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Abstract: 

The document contains an overview of the situation of Internet in Sri Lanka and gives suggestions to suppress the barriers to increase its usage.

Introduction

The telecommunication industry is being restructured in Sri Lanka as part of a process of major economic reform. Traditionally, telecommunication development was viewed as a natural consequence of general economic development. Thus, there was no reason to promote telecommunications as a stimulus to economic development, efficiency or productivity. In recent years, however, telecommunications have been increasingly recognized as an essential part of infrastructure for fuelling economic development in Sri Lanka.

Further evidence of the importance the government accords the development of this sector is that it has approved a National Policy for the development of the telecommunication sector, which includes as its objectives.

1) Providing telecommunication access to all people living in rural areas at affordable prices

2) Providing facilities at cost based tariffs

3) Improving the quality of service

4) Reducing the waiting time for provision of facilities

5) Efficient handling of complaints

Investment in telecommunications as a percentage of the GDP is 2%, whereas it is estimated that at least 22.5% is needed if demand is to be reasonably satisfied.

Infrastructure Growth

Private sector is playing an important role in bringing in new technology and improving the quality of service. In Sri Lanka there are 38 licensed telecommunication providers up to now. Out of them;

1) Fixed Access Telephone - SLTL

2) WLL Operators - Suntel, Lanka Bell

3) Cellular Mobile Operators - Celltel, Mobitel, MTN Networks and Lanka Cellular Service

4) Payphone companies - Lanka Payphones, The Payphone, Tritel and TSG

5) Balance operators are facility based and non facility based Internet service providers

Infrastructure is a vital component to generate future economic growth and will also enable the growth and development of electronic commerce. During the last four years SLTL has provided 350,000 new telephones and has created an island wide network of over 600,000 telephones and the capacity to install about another 100,000 telephones by the end of this year. In order to run this network SLTL has 283 telephone exchanges. 

These exchanges have to be connected by under ground fibre optic cables or radio links. SLTL operators 186 radio transmission towers. In addition to voice calls and the use of telephones to facilitate businesses 600,000 sites can now access the Internet.

To achieve faster and better transmission SLTL has laid an underground fibre optic cable connecting the exchanges of fifteen major cities in four provinces at a total cost of Rs 1.5 billion covering about 700 km. SLTL also plans to lay four more fibre optic rings in the Colombo Metropolitan area and in the suburbs connecting 27 exchanges at a total cost of Rs 400 million.

In order to increase the quality and speed at which data is transferred to other countries from Sri Lanka and to ensure high quality international voice calls SLTL has invested in an undersea cable which connects thirty countries, thus building a new international gateway.  This has cost SLTL an enormous sum of money. During the past three years alone SLTL has invested Rs 35 billion.

The challenge for SLTL has been to find funds to invest on infrastructural development, part of the funds were borrowed and a large amount of funds for the projects came from overseas development assistance from Japan. Another part of funding was carried through SLTL revenue.

SLTL also introduced Message Switching System in telegram service in latter part of 1999. In this system PCs and modems replaces the conventional telex terminals, which was in operation till latter part of 1999. The present system has the following features: Automatic Formatting, Automatic Routing, Automatic Word Count, Date & Time Insertion, Sorting, Multi Addressing.

SLTL is also planning to start video conferencing facilities to be provided to customers at customer premises through ISDN mobile service before the end of year 2000. SLTL is also planning to open up ISDN bureau to serve the general public and the first bureau is schedule to be opened in SLTL teleshop at World Trade Center before the end of year 2000. 

Suntel one of the wireless operator plans to set up 25,000 new lines in year 2001. At present 66,000 lines were set up. To set up these lines Suntel plans to invest US$ 22 million next year. Out of the secondary switching areas in Sri Lanka Suntel has already gone into 13 switching areas. 7 secondary switching centres are affected by war and Suntel is planning to go into the balance areas by year 2001. 

Suntel is also planning to start radio access systems and wire line systems based on the awaiting policy decision of the Government. Suntel is also planning to open an international gateway for the international traffic. In order to expand Suntel is planning to get an ISP license to provide Internet services.

