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NOTE FROM THE EDITORS
Dear Readers,

I would like to take this opportunity to let you know that I am leaving the Office of Telecommunications Technologies for another position in the International Trade Administration of the U.S. Department of Commerce.  I have enjoyed working with many of you on telecom issues in Latin America and appreciate the support you have given me.  I have learned a great deal from you the past year and a half!  

Upon my departure, Steve will resume full coverage of our office’s Latin America portfolio.  Therefore, please direct future inquiries about Central American and Mercosur countries to him. 

Warmest regards,

Dava
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I.
HOT NEWS

Exhibitor Opportunity at EXPO COMM Mexico 2004!

Get on board for Mexico's largest telecommunications and I.T. event!  We are recruiting exhibitors now for the USA Pavilion at "EXPO COMM Mexico 2004," to be held February 10-13, 2004, in Mexico City. For more information on becoming an exhibitor, please contact Steve Green by e-mail at steve.green@mail.doc.gov or tel. (202) 482-4202, or visit: http://www.expocomm.com/mexico/pdf/usapavilion.pdf.

U.S. Department of Commerce Releases Global Telecommunications Report
Our office published an article in the July 2003 edition of “Export America” that discusses global telecommunications markets, including China, India, the European Union, and Mexico.  To access the full text of the report, please click on the following icon:
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Baskerville to Release “Mobile Opportunities in the Caribbean”

The promise of growth in Caribbean telecom markets is finally starting to materialize into subscriber growth, according to a newly-published report by Baskerville.  The soon-to-be-released report, "Mobile Opportunities in the Caribbean," forecasts that subscriber numbers will grow 34.7% this year and more than double to 14.3 million by 2008.  For more information on the report, including pricing details, please visit: http://www.baskerville.telecoms.com/caribbean.
II.
HIGHLIGHT

Feature: Q&A on Mobile Telecom Markets in the Caribbean, with Jose Otero

Jose F. Otero, the author of Baskerville’s upcoming report “Mobile Opportunities in the Caribbean,” provides insight on mobile telecom markets in the Caribbean.  To access a transcript of the interview, please click on the following icon:
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III.
EVENTS

This section is intended for your information only.  Unless otherwise noted, events are neither certified nor endorsed by the U.S. Department of Commerce.

CDG Latin America Regional Conference

August 13-14, 2003 in Rio de Janeiro, Brazil

For the second year, the CDMA Development Group (CDG) is pleased to present an event focused on key topics of interest to the Latin American wireless marketplace, including:

· 3G migration strategies;

· Capitalizing on the growing demand for wireless data services;

· Device availability and pricing trends;

· Key success factors to reach the enterprise segment;

· Market opportunities with roaming

Leading wireless operators, equipment vendors, content and application providers, government officials, media and analysts will come together to discuss the benefits of CDMA2000 for Latin America.  For more information, please visit:  http://www.networkeventos.com.br/cdma_conference/
EXPO COMM Argentina 2003

September 23-26, 2003 in Buenos Aires, Argentina

The 11th annual EXPO COMM Argentina event will serve as the meeting point for industry professionals from sectors that include: telecommunications, IT, banking and finance, security, education, and health care.  This year’s event will feature a new IT pavilion as well as a new wireless center, CRM pavilion, call center live, and education pavilion.  For more information, visit the event website at: http://www.expocomm.com/argentina/  For exhibiting information, please contact Beth Harrington by e-mail harrington@ejkrause.com or tel. (301) 493-5500 ext. 3312.

*************************************************************************************

Requests for complete cables or reports should be directed to the editor.  An archive of this and other newsletters can be found on the Information Technologies Industries web site at http://www.export.gov/infotech. To have your e-mail address removed from the newsletter distribution list, reply to this e-mail with "unsubscribe."

All material in the newsletter is subject to international copyright by the U.S. Department of Commerce and the U.S. Department of State.  All rights reserved outside of the United States.
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NEW OPPORTUNITIES

B Speaking Globally

Move over Mr. Bell, Make Room for Mobile Access

by the Office of Telecommunications Industries, Trade Development

U.S. telecommunications
equipment and
providers have traditionally

service

been very competitive in

the world market. The boom in
the global telecommunications market
in the 1990s was in part attributed to
the realization of the fundamental role
of telecommunications in the opera-
tions of businesses and in promoting
the economic stability of countries. A
significant impetus to developing
viable networks is the growing trend of
privatization and liberalization over the
last two decades. However, excess
capacity stemming from a buying binge
in the late 1990s and in 2000, and
inflated estimates of consumer demand
have plagued the global telecommuni-
cations market since early 2001.
Market forces have led to global ration-
and
characterized by significant downsizing
and consolidation. Although difficult
market conditions are persisting well

alization restructuring

into 2003, several factors suggest that
there will be an upturn in the industry
by the second half of 2003. These fac-
tors include the fundamental role of
telecommunications, the restructuring
that has occurred, as well as continued
liberalization and privatization in for-
eign markets.

