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Abstract
Monitoring European Telecoms Operators: Final
Report
This report provides profiles of the communications markets
in 29 European countries, and is intended for use by the
European Commission. The report’s intent is to provide
information on the following:
the degree of foreign investment in European telecoms markets, including
the countries from where the investments come from
quantify the size of fixed and mobile markets in each country
provide reference to the country’s regulatory evolution with regards to
carrier preselection, local loop unbundling, and number portability;
however, this is by no means intended to provide a legal assessment of the
level of implementation of relevant community regulation.
identify the available access infrastructures and how alternative operators
are providing access to their customers, i.e. through leasing incumbent
infrastructure or collocation/bitstream services
assess the degree of competitiveness/ease of entry for new players into
each country’s telecoms markets
provide overviews of the fixed, mobile, and Internet markets in each
country, including operator market shares in fixed and mobile services
profile major fixed and mobile operators and ISPs, including operators
which currently have a small presence in Europe but which IDC believes
will become significant market players in the future.
The countries covered in this study include:
•

EU members: Austria, Belgium, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain,
Sweden, and the UK

•

Non-EU members in Western Europe: Norway, Switzerland

•

EU Candidate countries: Bulgaria, Cyprus, Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia,
Slovenia, and Turkey

This is the final version of this report.
The opinions expressed in this Study are those of the authors and do not
necessarily reflect the views of the European Commission.
©ECSC – EC – EAEC, Brussels – Luxembourg 2002
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Definitions, Methodology, and
Abbreviations
Definitions
The following definitions cover terms used in this report:
Fixed Telephony
PSTN/ISDN population penetration: the number of business
and consumer public-switched telephone network (PSTN) lines
and integrated services digital network (ISDN) channels per 100
percent of a country’s population.
PSTN/ISDN household penetration: the number of residential
PSTN lines and ISDN channels in service for consumer use, per
100 percent of a country’s households. IDC’s model for
calculating PSTN/ISDN consumer connections takes into
account households with more than one line, thus those
numbers are included in the household penetration figure.
PSTN/ISDN connections used for business purposes, even in the
case of self-employed users, are not counted in PSTN/ISDN
household penetration, as those connections will be paid for by a
business rather than for personal use.
•

A PSTN line is a single analog access line for each wire in a
twisted copper pair.

•

An ISDN channel is a channel is equivalent to a conventional
analog line. A single ISDN line is either Basic Rate Interface
ISDN which provides two bearer channels (B-channels) at
64Kbps and one data channel (D-channel) at 16Kbps, or
Primary Rate Interface ISDN, which provides 30 B-channels
at 64 Kbps and 1 D-channel at 64 Kbps.

IDC reports PSTN lines and ISDN channels as one figure as most
European operators now report these services in this way, and do
not split PSTN/ISDN in their operational reviews.
Fixed telephony revenues: Total revenues generated by
PSTN/ISDN voice services to end-users, including local,
international, fixed-to-mobile, and dial-up Internet access calls,
both monthly and connection fees. Revenues from managed data
(X.25, frame/cell, IP-VPN, etc) and leased line services are not
included.
Mobile
Mobile penetration: the number of business and consumer
mobile connections per 100 percent of a country’s population.
A mobile connection is a SIM card connected to a network. Only
connections from active users are included. IDC defines an
active user as one who has made a call on the network in the last
three months.
Mobile revenues: total revenues generated by mobile
subscribers, including voice, SMS, and 2.5G data services.
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MVNO: An operator which does not own its own network but
rather leases capacity on another operator’s network to provide
mobile services. IDC considers only operators who provide some
form of network management as well as the service to be
MVNOs. Simple air-time resellers are not included in this
category.
3G: Third generation, referring specifically to mobile services.
Also known as UMTS in Europe (see abbreviations list below),
this technology will enable existing voice and data services to be
delivered at a faster rate and higher quality, as well as provide for
new services to mobile such as video.
Internet
Internet connections: the total number of business and
consumer connections to a single dial-up or permanent account.
These include connections over broadband services (cable
modem, DSL, BFWA, direct fiber, etc) and leased lines (see
definitions to follow). Business connections include home
workers whose connection is paid for by a business.
An illustration of the variables and methodology IDC uses in
forecasting Internet connections follows on the next page in
Figure I-1.
Dial-up access: Connecting to an ISP by making a call via
modem over the PSTN/ISDN network. The user pays the ISP for
access, usually charged on a per-minute basis.
Subscription-free access: In this access method, the user pays
only for metered call charges, which are split between the
originating operator (e.g. BT), the terminating operator
(Energis) and the ISP brand company (Freeserve).
Unmetered access: This refers to a dial-up (PSTN or ISDN)
Internet access service with no time-based charge (.e.g. persecond or per-minute). Typically such a service would be charged
by the ISP, by the telecom operator, or by both, or by the ISP on
behalf of the operator on a flat-rate basis (e.g. a fixed monthly
subscription.)
Flat-Rate Internet Access Call Origination, or FRIACO: A form
of dial-up access which allows other operators and ISPs to
compete with the incumbent in providing flat-rate access
packages.
Internet hosts: The Internet Software Consortium (www.isc.org)
defines an Internet host as being a domain name that has an IP
address (A) record associated with it. This would be any
computer system connected to the Internet (via full or part-time,
direct or dialup connections). A domain name is any name
representing any record that exists within the Domain Name
System.
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Figure I-1
Overview of IDC Internet Access Forecast (connections only, no revenues)
IDC Internet &
eCommerce
group

Dial & bb pricing
(real and est)

Internet access
devices (real)

Devices per
connection (est)

Dial-to-bb
migration plans,
survey (real)

Consumer dialto-bb migration
model

bb service
availability (real
and est)

Enterprises by
country and size
(real)

Consumer dial
connections

% with Internet
connection (real
and est)

Total enterprise
connections by
country & size

Consumer bb
connections

WAN Manager
survey data (real)

Enterprise
connections by
conn. type

real = known
est = estimated
Source: IDC, 2001

A IDC

Enterprise dial
connections

Enterprise bb
connections

Enterprise
leased line
connections

A IDC

Broadband
Broadband connections: the total number of business and
consumer connections via broadband technologies: DSL, cable
modem, BFWA, or fiber.
-

cable modem connection: a connection using a cable
modem, be it a stand-alone device or set-top box, to
send and receive data via a hybrid fiber coax (HFC)
network.

-

Digital subscriber line (DSL) connection: a connection
using any DSL technology to transport data over a
twisted-pair copper wire from the local exchange to a
business premises or residence. Fiber to the curb
connections using VDSL from the curb to the building
are excluded.

-

Broadband fixed wireless access (BFWA) connection: a
connection using a radio-based point-to-multipoint
system operating within the 3.5 GHz, 10 GHz, 26 GHz,
or 28 GHz frequency band. Not to be confused with
narrowband fixed wireless, known as wireless local loop
or WLL.

-

Fiber connection: a connection using a fiber optic cable
either to the curb, building, neighborhood, or home.

There are numerous DSL variants, but in Europe, there are two
main types of DSL technology on offer:
Asymetric DSL (ADSL): The most recent ETSI ADSL
modulation standards refer to the version of Quadrature
Amplitude Modulation (QAM) known as Discrete MultiTone
Modulation (DMT). In this version, the data channel is split into
a number of sub-channels, allowing flexibility in terms of the
allocation of data across the “breadth” of the pipe. Over the
course of its development, achieved (although not necessarily
commercially available) transmission speeds for ADSL have
increased from 1.5Mbps to 9Mbps downstream and from 64kbps
to 1Mbps upstream, dependent upon line length and quality. This
disparity between downstream and upstream transmission
speeds is what gives ADSL the asynchronous part of its name and
makes it ideal for the kind of applications that demand plenty of
downstream bandwidth, such as surfing the Web, but a limited
amount of upstream capacity. These attributes fit best with the
requirements of residential and small office/home office (SoHo)
business users.
Symetric DSL (SDSL): SDSL uses a single twisted pair for
variable-rate connections at rates ranging from 160Kbps to
2Mbps with intermediate speeds in between. The technology is
primarily suited to business applications where symmetrical
bandwidth is required. However, SDSL as originally defined is
evolving into several upcoming technologies and standards such
as HDSL2 and GSHDSL that combine symmetrical transmission
with additional advantages.
Other types of DSL include:
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High bit-rate DSL (HDSL): HDSL is a mature version of
symmetric DSL that utilizes two wire pairs (four wires). HDSL is
primarily used to provide leased-line services because the
telephone companies own and operate the HDSL equipment and
provide the user with a conventional T1/E1 interface.
HDSL2: HDSL2 is a full-rate-only symmetric service, but it is
different from HDSL in that it exists over a single twisted pair.
HDSL2 was specifically conceived to work alongside asymmetric
services such as ADSL without causing interference, a property
known as "spectral compatibility." This coexistence with ADSL is
crucial, and in this regard, the technology is superior to SDSL.
The problem is that currently it costs much more than HDSL
and compared with SDSL, is not rate adaptive.
G.SHDSL: G.SHDSL has recently been standardized by the ITU
(International Telecommunications Union) and combines the
best of SDSL with the best of HDSL2. It is now becoming the
accepted standard for SME class DSL access in both Europe and
the United States. The standard defines multirates, as SDSL does
today, but with the spectral compatibility of HDSL2, and
provides symmetrical bandwidth of up to 2.3 Mbps.
G.Lite: G.Lite is a splitterless subrate ADSL technology which
was approved by the ITU in June 1999. “Splitterless” refers to its
need of a line filter device to separate the voice and data
frequencies. The G.Lite spec calls for 1.5Mbps for downstream
service and 384Kbps for upstream transmissions. G.Lite is easier
to install and deploy than full rate ADSL, as the chips are less
costly and use less power.
ISDN DSL (IDSL): IDSL uses standard ISDN terminal adapters
with symmetric speeds at 128Kbps and up to 144Kbps using
non-standard terminal adapters. IDSL is largely a data-only
version of ISDN. In Europe, where ISDN is far more widely
deployed than in North America, IDSL has little added value.
VDSL: VDSL is a component of a fiber-to-the-curb network and
can provide symmetrical and asymmetrical data rates in excess of
50 Mbps. Data access depends upon the length and condition of
the line, as is the case for most of the DSL technologies. For
example, at 300 meters VDSL can achieve 26Mbps and at 1,500
meters it can still manage 6.5Mbps.
Cable TV (CATV)
CATV connection: A fixed connection between a CATV provider’s
network node and a consumer premise, used to deliver paid TV
services. Broadband connections via cable modem are not
counted in this category, but rather in the broadband
connections section.
CATV homes passed: The total number of households which are
within the vicinity of a cable operators’ network and thus capable
of subscribing to CATV service even if not actually doing so.
Leased lines
Leased line connection: a fixed connection (transmission circuit
which is permanently established) between two points. It is
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sometimes referred to as a leased circuit or private line. The data
included in this report refers to one entire connection. In this
report, only end-user connections which generate revenue are
counted.
These lines are used for applications such as private
network/Intranet (voice and data), dedicated Internet access
(excluding dedicated Internet access via a VPN service), and data
downloads.
Lines provided by the PTO for other carriers, sometimes referred
to as wholesale leased lines, are not included in this report.
Leased lines have been segmented as follows:
Analogue leased lines: these provide voice and data traffic at
speeds up to 56Kbps.
Digital leased lines: these can be used to carry voice, video, and
data traffic, at speeds between 9.6 Kbps to 155Mbps and above.
Digital leased lines are divided into four bandwidth categories:
•

Up to and including 64 Kbps

•

Greater than 64 Kbps but less than 2Mbps

•

2Mbps

•

Greater than 2Mbps

Foreign investor share of market: the share of the market that
goes to direct foreign investors, i.e. investors which own a direct
stake in a joint venture or a subsidiary. Investment via publicly
traded shares abroad, as well as portfolio investment, are not
included, as these are impossible to estimate accurately. The
information in this report is as of October 1 2001.
Foreign investor shares for mobile services do not include
investments for 3G licenses. Only foreign investments attributed
to operators generating revenue from commercial services are
counted. For a list of 3G licenses that have been awarded in
member states plus Norway and Switzerland, see Appendix C.
Regulatory
LLU: Local loop unbundling, the process by which incumbent
operators offer alternative operators access to their local
exchanges, so that the alternative operators do not have to build
their own access networks and are not dependent on the
incumbent for last-mile access. Another method of LLU, via line
sharing, is not yet available in most countries in Europe.
CPS: Carrier preselection, the process by which users of fixedline telephony can subscribe to an alternative operator without
having to dial a prefix. IDC does not consider CPS to be available
in a country unless it is available for local and long-distance
services; some countries claim to offer CPS but do not make it
available for local calls.
NP: Number portability: the ability of a telephony user to keep
their phone number if they switch carriers. This report refers to
fixed and mobile NP for member states and Norway and
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Switzerland only; mobile NP in candidate countries is not
covered as those countries rapidly evolving legislative processes
make it difficult to establish when mobile NP has/will occurred.
Where available, specificity as to whether fixed NP includes users
who have changed geographical locations versus those who have
stayed in the same place yet changed carriers. However, most
regulators and operators do not report these differences, even if
they do provide number portability statistics.
IDC has chosen to use the word “dominant” to describe positions
of certain providers in the market where they have a market
share of at least 51%. Wherever possible, statistics on market
shares have been provided to support this. However, statistics,
particularly in terms of ISPs, are not always available; in those
cases, IDC is making a judgement based on its knowledge of
market conditions through interviews with providers and endusers.

Methodology
IDC used a combination of primary and secondary research
techniques to complete this report. Service providers and
national regulatory authorities in each country were contacted
for latest market data and regulatory information. IDC also
consulted the Internet, Reuters, and government and
international organizations, such as the UN and national
statistical agencies, to crosscheck data.
Mobile coverage figures are based on those reported by the
mobile operators themselves.
The most recently available data as of the end of Q2 2001 is
provided. The availability varies by operator, regulator, and
country. While publicly-held operators report results on a
quarterly basis, privately-held operators do not, nor do most
regulators.
Market Share Calculations
Each country profile includes market shares by subscribers,
revenues, and minutes of use for both fixed telephony and
mobile services.
Fixed-Line Telephony Services
Fixed-line telephony subscribers were calculated by adding up
the total number of direct access PSTN/ISDN subscribers each
telephony provider reported at year-end 2000. These numbers
were then cross-checked with regulator reports where possible –
not all regulators reported direct/indirect subscriber splits. In
cases of marginal providers that do not report their operating
results, IDC has done estimates in those cases. Indirect users are
attributed to the incumbent operator, since the incumbent is
still responsible for the functioning of the line and collects rental
fees. CATV telephony subscribers are not counted.
Global operators, such as Worldcom and Equant, are not
pictured in market shares since they represent less than 5% of
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telephony revenues and traffic over the PSTN/ISDN. These
operators, which target multinational corporations, tend to
offer services over private networks.
It should be noted that IDC noticed many discrepancies
between what operators reported individually and what
regulators reported for those same operators and the market as
a whole. Therefore, the market shares in the report in some
cases have had to be estimated by finding an average between
operator and regulator reported figures.
Fixed line minutes of use: These were calculated by taking the
number of direct and indirect subscribers and assuming average
MoU per business and residential subscriber for each operator.
Fixed lines revenues: These were calculated by taking the total
MoU and estimating an average revenue per business and
consumer user for each operator. This average revenue is based
on total local, long-distance, and international revenues; it is not
possible to break down market shares by each type of service
since operators have interconnection agreements with each
other to share the revenue, but regulators do not require them
to report this.
Mobile Services
Mobile subscribers: These were the total mobile users each
regulator reported as of Q2 2001. It should be noted that some
operators, such as Vodafone, are now in the process of changing
their definition of subscribers, and are no longer counting
occasional users in their total subscriber base. This will have an
impact on the operators’ market share and therefore on their
shares of minutes of use and revenues.
Mobile Minutes of Use and Revenues: IDC has since for each
operator estimated the usage patterns and minutes of use as a
function of its likely user groups - youth, consumer or business too arrive at the market shares for minutes of use. This
information is combined with pricing strategies of each operator
to arrive at an IDC estimate for ARPU which gives the market
shares for revenues.
MVNOs are not included in market share calculations as they do
not report their results.
Foreign investor share calculations
These calculations were done for fixed and mobile markets in
each country. The market revenue market shares were applied to
the total revenue figure for the year. The share of the foreign
investor in the operator was then applied to the operator’s
market share to get revenues attributed to the foreign investor.
Other Methodology Issues
Wherever possible, IDC has supported the text with statistics.
However, it is important to recognize that the degree of
information regulatory authorities and operators provide varies
widely. In particular, operators which are privately held, either by
the government or private investors, tend to release very little
A IDC

-5-

HT04B

information about their operations. Furthermore, many
operators and regulators in Candidate countries are new and not
used to providing the public with information such as lists of
licenses awarded and market statistics – indeed, they themselves
may not have the statistics available. Lastly, availability of
information on CATV operators is sparse since few European
telecoms regulators cover CATV markets. While some operators,
such as UPC, provide regular statistics on their CATV operations,
the vast majority never report any results at all.
Data provided for fixed telephony is actual for year-end 2000 and
estimated for year-end 2001. Data provided for mobile telephony
is actual as of Q2 2001 and estimated for year-end 2001. The
reason for having more recent data for mobile services is that
mobile operators report their results on a quarterly basis,
whereas fixed operators and regulators report their results on a
yearly basis.
As not all operators or regulators report results, particularly for
leased lines, broadband services, CATV services, and Internet
access, IDC has estimated these totals for 2000.
Exchange rates from local currencies to the Euro are found in
Appendix A, while demographic information used in calculations
is in Appendix B.

Abbreviations
A number of abbreviations are used in this report, and are listed
below by the service to which they refer.
Mobile services
ARPU: Average revenue per user
GPRS: General packet radio service
HSCSD: High speed circuit switched data
MVNO: Mobile virtual network perator
3G: Third generation mobile
Fixed-line services
CPS: Carrier preselection
DSL: Digital subscriber line
LLU: Local loop unbundling
NP: Number portability
IP VPN: Internet Protocol Virtual Private Network
Internet services
FRIACO: Flat-rate Internet access call origination
ISP: Internet service provider
Other
BFWA: Broadband fixed wireless access
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CATV: Cable access television
DTH: Direct to Home (broadcast service)
MMDS: Multichannel Multipoint Distribution Service (wireless
CATV)
N/a: Not applicable or not available
PoP: Point of presence
SME: Small/medium enterprise (generally less than 250
employees)
SOHO: Small office/home office
VOIP: Voice over Internet Protocol
WLL: Wireless local loop (generally used to describe narrowband
services that offer telephony in hard to reach areas)
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Introductory Overview
The process of liberalization in European telecoms markets,
coupled with technology advances such as the Internet and
mobile services, is causing enormous changes in the industry.
IDC estimates that the total European fixed telephony market –
including member states, Norway and Switzerland, and
candidate countries, will reach 136 billion Euros by the end of
2001. Mobile revenues for those countries will yield 99 billion
Euros for the same period, indicating how in just a few years
mobile services have accounted for a large part of many
countries’ economies. At the same time, every country, large and
small, is experiencing growth in Internet use, beginning to offer
broadband services, and seeing businesses move to higher
bandwidth data connections. Rates of increase in these services
vary widely, particularly among candidate countries, but the
common thread amongst all is that the telecoms sector is a
primary target for foreign investment and deemed crucial for
economic growth. The challenge to European regulators is now
to ensure that their actions guide that growth and ensure fair
levels of competition while at the same time making it
economically possible for incumbents to continue to operate.
The current economic downturn now in full swing in telecoms
markets worldwide is forcing widespread consolidation in the
industry. Operators, both established and new, which are
dependent on capital markets and venture capital for financing
have found it vastly more difficult to continue operations, and
many have declared bankruptcy in the last few months. Most of
these have been in the wholesale, ISP, BFWA, and fixed telephony
provider space. Examples in Europe include local subsidiaries of
BFWA operators Formus and Firstmark, fixed operator RSL
Com, and ISP PSINet. The local operations have either shut
down entirely or been rescued by local investors and operators.
As the downturn began in the US and has been more severe
there in Europe, US investments in the European telecom sector
have dropped as a result: Formus, Firstmark, RSL Com, and
PSINet were all US companies, and are only a few out of multiple
examples.

Foreign Investment in European Telecoms Markets
The European telecoms markets are characterized more and
more by increasing levels of direct foreign investment. Most of
this investment comes from European countries, and to a lesser
degree from investors from the US. Asian investors are rare and
only from China, Singapore and Japan, with a focus primarily on
the mobile sector. The following tables show foreign investment
in the operators profiled in this report. The number of operators
profiled is not exhaustive, but represents those that IDC
considers to be the main players in their respective service
categories.
Table I-1 shows which countries are the largest investors in each
fixed telecom market in Member States plus Norway and
Switzerland, while Table I-2 shows which countries are the

A IDC

-9-

HT04B

largest investors in those markets for Candidate countries.
Tables I-3 and I-4 show the same for mobile markets in the two
country groups.
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Table I-1
Foreign Investment in Member States Plus Norway and Switzerland: Fixed Telephony Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

A

None

None

None

None

B

Cegedel

Cegecom

100%

L

Codenet

Coditel

100%

L

DK

TDC

Belgacom

50%*

B

FIN

None

None

None

None

F

France Telecom

Casema

100%

NL

France Telecom

Deutsche Telekom

2%

D

France Telecom

Infostrada

27%

I

France Telecom

Sonae.com

43%

P

France Telecom

Uni2

100%

E

France
Telecom/Wanadoo

Freeserve

100%

UK

Deutsche Telekom

Club Internet

100%

F

Deutsche Telekom

Siris

100%

F

Mannesmann

Tele.ring

54%

A

EL

None

None

None

None

IRL

None

None

None

None

I

Telecom Italia

AUNA

20%

E

Telecom Italia

9Telecom

97%

F

Telecom Italia

bbned

100%

NL

Telecom Italia

Bouygues Telecom

11%

F

Telecom Italia

Telekom Austria

30%

A

Tiscali

LibertySurf

100%

F

Tiscali

Planet Interkom

100%

D

Tiscali

Tiscali Denmark

100%

DK

L

None

None

None

None

NL

Grapes
Communications

Grapes Spain

100%

E

Grapes
Communications

Grapes Hellas

100%

EL

KPN

eircom

21%

IRL

KPN

KPN Belgium

100%

B

KPN

KPN Luxembourg

100%

L

UPC

Primacom

26%

D

P

BPN Banexi

Bouygues Telecom

6%

F

E

Jazztel

Jazztel Portugal

100%

P

Jazztel

T-Online

1%

D

Telefonica

Atlanet

33%

E

Song

Song Finland

100%

FIN

Tele2

Tele2 Denmark

100%

DK

Member States

D

S
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Table I-1
Foreign Investment in Member States Plus Norway and Switzerland: Fixed Telephony Market
Owning Country

UK

Company Name

Owned Company

% Share

Owned Company
Country

Telia

eircom

14%

IRL

Telia

Telia Denmark

100%

DK

BT

Albacom

45%

I

BT

BT Ignite Netherlands

100%

NL

BT

BT Ignite Belgium

100%

B

BT

BT Comunicaciones

100%

E

BT

Esat

100%

IRL

BT

Viag Interkom

100%

D

Colt

Colt France

100%

F

Colt

Colt Germany

100%

D

Colt

Colt Italy

100%

I

Dixons

Wanadoo

13%

F

Easynet

Easynet France

100%

F

NTL

Lyonnaise Cable/Noos

27%

F

NTL

NTL Ireland

100%

IRL

NTL

B2

N/a

S

Stentor

Stentor Ireland

100%

IRL

Telenor

Magnet/Nextra

100%

A

Telenor

Nextra Germany

100%

D

NO and SWI
NO

Telenor

Telenordia

100%

S

SWI

Swisscom

UTA

50%

A

Candidate Countries

None

None

None

None

Singapore Telecom

Belgacom

50%*

B

Canada

None

None

None

None

US

AOL

AOL UK

100%

UK

AOL

AOL Germany

100%

D

AOL

AOL France

100%

F

Callahan Associates

NC Numericable

28%

F

Callahan Associates

Telenet

55%

B

Goldman Sachs

Netscalibur

10%

UK

Interoute

Spirit Telecom

100%

IRL

Liberty Media

Chorus

50%

IRL

Microsoft

Telewest

29%

UK

Microsoft

UPC

7%

NL

United GlobalCom

UPC

n/a

NL

Morgan Stanley

Netscalibur

75%

UK

SBC

Belgacom

50%*

B

SBC

TDC Switzerland

42%

DK

Asia
Singapore
North America
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Table I-1
Foreign Investment in Member States Plus Norway and Switzerland: Fixed Telephony Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Spaincom

Cableuropa/ONO

48%

E

Source: IDC, 2001
*TDC, SBC, and Singapore Telecom are a consortium which has 50% in Belgacom.
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Table I-2
Foreign Investment in Candidate Countries: Fixed Telephony Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Member States
A

None

None

None

None

B

None

None

None

None

DK

TDC

Ceske
Radiokomunikace

51% *

CZ

TDC

Contactel

50%

CZ

TDC

HTCC

20%

HU

Sonera

Eesti Telekom

23%

EE

Lattelekom

49%

LV

Lithuania Telecom

30%

LT

France Telecom

TP SA

25%

PL

Vivendi Holding

Elektrim
Telekomunikacja

49%

PL

Vivendi Holding

Vivendi Telecom
Hungary

100%

HU

Deutsche Telekom

Matav

59%

HU

Deutsche Telekom

Slovak Telecom

51%

SK

RWE Telliance

Aliatel

40%

CZ

RWE Telliance

Novacom

50%

HU

EL

OTE

RomTelecom

35%

RO

IRL

eTel Group

eTel

100%

CZ

I

None

None

None

None

L

None

None

None

None

NL

KPN

Cesky Telecom

33%

CZ

FIN

F

D

KPN

PanTel

75%

HU

P

None

None

None

None

E

None

None

None

None

S

Tele2

Tele2 Lithuania

100%

LT

Telia

Eesti Telekom

24%

LT

Lithuania Telecom

30%

LT

Netia

48%

PL

None

None

None

None

NO

None

None

None

None

SWI

None

None

None

None

Candidate Countries

None

None

None

None

Asia

None

None

None

None

US

Citizens Utilities

HTCC

17%

HU

UK
NO and SWI

Source: IDC, 2001
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Table I-3 shows foreign investment in the mobile markets of
member states plus Norway and Switzerland, while Table I-4
shows these for Candidate countries.
Table I-3
Foreign Investment in Member States Plus Norway and Switzerland: Mobile Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Member States
A

None

None

None

None

B

None

None

None

None

DK

TDC

Ben

15%

NL

TDC

ONE

15%

A

TDC

TDC Switzerland

79%

SWI

FIN

None

None

None

None

F

France Telecom

Wind

27%

I

France Telecom

Dutchtone

86%

NL

France Telecom

ONE

18%

A

France Telecom

Optimus

20%

P

France Telecom

Orange UK

100%

UK

France Telecom

Orange Denmark

54%

DK

France Telecom

Panafon-Vodafone

3%

EL

Deutsche Telekom

Ben

50%

NL

Deutsche Telekom

max.mobil

100%

A

Deutsche Telekom

One 2 One

100%

UK

E.ON

ONE

50%

A

EL

None

None

None

None

IRL

None

None

None

None

I

Telecom Italia

STET Hellas

58%

EL

Telecom Italia*

Mobilkom

25% plus 1 share

A

Telecom Italia**

Amena

N/a

E

L

None

None

None

None

NL

KPN

E-Plus

78%

D

KPN

KPN Orange

100%

B

P

None

None

None

None

E

None

None

None

None

S

Tele2

Tango

100%

L

Telia

Netcom

100%

NO

BT

Blu

21%

I

BT

Esat Digifone

100%

IRL

BT

Viag Interkom

100%

D

Vodafone

Airtel

92%

ES

Vodafone

Eircell

100%

IRL

Vodafone

Europolitan-Vodafone

71%

S

Vodafone

Libertel-Vodafone

70%

NL

D

UK

A IDC
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Table I-3
Foreign Investment in Member States Plus Norway and Switzerland: Mobile Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Vodafone

Mannesmann

100%

D

Vodafone

Omnitel-Vodafone

77%

I

Vodafone

Panafon-Vodafone

53%

EL

Vodafone

Proximus

25%

B

Vodafone

SFR

15%

F

Vodafone

Swisscom NATEL

25%

SWI

Vodafone

Telecel

51%

P

Wr Com Enterprises

Cosmote

7%

EL

Telenor

Cosmote

18%

EL

Telenor

ONE

18%

A

Telenor

Sonofon

51%

DK

SWI

None

None

None

None

Candidate Countries

None

None

None

None

Japan

NTT DoCoMo

KPN Mobile

15%

NL

China

Distacom

Blu

10%

I

Canada

None

None

None

None

US

Bell South

E-Plus

22%

D

Bell South

Sonofon

46%

DK

Verizon

Omnitel-Vodafone

23%

I

Verizon

STET Hellas

20%

EL

Walter Group

Meteor

10%

IRL

Western Wireless

Meteor

60%

IRL

WSB

Mobistar

51%

B

NO and SWI
NO

Asia

North America

Source: IDC, 2001
*An investment vehicle called STET Mobile Holding is the holder of the Telecom Italia stake. Telecom Italia also owns a stake in
Mobilkom indirectly through its 28.9% ownership of Telekom Austria, which has 75% of Mobilkom.
**Telecom Italia does not have a direct share in Amena, but rather a 29% share in AUNA, the holding company that owns
97.9% of Amena.
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Table I-4
Foreign Investment in Candidate Countries: Mobile Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Member States
A

Mobilkom Austria

Si.Mobil

49%

SL

B

None

None

None

None

DK

TDC

Bite GSM

100%

LT

FIN

Sonera

LMT

24%

LV

Sonera

Omnitel

22%

LT

Sonera

Turkcell

37%

TR

Elisa

Radiolinja Eesti

100%

EE

France Telecom

Centertel

34%

PL

France Telecom

Globtel

64%

SK

France Telecom

Mobil Rom

51%

RO

Deutsche Telekom

PTC

22%

PL

Deutsche Telekom

Radiomobil

53%

CZ

Deutsche Telekom

Westel Mobil

49%

HU

Deutsche Telekom

Westel Radiotelefon

49%

HU

RWE Telliance

VRAM

20%

HU

EL

OTE

Cosmorom

N/a

RO

IRL

None

None

None

None

I

STET Mobile Holding

Radiomobil

7%

CZ

Telecom Italia

IsTIM

49%

TR

L

None

None

None

None

NL

None

None

None

None

P

None

None

None

None

E

None

None

None

None

S

Telia

LMT

24%

LV

Telia

Omnitel

22%

LT

Vodafone

Mobifon

20%

RO

Vodafone

VRAM

50%

HU

Vodafone

Maltacom

80%

MT

NO

Telenor

Pannon GSM

100%

HU

SWI

None

None

None

None

Candidate Countries

None

None

None

None

Asia

None

None

None

None

US

AT&T Wireless
Services

Eurotel

24%

CZ

AT&T Wireless
Services

Eurotel

20%

SK

Motorola

Omnitel

35%

LT

Verizon

Eurotel

24%

CZ

F

D

UK

NO and SWI

A IDC
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Table I-4
Foreign Investment in Candidate Countries: Mobile Market
Owning Country

Company Name

Owned Company

% Share

Owned Company
Country

Verizon

Eurotel

20%

SK

Western Wireless

Western Wireless
Slovenia

100%

SL

Source: IDC, 2001
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Fixed Telephony Services
Table I-5 shows PSTN/ISDN population penetrations in member
states plus Norway and Switzerland, while Table I-6 shows those
penetration rates in candidate countries. The data show that the
average fixed penetration for member states are 62% and 66% in
2000 and 2001, while those penetrations for candidate countries
are 36% and 37% respectively. It is important to note that a
significant proportion of member state fixed penetration rates
are due to ISDN channels, particularly in Norway, Germany, and
the Netherlands.
Table I-5
PSTN/ISDN Population Penetration
Member States Plus Norway and Switzerland
2000

2001

A

51%

54%

B

53%

56%

DK

71%

75%

FIN

64%

66%

F

62%

63%

D

63%

65%

EL

57%

61%

IRL

49%

52%

I

51%

54%

L

103%

114%

NL

68%

73%

P

42%

44%

E

46%

48%

S

69%

70%

UK

58%

59%

NO

81%

86%

SWI

73%

78%

AV MS

60%

64%

AVG +NO, SWI

62%

66%

Source: IDC, 2001
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Table I-6
PSTN/ISDN Population Penetration
Candidate Countries
BG

2000

2001

35%

35%

CY

60%

60%

CZ

38.7%

39.4%

EE

38%

38%

HU

36%

35%

LV

31%

32%

LT

32.6%

33.0%

MT

53%

53%

PL

29%

30%

RO

17%

17%

SK

31.7%

32.2%

SL

40%

41%

TR

28%

29%

AV CAN

36%

37%

Source: IDC, 2001
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Tables I-7 and I-8 give household penetrations for member states
and candidate countries. The penetration rates exceed 100% for
countries with high ISDN usage as well as use of more than one
line per household.
Table I-7
PSTN/ISDN Household Penetration
Member States Plus Norway and Switzerland
2000

2001

A

93%

96%

B

98%

102%

DK

94%

97%

FIN

92%

94%

F

109%

108%

D

107%

109%

EL

95%

96%

IRL

93%

95%

I

93%

96%

L

196%

221%

NL

114%

120%

P

105%

107%

E

105%

108%

S

100%

100%

UK

104%

105%

NO

136%

145%

SWI

111%

117%

AV MS

107%

110%

AVG +NO, SWI

109%

113%

Source: IDC, 2001
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Table I-8
PSTN/ISDN Household Penetration
Candidate Countries
2000

2001

BG

83%

83%

CY

102%

102%

CZ

72%

72%

EE

71%

70%

HU

77%

73%

LV

72%

71%

LT

77%

76%

MT

101%

101%

PL

69%

72%

RO

46%

46%

SK

66%

66%

SL

n/a

n/a

TR

n/a

n/a

76%

76%

AV CAN
Source: IDC, 2001
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Tables I-9 and I-10 show PSTN/ISDN revenues for member states
and candidate countries. Revenues for member states will reach
121 billion Euros in 2001, while for candidate countries they will
hit 11 billion Euros in that year.
Table I-9
PSTN/ISDN Revenues (Million Euro)
Member States Plus Norway and Switzerland
2000

2001

A

2,872

2,911

B

3,548

3,517

DK

1,784

1,826

FIN

1,728

1,791

F

19,659

20,298

D

25,172

25,991

EL

2,460

2,533

IRL

1,390

1,461

I

14,613

15,005

L

567

589

NL

6,818

7,012

P

2,401

2,471

E

10,165

10,859

S

3,606

3,604

UK

21,352

21,695

NO

1,884

1,960

SWI

4,317

4,205

TOT MS

118,135

121,563

TOT +NO, SWI

121,464

124,817

Source: IDC, 2001
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Table I-10
PSTN/ISDN Revenues (Million Euro)
Candidate Countries
2000

2001

BG

369

415

CY

14

15

CZ

907

909

EE

155

158

HU

1,016

980

LV

244

250

LT

224

231

MT

n/a

n/a

PL

3,052

3,174

RO

759

769

SK

338

333

SL

259

280

TR

3,995

3,590

TOT CAN

11,333

11,104

Source: IDC, 2001
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Tables I-11 to I-13 show retail leased line connections, total and
by analogue and digital percentages. These are leased lines used
by businesses either to carry voice or data traffic. Total leased
lines are hitting a plateau or declining in more advanced
countries, as analogue leased lines are decommissioned and
users move to higher-bandwidth digital leased lines.
Table I-11
Retail Leased Line Connections (000s)
Member States Plus Norway and Switzerland
2000

2001

A

29

29

B

69

70

DK

39

36

FIN

31

30

F

190

187

D

253

237

EL

6

6

IRL

23

23

I

163

160

L

3

4

NL

105

98

P

29

28

E

77

80

S

54

51

UK

283

266

NO

34

32

SWI

88

86

TOT MS

1,353

1,305

TOT +NO, SWI

1,476

1,423

Source: IDC, 2001
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Table I-12
Retail Leased Line Connections (000s)
Candidate Countries
2000

2001

BG

20.3

21.2

CY

0.8

0.8

CZ

14.6

15.5

EE

3.0

3.7

HU

25.6

28.3

LV

1.7

1.7

LT

3.8

4.4

MT

0.5

0.6

PL

44.4

51.4

RO

40.1

41.1

SK

9.16

9.24

SL

7.4

9.0

TR

15.4

15

TOT CAN

187

202

Source: IDC, 2001
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Table I-13
Retail Leased Line Connections, % Analogue and Digital
Member States (2001)
Analogue

Digital

A

46%

54%

B

19%

81%

DK

52%

48%

FIN

23%

77%

F

33%

67%

D

64%

36%

EL

46%

54%

IRL

63%

37%

I

36%

64%

L

20%

80%

NL

58%

42%

P

49%

51%

E

21%

79%

S

37%

63%

UK

37%

63%

NO

52%

48%

SWI

32%

68%

AVG MS

40%

60%

AVG +NO, SWI

40%

59%

Source: IDC, 2001
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Table I-14
Leased Line Connections, % Analogue and Digital (2001)
Candidate Countries
Analogue

Digital

BG

90%

10%

CY

57%

43%

CZ

58%

41%

EE

27%

73%

HU

50%

50%

LV

29%

76%

LT

45%

55%

MT

57%

43%

PL

63%

37%

RO

83%

17%

SK

60%

40%

SL

46%

54%

TR

61%

39%

AVG CAN

65%

35%

Source: IDC, 2001

Mobile Services
Mobile Virtual Network Operators (MVNOs)
MVNOs are starting to find their way into the mobile markets
bringing in a new dimension to competition, as they give users
more choice between operators and services and typically have a
shorter time to market.
However, MVNOs currently play only a marginal role in most
member states and candidate countries. IDC only considers
operators who are involved in network management in some
form, in addition to providing the service, as an MVNO. There
are very few operators in Europe who do this; of those MVNOs,
the only one providing any real competition is Virgin in the UK.
Currently, most mobile operators own their own infrastructure,
but the high costs of 3G network buildout and lack of investment
is showing this model may not be sustainable for much longer.
IDC expects that there will be service provider consolidation in
Europe so that there will be fewer owners of infrastructure.
Therefore, it is very likely that the incumbents as well as other
mobile operators will see a strong competition from the MVNOs
across Europe as the mobile market moves toward being more
similar to the fixed line market, with a few holders of
infrastructure that give network access to competitors. Some
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will be of a highly international nature in order to take
advantage of economies of scale, as Virgin currently does
through its agreements with mobile operators in both Asia and
USA.
There is another type of mobile operator now appearing in
Europe, which is a small scale operator that rents capacity on
existing mobile networks to serve a specific client base. An
example of this type is a bank in Switzerland which wants to
offer its customers a mobile service with its brand in order to
encourage loyalty. This is only now available in a few countries,
such as Denmark and Switzerlands, but IDC expects it will
become more commonplace due to the expense of building
mobile networks. However, IDC does not consider an air-time
reseller of this type an MVNO.
Mobile Number Portability
When discussing increased competition in the mobile markets,
the mobile number portability is of high importance as well.
Several European markets already have this possibility in place
even though there have been countless delays and 'child diseases'
in the making. Overall, the interest from users is high with
thousands of monthly changes in each country. By the end of
2002 the European market in general is likely to have
widespread possibilities for mobile number portability.
Tables I-15 and I-16 show mobile penetration rates for member
states and candidates. Note that some candidate countries, such
as Slovenia and the Czech Republic, are reaching mobile
penetration levels near the member state average.
Table I-15
Mobile Population Penetration
Member States Plus Norway and Switzerland

A IDC

2000

2001

A

74%

86%

B

49%

70%

DK

62%

75%

FIN

78%

86%

F

49%

63%

D

55%

78%

EL

56%

68%

IRL

61%

76%

I

70%

84%

L

41%

78%

NL

66%

80%

P

42%

44%

E

60%

74%

S

70%

81%

UK

63%

81%
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Table I-15
Mobile Population Penetration
Member States Plus Norway and Switzerland
2000

2001

NO

73%

76%

SWI

64%

74%

AV MS

60%

75%

AVG +NO, SWI

61%

75%

Source: IDC, 2001
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Table I-16
Mobile Population Penetration
Candidate Countries
2000

2001

BG

8%

13%

CY

40%

45%

CZ

42%

61%

EE

37%

54%

HU

30%

46%

LV

16%

23%

LT

14%

22%

MT

24%

44%

PL

18%

26%

RO

11%

16%

SK

21%

37%

SL

57%

71%

TR

24%

27%

AV CAN

26%

37%

Source: IDC, 2001
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Tables I-17 and I-18 show mobile revenues. Note that for some
countries these revenues are equal or exceeding fixed line
revenues.
Table I-17
Mobile Revenues (Million Euro)
Member States Plus Norway and Switzerland
2000

2001

A

1,945

2,450

B

1,832

2,640

DK

1,047

1,277

FIN

889

1,200

F

8,209

11,060

D

13,014

19,350

EL

1,389

1,745

IRL

712

986

10,250

13,000

I
L

N/a

N/a

NL

3,486

4,445

P

2,401

2,471

E

6,042

7,875

S

2,200

2,725

UK

11,309

15,350

NO

1,025

1,195

SWI

2,132

2,850

TOT MS

64,725

86,574

TOT + NO, SWI

65,937

88,169

Source: IDC, 2001
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Table I-18
Mobile Revenues (Million Euro)
Candidate Countries
2000

2001

BG

201.6

319.2

CY

n/a

n/a

CZ

1,094

1,634

EE

150

200

HU

851

1,242

LV

140

180

LT

155

235

MT

n/a

n/a

PL

1,979

2,666

RO

574

749

SK

255

369

SL

260

265

TR

3,789

3,250

TOT CAN

9,449

11,109

Source: IDC, 2001

CATV Infrastructure
In liberalized telecoms markets, CATV networks can be used to
deliver telephony and broadband Internet access if they have
been upgraded to handle bi-directional traffic. While only
portions of the more heavily-cable countries have had these
upgrades, the fact that there is a last-mile connection owned
other than the incumbent offers potential for competition in the
local loop.
Tables I-19 and I-20 show that on average, 62% of European
households are passed by CATV networks. This is not a weighted
average, however, and does not give the complete picture. Some
countries have nearly universal CATV coverage, such as Belgium
and the Netherlands, while others have barely any CATV at all,
such as Italy and Greece. In addition, while candidate countries
have nearly the same average as that for member states, many
CATV networks in those countries are over dilapidated
infrastructure and serve only a few hundred users, such as
apartment blocks.
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Table I-19
Households Passed by CATV Networks as a % of Total
Households
Member States Plus Norway and Switzerland
2000

2001

A

33%

35%

B

93%

112%

DK

55%

65%

FIN

36%

36%

F

36%

39%

D

67%

70%

EL

0%

0%

IRL

77%

92%

I

1%

1%

L

95%

95%

NL

87%

94%

P

77%

81%

E

59%

71%

S

53%

63%

UK

55%

60%

NO

62%

66%

SWI

76%

82%

AV MS

55%

61%

AVG +NO, SWI

57%

62%

Source: IDC, 2001
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Table I-20
Households Passed by CATV Networks as a % of Total
Households
Candidate Countries
2000

2001

BG

61%

62%

CY

0%

0%

CZ

39%

40%

EE

61%

64%

HU

95%

97%

LV

74%

77%

LT

40%

42%

MT

149%

152%

PL

63%

65%

RO

48%

49%

SK

60%

63%

SL

78%

80%

TR

12%

13%

AV CAN

60%

62%

Source: IDC, 2001
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Table I-21
CATV Subscriber Population Penetration
Member States plus Norway and Switzerland
2000

2001

A

13%

13%

B

16%

23%

DK

27%

32%

FIN

0%

0%

F

5%

5%

D

28%

31%

EL

0%

0%

IRL

17%

18%

I

0%

0%

L

27%

29%

NL

31%

33%

P

11%

13%

E

11%

12%

S

21%

24%

UK

8%

9%

NO

20%

24%

SWI

20%

22%

AVG MS

14%

16%

TOT +NO, SWI

15%

17%

Source: IDC, 2001
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Table I-22
CATV Subscriber Population Penetration
Candidate Countries
2000

2001

BG

12%

12%

CY

0%

0%

CZ

8%

8%

EE

15%

15%

HU

20%

20%

LV

14%

15%

LT

6%

7%

MT

21%

23%

PL

12%

12%

RO

14%

15%

SK

11%

12%

SL

16%

16%

TR

2%

2%

AVG CAN

12%

12%

Source: IDC, 2001
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Internet and Broadband Services
Table I-23 shows the existence of subscription-free and
unmetered Internet access services in member states. Tables I24and I-25 show total Internet connections, while Tables I-26
and I-27 show percentages of connections that are consumer or
business.
Table I-23
Types of Dial-up Internet Access in Member States plus
Norway and Switzerland
Country

ISP Charge

PSTN Charge

Subscription-Free

Unmetered

Incumbent

Alt. Op

Incumbent

Alt. Op

Austria

Yes

Yes

Yes

Yes

Belgium

Yes

Yes

No

Yes

Denm ark

Yes

Yes

No

No

Finland

No

Yes

No

No

France

Yes

Yes

No

Yes

Germany

Yes

Yes

No

Yes

Greece

No

No

No

No

Ireland

No

Yes

Yes

No

Italy

Yes

Yes

Yes

Yes

Luxembourg

No

No

Yes*

Yes**

Netherlands

Yes

Yes

No

Yes

Portugal

Yes

Yes

Yes

Yes

Spain

Yes

Yes

No

No

Sweden

Yes

Yes

No

No

UK

Yes

Yes

Yes

Yes

Norway

Yes

Yes

No

Yes

Switzerland

Yes

Yes

Yes

Yes

Member States

Norway and Switzerland

Source: IDC, 2001
*Weekend flat rate
**Offer for one month only.
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Table I-24
Internet Connections (000s)
Member States Plus Norway and Switzerland
2000

2001

A

928

1,240

B

1,021

1,446

DK

1,182

1,497

FIN

724

897

F

4,572

6,910

D

9,733

13,929

EL

295

457

IRL

184

263

I

3,342

4,928

L

50

70

NL

2,203

2,809

P

393

592

E

2,015

2,999

S

2,162

2,632

UK

9,132

12,224

NO

903

1,146

SWI

954

1,333

TOT MS

37,936

52,893

TOT +NO, SWI

39,793

55,372

Source: IDC, 2001
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Table I-25
Total Internet Connections (000s)
Candidate Countries
2000

2001

BG

101

131

CY

n/a

n/a

CZ

319

439

EE

64

112

HU

207

317

LV

25

49

LT

54

86

MT

n/a

n/a

PL

970

1,344

RO

123

184

SK

81

110

SL

101

131

TR

1,924

2,621

TOT CAN

3,969

5,524

Source: IDC, 2001
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Table I-26
Internet Connections by Consumer and Business, 2001
Member States Plus Norway and Switzerland
Cons

Bus

A

83%

17%

B

76%

24%

DK

87%

13%

FIN

85%

15%

F

83%

17%

D

79%

21%

EL

67%

33%

IRL

81%

19%

I

74%

26%

L

76%

24%

NL

85%

15%

P

64%

36%

E

67%

33%

S

91%

9%

UK

81%

19%

NO

87%

13%

SWI

85%

15%

AV MS

79%

21%

AVG +NO, SWI

79%

21%

Source: IDC, 2001
Note: Splits for 2000 are nearly identical and are therefore not included.
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Table I-27
Internet Connections by Consumer and Business, 2001
Candidate Countries
Cons

Bus

BG

39%

61%

CY

0.35

0.65

CZ

35%

65%

EE

75%

25%

HU

38%

62%

LV

58%

42%

LT

83%

17%

MT

0.58

0.42

PL

39%

61%

RO

31%

69%

SK

21%

79%

SL

75%

25%

TR

69%

31%

AVG CAN

50%

50%

Source: IDC, 2001
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Tables I-28 and I-29 show consumer Internet household
penetrations.
Table I-28
Consumer Internet Household Penetration
Member States Plus Norway and Switzerland
2000

2001

A

24%

32%

B

19%

27%

DK

35%

45%

FIN

27%

34%

F

16%

24%

D

20%

29%

EL

5%

8%

IRL

13%

18%

I

12%

17%

L

26%

37%

NL

28%

36%

P

8%

12%

E

11%

16%

S

49%

60%

UK

31%

42%

NO

41%

52%

SWI

23%

32%

AV MS

22%

29%

AVG +NO, SWI

23%

31%

Source: IDC, 2001
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Table I-29
Consumer Internet Household Penetration
Candidate Countries
2000

2001

BG

1%

2%

CY

n/a

n/a

CZ

3%

4%

EE

8%

14%

HU

2%

3%

LV

2%

3%

LT

3%

5%

MT

n/a

n/a

PL

3%

4%

RO

1%

1%

SK

1%

1%

SL

11%

14%

TR

7%

10%

AVG CAN

4%

6%

Source: IDC, 2001
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Broadband Services
This section covers broadband services. While this is a fast
growing market, Table I-30 shows that it is in its infancy in
Europe, for the average population penetration for broadband in
member states is under 2%. Penetration rates for candidate
countries are not provided as they are mostly below 1%.
However, the different technologies in use, particularly DSL and
cable modems, coupled with continuing growth in Internet use,
point to a future of broadband increases in all countries.
Table I-30
Total Broadband Connections
Member States Plus Norway and Switzerland
2000

2001

A

116

254

B

190

354

DK

77

189

FIN

24

58

F

416

1027

D

301

1549

EL

0

5

IRL

0

10

I

48

363

L

0

0

NL

218

473

P

17

41

E

61

343

S

67

304

UK

64

763

NO

28

140

SWI

35

145

TOT MS

1,599

5,733

TOT +NO, SWI

1,662

6,018

Source: IDC, Q1 2001
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Table I-31
Total Broadband Connections
Candidate Countries
2000

2001

BG

0.0

0.0

CY

0.0

0.0

CZ

4.2

10.9

EE

10.5

21.8

HU

3.7

16.7

LV

0.9

3.0

LT

0.3

3.6

MT

0.0

0.0

PL

25.9

90.1

RO

1.4

1.9

SK

0.3

0.8

SL

10.0

12.0

TR

4.3

7.8

TOT CAN

61.5

168.6

Source: IDC, Q1 2001
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Table I-32
Broadband Connections by Technology (000s), 2001
Member States Plus Norway and Switzerland
DSL

Cable

BFWA

Fiber

A

96

155

3

0

B

103

249

3

0

DK

109

78

2

0

FIN

19

35

3

0

F

447

546

35

0

D

1,282

171

96

0

EL

5

0

0

0

IRL

2

7

1

0

I

320

2

14

27

L

0

0

0

0

NL

111

359

4

0

P

3

35

3

0

E

141

187

15

0

S

101

195

5

2

UK

350

396

16

0

NO

19

115

6

0

SWI

15

124

5

0

TOT MS

3,089

2,415

200

29

TOT +NO,
SWI

3,123

2,654

211

29

Source: IDC, Q1 2001
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Table I-33
Broadband Connections by Technology (000s), 2001
Candidate Countries
DSL

Cable

BFWA

Fiber

BG

0

0

0

0

CY

0

0

0

0

CZ

1.1

7.1

2.7

0.0

EE

18.0

2.5

1.3

0.0

HU

8.6

7.9

0.2

0.1

LV

1.9

0.7

0.4

0.0

LT

3.0

0.0

0.6

0.0

MT

0

0

0

0

PL

53.0

32.4

4.7

0.3

RO

0.0

1.2

0.6

0.1

SK

0.0

0.2

0.6

0.1

SL

8.0

0.0

1.2

0.03

TR

7.8

0.8

7

0

101.4

52.8

19.2

0.5

TOT CAN

Source: IDC, Q1 2001
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Table I-34
Broadband Population Penetration
Member States Plus Norway and Switzerland
2000

2001

A

1.4%

3.1%

B

1.8%

3.3%

DK

1.5%

3.6%

FIN

0.5%

1.1%

F

0.7%

1.7%

D

0.4%

1.9%

EL

0.0%

0.0%

IRL

0.0%

0.3%

I

0.1%

0.6%

L

0.0%

0.0%

NL

1.4%

3.0%

P

0.2%

0.4%

E

0.2%

0.9%

S

0.8%

3.4%

UK

0.1%

1.3%

NO

0.6%

3.2%

SWI

0.5%

2.0%

AV MS

0.6%

1.6%

AVG +NO, SWI

0.6%

1.8%

Source: IDC, Q1 2001
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Chapter 1
Austria
Overview
Regulatory developments
Licenses: As of August 2001, Austria had awarded nearly 500
public telecommunications licenses:
•

70 for leased lines

•

1 for Analog mobile

•

2 for GSM-1800 mobile

•

2 for dual band GSM 900/1800 mobile

•

3 for other mobile services (definition of “other” not given)

•

6 for 3G

•

2 for paging

•

67 for voice telephony.

