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UNCERTAIN FUTURE
Once a strong alternative for mobile service,
ailing MVNOs try to see a way forward. B8

MVNQOs try to see a way forward

The alternative mobile operators fell on hard times and now struggle to survive, writes Komsan Tortermvasana

;I\‘\
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Shoppers take a mobile break at Siam Paragon. PATTARACHAI PRECHAPANICH

he business of mobile virtual
network operators (MVNOs)
has been frozen because of
loopholes in regulations, and
Penguin, the only active MVNO,
is taking bets on whether the business model
has a future under the existing ecosystem.

An MVNO is a mobile operator that lacks
its own cellular network and rents from other
networks to provide services.

MVNOs were originally an alternative for
people who wished to use mobile services
according to the varied conditions of pro-
motional packages. MVNOs focus on specific
customer segments that the big three mobile
operators don't.

Mobile users in the country first experi-
enced mobile service provided by an MVNO
with Samart I Mobile (SIM), a subsidiary of

SET-listed Samart Corporation.

SIM exited the market last year as the
parent company looked to cut its losses.
SIM was renamed Samart Digital and refo-
cused on the new flagship business of digital
trunked radio service.

SIM'’s departure from the mobile market
reflects the hardship of MVNOs in Thailand,
where mobile service is dominated by the
three major operators, which have a com-
bined 99% market share in mobile service.

SIM signed an agreement to become an
MVNO of TOT’s 2100-megahertz network in
2009. The number of SIM’s active subscribers
rose to as high as 800,000 in the past, before
dwindling to fewer than 10,000 last year.

White Space, the owner of the Penguin
brand, is now the biggest MVNO with about
300,000 active subscribers.
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White Space entered the market in April
2016 by renting TOT’s 2100MHz capacity to
provide 3G service.

The company has pinned hopes on the
business turning a profit by the first quarter of
2019. It plans to list on the Market for Alterna-
tive Investment by 2020.

Through its flat organisational manage-
ment structure, White Space operates ser-
vices under what it calls an “eco mobile
operator” concept. The goal is to provide
the cheapest promotional packages to the
mass market, especially in provincial areas.

Among the roughly 10 MVNOs, Penguin
is best positioned to determine whether the
model can stand on its own in the long run.

PAIN POINTS
MVNOs began the race in the mobile busi-
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ness as underdogs because they rent from
other networks to provide service. Thus the
margins are very low and dependent on the
rental fees set by the network owners.

MVNOs lack flexibility and agility in com-
petition when it comes to providing attractive
promotional packages, since those new paclk-
ages must be approved by the network owner
in order to make sure that the IT backup sys-
tems of the MVNOs are compatible with the
network owner.

Due to these uncontrollable factors,
MVNOs cannot compete directly with major
operators, but rather under a well-designed
operational structure with clear positioning,
cost-controlled spending and strategic moves
that need to be regularly refreshed.

In a nutshell, the segments MVNOs target
must be those that the major players ignore.

An industry veteran noted several pain

)

PAIN POINTS OF MVNOS IN ((¢
THE COUNTRY

The existing regulations cannot effectively force major
telecom companies to lease a proper part of their network
capacity to MVNOs for providing mobile service, under
the concept of infrastructure sharing.

Circulation: 70,000

The regulator has too deep a relationship with the major
telecom operators, an obstacle to ensuring benefits for
all players, especially MVNOs.

\ The state telecom enterprises (which are a major
) resource of telecom infrastructure for renting) are
influenced by big private players through their
management and board of directors.

All existing MVNQS d‘\q not have their own consumer points for MVNOs in the Thai market.

base before jumping into the mobile business. First, the existing Telecom Business Act
says all telecom operators that own network

The existing MVNOs have yet to generate revenue infrastructure must allow others, including

streams from success-proven segments. small players, to rent their networks for pro-

viding telecom service, in order to promote
fair competition for new players and reduce

ADVANTAGES OF HAVING MVNOS IN THE MARKET redundancy in network investment. The act

mandates that the telecom network owners

. . each have to reserve 20% of total capacity
. 1 for other players to rent them for provid-
. . u ing services.

.

o
+5¢

DR

=

= B . In practi
. . : . practice, however, MVNOs have found
. . . . - : Reducing redundancy of they cannot rent network capacity from
: Alternatives . telecomnetworkand - . private operators, especially the big three
Healthier . of mobile services . equipmentimports under . mobile firms, because the network owners
competition . insome specific . the concept of : Promoting have no intention of renting their networks
inthe market segments . infrastructure sharing . entrepreneurship to MVNOS. Itis aloophole in the regulations:
. the 20% capacity figure is not based on each
Compiled by Bangkok Post BANGKOK POST GRAPHICS area or each province but nationwide, so the
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Commuters check their mobile devices on a subway train. APICHIT JINAKUL
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network owners can avoid offering capacity
in certain areas, the industry veteran said.