_Joutook |

At Supercomm, the industry’s largest
annual conference, held in Atlanta in
June 2003, the Telecommunications
Industry Association (TIA) forecast

that the global telecommunications
industry would see a 9-percent increase
in compound annual growth between
2003 and 2006. The sectors that TIA
believes will do particularly well in the
next few years include enterprise serv-
ices, wireless services, and broadband.
In its annual Market Review and
Forecast, TIA predicts that overall
telecommunications spending in the
United States will jump 8 percent in
2003, compared with a 3.5-percent
increase in 2002. Total U.S. telecom-
munications market spending s
expected to reach $763 billion this year
and $963 billion by the end of 2006. In
the wireless communications sector,
spending is expected to grow by 8.3
percent in 2003, to $123.4 billion, and
continue to grow at 9.6 percent annu-
ally through 2006, reaching $164.5
billion. The number of wireless
Internet users in the United States is
anticipated to rise to 64 million by
2006, while the number of high-speed
wired Internet subscribers is expected
to triple, from 15 million in 2002, to
more than 40 million in 2006.

At Supercomm, several industry leaders
addressed the outlook for the industry.
For example, Bell South CEO Duane
Ackerman appealed for changes that
would lead to a resumption of capital
flows into this capital-intensive indus-
further
consolidation is needed to solve overca-

try.  Ackerman  believes
pacity problems, and that bringing
capacity in line with market levels will
lead to lower costs and will create an
environment in which investors will

the sector.
Equipment  manufacturer  Nortel
believes that perhaps the most vital
lesson learned over the last several years

regain  confidence in

is that companies must ultimately have
viable business models for the services
they are providing and the networks
they are building. Companies cannot
ignore those models and invest specula-
tively in networks assuming that a
return will eventually appear; they must
proceed in parallel to be successful.

| | WIRELESS TECHNOLOGY

There seems to be a consensus that the
wireless segment of the industry, includ-
ing wireless LANs, is a bright spot. For
example, technology research firm
Gartner, Inc., recently reported that the
worldwide mobile phone industry
exceeded expectations in the first quar-
ter of 2003, rising 18 percent compared
with the same period a year ago. This is
largely attributed to robust demand for
replacement devices, with significant
demand recorded across all regions.
Global wireless subscribers surpassed
1.1 billion at the end of 2002. Leading
handset manufacturer Nokia estimates
that wireless handset sales will increase
by approximately 10 percent in 2003,
to 445 million units, and that the total
number of wireless subscribers will
reach 1.6 billion by the end of 2005.
Although commercialization of many
third generation, or 3G, wireless net-
works in Europe and Asia has been
postponed due to a variety of technical
and marketing issues, there has been a
wave of announcements in the last sev-
eral months that projects are moving
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forward. Interestingly, many 3G
licensees that had signed letters of
intent with vendors several years ago are
now renegotiating or rebidding those
contracts now that prices are lower. As a
result, Lucent Technologies secured a
with mm02,

European wireless service-provider, for

contract a leading

networks in several European countries.

B
Wireless LANs (local area networks),
also known as “Wi-Fi,” or “hotspots,”
are both complementary and competi-
tive with next-generation wireless
systems. The technology is relatively
simple and cheap to deploy, and is
capable of transmitting data at far
higher speeds than current wireless net-
works. The momentum around Wi-Fi
continues to grow, with a recent surge
in operators deploying Wi-Fi networks.
The challenge for cellular carriers
moving to deploy 3G wireless networks
that offer high-speed Internet services
is that they usually make most of their
money from heavily used parts of their
networks—usually in city centers,
exactly where Wi-Fi providers are
deploying their services. Cellular net-
works currently have two
advantages—ubiquity and mobility.
Wi-Fi networks do not typically work
when users are in motion (driving, for
example). However, innovations in Wi-
Fi technology also are occurring at an
impressive pace. For example, new
products have been developed for wire-
less billing and receipt printing by
commercial businesses and retail out-
lets. These products will enable small
businesses to easily and cost-effectively
install hotspot access points for wireless
connectivity and tie multiple Wi-Fi
access points together into workable
systems with authentication, billing,
pre- and post-paid billing, and credit
card management. Many other coun-
tries are watching developments in the
United States with great interest.

