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Abstract: 


The document contains the data for the case study on Universal Service regarding Argentina, as requested during the Rapporteur’s Group meeting on Question 7/1 (Buenos Aires, 5-7 July 1999).


�
COUNTRY BACKGROUND





Argentina is the second largest country in South America in terms of land-mass. With a large  Atlantic coastline stretching from Río de la Plata in the northeast to Tierra del Fuego top in the south, Argentina has borders with Chile to the south and west; Bolivia to the north; Paraguay to the northeast; and, Brazil and Uruguay to the east. Relative to its large area, Argentina has a low population, currently growing at a yearly rate of around 1.5%. Almost 90% of the country´s population is concentrated in urban areas leaving a rural population of around four million. The country is divided into 23 provinces, plus the Federal Capital of Buenos Aires. Argentina's terrain is mainly flat, but the high Andes mountain range stretches over much of its western area. The country includes subtropical rain forest in the north, vast areas of fertile farming land in the centre (the "Pampas"), and the desolated plains of Patagonia in the south. As a result, the climate varies from sub-tropical in the north to subantarctic in the south, with moderate rain.
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�
Year�
Unit�
Value�
Source�
�
Area�
�
Km2�
2,780,400 �
IMF�
�
Population�
1996�
million�
35.2�
INDEC�
�
Population�
1998�
million�
36.1�
INDEC�
�
Capital City - Buenos Aires�
1991�
million�
2,961�
UN�
�
Other Principal Cities – Córdoba�
1991�
million�
1.1�
UN�
�
La Matanza�
1991�
million�
1.1�
UN�
�
Rosario�
1991�
million�
0.9�
UN�
�
Gross Domestic Product (GDP)�
1998�
US$ b�
298,13�
IMF�
�
GDP/Capita�
1998�
US$�
8,253�
IMF�
�
GDP/Capita�
1997�
US$�
9,132�
INDEC�
�
Unemplovment�
1998�
%�
15,6�
MOE�
�
Inflation�
1998�
%�
-0,5�
INDEC�
�
Exchange Rate�
1997�
US$1:P�
1.0�
IMF�
�
Growth Rate�
1999�
%�
-3.0�
�
�
External Debt�
1999�
US$b�
140,06�
�
�
Telecomunications Income/PBI�
1998�
%�
7,9�
�
�
Illiteracy (Percent)�
1995�
%�
3,8�
�
�
Population Density�
1998�
Inhabitants/km2�
13.0�
�
�
TV / 100 inhabitants�
1996�
%�
34,5�
�
�
Homes with TV�
1996�
%�
91,2�
�
�
Pc / 100 inhabitants�
1998�
%�
6.0�
�
�
Cable Subscribers�
1996�
MM�
4,0�
�
�
Total Basic Telephony Lines�
1998�
MM�
8,3�
�
�
Total Cellular subscribers�
1998�
MM�
2,7�
�
�
Social Economic Index: The 20 % more wealthy receives 53% of the PBI.





IMF -	International Monetary Fund


INDEC -	Instituto Nacional de Estadistica y Censos


MOE -	Ministry of Economy and Public Works and Services


p -	Argentine Peso


UN-	United Nations





�
Density Figures.





Density for each 100 inhabitants�
�
�
Year�
Density�
�
1985�
9,07�
�
1986�
9,43�
�
1987�
8,81�
�
1988�
8,8�
�
1989�
9,65�
�
1990�
9,62�
�
1991�
9,95�
�
1992�
11,44�
�
1993�
12,74�
�
1994�
14,89�
�
1995�
16,77�
�
1996�
18,17�
�
1997�
19,5�
�
�



Province�
Density�
�
Formosa�
4,76�
�
Santiago del Estero�
4,82�
�
Chaco�
5,61�
�
Jujuy�
6,38�
�
Misiones�
6,61�
�
Salta�
6,68�
�
Corrientes�
7,31�
�
Catamarca�
7,4�
�
Tucumán�
8,1�
�
La Rioja�
8,28�
�
San Juan�
11,02�
�
San Luis�
11,06�
�
Entre Ríos�
11,55�
�
Mendoza�
12,51�
�
Río Negro �
13,75�
�
Neuquén�
13,98�
�
Córdoba�
15,45�
�
Santa Cruz�
16,04�
�
Chubut�
16,63�
�
Santa Fe�
16,84�
�
La Pampa�
17,48�
�
Buenos Aires�
21,36�
�
AMBA�
25,59�
�



PRIVATISATION





In September 1989, within three months of taking office, President Carlos Menem announced plans to privatise ENTel as part of his Ley de Reforma del Estado (the Law of State Reform). In the interests of promoting competition, it was decided to split ENTel's operations geographically. For this purpose, the country was divided on a north-south basis. The Buenos Aires conurbation, where one-third of all Argentines live, was also split in two. For the purpose of mobile communications, the country was split into Greater Buenos Aires and the rest of the country.


