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Europe -Statistics (1)

Area Population GDP Total Lines | Line Density
Africa 763 M $507B| 15,094 M 2%
Americas 788 M $10,127 B| 241,004 M 30%
Asia 3,495 M $8,242 B| 230,452 M 6%
Europe 795 M| $10,127B| 282,762 M 36%
World 5,971 M| $29,477B| 780,835 M 13%

Sources: Population (97), GDP (96) - UN, IMF
Telephone Lines (97) - ITU
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Europe -Statistics (2)

Total value of merchandise trade: Value of tradewith U.S.:
exports-- $2,042 billion exportstoU.S.  -- $143 billion
imports-- $1,953 billion Importsfrom U.S. -- $128 billion
Top sour ces of imports: Top marketsfor U.S. goods:
1. Germany 1. UK.
2. France. 2. Germany
3. United States 3. Netherlands
4. UK. 4. France
5. Netherlands 5. Belgium & Luxembourg

Tradewith U.S. as a percentage of total regional trade: 7%
Tradewith U.S. asa percentage of total U.S. trade: 19%

Source: Center for Strategic and International Studies (1997)
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Europe—History (1)

 Strong public service monopoly tradition

e Industrial policy of creating 'national champions

« Strong national orientation

 Loss of the potential opportunities of a European-wide mar ket
e In 1987 the European Commission published the Green Paper

* By issuing this Green Paper, the Commission started a Europe-
wide debate on the telecommunications regulatory environment
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Europe—History (2)

The Green Paper proposals received a broad general support and the
following actions wer e recommended:

Full opening of the terminal equipment market to competition (1988)

Full mutual recognition of type approval for ter minal equipment
Progressive opening of telecommunications marketsto competition

Clear separation of requlatory and oper ational activities

Establishment of open access conditionsto networks and services
European Telecommunications Standards I nstitute (ETSI) (1988)

Application of EC competition rulesto the telecommunications
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Europe—History (3)

Since 1 January 1998,
the telecommunications markets
arefully liberalised
In most of the European Union
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Regulatory Developments - Example: Germany

1989 - Liberalisation of mobile and satellite radio communication

» 1993 - Liberalisation of voice and data within closed user groups

« 1993 - A Telecommunications Council is established

e 1995 - German Bundespost detached from Deutsche Telekom

¢ 1995 - BMPT introduces new Telecommunications L aw

» 1996 - The German Parliament passes the Telecommunications L aw
1996 - Deutsche Telekom floated for DM 20B ($13.3B)

» 1996 - Thefirst threeclass 4 licencesissued (Colt, Vebacom, Net Cologne)
» 1997 - The BMPT decidesthat DT hasto grant accessto thelast mile

» 1998 - January 1, market open for total competition
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Regulatory Developments - Example: UK

* Prior to 1982 BT had a monopoly

°In 1984 BT privatised

The Telecommunications Act of 1984 establishes Office of Telecommunications
(OFTEL)

In 1991 duopoly discontinued (cable and wireless oper ator s offer fixed services)

*In 1994 OFTEL issues* I nterconnection and Accounting Separation” rulesthat
areimplemented in 1997

*In 1997 OFTEL rulesthat till July 2001 telecommunications prices for 80% of
lowest spenderswill be 4.5% below inflation level

«June 1998, major changesto Wireless Telegraphy Act

«June 1998, BT provides Internet service without the need to subscribe

Roman Nowacki, Lucent Technologies, NCF 98, 10/5/98, M21C, Page 8



Numbering Plan

* by 01/01/1998, call-by-call carrier selection
e by 01/01/1999, start of afield trial of country code ‘388’
* by 01/01/2000, carrier pre-selection

by 01/01/2000, operator number portability should be offered
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Taxation

e Current VAT isbased on the place of establishment of the service
provider

 EU carrierscharge VAT on services both within and outsidethe EU
 Non EU carriersmay provide servicesinto the EU free of VAT
e The proposal to submit foreign carriersto the same VAT requirements

 Exempt from VAT, telecommunications services provided by EU-based
companiesto customers established outside the EU
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Alternative Networks

e Firmsfrom other industries enter the market.
e Establishment of virtual networks
 PTOsare aware of their competitive advantage

* PTOslobby for regulations so that they do not become under -
protected
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Alternative Networks - Example: U.K.
e The Electricity Supply Industry

* United Utilities developed a system (Oct 97) for sending data along power
lines without excessive distortion. A trial in Manchester (3/98) has been
completed, a planned rollout isfor end of 1998.

*National Grid launched (Mar 93) a national fibre optic network. This 5,000
km networ k handles 60% of UK internet traffic and providesATM for virtual
private networks.

 British Rail
*Theprimary goal isto deliver telecommunications servicesto therailway
itself, however it providesdark cable (5,700 km) to other companies. It is part
of Hermes, an European consortium of eleven railway operators.

e The Water Supply Utilities
 Fibreway (Apr 98) announced that itsfibre network along 10,000 km of
water supply canals and pipeswill be finished by the Jan 1999.
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Foreign Operators - Example: Italy

e Foreign Operators
*Global One
*AT& T/Unisource
«Cableand Wireless

*GEIS (General Electric Information Services)

eJoint Ventures

Omnitel Prontoltalia (Olivetti, Mannesmann, Bell Atlantic, Air
Touch)

*Albacom (BT, Banca Nazionale del L avoro, Mediaset, ENI)
| nfostrada (Ollivetti, Mannesmann, Bell Atlantic)

*Wind (Enel, Deutsche Telecom, France Telecom)
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European Telephony Statistics (1)

[ mr’ﬂW

1944

19495 19496
B Corvventional lnes B 1SDM lines O Mahile phone line s

1997

236,6

ESIS - ISPD




European Telephony Statistics (2)
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European Telephony Statistics (3)

Total numbe r of Ines {Conv H30Mmobile) per 100 nh. -End 1997
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European Telephony Statistics (4)

Total number of conrentional Iines per 100inh. - End 1997
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European Telephony Statistics (5)

Total number of mobile phone Enes per 100 inh. - End 1997
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European Telephony Statistics (6)

Total number of ISON lines per 100 inh. - End 1997
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European Telephony Statistics (7)
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European Telephony Statistics (8)
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European Telephony Statistics (9)

Ecu Basic Access compared to 2X conve ntional Enes
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BACKUP
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Major Equity Movements

DT (1996) - $13.3B

FT (1997) - $7B for 25%

*Swisscom (scheduled Oct 1998) - $6.5B for 49%
M CIl/WorldCom merger (1998) - $37B

BT buys 24.9% of CONCERT from MCI - $1B
*MCI sellslInternet businessto C& W

*AT& T and BT invest $500M each in JV

DT and FT crossinvest 2% of their capital

*Telebras- $19B (Telefonica $1.2B for Rio, $5B for Sao Paulo;
Portugal Telecom $3.25 for Sao Paulo; Telecom Italia $1.8B for

the center)
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