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INTRODUCTION

Albania has an Information Communication Technology (ICT) market that grows at 15-20 % annually. The increase in the overall market is primarily due to government procurement projects including those financed by international financial institutions such as the World Bank, EU, EBRD and the increase of foreign investment in the country. Such foreign investments are mainly related to the two GSM operators. This in turn has lead to an increase of the number of ICT companies, either foreign or local ones, many of which are involved in sales, servicing, support and product development to support the ICT products.

Furthermore foreign governments, most notably the Italian government, have been active in financing ICT Projects. 

U.S. firms are present in the Albanian ICT market basically in the computer and software segment. There is a significant lack of US presence in the telecommunications market. In general, the end users very well accept U.S. ICT products. The main end-user group for ICT products is public sector, but demand from private organizations like commercial banks, insurance companies, etc. is increasing.

Albania offers excellent market conditions for ICT products. There are no market barriers to their import and there are very low customs duties 0-2%.
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The nominal GDP per year ( USD 4.7 billion) and the growth rate (4.7 percent) shows the growth in the, economy; including growth in the ICT market.

Albania overcame the emergency situation, and now has moved to further development. As a result, the market demand ICT product is increasing compared to the past years in which the focus was to import more food, relief and emergency products.
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The end-users are more “educated” and always more interested in integrated systems, for communications and information management.
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On the other hand, the availability of skilled human resources is an important factor in the development of the ICT sector. Albania offers a good educational system and a cultural level above the regional average. Foreign languages and especially English are very common particularly among the young generation. Also the professional high schools and the Polytechnic University provide good quality personnel to the ICT operators and suppliers.

Further more, the country offers a friendly environment to foreigners, and particularly to US investors and companies, already doing or interested to do business in Albania.
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During the last years, Albania is experiencing economic stability and development. This becomes evident by looking at the yearly exchange rate, which shows the local currency stability in the last three years.  Also the inflation rate is almost stable and within acceptable limits. This creates a better environment and climate for big foreign companies to expand their activities in Albania.

1. MARKET PROFILE AND PROSPECTS

1.1  Telecommunications services

The key players in the Albanian telecommunications and IT market are:

1.1.1 Albtelecom.

· State owned company operating the fixed network. The Ministry of Economy controls the ownership rights. There is a supervising board whose chairman is nominated by the Minister of Economy. The Board elects the CEO.  In practice, the Board accepts suggestions from the Minister and/or the Prime Minister.

· Albtelecom has a 100 % digital exchanges and transmission equipment. A digital backbone based on Fiber optic cables (Installed by Italian company SIRTI) and digital microwaves (SIEMENS). Local Exchanges are ALCATEL S12, and only e few ones are SIEMENS. There is one International exchange (EWSD SIEMENS) and one National transit Exchange (EWSD SIEMENS) Local loop is based in copper cables.

· Albtelecom has approximately 220,000 subscribers. This number is to be considered low. The main reason for the poor performance of Albtelecom is bad management.  There is a long waiting list, so the demand is not satisfied. The internal cash flow, if properly managed, can support approximately 70% of the investments.

· Privatization process failed twice due to lack of interest from international operators. The government aims to restart the process in 2004 although they have not yet set a deadline for the expression of interest. Preliminary discussions are possible with various governmental officials about Albtelecom’ s privatization. The government prefers to have international operators in the privatization process of Albtelecom.

· International voice communications. Albtelecom’s monopoly should end in 2003, but there are some ideas from various government bodies (Ministry of Economy and the Regulatory Entity) to extend the monopoly period, in order to attract more interest for the privatization process. Albtelecom’ s basic international partners for outgoing and incoming traffic are Telecom Italia and OTE Greece.

· Albtelecom does not provide any mobile service, neither voice nor data. However, the government would accept to grant a GSM license to Albtelecom, if this helps privatization.  On the other hand, for Albtelecom would be very easy to implement a GSM network, since it has in place the transmission backbone and required sites.  In theory, they could provide the GSM service in a very short time and they can be very competitive in the market.

1.1.2 AMC- Albanian Mobile Communications.
· It is the first Albanian GSM operator. Founded as a state owned company in 1995 and operational in 1996. Initial investment 9 million USD

· Privatized in 1999.  Market value of the company was estimated 100 million USD. Major shareholder is Cosmote Greece, which is owned by the Greek state owned company OTE. Albanian government keeps still 15% of the shares. 

· Management: Fully Greek.

· Approximately 450,000 subscribers. This makes AMC the biggest operator in Albania. Most of the subscribers are prepaid.

· Tariffs: very similar to VODAFONE, but higher then the average international market and higher then the Greek market

· 25% of the revenues of the Cosmote Group, including operations in Greece and all other countries where active, are coming from AMC.

· Technology used: NOKIA for switching and transmission.

