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Effective functioning of the market is the main precondition for consumer welfare, 

therefore, the existence of incomplete competition markets, which make competition limited, are 

unbiased. Sometimes oligopolistic firms reach agreement and produce socially ineffective 

volumes and accordingly they hinder consumers' well-being. 

The structure of the communication markets plays a decisive role in the development of 

any country. In particular, if the government is able to increase competition in the market, the 

prices will be reduced, stimulating innovations and communication services will become available 

to a wider circle of consumers. (Jamison, 2009). 

The communications industry is one of the most important economic sectors in both 

developed and transitional economies. Now it is considered as a stimulating factor and its role is 

evident. 

The Georgian Communications Market belongs to non-liberal sectors and, therefore, 

regulated by the ex-ante (pre) regulation of the sector regulates the independent regulatory 

authority of the National Communications Commission. 

The sector consists of mobile services, fixed telephone services, fixed broadband services 

(Internet) and television markets. The large companies operate in the sector that provide customers 

with diversified products. That is, the same company is a mobile operator, internet-provider, 

supplier of home and television. 

According to the official data of GNCC the sector incomes are enough high: 

 

Table: 1 ; Incomes from Communication Industry
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As a result of the recent developments in the sectors of the communism, the number of 

suppliers has decreased in each sector of the sector and consequently reduced competition, which 

increases the ability of cartel transactions. 

Each player has almost identical suggestions for the user. Although the names of the 

packages and services offered by the three companies listed above differ from each other, in terms 

of consumers' expenses and benefits, it can be said that the standard product is delivered on the 

market. 

As noted above, the communications sector belongs to regulated sectors and within the 

framework of the legislation, the GNCC is accountable to each player in the market. Although the 

Law of Georgia on Electronic Communications, the market players themselves have access to their 

own network elements and electronic communications service tariffs, but companies with 

significant market power are subject to tariff regulation and the upper and lower thresholds of the 

tariffs. Therefore, it can be said that the legislation on price control allowance provides, however, 

the market for the various studies suggest that the communications sector of all the company's 

pricing dynamics dramatically similar - there is substantial parallelism, as a variety of the 

company's established prices between these price changes time. Leading companies determine 

tariffs and product quality. 

If we decide to study Internet and Mobile operator markets and make analysis according 

to the number of consumers, we will find out that that we have Monopolistic company on the 

market of Mobile Operators: “Magticom” and company “Silk Net” on the market of Internet 

providers.  

First of all we need to make the analysis of the market of internet providers. We can notice 

that there are 4 main players on the market: “Silk Net”, “Magticom”, “Akhali Khselebi” and 

“CGC”. 

Obviously, as of 2018, there are two leading companies in the market of the internet 

providers. These include: MagtiCom and Silknet. As we can see, MagtiCom's market power has 

increased since the second half of 2016, after the market's powerful player merged with Caucasus 

Online MagtiCom. 

It is noteworthy that if we analyze the latest trends in the telecom market, we find that it is 

quite actively merging market players and thus decreasing the number of suppliers presented in 

the market, which in turn leads to a decrease in competition. 
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The trend of unification of mobile and fixed market players continued in the following 

way. The Commission gave consent to MagtiCom to buy 100% of Delta Com 's shares, and in case 

of their aggregation, the company was given consent only in part of the retail segment. Within the 

mentioned transaction, the Commission also agreed to merge Delta Comcom with Delta-NET and 

A-NET and to purchase the operating assets required for MagtiCom LLC Delta Commerce's retail 

customer service. 

It should also be noted that two companies with the above-mentioned major market power 

companies have a significant impact on the suppliers as well as users. This opinion is based on the 

fact that small and medium telecommunication companies have filed 4 complaints to the GNCC 

against Magti and Silknet, but no specific response was made to the GNCC. The reason for filing 

complaints is that the concrete regions and cities in the leading companies offer consumers 

inadequately low tariffs that are susceptible to damping pricing. However, according to the official 

statement of the Commission, there is no proper methodology that allows identification of the fact 

of dumping price factor.The overwhelming majority of the world's developed countries are 

fighting to defend competition and restrict market competitiveness, but the fight is rarely effective 

because identifying these powerful formations is associated with a lot of difficulties. 

The study of Georgian reality and the structural analysis of the communications market is 

particularly interesting, since taking into consideration the main goals and priorities of the country, 

promotion and protection of competition is one of the main preconditions for Georgia's economic 

prosperity. As noted in the socio-economic development strategy of Georgia, today it remains a 

problem that ensures free competition in the market. International assessments also indicate this. 

Despite the fact that the indicators of the competition have improved in comparison with the same 

period of previous years, the problems related to competition issues are still relevant. 

The market leader of mobile operators is MagtiCom, which has the highest number of 

customers in all three years. For the period shown on the diagram, the market is 4 main players. 

Two giant companies Geocell and Silk Net have been unified on the basis of preliminary 

consent from the Georgian National Communications Commission. As a result of this transaction, 

two mobile firms will be presented on the mobile operators market that offer customers online, 

mobile and TV services simultaneously. As a result, 74% of mobile subscribers, 77% of the 

internet market and 83% of TV service "Magticom" and "Silknet" will be compromised. 
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A considerable part of the experts think that the union will significantly hurt both the 

telecommunication market as well as the majority of Georgian population, as the market is actually 

significantly restricted to the market and only two companies, Magticom and Silknet, remain. 

Beeline will be the only competitor of the market, which operates only on mobile operators market 

and owns a 25% share. It is hardly expected that Beeline will be able to compete for two powerful 

companies and it is possible to assume that in the nearest future the company Vioni Georgia will 

decide to leave the market for Georgian mobile operators. The reduction of competition from the 

market, in the first place, will hurt users and put the threat to cartel transactions on the market. 

