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Abstract

There is an oft-cited relationship at the macroectin level between both the spread of
telecommunications technology and investment inrimftion and telecommunication technology on
the one hand, and growth on the other hand, edlyepraductivity growth. The size of this effect,

however, typically varies widely across countriad aver time.

This paper pries further into this relationship &yamining the relative roles of investment by
different actors and by looking within countriesultihationals have had a particularly importanterol
in carrying out investment in telecommunicationd_atin America, following the privatization and
liberalization processes. Technological evolutamg especially the mobile revolution has also playe
a major role, not only in increasing entry, butoala giving opportunities for more democratic

patterns of penetration across income groups.

Moreover, the paper examines inequality in acces®lephony across countries based on quintile
access rates from micro-data. While aggregate abivitg gaps have been reduced coinciding with
increased investment by private foreign actorsrethhemain substantial internal gaps in access to
service within countries and across income groWghile there is a strong relationship between
aggregate telephone density and inequality, hcibinvestment patterns and market concentration
are only weakly related to observed inequality. iR&gpn and access promotion policies have a key

role to play in ensuring wide access to telecomgations services.

With a comparative perspective and a special famusLatin America, this paper examines the
contribution of the private sector in the telecomination industry to the improvements in
telecommunication quantity and quality indicatorsl do the extension of the benefits to the wider

population.



1. Introduction

Since the early 1990s, foreign direct investmemI)Fhas increased rapidly all over the world. In
Latin America, the 1990s were a period of significBDI inflows, led by OECD-based multinational
corporate investments in newly privatised or lilieesl sectors in the region.

The telecommunications sector lies at the inteisedf patterns of inward and outward FDI in Latin
America. Two multinationals dominate FDI in the teec Spain’s Telefénica and Mexico's Carso
group. The former came into the region riding thevev of privatisations in the 1990s. The latter,
owner of Telmex and América Movil, moved, in litheore than five years, from being a national
monopoly to becoming a major regional player.

The performance of the telecommunications sectaiss important because of its implications for
aggregate economic performance in Latin Americded@nmunications services are a key means of
information transmission. As such, not only does thllout of telecommunications infrastructure
profoundly change the way business is done, itl@gotential to significantly improve the efficign

of markets as the cost of obtaining informationraslically lowered, and thus also to contribute
sizeably to economic growth and development. Mogeothese benefits for the economy as a whole
display increasing returns, so that as service rag@approaches universality, the benefits increase
more than proportionately (Réller and Waverman, 1200/avermanet al, 2005). The degree of
people’s and firms’ access to telecommunicationgi@es is therefore crucial.

This paper analyses the factors that have drivewblution of telecommunications service coverage,
and measures the sector’s progress both in terrogeséll coverage and in terms of providing access
to different segments of the population. Section d2scribes investment patterns in
telecommunications and the strategies that undengim. Section 3 summarises the performance of
the region in increasing density and presents a imelicator for inequality in access to service.
Section 4 assesses the drivers of that perform&wsm#ion 5 concludes.

2. Investment in Public Services and Multinationals; The Case of Telecommunications

Infrastructure plays a key role in economic develept. By way of illustration, if the countries in
Latin America with the largest gaps in infrastruetalevelopment — Bolivia, Guatemala, Honduras,
Nicaragua and Peru — caught up with the regionatlde Costa Rica, their long-term growth
performance is predicted to speed up by at lepst&ntage points and their income Gini coeffigent
(a common measure of income inequality) to drop Isjgnificant 8 to 10 percentage points (Calderén
and Servén, 2004).

Telecommunications are a particularly importantt gdira country’s infrastructure. Not only do they
open doors to new information and business oppitiégnand shape how firms do business. They can
deeply affect economic and political life as a vehobecause information and communications
technology (ICT) influences the transmission ofomfation for all kinds of purposes. ICT
development has been shown to be associated wittr levels of corruption, for example, as well as
with lower inequality (Bandyopadhyay, 2006).

The telecommunications sector has been, since #iy €990s, witness to the increasing
internationalisation of Latin American economieBl Hows to Latin America increased dramatically
throughout the 1990s, in conjunction with widesgdrgaivatisation in the region, from less than

! Bandyopadhyay (2006) finds inequality to be nagdyi related to ICT development for her whole saaripilt
positively for the developing country sample, sigjimg a non-linear relationship



$10 billion in 1990 to a record $89 billion in 1998veraging $39 billion a year for the decade).
Despite a notable fall in the early 2000s, the ahflow rose again in the middle of the decade to
around $70 billion. Still, Latin America’s share gliobal FDI flows, at 8 per cent in 2006, remains
well below the 14 per cent peak reached durindl8¥)s and again in 1997.

Not only that, the increasingly rapid pace of inagronalisation of a relatively small number of ibat
America enterprises has given rise to a major aggen outward FDI from Latin American countries,
a pattern that has also affected the telecommuoinsatndustry, through the rise of sister companies
América Movil and Telmex. Indeed, the telecommuti@ces sector provides a particularly important
example of the recent wave of developed-countrytimatlonal corporate investment in the region
together with the rise of Latin American multinai#ds, and their interaction.

Like other key areas of infrastructure, the telesmmications sector requires substantial capital
investment. Amongst developing regions, Latin Arceffias been at the forefront in allowing private
capital into its telecommunications industry. Faliog the path opened by Chile in 1987, other
countries, including Jamaica (1989), Argentina (%nd Mexico (1990), privatised their incumbent
operators. These privatisations brought in subsiaatounts of private capital — the privatisatain
Brazil's Telebras system alone raised $34 billion1998, for example. In the majority of cases
privatisation was also an avenue for foreign chpdaenter the industry. Of course, such has not
always been the case, as in Mexico — where regylaegstrictions on FDI in the sector have prevented
entry, and foreign participation remains limitedd® per cent outside of mobile telephony — and in a
few cousnztries, notably Ecuador and Paraguay, whiahe failed to secure the interest of private
investors:

With ICT greatly facilitating the internationalisan of firms and economies, companies that supply
ICT services face significant potential gains fromernationalising their activity. The very drivé o
telecommunications enterprises to become globalepta accompanied in the last five years by a
process of consolidation in the ICT industry, hagurn given rise to a battle for supremacy in the
Latin American telecommunications industry.

