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Craig Skinner 

Hello to everybody.  It's getting closer to wrapping up the morning session.  We've 

got the debate this morning, discussion talking about wholesale carrier [value], cost 

versus quality; so what's happening in the wholesale services and where are things 

going within this part of the industry. 

I wanted to set the scene, first of all, with looking at some of the global 

communication trends, which I think everybody is very familiar with, so I'll just touch 

on these briefly.  Some of the more important ones, it's just the rise of the number of 

connected devices.  So if I look at the number of devices per user in a country, that's 

rising up, the number of connections per user is above one in most developed 

countries and it's increasing rapidly and we're still adding different devices that we 

can add in there.  But it's more and more content is accessible, it's online, it's available, 

it crosses multiple devices.  It needs to be managed by somebody, whether it's by the 

enterprise or by the telco, to be able to allow that alignment and the content that's 
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purchased from one location to be available and accessible across these multiple 

devices.   

And we're seeing coming into a bit more of the wholesale side, the growth of 

outsourcing, horizontal specialization, lean organizations that focus on the core 

business value that they add and then outsource what they see as more the commodity 

parts of their business where they're not adding that extra value.  And it's a bit of an 

intention shift away from just that pure revenue growth to more of a looking at the 

margin growth, so not just, basic, what's the revenues that you're getting but what's the 

actual profitability that you're making on your customer base.   

And, of course, wholesale service supports the retail service.  So what happens on the 

retail side is going to impact what's happening on the wholesale side.  I think we all 

know the story of mobile and mobile broadband and the impact that that's having; the 

growth and the growing pains that are associated with that.  The growth of video 

services; if we look at the shift from broadcast video to online video that's available 

how do we manage that, how do we distribute that, how do we contain some of that 

bandwidth growth and manage that in an economical and efficient manner.  But then 

it's not just the video services.  There's a whole diversity of different transactions with 

different requirements, whether it's the real time services which are very high value 

transactions that need that high quality of service.  So there's a whole mix of services 

that need to be provided in the network to end customers.   

So if I look at again some of the big trends, if I look at what's happening with voice, 

we all know that voice has been a traditional source of revenue but that's been 

decaying over time.  We've had the substitution from fixed to mobile and mobile has 

helped to grow the pie a bit.  But it has also taken a lot of that away from the fixed 

services.  We've had the growth of the Over-The-Top voice and Voice over IP and the 

threat that poses on the traditional telcos.  Voice is not something they can rely on for 

their revenue source anymore and they need to look to other sources of services to 

replace their revenue.   

If you look at IP transit and peering, there's been huge declines in the prices that paid 

for IP transit.  We've seen some changes in IP peering, some examples from the end 

of 2012 where some large providers like Level 3 looked to change the basis on which 

they provided IP peering.  They are moving, for example, away from a pure volume-

based traffic to looking at more of a bit-mile basis.  They're looking at how do you 

measure the value that you're providing as a peering service.   

And if I look at access, access on a domestic basis has been changing quite rapidly.  

Now we've had introduction of competition through local loop unbundling.  We've 

had governments get involved and push and promote national broadband networks 

and fibre rollouts.  And, of course, coming back to the mobile broadband side, we've 

had this continued growth in the wireless access.   

 

But from a wholesale perspective it's traditionally wholesale has been a bit of a 

commodity service.  How do you start to differentiate that?  What sort of services do 
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you look to provide to support the retail businesses and what sort of partnerships are 

being provided as well.  And particularly, as you move away from just providing a 

pure connectivity service, let's start to look at different parts of the value chain.  It's 

harder for one organization to provide services across the whole of the value chain.  

So if you're starting to look into content acquisition and distribution and other types of 

services, you perhaps need to start to partner and so look at outsourcing and 

wholesaling arrangements for these.   

And some of the customers don't want to become -- provide these services in house.  

They want to be a lean operation, focusing on the business, focusing on selling the 

services and look to a wholesale provider to provide the core services for them.  So I 

mentioned about the value chain.  There's many opportunities to move into different 

parts of the value chain and to move away from that basic connectivity to provide a 

greater range of services, whether it's looking at content, bringing the content together 

or providing the content, or looking perhaps at some of the billing services or more of 

the service provision and higher levels of the value chain.   