Many wireless operators in the United
States are recognizing the advantages of
using public Wi-Fi access to comple-
ment their wireless data offerings and
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see hotspots as an immediate revenue
generator for data service. For example,
T-Mobile, a nationwide wireless opera-
tor in the United States, has been
promoting Wi-Fi access through
Starbucks. Verizon Wireless is convert-
ing payphones in New York City to
wireless hotspots. In Europe, the
European Commission is calling for a
simplification of EU regulations gov-
erning wireless LANs in order to
promote the proliferation of hotspot
services to further the Information
Society initiative by increasing the avail-
ability of broadband services. The
European Commission has recom-
mended lifting
restrictions on wireless LANs and intro-

country-specific

ducing an EU-wide general license. The
next step toward large-scale hotspot
deployment will be to harmonize spec-
trum allocation for wireless LANS,
expected World
Radiocommunications ~ Conference
2003, which took place in June. Several
3G operators in Europe are now adopt-
ing hotspots to complement 2.5G and
future 3G services. For example, pan-

following  the

European operators T-Mobile, Orange,
mmO2, and Vodafone are all deploying
hotspots in one or more of their mar-
kets. The use of Wi-Fi wireless access to
the Internet is also growing rapidly in
Asia, where there are about 10,000
hotspots. Globally, Wi-Fi equipment
and support services are expected to
reach $4 billion in revenue by 2008,
according to a recent report by Telecom
Trends International. The report also
forecasts that revenue will grow at a
compound annual growth rate of 18
percent through 2008.

:
EQUIPMENT TRADE

In 2002, the United States registered a
record deficit in telecommunications
equipment trade. The deficit in 2002
of $14.1 billion was up sharply from
$9.7 billion in 2001, reflecting the con-
tinuing downturn in demand both in
the United States and abroad since
1999. Exports of U.S. telecommunica-
tions equipment declined by 28
percent to $14.5 billion in 2002, down

from $20.2 billion in 2001. Imports of
telecommunications equipment fell 4.5
percent, from $30 billion in 2001 to
$28.6 billion in 2002.

The largest export markets were
Canada,  Mexico, Japan, the
Netherlands, China, and the United
Kingdom, although exports declined to
virtually every country in 2002. By
region, Asia surpassed the European
Union and Latin America with $4.2 bil-
lion, $3.5 billion, and $3.3 billion in
U.S. exports, respectively. Equipment
exporters enjoyed steady growth
throughout the 1990s (with the excep-
tion of 1998). However, imports also
began to increase, finally surpassing
exports in 1999, as manufacturing of
low-end, customer-owned equipment
shifted to Asian suppliers. For example,
cellular phones accounted for the largest
telecommunications import category,
reaching $9.5 billion in 2002.

LEADING FOREIGN
[l
China
China has been the fastest-growing
telecommunications market in the
world in the past few years, even as the
global market for telecommunications
products has been slumping. In
January 2003, China’s Ministry of
Information Industry (MII) reported
that capital expenditures on telecom-
munications equipment amounted to
$25.5 billion in 2002, and predicted
that expenditures would amount to

$25.4 billion in 2003.

Despite the projected slowdown in
2003, MII reported in May that capital
expenditures on telecommunications
equipment in the first quarter of 2003
actually increased 13.5 percent com-
pared with the first quarter of 2002.
MII said that China added 11.4 million
new wireline subscribers and 15.5 mil-
lion wireless subscribers in the first
quarter of 2003. China already had the
world’s largest number of both wireline
and wireless subscribers, with 214.4
million wireline subscribers and 206.6
mobile subscribers at the end of 2002.
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At the end of 2002, China also had a

telephone penetration ratio (telephone

lines per 100 people) of approximately
16 percent for wireline and 15.5 per-
cent for wireless, although these figures
can be misleading since teledensity rates
tend to be much higher in urban areas
of China and significantly lower in rural
areas. There is also a disparity between
the more densely populated eastern part
of the country and the less densely pop-
ulated western provinces.

China’s telecommunications equipment
market has exhibited strong growth
despite a pause in capital spending asso-
ciated with a major restructuring of the
telecommunications market in 2002.
The Chinese government ordered the
country’s dominant telecommunica-
tions service provider, China Telecom,
to be divided into two separate entities,

and the uncertainties caused by the
terms of the separation led the company
to suspend major capital outlays. Now
that the restructuring has been com-
pleted, it is expected that the two “new”
carriers will accelerate their capital
investment spending to compete in
each other’s territory.

Although travel has been curtailed and
several trade events have been post-
poned or canceled, it is not yet clear
what effect the SARS outbreak will
have on overall capital expenditures in
the telecommunications sector in
2003. Most industry analysts have pre-
dicted that, if SARS is brought under
control by July or August, the disrup-
tion will be minimal.

While China offers tremendous market
opportunities to U.S. exporters, it also

presents some serious challenges. For
many years, the Chinese government
has maintained economic, political,
and national security policies designed
to promote the development of an
indigenous telecommunications manu-
facturing industry and minimize the
reliance on foreign vendors.