Privatisation, Multinationals and FDI in Telecommuitations

Between 1990 and 2003, FDI in the telecommunicats®ctor in Latin America amounted to
$109.8 billion, well above that in any other deyeétg region; the lion’s share (70 per cent) of this
amount is the result of privatisation transacti@@sislain and Qiang, 2006). Despite a slowdown
since the beginning of 2000s, FDI in the sectdrathounted to $909 million in 2004 and
$870 million in 2005, But the objectives of FDI in the sector have cleh@Vhile consolidation has
driven a series of corporate mergers and acquisition the one hand, mobile telephony accounts for
more than half of FDI in the sector since 2000, tredrise of mobile telephony has led to a growing
share of greenfield investments, on the other.

Indeed, the telecommunications sector has withasseglased internationalisation and
consolidation worldwide since the early 1990s, batin America is no exception to the rule. A
number of foreign investors, including Spain’s Téteca, entered Latin America with the
privatisations of the land-line incumbents durihg 1990s. Despite difficult financing conditions
after the burst of the dot com bubble in 2000,ltinge expenses incurred in purchasing third
generation licenses and devaluations in BrazilAmgntina, the rise in demand from 1995 to 2005

% See Rozas Balbontin (2005) for a detailed pretientaf successes and failures in privatisation.

¥ OECD Development Centre (2007); based on World kB&PI Project Database, 2005 update,
http://ppi.worldbank.org/, accessed 23 March 2007



for telecommunications services, especially mafglecommunications, kept private enterprises in the
game. At the same time, the region witnessed augitgmtocess of consolidation, led by Telefénica in
2000 and followed by the growth of América MéviaTelmex spin-off operating in the mobile
segment — from 2002 to 2005. Reinforcing this trérelmex, the privatised Mexican land-line
incumbent, invested $4 750 million between 2003 20@b to compete with Telefonica in the land-
line and data-transmission markets.

Table 1.Main Telecommunications Operatorsin Latin America (March 2007)

in thousands of serviced lines

Telefénica America Movil Telmex Telecom ltalia Millicom

Land lines 23810 2913 20374 5173 --
Mobile customers* 85 637 122 434 -- 38656 10438
-- of which
Mexico 9 320 44 946 18 284 0 0
Central America 4042 9231 0 0 5917
Brazil 41 064 24608 2068 26 300 0
Argentina 16 441 10 927 n/a 13 426 0
South America 96 085 71170 n/a 56 109 4521
Total 109 447 125347 20 374" 43829 10438

Notes * including fixed mobile; n/a. not available ;re operations ; + total of available data.
Source OECD Development Centre (2007); based on enterpeserts for first quarter 2007, complemented tyutator
Web sites.

Latin Sisters? The Internationalisation of Teleféoa, Telmex and América Movil

Telefénica and Telmex — together with América MpViélmex’'s mobile-telephony spin-off —
compete for supremacy in the telecommunicationssat nearly all of Latin America (see Figure 1).
Brazil and Central America are exceptions, in frelecom ltalia, Deutsche Telecom and France
Telecom are also important players in the formed, athird player, Millicont,is strongly present in
the latter.

The processes by which the two leading multinaterane from each side of the Atlantic— have
come to dominate telecommunications in Latin Anmeegghibit important similarities. Both firms
were built into national champions when they wetegtised under the shadow of increasing
international competition, and both successfultgiinationalised to fend off that competition when
their home markets were opened to foreign enterpriSince most countries regulate most branches
of the telecommunications sector, the firms’ apitt deal with public authorities and the
telecommunications regulator in different countigekey to understanding their successful
internationalisation. Indeed, while operators igulated industries, like most other investors, gréd
operate in politically stable countries, they a@enlikely than many other investors to enter cdaat

* M.I.C. (Millicom International Cellular) is incograted in Luxemburg and has operations in Centrél$outh
America, Africa and Asia.



where government has discretionary power and cams$tance, alter regulations or grant licences
(Garcia-Canal and Guillén, 2005).

Figure 1 Latin America, Main Telecommunications Operators
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[] Telefénica
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Source OECD Development Centre (2007); based on operadgoraial reports and regulator Web sites data.

In the early 1990s, when the first wave of privaiien and liberalisation started in Latin America,
two strategies were available to new entrantsémstittor. One was to enter less regulated segments
typically business and data-transfer services tardiesser degree mobile telephony — in order to
avoid the pressures and costs associated withatsgul Another strategy was to bid for the
incumbent operator to benefit from the existingasfructure and often monopoly power in the local
distribution loop. Telefénica was amongst the fiitmat opted for acquiring the incumbent, taking
advantage of its knowledge of regulated marketsitgrability to exploit existing infrastructure and
inherited market position. In Mexico, Telmex, whaivatised, developed a similar strategy, albeit
initially within its own borders.

Both multinationals’ strategy of acquiring the ingoent in their overseas investments originated
in their home country’s decision to create a natidelecommunications champion. Spain and
Mexico, when privatising their state telecommunimas monopolies, created the conditions for the
newly privatised companies, Telefonica and Telnexecome such champions. Argentina, Chile and
Brazil, for example, purposefully forwent that pibdgty. But it was a clearly stated strategy intfo



Spain and Mexico. Indeed, in privatising Telmex,Xide required bidding consortia to have a
Mexican majority. Nor was creating a national champwithout costs: in 1996, Telefénica’s bid in
the privatisation of the Panamanian incumbent, INTWas rejected because the Spanish
administration still owned a controlling stake e tcompany.

Both Telmex and Telefonica thus relied on safe dsiimenarkets to launch their international
expansion. The Spanish land-line market was lisdlin 1996, after Telefonica had been prepared
for competition by gradually rebalancing user farifuring the first half of the decade while
maintaining a pricing policy that was favourabldahe former public operator. In Mexico, the market
was formally liberalised in 1995, five years aftiee privatisation of Telmex, but licenses for local
service were not granted until 1998. Even todayetmeer, market conditions, over which a weak
regulator (COFETEL) has little control, contribtteMexico’s continued high prices for
telecommunications services — notwithstanding sutistl falls in the price of telephony in recent
years — compared with those of other OECD counteggecially for small and medium enterprises
(OECD, 2004, 2005, 2007).

Other countries in the region, as noted earliegfgored to spur competition in the industry from
the start of privatisation, counting on competitamongst world-class operators to modernise the
sector. Brazil's choice of establishing a competitinarket by licensing regional duopolies has also
contributed — especially because Brazil is thear@gibiggest market — to spurring the expansion of
both América Mévil and Telefénica in the regioneawhole, and made Brazil the frontline in the
battle for regional supremacy.

With a strong foothold in their home markets, bodtimex and Telefénica looked abroad to
expand their customer base. In an industry whosdcss are essentially not tradable across borders
due to regulation, and where brand recognitiongkayimportant role and technological edge can be
decisive, the leading competitors’ search for austis leads them to pursue market-seeking “multi-
domestic” multinational investment strategies.