Austria has also given out 372 licenses for “notified services”
which includes Internet access, Audiotext, and private networks.
Disputes: Following liberalization, a series of disputes ensued
over connection fees between the incumbent and newly licensed
carriers. In the end, the regulator, Telekom Control, persuaded
Telekom Austria to agree to lower interconnection fees and retail
call rates.
LLU: Local loop unbundling began officially in Austria in 1999,
but there have been numerous amendments to the directives
since then, the most recent being issued in March 2001. These
will be valid until September 2002. The additions include:
•

unbundling of parts of the local loop, or “sub-local loop
unbundling”

•

outline of the process for handing over unbundled loops to
competitive carriers co-located in incumbent exchanges

•

Space limits for co-location of equipment

•

Courses of action if there is a shortage of resources at the
exchange

•

Reduction of monthly access charges from Euro 12.35 to
EUR 11.63 until December 31, 2001, and a further reduction
to EUR 10.90 from January 1, 2002

•

Penalties for the incumbent if it fails to meet the deadlines

CPS and NP: Fixed number portability began in March 2000,
though it is not being considered at present for mobile numbers.
Carrier preselection has been in force since March 2000, and as
of April 2001, approximately 100,000 subscribers used
preselection.
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Regulatory Authority Changes: Telekom-Control served as the
Austrian telecom regulator between 1997 and March 2001. As of
April 1, 2001 RTR-GmbH takes over the functions of the
Telekom-Control Commission which remains in existence. In
addition, RTR-GmbH will also act on behalf of the new
broadcasting regulatory authority, KommAustria.
State of competition in telecoms services
Fixed Telephony, Leased Lines, and Data Services: The
incumbent has the majority market share in fixed-line telephony,
leased lines, and data services, due to its ownership of most lastmile access lines. UTA has the second largest share of the
market, with 6% of total revenues. Priority, despite its owning
access lines and not needing to pay interconnection fees, has
only a small share of 1% since it serves principally the consumer
market and is only in Vienna. Other minor players in these
markets in Austria include the global operators that serve large
companies.
Mobile: Austria has four mobile operators, two of which control
nearly 80% of the total market. The incumbent’s subsidiary has a
44% market share by subscriber. The second largest operator is
Max.mobil, with 38%, followed by ONE, with 15%. Tele.ring, the
smallest operator, has a mere 3%. There is not much service
differentiation between these operators; their market shares are
due more to when they began offering service. All three
operators also hold 3G licenses, and will find the market more
competitive when 3G services begin since two new operators,
H3G Austria and Telefonica 3G, also were awarded licenses. To
date there are no MVNOs in Austria.
Internet: In the Internet market, the incumbent is only one
player out of many, though it has the majority of DSL
connections for broadband access.
Broadband: Telekom Austria does not operate in the CATV
market and so does not compete in broadband cable. It is the
only operator offering wholesale DSL access, and has a majority
of retail DSL lines.
CATV: Austria has a CATV household penetration of 34%, but the
market is fragmented along regional lines; therefore, operators
do not compete on a national basis. One of the largest operators
is UPC-owned Telekabel in Vienna.
Ease of Entry into Telecoms Market Sectors
Fixed Telephony and Data Services, Broadband: New entrants
into the fixed line markets of voice, data, and broadband access
are constrained by lack of last-mile access alternatives besides
Telekom Austria. However, the Austrian market has become
more favorable towards alternative fixed-line operators since
liberalization, as interconnection and retail tariffs have dropped
and CPS and NP are now in place. Broadband DSL operators
must purchase wholesale access from the incumbent.
Mobile: The mobile sector now has four operators, and that will
increase to six when 3G begins. Therefore Austria is unlikely to
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provide any additional mobile licenses in the near future. There
are no MVNOs in Austria.
Internet: Entry into the Internet market is the easiest, as it does
not require applying for a license. However, since the market is
now undergoing a degree of consolidation (see Internet overview
section), it is now very competitive and there is little room for
any new ISPs.
CATV: UPC is the largest CATV operator in the country; other
operators in Austria have smaller local franchises, such as in
Linz. CATV is not an easy market to enter in Austria for this
reason, as well as the high penetration of satellite dishes in the
country (41%) used for digital television services.
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Table 1-1
Telecommunications Market Indicators: Austria
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

51%

54%

2.5%

Household penetration (%)

93%

96%

3%

% of total subs that are consumer

71%

70%

-2%

PSTN/ISDN

% of total subs that are business

29%

30%

1.6%

Total PSTN/ISDN revenues (Meuro)

2,872

2,295

1%

Population penetration (%)

74%

86%

16%

Total mobile revenues (Meuro)

1,945

2,450

26%

Total Internet connections (000)

928

1,240

34

% of connections that are consumer

82

83

% of connections that are business

17

17

Total connections (000)

1,040

1,087

4%

Total homes passed (000)

1,052

1,103

5%

Total connections (000)

116

254

120

DSL connections

38

96

154

Cable modem connections

78

155

99

BFWA connections

0

3

N/a

Total connections (000)

29.4

28.5

-3

Total analogue connections

15.5

13.2

-15

Total digital connections, of which:

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

13.9

15.3

11

Up to and including 64K

10.3

11.2

9

>64K, <2M

1.9

2.2

17

2M

1.7

1.9

14

>2M

0.02

0.02

10

Source: IDC, 2001

Public Fixed Telephony Overview
IDC estimates that the fixed telephony market in Austria will
reach 2.5 billion Euros by 2001. Foreign investors from Italy,
Switzerland, Netherlands, and Denmark account for 29% of the
market.
Table 1-2 shows providers of fixed telephony in Austria, while
Figures 1-1 to 1-3 show operator market shares.

A IDC

- 53 -

HT04B

Table 1-2
Fixed-Telephony Operator s in Austria
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Telekom Austria

National

Local, LD, ILD

Both

United Telecom Austria (UTA)

National

Local, LD, ILD

Both

Cybertron

National

Local, LD, ILD

Both

Tele.ring

National

Local, LD, ILD,
mobile

Both

UPC Telekabel

Regional

Local, LD, ILD

Mainly residential

RSLCom

Regional

Local, LD, ILD

Both

Operator

Source: IDC, 2001

Figure 1-1
Austria: Fixed-Telephony Operator Market Shares by Direct
Subscribers

4%
1%
5%
Telekom Austria
UTA
Priority
Others
90%

Source: IDC, 2001
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Figure 1-2
Austria: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

4%
1%
6%

Telekom
UTA
Tele.ring
Others

89%

Source: IDC, 2001

Figure 1-3
Austria: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

4%
1%
6%
Telekom Austria
UTA
Priority
Others

89%

Source: IDC, 2001

Overview of telecoms infrastructure
Fixed Access: Telekom Austria owns most access lines, and thus
most fixed operators lease capacity from the incumbent. Though
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there is a high degree of CATV use, most of the networks in
Austria are not digital and thus not capable of carrying voice
telephony.
CATV Access: UPC also provides telephony over its cable
networks, and serves approximately 72,000 homes with
telephony services.
Fixed-Wireless Access: There is very little BFWA in place in
Austria.
Mobile Cellular Access: All four mobile operators in Austria own
their own networks, and cover between 94-97% of the
population.

Mobile market overview
At the end of 2000, Austria had a penetration rate of 74%.
Austria licensed 6 3G licenses in November 2000. The licenses
were awarded by auction with initial pre-qualification. The
winners were Mobilkom, Max.mobil, ONE, Tele.ring, H3G
Austria, and Telefonica 3G. The Austrian regulatory authority
announced that operation should start in 2002, in line with the
rest of Europe.
The country’s mobile operators offer quite similar voice and data
services. All four operators have launched its GPRS services
while only ONE offers HSCSD to its business customers. Only
Mobilkom still offers analogue services, but the operator plans to
migrate all analogue customers to digital in the first quarter of
2002.
IDC estimates the Austrian mobile market will reach 2.3 billion
Euros in 2001. Foreign investors from Germany, Italy, Czech
Republic, Norway and Denmark account for 57% of the market.
Table 1-3 shows Austrian mobile operators, while Figures 1-4 to
1-6 show operator market shares.
Table 1-3
Mobile Operators in Austria
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Mobilkom

NMT450,
GSM900/1800

97

both

GSM1800

97

both

GSM900/1800

95

consumer

GSM1800

94

both

ONE
Max.mobil
Tele.ring
Source: IDC, 2001
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Figure 1-4
Austria: Mobile Operator Market Shares by Subscriber

3%
18%

44%

Mobilkom
Max.mobil
ONE
tele.ring

35%

Source: IDC, 2001

Figure 1-5
Austria: Mobile Operator Market Shares by Minutes of Use

4%

23%
41%

Mobilkom
Max.mobil
ONE
tele.ring

32%

Source: IDC, 2001
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Figure 1-6
Austria: Mobile Operator Market Shares by Revenues

3%
15%

Mobilkom
44%

Max.mobil
ONE
tele.ring

38%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Telekom Austria
Ownership: Telekom Austria is owned by Telecom Italia (29.8%),
the Austrian government (47.8%), and publicly traded (22.4%).
As of end-September 2001, TA’s market capitalization was 3.50
billion Euro.
Services: The incumbent operator offers voice telephony,
managed data services, retail and wholesale leased lines, and
mobile and Internet access services through subsidiaries. Since
the company’s IPO in late 2000, it has begun to take steps to
improve its profitability and competitiveness. These measures
included internal training and performance-based renumeration,
and creating an umbrella brand called Jet2Web for all of TA’s
business units.
At the end of August 2001, the company announced that it would
reorganize by separating its wholesale and retail operations,
indicating that it will be paying more attention to building up its
carriers’ carrier relationships. In addition, TA is increasing its
channels to market by now selling its products and services in
electronics shops in addition to its own outlets.
International Strategy: Telekom Austria’s international
operations are concentrated in East/Central Europe. It owns a
minority stake in GSM operators VIP-Net in Croatia and si.mobil
in Slovenia, and wholly owns a subscription free ISP in the
Czech Republic called Video Online. Since its IPO, TA has been
investing in becoming a regional hub for central Europe. In July
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2001 it completed a broadband transmission network called
European JetStream, which connects major cities in Austria, the
Czech Republic, and Germany. The company plans to expand the
network to cover Hungary, Slovakia, Croatia and Slovenia in the
next few years.
Strengths and Weaknesses: Telekom Austria’s main advantage is
in its position as the Austrian incumbent, since this status gives
it controls over most of the country’s last mile connections.
However, until its IPO TA had not adapted to competition very
well. It is still overly reliant on voice telephony and has only just
introduced new services to replace its losses in voice revenues
due to competition and tariff declines. Nonetheless, TA is moving
in the right direction by developing a more focused international
strategy and reorganizing its business units.
United Telecom Austria (UTA)
Ownership: UTA, which launched services in Austria in early
1998, is Telekom Austria’s main second-tier competitor. It is
owned by Swisscom (50% plus one share) and Vereinigte
Telekom Österreich Beteiligungs GmbH (“VTÖB”), a holding
company owned by nine Austrian regional electric utilities
(50%). UTA’s network is based on VTOB’s networks, to which it
has exclusive access.
Services: UTA offers fixed voice and data services. Among its data
services are leased lines, frame relay, ATM, and IP-VPNs. UTA also
offers DSL access.
Strengths and Weaknesses: Having access to VTOB’s network is
a major advantage of UTA, especially as it is the sole user of the
network. UTA also has an extensive array of corporate data
services which rivals Telekom Austria. However, UTA’s foreign
shareholder, Swisscom, is an incumbent operator in its home
market, and thus may have trouble approaching the Austrian
market as a second-tier operator.
Tele.ring/Mannesmann
Ownership: Tele.ring is owned by Mannesmann of Germany
(53.8%), the national railway company Österreichise
Bundesbahnen (ÖBB, 12.6%), the national grid operator
Elektrizitätswirtschaft Verbund (12.6%), and Citycom (21%).
Services: Tele.ring launched fixed-line telephony services in late
1999 and mobile services in mid-2000 after winning a GSM-1800
license.
Strengths and Weaknesses: As two of its shareholders have
rights of way as state utilities, Tele.ring has access to an
extensive national transmission network as well as access to
more than 2 million residential and business customers. It also
benefits from links with Mannesmann, which is the largest
alternative operator in Germany, and a large portion (39%) of
Austria’s cross-border traffic is with Germany.
Despite its advantages, however, Tele.ring has a very small
portion of the total telephony market in Austria.
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Priority Telecom
Ownership: Priority Telecom, a subsidiary of Telekabel of Vienna,
Austria’s largest cable TV operator, launched a fixed network
telecoms service in Vienna offering savings of up to 76% over
Telekom Austria’s rates. The services have covered all of
Telekabel’s cabled homes in the city since January 2000.
Telekabel is itself 95% owned by UPC, one of Europe’s largest
cable TV operators, while the Vienna Municipal Authority owns
the remaining 5%.
Services: Priority’s services portfolio includes broadband
Internet access over cable modems as well as telephony and
business services such as hosting and leased lines As of March
2001, the CATV network passed 922,700 homes, of which
122,600 received telephony services.
Strengths and Weaknesses: Vienna, with its population of 1.6
million, is an attractive consumer market, and Priority’s bundled
CATV/voice service will appeal to CATV subscribers looking to
save on telephony bills. However, competing on the basis of price
works only for so long in liberalized telecoms markets, and there
is little incentive for telephony subscribers not wanting CATV
services to switch to Priority. Furthermore, operating purely on
a city basis limits Priority’s potential future earnings.
Cybertron Telecom
Ownership: CyberTron’s shareholders are management and
founder (27%) and financial investors (14%). The remaining
59% of shares are free float. As of October 1, 2001, Cybertron’s
market capitalization was 21.1 million Euro.
Services: Cybertron has offered data services since 1996 and
became one of the first telecommunications companies in
Austria to obtain a full license to operate a fixed network
telephone service. In April 1999, the company also became the
first in Austria to conclude an unbundling and co-location
contract with Telekom Austria.
Cybertron offers voice, Internet access, and broadband services
to consumers and businesses and also offers business data
services such as IP VPNs.
Strengths and Weaknesses: By focusing on the business market
and improving operational efficiencies, Cybertron is meeting its
goal of achieving break-even in 2001, despite the downturn in
the telecoms market. Cybertron has also invested in building its
own transmission network and city network rings.
However, as Cybertron is partially held by public shareholders, it
is exposed to the current downturn in telecoms stocks. In
addition, the Austrian market is small and offers limited
opportunities for business expansion.
RSL Com Austria
Ownership: RSL Com Austria was established by its US parent
company RSL Com. The parent company went bankrupt in early
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2001, and etel, an Irish-owned company with stakes in
competitive service providers in Czech Republic, Hungary,
Poland, and Slovakia, purchased the Austrian subsidiary in June
of that year.
Services: RSL Com offers fixed telephony and Internet access,
primarily targeting the consumer market.
International Strategy: RSL Com is now part of a company with
a focus on Central Europe.
Strengths and Weaknesses: That RSL Com Austria has managed
to survive in a competitive market where its parent company has
failed indicates that the operator offers good services which the
market responds to. However, Telekom Austria has been
improving its competitive position both domestically and in
Central Europe since its IPO, which will make it harder for RSL
Com to compete. In addition, etel is a relatively new company
and therefore does not have a long history of monitoring cash
flows effectively, though it is managing to do so thus far.
Mobile Operators
Mobilkom
Ownership: Mobilkom Austria was launched November 1995, as
the PTA mobile radio service sector was reorganized as a profit
center. After the spin-off from the PTA on November 1st 1996 the
Mobilkom Austria AG started its operations. Telekom Austria AG
holds 75 % of the ownership, while the STET Mobile Holding NV
(Telecom Italia Group) retains 25 % plus 1 share.
Services: Mobilkom offers voice and data services for both the
consumer and the business market. Mobilkom has also recently
launched its GPRS services.
Mobilkom’s international strategy focuses on central and Eastern
Europe. Its holding in foreign operators include:
•

VIPnet Croatia – Mobilkom holds a 61% stake in the
Croatian mobile operator

•

Mobilkom Liechtenstein – a 100% subsidiary of Mobilkom
Austria

•

Teleimpuls – Mobilkom holds a 49% stake in the Ljubljana
company

•

Si.Mobil
operator

- Mobilkom holds a 49% stake in Ljubljana

Mobilkom is the leading mobile operator in Austria. However, its
market share has been declining steadily, and it has not shown
an ability to stem this trend.
Max.mobil
max.mobil was created in 1995, when Austria's entry into the
European Union resulted in the liberalization of the home
telecommunications market, and the first GSM mobile
communications license was put out for tender. At the head of
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the pack was a consortium named ÖCall. In May 1996, ÖCall was
renamed to form max.mobil. The max.mobil network was
activated on October 1, 1996.
Ownership In April 2000, Deutsche Telekom, via T-Mobil, its
mobile communications subsidiary, acquired Krone Verlag's
(AUSTRIA) 9 % stake in max.mobil, thus raising its stake in
max.mobil. to 100 %.
max.mobil offers a wide range of product and technical
innovations, including klax.max, the roaming option for private
customers; VPN, the customized virtual business network for
customers from the business sector; and company.max., a
customized service package for small and medium-sized
businesses with five or more users. max.mobil has also recently
launched its GPRS services.
Alliances and Partnerships: In June 1999 max.mobil acquired
the Austrian retail chain Niedermeyer. Later that year, max.mobil
formed a joint venture with T-Online to start Internet services in
Austria
Strengths and Weaknesses: Max.mobil is an aggressive
competitor, but has never managed to surpass Mobilkom’s
number one position in the mobile market.
ONE
ONE (Connect Austria) was launched on 26 October 1998. The
company was the first provider of nation-wide GSM 1800
technology and with noise-free voice quality by means of EFR
(enhanced full rate speech codec).
Ownership: ONE’s shareholders are E.ON 50.1% (GERMANY),
Telenor 17.45% (NORWAY), France Telecom/Orange 17.45%
(FRANCE) and TDC 15% (DENMARK)
Services: ONE offers GPRS, HSCSD, Internet services, fixedmobile convergence, and corporate services.
Partnerships: ONE has a trial partnership with Coca-Cola to
allow ONE mobile customers buy drinks from the Coca-Cola
vending machines using cashless mobile payments.
Strengths and Weaknesses: Connect has been innovative in
introducing new products, but suffers from a lack of strategic
direction, possibly due to its diverse shareholder base.
Tele.ring
Tele.ring, the smallest mobile operator in Austria, started its
operation in May 2000.
Ownership: The company, which used to be a 100% subsidiary of
the Vodafone Group (UK) was recently sold to Western Wireless
(USA) which takes full control (100%) of the small mobile
operator.
Services: tele.ring offers voice and data services for both the
consumer and business market. These include SMS, WAP, email,
roaming.
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Internet market overview
Despite the fact that competition in the telecoms market in
Austria had a slow start, the market share of the incumbent is
not as large as in other European countries. The nine largest
Austrian ISPs have a market share of 74%, of which the Internet
subsidiary of Telekom Austria has around 26%. The rest is split
between around 200 small regional and local ISPs. The Austrian
market is likely to experience a high level of consolidation in
2001; new entrants are launching services in niche markets with
the aim of being acquired. For example,. in November 2000,
business ISP Netway was acquired by Telekom Austria for its 250
large corporate customers.
Subscription-free services are available for the incumbent and
competing ISPs. The potential for unmetered dial access in
Austria is high as the main access method is still PSTN. The
incumbent reduced its flat-rate tariffs in July 2000 and now
provides retail and wholesale ADSL services. Only a few
operators are offering broadband DSL services in the country.
UPC’s subsidiary Chello broadband offers Internet access to
households in four major Austrian cities (Vienna, Graz,
Klagenfurt and Innsbruck) and passes around 15% of Austrian
households.
The Austrian incumbent is not an aggressive player in the
European acquisition game. Due to the geographical position of
Austria, it focuses more towards the Eastern European market.
In July 2000, Telekom Austria acquired the largest Czech
Internet provider Czech Online, with 150,000 subscribers. In
2000, Telekom Austria restructured its Internet business by
launching a new Internet service, Jet2Web.
IDC estimates that Austria will have 1,240,000 Internet access
connections at the end of 2001.
ISP Profiles
Jet2Web (AONline)
Ownership: The Internet unit of Telekom Austria was
restructured in June 2000 under the Jet2Web name. Jet2Web is
97.5% owned by Telekom Austria with the remaining 2.5% held
by Austrian broadcaster ORF. ORF also holds all the stake in
Highway 194, the marketing company of Jet2Web.
Services: Jet2Web offers all products and services under the
AONline brand name. AONline offers two dial services: a
subscription-free service (A-Online Classic) and an unmetered
service (A-Online Economy). AONline also offers ADSL services
via PSTN/ISDN. The incumbent reduced its flat-rate tariffs in
July 2000 and now provides retail and wholesale ADSL services.
AONline accounted for 298,000 business and residential
customers by the end of 2000.
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United Telecom Austria (UTA)
UTA offers Internet access services to residential and business
customers. Residential products are classified under the UTA
1002 Internet brand name.
The business service, UTA BizNet, offers a subscription dial
service for SMEs. Due to the fact that UTA is a subsidiary of
Swisscom, it has the financial background to acquire
independent ISPs. In November 2000, UTA acquired ISP Netway.
UTA has a subscriber base of 150,000 and Netway an additional
100,000.
Tele.ring
Tele.ring specializes in mobile phone services but also offers
Internet dial for SMEs and residential users. Tele.ring focuses on
the low-end dial market with no value-added services, and the
company does not have a flat-rate offer. In order to survive the
highly competitive Internet market in Austria, it needs to move
up the value chain and gain higher revenue margins. However,
the key strength of tele.ring is in mobile telecommunications
services, where it benefits from its strong parent
Vodafone/Mannesmann.
RSLCom/Nusurf
NUinternet is RSLCom Austria’s Internet product for business
and residential users. NUsurf is the subscription-free dial service
for private customers. The ISP also offers DSL; NUdsl home
targets heavy residential users and home workers.
Cybertron Telekom
CyberTron offers Internet access for business and residential
customers. The types of access Cybertron offers for businesses
are analog, ISDN or DSL; for consumers, the offers include DSL
and dial up. The company does not have any flat rate offer to
date.
Millenium Communication Network (MCN)
Millennium Communication Network (MCN) is an independent
telecom services provider offering Internet access to residential
and business customers. ZeroSurf is the subscription-free
residential Internet access service. For the business sector, MCN
offers leased line connections and DSL services.
MCN is in financial difficulties. In January 2001, it announced it
would formally apply for a settlement with creditors. In the
meantime, incumbent Telekom Austria has blocked MCN’s
access to its network, claiming MCN has not paid
interconnection fees since September 2000.
Competitor RSLCom agreed to help MCN in the meantime by
supplying connections to MCN customers if they are denied
access to Telekom Austria’s network. RSLCom revealed that it
had already been handling the majority of calls by MCN
subscribers since January 13, 2001.
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Priority Telecom
Priority Telecom offers broadband Internet access and passed
nearly one million homes in 2000. Priority Telecom offers
similar services in the Netherlands, France and Norway.
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Chapter 2
Belgium
Overview
Regulatory developments
Licenses: As of April 2001, Belgium had awarded 59 public
telephony licenses:
•

33 for voice telephony (of which 4 are for fixed-wireless
access)

•

23 for leased lines

•

1 for NMT-450 and GSM 900 service

•

1 for GSM 900 service only

•

1 for GSM 1800

In June 2000, the Belgian Institute of Post and
Telecommunications Services (BIPT) changed the way in which
it allocates new fixed-line licenses. These revisions lower the
substantial barriers to market entry that previously existed for
new operators. The key features of this revision are:
•

Business plan requirement reduced from 15 years to 5 years

•

Elimination of minimum
(previously 10 million Euro)

•

Elimination of minimum transmission link build out
(previously 500 km)

•

Elimination of compulsory contribution to independent
scientific telecoms research

•

Reduction of license issue time scale from around four
months to around six weeks

infrastructure

investment

Belgium awarded four BFWA licenses to four providers in
February 2001. Two of those providers, Formus and Winstar,
have since gone into receivership and thus have not made use of
their licenses. The remaining two licenses went to Belgacom and
to Landtel, another new carrier. The Belgian regulator has said it
may award further licenses before the end of 2001.
Disputes: Complaints to the BIPT from alternative operators
have resulted in a 20% cut in interconnection charges.
LLU: Local loop unbundling was scheduled in Belgium for
January 1, 2001.
While still very important, LLU is not as crucial to development
of broadband services in Belgium as it is in other countries due
to the very extensive cable environment and penetration rates.
The BIPT addressed the issue of LLU in March 2000, and adopted
a Royal Decree on LLU in October 2000. Operators will be
obliged to offer all three forms of access referred to in the
Commission Recommendation on unbundled access, namely full
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unbundling, shared access and bitstream access. Belgacom
announced in August 2000, that it would unbundle its local loop
in the last quarter of 2000, slightly ahead of the regulator’s
legislation. The local loop was officially unbundled in January
2001. However, as of July 2001, according to the European
Competitive Telecommunications Association (ECTA), only trial
numbers were available for DSL services via LLU in Belgium.
NP and CPS: Fixed NP was implemented in January 2000, while
mobile NP is likely to occur in 2002/2003. Carrier pre-selection
for local calls has been available since Belgacom combined local
calls and regional calls into one category in Q4 2000.
State of competition in telecoms services
The BIPT’s recent rulings on lowering interconnection fees and
moving up local loop unbundling should help to diminish
Belgacom’s remaining advantages from its days as a monopoly.
However, as Belgacom is still majority owned by the state, the
regulator does not have a strong incentive to promote
competition.
Fixed Telephony: Belgacom still controls most access lines but is
losing to the competition in revenues. Its largest domestic
competitor is BT Ignite, and CATV operators are also offering
voice over some of their networks.
Leased Lines/Managed Data Services: In the data sector,
Belgacom still serves a majority of businesses, but for companies
requiring seamless international connections, global carriers
such as Worldcom are becoming stronger.
Mobile: Belgacom owns 75% of mobile operator Belgacom
Mobile, which has a 58% share of the mobile market by
subscribers. The mobile market was not competitive until KPN
Orange launched its GSM network. The Belgian regulator in the
past has been accused of favoring the incumbent but this is
changing.
CATV: The CATV market in Belgium is highly regionalized.
Belgacom itself does not provide CATV service; instead, the
sector is dominated by regional operators partly or wholly owned
by municipal governments.
Internet: In the Internet market, Belgacom’s subsidiary Skynet
has a large influence due to its wholesale pricing scheme (see
Internet Market Overview below).
Broadband: Due to the high level of cable penetration in
Belgium, some Belgian users have access to broadband cable
services as well as DSL via Belgacom or other DSL carriers
offering Belgacom’s wholesale service. In BFWA, as half of the
original license winners are now out of business and Belgacom is
one of two existing operators, Belgacom is likely to be the key
operator in this segment as well.
Ease of Entry into Telecoms Market Sectors
Fixed Telephony: The revision in the fixed-line license award
process in mid-2000 removed substantial barriers to investing in
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the fixed telephony sector. It is now a transparent process to
apply for a telephony license in Belgium. However, since the
market has become more competitive since liberalization and
Belgacom has eliminated the category of national calls, it is
more difficult to enter the market on the basis of price. New
operators need to offer more than just cheap phone calls to gain
market share in Belgium; issues such as customer service and
value-added
services
and
promotions
(i.e.
bundled
Internet/telephony offers) will be among the choices new
operators must consider to enter this small market.
Leased Lines/Managed Data Services: Belgacom still controls
most leased lines in the country through its ownership of
infrastructure, and there are already several carriers in the
country offering national and international data services. It is
not difficult to get a license for LL/data services, but due to the
country’s small size and large international connectivity needs,
the market is now extremely competitive.
Mobile: Given the size of the country IDC believes that the
market could not sustain any further operators.
CATV: Though Belgium’s CATV market is fragmented it is still
very closely connected with local government authorities, and it
is unlikely that a new CATV would be able to receive permission
to install new cables to Belgian homes.
Internet: Entering the Internet market is straightforward as it
does not require a specific license.
Broadband: Belgacom offers a wholesale DSL service, but the
alternative operators have found the offer unacceptable since it is
not offered at prices that make it economically feasible. Also,
availability of exchanges via LLU for DSL is still problematic. It
may be possible for operators to purchase the unused BFWA
licenses to offer broadband services, but with the current market
downturn few companies have the cash flow to undertake such
as purchase.
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Table 2-1
Telecommunications Market Indicators: Belgium
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

53%

56%

3%

Household penetration (%)

98%

102%

3%

% of total subs that are consumer

71%

70%

-1%

PSTN/ISDN

% of total subs that are business

29%

30%

1%

Total PSTN/ISDN revenues (Meuro)

3,548

3,517

-2%

Population penetration (%)

49%

70%

43%

Total mobile revenues (Meuro)

1,832

2,640

44%

1,021

1,446

42

% of connections that are consumer

76

76

% of connections that are business

24

24

Total connections (000)

1,715

2,385

39%

Total homes passed (000)

3,812

4,574

20%

Total connections (000)

190

354

87

DSL connections

53

103

96

Cable modem connections

137

249

81

0

3

N/a

Total connections (000)

68.8

69.8

2

Total analogue connections

16.7

13.5

-19

Total digital connections, of which:

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

BFWA connections
Retail Leased Lines

52.1

56.3

8

Up to and including 64K

36.4

38.5

6

>64K, <2M

8.6

9.7

13

2M

7.1

8.0

13

>2M

0.1

0.1

13

Source: IDC, 2001

Public Fixed Telephony Overview
IDC estimates that the Belgian fixed telephony market will reach
3.1 billion Euros in 2001. Foreign investors from the US,
Singapore, Denmark, and the Netherlands account for 39% of
the total market.
Table 2-2 shows fixed operators in Belgium, while Figures 2-1 to
2-3 show operator market shares.
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Table 2-2
Fixed-Telephony Operator s in Belgium
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Belgacom

National

Local, LD, ILD

Both

Telenet

Regional

Local, LD, ILD

Residential

BT Belgium

National

Local, LD, ILD

Business

KPN Belgium

National

Local, LD, ILD

Business

Versatel

National

Local, LD, ILD

Business

Source: IDC, 2001

Figure 2-1
Belgium: Fixed-Telephony Operator Market Shares by Direct
Subscribers

9%

Belgacom
Others

91%

Source: IDC, 2001
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Figure 2-2
Belgium: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

19%

Belgacom
Others

81%

Source: IDC, 2001

Figure 2-3
Belgium: Fixed-Telephony Operator Market Share by Revenue
(Direct and Indirect Subscribers)

23%

Belgacom
Others

77%

Source: IDC, 2001

Overview of Access Infrastructure
Fixed Access: Belgacom owns most telephony access lines in
Belgium. Some CATV operators have also begun offering
telephony over their networks, but exact figures for this are
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unavailable as municipal cable networks are not required to
report on their operations in the same way telephony operators
are.
CATV Access: Although CATV operators pass most homes in
Belgium, only some networks are capable of handling two-way
traffic, so a majority of telephony users are still restricted to
Belgacom for fixed voice services.
Fixed-Wireless Access: Licenses were awarded for BFWA only in
February 2001, and two of the four license winners have since
gone bankrupt. Therefore, only two operators, Landtel and
Belgacom, are likely to build any BFWA infrastructure. It is
possible that Belgacom will use its BFWA links as a back up for
areas where DSL service via fixed lines is not feasible.
Mobile Cellular Access: There are three mobile operators in the
country, all of whom own their own networks. These operators
are also the holders of 3G licenses. To date, they do not allow
their networks to be used by MVNOs, but this may be due to the
fact that MVNOs do not find Belgium an attractive market due to
its small size.

Mobile market overview
In April 1999, Orange, the 50/50 joint venture between KPN and
Orange, joined the existing players in the Belgian market. In
March 2001, the company was able to cover 96% of the Belgian
population, and had also attracted 700,000 subscribers. Growth
in the Belgian market continued to increase with Mobistar
making a major contribution: the operator had as of March 2001
almost 2 million mobile subscribers. The good performance from
this operator was mainly due to the notable success of the
Optimum service. However, former incumbent Belgacom’s
mobile subsidiary Proximus continues to dominate the market
with a 58% share.
In March 2001, the Belgian government awarded 3 3G licenses
by auction to the following operators: Belgacom Mobile,
Mobistar, and KPN Orange.
The services that mobile operators offer in Belgium target both
the consumer and business markets. Mobistar and Proximus now
offer GPRS services and KPN Orange announced that they will
launch their GPRS soon. KPN orange is the only operator in
Belgium that offers HSCSD services to mobile customers.
IDC estimates the Belgium mobile market will reach 2.6 billion
Euros in 2001. Foreign investors from the UK, France and the
Netherlands will make up 40% of the total market.
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Table 2-3
Mobile Operators in Belgium
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Belgacom Mobile

GSM900

99

consumer

Mobistar

GSM900

99

both

KPN Orange

GSM1800

96

both

Source: IDC, 2001

Figure 2-4
Belgium: Mobile Operator Market Shares by Subscriber

11%

Belgacom Mobile
Mobistar

31%
58%

KPN

Source: IDC, 2001

Figure 2-5
Belgium: Mobile Operator Market Shares by Minutes of Use

13%

Belgacom Mobile
54%
33%
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Mobistar
KPN
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Figure 2-6
Belgium: Mobile Operator Market Shares by Revenues

9%

Belgacom Mobile
30%

Mobistar
61%

KPN

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Belgacom
Ownership: Belgacom is owned by the Belgian government (50%
plus one share) and an international consortium which includes
SBC, Singapore Telecom, TDC, and three Belgian financial
partners (50% minus one share). Belgacom’s market
capitalization is not known as it is not publicly traded, though
discussions on the further privatization of the operator are in
process.
Services: The incumbent operator offers voice telephony,
managed data services, retail and wholesale leased lines, and
mobile and Internet access services through subsidiaries. In
addition, Belgacom is rolling out its ADSL ’TurboLine’ service
very aggressively, and expects to achieve complete national
coverage by the end of 2001. Belgacom has also linked up with
Eutelsat to launch an internet-via-satellite service to both ISPs
and corporate customers.
International Strategy: Belgacom intends to expand into major
European markets such as France and the United Kingdom by
deploying its own DWDM equipment across its own
infrastructure, instead of having to rely on leasing agreements
with local operators.
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Strengths and Weaknesses: Belgacom’s main advantage is in its
position as the Belgian incumbent, since this status gives it
control over most of the country’s last mile connections, and the
regulator has only recently begun to enforce fairer competitive
measures.
However, Belgacom is at a disadvantage since it is still mainly a
domestic player: unlike its neighboring PTOs, Belgacom has few
international investments to make up for the decline in
traditional telephony services.
Telenet
Ownership: As of October 1999, Telenet was owned by four
organizations: the Flemish local authority-owned cable
distribution companies (35%), MediaOne International (25%),
the Flemish Regional Investment Corporation (GIMV) (20%),
and a consortium of financiers (20%).
However, MediaOne has since sold its stake, and in May 2000,
Telenet entered into exclusive negotiations with Callahan
Associates to sell 55% of its overall equity to the global
communications group. A portion of the equity will be taken
from each of the existing shareholders, thus failing to simplify
the ownership structure.
Services: Telenet is primarily a CATV provider, and is still
investing heavily in upgrading its network to operate a full range
of telephony and data services, and is continuing to further
develop a strategic focus on broadband Internet access and
digital TV services.
Telenet is a domestic company, with no current plans to expand
internationally.
Strengths and Weaknesses: Telenet passes 2.5 million
households in Belgium and serves 2.2 million subscribers, giving
it a majority share of the total CATV market. However, lack of
resolution regarding the company’s shareholder structure could
be hurting the operator in the short term.
BT Belgium
Ownership: BT Belgium is a 100% owned subsidiary of the
United Kingdom incumbent operator.
Services: BT Belgium provides the complete Concert portfolio of
international telecoms services, as well as national public
telephony services to business customers. In August 1999, it
completed the extension of its telephony network to cover the
whole of Belgium. As a subsidiary of BT, BT Belgium does not
have a calculable market capitalization.
Strengths and Weaknesses: BT Belgium has an advantage in
serving UK companies with local offices or subsidiaries in
Belgium. However, BT is currently divesting its shares in many
international ventures in order to reduce it debt load, so BT
Belgium’s future is uncertain.
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KPN Belgium
Ownership: KPN Telecom became the sole shareholder of
Unisource Belgium in November 1998. In September 1999,
Unisource Belgium was renamed KPN Belgium and its parent
reaffirmed its commitment by announcing a large investment in
the subsidiary. As a subsidiary, KPN Belgium does not have a
calculable market capitalization.
Services: KPN Belgium has become an increasingly important
provider of services to the business market in Belgium. Services
provided include voice and corporate data services such as frame
relay and leased lines.
Strengths and Weaknesses: KPN Belgium, like BT Belgium, has
the advantage of serving companies from its home country with
offices in Belgium. In addition, it can compete with Belgacom in
the provision of international data services through its link with
KPNQwest. However, KPN Belgium also faces stiff competition
from global operators such as Worldcom for the large corporate
sector.
Versatel
(see Netherlands Chapter)
Mobile Operators
Belgacom Mobile (Proximus)
Ownership: Belgacom Mobile is the leading mobile operator in
Belgium. The Proximus network already has more than
3,000,000 customers and is considered an important player in
the European market . Belgacom Mobile is a private joint-stock
company. It is a joint subsidiary of Belgacom SA which holds
75% stake and its partner, Vodafone Belgium S.A. (25%).
Services: Proximus offers voice and data services which include
WAP services, SMS and email, while it announced that its GPRS
services will be launched soon.
International Strategy: Belgacom also owns 35% stake in Ben
Nederlands, one of the five mobile operators in the Netherlands.
Strengths and Weaknesses: As the incumbent, Belgacom has
managed to retain its large market share, and can leverage
Vodafone’s expertise and pan-European coverage. However, the
operator will find it difficult to compete as the market starts to
saturate, while the other operators seek to reduce its market
share.
Mobistar
Mobistar is the second largest mobile operator in Belgium with
more than 1.9 million mobile customers.
Ownership: Mobistar is owned by WSB 50.58% (US), Public
21.44%, Financial Consortium 22.83% (BELGIUM), and Telindus
5.15% (BELGIUM). The company is also listed in the Belgium
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stock exchange, and had a market capitalization of 742 million
Euro at end-September 2001.
Services: Mobistar offer mobile and fixed services which include
WAP, SMS, and voice services. The company has also recently
launched its GPRS services.
International Strategy: The company has several alliances
internationally through its main shareholder France Telecom.
Mobistar is also in partnership with Equant in the fixed services
front.
Strengths and Weaknesses: Mobistar competes effectively with
Belgacom, particularly in fixed-mobile convergent services and
the corporate market. However, it has a large proportion of prepaid customers, which has led to falling ARPUs. In addition,
Mobistar is losing market share to KPN Orange.
KPN Orange
Ownership: KPN Orange is a 100% subsidiary of KPN Mobile of
Netherlands and became operational in September 1999.
Services: KPN Orange is a GSM1800 operator and was the first
to launch HSCSD (High Speed Data) in Belgium. The operator
also offers WAP services.
International Strategy: KPN Orange enjoys the synergy benefits
offered within the KPN Mobile group. The company has
international relations through its associated companies in the
Netherlands (KPN Mobile), Belgium (KPN Orange) and Germany
(E-Plus).
Strengths and Weaknesses: KPN will be allowed to keep the
strong Orange brand name until 2002, and has ownership of the
mass market as its competitors target more high-end users.
However, its competitors will increasingly target the mass
market as the high-end user market becomes saturated.

Internet market overview
Belgium is a key hub within the EU, and therefore a prime
market for pan-European and US business ISPs. However, due to
the centralized nature of Belgium, areas outside the capital
Brussels are less targeted by international ISPs. Consolidation in
the Belgian Internet market is now underway. In 2000, C&W
acquired Belgian ISP Online, which owned brand names
including Arcadis, United Callers, Belgium-Online, Global and
Imaginet. WorldOnline took over UUNET’s residential customers
in Belgium, and was itself acquired by Italian ISP Tiscali. Tiscali
has also acquired two Belgian ISPs, Freebell and Freegates.
French ISP Wanadoo has acquired EuroInternet, renaming it
Wanadoo.business. Also in 2000, the Dutch incumbent KPN
consolidated its Belgium Internet unit, KPN Belgium, with
Belgium ISP Planet Internet.
The Government took part in the reduction of Internet costs to
avoid a “digital split” in society. It is also promoting the Internet
as a tool in reaching voters in local elections. A major area of
government attention is the education sector. An initiative,
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called Digikids, has been running for three years and offers
Flemish schools subscription-free Internet access. The ISP of
this initiative is Planet Internet which merged with KPN
subsidiary KPN Belgium.
The Internet dial access model with its falling prices has been a
controversial regulatory issue in Belgium. Belgacom introduced
a reduced retail price scheme, without lowering the costs for
wholesale or interconnection prices, which made it difficult for
new entrants to compete against the incumbent.
Unmetered dial has started to take off in Belgium; Infonie and
Wanadoo offer flat-rate services. There are a number of “nearly
flat-rate” services, such as the Wanadoo offer allowing customers
to stay online for 20 hours per month for a fixed rate. Fully flatrate dial services will be available once Belgacom moves from the
terminating model to the collection model and offers wholesale
dial services to other ISPs.
In 2000, broadband services were rolled out on a large scale in
Belgium. Both cable and DSL services are now available from a
number of providers. However, there is a discrepancy in coverage
between Brussels and the rest of Belgium, as most service
providers focus on the capital.
With ADSL, Belgacom clearly has first-mover advantage; it has
been offering ADSL since April 1999. In March 2000 Belgacom
offered a ADSL wholesale service to new entrants. The wholesale
offer is not accepted by alternative operators for a number of
reasons. Some claim that the retail and wholesale offer are in no
cost-relationship and the retail service offered by Belgacom
favors the incumbent. The wholesale offer is also only Internet
access-based, whereas Belgacom’s retail ADSL service offers a
range of other services. The regulator is investigating ways to
match the retail and wholesale offer more fairly. Alternative ISPs
offing ADSL services include Planet Internet, Cybernet and
Easynet.
Cable is a very big market in Belgium; the first broadband cable
access was launched in 1997, but experienced a slow start due to
the efforts of the Belgacom to launch DSL instead. The potential
of cable modem services are very high as CaTV networks pass
around 95% of homes and nearly all of these are already
subscribing to cable TV services. However, the commercial
rollout of cable Internet access on large scale depends very much
on the willingness of cable operators to upgrade their networks.
The cable operator Telenet passes some 50% of Belgian homes
and offers Internet services in the Flemish part of the country.
IDC estimates that Belgium will have 1,446,000 Internet
connections by the end of 2001.
ISP Profiles
Belgacom
Belgacom offers Internet access services through its subsidiary
Belgacom Skynet. Skynet was an independent ISP acquired by
Belgacom three years ago, and the ISP recently announced a
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merger with Infosources. The Skynet/Infosources company offers
both paid and subscription-free Internet access for consumers
and businesses, dial and broadband. The two subscription-free
Internet access services are Belgacom.Net for consumers
(launched October 1999) and Belgacom.Business for the
business sector (launched in the first half of 2000).
Belgacom acquired Walloon Intranet, WIN, in January 2000. Win
was created in 1998 and targeted the French-speaking market
with its subscription-free service SwinG. As of November 2000,
WIN accounted for 180,000 subscribers. In June 2000, the SwinG
service became part of Skynet Infosources, while WIN continued
as a separate Belgacom entity, focusing on the commercial
market. The SwinG service includes paid and subscription-free
Internet access over ISDN, PSTN and ADSL. The business
offering also includes access, but is focused particularly on VPNs
and hosting solutions.
Belgacom Skynet and Infosources together have 1.2 million
subscribers in Belgium and France, of which some 560,000 are
active. The ISP has over 350 employees.
From mid-1999, the Belgian PTO began offering a number of
ADSL access services. ADSL was available for 75% of the
population by the end of 2000. Belgacom is also preparing to
offer satellite access, and in September 2000, the company
announced its service Internet Over Satellite, aimed at ISPs and
corporate users in areas with poor terrestrial infrastructure.
Belnet-Giganet
Belnet was the first ISP in Belgium, founded in 1993 to provide
access to the country’s research institutions. It is a department
of the Federal Office for Scientific, Technical and Cultural affairs.
Since 1995, other government services have also had access to
Belnet. Connectivity is primarily through leased lines between
the 110 sites, although certain sites can use ISDN or ADSL.
Belnet offers a flat-rate package. Belnet’s Internet connectivity is
supplied by Versatel Telecom and Carrier1. At the beginning of
2001, the ISP changed its name to Belnet-Giganet and it has
expanded its services into new educational institutions.
By offering Internet access to the government, it covers a niche
market. It has not yet expanded its services to the commercial
environment, although it operates a robust network capable of
serving a wider audience.
Brutélé
Brutélé is a co-operative made up of local municipalities. The
company targets both residential and business customers with
its access offerings: Brutélécom@home for the residential
market, Brutélécom@turbo for SMEs, and Brutélécom@mail,
Brutelecom@pro.cable and Brutélécom@fiber for large
companies either through cable, or direct to the fiber network.
The offer also includes a flat rate package.
Brutélé is not planning to expand its ISP services outside the
existing cable business, which is limited in geographical scope
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although lucrative due to Belgium’s extremely high cable
penetration.
Cybernet
Cybernet started operations in 1996 as a spin-off of Access
Computers. By the end of 2000, the company had 12 employees
and around 50% of revenue came from Internet access. Cybernet
started in the Walloon area and extended its network nationwide
in June 2000.
Cybernet provides subscription-free access for residential users
and paid access for business customers. The consumer access
product is offered under the name Contactonline.net, in
cooperation with Radio Contact, and has 10,000 subscribers. The
business service is offered under the Cybernet name. Access is
provided through dial, leased lines and ADSL. In May 2000,
Cybernet launched its ADSL services commercially.
Cybernet has entered into an agreement with Sun Telecom
Belgium for the distribution of its ISP subscriptions. With the
agreement, Sun can develop its IP telephony services, while
Cybernet gains greater access to the Brussels and northern
Belgium areas. The partnership only covers the ADSL offer but
may include dial in the future.
Yucom/BT Belgium
Yucom is a joint venture between BT and the BBL/ING bank and
has been active in Belgium since October 1999. Yucom runs a
subscription-free dial service for residential customers. BT has
been active in the Belgian market since 1988 and runs another
access service in Belgium, DellNet. Yucom is one of the larger
subscription-free access providers in the country; it had 60,000
active subscribers in October 2000 from a total registered base of
230,000. Yucom is 95% dependent on interconnection tariffs for
revenue. By 2002, Yucom expects to reach the break-even point.
OneWeb
OneWeb is a privately owned company. It launched its
subscription-free dial service in May 2000. OneWeb cooperates
with KPN Belgium for the provision of IP network and
connectivity. In November, the company signed various
partnerships with PC dealers to distribute its Internet access
services. One Web has also launched an unmetered dial service
in cooperation with Mediaplanet. The service is financed though
enforced banner advertising revenue.
Telenet
The rollout of Telenet’s cable network in 1994 was a political
statement from the Flemish government, which wanted to
develop a second telecommunications network independent
from Belgacom. The company started operation in January 1998
and shareholders were MediaOne (25%), a financial consortium
(20%), the Gimv (20%) and Intercommunales (35%). MediaOne
was taken over by AT&T, which subsequently abandoned its cable
infrastructure in Europe. In 2000, Callahan Associates expressed
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interest in the purchase of 53.5% of Telenet. Because of the
changing ownership structure of Telenet, any infrastructure
developments and investments are on hold. At present Callahan
Associate own 54.2%.
As with many ISPs, due to under-planning in the face of a rapidly
increasing user base, congestion and performance became a
problem in early-2000. In March, Telenet capped upstream
bandwidth to 128Kbps, resulting in 15% of customers signing a
petition against the move. Ongoing efforts to establish broader
network coverage and uncertainties over finding a new
shareholder created a lag in upgrading network capacity that
would have averted the situation. As a result, Telenet introduced
an additional service for heavy users, Internet XL, offering up to
20GB transfer per month at 256Kbps. Telenet mainly operates in
the residential area, but offers some services to businesses.
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Chapter 3
Bulgaria
Overview
Regulatory Overview
Licenses: The Bulgarian telecoms market is dominated by the
state-owned monopoly Bulgarian Telecommunications Company
(BTC). Full liberalization is slated for 2003.
Meanwhile, many other telecoms services in Bulgaria have
already been liberalized and are open to competition. Data
communications, cellular and paging services, VANs, terminal
equipment, pay phones, cable television, and radio and television
broadcasting. Paging has been available through two licenses
that were awarded to Radio Telecom/Mobifon and Link
Communications System (USA) in 1993. There are several ISPs
operating in Bulgaria, including Bulnet, Eunet, and i.net Ltd.
It was not possible to obtain from the regulator a precise list of
the licenses that have been issued, but the following list shows
the major licenses that are currently valid:
•

1 license for telecoms network operation (BTC)

•

4 licenses for public data services

•

1 NMT analog mobile license (Mobikom)

•

2 GSM mobile licenses (MobilTel and GloBul)

There are two mobile telephony operators providing service in
Bulgaria: MobilTel and Mobikom. The government attempted to
issue a second GSM license as part of the effort to sell a stake in
BTC in from late 1998 to mid-2000. Since the sale of BTC
became bogged down in negotiations and then cancelled, the
GSM license was never issued. After canceling the BTC
negotiations, the government turned back to the GSM license,
this time for sale on its own, as some potential investors had
hoped two years earlier. The license was then awarded to Greek
operator OTE late in 2000, and the company intends to launch
services in mid-July under the brand name GloBul.
In May 2001, BTC applied to the State Communications
Commission for its own GSM license. Awarding BTC a GSM
license is seen as a way to make it more attractive to potential
buyers the next time the company is put up for sale. There is also
speculation that BTC would be likely to win an uncontested 3G
license. The Telecommunications Minister announced in
November 2000 that 3G licensing would be made available in
two to three years time..
Disputes: Questions arose surrounding the tender for a second
GSM provider in Bulgaria. Requirements for submitting a
proposal included having transparent capital, not being
registered off-shore, experience in building GSM networks in two
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or more countries, and more than two years of experience in the
telecoms sector with more than two million subscribers.
There were speculations that OTE should not be allowed to
submit, because it is not a mobile operator and its subsidiary
Cosmote does not meet all of the requirements. By the same
measure, the Turkish Rumeli-Telson Consortium did not fulfil all
requirements. Telson operates in Turkey and Northern Cyprus.
However, since Northern Cyprus’s autonomy is not recognized
by anyone but Turkey, it did not qualify the operator to have
experience in at least two countries.
Conclusively, OTE was awarded the license in December 2000
and Turkish operator Rumeli-Telson Consortium brought a
complaint to the Bulgarian Supreme Administrative Court. The
Rumeli-Telson Consortium was barred from submitting an
application for the tender. The State Telecommunications
Committee did not defer awarding OTE the license on account of
the court case. The State Telecommunications Committee has
denied that OTE’s past and prospective interest in purchasing
BTC had anything to do with winning the license.
In May 2000, the State Telecommunications Committee
threatened to revoke MobilTel’s license to provide mobile
telephony services. At that time, MobilTel was the only GSM
operator on the Bulgarian market. Trouble generated as
MobilTel allegedly refused to cooperate with the Interior Ministry
relating to the use of special surveillance methods.
LLU, NP, CPS: As the Bulgarian telecommunications sector has
not yet been liberalized, there is no regulatory structure in place
for local loop unbundling, carrier preselection, or number
portability.
Changes in Regulatory Authority: An amendment to the
telecoms law was announced in early September 2001, to change
the State Committee on Telecommunications into a
Communications Regulatory Commission. The CRC is intended
to be in line with EU standards.
State of Competition in Telecoms Services
Fixed Telephony, Leased Lines/Data Services:: No entry is
allowed to the public telephony market until liberalization
occurs in 2003. That segment includes basic telephone services
(local, long distance and international), as well as leased lines.
BTC had previously had a joint venture with Global One, called
GOCIS, that provided data network services. In the middle of
2001, BTC brough Global One’s shares in the joint venture and
renamed the company BTC-Net, which will continue to offer
Internet and data communications.
Mobile: There are three mobile telephony operators in Bulgaria:
MobilTel, Mobikom and the new entrant GloBul. Mobikom was
the first. It has operated an analogue NMT 450 network since
1993. MobilTel became the second mobile operator in Bulgaria in
September 1995, when it began operating on a GSM 900
network. As the only GSM operator, MobilTel began to pull ahead
of Mobikom in recent years and became the dominant mobile
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operator with the largest market share of 79% of subscribers (see
Figures below.)
MobilTel has benefited greatly from being the only GSM operator
in the market, which has allowed the company to consistently
pull away from Mobikom and its NMT network. With the new
entrant launching service in the second half of 2001, MobilTel
will soon face more equal competition, which could cut into its
market share. On the other hand, an additional GSM operator
could reduce Mobikom’s chances even further.
CATV: CATV is liberalized. There are over 200 small local, cable
television operators. The largest cable television broadcasting
company is Cable Bulgaria, who in June 2001 announced that it
is constructing a fiber-optic cable network.
Internet: At present, Internet access is the only freely open
market segment. Several ISPs provide Internet access around the
country, with the largest being SpectrumNet and Orbitel.
Broadband: Because of BTC’s monopoly over telecoms
infrastructure, there is no broadband access at present. Other
operators have begun to construct networks in anticipation for
the market to open. Furthermore, the telecommunications
commission is working on protocol to allow entrants into the
segment eventually.
Ease of Entry into Telecoms Market Sectors
Fixed Telephony/Leased Lines/Managed Data Services:
Telephony and leased lines remain under the monopoly control
of BTC, and no alternative operators are allowed to enter the
market. Managed data services must be operated using BTC’s
infrastructure, which presents a substantial barrier to entry.
Mobile: Entry to the mobile market hinges on available
frequency spectrum and on the government’s licensing policies.
A second GSM operator began operating in September 2001.
Though Bulgaria’s average income levels are much lower than in
Western Europe, the country’s mobile market still has a great
deal of room for growth. This may be an appropriate time to
enter the Bulgarian mobile market.
CATV: As the CATV market is fragmented, entry to the market
via acquisition of smaller companies may be the easiest option.
Operating a CATV network requires a license from the
government.
Internet: Entry to the Internet access market is straightforward,
though ISPs must depend on BTC for much of the
infrastructure.
Broadband Entry to the broadband access market is easiest at
this time via CATV networks, as fixed wireless access licensing
depends on obtaining a license from the government, while
offering ADSL will require implementation of local loop
unbundling or wholesale access from BTC at some point in the
future.
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Table 3-1
Telecommunications Indicators: Bulgaria
2000

