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Executive Summary

Price Regulation

Price regulation is required to protect consumers of telecommunication services
that are not subject to effective competition. In the past, there was a myth that price
regulation was not needed since most telecommunication services are provided by state-
owned enterprises. However, a closer examination reveals that there are many problems
related to telecom service pricing in Thailand. These include:

¢ high level of price due to the lack of incentive for the state agencies to
adjust their service prices to catch up with market and technological
developments.

» high deviation of prices and costs and distortion resulted from cross-
subsidization,

e large disparity between mobile and basic telephone pricing due to

different concession conditions.

Article 56 of the Telecommunication Business Act allows the NTC to set a ceiling
price that is fair to the licensee and service users. The ceiling price can be interpreted as a
price cap, calculated according to a pre-determined formula. Section 60 also provides
flexibility for the NTC to adjust the ceiling price in the event of a change in econemic or
social conditions. Equipped with these tools, the NTC is in a position to solve problems
related to pricing. However, a number of issues need to be spelled out. To this regard, we

propose the following policy recommendedations.

» Rate-rebalancing should be of top priority for pricing reform. Only after
prices are brought close to the related costs, should the NTC implement
any price regulation. Our preliminary estimate found that it may take 3-
5 years of a moderate adjustment (less than 20 percent per year) to
bring the prices of the Thai basic telephone services to be in line with
that of Malaysia and the Philippines.

e Price caps should be used as major tools to regulate prices of services
provided by operators with market dominance. The formula to

determine the caps should be initially set as simple as possible



containing only inflation and productivity factors. Minimum quality
standard should be set for regulated services to prevent service
downgrades.

e Initially there should be only a few service baskets regulated by price
caps. However, sub-caps may be introduced for basic services that are

not subject to competition.

We also provide some guidelines as to how to implement the price cap regulation

under data constraints.

vi
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Wifianwauganudunu (rate re-balancing) LﬁaLLﬁﬂ:ymm']u"l%’ﬂ‘i:ﬁﬂ‘ﬁmwmnanﬂmu
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= X3 1 — IS. 1 ar e 3 Y Qe LY [
wawil  wafiliassswnwinll  Ariwan madiudendinslilianuauganvdunuly
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4. Baldna tt%zﬂ'lﬁ%‘[ﬂﬂ'l g

A [ G J =3 3 B G + = A
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