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Mega-merger risks Thai digital future
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COMMENTARY

Pavida
Pananond

he Charoen Pokphand (CP) Group

is on the move again to swell further
in size, weight and power over the
market. Having recently acquired
Tesco's operations when the British
retailer sold out and exited Thailand and
Malaysia, CP is now aiming to consolidate its
grip on the telecommunications industry in a
planned merger between its True Corporation
and Total Access Communications (DTAC),
the local subsidiary of Norway’s Telenor. If
successful, the merger would reduce Thai-
land’s major telecom players from three to two
and further concentrate market dominance
over the telecom market to the detriment of
consumer choice and welfare.
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Tt would also send the wrong signals to
foreign investors and governments every-
where that Thailand’s playing field is lopsided,
stacked in favour of a home-dominant big
business oligarchy. True’s partnership with
China Mobile Communications Group, a
Chinese state-owned enterprise, poses further
risks that Thailand's telecom market could
become susceptible to Beijing’s influence.

The $8.6 billion (287 billion baht) True-
DTAC deal would create a new entity report-
edly with equal ownership between the two
sides, while the remaining stake would be
held by minority shareholders of both. As
True holds a 32% market share of the mobile
phone market compared to DTAC's 22%, with
the remaining 46% belonging to Advance
Info Service (AIS), which is partly owned by
Singapore’s Temasek through Singtel, the
controversial True-Dtac merger would result
in a True-led 55% market dominance.

On the face of it, the True-DTAC deal osten-
sibly reaps cost efficiencies and economies
of scale. It is said that investment costs are so
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huge for the rollout of 5G, the next-generation
telephony, that this merger and industry
consolidation is necessary and inevitable. But
there is much more to it than that in the eyes
of mobile networks users and opponents of
unfair and undue market power.

While the focus is now on how the market
for mobile phones will be further concen-
trated with only two players remaining, the
real competition issues from this deal extend
beyond mobile telephony. Given 5G techno-
logical advancement and capacity, mobile
network operators like AIS, DTAC and True
can become gatekeepers to a range of new
business opportunities that need to rely on
mobile networks to enable their value-adding
applications and services, such as remote
robotics in factories and precision surgeries in
hospital, not to mention education, gaming,
entertainment, and so forth.

The gatekeepers of these networks hold the
key to Thailand's digital future, extending far
above and beyond mobile telephony. Network
operators in the age of 5G hold leeway in
allocating part of their networks to other busi-
ness operators of the digital economy. In other
words, mobile networks operators will serve
as controllers of pipelines that can access and
connect to more consumers and businesses

as their pipes become bigger, faster, and
smarter, allowing more varieties of usage to
come on stream. And as more things around
us become increasingly internet-driven and
enabled, operators of mobile networks will
have control over an ever-widening range of
internet-related services.

What is more, operators of mobile net-
works, such as True, can enter the market
as service providers themselves, thereby
stifling competitors with unfair ownership
advantages. For instance, the CP Group as the
parent conglomerate of True owns and oper-
ates myriad digital services from education
and health solutions to finance, payments,
and media content. As an operator of network
pipelines, True would have an incentive to
prevent, deter and stymie other digital service
providers in the areas they are operating,
resulting in potential barriers and additional
COSts 0N NEWCOMers.

Thailand'’s telecom regulators need to also
think in vertical, not just horizontal, terms.
This merger is not about mobile networks as a
playing field but about the vertical integration
of digital service provisions up and down the
value chains that will constitute the shape and
form of Thailand’s digital economy.

In broader terms, according to AT Kearny,
aresearch consultancy, 5G technology offers
potential for mobile operators in Asean to
increase their revenues from 9% to 12% by
2025, with a higher percentage of revenues to
be generated from enterprise usage (18% to
22%) as opposed to from end consumers (6%
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to 9%). Without doubt, the control of mobile
networks means a lot more to competition
issues in the digital economy age. Dominant
players exert power not only over retail users
of mobile phones, but also businesses and

service providers that rely on their mobile
networks. Allowing network operators that are
also operating additional digital services pre-
sents anti-competitive effects to other service
providers that rely on the same networks but
don’t own them.

