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EXECUTIVE SUMMARY
The last quarter of the 20th century has witnessed a number of
significant changes in the technology, market structures, and regulation of
international telecommunications. A rapid development in technology has
expanded the capabilities of modern telecommunications. In addition to
technological evolution, the decisions of many governments to liberalize and
privatize what was traditionally a government-run sector have resulted in
increased competition. This has produced, for m ost customers, more choice
and lower prices for telecommunications services.
Thailand has undertaken to the World Trade Organization (WTO)
under the Fourth Protocol of the WTO's General Agreement on Trade and
Services that it will achieve full liberalization of telecommunications by
2006. The liberalization process in Thailand has begun with the approval of
the Master Plan for Telecommunications Development. Telecommunications
services in Thailand are presently provided exclusively through two
monopolistic state enterprises, The Telephone Organization of Thailand
(TOT) and The Communications Authority of Thailand (CAT). Commercial
organizations are able to operate and compete in Thai telecommunications
market under the 'build-transfer-operate' (BTO) regime.
The r esearch hypothesized that the pressures from the WTO
Agreement on Basic Telecommunications ru1d the Telecommunication
Development Master Plan will create deep impact on competitive opportunity
of both incumbents and new entrants particularly, new GSM 1900 MHz
Mobile Phone or THAI MOBILE. Telecommunication liberalization will render
the market more competitive, new entrants will face several obstacles.
The specific objectives of this research are to supply THAI MOBILE
with an overall picture of the possibilities from the Thai telecommunication
liberalization. The result from the research is input for future activities at
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THAI MOBILE. The objectives of the research are to ascertain the rationale
for the Thai decision to open its telecommunications market, to describe the
key initiatives for Telecommunications Liberalization taken by the Thai
government and discuss about its importance and about problems occurred
before and after the Liberalization, to analyze the potential impacts of
Telecommunications Liberalization which will bring positive impacts to new
entrants and the great benefits to consumers, and to recommend the
desirable business and marketing strategies for THAI MOBILE to equally
compete with incumbents, and also new entrants in the fiercely competitive
Thai's mobile market.
With the mentioned objectives, the researcher conducted the six
statements of problem. First, what are the rationales for Thailand decide to
open its telecommunication market. Second, what are the importance of the
WTO Agreement on Basic Telecommunications and the Master Plan
Telecommunication
liberalization?

Development

Third,

what

are

for

Thailand

important

telecommunications

changes

on

the

Thai

Telecommunication market before and after liberalization? Forth, whether
domestic telecom operators agree or disagree with the Liberalization of Thai
Telecommunication

Services.

Fifth,

what

potential

impact will

the

Telecommunication Liberalization have on the Thai telecommunications
industry? Sixth, what are desirable business and marketing strategies
suitable for THAI MOBILE to survive in the fiercely competitive Thailand's
mobile market?

Furthermore, the statements of the problems are used to

define the hypothesis testing. Based on the above diagram of the guiding
framework, the researcher hypothesized that:

Hypothesis 1: The global trend towards competitive market liberalization
represented in the WTO Basic Telecommunications Agreement is the
rationale for the Thailand decision to open its telecommunications market
and improve telecommunications sector performance in Thailand.

Ill

Hypothesis 2: Under the Telecommunication Development Master Plan, the
four key initiatives which are the laws relating to telecommunications, the
privatization of the TOT and CAT, the establishment of the NTC, and the
telecommunications concession conversion will create a fair environment for
incumbent and new entrants in mobile phone market.

Hypothesis 3: Telecommunication Liberalization will have positive impacts
to a new entrant and will bring certainly benefit to consumers.

Hypothesis 4: Whether in fact Thailand needs more operators and whether
the new entrants, THAI MOBILE will be able to survive in a fiercecompetition market after the liberalization of the telecom market.

Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a key
selling point.
The framework of the research is used to review related literature and
analyze the perceived potential impacts the telecommunication liberalization
will have. Under this framework, the perceived potential impacts will be
examined in three elements. Firstly, the liberalization of Thailand
Telecommunications services under Thailand's commitment to the WTO, the
WTO Agreement on Basic Telecommunications will be focused on three
priority regulatory areas which are the independent regulator, competitive
safeguards

and

commitment

to

market

openness.

Under

the

Telecommunication Development Master Plan, the key four initiatives are
the laws relating to telecommunication businesses; the telecom concession
conversion; the privatization of the TOT and CAT; and the establishment of
the independent and impartial regulatory body, the NTC, along the
principles set forth by the WTO. Secondly, theoretical study, which is five
competition forces, will be explained and recommended the desir able
business and marketing strategies in order to provide THAI MOBILE the
biggest competitive advantage to equally compete with incumbents, and also
new entrants in fierce-competition mobile phone market. Thirdly, the
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research will use the first and second elements to analyze the potential
impact of telecommunication liberalization on competitive opportunities of
the new entrant in the case study of THAI MOBILE 1900.
This research will use a qualitative approach via in-depth interviews.
The

criteria

for

targeted

respondents

are

who

involved

m

telecommunications market particularly in mobile phone market and are at
the level of middle management or above. In-depth interviews were used as
the researcher needed to ascertain detailed information. Primary data
consists of in-depth interviews with industry professionals. Secondary data
is based on information given by the respective companies e.g. information
brochures, annual reports, web pages, and good articles from business
press but excluding political rumors.
The findings from in-depth interviews presented the achievement of
objectives, the answer of statements of problems and hypothesis testing. It
is obvious that each objective, each problem is clearly answer and all of
hypothesis have vital importance to mobile phone operators seeking to
understand the crucial factors for successful transition into the mobile
phone market, such as the importance of branding, pricing and distribution
channels,

retaining customers in a

highly competitive marketplace,

developing strategies for attracting and retaining n ew subscribers and
maintaining high service levels, network coverage and quality, customer
service and quality and new product development, to stimulate further
growth in consumer demand.
However, the information or date received from the analysis result of
this research should be analyzed carefully by also taking the time,
environmental and technological changes into consideration because the
industry as well as operators' attitudes are dynamic. The study is not guided
by any intention to say what operator is the best in the market. The purpose
is to give as good as possible a picture of thinking potential impacts and
competitive opportunities of the new entrant, THAI MOBILE in the market.
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ABSTRACT
Telecommunication is one of the most fascinating industries.
Significant changes are taking place at the same time in technology, market
structures, regulation of domestic and international telecommunications,
a nd human behavior. In addition to technological evolution, the decisions of
many governments to liberalize and privatize what was traditionally a
government-run sector have r esulted in increased competition. This has
produced,

for

most customers,

more

choice and

lower

prices

for

telecommunications services.
The

Thai

liberalization,

telecommu nications

which

will

create

new

industry

is

competitive

movmg

towards

opportunities

for

incumbents and also new entrants to help level the playing field and cr eate
fair competition. The open competitive telecommunication environment will
not only enhance Thailand's competitiveness, but will also bring about a
myriad of consumer benefits.
The objectives of the research are to ascertain the rationale for the
Thai decision to open its telecommunications market, to describe the key
initiatives

for Telecommunications Liberalization taken

by

th e Thai

government and discuss about its importance and about problems occurred
before and after the Liberalization, to analyze the major impacts of
Telecommunications Liberalization which will bring positive impacts to new
entrants and the great benefits to consumers , to provide THAI MOBILE the
strategies to equally compete with incumbents, and also new e ntrants in the
fiercely competitive Thai's mobile market, and to recommend the desirable
business and marketing strategies for THAI MOBILE.
The research hypothesized that the Telecommunication Liberalization
has effects on Thailand Telecommunication Industry and pressures from the
WTO Agreement on Basic Telecommunications and the Telecommun ication
Development Mater Plan will create deep impacts on competitive opportunity
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of both incumbents and new entrants. Telecommunication liberalization will
render the market more competitive, new entrants will face several obstacles
e.g., high investment, market knowledge, lead-time for network installment,
and the foreign investors are eager to occupy the Thai telecommunications
services market.
To find a niche m this market, it is critical for the new comers to
learn more about market and evaluate the investment attractiveness from
the market structure. Therefore, the objective of this study is aimed at
providing a roadmap of the investment potentials by analyzing the mobile
phone services market structure. The study found that the permitted
operators in the mobile services market in Thailand would generate
considerable profits because of its market structure. Before and after
Thailand telecommunication liberalization, the existing mobile phone
operator would still be the biggest operator in its mobile services market.
Therefore, the foreign investors should take advantage of the joint projects
with the existing domestic operators or invest in the sta te-owned firms
directly. In addition, the international telecommunication players would
have relative advantages than the investors in other industries. Utilizing
their domain knowledge and cost saving advantages to cooperate with the
state-own firms, those global telecommunication players would generate
considerable revenues.
Hence, the research analyzes the potential impact of Thailand's
telecommunications liberalization especially on the great competitive
opportunities of new entrants in the mobile phone market. The research
provides a useful guideline for the Thai telecommunication industry to cope
with the difficult situation of telecommunication liberalization and to
facilitate it to carry out their business and marketing strategies; or even
provide a great opportunity guideline for those companies that want to enter
Thai telecommunication market with the key to survival and success.

vii

ACKNOWLEDGMENTS

Many people have made significant contributions either directly or
indirectly to this thesis. First and foremost, I would like to thank my thesis
Advisor, Dr. Tang Zhimin. My Dr. Tang is one of the greatest teachers I have
ever met. More importantly, he has been a true supporter and a great
adviser for me. He always listened and gave me excellent advice to guide me
through the difficult process of this thesis. My sincere appreciation goes out
to him.
I would like to express gratitude to my Co-Advisor, Dr. loan Voicu for

his invaluable advice and encouragement. Dr. Voicu shared with me his
knowledge and advice about my country and his country. His contribution
on my thesis is significant. The substance of this thesis could not be this
much interesting without his advice.
I am especially grateful to all targeted respondents w ho are involved

in telecommunication market. Thanks for sharing your valuable time. The
study could not have seen the light without your valuable answers and
comments.
I would also like to thank all my colleagues at ABAC, especially those

in the MBA evening program. I cannot name all of them here. Their support
and encouragement has been so important in getting me through many
tough times. It is great to have good friends around who keep assuring you
that you can finish whatever you want no matter how hard it is. I feel so
lucky to have an opportunity to work and learn with them and will cherish
the memories that I have with them all my life.
My special thanks also go out to all my family members , especially to
my parents who have been waiting for the day I finish this degree. Finally, I
would also like to thank Assumption University in giving the great
opportunity to me to study the Master of Business Administration program.

viii

St. Gabriel's Library, Au

TABLE OF CONTENTS
Page No.

Committee's Approval Sheet

i

Executive Summary

ii

Abstract

v1

Acknowledgment

viii

Table of Contents

ix

List of Tables

xii

Ll~cl~~res

~

Chapter I - Generalities of the Study

1

1.1 Introduction of the Study

1

1.1.1 Development in the Global Mobile cellular

3

1. 1. 2 WTO and Telecommunications Development

11

1. 1. 3 Regulatory Environment of the Thai Telecommunications

14

1.1.4 Mobile Phone Industry Situation and Competition

17

1.1.5 Background and Current Situation of the THAI MOBILE

22

-

1.2 Statement of the Problem

r-

1.3 Research of Objectives

l::lt

1.4 Research Scope and Limitation

~

1.5 Significance of the Study
1.6 Definition of Terms

25

27
28
29
30

Chapter II - Review of Related Literature and Studies
2.1 Definitions and Concept of Liberaliza tion

33

2.2 Definitions and Concept of Privatization

37

2.3 WTO Agreement on Telecommunication Services

39

2.4 Master Plan for Telecommunications Development

45

2.4. 1 Laws relating to Telecommunication Businesses
2.4.2

Re~latory

46

50

framework of Telecommunications

2.4.3 The Establishment of the Independent

Re~latory

2.4.4 Telecommunications Concession Conversions

Body

55
56

2.5 Empirical studies

61

2.6 Definitions and Concepts of Competition

74

2 .7 Michael E. Porter's Five Force Model

76

ix

Chapter III - Research Frameworks
3.1 Research Framework

81

3.2 Research Hypothesis

84

3. 3 Expected Ou t cornes

85

Chapter IV - Research Methodology
4.1 Research Methods Used

92

4. 1. 1 Primary Data

92

4.1.2 Secondary Data

93

4.1.3 Qualitative Research

94

4 .1.4 Pilot Study

95

4 .2 Respondents and Sampling Procedures

96

4.3 Research Instrument

98

4.3.1 Interview questions Design

99

4 .3 .2 The Limit ation of Interviews

99

4.4 Data Collection

100

Chapter V - Presentation and Critical Discussion of Results
5.1 Thailand telecommunications liberalization update

l::lt

5.3 Documentary Analysis
5.3.1

r-

5.2 Hypothesis

Analysis on Priority regulatory areas under the WTO
Agreement on Basic Telecommunications

106
110
111
112

5.3.2 Analysis on the key areas of liberalization under the
Master Plan for Telecommunications Development

1 17

5.3.3 Analysis on Thailand Telecommunication
Competition by Five Force Model

129

Industry

135

5.4 Interview Data Analysis
5.4.1 Interview Data Analysis on Hypothesis 1

136

5.4.2 Interview Data Analysis on Hypothesis 2

140

5.4.3 Interview Data Analysis on Hypothesis 3

144

5.4.4 Interview Data Analysis on Hypothesis 4

147

5.4.5 Interview Data Analysis on Hypothesis 5

152

Chapter VI - Summary, Conclusions and Recommendations
6.1 Summary of Findings

157

6.2 Conclusions

164

6 .3 Recommendations

172

x

174

Bibliography and References
Appendices
Appendix A: Reference Paper: WTO Agreement on Basic

185

Telecommunications

Appendix B: Guide for Interviews with who are involved in

189

Telecommunications Industry

Appendix C: Interview Questions for Interviewees

XI

199

List of Tables
Page No.

Table 1.1: Mobile phone subscribers per 100 inhabitants, by
region, 2000

8

Table 1.2: Mobile phone subscribers per 100 inhabitants, in
North America, 2000

8

Table 1.3: Mobile phone subscribers per 100 inhabitants, in

9

selected European Countries, 2000
Table 1.4: Mobile phone subscribers per 100 inhabitants, in
selected Asian Countries, 2000

10

Table 1.5: Structure of Global Telecommunication Industry

13

Table 1.6: Current Mobile Phone Operators and Systems

19

Table 1.7: Major Mobile Operators' Industrial Performance

20

Table 2.1: Different Types of Telecommunications Reforms
Processes

34

Table 2.2: Three Subsidiaries from TOT and CAT

54

Table 2.3: Mobile Phone Operators' revenue-sharing agreement

57

Table 2.4: Comparison of Concession of Major Signatories

61

Table 2.5: Major Issues in the Korean Concession to the WTO
Agreement on Basic Telecom Services.

63

Table 4.1: The target populations are in telecommunication
Industry

97

Table 5.1: Key areas and current situation of
telecommunication liberalization in Thailand

107

Table 5.2: Major issues and key areas to be analyzed the
effects of telecommunication in Thailand

111

Table 5.3: Status and Responsibilities of Regulatory
Authorities and Provision to ensure Independence of
the Telecommunication Regulator in Thailand

115

Table 5.4: Two Articles Amendments in telecommunication Act

118

Table 5.5: Trends of Privatization in Thailand Incumbent
Telecom Carriers

119

Table 5.6: The Latest Listing Schedule of the TOT and the CAT

120

XU

SL Gahriefs Library, Au

Table 5.7: Structure of Telecommunication Industry before and
after Liberalization

121

Table 5.8: The Guideline Comparison between TDRI and CUIPI

123

Table 5.9: The Different between TORI and CUIPI

124

Table 5.10: The Respondents who are involved in

135

Telecommunication Industry
Table 5.11: Rationales to the opening of Thai

136

telecommunications market
Table 5.12: Key initiatives under Telecommunication
Development Master Plan will able to create a fair
environment

140

Table 5.13: Positive impacts of Telecommunication
Liberalization to a new entrant and Consumers'
benefits

144

Table 5.14: Major factors for THAI MOBILE to survive in a
fierce-competition market after the
telecommunication liberalization

148

Table 5.15: Key success factors for mobile phone operators

152

Xlll

List of Figures
Page No.
Figure 1. 1: The mobile cellular boom (worldwide mobile
cellular subscribers and share of worldwide
mobile cellular subscribers by region (1990-1998)
Figure 1.2: Distribution of fixed and mobile telephone
subscribers, Internet users and population in the
Asia-pacific region

5

7

Figure 1.3: Organization Chart of the Ministry of Transport
and Communications

16

Figure 2.1: Dispersion of Shares to the Public, and
Establishment of Affiliates for Business Operation

53

Figure 2.2: An application of Porter's Five Forces model to the
Telecommunication Industry

76

Figure 3. 1: Research Framework for examining perceived
impact of Telecommunication Liberalization

83

Figure 4.1: Methodology Framework

102

Figure 5.1: Organization After Privatization

120

Figure 5. 2: Selection Process of the NTC

122

Figure 5.3: Scenarios for Concession Conversion before the
NTC set up

125

Figure 5.4: Scenarios for Concession Conversion after the
NTC set up

126

Figure 5.5: Scenarios for No Concession Conversion

127

Figure 5.6: Market Structure Analysis on Thailand
Telecommunication Industry Competition by Five
Force Model

130

XlV

CHAPTER 1
GENERALITIES OF THE STUDY

1.1

INTRODUCTION OF THE STUDY
Global liberalization, deregulation, and privatization are worldwide trend

in the telecommunications sector. Telecommunications play an ever-increasing
role in improving the quality of life of all people. The Thai telecommunications
industry is moving towards liberalization, which will create new competitive
opportunities for incumbents and also new entrants to help level the playing
field and create fair competition. The open competitive telecommunication
environment will not only enhance Thailand's competitiveness, but will also
bring about a myriad of consumer benefits.
The

development of the Thai Telecommunications industry has

commenced since 1995. The liberalization process in Thailand has begun with
the approval of the Master Plan for Telecommunications Development in 1997.
In early 1998, the Thai Government approved the World Trade Organization
(WTO) commitments, which stipulate that the Thai telecommunications market
must be liberalized to foreign operators and local competition by 2006.
Under the Master Plan, Thai Government plans to implement domestic
liberalization to prepare domestic operators for international competition
before opening the telecommunications market to foreign competitors. The
government needs every company to start on equal ground, to enhance free
and fair competition. The key four initiatives for Thai government will take
telecommunications liberalization are as follows:
•

The amendment or abolishment for outdated Telecommunication laws

•

The privatization of two State Owned Enterprises

•

The establishment of the independent and impartial regulatory body

•

The telecom concession conversion of the revenue sharing scheme into
licenses
1

The liberalization is expected to have effect for the domestic companies.
Foreign companies will probably enter the market directly and indirectly. They
may even compete with Thai companies as telecom service providers, operators
or distributors of telecom equipment and accessories. As a result, there will be
more competitors in the market, and the competition is expected to be more
intense. The tension between competitive markets and the current economic
situation is nowhere clearer than in the mobile cellular services held. There are
currently six mobile phone operators from both private and government
sectors. This also includes a brand new operator of the government sector
whose service will soon be available to the public.
The telecommunication liberalization is expected be implemented
concurrently with the privatization of the state-owned enterprises in order to
create a

competitive open environment where effective competition is

encouraged and functional. The state-owned enterprises have brought m
another modern digital system with the frequency range of 1900 MHz to be a
powerful base that will help ensure future financial stability, and commercially
strong and effective competition after they are privatized and before
liberalization. This development shall provide an alternative for consumers and
prepare Thailand for the liberated telecommunications operation as well as
state-owned enterprises for entering 3rct Generation (30) or International
Mobile Telecommunications (IMT) 2000.
However, the opening up of the market poses difficult challenges to
domestic companies because they may not able to flexibly respond to the
swiftly changing competitive environments simply by utilizing their own
internal resources and capabilities. Under the WTO Telecommunication
Agreement, a high degree of business competition is expected to be generated
especially from foreign investors. In this regard, most companies in advanced
countries, especially those engaged in high technology indust ries, have tried to
strengthen their competitiveness by maldng collaborative relationships with
other firms through strategic alliances. Strategic alliances s eem to be the first
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choice of domestic companies to face competition consistent with the WTO
Telecommunication Agreement.
Hence, the research will analyze the potential impact of Thailand's
telecommunications

liberalization

especially

on

the

great

competitive

opportunities of new entrants in the mobile phone market. The research will
provide a useful guideline for the Thai telecommunication industry to cope
with the difficult situation of telecommunication liberalization and to facilitate
it to carry out their business and marketing strategies; or even provide a great
opportunity guideline for

those

companies that want

to

enter Thai

telecommunication market with the key to survival and success.

1.1.1 Development in the Global Mobile Cellular
The 21st century will mark the entrance to what we call the "Information
Age". As the world economy becomes increasing competitive, the need for a
modern and reliable telecommunications network is as compelling as ever.
Access to high-quality communications services at competitive prices will
bolster economic growth and boost efficiency and productivity in business,
government and

social services

sectors.

With

the emer gence

of the

"Information highway", citizens across the world can exchange, access and
learn from all sorts of information made available on line. Moreover, they will
also be able to exchange and communicate ideas furthering what is becoming
a borderless society.
Thus, there need to be leaps in telecommunications development, be
they in terms of quantity, quality, access, regulations or competition as well as
privatization of state enterprises in order for the industry to meet the surging
demand for communications services in keeping with the expansion of the
economy, population and rising income level, as well as to prepare Thailand
for the new era brought about by the "Information Revolution" 1

1 Thailand

Development Research Institute (TDRI) Foundation. (1997, Au gust). Telecommunications

Master Plan 1997-2006: Executive Summary.
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Significant changes in technology, market structures, and regulation of
international telecommunications combined with the rapid increase in demand
for increasingly diverse telecommunication services have forced many
governments to liberalize and privatize what was traditionally a governmentrun sector and have resulted in increased competition. Many countries reform
the entire telecommunications system including laws and regulations, market
structure and management. These have produced, for most customers, more
choice and lower prices for telecommunications services2. They also open new
opportunities for mobile cellular services.
The global boom m mobile cellular communications has been truly
astounding. At the end of 1999 there were almost 500 million subscribers
around the world, up from just 11 million in 19903 . Today everyone is a
potential mobile cellular customer. Mobile cellular already accounts for over
one third of all telephone connections. It seems highly likely that the number
of mobile subscribers will surpass conventional fixed lines during the first
decade of this millennium. Both developed and developing countries are
sharing in this revolution. In developed countries, subscribers are flocking to
mobile phones as a complement to existing fixed lines; in developing nations,
mobile phone services are emerging as a substitute for shortages of fixed lines.
The m obile cellular boom has revolutionized the concept of telephony in
a number of ways. First and foremost, with mobile subscribers we no longer
call a place but a person. Small, portable handsets have liberated subscribers
from the cord that fixed-line telephones to a geographic location making them
reachable anytime and anywhere. Beyond this, compared with fixed-line
telephones, mobile cellular typically offers a greater variety of options in terms
of features and tariffs.

More in-depth discussion of these trends can be found in the 1996 /9 7 World Telecommunication
Development Report on Trade in Telecommunications, which is available for purc h ase from the
ITU Website at http://www.itu.int/ti/publications/index.htm#wtdr96/
2

3 The

Economist (1999, October 09)
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Figure 1.1 The mobile cellular boom (worldwide mobile cellular subscribers,
and share of worldwide mobile cellular subscribers by region ( 1990-1998))

Worldwide mobile cellular
subscribers (millions)

Share of worldwide mobile cellular
subscribers. by region

0%
1990 91

92

93

94

95

96

97

98

1990 91

92

93

94

95

96

97

98

Note: "Developed Asia-Pacific" in the right chart refers to Australia, Hong Kong
SAR, Korea (Rep. of), Japan, New Zealand and Taiwan-China.
Source: ITU World Telecommunication Indicators Database, 1998
Mobile cellular was the first telecommunication market segment where
private ownership and competition were introduced in many countries.
Foreign, strategic investors almost always back start-up mobile cellular
companies. This combination of competitive markets, private ownership and
foreign investment has created an appropriate environment for rapid growth.
But the market has been driven, as much as anything, by rampant demand.
When mobile phones were first introduced in the early 1980s, they were
mainly confined to cars, constrained by weight and power requirements. But
as mobile phones became lighter, cheaper and more attractive, they have left
the car and entered the briefcase, the handbag and the pocket. A modern
portable typically weighs a few hundred grams, is brightly colored, has a small
screen and more features than the average user might use in a lifetime. Mobile
phones have as much in common with fashion accessories as plain old
telephones. The success of mobile services has been a triumph of technology
married with marketing.

5

Around one-third of the world's telecommunication market - measured
by subscribers and users of fixed telephone, mobile cellular and Internet
networks - is located in the Asia-Pacific region. The region has considerable
potential as it accounts for almost 60% of the world's population. Despite flat
economic growth in 1997 and 1998, the telecommunication networks of the
region's developing countries continued to grow. The most resilient were the
Internet and mobile sectors. Five of the top ten Internet markets in the world
are now in the Asia-Pacific region . In terms of subscribers in the mobile arena,
China and Japan hold the second and third ranking in the world respectively.
Fixed-line networks have also grown, albeit much slower than the Internet or
mobile ones4.
The Asia Pacific region was adversely affected by the economic crisis
that struck in mid-1997. Economic output declined sharply in many East and
South East Asian economies. Recent data suggest that the region has
overcome this setback and is poised to regain its position as the preeminent
telecommunication market in the world.
There is still much room for improvement among the region's developing
countries. Overall, the fixed-line telephone density for developing countries in
the region was just above five main lines per 100 inhabitants at year-end
1999, with many nations yet to reach one line per 100 people. Some many
million people are on waiting lists for the fixed-telephone service and many
more have not signed up because they cannot afford the service now. Less
than one-fifth of households in the region's developing countries have their
own telephone service.

4

ITU. (1999). Telecommunication Indicators Update, Eastern Resurgence, Asia-Pacific
telecommunication markets.
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Figure 1.2

Distribution of fixed and mobile telephone subscribers, Internet
users and population in the Asia-pacific region

Distribution of fixed and mobile telephone subscribers,
Intern-et vsers and popvJation in the As-lo- Pocific region and
the rest of the world ( 1999)

:::~:.'<.m::·n:

ITU. 2000.

Source: ITU World Telecommunication Indicators Databa se, 2000
Wireless technology holds much promise for promoting communication
access in the region. There are already more mobile than fixed-telephone
subscribers in Hong Kong SAR, Japan, the Republic of Korea, Singapore and
Taiwan-China. Among the Asia-Pacific developing countries, there were 1.8
mobile phone subscribers per 100 inhabitants at year-end 1999. In this group,
only Cambodia has made the more mobile than fixed-line service crossover
and two other nations are on t he verge of doing the same: the Philippines and
Malaysia. One of the factors driving cellular growth in the Philippines is the
popularity of pre-paid plans. At the end of 1999, over 70 % of Filipino mobile
subscribers were using these plans. As pre-paid programs get more
established in the region, mobile subscriptions should rise.
At the end of 2000, mobile telephone subscribers accounted for 12 % of
the world's population, according to the ITU. Mobile phone penetration
continues to spread to every corner of the earth.
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Table 1.1

Mobile phone Subscribers per 100 inhabitants, by Region, 2000
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Source: International Telecommunication Union (ITU), May 2001
Europe is the leading region in the world, with 36.0% of the population
owning mobile phone. Oceania follows closely behind, with 33.2%, and is
expected to overtake Europe in the next 5 years.

Table 1.2 Mobile phone Subscribers per 100 inhabitants, in North America

Region

Source: International Telecommunication Union (ITU), May 200 I
Figures from the ITU indicate that the US has a mobile phone
penetration rate of 40%. This exceeds that of the European region; however,
nearly every country in Western Europe has a higher penetration than the US.
Surprisingly, neighboring Canada has only about half the mobile phone
penetration of the US.
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Table 1.3

Mobile phone Subscribers per 100 inhabitants, in Selected
European Countries, 2000
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In nearly every Western European country mobile phone penetration
exceeds that of Internet penetration and is well above 60% penetration for
most countries. While mobile phone penetration is particularly high in Western
Europe, this contrasts markedly with Eastern Europe, which lags behind its
Western neighbors.
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Table 1.4 Mobile phone Subscriber s per 100 inhabitants in selected Asian
Countries, 2000
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The Asia Pacific region is one of the fastest growing in the world for
mobile phones due to the introduction of prepaid service and sharp reduction
in handset prices. The market h as grown from a relatively low penetration of
just 18% in 2000 to 28% at the end of year 2002. In many countries in this
region the penetration rate exceeds 50%.
Prior to the economic down turn in Asia, Thailand was experiencing a
remarkable economic growth enabling broad expansion in the mobile phone
industry. During the economic crisis from 1997 to 1998, the growth of mobile
phone users declined from 19% in 1997 to 11% in 1998. However, the number
of users per 100 p eople (penetration rate) increased from 3.6% in 1998 to
4 .40% in 1999, which was still low compared to other countries of comparable
economic development. The penetration rate increased from 5.2 % in 2000 to
12.6% in 200 1 and was up to 26.0% in 2002 additional, the penetration rate
was expected up to 35% in 2003 .
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1.1.2 WTO and Telecommunications Development
The changes in the technology and market structure are now being also
reflected in

regulatory reform.

The trend towards

competitive market

liberalization represented in the World Trade Organization (WTO) Basic
Telecom Agreement which was concluded on 15 February 1997 and entered
into force on 5 February 1998, commits some 72 countries to a progressive
opening of their basic telecommunications services markets to competitive
entry and increased foreign investment. In addition, the WTO reference paper
on regulatory principles, included in the schedule of commitments of most
participants in the agreement, requires that countries establish regulatory
bodies that are independent of operating companies and services providers
and establish a dispute settlement mechanism to resolve interconnection
disputess.
WTO

Basic

Telecom

Agreement

has

brought

important

new

opportunities to improve telecommunications sector performance and has also
brought significant challenges for Asia Pacific economies to implement the
commitments they have under the WTO Basic Telecom Agreement.
Following experiences from other countries with a relatively advanced
telecommunications service industry we can provide many useful lessons,
some of which may be relevant to the Thai telecom case 6 :
•

Competition will penetrate every niche of the market, even in fixedline, mobile phone and Internet services, which are believed to be
one of the last bastions of natural monopolistic markets.

5

The changing international telecommunications environment: country case studies from the

ITU Website at http:/ /www.itu.int/ osg/ spu/wtpf/wtpf98/ cases/final/ overview2 .pdf
6

Thailand Development Research Institute (1997, August). Telecommunications Master Plan

1997-2006: Executive Summary
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•

Competition has eliminated inefficiencies inherent in uncompetitive
markets. As a result, prices have fallen continuously while service
quality improves notably.

•

Competition tends to drive prices down towards costs, while in
regulated markets price-cap regulation can help keep prices aligned
with costs.

•

Among

countries

with

comparable

development,

liberalized

telecommunications markets show a faster growth in general than
those in which competition is limited.
•

Privatization of state enterprises is a prerequisite for market
liberalization, as it will enable state-owned enterprises to compete
with private providers on a level playing field.

•

Distinction between basic and valued-added services and between
cable and wireless technology is becoming less and less clear.

•

There is a convergence among voice, video and data transmission.
The telephone network of the future will be able to carry all types of
services including telephone, facsimile, the Internet, video-ondemand and many other services.

•

The pricing structure will move more toward network access and
value of service rather than duration or distance, as was the case in
the past.
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Table 1.5

Structure of Global Telecommunication Industry

Competitive

United

USA
Environment

Long

Thailand

Partially
der egulated

Korea

Japan

Monopoly

Monopoly

Liberalized

TOT

LiberalizedLiberalized

Cellular

Malaysia

MonopolyLiberalized

distance

Singapore

Kingdom

Deregulated (Vodafond,

DTAC; AIS;
DPC and

BT Cellnet)
TA Orange

*

~

Monopoly

Telekom

Liberalized-

Malaysia;

Korea

Celcom (TRI);

Mobile

Mobikom;

Telecom;

Binariang;

Sungkyong

Sapure, MRCB

Source: Euro money Publication, 2000
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Liberalized

1.1.3 Regulatory Environment of the Thai Telecommunications
Thailand's telecommunications sector is dominated by the traditional
government monopoly and insulated from foreign competition in services and
operations. Government agencies catering to telecommunication services are
the Telephone Organization of Thailand (TOT), which is responsible for the
domestic market and neighboring countries, and the Communications
Authority of Thailand (CAT), which is responsible for all international services,
including telephone, Internet and postal services. In practice, however, there
is an overlap of responsibilities, resulting in competition between the two state
enterprises in certain sectors of telecommunications

(such as mobile

telephones, data communication and paging services).
The two state enterprises fall under the supervision of the Ministry of
Transportation and Communications (MOTC), which overseas frequency
management and allocation through its the Post and Telegraph Department
(PTD). The ministry is also responsible for satellites, and acts as Thailand's
representative

m

international

forums

relating

to

postal

and

telecommunications services. (See the Organization Chart of the Ministry of
Transport and Communications, which is showed in the figure 1.6)
The PTD operates under three acts: the Postal Services Act B.E. 2477
(1934), the Telegraph and Telephone Act B.E. 2477 (1934), and the Radio
Communication Act B.E. 2498 ( 1955). The PTD had been the sole body
responsible for communication services, but with the incorporation of the TOT
in 1954 and the CAT in 1977, PTD's role was significantly reduced. The two
state enterprises have now assumed the PTD's role of oversight and regulation
of domestic telephone, international telephone and other services.
The Telephone Organization

of Thailand Act B. E.

