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HANNOVER: German Chancellor Angela Merkel and Japanese Prime Minister Shinzo Abe visit the booth of German telecommunications giant Deutsche Telekom as they tour the CeBIT technology fair in Hanover, central Germany
yesterday. The Digital Business fair CeBIT in Hanover with Japan as partner country runs from March 20 until March 24. — AFP 

MUMBAI: British mobile phone giant
Vodafone will merge its Indian unit with Idea
Cellular to create India’s largest telecoms oper-
ator, the firms said yesterday, as they combine
to fight a price war sparked by the country’s
richest man.

The confirmation ended months of specu-
lation that the two operators were ready to
sign a deal to help fend off the Mukesh
Ambani-backed Reliance Jio, whose recent
arrival has shaken up India’s ultra-competitive
mobile network market. “Vodafone Group Plc
and Idea Cellular today announced that they
have reached an agreement to combine their
operations in India,” they said in a statement to
the Bombay Stock Exchange (BSE).

“The combined company would become
the leading communications provider in
India with almost 400 million customers, 35
percent customer market share and 41 per-
cent revenue market share,” the statement
added. Jio launched in September with an
audacious free service for the rest of 2016,
followed by vastly cheaper data plans and
free voice calls for life, forcing rivals to dra-
matically slash their tariffs.

It also left competitors scrambling to match
the deep pockets of Jio, which is backed by

India’s hugely wealthy energy-to-chemicals
conglomerate Reliance Industries, and caused
a rush towards consolidation in the multi-bil-
lion-dollar sector.

The combined Vodafone-Idea company will
overtake Bharti Airtel as India’s largest net-
work provider. Shares in Idea initially soared
following the announcement but then tanked
to close down more than nine percent, with
reports saying investors were worried the deal
undervalued Idea. Vodafone will hold 45.1 per-
cent of the merged entity after it transfers a
4.9 percent stake to Idea backers for 39 billion
rupees ($579 million) in cash. Idea will hold 26
percent in the combined company and the
merger will take up to two years to complete.
The agreement excludes Vodafone’s 42 per-
cent stake in Indus Towers.

Market consolidation 
The merged firm will be worth $23.2 billion,

based on the combined enterprise value of
$12.4 billion for Vodafone India and $10.8 bil-
lion for Idea Cellular, according to Bloomberg
News. The companies will nominate three
directors each, the statement said. Global bro-
kerage firm CLSA has estimated that the tie-up
would command a revenue market share of 43

percent by the start of the 2019-20 financial
year, ahead of Airtel on 33 percent. Jio would
have 13 percent. Indian telecoms analyst

Baburajan Kizhakedath said the two compa-
nies would make savings by merging but
would come under pressure to reduce tariffs.

“The merged entity will not be able to with-
stand pressure from Jio because both
Vodafone and Idea Cellular are not seen as
aggressive as Jio and Bharti Airtel,” he told AFP.

The announcement is the latest move
towards consolidation as telecom companies in
India scramble to shore up their status or cut
their losses and run in the face of Jio’s price war.

Norwegian multinational Telenor
announced last month that it was selling up to
Airtel, saying the amount of money needed to
be competitive in the multi-billion-dollar sector
would not offer an acceptable level of return.
The withdrawal came after Videocon Telecom
told subscribers in January that it planned to
cease operations and pull out of the market.
Aircel and Mobile TeleSystems (MTS) have sold
up since the beginning of 2016.

Reliance Communications (Rel Comm) —
owned by Ambani’s younger brother Anil
Ambani-purchased Russian conglomerate
Sistema’s Indian telecoms business, branded
MTS, last year and is in talks with Tata Teleservices
to join forces. 

There were a dozen telecoms companies bat-
tling for Indian customers in 2010 but industry
watchers say they expect that soon there will be
only four ventures. — AFP
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MUMBAI: Vodafone Group CEO Vittorio Colao (right) answers a question as Aditya Birla
Group chairman, Kumar Mangalam Birla looks on during a press conference in Mumbai
yesterday. — AP

SAN FRANCISCO: Google apologized yesterday
for allowing ads to appear alongside offensive
videos on YouTube as more high-profile firms
such as Mark’s & Spencer and HSBC pulled
advertising for British markets from Google sites.
The British government has suspended its
advertising on YouTube after some public sector
ads appeared next to videos carrying homopho-
bic and anti-semitic messages, prompting a
flood of major companies to follow suit.

Britain is the largest market for Alphabet Inc’s
Google outside the United States, generating $7.8
billion mainly from advertising in 2016, or nearly
9 percent of the U.S.  giant’s global revenue.

“I would like to apologize to our partners and
advertisers who might have been affected by their
ads appearing on controversial content,” Google
EMEA President Matt Brittin said at the annual
Advertising Week Europe event in London.
Besides well-known British brands pulling the
plug, some of the world’s biggest advertising com-
panies responsible for placing vast amounts of
marketing material for clients, said they were
reviewing how they worked with Google.

