
Introduction

Sincethethirdwaveofdigitalization,telecommunicationshasbecomethefifthmost
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Abstract

TheThaitelecommunicationsindustrypresentsacomplexcommercialenvironment,yetithas

exhibitedthebestperformanceofalltheASEANregion・stelecommunicationsindustries.Althoughthe

contributionoftelecomservicestoThailand・snationalGDPissmall,thegrowthratehasbeensubstan-

tiallyincreasing.Themobilesegmenthasexhibitedthestrongestgrowth,followedbytheInternet

segmentandthebroadbandsegment.ThispaperaimstoclarifytheorganizationofThailand・stelecom-

municationsindustryandtodescribethevaluecreationopportunitiesandinter-corporaterelationships

amongallindustrialplayersbyutilizingfield-workinterviews,case-studymethods,andalsosecondary

datafromNBTCsurveyreports.Themainfindingsaresummarizedasfollows.First,theThaitelecom-

municationsindustryoperateswithinthecontextofpyramid-shapedindustrialorganizationandhier-

archicalgovernancestructure.Thishierarchicalstructurerevealsthateachtier・splayersperform

specifictasksandcreateparticularvaluesaccordingtotheirfunctionalspecialization.Theplayersin

theThaitelecomindustrycanbedividedintoseventiersincluding（1）theregulator-tier（NBTC）,（2）

theprinciple-tiertelecom operators（AIS,DTAC,andTrueMove）,（3）thevendor-tiermulti-national

corporations（MNCs）,（4）thefirst-tiermaincontractorcompanies,（5）thesecond-tiersubcontracting

companies,（6）thethird-tiersubcontractingteams,and（7）thesupplier-tier.Second,theeconomic

valueoftasksreflectstheunderlyingcompetencesandcapabilitiesthatarethefundamentalsourceof

competitivenessofeachtier・splayersinthisindustry.Notonlystrengtheningcompetencesandcapa-

bilitiesforcompetitiveness,alltheplayershavetomanagechallengesorrisksofeachtier.Third,

inter-corporaterelationshipsarebasedonbothverticalandhorizontalaxes.TheThaitelecommunica-

tionsindustryfunctionsasaverticalintegrationsystem;whereinthedegreeofexplicitcoordinationis

highandalsothedegreeofpowerasymmetryishigh.Theindustry・scoordination-richorganizational

capabilityensuresthepresenceoftwoimportantcomponents;asystemofchecksandbalancesalong

thechainofcommandaswellasanefficientandaccurateofeachparticulartransactionbetweenthe

principle-tierandthefirst-second-thirdtiers.

Keywords:pyramid-shapedindustrialorganization,hierarchicalstructuregovernance,vertical-axis

andhorizontal-axisinter-corporaterelationships,valuecreationopportunities



necessarytypeofsupportinourdailylives― afterfood,housing,clothingandmedicine.Tele-

communicationsusuallytakesplacebymeansoftwocriticaltechnologies:mobilephonesand

Internetconnectivity.Theindustryhasbeenexperiencingsignificanteconomicgrowth,employ-

mentcreation,andresearch&developmentleadingtowardanevermoreintricateinformation

andknowledge-basedsociety（WorldBank1994;Donyapreuth2001;ITU 2014）.Teledensity

servesasthechiefmeasureoftelecommunicationsservices・developmentanddistributionto

users.Thismeasurecomprisesseveralkeyvariables:thepenetrationratesoffixedtelephone

subscriptions,mobilecellularsubscriptions,fixedbroadbandsubscriptions,andInternetuse.

ThemeasureispositivelycorrelatedwithpercapitaGDPofthegivencountries.Investmentsin

telecommunicationsinfrastructureare,quiteunderstandably,importantforeconomicdevelop-

ment（Hossain1999and2001）.TheThaigovernmentstartedtofocusontelecommunications・

rolesinthecountry,particularlyontelecomnetworkinfrastructureandservicesintheSeventh

Five-YearEconomicandSocialDevelopmentPlan（1992�1996）.Indeed,theEighthFive-Year

Plan（1997�2001）wasanimportantforcebehindenforcingthefirsttelecommunicationsMaster

PlanofThailand,establishedin2000.ThetargetoftheplanhasbeentotransformThailandinto

atradeandtelecommunicationscenterintheIndo-Chinaregionandtodevelophumanresources

intheinformation-technology（IT）industry（Donyaprueth2001）.Actorsinthepublicsectorand

theprivatesectorinThailandhavemademanyattemptstopushforwardindustrialreformand

liberalizationforthesakeofcompetitivenessandefficiency.However,theThaigovernmentstill

tightlyregulatestheindustry,inpartbecauseofitsconnectiontonationalsecurity.In2011,the

MinistryofInformationandCommunicationTechnology（MICT）setuptheCyberSecurity

CrimeProtectionandPreventionBureauandtheElectronicTransactionDevelopmentAgencyto

strengthenthepreventionofcyber-crimes.TheNationalBroadcastingandTelecommunications

Commission（NBTC）iscurrentlyanauthoritativeorganizationpossessingfullrightstoallocate

spectrumundertheRadioFrequencyAllocationAct（2010）（Settapongetal.,2013）.Theorgani-

zationoftheThaitelecommunicationsmarketsstructureinevitablyinvitespoliticalintervention

andcommitment（MesherandJittrapanun2004）.Governmentpoliciesthroughfinancingmecha-

nismsarestillnecessaryforthedevelopmentofhigh-techbusinesses（CairnsandNikomborirak

1998;Wonglimpiyarat2014）.