Despite the advantage of their relatively safe haraekets, however, neither Telefénica nor
América Mavil initially took up the regional battedone. Both began their foreign acquisitions with
other partners. Telefonica initially bid for priiggd firms (TeleSP, Telefénica Argentina, and
Telefénica Peru) in consortia, and in 2000 Améhittvil set up a joint venture with Bell Canada and
SBC to form Telecom Américas. But by 2000, Telefdrihad bought off its partners through 11
simultaneous takeover bids in what came to be kresv@peracion Verdnica And in 2002,

América Movil bought out its partners in Telecom éncas in order to restructure the corporation.
América Movil's positive experience was also ingtental in Telmex’s February 2004 decision to
purchase AT&T’s assets in the region, which gayeesence in the largest markets (Argentina,
Brazil, Chile, Colombia and Peru).

Both multinationals have thus relied on their knesige of regulated economies, on safe home
markets at least initially, and on their knowleadé¢he region. However, the two competitors differ
terms of structure, which gives rise to importaiffedences in their strategies. Telefonica, whii# s
under the control of the Spanish administratiomaoeits internationalisation in conjunction witketh
opening of the European market, which limited ttnategic viability of a monopolistic organisation.
Telmex’s internationalisation, in contrast, starééght years after its privatisation, when the home
market had been substantially strengthened.

Telmex’s and América Movil's internationalisatioragvalso less gradual than Telefénica’s, due
both to strategy and to circumstance. It startel®®9, coinciding with the Argentine crisis andrag
of difficulty for the international telecommunicafis sector, when a number of operators were
seeking to sell their non-strategic Latin Amerieasets. Telmex and América Mévil have also gone

® A 21 per cent share was sold in the market in 188¥ Spanish administration keeping a “golden ehtirat
was expected to expire in 2007 and was finallyighet at the end of 2005.



into markets that are geographically and culturelbse to their Mexican home economy, and shown
an ability to acquire key assets at very reasonatides: Telmex took control of Embratel (then a
Brazilian long-distance carrier) in 2004 by buyifmy, $400 million, the shares owned by MCI, for
which the latter had paid $2.3 billion at the tiofeprivatisation in 1998 — then spent a further

$271 million in subsequent years to achieve comvelr 90 per cent of voting shares. América
Movil's and Telmex’s quick internationalisation aleeflects their reaction to Telefénica’s increased
presence in the region, and the potential threanstituted in their home market (Graham, 1998). |
the five years to 2004, América Mévil and Telmengibecame large regional playérs.

Telefénica and its Mexican competitors also difemewhat in their treatment of mobile
telecommunications. Whereas Telefénica now manig@sobile business as an integral part of the
company, América Mévil (then Telcel) was spun off from Telmin 2001. Although Telmex and
América Movil have common ownership, América MGvds made operationally separate due in part
to regulatory concerns, and in part as a meanspzrating the higher risk involved in the
international expansion of mobile operations. The énterprises then followed different strategies,
with América Mévil betting strongly on internatidisation, especially in mobile telephony — but also
purchasing land-line assets in Central Americad-Eglmex originally focusing on its domestic
market.

The Spanish and Mexican multinationals’ differemategies also reflect substantially different
corporate cultures (Mariscal and Rivera, 2005)efglica has major institutional investors (incluglin
BBVA, La Caixa, Chase Manhattan, Bank&Co and Citljaand focuses on telecommunications. In
contrast Carso Global Telecom, which controls Bahmex and América Mavil, is part of a family-
owned holding company that has businesses in miduey sectors as well — including retail
distribution, financial services, etc. These difares have a great impact on the corporations’
strategies: a flatter hierarchical structure arehtgr liquidity have allowed the Mexican corporasio
to be agile and aggressive in their acquisitiortsjenT elefénica’s long history as a
telecommunications leader has given it specifioladge advantages over time. Its mastery of both
analogue and digital technology gave it an edge ibsy&).S. competitors in the privatisations of the
1990s, and technology has consistently been anrtamgacompetitive asset. For example, ADSL
service was launched in Sdo Paulo by TeleSP (p#nedrelefénica group) in 1999, even before it
was launched in some European countries (Blancodez, 2002).

3. The Performance of the Telecommunications Sector in Latin America

Latin Americans do not have a positive perceptibthe privatisation of public utilities in their
region. According to 2005 survey data (Latinobarttme2005), only one-third of the region’s
population is satisfied with it. These opinion datandle together the privatisation of water and
electricity, where the entry of foreign private taphas often been more controversial, as well as
telecommunications, where privatisation and liieetion were widely preceded or accompanied by a
rebalancing of user tariffs. Whereas previouslyywestly long-distance calls often “paid for”
extremely low-cost local calls and the sector’sasfructure, operators moved to eliminate thisssros
subsidisation, thereby raising the cost of teleghsarvices for those who make less use of
international services, and hurting the poorer sagmof the population.

® A similar pattern of accelerated internationalmatof latecomer multinationals from emerging maskkas
also been noted in other sectors, such as the \gbdds sector (Bonaglia, Goldstein and Mathews,
2007), although the strategies differ between naatufing and services sectors.

" Telefénica’s mobile business was floated indepatigén 2000 and reintegrated in 2006. Since mi@&0
Telefénica is organised by regional divisions (T@héca Espafia, Telefonica O2 and Telefénica
Latinoamérica).



The performance of Latin America’s telecommunicagigector has nevertheless been exemplary
since privatisation started in the late 1980s im#eof increased aggregate availability and quality
services. The most commonly used aggregate indiochfarogress in telecommunications is
telephone density (or teledensity) in lines per i®@bitants. Given the substitutability of landlan
mobile lines for voice communications (OECD, 200 sum of the two is taken as a measure of
access to private telephone lines. Telephone gessituseful indicator of the connectivity gapass
countries (though only a very rough indicator ofi@dgy of access within countries, other than in
countries that are close to universal service)l& alpresents the evolution of telephone density fo
the countries in the region since 1990. On averthgeregion has gone from single-digit density to
serving the majority of the population in 15 yeaatching up and surpassing the world average.