· AMC uses its own backbone all over the country. Operating in the 900 and 1800 MHz bands. There are 210 base stations around the country, one MCS in Tirana and two BSC

· International calls are made through Albtelecom. There is an existing (illegal) international traffic, through direct connection to Greece (bypassing Albtelecom).

1.1.3 VODAFONE Albania.
· The second GSM operator in Albania. Owned by the Greek company Panafon, which is controlled by Vodafone.

· Management: Greek for key positions.

· Subscribers: approximately 150,000 growing very fast.

· Tariffs: very similar to AMC, but higher then the average international market

· Marketing: very aggressive

· Technology used: ERICSSON. Vodafone has its own backbone.

· International traffic is carried through Albtelecom

1.1.4 RURAL Operators.

· The rural telephony is fully liberalized. There are some 35 licenses awarded and some 15 operators, which are operational.

· The licensing process is not difficult. Every company that fulfills certain preset conditions can obtain a rural license. 

· The rural license is limited to a fixed geographical area. The same company can operate, with additional licenses in other areas.

· All rural operators have to interconnect to Albtelecom. The interconnection agreements are favorable to the rural operators. This is due to the fact that those are private and Albtelecom is state owned. 

· Their size is from 100 subscribers to 5000. Usually they own a switch and a local network. They are using cable local loop or WLL. Technology varies, but no major manufacturers are involved.

· The biggest rural operator is HERMES. This company has an unclear/Greek ownership and Albanian management. The technology used is supplied by INTRACOM, a Greek manufacturer of telecommunications equipment. The business model is based on a loan from the supplier.

· An emerging rural operator is MOBITEL. The company is owned by VEVE Group, an Albanian incorporated company. They have applied the Wireless Local Loop, and is the only company in Albania using this technology. The transmission and switching infrastructure is imported from the U.S.

1.1.5 Two-Way Radio and TETRA

There are many Two-way Radio operators. This service is not offered to third parties, but the different organizations operate their own network. The quality of the communications is very poor. The major suppliers for this infrastructure are Motorola, ICOM, YAESU, and other minor manufacturers. The only US supplier, Motorola, is losing part of the market due to its higher prices. Since the customers for such equipment are mainly the government organizations, and since they have to apply the “Public Procurement Law” which gives pricing the absolute advantage in evaluation criteria, companies like ICOM are getting a bigger share of the market.

The Two-Way radios, being an analogue solution, will be replaced by TETRA. This is a digital network, offering voice and data communications, in a two-way or telephone service. The users are mobile ones, so TETRA is very similar to GSM. TETRA is a European standard and is specially designed for Governmental applications like police, army, fire brigades, airport management, public safety services, etc. Currently there is not any TETRA network in Albania. But very soon it should become a reality, because it offers a high quality digital service and is developing very fast among all European countries.  The US manufacturer for TETRA is Motorola, which is worldwide leader for this type of infrastructure. The competitors are MARCONI (Italy), NOKIA (Finland) and MATRA (France).

1.1.6 Backbones and Interconnection

All telecommunications operators are interconnected to Albtelecom. AMC and VODAFONE have their own backbone structure, which is based on microwave links, and Albtelecom has another backbone based on microwave and optical cables. So, the interconnection between AMC, VODAFONE and Albtelecom is used only for international and terminal traffic. The interconnection agreements are very favourable to AMC and VODAFONE, so Albtelecom has to pay them cash for the traffic. Albtelecom is generating a big debt due to these abnormal interconnection agreements, which have been signed and are in force.

The rural operators are interconnected to Albtelecom, but they use it also for domestic long distance traffic, as well as international outgoing and incoming traffic. The Interconnection agreement is always in favor of the private rural operators. The Cash flow is from Albtelecom to the rural operators.

Another backbone was supposed to be built by the Ministry of Public Order, for it’s own communications. It was financed by the Italian Government and contracted to MARCONI, several years ago, but it never became operational.

1.1.7 Privatization and Liberalization of telecommunications services

The only state owned operator is Albtelecom. Government failed twice in the privatization process due to lack of interest form international operators. The lack of interest is mainly due to the very disadvantageous interconnection agreement with the mobile operators and rural operators. Due to these agreements Albtelecom is incurring debt towards the mobile and rural operators.  The government wants to privatize 51% to 75% of Albtelecom. The ministries involved in the privatization process are the Ministry of Economy, the Ministry of Transport and Telecommunications, the ERT (Regulatory body) and the Council of Ministers.

The rural telephony is fully liberalized. 

The GSM is not liberalized. Only two licenses in place so there is a status of limited competition. Probably a third license will be granted to Albtelecom, or will be sold in an international open tender.