Theever-evolvingmobilewirelesslandscapeisbecominganimportantinfrastructurethat

supportseconomicgrowthandinnovationinawiderangeofconsumer-focusedareasincluding

healthcare,publicsafety,education,andsocialwelfare（Settapongetal.,2013）.TheThaitele-

communicationsindustryisthemostcomplexofitskindintheworld（OxfordBusinessGroup

2014）.Thehistoryandtheevolutionofthisindustryreflectnotjustchangingtechnologybut

alsochangingpoliticsthathaveinvolvedregulatorybottlenecksholdingbackdevelopmentand

keepingrelatedmarketsfromadvancingasquicklyasregionalcompetitors.Despitesuchcom-

plexities（especiallyasregardsspectrumallocation）,theThaitelecommunicationsindustryhas

exhibitedconstantgrowthincompetitiveness.Thailand・saverageandpeakconnectionspeedsas

wellasthecountry・sratesofbroadbandadoptionat4Mbpsand10Mbpsarethehighestamongst

themajoreconomiesofAsia.Intermsofaverageandpeakconnectionspeed,Thailandranks

42nd（8.6Mbps）and20th（51.5Mbps）ontheglobalscale,aheadofMalaysia,thePhilippines,
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Vietnam,Indonesia,India,andChina.Also,ontheglobalrankingofbroadbandadoptionatboth

4Mbpsand10Mbps,Thailandcomesinatthehighestrankat5（95％）and41（20％）,aheadofall

theabovementionedAsiancountries（Akamai2015）.Between2012and2013,theratiosof

smartphonesandtabletstothegeneralpopulationdoubledattheveryleast,from17％to34％for

smartphonesandfrom 2％ to7％ fortablets.ThisalsowasthefastestgrowthintheASEAN

region（OxfordBusinessGroup2014）.

ToshedlightonthecompetitivenessandcomplexityoftheThaitelecommunicationsindus-

try,Ihavetwoobjectivesforthispaper.Thefirstobjectiveistoclarifytheindustrialorganiza-

tionoftheThaitelecommunicationsindustry.Toachievethisobjective,Ihaveanalyseddata

fromanempiricalcasestudy,thuspermittinganexplorationofhierarchicalstructurebasedon

individualfirms.Iuseamultilayerperspectivetodemarcatetheboundariesseparatingtier-

playersfromoneanotherintheindustry.Forthepurposesofthispaper,IplacetheThaitele-

communicationsindustry・smajorplayersintoseventiersbyidentifyingtier-relatedboundaries

onthebasisofanimportantvariable:telecommunicationsfirms・maintasks.

Mysecondobjectivehereistodescribeandanalysethevaluecreationopportunitiesand

inter-corporaterelationshipsamongallindustrialplayers,bothonverticalandhorizontalaxes.

Ibasemyanalysisoncorporate・scompetenceandcapability.Theverticalaxisreferstoatype

ofverticalintegration.Individual-tierplayerstypicallycooperateandcollaborateratherthan

competewithoneanotheralongthechainofresponsibility.Bycontrast,differentplayersona

horizontalaxiscompetewithoneanotherinthesamebusinessfieldatthesametier.However,

therearesomeexceptionstothegeneralworkingofhorizontalaxisandtheseexceptionsreveal

astrikingbalancebetweencompetitionandcooperationatthefirst-tier,second-tier,andsupplier-

tierintheThaitelecomindustry.

Ihaveorganizedthispaperintofivedistinctsections.Thefirstsectiondescribesthecontri-

butionsofthetelecommunicationsfieldtotheThaieconomy.Thesecondsectiondefinesthe

uniquecharacteristicsofThailand・stelecommunicationsindustry.Thethirdsectionclarifiesthe

structureofthisindustrywithregardtothetasksorvaluesthatindustryplayershaveper-

formedorcreatedalongthehierarchy.Drawingontheideasofcompetenceandcapability,the

fourthsectionpresentsthevalue-creationopportunitiesofeachtier・splayers.Thelastsection

discussesinter-corporaterelationshipsastheyoccurbothonthehorizontalaxisandonthe

verticalaxis.

Intermsofthispaper・sdataandmethodology,Ihaveadoptedacase-studymethod.Iusea

multilayerperspectivetodefineplayers・tierboundariesandplayers・valuecreationopportunities

aswellastoclarifythecharacteristicsofinter-corporaterelationshipsonverticalandhorizontal

axes.Whilerelyingonsecondarydatafrom NBTCsurveyreports,Imadeuseofnumerous

studiesinthefield,allofwhichtogetherhelpedestablishedaclearbackdroptotheissuesunder

investigation.Theprimarydata,includingcorporatedocumentsandmyinterviewswithkey

playershavemadeitpossibleformetodepict― withprecisionandrigor― theaspectsofthe

Thaitelecommunicationsindustryrelevanttothisstudy.
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1.ContributionofTelecommunicationsIndustrytoThaiEconomy

Historically,theThaitelecommunicationshasoperatedasatypeofpublicmonopoly,the

financingofwhichhascontributedtothepublicdebt（GuislainandQiang2006）.Inthefirst

developmentalstageofThailand・stelecommunicationsindustry,domesticpublicandprivate

investorshadlittleornopertinentoperationalexperienceandwerelargelyincapableofprovid-

ingsufficientfundsrequiredforinvestment.Therefore,theyinitiallycompetedwithoneanother

inanefforttoattractforeigndirectinvestment,whichwascriticaltocapitalacquisition,technol-

ogytransfersandmanagerialimprovement.Withsuchinvestments,investorshopedtoacceler-

atetheexpansionandmodernizationofThailand・stelecommunicationsnetwork.Nevertheless,

theforeign-ownershiplawsgoverningthenation・smaintelecom operatorsrestrictednon-Thai

ownershipofThaitelecom businessesat49％（OxfordBusinessGroup2014）.Currentlyasre-

gardsThailand・sbig-threetelecomoperators,AdvancedInfoService（AIS）ispartiallyownedby

theSingaporeanfirmSingTel,TotalAccessCommunication（DTAC）ispartiallyownedbythe

Norwegianfirm Telenor,andTrueMoveispartiallyownedbytheChinesefirm ChinaMobile

（Budde2014）.