The far-reaching implications on industry
competitiveness therefore extend much fur-
ther beyond collusion between the remain-
ing players to increasing prices or reducing
promotional packages.

In other words, the issue is less about collu-
sion and price-fixing between AIS and True’s
new entity from its merger with Dtac. The
real threat to industry competitiveness and
Thailand’s digital future derives more from
True's control of mobile networks that keep
other digital service providers down or out of
the market.

For this fundamental reason, Thailand’s
regulatory bodies from the National Board
of Telecommunications (NBTC) to the Office
of Trade Competition Commission (OTCC)
should be forward-looking with an integrative
and holistic approach in their consideration
of whether free and fair competition can be
ensured in sectors that need to rely on mobile
connectivity networks. Without a level-playing
field in mobile connectivity infrastructure,

a merger that reduces competition among
mobile network operators is likely to keep out
other potential service providers in the digital
economy ecosystem.

In an age when market segments are
continuously evolving, regulatory watchdogs
must be vigilant and proactive to make sure
that changing industry dynamics do not
favour one player over others.

Failure to understand how the nature of
competition changes and how market forces

operate may result in regulatory loopholes
that enable a dominant player, such as True,
to continue expanding its market dominance
from one industry to the next.

Having a handful oflocal conglomerates
dominating the domestic market at will in a
vast majority of industries is unhealthy for
consumer welfare and undesirable for the
development of Thailand’s digital economy.

It not only crowds out smaller competitors
with lesser means but may also deter foreign
investment when external players cannot be
confident in having a fair chance because a
fewlocal conglomerates get an ever-larger
lion’s share.

In addition, the CP Group is well known
for its connections to China, which is under-
standable because of its roots and the lucra-
tive market size in the world’s most populous
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country. But the True merger with Dtac may
raise risks and vulnerabilities for Thailand’s
digital infrastructure because of a lack of
transparency and the sometimes opaque
practices of state-owned enterprises.

Thailand’s digital development should be
balanced, fair and transparent. For these rea-
sons, the True-Dtac tie-up deserves the high-
est scrutiny to protect consumers and maxim-
ise Thailand’s digital economy potential.

While the mobile networks industry cannot
afford to have multiple players due to high
investment costs and economies of scale,
dwindling from three to two with True in the
lead would be a risky move for Thai consum-
ers and for Thailand overall.

Pavida Pananond, PhD, is a professor of
International Business and Global Strategy at
Thammasat Business School, Thammasat
University.
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Merger rings
alarm bells

he news of the amalgamation of True Corpora-

tion Plc (True) and Total Access Communica-

tion (DTAC) should ring alarm bells about the
downsides of unchecked capitalism.

Despite the mega-merger news creating bull-
ish sentiment for telecom stocks, critics warned the deal
could lead to unfair trade practices and market domi-
nance, which will ultimately affect consumers.

Such warnings deserve to be listened to. Indeed, Thai
consumers have had plenty of previous bad experiences
with telecom operators.

Two decades ago, the telecom market in the country
was controlled by two major service providers that bra-
zenly dictated both prices and services, leaving consum-
ers very limited in their choices.

The outcome of market dominance is one that is
far-reaching; it’s not just a consumer issue. Somkiat
Tangkitvanich, president of the Thailand Develop-
ment Research Institute (TDRI), warned that when two
major operators dominate the market, the revenue from
telecom concessions will not be as lucrative as in past
years due to there only being two players being involved
in the bidding process which can result in consum-
ers paying more elsewhere, ie in tax, as revenue from
telecom concessions diminish.

A bigger question about the True-DTAC deal is what
the authorities will do if the outcome of the amalgama-

News ID: C-211126001113 (26 Nov 21/05:51)
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combined market share of the two parties will exceed
50%. The mega-merger will then become a test case for
state regulatory bodies, showing whether they can keep
business in check when needed.

As the news of the mega-merger made headlines,
state regulatory bodies have so far been mostly quiet.

The Office of Trade Competition, which oversees the
Trade Competition Act, passed the buck by saying the
deal should be under the supervision of the National
Broadcasting Telecommunications Commission
(NBTC), the state regulatory body overseeing tel-
ecom concessions.

But the NBTC is reported to not have the authority to
deal with share swap arrangements as carried out by CP
and Telenor, the parent companies of True and DTAC.