2001

% change

PSTN/ISDN
Population penetration (%)

35%

35%

0%

Household penetration (%)

83%

83%

0%

% of total subs that are consumer

83%

83%

0%

% of total subs that are business

17%

17%

0%

369

415

12%

8%

13%

5%

201.6

319.2

58%

100

140

40%

% of connections that are consumer

38%

39%

1%

% of connections that are business

62%

61%

-1%

Total connections (000)

1000

1,020

2%

Total homes passed (000)

1,780

1,800

1%

Total connections (000)

0

0

0%

DSL connections

0

0

0%

Cable modem connections

0

0

0%

BFWA connections

0

0

0%

Fiber connections

0

0

0%

Total connections (000)

20.3

21.2

4%

Total analogue connections

18.5

19.0

3%

Total PSTN/ISDN revenues (Meuro)
Mobile
Population penetration (%)
Total mobile revenues (Meuro)
Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Total digital connections, of which:

1.9

2.2

20%

Up to and including 64K

1.5

1.8

20%

>64K, <2M

0.3

0.4

17%

2M

0.0

0.0

33%

0

0

0%

>2M
Source: IDC, 2001

Public Fixed Telephony Market Overview
The Bulgarian telecommunications sector is to be completely
liberalized in 2003. Prior to that there will be no competition in
the fixed voice telephony.
In 2001, IDC forecasts the telephony market in Bulgaria will be
worth Euro 356 million. This amount is comprised solely from
revenues from BTC, which is 100% state owned.
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Overview of telecommunications access infrastructure
Fixed Access: BTC is the sole owner and provider of fixed access
lines, including leased lines. Bulgaria’s telephone penetration
rate has been high by East European standards for the past
decade, and it is expected to remain at 35% in 2001. However,
although penetration has been high, quality is less so, with
much of the network still needing to be upgraded to digital.
BTC’s investment priorities in the past several years have been to
upgrade and improve all aspects of the network.
CATV Access: CATV networks are extensive in Bulgaria, reaching
around a third of all households. Many of these networks could
provide alternative telecoms access lines in the future, but the
quality of many of the networks is low, and extensive
investments would be required to upgrade them.
Fixed-Wireless Access: This type of service is still very limited in
Bulgaria. Currently, there is limited information on the topic, as
it still a developing segment.
Mobile Cellular Access: The two mobile operators cover most of
the country, and an additional operator will be entering the
market later in 2001. However, even mobile operators are
prohibited from building their own transmission networks,
except in the circumstances that BTC cannot meet their needs.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Bulgaria will be
Euro 344 million. Foreign investors are present in both of the
existing mobile operators, as well as in the third operator that is
soon to launch. The foreign investors’ share of the market is
90%, with major investments from stemming from the UK,
Israel and Greece.
Table 3-2 shows mobile operators, while Figures 3-1 to 3-3 show
mobile operator market shares.
Table 3-2
Mobile Operators in Bulgaria
Operator

Standard

Population
Coverage (%)

Target Market
(Business/consumer)

MobilTEL

GSM900

89

Both

NMT450

95

Both

GSM900/1800

25

Consumer

Mobikom
Cosmo
Source: IDC, 2001
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Figure 3-1
Bulgaria: Mobile Operator Market Shares by Subscriber

4%
17%

Mobiltel
Mobikom
Cosmo

79%

Source: IDC, 2001

Figure 3-2
Bulgaria: Mobile Operator Market Shares by Minutes of Use

3%
14%

Mobiltel
Mobikom
Cosmo

83%

Source: IDC, 2001
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Figure 3-3
Bulgaria: Mobile Operator Market Shares by Revenue

12%

1%

Mobiltel
Mobikom
Cosmo

87%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Bulgarian Telecommunications Company (BTC)
After several unsuccessful attempts by the Bulgarian government
to sell part of BTC, most recently to a consortium of KPN of the
Netherlands and OTE of Greece, the Bulgarian incumbent
remains completely state-owned. In May 2001, the Bulgarian
government announced that it would not consider putting the
company up for sale in the foreseeable future, but would instead
restructure it under state control.
For its part, OTE remains interested in BTC, as recently shown
by their acquisition of a GSM license in Bulgaria under COSMO
Bulgaria Mobile. However, KPN is no longer interested in the
Bulgarian incumbent.
In May 2001, Bulgaria’s Finance Minister announced that BTC
will not be sold in the foreseeable future. It is possible that the
company will be put up for sale in 2003 or 2004. In the
meantime, the government has plans to restructure BTC,
including possibly creating separate divisions for voice and data
transmission.
Services: BTC holds the monopoly over fixed voice telephony.
The operator reported 2.88 million PSTN lines in service at the
end of 2000, along with 16,000 ISDN channels. Additionally, the
company offers a range of data services, including leased lines,
Internet, X.25, and Frame Relay.
Alliances and Partnerships: BTC’s international connection,
through OTE, has helped improve the company’s services. In
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July 2001, Greece and Bulgaria signed a mutual agreement to
work together to improve their telecoms and post relations.
Strengths and Weaknesses: BTC has invested substantially in its
network over the past decade, expanding and improving all
elements of the network. Through this period of investment, the
company has managed to maintain profitability, enhancing its
appearance to any potential investors. But despite the substantial
progress, much work remains to be done. The company has been
protected behind strong entry barriers, maintaining even leased
lines as a part of the company’s monopoly until 2003. As a result,
the company has not been exposed to real competition in any of
the smaller business segments the way that incumbents have
been in many other markets in the region. This protection
benefits the operator now, but it restrains the market as well.
And when the market does eventually liberalize, BTC is unlikely
to be prepared to face ambitious competitors.
The pending competition is one reason the government hopes to
still sell part of BTC. The operator may develop a good network,
but it will take much additional work to refocus the organization
on providing good customer service. Strategic investors could
help achieve such a goal.
Mobile Operators
Mobilkom
Ownership: Mobikom was the first company to offer mobile
telephony services in Bulgaria, starting in February 1994. It is a
joint venture between Cable & Wireless (49%), BTC (39%), Radio
Electric Systems of Bulgaria (12%). Inquam, a division of US
wireless equipment vendor Qualcomm, has been reported to be
in discussions to acquire Cable & Wireless’ stake in the company.
Services: Mobikom was the first mobile operator on the market,
using an NMT 450 analog network. However, the company faced
competition beginning in 1995, when MobilTel commenced
services on a GSM 900 network. In addition to mobile services,
Mobikom also offers Internet access through a subsidiary.
Strengths and Weaknesses: Mobikom’s great weakness is that it
is using an obsolete technology to compete against operators
using more advanced technology. For several years, it has
managed to remain fairly competitive. However, with a third
operator scheduled to enter the market in 2001, Mobikom will
most likely suffer under the weight of increasing competition.
Prices will most likely decline, promotional campaigns become
larger, network coverage more complete. Add to that the wider
availability of GSM handsets and the array of advanced features
that mobile operators can add on to their service, Mobikom will
have a difficult time competing in the next couple of years.
MobilTel
Ownership: In March 1994, MobilTel AD was launched as a joint
private stock company. It gained its license to construct a 900
MHz mobile network in June 1994 and launched services in
September 1995 under the name M-Tel.
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In March 2001, after two years of negotiations, LL
Telecommunication Holding of Israel purchased 95% of
MobilTel, and the remaining 5% soon after.
Services: MobilTel offers mobile telephony service on a GSM 900
MHz network. MobilTel’s subscriber base reached 615,000 in the
first quarter of 2001. By opening up its fourth switching center
in September 2000, MobilTel increased its potential number of
subscribers to 700,000. The company has only recently launched
pre-paid services.
MobilTel also provides its customers Internet solutions through
its brand name mtel.net. Services include dial-up access, over
leased lines, VPN solutions, and wireless access to both business
and residential users.
Strengths and Weaknesses: MobilTel has done well to greatly
expand the mobile market in Bulgaria in recent years. However,
the company has done so facing only one competitor, and that
one hobbled by its use of an older technology. This situation is
about to change, as a second GSM operator has been licensed,
and there is a possibility that BTC will receive a GSM license as
well. Consequently, MobilTel will be facing much greater
competition in the coming years.
One area the company has yet to exploit fully is pre-paid services.
With limited competition, the company has not been pressured
to push pre-paid services fully. But now that competition will
increase, pre-paid service appears to be a great untapped
opportunity for MobilTel. If the company can use the service to
stake out a strong position in new market segments before the
new entrant can establish itself firmly, MobilTel may be able to
take a large lead in pre-paid services, and ensure that it stays in
the lead in the market.
Cosmo/GloBul
Ownership structure: Cosmo is the trade name of Greek
operator OTE’s Bulgarian GSM 900/1800 operations, which
launched services to the Bulgarian public under the brand
GloBul in September 2001. OTE paid about Euro 146 million for
the 15-year license at the end of 2000.
Services: Cosmo has begun offering basic voice services,
including prepaid, as well as SMS messaging. The operator will
invest around EUR 270 million into its network, of which EUR
86 million has been allocated for 2001. The network, which now
covers four major cities including Sofia and reaches 20% of the
population, is expected to reach 40% by the end of 2001 and 80%
by 2003.
International strategy: Cosmo forms part of OTE’s strategy of
developing a regional presence throughout southeastern Europe.
Strengths and Weaknesses: Though Cosmo might have been
better to enter the Bulgarian GSM market a couple of years ago,
as might have happened if not for the seemingly interminable
delays over the BTC privatization, Cosmo is nonetheless entering
the market at a good time. OTE won a tender at a time when
mobile operators around the world are struggling, and
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valuations of mobile companies had come down far below their
peak. Yet the Bulgarian mobile market is underdeveloped, with
only two operators, only one of them digital, and a relatively low
penetration rate of less than 8% at the end of 2000. The
Bulgarian market is not a rich one, but other countries have
shown that penetration rates in a country like Bulgaria should
be able to climb much higher, particularly once operators put
their full weight behind marketing of pre-paid services. GloBul is
not facing an easy challenge, but it is a challenge with fairly
large rewards available.

Internet Market Overview
The state telecoms operator BTC has exclusive rights for
establishment, operation and maintenance of the National Public
Telecommunications Networks in Bulgaria and for provisioning
of international and domestic telecommunications services until
December 31, 2002. Until the end of 2002, public
telecommunications operators, including ISPs, will continue to
establish their networks using leased lines rented from BTC.
Most ISPs use leased lines or Frame Relay services from BTC to
provide Internet access to end-users in the country. Some ISPs,
however, combine use of BTCs infrastructure with satellite
connections. In addition to providing capacity for ISPs, BTC
offers Internet access to end-users as well. The state operator
offers Internet access services through its Infotel division. Other
leading ISPs in the country include Spectrum Net, Orbitel, and
RTC Mobikom.
IDC forecasts that there will be 68,523 Internet connections in
Bulgaria at the end of 2001.
ISP Profiles
BTC/Infotel
BTC has provided Internet services through its Infotel division
since 1998. The scope of services offered by BTC includes dial-up
accounts, ISDN, and leased lines. The main clients of the
company are ISPs (Spectrum Net, Orbitel), government,
education institutions, and corporations. In February, the
domestic backbone capacity was increased by 34 Mb to reach 78
Mb. An ATM network with 155Mb capacity is under construction.
Spectrum Net
Spectrum Net was established in 1996 and is considered one of
the largest players on the Bulgarian ISP market. In 2000
Spectrum Net acquired a host of smaller ISPs, and was itself 75%
acquired by EuroproNet of Austria. EuroproNet has declared that
it is interested in acquiring other ISPs and plans to invest an
additional 5.4 million Euro in Bulgaria.
Spectrum Net achieves nationwide coverage of the country
through 15 points of presence. The company’s connectivity
comprises a 16 Mb optic fiber connection through BTC and a 6
Mb satellite connection. Spectrum Net's services include dial-up
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(subscription and pre-paid), leased lines, Web design, Web
hosting and domain registration.
Orbitel
Orbitel was established at the end of 1997. In 2000 the company
acquired a host of small ISPs, strengthening its presence outside
of Sofia. Orbitel is owned by the EBRD (30%), Europe Capital
Management fund (10%), and private investors (60%). During
2000, Orbitel developed its network in the country with six
offices in major cities (Sofia, Plovdiv, Stara Zagora, Bourgas,
Varna, Rousse) and technical offices in all 28 cities that are
regional centers. The company’s connectivity comprises 10Mb
optic fiber connection through BTC and 2Mb satellite
connection. Orbitel offers pre-paid and subscription dial-up
access, ISDN, leased lines, leasing of PCs bundled with Internet,
VPNs, Web hosting, domain registration, voice and video over IP,
and consulting.
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Chapter 4
Cyprus
Regulatory developments
Cyprus has a lot of work ahead before it has a regulatory regime
capable of presiding over a liberalized telecoms market. The state
telecom authority, CYTA, is also the monopoly operator, so there
is no separation between regulation and network provision in
Cyprus. However, the most recent version of the telco law
provided for creating a separate regulatory body, the Office of the
Commissioner of Telecoms and Posts. Legislation is also in
progress to convert the CYTA from a state enterprise into a
company.
State of competition in telecoms services
The CYTA has a monopoly on all sectors of the market except for
Internet access. As there is no independent regulator and CYTA
has a monopoly until 2003, the prospects for market entry by
alternative operators are nonexistent except in Internet, where
other providers can lease capacity from CYTA.
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Table 4-1
Telecommunications Market Indicators: Cyprus
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

66%

68%

2%

Household penetration (%)

112%

117%

5%

% of total subs that are consumer

60%

60%

0%

% of total subs that are business

40%

40%

0%

Total PSTN/ISDN revenues (Meuro)

175*

178

1%

Population penetration (%)

33%

33%

0%

Total mobile revenues (Meuro)

83*

85

3%

Total Internet connections (000)

15

20

33%

% of connections that are consumer

67

67

0%

% of connections that are business

33

33

0%

Total connections (000)

0

0

0%

Total homes passed (000)

0

0

0%

Total connections (000)

N/a

N/a

N/a

DSL connections

N/a

N/a

N/a

Cable modem connections

0

0

0

BFWA connections

0

0

0

Fiber connections

0

0

0

Total connections (000)

N/a

N/a

N/a

Total analogue connections

N/a

N/a

N/a

Total digital connections, of which:

N/a

N/a

N/a

Up to and including 64K

N/a

N/a

N/a

>64K, <2M

N/a

N/a

N/a

2M

N/a

N/a

N/a

>2M

N/a

N/a

N/a

PSTN/ISDN

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

*Estimated as CYTA does no provide breakdowns of fixed and mobile revenues.
Source: IDC, 2001

Overview of telecommunications access infrastructure
The CYTA is the only fixed-line operator in the country. There is
one GSM operator as well.
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Public fixed voice telephony market overview
The current plan is that the Cypriot market will open to
competition in 2003. The total size of the fixed telephony market
in the country is estimated to be 20 Euros as of year-end 2001.

Mobile market overview
There is only one mobile operator in Cyprus. It operates in the
GSM standard, covers a majority of the population (exact figures
are not publicly available), and serves both businesses and
consumers.

Fixed and mobile operator Profiles
CYTA
Ownership: The CYTA is a state-owned entity. Since it is not a
corporate body market capitalization figures are not available.
Services: The CYTA offers fixed-line telephony, mobile telephony,
dial-up and dedicated Internet access, frame relay, and ATM. The
operator plans to introduce IPVPNs, IP telephony, and Video On
Demand in 2002.
International Strategy: CYTA is interested in expanding into
other regional markets, such as the Balkans, Russia, and the
former Soviet Union.
Strengths and Weaknesses: The operator has a tough challenge
ahead in converting to a corporate body and separating from
regulatory functions – a complicated process that most
Candidate countries went through in the mid- to late 1990s.
However, the advantage for Cyprus is that it has strong links to
neighboring countries due to its status as an offshore investment
haven and tourist destination. Therefore, CYTA stands to benefit
from increased incoming traffic when it invests in its network,
particularly for data services and mobile roamers.

Internet market overview
The CYTA is the only major provider of Internet access in
Cyprus. It offers services to both businesses and consumers, and
will have an estimated 20,000 connections by the end of 2001.
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Chapter 5
Czech Republic
Overview
Regulatory developments
In the mid-1990s, the Czech Republic set January 1, 2001, as the
date of full liberalization. Until that time, the incumbent
telecoms operator, previously known as SPT Telecom and later as
Cesky Telecom, would have exclusive rights to provide basic
telephone services within the Czech Republic, including local,
long-distance, international and ISDN services.
Several years prior to that date, the government also tried to
spur development in a few localities by licensing alternative local
telephony operators. The government awarded 16 licenses to six
operators, much as Poland licensed limited competition in the
local loop, as well (see Poland chapter). However, in the Czech
Republic, only two of the operators—Dattel (later wholly-owned
by GTS) and Kabel Plus (later acquired by UPC)—began
substantial operations. After more than three years, these
operators had less than 20,000 telephone lines in service, and
further competition will have to await full liberalization.
Licenses: As of September 2001, the Czech Telecommunications
Office (CTO) had issued the following licenses:
•

43 public telecoms network operator licenses

•

25 public telecoms network service provider licenses

•

1 NMT analog mobile license

•

3 GSM 900/1800 licenses

•

3 licenses for 26 GHz broadband fixed wireless access

•

Between 7 and 10 licenses for 3.5 GHz fixed wireless access

With liberalization in mind, several telecoms operators began
applying late in 2000 for telephone service provider licenses from
the regulatory office, the CTU. A few months into 2001, over a
dozen licenses had been issued to the likes of Contactel, Aliatel,
eTel, GlobalTel and even mobile operator RadioMobil.
Prior to 2001, data and Internet services were fully liberalized,
and most of those operators requesting voice telephony licenses
in late 2000/early 2001 had already received data services
licenses. Many of these operators also offered international voice
over IP (VoIP), which the regulator had determined to be a data
service in mid-1999.
The Czech government awarded several national and regional 3.5
GHz licenses in late 1999 and 2000. By mid-2000, with most of
the 3.5 GHz spectrum already awarded and with over a dozen
requests for 26 GHz spectrum, the government decided to hold a
beauty contest-style tender and issued three nationwide licenses

A IDC

- 97 -

HT04B

in the higher frequency in September 2000 for Kc150m (Euro
4.2 million) per license.
There are three mobile operators in the Czech Republic, one
offering NMT/GSM services and two others offering GSM service.
The next step forward in the Czech mobile market will be 3G
licensing. Initially, the government set high hopes for 3G
licensing after the UK and German auctions raised enormous
amounts of money for the governments. The Czech government
therefore stood by its usual policy of holding beauty contests to
issue licenses, while setting a high fixed price for the licenses,
much as the French and Polish governments did. However, since
the French and Polish tenders failed to draw sufficient interest
and since other auctions have disappointed, the Czech
government seems to have recognized that it had set its hopes
too high.
Disputes: The most important disputes between the incumbent
and competing operators have concerned interconnection
agreements.
Several
operators
began
negotiating
interconnection with Cesky Telecom in the second half of the
year, and all of them were critical of the operator for setting
interconnection fees at levels they felt were prohibitively high.
After several months, the competing operators began to request
intervention from the regulator, CTU, which then issued a
directive on January 12, 2001, stating a maximum
interconnection price of Kc 0.66 (Euro 0.019) per minute during
peak hours and half that during off-peak hours. The competing
operators continued to claim that these rates are too high, while
Cesky Telecom said they are too low, but all agreed to live with
the decision. Most companies soon reached interconnection
agreements in February and March.
Another interconnection dispute has drawn the CTU into the
thick of things. The CTU and the Anti-Monopoly Office stated in
April 2001 that they are investigating possible violation of
dominant market power in the mobile market by the two leading
operators, Eurotel and RadioMobil. The case concerns
complaints that the two leading mobile operators were setting
interconnection rates with the newest entrant on the market,
Cesky Mobil, higher than with one another, thereby discouraging
customers from subscribing to the Cesky Mobil service. As this
investigation is at an early stage, it is too early to predict an
outcome.
CPS, LLU, and NP: With the passage of the telecoms act last
year, the Czech government confirmed that liberalization would
occur on January 1, 2001. However, it made two important
concessions to Cesky Telecom, granting the company 18
additional months to comply with carrier selection requirements
and 24 additional months to comply with number portability
requirements. Alternative operators were outraged by this
decision, claiming it came without due investigation of the
possibilities of meeting these criteria sooner. Some suggested
that the reason for the decision was to support the value of Cesky
Telecom prior to the state’s pending sale of its 51% stake in the
company. In any case, the result is indeed substantial delays
before CT is required to comply with these two requirements.
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Beyond these two details, however, is also local loop unbundling.
Legal treatment of this concept has not gone far in the Czech
Republic, and compliance with any unbundling directives from
the EU is likely to occur only in 2003 or later.
Tariff Regulation: Prior to July 2000, the Ministry of Finance
regulated domestic tariffs, while the CTU as part of the Ministry
of Transport and Communication regulated international tariffs.
Since the new telecoms law came into effect, all tariff regulation
has been transferred to the CTU.
Regulatory Authority Changes: Under the new telecoms law, the
CTU has been established as the independent National
Regulatory Authority. The CTU had previously handled most
regulation, but only as part of the Ministry of Transport and
Communication. Now, the CTU operates independently of the
Ministry and political appointees in general.
State of competition in telecoms services
Fixed Telephony: Because of the licensing of a small number of
alternative operators in small districts in 1997, CT did not quite
have 100% of all telephone lines in service at the end of 2000.
However, CT clearly held a dominant market share in fixed-line
telephone services, accounting for 99.6% of total telephony lines
in service at that time. In 2001, since the market has been
liberalized, several other operators have entered the market and
are attempting to take away market share. These operators focus
primarily on the business segment, and they have had some
success in taking away major accounts from the incumbent.
Since completion of liberalization at the start of 2001, many new
operators have entered the voice market, but few of them are
targeting large numbers of clients for local telephone service.
Instead, most are targeting very large accounts or only offering
long-distance, fixed-to-mobile and international calling. As a
result, Cesky Telecom will still control nearly all local lines at the
end of 2001. However, the share of traffic and revenues that
alternative operators take from Cesky Telecom will be quite a bit
higher, as seen in the charts below.
Leased Lines/Managed Data Services: CT is also a market leader
in leased line and data services. It remains by far the largest
operator of leased lines and data services, but it faces stiff
competition
from
the
likes
of
Contactel,
Ceske
Radiokomunikace, Aliatel, GTS and Pragonet.
Mobile: There are three mobile operators, each operating dualband GSM networks. Eurotel and RadioMobil were the
entrenched, established operators when the third operator, Cesky
Mobil entered the scene. Cesky Mobil has quickly gained
subscribers and market share in the rapidly expanding market,
reaching about 10% of subscribers after only five quarters of full
commercial operation.
Eurotel Praha enjoyed an advantage in the market when GSM
services were launched, because it had previously been the
monopoly analog mobile operator and had established its brand
name and relationship with business customers at an early stage.
The company continues to profit from this advantage, as can be
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seen both by the higher market share by subscribers and by the
fact that higher usage levels and revenues per customer provide
the company with even higher market shares when measured by
usage and by revenues.
RadioMobil has made in-roads over the years in its challenge
against Eurotel, but it remains substantially smaller than its
main rival in terms of subscribers. Its lower revenues per user
provide the operator with a slightly smaller market share when
measured by revenues.
The new entrant, Cesky Mobil, has quickly climbed to 10% of the
market, by subscribers, but its share of revenues lags. The
company is working to increase its average revenue per user.
CATV: CT does not offer cable television services. The CATV
market is dominated by UPC, which has about half of the market
by subscribers (around 400,000).
Internet: The Internet access market is highly competitive,
divided among several large ISPs that offer subscription-free
dial-up access to the bulk of the market. Among the largest ISPs
are Czech On Line (operating as Video On Line, VOL and Volny),
Cesky Telecom’s Internet OnLine (IOL), Tiscali World Online,
and Contactel. Additionally, several other companies specialize in
Internet services for businesses.
Broadband: Broadband services are in their infancy in the Czech
Republic. UPC made a push early in 2001 to offer cable modem
Internet access to a large number of the homes it passes, but the
number of subscribers was only at 3,300 after the first quarter of
2001. Otherwise, fixed wireless provides most broadband
competition, with several 2.4 GHz, 3.5 GHz and 26 GHz
operators, while Cesky Telecom plans to move into ADSL
services late in 2001.
Ease of entry into telecoms Market sectors
Fixed Telephony: Entry to the telephony market is a new
prospect. Cesky Telecom retained a nationwide monopoly in
long-distance and international calling until January 1, 2001, as
well as in local telephone service in almost the entire country.
Since the start of the year, competitors may enter these markets,
and about a dozen operators had already obtained licenses to do
so in the first part of the year.
The regulator’s decision on a maximum cost of interconnection
enabled this hurdle to be overcome, as well. However, carrier
selection and number portability will not be available until July
2002 and January 2003, respectively, which makes local
competition more difficult. In the meantime, several operators
are quickly entering long-distance and international calling
markets, targeting businesses initially. In the case of
international services, some degree of competition already
existed prior to this year, as voice over IP (VoIP) was permitted as
a data service.
As it happened, the option to use VoIP to provide voice services
introduced strong competition in international services ahead of
full liberalization, while the government’s decision in the new
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telecoms law to delay implementation of carrier selection and
number portability up to two years, have delayed the full impact
of liberalization.
Leased Lines/Managed Data Services: It is not difficult to enter
the market, but it is highly competitive with operators such as
Aliatel and Contactel targeting businesses.
Mobile: The mobile market will not be easy to enter in the
future. The three operators are quickly moving to saturate the
market, while 3G and the addition of a fourth licensee are
unlikely for the time being.
CATV: The CATV industry is very fragmented, but most of the
operators are the sole operator in their particular coverage areas.
Entry would be easiest through acquiring one or more of these
local operators.
Internet: The Internet access market has few major barriers to
entry other than the ferocity of existing competition. There are
several major ISPs that together account for almost the entire
consumer market. Competing in this segment rewards the larger
ISPs and requires heavy capital investment in order just to enter.
Broadband: Entering the broadband access market has been
greatly eased by the licensing of many fixed wireless access
operators. Now that at least ten fixed-wireless access licenses
have been issued, it is unclear when and if additional licenses
will be issued or whether the market can sustain so many
operators. If and when local loop unbundling and wholesale
access are implemented, that could also spur competition in the
broadband market. Cable modem services could mainly be
provided through acquiring local CATV operators.
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Table 5-1
Telecommunications Market Indicators: Czech Republic
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

38.7%

39.4%

1%

Household penetration (%)

72%

72%

0%

% of total subs that are consumer

67%

66%

-1%

% of total subs that are business

33%

34%

1%

Total PSTN/ISDN revenues (Meuro)

907

909

0.2%

Population penetration (%)

42%

61%

19%

Total mobile revenues (Meuro)

1,094

1,634

49%

PSTN/ISDN

Mobile

Internet Access
Total Internet connections (000)

319

439

38%

% of connections that are consumer

32%

35%

-3%

% of connections that are business

68%

65%

3%

CATV
Total connections (000)

800

830

4%

1,440

1,500

4%

Total connections (000)

4.2

10.9

160%

DSL connections

0.0

1.1

N/a

Cable modem connections

2.6

7.1

174%

BFWA connections

1.6

2.7

68%

Fiber connections

0.0

0.0

0%

Total connections (000)

14.6

15.5

6%

Total analogue connections

9.5

9

-5%

Total digital connections, of which:

5.1

6.4

26%

Total homes passed (000)
Broadband

Retail Leased Lines

Up to and including 64K

3.7

4.5

22%

>64K, <2M

1.3

1.8

35%

2M

0.1

0.1

89%

>2M

0.0

0.0

0%

Source: IDC, 2001

Fixed-telephony market overview
In 2001, IDC forecasts the telephony market in the Czech
Republic will be Euro 1.05bn. This amount is comprised of
revenues from several telecoms operators, most of which have
foreign investors. Foreign investors account for 35% of the total

HT04B

- 102 -

A IDC

market, the most prominent originating in the Netherlands,
Switzerland, Germany and Denmark.
Table 5-2 shows Fixed-telephony operators, while Figures 5-1 to
5-3 show fixed operator market shares.
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Table 5-2
Fixed-Telephony Operators: Czech Republic
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Cesky Telecom

National

Local, LD, ILD

Both

Aliatel

National

LD, ILD

Business

GTS

Regional

Local

Business

Contactel

Operator

National

LD, ILD

Both

eTel

N/a

ILD

Business

Nextra

N/a

ILD

Business

Regional

Local

Residential

UPC/Kabel Plus
Source: IDC, 2001

Figure 5-1
Czech Republic: Fixed-Telephony Operator Market Shares by Direct
Subscribers

1%

CT
Others

99%

Source: IDC, 2001
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Figure 5-2
Czech Republic: Fixed-Telephony Operator Market Shares by Minutes
of Use (Direct and Indirect Subscribers)
1%
2%
3%

1%

CT
Contactel
Aliatel
eTel
GTS

93%

Source: IDC, 2001

Figure 5-3
Czech Republic: Fixed-Telephony Operator Market Shares by
Revenue (Direct and Indirect Subscribers)

1%
2%

1%
1%

CT
Contactel
Aliatel
eTel
GTS

95%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Cesky Telekom owns most fixed access lines in the
country. There are about 4 million telephone lines in service,
amounting to a penetration rate of 39%. Alternative operators
currently provide data communications services to customers
using access lines leased from the incumbent operator or by
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providing the access line themselves, usually with fixed-wireless
or fiber access.
CATV Access: Approximately 15% of households are passed by
CATV networks in the Czech Republic. UPC is the largest
operator, with 379,000 subscribers in the first quarter of 2001.
Fixed-Wireless Access: Fixed-wireless access is available in most
large cities and coverage and competition in fixed-wireless access
is improving due to 3.5 GHz and 26 GHz frequency licenses
issued in 2000. Among the fixed wireless operators are Nextra
Wireless, GiTy/Star One and Broadnet with 26 GHz licenses.
Mobile Cellular Access: Mobile coverage by the three mobile
operators is around 99% of the population, and each operator
owns its own network. owns its network. Mobile penetration is
set to reach about 61% at the end of 2001.

Mobile market overview
In 2001, IDC forecasts the mobile market in the Czech Republic
will be Euro 1.88 billion. Foreign investors are present in each of
the mobile operators. The foreign investors’ share of the market
is 63%, with the most prominent investors originating in
Germany, USA, Netherlands, Switzerland and Canada.
Table 5-3 shows mobile operators, while Figures 5-4 to 5-6 show
mobile operator market shares.
Table 5-3
Mobile Operators in the Czech Republic
Operator

Eurotel

Standard

Population
Coverage (%)

Target markets
(business/consu
mer)

GSM 900/1800

98

Both

NMT 450
RadioMobil

GSM 900/1800

98

Both

Oskar

GSM 900/1800

98

Primarily
consumer

Source: IDC, 2001
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Figure 5-4
Czech Republic: Mobile Operator Market Shares by Subscriber

12%

Eurotel Praha
48%

RadioMobil
Cesky Mobil

40%

Source: IDC, 2001

Figure 5-5
Czech Republic: Mobile Operator Market Shares by Minutes of Use

10%

Eurotel Praha
51%
39%

RadioMobil
Cesky Mobil

Source: IDC, 2001
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Figure 5-6
Czech Republic: Mobile Operator Market Shares by Revenue

7%

Eurotel Praha
RadioMobil

37%
56%

Cesky Mobil

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Cesky Telecom
Ownership: Cesky Telecom is 51.1%-owned by the Czech state
via the National Property Fund. Telsource, a consortium of KPN
and Swisscom retains its 27% share, and KPN additionally holds
6.5% on its own, which it obtained on the stock market. The
remaining shares are publicly traded. As of mid-October 2001,
Cesky Telecom’s market capitalization was 2.3 billion Euro.
The Czech government intends to sell its remaining stake in the
operator in 2001, but market conditions may prevent a
successful sale. The government has high revenue targets from
privatization, and several of the firms thought likely to bid,
including both KPN and Swisscom, have announced that they do
not intend to participate in the tender. Indeed, KPN and
Swisscom now both claim they will sell the shares they currently
hold, possibly along with the state in a single transaction. But
the larger the transaction, the fewer the potential bidders that
have the size and cash on hand to swallow such a large meal. The
Czech government may be at risk of falling well short of its
targets for privatization revenues this year.
Services: Cesky Telecom offers a full range of telephony, valueadded telephony, data communications, Internet and mobile
services (the latter through a 51%-owned subsidiary, Eurotel
Praha). At the end of 2000, the company operated 3.98m
telephone lines, of which 122,000 were from the rapidly growing
ISDN B channel category.
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After telephony services, CT’s most important business is the
mobile telephone business, in which its 51%-owned subsidiary
EuroTel is the leading operator. CT is also the leader in other
businesses. Leased lines and managed data network services were
already mentioned, and though the market is small, CT has a
strong position. CT’s position in the dial-up Internet access
business is also quite strong. Because nearly all dial-up Internet
users dial into the network using CT’s access lines, Internet
access is contributing a larger amount to CT’s call revenues.
That last point is important, as CT watched is telephone traffic
and revenues in most other categories slip a bit in 2000.
Alliances and Partnerships: Cesky Telecom’s most important
partnerships are those with its subsidiaries and joint ventures,
especially Eurotel. With regard to its owners, CT’s experience the
past few years has been shaky. All three of its major investors are
now trying to sell their shares in the company.
CT partnered in 2000 with Citibank, PricewaterhouseCoopers
and SAP to establish an eMarketplace called CenTrade. As the
company continues to pursue new business lines that extend
beyond its core competency, additional partnerships of this type
are likely.
International Strategy: Other than the provision of international
data communications services, Cesky Telecom has no discernible
international strategy. However, after the expected ownership
changes are completed in late 2001 or 2002, it may pursue some
modest international acquisition opportunities.
Strengths and Weaknesses: Cesky Telecom’s key strengths are
its dominance of the telephony industry and ownership of local
access lines throughout the Czech Republic. Additionally, its
majority control of the market-leading mobile operator is a
substantial benefit, both in terms of the opportunity to offer
some integrated fixed and mobile services to the enterprise
sector, and also in terms of owning a business that is growing
stronger than the Cesky Telecom’s core fixed-line business.
Cesky Telecom’s weaknesses have to do with the saturation of the
fixed-line market, the slow emergence of the data
communications industry and falling telephony market share
due to liberalization. The telephony market is likely to decline
slightly in revenue terms in the coming years with few new
telephony lines added each year. Accordingly, the company is
making substantial efforts to grow its newer businesses,
particularly in the Internet sphere. However, as many of these
new businesses will not grow large enough to offset a potentially
substantial decline in revenues from fixed-telephony, Cesky
Telecom is facing a difficult period of transition in the next few
years.
Ceske Radiokomunikace (CRa) and Contactel
Ownership: Ceske Radiokomunikace (Cra) is the former
broadcasting infrastructure monopoly. The government sold
20.8% of the company to TDC, the Danish incumbent, in the
mid-1990s and sought to sell its remaining 51.2% stake in 2000
and 2001. The deal was finally completed in early September
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2001, with a consortium led by TDC and Deutsche Bank
purchasing the remaining 51% state-held shares.
Contactel is a joint venture, owned in equal shares by TDC and
CRa, that the companies created to develop Internet, data
transmission and voice services to the SME and consumer end of
the market segmentation.
Services: CRa is the former national broadcasting monopoly, and
as such it uses its nationwide microwave radio relay
transmission network to route data traffic for other telecoms
operators and for large businesses. Its services include leased
capacity, and through its subsidiary Softlink also managed data
network services.
Contactel was established by CRa and TDC in 1999 as a new
company with a new brand image, in an attempt to challenge the
incumbent by providing voice, data and Internet
communications to consumers and businesses. The company
was launched in mid-1999 with a very high profile and expensive
promotional campaign introducing its “Red Box” combination of
a free PC along with a commitment to a long-term Internet
access contract. Since then, Contactel introduced a variety of
data and voice over IP services to small and medium-sized
businesses, along with a mass-market subscription-free Internet
access service. The company has also introduced an Internet
portal.
Alliances and Partnerships: CRa, Contactel and TDC are the
most important partnership for each business in the Czech
Republic. CRa operates the network, but it does not have a brand
image or marketing savvy necessary to reach smaller customers.
Contactel effectively outsources much of its network operations,
while concentrating on the marketing, sales and customer
service side of the business. TDC is the strategic investor with
extensive international telecoms experience to lend to both CRa
and Contactel.
Strengths and Weaknesses: Ceske Radiokomunikace is an old
institution that existed as a part of the government’s
broadcasting infrastructure, rather than as a profit-making
business. Its weaknesses are its relatively obsolete network and a
legacy of government bureaucracy. Additionally, as speculation
mounts over whether CRa’s broadcasting and telecoms
businesses will be split up under the new ownership, confidence
among portfolio investors has weakened.
Though CRa’s network requires substantial upgrades, it is also a
valuable asset, and the company needed to find a way to make
use of it. With control of the company until recently in state
hands that resisted TDC’s more ambitious investment plans,
TDC instead created a joint venture with CRa, which gave the
company greater control over new operations and enabled it to
launch a new image and create new brand awareness.
One possible weakness for Contactel is its high-profile marketing
to the mass market. The company intends to become the leading
challenger to Cesky Telecom in telecoms services, but the delay
until 2002 of carrier selection means that it cannot reach the
consumer market with services other than Internet access for an

HT04B

- 110 -

A IDC

additional eighteen months longer than the company probably
expected. Consequently, the company finds itself targeting the
mass market, while its services (other than Internet access) cater
only to businesses. In the long run these expenses may help the
company, but they may be funds that would be better invested
elsewhere.
Aliatel
Ownership: Aliatel was founded in 1996 by a group of seven
Czech regional power distribution companies to make
commercial use of the fiber-optic networks that had been
installed along their networks initially for internal use. After
Aliatel spent two years courting foreign investors to bring
additional capital and operating expertise, the German firm RWE
Telliance purchased 40% of the company in April 1998. In 2000,
Aliatel’s Czech owners consolidated their holdings under
representation by one firm, Jihoceska energetika, which together
with RWE Telliance has been trying to sell 100% of Aliatel to new
investors. Talks with British firm Energis were close to
completion late in 2000, but these talks bogged down and were
eventually cancelled.
Services: Aliatel launched commercial services in the fourth
quarter of 1998. The company’s service portfolio includes a
range of leased line, Internet connectivity (particularly for ISPs),
and managed data services. These services are provided using
Aliatel’s fiber-optic backbone network and point-to-point and
point-to-multipoint (3.5 GHz) radio transmission for the access
network. Beginning in 2001, Aliatel began offering international
long-distance telephony services to large businesses. The
company intends to be a major player in voice and data services,
focusing primarily on the business sector.
Alliances and Partnerships: Aliatel’s most important alliances
are with its owners, the regional power distribution companies
that provide Aliatel’s backbone network, and RWE Telliance,
which brought capital and expertise to the firm. Additionally,
Aliatel is the Czech provider of Infonet international services.
Strengths and Weaknesses: Aliatel’s key strengths are in its
backbone network, provided by its owners, the regional power
distribution companies, and in its early entry to the market. By
entering the market early, Aliatel managed to establish itself as
one of the leading challengers to Cesky Telecom’s dominance,
even at a time when its revenues were only a few million Euros.
The company is positioning itself as a high-quality telecoms
service provider to the business segment, and it has mostly
managed to achieve high brand recognition without heavy
marketing and advertising expenditures. By contrast, Aliatel’s
rival Contactel targets the mass market with its advertising at a
time when few services can be offered to the mass market.
GTS Czech
Ownership: GTS Czech is the product of a merger between three
companies of which the American firm Global TeleSystems
(GTS) has gradually taken full control.
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GTS Czech is part of GTS’s Central Europe division, along with
the company’s Polish, Hungarian, Slovak and Romanian
operations. In late 2000, with the parent company facing serious
financial difficulties, the latter announced plans to sell its
Central Europe division. In April 2001, it had not yet sold the
division, and it announced that it no longer needs to do so.
Services: GTS Czech offers a variety of data and voice services,
targeting the business sector. The company offers leased lines,
managed data services, Internet access and international
connectivity. It provides these services with its metropolitan area
fiber-optic network in Prague and nationwide network, along
with international connectivity through another GTS division,
Ebone. Additionally, GTS operates local telephone lines in parts
of Prague, based on a concession held by Dattel.
International Strategy: GTS Czech formed part of its parent
company’s previous international strategy, which involved
organic growth of data and Internet services in several markets
in Central Europe that then channel traffic into GTS’s panEuropean backbone. But since the company’s restructuring
began in the latter part of 2000, this strategy is in question. GTS
Czech is likely to continue to pursue its organic growth strategy,
whether as part of GTS, or as part of another company.
Strengths and Weaknesses: GTS Czech’s strengths lie in its
early entry to the market, its gradual growth, and its focus on
the business market. Without much promotional work, GTS has
established itself as a well-recognized telecoms brand
throughout Central Europe. With sufficient funding, the
company should be able to build upon this base to grow its
business. However, the parent company’s financial problems of
the past year may leave GTS Czech unable to invest enough to
hold off challengers such as Aliatel, Contactel and eTel.
eTel
Ownership: eTel was founded in 1999 by Sean Melly of Ireland. It
is a privately held company. In 2000, eTel acquired the Czech
company Globix, which had previously focussed on providing
international voice over IP (VoIP) services to businesses.
Services: eTel’s origins in the Czech Republic were in providing
international voice over IP (VoIP) services to businesses, of
which it claimed to have over 700 clients at the end of 2000. Now
that circuit-switched telephony has been liberalized, the
company is investing in additional network construction,
focusing on a metropolitan area fiber network in Prague, and
introducing an array of new services over the course of 2000,
including leased lines and managed data services.
International Strategy: eTel is targeting four Central European
countries, the Czech Republic, Hungary, Poland and Slovakia, by
constructing metropolitan area networks in major cities and
connecting them to its Frankfurt hub. The company is targeting
these four countries due to their early stages of development,
pending liberalization, expectation of EU Candidate and
geographic proximity.
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Strengths and Weaknesses: eTel’s strengths lie in its established
customer base in the Czech market, to which it intends to now
offer a broader array of services. The company’s focus on four
emerging markets only now liberalizing and featuring little
competition provides it an opportunity.
As the rush to obtain telephony licenses in the Czech Republic in
recent months shows, however, these markets will not remain
low on competition. Not all operators are pursuing exactly eTel’s
strategy, but many are quite close, and the large number of
operators fighting over a small market is a risk to eTel. Time will
tell if eTel is ahead or behind the pack.
Mobile Operators
Eurotel Praha
Ownership: Eurotel Praha is now 51%-owned by Cesky Telecom,
with the remaining shares split evenly between Verizon
Communications and AT&T. In June 2001, Cesky Telecom
confirmed that it is in negotiations to obtain 100% of the
company by buying out its partners’ shares.
Services: Eurotel offers mobile telephony, WAP, HSCSD, GPRS
and increasingly mobile Internet content and payment support.
For example, the operator’s partners with Citibank to create
online payment system called JuicePay. Eurotel has no
international strategy at this time other than to seek
international roaming revenues
Alliances and Partnerships: Eurotel’s key partnership is with its
majority owner, Cesky Telecom, which provides some elements
of the backhaul network and helped finance early stages of
development. Another key partnership for Eurotel is with
Citibank, with which it created and markets Juice Pay. This
partnership could provide the foundation for further cooperation
in mobile payments and services as Eurotel migrates toward
GPRS and 3G.
Strengths and Weaknesses: Eurotel’s greatest strengths in the
early period of GSM competition were its legacy as the monopoly
analog operator, its established network and operations, and its
strong backing by Cesky Telecom. All of these advantages
provided the company a headstart in development of the GSM
operations, and it has never lost its lead in five years of
competition.
Yet the initial strength cannot solely explain Eurotel’s continued
dominance. The operator has responded well to competition,
maintaining control of the high-spending business segment of
users, cutting prices in response to competition without being
sucked into a price war, and then effectively diving into the prepaid segment with a new brand to prevent its competition from
taking a lead in that segment.
Eurotel shows little weakness in the established mobile business.
Its only major concern is the pending saturation of the mobile
market in the next couple of years combined with the shifting
emphasis toward new data and Internet services.
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With an eye to the future, though, Eurotel has been more
ambitious than its competitors in refocusing its business toward
more complex data and Internet services and content. This
concentrated effort bodes well for its continued market
leadership in the high-end business segment and in the low-end
mass-market segment.
RadioMobil
Ownership: RadioMobil was founded in 1996 as one of two new
GSM operators in the Czech Republic. RadioMobil was a new
entrant to the Czech market, while the other GSM license went
to the established NMT analog network operator Eurotel Praha.
RadioMobil is owned by CMobil, a Deutsche Telekom-led
consortium which includes a small stake held by Telecom Italia,
with 49%. CMobil is currently owned by Deutsche Telekom’s
DeTeMobil (87.3%), Telecom Italia’s STET Mobile Holdings
(12%) and Czech company Podnik vypocetni techniky (0.7%).
Services: RadioMobil launched GSM 900 services in 1996 under
the Paegas brand name. In October 1997, the company began
offering pre-paid services under the name Twist. The company
began using 1800Mhz spectrum to offer dual-band GSM service
in July 2000.
Alliances and Partnerships: RadioMobil for most of its existence
has attempted to win over the business-user segment of the
market by leading the introduction of innovative services in the
Czech mobile market. As such, it introduced several value-added
services, though these efforts had limited results with regard to
taking market share from Eurotel in the higher end of the
business. More recently, Eurotel has been more aggressive in
introducing newer mobile data and Internet services, though
RadioMobil has also moved in that direction.
RadioMobil’s key partnership is with its majority owner,
Deutsche Telekom (DT). DT’s large international mobile
portfolio provides RadioMobil with international expertise in
network operations, marketing and the strategy regarding the
introduction of new services.
RadioMobil is one part of Deutsche Telekom’s extensive
international strategy, one that does indeed include a major role
for expansion in Central Europe.
Strengths and Weaknesses: RadioMobil has a large subscriber
base, strong ownership, and a broad range of services. But the
company has never achieved its goal of winning away Eurotel’s
dominance of the business-subscriber market segment. And with
Eurotel’s strong push into pre-pay more recently, RadioMobil’s
strength in that segment is also coming under pressure.
Nonetheless, RadioMobil is in a strong position in the market,
and it can continue to grow its business by pursuing new
services in the mobile Internet and data arena.
Cesky Mobil
Ownership: Cesky Mobil is the third GSM operator in the Czech
Republic. The company, founded by TIW (51%), Czech bank IPB
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(48.5%), and UPC’s Priority Telecom (0.5%), won a tender for a
dual-band GSM 900/1800 license in late 1999. The company
began services early in 2000, and after some changes to the
ownership structure, TIW’s subsidiary ClearWave NV now
controls 50.8% of TIW Czech NV, which in turn owns 94.1% of
Cesky Mobil. Other owners include JP Morgan Partners,
MediaTel Capital and the European Bank for Reconstruction and
Development.
Services: Cesky Mobil entered the Czech market with a full
commercial launch of dual-band GSM services under the name
Oskar in March 2000. The company began by offering several
contract options, introducing pre-paid services shortly
thereafter. Most of the company’s initial subscriber base opted
for pre-paid service, but as the company reached full nationwide
coverage at the end of 2000, it was better positioned to target
post-paid clients, including businesses. Increasing its subscriber
base in these segments is a priority for the company.
When it launched its business, many of Cesky Mobil’s rivals and
critics doubted its ability to carry off its strategy, having
committed to low tariffs and extremely rapid network rollout.
The company’s job looked all the more difficult when the
already-existing GSM operators launched aggressive marketing
campaigns and price cuts in advance of the new competition.
Cesky Mobil nonetheless managed to reach a subscriber base of
over 300,000 (7% of the total market) by the end of 2000, after
only 10 months of commercial service. The subscriber base
further grew to more than 500,000 by the middle of 2001.
Strengths and Weaknesses: Cesky Mobil’s leading shareholder,
TIW, has felt obliged to pursue some financial restructuring, due
in large part to its very large commitments in the UK 3G
licensing and also the weak market conditions for telecoms
companies in general. This concern is probably the most
important motive behind the ownership restructuring that
diluted TIW’s control of Cesky Mobil. Nonetheless, the company
has managed to effectively increase its presence on the market
and establish nationwide network coverage.

