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In the dynamic landscape of Malaysia’s telecommunications industry, mergers and
acquisitions have long been a strategic tool for companies seeking to strengthen market
positioning, expand infrastructure, and enhance service offerings. The year under review
marked a notable chapter with a renewed effort to merge Celcom Axiata Berhad and
Digi.com Berhad, two of the country’s leading telecom providers. This renewed attempt
followed previous discussions and negotiations that had faced various hurdles.
Interestingly, 2023 also saw another significant merger maneuver—Axiata Bhd's effort to
acquire Telenor Group’s Malaysian operations, signaling a period of strategic consolidation
in the industry. This article explores the background, motivations, implications, and
outcomes of these merger attempts, providing a comprehensive understanding of their
impact on Malaysia’s telecom sector.

Background of the Telecommunications
Landscape in Malaysia

Market Competition and Industry Dynamics
Malaysia’s telecom industry has historically been characterized by intense competition
among a few major players. The main operators include:

Celcom Axiata

Digi (formerly Digi.com)

Maxis

U Mobile

These companies have competed fiercely for market share, customer loyalty, and revenue
growth. The industry’s competitive nature has often led to price wars, innovation races, and



strategic alliances.

Regulatory Environment and Government Policies
The Malaysian Communications and Multimedia Commission (MCMC) plays a pivotal role in
regulating industry practices, spectrum allocations, and licensing. The government has
periodically encouraged consolidation to improve industry efficiency, expand coverage, and
reduce fragmentation. However, regulators also emphasize maintaining fair competition
and protecting consumer interests.

The 2023 Merger Attempts: A Closer Look

The Celcom-Digi Merger Initiative
The proposed merger between Celcom Axiata and Digi aimed to create a stronger, more
competitive entity capable of investing in advanced infrastructure like 5G networks and
digital services. The key motivations included:

Enhancing network coverage and quality

Achieving economies of scale

Reducing operational costs

Strengthening the competitive position against Maxis and U Mobile

Despite initial enthusiasm, the merger faced regulatory scrutiny and concerns over market
dominance, leading to delays and eventual withdrawal of the proposal.

Axiata’s Merger Attempt with Telenor Group
Concurrently, Axiata Bhd, the parent company of Celcom, sought to acquire Telenor
Group’s Malaysian operations. This move was driven by similar strategic objectives:

Consolidating market presence1.

Pooling resources for 5G deployment2.

Gaining a competitive edge in a saturated market3.

The proposed acquisition was viewed as a way to create a more formidable player in the
Malaysian telecom scene, potentially leading to a duopoly or even a monopoly if regulatory
hurdles were not properly managed.



Reasons Behind the Merger Attempts

Industry Challenges and Need for Consolidation
The Malaysian telecom industry faced several challenges in 2023:

High capital expenditure for 5G infrastructure

Intensified competition leading to reduced profit margins

Market saturation limiting subscriber growth

Changing consumer preferences towards digital and bundled services

Consolidation was viewed as a strategic response to these challenges, allowing companies
to pool resources and streamline operations.

Technological Evolution and Infrastructure Investment
The rollout of 5G technology required significant investment and infrastructure sharing.
Mergers could facilitate:

Shared network infrastructure for cost savings

Faster deployment of next-generation networks

Enhanced service quality and coverage

Financial Synergies and Market Power
Mergers promised potential financial benefits:

Improved revenue streams through expanded customer bases

Cost efficiencies from combined operations

Greater bargaining power with device manufacturers and content providers

Regulatory and Political Considerations



Regulatory Hurdles and Approval Process
The Malaysian Communications and Multimedia Commission (MCMC) and the Competition
Commission (MyCC) are key regulatory bodies overseeing such mergers. Their concerns
included:

Potential market dominance and reduced competition

Consumer interests and pricing impacts

Maintaining fair market conditions

Both mergers required extensive review, with regulators demanding commitments to
ensure competitive neutrality.

Government’s Stance and Industry Opinions
While some policymakers viewed consolidation as beneficial for national digital
infrastructure, others warned against excessive market concentration. Industry
stakeholders were divided; some supported mergers for growth, while others feared
monopolistic tendencies.