Table 2.Telephone Density in Latin America

telephone lines (mobile and fixed lines) per 10@alitants

1990 1995 2000 ... 2005

Argentina 9 17 39 82
Bolivia 3 3 13 33
Brazil 6 9 31 68
Chile 7 14 44 90
Colombia 7 11 22 65
Costa Rica 10 15 29 58
Cuba 3 3 4 9
Dominican Rep. 5 8 20 51
Ecuador 5 7 13 60
El Salvador 2 5 22 49
Guatemala 2 3 13 46
Honduras 2 3 7 25
Mexico 7 10 27 62
Nicaragua 1 2 5 23
Panama 9 12 30 56
Paraguay 3 4 20 36
Peru 3 5 12 28
Uruguay 14 21 42 66
Venezuela 8 13 33 60
Latin America & 6 10 27 61
Caribbean

OECD Average 40 52 97 127
World Average 10 14 28 54

Source:OECD Development Centre (2007); based on Interndtibelacommunication Union (ITU) (2006) data.

The performance is also good relative to otheromreg)i Figure 2 shows that in terms of telephone
density, while Latin America remains in third pasit— after the industrialised countries (not shown
in the figure, much above all other regions) anst&a Europe and Central Asia — in 1990 it was
lagging well behind the world average, and caughnt2001.

Latin America’s aggregate success in catching up thie world average in telephone density
hides a diverse picture amongst countries in thone Chile and Argentina are far ahead, with 99 an
82 telephone lines per 100 inhabitants, respegti@h the other hand, two countries, Haiti and Cuba
have yet to experience take-off in telephone acardwuptake, while the poorest Central American
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and Andean countries have only recently started tdagching-up phase: in Ecuador, for instance,
annual growth in teledensity accelerated from ada®® per cent in the early 2000s to 53 per cent in

— — — Eastern Europe &
Central Asia

Latin America &
Caribbean

East Asia & Pacific

2005.
Figure 2.Telephone Density in Developing Regions
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Source:OECD Development Centre (2007); based on ITU (200@)World Bank (2006b) data.

The difference in performance across countrieslaed to differences in aggregate economic
performance: as much as 80 per cent of the vaniatitelephone density across countries can be
attributed to variation in GDP per capita. Thidistacal correlation does not mean that the
connectivity gap across countries will necessdréyclosed by convergence in per capita income
levels, however, or that such convergence is nacg$s close the connectivity gap. Indeed, the
relationship across countries between telephonegegedensity and GDP per capita has substantially
evolved over time, as more developed markets reaehed saturation levels and middle-income
countries have extended service more quickly thamldvhave been predicted by income growth
alone (Figure 3). While this relationship betweeledensity and per capita income was essentially
linear until 1995, by 2005, that linearity had gipaared — a disappearance that is consistent, among
other interpretations, with threshold effects itwak extension. The relationship between income
levels and teledensity has limits, in other wotmgth in terms of its causal interpretation, anteims

of the degree to which it can be used to inferqgyalecommendations.
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Figure 3Income Per Capita and Telephone Density: An Evolving Relationship

GDP per capita (PPP, in constant 2000 $) and tetepbensity (lines per 100 inhabitants)
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Note: The solid line is a non-parametric smoother basedata from all available countries at each date.
Source:OECD Development Centre (2007); based on ITU (2066)World Bank (2006) data.

Figure 4 attempts to account for both the effed&DP per capita and the evolution of the
changing relationship between per capita incometelegphone density. Country-level results are
presented for 1995, 2000 and 2005, with each gshptving the deviation of each country’s actual
telephone density from the value predicted by thentry’'s GDP per capita. Negative figures mean

11



that a country is below the teledensity expectethfits level of income, positive figures mean that
the country’s teledensity is above the expectedifev

In 1995, almost every country in the region exleidia substantial lag in density of telephone
services relative to the level its per capita ineamould predict. The only exceptions were Belizes o
of the pioneers in the privatisation process, angguUay, which maintained the incumbent public
operator; other early privatisers, including Argeat Guyana, Mexico and Venezuela, had not yet
achieved significantly better results. Five yeatsi the picture was brighter. Chile, one of thstfi
countries to liberalise the market, had more trarghbt up with the level of connectivity predicted b
its level of income, and Brazil had also reducesdtiference between actual and predicted
connectivity. In both countries, foreign operatpiayed a leading role.

Figure 4. Telephone Density and Per Capita GDP (1995, 2000 and 2005)

deviations from non-parametric prediction of telepé penetration based on GDP

1995
Argentina i 1 i i ARG ARG
Belize| 1 | o BLZ BLZ
Bolivia| | | o BOL BOL
Brazil b b BRA BRA
Chile| 1 | Co CHL CHL
Colombia| | ! L coL coL
Costa Rica i i i i CRI CRI
Dominican Rep. b b DOM DOM
Ecuador| | | b ECU ECU
Guatemala 1 1 1 1 GTM GTM
Honduras i i i i HND HND
Haii| | | o HTI HTI
Mexico b b MEX MEX
Nicaragua 1 1 1 1 NIC NIC
Panama| | | o PAN PAN
Peru| | ! o PER PER
Paraguay b b PRY PRY
ElSalvador| 1 | Co SLvV SLvV
Uruguay i i i i URY URY
Venezuela ! ! ! ! VEN VEN
-30-20-10 0 10 20 30 -30-20-10 0 10 20 30 -30-20-10 0 10 20 30

Deviation from predicted telephone density (in telephone lines per 100 inhabitants)

Note:Data for Haiti, 2005, are actually from 2004.
Source:OECD Development Centre (2007); based on ITU (2066)World Bank (2006) data.

8 . The actual model fitted is a non-parametric lssvemoother of telephone density over GDP peraapiPP
terms. The results are broadly unchanged if a patrésrapproach is used by applying the best-fitting
Box-Cox transformation to per capita GDP for eaehry
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Yet the latest data (2005) still present a mixedype for the region. While several countries that
privatised their incumbent telephone provider perfavell, even when accounting for the rise in
income levels (Brazil, Chile, El Salvador and Guadéa all exhibit more connectivity than expected),
others, including Argentina, Mexico and Nicaragwhich have also privatised their incumbent
operator, are behind their expected levels of catmviy. The remarkable case of Ecuador, which is
clearly outperforming its peers both within and dray the region, came about through a doubling of
mobile subscribers in 2005 — probably the resuibtense competition between the two major
players, Telefénica’s Movistar and América MoviPsrta, spurred by the entry in 2003 and rapid
expansion in coverage of a third mobile operatdegro.

