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Introduction

Addressing the potential contributions of wireless communications to the development of an information society in Latin America and the Caribbean is no small task. Like the “two Brazils” of French sociologist Jacques Lambert’s classic 1959 work
, Latin American and Caribbean societies reflect diverse cultural norms and practices that have evolved through the centuries. Our region is culturally complex, geographically diverse, and divided along fissures that strongly challenge the notion that an interrelated set of information-processing tools could evolve into a single “information society” to meet the region’s economic and social needs. In dealing with this dilemma, I am reminded of the advice of my distinguished professor of economic history at the University of Texas, Walt Rostow, whose preferred approach to a complex economic issue was always first to “disaggregate.” In this case, disaggregating may not deny the existence of an eventual single information society, but at least in the intermediate term, it suggests a way of reviewing how these tools can assist broad categories of societal groups advance toward integration into a single information society. Perhaps such a disaggregating is inherent in the conceptualization of this process by the United Nations focus on employing Information and Communications Technologies (ICT) for sustainable economic growth and social development. At least as far this discussion of the contributions of wireless technologies to this dialogue, such a specification is an absolutely necessary starting point. 

A second conceptual hurdle is the diversity of wireless technologies available in the market place. “Wireless” can refer to any technology employing radio signals to deliver content of any kind, and has been with us for nearly one hundred years. It was initially popularized by Guglielmo Marconi’s December 12, 1901 transmission of “wireless” signals, from Poldhu, on the southwest tip of England, to a receiving station at he had constructed at St. John's, Newfoundland. Today, of course, we do not think of listening to the “wireless” or even using the “wireless” to deliver radio messages across great distances. But we do use wireless technology in an increasing number of ways: to open garage door openers, identify high value retails items, to safeguard our home, and to locate high value vehicles. Even when we think of wireless in the more contemporary terms--transmitting voice and data radio signals between persons--we are confronted with multiple technological options.  The mobile telephone of the 1960s has evolved through cellular and digital technologies to the wireless communications devices of today and tomorrow. Fixed wireless broadband systems have recently developed the capabilities to provide fixed telephone service similar in many ways to the fixed “wireline” service that dominated telephony since Bell’s 1876 Invention. 

For the sake of this paper, I shall refer to the category of wireless known as “terrestrial mobile” wireless communications, sometimes referred to by the International Telecommunications Union as “mobile cellular.” This includes the radio access technologies that provide mobile telecommunications today through various analogue and digital radio interfaces. I shall also refer to different “generations” of wireless technologies: the second generation is marked by the dominance of digital voice and low-data rate services, but we are progressing to the third generation. This will be characterized by high data rate services and a greater diversity of mobile appliances or “terminals,” not “just” mobile phones. Much of the industry refers to this third generation as the one marked by the “wireless internet.” 

The continued expansion of wireless communications services, especially to those segments of society historically underserved by the communications infrastructure, requires realistic approaches to overcoming substantial structural, socio-economic, and technological barriers.  As these barriers are overcome, wireless communications will make even greater contributions to moving diverse societal groups towards an information society. Finally, I must emphasize that following are my personal views only, but they also reflect my commitments to the wireless industry and to using this technology for the greater common good. 

II.  The Structural Dimension

Regional Focus of Telecommunications Development

On the surface, it appears that there are clear mandates for vigorous participation by the wireless industry in the further development of an information society in Latin America and the Caribbean. In the concept paper serving as a departure point for this conference, our conference organizers have aptly summarized the extent of public sector consensus to the notion of full regional participation in a global information society. Senior world government officials meeting at the United Nations have expressed their conviction that Information and Communications Technologies (ICT) are “central to the creation of an emerging knowledge-based economy and can play an important role in accelerating growth, in promoting sustainable development and eradicating poverty in developing countries.”
 Senior regional officials, meeting in various recent forums, have equally expressed their desire to integrate the region firmly into the “information and knowledge-based society.” While wireless technology is only occasionally mentioned in this context, “the mobile phone is becoming the most widespread ICT in Latin America,” as correctly pointed out by the organizer of our conference.
 If one assumes a more general acceptance that wireless communications are inherently included in the ICT basket of technologies, then wireless advocates have clear global and regional mandates to identify the specific contributions of this technology to the information society.