The fixed telephony and international traffic is not liberalized. Albtelecom holds the monopoly. The liberalization should happen by 2003, but the intention of the government is to extend the monopoly of Albtelecom, in order to increase its value, during the privatization process

1.2  Telecommunications Equipment Suppliers

There are several telecommunication equipment suppliers in Albania. Most of them are foreign ones, operating directly in the Albanian market. The most important, which has the biggest market share, is the French company ALCATEL. It is the major supplier of Albtelecom. Alcatel has supplied to Albtelecom approximately 80% of the switches, some 50 % of the digital microwave links, 50 % of the international fiber optic submarine cables, and 100 % of data processing and Internet equipment. ALCATEL has also some 80 % of the PABX market in Albania.

Another important manufacturer present in the Albanian market is NOKIA, which has supplied all GSM infrastructures for AMC, the biggest GSM operator in the country. On the other hand, ERICSSON has supplied the infrastructure for the other GSM operator, VODAFONE. So, NOKIA and ERICSSON are sharing the mobile market at a rate of 60/40%

Another player in the telecommunication equipment market is SIEMENS. They have supplied some switches and some microwave links to Albtelecom. 

MARCONI has supplied some microwave equipment for the Ministry of Public Order under a financing package from the Italian Government.

MOTOROLA is the only US supplier for telecommunications equipment, present in Albania. It is providing two-way radio infrastructure and terminals. MOTORLA is not present in the GSM infrastructure market.

Other vendors present in Albania are the Slovenian company ISKRA and the Turkish TELESIS, which are manufacturers of switching and transmission equipment.

There is no domestic manufacturing or assembling of telecommunications equipment.

1.3  INTERNET Services 

· There are some 6 operational ISP-s. The licensed ones are much more, around 30, but due to the small size of the actual market those companies could not take off.

· The penetration is very low, basically due to the high cost of the PC. Further more the service is offered basically in Tirana, where the most of the demand is concentrated and also is easier to provide it.

· Internet providing and data transmission is fully liberalized, including international data transmission.

· The service quality is not that high. Usually the ISPs get connected to the international Internet backbone, through Albtelecom, but also through dedicated satellite connections. Albtelecom itself provides very poor service reliability, although they do have a fiber optic connection to Telecom Italia where they do get the service.

· Most of the subscribers have dial-up service. But the number of directly connected organizations or governmental bodies is increasing every day.

· The technology used for the customer LAN connection to the ISP usually is DSL over twisted pairs or wireless. The wireless solution is a better one for the Albanian market, because third parties are not included and it does not require civil infrastructure, etc.

· The technology used by the ISPs for the routing and switching is CISCO and manufactured in the U.S.

1.4  Information Technology Equipment and Software

1.4.1 Hardware

For I.T.E., U.S. products enjoy a better market position.  In Albania most of the major PC brands from the US, like IBM, Compaq, HP, DELL, ACER etc. are imported. The imports are not made directly from the U.S. but from distributors or branches in Europe.

The price is an important issue in Albania, so there are also some other products from the Far East or with an unknown origin, which compete in the PC market due to their low price. Anyway the number of PC sold in Albania is still low, only 25,000 per year. From them, approximately 10-12 thousand per year are imported.

There is local assembly of PCs. The parts are coming from the East Countries, and obviously their quality is low. Anyway, there is no significant third-country competition.

The servers and mid range computers are at 95% from the U.S. The manufacturers are IBM, COMPAQ and HP. There are not any mainframe systems in Albania.

The routers and other networking hardware imported in Albania are also manufactured in the US.

There are not any second hand or refurbished computers. This may become an interesting segment of the market in the next future.

1.4.2 Software

Also the software used in Albania are mostly imported by the US. U.S. software products are very well accepted for their high quality and reliable solutions. The products of major U.S. suppliers such as Microsoft, Oracle, Informix, Sun Microsystems are well established and are extremely competitive.  U.S. software sales dominate the Albanian market with a 90 % market share and are expected to remain stable during the next three to four years.

The principal end-user groups for computer software are the public sector with 70 % of the total market, commercial banks, insurance companies and large private enterprises, with 25 % and small companies with 5 % of the market.

Albania offers excellent market conditions for U.S. software products. There are no market barriers to the import of U.S. software products and there are no customs duties on the import of software.

Interesting software market development for the next three years include application software, networking software, electronic design automation, Internet software, e-business and e-government management solutions, enterprise planning, web-design software and banking software.

There is a local production of software but it covers not more than 5% of the market share. There are only a few companies dealing with software production.

1.5  Market Prospects and Potentials

The Albanian market has some good prospects and high potential. Albania itself represents a market of 3.3 million people, a small market for US companies.  However, it would be interesting to consider the Albanian market as a regional one, including Kosovo, Macedonia and Montenegro.