2497

( 1954)

established the TOT in 1954 as a state enterprise under the MOTC. The act
also transferred all telephone operations from the PTO to TOT.
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The Communications Authority of Thailand Act B.E. 2519 ( 1976)
established the CAT in 1977 as a state enterprise under the MOTC. The CAT
was created to oversee and regulate postal and international telephone
services.
Up

until

the

1990s,

Thai

government

has

monopolized

telecommunications, but there has been some relaxation of the government's
hold

since

1993

because

of

the

rapidly

increased

demand

for

telecommunications infrastructure and Thailand's high economic growth rate,
there was inadequate telecommunications infrastructure provided by the
Government's agencies. This prompted the Government to allow private sector
participation.

In the early 1990s, the TOT initiated a program of involving

private sector participants in the expansion and upgrading of the telephone
network in the Bangkok Metropolitan Area. This would help the network keep
pace with increasing demand without burdening the public sector. The
method used for private sector participation was the Build-Transfer-Operate
(BTO) agreement.
Under

BTO

agreements,

private

sector

enterprises

are

granted

concessions to build infrastructure and provide service on revenue sharing
basis with relevant government agencies (TOT, CAT or PrD). Due to the fact
that Thai law does not allow private ownership of telecommunications
infrastructure, upon completion of construction and installation, ownership in
infrastructure facilities is transferred to

the concession-granting body

immediately while the concessionaire retains exclusive right to use these
assets for the term of its concession. Concessions have been awarded in many
sectors of the telecommunications industry, ranging from wire lines, wireless,
Internet, and data communications to various value added services.
The TOT and the CAT currently assume the role of being both
regulators and operators of the telecommunications industry.
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Figure 1.3 Organization Chart of the Ministry of Transport and Communications7
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Ministry of Transport and Communications. (1992). 80 Years of the MOTC. Bangkok, Thailand, l.
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1.1.4 Mobile Phone Industry Situation and Competition
The Thai Telecommunications industry is controlled by two state
enterprises, the TOT and the CAT, which fall under the direct control of the
MOTC. Nevertheless, frequency allocation control and management are under
the PTD's responsibility. Not limited to taking care of and controlling the
telecommunication industry, the TOT also provides fixed line telephone service
for domestic as well frontier countries surrounding Thailand while the CAT
provides international telephone service. Moreover, both the TOT and the CAT
also provide mobile phone service but network coverage is limited.
Since 1984 when Cellular mobile phones businesses were introduced in
Thailand, the MOTC has approved cellular systems operation to the TOT and
the CAT which both are part of the government in an effort to create
competition in the cellular mobile phone market. In July 1986, TOT
introduced a 470 MHz Nordic Mobile Telephone while CAT introduced an 800
MHz Advanced Mobile Phone System (AMPS 800 Band A) in February 1987.
Due to the fact that economic growth surged at an unexpectedly high
level, there was a severe shortage of telephone and other telecommunications
services. As the public sector could not invest to expand telephone service
sufficiently to match the rapidly increasing demand, it felt the need to enlist
private sector participation and investment. The law, however, did not, and
still does not, allow private enterprises to own network equipment assets that
are meant for public service. It was at this juncture that the Build-TransferOperate (BTO) concession was granted to circumvent legal restrictions. The
BTO concession allows the state (as concession providers) and private
companies (as investors of the network construction and service provision) to
jointly share monopoly profits from telecommunications service provision.
Mobile subscribers in Thailand are continuously increasing every year
with the outstanding performance in year 2000 as the net additional
subscriber would expectedly be somewhere near 1 Million. The penetration rate
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as of September 2000 at 5.2% is still relatively low, hence the opportunity for
further growth is still very promising. The growth rate in the mobile sector was
53% in 2000 and is expected to continue in the next few years. Currently,
Thailand's mobile operators are enjoying an overwhelming demand for mobile
services, with hundreds of thousands of new subscribers signing up every
month and forecasted to grow to 12 million subscribers in 2002.
Nowadays, Thai mobile phone market temperature is rising, especially
with the entrance of newcomers that will certainly introduce innovative
strategies to boost the market. The existing operators launch new marketing
campaigns to protect their customer base while the newcomers like TA
Orange, THAI MOBILE and CDMA run by a joint venture between CAT and
Hutchison Wampao has to introduce innovative measures to attract as many
subscribers as possible. New services offered through GPRS network are
viewed as a marketing tool that will boost the market and expand the
customer base. In November-December 2001, the existing operators released
many attractive packages covering the fixed charge for a specific airtime
period, waiving of monthly fee, etc.
In addition to the interesting promotions introduced by operators, the
handset prices sharply fell almost 10-20% leading to the increase of mobile
subscribers. As the incomes of these operators decline due to the decreases of
monthly fees, airtime charges, lowered handset prices and SIM Card they
focus on generating income from value added services such as SMS (short
message service), mobile Internet, incoming ring downloading, automatic voice
mailbox, email, etc.
At present, there are six analog and digital mobile phone operators
providing services on eight systems.

In 2002, the TOT and the CAT had a

joint venture to operate theirs GSM 1900 MHz Mobile Phone under the brand
name of "THAI MOBILE".
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Table 1.6

Major Mobile Operators and Systems
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7,000

Source: Information from Operator's Website in the Thai mobile phone market
Pre-paid phone is also a new source of income for these operators as
during the past years, this segment of the market has continually grew due to
the rising demand of customers who would like to control the bill, and
convenient channels to add usage time to the pre-paid cards. In 2002 the prepaid phone market grew by 30-40%.
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Table 1.7 Major Mobile Operators' Industrial performance
Jun-02

Jul-02

Aug-02

Sep-02

Oct-02

AIS

7,454,400

8,043,000

8,901,700

9,364,800

9,620,100

DTAC

4,251,532

4,603,355

4,899,507

5,130,308

5,240,455

DPC

382,310

384,310

385,810

387,233

387,233

TA ORANGE

502,725

647,231

732,793

874,468

1,000,000

Sub base

Grand mobile sub base 12,590,967 13,677,896 14,919,810 15,756,809 16,247,788
M-0-M growth

AIS

7.57%

7.90%

10.68%
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8.28%
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0.39%

0.37%

0.00%

24.13°;(,
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8.19%

8.63%

9.08%

5.61%

3.12%

42.42%

53.66%

70.07%

78.92%

83.79%

45.18%

57.19%

67.30%

75.18%

78.95%

-2.92%

-2.41%

-2.03%

-1.67%

-1.67%

TA ORANGE

204.68%

292.26%

344.12%

429.98%

506.06%

Total annual growth

44.37%

56.83%

71.07%

80.67%

86.30%

Penetration rate

20.31%

22.06%

24.06%

25.41%

26.21%

AIS

59.20%

58.80%

59.66%

59.43%

59.21%

DTAC

33.77%

33.66%

32.84'Yo

32.56%

32.25%

DPC

3.04%

2.81%

2.59%

2.46%

2.38%

TA ORANGE

3.99%

4.73%

4.91%

5.55%

6.15%

~~

DPC
TA ORANGE

~

Total M-0-M growth

Annual growth
AIS
DTAC
DPC

~'
,______..

~

w.

A

Market share

Source: AIS, DTAC, DPC, TA Orange, Kim Eng research
As shown in Table 1.7, Thai mobile phone industry recorded 490,979
new subscribers in October 2002, the lowest number of new adds over the last
year. With net cumulative subscribers of 16.25mn, the mobile penetration rate
has already reached 26.21 % of the 62.3mn total estimated population.
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In term of market share as of October 2002, AIS (including DPC)
remained the market leader with 61.59% of the total subscriber base, followed
by 32.25% for DTAC and 6.15% for TA Orange. With its aggressive prices and
promotions, TA Orange enlarged its market portion from 1.85% at the end of
last year by taking a 2.72% share from AIS (mostly from DPC) and a 1.59%
share from DTAC. The management of TA Orange has set a target market
share of 15-20% for next 1-2 years, which, if achieved, would likely lower the
market share of AIS and DTAC to 50-55% and 30-35%, respectively.
The drop in the growth rate of new subscribers in October 2002 is due
to the expiration of aggressive promotional packages on pre-paid services,
such as free-airtime on pre-paid starter kits and long-life pre-paid cards.
According to DTAC's management, the peak growth rate of l.2mn new
subscribers, or a 9.08% month-on-month growth was exceptional, arising
from dealers pre-activating SIM cards before actual sales in order to benefit
from several expiring promotion campaigns. Subsequently, the month-onmonth growth rate has fallen to 5.61% in September and 3.12% in October.
In October 2002, AIS attracted just 255,300 new subscribers, its
slowest growth rate since July 2001 and far below its 10-month average of
480, 710 per month. This is due to AIS adjusting its promotional packages in
September. Also, DTAC reported weaker performance with 110, 147 additional
subscribers in October. TA Orange celebrated its one-millionth subscriber at
the end of October. Despite slower subscriber growth, the end to heavily
discounted promotional packages will help halt the deterioration in operators'
average revenue per line, particularly for pre-paid services. AIS, for instance,
reported a slight increase in pre-paid ARPU from Baht 307 in September to
Baht 317. In 2003, the researcher estimated that the growth of the Thai
market should be driven by Continuing economic recovery with GDP growth of
4.0-4.5%, a further decline in mobile handset prices, air-time charges and the
entry of two new mobile operators - THAI MOBILE (GSM 1900 MHz Mobile)
and Hutch (Hutchison CDMA).
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1.1.5 Background and Current Situation of the THAI MOBILE
In an attempt and failure to persuade leading private mobile phone
operators to reduce a monthly fee, the Thai Government on July 4, 2000
approved a proposal by MOTC to establish a new joint ventured company to be
called "ACT Mobile Company Limited" to launch a new mobile phone service
using 1900 MHz frequency. Its shareholders consist of the TOT, the CAT, and
the Aeronautical Radio of Thailand Limited (Aerothai). The registered capital is
1.2 billion Baht. The main purpose of it is to offer the new cellular telephone
services in such a way to uplift the mobile telephone service quality, to lower
the tariff, and to provide another alternative of service provider.
The

1900 MHz mobile phone was established as part of Thai

government effort to create more competition in the mobile phone market,
force down costs with its key selling point being a monthly charge of Baht 300,
compared with Baht 500 charge by private operators. Service fee rates can
also be adjusted freely and favorably, but no more than those determined by
the TOT and the CAT8. It was believed to be an efficient mechanism in
directing the domestic competition after privatization and before liberalization.
TOT received approval from the PTD to use 1900 MHz frequency on
July 2, 1997 and 2000 MHz on January 25, 2000 respectively. TOT approved
both frequencies in line with the Cabinet resolution on July 4, 2000. With the
great advantages of 1900 MHz systems; cheaper price alternative to
subscribers, its option to adopt 2.SG technology is its advantage over other
competitors before migrating to full third-generation mobile phone system,
better known as 3G (Third Generation Wireless). ACT Mobile is the sole Thai
operator with a license to operate a 3G mobile-phone service using the 2000MHz spectrum for data and image transmission. The much-hyped technology
equips mobile phones with the capacity to offer multimedia services.

8www.tot.org. th Website of Telephone Organization of Thailand (TOT)
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In January 2001, ACT Mobile decided to award contract to the
Consortium of Siemens-Ericsson-Mitsui with the lowest proposed price. The
alliance formed by Siemens, Ericsson, and Mitsui is viewed as a new kind of
cooperation among competitors because it was a business opportunity. The
contract signing of 1900 MHz mobile phone project with the Consortium of

Siemens-Ericsson-Mitsui was held on 13 February 2001.
Although the 1900 MHz project was initially expected to be run by ACT
Mobile but the plan was revoked due to legal problem. The ruling of the
Council of State clearly indicated that TOT and CAT are not eligible to transfer
their entitlement to operate mobile phone service to ACT Mobile which means
that the law does not allow TOT and CAT to transfer their right over the 1900
MHz spectrum to a third party. However, TOT executives have always insisted
their stance on the continued implementation of this project. Finally, TOT and
CAT have come up with a solution to form a joint venture to run the awarded
frequency, having said no the Aerothai as a shareholder.
The 1900 MHz mobile phone service under the officially branded name
of "THAI MOBILE" will be one of the 8 major business units of the TOT after
privatization. Initially, Thai Mobile has a target to subscribe 5 million users
within 2006 and recover its investment within 8 years. THAI MOBILE is set for
soft launch on 27 March 2002, and meets the commercial launch on 27
November 2002 despite incomplete construction of 500 base stations as earlier
planned. While the decision on marketing arm is being finalized with Samart
E-Trading winning the contract for the handset distribution and service
providing.
As a part of the plan, the new system will be offered to the public at a
reasonable and fair price. TOT aims to provide service in the Greater Bangkok
where the population is highly dense before moving on to the next target. In
the initial phase TOT will rent the 1900 MHz network from ACT Mobile with
coverage over the Greater Bangkok and 300,000 subscribers. Meanwhile TOT
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is negotiating with AIS and DTAC for roaming cooperation in order to allow its
subscribers to use 1900 MHz handsets in provincial areas. While the network
will be rented from ACT Mobile as the 3G technology is imminent so the 2G
network installation nationwide at this period will lead to tremendous cost to
migrate the system into 3G technology when the time comes.
In the second phase, TOT will conduct a test run on 3G system in the
Greater Bangkok area before expanding the 1900 MHz network to the other
big cities to secure 2,000,000 subscribers within 2003 and TOT will expand
the n etwork to accommodate 5,000,000 users within 2006 9 .
During the first 2 months, Thai Mobile would offer 300-baht monthly
fee with a privilege to call 4,000 baht on a free of charge basis, starting from
mid November to mid-January 2003. The calls will be charged 3, 8, and 12
baht per minute according to the distance and 2 baht per minute for calls
within the company's network or the roaming network. Calls exceeding 4,000
baht will be charged 1.5 baht per minute across the country within the
company's network and 2 baht per minute for calls within the roaming
network. Upon the completion of the 500 base stations, Thai Mobile will
launch a new special campaign by early February or March 2003.

9

www.tot.erg.th Website of Telephone Organization of Thailand (TOT)
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1.2

STATEMENT OF THE PROBLEM
The research hypothesized that the pressures from the WTO Agreement

on Basic Telecommunications and the Telecommunication Development Mater
Plan will create deep impacts on competitive opportunity of both incumbents
and new entrants particularly, new GSM 1900 MHz Mobile Phone or THAI
MOBILE. Telecommunication liberalization will render the market more
competitive, new entrants will face several obstacles e.g., high investment,
market knowledge, lead-time for network installment.
Before the liberalization in 2006, the government plans to implement
domestic liberalization to prepare domestic operators for international
competition; there are several pre-liberalization measures that need to be
carried out. Particularly, the existing statutory monopoly must be abolished in
order to introduce competition into the markets as soon as possible. In so
doing, an independent regulatory body is to be established to ensure fair
competition and oversee consumers' interests. A clear and transparent
licensing procedure has to be spelled out. A competent interconnection and
pricing scheme needs to be in place. These must also be new ways of
frequencies allocation; which must be looked into to ensure that the limited
natural resources are put to the most efficient use. Finally, privatization of
state enterprises is necessary to boost the efficiency level so that these
enterprises may compete on equal footing with private operators.
Following the WTO Agreement on Basic Telecommunications to
introduce a future open competition in telecommunications business, a high
degree of business competition especially from foreign investors is expected to
be generated. The strategic alliance will be one of the operator's main issues
in order to gain competitive advantage and the highest level of customer
satisfaction. Thai operators should team up with a strategic alliance with
technological and marketing strength to gain a great benefit. The operator
must be able to cope with the technological change in addition to having a
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strong strategic alliance that possesses technological expertise and efficient
network capabilities. This, together with a solid marketing base will enable the
operator to be in the forefront and command competitive advantage over the
competitors.
The new entrant, THAI MOBILE has to try to strengthen its
competitiveness by making collaborative relationships with other firms
through strategic alliances. It will enable 1900 MHz Mobile Phone to develop a
successful

business

strategy based

on

accurate

assessments

of the

opportunities and risks, Identify and evaluate potential partners, competitors
or sales opportunities with detailed Operator Profiles, packed with hard-to-find
data and expert analysis, including Service portfolios, tariffs, subscribers,
revenues,

market

share,

marketing

strategy,

positioning,

construction

budgets, network build out plans, and alliances. Therefore, the researcher
would like to search the outcome to the following important questions:
1. What are the rationales for the Thailand decision to open its
telecommunication market?
2. What are the importance of the WTO Agreement on Basic
Telecommunications and

the Master Plan Telecommunication

Development for Thailand telecommunications liberalization?
3. What are important changes on the Thai Telecommunication market
before and after liberalization?
4. Whether domestic telecom operators agree or disagree with the
Liberalization of Thai Telecommunication Services.
5. What potential impact will the Telecommunication Liberalization
have on the Thai telecommunications industry?
6. What are desirable business and marketing strategies suitable for
THAI MOBILE to survive in the fiercely competitive Thailand's
mo bile market?
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1.3

RESEARCH OBJECTIVES
The specific objectives of this research are to supply THAI MOBILE with

an overall picture of the possibilities from the Thai telecommunication
liberalization.

The result from the research is input for future activities at

THAI MOBILE. The objectives of the research are to investigate as follows:
1. To ascertain the rationale for the Thailand decision to open its
telecommunications market.
2. To describe the key initiatives for Telecommunications Liberalization
taken by the Thai government and discuss about its importance and
about problems occurred before and after the Liberalization
3. To analyze the potential impacts of partial Telecommunications
Liberalization which will bring positive impacts to new entrants and
the great benefits to consumers.
4. To recommend the desirable business and marketing strategies for

THAI MOBILE to equally compete with incumbents, and also new
entrants in the fiercely competitive Thai mobile market.
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1.4

RESEARCH SCOPE AND LIMITATION
The scope of the research and limitation will include as follow.
1.

The background information related to Telecommunication sectors,
especially Thailand 's mobile phone market. The scope is limited to
the study of only the expected economic situation that may affect

the competitive opportunity of operators. Some political and
economic influences will be discussed, yet are not studied in detail.
2.

Primary data consists

of in-depth interviews

with

industry

professionals. Secondary data is based on information given by the
respective companies e.g. brochures, annual reports, and good
articles from business press but excluding political rumors.
3.

The study is not guided by any intention to say what operator is the
best in the market. The purpose is to give as good as possible a
picture of thinking potential impacts and competitive opportunities
of the new entrant, THAI MOBILE in the market.

4.

The study is confined to the leading mobile phone operators in Thai
market because these operators are very similar in many respects,
which is motivates the researcher to facilitate useful comparisons of
their business and marketing strategies.

5.

The criteria for

targeted

~

respondents who

are

involved

in

telecommunications market particularly in mobile phone market
and are at the level of middle management or above.
6.

Some of respondents may not cooperate for interviewing. The
company's executives cannot disclose the details and information
about their subscribers to the r esearcher in order to protect the
subscribers' privacy.

7.

The information received from the result of this study should be
analyzed carefully by also taking the time, environmental and
technological changes into ·consideration because the industry as
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well as operators' attitudes are dynamic. Therefore, the result of this
study may not be applicable beyond the next 1-2 years.

1.5

SIGNIFICANCE OF THE STUDY
This research will enable to provide benefits to three major groups in

the telecommunications industry, which are the Thai Government, Mobile
Phone Operators (both incumbents and newcomers), and Subscribers.
The benefits are the data and information they need to have in order to
keep competitive advantage, competitive opportunities and avoid risks in the
market. The benefits are useful for both individuals and companies in proper
supporting

and

interacting

effectively

for

the

dynamic

working

of

telecommunication business in Thailand and its global environment as details
below.
•

The research will analyze and help to compare business and marketing
strategies of different players such as incumbent and new operators,
and performance of major players.

•

The research will serve as vehicles to enhance mutual understanding
among major players, in Thai Telecommunications Industry.

•

The event also encourages the participation of many of the targeted
three

groups

in

telecommunication

business

to

ensure

their

involvement and cooperation toward successful implementation of the
upcoming new telecommunication liberalization in Thailand.
•

This research is of vital importance to mobile phone operators seeking
to understand the crucial factors for successful transition into the
mobile phone market, such as the importance of branding, pricing and
distribution channels, retaining customers in a highly competitive
marketplace, developing strategies for attracting and retaining new
subscribers and maintaining high service levels, network coverage and
quality, customer service and quality and new product development, to
stimulate further growth in consumer demand.
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1.6

DEFINITION OF TERMS
The researcher finds it important to introduce the reader to certain

words and concepts. Below is therefore a brief explanation of the words and
concepts most important to the reader of this research.

1900 MHz Mobile Phone: Network is a digital mobile phone system
using 1900 MHz frequency range. It was developed in the US under the name
Personal Communication Service (PCS) and is widely used in America 10. In
Thailand, THAI MOBILE is the new corporate name for 1900 MHz Mobile
Phone Network to operate its service in 2002.

3G (Third Generation Wireless): The next generation of wireless
communications beyond today's digital PCS technologies. When available, 3G
wireless technologies will allow for much higher transmission rates to wireless
devices leading to more useful services and a better user experience.

ARPU (Average Revenue Per User): Used most in the context of a
telecom operator's subscriber base, ARPU sometimes offers a u seful measure
of growth performance. ARPU levels get tougher to sustain competition and
increased churn exert a downward pressure. ARPU for data services have been
s lowly increasing.

Cellular:

The type of wireless communication that is most familiar

to mobile phones users. Called 'cellular' because the system uses many base
stations to divide a service area into multiple 'cells'. Cellular calls are
transferred from base station to base station as a user travels from cell to cell.

Digital GSM (Global System for Mobile Communications): A
standard mobile phone system developed by a group of countries in Western
Europe and has been well accepted all over the world. (Digital GSM) is a world
wide standard for mobile communications and roaming is possible in many

JO http:/ /www.tot.or.th/th/product/mobile/ 1900.php Website ofTelephone Organiza tion of

Thailand (TOT)
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foreign countries. Digital calls are typified by being more secure than their
analogue counterpart - conversations can't be listened into as your voice is
digitally encoded and transmitted as O's and l's. Digital GSM (and PCN)
services offer far more advanced features.

Information Society: Information Society is a term for a society m
which the creation, distribution, and manipulation of information has become
the most significant economic and cultural activity. An Information Society
may be contrasted with societies in which the economic underpinning is
primarily Industrial or Agrarian. The machine tools of the Information Society
are computers and telecommunications, rather than lathes or ploughs.

ITU (International Telecommunication Union): 11 A United Nations
agency that deals with telecommunications issues. The ITU conducts
telecommunications regulatory training programs, skills development and
awareness seminars on implementing the WTO Basic Telecom Agreement and
related telecom regulatory and market liberalization issues.

Liberalization: 12 refers to the commitment and actions taken by the
government to open their telecommunications markets to new providers and
competition. In other words, liberalization refers to the lowering of entry
barriers to all or part of a market, allowing third parties to compete with
established, generally monopolistic, providers of goods and services. For the
research, Liberalization will be focused on the opening of Thai domestic
telecommunications market to competition from foreign operators.

Operator: Company that operates a telephone network, for example,
AIS, DTAC, DPC, TA Orange, Vodaphone, AT&T, and British Telecom.

11

Asia Pacific Economic Cooperation (APEC). (2000, March). Final Report: Implementing the WTO

Agreement on Basic Telecommunications in APEC Member Economies, PricewaterHouseCoopers, 3
12

Ben Petrazzini {1995). The Political Economy of Telecommunications Reform in Developing

Countries. London: Praeger Press, 16.
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Prepaid Cellular/Wireless: A service plan offered by some wireless
carriers that allows subscribers to pay in advance for wireless service.

Privatization: 13 is defined as all measures that increase private sector
participation in sectors where government enterprises presently operate. It
includes divestiture of state owned enterprises or assets (ownership transfer),
concession arrangements, joint ventures, management contracts, leasing,
outsourcing,

contracting

of

services,

deregulation

which

increases

competition, creation of needed regulatory bodies, and introduction of new
competitors.

Roaming:

Using your wireless phone in an area outside its home

coverage area. Within your home network, this means that your mobile phone
automatically sets up communication procedures with different radio base
stations when on the move. International roaming means that you can use
networks, other than your own when traveling abroad. There is usually an
additional charge for roaming.

Service provider: A company that provides services and subscriptions
to telephone, mobile phone and Internet users.

Telecommunication: Any transmission, or reception of signs, signals,
writing, images, sounds and information or intelligence of any nature by wire,
radio, visual, optical or other electromagnetic systems.

World Trade Organization: The WTO is the only international agency
overseeing the rules of international trade 14 . Its purpose is to help trade flow
smoothly, in a system based on rules, to settle trade disputes between
governments, and to organize trade negotiations. The main decision-making
bodies are councils and committees consisting of WTO's entire membership.

13

Ben Petrazzini (1995). The Political Economy of Telecommunications Reform in Developing

Countries. London: Praeger Press, 16.
14 As ia

Pacific Economic Cooperation (APEC). (2000, Marc h). Final Report: Implementing the WTO

Agreement on Basic Telecommunications in APEC Member Economies, PricewaterHouseCoopers, 3
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CHAPTER2
REVIEW OF RELATED LITERATURE AND STUDIES

In this chapter, relevant literatures will be reviewed. The review
presents the literature in the field of Telecommunications reform with a
focus

on the major impacts of telecommunication

liberalization

on

competitive opportunities of mobile phone operator in Thailand, THAI
MOBILE 1900.
The literature review includes the definitions and concepts of
liberalization and privatization in topic number 2.1 and 2.2. Topic number
2.3 mentions the WTO Agreement on Telecommunication Services, with an
included Reference Paper on regulatory principles and the Schedule of
Commitments of most participants. Topic number 2.4 mentions the Master
Plan for Telecommunications Development B.E.2540. Topic number 2.5 is
the

empirical studies

related

to

the impact

of Telecommunication

Liberalization in Korea, Japan, USA, and UK. Topic number 2.6 mentions
definitions and concepts of Competition. Lastly, topic number 2.7 is the
literature review related to the Theory of Michael Porter's Five Forces model.

2.1

DEFINITIONS AND CONCEPT OF LIBERALIZATION
Telecommunication

reforms

can

take

on

different forms

and

processes and these processes can be implemented together or alone based
on each country's policy decision. This research focuses mainly on the
liberalization reform process in Thailand. Liberalization will be focused on
the opening of Thai domestic telecommunications market to competition
from foreign operators since this type of reform is most likely to have the
long-term effects on the future industry structure. Table 2.1 shows different
types of telecommunications reform processes.
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Table 2.1

. . ..... . . . ..

Different Types of Telecommunications Reforms Processes

- - - - - - - - - - - - - - - - - - - - · - - - - - - - - - - - , , - , - - - - - - - - - - - - - - - - - - · · - - - --

I

Ref~~~· ;~~~~~~j··

---~-~

I

________ J.

I ----------·--·-Definition

"Transformation

of

state-owned

enterprises

I

or

-=::~:::n] ::~~::~ 1::t~15 public corp~ratio~--=ize~-"Transfer

of

commercially

oriented

state-owned

I

enterprises, activities, and productive assets of the
government to the total, majority or minority private
ownership or to private control." 1 6

Liberalization

"Lowering of entry barriers to all or part of a market,

1

allowing third parties to compete with established,

I

generally

1

monopoly,

providers

of

goods

and

I

services." 17

···---- -·----- - - · - - ' · - - - - - - - · - - - · - · · - - · - · - · - - · - - - - - - - - - · - - - - · - - - - - - ---·---···-·.J

"Deregulation was originally conceived as a process
through

which

governments would

reduce

their

intervention in the operation of markets. In telecom,
however, experience has indicated that achieving fair
competition requires the re-regulation of the sector".

In this research, the term " Liberalization" refers to the commitment
and actions taken by the government to open their telecommunications
markets to new providers and competition. In addition, liberalization refers
to the lowering of entry barriers to all or part of a market, allowing third
parties to compete with established, generally monopoly, providers of goods
and services. In a liberalized telecom market, service providers are generally
free to set prices and determine service expansion and business strategies
on their own.

Bjorn Wellenius and Peter A. Stern, eds. (1994). Implementing Reforms in the
Telecommunications Sector: Lessons from Experience. Washington, DC: The World Bank, 690.
16 Ben Petrazzini (1995). The Political Economy of Telecommunications Reform in Developing
Countries. London: Praeger Press, 16.
15

17Ibid.
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"Liberalization" as used in the literature about privatization has a
narrower meaning than that found in the literature of international trade. In
its narrowest sense, liberalization means the removal or relaxation of
statutory barriers against the development of market competition and does
not include the pursuit of liberal trade policy with other nations, the
abolition of protective tariff rates, or the decontrol of foreign exchange rates
in line with international market forcesl8.
This narrow meaning of liberalization brings the concept closer to the
meaning of "deregulation" which is frequently mentioned along with
liberalization. The concept of deregulation is confined to decontrolling
actions undertaken in areas of economic activity; which have presently been
under closer regulation, e.g., utilities, transportation and communication .
Deregulation suggests the relaxation of public control over these industries,
which tend to create or preserve monopolies. It also includes allowing the
private sector to provide a service now monopolized by government. To the
extent that public operators and private entrepreneurs share the market,
the need for government provision of the service is reduced, hence saving
government funds.
In countries where public enterprises continue to exist, liberalization
is more relevant that deregulation. In this way, liberalization is related to the
relaxation of rules and regulations governin g the operation of public
enterprises and the market in which these enterprises operate. It also refers
to the injection of flexibility into the rules and regulations and takes into
account the distinct nature of a given public enterprise and the different
contexts in which each enterprise operators.

Dhiratayakinant. (1 989) . Pri.vatization: An Analysis of the Concept and Its
Implementation in Thailand, 5-6.

18 Kraiyudht
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Whether deregulation or liberalization is related to private or public
monopoly, more competition will be effected and greater choices created for
the benefit of consumers. Decontrol of prices and increased ease in market
entry will usually lead to lower prices, increased efficiency (by introducing
better production technology), and an improved management system which
is responsive in its service to customers.
Liberalization and deregulation do not imply the complete abolition of
public control over private-enterprise operations. Indeed, standards relating
to service quality and relevant aspects of environmental preservation would
be established and strictly enforced. Liberalization refers only to the
elimination of irrelevant regulations and the removal of obstacles to freemarket operations.
Drahos and Joseph (1995) perceive that to a large extent powerful
actors such as the World Trade Organization (WTO), the core states (United
States, Europe, and Japan) and private multinationals are shaping the
global policy regime. They emphasize the role of, among others, the WTO in
pressures for liberalization under a common set of principles. Furthermore,
they fear that such pressures may disadvantage some countries.
Cairns

and

Nikomborirak

(1997)

view

that

Liberalization-

deregulation, privatization, relaxation of rules of foreign ownership-is the
appropriate policy for Thailand in its present stage of development. Based
'

on the aforementioned introduction chapter, which suggested that the trend
towards competitive market liberalization represented in the WTO Basic
Telecom Agreement has brought important new competitive opportunities to
improve telecommunication sector performance, accelerate the development
of telecommunications infrastructure, and facilitate access to broader range
and better quality of telecommunications services at more competitive
prices. It has also brought significant challenges for telecommunications
regulation and regulators in Thailand to implement the commitments it has
made under the WTO Agreement on Telecommunication Services.
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2.2

DEFINITIONS AND CONCEPT OF PRIVATIZATION
In this research, the term "Privatization" is defined as all measures

that increase private sector participation in sectors where government
enterprises presently operate. It includes divestiture of state owned
enterprises or assets (ownership transfer), concession arrangement s, joint
ventures, management contracts, leasing, outsourcing, contracting of
services, deregulation which increases competition, cr eation of needed
regulatory bodies, and introduction of new competitors.
As m entioned, the Liberalization of Thai telecommunications service
is expected be implemented concurrently with the privatization of the stateowned enterprises, therefore there is a great deal of confusion about the
meaning of liberalization and privatization.
Many alternative forms of privatization can be identified, including
the following: (1} Government withdrawal of services; (2} Divestiture; (3)
Joint public-private ventures; (4} Contracting out; (5) Franchising; (6)
Farming out; (7) Leasing; (8) Vouch er -and-grant; (9} User Charges; and (10}
Liberalization. What form of privatization should be adopted depends on the
activity to be p rivatized a nd the particular circumstances of individual
cases 19.

•

"Privatization" can mean anything from "whatever is b eing done in the
public sector" to "increased efficiency" to "the sales of a public enterprise".
The term can also be used to represent a conservative position on the
efficacy of the market system and the desirability of a reduced government
role-as well as a way to dispose of government assets. Indeed, privatization
is taken to mean so m u ch that its true meanings are sometimes obscured.
The following definitions found in the literature give a flavor to the preceding
statements.

19

Kraiyudht Dhiratayakinant. (1989). Privatization: An Analysis of the Concept and Its

Implementation in Thailand, vii.
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"Privatization embraces so many diverse policies ... The wide variety of
policies and measures included under its umbrella are portrayed as being
part of a movement in favor of rolling back the state in the name of freedom
and efficiency." (Heals 1985)
"Privatization is seen as more than divestiture; in fact' as any process
that reduces the involvement of the State." (Pendse 1985) "Privatization is
the transfer of government assets or functions to the private sector." (Butler
1986)
"Privatization" is presently as popular a word in Thailand as it is in
many other countries and is a term frequently invoked by those who dislike
the way the government sector operates-either the government is 'too big' or
'too inefficient' or both. In Thailand the term 'privatization' is used to denote
the very narrow concept of turning public enterprise over to the private
sector or (less frequ ently) as a catchall concept to mean everything that is
done in the name of improved efficiency. In order to formulate implemental
policy, however, the term privatization must be defined more specifically if it
is to serve as a useful basis for devising government action 20 .
In developing countries, governments found many difficulties in
operating public enterprises with efficiency and productivity. Ther efor e, the
governments have a policy to devolve this responsibility to private sector
through privatization. There are several arguments about the definition and
concept of privatization.
Thailand's privatization program is part of an overall economic reform
program being undertaken by the government. The goal of the program is to
increase the efficiency of the economy, to provide a basis from which Thai
companies can compete internationally , and to ensure quality goods and
services are available to the Thai public at the smallest cost.