The transfer of responsibility for the provision of telecommunications to the private sector was conducted through a series of decrees and controlled through bid specifications.


It was decided that the country relatively large number of cooperativas would also become part of the privatisation offer.  Since 1965, many of the cooperativas (around 250) had been grouped together into a single federation - the Federación de Cooperativas Telefónicas (FECOTEL). The cooperativas previously served (rather than connected) around 670,000 people in the southern region of Argentina. These operations were integrated into the southern region.


The auction was completed, on schedule despite political oppositiont at the end of june 1990, and the two winning consortia established Telecom Argentina in the north and Telefonica de Argentina SA (TASA) in the south. ENTel's plant was handed over to the new operators on November 8, 1990, on the basis of seven-year exclusiva licences, each with a three-year (non-renewable) extension, providing pre-estabhshed performance and capital investment benchmarks were achieved. The concessions were extended in November 1997 for two years.


The Transfer Contract required the operators to install a minimum number of lines and public telephones each calendar year. Additionally, other goals were established for data and value-added services were to be given equal access to each operator's transmission capacity.


Nortel Inversora SA (Nortel), a consortiurn comprising France Cábles et Radio, STET (now Telecom Italia), JP Morgan, and Perez-Companc, established Telecom Argentina. In April 1992, the Argentine government sold its remaining 30% holding in Telecom Argentina, completing its privatisation.  The company was listed on the New York Stock Exchange in December 1994. Nortel owns 60% of Telecom Argentina, with employees holding 10% and the remaining 30% publicly traded.  As of January 1999, Nortel was owned by Telecom Italia (32.5%), FCR (32.5%), Perez-Companc (25%), and JP Morgan (10%).


According to the Ministry of Public Works and Services, a total of US$16,600 million was invested in Argentina's communications sector between privatisation (in 1989) and the end of 1998, comprising US$12,035 million on fixed networks; US$2,600 milhon on mobile networks; US$1,400 on cable TV; and, US$650 million on other telecormmunications services.


Figures provided by the Secretaria of Communications show that revenues from telecommunications services in 1997 were US$9,002 billion, and are expected to rise by 77.7% to US$16,000 million by 2001. Revenues grew by 105.7 between 1993 and 1997. The importance of basic telephony to total revenues has been declining, from 65.8% (US$2,880 million) of total revenues in 1993, to 56.1 % (US$5,050 million) in 1997 and 44.7% (US$7,150 million) in 2001, although the sector is still showing strong growth, at 75.3% between 1993 and 1997 and 41.6% between 1997 and 2001.  Mobile telephony was the strongest growing sector between 1993 and 1997, recording growth of 504.6%, and is predicted to be the third-fastest growing sector between 1997 and 2001. National fix density in 1999 is expected to be over 23%.





TELECOMMUNICATIONS REGULATION


Up until 1989, the telecommunications system in Argentina was the monopoly of the National Telecommunications Company (ENTel). Privatisation of telecommunications services began in 1990, with the aim of opening the market to competition.  It was decided to split the country, geographically, into two operating areas. In june 1990, Telecom Argentina (Telecom) won the contract to provide telecommunications services in the north of the country, and Telefónica de Argentina (TASA) won the contract for the south. ENTel's plant was handed over to the new operators in November 1990.


A new regulatory body was created with effect from January 1, 1997. The Comisión Nacional de Comunicaciones (CNC) was formed through the merger of the Comisión Nacional de Telecomunicaciones (CNT) and Comisión Nacional de Correos y Telégrafos (CNCT), and acts as a technical and regulatory advisor to the Secretaria of Communications. In March 1998, the Secretaria of Communications decided that full liberalisation of the Argentine telecommunications market should take place in phases from mid-1998 through to November 1999. The public telephone business was opened to competition from March 1998 and the rural telephony market was opened from June 1998.  The data communications market was liberalised in June 1999, and the local, long-distance, and internacional telephony market will be opened from November 8,1999, when TASA and Telecom will be able to compete in each others' markets. The long-delayed award of personal communications services (PCS) licences took place in mid-1999 introducing immediate competition in the local services market.


The Secretary of Communications (Secretaría de Comunicaciones), is responsable for proposing, detailing, and implementing policies regarding the telecommunications industry, in addition to monitoring operators' compliance with these policies. The secretaria also deals with tariff-setting and the approval of technical plans and interconnection conditions.