Foreign companies that wanted to sell
telecommunications equipment in
China were usually obliged to form
joint ventures with Chinese partners,
transfer technology, and comply with a
variety of other regulations governing
domestic content, currency controls,
export performance, and standards. In
its. WTO accession commitments,
China pledged to eliminate many of
these policies, but the effects of the poli-
cies are likely to linger even after the
regulations disappear.
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U.S. companies seeking to do business
in China may still find it advantageous
to have an experienced local partner
to enter the Chinese marketplace.
Companies should be thorough in
their due diligence, and pay careful
attention to protecting their intellec-
tual property.

The best opportunities for U.S.
telecommunications equipment com-
panies interested in exporting to
China are likely to be in advanced net-
working and wireless technologies.
Some of the best opportunities for for-
eign suppliers are likely to be in
emerging technologies like 3G wire-
less, broadband wireless applications
like Wi-Fi, and cost-effective solutions
for rural service delivery.

China’s telecommunications equipment
market is characterized by rapid growth,
intense competition, and a multitude of
complex, multilayered, political and
economic factors that must be carefully
and successfully evaluated in order to
achieve success.

India

With the announcement of a telecom-
munications policy in 1994, India
took its first significant steps to liber-
alize its telecommunications services
market. Unfortunately, for a variety of
reasons, large-scale foreign invest-
ments were not realized, and private
sector participation in the market did
not develop as anticipated. Seeking to
address many of the unresolved prob-
lems in the sector, a new telecom-
munications policy was set forth in
1999 that has been implemented more
successfully. In the past two to three
years, however, the pace of reforms has
quickened, and the growth of the
industry has been impressive. The
value of India’s telecommunications
equipment market is estimated at $3.5
billion. Indian consumers have greatly
benefited as rates for domestic and
international calls have dropped while
competition has spread to all sectors of
the market. U.S. telecommunications
firms should take a fresh look at the
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Indian market and the commercial
opportunities now available.

India’s wireless communications market
has become a big success story. The
number of cellular subscribers is grow-
ing 85 percent annually and is
approaching 15 million. Over the next
five years, the total number of global
system for mobile communications
(GSM) subscribers may reach 100 mil-
lion. Leading wireless manufacturers
plan to leverage India’s I'T capabilities to
create software applications for such
new technologies as general packet
radio service (GPRS) and enhanced
data rate for GSM evolution (EDGE).
Some companies are installing code
division multiple access (CDMA) tech-
nology to support wireless local-loop
services, and at least one company
intends to offer time division multiple
access (TDMA)-based voice and data
services in some rural and semi-urban
areas of the country this summer.

India’s teledensity reached 5 percent
earlier this year, still one of the lowest
rates for a major country. The govern-
ment has set a goal to reach a national
7-percent rate (75 million access lines)
by 2005 and 15 percent (150 million
access lines) by 2010. The government-
owned fixed line provider, BSNL, will
shoulder a large responsibility in meet-
ing these targets, particularly in meeting
infrastructure development commit-
ments in Indias 660,000 villages, many
of which still lack direct access to the
communications network. There also
are alternative communications net-
works being developed by the railway,
the power grid and the gas authority of
India, although none is viable as an
existing alternative nationwide net-
work. Two private companies (Reliance
and Bharti) are working on a national
broadband network connecting 115
cities and a 25,000-meter fiber net-
work, respectively.

Issues involving telecommunications
will also be a part of the agenda for the
High Technology Cooperation Group
(HTCG) established by the United

States and India in November 2002.
The HTCG will serve as a framework
for the discussion of issues related to
bilateral high-technology commerce,
such as dual-use export control issues
and Indian barriers to high-tech trade.
The HTCG is coordinating a forum
on financing innovation on July 1 in
Washington, D.C., at which U.S. and
Indian private sector representatives
will discuss investment and venture
finance in India. The first full meeting
of the government-to-government por-
tion of the HTCG will take place on
July 2.

European Union

The telecommunications market in the
European Union is the second largest
in the world, after North America.
Despite considerable turbulence in this
sector, the EU market for telecommu-
nications services has
resistant to the global economic down-
turn than it has been for the
information technology sector. The
value of the EU market for telecommu-
nications services was $238 billion in
2002, and it is expected to increase at
the same 5-percent rate in 2003 as it
did during 2002. This growth is driven
primarily by efforts of the European
Union to catch up with the United
States in Internet protocol applications
and Internet deployment, especially
using broadband access technologies
like asymmetrical digital subscriber line
(ADSL), and to maintain the EU lead
in mobile communications. However,
the value of the EU market for tele-
communications equipment decreased
by 9 percent in 2002, to $54 billion,
and it is expected to remain at the same
level in 2003. The unusually sharp
decline in 2002 was primarily due to a
27-percent decrease in cellular opera-
tors expenditures on infrastructure,
which is expected to increase by 4 per-
cent in 2003.

