PRESENTATION TO THE PARLIAMENTARY PORTFOLIO COMMITTEE ON COMMUNICATIONS OBJECTING TO THE HIGH CELL PHONE RATES OF SA.

It is with disdain that I see the "Christmas party" given to employees to a cell phone network provider that cost R30million to host 7000 staff (Vodacom) 

It make me perceive that there is an extravagance of profiteering. Yes they have shareholders to keep happy. The golden goose has been laying eggs for a long while to be able to put in infrastructures within SA.

India has some of the cheapest rates such that it is cheaper for me to phone Indian cell to SA landline than a cell to cell in SA. There are still more providers wanting to get in on the act in India. Furthermore India is larger than South Africa and they still manage to make a profit and put in new infrastructures, so why can't the networks in SA do the same and everyone wins but not with exorbitant profits averaging some pre-tax profit of R17Billion at the expense of most in SA. It is a captive market so there is no possibility of a network being wiped off the map. 

The cell phone network providers are making the poor poorer even when they supply community phones at rates 100 times that of India albeit a minimum of  43% less than normal rates. 

It saddens me that a single sourced telecommunications giant like Telkom has to advertise and lay off workers and then charge exorbitant rates for connection fees to a landline from a network provider. Typically R1. Telkom is too big for anyone to take to the competition board as they have so big a might with the profits they make and don't put in infrastructure in a lot of rural areas where there is the poorest of the poor, who rely on cell phone coverage at exorbitant rates, based on their low income. This in turn makes them even poorer. Note pay as you go is typically 100% to 40% more than contract rates which most of the poor use and not community phones. 

As a communications engineer in military communications myself I have the ability to identify what operation installation and maintenance costs are. 

So with the aforesaid in mind I support a full disclosure audit on all network providers to prove their cost and profit and over the past 5 years including the cost of local new infrastructure and maintenance. Most are putting infrastructure in the rest of Africa to the tune of typically R28billion capital expenditure.

This should be an eye-opener as to the profit margins. Typically at present the pre-tax profit is 50% of the operating revenue. We are all in a capitalist society and profit is the name of the game but not to pull the poor down further into the dirt. Also they need to disclose shares held by government and foreign organisations such as pension funds etc. so there is no collusion and ulterior motives or pressure brought to bear on the disclosure.

I believe that ICASA is not independent and qualified enough to do such an audit, as this organisation has had  many years to sort out cell phone charges. My suggestion is have a forensic auditor backed by foreign technical experts possibly from India or Namibia who has knowledge of cheaper infrastructures. This will ensure impartiality of the whole process. Profit margins would not be affected if interconnection fees were dropped due to the fact that there would be more usage available to all including the poor, such as in India.

Furthermore with the entrance of Cell C in 2001 and Virgin into the market the connection fees between providers (R1.20 and Telkom R1.01) has steadily increased to push out these 2 providers from the 2 role players Vodacom and MTN. It needs to be checked as to when these increases of many hundred percent over the years has taken place to see if there is or was collusion by the major stakeholders including Telkom by the competition board. 
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