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‘Expansion planwould
depend on spectrum prices’

Russian conglomerate Sistema has had a tough ride in the Indian telecom sector since its entry in 2008.
Sisterna Shyam TeleServices, its Indian am, saw the Supreme Court cancelling all its pan-India permits for
alleged irregulaties in spectrum allocation in 2008. DMITRY SHUKOV, the new chief executive for Sistema
Shyam, which markets CDMA services under the MTS brand, speaks to Surajeet Das Gupta and Sounak
Mitra about the company’s plans. Edited excerpts:

It was atoughride for Sistema
in India. And, you came when
thecompany had to start
afresh, replicating a trimmed
model. Howdifferent isthe
strategy now, considering the
competition hasincreased?
We decided to con-
tinue, as we think
this market isimpor-
tant for us. We also
took time to neu-
tralise our business,
kept our people and
team intact, We were
undecided about the
next course of action
for about a year. Now, we clear-
ly know we would continue.
However, [ think the Indian
market is bound to go through
consolidation. Nationwideorin
any particularterritory, the exis-
tence of 10 or more operators is
not feasible. Thisisatough mar-
ket, and the efficient use of spec-
trum is important. The market
would eventually consolidate to
three to five operators, pan-
India.

What would be the focus now?
The voice market is flat. Also,
CDMA gives better seamless
data connectivity than GSM net-
works, Hence, we have decided
to focus on data.

But how would you compete
withthe incumbent 3G
services, the Longterm
Evolution(LTE) servicesthat
have already beenlaunched
Airtel and MukeshAmbani's

DMITRY SHUKOV

(£0, Sistema Shyam
TeleServices

ence. This is more cost-efficient
as well. Where we need one base
transceiver station, other spec-
trum bands woulkd require three,

Do you have enough spectrum
for Revision B (Phase-11)?

We are waiting for
the rthird carrier
(block 3 of .25 MHz
of spectrum). We
have already written
tothe department of
telecommunications
and also sent a fol-
low-up letter on
August 21, We would
need at least S MHz of contigu-
ous spectrumto unlockthe val-
ue of LTE. But we could start
withjust three carriers (Revision
B Phase-11). The effect would be
quite the same like LTE. We
know other players are launch-
ing LTE. And, we would launch
voice-over LTE. Our future
expansion would depend on
spectrum prices, We would
expand inothercircles. But that
would depend on spectrum
pricing and guidelines on spec-
trum sharing. The government
has already started discussions
on spectrum sharing. A lot of
clarity Is needed in policies,
That would make decision-
making easier. We would
require more spectrum for LTE.
Currently, our target is to get
more spectrum. But it all
depends on spectrum prices,
which is a long-term plan.

Whendo you planto rollout

Reliance Jio,set to to roll out
carly next ycar?

We are planning to launch
Revision B (Phase-II). This
would offer much faster data
connectivity. After this, we
would provide competitive serv-
Ices, which would give speeds
of up to 10 MB a second.
Revision B (Phase-II) is actually
classified as 3G/CDMA.
Spectrum in the low band is
alwaysbetter and we have spec-
trum in the SOOMHz band. Our
Revision B is far superior, espe-
clally the in-building experi-

Revision B (Phase-11)?
Launch of Revision B
(Phase-11) would not
be tough. We just
needtoupgradethe
software, We intend

to start rolling out
Revision B(Phase-

IT) before Diwali.

We are the first
operator in the
world to launch
Revision B
(Phase-II) in
Jaipur. The expe-
rience is very posi-

tive. Typically, the Revision B
(Phase-II) user is a heavy data
user.

Howlong willit taketo give the
Indianbusiness a proper
shape, considering you had to
start afresh once more. Don't
you plan to be pan-India again?
Currently, our strategic target is
to break even. We have revised
our plans and tightened our
budgets to reachthistarget. The
market situation is also not
good, especially with severe
depreciation of the rupee
against the dollar, We have also
reduced our marketing budgets
substantially from what we have
spent the year before the imme-
diate past year. Now, as we are
present in just nine circles, we
are coming out with more
localised advertising and
focussing on localised content.
At the moment, we would focus
on these nine circles, Our future
expansion would depend on
government policies and spec-
trum prices.

For full interview, visit
www. business-standard.com
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MTS to offer local, STD Calls for 10 Paisalta

MTS to offer local,STD
calls for 10 paise/minute

Telecom service provider Sistema Shyam
Teleservices, which operates under brand
name MTS, on Wednesday announced a new
plan for local and STD calls within its network
for 10 paise per minute. The company will also
offer local and national SMS for 10 paise under
the same plan. “We have specially designed
‘Return of 10 paisa’ initiative to empower our
customers with the freedom to talk more and
stay connected with their friends and business
associates,” MTS India chief marketing and
sales officer Leonid Musatov said.
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Threemobile
operators whose
licenceswere
cancelled areback
withabang. What
have they doneright?

By Anup Jayaram

ROUND THIS TIME, LAST YEAR, as the Indian telecom
sector was lurching from one crisis to another, specula-
tion was rife. Would the three mobile service provid-

ers — Sistema Shyam Teleservices (SSTL), Uninor and
Videocon Telecommunications (VTL) — whose licences
had been cancelled by the Supreme Court (SC), stay in
India over the long term? Three others had pulled the
plug on their Indian operations soon after their licences
were cancelled.

However, SSTL (in which Russia’s Sistema has a 56.68
per cent stake, with another 17.14 per cent held by the
Russian Federation), Uninor (74 per cent stake is owned
by Norway’s Telenor) and homegrown VTL were clear
about staying the course despite pressure from investors.
While Sistema had already invested $3.6 billion, Telenor
had put in $3.1 billion.