20

Kraiyudht Dhiratayakinant. (1 989). Privatization: An Analysis of the Concept and Its

Implementation in Thailand, i.
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2.3

WTO AGREEMENT ON TELECOMMUNICATION SERVICES
This

research

bases

its

main

concepts

of liberalization

m

telecommunications services, both basic and value-added, on the framework
established

by the World Trade Organization (WTO)

Agreement

on

Telecommunications Services. The telecom agreement reached by the WTO
will accelerate the global trend toward increased market access, competition,
and deregulation. A closer look reveals the realities of how national politics
and domestic interests affect the adoption of such sweeping global changes.
On February 15, 1997 an important milestone was reached with the
successful conclusion of WTO Agreement on Basic Telecommunications
Services some 72 members of the World Trade Organization21. The
liberalization of the Thai telecommunications market, as per Thailand's
commitments under the WTO, is planned for completion by year 2006. The
WTO Agreement on Basic Telecommunications Services is known as the
Fourth Protocol of the General Agreement on Trade and Services (OATS),
commits participating countries to open their telecommunications services
markets. This Agreement took effect on February 5, 1998 and formally
commits participating members to provide specified levels of access to trade
m

basic

telecommunications

services

in

each

member's

market.

Participating WTO members made commitments covering market access,
national treatment and pro-competitive regulatory principles.
Basic

services

covered

in

the

WTO

Agreement

on

Basic

Telecommunications include voice telephony, data transmission, telex,
telegraph, facsimile, private leased circuit services, fixed and mobile satellite
systems, cellular telephony, mobile data services, paging, and personnel
communication services. This is of extreme importance given that these
services have been the traditional backbone of carrier revenue.

21

The original 69 countries that made commitments in February 1997 have been joined by

Barbados, Cyprus, and Suriname, which made commitments after the agreement was
concluded.
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The Reference Paper22 was included, in whole or in part, in the
schedules of most of the signatories to the WTO Basic Telecom Agreement.
This research will focus on three priority regulatory areas which are the
independent regulator, competitive safeguards and commitment to market
openness.

2.3.1 Independent Regulator
Creating a capable and autonomous regulatory authority is a vital
component

in

the

successful

development

of

a

competitive

telecommunications market. Paragraph 5 of the Reference Paper defines an
independent regulator as follows:
"The regulatory body is separate from, and not accountable to, any
supplier of basic telecommunications services. The decisions of and the
procedures used by regulators shall be impartial with respect to all market
participants."
Establishing and maintaining a separate and impartial regulatory
authority is important to create the predictable and fair regulatory
environment required for effective competition to develop. An independent
regulator is required to act as an impartial referee to create and apply the
rules and processes for all market participants to follow.

2.3.2 Competitive safeguards
Paragraph 1 of the Reference Paper requires the maintenance of
competitive safeguards to prevent major suppliers from engaging in anticompetitive behavior. Paragraph 1 states:
"Appropriate measures shall be maintained for the purpose of
preventing suppliers who, alone or together, are a major supplier from
engaging in or continuing anti-competitive practices.
The anti-competitive practices referred to above shall include in
particular:

22

See Appendix A for the full text of the WTO Reference Paper.
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(a) engaging in anti-competitive cross-subsidization;
(b) using information obtained from competitors with anti-competitive
results; and
(c) not making available to other services suppliers on a timely basis
technical information about essential facilities and commercially
relevant information which are necessary for them to provide
services."
2.3.3 Commitment to market openness
The concept of market openness includes the commitments to market
access and national treatment provisions under the General Agreement on
Trade in Service (GATS). Under the GATS, market access and national
treatment obligations apply only when inscribed in each Member's schedule.
Through signing the WTO Basic Telecom Agreement, Thailand modified its
GATS schedule to include specific market access and nation treatment
obligations in the area of telecommunications. 23 Article XVI of the GATS
s tates that:
'With respect to market access through the modes of supply identified
in Article I, each Member shall accord services and service suppliers of any
Member treatment no less favorable than that provided for under the terms,
limitations and conditions agreed and specified in its Schedule."
In article XVI, six types of market access limitations are prohibited
unless they otherwise specified in a Member's schedule. These are defined as:
•!•

Limitations on the number of service suppliers;

•!•

Limitations on the total value of service transactions or assets;

•!•

Limitations on the total number of service operations or on the total
quantity of service output;

23

Asia Pacific Economic Cooperation (APEC). (2000). Implementing the WTO Agreement on

Basic Telecommunications in APEC Member Economies, 38
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•:•

Limitations on the total number of natural persons that may be
employed;

•!•

Measures which restrict or require a specific type of legal entity or
joint venture; and

•!•

Limitations on the participation of foreign capital.
With respect to National treatment, GATS Article XVII requires that

Members accord imported services and service suppliers treatment no less
favorable than that accorded to domestic services and service suppliers.
The

number

of

countries

committed

to

liberalizing

their

telecommunications markets is likely to rise as additional Less-developed
countries (LDC) governments complete the process of accession to the WTO.
All industrialized countries have made commitments to open their markets
on basic telecommunications and on most value-added telecommunications
services. Fifty-two emerging economies have made commitments to open
their markets to basic telecommunications and many of these have also
made commitments to opening their markets to value-added services such
as data communications24.
The

importance

of

the

WTO

negotiations

should

not

be

underestimated because no other agreement has yet created more
telecommunications opportunities and opened more markets more quickly.
The most significant implications of this are the WTO's requirement to
permit telecommunications operators based in all WTO member countries to
build network infrastructure and compete in the national market on a mostfavored nation (MFN) basis. This means that entry can no longer be
restricted to those countries that provide reciprocal access or are parties to
bilateral agreements 2 5. As a result, the global telecommunications market
environment will likely become more competitive.

24The World Trade Organization (1996). Agreement on Telecommunications Services, 12.
25 WTO.

(1998). Agreement on Basic Telecommunications Services. London: Analysis Consulting, 4.
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The pattern of commitments to opening telecommunications markets
by More-developed countries (MDC) economies with respect to marketaccess for the modes of supply have differed somewhat from Less-developed
countries (LDC). Based on the WTO statistics, MDCs were two to three times
more likely than LDCs to commit to unlimited market access for crossborder supply of basic telecom services; between 36 to 43% of them did so.
Moreover, they were about twice as likely to make unrestricted commitments
on the supply of basic telecom services via the other two modes of supply, at
between 64 to 70% for consumption abroad and 14% for commercial
presence. Finally, all MDCs committed either fully or partially on all basic
services, there being no cases of "unbound" entries listed for any of the
services or modes of supply26.
By becoming party to the WTO agreement, countries commit to a set
of regulatory principles (the Reference Paper). In addition, countries make
specific commitments to open up their telecommunications service markets.
Market opening measures include free access to public telecommunications
transport networks of incumbent suppliers under non-discriminatory terms
and at cost-oriented rates. These non-discriminatory terms assume a
competitive provider has the technical ability to interconnect to the public
network using standardized, open interfaces. In sum, the three basic
elements of the WTO agreement are:27

(lt

Market access: This provides foreign companies access to local,

long-distance, and international telecommunications service. This requires
incumbent carriers to unbundled their network services and give alternative
carriers the right to connect their carriers to the incumbent's network
(alternative

carriers

pay

interconnection

rates

that

reflect

costs).

Consequently, this allows for more open competition.

26 The

27

World Trade Organization. (1996). Agreement on Telecommunications Services, 12.

Ibid.
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(2) Investment: This refers to the right of foreign companies to
establish or hold a stake in domestic telecom companies.

(3) Competitive regulatory policies: These include curbs on crosssubsidization and rights to interconnect at fair prices, and it mandates
transparency of government regulations in technical standards

and

licensing.
The WTO agreement consists of Schedules of Specific Commitments
and Lists of Exemptions. These documents specify nations' commitments to
market access, national treatment, and MFN for specific services. Thus,
each nation has agreed to different levels of liberalization.
In this research, Thailand signed the WTO Agreement on Basic
Telecommunications and made commitments on basic telecom services to
provide market access and national treatment as of 2006. Thailand agreed
to adopt pro-competitive regulatory principles in the future, and retained a
20 percent foreign investment limit on telecom services. Thailand has
implemented it only at a limited level because the government is still
monopolizing the industry.
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2.4

MASTER PLAN FOR TELECOMMUNICATIONS DEVELOPMENT

In 1995, the Thai Government first endorsed a Master plan for the
development of the Thai Telecommunications industry, which was later
amended

and

approved

a

"Master

Plan

for

Telecommunications

Development" (The Master Plan) on November 4 1h, 1997. The Master Plan
provides for the privatization of the TOT and CAT; the conversion of existing
concessions into licenses; the opening up of the telecom market to
competition

through

a

step-by-step

liberalization

process;

and

the

establishment of an independent and impartial regulatory body, the National
Telecommunications Commission ("NTC"), along the principles set forth by
the WTO .

In early 1998, the cabinet approved the government's WTO

commitment to open the Thai telecommunications market to foreign
competition by 2006.
The regulation of telecommunications in Thailand is currently in
transitional state. With the implementation of the Master Plan, the most
significant developments in the telecommunications sector of the Thai
telecom market will be developed from a government monopoly into a
regulated, liberalized market with a number of operators licensed by the new
regulatory body, the NTC. The NTC will establish rules and regulations on
competitive practices concerning such matters as qualifications, licenses,
operating conditions, fees, tariff structures, and consumer rights . In
addition, the privatization of state-owned enterprises and the concession
conversion will be the key initiatives for telecommunications liberalization.
The most important features of the Master Plan will be reviewed as
follows:
•

Amendments of laws relating to telecommunication businesses

•

Changes

the

regulatory

framework

of

the

three

related

government agencies, viz PTD, the Privatization of TOT and CAT,
progressive opening up the telecom market to competition.
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•

Establishment of the National Telecommunications Commission
(NTC) that is an independent organization will establish rules and
regulations on competitive practices, such as qualifications,
licenses, operating conditions, consumer rights, costs and tariffs.

•

Concession Conversion of existing telecom concessions into
licenses in order to create fairer competition.

2.4.1 Laws relating to telecommunication businesses
In

Thailand,

the

laws

relating

to

communications

and

telecommunications are scattered in various pieces of legislation. Although
there are many more Acts than those presented in this chapter, the Acts
presented are of more importance and related to the telecommunication
liberalization process. In order to achieve the objective, privatize and
liberalize the sector on time, the government must adopt and/ or make the
following changes to existing laws. Six Acts of particular relevance are as
follows:
1.

The Telegraph and Telephone Act, B.E. 2477 (1934}

2.

The Telephone Organization of Thailand Act, B.E. 2497 (1954)

3. The Radio Communications Act B.E. 2498 (1955)
4.

The Communications Authority of Thailand Act, B.E. 2519 (1976)

5. The Frequency Allocation and Broadcasting Control Act, B.E.
2543 (2000}
6.

The New Telecommunications Business Act, B.E.2544(2001)

The above Acts, amendment or abolition in compliance with section
40 of the Constitution of the Kingdom of Thailand, are based on the
monopoly approach. Regulation of telecommunications in Thailand is
currently in a transitional state. External pressure forced the government to
amend outdated telecommunication laws that have become obstacles to free
market competition.
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Before privatization leading to liberalization, the Thai government
needs to prepare the important laws and set up a regulatory body to draw
new rules for competition. In this chapter, the Acts presented are of more
importance and related to the telecommunication liberalization process as
follows:

•

Telegraph and Telephone Act B.E. 2477 ( 1934)
The Telegraph and Telephone Act grants to the Thai government the

monopolistic right and the authority to install, maintain, and provide
telegraph and telephone services in Thailand. This law is the most powerful
governing act in telecommunications, particularly concerning wire line
communications. This act gives authority and exclusive rights to the state to
operate and own wire line telecommunications networks and provide wire
line telecommunications services.28 Accordingly, neither domestic nor
foreign investors can run businesses offering public telecommunication
services and thus compete with government agencies.

• Telephone Organization of Thailand Act B.E. 2497 ( 1954)
This law established the TOT, a state enterprise, which rums to
control and supervise telecommunications activities and promote the
development of the telephone network for the benefit of the state and the
public. TOT has the sole right to provide all service in connection with
telephone business, and in relation to telephone apparatus, accessories,
instruments and service materials, including the exclusive right to publish
and distribute telephone directories. TOT provides the services both by itself
and through its concessionaires.

28

Previously, this authority is exercised by the PTD itself, but after the establishment of the

TOT and CAT, the rights to provide telephone and communications services have been
transferred solely to them as the only operators to retain the monopoly by the state
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• Radio Communications Act B.E. 2498 (1955)
The Radio Communications Act also governs telecommunications
related to service provisioning, but with a concentration on wireless
communications. This act authorizes the PTO to administer and allocate the
frequency resource for any requesters as well as to control and monitor the
usage of frequency that specific agencies receive. Based on the act, the PTO
has control over all radio communication services and equipment including
pagers, mobile telephones, and satellite dishes.
The Acts also prohibits private agencies from manufacturing, owning,
and operating radio communications equipment. Private agencies who want
to operate radio communications either for private usage or for public
service therefore have to ask for permission and obtain licenses from the
PTO.

• Communications Authority of Thailand Act B.E. 2519 (1976)
This law establishes the right of the CAT to operate and conduct
postal and telecommunications systems for the benefit of the state and the
people. The CAT has the power to control various services concerning post
and telecommunications activities.
This act resembles the TOT act and thus has the same effects on the
operations

of

the

CAT

but

with

concentration

on

postal

and

telecommunications operations. The similarity between these two acts has
caused ambiguity and overlap in the operation and authority of both TOT
and CAT.

• The Frequency Allocation and Broadcasting Control Act,
B.E. 2543 (2000)
This is the most recent act that passed the legislature in 2000. The
Act attempts to update old and archaic telecommunications laws with up-todate definitions of various broadcasting services. The Act also establishes
two national committees related to telecommunications. The National
Broadcasting and Television Committee supervise the frequency allocation
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for broadcasting and content programming. It also acts as a tariff regulator
for broadcasting businesses. The committee does not have much to do with
telecommunications services other than broadcasting.

•

The Telecommunication Business Act B.E. 2544 (2001)
The government must approve the Telecommunication Business Act

to repeal the existing Telegraph and Telephone Act B.E. 24 77 ( 1934), and to
abolish the PTD's monopoly right in the market (these rights were later
transferred to the TOT and CAT). The Telecommunications Act should allow
new entrants to apply for telecom licenses and enter the market for more
competition. The Act is a crucial part of the legal reform of Thailand's
telecommunications market in preparation for its liberalization and is very
important because it consists of a framework and guidelines for regulators
to set fair competitive rules.
In March 2000, the Radio Frequency Allocation Act was enacted with
an Article indicating the establishment of the National Telecommunications
Commission to regulate and oversee the Thailand's telecommunications
business. In November 2001, the Telecommunication Business Act B.E.
2544 was approved by the Parliament and entered into force on 17th
November 2001. The said Telecom Act is the law that sets the framework for
the to-be-established NTC to regulate and oversee the telecommunications
business. In addition, approving the Telecommunication Business Act to
repeal the Telegraph and Telephone Act B.E. 2477, and to abolish the PTD's
monopoly right in the market (these rights were later transferred to the TOT
and CAT) and pass the Radio communications Act and the Broadcasting Act.
This is considered to be another vital step towards the Thailand's
telecommunications liberalization. This Act defines the ownership of the
foreign investor to the telecommunication business. It also defines types of
telecommunication services, network interconnection, right of way, tariff
regulations, universal service obligation etc. The NTC will implement the
Telecommunication Business Act.
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However, there may be some controversial issues in this Act to
practice, which the government is expected to amend. The government
would like the Act revised by the Senate to be passed as it is viewed as key
factor leading to further development in telecom sector. The issues of
concern expressed by the parties concerned will be resolved after the act
takes effect.

Various private operators and telecom academics including

public agencies and members of the opposition party, especially in Sections
7, 8, 57, 76 and 77, have strongly and continually criticized the Act.

2.4.2 Regulatory framework of telecommunications

The important feature

of the Master Plan 1s to

change the

administrative structure of the four related government organizations, PTD,
TOT, and CAT and the NTC, which is an independent organization. The
Master Plan separates the functions of supervision and service provision
from one other, involving the following bodies:
•

Ministry of Transport and Communications (MOTC)

The

Ministry

of

Transport

and

Communications

(MOTC}

1s

responsible for both transportation and communications policy planning.
Since 1941, the MOTC has been restructured and has continuously
augmented its responsibility through the establishment of new agencies.
Currently, MOTC has control over 10 governmental departments and state
agencies including two major telecommunications agencies, the Telephone
Organization of Thailand (TOT) and the Communications Authority of
Thailand (CAT). In addition to administrative duties, MOTC is responsible for
the four following telecommunications laws, the Telegraph and Telephone
Act, the Radio Communications Act, the Telephone Organization of Thailand
Act, the Communications Authority of Thailand Act, to be described in the
following sections. These acts are exercised by the MOTC through its
divisions and state enterprises subjugated to the MOTC.
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According to the Master Plan, MOTC will be responsible for laying
down main policies at the national level. This pertains in respect to the part
to be undertaken by the ministry itself or in cooperation with other
government organizations on the same level with itself and in the enactment
of relevant laws in cooperation with and through parliament.

• Post and Telegraph Department (PTD)
The Post and Telegraph Department is one of the oldest government
organizations in Thailand. It has been the main administrator of postal and
telecommunications services for more than 100 years. Many government
telecommunications agencies including the TOT and CAT, have been
established by splitting up the communications divisions from the PTD29.
According to the Master Plan, the PTD will maintain its status and
authority as heretofore, with responsibilities for radio frequencies, and all
undertakings related to the Radio Communications Act B.E. 2498 and its
amendments. It is also responsible for the supervision of postal operations
and will act as the representative of the Thai government at all international
postal and telecommunication activities. It may undergo appropriate
development with the support of NTC.

• Telephone Organization of Thailand (TOT)
The Telephone Organization of Thailand (TOT) 1s a state-owned
enterprise separated from the PTD by the 1954 Telephone Organization of
Thailand Act to eliminate obstacles regarding financing for large telephone
installation projects. Its main objective is to implement telephone operations
for the benefit of the public and the state. The major functions of the TOT
are to provide telephone services. The agency is responsible for the provision
and distribution of domestic telephone calls, including mobile and fixed
wireless services used to make domestic communications.

29

Donyaprneth Krairit. (1994). The Viability of Telecommunications Regulatory Changes in

Thailand (M.S.Thesis, University of Colorado - Boulder), 31
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• Communications Authority of Thailand (CAT)

The Communications Authority of Thailand (CAT) is another state
enterprise mainly involved in telecommunications. It was separated from the
PTD by the 1976 Communications Authority of Thailand Act with the
objective of implementing and improving postal and telecommunication
operations for the benefit of the public and the state.
CAT is responsible for the provision of international communications
services, including international phone calls, telegrams, telex, and cellular
phone and private radio communications used to establish communications
internationally.
According to the Master Plan, both the TOT and CAT will be
privatized as a public corporation . TOT will become TOT Co., Ltd. The CAT
will be split into two companies, CAT Telecommunication Co., Ltd and CAT
Postal Co., Ltd, with one responsible for postal service and the other for
telecommunication service. In the case of limited companies, which result
from the privatization of TOT and CAT, all of their shares are to be held by
the holding company jointly set up by the MOTC and the Ministry of Finance
(MOF). Thereafter these three companies shall seek other companies to join
in as additional shareholders, as shown in the figure 2.1
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Figure 2.1 Dispersion of Shares to the Public, and Establishment of
Affiliates for Business Operation
Dispersion of s han!s to the Public, and Establishment of A ftiliates

for Business Operation

estimated at not
ess than 30%

estimated at not
morethan4%

estimated at not
more than 4%

Business Operation Co.
Telephone 1 .... :... .N

Business Operation Co.
Postal 1 ... ..N

Business Operation Co.
Telephone 1 ............N

- Dea-ease shareholding of Ruarn Thun Co., Ltd. In TOT Co ., ltd. and CAT Telecommunication Co ., Ltd.
until% of sl"are participation of the above companies, are as follo\t\6: 1) Ruam Thun Co . Ltd.-notl ess than 30%
2) Former Operators. not less than 4%
3) Capital Participation ilJlies - not more than 25%
4) Individual Investors - the remainder
- Let TOT Co., ltd., CAT Postal Co., ltd. and CAT Tel ecommunication Co., Ltd. c onsider establishing affiliates
to engage in the business in keeping Wth the Co.'s objedi~s.

Source: Ministry of Transport and Communications (MOTC), 1998

TOT Co., Ltd and CAT Telecommunication Co. , Ltd will allow
interested strategic partners and their employees to hold a maximum
aggregate 25% stake in each company. Private investors will be per mitted to
hold a maximum of 22% (5% per investor) and employees 3%.
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Under

the

present

plan,

Thai

Government

will

establish

a

telecommunications holding company fully owned by the government. This
holding company will subsequently set up three subsidiaries as follows:

Table 2.2

Three Subsidiaries from TOT and CAT

•-•-•- •-•-- ••-'""'-'""""'""'•-•- •- ,.••••-,.•- ••-•••- ••••-••••••••••-•••••- •""'""'"-•-••-••- •- •••••••••H•• -••-••- •••••••H•••••H•••••••--- - ..- -- - - - -·-•••- - - -·•-••••••••••••••••H• • • • • • • •• •••••••• - -

"""'"""'""'"_'_'" _"'"'"'''"'"''"' - ' "-""'""'v•-•--•n·.-•-A·.-~· ~•,,.,,_.,,-,~••· •-•-..--•-•''

No. of Employees

, CAT Postal Co., Ltd or

1

'

j

~-·-···--··----'--(Thailan~Pos~~o., Ltd~_ __ __j~--·· ---··-·--·---------···-------·-·-~

[cA~~-···-·-~__]: CAT Telecommunication Co., Ltd

I_

Source: The Commercial Service in Bangkok dated of June 8, 2000

In the next stage, TOT Co., Ltd and CAT Telecommunication Co., Ltd
will become public companies. The government, through the state enterprise
holding company, will hold at least 30% of the shares in each. Prior to the
end of 2006, foreign strategic partners and private investors together will
only be permitted to hold around 20 to 25% of the shares. After 2006, no
limit on foreign ownership will be maintained.
Regarding the establishment of the National Telecommunications
Commission or the NTC. Thailand is now in the process of forming this
independent regulatory body. The NTC will be responsible for approving
licenses for telecommunication business operators, and provide protection
for consumers to ensure fairness. The research will mention details of the
NTC in the topic 2.4.3.

54

2.4.3 The Establishment of the Independent Regulatory Body
The

National

Telecommunications

Commission

(NTC)

is

the

independent body to assume the regulatory role of the TOT and CAT, to be
responsible for regulating the use of spectrum for telecommunications
services, granting licenses for and regulating telecommunications services,
setting telecommunications licensing requirements and procedures, setting
standards and technical specifications, setting interconnection principles
and processes, and formulating telecommunications tariff structures and
services fees.
When formed, the NTC will supervise almost all telecommunications
and communications services including telephone and Internet services. It is
this committee who will set up the national telecommunications plans and
define different types of telecommunications services. It will also act as a
regulator by issuing licenses for operation and determining tariff structures
of telecommunications services. It is also expected to handle network
interconnection and other technical issues. In addition, the committee will
aim to protect consumers and ensure fair competition. It is expected to also
act as a consultant on telecommunications issues to the cabinet and
Congressional representatives and the senators.
The NTC is expected to exercise its authority under this act through a
separate act called the Telecommunications Business Act, which is passed
by the House of Representatives. Since the NTC is assigned various tasks
and responsibilities, the Telecommunications Business Act had to be
comprehensive and broadly defined, which led to many loopholes, and
therefore has brought it under much scrutiny and has prevented it from
receiving cabinet approval. The content of the Act and the extent of the
NTC's authority is still being worked out by legislators and there is no
specific date as to when this the Telecommunications Business Act will
come into effect. The new Telecommunications Business Act is supposed to
replace the old Telegraph and Telephone Act and provide the country with a
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new, more liberal, regulatory framework for telecommunications services.
Among

the

mam

issues

m

the

act,

the

liberalization

of

the

telecommunications industry is expected30.

2.4.4 Telecommunications Concession Conversions
Prior to the Sixth National Economic and Social Development Plan,
investment in the Thai telecommunications infrastructure had lagged
behind that of other infrastructures. During the Sixth National Plan,
however, the economic growth surged at an unexpectedly high level, leading
to severe shortage of telephone and other telecommunications services.
Saddled with inadequate human and financial resources, in the mid
1980s, the monopolies could not provide adequate basic fixed-line services,
with waiting lists of up to eight years on average to have a phone line
installed. As the public sector could not invest to expand telephone service
sufficiently to match the rapidly increasing demand, it felt the need to enlist
private sector participation and investment.
The law, however, did not, and still does not, allow private enterprises
to own network equipment assets that are meant for public service. It was at
this juncture that the Build-Transfer-Operate (BTO} concession was granted
to circumvent legal restrictions. The BTO concession allows the state (as
concession providers) and private companies (as investors of the network
construction and service provision} to jointly share monopoly profits from
telecommunications service provision, for instance, via the revenue sharing
scheme under the monopoly rights of respective state enterprises, namely
the TOT and the CAT, the PTD, and the MOTC.

30

Donyaprueth Krairit. (2001 ). Liberalizing Development: Effects of Telecommunication

Liberalization in Thailand and the Philippines. (Ph.D thesis, Massachusetts Institute of
Technology), 58
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It is true that the BTO concess10n had substantially alleviated
shortage in telecommunications service and facilitated the economic
expansion at that time. However, with as many as over 30 BTO concessions
granted within a span of a couple of years, it has led to a tangled
telecommunication environment which could hinder the liberalization
process substantially. Conditions, rights and restrictions imposed by these
BTO concessions are, furthermore, not in line with market liberalization.
Thus the continuation of many concessions is bound to lessen consumer
benefits from future market liberalization when compared to those enjoyed
in other liberalized markets elsewhere. It is therefore necessary that the
Government must provide a clear policy direction on concession conversion.
Table 2.3

Mobile Phone Operators' revenue-sharing agreement
Access
charge per
no./month
-·-·-·---·-··---------, r---------------·----- ,

I Years 1 - 5: 15%

TOT

None

!

Years 6 - 10: 20%
Years 11 - 15: 25%

200 baht
Years 5: 25%
Years 6 - 20: 25%
Years 21 - 27: 30%
Years 1 - 10: 25%

TA
Orange

200 baht
Years 2 - 9: 20%
Years 10-14: 25%
Years 15-16: 30%

Source: Economic Review 2000, Bangkok Post
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According to the master plan for telecommunications development,
change are set to be made in the telecom concessions between the state
agencies and private telecom operators. This is in order for the private
operators and the state agencies -- TOT and CAT are required to convert
these concessions into contracts or joint ventures before the liberalization of
telecommunications services begins. The objectives of this requirement are
to enable these private operators to compete fairly and equally new entrants
and at the same time provide the best benefits to the public. In addition, the
conversion of the existing concessions is deemed as one out of four
conditions stipulated by the World Trade Organization (WTO) that requires
Thailand to liberalize telecom market within 2006.
In this research we will review the conversion frameworks of both
Thailand

Development Research Institute

(TDRI)

and

Chulalongkorn

University's Intellectual Property Institute (CUIPI) as details following.

• The TDRPs conversion framework
On January

15,

1999,

the Chuan Administration, the State

Enterprise Policy Committee (SEPC} has allocated 16 million bath to hire a
non-profit research organization, the Thailand Development Research
Institute (TDRI), to conduct study and draw up a framework for converting
the existing concessions into contracts. TDRI completed drafting the
framework

and

on

October

7 111,

1999,

SEPC

endorsed

TDRI's

recommendations with minor changes. Subsequently, SEPC formed a subcommittee for the supervision of the conversion of telecommunications
concessions. The sub-committee invited the concessionaires to submit on
May

31 81 ,

2000

their

intention

to

convert

their

concess10ns.

All

concessionaires expressed their interest in converting their concessions.
Otherwise, it will be difficult for them to compete with new operators who
will not have to pay royalties to TOT or CAT as per the current scheme.
However, the committee's term has expired after a full year of negotiations,
ending up with no conversion of any concessions.
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The failure of the concession conversion was mainly caused by the
TDRI's framework that placed focus on compensation to be paid to the state
in a lump sum calculated from the date of the conversion until the end of
the concession while private companies argued that the compensation
should be made up until 2006, the year scheduled for full market
deregulation for all players, local and foreign.
Although no conversion has been settled yet there were positive signs
of compromise when some agreements were reached in principle. The
committee and the concession-holders agreed in principle that the
conversion was a means not of terminating the contracts but of improving
them before market liberalization.
Regarding

compensation

payments

after

the

concessions

are

converted into licenses, they agreed that calculations should be based on
current service operations. Compensation calculations became a major
sticking point when the TORI recommended the inclusion of any valueadded services created in the future.

• The CUIPI's conversion framework
Under the Thaksin administration, the SEPC has once agam
contracted Chulalongkorn University's Intellectual Property Institute (CUIPI)
to study the impediment facing the conversion process and recommend
proper solutions based on the TORI's framework.
The Institute has held several rounds of discussions with both state
agencies and private operators. CU consulting team came up with the new
guideline putting together TDRI's framework and the feedback received from
the parties concerned. The Institute found that several conditions of TORI
were too stringent and impractical. The parties that gained advantage out of
such conditions remained silent and did nothing while the ones who lost
interest tried to negotiate. The Institute expected if the Cabinet approved the
new guideline, the negotiation might be continued on a fair basis.
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The guideline laid by CUIPI is said to be widely open with more
flexible rules than those previously proposed by TDRI. The CUIPI's initiatives
are drawn up as a

preliminary framework for negotiation with 25

concess10naires.
The CUIPI has proposed two conceptualized options for concession fee
payment. In the first option, telecom operators will continue to pay a share
of their revenue to the state agencies until 2006 since during the past years
the concession owners lose opportunity to expand and develop their own
businesses to make themselves ready for the upcoming de-regularization.
For the second option, the private operators will pay revenue to state
agencies until the National Telecommunications Commission (NTC) will
issue licenses to the parties of the concession contracts.
As for the issue of asset ownership under the BTO (Build-TransferOperate) contracts, the CUIPI has drawn up two options. First, the asset will
be either transferred to common carrier or private concessionaires. Second,
the state still owns the asset and private operators will pay rent to the state
agencies at a reasonable and fair price. However, the state agencies are
required to pay compensation for the private operators' rights on the asset
utilization under the book value.
Up to present, Telecom concession conversion has become a hot issue
after the SEPC approved in principle the telecommunications concession
conversion plan proposed by the CUIPI on January

7th

2002, while several

parties such as academics, NGOs and Cabinet members objected on the
grounds that they would create huge losses for state agencies. Under the
CUIPI's guidelines, compensation ~will be paid to state agencies up to 2006,
during which time Thailand will liberalise the telecoms industry. After that,
payment would be made in the form of licence fees, which would be
determined

later

by

the

as-yet-to-be

Telecommunications Commission (NTC).
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established

National

There are still issues of conflict between the state agencies and
private operators in converting the concessions. Private firms argued that
they the draft would force them to convert the concessions. If the NTC takes
office, they will be at a disadvantage, as they have to pay both profit-sharing
revenue to the state agencies and fee to the NTC while new players are
required to pay only the fees to the NTC. The asset ownership transfer is the
other issue that obstructs the conversion process.
However, the government would like to hold a workshop to seek
solution to the impediment all parties were encountering. If all parties reach
agreement on the concession conversion guideline, there will be fewer
disputes and the conversion can be achieved on a fair basis for everyone.

2.5

EMPIRICAL STUDIES
In foreign countries, upon the conclusion of the WTO Agreement on

Basic Telecommunications Services, it is expected that the signatories will
implement deregulation in the Telecommunication industry, therefore the
research should study those liberalizations to be a guide in considering the
potential impacts of the Thailand telecommunication liberalization.
In this section, the researcher briefly examines the history of telecom
markets and potential impacts of liberalization in the Korea, Japan, USA,
and UK, which have led the liberalization in the telecom markets.

Table 2.4 Comparison of Concession of Major Signatories

Korea

Wired/wireless: 49%

No Limit (Expect
Korea Telecom

Korea Telecom: 33%

Ja an

100%

No Limit

NTT/KDD: 20%

USA

Wired: 100%

No Limit

No Limit

No Limit

No Limit

Wireless: Indirect
100%, Direct 20%

UK

100%

Source: Sung-Baik Oh, "Long-Term Strategy of Korea Telecom for the
Transformation into Global Telecom Service Group," KISDI, 1997, 54-57.
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2.5.1 The Impact of Telecommunication Liberalization in Korea
Pursuant to the WTO Agreement on Basic Telecom Services, Korea
has opened its telecom market. The Korean government opened voice resale
service market in 1998, and recently liberalized the foreign ownership limit
to 49% in the wireless/wired sector from the existing 33% to induce foreign
investments and allowed foreigners to become major shareholders in Korean
firms. The government also abolished the single person ownership limit for
the facilities-based service providers to secure international competitiveness
of domestic telecom companies.
As shown in Table 2.5, the main issues in the final concession of the
Korean government submitted to the WTO are the removal of entry barriers
to the Korean telecom market and the mitigation of regulation on marketing.
The government allowed foreign Telecom Operators access to the domestic
telecom services markets and abolished regulations on service prov1s10n
(restriction on facility installation and network access).
The Korean government also agreed to provide de facto market access
through autonomy in telecom rate setting, cost-based access charge, fair
and

non-discriminatory

interconnection

agreement

between

Telecom

Operators and guarantee of transparency3 1 . Major Telecommunication
Privatization and Liberalization Initiatives in Korea as follows:
•

Korea Telecom privatization began 1991 with sale of 20 percent of
stock. It was corporatized in 1982 as Korea Telecom Authority (KTA).
Remaining 80 percent sale stalled by economic crisis.

