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Abstract: 

This contribution provides information - among other things - on:

the rural telecommunication structure and services in Sri Lanka and the proposed national telecommunication policy for 1999

a proposal to give incentives to operators who set up new payphones in rural areas

the impact of telecommunications on the economic sectors

the importance of effective spectrum management in rural telecommunications

�NEED FOR RURAL TELECOMMUNICATION IN DEVELOPING COUNTRIES

WITH FOCUS ON THE SRI LANKAN EXPERIENCE�



a) Introduction

Economics and development have been the endeavour of the human being to develop and have a better quality of life. In  recent times, economists have suggested a means to measure the development in terms of GNP/Capita and entire activity was aimed at boosting up this figure throughout the world.

Failure to substantially improve the condition of the people of developing countries over the first two decades of development process, led to the formulation of alternatives to these traditional definition and strategies of developments, led to a shift in concern to the eradication of absolute poverty mainly concentrating on basic human needs in health, education, food water supply, sanitation and housing facilities. Merely re-distribution of income is not enough to ensure that these basic needs will be met and if it is not met properly, may led to increase the inequalities in income distribution. It has been seen that the state capitation, as is generally the case in developing countries, produces polarisation to a very great extent and  harmful to the efficient operation of economic activity, and thus we have come to a conclusion that the primary force of growth in developing countries is nothing but economic liberalisation. It is felt that the 'market' has many virtues as it promotes competition, both domestic and international, and thus making a fair effort in the distribution process. Liberalisation, deregulation are key to development strategy. This policy is a clear departure from earlier process and people are treated as participants in the development process rather than an object of development.

Telecommunications is considered one of the key infrastructure services. That contributes the economic development. Having recognised the importance of the fixed access sector, the Government liberalised this sector granting two private sector operators licenses to install wireless local loop (WLL) telecommunication systems. This and the recent privatisation of SLTL have contributed to the rapid growth of this sector. In particular the growth in this sector for 1997 alone exceeded 30%. However, the present fixed access tele-density of the country of 2.5 (telephones per 100 people) is considered below the norm for a country at this stage of economic development. Furthermore, about 70% of the country's fixed access telephones are located in the Western Province. At present, less than 16% of households have fixed access telephones. Even under the most optimistic  scenarios a majority of households will not have access in the short-term. Public telephones of some form will therefore be a critical mechanism for accessing the network.



b) The Role of Telecommunication in Sri Lanka

The role of telecommunication in development and its relationship between economic growth and telecommunication was established long back. Recalling the concept of re-distribution and people's participation, we came to a vital and most important conclusion that the requirement of telecommunication is not only a need for urban locality driven by other business force and revenue earning object, but for rural population also where a large percentage of population are based and they are also supposed to enhance their capabilities, for leisure, productive process or becoming active in cultural social and political affairs, and also to become an active participant in role of development of the society thereby focussing the emphasis on the people and not merely the enhancement of income and wealth.

Hence, telecommunication policies should foster the growth of telecommunication services with the aim of narrowing differences in access to these services by all sections of society alike, thus focussing again the need of distribution of this commodity to one and all.

Modern telecommunication enables a society to support higher levels of information and hence very quickly enhancing the capabilities of the society. This is possible only when distribution of this commodity is also done evenly among the people. Skewed distribution whether class based or region based lead to marginalisation and isolation of deprived groups.

Telecommunication policies, therefore, identify the characteristics of the services being developed so that all sections of a society participate in the development process.

Thus the need for rural communication which will enhance the self sufficiency and development potential of rural development.



Sri Lanka Telecommunication Structure - Country Profile



Area				-	65,610 sq.km

Population			-	18,900,000

Urban				-	21.5%

Rural				-	78.5%

G D P (per capita)	-	814 US$ (1997)

Total Connection	-	623,500 (1999 June)

Waiting List		-	224,411

Fault Rate			-	15/100

No of Provinces		-	9



The telecommunication voice services available in the country are;

Fixed access telephone - SLTL

WLL operators - Suntel, Lanka Bell

Cellular mobitel operators - Celltel, Mobitel, MTN Network and Lanka Cellular Service

Payphone companies - Lanka Payphone, The Payphone, Tritel and TSG



c) Rural Telecommunications in Sri Lanka

Urban Telecommunication Networks are relatively inexpensive to establish and readily meet the service demands of a large number of customers. Urban Networks are relatively easy and economical to maintain and are typically more productive in terms of their utilisation and return on capital. Rural communication networks, on the other hand, are relatively much more expensive to establish, are relatively difficult and expensive to maintain, are often under-utilised and are generally economically inefficient in terms of return on capital. All of these factors have contributed to the current extremely low development of telecommunications in the rural and remote areas in Sri Lanka.

