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Abst r act
In the early 1990's inportant structural policies began in Greece in
t he t el econmuni cati ons sector. A gradual openi ng of t he

t el econmuni cations narket to conpetition, along with the establishnment
of a regulating framework, was adopted. The privatization and the
reorgani zati on of the public tel ecomunication organization (0TE) were
al so adopt ed.

In this article we examine the refornms in the teleconmunications
sect or in G eece. Especi al | y, we exan ne i f t he G eek
tel econmuni cation market refornms, a) intensified the conpetition and
b) affected the tariff of the services offered (fixed telephony,
nobi | e tel ephony and internet).

The data refers to 44 of the nobst promnent conpanies of fixed
t el ephony, nobile tel ephony and internet services and was conpiled by
neans of interviews with the help of a questionnaire. W eval uated
t hese data descriptively using SPSS program

From the enpirical research conducted, it was found out that the
reform of Greek tel econmunication market, firstly caused the entrance
of new enterprises to the nmarket and increased the conpetition and
secondly reduced gradually the tariff of the services offered.

Keywor ds: G eece, telecomunication, privatization, market structure
conpetition, pricing.

| nt roducti on

The efforts to create a conpetitive envi r onnent in t he
t el econmuni cations narket in Greece began in the early 90's with the
liberalization of both the nobile tel ephony market (Law 2075/92) and
the termnal telecommunication equiprment (Law 2246/94) and were
conpl eted through a strenuous process at the end of 2000. Law 2867/00
provides for the abolition of the exclusive rights of OTE (Hellenic
Tel econmuni cation Organi zation), nanely installation, operation and
exploitation of the public telecommunication network and the provision
of voice telephony, thus resulting in the full liberalization of the
market and its opening to conpetition. The gradual lifting of the OTE
nonopol y, the introduction of conpetition and the establishnent of the
EETT (Hellenic Tel ecommunication and Post Comm ssi on) as an
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i ndependent regulatory authority have brought about significant
changes to the operation and perfornmance of the narket.

In this article we exam ne the consequences of the above nentioned
reforms in connection with specific nmarket indices, which have been
grouped by separate categories based on international bibliography
(1'TU 2005, OECD 2003, CECD 1999). These indices are grouped according
to:

market structure (narket conpetition, market regulation and narket
trends and prospects),

pricing policy of the services offered (fixed telephony, nobile
t el ephony and internet).

As a sanple we use 44 conpanies, which were active in the Geek
tel econmuni cations market during the tinme period 1992 - 2005. W
collected the primary data about these conpanies by neans of
intervi ews.

Met hodol ogy and Dat a

From the Conpanies’ Register of the Hellenic Tel ecomunications and
Post Conmi ssion (EETT) we identified a total of 108 providers of basic
t el econmuni cations services. Primary research was conducted in 2005,
during three phases. During the first phase, the questionnaire was
edited and inproved with the help of a pilot interview During the
second phase telephone contact was made with every conmpany in the
field followed by the questionnaire which was sent by e-mail. During
the third phase tel ephone contact was resuned in order to finalize the
neetings with the conpetent conpany executives.

Finally, 44 conpanies (41% took part in the research. The reliability
degree of the sanple is considered high,' likewise the information
quality, which resulted from interviews wth top nanagenent,
marketing, public relations’ and personnel’s executives.

The data was eval uated descriptively using the Statistical Package for
the Social Sciences (SPSS).

Resul ts and Di scussi on

The applied policy caused a wide range of changes not only in the
structure of the nmarket but also in the enterprises’ pricing policy.
More Specifically:

Mar ket Structure

Conpetition

The conplete deregulation of the Geek telecomunication narket
provoked a successive entry of new telecommunications enterprises.
Since 1992, when there was just one enterprise in the Geek