•

DACOM created in 1982 (then 33 percent owned by KTA until 1991)
To compete with KTA 100 percent privatized in 1994, started
competing in long distance in 1995

Chui Lee Hae. (1999). Strategic Alliances in the Telecommunications Industry: The Case of
Korea Telecom, 20. www.kdischool.ac.kr/library/data/t98006.PDF.
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•

KT and DACOM compete in international and long-distance service

•

Korea Mobile Telecom Corporation (KMTC) started m 1984 began
privatizing 1989 and 100 percent privatized by 1994.

•

Market access to foreigners allowed in all areas by 1998 under the
WTO telecom accord.

Table 2.5

Major Issues in the Korean Concession to the WTO Agreement
on Basic Telecom Services.

Item

Current

Final Concessions
•!• Allow 33% in wired/
wireless from 1998 (KT:
20%)

Wired: prohibited,

Foreign ownership limit

Wireless 33%
Single person ownership:

c::;,+

Wired: 10% Wireless: 33%

•!• Allow 49% in wired/
wireless from (KT: 33%)

KT: 1%

•!• Single person ownership
limit : ditto (KT: 3%)

Foreign major shareholders

Prohibited

To be allowed in 1999 (except
KT)

Appointment of foreigners as
representatives or officers of
local firms

Representative: Prohibited

•!• Allow the appointment of
foreigners as
representatives in 1998

C/)

Officer: less than a third of
total officers

Prohibited

Resale Access to PSTN
Voice

Resale Other resale

"'"°'

~

Abolish the restriction on
No officers

·:·

Allow from l 999
(foreigners' Ownership
limited to 49%)

•!• Allow 100% foreigners'
Ownership from 2001

•kr'I

o!.

No limits

·:·

l 00 % allowed from 1998

No. of service providers

Prior notification by the
Government Application at
any time (1996)

Possible through the
restriction of radio spectrum
allocation

Cross-border supply

Restriction is possible

Allow under the commercial
contractual agreements with
domestic operators

Regulation rules

Apply domestic regulations

Adopt regulation principles
in the Reference Paper

One-way satellite broadcasting
service: Satellite TC
broadcasting such as
DTH/DBS, digital satellite
radio broadcast

Possible to restrict

Excluding from the
concession

Source: Sung-Baik Oh, "Long-Term Strategy of Korea Telecom (KT) for the
Transformation into Global Telecom Service Group," KISDI, 1997, 52.
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The Korean Telecom market has been growing continuously in spite
of the IMF bailout program. Following the refurbishing of the Korean
regulatory system to cope with the market opening, it is expected that the
participation of private firms and foreign Telecom Operators in the domestic
telecom markets will increase.

2.5.2 The Impact of Telecommunication Liberalization in Japan
Before 1985, Nippon Telegraph and Telephone Corporation (NTT) was
the state-owned common carrier operating as monopoly for domestic
telecommunication. Kokusai Denshin Denwa Company Limited (KDD) was
the monopoly common carrier and was responsible to provide the
international telecommunications

services.

In

1985, Japan's telecom

industry was substantially reformed and introduced competition in the
telecom market through the privatization of NTT and allowing three new
common carriers (NCCs) to operate nationwide for long distance telephony,
and other new carriers to operate regionally or with mobile telephones. Local
telephone markets were left under NTT's monopoly.

International telecom

became competitive in October 1989, when two new common carriers were
allowed to enter the international telephone market. After NTT had been
partially successful in providing the universal service, the Government
decided to permit private sectors to enter the local telecom market.
The 1985 Telecommunications Business Law of Japan recognizes two
categories of carriers: type I and type II. They are distinguished by their
facilities, not by their services.

Type I carriers are those operating with

physical transmission circuits; type II carriers are those without circuits. In
effect, a type I carrier can offer every service a type II carrier can, but not
vice versa.

Type I carriers are regulated by the Ministry of Posts and

Telecommunications (MPT) in entry-exit, service provision, pricing, and
other aspects.

Foreign owners are allowed to obtain, in total, one-third of

the shares of a type I carrier. In 1990, there are 59 domestic type I carriers
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including NTI, and 3 international type I carriers including KDD. NTI and
KDD are

established by the

NTI Organization Law and the KDD

Organization Law, respectively; they are regulated by MPT more heavily than
other type I carriers. Telecommunications business by type II carriers was
liberalized in April 1985; in particular, telecommunications service trade by
type II carriers, import or export, became free. No restriction is imposed on
foreign ownership of a type II carrier. There is free entry to the industry and
there is no formal restriction on pricing or operations including straight
resale of leased circuits by type II carriers.
The Telecommunications Business Law defines two subcategories of
type II carriers: general type II carriers and special type II carriers. Special
type II carriers are those operating internationally or those operating with
500 or more circuits (measured in terms of the unit equivalent to the
capacity of 1200 bits/sec). There is a slight difference in regulation of
general type II carriers and special type II carriers in entry into the industry.
General type II carriers need only to report of their entry to MPT; special
type II carriers need to register themselves with MPT. MPT may reject
application for registration by a special type II carrier when the applicant is
judged not qualified according to a set of criteria stated in the Law. This
difference is not significant, and able to consider business by type II carriers
is liberalized in Japan at least formally 1. Since 1985, more than 800 type II
carriers have been established, including 28 special type II carriers, in which
16 are operating internationally32.

Oniki Hajime. (1993). "Impacts of the 1985 Reform of Japan's Telecommunications
Industry on NTT,". M. Jussawalla. (Ed). Global Telecommunications Policies--The Challenge of
Change. Westport, CT, U.S.A.: Greenwood Press, 69-92.
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In 1987 three new common earners (DDI, Japan Telecom, and
Teleway Japan) participated in the long-distance market monopolized by
NTI until then. In 1989, two new common carriers (JDC and ITJ) joined the
international telephone service market.

The Government decided to

strengthen the international competitiveness of NTI to cope with the trend
of globalization in the world telecom markets. In 1997, the Government
revised a series of communications-related laws including Telecom Business
Act, NTT Act, and KDD Act. These measures encouraged Telecom Operators
to explore new businesses and facilitate strategic alliances and Mergers and
Acquisitions between Telecom Operators.
Following the entry into effect on February 5, 1998, of the WTO's
protocol on liberalization in the field of basic telecommunications, foreigncapital restrictions on telecom companies have been lifted in Japan, with the
exception of NTT and KDD, which are special public corporations. Now
100% foreign-owned companies can freely enter the Japanese telecom
market. As a result, two telecom giants, one American and the other British,
have already announced their full entry into the Japanese market through
related firms. In response, Japanese telecom companies are showing signs of
advancing overseas to win new customers. So the telecom business can be
said to have entered an age of competition that extends beyond national
borders. From now on, reorganization of the industry is going to proceed in
Japan too, with foreign companies playing a bigger part.
Before the WTO agreement came in to effect, the foreign capital ratio
of communications companies owning their own telecom infrastructure-known as type I carriers--was restricted to less than one-third. The WTO
protocol has now lifted this restriction. So far, restrictions on foreign
ownership of NTT and KDD have been maintained to limit the ratio to less
than 20%. In the case of KDD, however, even this regulation will be
scrapped when the KDD Law--which prescribes foreign capital restrictions
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and requires MPT approval for mergers and for executive appointments--is
abolished, probably later this year.
The two foreign pioneers, the Japanese subsidiary of WorldCom Inc.
of the US and British Telecommunications PLC (BT), have announced plans
to enter the Japanese telecom business after liberalization. As a first step,
WorldCom plans to build its own fiber-optic network centered on the
demand-intensive Tokyo metropolitan area and to begin a high-speed, highvolume data-transmission service for large companies and international
telephone services as soon as possible before the end of this year.
BT has not released details of its plans but is expected to draw on its
experience with multinational companies, using its own fiber-optic network
to cater to large companies with a high volume of overseas communications.
Also, besides the type I carrier services, both companies have revealed plans

-

to begin low-priced international phone services by linking both ends of their
international circuits to domestic public lines.

It is the greater competition. Foreign telecom companies have become

positive about entering the Japanese market because they see that Japan,
which has a huge telecom market on a par with those of North America and
Europe, is carrying out full-fledged deregulation in a serious manner.
Besides WorldCom and BT, several other firms are thought to be planning to
launch operations in Japan. And within Japan itself, legal revisions in 1997
have made it possible for NTT to venture abroad and for international carrier
KDD to enter the domestic business. Both firms are expected to use their
newly gained freedoms.
The Japanese international telecom market has a scale of about 4 70
billion yen a year (3.5 billion U.S. dollars at 135 yen to the dollar). Although
in the last few years the volume of calls has increased, in financial terms the
market has not grown significantly in size because the three international
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carriers (KOO and its two rivals) have been competitively cutting prices since
the smaller two first set their rates lower than those of KDD.
If a string of new domestic and foreign entrants do join the Japanese

telecom market, they would have to struggle for a share of a limited pie,
which inevitably would mean keen competition to bring down rates even
further and upgrade services. In response, Japan's existing international
carriers are making moves into foreign markets in search of new customers.
Japan Telecom Co. and International Digital Communications have obtained
licenses to use their own facilities in the US to operate international services
to Japan. KDD also applied for such a license in February.
In addition, there are moves toward corporate mergers and alliances
to enhance competitiveness. In October 1997 the long-distance carrier
Japan Telecom merged with international carrier International Telecom
Japan and stepped into the global arena. And the long-distance carrier
Daini-Denden Inc. has also decided to form an alliance with Teleglobe Inc. of
Canada. The arrival of foreign firms, which are expected to deepen sales and
other alliances with Japanese firms, is likely to have a great impact on
future realignment in the domestic telecommunications sector33.

Edited by Japan Echo Inc. based on domestic Japanese news sources (1998, April 6).
TELECOM BUSINESS: Liberalization Paves the Way for New Entrants. Articles presented here
are offered for reference purposes and do not necessarily represent the policy or views of the
Japanese Government. http:/ /www.jinjapan.org/trends98/honbun/ntj980406.html
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2.5.3 The Impact of Telecommunication Liberalization in USA
In 1934, the parliament established the communications act of 1934
by setting up an organization to regulate the telecommunications industry
(known as The Federal Communications Commission (FCC)). The regulations
of FCC were the following:
1. Telecom services and facilities in infrastructure in the US
2.

International traffic

3.

Radio and television industry by regulating permission slip m
setting up station and business license

Unlike the telecommunications industry m other countries, the
American telecommunications system has been private companies. Before
1968, The American Telephone and Telecommunication AT&T, which was
the monopoly operator, invested in telecommunications network state wide
in the United States. There were two-separated sections in (AT&T).
•

Local call operated by Bell Operating Company (BOC)

•

Long distance call operated by AT&T Long Line

AT&T had the market power to set the price of services. Bell was the
only local company so AT&T service would be considered as end-to-end
activity. In 1968, telecommunications industries started to have more
competition. In 1969, FCC allowed Microwave Communications Incorporated
(MCI) to give network facility service, which would also give other operator
permission to connect it network. In 1971, FCC decreased limitation for
telecommunications service through satellite. This increased new operator
that caused more competitions.
After FCC had ordered a separation between AT&T and Bell Operating
Companies (BOC), structure of BOC was separated into 6 groups in 6
regional parts, which was known as the Regional Bell Operating Companies
(RBOCs)

composed

of NYNEX

Corporation,

Bell

Atlantic,

American

Information Technology, Southwestern Bell Operation, The United States
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West, and Pacific Telesis (PACITEL).

This made more competitive in

telecommunications industry including the long distance market that gave
consumer more benefit. However, local market was still a natural monopoly.
Due to many competitive companies in long distance market between
MCI, AT&T, Sprint, LDDS-Worldcom and Frontier, this decreased the
market share of AT&T from 85% to 53% and affected in lower long distance
charges. However, long distance service operators had to connect with local
exchange carrier in the part of originating and terminating areas. That was
the bottleneck of the long distance service. At the same time, the local
operating companies were Bell operation, GTE, and small companies.
After the 1984 AT&T divestiture, three large Telecom Operators have
occupied the US long-distance telecom market. As deregulation on the longdistance market has

been

successfully implemented,

most Telecom

Operators have concentrated their efforts on business diversification and
strategic alliance. It seems that the conceptual guideline of the US
government on deregulation has been 'deregulation means competition'.
Since 1990, it has showed clearly that telecommunications market is not
natural monopoly market because of competition in several local operators
and regions. That is why consumers got better and wider services.
This attitude is based on the belief that deregulation would facilitate
market competition, which will lower the level of telecom rates and improve
the quality of services. A good example was the revision of Telecom Act in
February 1996. The United States set up the law that was called the
Telecommunications Act of 1996, which opened for faster liberalization. It
tried to create more competition in the bottleneck. The law stated that other
operators were allowed to invest in the local competition network. However,
entering the local market was still harder than long distance market
because of high investment in local loop.

70

The objective of telecommunications Act was to restructure telecom
market in the US. The Act used structural and behavioral way as a tool to
decrease monopoly in American telecommunications and increase in the
success of the competition and also efficiency. This law tried to stand in
every structure and behavior that would decrease competition in the
market3 4 . The revised Telecom Act may be regarded as a national strategy of
the US to build up competitive strength to meet the threat of global megaTelecom Operators. This Act actually removed the business restrictions of
AT&T, RBOCs, and cable TV companies.

2.5.4 The Impact of Telecommunication Liberalization in UK
The British government started the liberalization of telecom industry
and introduced competition through the privatization of British Telecom (BT)
in 1984 (51 % equity shares were sold at that time and the remaining
disposed by 1993).
From 1912 to 1981, the British telecommunications sector had been
under the control of Post Office, a public enterprise. In 1981, the British
Telecommunications Act was approved because the government wanted to
separate the telecommunications sector from Post Office, then BT was
established. Later, BT was transformed into a Public Company Limited and
was started to privatize in 1984. At that time, BT prepared itself as well as
re-organized the company structure such as separating local network from
long-distance network, setting up BT International as the unit providing
international services, and Engineering and Procurement as the unit
developing new knowledge or technology.

Rohitaganee, Nadnapa., Sukpornsinchai, Suthasi., Tran Thi Thu, Yen., Chhom, Dalis., &
Azad Isayev, Azer. (2000). An Analysis of the effects of the on-going Privatization of the
Telephone Organization of Thailand (TOT). Center for Language and Education Technology.
www.clet.ait.ac. th/talkbasework/july2000 / group3 / chap2.htm
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Because of the British Telecommunications Act, the equipment
privileges of BT were cancelled, except the privilege concerning selling the
first telephone for consumers in order to encourage private sectors to enter
the market. Moreover, the government offered opportunities to private
sectors to receive network licenses. Consequently, in June 1981 Mercury,
BT's first competitor, was established by British Petroleum Bareleys
Merchant Bank and Cable & Wireless. Mercury invested in Fiber optic
network and Digital system connected thirty business centers in the United
Kingdom. The target markets of Mercury were corporate sectors. At the
beginning stage, Mercury could not compete with BT in many ways, gaining
only 3% of the market share. Therefore, Mercury asked the government for
more supporting program. In 1983, "Duopoly Policy" was announced in
order to protect BT and Mercury as well as to improve the efficiency of both
companies. Under the Duopoly policy, other competitors were not granted
more telephone and public Fixed-Link licenses from 1983 to 1990.
The process of the privatization of BT was started one year after the
approval of the British Telecommunications Act. In November 1984, the
shares of BT began selling to other institutions, people, and the employees
of BT. The government bunched the advertisement through television and
newspaper in order to persuade these groups to buy the share, estimated
50.2% of the total share. The price per share was 130 pence. Later, 47% of
the share was owned by the British institutions, 39% owned by the
employees, and 14% owned by the foreign investors. The first sale was not
quite successful. Although the government could sell 50.2% of the share as
planned. The price per share was low because the shares were sold at one
time and were bought by the general group of people. If the share had been
bought by strategic partners or were sold by the tender offer method, the
price would have been higher.
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Another disadvantage was more than one million people, who owned
less than four hundred shares per each, held the shares. Therefore, nobody
wanted to participate in BT management.
Before the privatization, the prices of international call were very high
because BT had to cross-subsidize some profit of the international call to the
local call services, which had very high costs, while low in prices. After the
privatization, in

October

1982,

Professor Stephen

Little child from

Birmingham University proposed "Price Cap" as the method to set the prices
of the telecommunications services. Therefore, the political interference was
less since the use "Price Cap", BT had to consider the real factors such as
inflation rate, and the working efficiency. In 1987, the prices of the longdistance calls were reduced because of the Price Cap and the competition of
Mercury. On the other hand, the prices of the local calls and other services
were much higher. DGT and OFTEL were asked by people to solve the
problems many times.
After the privatization, BT was still the powerful company and had
more privileges than Mercury because the government privatized BT in form
of the integrated national unit. The businesses of BT were not definitely
separated. The government as well as BT's executives thought that to sell
the whole company at one time could make more profit and sell faster.
For this reason, BT had much power and the best network operation
in the UK. BT did the businesses in the equipment market, long-distance
call services, Analogue Private Circuit, etc. Moreover, BT obstructed
Mercury, its only competitor, in many ways such as if a consumer wanted to
use Mercury's system, he/she would have to change his/her phone number,
which took much time to do so, BT' interconnection charge was very high,
and BT proposed the promotional campaign in form of quantity discounts in
order to persuade consumers to continue using BT's services35.
35 Rohitaganee, Nadnapa., Sukpornsinchai, Suthasi., Tran Thi Thu, Yen., Chhorn, Dalis., &
Azad Isayev, Azer. (2000). An Analysis of the effects of the on-going Privatization of the
Telephone Organization of Thailand (TOT). Center for Language and Education Technology.
www.clet.ait.ac. th/ talkbasework/july2000 / group3 / chap2.htm
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By the early 1990s, the UK telecom market has maintained a
duopolistic structure by BT and Mercury. In March 1991, the Department of
Trade and Industry published a white paper 'Competition and Selection,'
which abolished the duopoly policy in the telecom market. Accordingly,
other players were allowed to participate in the telephone service market,
and especially cable TV companies were allowed to get licenses on telephone
services. With this policy, the UK adopted the technology-led competition for
the first time in the telecom industry. Telecom policies of the UK tend to put
emphasis on international telephony rather than local telephony, and place
more weight on the US markets than the European market. In this context,
the UK government has focused on strengthening BT's competitiveness,
which has been in an inferior position compared with AT&T, NTT, and DT.

2.6

DEFINITIONS AND CONCEPTS OF COMPETITION
The concept of competition has always played an important role m

economic thinking but it has taken on a number of interpretations and
meanings, some of them vague. Stigler (198 7) defines competition as a
11

rivalry between individuals (or groups or nations) and it arises whenever two
or more parties strive for something that all cannot obtain.

11

As Yarrow (1995) has pointed out, this is a very broad definition,
including the forms of rivalry (market trading, auctions, etc.), instruments of
rivalry (prices, advertising, R&D, etc.), objects of rivalry (profits, promotion,
prizes, survival, etc.) as well as types of rival. Competition is defined in
behavioral terms and no implication is being made that more competition is
necessarily better or an end in itself. Shepherd (1997) emphasizes the
concept of effective competition, requiring "reasonable parity among
numerous competitors, able to apply strong mutual pressure. No one firm
dominates, and there is also easy entry by new competitors." Here, in
addition to behavioral criteria structural features of an industry (number of
competitors, market entry conditions, etc.) are also included and a
presumption is made that effective competition is desirable.
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The corporation is most concerned with the intensity of competition
within its industry. The level of this intensity is determined by basic
competitive forces, which are depicted in Figure 2.2. In carefully scanning its
industry, the corporation must assess the importance to its success of each
of the five forces: threat of new entrants, rivalry among existing firms, threat
of substitute products or services, bargaining power of buyers and
bargaining power of suppliers. The stronger each of these forces, the more
limited companies are in their ability to raise prices and earn greater profits.
Using the model in Figure 2. 2, a high force can be regarded as a
threat because it is likely to reduce profits. A low force, in contrast, can be
viewed as an opportunity because it may allow the company to earn greater
profits. In the short run, these forces act as constraints on a company's
activities. In the long run, however, it may be possible for a company,
through its choice of strategy, to change the strength of one or more of the
forces to the company's advantage.
A strategist can analyze any industry by rating each competitive force
as high, medium, or low in strength36. For example, the mobile phone
industry could be currently rated as follows: rivalry is high (Nokia, Motorola,
Ericsson, and Siemens are strong competitors), threat of potential entrants is
low (industry is reaching maturity), threat of substitutes is low (other mobile
phones don't provide support for Internet activities), bargaining power of
suppliers is medium but rising (suppliers in Asian countries are increasing
in size and ability), bargaining power of buyers is medium to low (advertising
is more important than distribution channels). Based on current trends in
each of these competitive forces, the industry appears to be increasing in its
level of competitive intensity-meaning profit margins will likely fall for the
industry as a whole.

36 Wheelen, Thomas L. and J.David Hunger. (2000). Strategic Management Business Policy.
(7th edition), 61
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2. 7

MICHAEL E. PORTER,$ FIVE FORCES MODEL
In this research, the main construct of this chapter is Michael

Porter's Five Forces model37 , which is drilled into every MBA's head as a
comprehensive tool for strategic analysis of an industry.

Michael Porter's

Five Forces model was used to analyze the impact of liberalization of
Thailand Telecommunication Services on Competitive Opportunity of new
mobile phone operator, THAI MOBILE 1900.
The five forces highlighted are threats of new entrants, substitute
products or services, bargaining power of buyers, bargaining power of
suppliers, and rivalry among the competitors

Figure 2.2

An

application

of

Porter's

Five

Forces

model

to

the

Telecommunication Industry

Bargaining Power of Buyers

Bargaining Power of Suppliers

Thireat <0>f Substi.tutte
1Plr<0>dhlllcts <0>ir Semces

37 This process of scenario development is adapted from M.E. Porter, Competitive Advantage

(New York Free Press, 1985), 448-470.
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2. 7 .1 Threat of New Entrants
New entrants to an industry typically bring new capacity, a desire to
gain market share, and substantial resources. They are, therefore, threats to
an established corporation. The threat of entry depends on the presence of
entry barriers and the reaction that can be expected from existing
competitors. An entry barrier is an obstruction that makes it difficult for a
company to enter an industry38.
In the mobile phone industry, barriers to enter into the market are
high. In addition, there are possible barriers to entry are as follows.
•

There is a finite amount of "good" radio spectrum that lends itself
to wireless voice applications.

•

A government regulatory body in Thailand is assigned the task of
allocating this finite spectrum resource. The regulatory body is
also in transition.

•

The ownership of the cellular license is a monumental barrier to
entry.

•

Switching costs are high for a current user of wireless to switch to
another provider. Most cellular service contracts require hefty
early cancellation fees.

•

Proprietary experience is limited. However, with growing numbers
of joint ventures in the wireless industry, talent moves around in
a fairly fluid fashion , mitigating the effects of the barrier.

•

Access to capital. For new entrants, the cost of the license,
infrastructure and customer acquisition must be funded well in
advance of positive earnings. External funds and supplier credits
may be required for up to four years from the start of operations.

38
7111

Wheelen , Thomas L. and J.David Hunger (2000). Strategic Management Business Policy. (
edition), 61 -62
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2. 7 .2 Threat of Substitute Products or Services
Substitutes products are those products that appear to be different
but can satisfy the same need as another product39. Thailand's mobile
phone industry, threat of substitutes products and services is low as details
below.
•

Paging is not a substitute. A paging/messaging device allows
mobility, but fails in simultaneous "two- way" communications.

•

Satellites are a substitute, but are prohibitively costly. The
massive capital expenditures required to put these networks into
place require that the pricing of the service be significantly higher
than that of cellular to earn a respectable return.

•

Landline phone networks fail in mobility. Furthermore, in many
cases,

the lack of landline

infrastructure makes

cellular

telephony a cheaper alternative. Thus, cellular is actually a
cheaper substitute and even a threat to landline.
2.7.3 Bargaining Power of Buyers
Buyers affect an industry through their ability to force down prices ,
bargain for higher quality or more services, and play competitors against
each other4 0. The telecommunications infrastructure in Thailand is
extremely underdeveloped, leading to a shortage of capacity, especially in
developing markets. Demand for cellular telephony is very high, and
consumers are willing to pay premiums to access it. Bargaining power of
buyers is low. On the other hand, if one consumer has a large enough
impact to affect a company's margins and volumes, then they hold
substantial power. Here are a few reasons that customers might have power:

39 Wheelen, Thomas L. and J.David Hunger (2000). Strategic Management Business Policy.
(7th edition), 63
40 Ibid,

64 .
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•

Small number of buyers

•

Purchases of large volumes

•

Switching to another (competitive) product or service is simple

•

The product is not extremely important to the buyer, they can do
without it for a period of time.

•

Customers are price sensitive

2. 7 .4 Bargaining Power of Suppliers
Suppliers can affect an industry through their ability to raise prices
or reduce the quality of purchased goods and services41. If s uppliers have a
large enough impact to affect a company's margins and volumes, then they
hold substantial power. Here are a few reasons that suppliers might have
power:
•

There are very few suppliers of a particular product

•

There are no substitutes

•

Switching to another (competitive) product is very costly

•

The product is extremely important to the buyer, they can not do
without it

•

The supplying industry has a higher profitability than the buying
industry

In Thailand's mobile phone market, the Bargaining Power of
Suppliers is high. There are possible powerful are as follows .
•

Equipment

manufacturers

provide

the

infrastructure

and

handsets to create the network, and are represented by a very
limited group of companies to supply the high demand of the
industry.
•

Regarding Labor, there is a limited pool of experienced labor
(such as engineers), which places the companies in a weak
position in terms of hiring and salaries.

41

Ibid, 64.
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2.7.5 Rivalry among Competitors
In

most industries,

corporations

are

mutually

dependent.

A

competitive move by one firm can be expected to have a noticeable effect on
its competitors and thus may cause retaliation or counter efforts42.
Competitive Rivalry, this describes the intensity of competition
between existing firms in an industry. Highly competitive industries
generally earn low returns because the cost of competition is high. A highly
competitive market might result from:
•

Many players of about the same size, and no dominate firm.

•

Little differentiation between competitor's products and services.

•

A mature industry with very little growth. Companies can only
grow by stealing customers away from competitors.

Most Asian countries have a limited market due to the small
population percentage that can afford any type of telecommunications.
While this proportion is growing, the base is small enough to warrant heavy
competition among incumbent operators to secure market share. In addition
to loss of profits, a major reason is exit barriers. Wireless has high exit
barriers. They are primarily due to the specialized assets employed. Cellular
network assets cannot really be used for much else. Base stations, mobile
switches, towers and billing software do not lend themselves to easy
liquidity. The rapid advance of technology makes the liquidation of the
electronics particularly difficult. Intensity of rivalry in Thailand's mobile
phone market is high.

42

Ibid, 63.
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CHAPTER 3
RESEARCH FRAMEWORKS

The literature review presents the definitions, concepts and theories
relating to the potential impacts of telecommunication liberalization and the
competitive opportunities of THAI MOBILE. In this research framework
chapter, the theoretical framework and conceptual framework will be
combined into a diagram of guiding framework as figure 3.1
3.1

RESEARCH FRAMEWORK

The

research

presumes

that

the

liberalization

of

Thailand

Telecommunications services under Thailand's commitment to the WTO and
the Master Plan for Telecommunications Development will create a deep
impact on the telecommunication sector. But this research will be limited to
cover on competitive opportunity of the new mobile phone operator, THAI
MOBILE.
review

The framework of the research shown in Figure 3.1 is used to

related

literature

and

analyze

the

perceived

impacts

the

telecommunication liberalization will have. Under this framework, the
perceived impacts will be examined in three elements.
Firstly, the liberalization of Thailand Telecommunications services
under Thailand's commitment to the WTO, the WTO Agreement on Basic
Telecommunications will be focused on three priority regulatory areas which
are the independent regulator, competitive safeguards and commitment to
market openness. Under the Telecommunication Development Master Plan,
the key four initiatives are the laws relating to telecommunication
businesses; the conversion of existing telecom concession into licenses; the
privatization of the TOT and CAT; and the establishment of the independent
and impartial regulatory body, the NTC, along the principles set forth by the
WTO.

In

addition,

Empirical

study
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related

to

the

impact

of

telecommunication liberalization in foreign countries to be a guide in
considering the potential impacts of the liberalization in Thailand.
Secondly, theoretical study, which is five competition forces, will be
explained and

recommended the desirable

business and marketing

strategies in order to provide THAI MOBILE the biggest competitive
advantage to equally compete with incumbents, and also new entrants in
fierce-competition mobile phone market.
Thirdly, the research will use the first and second elements to analyze
the potential impact of telecommunication liberalization on competitive
opportunities of the new entrant in the case study of THAI MOBILE 1900.
From three elements above, conceptual framework and theoretical
framework will be combined into a diagram of research framework as Figure
3.1. And see also Figure 4.1 shows the methodology frameworks in order to
clearly understand the objective of the research.
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Figure 3.1 Research Framework for examining perceived potential impact of
Telecommunication Liberalization
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3.2

RESEARCH HYPOTHESIS

After defining the important qualitative variables and establishing the
relationships among them through logical reasoning in the theoretical and
conceptual framework as shown in Figure 3.1, it is now appropriate to test
whether

the

telecommunication

liberalization

effects

on

competitive

opportunity of Thai mobile phone market.
Based on the above diagram of the guiding framework, the researcher
hypothesized that:

Hypothesis 1: The global trend towards competitive market liberalization
represented in the WTO Basic Telecommunications Agreement is the rationale
for the Thailand decision to open its telecommunications market and improve
telecommunications sector performance in Thailand.

,J+.

Hypothesis 2: Under the Telecommunication Development Master Plan, the
four key initiatives which are the laws relating to telecommunications, the
privatization of the TOT and CAT, the establishment of the NTC, and the
telecommunications concession conversion will create a fair environment for
incumbent and new entrants in mobile phone market.

Hypothesis 3: Telecommunication Liberalization will have positive impacts to
a new entrant and will bring certainly benefit to consumers.

Hypothesis 4: Whether in fact Thailand needs more operators and whether
the new entrants, THAI MOBILE will be able to survive in a fierce-competition
market after the liberalization of the telecom market.

Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a key
selling point.
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3.3

EXPECTED OUTCOME

In this topic, the research presents the expected outcome of potential
impacts of telecommunication liberalization in Thailand. However, before the
analysis results are presented, hypothesizes are related to recap the
framework and objectives of the study. Expected outcomes will be highlighted
and presented as the positive sights and negative sights as hypothesized
below.
Hypothesis 1: The global trend towards competitive market liberalization

represented in the WTO Basic Telecommunications Agreement is the rationale
for the Thailand decision to open its telecommunications market and improve
telecommunications sector perfonnance in Thailand.
Under the WTO Basic Telecommunications agreement, Thailand have
made commitments to the WTO that increased level of foreign investment and
competition will be permitted in Thailand's telecommunications market. The
goal of telecommunication liberalization is to create a competitive open
environment where effective competition is encouraged and functional.
Thailand faces the increasing pressure to prepare itself for free trade
competition. In preparation for advance and globalization of business and
ensuing competition, especially those from powerful overseas operators, the
domestic operators have been reviewing measures and practices to secure its
competitive position for the future.
Although it is expected that liberalization of telecommunication services
will create many more attractive investment opportunities for domestic, and in
particular foreign operators, improve efficiency, and stimulate development,
the benefits will not take immediate effect together and they may also hurt the
national enterprises.

Thailand must open its telecom services market to

foreign competitors, allowing foreign operators to hold certain stakes in their
national telecom carriers. These foreign operators will bring advanced
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equipment and services to compete with Thai enterprises and each other.
Some of them will be elbowed out of this sector. At the same time, Thais will
learn new techniques and managerial style to flight back or even go abroad. All
these indicate that the Thai telecom sector will face a formidable structure
change.

Hypothesis 2: Under the Telecommunication Development Master Plan,

the four key initiatives which are the laws relating to telecommunications, the
privatization of the TOT and CAT, the establishment of the NTC, and the
telecommunications concession conversion will create a fair environment for
incumbent and new entrants in mobile phone market.
The
Development

Thai

government

Master

Plan,

has
which

approved
calls

the

for

Telecommunication

liberalization

of

the

telecommunication industry in order to create a more liberal, competitive and
transparent environment. Thailand must amend

or abolish outdated

telecommunication laws and approve new Telecommunication Business Act,
privatization of the TOT and CAT, and set up new independent regulatory
body, NTC to oversee the industry in order to enhance free trade and fair
competition. Furthermore, the government has the policy to convert the
telecom concessions in order to create a level playing field for free market
competition. The Thai government must provide a clear policy direction on
concession conversion with existing telecom providers to be certain that once
the industry is liberalized, every company would start on equal ground, to
enhance free trade and fair competition.
However, the competition in new telecommunication environment may
not be successful. Full liberalization of the market is not slated until after
2006. The Thai telecommunications market is still regulated, and is on a slow
path to liberalization. In spite of the fact that resistance against dismantling
telecommunications state monopoly has finally been overwhelmed and has
yielded to internal political and business pressures as well as commitments to
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international trade agreements and pressure from international agencies, full
liberalization of the Thai telecommunications markets has missed several
deadlines and is yet to be accomplished.

