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o SOME REST FOR
THE DIGITALLY WEARY

A Section 44 lifeline from the government will keep some sinking TV operators afloat
for now, but a long-term fix remains distant. By Nanat Suchiva.

igital TV operators have issued a final
sigh of relief after the government's
decision to granta three year-debt mor-
atorium on their unpaid licence fees.
The move is expected to allay those
players who have been bleeding profits for
years due to low ratings and decreasing ad
revenue, spurred by the economic slowdown
and technological disruption.

President of the digital TV association
Suparp Kleekachai raised the issue of tech-
nological disruption last year, saying tradi-
tional media players, especially those in the
TVindustry, have had to contend with digital
media, which is available on demand, any

time, anywhere.

He has urged the national regulator and
the government to consider stricter media
laws and regulations to create a fairer playing
field between new entrants and old-school
staples.

On May 22, the National Broadcasting
and Telecommunications Commission
(NBTC) prodded TV operators to submit
their fifth licence payment or face having
their channels blacked out after a 120-day
warning period.

But the government ultimately invoked
Section 44 to impose a three-year debt mor-
atorium to support ailing firms. Billions of
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baht in unpaid licence fees have, for the time
being, been put on ice, letting digital TV play-
ers operate in full.

The moratorium points to recognition
that the NBTC and the government failed
to properly handle the digital TV transition
and possibly imposed too high of a digital
TV licence fee.

Apart from the debt moratorium, the
rescue package also includes a 50% reduction
in ground network fees for 24 months. Digital
TV operators have already paid licence fees
worth 34 billion baht or 68% of the total, and
only Bangkok Television and Radio Channel
7 have made the fifth payment, worth a com-
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The debt moratorium
points to recognition
that the NBTC and the
government failed to
properly handle the
digital TV transition.

bined 372 million.

But the postponement of the consolidated
4.8 billion baht for the fifth instalment has
not been met with fanfare in all corners, with
some successful operators looking down on
the decision by authorities to throw ailing
players a lifeline, saying they knew the risks
before jumping into the digital fray.

Two fruitful operators of note are Mono
29 and Workpoint TV.

The NBTC once suggested that the gov-
ernment should allow the existing digital TV
operators to transfer their licences to other
private companies as part of measures to
rescue those who were strapped for cash.
But while the current law allows for new
shareholders to enter a company that has a
digital TV licence, the licences themselves
cannot be transferred.

Aleadingdigital TV operator, BEC World’s
Channel 3, which operates three digital TV
channels and has as many licences, is one
player struggling to tread water, having seen
its revenue languish over the past three-and-
a-halfyears — a reality in sharp reliefwith its
salad days as an analogue broadcaster.

Despite registering a smash hitin the first
quarter with its soap opera Love Destiny,
Channel 3’s revenue was still disappointing.

Last year, BEC World reported a net profit
of 61.1 million baht on consolidated reve-
nue of 11.2 billion, down from a profit of 1.2
billion on revenue of 12.53 billion in 2016.

BEC World recently joined hands with JKN
Global Media Co, Thailand’s largest global
content management and distribution com-
pany, to explore more international markets
forits 70 Thai soaps, aiming to generate mas-
sive revenue to help the company bring back
its glory days.

One ailing operator, NewTV, a digital TV
channel operated by DN Broadcast Co, has
laid off 37 employees to survive and restruc-
tured internally to manage costs.

Other players have attempted varied strat-
egies to manufacture a turnaround.

Spring News, for example, has formed a
partnership with Thailand’s leading home
shopping company, TV Direct, giving it air-
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Despite registering a smash hit in the first quarter with its soap opera '‘Love Destiny’,

Channel 3's revenue was still disappointing.

time slots in one etfort to boost ratings.

RS Ple took a far more radical step, enter-
ing the health and beauty business three
years ago to diversify its revenue streams.

GMM Grammy has sealed deals with Net-
flix, Line TV and VU, which will bring con-
tent from its GMM 25 and One HD digital TV
channels to amuch larger audience.

The rankings of digital TV operators have
been fluctuating this half, with BBTV coming
in first last month in terms of viewership
numbers, followed by BEC World's Channel
3 HD, Mono 29, WorkPoint TV, RS's Channel
8 and GMM Grammy'’s One HD, according to
the latest report by Nielsen Thailand.