Additionally, the operators always reason
that almost all existing capacity is reserved

MVNOS OPERATING ONTOT'S  ——~v ,( ‘
2100-MEGAHERTZ NETWORK ’

for themselves and there is no more left for
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White Space’s
Penguin is one of the
few viable MVNOs
left standing amid
the big telecoms’
mobile dominance.

April 2016 exit

April 2016 inactive marketing

April 2016 most active ?
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| personally hope that MVNOs will be
able to hold 5% of the overall number of

subscriptions in the market.

RUNGSUN CHANNARUKUL
Senior executive vice-president, TOT
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MVNOs.

Second, MVNOs have no choice but to
rent network capacity from state telecom
enterprises TOT and CAT Telecom, because
TOT and CAT have enough network capac-
ity to exchange for revenue. Running the
business under the partnership with the
state enterprises is impractical amid fierce
market competition.

Moreover, both TOT and CAT Telecom
have agreements with the big mobile opera-
tors, through their partnership contracts.

“The major operators look at MVNOs as
a threat, so it's not easy for MVNOs to get

attractive deals through TOT’s and CAT's
network capacity,’ the industry veteran said.

Third, the board and management of
TOT and CAT are not truly independent in
making decisions on the basis of real busi-
ness or the real benefit of their organisations.
The boards of directors are appointed by the
government through the Finance Ministry,
the major shareholder of TOT and CAT, and
the picks are often influenced by the big tel-
ecom players.

Fourth, the top management of the tel-
ecom regulator has close relationships with
the big players, which is not good for promot-
ing a healthy competitive structure, espe-
cially for newcomers and small players.

NO CONSUMER BASE

Apart from external factors that discour-
age progress, the existing MVNOs have not
operated previously and they lack an estab-
lished customer base before jumping into
the mobile business.

“When they had no customer base but
started the mobile business from zero, it was
hard to retain share amid the fierce competi-
tion dominated by the big three operators,”
the industry veteran said.

Suphachai Chearavanont, executive chair-
man of True Move, the second-largest mobile
operator, said MVNOs are a market alterna-
tive that could be complementary players.

It’s hard to succeed, however, without a
clear business strategy and aunique segment
of customers.

Mr Suphachai acknowledged that MVNOs’
lack of a previous customer base is a weak
point for the business model.

Somchai Lertsutiwong, chief executive of
Advanced Info Service (AIS), said that creat-
ing new mobile subscribers in competition
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with big players in the same market is the
toughest task for MVNOs. They have to deter-
mine which market segments are ignored
by the big players and then create their own
value-based service.

Mr Somchai gave the example of Tesco in
Britain as a successful MVNO, as it has a clear
business structure to serve the modern-trade
customer gl’Ollp.

Suroj Lamsam, president of trading con-
glomerate Loxley Plc, the parent company
of Loxley Mobile (which owns the i-Kool
MVNO), said one major failure of mobile
service under MVNOs in Thailand is that
they cannot create added value for existing
businesses and they struggle to acquire sub-
scribers at very low margins.

More importantly, the telecom regulator
governs with overly strict rules that add to
the MVNOs' existing burden, Mr Suroj said.

The rules include a registration system
that began with a system of ID card registra-
tion viamobile app and then developed into
a biometric verification system required at
all mobile operators’ franchise dealers and
retail shops nationwide.

The industry veteran said all the existing
MVNOs in the country have yet to discover
a core segment of customers and discern
which value-based service to offer as a way
to ensure revenue streams.

One good example is the case of SIM,
which entered the market in 2009 after its
parent company Samart Corp won TOT's 3G
network construction project through the SL
consortium (Samart and Loxley).

The former strong point of SIM’s mobile
service was bundling packages with afforda-
ble smartphones. That advantage has eroded
in the past few years with the rise of cheap
Chinese handsets from the likes of Oppo
and Vivo.

PROMOTING COMPETITION

Rungsun Channarukul, senior executive vice-
president of TOT, said there are three active
MVNOs running service on TOT's 2100 MHz
network: Loxley’si-Kool, Mobile 8 Telco Thai-
land’s BuzzMe and White Space’s Penguin.

TOT also operates its own 3G service
under the TOT3G brand, serving some
100,000 subscribers.

