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By Johan Fourie

TELECOMS

Why #DataMustFall

Research has shown that employment rates in an area rise when the population can access the internet cheaply,

ath the Independent Communications

Authority of South Africa (lcasa) and the

Campetition Commission are concerned

about South Africa's high data costs. And it s
about time.

Of the 48 Africen countries ranked by
ResearchICTAR ca net for the first quanter of 2017 SA was
the 22nd maet expensive inwhich ta buy 1G6B data. All of
Sfs main competitors on the continent, including Egypt
[firet), Ghana (fourth), Migeria (alghth) and Kenya (15th)
ranked higher. Our poorest nelghbour — Mazambigue —
ranked second, with $2.27 for 1GE in contrast to our
ot of $749.

Cansurmers have known this for scometime. Last year,
radio personaliy Thabo “Tho Touch” Malefe started &
Twimer campaign — #DataMuetFall - that went viral He
was subsagqueantly invited ta address the parliamentany
partfolio committee on telecommunications and postal

Tha Tauch
Racia personalicy

sarvices abaut the high cost of broadband In SA. Sald Janas Hjort
Malefe at the time: "The pawer of data gives access to ;55'5'-9'“5::’&5;&';;;
education, mentorship, skills training, financial assistance, ':E: sm:assscm

Job zearching and recrufters *
Malefe is correct. There |s now ample evidence //—‘
globally to showrthat intemet access et affordable prices.
e carrelated to batter job market appartunities. This is /
aspecizlly true in SA, where the emplyment rate = seven
pareentage points higherin areas connected tothe intemet |
than thase with na connection. The problem is that
aconornists have struggled m show thae this relatianshin =
causal: areas with intemet connectivity usuzly nave all the

Junas Poulsen
atheramenities that are accocisted with better job rmarket ECOnoMmics lecturer at
praspacts. It then becomas an empirical question of how Farvart Universicy

o separate the effect of internet connectivity fram things
like educatian, Irfrastructure and wea ith that also affect job
miarket prospacts,

A new NBER working paper by Jonas Hjort of
Calurmnbia University and Jonas Pouleen of Harvard
Uniersity offers an answer. The twa authore explait
the gradusl arival of 10 submaring intemet cables from
Eurape | citles an Africa’s coast |nthe late 2000s and
early 2010¢ to [dentfy whether the higher speeds and
cheaper data costs crested new jobs,

Firet, they show that the arrival of the cables did,
in fact, Increase average internet speede and the
expansion of the netwark, They then comparethe
changes inamplayment pattems in cities and towns
with a bigger versus & smazller Incraase in aceass to
fast imernet. “In each of three different datasets that
tagether cover 12 African countrles with a combined
papulation of raughly halfa billan people, we find a
significant relatve incresse — of 4.2% to 10% - in the
amployment rate In cannected aress when fast internet
becames avallable”

“We find a significant
relstive increase - of

4%
0%

in the amplaymont
oonnected areas when

internet beoomis available.”

Just as Maolefe sald: faster and cheaper Internet
creates jobs!

As with any economic change there are both winners
and losers. Hiort and Poulsen show that the faster, cheaaper
interret reduces emplayment o urskilled jobs, bue
“enebles a bigger increasein employment in higher-skill
occupations”. In ather wards, [ust as automation does in
the developed world, faster intermet in Afrlca results ina
change in the types of skills required. One might expect
the conseguanca o be deeper levels of inequality. Nat true,
say the authors, especially in SA. Faster, cheaperinternat
enables South African workers of low and intermediate
educational atainrment “to shift Into higher-skill jobs t
& graater extent than highly educated warkere” The net
effect is that fast internet lowers employment inequality
across the educatianal attainment range in S4

Sa what tyses of jabs were created by the arrival of the
submaerine cables? The authars Tind that “new and new
types” of obe were craated via the "extensive margin®
(rmeaning: naw users) and “intansive margin® (meaning:
different use of the internet by existing users)

Using datailed firm level data, they show that, In 54,
new firme are established, notably In sectore that benefit
from information end communication technology (ICT).
I Exhiagls, existing firms improve thelr produstivity. In
ather African countries likaGhana, Kenya and Migeria,
firms with access to the faster cheaper intemet expart
mich mare, periaps, the suthors suggest, becauee
*wabsite communication with clients become easiar”.

Technology is not just & threst to job crestion - itis
also an apportunity. But as the #DataMustFall movermnent
has shown, fast Internet access remains a mirage for
mast South Africans. That is hopefully changing. Non-
profits, like Praject lsizwe, want to fad litate the rall-out
of free WiF| in public spaces in low-incorme communites,
as it is already doing in Tshwane. Similar initiatives are
fallowing in SA's other metras. Both Google and Facebook
are designing new technalagies that could revalutionise
connectivity in rural aneas.

Cansumers are rightfully angry abaut the high cost
aof data inthe country. Yet it ls local entreprenedrs and
their employees who should be most upset, As Hjort
and Poulsen shaw, cheap dats will ereate mave firms
and mare, better-paying jobs. “Employment responses
aof the magnitude we document indicate that building
fast internet Infrastructure may be amang the currently
faasible policy sotions with the graatest emplaoymeant-
creating potential in Africa”

Fast and cheap internet s probably the simplest
way to alleviate SA's high unemployment conundrum.
Palicymakers should take note. m
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