This is a marked improvement from the status quo. Regional efforts to stimulate the development of communications technologies in the Americas have limited their activism regarding mobile network development primarily to the coordination of radio frequencies. The Organization of American States formed the Inter-American Telecommunication Commission (CITEL) in 1993 when wireless services were still a novelty in the region. CITEL’s 34 governmental and 200 associate members are dedicated to making “telecommunications a catalyst for the dynamic development of the Americas” by “strengthening of the telecommunication networks and services in the Americas.”
 While their endorsement for liberalizing and privatizing telecommunications services and networks in the region has undoubtedly created important benefits for wireless services, the promotion of wireless services remains a secondary topic discussed in two permanent consultative committees that meet separately. In Permanent Consultative Committee I, “Public Services,” wireless services are discussed only in subcommittees dedicated to both wireless and wireline aspects of “International Roaming, Fraud, and Numbering” or “Standards Coordination.” In Permanent Consultative Committee Three, “Radio frequencies,” mobile services are more prominent, but the primary focus remains the coordinated use of radio spectrum. Delegation chiefs are often chiefs of spectrum regulation for their respective countries, and attempts to coordinate spectrum use in the Americas--certainly a completely necessary and challenging effort in its own right--dominate the agenda and the attention of the delegates. There is no concerted focus within the regional body on the use of wireless technologies to reach broader telecommunications goals

The lack of attention to the potential contributions of wireless is apparent in recent CITEL publications and in the declarations emanating from the Summit of the Americas process. CITEL’s February 2000 compendium on Universal Service in the Americas provides a summary of efforts to promote universal service in the Americas. Of the 34 countries listed, only two--Ecuador and Mexico--indicate specific programs to utilize wireless technologies.
 Three meetings of the chief executives of the American states held from 1994 to this year have produced elaborate action plans calling for the improvement of telecommunications services with little reference to wireless services. At the most recent meeting, in Quebec City, Canada, in April 2001, regional heads of governments called for the “modernization and expansion of telecommunications infrastructure in rural and urban areas through timely introduction of new technology and services.”
  The ten major elements of the Quebec Summit telecommunications action plan do highlight the role of some technologies--such as satellite and Interest based--as important means of meeting broader regional goals, but they make no specific reference to wireless technologies, other than the need for “attention to spectrum management.” The Quebec Summit’s statement on “Connecting the Americas” also makes no reference to wireless technologies, although one can assume that it is included in general statements on the need for strengthening “free and fair competition in all telecommunications services.”
 Similarly, a recent presentation to the Permanent Council of the OAS by a senior CITEL official on “Strategies of CITEL for the Establishment of a Connectivity Agenda,”
 refers to wireless capabilities only through the familiar reference to spectrum strategy. 

Wireless’s potential contributions seem also to have gone unnoticed by national entities looking at the national and regional connectivity needs. Canada’s contribution to “Connecting the Americas” program is the Institute for Connectivity in the Americas, a $20 million grant program to use ICT to meet broad development goals set by the summit process, makes no mention of wireless technology. The Brazilian government’s August 2000 publication of its “Green Book” represented a comprehensive serious effort to review actions needed to stimulate the information society in Brazil “in all its aspects: increasing access, means of connectivity, the formation of human resources, the incentive for research and development, electronic commerce, and the development of new applications.”
 Its five key priority action items highlight on the need to increase Internet usage in Brazil, on leapfrogging stages in the development of electronic commerce, on creating the conditions for innovation, on promoting mechanisms for the export of Brazilian products via electronic commerce, and on promoting the use of the Internet as a work tool. Its discussion of wireless technologies, however, is limited to a review of the implications of a recent decision by the Brazilian regulator concerning spectrum allocation. It also offers an extensive commentary on the difficulties of using Wireless Applications Protocol (WAP) for Internet access, devaluating the notion of Internet access via “cellular” technologies to that of a “fad,” while admitting that the future role of “cellulars” with respect to the Internet is a “captivating global trend.”
 

