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During the Study Group 1 meeting in Caracas in September 2001, some contributions were made to the study of Question 11/1. The meeting suggested to merge in a Final Report for the Question the contributions received both in written and oral forms. However, the contributions received were not suitable to be converted in a Final Report.

In order to leave track of these contributions and to facilitate possible further studies on the Question, the Chairman of Study Group 1 requested that the contributions of Malta, Venezuela, Nigeria and Somalia be posted on the ITU-D Website.

MALTA

Telecommunications have nowadays assumed a special significance to serve as the basic pillar of economic development. We should not forget the great efforts of Sir Donald Maitland in having convinced the Governments of the world to give priority to telecommunications. Governments are now convinced that it is "de rigueur" to have telecommunications development as a top priority item for socio-economic development. And this fact is even more evident considering that also the leaders of the G8 countries decided to adopt, in their Charter on the Global Information Society drawn up at the Okinawa Summit, four of the six points included in the Valletta Action Plan. It is to the credit of the ITU that it succeeded to secure such a global impact.

It is therefore essential that Governments/Administrations must now ensure that multilateral frameworks for foreign investment are established in the respective countries. A stable regulatory framework will attract investment and this should be accompanied by transparent machinery coupled by public accountability in the decision-making processes. Investor’s confidence requires that modern management and financial information is in place. The liberalization of markets is a must to succeed in the rapid evolving telecommunications environment and the enhancement of partnership with the private sector is central for the optimization of the benefits arising from telecommunication developments.

VENEZUELA

The telecommunication sector is one of the main areas of investor’s interest in Venezuela, particularly now that the market for basic telephone services has been opened up. Indeed, the liberalization of the basic telephone services market began on 27 November 2000, when, in a milestone for the Venezuelan telecommunication sector, the monopoly of the Compañía Anónima Nacional Teléfonos de Venezuela (CANTV) was ended.

The new Organic Law on Telecommunications is a key element in this liberalization process, as it represents a radical reform of obsolete legislation dating from 1940, which it has now superseded. The new Law eliminates the State's monopoly on telecommunication services, and opens the way so that private-sector interests wishing to invest in this area and provide telecommunication services may do so. 

Moreover, Venezuela requires high-quality services at competitive prices, particularly given that, as at 31 December 2000, the country recorded low density rates: for instance, a teledensity rate of 10.78 per cent and an Internet density rate of 1.24 per cent. As a result, there are more flexible State policies in place and there is a clear view of the country's needs, as an effort is being made to encourage increased density levels.

With Venezuela's basic telephone service being opened to competition, the State hopes to draw new companies into the sector, increase density levels, improve the quality of service and, to be sure, increase the level of investment. It is noteworthy that the auctioning of wireless local loop (WLL) frequency bands was successfully carried out in 2000. Similarly, an auction of spectrum for the use of wireless fixed access technology - in particular, local multipoint distribution systems (LMDS) - is planned for 2002.

From the competition standpoint, the process has worked well to date. Evidence of this is the entry of a significant number of companies into the Venezuelan market, which has resulted in capital being brought into the country and hence a rise in GDP. It is also hoped that other telecommunication markets that have been open to competition for several years, such as cellular telephone service and value-added services, will also see the entry of new operators as the marketplace provides a broader range of options in terms of network structures for the transport of voice, data and images. 

NIGERIA

As part of the efforts to provide an enabling environment which is conducive to the growth and development of industries, inflow of foreign investments and to shield existing investments from unfair competition as well as stimulate the expansion of domestic production capacity, the Federal Government of Nigeria has developed a package of incentives for various sectors of the economy, hence creating an enabling environment which is conducive and attractive to investors.

The New National Telecommunications Policy Objective is primarily to achieve a modernization and a rapid expansion of telecommunication networks and services and to enhance national economic and social development. It also aims at integrating Nigeria into a globalized telecommunication environment network.

Telecommunication services in Nigeria are accordingly projected to be efficient, affordable, reliable and available to all.

The policy strongly prescribes clear delineation of institutional roles and functions, reviews existing laws and above all pushes to the establishment of an open, transparent, future-oriented and proactive regulatory framework, with process and procedures aimed at the following goals:

· To ensure that the Government directs its financial interest in the state-owned telecommunication entities.

· To promote competition to meet growing demand through the opening of the market to additional national carriers.

· To ensure that all telecommunications operators are brought under the control of the National Regulatory Authority.