Internet market overview
Cesky Telekom, Contactel, and Aliatel have launched their own
Internet divisions, providing access services to business and
consumer end-users in addition to operating their own backbone
networks. Cesky Telecom's Internet division, Internet Online,
has claimed a large share of the consumer market by offering
subscription free dial-up services. Users can register for the
service through the company's popular portal site Quick.cz.
Contactel also has a strong share of the consumer dial-up
market, through its subscription free service, RedBox.cz. Aliatel
began offering Internet services for end users only recently.
Aliatel's Speedbone division targets businesses primarily.
There are a number of other ISPs that claim a large share of both
the consumer and business markets. Czech On Line, the first ISP
to offer subscription free dial-up access in the country, is 100%
owned by Telekom Austria. Czech On Line quickly gained the
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highest share of Internet connections in the country after
launching its subscription free service, Volny, in 1999.
Tiscali/World Online was the second ISP in the Czech market to
offer free dial-up services for consumers, followed by Contactel
and Internet Online. Austrian-based ISP and VoIP provider
Kiwwi followed with its own subscription-free dial-up service.
The most recent company to offer subscription free dial-up
access is NetCentrum, which produces the portal site
Centrum.cz, one of the most-visited Web sites in the Czech
Republic. Although a number of ISPs in the country offer
subscription-free dial-up services, users must still pay a metered
call charge to Cesky Telecom for the duration of the time they
spend online. Cesky Telecom offers a special tariff for dial-up
Internet calls which is less expensive than voice calls. Leading
business ISPs in the Czech Republic include Contactel,
KPNQwest, Nextra and GTS.
IDC forecasts there will be 438,901 Internet connections in the
Czech Republic at the end of 2001.
ISP Profiles
Czech On Line
Italian entrepreneur Renato Soru founded Czech On Line in
1995. He sold it to DBG Osteuropa-Holding, the private equity
arm of Deutsche Bank, in 1998 for CZK 245 million (Euro 6.9
million). In April 2000, Telekom Austria beat out T-Online and
AOL Europe to pick up 100% of Czech On Line for Euro 239
million.
Czech On Line offers a wide range of access services under the
name Video On Line (also known as VOL, or Volny) that include
nationwide subscription free dial-up, ISDN access, leased line
access, GSM access, Web page hosting, design and consulting. Its
leading product is subscription free dial-up access. The ISP is
focused primarily on the mass consumer market.
Tiscali/World Online
Tiscali/World Online began offering Internet access services in
the Czech Republic in February 2000, several months after
acquiring a majority stake in local ISP CZCOM. It was the second
ISP in the country to offer subscription free dial-up services for
the mass consumer market, which is accessible nationwide.
Consequently, Tiscali/World Online was able to quickly gain a
large share of consumer Internet users in the country. Users can
register for the ISP's free service through a local-language portal
site, Tiscali.cz, that is maintained in the Czech Republic. Content
on the site includes a variety of news, entertainment, and
information services. The company is also targeting the local
business market, with a variety of solutions designed for SMEs.
Business services include dial-up as well as leased lines and
BFWA access, Web design, Web hosting, server hosting, VoIP and
remote access solutions.
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Contactel
In April 2000, Contactel announced that it had purchased
Cesnet, one of the Czech Republic's largest ISPs, for CZK 775
million (Euro 22 million).
Contactel made a big marketing splash in August of 1999 with its
Red Box campaign, which was the first of its kind in the Czech
Republic to offer PCs bundled with Internet access. Since then,
Contactel has launched a suite of Internet and IP-related services
in addition to basic Internet access, such as IP-VPNs, Webhosting, and IP-telephony. Internet access services include
nationwide subscription-free dial-up, leased lines, and fixed
wireless access. Contactel also operates the popular portal
Redbox.cz, where users can register for subscription-free dial-up.
The portal also features a search engine, chat rooms, news,
entertainment, and a variety of other content and information
services.
Internet Online
IOL is the ISP division of Cesky Telecom. While IOL secured a
top position in the market for paying Internet subscribers,
competition from ISPs offering subscription free dial-up services
forced the company to transform its basic consumer access
offerings. Consequently, in October 2000, IOL introduced a
nationwide subscription free dial-up service in conjunction with
a new portal site, Quick.cz. The move came amid growing
competition in the Czech Republic's access and content provider
markets from ISPs Czech On Line, Contactel and World Online,
which are combining subscription free dial-up services with
their own Web content.
Nextra
Nextra Czech Republic entered the Czech Internet market in
1998. Since then Nextra has acquired Oasenet, Net Brno and
PVT.net, the ISP division of PVT a.s., which was the ISP division
of leading Czech systems integrator PVT. The agreement over the
sale of PVT.net to Nextra also launched a strategic partnership
between the two companies. Nextra has introduced a number of
products intended to position the company as a communications
service provider, focusing on the SME and large business
markets. Its portfolio of products includes leased-line
synchronous products, wireless leased lines, virtual private
networks, hosting services, IP telephony, subscription free dialup access and security products. Nextra is the ISP division of
Norwegian telecommunications group Telenor.
KPNQwest
KPN/Qwest has been active in the Czech market since 1998.
Since then it has emerged as a leading provider of Internet
access services for businesses. The ISP offers a range of value
added Internet services ranging from dedicated Internet access
and collocation through to private label, IP-virtual private
network and eCommerce services.
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GTS Czech
GTS Czech offers a variety of data and voice services, targeting
the business sector in particular. The company offers leased
lines, managed data services, Internet access and international
connectivity. It provides these services predominantly through
its metropolitan area fiber-optic network in Prague (Metronet),
along with international connectivity through another GTS
division, Ebone. Additionally, GTS operates local telephone lines
in parts of Prague.
NetCentrum
NetCentrum began offering subscription-free dial-up services in
2001. The company originally entered the Czech market in
September 1999 with the launch of its consumer portal
Centrum.cz, which remains one of the most visited portals in the
country. In May 2000, the company sold a joint minority stake to
Intel Capital and Baring Communications Equity Emerging
Europe, for an undisclosed sum. The two original owners
maintained a majority of the company.
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Chapter 6
Denmark
Overview
Regulatory Developments
Licenses: In 1996, Denmark became one of the first countries in
Europe to deregulate its telecoms market. Tele Danmark (TDC),
the incumbent operator, still retains over 90% of fixed line
telecoms subscriptions, but there were more than 10 operational
alternative service providers in Denmark by the end of 2000.
In December 2000, seven wireless local loop licenses were
awarded. Two went to existing operators, fixed line operator
Tele2 and mobile operator Sonofon, and the remaining five went
to new companies.
Denmark has four GSM operators and has also been one of the
last countries in Europe to award 3G licenses. In September
2001 three 3G licenses went to existing GSM operators and a
fourth to a new operator, HI3G Denmark.
The Danish regulator, Telestyrelsen, does not publish lists of
licensed providers, so no further information is available in this
area.
LLU, CPS, NP: Important regulatory steps that have already
been taken by Telestyrelsen, the Danish regulator, include the
introduction of CPS, fixed NP, LLU (all in 1999), and the
abolition of long distance charging within Denmark (2001).
Telestyrelsen has also required the reduction of access,
termination and transit prices, resulting in price declines of
between 23% and 69% depending on the type of traffic. Mobile
NP was introduced in early 2001, but there are still delays being
reported for customers wanting to switch to a different operator.
Denmark is also beginning to take a lead in broadband service
deployment in Europe. For example, TDC has ambitious plans to
provide 95% coverage by mid-2002, a target that may be
achievable given Denmark’s relatively densely populated and
benign geography. By July 2001, there were over 40,000 active
DSL subscriptions in Denmark, of which nearly half were
unbundled lines offered by alternative operators.
State of competition in telecoms services
Most consumers and businesses have a choice of operator,
whether in fixed telephony, mobile, or data services, but many
have chosen to stay with the incumbent (see market share charts
below).
Fixed Telephony: Denmark has had one of the most successful
unbundled access processes in Europe, and alternative providers
therefore have little difficulty in providing their own last-mile
service to end-users. In addition, CPS and NP have been available
since 1999, so alternative operators who do not own networks
are still able to offer services over TDC’s network. There is little
A IDC
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voice over CATV in Denmark as many networks within the two
main operators are designed on a community basis and technical
integration to offer digital service will be expensive and
logistically difficult.
Leased Lines/Managed Data Services: TDC provides most leased
lines in Denmark, and along with Telia it has a majority share of
the data services market as well. Global providers also have a
small presence in Denmark to provide international links for
multinational companies with Denmark offices.
Mobile: The incumbent has a 46% share of mobile subscribers,
with Sonofon following with 28%. The remaining 26% is split
nearly equally between Telia and Orange. MVNOs have a presence
in Denmark as well, with the largest being debitel.
CATV: Denmark has a high penetration of CATV, with nearly 50%
of homes in the country subscribing to the service. However, the
degree of choice in CATV services is limited. There are two main
CATV operators which pass over one million homes. TDC owns
the larger of those two operators.
Internet: In the Internet market, TDC has a strong position,
though it has formidable competitors such as Cyber City and
World Online.
Broadband: Due to the success of LLU in Denmark, the
broadband market is one of the most competitive in Europe.
There are two additional DSL providers besides the incumbent,
Cybercity and World Online, and cable operators also offer
broadband access in some regions.
As BFWA licenses were only awarded in 2000, the only operator
that offers the service so far is the one with the existing network,
Sonofon.
Ease of entry into telecoms market sectors
Fixed Telephony: Entering the fixed telephony market is
technically not difficult, and the availability of LLU makes it
easier for new operators to offer services without paying TDC
interconnect charges. However, the market is highly competitive
and TDC has managed to maintain customers even with many
new operators on the scene
Leased Lines/Managed Data Services: TDC owns most leased
lines and entry requires leasing capacity from the incument.
This is not difficult as Danish leased line prices are among the
lowest in Europe. The data services market already has strong
contenders in TDC and Telia, and would therefore be difficult to
enter at this stage.
Mobile: The Danish mobile market currently has four mobile
operators and more service providers offering mobile services.
One of the newly acquired 3G licenses went to HI3G (Hutchison)
which makes this very small market highly competitive with no
Danish controlled operators. This high number of operators
makes it difficult for other operators to enter and gain ground in
the market.
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CATV: Entering the CATV market would be difficult as most
homes are now passed by CATV networks owned by either TDC
or Telia.
Internet: It is technically easy to enter the ISP market in
Denmark. However, since the country has one of the highest
consumer Internet penetration rates in Europe, at an estimated
45% by the end of 2001, the market is relatively crowded. Market
entry will thus need to be done via acquisition of local players
rather than starting up from scratch.
Broadband: Due to the widespread use of LLU combined with the
availability of wholesale service, entry into the Danish DSL
market is not difficult. The broadband cable market has higher
entry barriers, since the country is already heavily cabled and
TDC has the majority market share in CATV service. Entry via
BFWA is currently not possible for new players as the
government has already awarded licenses, unless a new entrant
purchases a license from a current holder.
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Table 6-1
Telecommunications Market Indicators: Denmark
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

71%

73%

3%

Household penetration (%)

94%

97%

3%

% of total subs that are consumer

72%

71%

-1%

PSTN/ISDN

% of total subs that are business

28%

29%

1%

Total PSTN/ISDN revenues (Meuro)

1,784

1,826

2%

Population penetration (%)

62%

75%

Total mobile revenues (Meuro)

1,047

1,277

1,182

1,497

% of connections that are consumer

86

87

% of connections that are business

14

13

Total connections (000)

1,415

1,690

19%

Total homes passed (000)

1,600

1,888

18%

Total connections (000)

77

189

145

DSL connections

31

109

255

Cable modem connections

47

78

67

BFWA connections

0

2

N/a

Total connections (000)

38.7

36.2

-7

Total analogue connections

23.0

18.8

-18

Total digital connections, of which:

Mobile

Internet Access
Total Internet connections (000)

27

CATV

Broadband

Retail Leased Lines

15.8

17.4

10

Up to and including 64K

6.9

7.4

7

>64K, <2M

5.3

5.9

11

2M

3.5

4.0

14

>2M

0.0

0.0

40

Source: IDC, 2001

Public Fixed Telephony Market Overview
IDC estimates that the fixed telephony market in Denmark will
generate 1.6 billion Euros in 2001. Foreign investors from
Sweden, the US, and France account for 43% of the market.
Table 6-1 shows Fixed-telephony operators, while Figures 6-1 to
6-3 show operator market shares.
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Table 6-2
Fixed-Telephony Operators in Denmark
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

TDC

National

Local, LD, ILD

Both

Tele2

National

Local, LD, ILD,

Both

Telia Denmark

National

Local, LD, ILD

Both

Orange (formerly
Mobilix)

National

Local, LD, ILD

Both

Operator

Source: IDC, 2001

Figure 6-1
Denmark: Fixed-Telephony Operator Market Shares by Direct
Subscribers

2%

TDC
Others

98%

Source: IDC, 2001
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Figure 6-2
Denmark: Fixed-Telephony Operator Market Shares by Minutes of
Use (Direct and Indirect Subscribers)
3%
1%
2%
3%

Tele Danmark
Tele2
Telia Denmark
Orange
Other

91%

Source: IDC, 2001
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Figure 6-3
Denmark: Fixed-Telephony Operator MarkeShares by Revenue
(Direct and Indirect Subscribers)
3%
1%
2%
2%

Tele Danmark
Tele2
Telia Denmark
Orange
Other

92%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: TDC retains control of most of the customer base
covered by its infrastructure but unbundled access is available to
competitive operators. By July 2001, Denmark reported that all
180 of its exchanges were available for unbundled access, and
22,000 unbundled lines were in service, all for DSL service.
CATV Access: TDC and Telia own the CATV infrastructure in
Denmark.
Fixed-Wireless Access: As the licenses were awarded in
December 2000, there is currently very little fixed-wireless
infrastructure in place. One of the license holders, Sonofon, also
owns a mobile cellular network, and will be able to leverage its
existing infrastructure for BFWA use.
Mobile Cellular Access: There are four mobile operators which
own their own infrastructure and cover most of the population
(see Table 6-3), and several other operators which are MVNOs.

Mobile market overview
Denmark is a very competitive mobile market, and the country
has currently four mobile operators. GSM services were first
introduced following the license award of TeleDanmark Mobil
and Sonofon in 1991.
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The Danish government has just awarded four 3G licenses to
TDC, Orange, HI3G Denmark, and Telia. This left
Telenor/Sonofon without any license in a closed auction which
received bids from the five operators mentioned above.
The four operators market both the consumer and business
markets. TDC was one of the first operators in the world to offer
to its mobile customers a fixed-mobile convergence service. The
service called Duét, was introduced in 1997. All operators have
launched GPRS services.
IDC estimates the Danish mobile market will reach 1.4 billion
Euros in 2001. Foreign investors from the US, France, Norway,
and Sweden account for 66% of the total.
Table 6-3 shows mobile operators, while Figures 6-4 to 6-6 show
operator market shares.
Table 6-3
Mobile Operators in Denmark
Operator
TDC Mobile

Standard

Population
Coverage (%)

Target markets
(business/consumer)

NMT450/900

99

both

GSM 900
Sonofon

GSM900/1800

97

both

Orange (formerly Mobilix)

GSM900/1800

97

both

GSM1800

96

both

Telia Denmark
Source: IDC, 2001
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Figure 6-4
Denmark: Mobile Operator Market Shares by Subscriber

15%

11%

TDC Mobile
46%

Sonofon
Telia
Mobilix

28%

Source: IDC, 2001

Figure 6-5
Denmark: Mobile Operator Market Shares by Minutes of Use

17%

TDC Mobile
43%

14%

Sonofon
Telia
Mobilix

26%

Source: IDC, 2001
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Figure 6-6
Denmark: Mobile Operator Market Shares by Revenues

14%

10%

TDC Mobile
47%

Sonofon
Telia
Mobilix

29%

Source: IDC, 2001

Fixed and mobile operator profiles
Fixed Operators
TDC (formerly TeleDanmark)
Ownership: TDC is 41.6% owned by SBC Communications of the
US, and the remaining shares are publicly traded. As of October
1 2001, its market capitalization was around 8 billion Euros. In
August 2000, the operator underwent a reorganization, creating
five independent business units: communications solutions,
mobile, Internet, directory services and cable TV. With
SBC/Ameritech holding a controlling stake in the incumbent
operator and BellSouth holding 46.5% of the GSM 900/1800
operator Sonofon, US companies have a dominant position
though partial ownership in the two major service providers.
International Strategy: TDC’s international strategy focuses on
Nordic, Benelux, central and eastern Europe, and the United
States.
TDC’s European activities include:
• Nordic Region: In 1999, TDC bought a 19.6% stake in NetCom,
Norway’s second-largest cellular operator, in which TDC now
owns a 20.4% stake. TDC also acquired a 51% controlling stake
in ElTele Øst — a regional Oslo-based infrastructure company.
In Sweden, TDC increased its holdings in telecoms equipment
supplier InterNordia from 50% to 100% in 1999.
TDC also purchased 100% of Lokaldelen and Mediaförlaget
Företagstele to enhance its position in the Nordic region for
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directory services. TDC also owns 33.3% of Telenordia, the thirdlargest landline operator in Sweden.
• Germany: Talkline is the 100%-owned German subsidiary,
which will change from being a full-service provider to focusing
solely on mobile services.
• Belgium: TDC holds a 16.5% stake in the incumbent
Belgacom, a rare case of one incumbent holding a stake in
another.
• The Netherlands: Ben, a GSM 1800 operator, is jointly owned
by TDC (29.4%) and Belgacom.
• Switzerland: Sunrise, the second-largest landline and Internet
operator in Switzerland, is 43.9% owned by TDC. In November
2000, TDC obtained majority control of Switzerland’s fixed-line
operator Sunrise and mobile carrier diAx and merged the two.
• Austria: Connect Austria, the Austrian GSM 1800 operator
under the brand name ONE, is also owned by TDC with 15%
though a consortium.
• Poland: Polkomtel is 19.6%-owned by TDC. In February 2001,
TDC Internet also acquired six Internet companies in Poland.
• Czech Republic: TDC owns Ceske Radiokomunikace (CRa)
together with a financial consortium. Together CRa and TDC
own Internet and data services provider Contactel as a 50:50
joint venture.
• Hungary: TDC owns 21.4% of HTCC, a holding company for
five local landline network companies. It sold its 6.6% stake in
GSM operator Pannon in July 2001 to Telenor.
In addition to operations in Switzerland and Germany, TDC is
improving its international connectivity in Scandinavia with the
construction of a fiber backbone in Sweden and Norway to link
with its existing Danish backbone.
Services: TDC offers the standard array of communications
services plus cable television, and broadband connectivity.
Despite intensifying competition, this incumbent remains the
dominant operator in both telephony and data services. The
operator also announced that it is launching a new business-tobusiness marketplace on the Internet, together with Danske
Bank (K.DKB), Post Danmark and Maersk Data. TDC also has an
aggressive DSL rollout strategy.
Strengths and Weaknesses: TDC has strengths in that it has
managed to maintain profitability by focusing on fast growing
services such as Internet and mobile and by expanding
internationally. It is also not as laden with debt as its
counterparts in other European countries.
Its principal weakness is its relatively small size and the fact that
it has not been able to strengthen itself by merging with one of
its Scandinavian counterparts such as Telenor or Telia, due to
national and corporate politics.
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Tele2 Danmark
Ownership: Tele 2 Danmark is the Danish subsidiary of Tele2, an
international operator based in Sweden in the fixed line and fixed
wireless markets.
Services: According to the Danish regulator, Tele2 now has 20%
of the alternative operator market in Denmark. In collaboration
with Powercom, Tele2 has constructed a trunk network offering
direct hook-ups for high volume business users. Tele 2 also has
operations in the Sweden and the UK. Tele2 also offers mobile
services as an MVNO.
Strengths and Weaknesses: Tele2’s competitive position has
improved thanks to falling interconnection costs, carrier preselection, and the ability to move some of its traffic from TDC to
its own network. However, its main weakness is its lack of scale
when compared with the Danish incumbent.
Telia Danmark
Ownership: Telia Danmark is wholly owned by Telia of Sweden.
The operator is now one of the leading technology sector firms
in the country.
Services: Telia Danmark offers public telephony, data, Internet,
mobile and CATV services in Denmark, and is launching ADSL
services this autumn. The operator was a recipient of one of
Denmark’s 3G licenses in September 2001 and also holds a
BFWA license which it received in December 2000. Telia
Danmark also offers international data services from its panScandinavian backbone.
Strengths and Weaknesses: With the construction of national
and city networks Telia Danmark will be in a stronger position to
attack the domestic market. Its main strength is in cable
services: it served around 600,000 subscribers at the end of 2000,
30,000 of which subscribed to broadband cable modem service.
However, many Danish customers have chosen to stay with TDC
despite greater choice in providers. Telia will therefore need to
better differentiate its services in order to grow its customer
base.
Orange (formerly Mobilix)
Ownership: Orange’s shareholders are France Telecom (54%),
the state railway Banestyrelsen (14%), and a group of financial
investors (32%).
Orange began as a mobile cellular operator focusing on the
consumer sector when it won a GSM-1800 license in 1997. The
following year it signed a partnership agreement with the
national railway agency, Banestyrelsen, giving it access to the
railway’s backbone network.
Services: Over the past three years Orange has become a fullservice telecoms provider, offering fixed and mobile voice, data
and Internet services. In the data area, Orange offers Equant
international services.
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Strengths and Weaknesses: Orange is attractive due to its
bundled services. However, it suffers from a lack of scale when
compared with TDC.
Mobile Operators
TeleDanmark (TDC)
Services: TDC offers voice and data services, including WAP, as
well and fixed-mobile convergence. TDC has just launched its
GPRS service
Strengths and Weaknesses: TDC is the leading mobile operator
in Denmark, and has been successful in bundling its telephony
services fixed/mobile. However, it has higher tariffs than other
mobile operators which may weaken its competitive position in
the years to come.
Sonofon
Ownership: Sonofon, the second largest mobile operator in
Denmark launched its cellular services in 1992. It is owned by
Telenor 53.5% (NORWAY) and Bell South 46.5% (USA)
Services: Sonofon offer a wide variety of services, from voice to
data, which include WAP, SMS, mobile portal services. Sonofon
offers HSCSD and has just launched its GPRS service.
Alliances and Partnerships: Sonofon strategy is mainly focused
on its domestic activities. In 2000 the company partnered with
Tele 2 in order to share internet and mobile customers together.
Strengths and Weaknesses: The operator has a strong presence
as the second largest operator in Denmark, and is financially
very strong. However, Sonofon bears a heritage of being an ‘old’
company in the market partially because its time to market is
longer than what new MVNOs could offer. In addition, Sonofon
has not been successful in bundling fixed and mobile services,
and Telenor’s recent takeover may cause some short term
disruptions.
Orange (formerly Mobilix)
In March 1997, Mobilix launched its GSM1800 network in
Denmark. In 1999 the company started offering fixed services. In
May 2001, the company changed its name in Orange as part of
the pan-European strategy of France Telecom-Orange.
Ownership: France Telecom 54% (FRANCE), Danish Railways
14% (DENMARK), GE Capital Structure 9% (USA), Paribas
Affaires 9% (FRANCE), PART’COM 6% (FRANCE), CDPQ 5%
(CANADA), Mediatel Capital 3% (LUXEMBOURG)
Services: Orange offer a wide range of products and services,
these include voice and data, such as SMS, WAP, mobile internet,
prepay services.
Strengths and Weaknesses: Orange is a dynamic operator and
has a high success rate among youth segment through the
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adoption of pre-paid services. However, it has not managed to
improve its market share much beyond that segment.
Telia Denmark
Telia Denmark, the smallest of the four operators in the country
is part of Telia, the telecom operator.
Ownership: Telia 100%
Services: Telia offer product and services for both the consumer
and business markets. Speedy Tomato, Telia mobile portal, is
aiming to become pan-European and is already available in
Denmark, Sweden, England, Italy and Finland.
International and domestic alliances:
Telia Mobile AB (ownership 100%)
Netcom ASA(ownership 100%)
Speedy Tomato (ownership 100%)
Halebop, gemensamägt bolag med Oracle(ownership 40%)
Wireless Maingate AB (ownership 38%)
WirelessCar AB gemensamägt bolag med Ericsson och Volvo
(ownership 33%)
First National Holding/Telecominvest (ownership 29,5%)
Omnitel (ownership 27,5%)
AS Eesti Mobiiltelefon (ownership 24,5%)
Latvijas Mobilais Telefons SIA (ownership 24,5%)
North-West GSM (ownership 22%)
Strengths and Weaknesses: Telia can leverage its presence in
other European markets for its Danish operations, particularly
through use of Speedy Tomato. However, as the fourth operator
in a small market it may find it difficult to make a significant
impact.

Internet market overview
The Danish Internet market is growing rapidly and is
characterized by a high degree of competition. A large number of
small ISPs, such as DENet, Dansk Internet Adgang, and Micronet
operate in Denmark in addition to the large, established ISPs
such as incumbent TeleDanmark. The Danish incumbent still
has a large share of the market and is followed by other ISPs
CyberCity and Tele2.
IDC estimates that Denmark will have 1,497,000 Internet
connections in 2001.
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ISP Profiles
TDC
TeleDanmark’s Internet unit has been renamed TDC Internet.
The ISP invested heavily in the Eastern European market; the
Polish acquisitions in February 2001 are a particularly important
step for TDC Internet towards becoming a key player in Central
and Eastern Europe. The Danish ISP has operations in Poland
and the Czech Republic, respectively named TDCInternet and
Contactel.
CyberCity
CyberCity is 100% owned by Advent International. It was the
first to offer free and flat rate Internet access, followed by World
Online at the beginning of 2000. In September 1999, CyberCity
launched a DSL access service using unbundled access to
TeleDanmark’s local loop. It was the first independent group to
install DSL equipment for its business and residential customers
and has been successful in doing so.
CyberCity has been profitable since its launch in 1995 and was
the last large independent ISP left in the Danish market before
its acquisition by US equity firm Advent International in March
2000. The purchase will accelerate its expansion in Scandinavia
and prepare the company to go public in the future. CyberCity
has gained momentum in Sweden, although it is still small in
Norway, having only just launched operations.
Cybercity has been changing its focus since March 2000 from
dial-up to the more on high-end residential market and intends
to position itself as a full-service communication provider. For
its business customers, Cybercity offers managed and centralized
security products as well as VPN products.
Tele2 Denmark
Previously called Netcom, the company changed its name to
Tele2 in February 2001. Its Internet access activities in Denmark
are split into business with UNI2 and consumer with Get2Net.
The consumer ISP Get2Net was launched in 1997.
As part of the Swedish Group Tele2, Tele2 Denmark did not
report its ISP revenue. However its general revenue in 2000 was
SEK 1.141 billion (133 million Euro).
In the Danish market, as well as for the Scandinavian markets,
Tele2 expects the growth to slow down or stop. The company
aims at becoming the leading alternative ISP, but does not
intend to expand geographically.
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Chapter 7
Estonia
Overview
Regulatory developments
Estonia reinforced its status as one of the leaders in telecoms
and Internet development among Central and Eastern European
countries when on December 31, 2000 the country fully
liberalized its telecommunications market. The incumbent
operator AS Eesti Telefon (ET), which previously held a
monopoly over all fixed telephony, stepped aside and competition
began to take root.
The country’s telecom sector relies on a law that was passed in
February 2000, and entered into force in March 2000. In
addition to the telecoms law, though, the government also
needed to reach agreement with ET to modify the latter’s
concession agreement that had granted the company an
exclusive concession to provide public voice telephony services
until 2001. These two parties to the concession agreement
settled on a new agreement on December 29, 2000, just days
before liberalization was set to occur. This new agreement
reasserts that the Estonian market is completely open to
competition as from the beginning of 2001, and it additionally
defines the specific obligations that apply to Eesti Telefon as the
operator with dominant market power.
Licenses: Below is a list of some of the licenses issued by the
Estonian regulator:
•

14 licenses for leased lines (44 service providers registered)

•

30 switched wideband licenses

•

6 technical authorizations to operate fixed wireless networks:
5 on 3.5 GHz and 1 on 26 GHz bandwidth.

•

3 dualband GSM 900/1800 mobile licenses (EMT, Radiolinja,
Tele2)

•

1 NMT analog mobile license (services were terminated yearend 2000)

Aside from voice telephony services, non-basic services,
including data network services, CATV and Internet, have long
been liberalized. Each of these currently features competition,
but the most dynamic sector is the CATV/broadband Internet
segment, which is now taking the lead in challenging Eesti
Telefon’s monopoly in the voice market.
On the mobile side, there are currently three operators. EMT, a
sister company to ET, both of which are wholly owned by the AS
Eesti Telekom holding company, which offers NMT-450 and
dualband GSM, and two additional dual-band GSM operators,
Radiolinja Eesti and Tele2.
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The Telecoms Ministry announced in September that
amendments concerning 3G licensing to the telecoms law
should begin circulating in early October 2001. The amendment
is to specify the contest, allocate responsibilities and to
determine details concerning the participation fee. 3G services
are likely to be operational in 2003 or 2004.
Disputes: One potential area of dispute was resolved amicably
when the Estonian government and Eesti Telefon negotiated a
new agreement at the end of 2000, to replace the concession
agreement of 1992. In the new agreement, the two sides
managed to negotiate an gradual transition to increasingly open
competition, while still maintaining obligations on ET. For
example, ET must provide interconnection to alternative
operators, and it also has universal service obligations that it
must meet. But it also has a few years of transition, during
which time to implement network features that enhance
competition, such as number portability. Further, the
government committed to apply regulatory decisions in a fair
manner, such that any demands it places on the company can be
adequately compensated for in a reasonable period of time with
reasonable profit.
One issue that has become more of a dispute is the subject of
interconnection. In early 2001, the Estonian parliament passed a
law that sets interconnection fees at a level ET claims is below its
costs. If that is the case, it would result in ET subsidizing its
competitors, but it is unclear whether ET will pursue the matter.
Nonetheless, prior to the end of 2000, both Tele2 and Uninet –
ET’s main competitors – had negotiated interconnection
agreements.
LLU, CPS, NP: As stipulated in the agreement terminating ET’s
concession agreement, ET will have to open its network to
competitors. It must also implement the necessary upgrades and
provide number portability by January 1, 2004.
Regulatory Authority Changes: With the Telecommunications
Act of 2000, the Estonian National Communications Board
(NCB)became the National Regulatory Authority, with
responsibility for licensing, frequency management (with
approval by the Ministry of Transport and Communication) and
regulation of operators with significant market share. Besides
interconnection, which is currently its main concern, the NCB is
also focused on regulating tariffs. The 2000 Act further set out
Eesti Telefon’s obligations and a timeframe for compliance with
those obligations.
State of Competition in Telecoms Services
The incumbent, Eesti Telefon, is the dominant operator in
telephony and data services, and its sister company, EMT, is also
the leading mobile operator. The most competitive segments
include mobile services and Internet access, which are available
from multiple providers across the country.
Fixed Telephony: Full liberalization went into effect at the
beginning of 2001. Competition quickly evolved and two main
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challengers emerged onto the market in early 2001: Tele2 and
Uninet.
Leased Lines/Managed Data Services: With the market now
completely open in Estonia, this segment is also seeing an
increase in competition. Major competitors include Uninet, who
in 2001 also launched fixed voice services to challenge the
incumbent ET. Another potential competitor is Eesti Energia,
the country's power utility, which has announced plans to
provide services over its own energy network. This network is
expected to be the first active alternative nationwide backbone.
Mobile: EMT had a monopoly in the Estonian mobile market in
the initial years of its existence. The company began its existence
as the operator of an NMT analog network in 1991, then
launched GSM 900 services in 1993. Competition entered in
1995 with a second GSM operator, and then a third in 1997, but
EMT has managed to maintain the largest market share to the
present. The two alternative operators (Tele2 and Radiolinja)
split 49% of the market between them, while EMT has the
remaining 51%.
CATV/Internet: The CATV and Internet segments are both open
to competition, and several operators offer services. Tele2 is one
of the leading operators. The company is offering bundled
services that include Internet access.
Broadband: The broadband segment saw competition prior to
liberalization. ET launched ADSL service in March 2000 and
already tallied almost 2,500 subscribers by the end of the year.
Meanwhile, several BFWA licenses have been issued, and service
is available in many parts of the country. Finally, CATV operators
are also offering cable modem service to their customers.
Ease of entry into telecoms market sectors
Fixed Telephony: New operators emerged onto the fixed
telephony market immediately following liberalization and the
end to ET’s monopoly. Tele2 and Uninet negotiated
interconnection agreements with ET prior to 2001, and were
thus best poised to begin to offer services. With lower tariffs on
local, long-distance and international calling, the competition
began to take market share from ET.
Local telephony is more difficult to enter. Operators in this
segment will mostly provide services over CATV networks fixed
wireless or fiber to the building. Otherwise, they will need to
wait for local loop unbundling to be implemented effectively.
Leased Lines/Managed Data Services: In order to offer managed
data services, an operator must first obtain a license from the
regulator and then register with the ENCB, which is a
straightforward process.
Mobile: Entry to the mobile market hinges on government
licensing plans. 3G licensing may increase the number of mobile
operators, but 3G services are unlikely to appear before 2003 or
2004.
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CATV: The easiest means of entry to the CATV market is to
acquire existing operators, and then to upgrade and consolidate
the networks. Tele2 is a company that has risen to be a major
player, with a network covering thirteen cities.
Internet: Entry into the Internet access market is
straightforward from a regulatory perspective, as Internet access
is fully competitive. And with the investment by alternative
network operators into infrastructure, costs for ISPs should
come down.
Broadband: Entry to the broadband market requires an operator
to obtain its own access infrastructure, such as CATV networks,
or to obtain a fixed wireless access license.
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Table 7-1
Telecommunications Market Indicators: Estonia
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

38%

38%

0%

Household penetration (%)

71%

70%

-1%

% of total subs that are consumer

80%

78%

-2%

% of total subs that are business

20%

22%

2%

Total PSTN/ISDN revenues (Meuro)

155

158

2%

Population penetration (%)

37%

54%

17%

Total mobile revenues (Meuro)

150

200

33%

64

112

75%

% of connections that are consumer

70%

75%

5%

% of connections that are business

30%

25%

-5%

Total connections (000)

200

210

5%

Total homes passed (000)

355

375

6%

Total connections (000)

10.5

21.8

107%

DSL connections

2.5

18.0

620%

Cable modem connections

1.1

2.5

127%

BFWA connections

0.8

1.3

69%

Fiber connections

0.0

0.0

0%

Total connections (000)

3.0

3.7

24%

Total analogue connections

1.0

1.0

0%

Total digital connections, of which:

2.0

2.7

36%

Up to and including 64K

1.5

2.0

33%

>64K, <2M

0.5

0.7

40%

2M

0.02

0.04

100%

>2M

0.0

0.0

0%

PSTN/ISDN

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public Fixed Telephony Market Overview
In 2001, IDC forecasts the telephony market in Estonia will be
Euro 185 million. The foreign investors’ share of the market is
about 49%, with the most prominent investors originating in
Finland and Sweden.
Table 7-2 shows fixed-telephony operators.
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Figure 7-2
Fixed-Telephony Operators in Estonia
Geographic Coverage

Types of Telephony
Offered (local, LD,
ILD)

Target markets
(business/residential

Eesti Telefon

National

Local, LD, ILD

Both

Tele2

Regional

LD, ILD

Both

N/a

LD, ILD

Both

Operator

Uni
Source: IDC, 2001

Overview of Telecommunications Access Infrastructure
Fixed Access: Eesti Telefon owns most of the fixed access
infrastructure in Estonia, and new entrants lease capacity on its
network. However, ET’s new competition is constructing their
own backbones and international connection channels on which
to operate services. Telephone penetration increased by the end
of 2000 to 38%, all under ET’s control. This constituted 519,000
lines.
CATV Access: There are several operators providing CATV
access. Tele2 (AB Levicom’s brand name) has emerged as the
leading proponent of cable modem access. It is estimated that
over 200,000 homes subscribe to CATV service.
Fixed-Wireless Access: In total, the ENCB has offered six
technical authorizations to operators for operating fixed wireless
access: 5 to 3,5 GHZ bandwidth and 1 to 26 GHz bandwidth.
Mobile Cellular Access: The three mobile operators own their
own networks and have national coverage.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Estonia will be Euro
205 million. The foreign investors’ share of the market is about
67%, with the most prominent investors originating in Finland
and Sweden.
Table 7-3 shows mobile operators, while Figures 7-1 to 7-3 show
mobile operator market shares.
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Table 7-3
Mobile Operators in Estonia
Operator

Standard

Population
Coverage (%)

Target Market
(business/consumer)

EMT

NMT450
GSM900

99

Both

Radiolinja

GSM900

99

Both

Tele2

GSM900

97

Both

Source: IDC, 2001

Figure 7-1
Estonia: Mobile Operator Market Shares by Subscriber

26%

EMT
51%

Radiolinja
Tele2

23%

Source: IDC, 2001
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Figure 7-2
Estonia: Mobile Operator Market Shares by Minutes of Use

23%

EMT
Radiolinja
56%

Tele2

21%

Source: IDC, 2001

Figure 7-3
Estonia: Mobile Operator Market Shares by Revenue

21%

EMT
Radiolinja
59%

20%

Tele2

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Eesti Telefon
Ownership: AS Eesti Telefon (ET) is the incumbent telecoms
operator in Estonia. The company is 100%-owned by AS Eesti
Telekom, which is a holding company that is the sole owner of
both ET and its sister company, the mobile operator EMT. AS
Eesti Telekom is 27.28% owned by the Republic of Estonia,
25.50% by Baltic Tele AB (a holding company owned by Sonera
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of Finland and Telia of Sweden), 23.72% by public investors,
11.75% by Telia, and 11.75% by Sonera Holding B.V., a
Netherlands-based holding company for Sonera.
Services: ET only began to face competition in its core telephony
business at the beginning of 2001, when the market was fully
liberalized. The company began the year with about 520,000
main lines in service. The company has been adding telephone
lines, backbone equipment and modern switching a fast pace for
several years, but with penetration at nearly 36%, and with the
mobile market soaring ahead, the basic telephony market is
probably close to saturation. Add to that point the new telephony
competition, and ET now needs to look to other business
segments for growth.
The Internet is one key area of growth for the company. ET
benefits from Internet use in more than one way. It is a leading
ISP, but it also carries the traffic from most other ISPs as well, as
dial-up Internet traffic accounted for 40% of local traffic in 2000.
Additionally, ET is encouraging customers to switch to dedicated
connections, including ADSL, which it launched in early 2000,
and fixed wireless (BFWA), which it launched in the first half of
2001.
International Strategy: ET’s parent company, Eesti Telekom,
reportedly announced early in 2001 that it would consider
growth by acquisition, and one of its possible target markets
would be Russia, particularly Northwest Russia and St.
Petersburg.
Strengths and Weaknesses: As the incumbent, ET is now losing
market share in core services. However, the operator is proactive
in developing new revenue sources such as broadband.
Mobile Operators
EMT
Ownership: AS EMT (EMT) was the first mobile operator in
Estonia. It is the sister company to incumbent operator Eesti
Telefon. Both companies are 100%-owned by a holding company,
called AS Eesti Telekom (see ET profile above).
Services: At the end of 2000, the operator had three fifths of the
market in terms of subscribers, and its network, now dual-band,
covers about 99% of the population in Estonia. With an eye to
the future, EMT has been introducing innovative new services.
The company offers WAP-based services and location-based
services. On July 1, 2001 EMT launched GPRS.
Alliances and Partnerships: In an effort to develop the
applications the clever applications that will win over customers
in the era of mobile data services, EMT made some small
investments in application developers that might help the
company to achieve its goals. EMT bought 5% of Mgine
Technologies Oy, a Finish location services and personalization
application developer. It also bought 26% of Voicecom OU, an
Estonian application developer for the telecoms and banking
sector.
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Strengths and Weaknesses: EMT’s primary strength is its early
entry to the market, which allowed it to draw many of the most
lucrative clients and develop its network ahead of the
competition. Additionally, the company’s ties to the incumbent
are a benefit, both in the past, in terms of obtaining the network
resources needed for operations, but also in the future, as both
EMT and ET seek to grow their respective businesses through
cooperation, and integration, at least in the high-end business
market. EMT’s commitment to innovative services, such as its
location-based services, should also help to retain business users
and to attract new customers. On the other hand, EMT’s
competitors are tough challengers, in terms of service, network
coverage and price. EMT will need to work hard to stay ahead,
and it must hope that it can find the right mix of new services to
keep customers happy.
Tele2 Estonia
Ownership: The Sweden-based Tele2 AB (formerly Netcom)
controls two separate companies in Estonia, one providing
mobile services, the other providing fixed-line telephony, CATV,
Internet and broadband services. Tele2’s mobile company is
called AS Ritabell and operates under the brand name Q-GSM,
and it owns 95% of this company. The other business, OU
Levicom Broadband, provides fixed-network services. Tele2
increased its stake in Levicom from 19.9% to 60% in May 2001.
Tele2 will now merge the operations and organizational
structures of the two companies to create an integrated mobile
and fixed-network voice, data, Internet and broadband company.
Services: Tele2 provides mobile services through its AS Ritabell
company, which operates a GSM 900 network under the name QGSM. Ritabell is the newest of the three operators, which is
reflected in its lower market share. The company had about 19%
of the market at the end of 2000. In an effort to improve results,
the company strives to be the most affordable of the three
operators.
In the fixed-network service segment, Tele2 operates twelve
CATV networks in Estonia, and it is one of the largest dial-up
ISPs. The company also offers broadband access via its CATV
network in Tallinn and over BFWA, in addition to traditional
leased lines. Tele2 is also trying to be the leading challenger to
the incumbent operator, ET, in the newly liberalized telephony
market. At present, the company only offers long-distance,
international and fixed-to-mobile calls at a discount to ET,
though local services are expected at a later date.
Strengths and Weaknesses: Tele2’s strategy of combining
telecoms, Internet, CATV and broadband within one operation is
an aggressive one that so far appears successful. It is a strategy
that hinges on the idea of bundling all communications services
to customers in order to simplify the customer’s decisions, and
to leverage the marketing, sales, brand development and
infrastructure across product lines. It is also a strategy that looks
past the technology involved and simply seeks to provide desired
services to customers by whatever means is available, effective
and affordable (i.e. if a CATV network is not in place, why not try
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BFWA instead?). There is strong logic behind such a strategy,
but many other operators that have followed similar plans (such
as UPC in Europe and AT&T in the USA) now find themselves in
some difficulty. Some such operators are now reversing course
and unbundling their service offerings. It will be intriguing to
see if Tele2 defies the trend and finds success with its strategy in
Estonia.
Radiolinja Eesti AS
Ownership: Radiolinja Eesti was the second mobile operator to
enter the Estonian market. The company is a subsidiary of
Finnish mobile operator Radiolinja AB.
Services: Radiolinja Eesti AS was established in 1994, and it
launched services in 1995 as the second mobile operator in
Estonia. The company claimed 130,000 subscribers at the end of
2000, all of them post-paid. The services operate on a dual-band
GSM 900/1800 network that covered 98% of the population of
Estonia at the end of 2000.
Strengths and Weaknesses: Radiolinja’s strategy has involved
focusing on maintaining its strength in the post-paid segment
and refraining from pursuing the competition in the more cutthroat pre-paid subscriber market segment. Thus far, the
operator has managed to continue to grow its business, but it is
slowly losing market share. With the market likely to continue
shifting toward pre-pay, Radiolinja’s post-paid-only approach
may not be viable. The operator will need to either enter the prepaid market or ensure that its services remain competitive in
other ways.

Internet Market Overview
Eesti Energia, the country's power utility, has announced plans
to provide services over its own energy network. This network is
expected to be the first active alternative nationwide backbone.
Until then, ISPs are still dependent to a large extent on the
incumbent operator. Eesti Telefon offers a special tariff for dialup Internet calls which is less expensive than voice calls.
Alternative voice operators are also beginning to offer their own
dial-up Internet tariffs. Eesti Telefon has its own Internet
division, which provides subscription-free dial-up, leased line
and broadband Internet access to end-users. Alternative
operators Tele2 and Uninet also offer Internet access services for
businesses and consumers. Other leading ISPs include Delfi
Online, EsData, and KPNQwest Estonia. Additionally, Starman, a
cable television provider, offers cable Internet access over its
network.
IDC estimates that Estonia will have 112,377 Internet
connections in 2001.
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ISP Profiles
Eesti Telefon
Eesti Telefon’s Atlas division offers data communication, Internet
and telephone services to companies and households. Internet
access services include nationwide subscription-free dial-up,
leased lines, and DSL Eesti Telefon has claimed the leading
position in Estonia's dial-up and DSL Internet access markets.
Tele2
Tele2 (Levicom BroadBand) provides telephone, Internet and
cable TV services in Estonia. The company is owned by Tele2 AB
and Levicom International Holdings BV. It was one of the first
alternative providers of fixed voice services following the
liberalization of Estonia's telecommunications market. It claims
the second-highest share of Internet connections in the country.
Tele2 provides nationwide subscription-free dial-up Internet
services, cable Interent, leased lines and fixed wireless access. It
was the first ISP in the country to offer subscription-free dial-up
services.
Uninet
Uninet Data Communications (Unineti Andmeside AS) was
founded in 1994. Today Uninet is a subsidiary of Elisa
Communications of Finland. Uninet began its operations in
Estonia by providing leased-line and dial-up connections, along
with related services such as hosting in Tallinn and larger cities
in Estonia. Uninet has also provided private network connections
both domestically and internationally. It operates Frame Relay
and ATM networks. Uninet is currently providing Internet and
international network connections to enterprises in Estonia and
has built its own transmission network. The company was the
first to offer DSL in Estonia.
Delfi
Delfi operates 12 private networks with more than 700
connections, over 1,200 leased lines and more than 16,000 dialup clients throughout the Baltics. Delfi’s strategy is to target
corporate customers and focus on professional business data
communication services. Delfi ISP’s largest customer is
Hansapank, a commercial bank that is active in the Baltic
countries. It now operates the following portals in all three
Baltic countries: Delfi.ee, Delfi.lt, and Delfi.lv.
EsData
EsData provides data communication and internetworking
services. The company was established in December 1993 on the
basis of the Computer Center of the Institute of Cybernetics.
Sonera and Eesti Telefon have shares in the company of 70% and
30% respectively. EsData provides dial-up, ISDN and leased line
Internet access connections, along with Web hosting services,
server housing, and managed digital channels between clients'
LANs or PBXs.
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KPNQwest Estonia
KPNQwest Estonia has been active in the local market since
1995. Most of the company’s revenues are generated by
connectivity services related to TCP/IP protocol and Internet.
Internet access services offered by the ISP include dedicated
Internet connections plus nationwide dial-up access.
Additionally, KPNQwest Estonia offers hosting and housing
services, Web and mail services, and database hosting and
housing. The ISP also provides LAN and VPN solutions.
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Chapter 8
Finland
Overview
Regulatory Developments
Licenses: De-regulation was introduced in Finland in 1994, and
the country’s telecoms market has since then developed in a
complex and unique way. Until 2000, there were two
incumbents: Sonera, (formerly Telecom Finland), and the Finnet
Group, which was an association of 46 local operators. In early
2000, the largest of the Finnet Group’s members, Helsinki
Telephone Corporation, moved out of the Finnet Group to form a
third company under the name Elisa Communications. There
are thus now three main operators in Finland, in addition to
alternative operators: Sonera, Elisa, and the Finnet Group of
local operators. Altogether, there are some 50 operators which
the Finnish regulator considers to havesignificant market power,
or SMP. Sonera, Elisa and Finnet all have SMP in local fixedtelephony services, and Finnet and Sonera have SMP in londdistance domestic and international services as well. In the
following paragraphs, where reference is made to the three
incumbents, the SMP operators of the Finnet Group are treated
as an entity even though the geographical areas where they have
SMP are different.
The following is the most recent list of licensed operators in
Finland as of March 2001, according to the classifications of the
Finnish regulator. It should be noted that there is substantial
overlap between the local, long-distance, and international
operator categories, and the list does not specify which operators
are actually offering services or which operators offer BFWA.
•

86 operators in local networks

•

45 operators in long-distance networks

•

46 operators in international networks

•

4 GSM operators

•

6 3G operators

•

43 operators offering other services, including data services,
leased lines, and wholesale capacity

CPS: In terms of major regulatory steps taken since 1994,
carrier pre-selection for national calls was introduced in the
same year, but was delayed until 1998 for international calls. CPS
for local calls is scheduled to commence in autumn 2001.
NP: Fixed NP was introduced in 1997. There is no information
available as to whether this applies to geographic or nongeographic NP. Mobile NP is likely to happen in late 2002 or
early 2003.
LLU: Local loop unbundling has been officially on offer since
1997, but disputes between the incumbents and alternative
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operators somewhat slowed its introduction. In particular
alternative operators have complained about high pricing for
local loop access. In the last year, however, shared access has
become available, and there has been significant progress in
LLU. While the Finnish regulator does not publish information
on the status of LLU, the European Competitive Telecoms
Association (ECTA) estimated in July 2001 that of 25,000 DSL
lines, 11,000 were unbundled and operated by alternative
carriers.
State of competition in telecoms services
Finnish operators are relatively advanced and European and
global telecoms players have not shown much interest in the
market due to the country’s small size and remote location.
Fixed Telephony: While there are now three different
incumbents, each has in effect a monopoly on the local loop in
their different geographical areas. Although it has been
theoretically possible for competing operators to lease local
copper for well over 2 years, high prices have effectively
prevented them from doing so. As a result, new entrants that
have entered the Finnish market have tended to focus almost
exclusively on high-end business customers in Finland’s large
urban centers.
Leased Lines/Managed Data Services: As with fixed telephony,
the different incumbents also control leased line access in their
respective areas. There are two main data providers, Sonera and
Elisa Communications, and global carriers have a small presence
in Finland to serve clients with extensive international
connectivity needs.
Mobile: Sonera has managed to maintain dominant market
position with a 57% share of the subscriber market, but
Radiolinja and Telia are popolar operators offering attractive
services which gives consumers choices to chose from.
CATV: As with fixed telephony, CATV providers operate on a local
basis within prescribed franchises, and do not compete directly
with each other.
Internet: Sonera’s Internet subsidiary has a market share of
around 47% of total connections in Finland. There are an
additional 50 ISPs in Finland that split the remaining 53% of the
market.
Broadband: Restricted access to the local loop and a lack of bidirectional cable infrastructure due to the fragmented nature of
CATV service in Finland has led to a lack of availability of fixed
line broadband services, despite the fact that they too have been
theoretically available for over two years. BFWA licenses have
been awarded in 1999 and 2000 on a first come, first served
basis, in the 3.5, 10.5, 26, and 38 Ghz ranges for metropolitan
areas. The key companies’ that have won licenses in Finland for
this service are Formus, ART, and UPC; UPC is the only operator
of the three that has not filed for bankruptcy. Therefore
competition in the BFWA area is now very weak.
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Ease of entry into telecoms market sectors
Fixed Telephony: The process of applying for a fixed telephony
license is straightforward, as the applicant simply fills out a
notification form available on the Internet. However, since there
are three different incumbents in Finland, the process for an
alternative operator to provide nationwide coverage will most
likely be complicated. In fact, new providers have to negotiate
with the main provider of interconnection in each of the 13
numbering areas.
Leased Lines/Managed Data Services: As with the telephony
market, the three incumbents control leased line access due to
their ownership of infrastructure. While an alternative provider
could offer data services over leased infrastructure, the existence
of Sonera and Datatie in the data market means that there is
little room in this small country for alternative providers aside
from providing international services.
Mobile: The Finnish mobile market is very much a closed market
with little foreign involvement – only Telia from Sweden
currently operates in the Finnish mobile market and Netcom
from Sweden got one of the four 3G licenses in a consortium
including smaller local operators.
CATV: Entry into the CATV market in Finland would need to be
via acquisition, since CATV service is fragmented along local
lines and is often provided by local housing associations.
Internet: The Internet market is technically easy to enter since a
new provider only requires a notification and can lease capacity
from the various incumbents.
Broadband: The only real form of entry into the Finnish
broadband market would be via DSL service, either by
purchasing wholesale access or by colocating in incumbent
exchanges. Colocation is not a difficult process in Finland as
nearly half of Finland’s DSL lines are over unbundled lines.
Entering the cable modem markets is possible only via
acquistions, however, and it is unlikely that more BFWA licenses
will be awarded, so they are probably on the market and
purchasable from their bankrupt owners.

A IDC

- 149 -

HT04B

Table 8-1
Telecommunications Market Indicators: Finland
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

64%

66%

2%

Household penetration (%)

92%

94%

2%

% of total subs that are consumer

63%

62%

-1%

PSTN/ISDN

% of total subs that are business

37%

38%

1%

Total PSTN/ISDN revenues (Meuro)

1,728

1,791

4%

Population penetration (%)

78%

86%

10%

Total mobile revenues (Meuro)

889

1,200

35%

Total Internet connections (000)

724

897

24

% of connections that are consumer

85

85

% of connections that are business

15

15

Total connections (000)

0.786

0.786

0%

Total homes passed (000)

0.800

0.800

0%

Total connections (000)

24

58

137

DSL connections

5

19

281

Cable modem connections

19

35

89

BFWA connections

1

3

405

Total connections (000)

31.4

30.2

-4

Total analogue connections

8.9

7.0

-21

Total digital connections, of which:

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

22.5

23.2

3

Up to and including 64K

17.2

17.5

2

>64K, <2M

3.6

3.8

5

2M

1.7

1.9

10

>2M

0.1

0.1

50

Source: IDC, 2001

Public Fixed-Voice Telephony Operator Overview
IDC estimates the Finnish fixed telephony market will reach 1.6
billion Euros in 2001. Foreign investors have a 1% share in that
amount, with Sweden being the primary foreign investing
country.
Table 8-2 shows fixed-telephony operators, while Figures 7-1 to
7-3 show operator market shares.

HT04B

- 150 -

A IDC

Table 8-2
Fixed-Telephony Operators in Finland
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Sonera

National

Local, LD, ILD

Both

Finnet Group

National

Local, LD, ILD

Both

Telia Finland

Regional

Local, LD, ILD ,

Both

Elisa Telecommunications

National

Local, LD, ILD

Both

Operator

Source: IDC, 2001

Figure 8-1
Finland: Fixed-Telephony Operator Market Shares by Direct
Subscribers

26%

27%

Elisa
Sonera
Finnet

47%

Source: IDC, 2001
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Figure 8-2
Finland: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

22%

23%

Elisa
Sonera
Finnet

55%

Source: IDC, 2001

Figure 8-3
Finland: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

18%
34%
Elisa
Sonera
Finnet

48%

Source: IDC, 2001

Overview of Telecommunications Access Infrastructure
Fixed Access: The three incumbents in Finland each own their
own access infrastructure within their license franchises. Local
telephony subscribers thus connect either through Sonera, Elisa,
or a Finnet Group-owned operator, depending on where they
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live. Alternative operators must interconnect with the three
incumbents to access local users, or else apply for unbundled
lines.
Some of the Finnet companies and Sonera offer DSL services,
and Sonera also offers CATV broadband access over its own
network.
CATV Access: CATV coverage in Finland is extensive but as with
fixed-line telephony, it is fragmented among local operators. The
largest single operators are Sonera and Helsinki Television
(HTV), and local community housing associations also own their
own local networks. There are nearly 1 million CATV subscribers
in Finland, most of which subscribe to Finnet Group local
operators.
Fixed-Wireless Access: As most holders of BFWA licenses are
now out of business, there is little BFWA infrastructure in place
in Finland. What little there is, morever, will be in metropolitan
areas, since those are the regions covered by the licenses.
Mobile Cellular Access: Mobile operators, of which there are
four in Finland, own their own networks and provide national
coverage.

