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ABSTRACT

This paper aims to study and analyze the institutional framework of three Indian sector regulators Reserve Bank of India (RBI),
Securities and Exchange Board of India (SEBI), and Telecom Regulatory Authority of India (TRAI).The study highlights the
differences and commonalities in regulatory frameworks for different sector regulators in India. It broadly addresses the two
important attributes of regulatory systems (1) Institutional Framework and (2) Extent of autonomy given to the Regulator. The
research methodology adopted is qualitative comparative analysis (QCA). Among the three regulators, it is found that the TRAI
is relatively less empowered in terms of reporting structure, tenure of the Chairman, funding mechanism and capacity building.
Participation of DoT in TRAI consultation process, publication of minutes of meeting and the need for institutions for capacity
building in telecom regulation come out as the key recommendations for improving the policy & regulation process in Indian

Telecom.
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1. OBIJECTIVES OF THE PAPER

This paper presents the comparative analysis of three
sector regulators in India namely, the RBI, SEBI &
TRAI on two important attributes of regulatory systems
(1) Institutional Framework and (2) Extent of autonomy
given to the Regulator. The attempt is to understand the
functioning of first two regulatory agencies mentioned
abovein order to bring outsimilarities and diversity in
comparison with Telecom Regulatory Authority of India
(TRAI) in their functioning, structure and authority and
come up with recommendations that may be incorporated
by TRAI to make it an effective telecom regulator.

2. INTRODUCTION

Over the years telecom industry in India has witnessed
numerous irregularities in policy formation &
implementation. Industry leaders and investors have
expressed their opinion that the telecom sector is no
longer an attractive option for investment on account of
policy uncertainty. In a survey conducted (Samarajiva
et.al, 2007) for five Asian countries by Lirneasia on

Telecom Regulatory Environment (TRE) ranks India
below other Asian countries like Pakistan, Sri Lanka in
parameters like independence, transparency, consistency,
pro- competitiveness, however, it scored highest marks
for tariff regulation, wherein the TRAI has authoritative
pOwers.

India has a number of sector regulatory bodies which
regulate the specific sectors with an aim to safeguard the
interests of various stakeholders, monitor the adoption
of standards and safety, or to oversee fair use of public
goods and regulate commerce. Every regulator has been
designed to cater to its specific sector and has its own
methods & processes. However, literature on regulatory
systems and in particular a World Bank report present
certain attributes that regulator (irrespective of the sector)
should possess so that it is able to perform its regulatory
function transparently and efficiently. So, aim of our
research is to compare the three Indian sector regulators
using the regulator’s parameters as mentioned in World
Bank report (Jon Stern et.al, 2007) as a benchmark. We
have focused on regulators from liberalized sectors in
India and hence we have selected Reserve Bank of India
(RBI)- regulator for banking sector in India, the Securities
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and Exchange Board of India (SEBI) that regulates the
securities marketand Telecom Regulatory Authority
of India (TRAI) that regulates the telecom industry.
Our objective is to understand the working of first two
regulatory agencies mentioned to ascertain as to how
similar or different they are from Telecom Regulatory
Authority of India (TRAI) in their functioning, structure
and authority and come up with recommendations that
may be incorporated by TRAI to make it an effective
telecom regulator.

3. BACKGROUND & NEED FOR THIS
RESEARCH

The regulatory framework can be said to be divided into
two parts: structures and process. Structure includes the
distribution of regulatory tasks to different levels of the
government, the objectives, scope and power given to
each of these agencies and the procedures for choosing
the regulatory agents.

With reference to the initial design of the regulatory
system, its structure is more important than regulatory
process. As has been seen in some countries such as Brazil
(Prado, 2008) that the different sector regulators have
different levels of autonomy and authority, although their
Act of establishment have been ratified by the Parliament
of the country. Secondly, at the time of establishment of
the sector regulator, the minister & officials involved play
a major role extent of autonomy given to the regulators.
Thirdly, sector regulators have certain good practices that
have yielded results for them, by doing a comparative
research; these good practices can be studied and adopted
by other sector regulators.