! Areliability analysis was conducted with the use of Cronbach Alpha coefficient, the
val ue of which was 0.6456. This fact confirms the cohesion of questions asked, which had
the same object. Consequently, the statistical analysis results (that follow) are deenmed
saf e.
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t el econmuni cati on mar ket (OT.E - Hel | eni c Tel econmuni cati on
Organi zati on), we identified now - 2006 - a total of 108
t el econmuni cations enterprises in all the fields of relevant services.
Qur findings are in accordance with the findings of sone other
researches that were conducted in various countries. Indicatively, we
nention Mn (1999) who, studying the telecomunication sector of
Japan, concluded that the sector reformled to the entry of many new
enterprises and particularly to the presence of nmany nultinational
tel econmuni cations enterprises. Athreya (1996) and Sinha (1996)
conclude, also, that the reform of the Indian teleconmunications
sector generated the entry of foreigner enterprises. In the case of
Ghana, the reorganization of the telecomunications sector caused,
also, the entry of four new enterprises in the field of nobile
t el ephony (Haggarty & Shirley, 2003).

The gradual entry of new enterprises and the existence of various

products and services called forth the intension of nmar ket

conpetition. Specifically, by the use of “Herfindahl indicator”, we
see that the concentration indicator for the fixed telephony from
value “1” (rmonopoly) in 2001, was decreased to the value “0,51" - in
2005 (lower market concentration). In the field of nobile telephony,

the above concentration indicator was decreased fromvalue “0,40" - in
1988 - to the value “0,31" - in 2005. Finally, as for Internet, the
| evel of nmarket concentration was decreased from“0,50” - in 1998 - to
“0,26", in 2005 (Table 1). As a result, we have nore intense

conpetition in the fields of fixed telephony and Internet. On the
contrary, in the field of nobile tel ephony we have the |ower intensity
of market conpetition degree.

Table 1: The level of market concentration regarding fixed tel ephony,
nobi | e tel ephony and Internet (Herfindahl indicator).

[ 1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005

Her fi ndahl i ndi cator

Fi xed tel ephony - - - 1 0,92 (0,77 | 0,57 | 0,51
Mobi | e t el ephony 0,40 | 0,34 | 0,33 |0,33|0,33|0,32| 0,31 |0,31
I nt er net 0,50 |0,50| 0,50 | 0,44 |0,37|0,30| 0,27 | 0, 26

(Source: Fixed telephony enterprises, Mobile telephony enterprises,
Internet enterprises)

In the following Table 2, 41 out of 44 enterprises of our survey
(92,3%, indicate that the main characteristic of conpetition is the
tariff policy (answers’ nean 4,60). The second nost inportant
characteristic is the advertising and nmarketing policies (answers’
nean 4,37), as 92,3% of enterprises evaluate this factor as a
significant one. Mre than half (52,2%, evaluate, as the third nost
significant elenment of narket conpetition, the quality of custoners’
service (answers’ nean 3,47). The level of conpetition with regard to
technol ogy and to experienced and specialized personnel were eval uated
as less inportant factors of conpetition, having answers’ nean of
“3,28" and “2,91", respectively. Cenerally, 35 out of our 44
enterprises, rate the conpetition in the Geek teleconmmunications
nmarket as “very intense” up to “extrenely intense” (answers' nean
3,88). The elenment of conpetition intension was also indicated in the
preceding researches. Indicatively, we nmention the research by
Quttierrez & Berg (2000), who, based on the data from 19 Latin Anerica
and Caribbean countries, underlined the growth of investnments only in
those countries that tried to reform their teleconmunication narket.
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In the same direction were the findings of Fink et al. (2003) research
exam ning 86 developing countries from Africa, Asia, Mddle East,
Latin America and Caribbean countries, who concluded that the
deregulation of narkets led to the increase both in the min
tel ecommunications lines and in the level of Ilabor productivity.
Madden et al. (2003), examning the case of 12 Asian-Pasific
countries, concluded that the elenent of market conpetition in the
t el econmuni cati ons sector pronoted the | evel of sector productivity.