Mobile market overview
Sonera remains the market leader in Finland. The number of
GSM subscriptions grew during Q1 2001 to reach 2.4 million
mobile subscribers. The proportion of Duo dual-band
subscriptions within sales of GSM subscriptions grew towards
the end of the year and was more than 80% of subscriptions sold
during the fourth quarter. Sonera was followed by Radiolinja,
which recorded 1.5 million customers at the end of March 2001.
There has also recently appeared a new service provider, DNA,
which is owned by local operators in the Finnet Group.
In the last two years mobile value-added services have gained in
importance. For example, more than 1.5 million of Sonera
customers are currently using the mobile portal Sonera Zed.
Sonera was the first operator in Finland to offer GPRS and
HSCSD services, while the others have followed. Radiolinja
launched its GPRS service in September 2001. DNA, which
started to operate in February 2001 has offered GPRS service in
its network from the beginning. Telia has also recently
announced its plans of launching the GPRS service in the end of
October. Currently the operators are finalizing their pricing
strategies regarding the GPRS services.
In March 1999, Finland awarded the first 4 3G licenses in
Europe, which were allocated by beauty contest. The companies
awarded were Sonera, Radiolinja, Telia Finland, and Suomen 3G.
IDC estimates the mobile market in Finland will be worth 1.2
billion Euro in 2001. Foreign investors from Sweden account for
5% of the market.
Table 8-3 shows Finnish mobile operators, while Figures 8-4 to
8-6 show mobile operator market shares.
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Table 8-3
Mobile Operators in Finland
Operator
Sonera

Standard

Population
Coverage (%)

Target markets
(business/consumer)

NMT450/900

99

both

GSM9001800
Radiolinja

GSM900

98

both

Telia Finland

GSM1800

98

both

Suomen 2G

GSM900/1800

N/A

both

Source: IDC, 2001

Figure 8-4
Finland: Mobile Operator Market Shares by Subscriber

4% 2%

Sonera
Radiolinja

37%
57%

Telia
Other

Source: IDC, 2001
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Figure 8-5
Finland: Mobile Operator Market Shares by Minutes of Use

5% 2%

Sonera
Radiolinja
37%
56%

Telia
Other

Source: IDC, 2001

Figure 8-6
Finland: Mobile Operator Market Shares by Revenues

5% 2%

Sonera
Radiolinja
37%
56%

Telia
Other

Source: IDC, 2001

Fixed and mobile operator profiles
Fixed Operators
Sonera
Ownership: Until March 2000, Sonera was fully owned by the
Finnish government, which subsequently reduced its ownership
initially to 54.6% and then to 53%. 47% is held by private
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shareholders (13% domestic institutions and retail and 34%
foreign investors). As of Ocrober 1 2001, Sonera’s market
capitalization was 2 billion Euro.
Services: Sonera provides telecommunications services to
residential and business customers, primarily in Finland. The
company’s major lines of business include mobile
communications services, fixed-line domestic and international
voice services, data and media communications services,
equipment sales and other operations.
Sonera is most renowned for and focused upon its innovative
offerings in the mobile arena. However, Sonera has also
maintained its reputation for leadership in fixed line telecoms
over the last 12 months. In particular, it has developed its IP
network services offerings to include the full provisioning of
managed Quality of Service, and application billing. It also began
offering its retail ADSL service in June of this year, well ahead of
most of its European counterparts. It also is trialling powerline
technology with a view to launching a commercial service
during 2001. Sonera has launched two joint ventures in the
areas of home networking and complete IT and telecoms service
provision to SMEs
International Strategy: The company operates in Finland,
Sweden, Belgium, the Netherlands, Germany, Russia, Latvia,
Turkey and the United States.
Wholly owned Sonera subsidiaries and joint ventures include:
• Sonera Entrum — provides fixed network voice and data
services to the residential and corporate markets.
• Sonera
Solutions
—
develops
and
provides
telecommunications and information technology solutions for
major corporations and organizations.
• Sonera Carrier Networks — is responsible for the operation of
Sonera’s backbone network. It is Finland’s largest and most
international network operator. Outside Finland, Carrier
Networks’ market area covers northwest Russia, northern and
central Europe, and North America.
Sonera acquired Paamies-Kauppiaat and MultiWeb B.V. in 1999
and Frontec Support and Across Holding AB in 2000.
Strengths and Weaknesses: Sonera’s main competitive
advantage is its leadership in mobile and IP technologies.
However, it has also has large amounts of debt due to payments
for 3G licenses, and is too small to establish itself as a credible
pan-European player. It is likely that it will merge or be bought
by another European (probably Nordic) telco once the
government decides to sell its remaining stake in the company.
Elisa Telecommunications
Ownership: Elisa Telecommunications changed its name from
the Helsinki Telephone Corporation in 2000, after withdrawing
from the Finnet Group. As the second-largest incumbent
operator after Sonera, it is a group of companies incorporating

HT04B

- 156 -

A IDC

Elisa Telecommunications Corporation and several other Finnish
Telecoms operators, which include:
- Oy Datatie Ab: Nation-wide data transmission services
- Oy Radiolinja Ab: GSM network operator
-

Oy Finnet International Ab: International telecoms services
under the 999-dialing prefix.

As of end-September 2001, Elisa’s market capitalization was 1.2
billion Euro.
Services: Elisa provides mobile and fixed line services to
residential and business customers as well as wholesale carrier
services to other operators.
International Strategy: The focus of the group’s international
activities is on the Baltics and Germany.
Strengths and Weaknesses: Elisa’s presence in the Finnish local
telephony market is strong, and it is also taking a lead in
deploying broadband services in Finland with over 11,000 ADSL
customers in June 2001. However, it has suffered in line with
the wider telecoms market in recent months and it has made no
secret of the fact that it is talking to other Nordic operators
about co-operation. Therefore, Elisa may merge or get taken
over in the short to medium term.
Finnet Group
Ownership: The Finnet Group is the third incumbent operator
in Finland, and is a group of local providers from around the
country which are each either fully or privately owned.
Services: The Finnet Group is a purely domestic operator and
has not announced any plans regarding expanding
internationally.
Strengths and Weaknesses: Without Elisa, Finnet no longer has
the capital city of Helsinki, and remains a fragmented group of
local operators. However, the corresponding loss of GSM
operator Radiolinja, which occurred when Elisa split to form a
separate company and took Radiolinja along, may be mitigated
by the Finnet Group’s new GSM operator DNA. As DNA has won
a 3G license as well, Finnet now has a good prospect for future
revenue growth beyond fixed telephony.
In owning its infrastructure, Finnet Group can gain revenues
from interconnection and LLU from alternative operators
seeking to enter Finland.
Mobile Operators
Sonera
Sonera, the leading mobile operator in Finland is aiming to
become a major force in selected international markets. Sonera
major strength lies in the diversity of its operations, which cover
both fixed network and mobile communications and services.
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Ownership: Sonera is owned by the Finnish State 53%
(FINLAND), Domestic Institutions and retail 16% (FINLAND),
and free float 31%.

Services: Sonera offers various kinds of voice and data valueadded services are already being widely used in Finland. These
services can be used not only for making calls or sending text
messages but also for acquiring information and keeping up with
news.
International Strategy: In May 2001 Sonera Corporation U.S.
(Sonera Corporation 100%) received the approval of the US
Federal Communications Commission FCC for a license in the
USA to start fixed line operations. Sonera has also joint ventures
and partnerships all round Europe:
•

Turkcell in Turkey 37,3%,

•

Powertel in USA 8,9%

•

VoiceStream in USA 7,9%

•

Pannon GSM in Hungary 23%

•

Eesti Mobiiltelefon in Estonia 24,5%

•

Latvijas Mobilais in Latvia 24,5%

•

Omnitel in Lithuania 27,5%

•

North West GSM in Russia 23,5%

•

Libancell in Lebanon 14%

Alliances and Partnerships: Regarding the 3G joint ventures,
Sonera has partnered with following companies:
• Marabu GmbH in Germany 42,8%
• Ipse 2000 S.p.A. in Italy 12,6%
• Xfera Moviles SA in Spain 14,3%
• Broadband Mobile ASA in Norway 50%
Strengths and Weaknesses: Sonera is a very innovative operator
and has been able to successfully introduce new data services.
However, it is now short of cash due to its recent investments in
3G licenses and infrastructure.
Radiolinja
Oy Radiolinja Ab is the second largest mobile operator in Finland
with over 1.5 million mobile customers. Founded in 1988, Oy
Radiolinja Ab has acquired a reputation as a world record beater.
In fact, the world's first GSM call was made on Radiolinja's
network on in March 1991.
Ownership: Radiolinjia is 100% owned by Elisa Comms
Corporations.

Services: The company offers digital mobile communication
services for private and corporate customers. Radiolinja
produces and develops various voice- and value added services in
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order to allow Finnish people to communicate independent of
time and place.
Alliances and Partnerships: Radiolinja and Yahoo! jointly
provide content services for Radiolinjia's Internet and WAP
services. Topics includes news, financial affairs, sports, and
weather. In addition to Finnish-language material, the Internet
service provides material in Swedish and English.
Radiolinja is also the major company in the Radiolinja Group
which comprises also the subsidiaries Radiolinja Eesti AS, SIA
Radiolinja Latvija, EcoSite Oy, and Kiinteistö Oy Keilalahden
Satama 5, and the associated company Kiinteistö Oy Telia
Finland
Strengths and Weaknesses: Radiolinja will improve its ARPUs
through its increasing presence in the corporate market.
However, the operator has not been successful in reducing
Sonera’s market share.
Telia Finland
Ownership: Telia Finland, the smallest of the four operators in
the country is a wholly owned subsidiary of Telia, the Swedish
incumbent telecom operator. The company currently counts
over 180,000 customers.
Services: Speedy Tomato, Telia mobile portal, is aiming to
become pan-European and is currently available in Denmark,
Sweden, England, Italy and Finland.
Strengths and Weaknesses: Telia has steadily increased its share
of the Finnish market, but has found it difficult competing
against the two established operators, Sonera and Radiolinja.
Suomen 2G/DNA
Ownership: The 34 teleoperators behind 2G, which has taken the
brand name DNA, own and operate extensive mobile networks
throughout Finland facilitating nation-wide coverage. The
company was awarded its GSM900 licence in January 2000 and
was supposed to launch mobile services by the beginning of
September of 2000 as set out by the Ministry, but had been
pushed back to the end of January 2001 due to disputes over
frequency suitability.
Finnish 2G Ltd was founded in autumn 1999 to create a basis for
third generation mobile operations. The previous spring Ministry
of Transport and Communications had granted Finnish 3G Ltd a
third generation mobile network operating license. Transition to
3G technology will take place in phases through rapidly evolving
GSM technology.
Services: Suomen 2G began offering limited commercial
services in early 2001, and since launch has been one of the first
Finnish mobile operators to have launched GPRS services.
Strengths and Weaknesses: DNA through its shareholders will
have a good understanding of the market and what users want.
However, the operator will find it difficult to acquire new
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customers, as the market is very mature and is dominated by
Sonera and Radiolinja.

Internet market overview
The Internet subsidiary of Sonera has a market share of around
47% with at least 50 ISPs offering Internet services on a local or
regional basis. Around 10 ISPs offer their services nationwide.
The dominating Internet access service providers in Finland are
Sonera, Kolumbus and Saunalahti. Together they have about
80% market share in terms of total connections.
Subscription-free consumer Internet access counts for a large
share of the Internet access market, but unmetered dial has not
yet been launched. This follows the same pattern in other Nordic
countries, where DSL penetration is high, so the need for
unmetered dial is perhaps lower than for other European
countries. Operators specialize to a greater extent on broadband
DSL and cable services. Most Internet access providers offer DSL,
and prices are expected to decline significantly. Wireless local
loop networks have also been introduced and currently there are
over twenty electric distribution companies taking part in a
power line telecommunications pilot project, which were
planned to lead to service launches in 2001. However, the
withdrawal of digital powerline projects in other parts of Europe
may dampen enthusiasm for this technology in Finland.
The Finnish ISP market has seen a number of consolidations. In
September 2000, Helsinki Telephone Company completed its
merger with HPY Holding to form Elisa Communications and
withdrew from the Finnet Group. Elisa’s Kolumbus ISP relaunched its portal in August. In January 2001, the Finnish ISP
Jippii Group bought British Constellation Internet for 1.1
million Euro. The acquisition strengthened Jippii Group’s
position in UK hosting and Internet markets.
IDC estimates that Finland will have 897,000 Internet
connections in 2001.
ISP Profiles
Sonera
Sonera’s ISP Sonera Plaza is the most popular ISP in Finland.
The Finnish ISP is 100% owned by Sonera. Although Sonera
initially planned to list its ISP on the stock exchange, Sonera
Plaza is now part of Sonera’s core business and will not be
detached.
Sonera Plaza’s mission is to become, in its own words, “a leading
Internet transactions centre, combining e-commerce, versatile
Internet banking and finance services, media and
entertainment”. The company plans to expand its activities in
cable and digital TV. In June 2001 it counted 253,000 Internet
subscription in Finland.
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Elisa Communications
On January 1, 2001, Elisa Communication’s Kolumbus Internet
service was provided by a new limited company, Kolumbus Oy.
Elisa Communications transferred its entire Kolumbus business
to its 100%-owned subsidiary, Kolumbus Oy. Kolumbus offers
services to business as well as to residential users. In January
2001, Kolumbus was formed as an independent company and
currently holds a market share of 15% of the residential Internet
market. Kolumbus offers subscription and subscription-free
Internet dial access and ADSL. The company also offers telecom
services in Germany under its subsidiary Helsinki Telecom
Deutschland, now known as Elisa Kommunikation.
Jippii
Jippii is a Finnish multiservice provider. Previously called
Saunalahti Oyj, the company has expanded from being solely an
ISP to offering other services such as telephony, wireless
Internet, and fixed and mobile Internet portals.
Jippii was listed on the Helsinki Stock Exchange in April 2000.
In 2000, the company’s total revenue was EUR 34.6 million. The
group expects its turnover to exceed EUR 285 million in 2002.
The Finnish ISP is expanding via acquisitions throughout
Europe. The company is now present in Western and Central
Europe. Its total number of Internet consumer customers is
230,000.
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Chapter 9
France
Overview
Regulatory Developments
Licenses: France’s fixed telephony market has been open to
competition since 1998. There are three key additional operators
providing these services, as well as numerous small longdistance resellers. France also has three mobile operators.
As of September 2001, France had the following licensed
operators:
•

Nearly 100 fixed line operators, which include those
providing telephony, leased lines, and BFWA;

•

Of fixed line operators, 22 have the right to build a network
to offer capacity; 61 can build a network to offer telephony to
end-users, and 21 can deliver telephony over other operators’
networks.

•

13 mobile operators, which include the three GSM operators
as well as local radio and paging operators

CaTV networks are prevalent in France, but communications
services over such networks have not taken off until recently
since France Telecom controlled most CATV networks. This is
now changing, however: in May 1999, FT sold five cable
franchises to ntl. FT has also made moves to divest some of its
interests in cable TV through joint ventures, forming a new
company with Lyonnaise Cable and a similar one with NC
Numericable. The intention is that FT will withdraw completely
from these ventures when it floats shares on the stock market.
CPS and NP: Carrier pre-selection has been available for longdistance services only since 2000; CPS for local calls is still not
possible in France. Fixed NP was introduced in 1998, and mobile
NP is likely to happen in 2003.
LLU: In 1999, the regulator, incumbent and new operators were
involved in ADSL-related disputes with the regulator threatening
to take France Télécom to court unless it opened up its DSL
network to competition. Since then, steps were taken towards
greater competition in local access. In September 2000, the
French government mandated unbundling by January 2001. LLU
will be made available for shared and full access.
Easynet France, member of the Easynet Group, is the first
carrier to gain access to France Télécom’s local loop. After the
award of 44 regional BFWA licenses in July 2000, and the
unbundling of the local loop in January 2001, France’s local loop
networks are now open to competition. In February 2001, Tele2,
GTS-Omnicom, WorldCom and Kertel decided not to take part in
the unbundling process, as a result of the technical complexity
and high costs involved according to these players. The
companies plan instead to outsource the supply of services to
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third parties specializing in that field. Out of the 39 operators
which signed up to unbundled local loop trials in 2000, only half
decided to continue with their plans.
State of competition in telecoms services
Fixed Telephony: France has been slow in comparison to other
European countries in introducing CPS, possibly due to the fact
that France Telecom is still majority owned by the government
and therefore the government is loathe to introduce competitive
measures in the telecoms sectors. CPS for long distance has been
available since 2000, and is still not available for local calls. In
addition, LLU had still not begun in France by Q2 2001. Only
CATV operators own last-mile access in France, and most of
those lines have not been upgraded to handle voice traffic.
Due to the lack of LLU, CPS for local calls, and last-mile access
ownership by alternative operators, the fixed telephony market
in France still favours the incumbent.
Leased Lines/Managed Data Services: As with telephony
services, the leased line market in France is not very competitive
since France Telecom owns most last mile access. There are a
few operators which have a degree of direct access in major
cities, such as Colt, but most data operators must lease capacity
from France Telecom. In addition, France Telecom has a large
share of international data services from France due to its partial
ownership of Equant, which since its merger with Global One
has become one of the largest global operators in the world.
Mobile: France currently has three GSM operators, and Orange,
the operator owned by the incumbent, has the largest market
share by subscriber of 48%. SFR follows with 34%, and
Bouygues, which mainly serves consumers, has the remaining
8%. 3G license awards will not increase the number of operators
in the future, since the only two licenses awarded were to
existing license holders Orange and SFR. There are also no
MVNOs operating in France.
CATV: CATV networks currently pass 15% of French households.
Until two years ago, most CATV networks were controlled by
France Telecom; the incumbent then began either selling off
franchises to foreign CATV operators such as Ntl, UPC, and
Callahan Associates, or domestic firms such as Suez. This will
become increasingly significant as communications services
begin to be deployed over the cable infrastructure, which the
new network owners will upgrade for broadband and voice
services.
The three largest CATV operators in France are Lyonnaise Cable
(owned by Suez), NC Numbericable (owned by Canal+ and
Callahan Associates), and France Telecom, which each pass
approximately 2 million homes and have between 600,000 and
750,000 subscribers. They are followed by UPC France, Ntl
France, and EST Videocommunication. Therefore, while France
Telecom still has a significant share of the CATV market of
approximately 27% of total subscribers, it no longer controls the
majority as was the case only two years ago.
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Internet: France Telecom’s Internet subsidiary holds a market
share by connections of around 40%, and the consumer ISP
owned by the incumbent, Wanadoo, is one of the top five ISPs in
Europe due to its ownership of ISPs in other countries such as
the UK and Netherlands. However, other large ISPs in France are
pan-European ISP Tiscali, which acquired French ISP
LibertySurf in the beginning of 2000, and AOL of the US. As in
the CATV market, France Telecom has a strong presence but not
the majority market share.
Broadband: Though LLU has been theoretically available since
January 2001, alternative DSL providers have chosen to access
end-users via France Telecom’s wholesale offer. In this instance,
subscribers must sign up for a subscription with France
Telecom’s Netissimo service first. For cable modem services, the
incumbent has fewer subscribers than NC Numbericable –
80,000 compared with 100,000 in Q1 2001 – but is nevertheless
the second largest provider of broadband cable in France, since
Lyonnaise Cable, NTL, and UPC all have fewer broadband
subscribers.
BFWA give additional broadband service competition, though the
current market downturn has hit licensees that are young
companies such as Firstmark, and will thus hinder the rollout of
these services.
Ease of entry into telecoms market sectors
Fixed Telephony: While it is technically not difficult to receive a
telephony license in France, the lack of CPS for local calls and
slow pace of LLU makes it difficult for new operators to justify
entering the market, now that margins on long-distance calls are
so thin due to liberalization.
Leased Lines/Managed Data Services: Due to the incumbent’s
ownership of last mile access and continuing declines in leased
line tariffs, that service is difficult to enter in France. Similarly,
France Telecom has a strong hold on the data market, helped by
its extensive coverage and ability to offer Equant services to its
users with international needs.
Mobile: Two 3G licences have still to be awarded, increasing the
potential for at least one new entrant.There is also a potential for
a company to set-up as an MVNO. For a greenfield operator to
construct a network, would prove to be very costly given the size
of the country.
CATV: Entry into CATV has happened via acquisitions and will
continue to be so, since the cost of starting a CATV network from
scratch will never receive funding in current market conditions.
It is possible that France Telecom will decide to sell its
remaining CATV networks, but if so, those are likely to be bought
by other CATV operators in France such as NTL rather than a
new market entrant.
Internet: Entry into the Internet market is technically easy but
the market is crowded with both business and consumer ISPs
which are now in the process of consolidation. Therefore, as with
the CATV market, entry into the Internet market is likely to be
via acquisitions rather than starting new operations.
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Broadband: Entry into the DSL market can been done via the
incumbent’s wholesale service, and more than five ISPs are
currently offering DSL. A workable LLU offer would further ease
entry of new players into France, but so far that has not
appeared, and is unlikely to as long as the government controls
the majority share of France Telecom. There are no plans for
further BFWA license awards, which means that entry into this
area will mean purchasing a license from an existing holder. In
cable modem services, entry is likely only in the same way as in
the analogue CATV market, via acquisition of an existing
operator or franchise owner.
Table 9-1
Telecommunications Market Indicators: France
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

62%

63%

1%

Household penetration (%)

109%

108%

-0.1%

% of total subs that are consumer

70%

69%

-1%

PSTN/ISDN

% of total subs that are business

30%

31%

1%

19,659

20,298

3%

Population penetration (%)

49%

63%

28%

Total mobile revenues (Meuro)

8,209

11,060

35%

4,572

6,910

51

% of connections that are consumer

83

83

% of connections that are business

17

17

Total connections (000)

2,721

2,835

4%

Total homes passed (000)

8,449

9,209

9%

Total connections (000)

416

1,027

147

DSL connections

106

447

320

Cable modem connections

310

546

76

0

35

N/a

Total connections (000)

189.6

186.7

-2

Total analogue connections

76.7

61.3

-20

Total digital connections, of which:

Total PSTN/ISDN revenues (Meuro)
Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

BFWA connections
Retail Leased Lines

112.9

125.4

11

Up to and including 64K

79.6

82

3

>64K, <2M

27.1

35.8

32

2M

6.0

7.4

22

>2M

0.1

0.2

146

Source: IDC, 2001
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Public Fixed-Voice Telephony Market Overview
IDC estimates that the French fixed telephony market will reach
17.7 billion Euros in 2001. Foreign investors from Germany and
Italy have a 1% share in this market.
Table 9-2 shows fixed operators in France, while Figures 9-1 to 93 show operator market shares.
Table 9-2
Fixed-Telephony Operators in France
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

National

Local, LD, ILD

Both

Cegetel

National

Local, LD, ILD

Both

Siris

Regional

Local, LD, ILD

Business

France Telecom

Source: IDC, 2001

Figure 9-1
France: Fixed-Telephony Operator Market Shares by Direct
Subscribers
Subscriber market share

3%
2%
France Telecom
Cegetel
Others

95%

Source: IDC, 2001
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Figure 9-2
France: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

14%
6%
France Telecom
Cegetel
Others
80%

Source: IDC, 2001

Figure 9-3
France: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

14%
6%
France Telecom
Cegetel
Others
80%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: France Telecom owns most fixed access
infrastructure, except for those lines owned by CATV operators.
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CATV Access: CATV operators currently pass 15% of total
French households. The largest owners of CATV infrastructure
are Lyonnaise Cable, NC Numericable, France Telecom, and UPC
France, which together pass some 7 million homes.
Fixed-Wireless Access: BFWA operators have not announced
commercial service launches, which suggests that there is little
BFWA infrastructure in place to date.
Mobile Cellular Access: All three mobile operators cover 98% of
the population respectively. While quality of coverage in reality
may vary by operator and by region, these are the coverage
figures the regulator reports.

Mobile market overview
France can be considered quite a unique market, especially when
considering that it has only three mobile operators compared to
other large European countries: there are four in Italy, UK and
France and five in Netherlands. For this reason, competition has
not has been as strong as in the other markets. France Telecom –
Orange still leads the French mobile market, followed by
Cegetel’s mobile arm SFR and Bouygues Telecom. The latter has
in Q1 2001 increased its share in the market to 17.9% from
17.6% at the end of 2000 (see operator market shares below). At
the end of June 2001, there were 33 million mobile subscribers
in France giving a penetration of 55%.
In June 2000 the French government decided to allocate four 3G
licenses via beauty contest. In June 2001, only two licenses were
granted, to France Telecom-Orange and SFR, due to the squeeze
on telecoms investments which began earlier in the year.
France Telecom is the market leader and targets with its voice
and data services both the business and the mass market, while
Bouygues Telecom aims in particular to the consumer market
through an aggressive tariffing scheme and bundled packages.
SFR on the other hand targets high value mobile subscribers.
IDC estimates the French mobile market will be worth 10.9
billion Euros in 2001. Foreign investors from the UK and Italy
will make up 10% of the total market.
Table 9-3 shows mobile operators in France, while Figures 9-4 to
9-6 show mobile operator market shares.
Table 9-3
Mobile Operators in France
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

FT-Orange

GSM900/1800

98

both

SFR

GSM900/1800

98

both

Bouygues

GSM900/1800

98

consumer

Source: IDC, 2001

HT04B

- 168 -

A IDC

Figure 9-4
France: Mobile Operator Market Shares by Subscriber

18%
France Telecom
Orange
48%

SFR
Bouygues Telecom

34%

Source: IDC, 2001

Figure 9-5
France: Mobile Operator Market Shares by Minutes of Use

20%
France Telecom
Orange
47%

SFR
Bouygues Telecom

33%

Source: IDC, 2001
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Figure 9-6
France: Mobile Operator Market Shares by Revenues

15%
France Telecom
Orange
50%

SFR
Bouygues Telecom

35%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
France Telecom
Ownership: The French government owns a majority stake in
France Telecom (62.5%), while the remaining shares are publicly
traded. As of end-September 2001, France Telecom’s market
capitalization was 35.7 billion Euro.
Services: France Telecom offers telephony, Internet access,
leased lines, and data services, as well as mobile services through
its Orange subsidiary.
As far as broadband is concerned, the company intends to invest
approximately 270 million Euros over the next three years in
building its ADSL network, and concentrating rollout on the
regions where cable networks exist. At the end of 2000, it had
143,000 broadband cable and ADSL subscribers.
International Strategy: Importantly for an incumbent, France
Telecom has already moved away from fixed line telephony as its
main source of income – this area now accounts for around 43%
of total revenues. The downward trend of fixed line telephony as
a proportion of total revenue will continue. The objective is that
by 2003, domestic telephony revenues will be reduced to just one
fifth of group turnover, putting the company in a strong position
relative to its European peers. At the same time, FT plans to
continue investment in the company's international operations
until they account for 50% of revenues. This will be achieved in
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part via shrewd investments made in companies like Orange and
ntl. It is also well positioned to capture multi-national corporate
clients via its ownership of Equant and the construction of
backbone networks in Europe and North America
Through Orange, FT owns stakes in key mobile markets in
Europe, and through consumer ISP Wanadoo, FT is present in
several European countries’ Internet markets such as the
Netherlands and owns 100% of Spanish alternative operator
Uni2. FT also has several joint ventures in Africa due to its
historical colonial ties. Lastly, FT is the largest foreign investor
in the Polish telecoms sector, where it owns a minority share in
the incumbent operator and a GSM operator.
Strengths and Weaknesses: FT will be a powerful force in the
European corporate data market through its ownership of
Equant. In addition, Orange is a strong mobile brand throughout
Europe. However, FT needs to be careful about monitoring the
expenses of less-profitable Wanadoo.
Cegetel
Ownership: Vivendi created Cegetel in 1996 as a spin off from
the former utilities group Compagnie Generale des Eaux (CGE).
In 2000, Cegetel’s ownership structure changed: Vivendi which
had retained a 44% stake in the operator, bought Vodafone’s 15%
share, which raised Vivendi’s stake in Cegetel to an absolute
majority of 59%.
Based on an agreement signed in 1997, Cegetel has access to the
state railway’s 9,000km network, in which it has invested more
than 233 million Euros over the last three years.
Services: At the end of 2000 Cegetel had 2.5 million fixed line
subscribers using its “7” prefix. It has offered fixed line services
since 1998, and is now positioning itself to commercially offer a
wider range of fixed line services, such as IP-VPNs (launched in
the summer of 2000), ASP services and ADSL. In addition, at the
beginning of 2000 Cegetel started offering direct long-distance
services to businesses.
Strengths and Weaknesses: More recently, the merger between
Vivendi, Seagram and Canal Plus into Vivendi Universal has
brought Cegetel under the control of one of the world’s foremost
media groups, and this is likely to have positive implications for
the future of Cegetel, in terms of its future value. This is partly
because mobile telephony is cited as becoming one of the main
tools of music broadcasting over the next two years and Cegetel
offers both fixed and mobile telephony services.
T-Systems Siris
Ownership: T-Systems Siris was originally formed by AT&T–
Unisource and CGE. However, following the demise of the
AT&T–Unisource alliance the French operator was acquired by
Deutsche Telecom in November 1999. T-Systems Siris is the
number two alternative operator in France after Cegetel. Siris’
end of year 2000 turnover was 167 million Euros.
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Services: The company has to date targeted primarily the highgrowth business customer market, especially multinational
companies, and has over 700 customers. Siris also has an
agreement with First Telecom of the United Kingdom to jointly
offer telephone services to French residential customers using TSystems Siris’s 2-dial code access prefix.
Deutsche Telekom added the T-Systems name to Siris’ name in
Q3 2001 as part of its strategy of building an international brand
focusing on IP/data services and systems integration for large
companies.
The operator’s infrastructure currently comprises a 100,000kilometer network, which covers the whole of France. The
company’s infrastructure also includes a 155-megabit Internet
backbone, which positions it well to deliver broadband and
multimedia services.
Strengths and Weaknesses: Siris is fortunate to have a link with
Germany through its owner Deutsche Telekom. However,
competing with FT will be harder now that FT has Equant at its
disposal.
Lyonnais Cable/Noos
Ownership: Lyonnaise Cable is a subsidiary of French utilities
giant, Suez Lyonnaise des Eaux. The operator launched a cable
telephony service in December 1997 as well as a broadband
Internet access service in April 1998. The company operates 25
cable networks, which pass 2.3 million homes in 109 regions in
France.
In 2000 the company took on a new identity, launching its
digital services under the Noos brand name, offering Noostv,
Noosnet and Noostvnet. Lyonnaise Cable has retained a
controlling 50.1% stake in Noos, which has been offering
telephony and Internet services since March 2000.
Noos is France’s largest cable operator with over 756,277
subscribers, and it is the only other cable operator apart from
UPC to offer telephony in France. The Noos network is 90% bidirectional. However while cable telephony is available in Annecy
and Chambery, its extension to other sites has been delayed and
is now set for 2002.
The network will employ IP technology and is to prioritize the
introduction and deployment of multimedia services. The main
multimedia distributor in France, Noos has 240,000 digital TV
subscribers, 44,000 broadband Internet customers and 3,500
telephony subscribers.
The company plans over the next two years to attract 2.7 million
subscribers to its Broadband digital service, which will offer
Digital TV, and Broadband Internet over both the PC and TV. It
expects that 1.8 million of these connections will be within the
Paris region.
International Strategy: Noos’ expansion plans outside France
focus on the integration of acquisitions in Belgium and
Luxembourg.
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Strengths and Weaknesses: Noos has benefited from the
regulatory requirement that FT divest its shares in CATV
operators. However, the operator will have strong competition
from FT and other operators in DSL services in the broadband
sector.
9 Telecom
Ownership: Bouygues Telecom and Telecom Italia launched 9
Telecom in December 1997. Bouygues subsequently sold most of
its stake to Telecom Italia, retaining just over 3%. 9 Telecom’s
goal is to be a full service operator and the company will invest
nearly EUR 770 million over the next five years to develop its
own national and local network.
Services: 9 Telecom offers telephony, frame relay and ATM
services, leased lines, voice over frame relay and IP, and IP VPNs,
Internet access, and IP services such as hosting and streaming
media. The operator also operates a portal called Mageos.
Until 2001, 9 Telecom targeted the residential and SOHO
markets, but is now expanding its scope to include SMEs, large
businesses, and other carriers.
Strengths and Weaknesses: LLU will help 9 Telecom better serve
its target markets by giving it direct access, and its strategy of
offering services to corporates as well as consumers will give it a
larger revenue pool. However, FT still dominates the domestic
voice and data markets, and 9 Telecom is also competing with
Cegetel. Furthermore, the growth of CATV networks capable of
telephony will challenge 9 Telecom in its core telephony services.
Mobile Operators
France Telecom-Orange (Itineris)
Ownership: France Telecom –Orange it is wholly owned by
France Telecom, but since the acquisition of Orange, France
Telecom Mobiles is now part of the wireless holding group New
Orange. In France, France Telecom is more commonly known by
its brand name Itineris.
Services: France Telecom offers a wide range of value-added
services but in the last couple of years has made huge strides on
its portal and WAP services. It launched WAP services in
December 1999 but did not actively promote services due to the
lack of availability of handsets. However to coincide with the
launch of its personal portal, Voila, the operator started to
aggressively market its WAP service, in May 2000. In a short
space of time France Telecom has extended its range of WAP
services.
International Strategy: France Telecom-Orange is present in
over 13 countries:
Denmark: Orange (ex Mobilix), 54% owned by France Telecom,
is Denmark's dynamic telecommunications company aiming at
becoming the preferred global supplier of the residential and
business sectors. Netherlands: Dutchtone, a joint-venture of
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France Telecom, ABN AMRO and Rabobank, won a GSM 1800/EGSM license in February 1998.
Belgium: France Telecom owns 51 percent of Mobistar, the
company that awarded a license in 1995 to develop the second
Belgian GSM network.
UK: France Telecom acquired the third UK mobile operator
Orange at the end of May 2000. Merged with France Telecom's
mobile operations, Orange now has operating interests in 19
countries covering approximately 480 million people and a
controlled customer base of around 30 million.
Portugal: France Telecom won a license in November 1997 to
operate a nationwide GSM 900/1800 dual-band cellular service,
through the consortium Optimus consortium including local
companies (Sonae, ETG).
Germany: In Germany, Europe's largest telecommunications
market, France Telecom has acquired 28.5 percent of MobilCom,
one of Germany's leading telecommunications companies.
Poland: France Telecom currently holds a 34 percent interest in
PTK Centertel, which was awarded a GSM 1800 license in August
1997 and a GSM 900 license in July 1999.
Switzerland: France Telecom has mobile activities through
Orange, which the group fully acquired in May 2000.
Slovakia: The Globtel consortium, in which France Telecom has
a 64 percent share, operates a GSM 900 network, which became
operational during 1997
Moldova: The Voxtel consortium, in which France Telecom is the
main shareholder, launched a national GSM 900 network at the
end of October 1998.
Austria: France Telecom has mobile activities through Orange,
which the Group fully acquired in May 2000. The service is called
Connect Austria, which operates under the brand (ONE)
Romania: The MobilRom consortium, of which France Telecom
is the majority shareholder, 67.81 percent, has operated a GSM
900 network since June 1997.
Italy: France Telecom holds 43.4 percent of the Italian operator
Wind Telecommunicazioni and Enel 56.6 percent.
Strengths and Weaknesses: France Telecom Mobile’s key
strengths are its concentration of high usage customers, wide
range of services which include mobile Internet, and a strong
brand name through Orange. However, the mobile subsidiary is
subject to a huge amount of debt, following the acquisition of
Orange.
SFR
SFR is currently the second largest mobile operator in France
behind France Telecom.
Ownership: SFR benefits from a strong shareholder base, which
includes Cegetel and Vodafone. Vodafone holds a direct stake of
15% in SFR, while Cegetel owns the remaining 85%.
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Services: SFR was the first operator to launch mobile Internet
services called e-medi@ in March 1999 but didn’t take off until it
launched WAP services in June 2000, which offers access to
Vizzavi.
SFR is very focused on the French market. In July 2000 Futur
Telecom signed a MVNO agreement with SFR targeting services
at corporate customers. Futur is responsible for its own tariffs,
billing, client servicing and marketing its own services.
Strengths and Weaknesses: SFR has a strong shareholder base.
However, BT is seeking to divest a number of its international
stakes and it is unclear whether it will sell its 20% stake in
Cegetel. In addition, a number of disagreements have occurred
among shareholders following the strategic direction of the
company.
Bouygues Telecom
Bouygues Telecom became the third French mobile operator
when it launched GSM services in May 1996. Though it has
established itself by being an independent operator it is still
regarded as a new entrant considering that France Telecom and
SFR between them have approximately 75% share of the market.
Ownership: Bouygues owns 59.5% of a holding company, BDT,
which in turn owns 55% of Bouygues Telecom, plus a direct
stake of 21%. Telecom Italia holds a 19.6% stake in the holding
company, while JCDecaux holds the remaining 20.9% stake in
the holding company.
Services: Bouygues product range is largely based on bundled
packages It also has a pre-paid package, which was introduced in
1997. The pre-paid service has also been extended, aimed at the
corporate market.
Alliances and Partnerships: Bouygues Telecom and its portal
partner 6eme Sens (sixth sense), formed an agreement with
Freever, which adds Freever's unique 'mobile communities'
value added service to their portfolio.
Strengths and Weaknesses: Bouygues is in a strong position in
the short term as it has the resources to invest in GPRS and
EDGE services. However, the operator does not own a 3G license,
which may prove a disadvantage in the future.

Internet Market Overview
France Télécom’s Internet subsidiary holds a market share of
around 40% (by subscribers..1999 and 2000 were paved with
conflicts between the regulator ART, France Télécom and
alternative operators, due mainly to delay in opening up the
incumbent’s ADSL infrastructure and in launching a sufficient
wholesale service for new entrants.
France was one of the first countries to introduce unmetered
dial for residential Internet access. In May 2000, One.Tel
launched an unlimited access product for 21 Euro a month. The
carrier received a number of complaints regarding the service
and withdrew it in summer 2000. Another start-up, Oreka,
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launched a limited (minimum of one hour and maximum 18
hours a month) unmetered service in May 2000 and became
France’s fifth biggest ISP in terms of subscribers. In September
2000, AOL France launched its unmetered service; at 29.60 Euro
a month, AOL France signed up 600,000 customers. Due to high
demand, the ISP discontinued its advertising, but continued to
sign new customers.
Over the past several months France Télécom has undertaken
technical and economic feasibility studies for a new proposal for
connection to its network that will enable ISPs to operate
unlimited access services. The issue has been discussed with
ISPs under the aegis of regulator ART. France Télécom is
currently finalizing a proposal that will shortly be submitted to
the secretary of state of industry and ART. To enable ISPs to offer
unlimited access, France Télécom will make investments over
several months to upgrade capacity in its telephone exchanges
and will deploy resources needed to continue to guarantee
service quality for all users. ISPs have been able to offer
subscribers unlimited Internet access since the end of summer
2001.
In October 2000, Wanadoo offered the Integrales service, which
provides three packages of either three, 10 or 18 online hours
per month for a fixed price. The incumbent also offered discount
schemes for the first six months in order to attract customers.
Alternative ISPs complained about abuse of its dominant
position; AOL and Cegetel claimed that the special offer was
below the wholesale price, making it impossible for alternative
ISPs to compete.
The commercial rollout of ADSL service on a large scale has
been slow and the delay is still the major barrier to competition
in the high-speed access market where France Télécom holds a
dominant position. France Télécom launched its ADSL services
six months before unbundling its local loop. The incumbent’s
Netissimo ADSL gained 25,600 customers by June 2000. In
January 2001, Wanadoo launched a self-installation ADSL service
for residential customers.
France Télécom has introduced a wholesale offer for competitors
that allows them a virtual circuit to the market. A number of
ISPs including Easynet, Free, Club Internet, WorldNet, and
WorldOnline are now reselling FT’s ADSL product and others,
like Telecom Reseau, Belgacom, C&W, Cegetel, COLT, Completel,
Easynet, FirstMark, First Telecom, GTS Omnicom, High Way
One, ISDNET, Kaptech, are currently trialing DSL.
Wanadoo has played a crucial role in recent acquisitions.
Including its acquisition of Freeserve, the ISP is now firmly in
the top 5 tier in Europe. France is an interesting market for
other pan-European ISPs: Tiscali acquired LibertySurf at the end
of 2000; in January 2001 Liberty Surf/Tiscali bought Freesbee,
which had around 110,000 users. Liberty made around 12
acquisitions in 2000. In November 2000, Liberty Surf was moved
out of europ@web, which had a 55% stake in Liberty and moved
into Group Arnault. Groupe Arnault and Suez own cable and
Internet outfit Noos.
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IDC estimates that France will have 6,910,000 Internet
connections by the end of 2001.
ISP Profiles
Wanadoo
Wanadoo was created in 1996 by France Télécom and provides
Internet activities and services as a 89%-owned subsidiary of the
French incumbent. In July 2000, France Télécom sold a minority
stake of its Internet subsidiary Wanadoo through an initial
public offering. As of October 1, 2001, Wanadoo’s market
capitalization was 5.9 billion Euro.
On December 6, 2000, Wanadoo agreed to buy the UK ISP
Freeserve for 2.4 billion Euro. Dixons, the electrical retailer,
which owned 79% of Freeserve ended up with a 12.7% stake in
Wanadoo and became the second largest single shareholder after
France Télécom. France Télécom reduced its stake from 88.6%
to 74%.
Wanadoo has always been eager to expand its Internet services
outside France, where it holds a very strong market position.
The French ISP has launched its services in Belgium, the
Netherlands, Spain, and Denmark. It also has a presence in
Germany through Freenet.de, a subsidiary of Mobilcom in which
France Télécom has a 28.5% stake. Wanadoo’s parent France
Télécom also operates services in Spain through its Spanish
subsidiary Uni2. In October 2000, Wanadoo completed its
acquisition of the stakes held by minority shareholders in its
Spanish (Wanadoo Espana) and Dutch subsidiaries. Wanadoo
also bought the ISP EuroInternet in Belgium.
The subscriber base of the merged ISP will rise to more than
four million and make Wanadoo one of the top three panEuropean players, next to T-Online and Tiscali.
France Télécom/Wanadoo is in an ideal position to expand its
market share in the United Kingdom by combining the mobile,
broadband and ISP area under one roof with Dixons as a
distribution channel. Wanadoo offers subscription-free dial-up
services for residential customers.
ProXad/Free.fr
Created in April 1999, ProXad was the first French company to
launch subscription-free dial access to the consumer market. It
is a 100% subsidiary of the publishing group Iliad. In November
1999, ProXad extended its offering to the enterprise market, via
the online.fr service. The company, located in the center of Paris,
features a customer base of more than 1.2 million.
Easynet
The ISP is a subsidiary of the UK based Easynet Group. Easynet
focuses particularly on the business market and offers valueadded services in addition to Internet access. Created in 1995,
the company developed its own network linking the UK, France,
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Germany and Belgium. The ISP offers ISDN, ASDL and leased
line services.
Worldnet
Worldnet belongs to the group Kaptech, a French telecom
operator created in 1994, targeting the professional market
exclusively. Worldnet the ISP is more geared towards the
consumer market. In 1995, Worldnet launched its unlimited
Internet access offer. At present the company is developing
value-added services in addition to its Internet access offers.
9Online (formerly 9Telecom)
Telecom Italia’s French subsidiary 9Telecom aims to add 500,000
additional subscribers to its Internet service provider, renamed
9Online, by the end of 2001. At present, 9Telecom has 750,000
subscribers and 300,000 business customers. Revenue is split
50:50 between the two areas. 9Telecom will also launch an ADSL
access service for business customers and at the end of March
2001 for retail customers. 9Online targets the consumer market
and therefore offers mainly dial up services. The company does
not provide unmetered services.The company aims to cover 50%
of the French population with its ADSL service by the end of
2001.
Other ISPs
• LibertySurf: In January 2001, Italian provider Tiscali
announced the acquisition of French ISP LibertySurf.
LibertySurf is France’s second largest ISP after Wanadoo and
added an additional 900,000 active users to Tiscali’s subscriber
number. LibertySurf itself acquired France’s Freesbee in October
2000. LibertySurf’s subsidiary Freesbee and its UK subsidiary XStream are therefore also transferred into the hands of Tiscali.
LibertySurf’s former shareholders Europ@web and Kingfisher
sold their 73% stake to Tiscali.
• Club Internet: In February 2000, German incumbent Deutsche
Telekom acquired 99.9% of the French ISP Club Internet from
French publishing group Lagadére, which in return received
5.7% of Deutsche Telekom’s Internet subsidiary T-Online. Club
Internet offers both subscription–free and subscription services.
• Oreka: Oreka is a private company created in March 2000 as
part of a production services company. The company’s portal is
targted at the consumer market. Oreka does not offer unmetered
services or broadband access.
• One Tel: The Australian Telecommunication company
launched in France an unmetered offer in May 2000. After a
series of problem with the service, it withdrew its offer in
October 2000 and focuses now on subscription based services.
Following financial difficulty in July 2001, the company is now
looking for financial support.
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Chapter 10
Germany
Overview
Regulatory developments
Licenses: The continued rise in the number of licensed telecom
providers is a positive indication of the competitiveness of the
German telecoms market and the effectiveness of the regulator.
By the end of 2000, more than 1,800 providers were registered
with RegTP, the Germany regulator. As of August 2001,
Germany’s licensed operators include:
•

Approximately 182 for fixed voice telephony (License Class 4)

•

Over 200 for offering public transmission services, including
BFWA (License Class 3)

•

10 for mobile cellular, of which 6 were for 3G services
(License Class 1)

•

Approximately 30 for satellite services (License Class 2)

Germany was one of the first European countries to award
licenses for BFWA. In 1998, the regulator divided Germany up
into 413 regions according to traditional political borders.
Frequencies were awarded on the basis of each bidder’s technical
planning and frequency management. In total, 60 companies
applied for licenses and 10 were granted 382 frequencies in the
3.5Ghz and 26Ghz bands. Intense bidding for key regions
prompted the government to open a second round of bidding.
The regulator then re-divided the country into larger regions,
based more on technical rather than political criteria. This
solution helped reduce overlap and radio interference problems.
A total of 12 licenses were finally awarded in September 1999.
Disputes: Since the beginning of 1998, Germany’s telecoms
regulator, the Regulierungsbehörde für Telekommunikation und
Post (RTP), has been arbitrating between Deutsche Telekom (DT)
and its new competitors. During 1999 telephony competition
was predominantly characterized by a price war, with DT and its
main rivals slashing long-distance call tariffs. While this
benefited consumers, it squeezed the margins of many of
Germany’s 1,500 new telcos.
The focus within 2000 shifted away from tariff wars and moved
to interconnection charges. The RTP set a new interconnection
fee because Deutsche Telekom failed to reach agreement with its
competitors, in particular with Mannesmann Arcor. The
regulator also gave companies such as VIAG Interkom, COLT and
GTS more time to convert from the old to the new regulations,
extending the deadline by four months to May 31, 2001.
In the first half of 2001, despite the lower interconnection tariffs,
DT had disputes with several voice resellers over nonpayments.
DT disconnected Star Telecom and Callino in February and April,
but the case of TelDaFax was the most notable disconnection
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case. After DT gave a disconnection warning, TelDaFax took the
incumbent to court on the grounds that it was blocking
competition, and was awarded a temporary injunction. When the
reseller still did not pay, however, and DT was given official
permission to disconnect it from the network, TelDaFax refused
to give DT customer data to notify TelDaFax customers that their
service would be terminated.

LLU: Germany has led the way by unbundling its local loop: in
February 1999 it was the first country in Europe to publish rates
for unbundled access. Although the co-location rates have been
criticized for being too prohibitive to second-tier operators, by
September 2000, Deutsche Telekom had concluded local loop
access agreements with over 100 operators. This has helped fuel
massive growth in DSL installations over the last year. In
addition, Germany will be among the first of European countries
to offer commercial line sharing services, which were scheduled
for September 2001.
Since January 1999, the incumbent has been required to offer
access to the local loop in all local exchanges. This currently
only covers the rental of the fully unbundled raw copper line into
customer premises. Although Deutsche Telekom offers local loop
access in all of its exchanges, alternative operators have
experienced problems of delays. In June 2000, the regulator set a
time limit of seven days from receipt of request to the provision
of the individual lines.

New players consider the prices for access to Deutsche
Telekom’s local loop unfairly high. According to some, LLU is
largely theoretical does little to increase competition. The
regulator ruled in February 1999 to lower the subscriber
access line price to 14 Euro, and this is to apply until 31
March 2001.
CPS, NP: Fixed NP and CPS were introduced in conjunction
with market liberalization, in January 1998. Mobile NP is likely
to be introduced in 2002.
State of competition in telecoms services
Fixed Telephony: According to the German regulator RegTP’s
Annual Report 2000, 33% of the German population can now
choose between more than two telephony providers. 60 cities
with more than 100,000 inhabitants now have a choice of
suppliers, but this may not be possible in all areas of that city. It
is unclear from these results, however, whether choice of
supplier in this case refers to actual physical lines, or access via
CPS. The RegTP also completed a survey towards the end of 2000
that showed that the number of fixed lines operated by
alternative providers was around 650,000, or 1.3%.
In terms of minutes and revenues, however, the existence of CPS
and LLU has meant that alternative operators have managed to
make a dent in the incumbent’s market share. As of the end of
2000, the regulator reported that alternative operators carried
22% of total PSTN/ISDN minutes (see MoU market share table
below.)
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As in France, Deutsche Telekom owned most CATV networks
until around two years ago, when it began selling them to
alternative providers.Most of the CATV infrastructure in
Germany has therefore not been upgraded to handle two-way
traffic. As of Q1 2001, the operator had sold three of its regional
operators, but negotiations are still ongoing for the six
remaining franchises.
Leased Lines/Managed Data Services: Deutsche Telekom owns
the majority of access lines, and thus is the main provider of
leased line services. However, there are some local and regional
operators that own connections in major cities, such as Colt. The
data services market, however, is more competitive, and
Mannesmann and Viag Interkom have been able to win
customers away from Deutsche Telekom. As the German data
market is focused on the domestic market, global providers have
a very small part in the total market.
Mobile: Germany has four mobile operators, but nearly 80% of
the market is split fairly equally between the incumbent-owned
T-Mobil and Mannesmann. E-Plus has the next largest market
share of 14%, followed by Viag Interkom with the remaining 7%.
Those four operators also received 3G licenses, and will compete
in 3G services with an additional two operators, Group 3G and
Mobilcom Multimedia.
CATV: The CATV market is fragmented on a regional basis and
therefore there is little competition between CATV providers.
Operators tend to have a monopoly in their respective franchises.
Internet: Though there are many new competitors in the
German Internet market, Deutsche Telekom’s ISP subsidiary TOnline still has a market share of around 40% of total
connections. The incumbent has offered a FRIACO-style service
to other carriers since the end of 2000, so that other ISPs are
able to compete with the incumbent’s unmetered access offer.
Broadband: In addition to Deutsche Telekom, alternative
operators offer DSL services either via wholesale links or by LLU.
As of July 2001, approximately 30,000 DSL lines were
unbundled, out of a total of 630,000. There is little competition
in broadband cable, as CATV operators have their own regions
and do not compete directly with each other. There is little
BFWA installed as yet in Germany beyond in major cities, due to
the difficulty of getting building access to install base stations.
Ease of entry into telecoms market sectors
Fixed Telephony: As there are over 180 fixed voice telephony
operators in Germany, the process of receiving a license is not
difficult, and the availability of CPS means that new operators
can earn revenues from local as well as long-distance calls. LLU
is also technically available in all of Germany’s 1,600 exchanges,
although unbundled lines are currently only 1.3% of total lines
in service, which suggests the process of getting access to the
exchanges is complicated.
Leased Lines/Managed Data Services: Although it is possible to
get a license to install one’s own leased lines, that would not
make economic sense rather than simply leasing access from the
A IDC

- 181 -

HT04B

incumbent. The data services market is very competitive with
two strong players, Mannesmann and Viag, in addition to
Deutsche Telekom, so that entry into this market would be quite
difficult at this stage.
Mobile: Entering the mobile market at this stage is very difficult
as all licences have been awarded. The only possibility would be
set-up as an MVNO, of which several already exist, such as
debitel.
CATV: As CATV networks pass over 80% of German households,
there is no reason for a new entrant to build new CATV networks.
Entering the CATV market in Germany would thus need to
happen via acquisitions.
Internet: It is not difficult to offer Internet access in Germany
but the market is highly competitive, with several pan-European
ISPs (T-Online, AOL) as well as second-tier ISPs.
Broadband: It is possible to enter the broadband market for DSL
either by colocation or by Deutsche Telekom’s wholesale service.
Entering the broadband cable market, as with the CATV market,
would need to involve acquisition of an existing operator.
Acqusition of an existing holder of a BFWA license would also be
necessary to enter that market, as the German government has
not announced any plans to award any additional licenses.
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Table 10-1
Telecommunications Market Indicators: Germany
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

63%

65%

2%

Household penetration (%)

107%

109%

2%

% of total subs that are consumer

77%

76%

-1%

PSTN/ISDN

% of total subs that are business

23%

24%

1%

25,172

25,991

3%

55%

78%

42%

13,014

19,350

49%

9,733

13,929

43

% of connections that are consumer

78

79

% of connections that are business

22

21

Total connections (000)

23,400

25,200

8%

Total homes passed (000)

25,146

26,272

4%

Total connections (000)

301

1,549

415

DSL connections

243

1,282

428

Cable modem connections

47

171

265

BFWA connections

11

96

807

Total connections (000)

252.8

237.4

-6

Total analogue connections

177.5

150.9

-15

Total digital connections, of which:

Total PSTN/ISDN revenues (Meuro)
Mobile
Population penetration (%)
Total mobile revenues (Meuro)
Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

75.3

86.5

15

Up to and including 64K

48.1

53.3

11

>64K, <2M

15.6

19.2

23

2M

11.6

13.9

20

>2M

0.1

0.1

27

Source: IDC, 2001

Public Fixed-Voice Telephony Market Overview
IDC estimates that the fixed telephony market in Germany will
reach 22.7 billion Euros by 2001. Foreign investors account for
5% of the market, with the largest investments coming from the
UK, France, and Sweden.
Table 10-2 shows key German fixed-telephony operators, while
Figures 10-1 to 10-3 show operator market shares.
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Table 10-2
Fixed-Telephony Operators in Germany
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Deutsche
Telekom

National

Local, LD, ILD

Both

Mannesman
Arcor

National

Local, LD, ILD

Both

MobilCom

Regional

Local, LD, ILD

Both

BT Ignite

National

Local, LD, ILD

Both

Tele2 Germany

National

Local, LD, ILD

Residential

Esprit Telekom

Regional

Local, LD, ILD

Business

Tesion

Regional

Local, LD, ILD

Both

EWE TEL

Regional

Local, LD, ILD

Both

Source: IDC, 2001
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Figure 10-1
Germany: Fixed-Telephony Operator Market Shares by Direct
Subscribers
Subscriber Market Share

1%

Deutsche Telekom
Others

99%

Source: IDC, 2001

Figure 10-2
Germany: Fixed-Telephony Operator Market Shares by Minutes of
Use (Direct and Indirect Subscribers)

22%

Deutsche Telekom
Others

78%

Source: Reg TP (German regulatory body)
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Figure 10-3
Germany: Fixed-Telephony Operator Market Shares by Revenue
(Direct and Indirect Subscribers)

20%

Deutsche Telekom
Others

80%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access/CATV Access: Deutsche Telekom owns a majority
of fixed-line infrastructure, though some CATV operators, which
together pass over 80% of households, also offer telephony
services. Most operators lease capacity from DT to provide
services. Those offering broadband services have chosen local
loop unbundling via co-locating their equipment at DT sites. By
the end of 2001, alternative operators will also have the option of
line-sharing on DT’s network.
Fixed-Wireless Access: There is a limited degree of fixedwireless installed in select cities for broadband services to
businesses by operators such as FirstMark.
Mobile Cellular Access: The four mobile operators now in
Germany own their own networks. The RegTP recently gave the
green light for the 3G network sharing between the above
winners of the 3G licenses in order to decrease the cost of
building their next generation mobile networks.