ThenextstageinthedevelopmentofThailand・stelecommunicationsindustrytookplacein

thelate1980s,whentheThaigovernmentrestructuredtheindustrywithasystem ofbuild-

transfer-operate（BTO）concessionswhosecentralfunctionwastopromotecompetitionamong

privateactors（NittanaandWalsh2015）.UndertheBTOconcessions（whicharestillinplace）,

Thaimobileoperatorsareentitled:（1）tobuildandraisecapitalforinvestmentinThailand・s

cellularnetworks,（2）totransfernetworkownershiptoanagreement・sgrantor,and（3）tooper-

atecellularnetworksandservicescommerciallyandshare20�30％ ofallrevenuewiththegran-

tor（BengtandJan2013）.

Thecurrentdigitaleraisdrivenbytheeconomiesofspeed（i.e.theprogressofnetwork

linkages）.Inthisregard,thekeyfocusisdevelopmentoftelecommunicationstechnology―

especiallywirelesscommunicationsforhigher-speedconnections.Anyinterruptionsofcommu-

nicationinaninformation-orientedsocietywillleadtoeconomiclosses,aswellas―apredictable

degreeofconfusion.Therefore,economiesmusthaveintegratednetworkoperations,whosefunc-

tionistocontrolagiventelecommunicationsnetwork,includingsuchspecificvariablesasthe

volumeoftrafficandthefrequencyoffaultsandnetworkexperienceisakeydriverofcompeti-

tivenessamongthemaintelecomoperators（JICA1989;Kagami2001;Accenture2015b）.

Ingeneral,onecanunderstandtelecommunications・significancetoeconomicdevelopment

byconsideringtwoimportantfactors:atelecommunicationsindustry・scontributiontototalGDP,

andthecorrelationbetweenpercapitaGDPandteledensity.Firstofall,let・sconsiderthein-

dustry・scontributiontototalGDP.InthecaseofThailandbetween1986and2014,thetelecom-

municationsindustryaccountedfor4％ oftotalGDPonaverage（NBTC2011）.Thispercentage

seemstobeinsignificant.However,intermsoftheindustry・sgrowthrate,weshouldbearin

mindthatThaiconsumershavebeensubstantiallyincreasingtheirconsumptionoftelecom

services.

経済科学論究 第13号

52



Indeed,averageannualgrowthofpostandtelecom expenditureduringthesamerangeof

yearswas9.02％,afigurethatstandsinstarkcontrasttoaverageannualgrowthingeneral

expenditure,3.02％（NBTC 2011）. Furthermore,theThaigovernment・ssupportofmobile

broadbandnetworkshelpedsubstantiallyincreaseddemandfortheindustry・sservices.Three

setsofstatisticsillustratetheextentofthisincreaseddemand:first,by2014,almost35％ ofThai

peoplecouldaccesstheInternet;second,averageannualgrowthinInternetuseamountedtoa

whopping30％ between2000and2010;andthird,skyrocketinggrowthindemandforsmart

phonespeakedat230％in2010（OxfordBusinessGroup2014）.What・smore,theMICThasestab-

lishedanumberofcommunity-focusedtelecentres,beginningin2011.Theyfunctionasacentral

hubforICTactivityinruralcommunities,fosteringvariouseducationalandtrainingopportuni-

ties.TheThaigovernmentmandatesthattheseservicesmustinvolvehigh-speedfibreoptics

andbeconnectedtohigh-speedtelecommunicationslinesfeaturingcutting-edgetelecommunica-

tionstechnology.

AsImentionedearlier,thereareimportantmethodsfordeterminingthesignificanceof

telecommunicationstoaneconomy,andonesuchmethodcentersonthecorrelationbetweenper

capitalGDPandteledensity.Thecross-tabulationpresentedinFigure1showsthattherewasa

positivecorrelationbetweenpercapitaGDPandthenumberofmobilecellularsubscriptionsin

Thailandduringthe1986�2014period.Furthermore,theproductivitygainedinthetelecommuni-

cationsindustryhasstrengthenedproductivitythroughouttherestoftheeconomy,whichrelies

onhighqualityvoiceanddatacommunicationsinproduction,distribution,andmarketingproc-

esses.Inshort,advancesinintermediateinputsliketelecommunicationsservicescangreatly

advancetheefficiencyofanoveralleconomyinsofarasafixedamountoftheseservicescanyield

moreandbetter-qualityoutput（SomkiatandTaratorn2002;Rifkin2014）.Itisworthnotingthat

telecomservicesalsogiverisetoqualitativebenefitintermsofsocialdevelopment.Forexample,

theseservicescangreatlywidenpublicaccesstoandpublicparticipationincivilsociety,thereby
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Figure1:PerCapitaGDPVSMobileCellularSubscriptionsinThailand（1986�2014）

Source:CreatedbyauthorbasedonWorldDevelopmentIndicators.
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providingenhancedopportunitiesforeducationandcreativity.Suchimprovements,inturn,can

strengthenthepublic・scontributionstothedevelopmentoftheThaieconomyasawhole

（Prasert2010,p.13）.