Mr Rungsan said having MVNOs in the
market has several advantages, includ-
ing offering alternatives for low-income
users and students, promoting healthy
competition and providing an avenue for
startup development.

“I personally hope that MVNOs will be
able to hold 5% of the overall number of
subscriptions in the market,” Mr Rungsan
said. “That may be a proper portion for a
better competitive structure in a market
like Singapore, where MVNOs operate ser-
vice efficiently.”
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Areport by the National Broadcasting and
Telecommunications Commission found that
there were 121.53 million mobile subscrip-
tions last year, with 53.05 million operated
by AIS (for a 43.65% market share), followed
by 36.05 million by True Move (29.6%) and
30 million by Total Access Communication
(DTAC) (24.69%).

CAT Telecom had 2.32 million subscrib-
ers last year for a 1.9% market share, while
TOT had 110,000 subscribers and 0.09% of
the market.

NECESSARY OPTION?

Chaiyod Chirabowornkul, chief executive of
White Space, said MVNOs are needed in any
global market to provide a choice of mobile
service for specific segments.

The MVNO model is popular in many
countries, especially in South Korea where
a combined 30% share of the mobile market
is controlled by MVNOs.

Penguin’s positioning is as a low-cost
mobile service operator that charges custom-
ers on the basis of real usage by calculating
per-second for voice service and per-mega-
byte for internet usage.

“Our main tariff charges customers less
than 20 baht a day for maximum usage of
mobile internet,” Mr Chaiyod said.

White Space’s chief is holding out hope
that the right business direction will create a
sustainable position for the company despite
low margins.

Today, 80% of Penguin’s subscribers are
in the provinces and 20% are in Bangkok.
The company will retain the 80:20 profile as
the target structure over the next four years.

0f300,000 total subscribers, 85% are data
service users and 15% use voice service.

Mr Chaiyod said White Space is betting
onthe future of the MVNO business as a flat-
design organisation that can create flexibility
for policy decisions and execution.

White Space employs 100 people, of
which 80% are in sales and 20% are in
back-office functions such as finance, IT
and management.

White Space has 18,000 sales distribution
channels for its SIM cards nationwide. The
company is focused on startups as a new
revenue channel.

“Mobile services have been transformed,
driven by service-based applications in line
with the increasing demands of mobile
application from all industrial sectors and
machine-to-machine connectivity or the
Internet of Things,” Mr Chaiyod said.

He said the company this year will target
more specific segments that require unique
services and promotional packages, as
MVNOs must partner with diverse vendors
to develop services and take advantage of
digital-driven trends.

help@ignewsclip.com
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Police seize almost 300,000
illicit cosmetic and food
supplement products from a
raid at Don Muang New Market,
a market in Don Muang
district. THIT WANNAMONTHA

SPECIAL REPORT:
Internet has led to
a surge in dodgy
beauty, weight
loss products, with
few FDA controls,
writes Apinya
Wipatayotin

wning cosmetic brands and sup-
0 plementary food products in Thai-
land was once attainable only for
established cosmetic and pharmaceuti-
cal companies.
Currently, individuals with a knack for
on-line marketing and 100,000 baht of cash
in hand can own a brand of cosmetics or

www.ignewsclip.com

food supplement.

“With less than 100,000 baht, you can
become the owner [of cosmetic brands
or food supplement]. Thanks to the
internet and smartphones, anyone can
trade and sell these products online and
make money,” said Nakah Thawichawatt,
president of the Thailand Health and
Beauty Confederation.

Mr Nakah said he had witnessed young
entrepreneurs entering the market and get-
ting rich. These entrepreneurs do not have
to invest in their own factories or laborato-
ries to research their products. There are
factories in place which can make products
for them. These investors mostly take care
of packaging and marketing for their goods.

Mr Nakah also runs a local factory
manufacturing food supplements for local
brands. He said the number of his clients
has increased from 50 to 100 brands in half
adecade.

The value of local investment in the
cosmetics industry alone in 2016 was 7.66
billion baht. About 70% of players in the
market are small and medium enterprises.
The average yield is more than 5% annually,

News ID: C-180507001047 (7 May 18/05:41)
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according to the Department of Business
Development, Ministry of Commerce.

But the industry’s negative side was
unveiled early this month when police
arrested eight people from a company for
selling cosmetics and food supplements
under the Magic Skin brand.

They were arrested for selling products
which contain illegal and sub-standard
materials. Police also found their products
used fake FDA certificates.

The Anti-Money Laundering Office
(AMLO) is inspecting the Magic Skin
company's transactions. Police have also
summoned 56 celebrities who were paid
to endorse these products.