Mobile market overview
Germany is considered one of the most competitive markets in
Western Europe with four operators, and between 1999 and 2000
has shown an incredible growth of around 100%. This was
mainly attributed to price cuts and to the dramatic take-up of
pre-pay services. Germany’s mobile operators are Deutsche
Telekom’s T-Mobil, Vodafone-Mannesmann, E-Plus and Viag
Interkom. T-Mobil and Vodafone-Mannesmann are the biggest
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operator and together they share more than 75% of the German
mobile market (see market share charts below).
In August 2000, the German government awarded six 3G license
through an auction. The companies awarded the licenses were TMobil, Vodafone-Mannesmann, E-Plus, Viag Interkom, Group
3G, and Mobilcom Multimedia.
T-Mobil, the German mobile arm of giant Deutsche Telekom
claims to have been the first operator in Europe (the other one is
BTCellnet in UK) to have commercially launched GPRS services.
IDC estimates that the German mobile market will reach nearly
18 billion Euros in 2001. Foreign investors account for 57% of
the market, with countries of the largest investors being the UK
and France.
Table 10-3 shows mobile operators and Figures 10-4 to 10-6
show mobile operator market shares.
Table 10-3
Mobile Operators in Germany
Operator

Standard

Population
Coverage (%)

Target markets
(business/consu
mer)

T-Mobil

GSM900/1800

98

both

VodafoneMannesmann

GSM900/1800

98

both

GSM1800

98

consumer

GSM900/1800

97

consumer

E-Plus
Viag Interkom
Source: IDC, 2001

Figure 10-4
Germany: Mobile Operator Market Shares by Subscriber

7%
14%
39%

T-Mobil
Mannesmann
E-plus
Viag Interkom

40%

Source: IDC, 2001

A IDC

- 187 -

HT04B

Figure 10-5
Germany: Mobile Operator Market Shares by Minutes of Use

7%
15%
37%

T-Mobil
Mannesmann
E-plus
Viag Interkom

41%

Source: IDC, 2001

Figure 10-6
Germany: Mobile Operator Market Shares by Revenues

6%
14%
40%

T-Mobil
Mannesmann
E-plus
Viag Interkom

40%

Source: IDC, 2001
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Fixed and Mobile Operator Profiles
Fixed-Line Operators
Deutsche Telekom
Ownership: Deutsche Telekom (DT) is still majority owned by
the German government — 43% directly and an additional 22%
through a government-controlled investment vehicle known as
the Reconstruction Loan Corporation. The remaining shares are
held by France Telecom (2%) and private and institutional
investors. As of end-September 2001, DT’s market capitalization
was 43.4 billion Euros.
Services: DT offers the full array of telecoms and datacoms
services expected from an incumbent operator. One service in
which DT is leading is in its broadband access service via ADSL.
In July 1999, the company started providing three ADSL-based
services in eight cities. The services are T-ISDN DSL, IP via DSL,
and ATM via DSL. In the area of Internet telephony, DT has
started a service called Freecall Online, which is a PC-to-phone
service for 0800 freephone numbers. In order to stay at the
forefront of Internet development, DT is pushing ahead with the
expansion of broadband Internet access by T-DSL with 500,000
new T-DSL lines sold at year- end 2000. DT anticipates 90% TDSL coverage of Germany by year-end 2001.
DT is in the process of selling its interests in regional cable
operators. In February and March 2000, DT reached agreements
for sales of majority interests in two of its cable operations.
Firstly, a 55% equity interest went to Callahan Associates LLC
and a 65% equity interest went to the London based consortium
of European investors Klesch and Company Limited.
Negotiations for the sale of majority interests in remaining
regional companies are still in progress, and DT expects to have
sold majority interests in these remaining companies by yearend 2001.
International Strategy: In the international arena DT’s focus has
shifted over the last year. The break-up of the Global One
consortium has left DT without a significant global presence. DT
has, however, significantly expanded its presence in Europe
through joint ventures and acquisitions in East Europe. It owns
stakes in the incumbent operators in Hungary, Croatia and
Slovakia, and in mobile operators in the Czech Republic,
Hungary, and Poland. DT’s major acquisition during 2001,
however, was that of VoiceStream in the US, as DT has been
angling for an entry in the US market for several years.
Strengths and Weaknesses: DT has met regulatory targets or
exceeded them. Despite local loop unbundling, the incumbent
has kept a huge lead in DSL, thanks in part to its large installed
base of ISDN customers looking to migrate to faster service.
Most competitors operate more on a regional rather than a
national basis.
However, DT’s international strategy is not coherent: it is strong
in East Europe but not a significant presence in any overseas
markets. The VoiceStream purchase should help, however.
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Another challenge to DT is that some domestic competitors are
getting stronger, such as Arcor. Downside of being largest
country in Europe is that many poorly-run operators rushed to
get a license and operate there – disconnections are a result and
DT loses revenues after being required to give these new players
access. Selling off cable infrastructure will give last-mile access
to competitors.
Mannesmann Arcor
Ownership: Mannesmann Arcor is a joint venture. In May 1999
Mannesmann agreed with AT&T and Unisource to buy their
stakes in the company, which amounted to approximately 7.5%
each. With the o.tel.o acquisition (see below), the Mannesmann
consortium increased its stake in Arcor to around 82%, with
Deutsche Bahn holding the remainder. The Mannesmann
Consortium also includes Deutsche Bank AG and
Vodafone/AirTouch. Mannesmann’s stake in Arcor now amounts
to 82%, up from 28% in 1996.
With its acquisition of o.tel.o in April 1999, Arcor significantly
strengthened its market position: it gained 1,000 large business
customers, several thousand medium-size business customers
and 400,000 private pre-selection customers. Arcor also gained
additional network infrastructure, and increased its fiber optic
network to 11,000 km. While Arcor operates as a full service
provider, offering business and residential customers a complete
range of voice, data and value-added services, o.tel.o
concentrates on residential customers only.
Services: Together with the on-line service Callisto germany.net,
o.tel.o’s data communications subsidiary, Arcor and o.tel.o now
form the Mannesmann Arcor Group. In December 1999, the
group acquired a majority stake of 65% in Dusseldorf regional
carrier ISIS, which operates a 500-kilometer fiber-optic cable
network. Part of the company’s network links to French and
Austrian networks, and a US link is planned. ISIS also has IP,
frame relay and X.25 networks.
Strengths and Weaknesses: Arcor is Germany’s largest
alternative operator, and has a large installed base of customers
to provide revenues from telephony and data services so
investment can go into new services and ventures. However,
numerous ownership and management changes may have left
the operator with an incohesive international strategy.
BT Ignite/VIAG Interkom
Ownership: In August 2000, BT bought control of VIAG
Interkom for 7.12 billion Euro by buying another 45 percent of
the operator from E.ON, the German energy group created by
the merger of utilities Veba and VIAG in June 2000. BT then
integrated VIAG’s fixed line services into its BT Ignite business
unit. Although BT also planned a similar move with VIAG’s
mobile operator, the recent resignation of VIAG’s CEO and COO
over the issue may mean that the mobile operations remain
under the VIAG name.
Services: VIAG Interkom paid DM16.5 billion (7.89 billion Euro)
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for a 3G license during 2000. Although this acquisition is
imperative for the company’s mobile telephony business, the
high acquisition costs have forced the operator to consider the
sale of all non-mobile phone projects. The company has thus
withdrawn from a Bavarian consortium bidding for the Bavarian
section of DT’s cable network. VIAG is also reviewing its call-bycall and pre-selection landline activities, which are not yielding
any profit.
Viag Interkom received the greatest number of frequencies in
the BFWA licensing process and now owns 213 broadband
wireless licenses. The operator initially launched LMDS
broadband services for the business sector before 1999.
Strengths and Weaknesses: After Arcor, Viag is Germany’s
largest alternative operator. BFWA provides alternative access to
DT for business users needing broadband connections. However,
BT is not a great brand to be associated with at present, as the
UK incumbent operator is known to be over 30 billion Euros in
debt. Changing the name to BT Ignite could also be a bad move
in Germany, where VIAG has built a brand over the last few
years. In addition, the expense of Viag’s 3G license could hurt
other business units.
EWE TEL
Ownership: EWE TEL GmbH is a 100% subsidiary of the
electricity distributor EWE AG. The operator covers the area
surrounding the Ems-Weser-Elbe rivers (the Dutch border to
Hamburg and the North Sea to Lower Saxony).
Services: EWE TEL offers voice and data network services, preselect and call-by-call, as well as Internet access.
Strengths and Weaknesses: EWE TEL enjoys rights of way over
the infrastructure owned by its parent company. However, the
operator is new to the telecoms sector and does not have a
partner with experience operating fixed services in competitive
markets.
UPC-EWT/TSS Group
Ownership: In April 2000 UPC acquired Germany’s fourth largest
independent cable operator EWT/TSS Group, enabling the
rollout of its chello broadband Internet service in Germany.
Services: The new German UPC company has 650,000 cable TV
subscribers in Germany, where its service passes 1.1 million
homes. Under the terms of the agreement, UPC has the
opportunity for the next nine months to acquire approximately
470,000 subscribers of Tele Columbus and SMATcom in the
German cable regions of Berlin/Brandenburg, Sachsen/SachsenAnhalt/Thueringen and Rheinland-Pfalz/Saarland.
Strengths and Weaknesses: The new acquisitions will underpin
the regionally focussed strategy that UPC is adopting in Germany
through its acquisition of EWT/TSS and its strategic
shareholding in PrimaCom, both of whose operations are also
primarily located in these regions. However, UPC is suffering
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from cash flow problems and may not have the necessary
funding to develop new networks.
Others
Tele2 Germany/NetCom: Tele2 Germany is wholly owned by
Société Européenne de Communication. It launched an indirect
telephony service in Germany in March 1998.
tesion: tesion is owned by regional energy utility EnBW, and
offers fixed telephony, Internet, and data services in the BadenWurttenburg region.
Esprit Telecom: Global TeleSystems Group (GTS) bought Esprit
in March 1999. As GTS is now having financial troubles, this
could mean the sale of Esprit to another German alternative
operator.
Mobile Operators
T-Mobil
T-Mobil was the first operator to launch mobile services in
Germany with an analogue network, but has ceased operating
the C450 network.
Ownership: T-Mobil is a wholly owned subsidiary of the fixed
incumbent operator, Deutsche Telekom and is part of its parent’s
mobile holding group T-Mobile, which includes other mobile
interests such as One2One. Deutsche Telekom is seeking to float
up to 15% of the mobile group, but has delayed flotation due to
the negative sentiment towards telecom flotations.
Services: T-Mobil offers a wide range of value added services and
through one of its parent’s subsidiaries, T-Motion offers its
customers a wide range of WAP services. T-Mobil has been
offering GPRS services to the consumer market since February
2001, but has been offering its business offering since June 2000.
Strengths and Weaknesses: T-Mobil has strong brand
recognition and can rely on its parent company for resources.
However, it has not been quick enough to develop new products
and services compared to its competitors.
Mannesmann-Vodafone
Ownership: Mannesmann Mobilfunk, also known as D2 is a
99.1% owned by the Vodafone group. Prior to the hostile
takeover by Vodafone, Mannesmann Mobilfunk was owned by
Mannesmann, the industrial conglomerate. As the telecoms
businesses was not listed on any stock exchange, Vodafone
acquired the whole group. Since then, the Vodafone group has
disposed of a number of assets either through private sales or
seeking IPO’s. The estimated value of the deal was £113 billion
(197 billion Euro).
Services: D2 offers a wide range of value-added services. The
operator has just launched GPRS services. In September 1999,
the operator launched WAP services and has more than 50
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content partners. It is expected that the Vizzavi portal will also
be rolled out to customers in the near future.
Strengths and Weaknesses: Mannesmann Mobilfunk will benefit
from its parent’s global Internet strategy and will look to roll out
Vizzavi services in 2001. D2 will offer content through
Vodafone’s global Internet partners. However, it has recently lost
its number one position in the market to T-Mobil.
E-Plus
E-plus is the third mobile operator in Germany having launched
services in May 1994. It still finds itself behind Mannesmann
Mobilfunk and T-Mobil in terms of subscribers.
Ownership: KPN is the majority shareholder with a 77.5% stake
while BellSouth is the remaining shareholder with a 22.5%
stake.
Services: E-Plus offers a wide range of value added services
similar to those offered by the leading two operators. It also
offers GPRS. In February 1997 it launched its pre-paid service
called Free & Easy Card which has pre-dominantly targeted at
the youth market.
International and domestic alliances: E-Plus formed a joint
venture with Hutchison 3G to bid for a German 3G license but
after having secured a 3G license Hutchison withdrew from the
joint venture, saying that the price of the license was too high.
E-Plus parent KPN has formed a joint venture with NTT
DoCoMo which will help the German operator to offer new
innovative data services and increase the take up of its WAP
service.
Strengths and Weaknesses: E-Plus offers integrated telecom
services, which enables it to offer bundled packages. However, it
has found it difficult to compete against its more established
competitors.
Viag Interkom
Viag Interkom is the fourth mobile operator in Germany, which
also holds a fixed license.
Ownership: BT 100% (UK)
Services: As a result of the problems Viag encountered at launch
it offered a limited range of products and services but has since
increased its range which is largely targeted at the consumer and
family markets.
International and domestic alliances: Viag Interkom is seeking
to form a number of content alliances in the run-up to
launching its 3G network. It has said that it wants to work with
companies that can offer digital content such as restaurant
guides, traffic information and music.
In February 2001Viag Interkom and AirFlash, announced an
agreement to develop and deliver location-based services to Viag
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the former’s customers. Viag Interkom will deploy services based
on the AirFlash(TM) SmartZone(TM) development platform.
Strengths and Weaknesses: Viag has been the only operator to
aggressively market a converged fixed-mobile service. In
addition, BT and Concert are well-recognized global brands for
roaming customers. However, it is still small in relation to the
total market, and its parent company is struggling under a huge
load of debt.

Internet Market Overview
The German Internet market is highly competitive with a large
number of new entrants offering Internet access and the strong
competitive pressure they have generated have brought down
prices for Internet access in the German market. However, the
market share of Deutsche Telekom’s Internet subsidiary T-Online
is still around 40% of subscriptions. German Internet
subscribers show high inertia when it comes to switching service
providers although business customers are more likely than
residential users to subscribe to an alternative ISP, particularly
for DSL. T-Online’s main competitor in the residential area is
AOL Deutschland.
German Internet providers introduced unmetered dial services at
around the same time as UK ISPs, and experienced the same
problems. These were caused primarily due to the lack of a
wholesale dial product from Deutsche Telekom.
Sonne, Versatel’s German subsidiary was the first to offer and to
withdraw its unmetered service after Deutsche Telekom’s nonshowing of a wholesale dial service. T-Online also offered an
unmetered service, but shifted the costs for the telephone
charges to its parent Deutsche Telekom, which inevitably
compensated for the loss better than could smaller players like
Versatel. AOL Deutschland offers unmetered dial in the United
Kingdom and in France, and has announced similar plans for the
German market. T-Online, however, abolished its flat-rate dial
with the aim to re-focus on DSL and content. The regulator set
Deutsche Telekom a limit for the roll-out of a FRIACO-style
service by February 2001. Two months before the deadline, in
December 2000, Deutsche Telekom launched the service to
carriers and ISPs, and it is currently available in 1,600 local
exchanges. Currently, ten ISPs offer unmetered dial, e.g. NGI. In
February 2001, Mannesmann Arcor also launched an unmetered
service.
Germany is the second largest cable TV market in the world,
with 22.3 million households, after the United States. However,
operators also concentrate on other broadband services
including DSL, WLL, satellite and, to a far lesser and declining
extent, digital power-line. Electricity supplier RWE had planned
to rollout Internet powerline access by mid-2000 and in
February 2001, German utility MVV launched this service. Many
powerline initiatives have been dropped or scaled back recently
though due to investment and technical difficulties.
Germany is also an interesting market for BFWA. Pan-European
operator FirstMark launched its first BFWA service in 10 German
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cities in September 2000. The company has already a 400km
fiber network in the country.
The German Internet market has seen some consolidation, but
has not reached the level of countries like France, the United
Kingdom or Italy. Acquisitions usually involve pan-European
ISPs, which acquire second-tier ISPs to gain a foothold in the
German market.

ISP Profiles
T-Online
T-Online, the Deutsche Telekom spin-off was transformed into a
publicly held company in December 1999 and has traded since
April 2000. T-Online is Europe largest ISP in terms of
subscribers and the second largest fixed-line ISP in the world
behind AOL (when counting mobile Internet providers, i-mode
of Japan is the world’s second largest provider). The German ISP
is 81.71% owned by incumbent Deutsche Telekom, while 5.69%
is owned by Lagardère (Paris), 2.03% by Commerzbank
(Frankfurt/Main), 1.25% by Jazztel/Ya.com Management
(Madrid) and 9.32% is free float. Nearly all of T-Online’s revenue
derives from its home market. T-Online currently employs 1,800
people and has around seven million Internet access customers.
As of October 1, 2001, T-Online had a market capitalization of 6.8
billion Euro.
The company owns the following ISPs/portals:
• 100% of T-Online.at; Internet Service GmbH in Vienna, Austria
• 100% of T-Online.ch in Uster, Switzerland
• 99.9% of Club Internet; Grolier Interactive Europe Online
Groupe in Paris, France
• 92.66% of ya.com; Internet Factory in Madrid, Spain
It also has the following shares:
• 55% of daybyday media in Hamburg, Germany
• 51% of Atrada Trading Network in Erlangen, Germany
• 40% of T-Motion in London, UK
• 25% of WSI Webseek Infoservice in Hamburg, Germany
• 25% of Booxtra in Augsburg, Germany
• 21.3% of comdirect bank in Quickborn, Germany
T-Online is the largest ISP in Europe in terms of subscriber
numbers, due primarily to its large home market rather than its
presence in other European countries. T-Online has missed out
on a number of large deals, like the Freeserve acquisition by
Wanadoo, where T-Online left the bidding field. The German ISP
has not played a strong part in the ISP consolidation game, but
could still strike with one or even more large strategic
acquisitions within the consolidating top tier of Europe’s ISPs.
Speculation over potential T-Online targets is ongoing within the
industry, and many of the large providers have been mooted at
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some point. An example is Tiscali, which would give the German
player a foothold in the Italian, Belgium, French and UK market.
The subscriber count would rise to around 14 million, and as an
added bonus, T-Online would receive a stake in the
Tiscali/Hutchison Andala Consortium giving it access to a 3G
license in Italy, one of the most important mobile markets in
Europe.
In February 2001, T-Online decided to refocus its business area
on broadband by abolishing its flat-rate Internet access. It will
lose customers to AOL Germany, which offers unmetered dial,
but claims to be confident in retaining the majority with its DSL
service. At the same time, T-Online counted 300,000 customers
for its DSL service.
PrimaCom
Cable operator PrimaCom covers cities in the eastern part of
Germany, namely Leipzig, Aschersleben, Chemnitz, Magdeburg
and Naumburg. It is 25.5% owned by cable operator UPC. The
other shareholders in PrimaCom are: Wolfgang Preuss with
around 16.15%, Wellington Management Company LLP with
6.24%, Morgan Stanley Dean Witter, which has around 5.19%,
the board and management with 3.33%, and public shareholders
with 25.58%.
At the end of March 2001, UPC and PrimaCom agreed to
combine the cable networks of their German businesses,
creating Germany’s third-largest cable company. The acquisition
gives UPC a stronger share in the German company and provided
PrimaCom with the funds necessary to upgrade its German
networks. The New PrimaCom will have around 1.6 million
subscribers and the option to acquire approximately 530,000
customers from Germany’s TeleColumbus cable network. If the
company exercises its right to buy the TeleColumbus assets, it
will become the second-largest cable operator in Germany.
Liberty Media, which controls UPC’s parent company
UnitedGlobalCom, recently agreed to purchase six of the nine
cable networks being sold by Deutsche Telekom. Those German
assets will eventually be combined with the new UPC/PrimaCom
company. The cable operator offers broadband Internet access to
residential and business customers.
Mannesmann Arcor
In February 2001, Mannesmann Arcor launched an unmetered
Internet product for 33 Euro per month. The deal is only open to
customers who have a complete Mannesmann phone service; at
present this is around 60,000 customers.
Internet-related subsidiaries of the Mannesmann Arcor Group
are:
• o.tel.o offers voice, data and Internet service to the residential
and business markets.
• callisto germany.net coordinates the development of Internet
services and online products. Callisto germany.net acts as a
content provider for Arcor.
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• ISIS Multimedia is a regional service provider for data and
Internet services for the North German region for business and
residential customers.

Other
• Planet Interkom was the Internet subsidiary of German
telecommunications company Viag Interkom. On April 12th 2001
it has been bought by Tiscali. Planet-interkom by call and
planet-interkom premium max are the two subscription-free
services for private customers.
• QS Communications is a broadband ISP for small and medium
sized companies. Its DSL product name is speedw@y. It currently
offers DSL services in Cologne, but plans to roll-out its services
in another 40 German cities. The ISP currently employs 63
people and is 39.5% owned by German chemical group Bayer
AG.
• Freenet.de: German ISP Freenet is 77%-owned by German
mobile operator Mobilkom; the remaining 23% is free float. The
ISP offers Internet dial vial fixed network and its mobile
telephony network. The company uses the Mobilkom shops as
the distribution channel for its subscription-free CD. As of
October 1 2001, Freenet.de’s market capitalization was 108
million Euro.
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Chapter 11
Greece
Overview
Regulatory developments
Licenses: Greece has only just opened to competition in
telephony services in January 2001, after passing the telecoms
law providing for market liberalization a few months before in
November. Greece was given an extra three years on top of the
EU deadline in 1998, so that Greek authorities and incumbent
carrier OTE more time to prepare for the introduction of
competition. As a result, state telco OTE still controls nearly
every sector of the communications market except for mobile
cellular services. Private operators have been allowed to provide
value-added services since 1992 but have had to use OTE for
backbone connections. Most banks and a number of large
companies have established private networks to service their IT
and telecoms needs. At least one private operator has established
a regional presence, with fiber-optic connections from Spain via
Italy to Greece.
Greece has three licensed mobile operators, and awarded five
fixed-wireless access licenses in December 2000. One of the
mobile operators, Panafon, also won a BFWA license. The
government awarded three 3G licenses in July 2001. All three
licenses went to existing GSM license holders.
Greece has virtually no CATV service.
Since January liberalization, the Greek regulator EETT has
awarded licenses to over six new entrants to the Greek market.
LLU, CPS, NP: Greece does not have regulations concerning
LLU, CPS, and NP.
Change
in
regulatory
authority:
Under
a
new
telecommunications law, the licensing power exercised by the
Ministry will be transferred to the EETT.
State of competition in telecoms services
Fixed Telephony/Leased Lines/Managed Data Services: OTE still
owns the telephony and data markets, but with the licensing of
new operators this year, that situation will begin to change in the
near future.
Virtually all consumers have no choice in their telephony
providers, but this will change as alternative operators begin to
offer service either over OTE’s network or build their own
infrastructure.
Mobile: The incumbent owns a stake in GSM operator Cosmote,
which has a 36% market share by subscribers. There are two
other mobile operators in Greece: Panafon has an 36% market
share, while Stet Hellas has the remaining 28%. The number of
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competitors will not increase with the launch of 3G since the 3G
licenses all went to existing GSM operators.
Rivalry between Panafon and STET the two leading players is
storng, and Cosmote has increased competition through
targeting the consumer market.
CATV: There is almost no CATV infrastructure in Greece and
therefore no competition in that service.
Internet: While there are over 100 ISPs in Greece, most of those
do not compete directly with each other as they operate on a
regional basis. The incumbent-owned ISP has a market share of
about 40% by connections, and there are around 15 other ISPs
which offer service on a nationwide basis.
Broadband: Broadband via DSL is offered by OTE and is limited
to major cities. The buildout of BFWA networks will increase
consumer choice to at least a second operator, but there is no
information available as to the degree of progress made in BFWA
network buildout since licenses were awarded in December.
However, OTE will also receive an BFWA license in addition to
the other 5 licensees.
Ease of entry into telecoms market sectors
Fixed Telephony: The Greek market has only just liberalized this
year and new operators are now in the process of establishing
interconnection agreements with the incumbent. Access via
unbundled copper is not currently an option for alternative
providers, and none own their own access lines, so
interconnection is their only way of entering the fixed telephony
market.
Leased Lines/Managed Data Services: OTE and an alternative
operator, Cosmote, are the main providers of leased line services.
It is possible for new entrants to lease capacity from those
providers and offer data services, as that service has been
liberalized for several years.
Mobile: Mobile market entry is restrictive due to the limited
amount of spectrum. This leaves limited room for potential
MVNOs.
CATV: It may be possible to receive a CATV license in Greece, but
the difficult mountainous terrain and historically protected areas
will make installing a CATV network impractical, especially since
home satellite service is available.
Internet: The Internet market is simple to enter but is
competitive, with multiple strong providers already in place with
established customer bases.
Broadband: Broadband DSL is still restricted to the incumbent.
The new Greek regulator published a reference order in June on
LLU, but this is available only in Greek language and thus
excludes most foreign participants. As there is no CATV market
entry to broadband cable is not an issue. Finally, entry into
BFWA service will require purchase of an existing licensee, since
BFWA licenses were awarded in December 2000 and the Greek
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government has not announced any plans to issue additional
ones.
Table 11-1
Telecommunications Market Indicators: Greece
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

57%

61%

3%

Household penetration (%)

95%

96%

1%

% of total subs that are consumer

60%

57%

-3%

PSTN/ISDN

% of total subs that are business

40%

43%

3%

Total PSTN/ISDN revenues (Meuro)

2,460

2,533

3%

Population penetration (%)

56%

68%

21%

Total mobile revenues (Meuro)

1,389

1,745

26%

Total Internet connections (000)

295

457

55

% of connections that are consumer

67

67

% of connections that are business

33

33

Total connections (000)

N/a

N/a

N/a

Total homes passed (000)

N/a

N/a

N/a

Total connections (000)

0

5

N/a

DSL connections

0

5

N/

Cable modem connections

0

0

0

BFWA connections

0

0

0

Total connections (000)

5.9

6.4

9

Total analogue connections

3.1

3

-3

Total digital connections, of which:

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

2.9

3.5

23

Up to and including 64K

2.0

2.4

20

>64K, <2M

0.5

0.7

37

2M

0.4

0.4

25

>2M

0.0

0.0

50

Source: IDC, 2001

Public fixed voice telephony market overview
IDC estimates the Greek fixed-telephony market will reach 2.2
billion Euros in 2001. As OTE is publicly traded and the market
is newly liberalized, foreign investors have less than 1% of that
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amount. The country with the largest foreign investment in the
market is Italy.
As fixed-voice licenses were only awarded in 2001, no alternative
operators have begun offering services yet or have made
statements about their network buildout timelines.
Table 11-2 shows fixed line operators in Greece. Operator market
shares are not yet available as most operators have not yet begun
commercial services.
Table 11-2
Fixed-Telephony Operators in Greece
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

National

Local, LD, ILD

Both

Cosmoline

N/a

N/a

Mainly business

Forthnet

N/a

N/a

Both

Quest Wireless

N/a

N/a

Both

Grapes Hellas

N/a

N/a

Mainly business

Operator

OTE

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: In the short term, alternative operators will need
to lease capacity from OTE to provide service, for no other
operators have last-mile connections and local loop unbundling
has not yet been implemented.
CATV Access: There is virtually no CATV service in Greece: less
than 1% of households have access to CATV.
Fixed-Wireless Access: As licenses were awarded less than a year
ago, there is very little BFWA infrastructure in Greece.
Mobile Cellular Access: All three of Greece’s mobile operators
own their own infrastructure and report coverage of 96% or
higher.

Mobile market overview
The Greek cellular market is considered to be one the fastest
growing markets in the region reaching 10th position for
subscriber acquisition in 2000. During the year, the subscriber
base reached 6,386,451 million mobile customers in March
2001and around 56% of population penetration. Greece has
three mobile operators, which are, Panafon, Stet Hellas, and
Cosmote, the mobile arm of former monopoly OTE.
The Greek government awarded three 3G licenses in July 2001.
All three licenses went to existing GSM license holders.
The smallest operator Cosmote has been growing dramatically
since its launch in 1999, reaching almost 3,000,0000 customers
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in March 2001. The company has recently launched its GPRS
services in the country.
IDC estimates that the Greek mobile market will reach 1.7
billion Euros in 2001. Foreign investors, mainly from the UK,
Italy, France, the US, and Norway, have a 42% share of the total
market.
Table 11-3 shows mobile operators in Greece, while Figures 11-1
to 11-3 show operator market shares.

HT04B

- 202 -

A IDC

Table 11-3
Mobile Operators in Greece
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Panafon-Vodafone

GSM900

97.8

both

Stet Hellas

GSM900

98

both

Cosmote

GSM1800

99

consumer

Source: IDC, 2001

Figure 11-1
Greece: Mobile Operator Market Shares by Subscriber

36%

36%
Panafon
Stet Hellas
Cosmote

28%

Source: IDC, 2001
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Figure 11-2
Greece: Mobile Operator Market Shares by Minutes of Use

35%

36%

Panafon
Stet Hellas
Cosmote

29%

Source: IDC, 2001

Figure 11-3
Greece: Mobile Operator Market Shares by Revenues

36%

36%
Panafon
Stet Hellas
Cosmote

28%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed-line operators
OTE
Ownership: OTE is 41.8% owned by the government. The fourth
phase of the company’s share offering was completed during
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August 2001, and the remaining shares are publicly traded. In
order to retain its market share after liberalization, OTE is
searching for a major European player to become its strategic
partner. This partner would receive a 17% share in the operator
through a reduction of the government’s stake. As of endSeptember 2001, OTE’s market capitalization was 8.4 billion
Euros, making it the largest company in Greece by that measure.
Services: OTE’s data services portfolio includes X.25, frame
relay, and VPNs through its Hellaspac I and Hellaspac II
networks, leased lines over its Hellascom network, and highspeed data services over its new ATM network. In 2001, OTE will
upgrade its frame relay network. OTE is also the exclusive
distributor of Infonet services in Greece.
International Strategy: OTE’s international strategy has focused
on Eastern Europe and the Caucasus region of the former Soviet
Union. The operator owns stakes in the incumbent operators in
Romania, Armenia, and Serbia as well as mobile operators in
Bulgaria and Ukraine. Investing in these regions where political
conflict and widespread corruption are rife has proved
problematic, as the company is now under investigation for
alleged illegal activities in these deals.
• Romania: In November 1998, OTE (through its wholly owned
OTEROM subsidiary) acquired a 35% share in RomTelecom, the
Romanian public telecommunications organization.
• Armenia: In March 1998, OTE acquired 90% of Armentel’s
capital share, the Armenian public telecommunications
organization. Armentel is the exclusive provider of all
telecommunication services, including public and mobile
telephony services.
• Serbia: In June 1997, OTE acquired 20% of the capital share in
Telecom Serbia, the national monopoly organization in Serbia,
providing domestic and international fixed telephony services.
• Jordan: In Jordan, OTE and its subsidiary Hellascom Intl own
50% of the TransJordan Telecommunications Services joint
venture, which holds a license for the installation and operation
of cardphones for a period of 10 years.
• Ukraine: In the Ukraine, OTE is active in the field of wireless
communications, through its participation in the Ukrainian
Wave, a joint venture for the installation and operation of a
wireless fixed and mobile telephony network.
• Yemen: OTE participates in the Yemen Payphone Company
joint venture.
• Albania: Through Cosmote, OTE acquired 85% of AMC, the
Albanian mobile telephony company.
Strengths and Weaknesses: OTE’s strength is its network, which
has been upgraded extensively over the last few years, and its
ownership of all fixed access lines. It also benefits from revenues
from its share in GSM operator Cosmote and numerous other
subsidiaries. In addition, as it was privatized through a flotation
on local and US stock exchanges, it has improved its
transparency and attentiveness to its shareholders’ interests
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while providing it with additional source of funding. None of
OTE’s new competitors are as similarly well positioned to raise
capital abroad.
Liberalization will prove a challenge to OTE, however, as new
competitors with existing fiber backbones such as the utility and
transport companies and BFWA holders begin to gather strength.
Its international strategy focused on high-risk markets may also
prove a continuing drain on resources, as it spends on legal fees
defending its acquisitions and invests in countries where
consumers and businesses have little to spend on telecoms
services.
Cosmoline
Ownership: Cosmoline is a joint venture between two Greek
companies — InterAmerican International, an insurance group,
and Intertech, an electronics reseller– founded in 1995 to offer
data services and voice for closed user groups to companies.
Cosmoline has a national network consisting of 37 nodes
covering 85% of the Greek geographical area.
Strengths and Weaknesses: Cosmoline’s shareholders are
powerful companies in Greece, and therefore have good
knowledge of local conditions and business practices. In
addition, they have a small base of business clients since they
have been providing data services for several years, and a
network already in place so that it will not have to lease capacity
from OTE to the extent that some of its competitors may.
However, Cosmoline will still be dependent on OTE for last-mile
connections.
Forthnet
Ownership: Forthnet originated as a state-run ISP, and was
converted into a company in 1995. Forthnet has since become
the leading ISP in Greece, and was the first new operator to
receive a fixed-line telephony license in the country. Its
shareholders include Minoan Lines S.A. (24.59%), a cruise ship
operator; the Research and Technology Institute (I.T.E)
(22.99%), the Cypriot Development Bank (10.15%), Isonet
(6.75%), and the Nautilus Group (5%), in which Telecom Italia is
a participant. The remaining 30.42% of shares are held by
management and employees or publicly traded. In May, Forthnet
announced that Telecom Italia is planning to increase its stake to
40%, but it is not yet clear how or when this will occur.
Forthnet also has several subsidiaries which include:
•

HellasNet, an Internet services provider

•

FORTH-crs, an e-services provider specializing in the
tourism industry

•

FORTH-e.com, a B2B ecommerce service provider

•

Telemedicine Technologies SA, a health-services portal.

Services: Forthnet currently offers Internet access and related
services as well as frame relay and VPNs. The operator plans to
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begin offering telephony services to corporate customers in late
2001 and consumers in the beginning of 2002. To this end,
Forthnet plans to spend 108 million Euros. Forthnet and
Telecom Italia also hold an BFWA license under their joint
venture Mediterranean Broadband Access, in which Telecom
Italia holds 60% and Forthnet 40%.
International Strategy: Forthnet also has international
ambitions, to expand into Cyprus and the Balkans.
Strengths and Weaknesses: Forthnet’s key advantages are that it
is already well known to consumers as an ISP, has powerful
investors both locally and from abroad (Telecom Italia), and
already has an extensive backbone.
However, Forthnet is new to telephony services. The operator is
also expanding rapidly into several new service areas but is not a
market leader in any of those areas; Forthnet may therefore be
overextending itself. Forthnet also has no last mile-connections,
though its BFWA license should alleviate this problem in the
business sector in the short to medium term.
Grapes Hellas
Ownership: Grapes Hellas is a subsidiary of Grapes
Communications, a holding company with interest in telecoms
providers in southern Europe. The operator won its telephony
license in May 2001, after receiving a license to build a fiber
optic network the previous year.
Strengths and Weaknesses: Grapes has powerful investors in the
parent company, including Warburg Pincus investment fund and
Italian operators WorldLink (an international voice reseller) and
Telecom Dynamics (data services). However, the provider is
starting from scratch, and has neither a local partner owning
infrastructure nor experience in Greek market.
Quest Wireless
Ownership: Quest Wireless is a joint venture between Infoquest,
an IT services company; CV Romania, Hellenic Technodomiki,
and Starcom, and won a fixed telephony license in April 2001.
The new provider also won a fixed wireless license.
Strengths and Weaknesses: Quest Wireless’ connections in the
IT sector may help with controlling costs in the purchase of
hardware, software, and services, which will be crucial in the
business start-up phase. However, the company has no
experience as an operator and no infrastructure.
Mobile operators
Panafon-Vodafone
Panafon recently renamed Panafon–Vodafone due the panEuropean strategy of Vodafone, is the largest mobile operator in
Greece with over 2 million subscribers. As of end-September
2001, Panaron’’s market capitalization was 2.2 billion Euro.
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Ownership: Vodafone Group 52.8% (UK), France Telecom
International 2.8% (FRANCE), Intracom 8.7% (GREECE), Free
float 35.7% (GREECE)
Services: Panafon-Vodafone offers voice and data services, which
include prepay services, GPRS, and WAP
International and domestic alliances: During the past financial
year two of Panafon’s service providers, Unifon and Radio
Korassidis Telecom, have successfully listed on the Athens Stock
Exchange, bringing Panafon's share to 19% and 26% respectively
(from 25% and 30%). Furthermore, Panafon-Vodafone has taken
a 25% equity stake in Mobitel. Panafon-Vodafone today has 2,200
points of sale throughout Greece.
In February 2000, Panafon-Vodafone announced the acquisition
of 51% of Ideal Telecom's share capital. IDEAL TELECOM, which
is an affiliate of the IDEAL Group.
Strengths and Weaknesses: Panafon has maintained its market
lead despite increasing competition. However, that competition
may begin to increase its share of the market as new operators
launch new data services.
Telestet (Stet Hellas)
TELESTET was the first company in Greece to be granted a
license in August 1992 for the development of a nation-wide
GSM service.
Ownership: STET Mobile Holding 58.1% (ITALY), Verizon 20%,
Interamerican Group 5.2% (USA), Free float 16.2%
Services: TELESTET aim to offer its customers advanced voice
and data products and services.
International and domestic alliances: In February 2001 STET
Hellas Telecommunications SA and Euronet Worldwide
announced an agreement to offer mobile banking solutions to
financial institutions in Greece.
Strengths and Weaknesses: STET Hellas is strong in the mass
market. However, this strength is due to a large proportion of
prepaid users, which have lower ARPUs than contract users.
Cosmote
In April 1998 Cosmote commenced its operations. After two and
a half years of operation, Cosmote's network currently covers
more than 99% of the Greek population, operating within the
GSM 1800 system. As of end-September 2001, Cosmote had a
market capitalization of 303 million Euro.
Ownership: OTE 58,98%, Telenor B-Invest AS 18,00%, WR Com
Enterprises Ltd 7,27%, Free Float 15,75%
Services: Cosmote offer a wide range of basic voice services as
well as more advanced data services such as WAP and GPRS.
International and domestic alliances: Following its long- term
strategy, COSMOTE’s aim is to continue to expand
geographically beyond the Greek frontiers:
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The company owns 85% of the Albanian AMC, the only mobile
telecommunications company in that country. Cosmote has laid
the foundations for its expansion in the wider Balkans area.
In collaboration with the world leader COMMERCE ONE, it
participates in the creation of COSMOONE, the first company in
Greece to enter into Business-to-Business electronic commerce
activities.
It also collaborates with VIRGIN to create the VIRGIN MEGA, the
largest music site in Greece, thus entering business-toconsumer electronic commerce.
It enters into an agreement with YAHOO! - the international
internet leader providing its customers access to specialized
information services.
Strengths and Weaknesses: Cosmote has successfully increased
its market share to be the number two operator behind Panafon,
and has the strength of the incumbent operator behind it.
However, being perceived as part of the incumbent may also be a
disadvantage for users which associate OTE with slow and
unresponsive service.

Internet Market Overview
There are around 120 ISPs in Greece, only 15 of which offer
access services on a national level. OTE has a 40% market share
of subscriptions in the residential and business markets. Fifteen
ISPs provide backbone networks.
There are currently no subscription-free or unmetered dial
services in Greece, but emerging ISPs may seek to follow the
examples of more Internet-advanced countries and move to the
subscription-free model to boost usage.
After a relatively quiet existence for OTE, the Greece incumbent
decided to upgrade its national network for interactive services
by 2002. OTE is in the process of rolling out ISDN, but there
have been delays and complaints over service delivery. The
demand for ISDN has grown substantially but OTE has been
unable to meet demand. ISDN will form the cornerstone of the
company’s strategy beyond PSTN and ADSL will remain in the
development phase. With the liberalization of the telco market in
January 2001, the incumbent has to develop a more aggressive
approach, especially in regard to ADSL.
In order to keep up with the level of competitiveness in Greece,
OTE largely depends on partnerships with more IP-experienced
pan-European or US based carriers and ISPs. The ISP subsidiary
of OTE is planning to merge with OTE’s mobile subsidiary
CosmOTE. There is currently no cable infrastructure and little
incentive for OTE to deploy DSL, therefore the broadband
market will develop slowly. Greece is geographically fragmented
and first DSL services are likely to be restricted to Athens
initially.
There is a modest level of consolidation in Greece, mainly
between European ISPs and small local Greek ISPs. In
December 2000, the datacom arm of Telecom Italia,
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Mediterranean Nautilus acquired a 5% interest in the Greek ISP
Forthnet. Forthnet is the only Greek ISP which is listed on the
Athens stock exchange.
ISP Profiles
OTE / OTENET
The Internet unit of OTE was set up in 1996. It holds a dominant
position in the market, with a market share of approximately
45% in dial connections (an increase of about 188% over 1998)
and a 34% share in permanent connections. The company serves
residential and business customers.
Panafonet
Panafonet is the Internet unit of Panafon and offers Internet dial
services for residential and business customers. The following
companies participate in Panafon: Vodafone is the largest
shareholder with 55% stake; the subsidiary of France Télécom
Mobile International holds 3%; Greek telecom supplier Intracom
holds 10%, and 32% are floated free.
Panafon in turn has shares in numerous Greek enterprises.
These include Panafon Emporiki (100%), Panafon Services
(100%), Radio Korassidis Telecom (26%), Unifon (20%) and One
Way Technostores (13%) through Panafon Emporiki as well as
Ideal Telecom (51%). During fiscal 2000 Panafon SA introduced
new products such as Net@ffice, SMS Plus and VALUE Plus.
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Chapter 12
Hungary
Overview
Regulatory developments
Licenses: The Hungarian government will complete
liberalization in Hungary on December 23, 2001. As such, local,
long-distance and international telephony services remain a
monopoly provided by concession until that time. All other
services have been fully opened to competition. Below is a list of
the major licenses that have been issued in Hungary, as of
September 2001.
•

14 concessions for voice telephony: concessions were
awarded for 54 local concession areas, in addition to separate
concessions for nationwide long-distance and international
service

•

33 licenses for leased lines

•

22 licenses for managed data network services

•

1 NMT analog mobile license

•

3 GSM 900/1800 digital mobile licenses

•

5 licenses to operate 3.5 GHz BFWA networks

Disputes: One key regulatory dispute in the past year involved
Matav’s intended launch of ADSL services. Some alternative
operators feared that this service would give Matav too great of
an advantage in data, broadband and Internet services,
particularly due to the company’s dominant position in local
access networks. The regulator at least partly agreed with these
claims and required that Matav make any such services available
to other operators at wholesale rates, which Matav then did.
However, there is little guidance of how the wholesale services
should be treated, and it is too early to determine whether any
competitors will make extensive use of wholesale ADSL.