2.CharacteristicsofThailand・sTelecomsIndustry

Thankstoitscontributionstoeconomicandsocialdevelopment,Thailand・stelecomindus-

tryhasattractedwidespreadinterestandheavyinvestment.Allthekeyplayersinthismarket

haveaggressivelyaimedtoextendandupgradetheirownnetworksystems（OxfordBusiness

Group2014,p.163）.Thailand・smobileoperatorsarenowfunctioninginamorecomplexmarket

thanexistedjustafewyearsago.Now,priorityhasshiftedtobecomingmobile-internetcapabili-

ties.Smartphonesinparticularhavedriventhischange;operatorshavetocontendwiththe

massivedatademandfromusers（OxfordBusinessGroup2014,p.175）.InThailand,thetelecom

industry・sratioof・revenuefromnon-voiceservices・to・revenuefromvoiceservices・was100/89

inthesecondquarterof2015（NBTC2015b）.Mostdomesticmobileoperatorshavealreadyin-

vestedheavilyintheirnetworks・4Gcapacity.Theaforementionedbig-threeThaitelecomopera-

tors（AIS,DTACandTrueMove）arecompetingtoexpandtheircoverageandimprovetheir

networkcapacity,andthiscompetitioneventuallyreinforcesthenationaleconomy・stremendous

potentialforgrowthintheindustry（OxfordBusinessGroup2014,p.175）.TheThaitelecomin-

dustry・sstageofdevelopmentcanbeascertainedfromtheindustry・srateofteledensity,whichis

ameasurecomprisingfixedtelephonesubscriptions,mobilecellularsubscriptions,Internetusers,

andfixedbroadbandsubscriptions（seeFigure2）.Thegrowthrateofmobilecellularsubscrip-
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Figure2:PerCapitaGDPandTeledensityDevelopmentinThaiTelecommunicationsIndustry

Source:CreatedbyauthorbasedonWorldDevelopmentIndicators.
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tionsexhibitedasubstantialincreaseofapproximately150％ in2015whiletherateoffixed

telephonesubscriptionsexhibitedatrendofgradualdecrease.Particularlysince2001,liberaliz-

ingdevelopmentsintheThaitelecomindustryhaveinauguratedandfuelledmassiveincreases

inthemobile-cellularsector.Inaddition,theincreasinglymobilelifestylesofThaipeoplehave

botharisenfrom andcontributedtothegrowingimportanceofmobile-cellular,Internet,and

broadbandservices―allthreeofwhichhavealsobenefitedfromasupportiveThaigovernment.

Thisfactisconfirmedbytheriseinthenumberoffixedbroadbandsubscriptions,Internetusers,

andmobile-cellularsubscriptionsthroughoutThailand.

Inbrief,theThaitelecommunicationsindustrypresentsacomplexcommercialenvironment

becauseitpresents・amixtureofgovernment-linkedcompaniesandprivateoperatorsfunction-

ingunderawidevarietyofcorporateinterfacesandavolatileregulatorystructure・（Budde2014,

p.3）.Despiteanattemptatliberalization（specifically,regulatoryreform thatshiftsfrom a

concessionregimetoamarket-basedlicensespectrumapproach）,theNBTCcontinuestoplaya

crucialroleintheThaitelecomindustryasaregulatorontheonehandandasaninformational

intermediaryontheother.Moreover,whereastheratiooftelecomearningtoGDPinThailand

mayseemsmall,thegrowthrateofthisindustryisveryhigh.Themobilesegmentexhibitsthe

strongestgrowth,followedbyInternetandbroadbandservices.Also,theThaigovernmenthas

publiclyembraced・broadbanddevelopment・asanationalagenda.Inthenextsection,Iwill

clarifythehierarchicalstructureofThailand・stelecom・sindustry,withanemphasisonitsfunc-

tion.

Themobile-phonemarketinThailandconsistsofthreemajorprivateoperators,theso-called

BigThree:AIS,DTAC,andTrueMove.Thecompetitionamongthethreeoperatorsisbasedon

theirefforttodifferentiatethemselvesfrom oneanotherregardingnetworkquality,advertise-

ments（promotionalpackages）,andvalue-addedservices1（SomkiatandTaratorn2002）.Figure

3showstheBigThree・smarketsharesofmobile-phonesubscribers.Asthenumberofsubscrib-

ersincreasedrapidly（especiallyafter2007）,AISconstantlygainedthebiggestmarketshareof

mobile-phonesubscribers,followedbyDTACandTrueMove.In2014,AISaccountedfor43.7％,

DTACfor30％,andTrueMovefor25％ ofthemarket.

ThehierarchicalstructureoftheplayersintheThaitelecomindustryisshapedaccordingto

theirmaintasks.TheplayersintheThaitelecomindustrycanbedividedintoseventiers:（1）the

regulator-tier（NBTC）,（2）theprinciple-tiertelecomoperators（AIS,DTAC,andTrueMove）,（3）

thevendor-tiermulti-nationalcorporations（MNCs）,（4）thefirst-tiermaincontractorcompanies,

（5）thesecond-tiersubcontractingcompanies,（6）thethird-tiersubcontractingteams,and（7）the

supplier-tier（seeFigure4）.Eachtierperformsaspecificsetoftasksreflectingthetier・svalue

creationalongthehierarchy.Ontheverticalaxis,thesetasksdonotoverlap.Actually,they

requirecollaborationforasmoothflowofoperations.Inotherwords,thishierarchicalstructure

possessesaverticalintegrationsystem.Onthehorizontalaxis,therelationshipsamongthe
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industrialplayersmaygiverisetocompetition,reflectingeffortstoincreasetheirownprofits

andtostrengthentheirownshareofthemarket.Itisinterestingtonotethat,intheThaitelecom

industry,thefirst-tiermaincontractorcompanies,thesecond-tiersubcontractingcompaniesand

thesupplier-tierpresentastrikingbalancebetweencompetitionandcollaboration.