Hence, there is a need to undertake a comparative study of
sector regulators in India. Moreover, review of published
research shows that there is no cross- sector regulatory
comparative study.

3.1. Need for Qualitative Research

Most of the research involving multiple countries and
their regulatory environment has been quantitative in
nature.The methodology for such research is based on
generalizing the regulatory environment in a large sample
of countries on the basis of certain common parameters.
However, every regulator differs from the other in terms
of commitment to regulations, extent of autonomy and
availability of competent human resources etc. And hence
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for deeper understanding of the regulatory environment
of a specific sector in presence of certain sector-specific
conditions qualitative research method is used. Qualitative
research methods (Ragin, 1994) help to bring forth the
similarity as well as the diversity in the regulatory set-
up of the various sectors. So, the researchers have used
Qualitative Comparative Analysis as their research
methodology.

3.2. Selection of Variables for
Comparative Analysis

The World Bank Handbook(Jon Stern et. al, 2007) has
highlighted certain key factors of an Infrastructure
Regulatory Systems such as Independence ,relationship
between the regulator and policymaker (s), Autonomy
given to the regulator, regulatory, transparency of
decision-making by the regulator, predictability of
regulatory decision-making, organizational structure and
resources available to the regulator.

The authors have also selected the variables on the basisof
main institutional characteristics as stated by Levy and
Spiller (Levy & Spiller,1994) in their 1997 paper in which
they compare the institutional characteristics of four
South American countries and the United Kingdom.

Deriving from the above mentioned papers and the fact
that the aim of the authors is to study the other regulatory
systems in India, the selection of the key variables was
done.
The variables have been divided into three categories:

(1) Institutional framework

(@) Regulatory entities involved in the decision
making.

(b) Scope and authority of the regulator,
(c) Role duplication among the regulatory entities.

(d) Extent of involvement of the Government/
Ministry.

(e) Ombudsman/ ConsumerAppellate .
(2) Policy & Regulation formulation
(&) Contribution of concerned stakeholders

(b) Transparency and accountability in process of
regulation/ policy formulation

(c) Extent of Adoption of Self-Regulation
(3) Autonomy given to the regulator
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(@) Financial Autonomy

(b) Process of Recruitment of top officials of the
Regulator.

(c) Autonomy for recruitment.

(d) Representation of stakeholders in the

Regulator’s officials.

The authors have compared the three sector regulators
namely, IRDA, RBI & TRAI on the basis of the above-
mentioned parameters.

3.3. Selection of Sector Regulators

The attempt of the researchers was to study the sectors
regulators of sectors in in India that have been privatized
and liberalized. So, the following sector regulators
were selected. The researchers have studied five sectors
regulators; however, they have presented the findings for
only three regulators in this paper.

RBI: the Reserve Bank of India (RBI) was established
in 1935 in accordance with the provisions of the Reserve
Bank of India Act, 1934. RBI regulates the banking and
financial sector and is the oldest sector regulator in India

SEBI: the Securities and Exchange Board of India (SEBI)
established in 1992 is the national regulatory body for
Securities Market.

TRAI: Telecom Regulatory Authority of India (TRAI)
has been established in India in 1997. It regulates the
telecom, IT and Broadcasting sectors in India.

4. DISCUSSION OF THE FINDINGS

4.1. Regulatory Framework

1. Clear role definition between the policy making
body and policy implementation body is one of
the most important characteristics which makes a
regulator effective, sinceas it can concentrate on
the implementation of the policies. The two regu-
lators RBI and SEBI have exhibited this particular
characteristic. The policy formulation role in case
of all the studied regulators is performed by the
sector ministry including the telecom ministry.
But, in case of TRAI, even the regulatory role of
TRAI is not clear as it is being shared with DoT
and Telecom Commission.

2. As recommended by International agencies like

4.2.