Bureaucratic red tape and the

sluggishness to establish the regulating body are largely to blame for the
further delay of eventual market deregulation. In addition, foreign operators
are waiting for the NTC before they will move in. They may not concerned
about whether the state enterprises have or have not been privatized, and
whether concessionaires have or have not been converted the existing BTO

r

concession, but they are concerned about whether the NTC can handle the
complexity of the telecommunications sector.

In addition, the market size in Thailand is comparatively much smaller
than in large developed or developing countries like the US, Japan and China,
where there is high population density, providing a

large market to

accommodate many operators and in addition , the limit ation on network and
electrical magnetic frequencies resource is high. Apart from having the
economy of scale, this industry is also characterized by an economy of scope.
That is to say, the larger the network put in place for itself, the more
economical due to the size of the area will be. This is distinctly an advantage
for "old" operators since they can create limitations on prices and operating
costs to "new" operators, particularly in fields where communication is made
through magnetic frequencies such as satellite communication, mobile phone
operation, and paging operation etc. It is anticipated that in future, the
economic rent on Thai frequency wave resource will be enormous. World
development in wireless telecom activities at present consequently attempts to
enhance the ability to transmit signals.
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Hypothesis 3: Telecommunication Liberalization will have positive

impacts to a new entrant and will bring certainly benefit to consumers.
The expected benefits of opening up the telecommunications market as
numerous below.
•

Improved service quality at lower prices
If there are several telecommunications services providers in the

market, it will push them to improve their service quality and reduce their
service fees in order to compete including greater service choices and
innovative goods & services.
•

Job-Creation
Substantial increase in investment and job opportunities to build,

upgrade and operate networks and services. An improved climate for business
operations will attract more regional offices and generate sales for local
companies supplying Multinational Corporations, producing demand for
higher paying jobs.
•

Decentralized Economic Development
Improved

access

to

telecommunications

infrastructure

and

increased bandwidth will allow economic and social development to occur
more quickly throughout the country. Companies can locate more easily
anywhere in Thailand if an affordable and reliable telecommunications
infrastructure is in place. Optimal use of existing networks, which will
enhance overall telecommunications, sector efficiency and facilitate economic
growth.
•

Improved Quality of Life
Better quality of life as a result of adequate and quality networks

and services at lower costs to connect instantly and cheaply to the outside
world both at the national and international levels. Easier access to
information will benefit schools at all levels. Competitively priced services will
allow more Thai students to gain exposure to fundamental learning skills
necessary for the "Information Age" and the global economy. Increased
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Internet

usage

will

increase

opportunities

(and

motivation)

to

surf

international sites and learn English.
•

New Economic Opportunities
The global shift towards e-commerce and the competitive necessity

of immediate, real-time market information (of critical importance to SME's)
mandates access to affordable telecommunication services by all sectors of the
economy.

Hypothesis 4: Whether in fact Thailand needs more operators and

whether the new entrants, THAI MOBILE will be able to survive in a fiercecompetition market after the liberalization of the telecom market.
Thailand needs more operators, if there are several telecommunications
service operators in the market, it will push them to improve their quality and
reduce their service fees in order to compete. Even though Thailand offered
telecommunications services such as telephones, mobile phones, pagers and
the Internet which allow Thais to communicate easily, in reality, such services
are still used by only a small fraction of the population. Because service fees
are too high, many people still cannot afford the services and the national
telecommunications infrastructure has not yet been expanded into all areas of
the country. In addition, the penetration rate and growth rate of mobile phone
subscribers when comparing to other countries with similar economic
development is considered low, implying that the mobile phone market has
great potential to grow in the future.
The liberalization of telecommunication services is another step, which
should help make them affordable to all Thais. Currently, market liberalization
causes intensified competition. The market will be free to competition from
international operators. Therefore, it is most likely there will be new entrants
to the market and competition in business will increase. In order to prepare
for the market liberalization, most of operators have strengthened their
competitive a dvantages by implementing various strategies, which have
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created a more competitive market environment before the market is actually
liberalized.
THAI MOBILE was established as part of a government effort to create
more competition and force down costs. TOT insists that the mobile phone
business would become the main source of income for the TOT after
privatization and market deregulation.
On the other hand, THAI MOBILE was viewed as less commercially
viable as there was still an overcapacity on existing cellular networks. It would
be quite difficult to lure Thai consumers to use a government cell phone
system unless its service is much better than existing operators. Many
observers believe THAI MOBILE will not be able to survive, as heavy
competition and market forces have been working to push local cellular
charges and handset prices down sharply. In addition, few believe that TOT
will be able to compete with private operators in terms of costs or service.

Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a
key selling point.

THAI MOBILE was viewed as a low-cost alternative to subscribers in
order to compete with private companies to push down costs after the
government failed to persuade leading private mobile phone operators to cut
the monthly fee, thus THAI MOBILE was believed to be an efficient mechanism
in directing the domestic mobile competition.
But however, Liberalization of mobile phone services placed moderately
priced hand phones in businesses and households. In the mobile phone
market, price wars have been the key strategy in drawing new subscribers.
Due to handset and airtime costs have been falling for several months and
existing operators offered low-cost handsets and attractive airtime promotions,
the number of mobile phone owners is increasing.
While heavy competition has driven handset prices and service charges
down sharply over the past, new entrants will heat up the competition. Price-
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conscious consumers are eagerly awaiting the arrival of new major players in
Thailand's mobile-phone market, but it remains unclear how much more
heated the local price war might become. Competition and price wars are good
news for subscribers, but an industry source said the latest developments
could be a prelude to a much fiercer life-or-death struggle for operators, prior
to the industry opening up to free competition in 2006. The arrival of a new
entrant, TA Orange is expected to challenge the existing cellular duopoly, but
TA Orange insists it will compete on quality, not price. The quality of the
network is a must while the handset price is a complementary factor. The
most important issue is how to enable users to make calls every time they
need to.
Given the current pricing competition, THAI MOBILE's main goal to
provide a low-cost alternative is no longer valid. In addition, because of
explosive growth in pre-paid services, lively skirmishes to grab a share of prepaid services seem inevitable. Pre-paid service with low-cost handset prices,
airtime promotions, and network quality may be a good marketing strategy for
THAI MOBILE.
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CHAPTER4
RESEARCH METHODOLOGY

This research methodology chapter will define the research paradigm,
and justify the selected research design.

It provides a step-by-step

procedure in order to understand how this research can be conducted.
Firstly, research design explains techniques and methods used for data
collection. Secondly, the sample selection describes how the target
respondents are classified. Thirdly, the construction of the instrument is
explained. After that, research procedure defines procedure of gathering
information. In the research instrument, the researcher describes the
interviews process. In order to examine the clearness of interview question
design, a pilot study will be conducted for detecting the weakness of this
communication approach. Last step, after conducting the overall approach
to the research process, the research will test hypothesizes and analyze.
4.1

RESEARCH METHODS USED

The research has chosen to conduct a case study in order to answer
the research questions posed.
According to Yin (1994), a case study is a preferred research strategy
when a "How" or "Why" question is being asked about a contemporary set of
events over which the investigator has little or no control. "How" or "Why"
questions are more explanatory, dealing with operational links needing to be
traced over time. Since the research want to find out, how the mobile
telecommunications sector has been developing in Thailand and why in one
of the country it has been able to move faster, the research is of explanatory
natures.
A case study was also chosen because the researcher looks at the
development of the mobile telecom sector over time, and some of the
dynamic aspects would be difficult to capture in a survey. The reason for
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why conducting a survey would not have served the purpose of the research
as well as a case study is that since a number of different institutions had to
be approached besides the companies active in the industry, designing a
common and comparable questionnaire would have been problematic.
The following section deals with the research design chosen.

4.1.1 Primary Data
According to Malhotra (1996: 116f.), the researcher generates primary
data for the specific purpose of addressing the problem at hand. Primary
data consists of in-depth interviews with industry professionals. In order to
get the real echo about the impacts of telecommunication liberalization from
real business people and the government officials, interviews of some of the
famous entrepreneurs in Thailand's big enterprises have been realized to
make the primary data more convincing. Some of the information is not
allowed to be published.
In depth interviews are one of the prime methods of obtaining
qualitative data. In depth interviews are especially warranted in special
problem situations such as discussion of confidential, sensitive topics as
well as interviews with professional people and interviews with competitors.
Given the sensitive nature of the subject and the fact that major
direct competitors are involved, in depth interviews are appropriate. This
brief was further reinforced when trying to obtain information through a
telephone interview. Although the subjects received the questionnaire form
prior to the phone, the interview gave absolutely nothing in comparison to
the ones carried out face to face.

4.1.2 Secondary Data
Secondary data 1s based on information given by the respective
companies (books & articles, earlier master theses on related issues,
information brochures, annual reports, reports by government agencies,
newspaper article}. In order to get the useful information, academic studies,

93

good articles from the business press as well as Internet sources will be
scanned. A big part of the information was obtained form websites and the
press. All the secondary data was newly released to keep the research
updated. A significant part of the information was obtained from the
newspapers and academic studies in the Library Center of Assumption
University. The secondary data served as the introduction to the topic and
helped to prepare for the interviews (identifying relevant interviewees,
designing the questions).
Additional

secondary

sources

were

suggested

by

industry

participants / experts during the interviews. In the later phase of writing the
research, the secondary data was also used to clarify some issues brought
up during the interviews.
4.1.3 Qualitative Research
Qualitative research, broadly defined, means "any kind of research
that produces findings not arrived at by means of statistical procedures or
other means of quantification" (Strauss and Corbin, 1990, p. 17). Where
quantitative researchers

seek causal determination,

prediction,

and

generalization of findings, qualitative researchers seek instead illumination,
understanding, and extrapolation to similar situations. Qualitative analysis
results in a different type of knowledge than quantitative inquiry.
The essence of qualitative data is to convey deeper understanding for
the problems at hand. Qualitative study methods are unstructured and give
the researchers much latitude to-as the study processes-build upon, modify
or discard some of the key questions under consideration. This gives the
researcher much freedom to influence the course of the study. According to
Backston ( 1992) a qualitative approach enables us to analyze the wholeness
of the respondent's reactions, which can give rise to a more comprehensive
understanding. Also, Malhotra (1996) advocates a qualitative approach in
case one wants to exploit the opportunity to get answers not directly asked
for.
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This research was qualitative in nature and was also supplemented
by some quantitative data obtained form official surveys and reports.
According to Bogdon and Taylor (1973:4), qualitative research refers to
research procedures, which provide descriptive data; people's own written or
spoken words and observable behavior. Qualitative research is essentially
characterized by "its avowed aim of seeing through the eyes of the people
studied" (Bryman, 1988). Such qualitative data can be generated from a case
study. Case study methods are appropriate for the proposed research
because of their following advantages. Firstly, case study met hods enable
researchers to make a comprehensive and detailed study of a single or
multiple cases. Secondly, they embrace a variety of methods, with which
researchers can gather and analyze data in depth. (Hakim, 1987; Yin, 1994)
Hakim suggested that case studies potentially overlap with virtually all other
research designs, offering their combined and complementary strengths. In
this research, case study methods incorporate secondary analysis and indepth interviews.
This research will use a qualitative approach via in-depth interviews
with an approximate time of 45-60 minutes per person. In-de pth interviews
were used as the researcher needed to ascertain detailed information.

4.1.4 Pilot Study

('4

The researcher uses a pilot study to generate primary data for
qualitative analysis. This characteristic distinguishes pilot studies from
secondary data analysis to gather background information.

In order to

study the reliability of interview questions, mistakes will be corrected and
a djusted in terms of wording, sequencing, and structuring, so that the
communication between the researcher and r espondents is not biased.
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4.2

RESPONDENTS AND SAMPLING PROCEDURES

A total of 20 individual interviews were conducted amongst major
companies from Bangkok in July 1 to August 31, 2002. The targeted
respondents

were

people

who

are

involved

particularly

m

the

telecommunications industry in mobile phone services and are at the level
of middle management or above e.g. Government Official from PTD, TOT,
CAT, and management level e.g. Sales & Marketing Manager from AIS,
DTAC, DPC, Hutchinson CDMA, THAI MOBILE and TA Orange or someone
who

takes

part

in

decision

making

including

specialists

in

telecommunications sector e.g., TDRI, CUIPI and Mahidol University's
Telecom Management College (MUTMC).
The population of this study was formed by firms specialized in the
telecommunications industry in Thailand and the interview samples were
with people engaged in this business for a very long time. Also the standard
for choosing the interviewees was set at a considerably high level to make
sure the information obtained was accurate and convincing. To achieve this,
the interviewees have been chosen from Thailand's telecommunication
Industry. These persons had been engaged in the telecom area for so many
years

and

are

in

high

positions

so

as

to

oversee

the

whole

telecommunications development in Thailand. They were deeply concerned
about the WTO's impact on Thailand's national telecommunications.
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Table 4.1 The Target populations are in telecommunication industry

1

PTD

Regulator

2

TOT

Regulator

3

CAT

Regulator

4

AIS

Incumbent

5

DTAC

Incumbent

6

DPC

Incumbent

7

TA Orange

New Entrant

8

THAI MOBILE

New Entrant

9

HUTCHINSON

New Entran t

10

AWM

Dist r ibutor

11

MLink

Distributor

12

IEC

Distributor

13

SAMART

Distributor

14

NOKIA

Manufacturer

15

MOTOROLA

Ma nufacturer

16

ERICSSON

Manufacturer

17

SIEMEN

Ma n u facturer

18

MUTMC

Expert

19

TDRI

Exper t

20

CUIPI

Expert

The target populations of this research are government officials,
companies, organizations and institutes specialized in Telecommunications
industry in Thailand and the interview samples are people engaged in this
industry for a long time, which are in the position to provid e the informat ion
required. For the TOT and CAT were interviewed be both re gulators and new
entrants in mobile phone services.
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4.3

RESEARCH INSTRUMENT

In this section, the research shows the construction of the questions
to be used for interviewing and collecting data. There are several types of
interviews. Interviews may be highly formalized and structured, using
standardized questions for each respondent. This may be subject to the less
exploratory research and is emphasized in the descriptive result.
Unstructured interview is informal and simply means a face-to-face
interview using an interview schedule with the topics listed but with few
specific questions and no fixed questions; these interviews aim to be carried
out 'in-depth'. When researchers require more specific information a semistructured format is used. The interview is still carried out in-depth.
Unstructured interviews aim to delve deep beneath the surface of superficial
responses to obtain true meanings that individuals assign to events, and the
complexities of their attitudes, behaviors and experiences. This method
allows the respondents to tell their own stories in their own wordings, with
prompting from the interviewer.
The researchers will use this unstructured interview to explore a
general area in which they are interested. By contrast, semi-structured and
unstructured interviews are non-standardized. (Mark Saunder s, 1997) In
this research , the researcher had a list of themes and questions to be
covered, although these may vary from interview to interview. This means
that some questions in a particular interview can be omitted; and some
different questions can be added to another particular interview. The order
of questions may also vary depending on the flow of the conversation. On
the other hand, additional questions may be required to explore the research
question and objectives given the nature of events within particular
organizations.
The main part of information and views of industry experts were
gathered through 20 interviewees. Since the study is qualitative in nature,
open-ended questions were used to allow the respondents to openly express

98

their views as well as to allow the researcher to be more flexible in
conducting interviews with different types of companies and organizations.
In addition to unstructured interview, the researcher has chosen to
conduct Semi-structured interviews, which means that these are not only
information-oriented but also person-oriented. Semi-structured interviews
were used in qualitative research in order to conduct exploratory
discussions to reveal and understand not only the "what" and "how", but
also place more emphasis on exploring the "why". The nature of the
questions and discussion meant that data would be recorded by note taking.
4.3.1 Interview questions design
Due to the research framework and the methodology of this research,
few specific questions were set in advance. And because the interviewees
were composed of intelligent people who were likely to be knowledgeable and
interested in the research topic, the questions aimed for a fairly high level of
complexity. However, some common questions were pre-designed in order to
get appropriate feedback:
1.

· What are the rationales for the Thailand decision to open its
telecommunication market?

2.

What are the importance of the WTO Agreement on Basic
Telecommunications and the Master Plan Telecommunication
Development for Thailand telecommunications liberalization?

3.

What are important changes on the Thai Telecommunication
market before and after liberalization?

4.

Whether domestic telecom operators agree or disagree with the
Liberalization of Thai Telecommunication Services.

5.

What

potential

impact

will

the

Telecommunication

Liberalization have on the Thai telecommunications industry?
6.

What are desirable business and marketing strategies suitable
for THAI MOBILE to survive in the fiercely competitive
Thailand's mobile market?
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4.3.2 The limitation of interviews
The interviews should be audiotape recorded {with respondents'
permission) in order that they can be analyzed in detail later. This also
enables the interviewer to attend to the informant, rather than manually
recording all the responses, and. communicate that the respondent is being
listened to. In order to check for any reactive effects, one technique is to
turn the recorder off at the end of the interview and 'chat' to respondents
informally as a check on whether they have anything else to add.
A good quality recorder, as well as tapes, should be used in order to
enhance the sound quality of the playback and minimize lost research
material due to inaudibility. The interviewer should still take some notes for example, key words and phrases - in order to keep account of the topics
that have been covered, as well as a back up to failed recordings (and
batteries should be regularly checked).
But however, no direct tape recording was made during the some
interviews, because there was an agreement between interviewer and some
interviewees that this would not be done. Otherwise, the opportunities to get
access to these interviewees could be lost. This requirements raised by these
interviewees was fully understood.
The semi-structured interviews conducted offered useful background
knowledge regarding the WTO and Thai telecommunications industry.
However, the evidence that supported the arguments did not merely come
from interviewing. It had been derived from multi-sources, including
secondary data.

4.4

DATA COLLECTION
Data collection can be divided into two main categories, primary and

secondary data. The primary data concerns data that is collected by the
researcher while secondary data concerns data that has already been
collected and is available in periodicals, academic literature, journals, etc.
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Secondary data is based on information related historical and
documentary data on telecommunications services in Thailand (see also
figure 4.1). The information was gathered for the preliminary investigation
conducted and used to prepare questions before the interview process. The
data research was qualitative in nature and was also supplemental by some
quantitative data and statistical facts obtained from official surveys and
reports, which were incorporated into the interview preparation.
In this research, qualitative interviews were used as the primary
strategy for data collection in conjunction with document analysis. After the
secondary data was collected, the research chose to conduct semistructured interviews with telecommunications industry experts, which
means that these were not only information-oriented but also personoriented. As the interviews included questions relating to the potential
impacts of partial telecommunication liberalization in Thailand, some
questions will be tailored to each person. The interview question is
employed in this research as a method for collecting the data. The questions
in the interview form were open-ended and discussion-oriented.
This section describes how to collect data, classify information
sources, and record interview data. At first, secondary data was collected
and prepared for interview questions, and then primary data from the in
depth interview was collected and analyzed. Another source of information
that can be invaluable to qualitative research is analysis of documents.
Such documents include official records, newspaper accounts, reports,
journals, as well as the published data used in a review of literature. Figure
4.1 shows the methodology framework and expected outcomes.
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Figure 4.1 Methodology Frameworks
Process of Study

Expected Outcome of each stage
Major factors expected to a ffect
competition in Thai mobile phone
m arket.

Secondary Data
Historical and
Documentary Data

•

.

WTO Agreemen t o n Basic
Telecommu n ications

•
•

Telecommunication
Development Maste r Pla n

•

Other sources of
Data Analysis of documents

•

In-dept h interview
First round of interviews ~
Regulato rs
TOT, CAT, PTO

Incumbents
AIS, DTAC, DPC

....

New Entrants
TA Orange, Thai Mobile, Hutchinson

Telecom Experts
MUTMC, TORI, CUIPI

Manufacturers & Distributors
Nokia, Motor ola, Ericsson, AWM,
Siemens, M LINK, SAMART, IEC

Analysis
~,

New Telecommunication
Bu s iness Act
New independent regulatory
body
Telecommu nication
Concession Convers ion
Priva tization of the state
owned enterprises
Others (changed technology ,
etc)

• Factors influencing operators to
compete in mobile ph one market
(fair competition)
• Whether the expected factors
from (1) really affect the
competition.
• Key success factors for m obile
phone operators
• Network Coverage and Qu a lity
• Innovative on Marketing
Approach
• Strong Financial Su pport
• Marketing strategies
• Overall Service Standard
• Others
• Comments of people in the
telecommunication sector on
liberalization in Thailand.

Potential impacts of
Partial liberalization of
i.. . . ......................... . Thailand Telecom Industry on
THAI MOBILE 1900

I
Second round of
Interview

Conclusions &
Recommendations
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As can be seen from figure 4. 1, the researcher explains steps and
methodologies how to integrate the responses of the interviews.
Firstly, both types of data sources are used in this research,
documentary data and in-depth interview. The documentary data including
the WTO Agreement on Basic Telecommunications, the Telecommunications
Development Master Plan, and other sources of data are the respective
companies and telecom experts. But however, the documentary data, while
offering excellent details, facts and analysis on the liberalization process in
Thailand, cannot be used to accurately predict the future trends. In order to
get the useful information, the academic studies, good articles from the
business press and also Internet were collected.

The data from the

documentary analysis is used to set up the theoretical framework and
provide background on what factors affect the competitive opportunity of the
mobile phone services before and after liberalization.
However, considering historical trends as a determinant for future
predictions of the effects of the liberalization can be misleading. A good
researcher should collect empirical data and analysis to verify that the
theoretical predictions are correct43. As a result, for this research, several
interviews with regulators, operators, distributors, manufacturers and
telecom experts were set up to gather the comments from leaders in the
industry about the future trends for the industry and to predict the potential
impacts of liberalization.

Krairit, Donyaprueth (2001). Liberalizing Development: Effects of Telecommunication
Liberalization in Thailand and the Philippines. Ph.D. dissertation, Department of Technology,
Management and Policy, Massachusetts Institute of Technology, 44
43
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Secondary, the interviews in this research are the so-called "focused"

interviews. The focused interview is an interview in which a respondent is
interviewed for a short period of time. The interviews are open-ended and
assume a conversational manner. The interviewer used a base list of
questions {see Appendix C) and made modifications to it, depending on the
type of respondent interviewed.
The telecom industry experts were interviewed for information
regarding the liberalization and privatization process as well as their
experiences about effects of liberalization on businesses and economy. The
interviews were conducted with Regulators, Incumbents, New Entrants,
Distributors, Equipment Manufacturers, and Telecom Experts in mobile
phone industry. These experts provided the important information and
comments about the current economic, political situations, liberalization
and

privatization,

and

perceived

impacts

on

telecommunication

liberalization in Thailand. The data from the interviews was gathered to help
this researcher make realistic predictions as to where liberalization will lead
the country in the future.
Thirdly, after conducting the interviews, the researcher was even

more convinced that choosing the case study instead of a survey was the
right decision. Setting out the researcher had some understanding of the
relevant linkages driving the development of the industry based on theory
and secondary data, but if the researcher h ad designed a questionnaire on
that knowledge, the researcher would have missed a number of important
issues. Also the researcher would have faced the danger of not being able to
interpret the respondents' answer, while during the interviews the
researcher h ad an opportunity to ask for clarifications at one. The interviews
also helped to clarify some of the secondary data.
After collecting data from both sources, documentary data and
interviews

were

analyzed

for

providing
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the

potential

impacts

of

telecommunication liberalization on the competitive opportunity of new
entrant before and after liberalization.

Fourthly, after the analysis is done, another round of interviews was
also conducted to ensure the accuracy of the analysis and to pose additional
questions that arose during the analysis. In order to ensure the veracity of
the researcher's personal interpretation of the facts and comments given, a
second interview was held with each respondent. The aim with a second
interview session was dual: on the other hand it enabled to check for the
interpretation resulting from the first interview; on the other hand it allowed
for further refining comments as well as feedback for the respondents.
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CHAPTER 5
PRESENTATION OF DATA AND
CRITICAL DISCUSSION OF RESULTS

This chapter will present the analysis results of potential impact of
the liberalization of Thai telecommunication industry especially the analysis
of THAI MOBILE case study, new GSM 1900 MHz Mobile Phone. However,
before the analysis results are presented, the profiles of the case will be
updated in topic number 5.1. The research has been conducted by the
means of primary data collection method accounting 20 in depth interviews.
The researcher was able to get responses from all 20-targeted
respondents who are involved in telecommunications industry particularly
in mobile phone market. The researcher will analyze and evaluate
hypothesis based on Thailand's commitments under the WTO Agreement on
Basic Telecommunications, the Telecommunication Development Master
Plan and Thailand Telecommunication Industry Competition, as show in
topic number 5.2. The results are divided into two-analysis section, from the
documentary analysis in topic number 5.3 and in-depth interviews analysis
in topic number 5.4.
5.1

*

THAILAND TELECOMMUNICATIONS LIBERALIZATION UPDATE

Being a member of the WTO, Thailand has a commitment to liberalize
its telecom industry to allow other WTO-member states to run telecom
infrastructure businesses in Thailand. The result of this has caused changes
in the structure of the telecom industry of Thailand, which at present is
monopolized by the TOT, the CAT and the PTO.
In the past, the government opened up the telecom business to the
private sector, allowing entrepreneurs to participate in providing services by
granting them concessions, the contracts of which -- for mobile phone and
fixed-line operations -- have been characterized as Build-Transfer-Operate
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or BTO systems. Private concessionaires are responsible for the construction
of their telecom network concession and transfer that network's assets to
the controlling state enterprises. In return, private concessionaires are
granted the right to use these networks to provide the public with services,
and share revenue returns from their operations with the relevant state
enterprises.
Thailand is currently working through the initial phase of the
preparatory plan that will eventually lead to complete liberalization in 2006.
The liberalization of the telecommunications sector aimed to accelerate the
development of the country's telecommunications infrastructure through
increased private sector participation. As part of the master plan for
Thailand's telecommunications development, the new system will spur
competition in the domestic industry, preparing local service providers for
liberalization four years down the line.

Thailand must ready itself for

telecom liberalization in four key areas as follows.
Table 5.1

-

Key Areas and Current Situation of Telecommunication
Liberalization in Thailand
Key Areas

Current Situation

Telecommunications Act,
B.E. 2544

7~'~

Privatization of the State
Owned Enterprises

·:·

Enacted and effective on November 17,
2001

•!• Amendments

should be
Parliament for approval

·:·

sent

to

TOT beca me a limited company by
August 1, 2002 and list on the SET in
2003

•!• CAT planed to privatize in 2003

Establishment of the
independent regulatory body

•!• Waiting for Supreme Administrative
Court Decision

Telecommunications
Concession Conversion

•!• Two parties negotiating

Source: Ministry of Transport and Communication (MOTC) , 2002

107

From table 5.1, the researcher expected only two to materialize by
year-end 2002: The privatization of the TOT and passage of telecom law
amendments. These developments should not change the current market
structure. The main problem is that all parties involved are passing the
buck without making any decision. Each issue tends to come around to its
starting point. Going forward, the new timeframe is becoming less credible
in the public eye. While the certainty of delays has been increasing,
concerns over liberalization should be reduced to some extent. However,
four key areas of telecom liberalization are updated as details following.

5.1.1 The Telecommunications Act, B.E. 2544 (2001)
The Telecommunications Act was enacted and put into effect on
November 17, 2001. This Act defines the ownership of the foreign investor to
the telecommunication business. It also defines types of telecommunication
services, network interconnection, right of the way, tariff regulations,
universal service obligation etc. The Telecommunication Business Act will be
implemented by the NTC. But, as the establishment of the NTC is not yet
complete, no agency is responsible for telecom business, as currently
stipulated by the law. Consequently, private sector providers have had to
run their businesses under existing concession contracts.

5.1.2 The Privatization of two State Owned Enterprises
The privatization of TOT and CAT has been initiated to increase
flexibility in their operations and their competitiveness against domestic and
foreign telecom operators. Under the plan to privatize state agencies, the
government has the policy to accelerate and stipulate a plan for the
privatization of the TOT and the CAT to be completed by 2002. On August 1,
2002 TOT registered as TOT Corporation Public Company Limited and was
currently in a major transition from a state enterprise taking control of the
national telecom sector into a telecom player that had to compete with other
private operators in the market set to be liberalized in 2006. The CAT is also
set to follow the suit in 2003.
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5.1.3 Establishment of the Independent Regulatory Body
The NTC is to be established to manage the frequency spectrums of
radio broadcasting, television and telecommunications. The NTC will
assume the regulatory role of the TOT and CAT in issuing licenses, and in
put into effect the Telecommunications Act. The NTC is envisioned as having
considerable power, and political tussling over the suitability of its proposed
members has dogged the selection process; allegations of vested interests
abound . The members will have six-year terms and will be very difficult to
remove, hence the difficulty in finding the right people.

5.1.4 The Conversion of Telecommunications Concession Contracts
After being stagnant for a big while with several public hearing in
February 2002, the TOT board of directors has passed the resolution on
June 6, 2002 to talk directly with each separate concessionaire, which was
inline with the government encouragement to both TOT and CAT. The
reason was cited, as there was contrast recommendation by both TDRI and
CUIPI. After the talk, the TOT and CAT will submit the outcome of their
discussions to the ad hoc committee chaired by Deputy Prime Minister
tasked with overseeing the joint operation agreement conversion. If agree,
the ad hoc committee will submit the proposal to the cabinet for approval.
The final outcome will have to wait for the to be established NTC to make
decision44.
The researcher viewed that the conversion of concession contracts
between the relevant parties (either TOT, or CAT, and their private sector
concessionaires) on a voluntary basis is being carried out in order to prepare
for an effective, open, and competitive market once the state monopoly is
terminated in compliance with the Telecommunications Act, B.E. 2544.
However, clear resolution on the conversion has not yet b een reached.

44 TelecomASIA.

(2003). Corporate Information: Thai Telecom .. Retrieved March 6, 2003

http: / / WW\"l . telecomasia. co. th/ investors. asp ?cat=corporate
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5.2

HYPOTHESIS
From chapter 1 to chapter 4, the researcher has provided important

information to point out that Thailand Telecommunication Industry will be
affected from the liberalization. The researcher will analyze and evaluate
hypothesis based on Thailand's commitments under the WTO Agreement on
Basic Telecommunications, the Telecommunication Development Master
Plan and Thailand Telecommunication Industry Competition.
The researcher believes that telecom liberalization will effect on the
Thai Government, Private operators (incumbents and new entrants), and
Consumers. In the chapter 3 , the researcher presents the expected outcome
of potentia l impacts of telecommunication liberalization in Thailand.
Therefore, this chapter will present analytical results from the documentary
and in-depth interview analysis as hypothesized below.
Hypothesis 1: The global trend towards competitive market liberalization
represented in the WTO Basic Telecommunications Agreement is the
rationale for the Thai decision to open its telecommunications m arket and
improve telecommunications sector performance in Thailand.
Hypothesis 2: Under the Telecommunication Development Master Plan, the
four key initiatives which are the laws relating to telecommunications, the
privatization of the TOT and CAT, the establishment of the NTC, and the
telecommunications concession conversion will create a fair environment for
incumbent and new entrants in mobile phone market.
Hypothesis 3: Telecommunication Liberalization will have positive impacts
to a new entrant and will bring certainly benefit to consumers.
Hypothesis 4: Whether in fact Thailand needs more operators and whether
the new entrants, THAI MOBILE will be able to survive in a fiercecompetition market after the liberalization of the telecom market.
Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a key
selling point.
110

However, once again, this research refers only to the opening of the
telecom market to new entrants and focuses on competitive opportunity of
THAI MOBILE. The objective of the analysis is to determine mainly whether
the telecom liberalization efforts are a major factor contributing to new
entrants implement their marketing strategies more carefully to increase or
maintain their market shares.
5.3

DOCUMENTARY ANALYSIS
This section presents analytical results from the documentary

analysis of Thai telecommunications industry in mobile phone market. The
results of the analysis are presented a s above hypothesis which are related
to the Thai Government's policy and regulation, new private operators who
enter to compete in the mobile phone market, Consumers' benefits after
liberalized, and investment and technology from foreigners in Thailand.
Table 5.2

Maj or Issues and Key areas to be Analyzed the Effects of
Telecommunication Liberalization in Thailand

Major Issues

Key areas

1. WTO Agreement on Basic
Telecommunications

Three priority regulatory areas: ·:· Independent regulator
·:· Competitive safeguards
•!• Commitment to market openness
·2. Telecommunication
Four key areas: Development Master Plan
·:· Telecommunications Act, B.E. 2544
•!• Privatization of the State Owned
Enterprises
·:· Establishment of the independent
regulatory body
·:· Telecommunications Concession
Conversion
Five forces of industry competition: 3. Telecommunication
Industry Competition
·:· Threats of new entrants
·:· Substitute products or services
•!• Bargaining power of buyers
·:· Bargaining power of suppliers
·:· Rivalry among the competitors
~
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From Table 5.2 shows a scope of documentary analysis. Also, at the
end of analysis, effects of telecommunication liberalization will be based on
the WTO Agreement on Basic Telecommunications, the Telecommunication
Development Master Plan, and Thailand Telecommunication Industry
Competition so that readers will be able to clear understand the effects of
telecommunication liberalization (See Figure 3.1 and figure 4.1 also).

5.3.1 Analysis on Priority regulatory areas under the WTO Agreement
on Basic Telecommunications
The

global

trend

towards

competitive

market

liberalization

represented in the WTO Basic Telecommunications Agreement has brought
important

new

opportunities

to

improve

telecommunications

sector

performance in Thailand. It has also brought significant challenges for
Thailand economy to implement the commitments the Thai Government has
made under the WTO Basic Telecom Agreement. The researcher has
gathered updated information and conducted an analysis of process towards
implementing the WTO Basic Telecom Agreement of Thailand. The research
focused on three priority regulatory areas-the independent regulator,
competitive safeguards and commitment to market openness.
However, the analysis on three priority regulatory areas on the WTO
Agreement on Basic Telecommunications will be analyzed and presented
results from only the documentary analysis due to there are no responses
clearly from respondents who are involved in the telecommunications
industry.