Meanwhile, Thai TV’s successful bid to
win back its 1.6 billion baht in bank guaran-
tees has set a new standard for the national
regulator, while pushing other struggling
operators to find new ways to offload the
auction fee burden.

Many digital TV operators acknowledged

News ID: C-180705001189 (5 Jul 18/06:51)

‘ iQNews

www.ignewsclip.com

#= 02-253-5001, 02-651-4701

that they don’t want to return their digital
TV licences after the Thai TV ruling, but are
rather heartened by the national regulator’s
signal that it will help the industry.

Media industry spending is expected to
rebound by 6%, reaching 91 billion baht this
year, on the back of growing online and out-
of-home media outlets, including the positive
outlook for Thailand’s economy, according
to a Media Intelligence forecast.

Lastyear was the worst for the industryin
spending terms since 2010.

And while the estimated 6% hike is a pos-
itive sign, it is lower than the 10% needed
to cover the losses incurred throughout the
industry over the last several years.
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TECHNOLOGY

THE SCRAMBLE FOR
MOBILE REVENUE

The disruptive force of over-the-top video services caught the broadcasting regulator flat-footed,
and the breakdown of efforts to set a regulatory framework has left a wide-open field. By Komsan Tortermvasana

mong many industries affected by

digital disruption, broadcasting and

telecom services have fundamentally

changed their operational struc-

ture and business models to cope
with increasing threats from new media
services, known as over-the-top (OTT)
companies.

OTT refers to digital applications or ser-
vices that operate on internet networks and
are based on a traditional network struc-
ture. OTT includes the communication and
broadcasting services that can operate on
both wired and wireless internet networks.

The rise of OTT in online video and TV
for Thais has created critical challenges for
regulators, who are stymied about howto
enact proper policies to regulate the con-
tent and operations of OTT operators and
platform providers.

The National Broadcasting and Tel-
ecommunications Commission (NBTC)
tried to set a regulatory framework to
govern OTT operators and services last
year, but due to clumsiness and impa-
tience, efforts broke down and have not

been restarted since.

With the encroaching influence of OTT
platforms and services, at least three seg-
ments are benefiting from the rapid expan-
sion of OTT in the market.

First, consumers save money byusing a
variety of OTT services, including mobile
instant messaging and voice over IP net-
work (VoIP) applications, online video
and TV on demand, many of which are
free of charge.

To this point, OTT has enabled a large
number of consumers to access various
media as viewers, distributors and con-
tent creators.

Second, real sectors that previously
spent huge sums to advertise through
media channels have benefited from lower
advertising budgets, all while being able
to create a greater impact on consumers
through OTT platforms.

OTT also provides more opportuni-
ties for small operators to maximise their
competitive potential in ways that they
never could before under traditional
market structures.

It can be said that through OTT, busi-
ness models and relationships are chang-
ing the rules of advertising, subscriptions
and engagement with consumers.

Lastly, OTT platforms allow tech
startups to open platforms on which to
develop innovative businesses, which
could help tum local tech startups into
cutting-edge innovators to build up the
country’s competitiveness, conveniently
falling in line with digital economy policy.

On the other hand, OTT services are
directly gouging broadcasting and tele-
com operators’ revenues.

OTT operators provide services on
mobile operators’ networks, but none
of the revenue they generate goes to
the network’s owners. Instead, OTT ser-
vices directly diminish mobile operators’
calling and data service revenues.

For traditional broadcasting opera-
tors, the OTT TV model has changed the
live TV viewership norm, hurting the TV
industry’s ad revenues and leaving the
future of the pay TV market up in the air.

This disruption has created pressing

News ID: C-180705001191 (5 Jul 18/06:53)

a iQNews

www.ignewsclip.com

Page: 1/3

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

Q 02-253-5000, 02-651-4700 #= 02-253-5001, 02-651-4701 help@ignewsclip.com



Bangkok Post

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

Section: SPECIAL/-

Date: Thursday 5 July 2018

Volume: - No: - Page: 45(Top Right), 44
Col.Inch: 168.55 Ad Value: 252,825 PRValue (x3): 758,475
Headline: TECHNOLOGY: THE SCRAMBLE FOR MOBILE REVENUE

Clip: Full Color

NETFLIX

NETFLIX

Consumers are spending more of their time on OTT platforms like Netflix. wicHAN CHAROENKIATPAKLL

questions for the industry. How are tel-
ecom operators that own networks able
to retain their service revenue growth?
And what should they do to create new
revenue streams amid increasing OTT
usage on their networks?