Table 2: The conditions and characteristics of conpetition in the
G eek telecommunications market (high/low evaluations and answers’
neans) .

very little nmuch or answers’

or little very nuch nean
Conpetition intensity 2,3% 79, 6% 3,88
Conpetition in technol ogy 11, 4% 36, 3% 3,28
Conpetition in advertising and o
mar keting policies 0,0 93, 2% 4,37
Conpetition in quality of o o
custoners’ service 11, 4% 52,2% 3,47
Conpetition in tariff policy 0,0 93, 2% 4,60
Conpetition in experienced and o o
speci al i zed personnel 27, 3% 20, 5% 2,91

(Source: data research)

Mar ket Regul ation

The transition from nonopolistic to conpetitive market conditions,
generated the need to create a set of prescriptive rules in order to
achieve a normal transition and also an organized devel opnent and
operation of the tel econmunications market.

The outcone of our survey data is that a regulating policy in the
G eek case presents sone special problens. This observation cane out
also from other preceding researches. Specifically, Lee & Ypsilantis
(2002) studying the Polish telecommunication narket were led to the
conclusion that the applied process reform produced nediocre results
due to insufficient regulating context. It's the same as in the cases
of Hungary, Chana, Malawi, and Cote d Ivoire as we can point out in
the researches by Vanyai (1998), Haggarty et al. (2003), Carke et al.
(2003), and Laffont & N Guessan (2003), respectively.

Specifically, only 27,3% (12 enterprises) consider that the EETT is

“much” or “very much” independent authority. An extrenmely high
percentage (22,8% of enterprises) considers that the EETT is “very
little” or “little” independent (answers’ nmean 3,00). Wth regard to

the conpetences of EETT, 27,3% of them (12 enterprises) consider that
it is deprived of the appropriate conpetences that would ensure the
normal and effective market function (answers’ nean 2,95). The notion
of enterprises’ mistrust against the EETT authorities could be mainly
expl ai ned by the predom nant market perception that the EETT is ruled
by government, which is also the basic shareholder of the don nant
sector enterprise (0.T.E)(Table 3).

In conclusion, the mgjority of our sanple (77,3%, nanely 34 out of
44 enterprises, consider that OT.E., as the leading enterprise of the
Greek teleconmunications narket, behaves in a way that causes
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predi canents with regard to the conpetition and sets barriers to the
entry of new enterprises in the sector. Only 6,8% (3 enterprises)
considers the opposite, that is, OT.E operates in conformty wth
the instructions of the EETT in order to pronote narket conpetition
(answers’ nean 1,28). Mainly, the problem emanates from the fact that
OT.E operates contrary to the |law regulations on free access of its
| ocal telecommunications centers to the advantage of alternatives
providers. This process could offer to conpetitors the opportunity to
render a variety of services (tel ephone calls, Internet access, etc),
without the obligation on part of the custoners to pay constantly a
fixed charge to OT.E., but sinply to deal with the enterprise that
of fers these services (Table 3).

Table 3: Regulating policy in the Geek teleconmunications Market
(1 ow hi gh eval uati ons and answers’ nean).

very little or much or very answer s’
little much nmean
EETT S 22, 8% 27, 3% 3,00
| ndependence
EETT' s Conpet ences 27, 3% 27, 3% 2,95
OTE’'s Conformty 77, 3% 6, 8% 1,28

(Source: data research)

Prospects of the Greek Tel ecommuni cati on Mar ket

As for the prospects of the Geek tel econunication narket, in the
context of a continuously intensified conpetitive environment, the
processing of the answers revealed a sense of optimsm anong the
enterprises, as far as the prospects of the Geek telecomunication
market is concerned. Mre specifically, 29 out of 44 enterprises of
our research (65,9% believe that the dinensions and the growmh rate
of the Greek tel ecomunication nmarket is going to increase in the next
years “much” up to “very nuch” (answers’ nean 3,74), whereas 36, 4% of
the enterprises (16 enterprises) considers that the Geek nmarket falls
short conparatively to the dinensions and growh rate of the other
E. U nenbers states(Table 4).

The vast mgjority of the enterprises of our sanple, expects nmgjor
changes regarding the structure and the environment of the Geek
t el econmuni cation  narket. Speci fically, 79,6% (35 enterprises)
considers that, the existent enterprises in the telecomunication
sector are going to be involved (“rmuch” up to “very nuch”) in
processes of corporate takeovers and nergers (answers’ nean 4,14), in
the near future (Table 4).