The Government of Sri Lanka, however, is placing great importance on all facets of its rural development. Recognising the current inequalities in living conditions between urban and rural areas, the Government is actively taking steps to reduce, and ultimately to eliminate these disparities. The overall program, of which telecommunications service is a vital part, includes development of electricity supply, road access, health and education services, water and sanitation facilities etc. Commensurate attention to telecommunication facilities is acknowledged as necessary to ensure the effectiveness of investments in public health, transport, education and social development.



d) Proposed National Telecommunications Policy 1999

The Government of Sri Lanka is pursuing a policy of self-reliance, liberalisation and deregulation throughout Sri Lanka's economy to promote its competitiveness in the global economy and to stimulate rapid economic development throughout. If such has recognised  that the prosperity of the country is dependent on its economic growth, which requires dismantling regulatory barriers and opening the economy to both domestic and foreign private investment.

Facilitating the expeditions provision of telecommunication to rural and remote areas is one of the major objective of the Governments National Telecommunications Policy. The reality of Sri Lanka's demographic and topographic make up ranges from the densely populated and economically active city of Colombo to the extensive sparsely populated and poor areas located in the central and eastern parts of the country. Other services have a role and a responsibility in serving the entire telecommunication services throughout the rural and remote areas of the country.



e) The Post Office System

One of the main means that has hitherto been used by the Government to provide telecommunication access to remote areas is the provision of telecommunication facilities to post offices and sub post offices located in remote areas. In some of the remote areas it is not practically and commercially  feasible to provide wire line telecommunications facilities due to such reasons as distance from exchange, terrain, sparse, population etc. Hence presently Sri Lanka Telecom Ltd (SLTL)  provides such areas with radio based telecommunication facilities. Such radio based facilities are often the only access to telecommunication in remote areas. Hence such facilities need to be provided on a dedicated basis. As such post offices and sub post offices have been connected on Single Channel Radio (SCR) and Double Channel Radio (DCR). For one such connection the Government pays approximately Rs. 200,000/=. SLTL has now sought to increase these tariffs by over 50%. The proposed new tariffs appear to carry significant profit margins particularly in view of newer technologies becoming relatively cheaper in value. 

However, in view of the increased fund allocation required for new connections and cheaper alternatives being now available to provide such telecommunication facilities. According to the statistics, total number of sub post offices in Sri Lanka is 3456. Out of which 2471 sub post offices already have telephone connections. For the balance 985 telephone facilities to be provided. The Ministry is planning to call tenders from the three fixed access, two payphone operators who have their own telecommunication network. Thus are Commission's licensees and the four cellular operators to provide telecommunications access to those post offices and sub post offices which currently do not have any form of telephone connections. As SLTL is now privatised this will level the playing field and is also likely to result in a competitively priced solution for the Government. In similar environments in other developing countries it has been found that differing technologies often provide more competitively priced solutions.

Currently post offices and sub post offices are paying premium rates on call charges due to operator assisted calls. Under the proposed system, as most operators are able to provide itemised billing, post offices and sub post offices could still excerpt  control  while retaining direct  dialing services. Even in the likely event the cellular call charges being higher than the operator assisted call the fixed access call charges are likely to be lower than the operator assisted call charges. Hence on average the post offices and the sub post offices may still be able to retain the present level of call charges.



f) Subsidy to the Payphone Operators

It is observed that despite the need for additional payphones in the same in terms of stations and terms in other countries, the payphone companies are reluctant to rollout their networks into rural areas. Sri Lanka's current payphone density (payphone per 1000 people) is 0.22. To reach the average for low-income countries we need to install at least 2600 more payphones. It is unlikely that  leaving the companies to their own devices will give us the increases. Furthermore, it is very unlikely that payphones will be installed in the rural areas.  Among the reasons for their reluctance to move into rural areas are higher installation cost, high servicing cost, acts of vandalism and lower perceived collections (revenue) expected from rural areas.