Just before the licences were cancelled in 2012, the
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RANJAN BANERIJEE, HEAD OF
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Acquired spectrum for Rs 3,639 crore
(eight circles)*

Circles (teledensity): Delhi (206.51),
Gujarat (87.23), Karnataka (91.24),
Kerala (96.09), Kolkata (69.43),
Rajasthan (70.85), Tamil Nadu (108.17),
UP West (56.83), West Bengal (69.43)

Achieved breakeven in: West Bengal

)

Total subscribers: 10.12 million

*The Rajasthan licence was not cancelled

three operators had, between them, 60 million subscrib-
ers across 18 circles. Today, that has fallen to 44.4 million
subscribers (May 2013) across 15 circles. That is just 6 per
cent of the 758 million mobile subscribers in the 15 circles.
Besides, the number of licences has also gone down from
4310 21. Yet, the three operators have risen Phoenix-like
from the ashes of the 2G scandal.

Nine months after the GSM spectrum auctions, Uninor
has broken even in three of its six circles — UP East,
Gujarat and Andhra Pradesh. SSTL has broken even in
the West Bengal circle less than six months after the 800
MHz auctions, while VTL is close to achieveing breakeven
in Haryana. Uninor hopes to break even in all circles by
end-2013, while SSTL has set itself a target of end-2014.

Essentially, the operators have done in a few months

what incumbents took years
to achieve. How?
( First, the new operators
slashed costs to the bone.
It began with selective
bidding. While earlier they
had national licences, they
operated in only 10-15
circles. Now, the three only
have a regional presence.
Uninor bagged spectrum in
six circles for Rs 4,018 crore;
Videocon (six circles) for
Rs 2,214 crore and Sistema
(eight circles) for Rs 3,639
crore. SSTL's Rajasthan
licence was not cancelled by
the SC.
Starting operations much

YOGESH MALIK,
CEO, UNINOR

Acquired spectrum
for Rs 4,018 crore (six
circles)

Circles (teledensity):
Andhra Pradesh (77.19),
Bihar (45.72), Gujarat
(87.23), Maharashtra
(88.56), UP East, UP
West (56.83)

Achieved breakeven
in: Andhra Pradesh,
Gujarat, UP East

Total subscribers:
31.99 million

Photographby Sanjay Sakaria £ Tribhuwan Sharma

after the incumbents has bestowed the operators with
| some advantages. They did not have to set up a tower in-
frastructure. Instead, they installed their base transceiver
stations (BTS) on existing towers. That helped them
maintain parity between price and cost per minute. A
telecom consultant explains that if operators can control
cost per minute efficiently and get a price per minute to
sustain the cost, the equation works.

While bidding, these operators focused on three key
parameters: existing population coverage, current tele-
density and revenue potential of the circles. While SSTL
| and Videocon networks cover 43 per cent of the popula-

tion, Uninor covers almost half. Similarly, the nine circles

in which SSTL has a presence account for 49 per cent of

India’s telecom revenues; Uninor (37 per cent) and VTL

(28 per cent).

Both Uninor and VTL have acquired spectrum in four
common circles — UP East, UP West, Bihar and Gujarat.
| The reasons are not hard to find. While the national mo-
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ARVIND BAL!, DIRECTOR AND CED

VIDEOCON TELECOMMUNICATIONS

Acquired spectrum for
Rs 2,214 crore (six circles)

Circles (teledensity): Bihor (45.72)
Horyana (74,31 ), Gujorat (87.23)
Madhya Prodesh (88.56), UP East

UP West (56.83)

Achieved breakeven in: None os yet
Total subscribers: 2.28 million

bile teledensity is 70.85 per cent, Bihar is at the low end
with 45.7 per cent, while India’s most populous state Uttar
Pradesh records 56.8 per cent. Also, these four circles
account for a fifth of the country’s telecom revenues, while
their base price was just 12.8 per cent of nation-wide base
price for spectrum. Says Arvind Bali, director and CEO,
VTL: “We have focused for now on the Hindi belt. But,
ves, we plan to be a national brand.”

SSTL s present in circles that have a higher teledensity.
That'’s because it is targeting the data subscriber, unlike
Uninor and VTL, which are still largely focused on the
voice subscriber.
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The focused bidding has ensured operators break even
faster. Operators have used a variety of means to cut oper-
ational costs. Says Yogesh Malik, CEO, Uninor: “Our costs
per minute are 30 per cent lower than that of incumbents.
In the best circles, it could even touch 40 per cent.” Malik
points out that the antennae and automated algonithms
that Uninor uses allow it to carry 30-40 per cent more
traffic than incumbents with the same spectrum. Malik
explains Uninor’s logic by saying that it wants to be sahse
sasta with profitability.

While a telecom consultant claims Uninor is a prepaid
discounted voice player, it does offer prepaid 2G data
plans that allow subscribers to browse and access social
networking sites such as Facebook on their phones

Malik points out that Uninor has managed to find an
operating model with zero debt and profitability. Asa
result, it can fund expansion with its own revenues. This
is due to the fact that Unitech (erstwhile partner in the
venture) was denied finance when banks stopped fund-
ing the sector. Expansion was funded purely by Telenor

Whle Uninor 1s Iocused on voice, S5 1TL 1S Detting
on riding the data revolution. Currently, SSTL leads all
operators, with 35 per cent of revenues coming from
data. Says Ranjan Banerjee, head of strategy, SSTL: “We
optimise the cash that we need for operating circles and

maximise footprint in terms of data potential. Since we
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