Despite good aggregate performance, the degrefitihhe poor have benefited from the
region’s increased access to telecommunicatiories/greatly across countries. Figure 5 displays
both the gap in rates of access to telephone ssretween the highest and lowest income quintiles
(the absolute access gap), and the size of thisajafive to the proportion of individuals with
telephone services in the highest income quintiie felative gapj.The table in the Annex gives
these inequality indicators for all countries ie tlegion for which they are available. Very high
relative access gaps, such as those found in Bplimiatemala, Haiti, Nicaragua and Peru, reflect
very low telephone connectivity amongst the poahwse countries. While both the relative and the
absolute gaps therefore depend on the total Idvamectivity, substantial differences exist asros
countries with comparable average levels of corvigctFor example, in the six countries that have
telephone densities between 57 and 65, the relativess gap ranges from 0.48 (Costa Rica) to 0.79
(Colombia and Ecuador).

Figure 5.Access Gap in Telephony for Selected Latin American Countries

latest data available

=== Absolute Access gap

Relative Access gap
EEm T elephone concentration index —&— Total Telephone Density (right axis)

Chile  Argentina*+  Brazil Mexico Ecuador Costa Rica Guatdmn Peru Nicaragua

Note + Urban areas only.
Source OECD Development Centre (2007); based on SEDLACTR@ata except *, based on IADB (2007) data.

° The relative gap is (Q5-Q1)/Q5 where Qi is thepprtion of individuals in income quintile i with eess to a
telephone. This measure is therefore between Gefgeequality) and 1 (if no one in the lowest
quintile has a telephone).
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Figure 5 also displays the telephone concentratidex. While both the absolute and the relative
access gaps measure the differences in accessapettvechighest and lowest income quintiles, the
telephone concentration index also reflects thesraf access to telephone service in intermediate
income quintiles?® As in the case of the two access-gap measuréghartielephone concentration
index corresponds to higher inequality in accespoltantly, the data in Figure 5reveal an inverse
correlation between the concentration index aral ttensity, which suggests that as telephone densit
increases, households in the poor (but not thegstpsegments of a country’s population gain access

These measures of telephone access inequalitpmehpusehold data and are based on
telephone-lin@wnership rather than access strictly speaking. While it lsa argued that having
access to one’s own telephone line is a qualitathgrovement over public access, the main avenue
for the poor to gain access to telephone and atfi@mation technology services is often through
public pay-phones or communal-access telecentr@s @n the density of public pay-phone networks
(table in Annex) show significant differences ewvgthin the group of countries with the most
unequal access. Thus, while Peru and Nicaragudiésimnilar relative access gaps, of close to 1
(Figure 5), Peru boasts 5.42 pay-phones for evé@§0linhabitants to Nicaragua’s mere 1.27, and
Bolivia’s 1.75.

Although access gaps are generally high, relaticess gaps exhibit a decreasing trend in almost
every country for which a long enough data sengst® Brazil provides an important illustration:
until 1997, the country’s relative access gap wghdr than 0.9 — similar to those found in the most
unequal countries in Latin America today — but B2 it had fallen significantly, to 0.6, thanksatio
increase in the access rate of the poorest quindihe 5 telephones per 100 persons to more than 30.

4. Explaining the perfor mance of the telecommunication sector in Latin America.

This section reviews the drivers of the performaoiceelecommunications in Latin America. Two
common explanations of good aggregate performaproeaisation and technology) are briefly
presented, the specific roles of multinationals eegiilatory frameworks are then examined with the
help of the new performance indicators describetiénpreceding section.

Privatisation and performance in telecommunications

The good aggregate connectivity performance oféleommunications sector in Latin America
has often been attributed to the successful psatdn of incumbent operators (IADB, 2001).
Figure 6 shows that indeed, on average, the rageosith of connectivity per capita increased
substantially, from 10 to 25 per cent per yeaergftrivatisation. While these data may be integatet
as suggesting that privatisation played a keyiroknhancing performance as measured by telephone
density, such an interpretation is subject to irtgodrcaveats. In addition to those noted earligs, i
important to recall that the 1990s saw the implemigon of a series of reforms that accompanied
privatisation: in some cases, as for example irziBrielecommunications markets were liberalised
immediately after privatisation of the incumbentofdover, as the trends shown reveal, a second
break has tended to occur in the upward trendledémsity around year 5 after privatisation, prdypab
due to the end of exclusivity periods and the sgbset opening of the market. Indeed, exclusivity
periods have been shown to limit the benefits ofgpisation substantially in terms of network
extension (Wallsten, 2003).

9 The telephone concentration index measures theectration of telephone ownership by the area tiver
Lorenz curve, plotting the cumulative share of osvitelephones against income quintiles. It can be
interpreted like a Gini coefficient: 0 is perfeciuality (all individuals have the same probabitity
owning a telephone) and 1 perfect inequality (dnbjividuals in the highest income quintile have a
telephone).
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Figure 6.Telephone Linesand Privatisation
index per capa
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Note: Time O is the year of privatisation of the incumbeperator; the scale of telephone density is ntised to be 100 at
the time of privatisation. The plot is the averafelata for countries in which privatisation hadwced at least seven years
previously and had available data for the postgtidation period (Argentina, Belize, Bolivia, Braztthile, El Salvador,
Guatemala, Guyana, Mexico, Panama, Peru and Velagzue

Source:OECD Development Centre (2007); based on ITU (2086).d

The mobile factor: technology and performance

Technology and innovation have played a major irolbe success story of spreading telephony
in Latin America. Figure 7 shows the respectivetebuations of land and mobile telephony to the
growth of teledensity in the region. While landdsnhave become steadily more available, the great
advances since the late 1990s correspond to nagriéases in mobile telephotly.

The rising importance of mobile communications, #relsegmentation of land and mobile
telephony that telecommunications markets haveesgtad as a consequence, make assessments of
the performance of telecommunications policies ndiffecult. Indeed, mobile communications have
typically been less stringently regulated and tedhbre competitive markets than land-line
communications. This difference reflects two fastdhe lower initial investment necessary in mobile
telephony, which reduces entry costs, and the absefnestablished public monopolistic providers.

! Comparable data on mobile phone coverage of tpelation for the countries considered that wouldvala
comparative perspective are not available.
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Figure 7.Mabile, Land Line and Broadband Penetration, Latin America
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Source:OECD Development Centre (2007); based on ITU (2066).d

The interaction between the diffusion of mobileniealogy and the consolidation process in the
sector is one of the main determinants of the caitiy@structure of the sector. The spread of mebil
communications was accompanied by a number of mnargs into the sub-sector and a
segmentation of the market. Moreover, the absehaa mcumbent in most cases was a unique
opportunity to create competitive markets fromgtaat. Yet subsequent technological advances have
tended, on the contrary, to blur the lines betwaad-line, mobile and data transmission services,
thereby reinforcing a process of consolidation givthg rise to fierce oligopolistic competition
amongst a reduced number of actors.