In sum, it is clear that both the regional international body charged with coordinating telecommunications development in the Americas and many of the administrations themselves have overlooked the potential contributions of wireless technologies to regional telecommunications goals. In doing so, they seem to have ratified an observation by the ITU that when “most governments and regulators only have fixed telephony in mind” when contemplating extending access to telecommunications.
 

Wireless Contributions to Connectivity

 
Despite such perceptions, wireless entrepreneurs and their financial backers have been responding to the mandate of the marketplace to create a “wireless revolution” throughout the region. Wireless cellular technology debuted in the United States in 1983, but it only with telecommunications liberalization and privatization in Latin America and the Caribbean in the 1990s could it begin to satiate the pent-up demand for basic telephone services. The inherent efficiencies of the wireless interface and the innovative abilities of wireless entrepreneurs created a true “revolution in communications” at the citizen level. This expansion occurred through the sale of state-owned wireless companies and the opening of new wireless licenses to private investors using spectrum plans along the North American model. It compensated for historically low levels of investment by monopoly state-owned telephone systems that served largely the urban elite in the region’s major cities. (As late as 1997, applicants for fixed telephone lines in Brazil waited 18 months for service.) From a mere 59,000 subscribers in 1990, wireless service has expanded to nearly 60 million users throughout the region, has surpassed wireline penetration in at least Chile, Mexico, Paraguay, and Venezuela, and is projected to equal wireline penetration throughout the region by 2010, with service to approximately 150 million users, even though wireline penetration is also growing at an extraordinarily rapid pace.
  Wireless has enabled millions of citizens of modest means to benefit from basic telephone services for the very first time while also enabling major efficiencies throughout the business and public sectors.

Looking toward the future: Promoters and Inhibitors of Growth 

The ability of wireless communication to equal, in just two decades, the results of over a century of wireline investment in Latin America and the Caribbean reflects wireless’s five decisive advantages over wireline for developing countries:
 1) Mobile networks can be installed more rapidly than fixed line networks. Only six months after obtaining it license in May 1998, Brazil’s BCP Telecommunications was able to inaugurate its service and was soon serving several hundred thousand clients. 2) Pre-paid cards and a “calling party-pays” regulatory model have allowed customers of even most means and without credit worthiness to acquire phone service. According to studies by international consultants, the effective monthly cost of service to a pre-paid user is often below $10. 3) The private orientation of wireless networks allows them to tap foreign partners for financial and technical resources. 4) Wireless’s mobility and advanced features are just as attractive to users in developing countries as elsewhere in the world marketplace. 5) Mobile networks are generally less expensive to install than fixed networks. Wireless networks thus inherently present the opportunity for leapfrogging over one phase of telecommunications development. 

These advantages will continue to allow second-generation wireless systems in the region to evolve in coverage and capacity, all the while providing a firm basis for an evolutionary transition to third-generation services in specific markets where competition is highest.  As suggested earlier in this century by Austrian economist Joseph A. Schumpeter, and more recently by Harvard professor Clayton Christensen, the entrepreneur and his financial resourcefulness are key drivers of economically successful technological innovation,
 and the same should hold true as the wireless industry ponders how, when, and with what velocity to transition from one generation to the next. 

International entrepreneurs have teamed with local financiers and technical experts to serve as the major engines for wireless development. Wireless entrepreneurs have become the primary intermediaries between the new advanced technological capabilities and market forces, carrying along a host of imitators once they prove the profitability of a new technology. Marconi himself may have set the pattern by combining “the necessary technical knowledge with an understanding of some of the potential commercial applications of radio.”
 They have stimulated growth through major infusions of principally international capital, while domestic capital has played important roles, especially in Mexico and Brazil. The significant amounts of capital required to install a mobile network--$600 million for a national network in a medium sized Latin America country is a common figure--and the complexity of the networks limit sources of capital to companies with strong financial backing and fully developed technical expertise. Six international wireless operators account for the bulk of subscribers in Latin America: América Móvil of Mexico, Telefónica Móviles of Spain, Telecom Italia Mobile of Italy, Bell South International and Verizon of the United States, and Millicom International of Luxembourg.