So innovation doesn't end in the retail sector but there is innovation in the wholesale 

side of it as well.  Some of what I'll try to draw out with the panel discussion here is 

what are the opportunities for the wholesale providers to get in and provide some 

innovative services to their customers and to differentiate.  How can they look at some 

of this content handling, how do they support the next generation mobile services and 

how do you provide these services to the retail businesses.  Do you customize these, 

do you make them configurable and flexible, or how are those interfaces managed.   

So that's the presentation, background briefing.  I will now introduce the panel 

members.  First of all we have Andrew sitting there on the left who is the COO of the 

Global Telecoms Markets with BT.  We then have Mr. Yulianus the Division Head, 

Bundling and Pricing with Indosat and so he'll be able to give us some perspectives 

there as the direct wholesale provider.  We have Nils Kleeman, the Head of Mobile 

Broadband Solutions with Nokia Siemens.  So I'll be asking him a little bit about what 

are some of the mobile operators looking for in terms of some of the international 

connectivity or international services.  And then on the right we have Passakorn 

Hongsyok -- and I'm sure I've mispronounced that -- who is the Department Director 

of International Business with UIH.    

So I might just open up the first question, maybe with Andrew from the perspective of 

what you've seen.  We'll start with voice first of all, then we'll move into other 

services.  How have you seen the voice market changing on a global basis? 

Andrew Dodsworth 

Well I think the voice market, as most people know, has seen underlying prices going 

down rapidly year on year, whether it's been forced in by commercial competition or 

regulatory actions.  We've got to a point now where, with a very few exceptions, 

typically an international wholesale minute is around about 5 cents or less.  In many 

cases we're talking about 0.25 cent, 0.5 cent as we're moving into LRIC based costing 



APAC Summit NetEvents 

Phuket, Thailand - February 20th - 21st, 2013 4 

type models.  And basically you're at a position where voice is pretty much a total 

commodity.   

What we've also seen though is in many cases the mobile operators, deciding that this 

is a market in which they want to play on a wholesale basis as well, which I must 

admit I find somewhat challenging because the margins are so thin it is absolutely a 

scale game, so we've gone to a situation where you can now get pretty much the best 

possible quality at a very low price.  But actually you're also in a situation where -- I 

don't know if anyone here has looked at the price they're going to be paying if they 

make an international roaming call, but if I want to call back to the UK it's going to 

cost me $1.8.  So equally I know the very same call, that I will have sold in the first 

place, has actually gone for about 0.6 of a US cent.  So I think we've got to a situation 

where a pure commodity is not being sold at commodity price and is actually now 

restricting the take-up of the service simply due to the very, very high margins that the 

mobile operators are making.  And if think if we're looking forward we're looking at 

new models of doing business and this is one of the things that we've absolutely got to 

address. 

And I'll say now, and I think we'll come back to it, data roaming is even worse.  I can't 

understand why it's going to cost me $7.2 per meg to roam, but that's what it's going 

to cost, because it costs me but it's not actually costing the mobile operators anywhere 

near a fraction of that to provide the service.  And so probably, like an awful lot of 

other people, my data roaming's off and I'm delighted that we got free WiFi.  And by 

the way I am making lots of voice calls but I'm doing them on Skype. 

Craig Skinner 

That's a very good point.  I think a few regulators have been very interested in that 

question, that disparity between the costs and the retail price, but unfortunately 

because it's the multi-country agreements, it's often hard for a regulator to step in 

except obviously off in the European case where they've got the multi-country 

jurisdiction and can enforce rules within that area.   

But I think a very good point is that you brought up, and I'm sure a lot of us are doing 

that, turning off the data roaming and when we want to make a voice call using the 

WiFi connection to connect back over and make these voice calls.  And then that's 

missed revenue opportunities for both the domestic operator and our home operator 

that are missing out on. 

