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Question 12/1: 
Tariff policies, tariff models and methods of determining the cost of national telecommunication services

STUDY GROUP 1
SOURCE:
GHANA

TITLE:
TELECOMMUNICATION TARIFF IN GHANA

________

Review

In accordance with the Rate Regime (Annex 1) of the Sale Agreement there is a proposed tariff exercise.  This paper includes the following:

· Concepts of the tariff

· Tariff and pricing

· The telephone tariff

The last telephone tariff review was conducted in 1996.  Since then there has been a lot of changes in the economic parameters of the country and in the telephone coverage area.  This is to rebalance the various elements of the telephony network and the charges currently applied.  Also to reflect the actual cost of usage whilst at the same time being instrumental in helping to improve the rural areas.  A balanced tariff will ensure sustainable overall economic development, which will be more beneficial to a large majority of subscribers.  The tariff is expected to rebalance the various network cost components to align the capital costs involved with the charges set.  The rebalancing of the tariff enables better service to the subscribers with much focus on quality of service, which is always a priority.

A big capital investment on the network normally has an impact on its cash flow.  Therefore, to contribute meaningfully to a nation’s economic development, more realistic prime regime will be reflective on the cost and quality of service.

One of the cardinal aims for the network operator is to carry through its commitment by providing telecommunication facilities to all, including the rural areas.  Based on the formula set in Annex 1, there has been a proposal for a change in the tariff in the following areas:

· Trunk call

· Local call

· Rental

However, the network operators do charge a feel for installation.

Trunk call

Most subscribers in the country live in the rural areas.  In its bid to support the rural development and to reinforce the efforts of these areas, the network operators intend to change new trunk call charges to reflect on their objectives.

The network operators envisages that among the positive effects of these proposed charges are the long-term decentralization of business and economic activities in the rural areas.  It would also promote long-distance calls, keep people in touch in spite of geographical distance, and assist in reducing the influx of people into the urban areas.  In order to fulfil this objective, there has been a proposal of a five-band charge system by one of the operators (the main national network operator) to a three-band charge system.

The existing band

	
	Day rate (0600-1800 hrs)
	Night rate (1800-0600 hrs)

	Band A (0-32 km)
	Unit charge for 150 sec.
	Unit charge for 240 sec.

	Band B (32-80 km)
	Unit charge for 90 sec.
	Unit charge for 120 sec.

	Band C (80-160 km)
	Unit charge for 60 sec.
	Unit charge for 90 sec.

	Band D (more than 160 km)
	Unit charge for 40 sec.
	Unit charge for 60 sec.

	Cellular
	Unit charge for 20 sec.
	Unit charge for 20 sec.


The proposed band

	
	Day rate (0600-2000 hrs)
	Night rate (2000-0600 hrs)

	Band A (0-80 km)
	Unit charge for 120 sec.
	Unit charge for 180 sec.

	Band B (more than 80 km)
	Unit charge for 60 sec.
	Unit charge for 90 sec.

	Cellular
	Unit charge for 20 sec.
	Unit charge for 20 sec.


From the “proposed band” table it could be observed that Band B of the existing tariff would make a gain of 30 more seconds.  Likewise in Band D of the existing tariff with a gain of 20 seconds.  The long-distance customer would benefit immensely from the proposed trunk charges.

Local call

Traffic statistics available have indicated that about 67% of all local calls last less than one minute, and 16% last between one and two minutes.  It is therefore suggested that, in order to make the tariff more reflective of usage, the minimum call duration for local call is reduced from four to three minutes.  A proposal in the rate is made for the local calls: the first three minutes, or part thereof, are charged at unit rate.  Each additional minute, or part thereof, is also charged at 25% of the unit rate.

Rental

Currently, an amount is charged for rental per line per month for a fixed line and WLL.  This is based on the formula for rental in the Agreement.  The network operators do not capitalize on the allowable figure under the rental capping.  The charge is only based on the maintenance cost.

For lines subscribed by ISPs, which are terminated on servers solely for customer, access to Internet services and therefore do not generate calls, a special fee is charged per line per month.

International calls

The network operators continue to maintain the international call rates despite the continual fall of the local currency in relation to the US dollar, to ensure a favourable investment climate for the country.

Conclusion

Since 1996, the macro-economic parameters have changed substantially with resultant effects on the country currency.  The operators have also tried to expand the coverage areas to bring telecommunication services to the majority of citizens and have also helped to bridge the gap between rural and urban development.  The network operators have been considerate to their subscribers by anticipating waiving the installation fee.

Annex 1

Formula for domestic call tariff
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