Table One

Major Mobile Operators in Latin America

Company/Country Base

Majority/minority operator stake

Total subscribers (latest available data)

América Móviles/Mexico

Brazil (Americel, ATL, Telet, Tess), Colombia (Comcel), Ecuador (Conecel), Guatemala (Telgua); Mexico (Telcel Radiomovil) 

15.5 million

Telefónica Móviles/Spain

Argentina (Unifón); Brazil (CRT, Telefónica Celular), Chile (Telefónica Móviles); El Salvador (Telefonica); Guatemala (Telefonica Movistar); Mexico (Bajacel, Cedetel, Movitel, Norcel); Peru (Telefónica Movistar)

10.7 million

Bell South International/United States

Argentina (Movicom); Brazil (BCP); Chile (BellSouth Chile); Ecuador (BellSouth Ecuador); Colombia (BellSouth Colombia); Guatemala (Bell South Guatemala), Nicaragua (Nicacel); Panama (BellSouth Panama); Peru (BellSouth Peru); Uruguay (Movicom); Venezuela (TelCel).

10.2

Telecom Italia Mobile/Italy

Argentina (Telecom Personal); Bolivia (Entel Móvil); Brazil (Maxitel, Telecelular Sur, TIM Nordeste), Chile (Entel PCS; Peru (TIM Peru); Venezuela (Digitel) 

8.7

Verizon/United States

Argentina (CTI); Dominican Republic (Codetel); Mexico (Iusacel); Venezuela (Movilnet)

5.95

Millicom International/Luxembourg

Bolivia (Telecel); Colombia (Celcaribe); El Salvador (Telemóvil); Guatemala (Comcel); Honduras (Comcel); Paraguay (Telecel Paraguay)

1.58

Total subscribers

52.63 million



The environment in which these investors are seeking a return presents major challenges to profitability, especially in rural countries and in those with highly skewed income distribution patterns. The characteristics of mobile wireless transmission favor highly dense urban areas. Mobile base stations provide wireless coverage through a honeycomb pattern of hexagonal cells, each with a radius of 1.8 miles. Coverage radii can be expanded for areas where traffic is less dense, but generally there is a very positive correlation between the amount of geographic area to be covered and the cost of infrastructure. The fewer subscribers per cell site, the higher the cost of providing coverage, and vice versa. Thus, dense urban environments offer the most cost effective environment for the wireless operator and scarcely populated rural environments, especially those away from major transit routes, are the least attractive. Thus, wireless has generally occurred in regions of high urban density and high gross domestic income per capital. According to statistics available from the ITU for total cellular subscribers at the end of 1999, the average urban population concentration for the nine countries in the Latin America with the highest cellular penetration rates was 75 percent. For those nine with the lowest levels of penetration, the average rate of urban concentration was 58 percent. (See Table Two).

 Similarly, the highly disparate income levels within the region have discouraged expansion of wireless systems in poorer countries. Operators prefer to acquire customers in the top three categories of subscribers: A-- able to spend in excess of $78 per month on wireless services; B--able to spend between $31 to $78 per month, and C--able to spend from $11 to $31 per month. The two lower categories--D+--from $5 to $11 per month, and E--less than $5 per month--provide little income. The highly skewed income patterns in the region imply that there are large numbers of potential customers in the D and E markets who could utilize wireless services only if the service were subsidized or nearly free. 

Table Two

Wireless Penetration and Degree of Urban Concentration

Country
Wireless Penetration (1999)
% Urban

Haiti
-
38.1

Honduras
1.2
48.2

Nicaragua
1.4
55.3

Trinidad Tobago
2.05
74.1

Guatemala
3.1
39.4

Jamaica
3.1
56.1

Ecuador
3.1
62.7

Dominican Republic
3.6
60.2

Peru
3.9
72.3

Bolivia
4.9
64.6

El Salvador
6.2
55.2

Colombia
6.5
74.5

Argentina
7
89.6

Costa Rica
7.5
50.4

Mexico
7.8
75.4

Paraguay
8.1
56.1

Panama
8.6
57.6

Brazil
8.95
79.9

Uruguay
9.5
92.6

Venezuela
14.3
87.4

Chile
17.6
85.7

Sources: ITU, Executive Summary, “Americas Telecommunications Indicators 2000,” www.itu.int., p. 22; United Nations Economic Commission for Latin America and the Caribbean, “From Rapid Urbanization to the Consolidation of Human Settlements in Latin America and the Caribbean: A Territorial Perspective, October 2000, www.eclac.cl/publicaciones, p. 9.  