So I might ask Mr. Yulianus, what do you see -- that threat of the Over-The-Top 

operators coming in, how can the operator adjust and combat that, either at the retail 

or at the wholesale level? 

Mr. Yulianus 

Yes.  In the situation in Indonesia where most of the mobile operator now begin to get 

more focused in providing the data services, most of them has mentioned clearly that 

their strategy is to get more aggressive in selling the data services.  It drives the 

demand for the wholesale business, of course.  As Indosat also do both; we do the 
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retail business and we do the wholesale business.  But what we are doing now is, still 

have two different strategy, but we are trying to have some balancing of two of them.  

So as the international -- originally we are international service provider.  We provide 

-- we see some increasing demand in IP transit, things like that, and also from the 

mobile operator perspective that they also have some requirements in the backhaul 

network infrastructure for them to connect their radio access network to their switch.  

Then we see lot of opportunities in here.  Probably I can say that we have very 

significant revenue from the wholesale segmentation. 

Craig Skinner 

And you're touching there a little bit on the domestic wholesale services.  You're 

actually providing in-country backhaul for mobile operators? 

Mr. Yulianus 

Yes, at the moment, but we also are looking at other opportunities in bundling the 

service with the other value-added services, so not only the basic connectivity to 

provide for them. 

Craig Skinner 

Now that, I suppose, leads on to a question for Nils.  In terms of the mobile operators, 

and particularly perhaps some of the new entrants who come in and don't have their 

own fixed network infrastructure, so what sort of wholesale services, either domestic 

or international, are mobile operators looking for and how does that change going 

forward with the introduction of a capability like LTE? 

Nils Kleeman 

Let me answer a bit broader.  I think it's a realistic approach, wholesale operators in 

certain countries and just purely from the cost efficiency point of view.  So of course 

when you run a wholesale network, you don't have only your own services, you really 

are serving several operators or MVNOs nowadays.  And, of course, you can ask, 

beside more using this network because you have more load on the network because 

you have more partners, why should a wholesale operator be able to provide perhaps 

even a better quality.  I think it's a simple answer; because it's their business, given the 

fact of course that they're not competing in the same market with their partners.  

LightSquared in the US was one good example for LTE, especially here where they 

said we will not compete with our partners in the same market. We just fully focus on 

wholesale running this network.  We own this network and we provide you services 

based on certain KPIs.  So because it's their business, and also looking to the title, 

how to boost the ARPU, then certainly they also have a better focus on efficiency and 

also on quality.  And, with better quality, certainly also you can reach more customers, 

end users for your partners and by this, hopefully, you can increase the ARPU 

because they get more service because they don't have, don't know, coverage shadows 

or whatsoever; indoor coverage is a big issue, for instance, as one example.   
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So I think -- I'm a strong believer that wholesale will have a future if the industry is 

already ready for that, because it is, of course, a big move to give this, your luck and 

your business, to a wholesaler as a partner.  So but I think just from the economy of 

scale we will see this because we cannot afford -- there are now 10, 12 different 

operators, from a telco perspective, in some countries.  Good example is Indonesia; 

there are I think 11 operators there.  Can they survive from the economy of scale?  

Would they for instance love that an investor comes from outside, buys one network, 

improves it, puts a lot of load on this, makes a fantastic quality, and all these operators 

today which are smaller can perhaps use this infrastructure. 

Andrew Dodsworth 

And I think wholesale means lots of different things.  It goes everything from the mast 

sharing, which actually allows you to then get better coverage, better quality, all the 

way through to the actual services you're providing and whether that's content, 

whatever it might be.  Wholesale is an extremely broad term.  And it's effectively 

relating to how far does the operator want to be in the entire supply chain.   

Nils Kleeman 

That's a big -- absolutely, good point.  I mean wholesale can be just the transport 

network, it can be really, as you say, including running the whole show and an 

MVNO is just selling SIM cards. 

Craig Skinner 

That is a good point.  There is a lot of different options there for the wholesale 

services for example the mobile, whether it's just the mast sharing, there's the 

infrastructure sharing, live active infrastructure sharing, there's spectrum sharing.  