The sales prospects for ICT products in Albania for the next three years include microwave links, fiber optic connections, GSM infrastructure, customer care and billing systems, LAN/WAN networks, application software, networking software, electronic design automation, Internet software, e-business management solutions, enterprise planning, web-design software and banking software 

The following potentials and opportunities should be considered:

· GSM operations. The government during the 2003 and 2004 will award a third GSM license and probably a fourth one. U.S. telecom operators should consider the possibility to operate these networks. On the other hand, U.S. manufacturers of GSM infrastructure, like Motorola, can be involved in network implementation.

· Fixed telephony operations and international gateway. The monopoly of Albtelecom will expire at the end of 2003. US companies can benefit from the liberalization to invest in the fixed telecommunications networks and to operate them. These networks can use the Wireless Local Loop (WLL) as well. Also implementing an international gateway and offering to the other carriers competitive prices for the international calls can be considered as well. 

· Countrywide data transmission. This service is lacking in Albania and meanwhile the demand is increasing rapidly

· Military communications and IT solutions. These are included in the MOD short-term objectives.

· Public safety communications and IT solutions

· ID card issue and driving license

· Civil records project

· Software production for third parties. These third parties can be also U.S. customers, or U.S. software companies.

· Software customizing for the local market as well as for the Kosovo, Macedonia and other regional markets

· Companies located in Albania and operating regionally

· Telecommunications equipment and PC assembly in a broad and professional scale

1.6  Project Financing

ICT projects are financed by the Albanian Government, from the state budget, but also from international financing organizations. The most active ones are the World Bank, EU, EBRD, EIB.

There is also direct financing from foreign governments, especially from the Italian government. They are developing a countrywide e-Gov. project, estimated at more than 200 million EURO.

Financing is coming also from private companies; typical example is AMC, VODAFONE and Albtelecom, as well as other companies, which develop their LAN/WAN solutions.

2. COMPETITIVE SITUATION

The most important competitive factors in the Albanian ICT market are quality, price and financing terms. Having a good local partner for marketing of products is another critical competitive factor. Each factor gets a different weight according to the type of project and financing. In the governmental projects, the price is decisive, in the World Bank or other International Organizations a combination between quality and price is a winning feature, while in the privately financed projects, the quality is the most important factor.

Since in Albania there is not any telecommunication equipment or IT hardware and software production, Albanian ICT companies therefore can be considered more as potential business partners than as competitors.

2.1. Domestic Production

There is not any domestic manufacturing for telecommunications equipment, nor assembling of them. All these equipment are imported. On the other hand there are good local suppliers of implementation services, as well as maintenance of the telecommunication systems, networks and terminals. Currently in Albania there are available domestic companies with trained personnel and enough skills to plan, install, configure and maintain advanced high-tech ICT systems.

2.2. Imports

The imports in Albania are distributed as described in the following chart. It’s evident that Italy has a leading position in the Albanian imports.

The ICT equipment imports have a similar distribution, but the role of Greece and Turkey is reduced. The US products imported in Albania are a small part of all imports. But there are may US ICT products and services that are imported through third countries, from distributors or European branches of US companies.
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2.3. U.S. Market Position

The US position in the Albanian ICT market is improving during the last years. US companies still have a weak position in the telecommunications segment and a strong position in the IT part of the market share.

U.S. products have a leading position on the Albanian computer and software market. This position is expected to remain stable in 2003 and 2004 because U.S. IT products have a strong position in the international market, which is likely to remain the same in the coming years and there is not any significant competition in the Albanian market. Anyway, there is not any direct presence of the major U.S. suppliers such as IBM, COMPAQ, SUN, HP, CISCO, Microsoft, Oracle, Informix, Novell, Sun Microsystems, Symantec, Adobe Systems, etc. They are present through resellers or distributors. In the area of telecommunications systems and equipment European companies are dominating. 

2.4. Competition

2.4.1. Equipment and systems

The competition of U.S. companies differs between the IT and the telecommunications sectors.  The U.S. suppliers are more competitive in the IT part of the market, while the European manufacturers dominate in the telecommunications sector. In fact, manufacturers like ALCATEL, SIEMENS, ERICSSON, etc have a direct approach to the market and longer relations with Albanian customers. On the other hand, especially the investments made by the GSM operators led to a further strengthening of their position in Albania. Competition from Far East countries is not relevant. Only some spare parts for PCs are imported from those countries.

2.4.2. Operators

In the telecommunications sector there are no U.S. companies involved. The only present foreign operators are the Greek ones, Cosmotè and Panafon. The rural telecommunications companies are mainly Albanian owned and operated. Also Internet Providers have Albanian ownership and management, except one, which is Greek, but it’s not yet operational.

In the GSM market, there is a limited competition, only two companies, and law defines this. The INTERNET, Data and rural communications market is fully liberalized and there is a strong competition.

In the fix telephony, and International voice communications there is a monopoly situation

2.4.3. Services

The ICT services sector includes planning and implementation services, as well as installation and maintenance. This is a highly competitive sector dominated by Albanian companies. Usually these companies have their connections with the suppliers, and have trained personnel providing the above mentioned services.