In order to expand the payphone service in the country especially to the rural areas, it is considered necessary to extend some degree of state patronage to payphone operators. Accordingly, an incentive scheme to pay a subsidy to payphone operators who are willing to function in rural areas was approved by the Cabinet and on behalf of the Government TRC is taking necessary steps to implement as soon as possible. 

In terms of this proposal, payphone companies will be provided an incentive as an one-off subsidy of Rs. 50,000/= per payphone installed in rural areas, subject to the condition that such payphones are installed outside Municipal and Urban Council limits. The following table will explain at present there are very few telephones available in rural and remote areas.

A table to show provincial distribution of payphones in Sri Lanka is given in the annex.

*

Rural telecommunication development will also help the following sectors to have a faster development in rural areas.



i) Electrical Power Service

It is notable that the electrical power service, inherently a fixed wire line type service, extends to all parts of the country. It is notable, also that there is no short supply, although electricity is treated as a valuable and presumably costly item continuity of supply seems assured. A high voltage (tower) line is under construction, in the Habarana - Maradandadawala area. This is the electrical service equivalent of a new high density fibre optic trunk route. Telephone facility in rural areas will help the electrical power service construction to finish at a quicker phase. 



ii) Health Care / Medical Services

This service appears to be widely distributed throughout the country, including both public and private sector facilities. The advent of telecommunication services in the rural and remote areas will be a useful resource for management of the health care services. Value added possible opportunities include telemedicine applications, and the use of distance education for the in-service development of remotely located health care professionals.



iii) Schools / The Educational System

Education is a high priority in Sri Lanka and the literacy rate is high. Rural telecommunication services will facilitate co-ordination and management within the already well developed education sector. Through various distance learning techniques the educational opportunities in the rural areas can be substantially broadened.



iv) Tourism

Tourism is a major industry in Sri Lanka. It is a growing industry worldwide and provides an increasing market opportunity for developing countries. Telecommunication is essential to tourism, tourists like to go throughout Sri Lanka. To promote the destinations to negotiate and confirm the detailed arrangements which are essential to the industry and to provide communications capability for the tourists themselves. Tourists just don't come to areas that are without telecommunications.



v) Public Safety, Security and Emergencies

The ability to summon help when needed has been found to be a major source of comfort to residents of rural and remote areas. The telecommunication networks will also be used by the security and emergency personnel who respond to the call. The ability to summon help when needed has been found to be a major source of comfort to residents of rural and remote areas. "Telecommunications network will also be used by the security and emergency personnel who respond to the call.



vi) Licensing and Permissions

These could be carried out electronically, either by providing information by fax or more progressively. Through providing the required information in the "banks" of an on-line application. The positive (or negative, or request for additional information) response would be provided electronically.



vii) Distance Education

There is a solid and increasing body of knowledge and experience in how best to carryout distance education. Successful applications range from primary school and basic literacy  to university. Postgraduate courses. ISP provider SLTL is now extending the internet services through internet surfing by using to help the general public to access the internet in urban areas. These facilities could be further extended to rural areas in the future. Different rates are given for the school children a lesser and professionals rate and for the general public a higher rate.

In order to help the public in the rural areas one of the Mobile operator MTN Networks has introduced a Home Cell Package which is averagely  40% lower  than the standard tariff applicable in urban areas and offered to areas which are relatively isolated. This will help the public to communicate at a cheaper rate.



vii) Telemedicine

This too is a quickly expanding field. As medical instruments and systems become more sophisticated, the relevant medical information very often exists primarily as a digital data file. This is the information which the attending doctor requires, and telecommunications will enable it to be sent for more easily than the patient can be transported.



ix) Radio Frequency Spectrum Management

Since a very large proportion of the rural telecommunications network will make use of radio-based network systems, effective Spectrum Management is a critically important component in 

the rollout of the rural network. At present TRC is pursuing the introduction of a computer-based Spectrum Management System. This should prove to be a very helpful and valuable initiative.



x) Interconnection Regime

The commercial terms of interconnection should maximize economic efficiency. Section 4 of the Telecommunications Act requires that the Commission exercise its powers in a manner that will best "ensure the provision of reliable and efficient national and international. Telecommunications service in Sri Lanka, "maintain and promote effective competition between persons engaged in commercial activities connected with telecommunication and promote efficiency and economy on the part of such persons", "and ensure that operators are able to carryout their obligations for providing a reliable and efficient service free of undue delay, hindrance or impediment.