5.3.1.1

Independent Regulators
From paragraph 5 of the Reference Paper, when broadly analyzing

at the Independent Regulators, the researcher found that a fundamental
requirement for competitive markets is the need to establish and maintain a
separate and capable regulatory authority to act as an impartial referee. An
impartial

and

independent

regulator
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needs

to

be

established

or

strengthened. However, the Reference Paper does not define specific
requirements of an independent regulator,

therefore the researcher

suggested requirements for regulatory authorities in Thailand include the
following:
•!•

The regulator must have the authority and jurisdiction to carry out
its

regulatory

and

enforcement

function

effectively

and

unambiguously. It must have the jurisdiction to review and, if
necessary,

prescribe

the

rates,

terms

and

conditions

for

interconnection with major suppliers. It must also have the power
to investigate the actions of all providers of telecommunications
services, and to impose sanctions for rule violations, including
monetary penalties or other measures, such as revocation of
licenses. The regulator must have the authority to resolve disputes
between carriers promptly.
•!•

The regulator must be an institution that is not accountable to any
public network operator or to any authorities that exercise direct
or indirect control over any public network operator. It should be
promoted from direct political influence from industry.

•!•

The regulator must be adequately funded from reliable and
predictable sources. It must have the ability to hire qualified
personnel. The regulator and staff must not be permitted to hold
any financial interests in the market participants whom they
regulate.

•!•

All laws and regulations must be public and the policy-making
process

must

be

transparent

and

non-discriminatory.

All

interested parties must be given a fair and equal opportunity to
participate in all phases of the regulation of telecommunications
services, including the development of rules and policies governing
licensing,
regulations

rate

regulation

relating

to

and

basic
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enforcement.

All

telecommunications

laws
must

and
be

published. Timely notice of all proposed regulatory actions must
be given to permit interested members of the public to participate
in the regulatory process. All interested members of the public
should have access to the public record upon which decision are
made.
•!•

The regulator should clearly article the legal and factual for its
decisions; make its reasoning and conclusion public. Decision of
the regulator must be subject to judicial review to ensure that
regulatory authorities act accountably.
At present, Thailand is at various stages in its progress towards

implementing the WTO Reference Paper with regard to establishing an
independent regulator. The following issues were raised regarding progress
towards implementation of commitments to the WTO Basic Telecom
Agreement and Reference Paper in relation to the independent regulator:
•!•

An impartial and independent regulator still need to be established
or strengthened in Thailand

•!•

Incumbent operators continue to exert undue influence over policy
in some cases.

•!•

Improved transparency m the regulatory process 1s required m
most jurisdictions.

•!•

Greater separation of regulator from operator is needed in cases
where there is continued government ownership of the incumbent
operator and the regulator is a government agency.

•!•

The

capabilities of courts

and

legal systems need to

be

strengthened for dispute settlement in some jurisdictions.
•!•

Enhancement of the competitive regulatory framework

and

enforcement of regulation is needed to ensure that fair competition
is maintained.
•!•

Improvements in the responsiveness of regulatory authorities and
timeliness of decisions are necessary.
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Table 5.3 Status and Responsibilities of Regulatory Authorities and
Provision to Ensure Independence of the Telecommunication
Regulator in Thailand

Issues
Regulatory Authority and
Responsibilities of Regulatory
Authority

Status and Responsibilities
Three State-Owned Enterprises (SOEs)
•!• Telephone Organization of Thailand (TOT)
-for telecommunications services in
Thailand and neighboring countries
•!• Communications Authority of Thailand
(CAT)- for International
telecommunications services
•!• Post and Telegraph Department (PTD) -for
overseas frequency management and
allocation

To whom does the regulatory
authority report?

Cabinet and Parliament

How is the regulatory
authority financed?

License Fees

Provision to ensure
Independence from all
suppliers of basic telecom
services and political influence

The power and function of the NTC are
specified in the Telecom Act; qualification
and selection of members of the NTC board
will ensure independence of the authority.

-

~

The Table 5.3 provides results from documentary analysis for
regulators on aspects of the independence of regulatory body and regulatory
process in Thailand. The researcher indicated that establishing a stable,
sufficient and autonomous revenue base is an important consideration to
ensure an independent and capable regulatory authority. The table 5.3 also
shows that Thailand regulatory authority derives revenue from operator
license fees.

115

St. Gabriefs Library, Au

5.3.1.2

Competitive safeguards
From paragraph 1 of the Reference Paper, Competitive safeguards

are required to prevent major suppliers from exploiting their control of
essential facilities or their position in the market to engage in anticompetitive practices. The analysis and results regarding implementation of
competitive safeguards specified in the WTO Reference paper raised the
following issues and concerns:
•!•

Competitive

safeguards

to

prevent

anti-competitive

cross-

subsidization by major suppliers need to be established and
implemented in Thailand.
•!•

Structural or accounting separation should be required of major
suppliers in most cases.

•!•

Enforcement mechanisms for competitive safeguards should also
be s trengthened in Thailand.

•!•

Provision of technical and commercial information from the
incumbent is often neither timely n or sufficient, and may at times
be incorrect.

•!•

Mechanisms

for

information

gathering

and

validation

of

information provided by major suppliers should be enhanced.
•!•

Reporting requirements for operators need to be improved.

•!•

Mechanisms to ensure transparency of regulatory processes need
to be established or enhanced.
There are no clear responses from respondents who are involved in

the Thai telecommunications industry.

116

5.3.1.3

Commitment to market openness
The commitments to market access and national treatm ent under

the WTO Basic Telecom Agreement should be implemented according to
GATS rules. Consideration should be given to the following issues:
•:•

Efforts to reduce the limitations to market access in Thailand
should be encouraged.

•:•

Measures to accelerate local loop competition should be initiated
in Thailand.

•!•

Local access and interconnection charges are considered to be too
high in some cases.

•!•

The relaxation

of foreign ownership

limitations and other

r estriction s to market access would enhance competition and
investment in Thailand.
In Thailand, there are no clear responses from respondents who
are involved in the Thai telecommunications industry.

5.3.2 Analysis on the key areas of liberalization under the Master Plan
for Telecommunications Development
The t elecommunications business in Thailand is in the preparation
stage for liberalization. Under the commitment with WTO, the foreign
telecommunications firms will be allowed to en ter the local market to join
free competition by 2006. In order to prepare the local operators to be ready
for the global competition, the Telecommunications Development Master
Plan offers t he local liberalization as an initial stage. Under the Master Plan,
prior to liberalization of t his telecom sector, there are four key areas
required to make sector reformed as followed.
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5.3.2.1

The Telecommunications Act, B.E. 2544 (2001)
The Telecommunications Act was enacted and put into effect on

November 17, 2001. Almost a year after it passed the Telecom Business
Law, the researcher expected that Parliament will pass amendments to the
widely criticized articles 8 and 57 in the August-November 2002 session.
But the researcher does not foresee any significant progress.
Local industry operators were highly critical of Article 8, a
Senate-inspired provision that limits foreign shareholdings in local operators
at 25%. Most major telecom concerns' foreign shareholdings already exceed
the limit, with the notable exception of cellular market leader Advanced Info
Service, founded by Prime Minister Thaksin Shinawatra.

Table 5.4

Two articles amendments in the Telecommunication Act

Article No.

Before Amendment

After Amendment

Article 8

Limits foreign ownership in
Thai telecom firms to less
25%

Raises foreign holding in
telecom firms from 25% to
no more than 49%

Article 57

Prohibits
operators
from Allows operators to collect
collecting "Prepayment" fees service fees in a dvance (as
from consumers
currently practiced)

Source: Ministry of Transportation and Communication (MOTC), 2002
However, the researcher believes these clauses (capping foreign
ownership and barring advance fee collections) are no longer the key issue.
The market is now focusing on the effectiveness of law enforcement. As
stated in the law, the NTC is the only regulatory body that can enforce the
telecom law. As long as there is no NTC, the law means nothing. Existing
operators have raised several issues but the law cannot be cited to back
their arguments. For example, TAC is still negotiating with the TOT to
reduce its access charge, saying the law calls for equal treatment of all
operators.
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5.3.2.2

Privatization of two State-Owned Enterprises
The privatization of TOT and CAT has been initiated to increase

flexibility in their operations and their competitiveness against domestic and
foreign telecom operators. From Table 5.5 Still, the process of privatization
has not yet been fully implemented due to disputes on several key regulatory
issues and lack of clarity in aspects of the conversion of concessions.

Table 5.5

Trends of privatization in Thailand incumbent Telecom carriers

Carrier
Trend of Privatization

TOT & CAT
Done

Separation of regulative and business organizations

~

Planned

Separation of telecom and postal business organizations

Planned

Separation of regulative and policy making bodies

Deregulation for connection of customer premises equipment

Done

Public Corporatization

Done

Equitization

Planned

Initial public offering

~

Selling of majority stocks

Planned
Not yet

"
Source: TOT and CAT, 2002

al.

Turning the TOT into a limited company is the only development
in privatization that the researcher can expect. The researcher still sees
some difficulties listing the TOT in the SET afterward. The TOT is optimistic
that it could proceed with listing without concession conversion. However,
everyone agrees that the current concession revenue-sharing agreements
must be changed to a different arrangement in order to support the
liberalization idea. Without a clear framework for concession conversion,
uncertainty surrounds the TOT's valuation, to which the market will likely
apply a large discount. This is hardly in line with the government's goal of
raising funds through state enterprise privatization.
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Table 5.6

The latest listing schedule of the TOT and the CAT

Public hearingPrivatization
Registered as a
limited company
Road Show
List on the SET

TOT

CAT

February-March 2002

August-September 2002

August 1, 2002

December 2002

September-October 2002

Ql in 2003

Ql in 2003

Ql in 2003

Source: The TOT and CAT, 2002
From the table 5.6 showed the latest listing schedule of the TOT
and the CAT. Under the plan to privatize state agencies, the government has
the policy to accelerate and stipulate a plan for the privatization of the TOT
and the CAT to be completed by 2002. Although the TOT has privatized and
registered as a limited company on August 1, 2002 but the Thai Government
is grappling with the critical issue of whether or not to delay the IPO of TOT
Corporation Public Company Limited. The said schedule may have to be
postponed again with the proposed time frame to be after the establishment
of the NTC due to several disputed aspects of regulations and overseeing the
concession conversion under the TOT.

Figure 5 . 1

°' ~~'1)

Organization after privatization

Source: Ministry of Transportation and Communication (MOTC), 2002
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From the figure 5.1 showed that two State-Owned Enterprises, the
TOT will be privatized as a public corporation. The CAT will be split into two
companies, with one responsible for postal service and the other for
telecommunication service.

5.3.2.3

Establishment of the Independent Regulatory Body (The NTC)
Under the Master Plan, the NTC is to be established to regulate

and oversee the country's telecommunications business replacing the TOT
and CAT. After the establishment of the NTC, the TOT and CAT must
expedite improvements in the efficiency of their service and for flexibility in
their administration and services, while maintaining competitiveness with
respect to other private operators. To achieve these objectives, funds are to
be mobilized through public share offerings by the government, which are
hoped to provide the TOT and CAT with sufficient funds for expansion
and/ or improvements in their businesses.

Table 5.7

-

Structure of Telecommunication Industry before and after
liberalization

TOT and, CAT
Concessionaries

Source: The TOT
From the table 5. 7, the Thai Government has had a policy to permit
new telecom operators to enter the market freely under the supervision of
the National Telecommunications Commission (NTC), which will be
established in due course. This stream of change has prompted the
government to allow the opportunity for private telecom partners to change
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their concession agreements with state agencies, particularly TOT and CAT.
This is because the government sees the role of the state agencies - after
liberalization - as necessarily becoming a service provider, rather than a
regulator, as at present. The liberalization will also facilitate the operations
of private telecom operators, because business changes desired by any
provider can largely be done for business reasons, without need of recourse
to state agencies for approval, beforehand, thus streamlining their
operations, and making possible greater competitiveness and responsiveness
to market conditions.
Though many expect the NTC to materialize, nobody is confident
of the timing. The researcher believes that the Senate will not choose the
NTC unless there is a change in the candidates list or even a change in the
selection committee (see figure 5.2). The Senate has delayed a decision since
the beginning of 2001. The researcher assumes that the Supreme
Administrative Court is likely to rule by year-end that the selection process
was unfair and against the law. Then, two scenarios are expected:
1) The Ministry of Transport and Communications has to select a
new selection committee; or
2) The selection committee has to find new candidates.
Figure 5.2

Selection Process of the NTC

Source: Ministry of Transportation and Communication (MOTC), 2002
Whatever happens, it will take at least 3-6 months before the
researcher sees a new candidates list.
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5.3.2.4

The Conversion of Telecommunication Concession Contracts
For

more

than

three

years

the

government

has

tried

unsuccessfully to draft a framework for concession conversion. From the
table 5.8 when comparison between the TORI and the CUIPI, the TDRI's
framework is impossible in practice while the public and academics oppose
the alternative proposed by the Chulalongkorn University Intellectual
Property Institute (CUIPI). The government has now proposed individual sets
of two-party negotiations. Such talks could make it easier to reach
agreements but could produce a very wide range of results. The public may
well question the transparency of such a process. The TOT has begun talks
with TA but no details have been released.
Table 5.8

The Guideline Comparison between TDRI and CUIPI
CUIPI

TDRI

p

1

No Monopoly

No Monopoly

2

Level Playing Field

Level Playing Field

3

No cross-holding or
sharing

4

Concession conversion will not Concessionaires pay revenue
cause gains or losses to shares from now to any time fixed
concessionaires
based
on under a new agreement but not
existing contracts
beyond 2006
State enterprise could receive Concessionaires can buy or lease
compensation from or pay network from state enterprises
compensation to concessionaires based on "revalued price" (book
value adjusted to market value)
Voluntary agreement by both Voluntary agreement by both
sides
sides

5

6
7

8

revenue No cross-holding
sharing

-

or

revenue

Concessionaires are guaranteed Concession agreement can be
licenses
if
they
convert amended by both sides
concessions
If no concession conversion, Without concession conversion,
government has to find a the market will be monopolized.
solution to avoid monopoly.

Source: TDRI and CUIPI
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Table 5.9

The difference between TDRI and CUIPI
TDRI

CUIPI

Revenue Sharing

Find

Calculation

between

the

sharing

under

the

difference

Now to 2006

revenue
two

assumptions: liberalize or
maintain status quo from
now to end of concession
Compensation

Installation payment but Payment per year to 2006

Payment

not

representing

more or a one-time payment

than 4 years, with at least
50% of total compensation
to be paid in first two
years
License Fee

'

Q..

Concession owner will be
responsible for all license
fees once NTC is
established

Interconnection

Concessionaires

Fee

have to pay

do

After 2006, concessionaires
have to pay license fees to
NTC

not Concessionaires

have

to

pay rental fee to concession
owner

Asset buy back

Concessionaires

Not allowed

assets

can

buy

back at "revalued

price"
Source: TDRI and CUIPI

According to the Chulalongkorn University Intellectual Property
Institute (CUIPI), the researcher will focus on this CUIPI's framework and
analyses the two major guidelines as follows.
•:•

The first guideline requires payment of revenue shares by private
operators to the state and compensation only until the formation
of the NTC or until 2006.

•!•

The second requires private operators either to buy back or lease
the networks in which they had invested in under their buildtransfer-operate concessions.
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Thai telecom firms will benefit more from the plan from the earlier
proposal by the TORI. The CUIPI suggested that telecom firms pay
compensation to the state authorities based on the time between the
contract revision date and the full liberalization year in 2006. At the same
time, they can automatically become licensed operators without having to
pay a separate fee for the license as earlier discussed. Telecom companies
will end up paying less than the TDRI's suggestion, which based
compensation on the end of concession. Moreover, telecom firms will have
the opportunity to buy back their telephone network at its book value or
rent the network from the TOT on the day the concession is converted.
Companies can elect to pay in a lump-sum amount or in installments. This
is much clearer than earlier where there was no mention of buying back or
rental possibilities.
However, There are three possible scenarios for concession
conversion: a) before NTC setup, b) after NTC setup and c) no concession
conversion. Three scenarios will be analysed as follows:

Figure 5.3

Scenarios for concession conversion, before the NTC setup

*
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Concession conversion before NTC setup
This scenario is becoming increasingly unlikely given opposition
from academic groups , senators and private operators. Private operators
want to have a clear indication of the NTC's licensing fee structure and this
wouldn't be achieved unless the government pre-selects the NTC candidates
on the basis of their views on concession conversion and licensing fee
structure.

Figure 5.4

Scenarios for concession conversion, after the NTC setup

Concession conversion after NTC setup
This high stakes game makes the selection of the NTC directors
even more important. However, increasing scrutiny of each NTC candidate
will effectively further delay the selection process. Private operators have
been negotiating concession conversion for the last 4-5 years. It would be
only prudent to wait another six months to see if there is a clarification of
the licensing terms .
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Figure 5.5

Scenarios for no concession conversion

No concession conversion
As long as there is a potential for high licensing fees or high
compensation for concession conversion, we won't discount the possibility
that no concessions will be converted. Anyway, the fixed-line operators will
still need to have their revenue sharing lowered to compensate for the
reduction in tariff rates, as stipulated in their concession agreements.
However, in the matter of the proposed changes to telecom
concessions between the government and the private sector, the researcher
views that the proposed changes will help increase competition in the service
market, both among the existing operators and with newcomers. This will
not only help reduce service fees, but also will trigger technological
development to serve rising usage, more efficiently. However, questions
remain as to how to change the concession agreements equally and fairly for
all parties -- the government, private firms and users. The following are
some recommendations on key areas of liberalization from the researcher's
perspective.
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•!•

The new National Telecommunications Commission (NTC) should
be set up as soonest as possible. As a regulator in the telecom
industry, its area of responsibility would have some impact on
market competition and forecast revenues.

•!•

The

needs

for

conversion

of each

build-transfer-operate

concession are worth reviewing. If operators do not need to
change the terms of their concessions, existing concessions would
still be valid until the end of their contractual term. Should any
conflict arise, in event of revenue sharing with TOT and CAT -both being public entities scheduled for privatization in the near
future -- some changes in their revenue sharing agreements could
be made to pay revenue directly to the government.
•!•

In the calculation of net compensation, should private telecom
operators pay revenue to the government based on forecast
revenues for the remainder of their concessions - this method
would force them pay a lump sum of money -- some agreements
between both parties might be reached. In that, both parties
might come up with a new method of forecast revenues, based on
theorems acceptable to both parties. Minimum forecast revenues
under which private operators could run their business could be
used to calculate revenue to be paid to the government, on the
condition that if private operators achieve higher revenues than
forecast, they could incrementally pay profit-sharing back to the
government. On the other hand, should private operators have
lower revenues than forecast, the government should pay a
differential back to private operators, in order to allow them a
profit to thus pay revenue to the government and run their
business smoothly.

•!•

In case of compensation payments, private operators might pay in
cash, or could pay in installments with a flexible installment
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plan, based on their ability to generate revenue, and the type of
service provider they are, on a case-by-case basis.
•:•

Should private operators have to buy back the networks, some
proper, accountable and transparent asset valuation, with special
regard to depreciation, should be in order, as this might have
some effect on the values of their assets.

5.3.3 Analysis on Thailand Telecommunication Industry Competition
by Five Force Model
To evaluate the mobile services industrial structural a ttractiveness in
Thailand, it is critical to estimate the five forces of competition. According to
Porter (1985), five forces of competition determine an industry's structural
attractiveness:
•:•

The barriers to entry for n ew competitors,

•!•

The threat of substitute products or services,

•!•

The bargaining power of buyers,

•!•

The bargaining power of suppliers, and

•!•

The intensity of rivalry among existing competitors.

Besides the five forces, the sixth forces, Thailand government, would
be

also

considered

in

the

market

analysis.

Because Thailand's

telecommunication market has not to yet be considered as a fully free
market, the Thai government plays an important role in developing and
regulating the mobile services market . Therefore, it is critical to analyze its
attitudes and policies that influence the mobile services market.
Based on current market development, the market analysis model
would help foreign and domestic investors understand the mobile services
structure in depth. By analyzing the six forces, it would provide a guideline
for the foreign and domestic investors in dealing with t heir customers,
suppliers, substitute products and services, and new entrants. This analysis
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would also help to create their competitive strategies when they invest in
Thai mobile services market.

Figure 5.6

Market Structure Analysis on Thailand Telecommunication
Industry Competition by Five Force Model

5.3.3.1

The barriers to entry for new competitors
From the Figure 5.6, the barriers to entry for new entrants would

remain high in the mobile services market even after Thailand opens its
market to global players. The high entry barriers would result from the
following characteristics of the telecommunication industry.
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First, telecommunication industry needs high technology and capital
intensity. The industry nature would narrow down the new entrants to the
investors who are in telecommunications industry or who have abundant
capital to stay competitive in the mobile services market.
Second, the official regulator, the TOT, CAT, and PTD, would only
issue a few licenses in the mobile services market. Only the operators who
tender the licenses have the right to provide mobile services for the end
users. Therefore, those without permitted licenses can't just open the door
and do their own business.
Third, the limited radio spectrum within the country could only be
assigned to the licensees. For the national security consideration, many
governments would keep some spectrum for the military use and only
allocate some spectrum for business use.
In other words, unlike mobile services market, some other industries
can create and provide unlimited amount of services or products to their
customers. Mobile services operators can only assign limited radio spectrum
to their customers because the spectrum is the core resource for the
operators. Once the user base exceeds the spectrum, the quality of services
would decrease. In brief, the barriers of new entrants would remain high in
Thailand. That would be beneficial to the existing operators in mobile
services market because of the lack of fully free competition.

5.3.3.2

The intensity of rivalry among existing competitors
From Figure 5.6, we can see that the intensity of rivalry among

existing competitors in Thailand's cellular services market is high because
there are six mobile phone operators from both private and state-owned
mobile phone operators, the TOT and the CAT. However, the TOT and the
CAT has tried to catch up gradually in the mobile phone services market,
The TOT and the CAT still dominated less than 0.05 percent market share
by the end of 2002. In other words, the TOT and the CAT occupies least of
the mobile phone services market.
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Both private and state-owned mobile phone operators, there are
difference between in terms of network capability and services. The stateowned enterprises have better network capacity and coverage than private
operators. This is an advantage of state-owned enterprises. The state-owned
can provide services to larger user base and in wider area. However, The
TOT provides better mobile services than the CAT. The TOT is going to roll
out its new generation cellular network and offers more advanced services.
Therefore, the rivalry of existing competitors in Thai mobile services market
will increase before liberalization.
The six mobile phone operators share the small Thai mobile phone
market would result in fierce-competition, poor services, and high costs.
Although Thai government has re-engineered this sector to improve its
domestic competitive practices, it is hard to compete with the experienced
global players who provide sound and satisfied customer services after this
market is open to foreign investors. In other words , this is an advantage for
the global telecommunication services providers to invest in Thailand
market.
5.3.3.3

The bargaining power of buyers
From Figure 5 .6 , we can see that the bargaining power of buyers

1s high because the six mobile phone operators in the market make the
consumers fill of choice. These six operators have occupied the whole mobile
services market and this would result in fill of real competition. If the
government would allow additional operators to provide services in the
mobile phone market, the bargaining power of buyers would increase too
high. In addition, the substitute product, fixed-line telephone, is not widely
available. The low fixed- line penetration would mal{e consumers to use
mobile phones when they really need this service. Therefore, the bargaining
power of buyers is high and would remain high in the long term.
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5.3.3.4

The bargaining power of suppliers
From Figure 5.6, we can see that the bargaining power of

suppliers is high but would be decreasing. In the beginning, Thai
government intended to improve its deficient domestic infrastructure by
importing foreign telecommunications technologies and equipments. This
intention has attracted many global telecommunications manufacturers to
export and lease their technologies to Thailand' market. Many companies
supply the mobile phone market and some vendors receive the largest part
of their overall revenues from the market in Thailand. In the meantime, Thai
government has not only waved its greetings to the foreign manufacturers
but also put a lot of efforts to foster its domestic manufacturers to produce
those

equipments.

The

increasing

domestic

production

of

telecommunications equipments would lessen the bargaining power of
suppliers. If the telecommunication equipments manufacturers enter the
services market, it would be an advantage for the manufacturers because
they can use their own equipments. The suppliers' bargaining power would
decrease in such situation.

5.3.3.5

The threat of substitute products or services
In Figure 5.6, we can see that the threat of substitute services is

low but slowly increasing. The substitute services of mobile phone services
would be fixed- line telephone, the Internet, voice over Internet Protocol
(VoIP) and wireless paging services. Although Thailand has endeavored to
develop its telecommunications infrastructure, the fixed-line , Internet, and
wireless paging penetrations are still low. If the cellular networks can be
installed more quickly, mobile services can replace the demand of telephone
access.
Compared to its substitute services, mobile phone services have
many advantages such as the ability to communicate anytime, anywhere.
When the new generation of mobile communications technology is mature
and been installed in Thailand, mobile communications would also allow
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data and graph transmission on the move. This anytime, anywhere
communications ability would be hard to be replaced by other substitute
services because communication is a basic need for human beings.
Consequently, pricing of mobile services would be the critical factor that
impacts this force.
5.3.3.6

The Thai government
To estimate the attractiveness of the mobile services market

structure, it is necessary to consider the potential influence of Thai
government. Because the Thai government would have both direct and
indirect impacts on the other five forces, this sixth force is the big circle
surrounding the other forces in Figure 5.6. The Thai government plays an
important role in developing the market and creating the regulations for the
telecommunications industry. There would be no real competition in the
market.
investors.

Transparency and political intervention are problems for foreign
The

intervention

replaces

the

"invisible

hand",

market

mechanism, and becomes a "visible hand" to regulate the market. Faced this
situation, a foreign investor needs the third party's backup. In others words,
this is also the competition among the powerful governments not just among
the companies.

*

In the end of this analysis, there are two limitations which should be
addressed. First, the telecommunication market development mainly applies
to the Greater Bangkok and some big cities. Since Thailand is a developing
country, its telecommunications development and economical growth do not
seem to be even nationwide. Second, the investment environment changes
rapidly because the telecommunications industry in Thailand is closely tied
to political forces domestically and internationally. There may be emerging
and unpredictable factors, which would influence the foreign investment.
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5.4

IN-DEPTH INTERVIEW DATA ANALYSIS
In addition to the documentary analysis, in depth interviews are also

conducted with respondents who are involved in telecommunications
industry especially in mobile phone market (see table 4.1 and also table 5.9).
However, due to strict confidentiality arrangements, the subjects' names,
titles , and organizations will be kept confidential. In-depth interview data
will be collected and analyzed as hypothesis (see page 92) .

Table 5.10 The respondents who are involved in telecommunications
industry

Regulators

3

Incumbent
Operators

AIS, DTAC, and DPC

3

New Entrants
operators

TA Orange, THAI MOBILE by
TOT, and CDMA by Hutchinson

3

Mobile Phone
Manufacturers

Nokia, Motorola, Ericsson, and
Siemens

4

Handset
Distributors

AWM, M Link, IEC and Samart

4

Telecom Experts

MUTMC, TDRI, and CUIPI

3

Total

20

The interview samples are people engaged in this industry for a long
time, which are in the position to provide the information required. For t he
TOT and CAT were interviewed be both regulators and new entrants in
mobile phone services.
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5.4.1 Rationales for the Thailand decision to open telecom market
As hypothesis 1 proposed that the global trend towards competitive
market liberalization represented in the WTO Basic Telecommunications
Agreement is the rationale for the Thailand decision to open its telecom
market and improve telecommunications sector performance in Thailand.
The researcher has interviewed with respondents who are involved in
telecom industry with interview questions in Appendix C and answers of the
interviewees, which are shown in Table 5.11.

Table 5.11 Rationales to the opening of Thai telecommunication market
Respondents
Regulators

TOT, CAT, and PTD

Answers of Rationales
•:• Being a member country of the WTO, Thailand has a
telecom liberalization commitment to allow other WTO
member countries to run business in Thailand.
•:• Rapid growth of technology

Incumbent Operators

•:• Pressure from liberalization of world telecom services.

AIS, DTAC, and DPC

•!•

IT Development should be available to Thais

•!• Effects from economic crisis in 1997 and IMF

WTO Members improve market-opening commitments.

New Entrants operators

•!•

TA Orange, THAI MOBILE,
Hutchinson CDMA

•!• Government's policy to liberalize Thai telecommunication
sectors as per the WTO norms.
•!• Thailand wants to increase investment and competition
in telecom market.

Mobile Phone
Manufacturers

Nokia, Motorola, Ericsson,
and Siemens

•!• Thailand conforms WTO telecommunication agreement
•!• Improve the quality of life of Thai people
•!• Growing Rapidly in Telecommunications market

•!•

Efficient mix of government policy initiatives and private
sector response.

•:• Increasing pace of new telecom introduction.

Handset Distributors

AWM, M Link, IEC and
Samart

•!• Thailand wants to have perfect competition in the
telecommunication industry

•:• Asia's economic crisis in 1997
•!• Globalization of the capital market in telecom industry,
which is common trend in most developing countries.

•!• Thai Government's Policy to improve the quality of life of
all people.

Telecom Experts

•:• Thailand has made liberalization commitment to the WTO

MUTMC, TORI, and CUIPI

•!• Rapid technological changes and globalization in telecom
industry
•!•

Increase competition among operators in order to better
services and lower prices to consumers.
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As shown in Table 5.11, in addition to the commitment made under
WTO telecommunication Agreement, the respondents believe that Thai
Government has major rationales for decision malting to

open its

telecommunications market. The interview data analysis from respondents
are explained as below:
•!•

Interview with the Regulators or State Owned Enterprises
Interviewees viewed that being a member of the WTO, Thailand has a

commitment to liberalize its telecom industry to allow other WTO-member
states to run telecom infrastructure businesses in Thailand. There are three
state-owned enterprises agreed with the telecom liberalization and viewed
that Liberalization is a good matter; the whole picture of telecom industry
will be competitive clearly. New technologies and innovation will come and
will being great benefits and new choices to consumers.
However, some state-owned enterprises disagreed with the telecom
liberalization. They think that Thailand is not ready yet to open its
telecommunications market because conditions are not ripe. The reasons for
this is that the nation's telecommunications services are not separate from
postal service, some service charges are still highly regulated, there is still a
gigantic gap in industrial development between its Greater Bangkok and
Provincial, laws and regulations for the industry are not yet in place and an
environment for fair competition has not yet taken shape.
•!•

Interview with Private operators (Incumbents and New Entrants)
Interviewees point out that Thailand is a member of the WTO;

therefore Thailand has a commitment to liberalize telecom industry to open
foreign operators to compete with domestic operators. Thai Government
needs to increase investment and market competition in order to develop the
country. In addition to the WTO agreement, Asia's economic crisis in 1997,
Thailand has big debts with IMF and Thai Government and Thais have to
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pay back to IMF, therefore Thailand made decision to open telecom market
to foreign investors.
All Interviewees m the group agreed with the liberalization but
however, they said Thai government must solve several problems that need
to be addressed urgently before liberalization especially establishment of the
NTC and existing concession conversion in order to ensure fair competition
and equal service distribution after the liberalization process will be
completed.
•!•

Interview with Mobile phone Manufacturers
The interviews indicate that Thailand must conform with the WTO

telecom agreement by opening telecom market due to the significant
changes in the technology, expansion of the capabilities of modern
telecommunications, and the convergence between the telecommunications.
In addition to technological evolution, the decisions of many governments to
liberalize and privatize what was traditionally a government-run sector have
resulted in increased competition. This has produced, for most customers,
more choice and lower prices for telecommunications services and for more
competition in order to improve the quality of life of people. Moreover,
Thailand's mobile communication industry is growing rapidly, largely due to
and efficient mix of government policy initiatives and private sector
response.
But however, some equipment manufacturers have in view different
effects that committing WTO will have on the telecom service industry and
the telecom equipment manufacturing industry. The telecom service
industry may suffer from exposure to international competition but the
impact of joining WTO on the telecom equipment industry will be much less
than on telecom service due to Thailand imported equipment from foreign
manufacturers (Chinese, Singapore, Malaysia etc.) and the world giants in
telecom equipment have already entered the Thai market.

138

•!•

Interview with Handset Distributors
After Asian financial crisis in 1997, Thai Government made the WTO

commitment to open telecom market for more competition and greater
variety of services in order to pay back IMF with investment from foreign
investors. In addition, Thai Government has a policy to improve the quality
of life of all people therefore the Government made decision to open up the
telecom market.
Moreover, the distributors indicate that it is global trend due to rapid
growth of mobile communications, globalization of the capital market in the
telecom industry, and increasing pace of new technology introduction, which
are common trend in most developing countries. But however, handset
distributors must now prepare to fight against smuggled handsets brought
into the country. Even though they will try to differentiate their handsets by
offering warranties and after sales services.

Interview with Telecom Experts
In addition to the WTO's requirements, Thailand must prepare its
domestic operators for international competition to fully liberalize the
industry by the year 2006. Interviewees looked back other factors driving
change in the Thai telecommunications industry over the next few years
which are the

1997 currency crisis that has depleted demand and

significantly weakened the financial strength of all the industry incumbents.
Moreover, rapid technological changes and globalization in telecom industry
to pressure Thai Government increases competition among operators in
order to better services and lower prices to consumers.
There are some telecom experts who do not agree with the
telecommunication liberalization due to the fact that they think that some
existing operators and some new entrants do not have strong alliances and
business experience in mobile business, they may not able to compete in the
fiercely competitive Thai mobile market.
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St Gabriefs Library, Au
5.4.2 Key initiatives under Telecommunication Development Master
Plan will create a fair environment
As hypothesis 2

proposed that under the Telecommunication

Development Master Plan, the key initiatives which are the laws relating to
telecommunications,

the

establishment of the

privatization

NTC , and

of

the

TOT

and

the telecommunications

CAT,

the

concession

conversion will create a fair environment for incumbent and new entrants in
mobile phone market.
The researcher has interviewed with respondents who are involved in
telecom industry with interview questions in Appendix C and answers of the
interviewees , are presented in Table 5.12.