The boycott is the latest clash between
advertising companies and the internet giants
that have built up dominant positions in digital
advertising by offering not only huge audiences
but also the ability to apply their user data to

make ads more targeted and relevant. For big
advertising groups such as WPP, internet firms
are both a client and a competitor, while tradi-
tional media groups such as newspapers and
general online news publishers are having to
compete with them for online dollars.

Hostile industry 
“Google faces a hostile industry of media

owners in Europe ... and we expect they will be
all too happy to highlight future brand safety
failings,” said Brian Wieser, a senior analyst at
Pivotal Research Group. “Overall, we think that
the problems which have come to light will have
global repercussions as UK marketers potentially
adapt their UK policies to other markets and as
marketers around the world become more
aware of the problem,” he said.

WPP, the world’s largest advertising firm, said
yesterday it was talking to clients and media
partners such as Google, Facebook and
Snapchat to find ways to prevent brands from
being tarnished.

“We have always said Google, Facebook and
others are media companies and have the same
responsibilities as any other media company.
They cannot masquerade as technology compa-
nies, particularly when they place advertise-
ments,” said Martin Sorrell, the founder and head

of the British firm. Publicis, the world’s third
largest advertising firm, said in a statement yes-
terday that it was clear Google had fallen short of
meeting advertising standards and that the
French company was reviewing its relationship
with Google. Google said on Friday it worked
hard to remove ads appearing on pages or videos
with hate speech, gory or offensive content but
with 400 hours of video uploaded to YouTube
every minute it did not always get it right.

Brittin said Google had made a commitment
to doing better and would simplify advertiser
controls, add safer defaults and increase invest-
ment to enforce its ad policies faster.

A spokeswoman for Google UK said it would
look again at the way it defines incendiary com-
mentary and hate speech to raise the bar on
videos and sites allowed for advertising.

On Friday, Google executives were called in
to face questions from the advertising industry
and Britain over the issue. Representatives for
retailers Marks & Spencer, Sainsbury’s and Argos,
British banks HSBC and RBS, McDonald’s, the UK
branch of advertising group Havas and the BBC
told Reuters their firms had stopped ads. A
source at Lloyds Banking said the lender had
pulled the plug as well. Others such as Vodafone,
Barclays and Tesco were reviewing policies, their
representatives said. — Reuters 

BERLIN: The German government’s panel of
economic advisers yesterday rejected inter-
national criticism of the country’s large cur-
rent account surplus and called US President
Donald Trump’s protectionist stance a threat
to the global economy.

Trump’s trade adviser Peter Navarro has
accused Germany of exploiting a weak euro
to gain a trade advantage and called for
bilateral discussions to reduce the $65 billion
US trade deficit with Germany which he
described as “one of the most difficult” issues.
Chancellor Angela Merkel has rejected such
criticism, saying her government was not in
charge of the euro but the European Central
Bank. During talks with Trump in
Washington, Merkel also pointed to high
investments by German companies in the
United States.

The European Commission and the
International Monetary Fund have also
urged Germany to take advantage of record-
low borrowing costs and increase invest-
ment as a measure to reduce the country’s
large trade and current account surpluses. In
2016, the German trade surplus hit a fresh
record at 253 billion euros. The wider current
account surplus, which measures the flow of
goods, services and investments into and out
of a country, rose to an all-time high of 266
billion euros.

“The German current account surplus is
high, but this does not signal a macroeco-
nomic imbalance,” Christoph Schmidt, head

of the panel of ‘wise men’ said, adding that
demands such as increasing public invest-
ment were misleading. The advisers said that
the surplus was only pushed up by tempo-
rary factors such as the ECB’s loose monetary
policy and the sharp drop in oil prices. The
government should seek to make Germany a
more attractive investment location for the
private sector which would help to reduce
the current account surplus, Schmidt said.
“The protectionist measures demanded by
President Trump pose a threat to the inter-
national trading system and a risk to the
global economy,” the panel of economic
advisers said. The ‘wise men’ reiterated that
they viewed the European Central Bank’s
monetary policy as “too expansionary” in
light of the economic development in the
euro zone, adding that the resulting risks for
financial stability were rising further. “The
ECB should therefore start winding down
the bond-buying program as soon as possi-
ble,” the advisers said.

The panel of economic advisers said they
expected German inflation to surpass the
ECB’s price stability target of just under 2 per-
cent for the eurozone as a whole this year by
jumping to 2.2 percent from 0.5 percent in
2016. “The upswing of the German economy
continues,” they said, adding growth was
helped by the robust labor market, a slightly
positive outlook for the global economy, high-
er state spending and the ECB’s “still extreme-
ly” expansionary monetary policy. — Reuters
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