That mobile operators have invested
heavily in annual network expansions is
anunassailable fact. They have to create
more added value on the existing net-
worlk’s capacity to avoid becoming “dumb
pipe providers’, all while witnessing

OTT operators enjoy the fruits of their
legacy infrastructure.

How will TV broadcasting operators be
able to survive as ad revenue disappears?

Despite superficial similarities, the
impact of the OTT takeover differs
for telecom operators and traditional
TV broadcasters.

OTT services are a critical threat to the
revenue stream from traditional maobile
services such as SMS and mobile adver-
tising, yet telecom operators are seeing
higher revenue from data services.
Mobile subscribers who use OTT need
heftier data plans.

According to the NBTC's 2016 report,
the value of OTT-based advertising
spending in the country was 5 bil-
lion baht.

66

OTT operators are
considered more
dynamic than
telecom operators in
critical operational
management aspects.

Of the total, Facebook captured 2.8
billion baht or more than 50% of the
advertising market, while 1.6 billion baht
went to YouTube and the remaining 502
million to Line TV and others.

Traditional TV operators are consid-
ered to be facing a much greater crisis
than telecom operators.

An analyst from Kasikorn Securities
said OTT services and platforms have yet
to become real threats to mobile opera-
tors because OTTs increase the number of
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high-data mobile subscribers on telecom
networks, which is especially true with
popular social media and video stream-
ing applications.

However, mobile operators have to
monitor and adapt their business model
to partner with OTTs and capitalise on
innovative communication development
in a manner that ensures margin growth
in the long term.

Somchai Lertsutiwong, chief executive
of the leading mobile operator Advanced
Info Service (AIS), acknowledges that
OTT operators were free-riders on AIS
networks for years, especially in mobile
advertising, which once was a significant
revenue stream for AIS.

In addition, increasing use of OTT ser-
vices has affected some traditional reve-
nue resources for telecom operators.

The AIS chief said mobile operators
must define OTT operators as threats but
also learn from and cooperate with them.

There are three approaches to handling
OTTs that are featured across the various
international forums: ignorance or con-
tinuing business through existing business
models; competing directly with OTT by

providing innovative services; and coop-
erative competition or cooperating with
OTTs in some areas.
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Mr Somchai said cooperative compe-
tition is the most practical for telecom
operators to survive and keep expanding
margins in the long term.

Telecom operators and OTT operators
are structurally different and have differ-
ent strengths.

OTT operators are considered more
dynamic than telecom operators in critical
operational management aspects.

AlS is cooperating with several OTT
operators to provide innovative solutions
to customers, including e-wallet through
Line and various entertainment platforms
with OTT operators.

According tothe NBTC, OTT businesses
in Thailand are commonly divided into
four types: independent OTT operators;
pay TV operators that broadcast via OTTs;
telecom operators that provide OTT; and
some digital TV channels that broadcast
their programmes via OTT platforms.

Independent OTT operators include
domestic operators such as Hollywood
HDTYV, Doonee, PrimeTime and foreign
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OTT operators such as YouTube, Face-
book, Line TV and Netflix.

Pay TV operators thatbroadcast viaOTT
platforms include PSI and TrueVisions.

AIS Play is an example of a tele-
com operator that broadcasts on an
OTT platform.

Digital TV channels that broadcast their
programmes via OTT platforms include
Channel 3, Mono, Channel 7, Workpoint
and Channel 8.

In addition, OTT services are also
divided into two types based on revenue
source: free platform (advertising-based
video on demand or AVoD) and paid
platform (subscription video on demand
or SVoD).

Free OTT platforms include Line TV,
YouTube and some digital TV channels
that broadcast their programmes via
OTT platforms.

Paid OTT platforms include Netflix,
Iflix, Hollywood HDTV, PrimeTime, AIS
Play and TrueVisions Anywhere.
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