The following figure shows the degree of inequality of income distribution for select countries in the region, where the top 20 percent of the population often controls over 60 percent of the income distribution. 

Figure One

Income Distribution, Select Latin American Countries
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Lower per capital income is an equally strong barrier to wireless adoption. Figure two shows the generally strong correlation between per capita gross domestic income and wireless penetration. Those countries with a per capital income in excess of $3,500, with the exception of Costa Rica,
 all manifest wireless penetration rates in excess of 15 per cent.

Figure Two:

Wireless Penetration and Per Capita Gross Domestic Income, Selected Countries
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Source:  Pyramid Reserach.

Finally, market conditions themselves are presenting new challenges to investors as they seek to sustain growth. Economic downturns in countries where wireless growth had been previously strong, including Argentina, Chile and Colombia, are reducing the attractiveness of new investment. Ongoing devaluations of the Brazilian real are making it more difficult for wireless investors to pay off dollar denominated debt, and Argentine financial crisis has negatively impacted financial markets throughout the region. One major analyst firm has predicted that “Additional pressures will result from vendors being pinched by the current financial markets and the almost certain elimination of handset subsidies.”
 The Chief Financial Officer for Sweden’s L. M. Ericsson, a major vendor in the region, recently noted that his company’s sales been hit by a "quickly worsening situation in Latin America," where he said operators are postponing investments in new capacity. He said Ericsson expects the market conditions in Latin America to persist into the fourth quarter and likely into the new year.
 High levels of dollar-denominated debt have lead to reduced investment ratings and increased the cost of capital.  Major securities firm BBVA recently downgraded the region’s largest mobile carrier, America Moviles, because of “heavy equity income losses” that will “severely depress earnings over the next year at least." As a result, the valuations for America Móviles will “deteriorate meaningfully," in its judgment. Bell South International recently reported that revenue from its wireless investments in Latin America had declined in the third quarter of 2001 by over 6 percent compared to the third quarter 2000, and that it had reduced its capital expenditures by over 18 percent.
 The Argentine subsidiary of Telefonica Moviles registered a 5 percent decrease in revenues and a 31 percent decrease in earnings for the third quarter of 2001 compared with a similar period last year.

New market conditions have tempered forecasts for continued growth in mobile sector. Gone are the halcyon days of the late 1990s, when spectacular growth was the norm. New wireless companies added hundreds of thousands of customers within months of being formed, and one operator—BCP of Sao Paulo—signed up nearly 2 million customers within less than two years of acquiring its concession to operate wireless services. Mexico’s Telcel Radiomovil registered an impressive annual growth rate of 160 percent in 1999. Enormously successful promotions, such as the one held by Rio de Janeiro operator ATL during one day in December 1999 when 100,000 pre-paid subscribers signed up for service, attested to the latent demand still present within the market for wireless services. More recent estimates have been positive, but far less aggressive. One industry analyst company predicted a composite annual growth rate of wireless subscribers of nearly 18 percent for the entire region from 2000 to 2006 early this year.
 Subscriber growth is remaining strong through the third quarter of this year, with one trade association reporting a 38 percent annualized growth rate based upon increase from July through September.  