TheshapeofthehierarchicalstructureintheThaitelecommunicationsindustryispyrami-

dal.Atopthepyramid,sitstheMinistryofInformationandCommunicationTechnology（MICT）,
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Figure3:MarketShareofMobileSubscribersoftheBig-3（2004�2014）

Source:CompiledandCreatedbyauthorbasedonBudde（2014）.
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whichleveragestheauthorizationtoNBTCinordertoregulatetheindustry.TheNBTCactsas

thespectrum granter,distributinglicensesforuseoftheradio-frequencyspectrum totheBig

Threeoperators,sothattheycanprovidecellularmobileservicesonthe850MHz,1,800MHz,

3G�850MHz,and2.1GHzbands.OutsidetheThaieconomyasawhole,themostimportant

regulatorontheglobalstageistheInternationalTelecommunicationsUnion（ITU）.TheMICT

andNBTCmustcomplywithITUregulationstomeetInternationalstandards（ITU2013）.

InThailand,theprinciple-tiertelecomoperatorsarerequiredtoabidebytheNBTCrulesand

regulations.Aftergaininggovernmentauthorizationforroll-outprojectactivities,themain

operatorscanfulfiltheirmainfunction,whichistoengageinmobile-cellularserviceoperations.

Usinga・build-transfer-operate（BTO）・model,theoperatorsdeveloptelecom infrastructureby

subcontractingprojectstothefirst-tiermaincontractorsortothevendor-tierMNCs.Upon

reachingtheexpirationoftheconcessioncontracts,theoperatorsmusteithertransfertheinfra-

structuretothegovernmentorprolongthecontinuationofthecontract.

Thevendor-tierprovidesconsumerswithtelecommunicationsproducts.Allvendor-tier

membersareMNCs.Eachpursuesanaggressiveandactivestrategyforcompetitivelyselling

theirproductstotheBigThreeoperators,CAT,andTOT.TherobustnessoftheMNCs・strategies

reflectsthefactthataselectionoftelecomtechnologyofeachbrandisthemostimportantinitial

stepintheirpursuitofprofitability.Becausethevendor-tierMNCsoperatechieflyinthefieldof

telecomtechnology,anotherimportanttasktheymustcarryoutisthetrainingofkeyprinciple-

tier,first-tier,andsecond-tierplayers:thetrainingenablestheseplayerstomatch their

competenceswithoneanotherandwiththeoverallmarketplace（Adner2006）.

Thenextlayer,ortier,intheThaitelecom industry・spyramidalstructureconsistsofthe

first-tiermaincontractors.Betweenapproximatelytenandtwentycompaniesmakeupthistier

andactastelecommunicationsintermediariesbetweentheprinciple-tieroperatorsandthesec-

ond-and-third-tiersubcontractors.Thefirst-tiermaincontractorsperformchieflysuchtasksas

telecom-equipmentinstallationandintegratedcommissioning.Theirbusinessactivitiescanbe

summarizedbytheprinciple・derivedemand,design,develop,anddeliver・.Theyderivedemand

onthebasisofprojectcontractsdrawnfromtheprinciple-tierBigThreeoperatorsorthevendor-

tierMNCs.Afteracquiringprojects,thefirst-tiermaincontractorsdesigntelecomantennaand

subcontractproject-developmenttasksincludingtheaforementionedtasksoftelecom-equipment

installationandintegratedcommissioningtosecond-tiersubcontractors.Atthesametime,they

strictlysuperviseandcoordinateeverystepintheworkflowtoensuresatisfactoryqualityand

timelycustomerdeliveries.

Themaintaskofsecond-tiersubcontractingcompaniesisonsiteconstruction（ascanbe

surmisedfromthepreviousdiscussionoffirst-tiersubcontracting）.Manyindigenouscompanies

belongtothesecond-tiercategorybecausesuchcompaniesarenotthatdifficulttostartup.

Indeed,thesecompaniestendtobequitesmall,eachconsistingofaboutadozenemployees.

Therefore,second-tiersubcontractingcompaniesoftenneedmanpowerforon-siteconstruction

work,andtheygetitfromthethird-tiersubcontractingteams,whichtypicallyinvolvebetween

sixandten.On-siteconstructionworkerswho,ratherthanconstituteanestablishedcompany,

engageinnomad-stylework.Thelasttier,thesuppliertier,carriesoutitsmaintaskofsupplying
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materialsfortelecomantennaconstruction.

4.TheValue-CreationOpportunitiesoftheKeyPlayersintheThaiTelecommu-

nicationsIndustry

Thevalue-creationopportunitiesofeachtier・skeyplayersintheThaitelecommunications

industryaresummarizedinTable1.Asexplainedabove,theraisond・tereoftheseplayersisto
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Table1:TheValue-CreationOpportunitiesoftheKeyPlayersintheThaiTelecommunicationsIndustry