3. END-USER ANALYSIS

The government and public sector entities are the most important end-user of ICT products and services, representing 60% of the overall sales volume. In 2002 the biggest government procurements were by the Ministry of Finance, Bank of Albania, Ministry of Defense, Albanian Customs Authority, Ministry of Public Order, Social Security Institute, and Ministry of Economy, etc. The major factor affecting the purchasing decisions of government end-users is the offered price. This is foreseen in the “Public Procurement Law” so the governmental bodies, organizing the tenders are obliged to put in the evaluation criteria an 80-100% weight to the offered price. The consequence is that the offered quality is poor. The combination of good quality, good price and especially after-sales-support usually is not particularly considered. Only in the last year, the Government agencies are starting to become interested in the implementation of complex telecommunication and information technology solutions including both hardware and software solutions rather than purchasing individual products. The typical example of this new positive situation is the Ministry of Defense.

The second biggest end-user group, with 30 percent of sales, consists of commercial banks, insurance companies and large private enterprises, which regularly upgrade their software.  Large Albanian organizations are now moving to customized solutions based on hardware and software platforms that can be of U.S.-origin.  Among the biggest purchasers of ICT in 2002 were the GSM operators AMC and VODAFONE, Tirana Bank, Savings Bank, Albtelecom, FEFAD Bank, etc. The products in which this group is interested are microwave links and base stations, networking hardware, LAN/WAN solutions, banking software, management software and office application software. The purchasing decisions of that user group are affected by a combination of quality of the products, their price and the after-sales-service offered by the companies. In some cases, purchasing decisions are influenced by the nationality of the supplier, a typical example is AMC who buys equipment and services almost exclusively form Greek companies. This market segment tends to become bigger.

The third end-user group is the individuals and small company market, which has 10 percent of the market, but is increasing.  This segment is still small, as most people do not have sufficient revenues to upgrade their equipment and software. The most widely used products of this end-users group are telecommunications terminals, office applications and accounting software. The purchasing decisions of this user group are entirely price driven.
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4. MARKET ACCESS

4.1. Import Climate

Albania offers excellent market conditions for U.S. ICT products. There are no market barriers on the import of U.S. products and the customs duties on the import of ICT vary from 0% to 2%. A Value Added Tax (VAT) of 20% is applied on all goods sold in Albania, both produced domestically or imported. There is no requirement that the end-user manuals of software products must be printed in local language.

Albania is a member of WTO, and is compliant with all International trade rules

4.2. Distribution/Representative and Business Practices

In the beginning, some 10-12 years ago all foreign companies were working directly with the Albanian customer, but recently has become very significant the need for the “local partner”

U.S. companies that want to enter the Albanian market should consider establishing a direct presence in the market, or alternatively should appoint a local agent or distributor. Since 75 % of the market is in Tirana and 25 % elsewhere in the country, a prospective business partner should be able to carry operations in the capital and other major cities. Another reason for direct presence or local representation is to enable prompt submission of bids on government tenders, which often have short deadlines of only 30 days, and whose tender documents are in Albanian as are required bid documents. The Albanian law for “Public Procurement” makes difficult the participation in government tenders for foreign companies, because asks for very specific legal documents. Also, as many big sales opportunities are of rather complex character and need localization, U.S. companies must consider offering post-sales maintenance services.

On the other hand, the local partners, being Albanian companies, understand very well the local environment and are able to get information about the market rules and regulations more easily.  They can also lobby efficiently.

Business practices in Albania do not differ very much from those in the United States or the European Union. Unless a U.S. manufacturer or exporter decides to open its office in Albania, it should consider appointing a local agent or distributor who is familiar with marketing, distribution and business practices in Albania, key decision makers and business customs.

Albanian companies have excellent development capabilities and highly skilled English speaking engineers and programmers. The low salaries in Albania (computer programmers, for example, earn between $300-$600 per month) keep the Albanian services and products price-competitive as well as attractive for outsourcing.

4.3. Financing

Offering a financing package presents a very big advantage in the Albanian market. Including the financing package in the government projects avoids tender procedures, giving a big advantage to the U.S. suppliers.

Foreign governments tie their financing to specific country based companies.

4.4. Fiscal Environment

Fiscal charges are similar to other countries. The VAT is 20%, for all goods and services; the profit tax is 25% and is independent from the business volume. There are also local government taxes, which should be paid from the Albanian business operators.

4.5. Trade Promotion Opportunities

Trade promotion can be made in different standard ways, but we can highlight the following ones.

4.5.1. Trade Fairs

There are several fairs per year held in Albania, but the most important ones are listed below:

· Fiera Del Levante -  May

· Klik Expo Klik   - May and November

· Expo Prima       -  April

This method is useful for wide range low price products whoose customers are ndividuals or small companies.