The largest transaction in the history of Georgia is created by a new dominant company in 

the telecommunications market. As a result, in three major markets: mobile service, Internet and 

cable TV will have three large players, two of which will control the market ¾. 

Particularly interesting is how this merger is reflected in the market and what resources are 

available to the third operator of the market, Beeline, in order to compete with the two biggest 

companies, Silknet and Magticom, a telecoms market, As well as on TV and Internet providers' 

markets. 

It is noteworthy that the Chairman of the Georgian National Communications Commission 

(GNCC) urged the "Beeline" to activate investments and enter into a fixed market after merging 

"Silknet" - "Geocell". 

According to experts in the field, there is no specific change in the market yet, but it is 

expected that certain negative consequences of this transaction. When another player disappears 

on the market, "Magticom" and "Silknet" share market power, and "Beeline" has no resources to 

increase its market share through any other company, as the relatively large suppliers "Silknet" 

and "MagtiCom" Swallowed "and only small providers remain on the market. 

 According to experts, if Beeline is on the Georgian market, it will not be able to compete. 

The "Magticom" and "Silknet" will try to offer customers a unified package. 

As we have mentioned, the main economic impact of competition level is a negative impact 

on consumers' well-being. In order to verify this hypothesis, we have conducted a public opinion 

survey on mobile operators market. We researched 300 users by internet research method and 

analyzed the prospect of consumers' welfare from surveying consumer opinions and attitudes on 

the mobile operators market. 
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As it turned out, 73% of respondents were MagtiCom subscribers, 16% Geocell and 11% 

of Beeline mobile services. 

Survey of consumers' satisfaction in mobile operators shows that the market of mobile 

operators is not characteristic of the main market of the competitive market: alternatives exist. 

Each player of the market provides customers with similar or identical packages and services, 

which are absolutely adequate considering the level of competition on the market. In spite of the 

fact that the operator chooses the operator according to the tariffs, its satisfaction level is low on 

the proposed tariffs. 

Consumer expenditure on mobile service is quite high on monthly basis, taking into 

consideration the average monthly income per capita in our country. Despite the fact that the 

mobile operator market is permanently grown as revenue and the number of subscribers, no access 

to packages is available and diversification of insurable services. 

It should be noted here that the above research reveals that market players do not have any 

significant competitive advantages over each other, which still indicates the lack of alternatives to 

customers. 

Based on the above mentioned, the survey shows that the existing level of competition is 

negatively impacted on the prosperity of the user and, consequently, the number of players on the 

market will be reduced, the worse the situation. Therefore, the main goal of the regulator is to 

stimulate the entry of new players into the market. 

The efficient functioning of the market is the main precondition for consumers' well-being, 

therefore, the existence of imperfect competition markets, which is conditioned by competition 

limits, is unbiased. The oligopoly comprises operating in agreement with the violation of the basic 

principles of market economy affect the volume of socially ineffective production of consumers 

who value the product / service at the expense of production costs but can not afford it. 

 Georgian electronic communications sector is high quality concentration and the 

oligopoly structure is formed; 

Based on the above discussion, we can say that the entire Georgian telecommunications 

sector is characterized by the oligopolistic structure. Barriers to market entry and market power 

are concentrated in the hands of market leader companies. 

 Mobile operators do not have customers in the market. 
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Survey of consumers' satisfaction in mobile operators shows that the market of mobile 

operators is not characteristic of the main market of the competitive market: alternatives exist. 

Based on the results of market research on mobile operators above, it can be explicitly 

stated that customers do not have the option to choose between different options and services, 

which is a direct result of the lack of competition level. 

 Higher monthly consumer expenditure on mobile service purchase. 

Taking into consideration the average monthly income per capita in our country, the results 

of the survey indicate that the population of the country is going to address a substantial part of 

the mobile service. 

 In the field of Georgian electronic communications, the recent merger is a threat to 

the formation of a duopoly structure in the sector. 

Recently, the market power of two companies Magticom and Silk Net have increased 

significantly in the field of electronic communications. "Magticom" is the market leader of mobile 

operators and "Silk Net" is the leader of the Internet Producers market, but both companies share 

market power with the market leader on the above mentioned segments. Consequently, even 

though there is no duplicate market structure on any particular segment of the telecoms induction, 

in case of development of current trends, a significant threat to the formation of duopoly structure 

in the Georgian telecommunications industry is being created. 

 The threat of cartel deal in the telecommunications sector is created. 

Obviously, from the above-priced pricing models, "Silk Net" and "MagtiCom" will be the 

most lucrative cartels. If the two companies reach the agreement they will receive monopoly 

winnings, which will be reflected negatively on the welfare of society. 

 Market power of leader companies in mobile operators and inter-state providers 

creates a dangers of damping pricing 

In the National Communications Commission, small internet providers have included 

numerous complaints about marketable market leader companies in some regions of Georgia. 

Taking into consideration that the Commission does not have an appropriate methodology to study 

this issue, the question remains unclear. And this is the long-term perspective of the small 

companies out of the market. 
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 It is necessary to carry out the stimulating measures for the introduction of new 

suppliers on each segment of the sector by the Georgian National Communications 

Commission. 

One of the most important powers of the regulatory authority is the protection and 

promotion of competition in electronic communications. Therefore, it is possible to stimulate the 

entry of new players into the market, considering the restriction of abuse of the existing market 

power of the market players. 

 Acting legislation and existing leverage is not enough; 

Obviously, the current legislation and methodology can not prevent the use of competition 

limitation and the abuse of advantages by companies with vigorous market power in the market. 

For example, the methodological shortcomings are to leave unanswered statements about the 

dumping proposing when such action is directly proportionate to the breach of competition on 

competition and expel competitors. 
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