Tiers Tasks CoreCompetences CoreCapabilities Challenges

Theregulator-tier ・Strictlyregulatethe

industry

・ApproveRF-spec-

trumlicenses

・Market-basedlicens-

ingregime

・Liberalizingdevel-

opment

・Credibility

・ITU・sglobalstan-

dards

・MeetITU・sglobalstan-

dard

・Catchuptoandcompete

withothercountries・

technologicaldevelop-

ment

・Overcomedomesticdigi-

taldivides

Theprinciple-tier ・AcquireRF-spec-

trumlicenses

・Raisecapitalforin-

vestment

・Operateandprovide

mobile-cellularserv-

ices

・Governmentconnec-

tions

・Networkquality

management

・Pricingandmarket-

ing

・Politicalbargaining

power

・Cost-efficienttech-

nology

・Operationalex-

cellency

・Reachandmaintain

high-speedpaceoftech-

nologicaldevelopment

・Achievecontinuityof

concessionswiththe

government

・Secureairtimemoney

Thefirst-tier ・Designtelecoman-

tenna

・Supervisecivil

work,telecom

equipmentinstalla-

tion,integratedcom-

missioning

・Connectionwith

principle-tier

・Telecomsengineer-

ing

・CAD（i.e.antenna

designs）

・ISO9001�2008in

telecommunications

・Theprinciple-tier

standards（C�FBOQ,

C�PAT,C�PAC,C�
FAC）

・Negotiatingskills

・Reachandmaintain

high-speedpaceoftech-

nologicaldevelopment

・Achievecontinuityof

projectcontracts

・Achievedesirablecapital

andcashflows

・Managetime

Thesecond-tier&

thethird-tier

・Performcivilwork,

telecomequipment

installation,andin-

tegratedcommis-

sioning

・Civil-engineering

design

・Constructionman-

agement

・Telecomsengineer-

ing

・ISO9001�2008in

telecommunications

・Theprinciple-tier

standards（C�FBOQ,

C�PAT,C�PAC,C�
FAC）

・Negotiatingskills

・Reachandmaintain

high-speedpaceoftech-

nologicaldevelopment

・Achievecontinuityof

projectcontracts

・Achievedesirablecapital

andcashflows

・Mangetime

Thevendor-tier ・Providetelecom

technologytoother

keyplayers

・Strengthenknow-

how&technology

transfers

・Communications

technology

・Sales-and-marketing

strategies（regional

→ global）

・Untetheredand

wirelesscommuni-

cationsintegration

systems

・Competesuccessfullyin

thefieldoftechnological

development

・Achieveandmaintain

compatibilitywithmar-

ketcontexts

・Acquiresatisfactory

knowledge&technology

transfers

Thesupplier-tier ・Supplymaterials&

equipment

・Performlogistics

・Supplyinventories

・Logisticsmanage-

ment

・Comprehensivein-

dustrialanalysis

・Warehousesand

fleets

・Avoidexcessesorshort-

agesofsupplies

・Dealwiththedeprecia-

tionofmaterials

Source:Createdbyauthorbasedoninterviews,Natee（2011）,NBTC（2011）,Settapongetal.（2013）,OxfordBusiness

Group（2014）andAcccenture（2015a,2015b）.



performspecifictasks.Thesespecifictasksreflectapursuitofvaluecreationandalsofacilitate

theclassificationofplayersinspecifictiers.Companiescangainacompetitiveadvantageby

buildingfoundationalcompetences;therefore,theyneedtobemoredeliberateinunderstanding

whichcompetencesaffectbusinessperformance（McKinsey2011）.Acorecompetenceisasetof

integratedskillsandtechnologiesthatenablesacompanytoprovideaparticularvalueorbenefit

tothecustomers.Ittranscendsanyparticularproductorservice.Indeed,itistherootofcom-

petitivenessandthesourceoffundamentalgrowth（HamelandPrahalad1996andAccenture

2015c）.Competenceisaccumulativelybasedoncapability.・Capability・hereisdefinedasre-

sourcesleverageforthebenefitofbusinessperformance（FukushimaandYamaguchi2009）.To

achieveresourceleveraging,companiesmustaccumulateandorchestratetheirownresources

andmultiplytheirresources・effectiveness（HamelandPrahalad1996,page171）.Challenges

essentiallyrefertotherisksaccompanyingactsofinitiative,interdependence,andintegration-

risksthateachtiermustbeartovaryingextents（Adner2006）.

First,vendor-tierMNCsestablishstrategicstandardization2intermsoftelecommunications

technology.Theyactasinnovatorswhoprovidetelecomtechnologytotheprinciple-tieropera-

torsandwhotransferknowledgeaswellastechnologyinthefieldofinnovation.Their

competenceslieincommunicationstechnologyandalsosales-and-marketingstrategy.The

competitionfieldwhichwasonceregionalinthepast（forexample,Alcatel-Lucentversus

SiemensinEurope,NortelversusAT&TintheUnitedStates,NECversusFujitsuinJapanand

SamsungversusLGinSouthKorea）havecompetedonaglobalscale（HamelandPrahalad1996）.

Therefore,untetheredandwirelesscommunicationsintegrationsystemsarerecognizedas

vendor-tier・sfundamentalcapability.Thechallengesbesettingvendor-tierMNCsincludefierce

competitionintechnologydevelopment,possibleincompatibilitieswithagivenmarketcontext,

andinefficienttransfersofknowledgeandtechnology.

Next,theregulator-tierNBTCstrictlyoverseesalltheindustrialplayerswithinanation・s

geographicalboundaries.TheNBTCalsocanapproveordenyRF-spectrumlicenses.Thereare

twocorecompetencesnecessaryforcreatinga・fair・playingfieldandformaximizingefficiency:

thefirstisanabilitytoengagesuccessfullyinmarket-basedlicensingregimes,andthesecondis

atalentforpromotingliberalizingdevelopment.TheNBTC・scriticalresourcesincludeitsown

credibilityandtheITU・sglobalstandards.Theregulator-tier・schallengesincludethedifficulties

ofteninherentinmeetingtheITU・sglobalstandards,catchingupto,andcompetingwithother

countries・leveloftechnologicaldevelopment,andcopingwithdomesticdigitaldivides.

Ifthevendor-tierMNCsstandardizetelecomtechnology,theprinciple-tiermustsetindustry-

widestandardsfortheworkprocessitself.Theycreatevaluesbyoperatingandprovidingmo-

bile-cellularservicesafteracquiringRF-spectrum licensesandraisingcapitalforinvestment.

