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SUBJECT:
IMPACT OF NEW TECHNOLOGIES ON INCUMBENT AFRICAN OPERATORS

_______________________

1
Definition of new technologies

New technologies can be defined as the modern means of transmitting voice, data and images. Dating back to the 1070s and 1980s, the technologies are new in terms of traditional communication systems, such as wireline telephones and the telex. The new technologies include GSM, the Internet, GMPCS and, soon, IMT-2000.

2
The impact of new technologies on incumbent African operators

The new technologies are developing rapidly on the back of a new business strategy characterized by a substantial access subsidy and above all a practice of discounts to encourage consumption. Almost every country has put together a pack policy (subsidized laptop purchase price and reduced network access charges) for access to the GSM network, and a policy of set call and prepaid card rates has been developed to encourage consumption in all market sectors.

As regards the Internet, service provider access charges are now low and hourly rates are offered depending on need. In some countries the talk is of free access to the Internet. In the United States, certain service providers propose to provide free computers in exchange for long-term subscriptions.

The result of this business strategy has been a rapid increase in the amount of traffic generated by the new technologies. In certain developed countries, PSTN traffic is stagnating or experiencing only slow growth, this trend being to a large extent attributed to the new technologies. Some analyses go even further and maintain that, in ten or so years, PSTN traffic will fall off sharply and shift to the Internet, GSM and GMPCS.

In the Netherlands, KPN states that 21 per cent of its traffic is generated by the Internet
. Likewise, Deutsche Telekom asserts that in 1998 calls to its access provider, T-Online, increased by 86 per cent to 7.7 billion traffic minutes, or 164 per cent of all outgoing international traffic
.

The situation in African countries is of course somewhat different from that in the developed countries, for at the national level networks are being developed and traffic is growing. People can, however, rapidly acquire the new technologies, meaning that African operators will find themselves in the same situation as those in the developed countries.

In Togo, for example, the share of fixed-to-mobile traffic in monetary terms has risen from 25 to 45 per cent of total national traffic. Taking account of the exponential growth in mobile networks, it is easy to see the volume of traffic that incumbent operators will be losing in the coming years.

At the same time, Internet traffic is growing from month to month and represents some 5 per cent of international traffic in monetary terms. Given that one minute of Internet traffic costs on average 10 to 15 times less than one minute of international traffic, one can easily imagine the impact that the growth in that traffic will have on Togo Telecom and on African operators.

In conclusion, the new technologies will have a very favourable impact on the growth in overall traffic in most African countries. However, it is not clear that that growth in overall traffic will be to the advantage of incumbent operators, or that it will generate the same revenues for African operators. 

The means must therefore be found of ensuring that our companies have stable revenues in order to enable them to continue financing telecommunication networks in their respective countries.

3
Possible means

The means chosen must encompass a three-pronged approach:

· The development of international networks,

· Rate rebalancing,

· Diversity in the telecommunication sector.

3.1 The development of internal networks

The development of internal networks is a sustainable, long-term means of guaranteeing revenue stability for our companies. It will lead to an increase in national traffic, where competition is weakest.

3.2 Rate rebalancing

Rate rebalancing is one means of coping with the competition that has arisen on the international telecommunication market. It will make for competitive international call rates and will make it possible to compete with the new technologies. In that respect, our companies would do well to adopt and use the cost model and to speedily implement cost accounting.

3.3 Diversity in the telecommunication sector

Telecommunications are now considered a routine business activity despite its specific characteristics. The rules of competition must therefore apply without any special adaptation, and operators must position themselves in the market sector of the future, to which we, the incumbent operators, will have to turn our attention very quickly. Lastly a positive attitude must be adopted towards the new technologies, which should be considered business opportunities and not threats.

_________________
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