Argentina has a liberal telecommunications market. Telefónica de Argentina (TASA) and Telecom Argentina (Telecom) are the main operators of basic telecommunications services in the southern and northern regions of Argentina. The companies took over the operation of state-owned companies and were privatised in 1990. The two compartes operated internacional services through Telintar, value-added services through Startel, and cellular services in the Buenos Aires region through Miniphone.  All three were equally-owned joint ventures.  Cellular services in the rest of the country were provided by Telecom Personal SA (Telecom Argentina, operates in the north of the country) and Telefónica Comunicaciones Personales (TASA, operates in the south of the country).


In November 1997, Telecom and TASA's basic operating monopolios were reviewed and extended for a further two years. As part of the conditions for the ending of the TASA/Telecom monopoly, the companies had been required to dissolve or spin-off their joint ventures so that they may compete on an equal basis with the new operators. The transfer of Startel assets to the Advance Telecomunicaciones (TASA) and Telecom Soluciones (Telecom) subsidiarias was completed in October 1998. The Telintar assets and business were transferred to Telefónica Larga Distancia (TLD, TASA) and Telecom Internacional (Telecom). lt was reported in April 1999 that the governrnent had authorised the break-up of Telintar when the market is opened to competition in November 1999.  Additionally TASA and Telecom will split Miniphone before 1999 ends.


Public telephony service licences were awarded in December 1998 to: Telefonía Pública y Privada (also referred to as Dakota Telecomunicaciones), the parking meter operator and concessionaire for the Buenos Aires Transit System; Organización Coordinadora Argentina (OCA) SA, the postal subsidiary of the Exxel Group; Supercanal Holding, a cable TV operator; and, Telecentro SA, also a cable TV operator. In April 1999, CRM Movicom, a cellular operator in the Buenos Aires metropolitan area, was awarded a licence to provide nationwide local and long-distance services from November 1999.  CTI Móvil awarded a similar licence.


In order to introduce inmediate competition in the local services market, TASA and Telecom, plus two new national operators, were allowed to participate in the auction of personal communications services (PCS) licences.


The provision of cable TV services has been open to competition since the 1960s and has developed to a large extent since 1987. Approximately 50% of households in Argentina subscribe to cable TV services. Following a large degree of consolidation in the industry, the market is now dominated by two multiple system operators (MSOs): Multicanal, majority (94.6%)-owned by the Clarin Group; and, CableVisión, owned by Telefónica Internacional (TISA - 35.8%), Citicorp Equity Investments (CEI - 35.8%), and TCI International (TINTA - 28.4%). Both MSOs are seeking licences to enable them to offer telephony services post-November 1999.
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Competition. June 1999


�
New Entrants





�EMBED Unknown���


�


Cellular Market


�
Questionnaire for country





1) which are the Telecommunications services and its goals that would correspond to be included inside the regime of Universal Service (SU)?





The evolution of telecom market in competitive environments based on neutrals, transparent and equal rules, has allowed more and more quick and pronounced cuts. At the same time it should be taken into account that the elasticity of the use'demand tends to be bigger than that of access and for it, the imposition of the obligation of universal service on the access would have a bigger impact in the increment of the welfare and smaller distorsives effects that subsidies policy on the use of the service.


The following ones are the services that it would correspond to be included, these will have the necessary financing required for their effective given service in a way that not affects the performance of the company subject to the obligation.





Access and basic residential phone Service (STDB) that includes:


Access and maintenance


Residential service for discounted local calls


Access to of emergencies'services


Unique line in home


Without access to supplementary services





This STDB would be available for all the residential clients that request it as first line in its home of habitual residence and that they fulfill the specified requirements. 


The client of the STDB will be able to request the transfer to the SBT (normal service) in any moment The transfer will be automatic in the case that the consumption behavior overcomes a reasonable limit.





Services of emergencies and similar (in general)





Public telephony not profitable and social public Telephony:





The SU fund will finance the deficit in the provision of non profitable TP as well as the discount applied to the telephones classified as social public Telephony and for handicapped-people, included the telephones for deaf-people.





�
Access to Telematic Services (Internet):





For guaranteeing the biggest efficiency in the use of the funds assigned to this type of service the financing of discounts should be prioritized for the access provision to Internet for the public schools and public libraries that request it.





Telemedicine:





The determined discounts should be available for hospitals and institutions of health that are located in rural areas or areas of difficult access.





Non profitable service for the operators and offered in function of the general interest:





Non profitable services whose profit is imposed by general interest reasons and that generates external positive reasons for the society according to the regulator entity.


 


2) the inclusion, should be extended for an indefinite term or on the contrary it would correspond to establish a temporary limit?





The permanent technological evolution and the new needs of the modern society make of the telecommunications an economical activity in permanent change and evolution.


Internationally a greater part of the regulators with experience in this topic, coincide in defining the concept of universal service as dynamic, that is to say, the definition and the aims of the services that includes should be revised in the time.


For the mentioned reasons we propose that the goals of the Universal Service (SU), that is to say the services that it includes, must be revised each two (2) years.





