Competition

There is a significant amount of competition in the telecommunications industry. The industry was once dominated by a single industry but changes in government regulation have changed all that. In addition to competition by the newly formed companies within the industry, companies from other industries, such as cable television companies, are now entering the telecommunication industry. The surge in demand for telecommunication services in the late 1990s caused a significant amount of growth in the industry and now there are plenty of players and plenty of capacity in the industry leading to much lower prices for consumers.

Most of the players in the telecommunications industry offer the same basic services. If one company offers a new services and it becomes popular with consumers other companies usually begin to offer similar services to say competitive. New services such as text messaging are quickly adopted by all players in the industry. In the non-wireless side of the industry the services are also very similar between all players. Basic long distance service is the same regardless of the long distance carrier offering the service.

With such similar products players in the telecommunication industry need to find some other way to compete with each other. Pricing strategies and bundling seem to be a common way for these companies to compete. While each company offers the same types of services, they package and price them in different ways to appeal to different types of consumers.

Different pricing strategies are heavily used to compete in the long distance and wireless sectors of the telecommunication industry. Most companies offer a wide variety of different “plans” to appeal to different consumers. Some have a high fixed feel and low per-unit costs while others have low fixed fees and high per-unit costs. Usually things are much more complicated that that, and this is what often sets companies apart.

Another common form of competition is different types of bundling. There are many different types of services in the telecommunication industry such as wired phone service, wireless, long distance, internet access, and even cable television. Many of these services also have a wide variety of different options associated with them (internet access via the cell phone, text messaging, etc). With all these different services available bundling becomes a key strategy for differentiation the services from each company. Players in the telecommunication industry often combine many of their services together in bundles designed to appeal to certain types of consumers. There are small bundles centralized to one particular services, such as different bundles of cell phone plans and associated services. There are also larger bundles such as wireless service and long distance. Some companies, such as Time Warner, even offer huge all encompassing plans that contain phone service, Internet access, as well a cable television all in one.

The telecommunication industry has many services to offer, and many companies to offer these services. As a result, the services are similar regardless of the company used to get them. This means companies have to differentiate their services though different pricing strategies and bundling rather offering different or unique services. This seems to be working well as there are currently many successful companies in the telecommunications industry.

