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Abstract

Internet access in for households in Dhaka, Bangladesh is characterized by high cost and slow connections. Customers suffer
due to the weak infrastructure, limited bandwidth and costly service provisions. There is interest, especially among the urban
young, for Internet access. This segment is well aware of the potential of using the Internet for information, communication and
entertainment. Despite this interest, growth in Internet access among households has been limited by the cost of getting the ser-
vices. Until recently the country connected to the web exclusively through VSAT and this has contributed both to the high service
charges and the limited bandwidth availability. Now that the country has been connected to the submarine fiber optic cable the
situation is improving slowly. The market is characterized by a large number of service providers serving a relatively small market.
Although the competition has driven down the price of access the cost of service compared to the purchasing power of a household
is still high. Interestingly, many households in Dhaka have graduated to cable modem connections, partly due to the weak land line
infrastructure. However, the speed of most of these connections is no better than dial up modem connections.  Service providers
contend that the cost of providing access is still relatively high. They have brought down their prices by selling a limited amount
of band width to a relatively large number of households. This has resulted in low speeds for the Internet connections. The end
result has been frustration for both the customers and the service providers. Households contend that the service they get is sub-
standard. The service providers counter that households want fast connections at prices that are uneconomical. Internet access
therefore remains fraught with challenges and problems. This paper is based on a survey of Internet access among households in
Dhaka and examines the issues facing households who need to access the Internet.
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1. Introduction vice provider and the customer. This paper looks at
the situation of Internet access in Bangladesh with par-

The number of users of the Internet in Bangladesh ticular reference to households in Dhaka.

was estimated at 0.45 million in 2006, according to the
International Telecommunication Union (ITU). This 2. Computer Base
translates into a mere 0.31% of the population. The
number of subscribers is even lower, at 0.1% of the
population (0.15 million) (ITU).

Computer penetration in Bangladesh is very low,
with an estimate of 12 computers for every 1000 per-
sons, in 2005 (World Bank).

However, there are plenty of Internet Service Pro-
viders (ISP) in Bangladesh, mostly based in the capital
city Dhaka. The first group of ISP started their opera-
tions in 1996, and since then there has been a prolifera-
tion of ISPs. In August 2007 there were 209 ISP listed
as operators by the Bangladesh Telecommunication
Regulatory Commission (BTRC).

On the other hand the rate of expansion of com-
puter purchase in Bangladesh is relatively high. Ac-
cording to research conducted by Springboard Re-
search of Singapore, the Bangladesh PC market regis-
tered a growth of 19.2% in 2006 as compared to 2005,
with 193,600 units shipped in 2006 as opposed
162,400 units in 2005. The growth in the economy and

Customers can therefore choose from a plethora of the higher spending on IT coupled with the low pene-
ISPs and yet they are confronted with confusing and tration base powered this growth. The expansion in the
conflicting claims regarding the quality of service. On PC purchases is likely to lead to an expansion in de-
the ISP side there are issues of high costs and high mand for Internet access.

expectations, which cause frustration for both the ser-
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3. Fragmented Marketplace

As remarked earlier the number of ISPs has in-
creased dramatically since the Internet came to Bang-
ladesh in 1996. There is a lot of competition among the
ISPs for customers but as yet no ISP dominates the
market. The well known players who have been offer-
ing their services for many years are well established,
but have not been able to consolidate their positions
allowing new entrants to come into the market. The
competition is particularly keen among the high end
market segment that makes up a lucrative portion of
the earnings of the ISP.

4. Customer Skepticism

In Bangladesh in that the price for Internet access
is very high, but the customers are able to only pay a
relatively small amount. This has resulted in ISPs of-
fering relatively cheap solutions that are low in speed
and quality.

ISPs have compounded the problem by making
inflated claims about the speed and quality of the deals
that they are providing. Now there is general skepti-
cism among the customers, because of the inconsistent
record among the ISP in providing connections. In this
market so many ISP have promised and not delivered,
that it is difficult for any ISP to be taken seriously
when it claims to provide good connections.

5. Quality of Service Problems

There is a tremendous amount of variation in the
quality of service that is provided to the customer. At
the household level the term “broadband” refers
mainly to services where the customer is using a cable
modem and does not rely on dial up i.e. it does not
necessarily refer to the speed of the connection. In the
local market the term *“shared broadband” is used. This
essentially means that a limited amount of bandwidth
is being shared among several customers. The speed of
the connection for a particular consumer is therefore,
dependent on how many households are “sharing” the
connection, at that particular moment. This leads to
ambiguity about the speed of the connection.