Theprinciple-tiertelecomoperators・fundamentalsourceofcompetitivenessliesintheirconnec-

tionswiththeThaigovernment,theirhandlingofnetworkqualitymanagement,andalsotheir

pricing-and-marketingstrategies.Thecorecapabilitiesoftheprinciple-tierareitsadeptpursuit

ofpolitical-bargainingpower,ofcost-efficienttechnology,andofoperationalexcellence.The

challengesconsistofachievingahigh-speedpaceoftechnologicaldevelopment,establishing

continuityofconcessionswiththeThaigovernment,andsecuringairtimemoney.3 Thetasks,
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corecapabilities,andchallengesofthefirst-tiermaincontractors,thesecond-tiersubcontractors

andthethird-tiersubcontractingteamsarerelativelythesame.Whereasthefirst-tieractsas

supervisorswhodesigntelecomantennaandwhosupervisecivilwork,telecomequipmentinstal-

lation,andintegratedcommissioning,thesecondandthethirdtiersactaspractitionerswho

performalltheabovementionedtasksThecorecapabilitiesarethesameforeachofthesethree

tiers:thecapabilitiesinvolvechieflyISO9001-2008inthefieldoftelecommunications,theprinci-

ple-tierstandards（e.g.,C�FBOQ,C�PAT,C�PAC,C�FAC）,andnegotiatingskills.Whereasthe

corecompetencesofthefirst-tiercompriseconnectionswiththeprinciple-tier,CADforantenna

designs,andtelecomengineering,thecorecompetencesofthesecond-and-thirdtiersconsistof

civil-engineeringdesign,constructionmanagementandalsotelecom engineering.Thechal-

lengesarerelativelythesameforthesetiers:reachingandmaintainingahigh-speedpaceof

technologicaldevelopment,achievingdesirablecapitalandcashflows,securingsatisfactory

continuityofprojectcontracts,andmanagingtimewell.

Lastly,thesupplier-tiercreatesvaluebysupplyingmaterialsandequipmentandbyhan-

dlinglogistics.Thistier・scorecompetencesincludetheabilitytosupplyinventoryitemsandto

managelogistics.Thetier・scrucialresources（intheformofcorecapabilities）involvecompre-

hensiveindustrialanalysisaswellassuchmaterialcapitalaswarehousesandfleets.Thesup-

pliertier・schallengeslieintheconstantriskofeitheraccumulatinganexcessorincurringa

shortageofsuppliesaswellastheequallyconstantriskofmaterialdepreciation.Nowthatthe

abovesectionhaspresentedarigorouslyandsufficientlydetailedsummaryoftheThaitelecom-

municationsindustry,thenextsectionwilldescribeinter-corporaterelationshipsamongindus-

trialplayersonboththeverticalaxisandthehorizontalaxis.

5.Inter-CorporateInteractionsandRelationshipsonVerticalandHorizontal

Axes

Thevalue-chaingovernanceoftheThaitelecommunicationsindustryisatypeofhierarchy.

Itischaracterizedbyverticalintegration.Thedominantform ofgovernanceismanagerial

control,flowingfrom theplayersatahigherhierarchicalrungtotheonesonalowerrung.

Complexityishighbecauseitisdifficulttocodifythetransactions.Thestepsofworkfloware

availabletokeyplayersinspecificdetail.Thedegreeofexplicitcoordinationishigh.Thedegree

ofpowerasymmetryisalsohigh.Asmentionedinthefourthsection,theprinciple-tierhas

establishedindustry-widestandardizationforpertinentworkprocesses.Theprinciple-tier・smain

telecom operatorsstrictlyfollow theprincipleofworkflow.Theyprovidethework-process

manual,asitwere:akindofguidelinefor・work-orders・and・purchaseorders・.Thefirst-tier

maincontractorshavetofollowapreciseworkflowineveryspecificstepinarigidlydefined

process.Inaparticulartransaction,theprinciple-tierplayerswilltestdesignservicesandcon-

structionservicesandapproveacertificateineverystepuntilthefinalstageofprojectdelivery.

IntheThaitelecommunicationsindustry,therearefourmainwork-processstages:（1）site

acquisition,（2）sitepreparation,（3）siteconstruction,and（4）siteoperation.Onaverticalaxis,

theinter-corporaterelationshipseemstobecooperationratherthancompetition.Regardlessof
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whethertheprojectsaregiventothevendor-tierMNCsorthefirst-tiermaincontractors,all

stakeholdershavetocooperatewithoneanothertoperformtheirtasksandtoensurethatthe

principle-tiercancompletetheprojectsaccordingtoquality-assurancestandardsanddeliverthe

projectsinatimelymanner.However,ontheflip-side,verticalaxisrelationshipsimplicitly

involvethecompetitiveforces,especiallyfromsecond-tiersubcontractingcompaniesseekingto

climbupthechaininpursuitofafirst-tierstatus.Nevertheless,thereareobstaclestothisup-

wardpush,andthebiggestonesconcernsdifficultiesinacquiringfinancialfundingandinestab-

lishingcloseconnectionswiththeprinciple-tierandthegovernmentplayers.Also,thereisno

precedentwhereafirst-tiermaincontractorcompetitivelyclimbedupthechaintoaprinciple-tier

positionintheThaitelecomindustry.Thevendor-tierMNCsarelikeoutsideplayersthatcreate

valueintheform oftelecom technology.Onemoreimportantroleplayedbythevendor-tier

MNCsistransferofknow-howandtechnologytotheprinciple-tierandfirst-tierthrough・train-

inganddevelopment・.Intermsoftraininganddevelopment,thesecond-tiersubcontractorscan

alsohelpsupportthefirst-tiermaincontractors（thiskindofrelationshipisknownas・reverse-

back・training.）

Onahorizontalaxis,theinter-corporaterelationshipnaturallypresentscompetitionrather

thancooperation.Playersinthesamefieldhavetocompeteformarketshareandprofitability.

Thebusinessstrategyofincreasingproductivityisthenthekeyelement.Thegainofoneplayer

mayimplythelossofotherplayers.Awin-winrelationshiphardlyeveroccursonthehorizontal

axis.However,therearesomeexceptionstothisgeneralruleintheThaitelecomindustry.Take,

forexample,Communication&SystemSolution（・CSS・）whichhasspecializedinanareaofcivil

workandwhichcurrentlycollaborateswithNeonworxCommunications（・NWC・）,itselfaspe-

cialistinthefieldoftelecomequipmentinstallationandintegratedcommissioning.