How does that work going forward?  And you've got cases where you've got 11 

operators who are going to struggle to get that scale.  How do they look to contain 

some of their costs and some of those sharing options?  It might be quite -- 

Andrew Dodsworth 

And it even goes further than costs.  You've got operators who have got the licenses 

based on certain undertakings to give certain degrees of coverage, market penetration.  

For instance in India today where some of the operators have got licenses in multiple 

circles, there is absolutely no way they can actually deliver their commitment unless 

they share.  So how do they share?  Do they share on a commercial relationship with 

their competitor, or do they share with their competitors forming some sort of 

wholesale alliance or even wholesale company, or jointly going to outsource to a third 

party who will actually run that service for them? So you've got the multiple angles; 

you've got the commercial angle, but actually sometimes to get a license the 

obligation is such that so much has to be done in such  a short period of time that there 

is no way that a carrier can do it all on their own. 
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Craig Skinner 

And Passakorn I might ask you, so from your perspective and where you sit, the 

wholesale services that you're providing for your customers and what they're asking 

from you, how do you see that changing over the next year or two? 

Passakorn Hongsyok 

Because of the background of the business we're doing -- we are pure retail players in 

Thailand.  We just acquired international license in the last two years and we're 

opening up to international operators.   We do see a lot more wholesale coming in on 

our way.  We used to do a lot on retails where you get pretty high profit margin like 

30%, 40% margins.  On the wholesale level you're looking at 5% and the contract is 

only 12 months.  So it's a tough decision to make.  But it's really nice for the owner of 

the company to see that bottomline revenue growth -- topline revenue growth.  When 

you look at the bottomline not that much of [whole] margin there.   

But on the other hand we are able to -- because we could do both wholesale and retails, 

it give us more a complete player.  You can buy us at a wholesale level and we also 

sell you at a retail level.  You sell your white label brand and you use your own brand 

to advertise, that's fine.   

And also another thing is that opening up for us is because of the positioning of 

Thailand itself we have become more or less a wholesale -- I can't say whole -- I agree 

with that; wholesale has very different meanings.  But we have become border to 

border players by nature.  We start getting customers asking from Laos to Malaysia, 

Cambodia to Malaysia, that kind of things.  And we do not necessarily sell actually to 

the end users.  Some operators got a contract, buy it from us and mark up and re-sell 

again, so that's okay.  Maybe that's their customers; we have no way to touch it.   

So I don't know if I answered your questions, but I do see, for us, because we have 

almost zero percent market share in wholesale, so we do see what's growing there.  

But the risk is you probably get $100,000 contract this year which you have 50% 

chance of losing it next year and you have to recoup all that.  On the other hand we're 

still happy with $10,000 contract but five-years' contract.  And that's still happening 

for us.   

So, yes, it's growing.  And also wholesale on border -- on international level, that has 

become much open market.  Also because of the broadband penetration in the 

emerging countries, in Laos, Cambodia; especially in Laos, I do see that's really 

expanding.  But Cambodia the market itself is expanding but that's not -- we really 

can't capture anything much because it's really [indiscernible] [territory] at the 

moment. 

Craig Skinner 

Yes, thank you.  I might, just keeping an eye on the time there, start to open up to the 

floor.  If there's any questions that people have that they want to ask from the floor?  

One down in the front here. 
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Anthony Caruana - Technology Decisions 

Thank you.  Anthony Caruana of Technology Decisions Australia.  I don't think 

carriers have got any desire whatsoever to address the cost of roaming.  It's a zero 

gain game for them to make it cheaper.  Governments have tried it through regulation.  

The Australian and New Zealand governments made an announcement about two or 

three weeks ago that they are going to try it again, so at least do it between those two 

countries.  And Vodafone is a global telco.  They don't let -- they make it a little bit 

cheaper, but they don't allow even global roaming for customers within their own 

networks.  Are we just stuck in an impasse?  Do we have to wait until we all live in 

the Star Trek universe where it's global government and everything works nicely or -- 

if governments can't enforce it, telcos won't do it because they're making lots of 

money.  What's going to make it actually change? 