Impacts and Implications of the Merger Attempts

Market Structure and Competition
The successful merger of Celcom and Digi would have significantly altered Malaysia’s
telecom landscape, potentially leading to:

A dominant duopoly between the merged entity and Maxis

Reduced competition, possibly affecting pricing and innovation

Barriers for new entrants

Consumer Experience and Pricing
Concerns included:

Potential increases in service prices due to reduced competition

Improved network coverage and service quality from larger scale operations

Enhanced digital services and product bundling



Operational and Strategic Outcomes
The merger attempts prompted companies to:

Accelerate infrastructure investments

Develop innovative digital solutions

Explore new revenue streams such as 5G-enabled services

Current Status and Future Outlook

Regulatory Decisions and Industry Responses
As of now, the regulators have expressed caution regarding the mergers, emphasizing the
importance of safeguarding competitive practices. The government has called for detailed
reviews and stakeholder consultations before granting approvals.

Potential Scenarios Moving Forward
The future of these merger attempts hinges on several factors:

Regulatory approval or rejection1.

Company negotiations and concessions2.

Market reaction and consumer feedback3.

Possible outcomes include:

Approval with conditions to maintain market competition

Partial mergers or strategic alliances instead of full mergers

Rejection, prompting companies to pursue alternative strategies

Conclusion
The year 2023 marked a pivotal moment in Malaysia’s telecommunications sector, with
renewed merger efforts reflecting the industry’s push toward consolidation amid



technological transformation and competitive pressures. The dual attempts—Celcom-Digi
and Axiata-Telenor—highlight the strategic importance of scale, infrastructure, and
innovation in a rapidly evolving digital economy. While regulatory and political
considerations pose challenges, these mergers could reshape the industry’s landscape,
influencing pricing, service quality, and market dynamics for years to come. The outcomes
of these efforts will not only determine the future of the involved companies but also
impact Malaysian consumers and the nation’s digital growth trajectory. As stakeholders
await regulatory decisions, the industry remains poised at a crossroads, balancing the
pursuit of efficiency with the need to foster fair competition and protect consumer interests.

Frequently Asked Questions

What prompted the second attempt at a Celcom-Digi
merger in 2023?
The renewed interest was driven by the need to strengthen market competitiveness,
enhance operational efficiencies, and respond to the rapidly evolving telecom industry
landscape in Malaysia.

How does the Axiata Bhd and Telenor merger relate to
the Celcom-Digi deal?
Both mergers involve major telecom players aiming to consolidate their positions in
Malaysia, with the Axiata-Telenor merger potentially influencing the strategic moves and
regulatory considerations for the Celcom-Digi merger.

What are the potential benefits of the Celcom-Digi
merger for consumers?
The merger could lead to improved network coverage, better service quality, innovative
offerings, and potentially more competitive pricing for consumers in Malaysia.

What regulatory hurdles are involved in the Celcom-Digi
merger?
Regulatory approval from the Malaysian Communications and Multimedia Commission
(MCMC) and other authorities is required, focusing on competition laws, market dominance
concerns, and consumer interests.

How has the Malaysian telecom market reacted to the
merger attempts?
Market reactions have been mixed, with industry players and analysts weighing the
potential for increased competition versus concerns over market dominance and reduced
competition.



What impact could the Axiata-Telenor merger have on
Digi and Celcom?
If the Axiata-Telenor merger proceeds, it could reshape the competitive landscape,
potentially prompting Digi and Celcom to consider strategic alliances or mergers to
maintain market relevance.

Are there any risks associated with the second attempt
at the Celcom-Digi merger?
Risks include regulatory rejection, potential delays, integration challenges, and concerns
over reduced competition leading to higher prices for consumers.

What is the current status of the Celcom-Digi merger
process in 2023?
As of 2023, the merger is in the preliminary stages, with discussions ongoing between the
companies and regulators to address regulatory requirements and market concerns.

