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‘Not getting spectrum breach of agreement’

Sidhartha [ T

istema JSFC, the Rus-
S sian conglomerate

with revenues of $28
billion, is looking for a big-
ger play in India despite the
setback in the telecom sector
due to lack of spectrum. Sis-
tema CEO Mikhail Shamolin
speaks about his plans for In-
dia, which include energy,
pharma and navigation sys-
tems. Excerpts:

Q: You have been in tele-
com in India, where else are
yvoulookingto invest?

A: We came to India not
only because of telecom but
also because the Indian mar-
ket is large and fast growing
and there are a number of
sectors that can be very in-
teresting. So, telecom is the
platform and we are meeting
various business and gov-
ernment people. One inter-
esting opportunity is related
to Glonas navigation system
that Russia recently
launched. Then there is Safe
City product, which is video
surveillance to identify vari-
ous kinds of threat. We are
also looking for tie-ups in
pharmaceuticals essentially
for the public health system
inRussia.

Q:Does theenergy sector
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interest you?

A: Yes, we are looking at
an oil refinery on the east
coast, where we get oil by
tankers from Saudi Arabia,
process it and export it to
South East Asia, may be Ma-
laysia or Indonesia.

But, let me also add that
these are just discussions
with some of the private
players hereand it isnotnec-
essary that wefinally setupa
refinery.

Similarly, in power, we
are talking to a some poten-
tial partners, who have Indo-
nesian mining rights so that
we can import coal into In-
dia, at the coast, generate

electricity and pump it into
the grid here.

Q: How has your experi-
ence been with the telecom
sector given the cloud of con-
troversy and uncertainty?

A: This has probably
been the toughest market in
the world. We came with the
expectation that inacountry
with 1.2 billion people there
is a vast opportunity to do
business but frequency has

become a very difficult top-
ic. You cannot develop and
provide quality services, es-
pecially on the data side, if
youdon’'thavespectrum. We
came in 2008 under a deal
with the government that
we will get 5 Mhz. The condi-
tion was that we will get half
and then we will have to ful-
fill ourlicence obligations to
get the additional 2.5 Mhz.
But we are still not getting it,
which iseffectively breach of
agreement.

Of course, it is part of the
telecom scandal which is out
there for over a year but that
doesn’t make our life easier
because it constrains our de-
velopment as in most of our
cireles capacity is fully util-
ised. If you travel to Europe
and Russia, you will realise
how the voice quality has not
just deteriorated but never

really existed due to lack of
frequency. But we are count-
ing on the new legislation
which once adopted will
stimulate activity.

It’s clear to us that the
market cannot exist with 14
operators. There shouldn’t
be more than five or six so
that there is enough price
competition.

Q: Some of the foreign
players who entered India
around the same time as you
are finding it tough to ex-
plain to their boards the cur-
rent situation given the 2G
controversy and other devel-
opments. Have you raised
the issue of breach of agree-
ment with government?

A:WearelookingatIndia
with a broader perspective
since youdon’t have another
country like India with a
largemarket, open to FDI, set
to grow 8-10% for 25 years
and a functioning democra-
cy. We hoped tobreak even in
2014 and we are on course. [t
has been tough as we have
had to change our strategy.

Q: Do late entrants like
you have a chance in the tele-
commarket?

A: We want to be aggres-
sive on consolidation. When
the market starts consolidat-
ing, MTS can participate.
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MTS doesn’t rule out entering
GSM space, says Rozanov

Srikanta Tripathy | Tnn

Jaipur: MTS India, the only
pure-play CDMA telecom op-
erator in the country, willnot
hesitate to embrace the GSM
platform if opportunities
come its way after the merg-
er and acquisitions guide-
lines are put in place. Howev-
er, MTS will not dump its

'CDMA operations as it still
believes that the platform is
superior to GSM when it
comes todataservices.

Speaking to TOI, Vsevo-
lod Rozanov, CEO of MTS In-
dia, said, “We are not ruling
out M&As with established
GSM operators. We want to
build economies - of scale.
GSM for voice services and
CDMA for data will be an ide-

al combination. That doesn’t -

mean we will go out on our
own to enter the GSM space
as there are uncertainties in
terms of spectrum availabil-
lty. 1]

Fierce competition, cut-
throat pricing, and scams
have muted the growth of
new entrants like Loop Mo-

Vsevolod Rozaov, IndiaCEO

bile, STel, Videocon and DB
Etisalat. While Loop had a
subscriber base of 3.1 mil-
lionsubscribers at the end of
April this year, new custom-
er acquisitions have re-

.mained stagnant at 3.2 mil-

lion in October. The
performance of STel, Video-
conand DB Etisalat has been
equally dismal.

While Rozanov didn’t re-
veal the kind of companies it
would be comfortable for an
acquisition, some of the new
players are in a wait and
watch mode, awaiting the
M&A guidelines that would
kick off consolidation in the

sector. “Consolidation is key
to the revival of the sector. It

~ willnotonly reducethenum-

ber of players to a sustaina-
blelevel, but will bring about
consolidation of spectrum,
thereby improving the quali-
ty of service,” said Rozanov.

MTS, the telecom brand
of Sistema Shyam TeleSer-
vices, remains wedded to the
CDMA technology even
though the platform is down-
played in India. While most
telecom operators generate
10-12% of their revenues
from non-voice segment,
thisvertical contributes34%
toMTS’ earnings.

“MTS is a leader in data
services with a data custom-
er base of 24% on pan-India
basis. Beinganew entrant in
India, we have been able to

‘garner a market share of 5%

in subscribers base and hold
a 3% share in revenues. This
has been achieved with a 2.5
MHz spectrum, the lowest
forany operator in the indus-
try forcing usto invest in put-
tingupavoidable BTSs,” said
Rozanov.
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