4.5.2. Seminars and Presentations

This method should be used for specific products with high technological content, and new for the Albanian market

4.5.3. Public Relations

Public relations and direct lobbying, perhaps combined with technical presentations should be aggressively used for big and complex projects.

Armenia:  Brief overview of the Communications Sector in Armenia

Source:  U.S. Commercial Service, Yerevan

This report provides a brief overview of the communications sector in Armenia and highlights  opportunities for American companies.  More information on communications and other sectors is

available at the commercial service Armenia's website at www.buyusa.gov/armenia or on BISNIS 

(www.bisnis.doc.gov)

Armenia has about 520,000 telephones; the average telephone density is 53 per 100 families; international connections to other NIS countries are by landline or microwave, and to other countries by satellite and by leased connection through the Moscow international gateway switch.  Broadcast stations: almost 100 percent of the population receives Armenian and Russian TV programs (some areas also receive Turkish, Iranian, Georgian, and Azerbaijani TV broadcasts).  Private TV broadcasting stations, cable networks, and Internet providers are increasing in number.

General information on communications in Armenia

Category/Year       1998      1999      2000      2001

Number of                 908       916       909        901

enterprises

International

calls (million)             24.4      16.1      18.4      16.0

Total number of          556       542       527       520

telephones

(thousand)

Telephone density      56.5      52.8      53.5      53.6

(number of phones

per 100 families)

number of TV

stations            

120       120       127       139

Number of cell     
 7.2       7.9       17.4      25.2

phones (thousand)

source: National Statistics Service of Armenia

Background

The Greek state-owned OTE enterprise owns 90 percent of the shares of Armentel, with the remaining 10% owned by the Armenian government.  Armentel has a 15-year monopoly until 2013 on all domestic and international telecommunications services in the country.

According to the privatization agreement signed between Armentel and the government, Armentel  has committed to invest $300 million by 2008.  Armentel claims that it has already invested  approximately $130 million, while the government argues that actual investment to date has been far less and has not met the company's investment commitment.  The majority of the phone lines

are digitalized, and Armentel has committed to provide cell phone service on the whole territory of Armenia by the end of 2004.

Current status

Many international donors and foreign governments have suggested that the government of Armenia may wish to purchase back the telecommunications monopoly rights from Armentel, opening up the sector to competition.  Armentel has been accused of charging unreasonably high

prices to other telecommunications service providers such as the domestic cable company and Internet service providers (ISPs).  Internet service provision is not well developed, largely due to Armentel's monopoly access to international gateways and the Internet backbone. 

Total revenues of the communications sector in Armenia (thousand $) 

                         1999      
2000
      
2001

Total communications     

24908,6   
25929,3
32101,7

sector

Mail



            207,8

494,8     
601,7

Telegraph                


70,7      
62,1      
58,6

Long-distance and


16172,4  
16419,0   
21467,2

international phone

Voice wire communication 

184,5     
156,9

144,8

Subscriber fees



8272,4  
8665,5

9663,8

Source: National Statistics Service of Armenia

Opportunities for American companies

-  Upgrading and digitalization of  Armenia's telecommunications network could create procurement opportunities for American companies.

-  In spite of Armentel's monopoly, Internet service provision is steadily developing.

-  According to Armentel's monopoly agreement, if Armentel declines to provide any type of

telecommunications service, it loses the monopoly right for that particular service.

-  Opportunities exist for American companies in the wireless-cable television sector.  Currently, one American company, AATV, provides 24-channel wireless-cable service in Yerevan.  The ministry of transportation and telecommunications has advocated increased competition in the cable television sector.

-  Armentel is currently considering sale of some of its share.  Commercial service of us embassy Armenia will closely watch this development and will notify the U.S. business on any opportunity.

Kazakhtelecom to invest $150 million in 2003

Aben Bektasov, President of Kazakhstan's national telecommunications operator Kazakhtelecom, told a news conference on March 4 that his company plans to spend about 22.5 billion tenge ($148 million) on telecommunications network upgrades and development this year.  Bektasov noted that the company's investment in telecommunications networks development grew from 18.5 billion tenge ($122 million) in 2001 to 19.9 billion tenge ($131 million) in 2002.

Bektasov added that his company expected a net profit of 10.3 billion tenge ($68 million) in 2003 that would match its 2002 profit.  The company president said that sound work on network upgrades, application and promotion of new services, improvement of service quality, and

balanced and flexible pricing policies have helped Kazakhtelecom improve its financial indicators. 

TRADE AND INVESTMENT OPPORTUNITIES

Armenian ISP is looking for U.S. partner

Arminco was established in 1993 in Yerevan. It specializes in providing Internet services. The company is the largest ISP in the country. Arminco's market share is about 75%. The company's customer base includes government, individuals, diplomatic missions and international organizations, private companies, research and educational institutions. 