Unfortunately the companies that are offering
Internet services have in many instances failed to pro-
vide an adequate solution to their customers. The most
common complaints are low connection speed, unreli-
able connections and high prices.

All these prevent the customer from getting a high
quality Internet connection. Each problem has its ori-
gins in some of the early constraints faced by ISPs.
One of the most insidious problems has been that of
promising too much and delivering too little. This was
especially true when the Internet started in Bangladesh
because of the limitations on the available bandwidth
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and the high cost of providing service. ISP needed to
sign up as many customers as they could with all types
of incentives. However, keeping the price low meant
that they had to cut back on service. When broad band
came in there was a similar problem. Many ISP did not
have adequate bandwidth to provide the kind of band-
width to their customers that they promised. In many
cases instead of providing dedicated connections they
sacrificed connection quality in order to serve as many
customers as possible. For many customers the initial
speed of the connection would be satisfactory but as
more and more customers start sharing the same con-
nection, the speed and quality dropped dramatically.

The problems with quality are compounded by the
slow or inadequate response to customer complaints.
As a result although many ISP have entered the market,
it has proved difficult for them to consolidate their
positions and satisfy their increasingly skeptical cus-
tomers.

6. VOIP

Another issue is the evolving status of Voice over
IP (VOIP) services. Various companies had been oper-
ating call termination services for many years, even in
the absence of clearly defined legal status of VOIP.
In 2003 the cabinet gave approval to VOIP service but
there have been numerous delays in handing out li-
censes for this operation. When BTRC issued an invi-
tation for licenses in 2006, the process was caught up
in legal wrangling. In the first quarter of 2007 the gov-
ernment undertook a drive to close illegal VOIP opera-
tions, confiscating equipment and imposing penalties
on the companies involved.

The government has been taking steps to legalize
the use of VOIP. A committee of experts recom-
mended that all phone, mobile and Internet operators
should be eligible to apply for licenses for VOIP
(Daily Star, March 5, 2007). The government has
announced that it would auction VOIP licenses to pri-
vate operators in October 2007 (Daily Star, Aug 21,
2007). Legal VOIP operations would benefit the Inter-
net market, by increasing demand.

7. Infrastructure Constraints

Until last year when Bangladesh finally got con-
nectivity to the submarine fiber optic cable (SEA-ME-
WE 4 cable), ISPs had to rely on the more costly
VSAT connections to provide Internet connectivity.
The introduction of the submarine cable for connec-
tivity was a welcome development. In May 2006, the
Bangladesh Telegraph and Telephone Board (BTTB)
announced their tariff structure for the submarine cable
and this was one fourth of the older tariff structure that
ISPs had been paying until that stage for VSAT con-
nectivity.
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Although there has been a decrease in ISP tariffs
since then, it has not been proportional to the reduction
in BTTB rates.

The ISP market also suffers from multiple infra-
structure constraints. For customers who rely on dial
up connections the low prevalence and quality of land
lines result in unsatisfactory service to the customer.

On the other hand, when an ISP provides a cable
modem wired connection it lays out the line in a hap-
hazard manner using whatever poles are available
along roadside. Rather than consolidating the connec-
tion along one cable each ISP lays its own cables, re-
sulting in a patchwork of cables along the roads tied to
each other and to the utility poles on the roads. Some-
times this leads to disruptions in the service because of
breaks in the cable.

7. Survey of Households

In order to understand the usage of Internet
among households in Dhaka a survey of households
was carried out in different localities in Dhaka. The
survey looked at households that were living in multi-
storey apartment buildings in Dhaka. The survey was
conducted in the following areas of Dhaka: Motijheel,
Nikunja, Ramna, Gulshan, Banani, Baridhara, Uttara,
Mohammedpur, New Eskaton and Mirpur. Such
households are likely to house income groups that can
afford computers and Internet access. The households
were selected by a two stage process. First roads were
selected randomly from a list of roads in that area.
Then a listing of households carried out along each
selected road and a further random selection from this
list of households was carried out. In the end a total of
1,509 households were approached and 1,484 of these
households consented to being interviewed.

8. Prevalence of Internet Connections

The survey showed that the prevalence of com-
puters and Internet connections among the households
is roughly evenly divided among those who only have
computers, those who have computers and Internet
connections and those who have no computers.

