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2000

Telecommunication Competition Call Externality

and Receiver-Pays Principle

JiaNn ToNG

Liaoning University

Abstract This paper extends the Joen-Laffont-Tirole' s model and investigates telecommuni-

cation operators competitive strategies when caller and receiver cooperate to decide the length of

call. With call externality and receiver-pays principle call price and reception charge still increase

with the substitutability of two networks under linear pricing but access charge is not an instru-

ment of tacit collusion. Under nonlinear tariffs call price and reception charge maximize consumer

surplus and carriers use the fixed fee to extract all consumer surplus. In contrast with the Joen-

Laffont-Tirole' s model telecommunication operators will compete for market shares by the fixed

charge under network-based price discrimination because the caller and the receiver cooperatively

decide the length of call. Operators strategies result in the cost-based pricing and network connec-

tivity remains.

JEL Classification D4 K21 141