World Bank, all the three regulators have been es-
tablished by an Act passed in Parliament, this is
said to give the regulator credibility in the eyes of
the investors.

The RBI and SEBI have been empowered to un-
dertake licensing as well as policy implementa-
tion. But, the TRAI has the authority to imple-
ment regulations in few areas like Interconnection,
Quality of Service & Tariff fixation. In other areas
like Spectrum auctions, technology adoption the
Department of Telecom and Telecom Commission
have been empowered to administer. And Telecom
Licensing has been totally kept out of the purview
of the TRAI. This also means that TRAI is not the
sole authority for policy & regulations implemen-
tation in the telecom sector.

Process of Policy Formation

. RBI and SEBI represent an inclusive consultation

process involving active participation of all the
stakeholders. In case of TRAI, the DoT does not
participate in the stakeholder consultation process.

RBI and SEBI receive their funding from two
sources (1) part of the fees from sector companies
(2) funding from the Government. Moreover, the
funding from the Government for all the regulators
comes from the Consolidated Fund (the disburse-
ment from which is done without the active control
of the Government in power). The arrangement of
industry participants contributing to the regula-
tor fund is totally absent in case of TRAI which is
solely funded by the Department of Telecom with
the funds being released from Consolidated Fund
of India( CFI)

The RBI, SEBI & TRAI chairmen are all tenured
only for 3 years. This is a commonality observed
in all sector regulators. Longer tenure is associated
with the institution building of the regulator.

All the sector regulators share a commonality in
terms of the profile of Chairmen and board mem-
bers. All three have/ had Chairmen as former IAS
or Officials of State Owned Enterprises (SOEs).
This suggests the existence of ministerial-bureau-
cratic-makingmodel. The UPA government has,
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however, changed this trend by appointing an aca-
demician as the RBI governor. This practice should
be adopted by other sector ministries.

5. Another common characteristic observed is that
the Chairman of all the regulators can be dismissed
by the Government without the need for approval
from any other constitutional body. This means
that none of the regulator heads are constitutional
appointments as is the case with regulators like
Federal Communications Commission (FCC) in
the US and Office of Communications (OfCom)
in UK. This undermines the functional autonomy
given to the regulator.

5. CONCLUSION & RECOMMENDATIONS

1. As is the case with all other regulators, Licensing
and the policy implementation function needs to be
given to the TRAI. This will enhance the autono-
my and credibility of TRAI as the sector regulator.

2. The Regulator can also be shielded from political
influence and interference if it reports directly to
the Parliament. The TRAI should be reporting to
the Parliament directly instead of the current sys-
tem of reporting to the Department of Telecom and
the Minister.

3. In the consumer redressal mechanism, the TRAI
has relied on self-regulation for satisfactory re-
dressal, this is a novel method used whose effec-
tiveness will be ascertained over a period of time.

4. The Department of Telecom (DoT) or the Telecom
Commission (TC) does not participate in the con-
sultation process and hence the stakeholders are
not aware of their opinion on a particular issue.
This will be overcome if the DoT and TC partici-
pate in the consultation process.

5. The transparency of decision making can be en-
hanced if the minutes of the regulator meeting are
maintained and board members vote for/against.
This increases the credibility and accountability of
the regulator incase the decision is contested. This
is a good practice and it needs to be adopted by
TRAL

6. Like other regulators, the TRAI should also be
funded directly from the Consolidated Fund of

India and not through the DoT as it is currently
funded. It should also be funded through regula-
tory fees contributed by industry. This will help
lessen the burden on the Government.

7. TRAI does support any academic institutions for
capacity building. In the absence of this, it has to
rely on the services of officers of DoT and Bharat
Sanchar Nigam Ltd.

6.1. Limitations of the Study

The authors have chosen to study only three regulators in
this paper. This even in the case of qualitative comparative
analysis may not be enough for generalization. As this
research is based on published data about the selected
sector regulators, informal/unwritten issues may have
been ignored.
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