Lanka Bell the other wireless operator plans to set up 5000 new lines by the end of year 2000. The challenge had been to streamline the operations within the company to achieve higher efficiency levels with less staff. This pre-occupation was not enough to blind the management to the need to keep abreast of the giant leaps seen in information technology and global communications. Although starved to invest in technological change for the future, the company assured itself of future competitiveness by negotiating a differed payment scheme for satellite communication links. Another significant achievement in infrastructure development is the expansion of the network from Galle to Matara.  

Out of the mobile operators Mobitel has increased its customer base from 66,000 in July 1999 to 92,000 by July 2000, with a growth of 42%. The expected investment is around US $ 7 million for the year 2001. Mobitel was digitalized in May 1999.

Celltel, another mobile operator, expects its subscriber base to go up by 25,000 in 2001. At present Celltel has a subscriber base of 92,000. Celltel also hopes to invest about US $ 10 million for 2001. Celltel is also hoping to move to General Pocket Radio System  (GPRS) by September 2001. Celltel recently moved from analogue to GSM network and also introduced additional Value Added Services like Short Message Service, Fax Message Service etc. 

MTN Network, another mobile operator, plans to increase the subscriber base by 50,000 in 2001. At present MTN Network has a subscriber base of 90,000. MTN Networks plans to invest US$ 30 million for year 2001. MTN also has introduced Wireless Application Protocol (WAP) in August 2000. This is the first time WAP is introduced in Sri Lanka. This will help subscribers to access Internet on mobile.

Lanka Cellular Service the fourth mobile operator has also digitalized its operation. At present it has a customer base of 30,000. It hopes to increase its customer base to 50,000 by end of 2001.

Payphone Operators
TSG Lanka Limited, which is a joint venture company between IWS Holdings and TSG's parent company which is based in the Bahamas, got the licence in March 1998 and is hoping to start its operation by September 2000. TSG has invested US$ 60 million and is hoping to provide about 30,000 telephone links initially island wide. These phones will have the following facilities: Local calling, National calling, IDD calling and Virtual telephone which include call screening, conferencing, voice mail, fax mail, speed dialing, E-mail. This is the first time a payphone company is introducing fax mail, E-mail on a payphone. TSG is planning to start the operation in Galle.

Tritel, another payphone company, has installed about 750 payphones throughout Sri Lanka within the last year. The Government of Sri Lanka introduced a subsidy scheme to the payphone operators. Payphone installed in rural areas will be eligible to get a subsidy of Rs 50,000/= per phone. Rural area is defined as other than Municipal and Urban areas. Tritel had already installed about 250 payphones in very remote areas where phones are not available.

Although Internet is growing, it is growing at a lesser rate when compared to the other developed countries. From March 1998 to March 2000 E-mail and Internet subscriber base has gone up from 17,214 to 27,202. The Government of Sri Lanka and the Telecommunications Regulatory Commission are in the process of encouraging the Internet operations by licensing more operators. This will increase competition.

What are the barriers to increase Internet usage in Sri Lanka?

The precise ranking of different obstacles differs according to the level of economic and social development, but users around the world are unanimous in finding the price of Internet access to be a major constrain. Internet access prices for end users can be broken down into three components: Hardware / software, Internet access provision and telephone service charges. In relative terms, the costs to get connected are much higher in rural areas of Sri Lanka.

A shortage of infrastructure, notably of telephone lines, is a further big obstacle to increasing Internet access in Sri Lanka.

What steps should policy-makers in developing countries take to ensure that the benefits of the Internet are as widely distributed as possible?

To Promote the Industry
Demonstrate support for Internet applications at the highest levels of Government.

Promote an active public awareness campaign.

To Build Infrastructure
Increase private sector participation open up the basic telecommunications market to a wider range of player and investors.

To Expand Access to Infrastructure and Services
The high visibility of the Internet and the growing awareness of the importance of the Information and Communication Technology (ICT) for Socio-Economic Development are driving policy changes aimed at increasing the supply of telephone networks.