Table 4: Prospects of the Geek teleconmunications market (Iow high
eval uations and answers’ nean).

very little or much or very answer s’

little much nmean
Today di nensi ons and 36, 4% 20, 5% 2 88
growmh rate
Future dinensions and o o
growth rate 6, 8% 65, 9% 3,74
Corporate takeovers and o o
er ger s 2,3% 79, 6% 4,14

(Source: data research)
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Furthernore, our research shows that the enterprises’ outlook about
tariff policy is quite definite. Specifically, the processing of our
data research reveals that 84,1% (37 enterprises) consider that, in
the next years, the price of provided telecomunications services is
going to decrease(Table 5).

Tabl e 5: The prospects of G eek tel econmuni cations market.

i ncrease | decrease | unchangeabl e

Tariff policy outl ook 9,1% 84, 1% 6, 8%

(Source: data research)
Pricing of Tel ecommuni cati ons Services Ofered

As the result of the entry of new enterprises and the intension of
mar ket conpetition, a revision of tariff policy took place towards a
progressive reduction of prices. Qur conclusion is consistent with the
concl usion of major existing researches. Indicatively, we refer to the
research by Boyland & N colleti (2002) who, examning 23 CECD
countries, concluded that the intension of conpetition led to |ower
pricing. Al so, Madden & Savage et al. (2003) examning the
t el ecommuni cation sector in 12 Asian-Pacific countries, concluded that
the reform of the narket and the investnment in digital technol ogy
caused price reduction. The same was the conclusion of various
researches concerning the telecomunication sector both in devel oped
and devel oping countries. The same conclusions share the researches
conducted by Mn (1999) for Japan, Ypsilantis (2000) for United
Ki ngdom Xavier & Ypsilantis (2000) for Spain, Yamada & Ypsilantis
(2001) for Ireland, Heracleous (2001) for Singapore, Dia et al. (2002)
for Senegal. Specifically:

Fi xed Tel ephony

As we can see in Table 6, the prices of all relevant subcategories of
fixed tel ephony (local, trunk, international calls and calls to nobile
phones) have decreased. The only exception has to do with the nonthly
fixed rental which has increased. The nmajor reason for this appears to
be connected with the nonopolistic role of OT.E. within the Geek
tel ecommuni cation network. In the sane direction were the concl usions
of the research conducted by Mn & Ypsilantis (1999) studying the
t el econmuni cation  market of Neder | and. They found that t he
introduction of conpetition in Nederland s telecommunication nmarket
caused the reduction of prices, especially in the case of
international calls. Also, we nmention the research of Xavier (1996)
and Sato & Ypsilantis (2000), who exam ning the case of Australian and
Dani sh tel ecommuni cation market respectively, has reached to the sane
conclusions as well Hughes & Philips research (1999) in point of USA
t el ecommuni cati on market. The common result of all the above conducted
researches is the significant reduction of international and |ong-
distance calls. Simlarly, Willstein (2001) based on a sanple of 30
African and Latin America countries reached to the conclusion that the
i ntroducti on of nmarket conpetition led to price reduction of 3 mnutes
duration local calls.
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Table 6: Fixed telephony's price developnment (in €-cents, VAT is
excl uded)

2002 | 2003 | 2004 | 2005
Fi xed rental (NMonthly) 9,98 | 10,49 | 11,40 | 11,90
Local calls (1 mnute) 0,025 | 0,025 | 0,024 | 0,024
Trunk calls (1 mnute) 0,049 | 0,050 | 0,048 | 0, 048
International calls (1 mnute) - - - -
a) EU country 0,181 | 0,177 | 0,177 | 0, 166
b) Eur o- pean country outside EU| 0,216 | 0,217 | 0,214 | 0, 193
c) USA 0,181 | 0,179 | 0,176 | 0, 166
d) Japan 0,196 | 0,191 | 0,186 | 0,170
e) South Africa 0,420 | 0,430 | 0,416 | 0, 382
Calls to nmobile (1 mnute) 0,214 | 0,219 | 0,207 | 0,181

(Source: data research)