been more

A report on the European market for
telecommunications, information tech-
nology, and electronic commerce,
highlighting the Italian and Spanish

markets, will soon be published and





available at www.export.gov/infotech.
Italy has the third-largest market for
telecommunications services in the
European Union, valued at $33 billion
in 2002, and it is expected to grow by 3
percent in 2003. This growth is paced
by Internet and on-line services, the
value of which is expected to increase by
36 percent in 2003, to a level of $2 bil-
lion, due primarily to accelerating
broadband penetration, which currently
stands at only 1.6 percent of house-
holds. Italy has the fourth-largest
telecommunications equipment market
in the European Union, valued at $7
billion in 2002, and it is expected to
grow by 1.4 percent in 2003, due pri-
marily to a resumption in expenditures
on cellular infrastructure.

Spain has the fifth-largest market for
telecommunications services in the
European Union, valued at $19 billion
in 2002, and expected to grow by 5
percent in 2003. This growth is paced
by 31-percent growth in the value of
Internet and on-line services and 23-
percent growth in the value of
switched data and leased line services.
Although Spain already has broadband
Internet access in 3 percent of house-
holds, the highest in the European
Union after Germany, Internet services
continue to be the fastest-growing
telecommunications service in Spain.
The value of the Spanish market for
telecommunications equipment was
$4.4 billion in 2002, and it is expected
to decrease by less than 1 percent in
2003, due primarily to a decline in
sales of cellular phones.

The European Union has reached a
turning point in mobile communica-
EU mobile
penetration rate per capita has reached
77 percent. With a mobile penetration
rate of 92 percent, Italy demonstrates

tions, because the

the trend in Europe, where mobile
operators are shifting their focus from
increasing market share to maximizing
revenue. As throughout the European
Union, Italian mobile operators are now
innovating with data communications
applications, such as messaging and

Internet access over existing GSM net-
works that are enabled by GPRS
technology. GPRS is known as a 2.5G
wireless technology because it enables
faster transmission speeds, while still
falling short of the speeds possible using
3G wireless technology. Meanwhile, 3G
wireless was launched in Italy and the
United Kingdom by the subsidiaries of
Hutchison Whampoa, Hong Kong,
during the first quarter of 2003. The
three incumbent Italian mobile opera-
tors are expected to launch 3G wireless
services by 2004. The ExportIT report
highlighting Spain and Italy is part of a
series posted on the Web site of the ITA
Information Technologies Division
(www.export.gov/infotech), where a
similar report highlighting Germany
and France is already posted.

Mexico

With a population of more than 100
million, Mexico has considerable
opportunities for growth in the
telecommunications equipment and
services markets. Privatization and pro-
competitive measures first announced
in 1989 significantly pared back the
Mexican governments role in the
telecommunications sector. Many of
these measures were codified in the
federal telecommunications law of
1995. The law allowed new entrants
into the market to compete with the
former state-run monopoly telecom-
munications provider, Telefonos de
Mexico, or Telmex. The law opened up
every telecommunications service to
competition, allowed higher levels of
foreign participation, and mandated
interconnection and transparent, non-
discriminatory processes for licensing.

Despite numerous advances made on
paper, the regulatory environment in
Mexico remains a drag on the telecom-
munications sector. In the late 1990s,
the Mexican government moved halt-
ingly to
measures and, despite commitments

implement competitive
from the Fox administration, regulators
Comisién  Federal de
(Coftel), have

taken few steps over the past years to

from the
Telecomunicaciones
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U.S. Government
Resources

The International Trade Administration’s indus-
try, export, and financing specialists, both in
Washington, D.C., and the U.S. Export
Assistance Center network across the United
States, are key resources for American
telecommunications firms as they evaluate
projects and markets abroad. The following is
a sample of the services offered to U.S. firms.

The ITA Office of Telecommunications
Technologies, (202) 482-4466, monitors
and evaluates global market conditions, partic-
ipates in international market-opening negoti-
ations, and provides links to industry special-
ists at U.S. Commercial Service offices world-
wide (www.export.gov/infotech). Several mar-
ket research tools are available on this Web
site, including a series of ExportIT reports and
“Telecom and IT Trends Mexico 2004,” which
is a group of frequently updated market
reports and opportunities for Mexico.

U.S. Commercial Service offices at U.S.
embassies worldwide can evaluate prospective
local partners, markets, and projects; arrange
meetings with key foreign officials and execu-
tives; and research local sources of funding
(www.buyusa.gov).