Additional Resources
Second Attempt At A Celcom-Digi Merger The Year Saw Another Merger Attempt Between
Axiata Bhd And Telenor

In 2023, Malaysia’s telecommunications sector once again found itself at the crossroads of
strategic consolidation, as Axiata Bhd and Telenor Malaysia explored the possibility of
merging their operations. This marked the second significant effort within a few years to
combine two of the country’s leading mobile operators, aiming to create a more formidable
entity capable of competing on a regional scale. The renewed interest in a merger
underscores both the competitive pressures faced by the industry and the desire among
major players to strengthen their market positions amid evolving technological and
regulatory landscapes.

This article delves into the details of this latest merger attempt, exploring the background
of the involved companies, the motivations behind the move, the regulatory environment,
and the potential implications for consumers and the industry at large.

Background: The Players and the Market
Landscape

Axiata Bhd: A Legacy of Regional Expansion
Axiata Bhd, established in 1996, has grown into one of Southeast Asia’s premier
telecommunications conglomerates. Its operations extend beyond Malaysia to countries like



Indonesia, Bangladesh, Sri Lanka, and Cambodia, making it a significant regional player.
Domestically, Axiata owns Celcom Axiata Berhad, one of Malaysia’s oldest and most
established mobile service providers.

Celcom, with a history dating back to 1988, has long been a household name in Malaysia. It
boasts a customer base of over 10 million users and has been pivotal in shaping the local
telecommunications landscape. Despite its strength, Celcom has faced stiff competition
from newer entrants and other established players like Digi and Maxis.

Telenor Malaysia: The Norwegian Connection
Telenor Group, based in Norway, entered the Malaysian market in 2014 through the
acquisition of Digi.com Berhad, rebranding it as Telenor Malaysia. The company positioned
itself as a challenger brand, emphasizing affordable plans and digital innovation. With a
customer base exceeding 11 million, Telenor Malaysia has maintained a significant market
share.

However, despite its growth, Telenor faced challenges in scaling efficiently and competing
against larger rivals with more extensive infrastructure and resources. The company’s
parent group, Telenor Group, has been actively reevaluating its global operations, including
its investments in Asia.

Market Dynamics and Competitive Pressures
The Malaysian telecom industry is characterized by a highly competitive environment,
driven by price wars, technological upgrades, and regulatory changes. The industry is also
undergoing a transformation with the rollout of 5G networks, Internet of Things (IoT), and
increased demand for data services.

Major players include Maxis, Digi, Celcom Axiata, and Telenor Malaysia, with market shares
fluctuating based on subscriber numbers, revenue, and network quality. The intense
competition has pushed companies to seek strategic alliances and mergers to unlock
synergies, reduce costs, and improve their ability to invest in next-generation technologies.

The Rationale Behind the Merger Attempt

Strategic Objectives and Synergies
The proposed merger between Celcom (Axiata) and Digi (Telenor) is driven by several
strategic objectives:

- Enhancing Market Share: Combining two major players would create a more dominant
entity capable of challenging Maxis for the top spot.
- Cost Efficiency: Mergers often lead to operational efficiencies, including reduced
duplication of infrastructure, streamlined management, and economies of scale.
- Network Expansion: Pooling resources would allow for faster and more extensive 5G



rollout, benefiting consumers and the companies’ competitive position.
- Financial Strength: A larger, more robust entity would be better positioned to invest in
future technologies and withstand industry downturns.

Addressing Industry Challenges
The telecom sector faces mounting challenges, including:

- Price Pressures: Fierce competition has squeezed profit margins across the industry.
- Regulatory Environment: The Malaysian Communications and Multimedia Commission
(MCMC) has been active in promoting fair competition and encouraging consolidation to
improve network quality.
- Technological Transition: The rapid evolution towards 5G and digital services necessitates
substantial investment, which is more feasible for larger, combined entities.

By merging, Axiata and Telenor aimed to create a resilient entity capable of navigating
these challenges more effectively than individually.

Regulatory and Political Considerations
Government policies and regulations play a pivotal role in merger approvals. The Malaysian
government has historically supported consolidation that can lead to improved service
delivery and infrastructure development, provided competition is not unduly compromised.
The authorities’ stance often balances promoting industry efficiency with safeguarding
consumer interests.