Moreover, the vast majority of new subscriber growth has consisted of prepaid customers who use their service only sparingly, often depending upon the “calling-party-pays” policy to receive class at no cost while originating only the minimum number of calls necessary to retain service. Most new wireless customers are interested in minimizing their costs of service while maximizing the ability to communicate. Fixed income or low income users may not find it economically attractive to pay increased sums for advanced features, even in situations where they have acquired wireless services by pooling the resources of the extended family. Like those who continue to receive analog services in the United States, where 22 percent of the terminals sold in 1999 were analog devices, these users may be content with a relatively reduced set of features while relying on their wireless phone to provide basic call delivery. While increased fixed line and fixed wireless network capabilities are challenging the growth of fully mobile wireless services within these customer segments, price and mobility advantages may continue to provide unique advantages for fully mobile wireless. Such customers add little to the operators’ bottom line, however.

The economic viability and longevity of second-generation wireless services may also be extended by the proliferation of data applications utilizing data rates below the third generation thresholds. The increasing attention to Short Message Service and to other data solutions involving innovative applications of Cellular Digital Packet Data and Circuit Switched Data shows promise. Especially given the need to test hypotheses about the business case for third-generation data services, some operators see these services as a means of creating demand for more robust data services consistent with third generation network capabilities.  

Finally, wireless operators and those who have provided the financing for this rapid growth of second-generation technologies have a business imperative to amortize their investment in second-generation systems prior to the seeking financing for new systems. Rapid subscriber growth has forced second generation providers to continue to make high investments in building out their systems to provide quality coverage and additional features, such as authentication, that also protect their investment.  Coupled with the significant payments made in some countries by operators to obtain their licenses and their high initial and continuing investments in human capital, this investment in extensive antenna and signaling networks and the accompanying software can only be amortized over several year periods, especially in an era of continually decreasing Average Revenues per User. I am told that 10 to 12 years is not an unusual term to amortize wireless infrastructure.  Given that many operators are even today still making investments in second-generation infrastructure, they will probably seek to extend the longevity of those systems as long as is competitively possible.  

All this will not restrain certain leading entrepreneurs within the industry who will advance into third generation systems because they seek competitive advantage in markets that are highly penetrated by second-generation services. They will quickly seize the business opportunities for more sophisticated “anytime anywhere” services offered by the IMT-2000 technology options. Entrepreneurs are a “particular sociological type of genius . . . who break through the stability of equilibrium with `innovations.’” 
 In general, they lead their firms through painstaking and risk-filled processes to investigate new techniques, experiment with innovations, and assess market potentials employing innovative financial arrangements. In the wireless world of Latin America, they will probably be operators in major metropolitan areas with heavy business users and high indices of roaming who will see the provisioning of third-generation services as a way of distinguishing themselves from their competitors.  Indeed, we are already seeing strong commitments for WAP-capable terminals among major operators in highly competitive metropolitan markets. To deduce from Schumpeter, these entrepreneurs will take advantage of an economic equilibrium created by the plethora of second-generation service providers to seek what he called “monopoly” profits by being the first to implement a new technology. The experiences of the early adopters, as formalized since the late 1950s by discussions of the S-shaped diffusion curve, will set the stage for more widespread adoption during the take-off phase. During this process, widespread learning will take place through trade associations concerning new products and trends in technology, markets and employment.
  

Will third generation wireless technologies drive second-generation services from the marketplace? Building upon Schumpeter’s observations, Clayton Christensen has argued that in some cases the adoption of new technologies has been so thorough that they become “disruptive technologies,” driving companies dedicated to now obsolescent technologies from the marketplace.
 But driving second-generation wireless providers from the marketplace may be easier said than done, partially for the reasons already expressed. Third generation wireless entrepreneurs also face numerous challenges in making their services profitable. One barrier is the general low level of interest in data services among current wireless customers, at least where fixed line coverage is provided on a flat monthly fee. One major wireless provider recently noted privately that only six to eight percent of its customers had expressed an interest in data services, and two researchers recently noted that in the United States, “after many years of promises, mainstream adoption of wireless data has made only limited inroads.”
 Another potential barrier is the increased cost for third-generation spectrum, services and infrastructure, especially if the technology solution adopted requires extensive replacement of existing infrastructure. A Booz-Allen study that developed a preliminary business case for a large UMTS network recently noted that data-based services must amount to at least $100 per user annually to support the business case.
 Within the Latin American context, at least one analyst views strongly different philosophical bases as forging a more pragmatic viewpoint regarding the adoption of new technology.  In this view, Europe’s historic “epistemological optimism” endowed it with an ingrained notion of the progressive mastery over nature. In Latin America, other the other hand, optimism is more pragmatic and voluntaristic because there, “action precedes science and is viewed as an instrument to reconcile clashing interests.”
 This suggests that the Latin American entrepreneur may be less inspired by a personal conviction of the inevitability of progress toward a third (or subsequent) wireless generation, and more motivated by specific market conditions related to his or her business case. Such pragmatism may leave little room for technology decisions based mainly on generational labels while placing emphasis on innovative applications responding to local needs for enhanced data rates within wireless services.  It would also be consistent with the experience in other regions where PCS services have migrated into the cellular bands originally designated for “first generation” wireless services.