U.S. Export Assistance Center specialists
provide export counseling and information on
federal export promotion programs and servic-
es, identify export regulations affecting U.S.
industry, coordinate with finance specialists in
Washington, D.C., and in embassies worldwide,
and help U.S. firms identify projects of interest
through market research reports prepared by
Commercial Service posts around the world.

Specialists at the Advocacy Center, (202)
482-3896, arrange high-level advocacy on
behalf of U.S. firms that face formal or informal
trade barriers or arbitrary government deci-
sions abroad (www.export.gov/advocacy).

Additional information on markets and proj-
ects abroad, export requirements, and U.S.
government export assistance programs can
be found at www.export.gov, as well as individ-
ual U.S. embassy Web sites.
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rein in Telmex. Industry observers note
that most Cofetel officials have not
taken public positions against Telmex or
attempted to use regulatory tools at
their disposal. Even when, in late 2000,
Cofetel found Telmex to be in violation
of certain requirements outlined in the
existing regulations, Telmex challenged
the regulator’s authority in court and
won an indefinite suspension of
Cofetel’s asymmetric regulations.

Mexico’s Congress has been debating an
updated telecommunications act for the
last two years. Discussions have stalled
on some of the more divisive proposals,
such as increasing the autonomy of
Cofetel and establishing and enforcing
dominant

carrier regulations on

Telmex. The national election sched-
uled for July 2003 is significant, as
Mexico’s one-term limit means that all
seats in the Chamber of Deputies will

18 EXPORT AMERICA July 2003

be filled with new legislators. What
impact will all of this have on telecom-
munications reform? Most industry
analysts predict the Mexican Congress
will have trouble passing anything of
substance in 2003.

Despite the regulatory and commercial
challenges, the Mexican telecommuni-
cations market has great potential for
growth. Cofetel reported that at the
end of 2002, fixed-line penetration was
14.6 percent, and mobile density
reached 25 percent. In 2002, mobile
operators added 3.8 million sub-
scribers, increasing the total to 25.4
million, up 18 percent from 21.6 mil-
lion in 2001. Rapid growth in the
wireless market is expected during the
coming year as competition heats up
and operators consolidate their hold-
ings in the market. In addition to
targeting lower income segments of the

population with prepaid and calling
party pays plans, wireless operators are
expected to target corporate segments
with high-end, high-tech applications
as the development of advanced tech-
nology spurs the introduction of new
mobile services.

The service with the greatest growth
potential in the next several years will
likely be data communications, as cor-
porate customers data transmission
requirements become increasingly cru-
cial to the bottom line. This should
increase demand for bundled pack-
ages of services and spur investment
in end-to-end that
enhance the competitiveness of new

technologies
entrants’ offerings.
In 2002, Mexico ranked as the third-

largest importer of telecommunications
equipment from the United States






(behind Canada and Japan). Demand is
expected to increase as both residential
and corporate clients drive operators to
upgrade their networks in order to take
advantage of higher speed technologies
that maximize the potential of the
Internet. Mobile network development
will most likely offer the greatest oppor-
tunities for equipment vendors. For
example, the dominant player Telcel has
invested in an upgrade to GSM/GPRS
technologies. In addition, the govern-
ment’s “e-Mexico” initiative to promote
digital connectivity in rural areas will
offer numerous procurement opportu-
nities as well.

| | TRADE NEGOTIATIONS

For the past 15 years, the United States
has been actively engaged in trade nego-
tiations affecting telecommunications
equipment and services. In the North
American Free Trade Agreement with
Canada and Mexico, ground rules were
set for access to telecommunications
networks, the provision of value-added
services, and the adoption of telecom-
munications standards.

The new round of WTO services nego-
Doha
development agenda, includes telecom-

tiations, known as the
munications services. The round began
in 2000, and it is scheduled to conclude
by the end of 2004. Last summer, the
United States made formal requests of
more than 100 WTO member coun-
tries. It asked trading partners to
remove all existing market access and
national treatment barriers or limita-
tions, for all telecommunications
services (basic and value-added), as well
as to adopt, if not already done so, a
wide range regulatory principles set
forth in WTO negotiations over the last
several years. Negotiating sessions will
be held in Geneva every two or three
months until the conclusion of the
Doha round.

