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The antitrust case

@ National roaming agreement in 2010
@ Dawn raids December 2012
o Statement of Objections November 2016

Fine for abuse of dominance June 2018

Competition Appeals Tribunal decision June 2019 (upheld)

Court of Appeals ruling June 2021 (upheld)

o Telenor's appeal declined by the Supreme Court selection committee
fall 2021
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The paper

Background to the case

Literature

o Arve et al. (2022)
o Bourreau et al. (2011)

o Model

Model <> market facts (data and seized internal documents)

@ Discussion of the role of economics in antitrust court cases

Forthcoming in the Journal of Competition Law and Economics
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Market setting

@ Only two national mobile networks: Telenor and Telia
o Telecoms authorities trying to facilitate a third mobile network
o Telenor (the former state-owned monopolist) was
obliged to provide access for MVNOs and National Roaming

@ Two builders of a third mobile network: Network Norway and Tele2

e Buying national roaming from Telenor and Telia, respectively
e 16 % population coverage in 2010
e Roll-out described as "vulnerable” by the telecoms regulator

@ Some MVNOs and Service Providers
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Negotiations for new roaming terms in 2009-2010
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Negotiations for new roaming terms in 2009-2010

Through the negotiations, Network Norway got a strong impres-
sion that [Telia] were nervous about the consequences of meeting
our price/cost expectation because of the negative effect this
may have for the total price picture in Norway.

— 2009 Network Norway board document
(our translation and emphasis)
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Negotiations for new roaming terms in 2009-2010

This means that [Telia]
will not be a commercial party which ensures better prices
from Telenor by pitting them against each other in negotiations.

— 2009 Network Norway board document

(our translation and emphasis)
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Dominance - the Court’s assessment
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Dominance - the Court’s assessment

Telenor operated nearly as it pleased vis-a-vis Network Norway,
without being affected by competition from Telia for the con-
tract at the core of the case.

— The Court of Appeals’ 2021 judgement

(our translation and emphasis)
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New roaming terms: Telenor’s strategy
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New roaming terms: Telenor’s strategy

Investigate possibilities for modelling national roaming offer to
Network Norway and maybe Tele2 (on MBB?) which does not
give incentives to build own infrastructure beyond minimum obli-
gations 01.12.09

— Internal discussion in Telenor's wholesale department
September 2009

(our translation and emphasis)

12/35



Telenor's strategy

For the past months, | have negotiated with Network Norway
(NwN) for changed national roaming terms (NR). My goal has
been to seek an agreement which gives less incentives to
roll out coverage and keeping more traffic as NR. NwlN has
wanted better terms for data traffic especially, as well as other
terms.

— The head of Telenor's wholesale department reporting to Telenor

Norway's CEO in March 2010 (our translation and emphasis)
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Telenor's strategy

By making the agreement now, prior to Mobile Norway’s in-
vestment decisions, we incentivize lower coverage and higher
roaming volume than could otherwise have been achieved.
With this agreement, Network Norway will hardly build more than
40%-50% coverage.

— Telenor summer 2010 board meeting approving

the terms of the agreement (our translation and emphasis)
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The 2010 change in roaming terms
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The 2010 change in roaming terms

Voice Text Data SIM fee
(NOK/min) (NOK/SMS) (NOK/MB) (NOK/SIM/month)
2009 agreement 0.34 0.14 0.23 0

2010 agreement
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The 2010 change in roaming terms

Voice Text Data SIM fee
(NOK/min) (NOK/SMS) (NOK/MB) (NOK/SIM/month)
2009 agreement 0.34

2010 agreement 0.12
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The 2010 change in roaming terms

Voice Text Data SIM fee
(NOK/min) (NOK/SMS) (NOK/MB) (NOK/SIM/month)

2010 agreement 40
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Model: Timing

Stage 1: The incumbent sets the price schedule for roaming
Stage 2: The entrant invests in (expanding) network coverage

Stage 3: The two firms set prices to capture customers in the
downstream market
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Network Norway's build-out decision: How does expanding

the third network () affect profits?
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Network Norway's build-out decision
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Network Norway's network coverage (= own-traffic-
share)
Price for roaming traffic

SIM fee

Cost of Network Norway's traffic in own network
Network Norway's traffic volume

Network capital cost for Network Norway
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Some central comparative statics results
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Network Norway's build-out incentives: What changed?

Strategic effect
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Network Norway's build-out decision
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The substitution effect
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The substitution effect: Telenor's sketch
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Network Norway's build-out decision
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Number of subscribers (1000) by mobile operator

3000—:
s
[
[
[
2000—:
[
[
]
1000 |
[
[ femmm————
Fe—————------ooo==mmme=E— e E e oo
g
0,
{ I I | ! T T T
S Q2 N Qr N 9 N a9 ~ q
S X S g W
& & & & Y
v v v i v v v v % v
Telenor TeliaSonera =—=—=—=—- Tele2
————— Network Norway Others




300

250

200

150 +

100

Voice traffic volumes by mobile
operator, average per SIM/Month

T T T T T T T T
F & & & & & & & &
& Y & S S NS S S S
v v v v v v v v v
————— Network Norway  ==—=—=—- Tele2 Telenor

TeliaSonera




NOK (million)

150

1264 -

100

757

50 1

254

0_

-~

NwN's roaming costs (NOK/quarter) for traffic only

20084

20094

20104

2011q4

20124

20134

20144



Substitution vs. volume effect:

The Court of Appeals’ assessment

The expected development, as well as the actual development,
show that the volume effect that TA2 [as of August 2010] could
be assumed to bring, was not even close to offsetting the sub-

stitution effect.

— Court of Appeals’ 2021 judgement
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Telenor’s evaluation 8 months after
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Telenor's evaluation 8 months after

As we already have an agreement with Network Norway
which effectively limits incentives for further roll-out, we do
not want an agreement with Tele2 that gives them significantly
stronger roll-out incentives.

— Internal Telenor discussions april 2011 about a possible national roaming
agreement with co-builder Tele2 (our translation and emphasis)
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Thank You

Magnus Friis Reitan

magnus.reitan@kt.no
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