Andrew Dodsworth 

When the telcos have lost so much of the residual market share they had that basically 

the opportunity to maybe cooperate, maybe work alongside the OTTs has gone.   

Anthony Caruana 

So for the next 20 years we're all just going to pay $20,000 a gigabyte for mobile data? 

Andrew Dodsworth 

So there's choice.  If you look at your high-value customers -- who may well be your 

roaming customers, they're certainly often the customers who have got a higher 

disposable income and could use the services -- don't roam and get used to using OTT 

options throughout, maybe they'll start using those OTT options at home as well.  And 

so actually, throughout the mobile operators always saw it coming with 3G, which is 

that they would end up simply as a [bit-byte] provider, may happen, but not just in 3G, 

but it could happen in 4G, in LTE.  So you may very well be right that nothing 

happens with roaming charges, but then what's a mobile operator going forward in the 

longer term? 

Anthony Caruana 

How far are we from this actually being easy because for users until it's actually just 

invisible and you pick up -- 

Andrew Dodsworth 

I agree. 

Anthony Caruana 

Is that a block? 
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Anthony Dodsworth 

So one of the things I've been wondering about, and I don't have any evidence or 

knowledge of this, is at what point does the device rather than the app actually make 

the decision.  Already you've got apps which can look at your content, context and 

can decide how to make that call.  And if the app just says well actually I'm just going 

to use an OTT provider -- unless there is no other option and therefore for me as a 

user I don't have to worry about it -- then maybe they will change.  But until there is 

some sort of stimulus to drive the change, that the high profits that they are making on 

the limited customer usage of roaming starts to go away, I don't know.  I try to have 

this discussion with multiple people in senior positions in multiple [molos] worldwide 

and it's very difficult to see beyond today's margin. 

Craig Skinner 

And I think that's a very important point that Andrew raised; it's what is the pressure.  

And we know that governments aren't really in a position to do anything because it's 

multi-jurisdictional.  But from the mobile operators' side, they're still earning good 

revenues today.  When you've got sales people and product managers who've got 

quarterly KPIs, so they're not worried about the long term because they might not be 

in that position, so they don't want to give up today's revenue for some long-term 

strategy.  But it really comes down to that commercial pressure as more control is in 

the end device and your Kakao Talk, and various other apps that are out there, sits on 

the customer's device and makes -- that seamless connectivity that you're talking 

about is provided by the app, and that control is being taken away from the mobile 

operator and revenues are lost to the mobile operator. 

 I think the question today is why are people still paying these high prices.  Why are 

they still -- the mobile operator is still earning this high revenue.  And so long as they 

are, they're not going to change.  And we've got some reports of those and we've done 

some estimates of what the operators have lost.  But I don't think the real value there 

is what they've lost, but how come are they still earning those large revenues when 

there are other options out there.  And until that commercial pressure is there, they're 

going to hang on for as long as -- 

Andrew Dodsworth 

We don't seem to be able to get into that debate about the foregone profit and the 

revenue opportunity.  It's about protecting what you've got, not what you could have.  

Now I don’t know where the price elasticity inflection point is for everybody in this 

room, but we all have one.  The question is how can this community convince the 

operator community that the inflection point is at such a position where they will gain 

as well as us, as users, gaining.  And do you know what, if we get that right, then the 

likes of Skype, Google Talk etc,, then they've got the problem rather than the mobile 

operator having the problem.   

But the way today, the dynamics are working, I'm with you; I don't know what 

changes until something fundamentally changes.  And it could be the device or it 

could be another killer app or it could be -- I don't know what happens when you 
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arrive at a Marriott hotel and they saw would you like to download our Marriott full 

service app which is going to include free phone calls internationally.  I was in a hotel 

in Slovenia not long ago where international phone calls were free because they were 

all going over Skype. 

Craig Skinner 

And I think that's one of the things we find very interesting working in telecoms is we 

live in a world of uncertainty and we don't know how things are going to change and 

what's going to happen.   

But one thing I do know is that we have run out of time unfortunately so we'll have to 

wrap up here.  So if you'll join me in thanking all of our panel members.  Thank you.   

[End] 