Thecollaborationbetweenthesetwocompaniestookplacesothattheycouldassurethe

principle-tierofboththehighqualityandthetimelycompletionofanentiregivenproject.

Additionally,thesecond-tiersubcontractingcompany,J�Siri,whichisthemainsubcontracting

companyofCSSon・civilwork・inSouthernThailand,hascollaboratedwithothersubcontract-

ingcompaniesonon-siteconstructionproject.Thecompaniessharedtheprojectsinorderto

maintaintheirowncustomerbases.AswithJ�Siri,PromtTelEngineeringengagesinasimilar

strategyofsharing― andforthesamegeneralreasons.PromptTel,specifically,isthemain

subcontractingcompanyforNWCregarding・telecom equipmentinstallationandintegrated

commissioning・intheBangkokMetropolitanArea.Eventhefirst-tiermaincontractorsandthe

second-tiersubcontractingcompaniesareonthesamebusiness-fieldlevel,theystrikeanotable

balancebetweencompetitionandcooperationtocreate,maintain,andstrengthenlong-runvalue

intheThaitelecommunicationsindustry.

Conclusion

TheThaitelecommunicationsindustrypresentsacomplexcommercialenvironmentthat,

nevertheless,hasyieldedthemostcompetitiveperformanceamongtheneighboringcountriesin

theASEANregion.ThoughthecontributionofThailand・stelecomindustrytothenationalGDP

IndustrialOrganizationandInter-CorporateRelationship

61



isnotparticularlylargeatthemoment,thegrowthratehasbeennoticeablyrobust.Themobile

segment,inparticular,hasexhibitedthestrongestgrowth,followedbytheInternetandthenby

thebroadbandsegment.TheThaitelecommunicationsindustryoperateswithinthecontextof

pyramid-shapedindustrialorganizationandhierarchicalgovernancestructure.Each-tierplayer

ofindustryplayersperformsspecifictasksandcreatesparticularvaluesalongtherungsofthe

hierarchy.Theindustrialstructurecharacterizesadominantmanagerialcontroloverthetele-

comroll-outprojects.TheThaitelecommunicationsindustryfunctionsasaverticalintegration

system;whereinthedegreeofexplicitcoordinationishighandalsothedegreeofpowerasymme-

tryishigh.Thetoppositionisdominatedbyafewpowerfulincumbents.MovingdowntheThai

telecom industry・spyramidalorganization,onediscoversthatthenumberofplayersgrows

significantly.Theeconomicvalueoftasksreflectstheunderlyingcompetencesandcapabilities

thatarethefundamentalsourceofcompetitivenessintheThaitelecomindustry.Thevendor-

tierpositionsareatthecoreofinnovationinaglobaltelecomtechnology.Theregulator-tiersits

atoptheThaitelecom industry.Theprinciple-tierplayersandthefirst-second-,andthird-tier

playerscarryoutcomplementaryfunctionsintheThaitelecommunicationsindustry.These

varioustiersofplayersmustevolveroughlyatthesamepace（i.e.,atapaceconsistentwith

technologicaldevelopment）whilethesupplier-tierplayerscarryoutsupplementaryfunctions

gearedtowardthesupplyofmaterials,includingequipment.Thispyramid-shapedindustrial

organizationandhierarchicalgovernancestructurecanbeseenassourcesofsubstantialgrowth

andcompetitivenessintheThaitelecommunicationsindustry.Andthestrengthofthisassertion

isrootedinthefactthateachtiercomprisesplayersthatperformspecifictasksandcreatespe-

cificvalueaccordingtoeachtier・sfunctionalspecialization.Theindustry・scoordination-rich

organizationalcapabilityensuresthepresenceoftwoimportantcomponents:first,thatasystem

ofchecksandbalancesisinplacealongthechainofcommand,andsecond,thateachparticular

transactionbetweentheprinciple-tierandthefirst,second,andthird-tiersplayersareefficient

andaccurate.

1 Value-addedservicesinthetelecomindustryincludevoiceservices,non-voiceservices,datausage,and

onlinetransactions.

2 ・Standardization・hasbecomeastrategictoolwithwhichbigfirmsform aconsortium toestablish

industry-widestandards.Thisprocesshasyieldedmanyconsensusstandardsthatchangethedivision

oflaborineachtier・sfirms.Standardizationsorconsensusstandardsarebasedontwopractices:

adjustingthescopeofknowledge（thescopeofwork）andselectingnewbusinesspartnerswhoadopts

thestandards（Tatsumoto,OgawaandShintaku2011）.

3 Mobile-cellularsubscribersspendmoneyinordertotalk,totransmitdata（bymeansotherthantalk-

ing）,andtoengageinonlinetransactions.Manycell-phonesplansarebasedonthenumberofairtime

minutesthatsubscriberscanuseeachmonth.Pay-as-you-goplans,forexample,enablecell-phone

ownerstopayinadvancefortalkingtime-andtheseownerscanaddmoreairtimeasneeded,byday,

week,ormonth.

4 Thecompaniesmaintainedthecustomerbasebynotrefusingrequestsforon-siteconstructionprojects

fromthefirst-tiermaincontractorsbutbyfindingdiversewaystoperformtherequestedtasks.After
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all,theplayersthatmakeupthesecond-tiersubcontractingcompaniesaretheplayersmostsusceptible

tothecyclesofthetelecommunicationsindustry.ThecyclescharacteristicoftheThaitelecommunica-

tionsindustrytendtohavepeaksof3�4yearsandsilentperiodsof1�2years.Incidentally,thestrongest

impactoftheindustrycycleonthekeyplayershasgenerallyoccurredinthesecond-tierlevel.
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