Telecommunications Country Profile: Chile

	Key Statistics

	Population
	15.05 million (’02)

	GDP
	$66.5 billion (’01)

	Per capita GDP
	$4,314 (’01)

	Main lines in service
	3,467,200 (’02)

	Telephone density
	23.04 per 100 inhabitants (’02)

	Mobile lines in service
	6,445,700 (’02)

	Cellular density
	42.83 per 100 inhabitants (’02)

	Internet connections
	3,102,200 (’01)

	Internet density
	2,014 per 10,000 inhabitants (’02)

	Telecom service revenues
	$2.55 billion (‘00)

	U.S. equipment imports
	$96.28 million (’02)


Source: ITU World Indicators, World Bank, USITC  

Market and Regulatory Overview

Chile was the first country in Latin America to liberalize its telecommunications market.  In 1978, the National Telecommunications Policy Act authorized the Government of Chile to grant concessions, licenses, and permits for telecom services.  In the same year, the Subsecretaria de Telecomunicaciones (SUBTEL) was created to regulate all telecommunications services, administer policy and planning, set and enforce technical standards, manage spectrum, and grant concessions and licenses.  SUBTEL also administers the Telecomunications Development Fund that promotes universal service through rural and public telephony projects.  SUBTEL operates under the Ministry of Public Works, Transportation and Telecommunications.

In 1981, the government monopoly over telegraph and telex services was formally abolished.  The subsequent 1982 General Law of Telecommunications provided the basis for private ownership and competition in telecommunications services.  The legislation paved the way for the liberalization of the local telephony market in 1992.  This was followed by implementing regulations issued by SUBTEL in 1994 to govern and deregulate the services market.

Given this history, it is no surprise that Chile has developed one of the most advanced telecommunications markets in the world.  It is a regional leader in both fixed-line and mobile subscribers with penetration rates of over 23% and 42%, respectively.  Competition in these sectors is strong.  New entrants are beginning to challenge the position of fixed-line incumbent CTC while numerous operators fight for a piece of the mobile market share.  SUBTEL expects telecom investment in 2003 to equal the $610 million invested the previous year with mobile and broadband leading the way.

The tariff rate-setting process for the 2004-2009 period is currently underway by SUBTEL and the Ministry of Economy and will impact the Chilean telecom market in the near future.  It covers tariffs for local fixed-line service, access charges, and interconnection but does not include tariffs for mobile, domestic long distance or international long distance.  The government publishes guidelines that fixed-line operators must follow to propose their rate ceilings for 2004-2009.  After reviewing the operators’ proposals, SUBTEL will issue a definitive tariff rate decree.  

CTC has been lobbying for a downgrade of its dominant operator status in districts where significant competition exists so it would have greater flexibility in setting rates.  The CRA, Chile’s anti-monopoly commission, ruled against allowing such rate flexibility in May 2003.  CTC has vowed to continue protesting the ruling.  As a result of the last tariff decree, CTC filed a lawsuit against the government claiming damages of $274 million because of alleged errors in the drafting of the decree.  As of mid-2003, the lawsuit had not been settled by Chile’s high court.     

On June 6, 2003 the U.S. and Chile signed the U.S.-Chile Free Trade Agreement (FTA).  The FTA, which is scheduled for implementation in January 2004, includes a chapter on telecommunications services.  This chapter is significant because it binds two of the most open and advanced telecom markets in the world to a set of progressive rules and regulations that blend elements of the NAFTA chapter 13, the GATS Telecommunications Annex, and the WTO Reference Paper to form a comprehensive provision.  The chapter focuses on disciplines that ensure non-discriminatory access for all service suppliers to the public telecommunications network.  In addition, U.S. industry will benefit from a commitment to allow access to the market for local basic services—this is a commitment Chile does not have under the WTO.

WTO

Chile is a signatory to the 1997 WTO Basic Telecom Agreement and the Reference Paper.

Wireline 

In 1989, the local service provider, Compania de Telefonos de Chile (CTC), and the long distance provider, Empresa Nacional de Telecomunicaciones (ENTEL), were sold to the private sector.  CTC was bought by Spain’s Telefonica and ENTEL was purchased by a number of investors.  Today ENTEL is majority-owned by Telecom Italia.  Further development of the basic services sector has resulted into a multi-carrier system that includes 12 carriers providing local service and 10 carriers providing domestic and international long distance services.

CTC retains a dominant position in the local telephony market controlling roughly 78%.  In first quarter 2003, the company reported profits tripling the same quarter the previous year and expects to post revenues in excess of $1.15 billion for year-end.  CTC’s plans for capital expenditures are estimated at $230 million for 2003.