Not the least of challenges for both current and new investment is the need for a facilitative regulatory framework. This would include a full understanding by the regulator of the essentials of the new generation’s technology as well as a willingness to let the market experiment with new applications consistent with the general regulatory framework, even if these are not specifically allowed by existing regulation. Aside from an orientation toward fixed line objectives, governments have also hampered wireless growth by applying high rate of taxes to the mobile sector, which is seen by communications and treasury ministries as a source of subsidy for other most costly forms of communications. Wireless operators have paid $10 billion in fees to acquire spectrum licenses in Latin America since the wireless revolution began in 1990 and are faced with constantly rising taxes and regulatory barriers.
 One estimate places the tax burden on wireless operators in Argentina at 50 percent of revenue, and the Guatemalan government recently raised the tax on wireless calls from 12 to 15 cents of a Quetzal per minute, an action characterized as “an economic blow to many persons who need to utilize wireless phones not for recreation, but for “vital needs.”
 

III. Moving Forward: Building a new environment for mobile services. 

In the face of the need for profitability, lower levels of urban concentration in some countries, highly skewed income patterns, and lower per capita incomes and declining market conditions, the continued growth of mobile communications to serve national needs is far from guaranteed.  The very definition of universal service (the “availability, non-discriminatory access and widespread affordability of telephone service”) seems to be appropriate benchmark for the mobile service that would be truly national, meeting both the needs of the operator for profitability as well as each nation’s socio-economic necessities. Wireless communications can meet these needs and support the creation of an information society in Latin America through a variety of steps that would serve as the basis for a new public-private partnership dedicated to a wireless contribution to the information society. 

These steps could include, but not be necessarily limited to: 

1. Reorienting regional institutions to take full advantage of the abilities of wireless communications to support the meeting of universal service goals. The institution of a wireless public services working group within the Inter-American Telecommunications Commission to seeks ways through which wireless communications can contribute to the connectivity agenda and other major initiatives would allow administrations to take full advantage of wireless’s unique capabilities and cost-effectiveness. Included in its agenda would be an educational seminar on future licensing arrangements within the region that would review the relative merit of auction versus comparative awards of new spectrum licenses.  

2.   Seeking a regional consensus through the Inter-American Telecommunications Commission to adopt a non-discriminatory approach toward wireless communications in the region, placing it on an equal status with wireline companies and allowing it to receive benefits from universal services funds to subsidize service where market conditions prevent profitability, such as in marginal urban or rural areas.  

3. Reaffirming the balanced nature of the public-private partnership that kindled the region’s wireless revolution. Continuing the wireless revolution requires an effective spirit of public/private Partnership. Continuing close cooperation and open dialogue between public and private sectors are essential to advancing wireless services in an age of rapidly evolving technology and global market dynamics. Regulators with an open door to dialogue with operators and operator-led associations will be able to differentiate better between what is technically feasible and economically viable.

