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Comments

* (Objective, easy reading...)

Interesting topic of research
BUT
Not sure about the originality and value-added

Technically interesting paper
BUT
Lacks intuition and explanation...



Issues

(Disclaimer)

 Competing interconnected wireless networks
facing elastic (subscription) demand and charging:

— Non-linear prices (i.e. access fee plus fixed per-minute
retail tariffs)

— Termination-based price discrimination (on-net price and
off-net price) —-> 2 setups:
* Fixed termination charge
* Termination charges = f (retail prices)

 Research guestion: When is there tariff above or
below cost and why?

— 1st best: not necessarily p=MgC as network externalities
exist under elastic demand => F < f at 1st best



2 effects

* Business-stealing effect

* Network effect (only If subscription
demand is elastic)

« Approach of isolating effects: islands = two
Interconnected monopolists



 The model: « Our model is standard and
identical to that of Laffont-Rey-Tirole (1998b)
except the elastic subscription demand for which
we use the Logit specifications. »

 Why elastic? More reasonable? Consumers not
locked-in any longer? Lower switching cost?

 Why Logit specification?
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Trés milhoes

mudam de

telefonica
3 millions change telecom operator

e Out of the 4.2 million users who asked to change
operator while keeping their number, 3.2 million
concluded the procedure. It is, 1.52% of users in
Brazil.

 Mobile phone number portability: Initiated in
September 2008, only reached main areas in
March 2009. Client only needs to contact new
operator and old operator has 5 days to
conclude the procedure.



Further questions...

e Shape of access charge a in equation 177

— | guess it is useful for disentangling effects, cancelling
out...

— Generalization?

« Calling-Party Pays (CPP) principle versus
Receiving-Party Pays (RPP) principle

* Fixed termination charge versus retail
benchmark
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