Mobi | e Tel ephony

The prices of nobile tel ephony are also on the decrease. Particularly,
the cheapest nonthly fixed rental program of each enterprise has
consi derably decreased (66,18%. W have to nention that the increase
of the nonthly fixed charge, since 2003, is due to some prograns
providing extra free tine for calls, which is to the advantage of the
consuners. Simlarly, the mninmum call charge, in the period 1993-
2005, is on the decrease. The high prices during the first years of
nobil e telephony could be explained, according to the business
executives, as the result of huge investnments in order to participate
in the acquisition process of 2" and 3" generation certifications, the
devel opnent of the telecomunication network, and the expenses for
research and the rendering for new services and products (Table 7)
This finding validated by various conducted researches on the
tel econmuni cation market in Dennark (Sato & Ypsilantis, 2000), Italy
(Ypsilantis & Mn, 2001 and Sacripanti, 1999), USA (Hughes & Philli ps,
1999), Hungary (Vanyai, 1998), Czech Republic (Xavier & Ypsilantis,
2001), and Ghana (Haggarty et al., 2003).

In contrast, the SMB cost since 1996, when this particular service was
offered for the first time, has increased. The reason for this could
be the low pricing of that service when it was originally offered in
order to attract new costuners (Table 7).

Table 7: Mbile telephony's price developnent (in €-cents, VAT is
excl uded)

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Mont hl y
fixed 27, 88 27, 88 27, 88 22,75 18, 34 13,21 10, 76 8, 02 7,72 7,72 9, 44 9, 9,43
rent al
M ni mum
E:Tar ge 0, 0052 | 0, 0054 | 0, 0056 | 0,0069 | 0,0060 | O,0041 | 0,0054 | 0,0043 | 0,0043 | 0,0043 | 0,0040 | 0,0040 | 0,0037
second)
1 SMS 0,079 0,079 0,078 0, 082 0, 084 0, 083 0, 085 0, 081 0, 081 0, 083

(Source: data research)

I nt er net

In the Greek internet market, significant conpetition dom nates only
regarding the fixed subscription charged by every conpany for the
provision of internet services, which decreases significantly (Table
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8). On the contrary, the nonthly fixed charge paid by the subscribers
is exclusively set by OTE (the only company wth an integrated
net wor k), which doubled during period 1998-2005. The use charge stays
the same for 7 consecutive years since 1999. This is attributed to the
fact that internet access is made possible via the use of a Single
Nati onal Access Number (ENAK) or Regional Access Nunmber (IE.AK), which
are charged every time according to the respective rates set by OTE.
To the extent that our research confirms price downfalls, it agrees
with the research conducted by Ypsilantis and Mn (2001) and
Sacri panti (1999), who, after havi ng studi ed t he Italian
t el econmuni cations market, have observed that prices in internet
services have fallen.

Table 8: Internet price developnent (in €-cents, VAT is excluded)

1998 1999 2000 2001 2002 2003 2004 2005
?gzig:y fixed | ¢ o7 6, 75 6,75 8, 22 9,98 | 10,49 | 11,40 | 11,90
Usage rental
(per peak 0,458/ | 0,352/ | 0,352/ | 0,352/ | 0,352/ | 0,352/ | 0,352/ | 0,352/
hour /non 0,229 | 0,176 | 0,176 | 0,176 | 0,176 | 0,176 | 0,176 | 0,176
peak hour)
Fi xed
subscri ption 15,20 | 15,01 | 13,09 | 13,74 | 13,64 | 11,87 | 10,68 | 10, 34
charge (
PSTN 56k)

(Source: data research)

Concl usi ons

In this article we have investigated if and to what extent the
liberalization of the telecommunications market in Geece has
influenced its structure and pricing. In order to achieve this, we
conducted an enpirical research in 44 of the nobst inportant conpanies
in the sector in 2005 and we gathered data for period 1992-2005. W
el aborat ed these data descriptively using SPSS program

Qur descriptive research has shown that narket |iberalization indeed
i ncreases conpetition, decreases the concentration degree (based on
Herfindahl index) and results in lower prices. In this way, our

results confirmthose of other research studies conducted in devel oped
as well as in devel opi ng econoni es.
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