3) Which segments of the services (access to the service, maintenance of service, etc.) included in the regime of Universal Service should be financed by the proposed mechanism? 





All the segments of the service that are considered basic and indispensable for the use of the service will be included. Access to the service and maintenance is included in this category. Other aspects have been included in the point (1). 





4) Which are the economical sectors, user's categories and the geographical regions would be reached by each one of the services of telecommunications included in the SU?





The idea of Universal Service usually implies to facilitate the access to the basic phone services to low-income sectors, because they are those who present bigger difficulties to access to the service or even or to maintain it.


Due to it, in order to optimize the use of the available funds for the financing of the Universal Service clients' categories and areas should be established to subsidize taking into account the socioeconomic characteristics that limit the access to the service to the current prices.


To define properly the needs and convenience of applying specifical policies on determined areas and clients' groups requires to have information on the characteristics of the homes, especially related to to the revenues for family group and their geographical distribution. It serves as example the clear delimitation of the clients that require subsidies in the Programs of the financing of the USO (Universal Service Obligation) in USA for whose application has stated bases of information about the population that you/they make use of the social attendance.


The application of plans and programs subsidized for sectors of smaller resources require of efficient control mechanisms to assure the correct use of the assigned funds. In the case of the telecommunications it is probable that an important part of the same ones passes to families of medium and high revenues.


For that reason, evidently it should be excluded from these programs all of user's categories that are associated with a commercial activity, as well as any type of second lines and the lines for residential clients for homes that are not those of habitual residence and that they don't correspond to the selected geographical areas.


Domiciliary basic services should be necessarily limited in its coverages, but to cover the basic needs of the individuals that require it. On the other hand, with the growth and development of the Public and social Telephony can stay and still develop the access to the services of telecommunications. To assign efficiently the funds for the Universal Service would be convenient to limit the coverage from the STBD to areas and regions of more unfavorable conditions and with low indexes of penetration.


The Regulatory Authority should establish a penetration goal to reach for country and to assign the funds giving priority to those areas that are far from the satisfaction' level. It should be taken into account that the areas of smaller penetration are those that require bigger expenditures for the benefit of the service (e.g. Rural telephony).





5) the benefit of the USO, should take into account the natural demand of the market, or on the contrary is it necessary to incentivate it to reach the objectives of the USO in a certain lapse of time?





The idea of universal service, involves the concept that a bigger number of consumers should have access to a good or a determined service, which implies to recognize that, to the effective price, the quantity of consumers that have access to this service is smaller to the one wanted by the State. It depends in great measure of the moment in which is the opening process to the competition in the stated country. According to this, if we are at present in the moment of liberalization of the market, the regulator will arbitrate the means for the maintenance and expansion of the universal service. Beside it if it considers that to the effective prices, the wanted penetration goals are not completed, an additional financing will be required that allows to cut the prices or to offer at similar prices services of more costs to fulfill the objectives of the government's policies, and considering it necessary to extend the terms in order to obtain the proposed objective. It is dangerous, in some cases that the regulator incentivates through rulesmaking the demand since it could generate outrages in the competition and on the other hand to generate a demand where doesn't exist really, harming providers increasing the inefficiency of the system.





6) and 7) How should the methodology of incorporation of new services be to the USO? Should they incorporate new services before having achieved the provision of the basic services in the whole country?





The objective of achieving the provision of basic services in the whole country is an objective of long term that should be prioritized. In all ways and always in the measure that the available financing allows it, it could decide the incorporation of more specific benefits in the periodic revisions that are made about the reach of the USO.





8) and 9) should Internet be included in the USO? In that case, at what level should the access be guaranteed to this service? For all the users? For the urban areas? For the schools and public libraries, is anyone their geographical location?





According to each country characteristics, it may be considered in first term it would be prioritized the Internet access provision with a certain discount level for the public schools and public libraries. Then and in function of the objectives guided by the Government, they will be able to settle down new programs. Also the geographical location should be pondered for each school or library, having strong emphasis in those that are in populational centers far from the important cities, is considered that they won't have elements substitutes that you provide similar services.





10) how much estimate that your country could generate as funds to dedicate to finance to the annually SU?





In Argentina SU is concluding with the analysis process and elaboration of the Regulation of the US. The funds to be used for the SU will be established by the Regulatory Authority according to the budget financial needs, the aliquot for the applicable rate to the Fund of the SU, won't be able to overcome in any case 1% on the total revenues billed by the sector of the telecommunications (Approximately $12.000 annual millions).


The corresponding contribution will be gradual modifying year to year: (i) 0.6% during the year 2000, (ii) 0.7% in the 2001. (iii) 0.8% in the 2002 (iv) 0.9% in the 2004 and (v) 1% starting from the 2004.





____________________


____________________
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