The role of multinationals

The entry and expansion of multinational firmshe telecommunications sector in Latin
America has been driven by multinational firms’ ketrseeking strategies observable not only in
their cross-border activity, but also within couedt as competitors strive to acquire customers
beyond the affluent classes. Indeed, providers eapécially mobile providers, spend substantial
resources to acquire new customers. To attracoess, mobile-telephony enterprises have even
shown themselves willing to bear a substantial paitie cost of new telephones, to make the
acquisition of a telephone very attractive to nexsstomers — essentially subsidising the price of
terminals for customers. The average enterprissidulior the purchase of a mobile telephone is four
times the average monthly revenue per customecurador, Peru and Colombia, for example, and six
times the average revenue in Argentina and Bragikaning that the cost of the telephones is only
recovered, on average, four and six months, reispgtafter customer acquisition (Fundacién
Telefonica, 2007).

Such market-seeking multinational corporate behawexplains the positive correlation visible in
Figure 8 between the level of FDI in a countrylet®emmunications sector and the change in the
country’s telephone density between 1990 and 200%le the FDI data in Figure 8 are limited in
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terms of coverage and comprehensiveness, alteenddita sources provide a similar aggregate
; 12
picture:

Figure 8.FDI in Telecommunications and Telephone Density (1990-2005)
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Source:OECD Development Centre (2007); based on ITU (20@6,dVorld Bank PPI database, and World Bank (2007)
data.

The level of FDI inflows to the sector is only whakssociated, however, with lower inequality
in access. While the impressive development ofribbile-telecommunications market has
substantially lowered the cost of serving voicejélony customers, market-seeking FDI has not yet
brought private telephone service to the pooraghsats of the population. Figure 9 thus shows a
weak positive correlation between thesoluteaccess gap and our measure of FDI in the settor; i
also shows a weak negative correlation betweereth@ve access gap and FDI in the sector. Since
improvements in the absolute access gap requiteribie people in the poorest quintile gain access
to service than in the highest quintile, wheregsroviements in theelative access gap only require

12 sector-disaggregated data are not available frificiad sources in a comparable fashion. The daeduare
drawn from the World Bank’s Private Participationinfrastructure database. They do not therefore
strictly correspond to the OECD definition of FapeiDirect Investment (OECD, 1999) and should be
interpreted as a proxy. This database records itotabtment per project as well as the participatio
of foreign actors but seldom the participation (shaf foreign actors in each project and never its
change over time. All investment data are weightedhe share in the joint venture when available.
They will therefore underestimate (sometimes suttistily) actual investment, especially in the case
of acquisitions. Moreover, the data do not accdantlosses or repatriation of profits. For further
details on the advantages and shortcomings of dtebdse for this purpose, see Guislain and Qiang
(2006).
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thatproportionallymore poor people gain access than people in gieki income quintile, these
data suggest that foreign entry has first addregmedeeds of higher-income customers, only later
turning to the less well-off.

Still, the increased connectivity rate displayedcbyntries in which the telecommunications
sector has received substantial FDI has benetfitegopulation as a whole, if not the lowest income
groups. Figure 10 plots FDI in the sector againseasure of the concentration of telephone
ownership across income groups that puts less weigthe lowest income group. Increased access
by the less poor and the middle class tends torltiveeconcentration index, which can still be
interpreted as signalling lower inequality in acce®gain, the size of foreign investment inflows is
weakly associated with lower inequality in acc&¥kile one cannot determine causality from this
exercise, a probable explanation of the relatignghthe attractiveness, for foreign capital in the
sector, of markets with sizeable middle classes.

Figure 9Foreign Direct Investment and the Access Gap

FDI in $ per inhabitant, absolute and relative asggaps as in text
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Figure 10T elephone Concentration and FDI in Telecommunications (1990-2005)
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Source:OECD Development Centre (2007); based on Sedlac {23 and World Bank PPI database (2007).

Consolidation, competition and market structure

The consolidation process in the industry has datemcerns of an evolution towards an
increasingly duopolistic market. This process niytalscelerated in 2004, with Telefonica’s
acquisition of Bell South’s Latin American mobilperations, on the one hand, and Telmex’s
purchase of AT&T’s operations in Argentina, ChiBglombia and Peru on the other. But the land and
mobile segments of the market remain quite differenterms of their competitive structures, and
there is also wide dispersion across countriesydisated by the Herfindahl-Hirschman Index (HHI)
values presented in Figure 11. Mobile-telephonyketartend to be less concentrated than land-line
markets (an observation that is only reinforcedheyfact that the low values of the HHI for
Colombia and Bolivia hide substantial local manetver in the hands of local telephone
co-operatives in those countries). Significantlya®Bl and Argentina, which have received large
inflows of FDI and are the main battlegrounds fapremacy, exhibit HHI values consistent with
effective competition. But it also true that amante major markets, Mexico displays very high
concentration indexes — well above those of Brézijentina, Colombia and Chile — and that the HHI
tends1 3to underestimate market power especially wbempetition takes place at the sub-national
level.

13 Costa Rica stands out as the only country in éggon where not only land-line but also mobile péleny
remain state monopolies.
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Figure 11Supply Concentration in Telephony (at end 2005)

Herfindahl-Hirschman Index, by segment

Bl Mobile OFixed Line

Cuba |
Costa Rica
Nicaragua
Uruguay ——
Paraguay
Peru
Panama
Mexico
Dominican Rep.
Venezuela
El Salvador_ !
Honduras
Guatemala
Chile
Ecuador
Argentina
Brazil
Bolivia
Colombia

0 2000 4000 6000 8000 10000

Note: The Herfindahl-Hirschman concentration index isstarcted as the sum of market shares in each segmeressed
in percentages: O corresponds to an atomistic marReD00 to a monopoly.
Source:OECD Development Centre (2007); based on regulaami’operators’ annual reports data.

The relationships between supplier concentrati@hthe sector’s performance, both in terms of
density of coverage and in terms of equality ofeas¢ are fairly weak. Figure 12 presents the
relationships in each segment — mobile and lanelHitbetween supplier concentration on the one
hand and performance outcomes in terms of densdytatal inequality (access indicators are not
available by segment) on the other.

