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US Telco multinational perpetuates the digital divide in South Africa

The South African telecommunications market for fixed-line services is dominated by the monopoly Telkom SA. It was formerly 100% owned by the government, but in 1997, 30% (and management control) was bought by Thintana, a consortium of Telekom Malaysia and SBC Communications of the US. SBC dominates with 18% of Telkom to Telekom Malaysia's 12%. 

As part of the deal, Telkom was granted a licence giving it, among other things, the right to be the exclusive provider of basic telecommunications services to all South Africans for five years. Apart from the existing mobile operators MTN and Vodacom, no other company was allowed to carry voice traffic for customers, either within South Africa or internationally. The result has been five years during which South African telecommunications users - despite a booming global telecommunications market - have endured high costs, indifferent service and aggressive attempts by Telkom (under SBC management) to limit the activities of Internet Service Providers and Value Added Network Service providers. 

Telkom's monopoly is due to end in May 2002, and South Africans have looked forward eagerly to the benefits of a competitive telecommunications market. There was dismay when draft telecommunications policy directions issued in February 2001 proposed to licence only one new national operator, entrenching a duopoly for several more years.  After extended public consultation, revised policy directions released on July 27 proposed two new national operators, and promised a more competitive, customer-oriented telecommunications environment. 

Despite the widespread public support for this policy, the Cabinet on August 15 backtracked and announced that only one new operator would be licensed after all. This followed intense public and behind-the-scenes lobbying by SBC and other existing operators. SBC (a Fortune top 50 company) went so far as to threaten to divest from Telkom if the policy went ahead. This would have had a major negative impact on government plans for an IPO of a further stake in Telkom in early 2002, raising much needed cash to fund this emerging nation's Budget. 

This is a clear case of multinational interests clashing with the developmental needs of a nation. The Cape Telecommunication Users' Forum (CTUF – www.ctuf.za.org) is convinced that all the efforts of local and international civil society groups to bridge the digital divide are undermined when a single large company is able to influence government policy to benefit itself. 

CTUF requests that any proactive work performed by international civil society groups addresses both the constructive and selfish corporate practices of foreign multinationals which claim to be bridging the digital divide by investing in Africa.
South Africa has the potential to thrive in the information economy; but to do that we need good, cheap, widespread telecommunications. It's bandwidth, not bullion, that will be the wellspring of growth in the 21st century.

About CTUF

The Cape Telecommunications Users’ Forum (CTUF) was initially formed in response to the Department of Communications’ new telecommunications policy directions. CTUF aims to represent the interests of telecommunications users in the Western Cape in global, national, provincial and local policy discussions, in the press and in any other relevant forum. 

CTUF promotes the values of innovation, open market competition and the liberalisation of the telecommunications and Internet sectors as a means of supporting equitable development, job creation and economic growth. 

CTUF operates as a voluntary forum through a public e-mail list. CTUF does meet from time to time in the real world. CTUF includes users from the academic, business, media and government sectors who provide input in their individual capacities. 

For further information see the CTUF web site – www.ctuf.za.org. 
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