In addition, the policy is designed to create an adequate legal, institutional and financial framework to enable the environment to go for a private driven telecommunication sector in Nigeria. This is to achieve the global telecommunication network, including the provision of incentives that shall attract investors and experts.

The political environment in Nigeria is now different, it has a democratic Government in place. Therefore the arbitrariness and the inexplicable inconsistency are deemed to belong to the past. Government provides non-fiscal incentives to private investors in addition to a tariff structure that ensures that investors recover their investment over a reasonable period of time, bearing in mind the need for differential tariffs between urban and rural areas. The tariff structure, as approved by the Regulatory Authority, the Nigerian Communications Commission (NCC), also provides adequate cross-subsidy between the profitable trunk and local calls of the urban and non-profitable operation and the rural areas.

Taxes and duties do not exceed those charged on essential electrical goods.

Rebates and tax-relieves are provided for the local manufacturer of telecommunication equipment.

An exemption from taxes of the companies profits is granted for exports of goods from Nigeria, provided that the proceeds are repatriated to Nigeria and used exclusively for purchase of raw materials, plants equipment and spare parts.

All new industrial undertakings, including foreign companies and individuals operating in an Export Processing Zone (EPZ), are allowed full tax exemption for three consecutive years.

As a mean of encouraging industrial technology, companies and other organizations that engage themselves in research and development activities for commercialization enjoy a 70% investment tax credit on their qualifying expenditure.

Dividends distributed by unit in Nigeria are free of tax and no holding tax is deducted from these, since such incomes have already suffered tax in the first instance.

All companies engaged wholly in fabrication of tools, spare parts and simple machinery for local consumption and export enjoy a 25% investment tax credit on their qualifying capital expenditure, while any tax page who purchases locally manufactured plants and machinery are similarly entitled to a 15% investment tax credit on such fixed assets bought for use.

The principal objective of the Export Processing Zone scheme is to exporte the goods and services manufactured or produced within the zone. Calabar, in Cross River State, has been designated as the primary Export Processing Zone territory and the necessary infrastructure has been put in place.

The incentives that come to investors in the designated Export Processing Zone territories include:

· A tax holiday relief.

· Legislative provisions pertaining to taxes, levies, duties and foreign exchange do not apply within Export Processing Zones.

· Repatriation of foreign capital investment in Export Processing Zones at any time with capital appreciation of the investment.

· Unrestricted remittance of profits and dividends earned by foreign investors in Export Processing Zones.

· No import or export licences are required.

· Rent-free land during construction of the factory premises.

· Up to 100% foreign ownership of enterprises in Export Processing Zones.

· Sale of up 20% of production permitted in domestic market.

The Federal Government of Nigeria has also reduced payment of import duties from 25% to 5% on all telecommunication equipment imported into the country for two years, as from August 2001. Government has similarly approved special clearance arrangements to ensure speedy clearance of goods when they arrive in the Nigerian ports. Moreover, in the rural areas, the Government has given licences and frequencies to Private Telephone Operators (PTO) who may wish to operate in the rural areas.

SOMALIA (THE AFRICA TRADE INSURANCE AGENCY)

29 heads of States from Africa and the World Bank have created a new agency called Africa Trade Insurance Agency. The Agency's mandate is to promote African trade within Africa and the world. It also includes attracting investment to African countries without being worried about the risk related factor.

The Africa Trade Insurance Agency will contribute to poverty alleviation through private sector led growth in participating countries by improving access for productive investment and cross border trade. Investment for productive activity in Africa is presently severely constrained by perception of high risks both as individual country and as continent, and telecommunication is no exception.

A more significant element of this perception is associated with risks caused by government behavior and political event, such as war and civil commotion. In many countries, however, the perception is not justified by current circumstances. The same is true of other regions or continents.

The Agency aims to address this problem by bringing 29 countries to initiate the programme, who are willing to address the world markets perception by setting up a credible insurance mechanism against risk caused by political risk. The World Bank will supervise the activity of the Agency. The signatory governments would be the ultimate risk takers in the insurance mechanism, thus strong distinctive to cause claims. However, other countries that have not participated in the initiation ceremony are eligible to become a member.

The areas that are more emphasized by the programme are the telecommunication infrastructures. [Therefore, we encourage BDT/ITU to approach the Agency and find ways and means to work with, for the benefit of many countries of Africa who are handicapped by the perception of being a risk continent].
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