In the mobile segment, which is much more importhah the land-line segment for almost all
countries, there is a weak negative correlatiowéen telephone density and supplier concentration
(Panel A). The best performers in terms of totalsity (Chile, Argentina, Brazil) all exhibit fairly
low supplier concentration. On the other end, thet& Rican monopoly clearly stands out as having
missed the great expansion of mobile telephonyesird in the region since the mid-1990s, despite
having achieved the highest density of land linesthe most equitable access in the region. Other
relatively weak performers in mobile density inaugeru, Honduras and Nicaragua, all of which
have, in contrast to the previous group, very cotre¢ed land-line markets. These patterns suggest
that dominant positions in the land-line market rhayhampering entry into the mobile market, while
within the land-line segment supply concentratind teledensity are not strongly associated.

Panel B presents the relationship between inegualtelephone access and supply
concentration. Once the particularities of the @dd@an and Bolivian markets are taken into account
(supply in both these markets appears fairly dsgarbut local suppliers have significant local-
market shares), lower concentration in the supplgrd telephony is associated with more equal
access (in Brazil, Argentina and Chile). The séstperformance in terms of equality when the land-
line incumbent remains a monopoly ranges from okt inequality (in the state-monopoly cases of
Uruguay and Costa Rica) to the highest inequailityhle case of Nicaragua’s monopoly, ENITEL,
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whose privatisation was finalised in 2004) — shaytimat monopolies, as such, neither guarantee nor

preclude good results in terms of equality of astes

Figure 12Market Concentration and Performance
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“ENITEL was privatised in two stages. It was cole by the Honduran consortium Megatel between1200

and 2004, and since 2004, by América Movil.
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Source:OECD Development Centre (2007); based on regulasord’operators’ annual reports, and ITU (2007) aioH

(2007) data.

Regulation is crucial

Regulation quality plays a key role in the link arget market concentration, market power and
sector performance. Independent regulators areedeiedaddress two major commitment problems.
One derives from the state’s difficulty to credilolymmit to not expropriating the substantial
investments involved in telecommunications infrasture after the cost of those investments has
been incurred by investors. The other reflectddlethat effective regulatory independence inctude
independence from the industry, and often espgdiain the local-loop monopolist, or the
incumbent, due to issues related to interconnegti@obligation of an operator to carry calls
generated by another operator and the compensatexeives for doing so). When this independence
is not effective, market power translates into ssoeely low density coupled with higher prices. The
opportunities for rent-seeking that exist in regedbindustries, both by the regulated and by
politicians and regulators, link the performancehase industries with the political process in a
country, and therefore with the institutions thaterpin its political and regulatory checks and
balances (Henisz and Zelner, 2001).

Most countries in Latin America have independelgdemmunications regulators (although not
always exclusively dedicated to the industry). €Reeptions, according to the criteria set by the
International Telecommunication Union, are Chil@jti Peru, Suriname and Uruguay. Countries
with independent regulators on average have redenare FDI per capita in the sector, have
progressed more in the last 15 years in termsmditle and have less unequal access to telephone
service. But, there is great diversity within egcbup of countries — those with and those without
independent regulators — and recent analysis stgygeth that the statutory independence of the
regulator is a weak indicator of the institutioralvironment (Baudrier, 2001) and that the imporganc
of mobile telephony — whose infrastructure is He#s costly and more easily removable (if
threatened with expropriation for example) — redute sensitivity of the telecommunications sector
to political conditions (Andonova, 2007).

Table 3.Regulator Independence and Telecommunications Performance Indicators

simple average of selected indicators

Number  of Telephone Change in Telephone Cumulative
countries density telephone concentration FDI in the
density index sector
(2005) (1990-2005) (per capita)
With autonomous 16 55.6 50.4 0.29 151
regulator
No autonomous 5 49.6 43.0 0.35 58
regulator

Source OECD Development Centre (2007); based on ITU (2@0@)(2007) data.
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The heterogeneity of regulatory regimes and maskaictures, even amongst countries whose
regulators are categorised as independent, expthsgelatively weak differences in teledensity
between countries with and without independent legges. Still, cross-country analyses of the
importance of regulatory independence find thantrdes that have independent regulators at the time
of privatisation tend to have lower prices (Estageal, 2006). An important reason is that
independent regulators help ensure that an inciegseces due to tariff rebalancing in conjunction
with privatisation does not erode the potentialhgdior users from technological progress brought
about by more dynamic providers. Regulatory perforae in turn depends both on the governance of
regulation itself, and on the political environmémat the regulator faces. Chile, which does netha
an independent regulator but has a political emwrent characterised by relatively high levels of
transparency and accountability, illustrates thietapoint. Studies also suggest that political
accountability improves regulatory performance (@iast al, 2006), and that while even corruption
can lead to performance improvements in the faceesistance to needed change and red tape
(Estacheet al, 2006), reform policies can lead to better perfamoe.

Beyond ensuring competition, Latin American reguisthave shown great commitment to extending
service. The models used vary greatly, ranging feocommitment to market liberalisation, to the
creation of funds to finance universal-access ptsjeto state-mandated command-and-control
mechanisms (Steret al, 2006). Countries with strong land-line incumisennhcluding Bolivia,
Panama and Mexico, have relied on universal-acobBgations imposed on the incumbent with
varying degrees of success and stringency. In GRiseaand Uruguay, state or corporative objectives
have achieved high levels of land-line connectiviBther countries, including Guatemala and El
Salvador, have created very liberal regulatory megi that have achieved increased teledensity
without reducing significant regional disparitiddore balanced approaches, finally, notably Brazil’s
combination of a liberal licensing regime and urad-service obligations enshrined as regional
development targets, have proved very successful.

The most noteworthy experiments have been in deetalniversal access funds (UAFs). Most
countries in the region have created such funttsp@dh in some countries they have not begun their
action (e.g., the Argentine fund was legislate@®0 but was not yet in operation as of June 2007)
and the accumulation of funds by the Brazilfundo Fiduciario do Servico de Telecomunicacdes
has raised questions about their future use. GhUAF is particularly innovative, and interesting,
because of its competitive bidding mechanism, iictwienterprises bid for universal-access projects
with one requesting the lowest subsidy being awdhtle project, and because the fund has been very
successful: within five years of its establishment995, the fund had succeeded in extending access
to basic service to the majority of rural ChilegXswvier, 2006). The majority of universal-access
actions have been to provide public pay-phonescamimunity telecentres that offer a wider array of
telecommunications services, although Peru’s UAHKE) has also financed pilot projects that
extend individual access to the local network.