LLU, CPS, NP: As Hungary has not yet liberalized basic
services, carrier selection, number portability and local loop
unbundling are not yet in practice. The country completed a new
telecoms law in mid-2001 that is intended to comply with
European Union regulatory guidelines, but many of the details
are yet to be completed via executive orders.
Change in regulatory authority: In mid-2000, the Hungarian
government restructured the telecoms regulation and policymaking bodies. Until that time, communications policy and the
HIF were lumped together with other infrastructure sectors in
the Ministry of Transport, Communications and Water
Management. Now, communications has been removed from
that minister’s portfolio and joined together with related
technology segments under the IT Commissioner. This new
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office reports directly to the Prime Minister, and is effectively a
new IT/Telecoms ministry in all but name.
In June 2001, the Hungarian parliament approved the new
telecoms act that establishes the HIF as the national regulatory
authority. The new act is intended to pave the way for full
liberalization in December 2001 and to meet EU guidelines,
though many of the details of compliance with such guidelines
will be passed as executive orders later in 2001.
State of competition in telecoms services
Fixed Telephony: Incumbent operators continue to control
100% of the public telephony market in Hungary. Matav and the
smaller local telephone concession-holders are the exclusive
operators in their respective concession areas. Matav holds
concessions in 36 of the 54 areas, amounting to about 70% of
the territory and 72% of the population. Matav also retains the
exclusive concession to provide long-distance and international
services.
Vivendi Hungary is second largest after Matav, with concessions
covering 14% of Hungary’s population. Next largest is
Hungarian Telephone and Cable Corp., which controls four local
operating companies covering nearly 7% of Hungary. Lastly,
UPC’s Monor Telefon Tarsasag holds a concession in one area.
Most of the concession areas will be open to full competition on
December 23, 2001, though a few others will liberalize later in
the year. Long-distance and international services services will
also be fully liberalized on December 23, 2001.
As the figures below show, Matav is the dominant telephony
operator in Hungary, though not the only one. Matav’s
concession areas provide the company with the greatest share of
subscribers. In addition, the company’s concessions for longdistance and international voice provide the company with a
greater portion of telephone traffic and revenues.
After liberalization, competition is likely to come from at least
two main directions: competition between existing local
telephone operators (especially Matav and Vivendi) that enter
one another’s territory, and challenges from the data
communications network operators, such as PanTel. Additional
entry may be possible from the CATV operators.
Leased Lines/Managed Data Services: Data transmission, leased
lines and Internet services are fully competitive in Hungary, and
several companies have obtained licenses to build and operate
networks and to offer the services such as Pantel and Novacom.
Although Matav retains the greatest market share in these
markets, competition has become well established and the
leading competitors continue to grow.
Mobile: There are four mobile operators, though two of them,
Westel 0660 and Westel are sister companies with parallel
ownership. There are three GSM operators including Westel.
After more than seven years of competition, Westel continues to
lead the mobile market in terms of subscribers, usage and
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revenues. The company’s higher ARPU gives the company a
greater market share by revenues than by customer.
Since launch in late 1999, Vodafone has managed take a modest
market share of 1%, though its ARPU trails the more established
GSM operators.
Westel 0660 (formerly Westel 450), the analogue operator,
continues to hang on with a small number of customers.
Hungary has not yet issued 3G licenses. In 2000, the
government commented that it would like to issue 3G licenses
late in 2001, but the loss of favor among global investors toward
expensive 3G licenses, particularly highlighted by the weak
showing of the Polish licensing at the end of 2000, led the
government to postpone licensing for the time being.
CATV: CATV is a fragmented industry, but there are two large
operators that control much of the market. They are UPC and
MatavkabelTV, the latter an indirect subsidiary of Matav. Because
it is part of the Matav group, MatavkabelTV’s growth by
acquisition raised some competition issues. The government
required Matav to distance itself from the CATV operations by
selling part of its stake in the company, and it has placed
restrictions on further expansion of the company’s CATV
network in locations where there are telephone networks.
However, the competition issues raised by Matav’s control of the
company remain unclearly settled.
Internet: Internet access is fully competitive, with a large
number of ISPs competing for both the mass market dial-up
consumers and the higher-end business users. Matav’s
subsidiary, Axelero, is a leading ISP, but it does not have a
dominant position in the market.
Broadband: Several companies are now addressing the
broadband market, including Matav and Vivendi, which began
offering ADSL Internet access in late 2000 and early 2001,
respectively, and UPC with its cable modem Internet access.
Fixed wireless access is also developing. In June 2001, Hungary
completed an auction to issue 5 licenses to operate fixed-wireless
networks in the 3.5 GHz frequency band. An auction for the 26
GHz frequency band is expected to follow, possibly late in 2001
or early 2002, though the timing will certainly be influenced by
the degree of success of the operators at the lower frequency.
Ease of entry into telecoms market sectors
Fixed Telephony: New players will only be permitted to enter
telephony services after the end of 2001, At present, no
customers have a choice of telephony services, with the
exception of closed-user-group telephony, and voice over IP.
Entry will be eased by a regulatory system that is being resolved
to ensure fair competition, and competitors should be able to
gain business users in Budapest. Yet Matav’s dominance is based
partly on the scale of its network and partly on its improved
quality and responsiveness. The incumbent will be difficult to
unseat.
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Leased Lines/Managed Data Services: New entrants in most
segments of the business will find market entry reasonably
straightforward, though it is becoming increasingly complex and
capital dependent, and therefore it is expensive to enter.
In the backbone, there are several alternative network operators
based on fiber-optic networks installed by energy distribution,
broadcasting and other infrastructure networks. These operators
can provide a range of services from dark fiber to complex
solutions to help new entrants get started. However, for access,
most will need to rent leased lines from Matav.
Mobile: Entry to the mobile market depends upon licensing
opportunities. Any new entry to the mobile market is most likely
to occur with 3G licensing.
CATV: Entry to the CATV market is not complicated. The
industry is fragmented, and many districts have sold their CATV
networks in public tenders to UPC or MatavkabelTV in recent
years.
Internet: Entry to the Internet access market is not complicated,
nor are there high barriers, other than the competitiveness of
the market.
Broadband: The local telephone operators’ dominance of the
local loop will not be easy to overcome, but the government’s
current efforts to license fixed wireless operators will help.
Metropolitan area fiber networks in Budapest also help to
provide broadband services in the one city that is by far the most
important market in Hungary.
In late 2000, the Hungarian government made a regulatory
decision that is promising to alternative operators. When Matav
was close to launching its ADSL service late in 2000, the HIF
ruled that the company, and any other dominant operator, must
make any such services available to competitors at wholesale
price. However, as the ruling did not include clear price
guidelines, its effect will remain to be seen.
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Table 12-1
Telecommunications Market Indicators: Hungary
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

36%

35%

0%

Household penetration (%)

77%

73%

-4%

% of total subs that are consumer

80%

76%

-4%

% of total subs that are business

20%

24%

4%

Total PSTN/ISDN revenues (Meuro)

1,016

980

-4%

Population penetration (%)

30%

46%

16%

Total mobile revenues (Meuro)

851

1,242

46%

Total Internet connections (000)

207

317

53%

% of connections that are consumer

29%

38%

-9%

% of connections that are business

71%

62%

9%

Total connections (000)

2,000

2,030

2%

Total homes passed (000)

3,600

3,650

1%

Total connections (000)

3.7

16.7

355%

DSL connections

2.1

8.6

318%

Cable modem connections

1.6

7.9

390%

BFWA connections

0.1

0.2

111%

Fiber connections

0.0

0.1

67%

Total connections (000)

25.6

28.3

11%

Total analogue connections

14.6

14.2

-3%

Total digital connections, of which:

11.0

14.1

29%

Up to and including 64K

8.1

10.2

26%

>64K, <2M

2.4

3.2

32%

2M

0.5

0.8

72%

>2M

0.0

0.1

67%

PSTN/ISDN

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public Fixed Telephony Overview
In 2001, IDC forecasts the telephony market in Hungary will be
Euro 1.31 billion. This amount is comprised of revenues from
several telecoms operators that include foreign investors among
their shareholders. Foreign investors account for 60% of the
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total market, the most prominent originating in Germany and
France, as well as the Netherlands.
Table 12-2 shows fixed-telephony operators in Hungary, while
Figures 12-1 to 12-3 show operator market shares.
Table 12-2
Fixed-Telephony Operator s in Hungary
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

70% of national local
access, national LD
and ILD

Local, LD and
ILD

Both

Vivendi

Regional

Local

Both

Hungarian Telephone and Cable
Corp. (HTCC)

Regional

Local

Both

Monor Telefon Tarsasag (MTT)

Regional

Local

Both

Operator

Magyar Tavkozlesi Rt. (Matav)

Source: IDC, 2001

Figure 12-1
Hungary: Fixed-Telephony Operator Market Shares by Direct
Subscribers

6% 1%
13%
Matav
Vivendi
HTCC
Monor

80%

Source: IDC, 2001
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Figure 12-2
Hungary: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct Subscribers Only)*

6%

3%1%

Matav
Vivendi
HTCC
Monor

90%

Source: IDC, 2001
*Hungary had not yet liberalized as of the time of this report, therefore all minutes of
use by other operators are over direct connections

Figure 12-3
Hungary: Fixed-Telephony Operator Market Shares by Revenue
(Direct Subscribers Only)*

4% 2%
10%

Matav
Vivendi
HTCC
Monor

84%

Source: IDC, 2001
*Hungary had not yet liberalized as of the time of this report, therefore all minutes of
use by other operators are over direct connections

Overview of telecommunications access infrastructure
Fixed Access: Until recently, alternative operators had little
choice with regards to access networks. One option was to build
their own access lines. Many operators were willing to install
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new lines to large customers, in order to provide higherbandwidth services.
CATV Access: Cable television networks provide a widespread
alternative means of access, an option that UPC, the largest
Hungarian CATV operator, has already attempted to pursue.
More than 3 million Hungarian homes were passed by CATV
networks by the end of 2000.
Fixed-Wireless Access: In June 2001, the government auctioned
five 3.5 GHz fixed wireless access licenses to Antetra, Matav,
PanTel, GTS and V-Com (a division of Vivendi Telecom Hungary).
This auction will enable a much greater level of competition in
the access network, particularly as companies such as PanTel,
GTS and Vivendi are among the most likely to challenge Matav
across the range of telecoms services.
Mobile Cellular Access: The three mobile operators also all
provide nationwide access over their own networks. Vodafone, as
a newer operator, has a population coverage of 65%, while the
remaining operators have reached 99%.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Hungary will be
Euro 1.43 billion. Foreign investors are present in each of the
mobile operators. The foreign investors’ share of the market is
85%, with the most prominent investors originating in
Germany, Netherlands, Norway, Finland, UK and Denmark.
Table 12-3 shows mobile operators in Hungary, while Figures 124 to 12-6 show operator market shares.
Table 12-3
Mobile Operators in Hungary
Operator

Standard

Population
Coverage (%)

Target Markets
(business/consumer)

Westel 0660

NMT 450

99

Mainly consumer

Westel Mobil

GSM 900/1800

99

Both

Pannon GSM

GSM 900/1800

99

Both

Vodafone Hungary

GSM 900/1800

65

Both

Source: IDC, 2001
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Figure 12-4
Hungary: Mobile Operator Market Shares by Subscriber

7%

1%

Westel Mobile
Pannon GSM
54%

38%

Vodafone
Westel 0660

Source: IDC, 2001

Figure 12-5
Hungary: Mobile Operator Market Shares by Minutes of Use

9%

1%

Westel Mobile
50%
40%

Pannon GSM
Vodafone
Westel 0660

Source: IDC, 2001
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Figure 12-6
Hungary: Mobile Operator Market Shares by Revenue

7%

1%

Westel Mobile
Pannon GSM
53%

39%

Vodafone
Westel 0660

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Line Operators
Matav
Ownership: Matav is the formerly state-owned national telecoms
operator. It is currently 59.49%-owned by MagyarCom, which is
in turn 100% owned by Deutsche Telekom AG. The remaining
shares are publicly traded, with the state retaining a “golden
share”.
Market capitalization: Matav was valued at Euro 3.3 billion in
mid-October 2001.
Services: Directly and via its subsidiaries, Matav offers a
complete range of telecoms services to residential and business
customers, including local, long-distance and international
telephony, mobile telephony and data, managed data network
services, Internet access and content and various other related
services.
Matav’s core business is public telephony service. At the end of
2000, the company had 2.66 million PSTN telephone lines in
service, along with over 300,000 ISDN B channels. Telephone
services comprised over 60% of the company’s revenues in 2000.
Mobile services account for most of the rest of Matav’s revenues,
deriving from a subscriber base that climbed to 1.74 million at
the end of 2000, while leased lines, data transmission, Internet
access and other services account for a small but growing
portion. Matav also owns 25% of MatavKabel, which is one of the
largest CATV operators in Hungary.
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International Strategy: Matav’s position within the Deutsche
Telekom group is an advantage providing international expertise,
as well as a partner for international telecoms services.
At the end of 2000, Matav bid for and won a 51% stake in
Macedonian national operator Makedonski Telekommunikacii
(Maktel). The company has also flirted with the idea of acquiring
operators in Bulgaria and Croatia, and in the second quarter of
2001, the company renamed its ISP subsidiary to Axelero, with
an eye to expanding the company’s coverage beyond Hungary.
With many West European operators now suffering from large
debt burdens and feeling overextended, Matav may have an
opportunity to develop a regional presence beyond Hungary.
Strengths and Weaknesses: Matav’s strengths extend from the
company’s early privatization and the extensive restructuring
and refocusing of the company in the ensuing years. Matav’s
managers have successfully revamped the company, upgrading,
extending and replacing the network and network management
elements, orienting the company increasingly toward customer
care, and diversifying the company into a wide variety of other
services, such as data, Internet, mobile, Internet content,
eCommerce and other businesses.
This deliberate reform also managed to put the company’s
financial condition into good health prior to the telecoms sector
downturn. Matav’s strong financial condition is exactly what has
transformed the company into predator, rather than prey.
Although Matav has undergone substantial restructuring, it has
certainly not lost its political influence. In fact, the addition of
the new management’s profit-driven mentality and lobbying
skills have probably helped the company to make even greater
use of its lobbying power, providing the company a very
important advantage.
Matav also faces some uncertainty in its future, however. Most
importantly, the fixed-line telephony market is becoming
saturated. The number of traditional telephone lines in service is
now declining, though ISDN growth offsets this trend. And
despite its efforts at improved competitiveness, Matav’s core
business will soon face challengers from several directions,
which likely will bite into Matav’s market share faster than Matav
can develop new services to replace the lost business.
Vivendi Telecom Hungary
Ownership: Vivendi Telecom Hungary and its subsidiaries are
part of Vivendi Telecom International, which is part of Vivendi
Universal of France. Vivendi first entered the Hungarian
telecoms market in 1994 (under the previous name of CG Sat),
when it won concessions in two local concession areas. Later, it
acquired several other small local telephone companies to
consolidate and create the current Vivendi Telecom Hungary.
Services: Vivendi’s core business in Hungary is its local
telephone business in several concession areas.
Vivendi is undergoing a restructuring in preparation for market
liberalization. The company’s major business is its public local
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telephony business, for which it is the exclusive provider in
several concession areas. The company is attempting to build on
that strength, while seeking to protect itself from overreliance
on those markets as they liberalize in the next year. As such,
Vivendi is launching several new services, including nationwide
Internet access and ADSL access, as well as expanding its
business communications division. Additionally, it is undergoing
a nationwide relaunch of the company using the names V-fon, Vnet and V-com for its telephony, Internet and business
communications divisions, respectively.
Alliances and Partnerships: Vivendi Telecom Hungary’s most
important relationship is that with its parent company, Vivendi
Universal. The Hungarian operations fit nicely within the larger
media and communications businesses of the parent company,
potentially providing benefits to both sides (see international
strategy below). Another relationship of note is that with
Synergon. Vivendi contracted with Synergon, a leading
Hungarian network integrator, to implement the development of
its nationwide multiservice network.
International Strategy: Vivendi Telecom Hungary is part of
Vivendi Telecom International, which in turn is part of Vivendi
Universal, a French conglomerate active in telecoms, as well as
film, television, music, publishing, and environmental services.
In Central Europe, Vivendi Telecom is also active in Poland’s
mobile market via a stake in Elektrim (see Poland chapter). The
large scale and scope of the parent company could help the small
Hungarian operator to find the resources to challenge a
behemoth like Matav. It could also provide an interesting mix of
content and services that could be offered to Vivendi Telecom
Hungary’s customers at a later date.
Strengths and Weaknesses: Vivendi Telecom Hungary’s main
strength is its established base in a few local telephone
concession areas. Its nearly 500,000 telephone lines in service in
these areas provide it with a solid base of infrastructure and
revenues upon which to build its business. Possibly with that in
mind, the company has been launching new Internet and data
services nation-wide. Additionally, liberalization next year will
allow the company to expand beyond its local concession areas to
offer local telephone service, as well as to offer long-distance and
international services throughout the country.
However, market liberalization holds risks as well as
opportunities. Vivendi will now be exposed to competition in its
own concession areas. With penetration in its regions at around
35% and half the population using mobile phones, IDC believes
the market is on the verge of saturation.
HTCC
Ownership: Hungarian Telephone and Cable Corp. (HTCC)is the
American-registered, publicly traded company that is the thirdlargest local telephone company in Hungary. The company has
majority control of four telephone companies in Hungary that
hold concessions covering about 7% of the population. HTCC’s
major shareholders include TeleDanmark with 21.3%, Postabank
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with 20.1%, Citizens Communications with 19.1%, and The
Danish Fund with 10.6%.
Market Capitalization: HTCC was valued at Euro 66 million on
mid-October 2001.
Services: HTCC is a local telephone network operator and
service provider that had about 207,000 lines in service at the
end of 2000. Local telephone service accounts for substantially
all of its revenues. However, in addition to attempting to
continue to grow the business by adding new subscribers and
increasing their usage, the company is also introducing new
services. The company now offers managed leased lines and voice
over IP (VoIP), and launched Internet services in 2001 in all its
concession areas.
Strengths and Weaknesses: HTCC is one of the weaker operators
on the Hungarian market, due to its small size, its limited
service offering and geographic scope, its location away from the
lucrative large cities, and revenues that declined last year.
However, it may be large enough to survive, and it might fit
nicely as a partner to or acquisition by another operator that
would like a local presence, or to Vivendi, which has been the
main driver of local telco consolidation.
HTCC’s financial condition has been through some rough times
in recent years, resulting in a debt-for-shares transfer in at least
one case. The company’s reliance on vendor financing helped it
to build its network, but vendor financing of telecoms companies
has come under fire in the past year. That and the general
aversion of the markets toward telecoms in much of 2000 and
2001 may make financing for additional development or the
launch of new services difficult.
At least one of HTCC’s weaknesses can also be seen as a strength,
however. For example, although HTCC’s core market faces
liberalization late in 2002, the operator’s presence in rural areas
is unlikely to face substantial challenges in the foreseeable
future, as most competitors concentrate on the major cities. The
weakness of telecoms stocks and bonds make financing difficult
for HTCC’s would-be competitors, as well.
Monor
Ownership: Monor Telefon Tarsasag, or MonorTel, is one of the
smallest local telephone operators in Hungary. However, the
company’s position within UPC Hungary, the largest CATV
operator in the country, gives it more solid backing than an
independent telco might otherwise receive. UPC owns more than
96% of Monor via its Baruse NV holding, and the remaining
nearly 4% are held by Hungarian individuals.
Services: Monor’s main business is local telephone service,
which it provides on the basis of an exclusive concession until
2002. At the end of 2000, it operated about 75,000 telephone
lines, and it had about 33,000 CATV subscribers at that time. In
addition to basic telephony services, the company is attempting
to grow its Internet and data services businesses.
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Strengths and Weaknesses: Monor’s telephone subscriber base
includes few business customers, who typically spend far more
than residential customers. This residential customer base
corresponds as well to its CATV business. The company will need
to compete in the future for a share of the business subscribers
in and around its small concession area as a means of increasing
its revenues. However, the company’s position within UPC
suggests an alternative. It may be able instead to grow its
business by expanding its services to residential customers to
provide “triple-play” service combinations of telephone, CATV
and Internet to the residential segment. Such a strategy would
correspond to its owner UPC’s pan-European strategy. This
strategy may take some time to develop in Hungary, however,
where broadband residential services are further behind than in
Western Europe.
Mobile Operators
Westel 0660
Ownership: Westel Radiotelefon, known previously by the name
Westel 450 and now as Westel 0660 operates an analog NMT 450
network. The company is owned by Matav and Deutsche Telekom
(51% and 49% respectively), though Matav announced in
September 2001 that it intends to execute an option to acquire
Deutsche Telekom’s stake in the company later in 2001.
The company was the sole mobile operator in Hungary until
1994, when two GSM operators commenced service. One of
those two, Westel 900 (now Westel), was established as a sister
company to Westel 450, making use of the brand name and
cooperating in some areas at an arm’s-length basis, due to rules
in their concessions that prohibited one company owning two
mobile licenses.
Services: GSM services quickly soared ahead of analog, and
Westel 450 was never able to maintain a large market share after
the entry of GSM. The company did, however, continue to pursue
new marketing efforts and to introduce value-added services in
an effort to compete. These efforts rewarded the company with a
steadily growing subscriber base (it had almost 100,000
subscribers at the end of 1999), albeit with a rapidly declining
market share. Only in 2000 did the subscriber base begin to fall
(to 76,000 by the end of the year), as a third GSM operator began
to strengthen its market position.
Alliances and Partnerships: Westel 450 cooperates with Westel
Mobil and Matav in many cases. Both mobile operators rely
heavily on Matav’s infrastructure for their network operations,
while Westel Mobil relies on Westel 450 for many cell sites,
collocation of equipment, network services and maintenance.
These relationships are at arm’s length, but beneficial to all.
Strengths and Weaknesses: Westel 450 has one overriding
weakness in that its technology is obsolete. Over time the
operator has fallen further and further behind the other mobile
operators, and in 2000, its subscriber base began to fall sharply.
The company has flirted at times with the possibility of
upgrading the network to digital standards, such as GSM 450 or
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CDMA, though little has come of such thoughts. In the case of
GSM, a regulatory decision allowing it and the other Westel to
merge could potentially allow triple-band GSM services,
expanding Westel’s capacity.
One strength for Westel 450 is its network services business. As
the first mobile operator in Hungary, the company had to
develop the expertise, personnel, real estate and network to
operate a nationwide mobile network. Since the entry of GSM,
Westel 450 has performed many of the necessary network
services for its sister company. The company could potentially
continue this role and even increase it by providing similar
services, for example, to other operators, which often speak
about outsourcing such functions, or to the equipment vendors.
Westel
Ownership: Westel Mobil Tavkozlesi (better known previously as
Westel 900 and now just as Westel) operates a dual-band GSM
network. It was established as a sister company to the analog
network operator described above. In so doing, the company was
able to make use of the Westel brand name and to cooperate in
some areas at an arm’s-length basis. Westel is owned by Matav
and Deutsche Telekom (51% and 49% respectively), though
Matav announced in September 2001 that it intends to execute
an option to acquire Deutsche Telekom’s stake in the company
later in 2001.
Services: Westel operates dualband GSM services at 900 and
1800 MHz. The company’s core business remains voice services,
though value-added services, particularly SMS, are growing in
importance, and the operator is pushing toward newer mobile
data and Internet services in an effort to find new revenue
streams and to stay ahead of its competition in the battle for
high-end business customers.
Alliances and Partnerships: Westel cooperates with its sister
company, Westel 0660, and with its parent company, Matav, in
many cases. Both mobile operators rely heavily on Matav’s
infrastructure for their network operations, while Westel relies
on Westel 0660 for many cell sites, collocation of equipment,
network services and maintenance. These relationships are at
arm’s length, but beneficial to all.
Strengths and Weaknesses: Westel Mobil is in a very strong
position in the Hungarian market. It has strong backing from its
owners, and its sharing of the Westel name helped it to attain
leadership of the GSM market in the early days, a position that it
has never given up. The company’s finances are in good shape,
and it continues to invest in network expansion, capacity
increases and new services.
Additionally, the Hungarian mobile market has quite a lot of
room left for growth. Subscriber penetration remains well below
that found in some other countries in the region (particularly
the Czech Republic and Slovenia), and pre-paid subscribers
account for a substantial but not overly large portion of
subscribers. The more moderate growth seen in Hungary could
allow operators a more gentle transition to 3G.
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Pannon GSM
Ownership: Pannon GSM was founded to operate one of two
GSM networks licensed in late 1993. The company was a joint
venture of Scandinavian and Dutch telecoms companies, along
with some additional equity investors. In July 2001, Pannon’s
owners announced that Telenor was increasing its stake and
buying 100% of the company.
Services: Pannon has offered GSM 900 services since 1994,
including voice and value-added services. In 1998 the company
introduced pre-paid services, which by the end of 2000
accounted for more than half of the company’s subscribers.
Pannon introduced WAP services in early 2000 and signed a deal
with Ericsson in November 2000 to supply GPRS technology. By
the end of 2000, Pannon had over 1.2 million subscribers,
accounting for 39% of the market.
Alliances and Partnerships: Possibly Pannon’s most important
partnership is with its equipment supplier Nokia. While
Pannon’s main competitor, Westel Mobil, moved to a multivendor strategy a couple of years ago, Pannon has retained most
of its exclusive supply agreements with Nokia, including a range
of network services. However, Pannon’s purchase of GPRS
technology from Nokia’s rival Ericsson at the end of 2000 may
signal a move away from this strategy.
Strengths and Weaknesses: Pannon launched services in 1994
already at a disadvantage, competing against the sister company
to the incumbent. The company has never fully been able to
recover from this disadvantage at the start. Furthermore,
although Pannon counts some innovative international mobile
operators among its owners, these owners are not nearly as
committed to the Hungarian market as Deutsche Telekom is to
the two Westels via Matav. Deutsche Telekom’s larger
international scale could provide advantages with suppliers and
international partnerships that Pannon’s owners cannot rival.
Pannon, however, may benefit from the moderate growth rate in
the Hungarian market. Though a third operator entered late in
1999, competition has not descended into all-out price
competition. Consequently, Pannon can continue to try to claw
back market share from Westel Mobil through careful
introduction of marketing campaigns, new services and price
cuts.
Pannon has taken a cautious approach toward new Internet and
data services. Nonetheless, Pannon lags Westel Mobil in
development of mobile Internet content, services, marketing and
solutions. It will need to focus greater attention in this direction
as GPRS services become more widely available if it is to
challenge Westel for the business-subscriber market.
Vodafone Hungary
Ownership: Vodafone is the brand name for the company
registered as VRAM Tavkozlesi Rt. This company won the tender
in 1999 to be the third GSM operator in Hungary. Among the
foreign shareholders, Vodafone now owns 50.1% of the company
while RWE Telliance, the telecommunications subsidiary of
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German power company RWE, owns 19.9%. Among Hungarian
shareholders, Magyar Posta, the Hungarian postal service, owned
10% of the company until April 2001, when it sold its shares to
Antenna Hungaria. Antenna Hungaria is the partially privatized
national broadcasting company, which now owns 30% of VRAM.
Services: In addition to basic voice services, Vodafone also offers
a variety of value-added services, including SMS to email
addresses, international voice over IP (VoIP), WAP services and
limited mobile banking functionality.
Alliances and
Partnerships: Vodafone’s most important
partnership is that with its parent company Vodafone AirTouch
Plc. Vodafone is the largest mobile operator in Europe and the
world, which provides it enormous expertise and leverage with
suppliers. It also creates possibilities for international
cooperation among the various Vodafone-owned companies.
Vodafone Hungary also enjoys other partnerships. Another
owner, Antenna Hungaria, owns a nationwide backbone network
and has a large base of trained staff and experience working with
radio transmission systems. These assets could be used to
provide Vodafone transmission lines in the core network, some
cell sites, and also network services such as network
maintenance.
Magyar Posta, which until April 2001 owned 10% of the
company, was also seen as a potential partner for distribution of
some Vodafone products and services, and possibly other
functions. It remains to be seen whether the companies pursue
this option in the future, now that Magyar Posta has sold its
shares in Vodafone.
Another important relationship for Vodafone is with its sole
supplier, Nokia. Nokia had a substantial presence in Hungary
previously, due to its role since 1993 as supplier to Pannon GSM.
The only supplier with a similar degree of expertise and
resources in place in Hungary vying for the Vodafone contract
was Ericsson, the lead supplier to both Westel operators. Having
the resources in place was crucial to Vodafone, as the company
required quick rollout of its network.
Strengths and Weaknesses: Vodafone’s late entry to the
Hungarian market puts it at a disadvantage that will be very
difficult to overcome. However, because the market still has
substantial room for growth, it should have the opportunity to
build a substantial subscriber base in real terms, even if market
share is more difficult to come by.
Vodafone Hungary’s greatest advantage is its position within the
Vodafone empire. Such strong international ties was an
advantage when the mobile business was primarily one of
making the telephones work correctly and of marketing, but as
the business moves toward more complex next-generation
services, such international expertise—both in development and
in marketing of new services—will become particularly
important.
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Internet market overview
Matav’s ISP division Axelero, formerly known as MATAVnet, has
emerged as a leading provider of dial-up Internet access among
consumers. Other leading providers of dial-up services in
Hungary include Inter.net, Kiwwi and Start Communications.
The majority of dial-up ISPs charge subsciption fees for their
services, but Kiwwi and Start Communications started offering
subscription-free dial-up in Hungary in late 2000. Although
subscription-free services are available, dial-up users must still
pay a metered call charge to telephone operators for the duration
of their calls. Matav has set a special flat rate in the evenings for
dial-up Internet users. Additionally, local operators offer their
own tariffs for dial-up use. Leading business ISPs include PSInet
(formerly Elender), Axelelro, Euroweb, and Nextra. Recently,
Vivendi Telecom Hungary’s (VTH) Internet service provider VNet launched its nationwide internet access service. VTH
Hungary is Hungary's second largest local fixed-line telecom
operator after Matav. Additionally, UPC is offering cable Internet
access services.
As of the end of 2001, IDC forecasts there will be 316,627
Internet connections in Hungary.
ISP Operator Profiles
Axelero
Axelero is the Internet services and content subsidiary of Matav.
It was split away from its parent in 1997 but is still fully owned
by the telco giant. Axelero is Hungary’s leading ISP with
dominance of the dial-up market with nationwide coverage and a
strong - albeit not primary - position in the leased-line market. It
also operates the consumer portal Origo, which vies with Index
for the position of leading content-site on the Hungarian Web.
Axelero sees Origo and content provision as the main value
driver for its business. Currently 90% of revenues come from
basic access services, but the company intends to develop its
content services more fully.
In October 2000, Axelero launched an ADSL Internet access
service based on Matav’s NetExpressz access. analogue lines
fairly cheaply). The main target market for Axelero is high-end
residential and SOHO users
Axelero connects its network over Matav's backbone.
EuroWeb
EuroWeb is owned by Hungarian alternative operator PanTel
with 51%, and EuroWeb International with 49%. EuroWeb in
Hungary is focused on serving business clients. It offers
subscription-based dial-up as well as ISDN and leased line
Internet access services. EuroWeb purchased a Web portal,
Internetto, in January 2001. The company intends to invest 1
billion Forints (Euro 3.8m) for development of its network and
services.
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GTS Hungary
GTS Hungary is part of the Central European operations of
Global TeleSystems Inc. of the USA. GTS was an early entrant to
the Hungarian market, offering VSAT services in 1994. The
company owns a fiber-optic ring in Budapest, and its network
reaches other parts of the country primarily with microwave
equipment. As the data communications market grew, and as
Internet access began to enter the mass market of both
businesses and consumers, GTS pursued these markets beyond
Budapest as opportunity arose. But in comparison to PanTel, for
example, GTS’s investment has not included full nationwide
coverage.
PSINet
PSINet, formerly Elender Rt., was one of the first active
commercial ISPs in Hungary. The PSINet group acquired
Elender Rt. in September 1999 for 34 million Euro, and split the
company in three. PSINet Hungary took over the business
clients, while Inter.net, now majority-owned by its management,
took control of consumer customers. Webigen is in charge of
Internet-related project development. It is majority-owned by
financial investment group Wallis Rt. Although PSINet does offer
dial-up Internet access, most of the company's Internet access
services are focused on leased line access. The company is also
active in providing server hosting services and VPNs.
Inter.net
Inter.net is one of the leading providers of dial-up Internet access
in Hungary. It is focused mainly on the residential market. The
ISP offers nationwide subscription-based dial-up access. Inter.net
was formed when PSINet group acquired Elender and split the
company in three. PSINet Hungary took over the business
clients, while Inter.net, now owned by its management, took
control of consumer customers.
FotexNet
In October 2000, FotexNet started providing Internet access
services. In the first period, from October 2000 the company
provided telephone and ISDN-based Internet access. The
infrastructure for the service is provided by PSINet Hungary.
Fotex-owned Internet store Fotexnet and the ISP Axelero signed
an agreement whereby Fotexnet's goods will be accessible
through Axelero’s Origo portal. The Fotex chain currently sells
Axelero’s QuickNet pre-paid Internet access packages and PSINet
Hungary Kft's Internet-access subscriptions under the Fotex
brand.
Kiwwi
Kiwwi is one of two ISPs offering subscription-free dial-up
Internet access in Hungary. It launched services in Hungary in
December of 2000. While Kiwwi focuses on the provision of VoIP
services, the company is using free dial-up as an important tool
to build up a customer base with which to market additional
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services. Kiwwi is an Austrian-based company with local
operations in Hungary, the Czech Republic and Slovakia. The
voice services it plans to introduce include international,
domestic long distance and fixed-line-to-mobile calls, targeting
business customers. Kiwwi's free dial-up service is available in
conjunction with its own local-language portal sites.
Novacom
Novacom entered the Hungarian market in 1997 under the name
ELMU Tavkozlesi Kft. In August 1998, the company was officially
transformed into Novacom Tavkozlesi Kft. with prime capital of
Ft1 billion (Euro 3.8m). Current owners include RWE Telliance,
Budapest Elektromos Mvek and ErBW GmbH. Novacom
introduced its IP-based NovaCall service in November 1999 for
international voice services. The company intends to compete in
the domestic telecoms market following liberalization. The
company plans to target the market for medium- and large-sized
businesses. Services are based on ATM, IP, ISDN and SDH
technologies.
Vivendi
Vivendi is launching several new services, including nationwide
Internet access and ADSL broadband Internet access, as well as
expanding its business communications division. Its Internet
division has recently been renamed V-Net.
Start Communications
Start Communications is the operator of Freestart, one of two
subscription-free ISPs currently operating in Hungary. Freestart
began offering dial-up services in Budapest in December 2000. It
is currently in the process of expanding its coverage to reach
other cities in Hungary, with the aim of being a nationwide
provider of subscription-free dial-up access. The company
expects nationwide coverage will be completed by the end
of2001. In addition to offering dial-up access, the ISP produces
its own consumer Internet portal.
Nextra
Nextra Hungary announced the launch of a nationwide network
offering Internet access services for the Hungarian market in
October 2000. The ISP’s access services include subscriptionbased dial-up and leased line access. The ISP is focused primarily
on the business market. Additional services offered by Nextra in
Hungary include IP-based telephone, VPN, hosting, colocation,
Web development and domain registration. Nextra has become
an important regional player in Central and Eastern Europe with
local operations in Hungary, the Czech Republic and Slovakia.
Nextra
is
the
Internet
subsidiary
of
Norwegian
telecommunications group Telenor.
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Chapter 13
Ireland
Overview
Regulatory developments
Licenses: The Irish telecommunications market was liberalized
in September 1999. Since then significant progress has been
made in terms of both the regulatory environment and the state
of competition.
As of September 2001, the ODTR had awarded 37 basic telecoms
licenses and 49 general licenses. Of the general licenses,
approximately 11 have a 15-year license to provide fixed
telephony service.
There are currently three licensed GSM mobile operators in
Ireland. Ireland has not yet awarded 3G licenses.
BFWA licenses were awarded in September 1999; four for
broadband services (eircom, Esat, Formus and Princes Holdings)
and three for narrowband (eircom, Esat and Princes Holdings).
However, deployment of these services has not progressed as
planned; Formus, a US-owned operator that was hit heavily by
the economic downturn, pulled out of Ireland entirely in the first
quarter of 2001.
LLU: Although LLU has been available since December 2000, the
ODTR has determined that the progress to date has been
unacceptable since no lines had been unbundled as of April 2001
and eircom’s reference offer from December was deemed noncompliant and incomplete. The ODTR is now taking steps to
improve this, and released a notice at end-April setting monthly
rental charges at 13.53 Euros, which is an average among 10
European countries. The new regulator will have more power to
enforce full LLU.
An interesting element of the Irish regulatory system is that the
regulator does not have the power to control and change
eircom’s existing license requirements. Local loop unbundling in
Ireland is thus going to become implemented via commercial
agreements between the operators, rather than via any direct
regulatory intervention. Nevertheless, such negotiations will
require a high level of regulatory arbitration.
CPS and NP: Carrier pre-selection began in April 2000. At the
end of 2000, approximately 150,000 subscribers used CPS. Fixed
NP began in January 2001, and mobile NP is likely to be
introduced in mid-2002.
Changes in regulatory authority: The ODTR was established in
1997, but the government is now planning to establish a new
commission to oversee further deregulation, the Commission for
Communications Regulation. The ODTR will dissolve its power
and function and staff will be transferred to the new body. The
scope of decisions will be broader and wider than the ODTR.
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State of competition in telecoms services
Fixed Telephony: Eircom remains the main operator for voice
telephony due to its ownership of most access lines. CPS,
however, is increasing competition as approximately 150,000
subscribers used the service as of the end of 2000. There is a
high degree of CATV coverage in Ireland with over 70% of
households passed by CATV networks, but difficult market
conditions has forced the main operators of Chorus and NTL to
scale down their network upgrade plans. Access via LLU is still
not happening in Ireland, despite the availability of a reference
order.
Leased Lines/Managed Data Services/Internet: Eircom still
controls the leased line market due to its ownership of access
lines but has lost influence in the data and Internet sectors,
where it faces strong competition from alternative operators
such as Esat and Worldcom.
Mobile: Eircom is selling its mobile operator Eircell to Vodafone,
so it has no influence in those markets. The new entrant has just
launched services and is increasing competition in a market
which has been dominated by two players, thus providing users
with an extra choice.
CATV: Eircom does not offer CATV services. The CATV market is
now dominated by ntl which has over 50% of total subscribers,
but ntl’s recent cash flow problems have created an easier entry
point for new operators looking to get into cable services.
However, the required investment to run a cable network and
the small size of the Irish cable market means that new entrants
to the CATV market are not likely in the near or medium-term.
Besides NTL, the other main CATV operator in Ireland is Chorus.
Broadband: There have been many delays in introducing
wholesale DSL service in Ireland, and eircom’s most recent
wholesale offer still does not satisfy the regulator’s criteria for
offering non-discriminatory access to alternative providers. The
delay in rollout of cable modem services by the two main CATV
operators, NTL, and Chorus, has meant there is little
competition in cable modem services. Lastly, though Ireland was
one of the first countries in Europe to award BFWA licenses, the
failure of several license holder’s businesses such as Formus has
meant there is little BFWA infrastructure in place in Ireland.
Ease of entry into telecoms market sectors
The Irish regulator, the ODTR, is one of the more transparent in
Europe and publishes regularly updated information on license
holders, applications procedures, and decisions. However, it has
not been able to enforce all of its decisions, such as that of LLU
which has dragged on through most of 2001. This lack of
enforcement powers can prove to be problematic for new
entrants into the Irish market.
Fixed Telephony: It is not difficult to receive a telephony license
for Ireland, and CPS has been available for over a year. However,
the lack of LLU means all operators must pay interconnection
fees to Eircom in order to offer telephony services.
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Leased Lines/Managed Data Services: Eircom and Esat own
most leased lines, and those operators are the primary providers
of data services as well. While it is not difficult to obtain a data
services license, the presence of two strong existing operators
and the small size of the country will make market entry difficult
for new players at this time.
Mobile: No further GSM operators are expected to receive
licenses, but future 3G license tenders will provide an
opportunity for new players to enter the Irish market. However,
entry for new players will prove difficult as the penetration has
already reached nearly 75%.
CATV: Entry to the CATV market will need to be via acqusitions,
since CATV networks already pass most Irish households.
Internet: It is not difficult to become an ISP in Ireland. However,
the market is small with less than 300,000 connections, and
there are two strong ISPs in the country operated by the two
main fixed-line operators, the incumbent and Esat.
Broadband: Delays in provision of a cost-based wholesale DSL
offer have meant that entry to the DSL market in this way has
not been possible. The incumbent is now planning to offer a DSL
service bassed on bitstream access, which may improve
availability to alternative operators. Entry to the cable modem
and BFWA markets is now possible only via acquisitions of
existing players.
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Table 13-1
Telecommunications Market Indicators: Ireland
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

51%

54%

3%

Household penetration (%)

93%

95%

2%

% of total subs that are consumer

61%

59%

-3%

PSTN/ISDN

% of total subs that are business

39%

41%

3%

Total PSTN/ISDN revenues (Meuro)

1,390

1,461

5%

Population penetration (%)

61%

76%

25%

Total mobile revenues (Meuro)

712

986

38%

Total Internet connections (000)

184

263

43

% of connections that are consumer

82

81

% of connections that are business

18

19

Total connections (000)

614

645

5%

Total homes passed (000)

901

1,076

19%

Total connections (000)

0

10

N/a

DSL connections

0

2

N/a

Cable modem connections

0

7

N/a

BFWA connections

0

1

N/a

Total connections (000)

23.3

22.5

-4

Total analogue connections

15.9

14.1

-11

Total digital connections, of which:

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

7.4

8.4

12

Up to and including 64K

5.4

6.0

10

>64K, <2M

1.3

1.5

19

2M

0.7

0.9

17

>2M

0.0

0.0

38

Source: IDC, 2001

Public Fixed Telephony Market Overview
IDC estimates that the Irish fixed telephony market will reach
1.3 billion Euros in 2001. Foreign shareholders, mainly from the
UK, have a 49% share in the market.
Table 13-2 shows fixed-telephony operators, while Figures 13-1
to 13-3 show operator market shares.
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Table13-2
Fixed-Telephony Operators in Ireland
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

eircom

National

Local, LD, ILD

Both

Esat

National

Local, LD, ILD

Both

Ntl/Chorus

Regional

Local, LD, ILD

Mainly residential

Interoute/Spirit

National

Local, LD, ILD

Both

Stentor

National

Local, LD, ILD

Both

Operator

Source: IDC, 2001

Figure 13-1
Ireland: Fixed-Telephony Operator Market Shares by Direct
Subscribers

14%

1%

eircom
Esat
Others

85%

Source: IDC, 2001
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Figure 13-2
Ireland: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

2%
20%

eircom
Esat
Others

78%

Source: IDC, 2001

Figure 13-3
Ireland: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

2%
20%

eircom
Esat
Others

78%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Eircom still owns a majority of last-mile
connections in Ireland, and most alternative fixed-line operators
must still lease capacity from the incumbent for these services.
Once the problems over unbundling are sorted, alternative
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operators will be able to provide access through that method as
well.
CATV Access: CATV operators own their own infrastructure and
pass most Irish households.
Fixed-Wireless Access: BFWA operators – who will primarily
serve the business sector – will be able to completely bypass the
fixed network, but at present there is little BFWA coverage due to
the financial difficulties of many licencees.
Mobile Cellular Access: The three GSM operators own their own
networks. Esat and Eircom serve over 90% of the population, but
the newer operator Meteor covers only a bit more than half.

Mobile market overview
The mobile market in Ireland has experienced quite a high
growth in the last two years. The Irish market is one of the
fastest growing in the EU. Nevertheless, despite such a high
growth it is perceived that competition in the mobile market is
not as effective as it should be. At the beginning of 2001, the
long awaited Meteor has finally launched its GSM services in
Ireland. The starting of will increase the competition in the Irish
market and the benefits of such increased competition
particularly for the consumer, in the form of price cuts and
cheaper mobile offers. At the end of June 2001, there were 2.6
million mobile subscribers in Ireland which gives a penetration
rate of 70%.
Ireland currently counts three mobile operators, which are
Eircell (which was bought by Vodafone and recently renamed
Eircell 2000), Esat Digifone and the recently launched Meteor,
owned for the majority by Western Wireless of the USA.
The Irish government is expected to issue four 3G licenses
during 2001, but some issues have not yet been resolved as of
October 2001, so it may not happen until 2002.
IDC estimates that the Irish mobile market will reach almost 1
billion Euros in 2001, with foreign investors from the UK and
the US accounting for 57% of the market.
Table 13-3 shows mobile operators, while Figures 13-4 to 13-6
show operator market shares.
Table 13-3
Mobile Operators in Ireland
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Eircell 2000

TACS900

98

both

GSM900
Esat Digifone

GSM900/1800

98

both

Meteor

GSM900/1800

65

consumer

Source: IDC, 2001
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Figure 13-4
Ireland: Mobile Operator Market Shares by Subscriber

1%

Eircell

44%

Esat Digifone
55%

Meteor

Source: IDC, 2001

Figure 13-5
Ireland: Mobile Operator Market Shares by Minutes of Use

2%

Eircell
47%

51%

Esat Digifone
Meteor

Source: IDC, 2001
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Figure 13-6
Ireland: Mobile Operator Market Shares by Revenues

1%

Eircell

43%

Esat Digifone
56%

Meteor

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Line Operators
eircom
Ownership: eircom is Ireland’s incumbent operator. Comsource,
a consortium of KPN and Telia, holds a 35% stake in the
operator, but informed eircom in late 1999 that it intended to
sell its stake, which is now in progress. A further 14.9% of shares
are held by employees, 1.1% is in the hands of the government
and the remainder have been publicly traded since the operator’s
IPO in July 1999. Eircom is now the focus of a bidding war
between two rival Irish entrepreneurs who want to purchase the
operator. The operator has also sold its cellular unit, Eircell, to
Vodafone in an effort to increase shareholder value. Eircom’s
market capitalization was 2.87 billion Euros in end-September
2001.
Services: Eircom offers voice telephony, narrowband Internet
access, frame/cell and packet switched services, leased lines, and
wholesale carrier services. The operator yet to begin offering
DSL services due to a series of recent setbacks. In addition to the
delay in local loop unbundling causing disagreements between
the incumbent operator and the regulator, eircom decided in
March 2001 to cancel its contract for DSL equipment with
Alcatel, and will now have to find a new supplier.
International Strategy: Eircom’s international expansion
strategy is focused on expanding its home market primarily in
the United Kingdom and Northern Ireland and developing points
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of presence in selected EU locations. Eircom’s presence in
Northern Ireland was boosted during 2000 by investing in a
broadband fiber optic ring, which will link into eircom’s existing
broadband fiber optic ring in the Republic of Ireland. In the
United Kingdom, eircom has continued to develop its own
network infrastructure and has established points of presence,
including switching capability in London and Manchester. The
business currently provides ATM, frame relay, leased line and
fixed line voice services primarily to eircom’s corporate
customer base. In addition to this network build-out, the United
Kingdom operation is leasing network capacity and developing
interconnection agreements. eircom UK has contracted with
Fireboat to provide capacity for part of its backbone network in
the United Kingdom.
Strengths and Weaknesses: As the incumbent, ownership of
infrastructure is eircom’s greatest strength. In addition, though
its delays in DSL rollout have been costly, they are partly offset
by parallel delays in eircom’s rivals’ launch of broadband cable
and BFWA. Eircom is also address its cash-strapped position by
undergoing a reorganization and selling Eircell in order to
improve profitability.
Eircom’s conflict with the regulator over local loop unbundling,
however, is delaying DSL, which would increase revenues from
Internet access. Furthermore, eircom faces strong competition
from Esat and global carriers which offer more comprehensive
business solutions.
Esat Telecom
Ownership: Esat is the main second-tier carrier in Ireland.
Founded by entrepreneur Denis O’Brien in 1991, Esat was
purchased by BT in early 2000 and merged with BTU’s Ocean
Telecom subsidiary. It began by targeting business clients, and is
now entering the residential telephony market. It is also a
leading ISP. Esat also owns 49% of GSM operator, Digiphone.
Esat acquired Global One’s local operational assets in 1999,
giving it access to several high-profile multinational clients. The
operator also signed an infrastructure sharing agreement with
Racal Telecom (now Global Crossing) in that year, involving
Racal and Esat’s United Kingdom and Ireland networks,
respectively.
Services: Esat has two separate divisions serving the business
and consumer markets. Esat Fusion focuses on consumers and
offers voice telephony, card services, and subscription-free
Internet access. Esat Business offers voice telephony, Internet
services, managed data services (including IP-VPNs), and
systems integration services.
Strengths and Weaknesses: Esat’s link with BT gives Esat UK
and international reach, and help it to maintain its position as
the main 2nd tier operator in Ireland. Esat also has access to an
alternative network to the incumbent’s through its
infrastructure sharing agreement with Global Crossing.
A potential danger for Esat, however is that BT’s financial and
management troubles could spread to its Irish operations. Esat is
HT04B

- 240 -

A IDC

also constrained by eircom in the broadband area, since Esat
cannot offer DSL until eircom offers wholesale or collocation
through local loop unbundling.
Interoute Ireland (Spirit Telecom)
Ownership: Interoute Ireland, which trades as Spirit Telecom, is
a subsidiary of the international operator Interoute (78% owned
by the Fondation de Famille Sandoz).
Services: The operator launched phonecard services in March
1999 and residential indirect telephony services in August the
same year. It has gained a customer base of between 3% and 6%
of the country’s residential phone users since August 1999 by
offering low-cost national and international calls, and remains
focused on the residential sector.
Strengths and Weaknesses: Interoute benefits from being a
subsidiary of an operator that is currently constructing its own
global network. The operator has focused on consumer segment
for several years and is now well known in that area. However,
competing for telephony customers on the basis of price only
works for so long; Interoute will need to compete more on
services once its competition meets its lower prices. Another
disadvantage for Internet is that its core business is residential
services, and residential users generate less revenue than
business.
Ntl Ireland
Ownership: ntl Ireland is a subsidiary of ntl UK. It acquired
Ireland’s leading cable TV operator Cablelink in June 1999 for
around 643 million Euro, acquiring Cablelink’s 370,000
subscribers in the Dublin area.
Services: Ntl originally planned to offer bundled digital
television, telephony, and CATV services by the summer of 2001,
but it has found itself strapped for cash to continue network
rollout and will have to revise its targets. Since its license
agreement stipulates that it had to supply digital services to
more than 100,000 areas in its franchise area by the end of
March, but it has not met this requirement, ntl now faces
penalty from the regulator. It is not clear whether ntl will lose its
license entirely or will simply be fined.
Strengths and Weaknesses: Ntl Ireland can learn from the
experience of its parent company, which is one of two main CATV
operators in UK, where it has offered voice and CATV for several
years. Ntl also has one of the most lucrative franchise areas in
Ireland since it includes the capital and financial center of
Dublin.
Ntl Ireland’s cash flow problems, however, do not seem to be
diminishing in the near term as it needs to meet its license
requirements on service rollout. Delays in this rollout will hurt
ntl’s credibility with users and its relationship with the regulator.
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Stentor Communications
Ownership: Stentor Communications is a subsidiary of the
international carrier Stentor PLC, which operates primarily as
an international telecommunications company. Stentor is
licensed to provide telecommunications services in Ireland, the
United Kingdom and the US, covering a broad range of clients
including multi-site, national and international corporations.
Services: In Ireland the company offers voice, data and ecommerce products and services. Its voice services include call
centers, global freephone, virtual private networks, global calling
cards, audio conferencing and call management, while its data
services include frame relay, ATM, managed bandwidth, remote
LAN access, high speed internet access, managed router services
and ISDN services.
Strengths and Weaknesses: Stentor’s international focus is
beneficial in targeting corporate clients with offices in UK and
US. However, the operator is competing with more established
global operators.
Mobile Operators
Eircell 2000 (formerly Eircell)
Eircell is Ireland's leading mobile phone operator with a
customer base of over 1.3 million people. Eircell holds 55% of
the market share in Ireland
Ownership: In May 2000 Eircell, Ireland's leading mobile
operator, became a 100% subsidiary of the Vodafone Group plc.
The deal gives Eircell a virtual market capitalization of 3.64bn,
positioning it as one of the top 10 Irish companies.
Services: Eircell offers a wide range of services such as mobile
banking, WAP, voice services, and email.
International and domestic alliances: In May Eircell, Ireland’s
leading mobile phone operator and part of the Vodafone Group,
announced the 100% acquisition of Person to Person (P2P), the
Irish nationwide mobile phone retailer. Eircell previously owned
51% of the company and today acquired the remaining 49%
from the Sigma Group.
Strengths and Weaknesses: Eircell has managed to maintain its
market leadership and benefits from ownership by global
operator Vodafone. However, the presence of a new third
operator in the market may reduce its market share in the near
future.
Esat Digifone
Esat Digifone launched its mobile services in March 1997 as
Ireland’s second GSM mobile operator.
Ownership: BT 100% (UK)
Services: voice, SMS
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Strengths and Weaknesses: Esat targets the higher-ARPU
generating corporate segment. However, it has not been able to
compete effectively against Eircell, and may lose market share to
aggressive new operator Meteor.
Meteor
Meteor is the newest mobile operator in Ireland which become
operational In February 2001.
Ownership: Western Wireless Comms 60% (USA), RF Comms
30% (IRELAND), Walter Group 10% (USA)
Services: Although Meteor has only being operational 3 moths
already offers a wide range of services voice and data, prepay
services as well as contracts.
Strengths and Weaknesses: As there have only been two mobile
operators in Ireland until now, Meteor will benefit from the fact
that consumers will welcome a third operator offering a cheaper
alternative. However, there was a delay in the launch of services
which resulted in lost revenues that could be invested back in
the company.

Internet Market Overview
Eircom is the Irish incumbent and at present the largest ISP in
Ireland in subscriber terms. The second-largest ISP in terms of
subscribers is Ocean, part of Esat currently with 170,000
subscribers.
Ireland has not implemented unmetered dial yet but does have
subscription-free services, mainly offered by Oceanfree. Eircom
was the first to trial DSL services to residential and business
customers in 1999. It completed the first trial with around 700
customers and has increased that number to 4,000 sites in 3Q00.
Although the ODTR supports the flat rate offer, it has not
outlined a method to apply that model in a financially viable way.
IDC estimates that Ireland will have 263,000 Internet
connections by the end of 2001.
ISP Profiles
Eircom
Eircom, Ireland’s incumbent, has merged its two ISP
subsidiaries: Eircom Net is geared towards businesses and Indigo
is more focused on residential customers. Both ISPs now fall
under the brand Eircom Net. Since its establishment in
December 1995, Indigo has grown to become an ISP to domestic
and business customers. Indigo’s subscription-free Internet
access service is gofree, free for single users and 38 Euro per
month for multiple users. Eircom.net offers dial access for single
and multiple users and leased line access for the business
community.
Although Eircom planned initially to float Eircom Net during
the first quarter of 2001, the move has been postponed
indefinitely. Instead, Eircom Net has re-centered its activities to
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face the increasing competition, mainly from Esat’s Internet
division.
Esat
Esat Fusion brings together a number of phone and Internet
services offered to the residential market and plans to ‘fuse’ these
services with new multimedia offerings.
Esat will retain Ocean’s ISP, Oceanfree.net, to target the youth
market. The ISP has 138,000 customers.
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Chapter 14
Italy
Overview
Regulatory developments
In 1999, the Italian government sold its interest in the
incumbent operator, but managed to keep a strong foothold in
the telecommunications market thought its ownership of the
electricity utility Enel, which operates the telecom service
provider Wind. The government’s interests were increased
further through the acquisition of Italy’s second largest operator,
Infostrada, through Wind.

Licenses: According to the Italian regulatory body, by June 2001
the following licenses had been awarded (latest publicly available
data):
•

222 public operators, of which approximately 90 can offer
fixed telephony

•

Over 1000 authorizations

•

4 GSM operators

Five 3G licenses were also awarded later in 2000, and awards for
fixed-wireless access licenses are still planned.
Disputes: After complaints from several alternative fixed-line
providers and the Italian Association of Internet Service
Providers, the Italian Competition Authority launched an
investigation into Telecom Italia’s provision of access since 1998.
The Authority found that the incumbent had taken advantage of
its ownership of the PSTN access network by refusing requests
from alternative operators for wholesale DSL services, while at
the same time offering its own DSL retail service. Telecom Italia
was fined 115 billion lire, or 59 million Euros, for abusing its
position as a carrier with significant market power.

LLU: Telecom Italia reported that as of July 2001, all of its
exchanges were available for competitors to enter.
CPS, NP: During 2000, Italy implemented carrier pre-selection
and local loop unbundling. Carrier pre-selection began in
January 2000, and by the end of August 2001, about 2 million
subscribers used CPS. Fixed NP was available one year after CPS,
and mobile NP is likely to be introduced in the first half of 2002.
Change in tariff setting: Tariff rebalancing is still in progress
and will be completed in 2002.
State of competition in telecoms services
Fixed Telephony: Strong, purely domestic competitors, do not
operate in Italy after the merger of Infostrada and Wind in
October 2000. Most other alternative operators are now in the
start-up phase, so are busy building their networks and can only
offer services on a regional basis. It is the pan-European and
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global operators that pose the greatest threat to the incumbent
in the business sector, but most consumers in Italy still have
little or no choice of fixed-line providers. It is thus safe to say
that TI dominates the telephony sector, despite CPS and LLU, for
it still controls a majority of access lines. While Telecom Italia
claimed in July 2001 that nearly 90% of its exchanges are now
available for colocation, less than 1% of total exchange lines are
actually operated by alternative operators.
Leased Lines/Managed Data Services: As Telecom Italia owns
most access lines, it is the provider of most leased lines in Italy.
Other providers such as Colt and Fastweb has a degree of access
in the largest cities. In data services, Telecom Italia has been able
to maintain its market leadership despite several years of
competition due to its large existing client base and ownership of
infrastructure. The main competitors in data services include,
Infostrada, the main alternative operator in Italy, and Albacom,
the local subsidiary of BT. Global operators also have a small
presence in Italy to serve multinationals.
Mobile: TI has a strong influence in the mobile sector, where it
has a market share of 49%. However, most of the population now
has a choice among operators and prices are competitive, so TI’s
market share is due to fair competitive practices rather than
abuse of its position. Of the five 3G licenses awarded, two
involved new entrants to the Italian mobile market.
There are currently no MVNOs in the Italian market.
CATV: There is very little CATV in Italy, and what exists is
provided by Stream. More popular in Italy is satellite and DTH
services.
Internet: The Internet market is extremely competitive in Italy:
the incumbent has the largest market share in terms of
connections, but there are also numerous ISPs offering metered
and subscription-free services. The other two largest ISPs in Italy
are pan-European operator and Infostrada.
Broadband: Now that TI has made available a wholesale offer and
is beginning to unbundle the local loop, broadband via DSL is
becoming possible from a multitude of alternative operators.
Broadband via cable is nonexistent due to the lack of CATV
networks. Italy has not yet awarded BFWA licenses so this service
is not yet available in the country. One broadband technology
now in service in Milan and a few other cities is fiber to the
building, which new operator Fastweb has been rolling out since
the beginning of 2001.
Ease of entry into telecoms market sectors
Fixed Telephony: It is not difficult to receive a license for
telephony services in Italy as there are over 90 operators licensed
for this service, and CPS is available. Entry into this market
requires leasing capacity from the incumbent, however, as
Telecom Italia owns nearly all access lines. Building a new
network will be an expensive and time consuming proposition as
it would involve getting numerous permits and rights-of-way
guarantees from local governments.
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Leased Lines/Managed Data Services: As with telephony, the
incumbent controls most leased lines except for a small amount
supplied by city-based operators. While it is not difficult to get a
telephony license, the existence of two strong domestic operators
Telecom Italia and Infostrada will make entry into this market
difficult. New entrants into the data services market will have an
easier time providing international services rather than national
ones.
Mobile: All of the 3G licences were awarded and is expected that
no further GSM licences will be awarded.
CATV: As with Greece, the terrain and difficulty in getting
permits to dig in local areas would make entry of a CATV
operator extremely difficult, especially due to the popularity of
other entertainment services such as satellite and DTH.
Internet: The Internet market is not difficult to enter but
requires leasing capacity from Telecom Italia in most cases, and
capacity in Italy is more expensive than in several other
European countries.
Broadband: As Telecom Italia now offers wholesale DSL access it
is possible for new entrants to offer DSL services via that
method. Though LLU is technically available in all exchanges, in
reality the process of setting up a DSL line in the incumbent’s
exchange may be complicated and time consuming, since very
few operators have opted for this so far. The lack of CATV
infrastructure means that entry into broadband cable is not an
option. Italy has not awarded BFWA licenses so market entry for
this service is not possible.