4. Allowing for non-discriminatory access to additional spectrum for

Incumbent operators on equal terms with potential new investors.  The wireless operators that pioneered the expansion of wireless services are seeking access to adequate amounts of additional spectrum. New spectrum will allow expanded voice and low-rate data services through enhanced second-generation technology as well as the high-rate data services available from Third Generation (3G) technologies such as Enhanced Data rates for Global Evolution (EDGE) and Universal Mobile Telephone Service (UMTS). The success of incumbent operators has been at the heart of the wireless revolution in the region. Nevertheless, the terms of the release of new spectrum in several countries specifically excludes incumbent operators from the right to compete for new spectrum or places onerous terms on the acquisition of new spectrum [Colombia, Brazil]. These terms have included, for example, the requirement to exchange rights obtained through concessions acquired through open bidding for authorizations of uncertain duration with less access to the wireless customer [Brazil]. They also have envisioned allocation of new spectrum in bands incompatible with the band plans adopted by the vast majority of the nations in the region that allow for dual-band (850 MHz-1900MHz) operation using terminals and infrastructure readily available in the market. [Venezuela] Finally, 5 X 2 MHz of additional spectrum is just not enough, regardless of the spectrum band designated. To provide new and expanded services on an economically sound basis, operators need 10 X 2 MHz of paired spectrum. [Brazil]

5. Allowing for access to additional spectrum on a technology-neutral basis. The economically sound expansion of wireless services can be seriously limited by the government specification of the technology acceptable for new wireless licenses or by unnecessarily limiting the availability of new spectrum to bands that can be accessed by only one technology. Potential investors carefully evaluate the relative benefits of each technology given a variety of factors, including the relative assets of each technology. To pre-empt that process by specifying only one technological distorts that process and could lead to less efficient service plans with higher costs for subscribers and consequently less access for potential new subscribers and subscribers seeking higher levels of service. 

6. Promoting the coordinated designation of additional wireless spectrum throughout Region 2 (the Americas). The long road to the selection of the IMT-2000 family of technologies also identified multiple bands where those technologies could be implemented.  We are now faced with the potential deployment of advance services in five bands. To gain the maximum efficiency from the use of new spectrum within our region, where every country has its most intensive economic, political and social ties, and where virtually all nations committed to creating the Free Trade area of the Americas by 2005, we need to narrow down that list of spectrum bands to a select few. Intense discussions within the Inter-American Telecommunications Commission  (CITEL) are making progress, but there are major roadblocks, including within the United States, to the designation of additional common spectrum. As regulators, we need to promote a more aggressive approach to agreeing upon common spectrum that will set the parameters for the successful introduction of new technologies in the marketplace. 


7. Promoting higher levels of cooperation on international roaming and fraud prevention. International roaming is an inherent capability of digital wireless technology and provides the highest levels of service to the mobile customer, whether a business or leisure traveler.  The technical parameters to promote roaming are in place. For ANSI-41-based systems, the International Forum on ANSI-41 Technology (IFAST) facilitates intentional roaming. Common technical and operational specifications for roaming among TDMA operators are available. On a global level, the GSM Global Roaming Forum, an organization of the GSM Association, is aggressively promoting inter-standard roaming worldwide, regardless of the technology standard of the user. However, in some cases national legal frameworks have not kept pace with the business issues arising from international roaming. Regulators can take a proactive stance to encourage revisions in legislation or regulation to address these issues. They should encourage effective regulation that will allow the prompt settlement of legitimate debts accrued from one operator to the other. Consistent with the resolution recently approved at last month’s meeting of CITEL’s Permanent Consultation Committee I, they should encourage the development of legal and regulatory means to identify and make punishable wireless fraud and to allow the operators the freedom to take immediate action when they detect wireless fraud, including the termination of service. 

IV. Summary

Wireless communications in Latin America has made signficnat progress in moving major segments of society toward a true information society. Elite urban dwellers first recognized its unique qualities facilitative tools for business and personal communiaitons. With callying party pays and pre-paid calling, wireless solutions are reaching out to nearly 15 percent of the region’s population. However, vast elements of the region’s citizens remain without the most basic tool for insertion into the information society: the telephone. Their plight should force international visionaries to seek ways to enhance tjheir access to modern communications even while they recognize that major advances in wireless communications will soon allow them to obtain internet connectivity. The wireless enabler of the information society is real, is available, and will become even more relevant with technological progress and a more focused and visionary regulatory environment. 
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