More recently, the United States has
concluded free trade agreements (FTAs)
with Jordan, Chile, and Singapore.
Each agreement includes a section that
promotes liberalization of the telecom-

munications sector. Currently, the
United States is actively negotiating
FTAs with a number of countries. Each
will promote greater market access for
U.S. products and services and seek to
ensure fair and non-discriminatory
treatment for all market participants
while promoting a transparent regula-
tory process. Negotiations for a Free
Trade Area of the Americas among 34
nations in the Western Hemisphere
began at the Summit of the Americas in
1994, and the goal is to complete nego-
tiations for the elimination of barriers to
trade and investment by January 2005.
Meanwhile, the Central America Free
Trade Agreement would include the
United States, Costa Rica, El Salvador,
Guatemala, Honduras, and Nicaragua;
it may be completed early next year.
Negotiations for a free trade agreement
between the United States and the
Southern African Customs Union
(Botswana, Lesotho, Namibia, South
Africa, and Swaziland) began in June
2003. Negotiations for FTAs with
Morocco and Australia also began in
2003, with hopes of completion by
mid-2004.

These multilateral and bilateral FTAs
are negotiated to enhance trade and
investment flows by providing lower
tariffs for exports of goods, easier cus-
toms procedures, improved market
access for various commercial and pro-
fessional services, easier entry for U.S.
businessmen into other countries, and
better terms for investment in foreign
countries. FTAs create a framework for
businesses to prosper globally, which in
turn encourages stability and expansion
of economies. (]

Thank you to Linda Astor, Myles
Denny-Brown, Dan Edwards, Steve
Green, and John Henry for their
contributions to this article.

NEW OPPORTUNITIES

Major Exhibitions
and Conferences

ITU TELECOM WORLD 2003

October 12-18, 2003
Geneva, Switzerland

This quadrennial event sponsored by the
International Telecommunication Union is the
largest telecommunications trade exhibition
and conference in the world, typically attracting
over 1,000 exhibitors and close to 200,000
attendees, including service providers and
operators, governments, and leaders in manu-
facturing and industry. The event covers the
entire converging communications industry,
from telecommunications and computers to
broadcasting and Internet applications.
www.itu.int/world2003

PT/WIRELESS AND
NETWORKS COMM CHINA 2003

November 12-16, 2003
Beijing, China
This trade show focuses on wireless and next

generation technologies.
www.adsale.com.hk/aes/en/shows

EXPO COMM CHINA SOUTH 2003

November 18-21, 2003
Guangzhou, China

This is the leading event for telecommunica-
tions, networking, IT, enterprise networking,
and wireless technology in southern China.
www.ejkrause.com/events/5903.html

EXPO COMM MEXICO 2004

February 10-13, 2004
Mexico City, Mexico

The U.S. Department of Commerce encourages
U.S. companies interested in developing
telecommunications opportunities in Mexico
to participate in the USA pavilion and product
literature center at this certified trade event.

Contact:

Steve Green

Tel: (202) 482-4202

E-mail: Steve_Green@ita.doc.gov
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Mobile Telecom Marketsin the Caribbean
with Jose F. Otero

August 12, 2003 — The promise of growth in Caribbean telecom marketsis finaly starting to
materialize into subscriber growth, according to a newly-published report by Baskerville. The
soon-to-be-rel eased report, "Mobile Opportunities in the Caribbean,” forecasts that subscriber
numbers will grow 34.7% this year and more than double to 14.3 million by 2008. For more
information on the report, including pricing details, please visit:

http://www.baskerville.tel ecoms.com/caribbean.

The following is an interview with Jose F. Otero (JFO), author of Baskerville' s upcoming report:
Q: Areregulatory regimesin place to promote investment in the Caribbean?

JFO: The Caribbean is home to a diverse set of regulatory frameworks with varying degrees of
maturity and transparency. For example, Puerto Rico and the Dominican Republic have telecom
regulators (JRT and Indotel, respectively) with vast experience promoting competitive markets.
On the other hand, countries like Antigua & Barbuda and Haiti lack a clear distinction between
the regulator and the incumbent telecom operator.

The English-speaking Caribbean is undergoing a transformation of its regulatory framework with
the objective of being able to @) coordinate policy decisions across the idands (especially ECTEL
countries), b) introduce and promote competition in telecom services, and ¢) provide a transparent
regulatory framework for al market players. That being said, one of the main challenges nascent
regulatory entities in the Caribbean face is the question of how to tackle their learning curve in
order to efficiently solve regulatory problems in their markets. Thisisacritica element to attract
much-needed foreign investment.

Q: How does the report card read on telecom competition in the Caribbean?

JFO: Telecom competition in the Caribbean has increased greetly over the past three years. Long
gone are the days when Cable & Wireless maintained a monopoly on most English-speaking
idands and only the Greater Antilles (Dominican Republic, Haiti, Puerto Rico, Jamaica, and
Cuba) boasted more than one mobile operator. Of course, exceptions like Antigua & Barbuda
existed in the region but Cable & Wireless dominated until liberalization gained momentum
severd years ago.