Without a clear response from the regulatory body,
consumer protection groups spearheaded by the Thai-
land Consumers Council this week vowed to petition
the NBTC, the Trade Competition Commission (TCC)
and the Stock Exchange of Thailand (SET) and even the
cabinet if need be.

The action by consumer groups again shows the
shortcomings of state regulatory bodies in dealing
with questionable business actions related to mergers
and acquisitions.

Another glaring example was Tesco's acquisition by
CP Retail which increased Charoen Pokphand Group's
dominance in the market.

A few years ago, the TCC approved the CP-Tesco
deal despite concerns it would reduce competition in
the retail sector. TCC said the deal would not result in
a monopoly but that hasn't stopped consumer groups
from asking the Administrative Court earlier this year to
rule against the TCC’s decision.

If state regulators worked harder and showed concern
in protecting the interests of consumers, then consumer
groups would not have to sweat over these issues at
all. Hopefully, this time around state regulators will do
better when handling the True-DTAC mega-merger.

State regulatory bodies especially the NBTC, TCC and
SET need to communicate with the public and explain
what they will do to make this deal good and fair for all.
The public is watching. They should not be let down.
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Merger a disaster

Re: “Telecom mega-merge faces hur-
dles,” (Business, Nov 23) and “Mobile
merger seen as perilous,” (Business,
Nov 24).

The National Broadcasting and Tel-
ecommunications Commission is such
a useless regulatory agency. It should
allow foreign competitors to enter the
Thai mobile and internet market. If this
DTAC/True merger goes through Thai-
land will have two major mobile cor-
porations and they can split the market
with little to no competition. A duopoly,
so to speak. Soon, consumers will see
their mobile and internet bills skyrocket.
That is why we need a few low-cost local
mobile operators or a few foreign mobile
operators to keep competition going.

PONGTORN NAKORNSRI

Shaking up English

Re: “Take English action,” (PostBag,
Nov 24).

Having taught English to all levels,
from kids through to under-grad and
grad programmes along with adult
executives, [ have a few ideas that
would help:

1) Only hire people who are real
teachers with either an English or Edu-
cation degrees.

2) Class sizes need to be reduced to
no more than 20 students.

3) Allow for testing to include ac-
tual speaking.
DARIUS HOBER

China leads the way

Re: “New green frontier,” (Asia Focus,
Nov 22).

China has clearly “got it” when it
comes to recognising the vast potential
of clean technologies needed for ad-
dressing address climate change and
pollution threats and, at the same time,
generating huge income and employ-
ment. Rather than clinging desperately
to dead-end technologies such as coal-
fired power generation and internal-
combustion engines for transport, China
has carved out leadership positions in
developing and implementing clean
renewable power and transport.

By starting early in nurturing the
solar and wind sectors, China became
a global leader in producing and selling
the materials and technologies needed

CONTACT: BANGKOK POST BUILDING,

136 NA RANONG ROAD,

KLONG TOEY, BANGKOK 10110

FAX: +02 2403666,

email: postbag@bangkokpost.co.th

All letter writers must provide a full name
and address. All published correspondence is
subject to editing at our discretion
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to generate clean power. China has a
long way to go to shed its dependence
on outdated dirty technologies, but its
progress in the past decade has been
truly astounding.

SAMANEA SAMAN

‘Culture’ no excuse

”

Re: “Time to move on,” (PostBag, Nov 25).

I'm in total agreement with Mr Sa-
man’s opposition to animal fighting in
Thailand. The fact that such barbarity is
legal can be seen as another example of
how Thais are Buddhists in name only.

Idon't care if such cruelty is part of
a cultural tradition. So was slavery in
America. “Culture” simply means the
way people do things. If what they’re do-
ingis good then keep it that way. If what
they're doing is wrong and cruel, then
change it. That simple!

ERIC BAHRT

Colonial benefit

Re: “English gets raw deal,” (Editorial,
Nov 22).

As hurtful as it may seem to Thailand,
which is proud of not being colonised,
countries that were colonised seem to
have remarkably good English-speaking
populations. Colonisation did have
some advantages for those not too proud
to use them.

RON MARTIN
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