Looking ahead, it is clear from the experiencethmregion that, while an access policy with clear
and stable rules is necessary and can be veryssiatevell-regulated open and contestable markets
can do much to provide access on commercial teare large part of the population. Given the
degree of supply concentration in much of Latin Aices land-line segment, and just as eyes turn to
Brazil's and Chile’s successes in extending cowerdrazil is in the process of shifting to new
interconnection regulations, with rates based anlaallocated cost model (OECD, 2007).

5. Conclusions

The evolution in Latin America of FDI inflows anditlows and of the strategies of multinational
corporations, home grown as well as from outsid@erégion, provides a lens through which to assess
the progress and impact of the region’s openintpupe global economy. Since 2000, the irruption of
emerging-market multinationals, notably includingtih American multinationals — the so-called
multilatinashas significantly altered this panorama.
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The challenges ahead: inclusion and mobile service

Latin America’s telecommunications sector has remkisubstantial FDI flows in conjunction with
three sectoral phenomena — privatisation, moblepte®ny, and industry consolidation — of varying
importance across countries. The market-seekingreadf these flows, the arrival of mobile
technology, and an emerging political commitmentdster universal service have created a major
opportunity to provide better service to more peofespite recent progress, however, the gap in
access to telephone services between the richhanobior remains substantial in most countries.

Providing voice service can go a long way towandlsaecing communications to strengthen social
ties and increase physical, economic and sociallityolit can also improve the efficiency of market
by allowing timely communication between potenbalers and sellers (Jensen, 2007).

However, voice communication is only a first stefbtidging the communication and digital divide.
With mobile-phone-based internet still far from méy in terms of coverage and expansion, there is
dire need for the mobile-phone-based servicesctmrabridge the immense disparity that still exists
such areas as e-banking and e-government (payieg ta voting through the internet, for instance).
Moreover, while internet access is outpacing tr@vn of land-line expansion thanks to communal
forms of access, broadband access remains limytéldebrestricted expansion of the land network.

Indeed, notwithstanding great progress in most tms access to land telephone lines remains
difficult for many people. As both a medium of conmitation and a source of content, the internet
holds great promise for enhancing transparencygandrnance. Yet to play this role for all, it needs
to be accessible across all segments of the papuldthe rise of mobile banking in southern Africa,
for example, shows how process innovations in lessinorganisation can be as important as
technological innovations — mobile banking actualigrted with customers using pre-paid telephone-
card numbers as a vehicle for money transferswasdthen picked up by operators and the banking
industry. Similarly, in Latin America, initiativethat allow individuals to use their mobile telepken

to retrieve remittances from migrant family memblease paved a new way for providers of banking
services to establish and maintain relationshiph waw-income or other previously inaccessible
populations.

Lessons beyond telecommunications

The prevailing institutional environment plays aaal role not only in determining the incentives f
both incoming and outgoing investment, but in dateing the effective contribution of multinational
corporations to development. The example of telenonications shows that their contribution has
been and will undoubtedly continue to be significianthis sector of vital importance for aggregate
economic performance and development — albeitaihitimainly to the benefit of the better-off
segments of local populations, thereby also iningagccess inequalities — in countries across the
region.

The example of telecommunications also draws atterto the crucial importance of regulatory
regimes, certainly in key public services. Whilango countries, most notably Costa Rica, have
restricted the entry of private actors in telecominations services and performed relatively well in
terms of equity of access to existing servicesselgame countries have not performed well in terms
of service extension, letting crucial opportunitEsss them by. The experiences of other countmnies i
the region show that a regulatory regime that aldeveign actors into the sector has great potentia
to accelerate service extension. The combinedtsftécsignificant new FDI, the competitive market-
seeking behaviour of the main investors, the sprefdligital mobile technology, and market
liberalisation have been to greatly increase camviscin the region — faster than in other regions
Effective access-promotion policies with clear atable rules are nevertheless required to ensure
access to the poorer segments of the populatioichvig vitally important for economic and political
development. Well-regulated, open and competitieekets that encourage innovation from within as
well as from outside will induce and facilitate porate strategies that maximise the contribution of
multinationals to development throughout the region
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Annex tables

Table Al. Inequality and accessto Telephone servicein Latin America

Telephone line subscription inequality Public
Absolute Relative Telephone Y ear payphones per
Access Access  concentration 100 inhabitants
gap gap index

(2005 or latest
Latin America

Argentina+* 0.61 0.65 0.18 2001 591
Bolivia 0.57 0.97 0.48 2002 1.75
Brazil 0.60 0.64 0.19 2004 6.83
Chile 0.48 0.51 0.13 2003 4.51
Colombia 0.44 0.79 0.27 2004 2.44
Costa Rica 0.39 0.48 0.12 2004 5.04
Cuba . .. . . 3.07
Dominican Rep. 0.49 0.84 0.34 2005 1.47
Ecuador 0.48 0.79 0.30 2003 2.35

El Salvador 0.53 0.79 0.29 2004 4.04

Guatemala 0.46 0.94 0.44 2003 4.31
Honduras 0.65 0.89 0.36 2005 0.48
Mexico 0.49 0.56 0.17 2004 7.12
Nicaragua 0.35 0.97 0.57 2001 1.27
Panama 0.79 0.87 0.28 2003 2.54
Paraguay* 0.64 0.83 0.30 2004 2.54

Peru 0.62 0.98 0.57 2003 5.42
Uruguay 0.57 0.60 0.16 2005 5.44
Venezuela 0.36 0.72 0.26 2003 4.57

Latin America average 0.49 0.75 0.3 -- 3.74

Notes + urban areas only ; .. not available ; -- ngilaable
SourcesOECD Development Centre (2007); based on SEDLACT{RGxcept * based on IADB (200
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Table A2. Foreign Investment in Telecommunicationsin Latin America

Cumulative sum of privateinvestment in
telecommunications with foreign participation (1988-2005)

weighted by foreign participation share

$ per inhabitant Total, $ million
Latin America

Argentina 508.7 18 001
Bolivia 72.4 589
Brazil 300.1 51910
Chile 372.4 5447
Colombia 72.8 2 986
Costa Rica 1.0 3
Cuba 22.2 244
Dominican Rep. 65.2 536
Ecuador 85.6 1053
El Salvador 164.7 1056
Guatemala 160.0 1788
Honduras 22.7 153
Mexico 49.0 4 835
Nicaragua 334 175
Panama 327.0 903
Paraguay 77.0 412
Peru 313.2 7727
Uruguay 59.5 191
Venezuela 387.0 8 932
Latin America total 215.6 108 373

Notes .. not Available ; -- not applicable

SourcesOECD Development Centre (2007); based on World Bankate Participation in Infrastructure
Investment database (World Bank, 2007).
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