The arrival of new players, some with long traditions and experience offering telecom services, is
definitely beneficial for the idands. New investment, more aternatives, and the accompanying
infrastructure modernization will have an immediate impact on the idand economies. However,
there are many issues that need to be addressed by the region’ s relatively young regulatory
entities. Most notably, how to reign in incumbent telecom service providers and ensure they
abide by the new regulations designed to foster competition. Thisissueis crucia for
inexperienced regulatory officials whose learning curve is years behind that of a company like
Cable & Wireless. Nevertheless, | do not foresee far-reaching problems between the incumbent
and new entrants in countries with an independent regulator. The red problem yet to be
addressed is how to resolve claims of anti-competitive behavior against the incumbent in a market
where the incumbent and “independent” regulator maintain a symbiotic relationship, as with the
case of Haiti.





Q: How will telecom operators finance expansion in the Caribbean?

JFO: There's no doubt that the viability of any new enterprise depends on the ability to finance
operations through the breakeven point. One of the most important findings of Baskerville's
report is that most new entrants, specifically AT& T Wireless and Digicel, will not have any
problems financing their new enterprises in the region. Both companies have two important
ingredients: enough cash and a successful track record in the region, with AT& T Wireless
succeeding in Puerto Rico and Digicel in Jamaica

The same cannot be said about domestic operators such as Barbados Sunbeach Communications
and St. Kitts' CariGlobe. These players will have more difficulty raising the necessary funds for
launching operations. Sunbeach is the more advanced of the two operators with a signed network
contract with Nortel Networks in hand and shareholders approval for raising about US $50
million to launch mobile services in Barbados.

The report highlights operators’ inability to cope with high levels of indebtedness, which resulted
from lower than forecasted revenues and network expansion. Centennial Wireless and Oceanic
Digital Communications serve as poignant examples of this problem.

Q: What impact will increased competition have on consolidation in the Caribbean?

JFO: The high number of mobile service providers offering or scheduled to start offering services
in the Caribbean will eventually lead to consolidation of the sector. Baskerville's report argues
that due to the small size of the individual markets, consolidation within the Caribbean mobile
sector will occur at afaster rate than the mainland United States. Thisis mainly due to the fact
that mobile saturation levels will be reached within 12 months of the start of competition in most
English-speaking Caribbean markets. Thus, it would be extremely difficult for an idand such as
Barbados to sustain its four mobile players. AT& T Wirdess, Cable & Wirdess, Digicel, and
Sunbeach.

It's important to note that consolidation will also be taking place in the non-English speaking
Caribbean, where competition arrived earlier and entry costs are so high that both Puerto Rico
and the Dominican Republic have spectrum concessionaires yet to launch services (Nextel
Corporation and Globa Com, respectively). Consolidation in these markets will develop in a
different manner than in the smaller Eastern Caribbean idands. For example, consolidation in
Puerto Rico will take place as an aftershock of a similar process in the United States.

Q: What technology(ies) will win the day in the Caribbean?

JFO: It'simportant to bear in mind that consumers are less concerned with choice of technology
than price, coverage, and quality of service. The Caribbean’s mobile networks mirror those
deployed elsewhere in the Western Hemisphere, including AMPS, TDMA, GSM, and CDMA.
That said, the most important topic discussed in relation to technologies is the migration towards
next generation networks in order to provide consumers with data-centric value-added services.

Baskerville' s report identifies both CDMA and GSM as the main technologies driving subscriber
growth in the region, with CDMA networks experiencing most growth in the Dominican

Republic and Puerto Rico. GSM growth derives from two main sources, including 1) the
decision by former monopoly Cable & Wireless to migrate its TDMA network to GSM and 2) the
decision by new entrants AT& T Wireless and Digicel to use GSM as the platform for their
networks, making the English-speaking Caribbean a GSM-centric world -- at least until Oceanic





Digita Communications solves its financiad problems and launches CDMA service on these
idands. Currently, GSM enjoys the widest deployment in the Caribbean. However, in terms of
the number of subscribers, CDMA isthe leading technology followed by TDMA and GSM,
respectively. Baskerville expects this to change in the near future, as GSM will garner an
increasing number of subscribers.

Q: What is the appropriate business model for achieving success in the Caribbean?

JFO: Theregion’s great diversity in terms of culture, population, language, and
political/economic systems precludes the existence of a specific business model that would be
successful across the region. Nevertheless, the incredible proliferation of service providers will
increase the pressure on each player to secure a revenue stream large enough to make the
enterprise profitable. Baskerville' s report argues that the ability to bundle services will be
extremely important, as operators who limit their offerings to mobile services will find it difficult
to retain customers. Of course, there are other things that mobile operators can do to improve
their competitive position but, in most cases, this will require a well-planned island-by-idand
approach.

Jose F. Otero is an independent telecom consultant and can be reached at JoseFOtero@aol.com