Prevalence of Computers and Internet among
Households (1484 HH)
Computers +

No Computers, Internet, 483,
471,32% 33%

@ Computers + Internet

@ Computers without
Internet
0 No Computers

Computers
without Internet,
530, 35%

Figure 1. Prevalence of Computers and Internet
The households are getting their Internet connec-

tions from a variety of ISP. As Figure 2 shows the
leading ISP among households had 22% of the connec-
tions surveyed. The next most prevalent ISP had 13%
of the connections. The top nine ISPs account for 76%
of the connections in the sample. (The “ISP (10-47)”
category in the figure lumps together 48 ISP who had
1% or less, of the connections in the sample).

Percentage of Connections of ISPs
(492 connections, 483 households)

25%

20% 1

15% 1

Figure 2. ISP Connections

The most interesting thing to come out of the sur-
vey was the fact that most of the households had
switched over to cable modem connections. As Figure
3 shows cable modem is the dominant mode of con-
nection (74%) among the households surveyed. It had
been expected that the dominant type of connection
would be pre-paid dial up connections. But possibly
the lack of good phone lines, combined with ISP ef-
forts to provide cable services to their customers, has
resulted in these households switching to cable modem
connections. Pre- paid dial up connections and DSL
ran a distant second and third in this survey.

Type of Connections

(483 Households, 492 Connections)
400

No. of Households
N
o
o

Figure 3. Type of Connections

9. Use of Internet

Internet use followed a predictable pattern. The
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most prevalent use of the Internet is for Email (99%)
and browsing (94%) followed by chatting (54%).
Households are also using the Internet for online news
(24%), job search (22%), music downloads (17%) and
video downloads (16%).
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Figure 4. Use of Internet
10. Cost of Connections

Households pay their Internet charges on a
monthly basis and Figure 5 shows the distribution of
charges and the number of households paying charges
in each category.

As can be seen from the Figure 5 most households
are paying US$ 29 (Tk 2,000) or less per month.

Monthly Charges and Set Up Cost (n=483)
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Figure 5. Monthly Charges and Set Up Cost

Similarly most households (70%) have paid US$
29 or less (Tk 2,000) for setting up their connections.
There are however a small nhumber of household (7%)
who have paid US$ 70 (~Tk 4,800) or more as initial
charges for their connections.

11. Customer Satisfaction

Customer satisfaction is a difficult issue for both
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customers and ISP. Although a majority of those
households having Internet connections reported that
they were satisfied with their connections, a large per-
centage (42%) of the customers said they were dissat-
isfied with their service. Customer dissatisfaction
arises from a variety of factors including the speed,
cost and reliability of connections. Customers say that
service providers do not deliver as promised and there
are numerous interruptions in services. Service provid-
ers counter that customers want to pay very low ser-
vice charges and given the costs of given this service it
is not possible to provide fast connections at those
prices.

Table 1. Satisfaction with ISP

No. | Percentage
Satisfied 274 57%
Dissatisfied 203 42%
No Answer 6 1%
Total 483 100%
Satisfaction and Monthly Charges (n =472)
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Figure 6. Satisfaction and Service Charge

If we look at Figure 6 we see that customer satis-
faction is not dependent upon the amount paid if this
amount is less than US$ 40 per month. In this range
there are many customers who are satisfied and many
who are dissatisfied. Since the speed of the connection
depends upon the amount paid, therefore each ISP has
the potential to improve its performance with its cus-
tomers.

12. Conclusions

Internet access for households in Dhaka is a very
challenging issue. On the one hand the cost of provid-
ing the service is relatively high; on the other hand the
purchasing power of households is relatively limited.
The net result is a mismatch between what the custom-
ers are willing to pay and what the ISPs are able to
provide. This has resulted in inflated claims from the
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service providers and dissatisfaction on the part of the
customers.

Competition has driven down the price of connec-
tions but this has been done by compromising on the
speed and quality of the connections. Rather than say-
ing that connections are going to be slow if the service
charge is low, the ISPs have inflated claims of speed in
order to compete. Customers are unwilling to accept
that their speeds will be compromised if they go for
cheap connections. The dissonance between the expec-
tations and actual service has resulted in customers
being skeptical of the claim of ISPs.

Ultimately better infrastructure and the availabil-
ity of more bandwidth at lower prices is required in
order to improve the situation. Even then, there has to
be better communication between the customers and
the ISPs. On the ISP side there has to be more realistic
marketing of products. There must be less hype and
more deliverables. On the customer side there has to be
a realistic assessment of what they can buy at a certain
price. It is no use asking for a connection at a price that
is uneconomical for ISPs to provide. This is a recipe
for further frustration for both sides.

It is to be hoped that customers ISPs and house-
hold customers will come to some type of feasible so-
lutions on these matters. Until that happens, the situa-
tion will remain unsatisfactory for both parties.
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