Arminco wishes to expand its Fiber Optic Backbone Network to provide Internet and other telecommunication services to individuals and organizations. It seeks a U.S. partner that would invest in the following Arminco's project: 

- Expansion of the gigabit ETHERNET fiber optic backbone 

- Provision of such services as video on demand, video telephony, high quality video and audio streaming 

- Provision of electronic guard system services (video monitoring, trouble alarming) for private, corporate and public buildings based on wireless technologies 

- Installation of hotspots in public buildings and areas (airports, hotels etc.) 

- Establishment of specialized store and service center for the wireless access equipment 

Arminco's participation in future project will include partial financial investment, technical support, construction and operation of the network. 

Proposed investment for this project is $3 million. 

Arminco has a business plan in English. 

The company can conduct business in English. 

FULL DETAIL:

http://www.bisnis.doc.gov/bisnis/lead.cfm?1189 

EBRD Procurement for a Mobile Communications System Related to the Russian Railways.

Please see details on BISNIS OnLine at:

http://www.bisnis.doc.gov/bisnis/tenderlead.cfm?1902 

Purchase of Three UNF Transistors by Azerbaijani Ministry of Communications

Please see details at: http://www.bisnis.doc.gov/bisnis/tenderlead.cfm?1899 

You will find all relevant details at the above addresses.

Russia:  INTRADE is Looking for U.S. Investor

Source:  U.S. Commercial Service, Moscow

INTRADE is seeking a US partner to invest USD 300,000 to finance its Internet portal "USA - Russia: Export - Import", including development of the English language server - www.rusimpex.ru; as well as creation of the complex system of information and analytical support of U.S. companies that are planning to export to Russia. 

The U.S. partner would assist in the selection of U.S. companies interested in doing business in Russia; preparation of English language analytical overviews; information services for Russian companies interested in working with US businesses; and the preparation, distribution and sale of the regularly updated CD-ROM titled "Russian Importers" in English, which is categorized based on HS codes, regional information and price quotes. 

Since its creation in 1991, INTRADE has been successfully operating in the Russian market in the fields of international trade, marketing and information services.  It has developed a comprehensive database of local companies and facilitates foreign companies utilizing its own dealer/distributorship network in Russia. 

INTRADE also facilitates foreign and local brand enhancement in Russia and conducts analysis of foreign trade activities based on its customer’s requests.  It also provides information and technical support through its Internet project, the largest of its kind in Russia, "Russia-Export-Import" or www.rusimpex.ru.  Some 45,000 trade companies that export/import to/from Russia, take part in this project. 

INTRADE gathers unique information on foreign trade, as well as local and foreign trade companies doing business in Russia.  It is actively implementing e-commerce applications on its web-site project, and is currently one of the leading e-commerce companies in Russia. The professional staff and pool of contractors provide useful information on various aspects of doing business in Russia. 

Due to the company's successful operation, INTRADE was registered in UNCTAD's Development Centre of Russian National Trade Point as the leading organization to promote foreign companies on the Russian market, as well as facilitate Russian businesses abroad. 

Full info on this partner at:  http://www.bisnis.doc.gov/bisnis/lead.cfm?1130 

RelcomSL Ltd, Semipalatinsk, Kazakhstan

Source:  U.S. Commercial Service, Almaty

RelcomSL Ltd. was established in 2000, and is one the leading Internet Service Providers in Kazakhstan’s Semipalatinsk region.  RelcomSL.Ltd has also experience in the automated managerial system, BD.  Currently, RelcomSL Ltd provides Internet access via the network of the Kazakhtelecom, the national telecommunications operator. 

RelcomSL Ltd. obtained a General State License to provide telecommunications services in November 26, 2001. The license grants RelcomSL the right to construct, and operate the  telecommunications network in the city of Semipalatinsk, where it currently has about 2,300 voice telephone subscribers.

The government of Kazakhstan (GOK) plans to digitalize its rural network and all trunk lines across the country, and construct branches of the National Information Superhighway in Western and Northern Kazakhstan.  As a result, the GOK developed the “National Program of Telecommunication Network Modernization” in 2001.  The major goals of the program are: 1) digitalization of the existing telecommunication network, 2) construction of fiber optic lines, 3) development of rural telephony, 4) broadening the range of telecommunication services, 5) increase quality of traditional services, 6) cost-based and flexible tariff policy, 7) provision of data services, 8) introduction of smart-cards.

The city of Semipalatinsk is located in the center of Kazakhstan, with the population of 300,000 and area of 2.780.675 hectares.

RelcomSL Ltd. is looking for potential US Investor/ JV Partner for the upgrading, and development of the telecommunications network in Semipalatinsk.  The company wants to increase its subscriber base to 19,000.  The goal of the project is to create a telecommunications network by using fiber optical links and an advanced SDH transmission system.  In 2002, urban SDH rings were commissioned in six oblast centers.  Currently 11 oblast centers have digital transport network, which significantly increased the quality of inter-station links and enabled the transmission of all types of information including data, video and other value-added and multimedia services. 