Table 5.12: Key initiatives under Telecommunication Development Master
Plan will able to create a fair environment

Respondents
Regulators

TOT, CAT, and PTO

~

*

Incumbent Operators

AIS, DTAC, and DPC

Answers on Key Initiatives
•!• Changes in the administrative structure of government
organizations, amendment of the Concessiona1y
Contracts and amendments of laws relating to telecoms
businesses.
•!• Privatization of state owned enterprises into limited
companies
•!•

Convert the joint-venture contracts b e tween private
companies and the State Owned Enterprises.

•:• New Telecommunication Business Act

•!• Thai government should approve the concession
conversion framework firstly and then establishmen t of
the NTC and the last, the privatization.
•!• Thai government must ready before the liberalization by

forming new regulator a nd converting BTO con tracts,
which will be key a reas to co mpete in the market.
•!• Thai government has approved and implemented the
Telecom Master Plan; which covered the key issues,
privatization of state owned enterprises, and the
establishment of new regulatory body.

New Entrants operators

•!• The most important is the establishment of the NTC

TA Orange, THAI MOBILE,
Hutchinson CDMA

•!•

New Telecommu nication Act passed but there are some
clauses to be amended.

•!• Telecom Concession Conversion as CUIPI proposal.
•!• The Pr ivatization of TOT and CAT in order to be new
operators
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Respondents

Answers on Key Initiatives

Mobile Phone
Manufacturers

Nokia, Motorola, Ericsson,
and Siemens

•:• Privatization of two State enterprises to be corporatized
and privatized, including divestiture of both their
regulatory powers and the assets transferred to them by
their concessionaires under the BTO regime
•:• The new independent
established recently.

regulatory

body

should

be

•:• Telecomm Business Act to be enacted
•:• BTO concessions to be converted to telecom licenses.

Handset Distributors
AWM, M Link, IEC and Samart

•:• NTC is the most important, New Telecom Business,
Existing BTO concessions conversion, Privatization of
State enterprises.
•:• New independent regulatory body and telecom concession
conversion.
•:• Thai Government has to set out on privatization, BTO
conversion, forming NTC and telecom law before
liberalization.
•:• Existing BTO concessions conversion, Establishment of
new independent regulatory body, the NTC, and
Privatization of two State enter rises.

Telecom Experts

MUTMC, TDRI, and CUIPI

•:• The most important areas are the process of forming of
the new independent regulatory body and Telecom Act as
part of its liberalization plan.
•:• The operators will be able to compete fairly under the
same environment guided by the NTC who is established
to formulate the policy and authorize the license to any
telecom operators in lieu of TOT and CAT.
•:• The comprehensive preparation
for
organization,
personnel, business development for future competition
and business alliance establishment is required for the
operators in the future.
•:• Amendment of relevant laws, establishment of new rules
and regulations as well as the NTC who will be the
regulator to ensure fair competition, service quality
standards and consumer protection.
•!• The existing state enterprises who monopolize telecom
market at present need to be privatized

•:• Conversion of the existing telecom concessions to match
the new rules and regulations.

Table 5.12 shows quite clearly that under the Telecommunication
Development Master Plan, the key initiatives which are the laws relating to
telecommunications, the privatization of the State-Owned Enterprises, the
establishment of the

NTC,

and

the

telecommunications

concess10n

conversion will create a fair environment for incumbent and new entrants in
mobile phone market. The interview data analysis from respondents are
explained as following:
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•!•

Interview with the Regulators
The in-depth intenriews indicate that the privatization is the most

important to affect competition. The ongoing process is being implemented
rather smoothly. TOT's name has been already changed into TOT
Corporation Limited. Employee training programs for better awareness of
privatization

has

been

conducted

all

over

the

company.

New

Telecommunication Act and other communication-related laws, it is certain
that legal framework for privatization will be a firm reference for NTC to set
up rational regulations for the success of TOT privatization.
Interviewees believe that TOT and CAT will gain more independence
in management and financial performance from the Thai Government after
privatization. Moreover, it will be efficiently operated and be managed
through its rational reorganization and effective improvement measures. But
however, the interviewees cannot present clearly about how to create fair
competition and provide consumers' benefits due to the delay of forming
NTC and concession conversion.
•!•

Interview with Private operators (Incumbents and New Entrants)
Interviewees viewed that the playing field of each senrice should be

made level for both incumbents and new entrants legally licensed to provide
services. In order for telecom liberalization to create free and fair competition
under the provision of the Thai Constitution and the Telecom Master Plan,
the actions on key areas will be enacted because private operators indicated
that key areas are problems to be solved before liberalization. A leading
mobile operator said the government should approve the concession
conversion framework firstly and then establishment of the NTC.
But however, Interviewees mostly said that the most important is the
NTC set up due to the absence of a powerful, independent industry regulator
has resulted in a policy vacuum at a time when the fast-changing industry
needs a clear sense of direction.
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•:•

Interview with Mobile phone Manufacturers
Interviewees pay attention to the NTC because they think that the

NTC will be the most important areas and should be established recently. In
addition, Privatization of two State enterprises to be corporatized and
privatized, including divestiture of both their regulatory powers and the
assets transferred to them by their concessionaires under the BTO regime
including Telecomm Business Act to be enacted and amended. For BTO
concessions to be converted to telecom licenses, the interviewees said that it
will be an agreement between state owned enterprises and operators.

•:•

Interview with Handset Distributors
The interviews

showed that the forming of National Telecom

Commission is the most important, and then existing BTO concessions
conversion, and the last, Privatization of State enterprises. But however,
interviewees have the biggest concern is with the direction of the TOT before
and after privatization, as well as long delays in appointing the NTC,
concession conversion and the end of the revenues-sharing scheme. In the
worse case scenario, the telecom concessions remain unchanged, which is
the basis of the current market valuations. On the other hand, the
interviewees don't think the telecom operators will convert their BTO
contracts unless it is to their advantage and the market hasn't and probably
won't factor in this possibility until it appears more certain.

•:•

Interview with Telecom Experts
The in-depth interviews showed that key areas will lead to entrance

into the market of new entrants both aggressive national and global players
with innovative and superior customer value proposition leveraging either
their leading-edge technologies, their well-established marketing know-how
and/or

their

important

financial

strengths,

higher

performance

requirements for telecom companies to meet higher global return on
investments hurdles, and possible mergers between existing players to form
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more powerful groups. The most important, the operators will be able to
compete fairly under the same environment guided by the National
Telecommunication Committee (NTC) who is established to formulate the
policy and authorize the license to any telecom operators in lieu of TOT and
CAT and the NTC will be the regulator to ensure fair competition.
The telecom experts viewed that the most important areas are the
process of forming of the new independent regulatory body and Telecom Act
as part of its liberalization plan. The comprehensive preparation for
organization, personnel, business development for future competition and
business alliance establishment is required for the operators in the future.

5.4.3 Telecommunication Liberalization will have Positive impacts to a
new entrant and Consumers' benefits
As hypothesis 3 proposed that Telecommunication Liberalization will
have positive impacts to a new entrant and will bring certainly benefit to
consumers. The researcher has interviewed with respondents with interview
questions in Appendix C and answers of the interviewees as show in Table
5.13.

Table 5.13: Positive impacts of Telecommunication Liberalization to a new
entrant and Consumers' benefits

Respondents
Regulators
TOT, CAT, and PTD

Answers on Positive Impacts
•:• Liberalization will fos ter competition between
telecom operators in providing more and better
services, and improving efficiency of their services
while reducing costs.
•:• Lower service fees, increase choices for consumers
in obtaining services or products with better quality
•:• Increased supply & demand in products &
services, which in turn will lead to reduced costs.

Incumbent Operators

AIS, DTAC, and DPC

•:• The expertise and Jong time experiences will help
develop the existing technology and standard of
service of Thai operators to an international level
as well as maximize customer's benefit.
•:• All operators intend to offer new services to meet
the demand of the subscribers.
•!• Subscriber will be able to buy a h andset at lower
price from several designs.
•!• The great benefits are higher qu ality at lower

prices and more choices.
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Respondents

Answers on Positive Impacts

New Entrants operators

•!• Better quality of life at lower prices

TA Orange, THAI MOBILE,
Hutchinson CDMA

•!• The fierce competition will penetrate every niche of
the telecom market; prices have fallen continuously
while service quality improves notably.
•!• The innovative services & products at the lower
price will be available to everyone in Thailand.
•!• To create new marketing strategies that serve

customers' need, subscribers will get the benefits
for exam le variet of services, after sales services.

Mobile Phone Manufacturers
Nokia, Motorola, Ericsson, and
Siemens

•:• Subscribers will be guaranteed access to an
affordable and reliable service that meets a
specified service minimum standard.
Services & products at the lower prices, better
service choices and quality of life and innovations.
•:• Lower price handsets, variety handsets together
with quality and promotion campaign.

Handset Distributors
AWM, M Link, IEC and Samart

•!• The great benefits are lower prices, improved
access, improved choice, better range of services,
and higher quality products & services.
•!• To capture more market shares, providers have
slashed their service charges such as reducing the
monthly fees and airtime charge.
•!• Increased supply in services will lead to reduced
costs with higher quality.
•!• Users do not have to buy new handsets every time
they switch to new operators.
•!• Lower price
campaign.

Telecom Experts
MUTMC, TDRI, and CUIPI

handset,

quality

and

promotion

•!• More choices for consumers in obtaining services
with better quality at lower prices.
•!• Lower prices improved service quality.
•!• Entitle who are all users of telecom services is

internationally accepted concept.
•!• Better service quality at lower prices benefiting
general public, businesses and even government.

As shown in Table 5.13, the interview data analysis found that
Telecommunication Liberalization will have positive impacts to a new
entrant and will bring certainly benefit to consumers. Despite data analysis
from result in hypothesis 1, some interviewees said to negative impact from
liberalization. The interview data analysis from respondents are explained as
following:
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•!•

Interview with the Regulators
Interviewees stated that the telecommunication liberalization would

foster competition between telecom operators in providing more and better
services, and improving efficiency of their services while reducing costs. The
outcomes of which will lower service fees, increase choices for consumers in
obtaining services or products with better or higher quality products and
services at lower prices including increased supply in products & services,
which in turn will lead to reduced costs and increased demand.
Regulators

concluded

that

privatization

and

liberalization

of

telecommunication services would markedly improve the competitiveness of
businesses operating in Thailand and help attract new investment.
•!•

Interview with Private operators (Incumbents and New Entrants)
Interviewees indicated that the fierce competition would penetrate

every niche of the telecom market; prices have fallen continuously while
service quality improves notably. The innovative services & products at the
lower price will be available to everyone in Thailand. The existing private
sector is confident that through the expertise and long time experiences will
help develop the existing technology and standard of service of Thai
operators to an international level as well as maximize customer's benefit.
All operators intend to offer new services to meet the demand of the
subscribers. Subscriber will be able to buy a handset at lower price from
several designs, which the great benefits are higher quality at lower prices,
and more choices.
•!•

Interview with Mobile phone Manufacturers
One major manufacturer said, "The impact actually is not that

strong, we are still the market leader. We think our sales will not suffer that
much , and we believe the liberalization has only short-term effect for us. But
new entrants have to face long-term effect. The telecommunications
industry, particularly mobile phone demands , has increased. People need to
remain connected to their [businesses] contacts for deals and transactions."
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The interviews indicated for consumers there were benefits in · terms
of cheaper handsets, free airtime, free registration and other incentives.
•!•

Interview with Handset Distributors
The interviews indicate that the great benefits are lower prices,

improved access to telecommunications infrastructure, improved choice,
better range of services, and higher quality products & services. To capture
more market shares, providers have slashed their service charges such as
reducing the monthly fees and airtime charge. Increased supply in services
will lead to reduced costs with higher quality. Users do not have to buy new
handsets every time they switch to new operators. Lower price handset,
quality and promotion campaign.

Interview with Telecom Experts
The

interviewees

acknowledged

that

the

telecommunication

liberalization in Thailand would provide a good opportunity to foreign private
investors to apply for licenses to provide telecommunication services in the
form of joint venture with local firms. Categories of telecom operators are
Service Provider, Network Provider, and Service and Network Provider. Any
interested foreign operator may apply for a license to provide telecom
services by holding up to 25% of the investment shares with any Thai
operators. By January 2006, foreign operators can increase their percentage
of investment in the telecom business.

5.4.4 THAI MOBILE will be able to survive in a fierce-competition
market after the liberalization
As hypothesis 4 proposed whether m fact Thailand needs more
operators and whether the new entrants, THAI MOBILE will be able to
survive in a fierce-competition market after the liberalization of the telecom
market. The researcher has interviewed with respondents who are involved
in telecom industry with interview questions in Appendix C and answers of
the interviewees as show in Table 5.14.
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Table 5.14: Major factors for THAI MOBILE to survive in a fierce-competition
market after the telecommunication liberalization
Respondents
Regulators
TOT, CAT, and PTD

Answers on Major Factors
•:• Network will be rent from ACT Mobile as the 3G
technology is imminent so the 2G network
installation nationwide at th is period will lead to
tremendous cost to migrate the system into 3G
technology when the time comes.
•:• THAI MOBILE is only operator to able operate 3G
service in the future.
•:• New strategic partners, who have better business
exp erience as well as skills, to participate in
expand new business w ith innovation .
•:• Provide service in the greater Bangkok where the
population is highly dense.
•:• Negotiating with existing operators for roaming
cooperation in order to allow its subscribers to use
1900 MHz handsets in provincial areas.
•:• Aggressive prices a nd promotions on
fre uenc 1900 MHz Mobile hone service.

Incumbent Operators
AIS, DTAC, a nd DPC

•:• Prepaid service will be attractive
addition to lower cost service.

service

new
in

•:• Brand building strategy
•:• An alliance between THAI MOBILE and Thai
leading mobile phone operators or foreign
investors.

New Entrants operators
TA Orange, THAI MOBILE,
Hutchinson CDMA

•:• New players will certainly introduce innovative
strategies to boost the market.
•!•

A reasonable and fair price

•!• An

attractive campaign on debut by offering
handsets at the lowest prices

•!• Prepaid service together with aggressive prices and
promotions.

Mobile Phone Manufacturers
Nokia, Motorola, Ericsson, and
Siem ens

•!• THAI MOBILE is the only ope rator that holds the
right to the coveted 1900 MHz radio spectrum that
can be adopted to h andle advanced services for the
transmission of data and other non-voice services,
3G present new opportunities. It will be a key
selling point to a ttract users.
•:• Mus t h ave cutting-edge telecom expertise
•!• Strategic alliance or partners to propose technology
s uitable for 3G mobile phone service.

•:• Cheaper or waive monthly fee
•:• Prepaid service will be one of opportunity to
compete in the market.
•!• Before liberalization, recommend on new marketing

campaign, aggressive price and promotion. After
liberalization, recommend on the network coverage
and after sale service.
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Respondents
Handset Distributors
AWM, M Link, IEC and Samart

Telecom Experts
MUTMC, TDRI, and CUIPI

Answers on Major Factors
•:• Alliance or joint business cooperation between Thai
leading mobile phone operators and foreign
investors.
•!•

Prepa id mobile phone packages are the big
attraction in today's mobile market.

•!•

Use separate channels of marketing arms in
distributing 1900 MHz mobile Handsets to users .

•!•

Data service more than voice service.

•!•

Aggressive price & promotion and network coverage
should be attractive.

•!• Create innovative on marketing and business to

compete more than low cost service alternative.
•!• Attract and keep subscriber with aggressive price

a nd promotions.
•!• Prepaid service and Value added services including
after sales services.

As shown in Table 5.14, Thai mobile phone market still needs more
operators and new entrant; THAI MOBILE will be able to survive in a fiercecompetition market with strong marketing campaign e.g., aggressive price
and promotion. The competitive advantage is 3G mobile phone service,
which present new opportunities. The interview data anal:ysis from
respondents are explained as below:
•!•

Interview with the Regulators

Interviewees indicated that Thailand should have more mobile phone
operators for consumer's choices. New entrants who are entering the Thai
mobile phone market have to face several obstacles. In case of THAI
MOBILE, one major regulator and also new entrant said, "Due to its lack of
business experience, we needed the support of firms with proven skills in
the industry to help it enter the fiercely competitive telecom market. We
think that quality of service and reasonable price will be key success factors
for us to reach customer needs."
Interviewees said there are major factors for new entrants to compete
in the mobile market; THAI MOBILE is only operator to able operating 3G
technology when the time comes. THAI MOBILE should provide service in
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the greater Bangkok where the population is highly dense before moving on
to the next target.

Due to new entrants cannot to build own network

coverage in the short time therefore, negotiating with leading mobile
operators for roaming cooperation in order to allow its subscribers to use
1900 MHz handsets in provincial areas, and the last, aggressive prices and
promotions on new frequency 1900 MHz Mobile phone service.
•!•

Interview with Private operators (Incumbents and New Entrants)
Interviewees indicated that new players would certainly introduce

technology and innovative strategies to boost the market. Prepaid service
will be attractive campaign together with aggressive prices and promotions
on debut by offering handsets and airtime charge at the lower prices. In
addition pricing strategy and promotion, brand building strategy and
strategic alliance between THAI MOBILE and Thai leading mobile operators
or foreign investors will be importance in case of liberalization of the Thai
mobile market. The operators have to adapt their strategies to the Thai
environment to be successful in a long-term view.
One major operator said, "The mobile industry will turn even more
competitive when the two new state-owned operators - THAI MOBILE and
Hutchison CDMA - enter the market. Current operators must attempt to
protect their market share from an aggressive pricing strategy likely to be
used by the newcomers. Handset prices and airtime charges should further
decline through either direct discounting or bundling packages."
Interviewees believed all mobile operators had to look back at
themselves and started to improve their service quality for subscribers. The
mobile phone operators pointed out this issue by placing focus on
subscribers rather than prices. Price might be used as a marketing strategy
but it should not lead the market.
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•!•

Interview with Mobile phone Manufacturers
Interviewees agreed with Thailand should have more mobile phone

operators and believed that THAI MOBILE will be able to survive in a fiercecompetition market after the liberalization of the telecom market. Du e to
they viewed that THAI MOBILE has the strongest joint venture between TOT
and CAT. One major manufacturer said, "we have a very good r elationship
with the mobile phone operators here in Thailand both incumbents and new
entrants. In the area of introducing new technologies in the market,
operators show good cooperation. We also share with them vital information
on the marketing concepts, like new ideas in terms of running or marketing
the mobile business, since we are the market leader here."

Interview with Handset Distributors
Interviewees believe that THAI MOBILE will be able to survive in a
fierce-competition market after the telecommunication liberalization. But
however, Thai telecom market is expected to generate a high degree of
business competition especially from foreign investors, which will lead to an
alliance between Thai leading mobile phone operators and foreign investors.
For THAI MOBILE 1900, interviewees indicate that TOT is the
strongest provider in telecom industry but however, due to high competition
in telecommunications bu siness which is expected to increase as well as an
influx of foreign investors, an alliance or a joint business cooperation has
become one of the company's main issue of concerns. This is another step
towards greater development of telecom business in Thailand, so that they
can compete effectively in the world market. Interviewees expect that this
alliance will attract huge interest among foreign investors.
Interviewees indicate marketing strategies for THAI MOBILE 1900
should be prepaid service due to prepaid mobile phone packages are the big
attraction in today's mobile market.

In a ddition, new entrant will use

separate channels through its outlets and franchisees in distributing 1900
MHz mobile Handsets to users.
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•!•

Interview with Telecom Experts
All interviewees need more mobile operators in the market but

however, new entrants must be strong mobile operators. They scrutinized
THAI MOBILE will be unable to survive in a fierce-competition market after
the liberalization of the telecom market. They believed that THAI MOBILE
was not commercially viable as there was still an overcapacity on existing
cellular networks and THAI MOBILE can no longer only concentrate on
network coverage and quality. But however, they recommend on business
and marketing strategies, THAI MOBILE has to create innovative on
marketing and business to compete more than low cost service alternative.
THAI MOBILE has to attract and keep subscriber with aggressive prices and
promotion especially, prepaid service and also value added services (VAS)
and the last, after sales services
In addition to the WTO requirement, it is expected to generate a high
degree of business competition especially from foreign investors. Business
strategy will lead to alliance between THAI MOBILE and overseas companies
who have experiences in mobile businesses to compete in the market.
5.4.5 THAI MOBILE'S low-cost alternative will be a key selling point
As

hypothesis 5

proposed whether THAI MOBILE's low-cost

alternative will be a key selling point.
The researcher has interviewed with respondents who are involved in
telecom industry with interview questions in Appendix C and answers of the
interviewees as show in Table 5.15.
Table 5.15 Key success factors for mobile phone operators
Respondents
Regulators

TOT, CAT, and PTD

Answers on Key success factors
•:• Quality of service and reasonable price will be key
success factors.
•!• Coverage area and Network quality
•!• Network Coverage area and Network quality at the

lower prices.
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Respondents
Incumbent Operators

AIS, DTAC, and DPC

Answers on Key success factors
•:• Wider network coverage and better quality will
satisfy the m ajority of subscribers.
•:• Innovative on Marketing Approach, due to varied
c ustomer demands and heavy competition
operators h ave to identify new, convincing and
effective approaches when dealing with different
ta rget groups.
•:• Strong Financial Support that is financial
stability facilitates continuous expansion of the
network.
•:• Overall service standa rd Mobile phone usage
becomes part of daily life.
•:• After sale services like accurate and timely bills,
payment alternatives, call center, e tc. can also be
considered a s purchasing criteria.
•!• Network quality and lower price.

•:• Coverage area and Network quality

New Entrants operators

•:• Quality of service and lower price

TA Orange, THAI MOBILE,
Hutchinson CDMA

•:• Capability in offering variety of products

Mobile Phone Manufacturers
Nokia, Motorola, Ericsson, and
Siemens

•:• Uses a Worldwide network like GSM System and
network coverage.

•:• Coverage area is one of the most important
fac tors

•!•

Network coverage

•:• All operators should provide n etwork coverage
and quality to their subscribers.
•:• Network coverage and quality of service.

Handset Distributors

•!• Coverage area and Network quality,

AWM, M Link, IEC and Samart

•!•

Financial stability

•:• Marketing strategies and Overall service standard
•:• Network coverage and High quality network
including Good after sales service.
•:• Network coverage and quality of service.
Network coverage, quality of s ervice at lowe r prices.

Telecom Experts

•!•

MUTMC, TDRI, and CUIPI

•:• Quality of s ervice, lower price
•!• Al!l!ressive oromotion

Table 5.15 shows quite clearly that THAI MOBILE's low-cost
alternative is not key selling point to compete in mobile phone market. There
are many key factors to be use for competition. The interview data analysis
from respondents are explained as following:
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•:•

Interview with the Regulators
The interviews indicated that the high demand of using mobile phone

is not only stimulating the competition of inventing new technology, but also
amount of money that flow in the market also attracts investors to fuel the
fire in the competition. Currently, there are three new entrants in the Thai
mobile phone market; it allows the customers to have more power to
negotiate and to choose the best mobile phone operator.
In addition to the low-cost service alternative THAI MOBILE claims
nationwide coverage by roaming with its competitors. This seems not to
make business sense. Some interviewees believe that the 1900 MHz system
will inevitably use pricing strategy to compete in the market. Five thousand
free handsets were given to TOT and CAT employees in March 2002 and
another 130,000 will be allocated to fixed-line subscribers in lieu of deposit
returns once the commercial launch takes place in November 2002. This
should boost the subscriber base temporarily. It is likely, though, that these
customers will switch to other operators later.
But however, two major regulators believed that THAI MOBILE's lowcost alternative would be a key selling point but they recommend THAI
MOBILE will have to find out the differentiate service.

•:•

,

Interview with Private operators (Incumbents and New Entrants)

Some interviewees believed that THAI MOBILE's low-cost alternative
would be a key selling point. But all interviewees focused on low-cost
handset prices, aggressive airtime promotions, and pre-paid service.
Since March 2002, TA Orange has created new aggressive airtime
promotions such as call groups or 20% bonus airtime on the following day if
one makes more than Baht 25 worth of calls in one day. DTAC and AIS
subsequently offered similar programs but at premium prices to reflect
better coverage. This will put more pressure on TA Orange to launch furth er
promotions. The TA Orange campaign should ease off when its subscriber
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base approaches 1 million. In late June 2002, TA Orange began to give away
100,000 SIM cards to existing customers and to offer special prices to
private firms. AIS reacted by offering free calls up to the level of the handset
price for the GSM Advance system.
•!•

Interview with Mobile phone Manufacturers
Some interviewees believed that THAI MOBILE's low-cost alternative

would be a key selling point. But all interviewees focused on handset prices
and promotions like as mobile phone operators due to declining by more
than 50% over the last six months, handset prices should be able to go
down further . However, the decline will be due mainly to free-call
promotions linked to purchases of selected models. For example, the buyer
of a Nokia 3310 for the One-2-call system will receive Baht 500 in free calls
immediately and another Baht 1,000 in free calls 15 days afterward. Under
Thai law, giving away free handsets and locking customers into the network
for a specific time is not allowed as in some countries, i.e., USA, Hong Kong,
China and Singapore. Mobile phone manufacturers said this strategy should
remain the key in the short-term. The Nokia 3310 has been one of the most
popular handsets since its debut in the market in late 2000 with a price
close to Baht 20,000. Eighteen months later, it became possible to get this
model free, as GSM Advance sold it at Baht 5,990 with Baht 5,990 worth of
free calls in a promotion. Given the price difference between Thai operators
and other sources, Interviewees believed that other popular Nokia models
would follow the same trend. As the Nokia brand controls the largest share
of the handset market, this trend will pressure on other brands to cut prices
as well.
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•:•

Interview with Distributors
Interviewees agreed that a low-cost alternative would be a key selling

point. But for distributors, they pointed out that after the EMEi unlock a few
months ago, the competition in the market was heated. The market became
widely opened for new distributors while the gray market for mo bile
handsets grew as well. In 2003, distributors will arrange various marketing
activities to boost the replacement market with a target to achieve at least
Baht 10-20 million from the existing users who want to replace their old
handsets with new and advanced ones. Color display will be the main
feature of handsets in 2003.
•!•

Interview with Handset Distributors
In addition to THAI MOBILE's low-cost alternative will be a key selling

point, Interviewees believed that there are many key success factors, which
are coverage area, network quality, financial stability, and the last, overall
service standard. Interviewees recommend that network coverage and
quality network will attract consumers including good after sales service.
•!•

Interview with Telecom Experts
Some interviewees believed that THAI MOBILE's low-cost alternative

would not be a key selling point. Due to they viewed that THAI MOBILE was
not commercially viable as there was still an overcapacity on existing
cellular networks. In addition, the future cost of the mobile phone service is
an inevitable bugbear. Without its own network, a lease will have to taken
out with private operators. THAI MOBILE would also overlap the CAT's
CDMA system.
From

interviews

with

respondents

who

are

involved

in

the

telecommunication industry, the researcher has found that there are other
factors or key areas to effects on telecommunication industry in addition to
the statement of problems and hypothesis, which will be concluded in the
chapter 6.
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CHAPTER6
SUMMARY FINDINGS, CONCLUSIONS AND
RECOMMENDATIONS

This research tries to provide an in-depth study about the potential
impacts of telecommunication liberalization on the Thai telecommunications
industry after Thailand joins the WTO. It argues explicitly that it is not too
early, but is the right time, if not too late, for Thailand to open the telecom
market now. The study clearly indicates that telecommunications in
developing economies, like telecommunications and other industries in
developed

economies,

could also

be

beneficiaries

of foreign

direct

investment, as long as their legal , regulatory and or ganizational frameworks
are properly restructured.
This section summarized and presented the summary of findings
based from the statement of problems, hypothesis, and conclusion of
Chapter 5. The findings of the s t atement of problems are p resented in the
following paragraph.
6.1

SUMMARY OF FINDINGS
The research hypothesized that the effects of telecommunication

liberalization from the WTO Agreement on Basic Telecommunications and
the Telecommunication Development Mater Plan will create deep impacts on
competitive

opportunity

of

new

entrants,

THAI

MOBILE

1900.

Telecommunication liberalization will render the market more competitive,
new entrants will face several obstacles e.g., high investment, market
knowledge, lead-time for network installment.
The outcomes on statement of problems and research questions are
presented in the following paragraph.
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1.

What are the rationales for Thailand decide to open its
telecommunication market?
1. 1

Rapid growth of technology and increasing pace of new
technology introduction.

1.2

Pressure from

liberalization of world telecommunications

services and being a member country of the WTO, Thailand has
a telecom liberalization commitment to allow other WTO
member countries to run business in Thailand.
1.3

Thai Government's policy to liberalize Thai telecommunication
sectors in order to increase investment and perfect competition
in telecom market. Increase competition among operators in
order to better services and lower prices to consumers.

1.4

Efficient mix of government policy initiatives and private sector
response.

1.5

Globalization of the capital market in telecom industry, which
is common trend in most developing countries.

1.6

Effects from Asia's economic crisis in 1997 and IMF

1. 7

Thai Government's Policy to improve the quality of life of all
people.

2.

What are the importance of the WTO Agreement on Basic
Telecommunications and the Master Plan Telecommunication
Development for Thailand telecommunications liberalization?
2.1

Three priority regulatory areas under WTO Agreement on Basic
Telecommunications

2.2

+

Independent regulator

+

Competitive safeguards

+

Commitment to market openness

Four key initiatives under Telecommunication Development
Master Plan

+

Telecommunications Act, B.E. 2544
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2.3

3.

+

Privatization of the State Owned Enterprises

+

Establishment of the independent regulatory body

+

Telecommunications Concession Conversion

Five forces Telecommunication Industry Competition

+

Threats of new entrants

•

Substitute products or senrices

+

Bargaining power of buyers

+

Bargaining power of suppliers

+

Rivalry among the competitors

What are important changes on the Thai Telecommunication
market before and after liberalization?
3.1

Before liberalization, Thailand must ready itself for telecom
liberalization in four key areas, which are updated in Table 5.1
of Chapter 5.

3.2

After liberalization, Thailand telecommunication industry will
have many foreign entrants enter to compete with strong
marketing and innovative products & services.

4.

Whether domestic telecom operators agree or disagree with the
Liberalization of Thai Telecommunication Services.
4.1

There are respondents who both agreed and disagreed with the
telecom liberalization.

4.2

The majority of the respondents agreed with liberalization more
than the respondents disagreed with liberalization.

5.

What impact will the Telecommunication Liberalization have on
the Thai telecommunications industry?
5.1

Fierce competition would penetrate every niche of the telecom
market. The innovative services & products at the lower price
will be available to everyone in Thailand.

5.2

Foster competition between telecom operators m providing
more and better services, and improving efficiency of their
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services while reducing costs. The outcomes of which will lower
service fees, increase choices for consumers in obtaining
services or products with better quality at lower prices.
5.3

Good opportunity to foreign private investors to apply for
licenses to provide telecommunication services in the form of
joint venture with local firms.

5.4

Better quality of life as a result of adequate and quality
networks and services at lower costs to connect instantly and
cheaply to the outside world both at the national and
international levels.

5.5

In Thai mobile market, Consumer's benefits in terms of cheaper
handsets, free airtime, free registration and other incentives.

6.

What are desirable business and marketing strategies suitable for
THAI MOBILE to survive in the fiercely competitive Thailand,s

-

mobile market?
6 .1

Strategic Alliance

6.2

Low-Cost Products & Service e.g., handset prices, monthly fee,
airtime etc.

6.3

Aggressive Airtime Promotions

6.4

Pre-Paid Service

6.5

Network Coverage

°'

The statement of the problems and research questions used to define
the hypothesis. Therefore, the summaries of finding represent in the
hypothesis as followings.

Hypothesis

1: The global trend

towards

competitive

market

liberalization represented in the WTO Basic Telecommunications Agreement
is the rationale for the Thailand decision to open its telecommunications
market and improve telecommunications sector performance in Thailand.
From the finding represented in section 5.4.1 of chapter 5, the result
shows that there are several rationales for the Thailand decision to open its
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telecommunications market in addition to Thailand's commitment with the
WTO, the other rationales are rapid growth of technology and increasing
pace of new technology introduction and globalization of the capital market
in telecom industry, which is common trend in most developing countries.
Pressure from liberalization of world telecommunications services
and being a member country of the WTO, Thailand has made a telecom
liberalization commitment to allow other WTO member countries to run
business in Thailand. In 1997, Asia's currency crisis has depleted demand
and significantly weakened the financial strength of all the industry
incumbents.