Availability of content, in an appropriate language also affects the diffusion of the Internet charge.

Promote the use of telecentres and other means to extend access to under served communities.

To Promote Growth of Internet Access Market
Promote competition in the Internet service provision market.

Monitor and if necessary intervene to ensure that leased line prices, especially for international services, are cost oriented.

To Promote Production of Local Content 
Create and enforce a legal framework to protect intellectual property and copyright. Consider providing grants and demonstration projects to aid local content production at initial stages.

To Stimulate Usage
Ensure reasonably priced access for schools, universities, libraries and other public service institutions. Provide all citizens with a virtual e-mail address.

International Network Access
One of the most significant costs for Internet service providers (ISPs) is the price of connecting to international Internet backbones. The cost varies significantly across countries and is a major factor behind high end-user prices. There are three reasons for costly international connections. The first arises in situations where ISPs pay above cost prices to route their traffic through the international gateway of the incumbent Telephone Company. A second obstacle arises from the fact that developing countries ISP's usually bear the full cost of connection (both half-circuits) to backbones in other countries, invariable The United States. Third a developing country ISP wishing to connect with the Internet backbone in another country will normally be required to make a payment for peering and transit of traffic even though, once established, the connection can be used by all Internet users, not just the ISP customers.

Conclusion
The government stands committed to building a strong national economy within a market framework. The principle engine of growth is expected to be the private sector both domestic and foreign. The government has submitted that the following fundamentals are essential to have effective telecommunication reform.

Management
Operational management must be separated from the government so that neither politicians nor government can interfere in operational decisions.

Regulation
The regulatory agency must be independent from the telecommunication operator and quasi-independent from the government. The regulator should implement government policy, ensure performance, accountability by the telecommunication operator to economic and social policy objectives, resolve disputes between competitors, customers and operators, monitor changing industry conditions and advise the government on developments bearing on policy.

Policy Development
A small professional policy unit - an independent, expert information and analysis support group for policy makers - must be established for the purposes of policy development directed to fundamental issues of long-term objectives and directions.

Annex 

Growth of Subscribers of various Services provided by the Private Sector Operators

	
	1996
	1997
	1998
	2000 March

	Wire line telephone (SLTL)
	254,500
	315,241
	455,598
	615,000

	Wireless local loop telephone (Suntel and Lanka Bell)
	527
	26,381
	67,931
	100,294

	New telephone connection given
	50,170
	72,457
	143,075
	

	Cellular phones
	71,028
	114,888
	174,202
	280,000

	Public payphones
	2,152
	2,571
	4,610
	6,540

	Telephone density
(per 1000 persons)
	18
	25
	37
	

	Radio paging subscribers
	10,721
	10,829
	10,511
	11,000

	E-mail and Internet subscribers
	4,110
	10,195
	17,214
	27,202


Growth of Investments by the Private Sector Operators

	Services
	Investments in Rupees Million

	Cellular Mobile Telephone
	Up to Aug 1995

3836
	Up to Aug 1996

5445
	Up to Aug 1997

6299
	Up to Aug 1998

8668
	Up to Aug 1999

8923

	Radio Paging
	195
	215.9
	222
	222
	222

	Data Communication
	426
	496.3
	5522
	755
	8819

	Public Payphones
	383
	562.4
	664
	1045
	1082

	Wireless Telephone
	-
	-
	5168
	9076
	11291.5


Licences issued to operators of telecommunications systems.

	
	1996
	1997
	1998
	1999
	2000

	Total No of Licences
	23
	25
	27
	34
	38

	Fixed Access Telephone Service
	3
	3
	3
	3
	3

	Cellular Mobile Service
	4
	4
	4
	4
	4

	Data Communications & ISPs
	10
	12
	15
	21
	25

	Radio Paging
	5
	5
	5
	4
	4

	Payphone Licences
	4
	4
	5
	5
	5

	Mobile Trunking
	1
	1
	1
	1
	1

	Other Types of Licences
	2
	2
	2
	2
	2


_____________

______________
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