The fixed access interconnection decision of November 1988, has specified the interconnection regime in Sri Lanka. To reopen the interconnection decision with respect to a certain specific class of service, that of international calls from or to lines which are provided for use of the general public, in rural areas. The rational of this is to provide a significant incentive to the fixed wireless operations to implement a significant rural telecommunication program.



Proposed Plans to the Commission

In order to have expeditions telecommunication development in rural area, the following proposed plans are given to the Commission for approval.



i) Policy Related

The existing Government policy towards privatisation of  telecommunication services with thrust on rural penetration should be consistent. The firm determination of the Government be given wide publishing through TV and newspapers, Government gazettes and bulletins to remove any doubt in the mind of people in general and entrepreneurs in particular.



ii) Regulatory

TRC should pay its role as regulator, co-ordinator and monitor of telecommunication services, impartially and effectively. Its functioning should be transparent, fair and free from prejudice.



iii) Technological

Low capacity modular switches are available in India and Korea with transit facility. These switches are low cost, modular switches and can work without air conditioning, such exchanges are recommended for rural areas.

Technical seminars on rural development be organised with participation of APT and private operators for exchanging informations pertaining to rural telecommunication development in the other countries.



iv) Industrial

A fresh market survey be conducted by experts to assess the long term requirement of telecommunication accessories, cables and wires, telephone sets and such items which do not require high manufacturing technology should be manufactured.



Conclusion

Sri Lanka being one of the fast growing economies in South East Asia and being one of the largest exporters of tea to the world, a large number of agriculture based industries are running, like rubber and coconut etc and they are dependent upon raw materials from the rural areas. Hence there is very high potential for rural telecommunication traffic thus enhancing the scope of private operators in the arena of rural communications.

Despite increasing commitment for development of telecommunication in rural areas, large scale penetration can be realised when the cost for providing telephone service in rural areas is significantly reduced. One solution could be by giving incentives to operators who set up new payphones in rural areas. This will help the operators to go into areas where there is no phones available. The cost per line in rural areas is five times the cost in urban areas on an average world wide. The costing of rural telephone may be studied in detail as it appears that with the advancement of technology in cellular telephones, it may become cheap and comparable to the existing cost structure of rural communication and may be another solution to the rural communication. Hence the measure of development of rural telecommunication may be more appropriately expressed in terms of distance within which a telecommunication facility is available to villages and other rural settlements and not as the number of telephones per hundred population.

One way of measuring the economic impact of telecommunications is by examining the share of economic wealth (Gross Domestic Products)  contributed by the telecommunication sector. The contribution of telecommunication service to GDP had increased during the past few years in the island economics. This is due to an increase in the economics of scale which had resulted in cost reduction and tariff reduction. 



�Annex



PROVINCIAL DISTRIBUTION OF PAYPHONES IN SRI LANKA AS AT DECEMBER 1998



Province�Est. Pop. District�Regional�SLTL�TPC�LPL�TCL�Tritel�Total Booths��Western��Colombo Negombo Gampaha

Kalutara�748

72

37

35�192

15

154

11�784

23

26

44�473

18

40

16�218

70

35

20�2415

198

292

126����Sub Total�892�372�877�547�343�3031��Southern���42

64

52��34

45

38�28

43

22�

27

33�104

179

145����Sub Total�158�0�117�93�60�428��Central���43

72

14

29��82

4

27

27�48

3

6

6�31

14

15�204

93

62

62����Sub Total�158�0�140�63�60�421��Sabaragamuwa���29

15

23��19

13

23�13

9

10�13

25�74

62

56����Sub Total�67�0�55�32�38�192��Uva���37

42

17��17

18

7�8

15

8��62

75

32����Sub Total�96�0�42�31�0�169��North Central���47

15��34

10�9

8�

30�90

63����Sub Total�62�0�44�17�30�153��North West���23

14��42

20�15

8�43

20�123

62����Sub Total�37�0�62�23�63�185��East���18

40

26��0

4

20�5



25��23

44

71����Sub Total�84�0�24�30�0�138��North���25

8��2�9��36

8����Sub Total�33�0�2�9�0�44����Total�1587�372�1363�845�594�4761��

__________

� Views expressed in this paper are of the author and do not necessarily reflect the views of the Commission in which he is employed
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