Thai

Government

has

a

policy

to

liberalize

Thai

telecommunication sectors in order to increase investment and perfect
competition in telecom market. Increasing competition among operators in
order to better services and lower prices to consumers including efficient
mix of government policy initiatives and private sector response, Thai
Government's Policy to improve the quality of life of all people.
Hypothesis 2: Under the Telecommunication Development Master

Plan,

the

four

key

telecommunications,
establishment

initiatives

the

of the

which

privatization

NTC,

and

the

are

of

the

the

laws

TOT

and

telecommunications

relating
CAT,

to
the

concession

conversion will create a fair environment for incumbent and new entrants in
mobile phone market.
From the finding represented in section 5.4.2 of chapter 5, the result
shows

that

the

importance

of

the

WTO

Agreement

on

Basic

Telecommunications and the Master Plan Telecommunication Development
will be able to create a fair environment for domestic and international
competition in mobile phone market.
Thailand has undertaken to the World Trade Organization (WTO)
under the Fourth Protocol of the World Trade Organization's General
Agreement on Trade and Services that it will achieve full liberalization of
telecommunications by 2006. The liberalization process in Thailand has
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begun with the approval of the Master Plan for Telecommunications
Development and the enactment of the Frequencies Management Law.
Liberalization of the Thai telecommunications market refers to the
process of transition from a market regulated by two state owned enterprises
(TOT and CAT), which also compete in the telecom market, to a market
where barriers to entry are lowered and multiple competing facilities and
service-based

players

telecommunications

encouraged.

infrastructure

During

transferred

to

the
the

transition,
state

owned

enterprises under the concession conversion framework will be returned to
concessionaires, existing concessions will be converted to licenses, and an
independent regulator established.

Hypothesis 3: Telecommunication Liberalization will have positive
impacts to a new entrant and will bring certainly benefit to consumers.
From the finding represented in section 5.4.3 of chapter 5, the result
shows that Telecommunication Liberalization will have both positive and
negative impacts to a new entrant and will bring certainly benefit to
consumers.

Positive Impacts
•!•

Fierce competition would penetrate every niche of the telecom
market. The innovative services & products at the lower price will
be available to everyone in Thailand.

•!•

Foster competition between telecom operators in providing more
and better services, and improving efficiency of their services
while reducing costs. The outcomes of which will lower service
fees, increase choices for consumers in obtaining services or
products with better quality at lower prices.

•!•

Good opportunity to foreign private investors to apply for licenses
to provide telecommunication services in the form of joint venture
with local firms.
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•!•

Better quality of life as a result of adequate and quality networks
and services at lower costs to connect instantly and cheaply to
the outside world both at the national and international levels.

•!•

In Thai Mobile Market, Consumer's benefits in terms of cheaper
handsets, free airtime, free registration and other incentives.

Negative Impacts
Although the benefits of opening up the telecommunications market
may be numerous but there are negative sights in the two major problems of
human resources and strong fundamentals in telecom laws. Thailand may
not be ready for market liberalization if human resources are not well
trained. Thailand is still short of personnel keen on t elecom competition
once the market is opened. It will be critical.
Under telecommunication Business ACT, the data analysis result was
found that Thailand might not be ready yet to open its telecommunications
market because conditions are not ripe. The reasons for this is that the
nation's telecommunications services are not separate from postal service,
some service charges are still highly regulated, there is still a gigantic gap in
industrial development between its Greater Bangkok and Provincial, laws
and regulations for the industry are not yet in place and an environment for
fair competition has not yet talcen shape.

Hypothesis 4: Whether in fact Thailand needs more operators and
whether the new entrants, THAI MOBILE will be able to survive in a fiercecompetition market after the liberalization of the telecom market.
From the finding represented in section 5.4.4 of chapter 5, the result
shows that Thai mobile phone market still needs more mobile operators in
order to bring the operators into more intense competition. THAI MOBILE
will be able to survive in a fierce-competition market after telecom
liberalization. Due to THAI MOBILE is the only operator that holds the right
to the coveted 1900 MHz radio spectrum that can be adopted to handle
advanced services for the transmission of data and other non-voice services,
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3G present new opportunities. It will be a key selling point to attract users.
But however, THAI MOBILE has to face several obstacles and prepare for the
coming intense competition and has been preparing business and marketing
strategies to secure its customer bases.

Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a
key selling point.
From the finding represented in section 5.4.5 of chapter 5, the result
shows that THAI MOBILE's low-cost alternative will not be a key selling
point to compete in mobile market.
The analysis results found that Low-Cost Handset Prices, Aggressive
Prices and Airtime Promotions, and Pre-Paid Service will be an efficient
mechanism in directing the domestic mobile competition. In addition, the
competitive advantage for THAI MOBILE 1900 is 3G mobile phone service,
which present new opportunities. Moreover, the strategic alliance will be one
of THAI MOBILE's business strategies in order to gain competitive advantage
and the highest level of customer satisfaction.
6.2

CONCLUSIONS

The adoption

of the WTO

basic telecommunications services

agreement in Geneva of 15 February 1997 marked a new departure from the
traditional rules and transactions of international telecommunications. The
resulting accelerated liberalization of telecommunications services markets
is expected to expose more than 90 percent of the world's international
telephone traffic to increased competition. And as competition increases,
governments

and operators

are

seeking to

lower costs and make

international telecommunication settlement rates more transparent and
cost-oriented.
For consumers, the benefits of lower cost and better quality
international telecommunications services are clear. But for some countries,
particularly low-teledensity developing countries, the liberalization of trade
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in telecommunications and the reform of the international accounting rate
and settlement system are likely to have a markedly greater impact. This is
because these countries gain a proportionately greater share of t heir
revenue from international traffic. As a result, some countries fear that
competition and rate-cutting may undermine the network expansion and
service improvement efforts of operators.
For example, many governments have concerns about how such
market-driven initiatives will affect the abilities of the incumbent national
operators, and economies that depend on international telecommunication
services revenues, to fund universal service efforts.
For all operators and regulators, understanding the effects of the
changing telecommunications environment is a difficult but necessary task.
For many developing countries, building the regulatory and cost-accounting
frameworks necessary to compete and to leverage competition to their
benefit will be an even greater challenge.
The results of the documentary analysis and in-depth interview
analysis show that the telecommunication liberalization has effects of
changes in Thailand telecommunication industry especially in mobile phone
market.

The

researcher

will

summarize

potential

impacts

of

telecommunication liberalization as following:
6.2.1 Legislation, Regulations and Government Policies
6.2.2 Technology and Innovation
6.2.3 Market Situation and Competition

6.2.1 Potential Impacts on Legislation, Regulations and Government
Policies
Before the liberalization of Thailand telecommunication industry, t he
telecommunication business is presently operated under the concession of
two state owned enterprises. The private operators were granted a license to
operate by the TOT and the CAT and are thus affected by the obligations
Thailand made with the WTO, of which the fundamental telecommunication
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industry has to be liberalized within the year 2006. The Thai Government
has been launching several measures to prepare for such liberalization.
Thailand's preparation for liberalization of the telecom industry has
begun to some extent. Still, one major cornerstone to liberalization hinges
upon the establishment of the NTC. However, as the NTC would be the
organization empowered with the authority to allocate frequencies, issue
licenses, and supervise telecom businesses, the NTC appointee selection
process should be carried out transparently.
Thai Telecommunication Master Plan was introduced in November
1997. Section 40 of the Constitution of 1997 also provides that an
independent organization must be established with the power to allocate
radio frequencies , television frequencies and telecommunication frequencies.
The agency shall act in place of current supervising agencies to oversee the
operations and prescribe regulations for free and fair competition among
new and existing operators. The new Telecommunications Act shall govern
this and the laws relating to communications and telecommunications in
section 2.4.1 shall be repealed. In orde r for telecom liberalization to create
free and fair competition under the provision of the Thai Constitution and
Telecom Master Plan, the following actions shall be enacted:
1. The enactment of the Undertal<:ing of Telecommunications
Business Act which is complete but has to be amended;
2.

The privatization of two State Owned Enterprises (TOT and CAT);

3. The

establishment

of

the

National

Telecommunications

Commission (NTC); and
4. The telecom concession conversion of the revenue sharing
scheme into licenses
There are three main obstacles in the way of achieving liberalization,
CAT and TOT privatization, conversion of the BTO concessions to licenses
and formation of the NTC. In all three cases, multiple steps have been taken
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and often retaken and yet none of the efforts to privatize TOT and CAT, form
the NTC or convert BTO concession to licenses have so far been concluded.
Before telecom liberalization, the aforementioned actions significantly
affect the private operators being in existing BTO concessions with relevant
state agencies and it is required to convert existing concessions. Due to the
fact that following the establishment of the NTC and the enactment of the
Telecom Act, all telecom operators, old and new, as well as TOT and CAT,
shall be under NTC supervision and shall be governed equally by NTC rules
and regulations. The outstanding issue of existing BTO concessions regards
the principles and framework that is to be implemented, particularly with
respect to the profit-sharing calculation in the period following conversion.
The State Enterprise Policy Committee must approve such conversion
framework and the result of the conversion also depends on negotiations
between counter parties. At present, due to the delay in the establishment of
NTC, the Telecommunications Act, B.E. 2544 cannot be fully enforced, thus
resulting in an unclear future direction for telecom industry.
With regard to the issue of limiting foreign shareholding proportion to
no more than 25% in any telecom company and the prohibition of the
collection of service deposits and advance money from customers, as
prescribed by the Telecom Business Act enacted on 16 November 2001, the
private operators have consulted and obtained clarification from relevant
state agencies that such issues will not create any impact on their
operations. This is due to the fact that the enacted law has no retroactive
effect. However, in an effort to prevent any possible conflict, the government
adopts a clear position for the amendment of the Telecom Business Act on
such provisions. For example, the foreign shareholding will be amended
from a 25% limit to a 49% limit.
Regarding the deposit, the private operators have not collected such
deposit for a period of time, while the Act does not require the private
operators to return the deposits already collected from customers. However,
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the private operators will implement various methods to return such
deposits without material effect on its operating cash flow. The return also
reduces its burden of profit sharing on interest on the deposits to be
submitted to TOT in a long-term basis. But however, the BTO conversion
and liberalization has not yet finalized and may impact the business of the
private operators. Despite the increased competition anticipated as a result
of the liberalization, all players are on a level playing field under the same
rules. New entrants also face tough barriers to market entry, such as the
building of a customer base and the enormity of funds and time required to
develop network and marketing opportunities.
6.2.2 Potential Impacts on Technology and Innovation
Mobile phone operations require a huge level of technology-related
investment, which may put the existing operators under the risk of extra
investment in order to update the system to be in line with the constant
changes in technology. At present, the existing operator, AIS has been
investing in the digital GSM format, which is the system used by major
operators around the world. The current digital GSM technology is in its
2.SG stage. This is the base for the development of third generation (3G)
technology. This ensures that AIS invests in a system that will be the base
for modifications of new technologies in the future.
The development of various multimedia drives the operators to invest
more funds in many system adjustments, especially in network system to
keep up with new technologies. If such technologies gain high popularity
among consumers and replace technology 2.SG, the existing network will
become outmoded and not able to fully respond to consumers' need.
Although the development of 3G technology requires additional investment,
it is noted that these new technologies are designed and produced by
leading foreign manufacturers and Thailand may not have the infrastructure
to adopt certain new technologies. Moreover, a demand for new technology is
limited to specific groups of customers. Therefore, the introduction of new
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technology will depend on its suitability and feasibility in terms of the cost of
investment. And the replacement of the GSM system with a new system is
not likely to happen in the near future.
From changes in technology, analysis results found that the impact
of liberalization on the industry which are entrance into the market of new
and aggressive national/ global players with innovative and superior
customer value proposition leveraging either their leading-edge technologies,
their well-established marketing know-how and/ or their important financial
strengths, Higher performance requirements for telecom companies to meet
higher global return on investments hurdles and possible mergers between
existing players to form more powerful groups.

6.2.3 Potential Impacts on Market Situation and Competition
At present there are two major operators, AIS and DTAC. Both have
the combined share as of 31 December 2001 of around 94.5 percent of the
total mobile phone market. Apart from these two major operators, there are
3 smaller operators, DPC, CAT and TOT. DPC shares the largest market
among these smaller operators with a 5% share of overall market. With the
combined market share of 65%, AIS, along with its subsidiary DPC, is a
market leader, which enables them to define the direction of the market.
AIS and TAC have also established comprehensive networks with nationwide
coverage and service capacity. Therefore, despite the possible risk of
competition from newcomers, these new operators like THAI MOBILE 1900
will face several challenges, summarized as follows:
•!•

Funds required for expanding networks on a par with the existing
operators. The existing operators have continually been investing
in networks to obtain comprehensive nationwide coverage and
attract new customers;

•!•

The period of time needed to build and develop networks in order
to be on a par with the existing operators;
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•!•

Limited use of communication frequencies during the nonliberalization period is a barrier to market entry for new
operators. But following the liberalization within 2006, such
limitation will be lifted, as new operators will be able to obtain a
license from NTC;

•!•

The large customer base of the existing operators gives it a
competitive edge with respect to its economic scale of operations;

•!•

The existing operators have acquired operational experience as
well as a strong relationship with distribution channels.

In 2002, three new mobile operators expected to make their entry into
the mobile phone market include:
(1) TA Orange Co., Ltd. (TA Orange), which is, launched both a

post-paid and a pre-paid service in the first quarter of 2002 with coverage
limited to Greater Bangkok in its initial stage of operations. Further
expansion to major provinces is expected in succeeding years;
(2) Hutchison CAT Wireless Multimedia Co., Ltd. (Hutch) is

expected to launch its service in the first quarter of 2003, using CDMA
technology. The service will be aimed at a specific group of customers, as the
service fee is more expensive than basic services, and it s limited funds will
impact network expansion to upcountry;
(3) Thai Mobile Co., Ltd (THAI MOBILE), the provider of GSM 1900
MHz has launched in November 2002, leasing a network from ATC Mobile
Ltd., The TOT and the CAT joint venture. This service only covers the
Greater Bangkok area. Expansion upcountry is expected on a leased
network built by other private operators, as it requires a high investment
and time to build its own networks for nationwide coverage. The marketing
activities are to be run by private companies hired for the purpose.
Besides the new mobile phone operators, Personal Communication
Telephone (PCT), operated by Telecom Asia (TA), may not perfectly substitute
mobile phones as it has certain disadvantages as follow:
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•!• Technical disadvantages due to its slow hand-off speed, making it

hard to communicate in vehicles traveling faster than the speed limit
around 50 km/hour.
•!• The limitation in the number of base stations, which require huge

amounts of investment for installation in order to obtain complete
coverage in the Bangkok area;
It can be concluded that there is no material threat from new mobile

phone operators, as well as from substitute products. It is apparent that the
entry of new operators into the competition with substitute product causes
consumers' delay in decision making to buy a mobile phone at initial stage,
because consumers want to compare price and promotion. Moreover,
existing customers who prefer pricing to quality may switch to other system
due to low usage and opportunity to save bill payment. However, the
existing operators expect no significant ramification. As most new operators
limit their service in Bangkok due to the high cost of investment, time
required and the availability of network sites.
As to competition in the Thai mobile phone market, new players will
heat up competition. The arrival of newcomers, TA Orange, THAI MOBILE
and Hutch are expected to challenge the existing cellular duopoly, but the
newcomers insist that will compete on quality of service, not price.
Competition are good news for subscribers, the latest developments could be
a prelude to a much fiercer life-or-death struggle for operators, prior to the
industry opening up to free competition in 2006. But there was no reason to
panic over foreign entrants because their arrival was in keeping with the
spirit of market liberalization.
The analysis results are to help domestic operators to solve their
problems based on the needs and wants of the customers. Then, applying
the marketing mix tools to improve the marketing strategy of operators in
order to meet the customers and expectations. Some recommendations from
this research will be based on five research objectives in the section 6.3.
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6.3

RECOMMENDATIONS

The analysis results of the documentary and in-depth interview
encompass some crucial suggestion are, Firstly, although Thai mobile
services market is a small market, it will have more mobile phone operators
after liberalization. Thailand's mobile services market would generate
enormous profits for the operators because it would have the predicted large
user base in Asia. When most of the mobile services markets in the
developed countries are getting mature, the market in Thailand becomes
very attractive despite the risks. Second, although currently there is a new
telecommunication law to regulate the market, the overseas investors are
still lingering outside the door and preparing for the door opening.
For THAI MOBILE's strategies, the first duty is to encourage the nonusers of mobile phone to use THAI MOBILE in future. The second is to
increase the user rate among THAI MOBILE customers and the third is to
keep the customers loyalty. In order to improve the mobile phone marketing
strategy for THAI MOBILE, firstly, it is important to know both external and
internal environment that has impact on the company. Secondly, it has to
collect information and feedback that customers feel about the service of
THAI MOBILE compared to other companies.
Thailand's membership in the WTO will give foreign companies the
legal right to make direct investments in Thailand's telecom services sector.
Therefore, the foreign investors will involve actively in entering this market.
However, the telecommunication law would be amended for foreign investors
when the Thai government inevitably chooses to be partial to its state-owned
operators. To avoid these situations, one of the recommendations for the
foreign investors is to invest in and engage the state-owned firms instead of
fight directly with them. Because foreign investors and state-owned firms do
not have the same opportunities, foreign investors could take advantage of
the joint projects with the TOT or the CAT or domestic private operators. By
providing training and advice services, the foreign investors can make profits
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as well as avoid investment risk. The second recommendation is that foreign
investors should seek assistances from their own governments. Supports
from

their

own governments

might

contend

with

some

regulatory

constraints. The third recommendation is that overseas investors should
evaluate carefully whether the investments are profitable enough or not in
both short- term and long-term. Although the direct investments in the
mobile services market will be allowed after Thailand's commitment to open
the market in 2006, there might be some constrains in the investing regions.
In other words, the market is open but the foreign investors may be
permitted to invest in some selected regions. Under the circumstance, local
market potential evaluations would be critical for the foreign investors.
Third,

from

the

overall

market

structure

analysis,

the

global

telecommunication players will have relative advantages in investing in this
market because these companies have related domain knowledge and cost
saving advantages than investors in other industries. These advantages
would result from the technical, equipments and management supports.
These supports would speed up the operations in the initial stage.
Lastly, it is critical to take the first seat when the market is open.
From the re-engineering in the Thai telecom sector and state-own operators
distribution , it is clear that Thailand is preparing for the foreign competition.
It intends to occupy the Thai market shares. This would be a d isadvantage
for the late entrants because mobile service is a special service, which would
follow an assigned number to each subscriber. When people stick to their
own mobile phone numbers, they would not change it unless there is strong
attraction that is over the cost of changing the number. Therefore, the
largest market sharer would have more advantages in the mobile services
market. Overall, from the market structure analysis, the Thai state-owned
operators will be the largest winner in its mobile services market but t he
global telecommunications players still have the opportunities to make more
profits than other investors.
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APPENDIX A
REFERENCE PAPER: WTO AGREEMENT ON BASIC
TELECOMMUNICATIONS
Negotiating group on basic telecommunications:
The following are definition s and principles on th e regulatory framework for
the basic t elecommunications services .

Definitions:
Users mean service consu mers and s ervice su ppliers.
Essential facilities mean facilities of a public t elecommunication s transport
network or service that
(a)

are exclusively or predominantly provided by a single or limited
num ber of suppliers; and

(b)

cannot feasibly be econ omically or technically substit uted in
or der to provide a service.

A major supplier is a supplier which has the ability to materially affect the
terms of participation (having regard to price and supply) in the relevant
market for basic telecommunications services as a result of:

1.
1.1

(a)

con trol over essential facilities; or

(b)

use of its position in the market.

COMPETITIVE SAFEGUARDS
Prevention of anti-competitive practices in telecommunications
App rop r ia t e m easures shall be m ain tained for t h e purpose of

preventing supp lier s who, alon e or together, are a major supplier from
en gaging in or con t inuing anti-competitive practices.

1.2

Safeguards

The anti-com petitive practices referred t o above sh all include in particular:
(a)

en gagin g in anti-competitive cross-su bsid ization;

(b)

u sing information

obtain ed from

competit ive results; and
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competitors w it h

anti-

(c)

not making available to other services suppliers on a timely
basis technical information about essential facilities and
commercially relevant information which are necessary for
them to provide services.

2.

INTERCONNECTION

2.1

This section applies to linking with suppliers providing public

telecommunications transport networks or services in order to allow the
users of one supplier to communicate with users of another supplier and to
access services provided by another supplier, where specific commitments
are undertaken.
2.2

Interconnection to be ensured
Interconnection with a major supplier will be ensur ed at any

technically feasible point in the network. Such interconnection is provided.
(a)

under

non-discriminatory

terms,

conditions

(including

technical standards and specifications) and rates and of a
quality no less favorable than that provided for its own like
services or for like services of non-affiliated service suppliers or
for its subsidiaries or other affiliates;
(b)

in a timely fashion, on terms, conditions (including technical
standards and specifications) and cost-oriented rates that are
transparent, reasonable, having regard to economic feasibility,
and sufficiently unbundled so that the supplier need not pay
for network components or facilities that it does not require for
the service to be provided; and

(c)

upon request , at points in addition to the network termination
points offered to the majority of users, subject to charges that
reflect the

cost of construction of necessary additional

facilities.
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2.3

Public

availability

of

the

procedures

for

interconnection

negotiations
The procedures applicable for interconnection to a major supplier will
be made publicly available.

2.4

Transparency of interconnection arrangements
It is ensured that a major supplier will make publicly available either

its interconnection agreements or a reference interconnection offer.

2.5

Interconnection: dispute settlement
A service supplier requesting interconnection with a major supplier

will have recourse, either:

"

SJ

(a)

at any time or

\

(b)

after a reasonable period of time which has been made
publicly known

to an independent domestic body, which may be a regulatory body as
referred to in paragraph 5 below, to resolve disputes regarding appropriate
terms, conditions and rates for interconnection within a reasonable period of
time, to the extent that these have not been established previously.

3.

UNIVERSAL SERVICE
Any Member has the right to define the kind of universal service

obligation it wishes to maintain. Such obligations will not be regarded as
anti-competitive per se, provided they are administered in a transparent,
non-discriminatory and competitively neutral manner and are not more
burdensome than necessary for the kind of universal service defined by the
Member.

4.

PUBLIC AVAILABILITY OF LICENSING CRITERIA
Where a licence is required, the following will be made publicly

available:
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(a)

all the licensing criteria and the period of time normally
required to reach a decision concerning an application for a
licence and

(b)

the

terms

and

conditions

of

individual

licences.

The reasons for the denial of a licence will be made known to
the applicant upon request.

5.

INDEPENDENT REGULATORS

The regulatory body is separate from, and not accountable to, any
supplier of basic telecommunications services. The decisions of and the
procedures used by regulators shall be impartial with respect to all market
participants.

6.

ALLOCATION AND USE OF SCARCE RESOURCES

Any procedures for the allocation and use of scarce resources,
including frequencies, numbers and rights of way, will be carried out in an
objective, timely, transparent and non-discriminatory manner. The current
state of allocated frequency bands will be made publicly available, but
detailed identification of frequencies allocated for specific government uses
is not required.
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APPENDIXB
GUIDE FOR INTERVIEWS WITH WHO ARE INVOLVED IN
TELECOMMUNICATIONS INDUSTRY
The interview questions are developed to find out the primary data in
conducting the thesis and is an integral part of studying of The Potential

Impact

of Partial Liberalization

of Thailand Telecommunication

Industry: A Case Study of THAI MOBILE 1900, Master of Business
Administration, Assumption University.
Please response to these questions. Thank you in advance for your
cooperation.

The questions will be used for interviewing. The interview

questions will be divided into 4 parts.

Part I:

Background Information

Part II:

Point of view on the Telecommunication Development Master Plan

Part III: Point of view on the WTO Agreement on Basic Telecommunications
Part IV: The possible impacts of Telecommunication Liberalization
Respondent Information
Person completing this following:
Name:

Date:

Position:

Telephone:

Company:

Fax:

Address:

E-mail:

Please complete this questionnaire by Friday 30th August 2002 and
fax, courier or e-mail your completed questionnaire to:

Attn: Ms. Sangkwan Preedaphirat
111/5 Moo 5, Thanakorn Village 2, Therdprakiat Rd., Watchalor,
Bangkrui, Nonthaburi, 11130
Tel: 02-886 3843, 01-327 8723 Fax: 02-623 7414, 02-890 0019
E-mail: sangkwan@ksc.th.com; sangkwan p@,hotmail.com
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PART I: BACKGROUND INFORMATION

1.

What type is your network in Thai Telecommunications?

D

D

Fixed line Network
(Go to Q.2)

2.

3.

4.

1:1

D

Basic Telephone

D

International Telephone

D

Pin Phone

D

Internet

l:l

Optic Fiber

D

Others _ _ __ __

Integrated Service Digital
Net-work (ISDN)

What industry is your company in Wireless Network?

D

Mobile Phone

0

Internet

D

Satellite

D

Integrated Satellite

0

Trunked Mobile

D

Paging

Business Network (ISBN)

D

Others _ _ _ __ _

In your telecommunication industry you are:
Network Operator and

D

Distributor and dealer

Carrier

D

Manufacturer

D

Network Provider

D

Specialist/ Experts

D

Government Official

0

Others - - -- -- -

D

Regulatory body

In telecommunication market you are the incumbent or new entrant

D
6.

(Go to Q.3)

What industry is your company in Fixed line Network?

D

5.

Wireless Network

D

Incumbent

New Entrant

How many years do you have work experiences relating to the
telecommunications industry?

D

Less than 5 years

D

5-10 years

D

11-15 years

0

16-20 years

D

More than 20 years
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PART II: TELECOMMUNICATION DEVELOPMENT MASTER PLAN

1.

Could you say something about the Telecommunication Liberalization in
Thailand with Telecommunication Development Master Plan B.E. 2540?

2.

Are you familiar with the Telecommunication Development Master Plan
B .E. 2540?

0

0

Yes

No

If yes, what are the key oppor tunities or benefits, if any, of the

Telecommunication Development Master Plan for your business?

What problems, if any, has the Telecommunication Development
Master Plan created for your business?

3.

Do you think what are major factors expected to affect competition in
Thai mobile phone market? (You can check more than one)

4.

0

New Telecommunication Business Act B.E.2544

0

Existing BTO concessions conversion

0

Establishment of new independent regulatory body (the NTC)

0

Privatization of State enterprises (the TOT and the CAT)

0

Others (specify and go to Q.9) - -- - -- -- - -- - - -

What is the new Telecommunication Business Act B.E.2544's impact
on Telecommunication industry?
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5.

What

is

the

telecom

concessions

conversion's

impact

on

Telecommunication industry? (Please explain both of conversion and no
conversion)

6.

What is the establishment of new independent regulatory body's impact
on Telecommunication industry?

7.

What are the latest updates and developments m

the National

Telecommunications Commission (NTC) towards a more liberalised
regulatory framework in Thailand's mobile market?

8.

What

is

the

privatization

of

state

enterprise's

impact

on

Telecommunication industry? (Please explain in case of TOT only )

9.

If you have specified other in question 3, therefore please explain what

is the impact on Telecommunication industry and How?

10. Under the Telecommunication Development Master Plan, what impact
will it create on the Thai t elecorn market?
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PART III: THE WTO AGREEMENT ON BASIC TELECOMMUNICATIONS
1.

Could you say something about Thailand's commitment on the WTO
Agreement on Basic Telecommunications with Telecommunication
Liberalization in Thailand?

2.

Are

you

familiar

with

the

WTO

Agreement

on

Basic

Telecommunications?

0

0

Yes

No

If yes, what are the key opportunities or benefit, if any, of the WTO

Agreement on Basic Telecommunications for your company?

What

problems,

if

any,

has

the

WTO

Agreement

on

Basic

Telecommunications created for your company?

3.

Are you familiar with the Reference paper of the WTO Agreement on basic
Telecommunications? (Please see the Reference Paper attached)

D

D

Yes

No

If yes, what are the str engths and weaknesses of the Reference Paper?

Independent regulators
With regard to Independent regulators, The WTO Reference Paper states that:
"The regulatory body is separate from , and not accountable to, any supplier of
basic telecommunications services. The decisions of and the procedures used
by regulators shall be impartial with respect to all market participants ."
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4.

With reference to the definition of Independent Regulators,

lS

the

regulator in your market independent?

0
If

no,

0 No

Yes
what

factors,

if

any,

limit

the

independence

of

the

telecommunications regulatory authority in your market?

What could be done to ensure that the independence of the regulator is
established and maintained in your market?

Competitive Safeguards
With regard to Competitive Safeguards, The Reference paper states that:
"Appropriate measures shall be maintained for the purpose of preventing
suppliers who, alone or together, are a major supplier from engaging in or
continuing anti-competitive practices."
"The anti-competitive practices referred to above shall include m
particular:
(a) engaging in anti-competitive cross-subsidization;
(b) using information obtained from competitors with anti-competitive
results; and
(c) not making available to other services suppliers on a timely basis
technical information about essential facilities and commercially
relevant information which are necessary for them to provide
services."
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5.

In your market, are there sufficient safeguards to prevent anticompetitive cross-subsidization (e.g. between non-competitive activities
and competitive operators)?

0

0

Yes

No

If no, what measures could regulators take to prevent such anticompetitive cross-subsidization:

6.

In your market, are there sufficient safeguards to prevent use of
information obtained from competitors with anti-competitive results (e.g.
information obtained through the provision of facilities to unaffiliated
suppliers)?

0

0 No

Yes

If no, what measures could regulators take to prevent such use of

information obtained from competitors with anti-competitive results:

7.

In your market, are there sufficient safeguards to ensure the timely
disclosure to other services suppliers of technical information about
essential facilities and commercially relevant information which are
necessary for them to provide service (e.g. information obtained through
the provision of facilities to unaffiliated suppliers)?

0

0

Yes

No

If no, what measures could regulators take to ensure the timely
disclosure to other services suppliers of technical information:
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8.

Do you believe competitive safeguards have been effectively enforced in
your market?

0

0

Yes

No

If no, what measures would ensure effective enforcement:

9.

What are the three most important regulatory restrictions or barrier to
market access for your company in your market? (e.g. restrictions on
number of operators, restrictions on types of commercial entities; foreign
ownership restrictions etc.)

10. What practical measures would you suggest be taken to address these
market access restrictions or barriers?

11. Under the WTO Agreement on Basic Telecommunications, what is the
WTO's impact on the Thai telecom market?
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PART IV: THE POSSIBLE IMPACTS OF TELECOMMUNICATION
SERVICES LIBERALIZATION

I.

In your opinion, what is the rationale for Thailand's decision to open its
telecommunication market?

2.

Do you agree or disagree with Liberalization of Thai Telecommunication
services? Why?

3.

In your opinion, when and how should the telecommunication sector be
liberalized?

--------------------------~------··

4.

Do

you

believe

that

there

is

fair

competition

-

telecommunications after liberalization? Why?

5.

in

Thai

What important changes have been made in Thai Telecom before the
year of 2006 (B.E.2549)?

*
6.

Do you think that what are the opportunities and the problems
occurred from the Telecommunication Liberalization?

7.

What is the maJor obstacle hampering competitiveness of Thai
telecommunications?
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8.

What

are

the

impacts

of Telecommunication

Liberalization

on

competitive opportunities of new entrants in the mobile phone market?

9.

What do you think the strength, weakness, threat, and opportunity of
Thai telecommunications industry?

10. What are factors influencing operators to compete m mobile phone
market?

11. What are the most competitive advantage to equally compete with
incumbents and new entrants in fierce-competition market?

12. What are the desirable business and marketing strategies for THAI
MOBILE before and after telecommunications liberalization?

13. What are key success factors for mobile phone operators?

14. What are the great benefits that mobile phone subscribers have gained
from fierce competition?

-----------------------------~·---
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APPENDIXC
Key In-Depth Interview Questions

Hypothesis 1: The global trend towards competitive market liberalization
represented in the WTO Basic Telecommunications Agreement is the
rationale for the Thailand decision to open its telecommunications m arket
and improve telecommunications sector performance in Thailand.

Question 1: What is the rationale for Thailand's decision to open its
telecommunication market?

Question 2: Is Thailand ready for opening up its telecommunications
sector? Why?

Question 3: Did you agree or disagree with the Liberalization of Thai
Telecommunication Services?

Hypothesis 2 : Under the Telecommunication Development Master Plan,
the four key initiatives which are the laws relating to telecommunications,
the privatization of the TOT and CAT, the establishment of the NTC, and the
telecommunications concession conversion will create a fair environment for
incumbent and new entrants in mobile phone market.

Question 4: According the Telecom Development Master Plan, the
Thai government must ready itself for the liberalization do you think what
key areas expected to affect competition in Thai mobile phone market?

Question 5: Under the Telecommunication Development Master Plan,
what impacts will create on the Thai telecom market?

Question 6: Do you believe that there is fair competition in Thai
telecommunications after liberalization? Why?

Hypothesis 3: Telecommunication Liberalization will have positive impacts
to a new entrant and will bring certainly benefit to consumers.
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Question

7:

Under

the

Master Plan for Telecommunications

Development and the WTO Agreement on Basic Telecommunication, do you
think what are the major impacts on the Thai mobile phone market?

Question 8: What are the impacts of Telecom Liberalization on
competitive opportunities of new entrants in the mobile phone market?

Question 9: What is the new Telecommunication Business Act B.E.
2544's impact on Telecommunication industry?

Question 10: What is the telecom concessions conversion's impact on
Telecommunication industry?

Question 11: What is the establishment of new independent
regulatory body's impact on Telecommunication industry?

Question 12: What is the privatization of state enterprise's impact on
Telecommunication industry?

Question 13: What are the great benefits that mobile phone
subscribers have gained from fierce competition?

Question 14: What should new entrants m the mobile phone
industry do to face the impact from the liberalization?

Hypothesis 4: Whether in fact Thailand needs more operators and
whether the new entrants, THAI MOBILE will be able to survive in a fiercecompetition market after the liberaliza tion of the telecom market .

Question 15: What do you think the strength, weakness, threat, and
opportunity of Thai telecommunications industry?

Question 16: What is desirable business and marketing strategies be
suitable for THAI MOBILE to survive in fierce-competition mobile market?

Hypothesis 5: Whether THAI MOBILE's low-cost alternative will be a key
selling point.

Question 17: Why do you think THAI MOBILE must provide
aggressive prices and promotions?

Question 18: What are key success factors for mobile phone
operators?
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