The case is just the tip of iceberg. Early
this week, the authority also arrested the
owner of the company producing Lyn
weight reduction pills, after at least three
people died this month after taking weight
loss pills.

Lyn product also used a fake FDA certifi-
cate. This week, police also raided a market
near Don Mueang airportand seized a huge
number of illegal products.

Recent incidents have hurt the image

Page: 1/2

InfoQuest Limited | 888/178 Ploenchit Rd., 17 ™ FL. Mahatun Plaza Bldg., Lumpini, Patumwan, Bangkok 10330

Q 02-253-5000, 02-651-4700 E24 help@ignewsclip.com



Bangkok Post

Bangkok Post
Circulation: 70,000
Ad Rate: 1,500

Section: First Section/NATIONAL
Date: Monday 7 May 2018
Volume: - No: -

Col.Inch: 104.41

Ad Value: 156,615

Page: 3(Left)
PRValue (x3): 469,845

Headline: NO MERE COSMETIC PROBLEM

Clip: Full Color

The recent
problem concerns
the way the
market has
expanded to the
level that it is
impossible for us
to monitor. More
and more illegal
products are also
being found.

WANCHAI SATTAYAWUTHIPONG
FDAS SECRETARY-GENERAL

of local cosmetic and food supplement
brands. Mr Nakah begged the public to
understand that not all companies in the
industry are unscrupulous. “The problem
concerns a few bad apples and the chal-
lenge is how to control or limit those illegal
products,” he said.

Mr Nakah admitted fake and

sub-standard products have been a major
problem for the industry. He said the FDA
once held random checks a few years ago
and found samples of local cosmetics prod-
ucts and food supplements contained sub-
standard ingredients.

The FDA is responsible for granting
licences and inspecting products’ quality.

In reality, Wanchai Sattayawuthip-
ong, FDA’s secretary-general, admitted
it is impossible for the agency to have
regular product checks, because of man-
power shortage.

Currently, there are 700,000 cosmetic
items and 30,000 food supplements which
carry FDA certificates.

Meanwhile, the agency has to deal
with around 600 requests for FDA guar-
antee certificates for cosmetics and food
supplements each day. There are about
18 staff working on product and licence
registration. Only eight staff are in charge
of random product checks.

The reason that requests come in such
big numbers is the FDA regards cosmetics
as relatively safe products, so lets product
owners file requests in electronic form.

If there is no prohibited substance or
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‘ iQNews

www.ignewsclip.com

InfoQuest Limited | 888/178 Ploenchit Rd., 17 ™ FL. Mahatun Plaza Bldg., Lumpini, Patumwan, Bangkok 10330
#= 02-253-5001, 02-651-4701

Q 02-253-5000, 02-651-4700

chemical in the submitted lists of ingredi-
ents, the FDA is likely to grant licences in
less than a month.

According to the FDA’s figure, the
number of products licensed as cosmetics
and food supplements leapt from 4,168 in
2011 to 13,907 products in 2015. “We under-
stand the customers are worried. But please
keep in mind that FDA licences have con-
tributed to confidence for both local and
foreign markets for a long time,” he said.

“The recent problem concerns the way
the market has expanded to the level that

itis impossible for us to monitor. More and
moreillegal products are also being found,”
Dr Wanchai said.

The agency is now pledging to reform.
The ministerial regulation on cosmetic
products is to be revised to impose stiffer
penalties. The agency will also require
brand owners to supply lists and permits
of manufacturing plants, he said.

While society is pointing a finger at
unscrupulous owners and the FDA, Saree
Ongsomwang, secretary-general of the
Foundation for Consumers, urged consum-
ers to develop their own self-awareness.

The number of complaints concern-
ing beauty and health products reached
885 complaints last year out of a total of
3,615 complaints, 25% up in one year. Most
involved with exaggerated advertising.

The FDA alone wouldn't be able to deal
with illegal products, Ms Saree said.

“It requires cooperation of all sectors,
especially from provincial level to deal with
such cases. The provincial public health
office is the key to drive inspections,”
she said.

For example, the raid on the Lyn fac-
tory stemmed from an investigation carried
out by provincial public health officials in
Chon Buri province. “If all provincial offi-
cials keep an eye on issues and carry out
an investigation, we will see more improve-
ment,” she said.

The FDA, she said, should focus on
probing false and exaggerating advertise-
ments and educating consumers. On May
3, the National Broadcasting and Telecom-
munications (NBTC) and FDA launched a
campaign to monitor advertisements for
food supplements and cosmetics that are
not approved and have them taken off air.
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