The total project costs is $180,000.  A feasibility study, with the detailed layout and technical design, has already been developed in accordance with requirements of the Ministry of Transport and Communications of the Republic of Kazakhstan and the National  Program of Telecommunication Network Modernization and Development.  

RelcomSL will provide the feasibility study, all necessary licenses, and partial financing of the project up to $60,000.

Full lead info at: http://www.bisnis.doc.gov/bisnis/lead.cfm?1161 

TRADE FAIRS AND CONFERENCES
Promote your products at 

Svyaz Expo Comm 2003

Russia’s premier 

Telecommunications and IT

Exhibition and Conference

MAY 12-16, 2003

The U.S. Commercial Service in Russia is showcasing U.S. telecommunications and IT products and services at Svyaz Expo Comm 2003, Russia’s most successful telecommunications exhibition.  This prestigious event will be held at Moscow’s Krasnaya Presnya Exhibition Center from May 12 through 16, 2003, and for the first time will feature an IT pavilion.  Svyaz Expo Comm is organized by E.J. Krause & Associates and has been awarded Trade Fair Certification by the U.S. Department of Commerce.  Visit the exhibition’s website at www.expocomm.com.  The trade show is expected to feature more than 700 exhibitors from around 35 countries and attract over 110,000 visitors (based on last year’s attendance).   

This year, the U.S. Commercial Service in Russia is hosting a Showcase at Svyaz Expo Comm, which brings Commercial Service Industry Specialists from throughout the Newly Independent States to meet with U.S. exhibitors and brief them on opportunities in the telecommunications markets in their regions. 

Market Background:
The Russian market of 145 million educated consumers represents major opportunities for a wide range of U.S. telecommunications and IT products and services.  Russia’s $6.6 billion telecommunications service market grew 24 percent in 2001, and is expected to continue growing at around 15 percent over the next 5 years.  Even so, teledensity is very low at 22 percent, and the waiting list for basic telephony has 6 million names.  Internet penetration was 4.3 percent at the end of 2001, double the previous year’s level and is growing at a fast rate.  Estimated capital expenditures on infrastructure development in 2001 were over  $800 million - an additional 1.9 million fixed lines were installed, over 1,574 kilometers of cable and 657 kilometers of backbone fiber-optic network were laid, and 105 radio relay networks were built.  At the same time, the number of cellular subscribers more than doubled from 3.4 million to 7.8 million, increasing the national penetration rate to 5.3%.

Entering the Russian Market:

Svyaz Expo Comm 2003 is the ideal venue for U.S. companies to gain exposure to the dynamic Russian telecommunications market.  The U.S. Commercial Service is offering two extremely cost effective programs at Svyaz Expo Comm that are designed to meet the needs of small, new-to-market U.S. exporters.

* U.S. Product Literature Center (PLC) - $350

The U.S. Commercial Service will display and represent your firm's product literature/catalogs at our U.S. Product Literature Center (PLC) at Svyaz Expo Comm, 2003 and provide experienced specialists to handle inquiries.  After the show, we will send you a complete list, with contact information, of Russian companies that expressed interest in your product or in doing business with your firm.  We will also work with you to develop these trade leads.  For companies unable to attend the trade show, this PLC "catalog show" offers an extremely effective and low-cost opportunity to test the market.

* Gold Key Service + PLC - $600 

If you are able to visit the show, our Gold Key/Russia Explorer Program is designed to ensure the maximum return on your time in Russia.  In addition to displaying your product literature at the show, the U.S. Commercial Service will arrange a full day of business appointments with potential distributors or customers.  These will have been pre-screened and pre-qualified by our specialist staff, who will also provide a market briefing and counseling.  We will assist you during the meetings.  For an additional charge we can arrange a car and interpreter for the day, airport pick-up and drop off, assistance with hotel reservation (hotel cost not included) and access to discount rates at some major, centrally located hotels.

To participate in any of these opportunities, please complete and fax back this form, or E-mail us with the same details.  We will then E-mail or fax you a copy of the Participation Agreement and/or Gold Key Application Form.  We look forward to your participation and helping you explore opportunities in Russia.

Geoffrey Cleasby, Commercial Attache

E-mail:  Geoffrey.Cleasby@mail.doc.gov
Tel:  011-7-095-737-5013, Fax:  011-7-095-737-5033

Andrey Gidaspov, Commercial Specialist 

E-mail:  Andrey.Gidaspov@mail.doc.gov
Tel:  011-7-095-737-5036, Fax:  011-7-095-737-5033

Name:
.............................................

Title/Position:  ........……………………….

Organization: ………………………………………

Street, City, State, Zip:  ………………………………………….

Phone/Fax…………………………………………..

E-mail:…………………………………………………… 
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