





Analyzing the Competition








Competition in telecommunication must take into consideration all other methods of communication as potential competitors.  What are the other means by which people communicate?  Some examples may include:  the postal service, the Internet and e-mail systems, newspapers, and face-to-face contact.  What other examples can you think of?   





Competition also means allowing users a choice of services and providers.





This sort of structural competition is a relatively new concept in the telecommunication sector throughout the world.  Telecommunications has historically been a government monopoly, but this started to change in the early 1980’s; and it seems that across the globe the ideas of competition, liberalization, and privatization are becoming the norm.  Telecom entities are in the midst of some very crucial decisions as well as challenges regarding the future of this valuable resource.  Many countries are realizing the potential benefits of competition to increase the efficiency and the scope of their telecommunication sectors and are generally making great strides in this direction.





Developing countries are finding themselves at different stages of liberalization; and so competition may take many structural forms.  (For more information, please see a recent paper by Jaime Herrera.�)





Different trends include:





Liberalization means the opening of the domestic market to competition from foreign services suppliers, including other operators.  Liberalization brings in much needed foreign capital and expertise which can be beneficial to telecommunication development objectives.  In Africa, Tanzania’s liberalization has taken the form of a joint venture with Millicom International S.A. to provide mobile cellular services.  In order to promote liberalization, the governments of Uganda, Ghana, and Guinea, have created a favourable regulatory and investment environment.





Privatization means the transfer of full or partial ownership of a state-owned enterprise to the private sector.  For example, in Africa: Kenya and Nigeria are allowing competition for terminal equipment, and Ghana and Uganda intend to allow competition in their national telephone service.�  These countries have realized that competition brings additional economic development and benefits such as attracting private investment and promoting innovation, efficiency, and lower prices.  European countries such as Germany and France, under pressure from the EU to disband monopolies, are waking up to the benefits of private sector involvement in telecommunications. 














Competition and Marketing





Now that we have a common understanding of some of the major structural forms of competition, we should look at how this relates to marketing.  Basically, marketing of products and services exists due to competition in the marketplace.  This includes both the competition from different methods of communication as well as the competition that results from other service providers.  Although most African telecom entities are still monopolies, this may not be the case in the near future due to increased pressure to meet demand in an efficient manner.  When there is competition, a company must define its own goals and objectives in order to compete with the goals and objectives of the competitors.  The marketing view of competition means defining who the competitors are, what the competition consists of, and what are the competitors’ strengths and strategies?  





Let us begin by analyzing the industry structure of the telecommunication sector.  An industry is defined as a group of firms or organizations that offer products or services that are substitutes for each other.  





A competitive industry structure includes the following factors:





�


number of sellers


product differentiation


entry and exit barriers


cost structures


vertical integration


global reach











The number of sellers in the industry can range from one (monopoly) to a few (oligopoly) to many (competitive).  Which situation is present in the telecom sector in your country?  More importantly, with all of the changes taking place in telecom, which type of structure do you expect to exist in the next five years?  In order for any marketing plan or strategy to be successful, you must anticipate the future and the future competition.  





Product / services differentiation involves those attributes that distinguish the offerings of your organization from the competitors.  Telecommunications in the past was a fairly homogeneous industry where a phone was a phone.  This is no longer the case as the types of telecom products and services available cover a wide range of needs.  What is the level of differentiation in the telecom sector in your country or region?  You should be able to list the various products and services on the market.  For example, products can include residential phones, payphones, cellular phones, telex, analogue, digital, or fibre optic equipment.  Services include installation, maintenance, customer handling, and billing.





The entry and exit barriers for the telecommunications sector are quite high.  In other words, the basic requirements to enter this market are a significant amount of money, time, technology, and in many cases, even regulatory and legal changes.  Therefore, the potential competition will have to make a firm and long-term commitment to enter the 





telecom sector.  When correctly enacted by the host government or the investment board, this barrier can also “weed out” those companies which are only interested in making a quick fortune.  What are the entry and exit barriers that exist in your telecom sector?  





Cost structure looks at where your industry has to spend the greatest amount of money to provide the product or service.  For example, telecommunications incurs heavy manufacturing and technological costs in order to produce and install the equipment.  It also then involves the cost of technical training, maintenance, and customer service.  Those companies which are aware of where the costs come from and attempt to strategize to reduce costs where possible, will be more successful in the end, regardless of competition.





Vertical Integration deals with the extent of control by the company over the raw materials and manufacturing of the products as well as the distribution and sales.  This is relevant in the telecommunications sector in Africa due to the almost exclusive reliance on foreign suppliers of technology and equipment.  If it were possible for local manufacturers to produce some of the equipment, you would have more control over the cost and profits in this area.





Telecommunications is an increasingly global industry.  Unfortunately, Africa is only just now becoming a vital part of the worldwide aspect of telecom.  With giants such as AT&T and France Telecom proposing projects for the African continent, it is high time for an increase in regional cooperation and planning so that African countries retain rights and profits within this powerful industry.  








Analysis





In addition to understanding the above factors and the role each plays in determining the structure of competition, you need to try and identify the goals and objectives of the competition.  If possible, you should study the potential competitor’s product range and quality, their pricing strategy, and their target markets.  Knowledge of these factors will help you to determine the best marketing strategy for your organization.  It is not always easy to find out this information and often you have to make assumptions based on limited information.  This is what happens even in advanced marketing environments.  





Another important step in analyzing the competition is to consider the different methods of communication that compete with the telecom industry.  What are the advantages and disadvantages of other methods of communication (given some of the factors above)?  What are the major competing methods of communication in your country, and what will they be in the next five or ten years?  





Think about the emerging trends for structural change in telecom.  What are the benefits of liberalization, privatization, and other forms of competition?  What are the pitfalls?  Which type of competitive structure is most appropriate for your telecom entity and your country?  What are the feelings within your organization toward competition?





You must not only be aware of the competition but begin to define a strategy for your company to compete.  What are your competitive advantages?  A competitive advantage is an area where your organization has a strength while your competitor has a 





weakness.  For example, knowledge of the customer and ability to meet the customers needs can be a competitive advantage over a completely foreign operation.  The ownership of the infrastructure including the wires, poles, and switching equipment can be another competitive advantage.  In another example, if business documents are now being sent by international post or courier, providing fax machines to your customers could give your company and your customers a strategic advantage in time and money.  


� “Re-engineering in the Telecommunication sector”  in the publication Useful Reading for Directors and Managers:  General Principles of Telecommunication Management, Vol. II, ITU, Geneva, p.122.


� The Development of Telecommunications in Africa and the General Agreement on Trade in Services Report, ITU, Geneva, p.13.





Analyzing the Competition





�PAGE  �4�








�PAGE  �4�


ANALYZ~1.doc





Analyzing the Competition





ANALYZ~1.doc