CTC’s strength in local telephony is gradually being weakened by increasing competition.  VTR, a wholly-owned U.S. company, is notably gaining market share and stands second behind CTC with 7%.  In 2002, VTR saw its telephony subscriber base grow by 25% and parent company, United GlobalCom, invested $225 million to cover capital expenditures and debt payments.  Other main players include: Telsur, ENTEL, and CMET. 

In the long distance sector, ENTEL is the leader with a 38% share.  The full service provider ended 2002 with a 17% rise in profits from 2001 followed by a 49% increase in first quarter 2003 from the same period in 2002.  The company is positioning itself for further expansion with a $150-190 million in planned investment during 2003.  Other significant long distance providers are: CTC, Chilesat, and BellSouth.
Wireless

Mobile telephony was first introduced in Chile in 1989 and the country was divided into two service regions: Santiago-Valparaiso and the rest of the country.  Licenses were granted to two operators in each region and roaming agreements allowed for access between these areas.  CTC and BellSouth were awarded licenses for Santiago-Valparaiso and VTR and Entel for the rest of the country.  In 1996, the merger of CTC and VTR created Startel to provide nationwide service.  Since this time, Startel has become Telefonica Movil.

In June 1997, three, 10 MHz PCS licenses were awarded by auction: two to Entel and one to Chilesat.  This was followed by a second PCS auction in mid-2002.  This auction was originally scheduled for completion in 2001 but was mired in controversy when BellSouth raised objections to SmartCom’s participation in the bidding process.  Eventually, BellSouth and Telefonica Movil were each granted a 15MHz license.

The mobile market grew rapidly in 1999 with the introduction of calling party pays (CPP) and has continued to expand with the rise of pre-paid service.  By the end of 2002, Chile recorded the highest mobile penetration in Latin America at over 42% with growth of 28% during the year.  Market share at the end of 2002 was as follows: Entel 37%, Telefonica Movil 30%, BellSouth 17%, and SmartCom 15%.  SmartCom outpaced other competitors with subscriber growth of 55% and expects to gain an additional 300,000 subscribers by the end of 2003 accompanied by $55 million in new investments.  Telefonica Movil launched a new GSM/GPRS network in April 2003 for which the company has budgeted $150 million between 2002-2004.  BellSouth also has plans to build a new 2.5G CDMA network on its PCS spectrum.
Equipment

No prior authorization is required to manufacture, import, or sell telecommunications equipment in Chile.  Nearly 95% of telecommunications products are imported. Top U.S. imports in 2002 included cell phones, radio transceivers, and television transmission apparatus.  

The telecommunications import market is open and technologically advanced due in large part to standardized and relatively low taxes.  Although Chile has low or zero tariffs on telecom equipment at present, reductions under the U.S.-Chile Free Trade Agreement will bring all telecom equipment tariffs to zero immediately upon implementation in January 2004.  Additionally, there are virtually no foreign ownership restrictions in the Chilean telecommunications sector.  
Contacts

Regulatory Agencies

Subsecretaria de Telecomunicaciones (SUBTEL)
Ministro de Transportes y Telecomunicaciones
Amunategui 139, piso 1
Santiago, Chile
Tel: 56-2-421-3000 
Fax: 56-2-421-3001 
www.subtel.cl  

Consejo Nacional de Television 
Calle Moneda 1020, piso 4 
Santiago Chile 
Tel: 56-2-698-2306 
Fax: 56-2-699-0031 

http://cntv.nivel5.cl/link.cgi/
 
Ministerio de Obras Publicos, Transportes y Telecomunicaciones 
Amunátegui 139 
Santiago Chile 
Tel: 56-2-421-3000 
Fax: 56-2-421-3001 

www.moptt.cl/

Business Organizations

Chilean-American Chamber of Commerce 

2003, AmCham Chile. Av Kennedy 5735, of. 201 

Torre Poniente. Las Condes 

Santiago, Chile
Tel: 56-2-290-9700

Fax: 56-2-212-0515

www.amchamchile.cl/

U.S. Department of Commerce

International Trade Administration

Office of Telecommunications Technologies

Ms. Dava Kunneman

Tel: 202-482-2872

dava_kunneman@ita.doc.gov 

U.S. Embassy-Chile

U.S. Commercial Service

Isabel Valenzuela

Tel: 56-2-330-3421 

Fax: 56-2-330-3172

isabel.valenzuela@mail.doc.gov 
