Competition in telephony

nteresting times are almost
here for the telecommu
L nications sector in Paki-
stan. With the entry of new
players, the landscape is
ing to change soon and :
- th tradiﬁoﬁdomhant AN T
players, PTCL in land
. phones and Mobilink in
mobile telephony, are go-
b ﬁl to be challenged and
will definitely lose some
market share. But hope-
mmmpetition willalso
rce players to provide better quality at more com-
petitive rates. We should hope that the customers will
E:in from the change. The existing companies will
ve their fat trimmed a bit, but given their past
monopoly status, this might not be a bad thing to
happen to them too. For landline system PTCL mo-
nopoly has been removed in local systems and other
companies will be able to enter the market through
local wireless loops and so on. We are already seeing
television advertisements from one such entrant. For
mobile telephony Warid and Telenor are already in
the hunt and are expected to launch their packages by
mid of this year or thereabouts. :
Mobilink already has a fairly large network of

consumers. Telenor and Warid will have to work out'
interesting strategies to not only take some market”

away from Mobilink but to deal with each other and
the other smaller players as well. There might be first
mover advantages here too. If Telenor comes into the
market first and can offer packages that later Warid
can only copy, Telenor might steal the show and
Warid might have to do innovative things even to get
entry. Mobilink will also, one can be sure of that, if it
wants to survive, have to carefully think its strat:{e%y
and response to the imminent entry of others. The
prepaid card was a great idea and a tremendous
success. It has opened up the market for mobile
telephony significantly, but this product will be of-
fered by other providers too, so Mobilink really has to
think of other things to do. Mobilink, thOl.‘ng it has
recently been taken over, has a relatively poor repu-
tation in terms of quality. There have been times, as
recent as last week, when its service was very unsat-
isfactory and poor. The tag of ‘Maybe-link’ is not
undeserved. If the newcomers can come in with
newer, better networks and can offer services of
higher quality, Mobilink will be in trouble.

Atwo pronged strategy, from the newcomers, could
be effective in this market. For the mass market the
new comers could offer a prepaid card that is com-

titive with the existing players, but offers a“‘special’
or the first few months to entice new customers and
encourage some of the existing customers to switch.
But it sﬁould have better service quality than the
product of the existing players. Since the new players
are likely to have }%'éﬁer costs initially, than existing
players, making it competitive, with an initial ‘spe-
cial’ offer, should be more than enough. Let the
existing players compete or lose markets. In the sec-

ond time period, say a year or two down the road, the -

players can look and see if they need to undercut the
incumbent.

The other prong of the strategy, for newcomers,
should be about high-revenue customers. There does
seem to be a market in Pakistan now for customers
who want higher quality and a variety of products

“their personnel ini'the fields.'A'company could dé-'
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Company specific products and
packages could be looked at as
one way of approaching niche
marketing.

that reduce their cost of transactions, and are willing
to pay for them. These customers would like ease of
payment, national and international coverage, and
integration of mobile telephony with mobile com-
puting. This market is almost ready for explora-
tion. As newcomers strive to establish their repu-
tations of being a quality provider, this market
will be very important for them. Even company
specific products and packages could be looked at as
one way of approaching niche marketing. To just

take one example, all newspaper and television com-
" panies have special needs/for comhiunication witht:

velop a generic product that could be sold to all or
most of these companies. It is true that this sort of
product development is still a little while away, but
newcomers can explore the possibilities and see what
comes out of it.

The problems for PTCL are different. PTCL, when
it was Telephone and Telegraph (T&T) department,
was pretty bad. The running joke at one time was that
ifyou apﬁ)lied foratelephone connection, your grand-
son might have a chance of getting the phone, if he is
lucky. People used to go through all sorts of hassles
to get a connection, to get repairs done and so on. All
of that has thankfully changed. PTCL has modern-
ised itself. Technology changes, in the form of

. digital exchanges, fibre optic cables, satellite con-

nectivity, and wireless technology have revolu-
tionised communication technology completely.
With faxes, computers (internet and E-mail) and
mobile telephony, the options have multiplied. PTCL
has kept up with most of these changes, but with a
lag. And, more importantly, because of their mo-
nopoly position in local telephony, they have contin-
ued to enjoy substantial monopoly profits and mo-
nopoly slack. :

But all of this is going to change over the next few
years. Their monopoly is already gone and we have
companies coming in local provision as well. As the
international dialing market also opens up, PTCL
will have to shape up even more. Eventually PTCL
survival, in this rapidly changing field, is going to
depend on its ability to keep pace with technological
change and by offering customers competitive, qual-
ity products. PTCL has the advantage of being an
incumbent, with tremendous knowledge of the local
market, as well as an established network. But it
continues to have an overhang of the T&T depart-
ment and public sector mentality too. PTCL’s future
will depend on its ability to battle the overhang and
get rid of it before competition forces it to get out of
business.
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We are already seeing advertisements on the tel-
evision, from competition, that are making fun of
PTCL’s corrupt practices. The lines-man who brin,
the demand-note asks for money for his‘mithai’. This
is hard marketing. But it does tap into a perception
and a reality about PTCL, both of which PTCL has to
fight and get rid of. How well PTCL does it will
determine its future. .

Adam Smith, in his The Wealth of Nations, had
pointed out that whenever people of a trade get
together, they hatch schemes against public interest.
He was a keen observer of business and human
psychology. This is also clear from his very powerful
and interesting notion of ‘self-interest’ driving most,
things in an economy. And we have seen this borne
out again and again in the interest group activity
at industry level that has happened in Pakistan.
APTMA, sugar lobby, automobile manufactur~
ers lobby, vendor lobby, and the cement manu-
facturers are all examples of such self-interested
groups. The guardian of public interest has to be the
government and regulators appointed by the gov-
ernment. But we know regulatorsin Pakistan, whether
it be NEPRA, OGRA, PEMRA, PTA or any other,
have been very weak, do not have the capacity for
such regulation, and do not have the requisite sup-
port from the government. So most of these groups
getaway with murder most of the time. If this contin-

-ues to -happen in telecom as_well, as it has so-far,
despite the increase in competition we might not see
the expected increases in quality and reductions in
prices (cement is an excellent example in this regard).
So PTA needs to be strengthened substantially by the
government if it is serious about safeguarding public
interest.

One saving grace, for sometime, could be that since
the game in telecom is being played by incumbents
and newcomers, where the newcomers have to get
some market share to become profitable, unlike the
game mostly in incumbents that happened in ce-
ment, development of cartels and other conspira-
cies against public interest might take some time
irrespective of PTA presence or absence. But in the
medium to long-run, there are no ways around
strengthening of PTA if public interest is to be pro-
tected in the sector. Markets do not function well
under oligopoly condition and telecommunica-
tion, despite the technological and other changes,
is the quintessential example of an oligopoly
market.

Students of economics, industrial organisation and
management should keep a keen eye on the develop-
ments in the telecommunications field. It will pro-
vide them with excellent examples of good and bad
moves, good and poor strategies, responses as well
as forward-looking behavior. The games of newcoms-
ers versus incumbents, the game of mobile providers
versus landline ones, the game for new customers
versus fight over existing customers. All of these
games, a necessary part of evolving market struc-
tures and sign of a healthy sector, will provide tre-
mendous learning opportunities for all players in-
volved and keen observers. As more sectors are
opened up for competition, including the market for
television networks and media, these games will be
played there too, and managers who learn the les-
sons from one sector well could become an important
resource for other sectors as well.
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