In this context, both companies sought to align their merger plans with national policy
objectives, including digital transformation goals and economic growth initiatives.

Progress and Challenges in the Merger Process

The Initial Announcement and Industry Reactions
The merger discussions gained momentum in early 2023, with both companies releasing
statements indicating their intention to explore the possibility. Industry stakeholders and
analysts viewed this as a positive step toward industry consolidation, potentially leading to
a more robust Malaysian telecom sector.

However, there were also concerns from competitors, consumer groups, and regulators
about market dominance and fair competition. Maxis, Digi’s other rivals, and consumer
advocates voiced caution, emphasizing the need for safeguards to prevent monopolistic
behavior.



Regulatory Hurdles and Approval Process
The Malaysian Communications and Multimedia Commission (MCMC) and the Competition
Commission Malaysia (MyCC) were expected to scrutinize the merger closely. Key
considerations included:

- Market Concentration: Ensuring the merger would not significantly reduce competition.
- Consumer Impact: Assessing potential price increases or service quality deterioration.
- Infrastructure and Investment: Evaluating whether the merged entity would commit to
maintaining or expanding network infrastructure.

The process involved detailed negotiations, public consultations, and impact assessments,
which are standard in large mergers.

Potential Outcomes and Industry Impact
While the merger was still under review at the time of writing, several scenarios were
possible:

- Approval with Conditions: Regulators might approve the merger but impose conditions
such as divestments or commitments to maintain competitive pricing.
- Rejection or Delays: Concerns over market dominance could lead to rejection or prolonged
delays.
- Alternative Strategies: If the merger fails, companies might pursue other forms of
strategic alliances or investments to achieve similar objectives.

A successful merger would likely reshape Malaysia’s telecom landscape, resulting in a more
consolidated, competitive, and technologically equipped industry.

Implications for Consumers and the Industry

For Consumers
The merger’s impact on consumers could be multifaceted:

- Improved Network Quality: Larger combined resources could accelerate 5G deployment
and enhance coverage.
- Pricing Dynamics: While increased market power might lead to higher prices, regulators
would be vigilant to prevent anti-competitive practices.
- Service Innovation: A stronger entity might invest more in digital services, offering
innovative products and better customer experiences.

However, there is also a risk of reduced competition leading to less choice and higher
prices if regulatory safeguards are insufficient.



For the Industry
The potential consolidation reflects broader industry trends toward forming larger, more
resilient entities capable of competing regionally. It could:

- Set a Precedent: Encourage other mergers or alliances within Southeast Asia.
- Drive Technological Advancements: Enable faster and more extensive investments in 5G,
IoT, and digital services.
- Shift Competitive Dynamics: Possibly marginalize smaller or regional players unable to
compete at scale.

Furthermore, the merger could influence regulatory policies, prompting stricter oversight or
new frameworks to manage industry concentration.

Conclusion: A Critical Juncture for Malaysia’s
Telecom Sector

The second attempt at a Celcom-Digi merger by Axiata and Telenor in 2023 underscores
the ongoing quest for industry consolidation to meet technological, financial, and
competitive objectives. While regulatory approval remains a critical hurdle, the move
reflects a strategic recognition that scale and synergy are vital in an increasingly digital and
interconnected world.

As the industry watches the regulatory evaluations and possible negotiations unfold, it is
clear that the outcome could have lasting implications—not only for the companies involved
but also for consumers, competitors, and Malaysia’s broader digital economy. Whether the
merger proceeds or not, it signifies a pivotal moment in shaping the future landscape of
telecommunications in Malaysia and Southeast Asia.

In summary:

- The merger attempt is driven by strategic objectives like market share growth, cost
efficiencies, and technological advancement.
- Regulatory scrutiny will focus on competition, consumer impact, and industry health.
- The outcome could redefine Malaysia’s telecom industry, influencing pricing, innovation,
and market structure.
- The move highlights the industry’s ongoing evolution toward consolidation in a rapidly
changing digital environment.

The next steps in this saga will determine whether Malaysia’s telecom giants will unite to
forge a new chapter or continue competing separately in a fiercely contested market.
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