Table 14-1
Telecommunications Market Indicators: Italy
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

51%

54%

3%

Household penetration (%)

93%

96%

3%

% of total subs that are consumer

67%

65%

2%

% of total subs that are business

33%

35%

2%

14,613

15,005

3%

70%

84%

20%

10,250

13,000

27%

3,342

4,928

47

% of connections that are consumer

74

74

% of connections that are business

26

26

150

155

PSTN/ISDN

Total PSTN/ISDN revenues (Meuro)
Mobile
Population penetration (%)
Total mobile revenues (Meuro)
Internet Access
Total Internet connections (000)

CATV
Total connections (000)
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Table 14-1
Telecommunications Market Indicators: Italy
Type of Service

YE2000
(actual)

YE2001
(estimate)

N/a

N/a

Total connections (000)

48

349

627

DSL connections

48

320

566

Cable modem connections

0

2

N/a

BFWA connections

0

0

0

Direct fiber connections

0

27

N/a

Total connections (000)

163

160

-2

Total analogue connections

70

58

-17

Total digital connections, of which:

93

102

9

75

81

8

Total homes passed (000)

% change
00-01

Broadband

Retail Leased Lines

Up to and including 64K

8

9.7

20

2M

>64K, <2M

9.8

11

12

>2M

0.1

0.1

12

Source: IDC, 2001

Public Fixed-Voice Telephony market overview
IDC estimates the fixed telephony market in Italy will reach 15
billion Euros by the end of 2001. Foreign investors, mainly from
France and the UK, make up 2% of the total. Once the operator
Atlanet (see profile below) starts generating revenues, Spain will
join the foreign investor group.
Table 14-2 shows fixed-telephony operators, while Figures 14-1
to 14-3 show operator market shares.
Table 14-2
Fixed-Telephony Operators in Italy
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Telecom Italia

National

Local, LD, ILD

Both

Albacom

National

Local, LD, ILD

Mainly business

Infostrada/Wind

National

Local, LD, ILD

Both

Edisontel

Regional

Local, LD, ILD

Both

Atlanet

Regional

Local, LD, ILD

Both

Source: IDC, 2001
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Figure 14-1
Italy: Fixed-Telephony Operator Market Shares by Direct Subscribers
Subscriber Market Share

Telecom Italia

100%

Source: IDC, 2001

Figure 14-2
Italy: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

1%
2%

Telecom Italia
Infostrada/Wind
Others

97%

Source: IDC, 2001
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Figure 14-3
Italy: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

1%
2%

Telecom Italia
Infostrada/Wind
Others

97%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Telecom Italy owns nearly all fixed access lines in
Italy. New regional operators have begun forming, such as those
with utility company Edison, but are still in the initial network
buildout phases and will not be capable of offering alternative
infrastructure to Telecom Italia for several years.
E.Biscom, a provider based in Milan, has begun offering fiber
access to residential and SME users in that city through its
subsidiary FastWeb.
Unbundling is becoming an option for more operators now that
TI has made 500 exchanges available and plans to have a total of
1,650 by the end of 2001, which will cover approximately half the
total subscriber lines in Italy.
CATV Access: Italy has a relatively sparse cable television
infrastructure and thus a limited opportunity for broadband and
telephony access via cable. The only cable TV operator in Italy is
Stream, which was 51% owned by Telecom Italia until July 2001
when it was sold to Stream’s other shareholder Newscorp.
Fixed-Wireless Access: Fixed wireless licenses ware expected to
be awarded in 2001 but as of Q2 2001 no tender has been
announced. The tender will include up to seven licenses in the
24.5-26.5 band and three in the 27.5-29.5 band, and licenses are
likely to correspond to regional divisions.
Mobile Cellular Access: Omnitel and TIM both own networks
covering over 95% of the population, while Wind and Blu have
coverages of approximately 84% and 70% respectively.
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Mobile market overview
The Italian market is considered one of the most innovative
markets in Western Europe. TIM and Omnitel dominate the
market. Though Italy is for the vast majority a voice orientated
country, the mobile companies have successfully launched data
services, such as SMS and GPRS, and they are seen as strong
drivers. The other two mobile operators in the country are Wind
Telecommunicazioni, which has successfully introduced fixedmobile convergence products and services and Blu, which was
awarded the fourth and final GSM1800 license in August 1999.
In October 2000, after only two days of bidding, the 3G auctions
in Italy came to an end. This was due by Blue withdraw. The
companies, which were granted a license were OmnitelVodafone, TIM, Wind, Andala, and Ipse Spa
TIM, Omnitel, Wind and Blu are already offering GPRS services.
Moreover, these operators have been increasing the adoption of
SMS through data tariffs and special promotions.
IDC estimates the Italian mobile market will reach 12.7 billion
Euros in 2001, with foreign investors from the UK, US, and
France making up 31% of the total.
Table 14-3 shows mobile operators, while Figures 14-4 to 14-6
show operator market shares.
Table 14-3
Mobile Operators in Italy
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

TIM

TACS 900

99

both

GSM 900
Omnitel-Vodafone
Blu
Wind

GSM900/1800

99.4

both

GSM1800

70

consumer

GSM900/1800

84

consumer

Source: IDC, 2001
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Figure 14-4
Italy: Mobile Operator Market Shares by Subscriber

2%
13%

36%
Omnitel
TIM
Wind
Blu

49%

Source: IDC, 2001

Figure 14-5
Italy: Mobile Operator Market Shares by Minutes of Use

4%
16%
34%
Omnitel
TIM
Wind
Blu

46%

Source: IDC, 2001
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Figure 14-6
Italy: Mobile Operator Market Shares by Revenues

12%

2%

37%

Omnitel
TIM
Wind
Blu

49%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Line Operators
Telecom Italia
Ownership: In July 2001, Italian tire and cable company Pirelli,
along with the Benetton group, gained control of Telecom Italia
through a complex deal with the primary shareholder Olivetti.
While Olivetti still has a 54% of the operator, Pirelli and
Benetton control approximately 27% of Olivetti and now have
the power to make management and strategic decisions. The
Italian government holds a “golden share” of 3.46% which allows
it to block any actions that might pose a “vital threat” to the
company. The remaining shares are publicly traded in Italy and
abroad. As of end-September 2001, Telecom Italia’s market
capitalization was 49.4 billion Euros.
Services: As the incumbent operator, TI offers a complete array
of voice and data services for consumers and businesses. Telecom
Italia began offering DSL services in 1999 to the business market
and in 2000 to the SME and residential market through its ISP
subsidiary tin.it. Telecom Italia was the primary DSL provider in
Italy until late 2000, when LLU took effect.
In the business sector, the company is offering the RING range of
data transmission services, offering ADSL access (up to 2Mbps)
and HDSL access (up to 8Mbps) to ATM, frame relay and IP VPN
services. In the consumer sector, Telecom Italia’s ISP subsidiary
TIN.it is offering an ADSL service which includes Internet
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connectivity
and
other
online
services
videoconferencing, games and video content.

such

as

TI has agreed to sell its 50% stake in Stream, a CATV provider
with access to some 50,000 homes in Italy, to News Corp; the
agreement is pending regulatory approval.
International Strategy: TI is focused on Europe, particularly
southern Europe, and Latin America, and with an emphasis on
mobile services. Over 30% of TI’s total revenues now come from
international operations.
Strengths and Weaknesses: TI’s extensive international holdings
provide revenues as competition intensifies at home. TI also has
a large share in a mobile market which is one of the largest in
the world. In addition, despite its numerous regulatory conflicts,
TI has actually complied more with regulatory demands than
some of its European neighbors, such as Belgium and France,
and is now creating a DSL market which is starting to take off.
However, TI faces increasing competition at home, particularly
from Infostrada/Wind but also from other providers focusing on
major cities who lure away some of the highest-usage customers
in both business and residential segments. In addition to its
international successes, some of its ventures have been
questionable, such as purchase of a stake in Telecom Serbia in
1997 along with OTE of Greece.
Infostrada/Wind
Ownership: After two years of frequent ownership structure
changes due to cross-border mergers and acquisitions in Europe,
Infostrada/Wind is now owned 73.4% by Enel and 26.6% by
France Telecom. France Telecom has the option to increase its
share within 24 to 30 months, after part of Infostrada/Wind is
floated.
Services: Infostrada offers fixed telephony, mobile services
through Wind, and Internet services, including business and
residential broadband. Infostrada/Wind’s fiber-optic network
covers 17,500km, thanks in part to its agreement with the
national railway, Ferrovie dello Stato, which grants the company
access to its rail network.
Strengths and Weaknesses: In the merger with Wind, the new
operator now has a share in all major communications market
segments. No other alternative operator now exists in Italy with
equivalent network and subscriber base, so Infostrada/Wind has
no real competitors other than the incumbent.
However, if France Telecom chooses to pull out rather than
increase its stake, Infostrada/Wind will be left as essentially a
state-owned enterprise, back where it started several years ago.
e.Biscom/FastWeb
Ownership: e.Biscom is a new Italian-based company which is
starting to expand beyond its borders into other European
countries. The company, which is publicly traded, consists of
subsidiary companies involved in telecoms and ebusiness.
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Subsidiary FastWeb is a joint venture with the Milan electricity
company AEM and currently provides fiber access to 5,500
buildings in the Milan area, mainly to business customers.
Services: FastWeb is expanding into other Italian cities during
2001: Genoa, Turin, Rome and Naples and is now running
promotions for its residential service bundle of telephony, video
and Internet access. This promotion costs less than ADSL service
from Telecom Italia at higher speed and more services, and
therefore poses a major challenge to existing operators. This is
reflected in FastWeb’s subscriber growth, which reached 8,400
March 31, 2001.
Alliances and Partnerships: In March 2001, Fastweb signed an
agreement with cable operator Stream, to provide “television
services” in areas where Fastweb operates. Fastweb has also in
2001 signed content delivery agreements with the Discovery
channel and Universal Studios.
Strengths and Weaknesses: Milan is a good place for Fastweb to
try out its services, as it is the financial center of the country and
its residents have some of the highest per capita incomes in Italy.
In addition, Fastweb’s joint venture with AEM gives it access to
properties, which might otherwise be difficult to obtain.
Furthermore, Fastweb is unique: no real equivalent bundled
service exists in Italy.
Fastweb is, however, in a vulnerable start-up phase, where it is
dependent on public funding. If the service does not catch on in
other cities where it has less local connections as that of AEM,
investors may lose confidence and sell their shares. In addition,
new digital video providers in the US and the UK, where similar
services to Fastweb are available, are finding it difficult to forge
content relationships with broadcasters. After its initial contracts
with Discovery & Universal Studios, Fastweb may have more
trouble purchasing content with appeal to Italians.
Albacom
Ownership: Albacom is owned by Albacom Holdings (50.5% BT
and 49.5% Banca Nazionale del Lavoro), which holds a 45%
stake, energy company ENI (35.5%), and Mediaset, the owner of
Italy’s three largest TV networks (19.5%). In September 2000,
Albacom purchased a 60% stake in Basictel, an operator owned
by the state railway, for 222 billion lira (131 million Euro). A
month later, Albacom bid unsuccessfully for Infostrada.
Services: Albacom offers telephony and data services, offering
international data connectivity through Concert, for which it is
Italy’s exclusive distributor. In March 2000, Albacom launched
DSL services in 10 cities.
Strengths and Weaknesses: With BT as a shareholder, Albacom
may have preferential access to Italian subsidiaries and local
offices of UK companies. Albacom can also offer multinationals
global communications services through Concert. However, BT’s
involvement may turn out to be a disadvantage. The UK
incumbent, being deeply in debt, is pulling out of its direct
shareholdings in most international operations, even from those
it said it would not, such as in Japan. This could happen in Italy,
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where BT does not even have majority control, which would
leave Albacom without a service provider shareholder.
Atlanet
Ownership: Atlanet is a joint venture which was created in
January 2000 between utility company ACEA (33%), Telefónica
(33%), Fiat (28%), and IFIL (5%), which plans to offer a full
range of fixed telephony, data and Internet services. Telefónica
will have management control, appointing the CEO and filling a
majority of seats on the board.
Atlanet will invest EUR 400 million over the next three years.
The operator will begin offering services in Rome over ACEA’s
existing fiber optic infrastructure, and will then expand to other
parts of the country. Atlanet also won a 3G license in October as
part of a Telefónica-led coalition.
Strengths and Weaknesses: Telefonica is a good partner to have
as it has done well in competing in liberalized market in Spain
and Latin America. Atlanet also has another strong and wealthy
shareholder in Fiat. However, there is the danger that complying
with the terms of its 3G license may take precedence over
Atlanet’s developing its fixed-line operations.
EdisonTel
Ownership: EdisonTel is a new unit of the Italian electricity and
gas company, Edison, headed by the former CEO of Albacom. It
plans to offer a full array of communications services, focusing
on small and medium businesses and consumers.
Services: Currently, EdisonTel is present in Rome and Milan, and
is launching a pilot project in the Veneto region offering
integrated gas and telephony services to residential customers.
Commercial services began in November 2000.
Alliances and Partnerships: EdisonTel has spent the past several
months forging numerous joint ventures and partnerships.
These include:
•

A 50:50 joint venture with Gruppo ACAM to provide
residential and business telecom services in the Spezia
region. The new provider will be called Acamtel SpA

•

A new company to provide IT services to SMEs. Pirelli and
Banca Intesa are the primary shareholders along with
Edisontel itself. The new company plans to open a Rome
data center in 2001.

•

A 50:50 joint venture with Sat Servizi Ambiente Territorio
SpA, a group of regional utilities, to provide telecoms
services in an industrial area around Modena. The new
provider will be called Satcom SpA

Strengths and Weaknesses: As a subsidiary of a utility, Edisontel
is fortunate to already have infrastructure and a source of
funding. The operator is also rightly starting operations in
promising regional areas other than Rome and Milan, where
there is little competition aside from Telecom Italia.
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A major weakness of Edisontel, however, is that it is new to
telecoms services. With this lack of experience a more cautious
approach might be better than that which Edisontel is pursuing,
setting up various joint ventures in a short span of time with
partners also not in telecoms. In addition, having all the joint
ventures be managed 50:50 may create problems if there is a
conflict between partners in the future, as they will be
deadlocked.
Mobile Operators
TIM
TIM is the largest Italian mobile operator in Italy with more than
22 million mobile customers. As of end-September 2001, TIM’s
market capitalization was 38.5 billion Euro.
Ownership: TIM is 56.13% owned by Telecom Italia, while the
remaining amount is owned by private individuals and financial
institutions.
Services: The majority of TIM’s products are pre-paid given the
high take-up of pre-paid packages in Italy. TIM menu’ is the
latest pre-paid offering and consumers have a choice of tariff
options to choose from.
The operator also offers free unified messaging system called
Universal Number TIM.
International and domestic alliances: KPN Mobile, DoCoMo and
TIM formed a three way joint venture develop and market mobile
Internet services in Europe.
In January 2001 TIM and Credem signed an agreement to
provide new e-banking services, such as current account
management, balance queries and share dealing via mobile
phones. TIM signed an agreement with T-Mobil to offer users of
both companies a roaming service. Users will be able to benefit
from cheaper rates when roaming on the other company’s
network.
Strengths and Weaknesses: TIM has not exposed itself to 3G as
some of its competitors which places the operator in a much
stronger position to roll out services in 2002 and to form further
alliances in the future. The operator is also financially very
strong and further growth will come from data services.
However, in Europe it does not have the same international
presence as Omnitel-Vodafone, which puts TIM at a disadvantage
when negotiating corporate deals.
Omnitel-Vodafone
Omnitel, formerly known as Omnitel Pronto Italia was created in
1990 as a consortium of several telecommunications and
investments groups to bid on Italy's second mobile license.
Ownership: Vodafone owns a 76.86% stake in the Italian
operator with Verizon owning the remaining 23.14%.
Services: Omnitel was one of the first mobile operators in
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Europe to launch a tariff plan without a monthly subscription.
The package, called Libero, was launched in June 1996. Omnitel
was the first operator in Italy to offer e-commerce, with its
virtual shop ‘SpazioOmnitel On Line’.
International and domestic alliances: In September 2000
Omnitel and Nokia both signed an agreement to co-operate on
developing 3G applications in Italy. While also in the same
month it signed an agreement with Microsoft to define, develop
and distribute services aimed at businesses whose employees are
working increasingly on the move. The aim is to develop a range
of infrastructures for easy access to wireless technologies.
Strengths and Weaknesses: Omnitel is a strong brand in Italy,
and is known for being an innovative operator: it differentiates
itself from TIM through its tariffing and value-added services
Wind Telecommunicazioni
During 1998, Wind offered just fixed line services until it was
awarded the third mobile license, which allowed it to expand its
services to offer mobile and convergence services from March
1999. At the end of March 2001, Wind had approximately 5.7
million mobile customers.
Ownership: In July 2000 following pressure from other
shareholders, Deutsche Telekom sold its 24.5% stake in Wind to
Enel and France Telecom. Enel has now 73.4% ownership and
France Telecom has the remaining 26.6% stake.
Enel’s stake was subsequently increased to 56.6%, while France
Telecom’s stake increased to 43.4%. France Telecom and ENEL
were angered with the fact that Deutsche Telekom had attempted
to acquire the incumbent operator Telecom Italia.
Services: Wind since launch has introduced a number of tariffs
to appeal to different users. Wind launched GPRS services in
October 2000 and also launched its WAP service in the same
year. Content on its WAP service is provided by its portal InWind.
International and domestic alliances: In December 2000, wind
partner with CNN Italia to provide customers with news, travel,
sport via SMS and WAP services.
Strengths and Weaknesses: Fixed-mobile convergent products
have provided Italian consumers with an extra choice of services
to choose from, which have proved to be popular. In addition, the
merger with Infostrada will further increase Wind’s presence in
the Italian market. However, Wind is still relatively
inexperienced in the mobile market.
Blu
In August 1999, Blutel (‘Blu’) was awarded Italy’s fourth and
final GSM1800 license.
Ownership: The shareholders are Societa' Autostrade (32%),
British Telecom (20%), Distacom, Edizione Holding and
Mediaset (9% each) and BNL, Italgas and Caltagirone (7% each).
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Services: Blu is offering a range of innovative mobile and
convergent services in an attempt to differentiate itself from the
existing operators. It has launched a multi-access portal to
provide fixed and wireless Internet services. Blu is expected to
offer fixed-mobile convergence (FMC) in partnership with fixed
operator, Albacom, with whom it shares the shareholder BT
International and domestic alliances: Albacom has stated that it
would sell a joint fixed/mobile service together with Blu once it
begins operating. BT has a 23% stake in both Albacom, and
Mediaset, and Banca Nazionale del Lavoro also have stakes in
both operators.
In February 2001 Yahoo!Italia and Blu signed an agreement for
the provision of WAP services for Blu’s customers.
Strengths and Weaknesses: Blu benefits from shareholder
synergies and from roaming on its competitors networks
providing the operator with good coverage. However, it is
plagued by shareholder disputes, and failed to win a 3G license.

Internet Market Overview
The Italian Internet market is now showing signs of rapid
acceleration after a relatively late start, particularly with the
introduction of the free ISP model by Tiscali and others from
1999 and gradual availability of mobile-based Internet services.
The Internet arm of Telecom Italia, Tin.it, holds a dominant
market position, however, a large number of smaller ISPs are
entering the business access market.
The subscription-free model is still dominant and all the major
ISPs have adopted this model. Progress has also been made in
DSL services since 1999. Telecom Italia has been offering ADSL
retail access services and provides also wholesale products to
competitors. The only cable TV operator in Italy is Stream With
the incumbent having a dominant position in the leased line and
DSL markets, the only short-term prospect for very widespread
competition in the broadband sector is from the licensing of the
fixed wireless local loop.
IDC estimates that Italy will have 4,928,000 Internet connections
by the end of 2001.
ISP Profiles
Seat PG (formerly TIN.it)
In the mid-1990s Italy decided to privatize state-run telephone
company Societa Finanziaria Telefónica (Stet, now Telecom
Italia) along with Seat, its publishing unit, as a way to reduce
debt and ease entry into European Monetary Union. An
agreement was finally reached in 1997 to spin off Seat from the
phone company, selling 61% of it to a holding company called
Ottobi, with investors led by Banca Commerciale Italiana and
publishing house De Agostini. SEAT was founded in 1925 in
Turin to publish phone lists. By 1953 its operations covered all of
Italy, and it established Pagine Gialle’s Yellow pages operations
in 1966.
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In September 2000, Seat PG and Tin.it merged. The regulator
authorized the merger but also suggested that Seat PG should
surrender its monopoly on advertising revenues from public
phone directory from January 1, 2008. In June 2001, the Italian
ISP was re-branded Virgilio Tin.it.
Virgilio Tin.it is geared towards consumer and SOHO markets.
Its product developments are based on communication tools
such as SMS or U-mails (Unified messaging services). The
company also recently launched its ASDL offer and gained
18,000 customers during the first quarter of 2001.
The company counted in March 2001 4,392,000 registered users
and 1,541,000 active clients during the same month.
Seat PG’s first quarter revenue for 2001 was EUR 291.5 million,
and its Internet activities account for 12% of that total.
Tiscali/World Online
Sardinia-based Tiscali was established in June 1997 as one of the
six authorized Italian telecoms providers. At present he company
is 32.3% owned by its CEO, Renato Soru and 34.6% free float.
Tiscali offers telecommunication services for private and public
telephones and also provides Internet services through its
subscription-free subsidiary TiscaliFreeNet. As of October 1 2001,
Tiscali’s market capitalization was 1.6 billion Euro.
During 2000, Tiscali followed a very aggressive acquisition
strategy in order to become one of the largest pan-European
ISPs. These acquisitions are in Table 14-4 below.
Table 14-4
Tiscali Acquisitions in Europe
Company

Time of Acquisition

Country

Linkline

February 2000

Belgium

Interweb

February 2000

Belgium

August 2001

Belgium

A Telecom

December 1999

France

LibertySurf

Yucom

January 2001

France

Intercall

April 2001

France

Nikoma

March 2001

Germany

Addcom

January 2001

Germany

Planet Interkom

April 2001

Germany

November 2000

Netherlands

Inicia.com

August 2001

Spain

Tiny Online

August 2001

UK

WorldOnline

LineOne
Nets

April 2001

UK

December 1999

France

Source: IDC, 2001
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Tiscali’s acquisitions previous to World Online were mainly
focused on ISPs offering subscription-free Internet access for
private customers. World Online represents a different business
model, providing access to residential and business customers on
a subscription basis. World Online’s Internet access accounted
for 60% of overall 1999 revenue.
In order to retain customers from its disparate acquisitions,
Tiscali started a customer loyalty program under the name
Freedelities. One hour’s connection time earns 45 points; points
can be exchanged for products or services. Furthermore it will
offer a free Web hosting services to business customers including
a domain, email addresses and 100MB Web space.
Infostrada
Infostrada has over 7,600,000 customers, 3,500,000 for Voice
Services and 4,100,000 in Internet services. Libero Infostrada is
the subscription-free Internet service for residential customers.
Net24 is Infostrada’s ADSL offer for residential and business
customers. Italia OnLine is Infostrada’s portal. The ISP also
offers additional services such as Web hosting (Infostrada Web
Residence and Web Contact aimed at SMEs)
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Chapter 15
Latvia
Overview
Regulatory developments

Licenses: According to the Ministry of Transport, Department of
Communications, there is only one authorized telephony and
leased line operator. Below is a list of the licensed operators:
•

1 telephony operator (Lattelekom)

•

1 leased lines operator (Lattelekom)

•

1 fixed wireless operator (Lattelekom)

•

2 dual-band GSM 900/1800 mobile licenses (LMT and Tele2)

•

1 radio communication license (Radiokom)

The Latvian telecommunications sector has not yet been
liberalized, and the incumbent operator, Lattelekom, retains a
monopoly in basic telephony services. When the government
privatized part of Lattelekom in 1994, it agreed to maintain the
company’s monopoly in telephone services until 2013. The
government is intent on changing this date to meet the 2003
liberalization obligations of the World Trade Organization and
the European Union, but any change requires negotiations and
possibly compensation. It is still not clear how and when a
solution will be found.
Full competition is currently allowed in broadcast and cable TV,
Internet services, value-added services, and equipment provision.
There are two mobile service operators in Latvia: Latvian Mobile
Telephone, SIA (LMT) and Tele2. With only two operators
licensed to provide mobile telephony in Latvia, speculations
arose that a third would be announced towards the end of 2000.
According to the Latvian Ministry of Transport, this was to be a
license for UMTS, as almost all frequencies used by GSM 900 are
occupied. Tele2, the second operator to join, was one of the
biggest supporters of the idea that a third operator would be
licensed. By early 2001, it became clear that the Ministry would
not be announcing the 3G tender in 2001. In September 2001,
the Transport Ministry announced that the auction would not be
held until late 2002. According to the Communications
Regulatory Authority, it has made recommendations to the
Ministry.
Latvia proposed a joint-Baltic 3G license. However, there has not
been much positive response to this from either Lithuania or
Estonia and no one has stepped forward to put any force behind
it.
Disputes: The most closely watched dispute involved
shareholders of the incumbent operator, Lattelekom, and the
Government of Latvia and began in late 2000. The two were in
negotiations to shorten Lattelekom’s monopoly status; originally
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it was to come to an end in 2013, but in accordance with EU and
WTO requirements Latvia has agreed to shorten it to 2003.
In August 2000, Lattelekom’s major shareholder, Tilts
Communications (TC) of Denmark, filed a request against the
Government of Latvia to stop the negotiations in the
International Chamber of Commerce. TC complained that by
trying to liberalize the total telecom industry by 2003, the
Government was going against the agreement made in 1993.
According to some, liberalization of the market could bring
down Lattelekom’s net profits by as much as 50%. As a result,
all activities of liberalization and privatization have been
suspended until a resolution to the dispute is settled in the
International Court.
Lattelekom faced further trouble in April 2001. The incumbent
is under agreement (from 1994) with the Latvian Government
and its main shareholder, Tilts Communications, not to spend
more than one million Latvian lats (Euro 1.8m) on a single
transaction or for a single purpose. However, this amount would
not be enough to complete a current project entailing network
development and digitalization. The Latvian Privatization Agency
has agreed that Lattelekom would be allowed to take money
from their capital investments, if they revise the project to make
it a priority and ensure its completion by the end of 2001.
In the end of 2000, Lattelekom and the Association of Latvian
Voice over IP (VoIP) providers (LinTA) entered into a dispute
over the legality of VoIP. Latvian VoIP providers formed LinTA
when Lattelekom brought charges against them that VoIP is
illegal. Lattelekom suggests that it challenges their monopoly.
A resolution has not yet been reached.

LLU, CPS, NP: As the Latvian telecommunications sector has
not been completely liberalized, and will not be earlier than
2003, there is no regulatory structure in place for local loop
unbundling, carrier selection or number portability.
State of Competition in Telecoms Services
Fixed Telephony: The incumbent operator, Lattelekom, holds a
monopoly over all basic telephony services. Competition to basic
telephony existed previously in the form of voice over IP (VoIP).
However, this alternative was declared illegal towards the end of
2000, and is still under legal dispute.
Leased Lines/Managed Data Services Lattelekom controls leased
line service. The new entrant can only build its own leased line
network if the incumbent can not respond to the new entrant’s
demand. All managed data network services providers must use
Lattelekom’s infrastructure.
On a 34 Mbps fibre-optical cable connection to Stockholm, Telia
Latvia provides Internet and data services in Latvia. Besides LAN
intereconnection and private networks, Telia also offers framerelay.
Infostrukura connects approximately 100 state institutions in
Lithuania, including the Parliament and Prime Minister’s office.
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Mobile: At this time there are only two mobile operators on the
market: Tele2 and LMT. The incumbent Lattelekom owns a 23%
stake in the stronger of the two mobile phone operators, LMT.
LMT is clearly the stronger operator with almost twice as many
subscribers as its competitor (249,000 to 139,000).
The government has put off introducing auctions for a third
mobile license. It has voiced intentions to issues a 3G license,
but changing market conditions now make that unlikely for the
time being. There is no clear indication of when the government
will offer the license.
CATV: There are four major cable television companies, and two
are based in Latvia’s second biggest town, Kaunas. The two
largest are Telia Multikom and Baltkom TV, which have 75,000
and 80,000 subscribers each, respectively. Telia Multikom covers
25 towns, and besides cable TV services also offers Internet
connections on its network.
Internet: Lattelekom is a leader in the provision of Internet
access services for end-users in Latvia through its Apollo
Internet division. Other leading ISPs include Latnet, Delfi and
Telia. Although the bulk of Internet connections in Latvia are
dial-up, broadband services are increasing in popularity.
Broadband: There is very little broadband access in Latvia. In
terms of competition, Lattelekom’s dominance of telecoms
extends to the nascent broadband market, as well. It is the only
company to offer fixed wireless and DSL connections. However,
competition is coming from the local CATV companies, some of
which have announced plans to offer Internet access over their
networks. Among the cable companies offering such services are
Baltkom TV, Telia MultiCom, Livas and FAO.
Ease of entry into telecoms market sectors
Fixed Telephony: Until the state monopoly comes to an end in
2003, there is no opportunity for competitors to enter the fixed
telephony segment. According to the Ministry of Transport,
companies will not be able to start applying for licenses until
January 1, 2003. Only if amendments are made to the law will
this change and companies will be able to apply earlier. While no
companies have come forth to express interest, there are
companies who already operate their own networks and will
possibly make a bid to offer voice services. These include
Internet provider 5ci’s subsidiary Skynet, the electricity power
company, and the Center for Radio and Television.
Leased Lines/Managed Data Services: This market segment is
under Lattelekom’s full control.
Mobile: There are currently two mobile operators in the market.
Additional entry depends upon the government’s licensing plans
in the future and investor interest.
CATV: Cable TV is fully liberalized in Latvia and open to
competition. With about two fifths of homes receiving CATV
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service, the most likely means of entry is acquisition of existing
operators.
Internet: Entry to the Internet market is made somewhat
difficult by Lattelekom’s monopoly over almost all
infrastructure, and by the strength of its own ISP.
Broadband: Competition on the broadband market in Latvia is
hindered, as Lattelekom’s monopoly status in basic services and
infrastructure prevents alternative from entering the ADSL or
fixed wireless markets. Nonetheless, cable modem service is now
available is some locations, particularly via Telia Multikom’s
network.
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Table 15-1
Telecommunications Market Indicators: Latvia
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

31%

32%

1%

Household penetration (%)

72%

71%

-1%

% of total subs that are consumer

82%

79%

-2%

% of total subs that are business

18%

21%

2%

Total PSTN/ISDN revenues (Meuro)

244

250

2%

Population penetration (%)

16%

23%

7%

Total mobile revenues (Meuro)

140

180

29%

25

49

95%

% of connections that are consumer

52%

58%

0%

% of connections that are business

48%

42%

0%

Total connections (000)

340

350

3%

Total homes passed (000)

620

640

3%

Total connections (000)

0.9

3.0

229%

DSL connections

0.7

1.9

162%

Cable modem connections

0.5

0.7

40%

BFWA connections

0.2

0.4

74%

Fiber connections

0.0

0.0

0%

Total connections (000)

1.7

1.7

0%

Total analogue connections

0.6

0.5

-19%

Total digital connections, of which:

1.2

1.3

9%

Up to and including 64K

0.7

0.7

4%

>64K, <2M

0.3

0.4

23%

2M

0.2

0.2

4%

>2M

0.0

0.0

0%

PSTN/ISDN

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public Fixed Telephony Market Overview
In 2001, IDC forecasts the telephony market in Latvia will be
Euro 260 million. This amount is comprised almost solely from
revenues from Lattelekom, which is 49%-owned by Finnish
operator Sonera.

HT04B

- 266 -

A IDC

Overview of telecommunications access infrastructure
Fixed/Fixed-Wireless Access: At this time, the incumbent
operator, Lattelekom, controls all telephone access lines, leased
lines, and use of fixed wireless. All managed data service
providers must use Lattelekom’s infrastructure.
CATV Access: The only alternative local access that is available is
via CATV lines, as that is the only market that is completely
liberalized. The two main operators are Telia Multicom and
Baltkom, which in April 2001 had 75,000 and 80,000 subscribers
respectively. Telia Multicom’s network covers 25 towns, and
offers both TV and internet services.
Mobile Cellular Access: There are two mobile operators in
Latvia: LMT and Tele2. Their networks reach 94% and 89% of
the Latvian population.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Latvia will be Euro
214 million. Foreign investors are present in both of the mobile
operators. The foreign investors’ share of the market is 69%,
with major investments from Swedish operators Tele2 and Telia
and from Finnish operator Sonera.
Table 15-2 shows mobile operators in Latvia, while Figures 15-1
to 15-3 show operator market shares.
Table 15-2
Latvia: Mobile Telephony Operators
Operator

Standard

Population
Coverage (%)

Target Markets
(business/consumer)

LMT

NMT450

92.3

Both

84

Both

GSM900/1800
Tele2

GSM 900

Source: IDC, 2001
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Figure 15-1
Latvia: Mobile Operator Market Shares by Subscriber

45%

LMT
55%

Baltkom

Source: IDC, 2001

Figure 15-2
Latvia: Mobile Operator Market Shares by Minutes of Use

42%

LMT
58%

Baltkom

Source: IDC, 2001
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Figure 15-3
Latvia: Mobile Operator Market Shares by Revenue

40%

LMT
Baltkom
60%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Lattelekom
Ownership: Lattelekom is the incumbent operator in Latvia.
Tilts Communication, a consortium between Sonera and the
International Finance Corporation owns 49% of the operator,
with the remaining 51% held by the government.
Services: Lattelekom holds the monopoly over fixed voice
telephony. The company has made steady advances to improve
service to its customers. The waiting list for telephone line
installation has been greatly reduced, amounting to 19,197 by
the end of 2000, whereas it had totaled around 131,000 in 1994.
Customers can make international calls without assistance on
98% of the installed lines.
Data transmission services, including managed data services and
Internet, are available over a network that covers all of Latvia
with call centers in Riga, Cesis, Liepaja, and Rezekne. It is
primarily directed towards businesses, such as banks, financial
institutions and Internet service providers. Lately, Lattelekom
began to offer DSL services.
Alliances and Partnerships: Lattelekom’s major partnership is
with its major strategic investor, Sonera of Finland, which was
brought into the company in the early 1990s to update the
obsolete network.
Strengths and Weaknesses: As the only fixed voice service
provider, Lattelekom is at a great advantage in Latvia. Further,
A IDC

- 269 -

HT04B

with its control over network lines, other companies must lease
lines from Lattelekom in order to provide services.
Lately, however, Lattelekom has fallen to a bit of a disadvantage
with the dispute over the date of liberalization. The company will
certainly lose market share in the more lucrative services and
market segments, should liberalization be moved forward.
Mobile Operators
LMT
Ownership: Finland’s Sonera and Swedish Telia own the largest
portions of LMT: 24.5% each. The Latvian State Radio Center
and VEF, a Latvian telecommunications equipment producer,
each hold 23%, while Lattelekom owns 5%.
Services: LMT offers mobile phone services on its two networks,
one using analog NMT 450, and the other a dual-band GSM 900
and 1800 MHz network. These are teamed with value added
services. By May 15, 2001, LMT had 290,041 subscribers.
Strengths and Weaknesses: LMT enjoys the expertise of its two
foreign shareholders, Sonera and Telia. Both companies have
enormous experience with advanced mobile networks and
services. Their expertise will be increasingly useful in the
coming years as new services emerge over mobile networks. The
company also benefits from the limited competition in mobile
services in Latvia.
The great majority of LMT’s subscribers (96%) are post-paid
subscribers. In the mobile phone market, this is clearly favored
by the service provider as it assures that the customer will be
paying monthly fees. With a still relatively low penetration rate
and few pre-paid customers, there remains much room for
growth of the market in the next few years, and LMT is best
positioned to take advantage of this growth.
Tele2 Latvia
Ownership: Tele2 Latvia is owned by Tele2 of Sweden.
Services: Tele2 offers mobile telephony on a GSM 900 MHz
network. It had 165,141 subscribers to its network as of May 2,
2001. In April 2001 Tele2 completed expansion work to raise its
network’s capacity following problems with network saturation.
The company has discussed the possibility of looking to launch
Internet portals, media companies, and call processing centers in
Latvia. Additionally, the company is pushing for the government
to put forth a tender for 3G technology.
The focus of Tele2 is more on residential customers, than
business. Soon after winning the GSM 900 license, it launched
the pre-paid card "Zelta zivtina.” Since the beginning, the
company held marketing campaigns, including phone giveaways, and promised the lowest tariffs. As such, it might be able
to gain a greater market share, but most likely at the cost of
lower revenues than its competitor LMT.
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Strengths and Weaknesses: It is a tremendous advantage for
Tele2 to be under the ownership of Tele2 AB.
With
representation in 20 European countries, Tele2 AB has a welldeveloped strategy for delivering a broad selection of telecom
services, including fixed telephony. As the Latvian telecom
market moves eventually toward complete liberalization, Tele2
will be at a good vantage to launch itself onto the market to
provide fixed telecommunications.
The Tele2 shareholder Tele2 AB is known for having a very
aggressive advertising campaign in the Baltic States, with
programs like free-phone give-aways. It is likely that these plans
will change the landscape of the Latvian mobile phone market,
spurring greater competition.
Although Tele2 has the financial backing of Tele2 AB it is still at
somewhat of a disadvantage compared to LMT, which maintains
stronger ties to the government. Tele2 saw some problems with
their network in March 2001, when it became evident that the
existing network could not support all of the customers. The
company announced that customers who were not able to either
make or receive calls would be compensated. By the end of
April, Tele2 completed network capacity expansion to eliminate
the problems with overload.

Internet Market Overview
Until the market is liberalized, ISPs in Latvia will continue to be
dependent on Lattelekom's infrastructure. In addition to
controlling public fixed line services in Latvia, Lattelekom is a
leader in the provision of Internet access services for end-users
in Latvia through its Apollo Internet division. Other leading ISPs
include Latnet, Delfi and Telia. Although the bulk of Internet
connections in Latvia are dial-up, broadband services are
increasing in popularity. DSL services designed for home and
business usesrs are now available. Also, local cable companies
have announced plans to offer Internet access over their
networks. Baltkom TV, Telia MultiCom, and Livas are beginning
to offer cable Internet access in Latvia. Delfi Internet is providing
cable Internet access services for FAO cable TV subscribers.
BFWA connections are also becoming an increasingly popular
alternative to using Lattelekom’s network.
IDC estimates that Latvia will have 49,000 Internet connections
in 2001.
ISP Profiles
Latnet
The Academic computer network LATNET was founded in 1992
as one of the first Internet providers in Latvia. It began its
activities by offering basic dial-up access but has since expanded
its portfolio of solutions. In addition to the capital Riga, the ISP
has offices in Daugavpils, Jelgava, Ogre, Liepaja, Rezekne, and
other cities throughout the country. LATNET also provides
Internet services over a radio network. Other services offered by
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LATNET include leased line connections, Web design, server and
application hosting.
Apollo Internet
Apollo is the Internet division of incumbent telecom operator
Lattelekom.
At present, Lattelekom's Apollo division has one of the highest
capacity international links to the Internet in Latvia and provides
national coverage for consumer and business users.
International connectivity is provided by UUNET and Ebone. The
ISP has plans to continue increasing the capacity of its
international link to the Internet. Apollo provides dial-up
Internet access, including subscription-free dial-up, as well as
DSL and leased lines.
Delfi Internet
Delfi Internet has emerged as one of Latvia’s top three ISPs. It
offers a range of Internet access solutions for both consumers
and businesses including subscription-free dial-up, cable,
wireless, and DSL. Although its portfolio of access solutions
includes consumer services, the ISP is focusing on the business
market. Delfi Internet belongs to the data communications and
Internet division of Microlink, an Estonian-based company.
Microlink began its business in Estonia in 1992 as a PC
assembler but has since expanded into system integration and
Internet services with a presence in all three Baltic countries. It
also operates the Delfi consumer portals in Estonia, Latvia and
Lithuania.
Telia Latvia
Telia Latvija started its activities in 1992. Initially Telia Latvija
operated an Info paging network as well as providing PBXoutsourcing to hotels, other organizations and companies. As a
core business Telia Latvija has chosen Internet and data
communications services. Currently Telia is the 2nd biggest data
communication operator and 4th biggest ISP in Latvia. Internet
services include dial-up access, leased lines, Web hosting, virtual
hosting, and co-location.
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Chapter 16
Lithuania
Overview
Regulatory developments
Lietuvos Telekomas (Lithuanian Telecom, or LT) is the
incumbent telecoms operator in Lithuania with a monopoly in
basic telephony services until 2003.
Licenses: According to the Lithuanian Communications
Regulatory Authority (CRA), there is only one fixed-line telecoms
operator licensed in Lithuania, and three mobile operators.
Below is a list of the licenses:
•

1 fixed network operator license (Lietuvos Telekomas)

•

3 dual-band GSM operators

•

Pending: tender for 10.5 GHz and 26 GHz fixed wireless
access

•

8 data transmission licenses

•

50 regional cable television licenses

In addition to LT, there are three mobile telephone operators on
the market. The first mobile operator, Comliet, which operated
an analog NMT 450 network, was shut down in 2000, and LT now
uses the network to provide wireless local loop fixed-line
telephony to customers in areas that are difficult to reach.
There were speculations that 3G licenses would be auctioned in
2001. However, in May, Infobalt, the Lithuanian association of
information technology, telecom, and office equipment
companies, called on the authorities to postpone any granting of
3G licensing to 2003. Infobalt cited low demand and potentially
high costs resulting from large investments to build the
network. Omnitel GSM is leading the way in laying networks for
GPRS, as a clear step towards 3G.
In early September 2001, the CRA announced that it would be
ready to present a 3G license issuing plan by the end of
September. The document only presents possibilities for how to
issue the license and to distribute the frequency band; it does not
suggest a particular procedure or a date for licensing. According
to reports from the Finance Ministry 3G licenses will be issued
by January 1, 2003.
Disputes: The main issue standing between LT and the
Lithuanian government at this present time involves a question
over per-second call billing. When LT failed to deliver on a
promise to introduce the service in May 2001, claiming that it
lacked the technical provisions to do so, the CRA brought
complaints against the company. As a way to compensate
subscribers, LT announced that in June and July it would lower
their subscription fees. As a privatized company, LT is allowed to
set its own service prices, as long as they are in line with a
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government-negotiated scheme. The CRA is to draw up an
administrative violation protocol, with regards to LT’s inability
to provide the billing plan.
In February 2001, Infrostruktura, a state-owned Internet
provider, brought a claim to Lithuania’s Competition Council
questioning whether LT is undermining competition and
hindering competitors from entering into the Internet access
market. Infrostruktura argued that LT makes it difficult for
competitors by controlling the lines over which service is
provided.

LLU, CPS, NP: Lithuanian legislators have not yet issued
directives regarding local loop unbundling, carrier preselection,
or number portability.
Changes in Regulatory Authority: The Ministry of Transport
and Communications, the CRA (operational since May 2001) and
the Committee for the Development of Information Society
govern the Lithuanian telecoms industry. However, because of
political fluctuations, the relation between the three has not
been clarified. At this time, the Ministry is the regulatory
authority, including licensing, whereas the CRA evaluates quality
of services.
State of Competition in Telecoms Services
Fixed Telephony: LT has a great degree of control over the
market as it provides services in most areas concerning
telephony, including leased line and broadband. Even with VoIP,
LT is the sole operator, providing VoIP through a subsidiary
called Voicecom.
Leased Lines/Managed Data Services: Leased lines are
controlled by LT exclusively, while eight companies have
received data transmission licenses.
Mobile: LT does not operate a mobile telephone network, but its
primary investor, Amber Teleholding, does control one of the
strongest mobile operators, Omnitel. Nonetheless, the existence
of three GSM operators dilutes Omnitel’s market power.
While it is possible to enter the market, companies already on
the market hold a strong place and prove strong competition.
Tele2 best exemplifies this, as it is the latest entrant onto the
mobile telephony market. Compared to the leading mobile
telephony provider, Omnitel that holds about 60% of the market,
while Tele2 only holds 4%. Other operators have networks in
place, which reach a larger percentage of the population.
In addition, there are four licensed paging operators in
Lithuania.
CATV: Cable television is open for competition and there are
several service providers. Fifty regional cable companies are
licensed.
Internet: Customers can choose between six Internet service
providers in Lithuania. However, the access lines are all
controlled by LT.

HT04B

- 274 -

A IDC

ISPs that provide dial-up services pay LT for the time spent
online in local phone call tariffs. Only Delfi Internet and Bite
GSM have special deals with LT, which allow their customers to
gain Internet access without the companies making payments.
However, it is only applicable, during off-peak hours. In May,
Bite GSM and LT negotiated a deal whereby Bite customers use
one number nationally to for dial-up Internet service on LT’s
network lines.
Broadband: LT is the sole broadband provider, though the
possible tender for fixed-wireless access licenses may enable
competition.
Ease of entry into telecoms market sectors
Fixed Telephony: Until the monopoly comes to an end in 2003,
there will be no competition in the field of fixed telephony,
leased lines and broadband. The segments are under LT’s
control.
Leased Lines/Managed Data Services: LT’s monopoly covers
leased lines, and thus is it not possible to enter the market as a
competitor to the incumbent.
Mobile: The demand for mobile telephony services is continuing
to grow in Lithuania, though from a modest level (the
penetration rate is currently 22%), making this a potentially
enticing market. With two strong operators on the market, entry
for a third competitor has been challenging. While the number
of the third entrant Tele2’s subscribers has been rising, it is still
far from reaching Omnitel and Bite’s numbers.
CATV: Several operators provide cable TV access. Although the
market is not as developed as some other Central and Eastern
European CATV markets, acquisition of existing operators will
probably be the preferred method of entry.
Internet: Entry to the Internet access market in Lithuania is not
difficult. The market is fully competitive, and capital investments
are low. Dependence on the incumbent’s infrastructure may be
seen as a disadvantage by some.
Broadband: LT operates the only broadband network, and
because of the monopoly there is no opportunity to construct a
competing network. However, the regulator and ministry are
considering announcing a tender to award 10.5 GHz and 26 GHz
fixed wireless access licenses that would open the doors to real
broadband competition.
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Table 16-1
Telecommunications Market Indicators: Lithuania
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

32.6%

33%

0%

Household penetration (%)

77%

76%

-1%

% of total subs that are consumer

83%

82%

-2%

% of total subs that are business

17%

18%

2%

Total PSTN/ISDN revenues (Meuro)

224

231

3%

Population penetration (%)

14%

22%

8%

Total mobile revenues (Meuro)

155

235

52%

54

86

60%

% of connections that are consumer

84%

83%

-1%

% of connections that are business

16%

17%

1%

Total connections (000)

220

245

11%

Total homes passed (000)

515

550

7%

Total connections (000)

0.3

3.6

1049%

DSL connections

0.0

3.0

N/a

Cable modem connections

0.0

0.0

0%

BFWA connections

0.3

0.6

81%

Fiber connections

0.0

0.0

0%

Total connections (000)

3.8

4.4

16%

Total analogue connections

2.1

2.0

-5%

Total digital connections, of which:

1.7

2.4

41%

Up to and including 64K

1.4

1.9

36%

>64K, <2M

0.2

0.3

84%

2M

0.1

0.2

41%

>2M

0.0

0.0

0%

PSTN/ISDN

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public Fixed Telephony Market Overview
In 2001, IDC forecasts the telephony market in Lithuania will be
Euro 298 million. This amount is comprised almost solely from
revenues from Lietuvos Telekomas, which is 60%-owned by
Amber Teleholding, which is a consortium of Finland’s Sonera
and Sweden’s Telia.
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Overview of telecommunications access infrastructure
Fixed Access: LT controls the fixed access networks with
monopolistic privileges until December 31, 2002.
CATV Access: CATV is not as widespread in Lithuania as in many
of the other countries in Central and Eastern Europe. With only
about 19% household penetration, CATV networks have much
room for growth. Even if less developed than in other countries,
existing networks could provide an important alternative access
line to homes in the future.
Fixed-Wireless Access: LT provides narrowband wireless local
loop telephone access. It offers services over the former mobile
operator Comliet’s analogue network and on Omnitel’s GSM
network, through a special agreement with the operator.
Wireless local loop telephone service is under LT’s monopoly.
With regard to broadband fixed wireless access, there is no
licensed BFWA operator, though some companies may be using
2.4 GHz spectrum to provide services. The regulator claims that
there may be a tender for 10.5 GHz and 26 GHz broadband
BFWA licenses in the near future.
Mobile Cellular Access: The only networks in Lithuania that
exist as an alternative to the incumbent’s are mobile. Wireless is
available to close to 100% of the population. Omnitel and Bite
GSM have existed longer and now reach almost the entire
country, while the newer entrant, Tele2, is busy expanding its
networks to match the competition.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Lithuania will be
Euro 199 million. Foreign investors are present in each of the
mobile operators. The foreign investors’ share of the market is
94%, with the most prominent investors originating in Sweden,
Finland, USA and Denmark.
Table 16-2 shows mobile operators, while Figures 16-1 to 16-3
show operator market shares.
Table 16-2
Mobile Operators in Lithuania
Operator

Standard

Omnitel GSM

GSM900/1800

96

Both

Tele2

GSM900/1800

N/a

Consumer

GSM900

97

Both

Bite GSM

Population
Coverage (%)

Target Markets
(business/consumer)

Source: IDC, 2001
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Figure 16-1
Lithuania: Mobile Operator Market Shares by Subscriber

11%

Omnitel
Bite

30%

Tele2

59%

Source: IDC, 2001

Figure 16-2
Lithuania: Mobile Operator Market Shares by Minutes of Use

8%

Omnitel

28%

Bite
Tele2
64%

Source: IDC, 2001
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Figure 16-3
Lithuania: Mobile Operator Market Shares by Revenue

7%

27%

Omnitel
Bite
Tele2
66%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Lietuvos Telekomas
Ownership: Lietuvos Telekomas is the incumbent telephone
service provider in Lithuania, which began as a state enterprise
in 1992. Sweden’s Telia AB and Finland’s Sonera purchased 60%
of the company in 1998, and the remaining shares are under
government control (10%) and publicly traded (30%).
Services: LT offers its customers a broad selection of services,
including fixed-telephony and data communication services,
Internet-related services, and wholesale services to other
telecommunications operators. In addition, LT also sells
equipment and has ownership in other companies: 100% share
in UAB Lietuvos Telecomm verso sprendimai, a business
solutions provider, UAB Lintel, providing call center services and
property management, and Lietuvos Telecomm Sporto Klubas, a
sports club.
LT used to offer mobile telephone services through UAB Comliet,
of which it owns 100% of the shares. However, it now uses
Comliet’s NMT 450 network to provide customers fixed wireless
telephony services. The company also offers voice over IP (VoIP)
via its Voicecom subsidiary, in which LT owns 60%.
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LT established a separate Internet Department in July 2000, and
launched a series of new products as well as a portal. In August
2001, LT Purchased 30% of the shares in Verslo Portales, a B2B
portal and e-marketplace.
LT introduced a new Internet flat rate service in the first half of
2001, which by March 1 had 5,185 customers. In July 2001, LT
launched DSL services, announcing that it expects to gain a few
thousand customers by the end of 2001. It is expecting to double
its Internet revenues by the end of 2001.
Alliances and Partnerships: LT has forged partnerships with
many other operators providing services in Lithuania. The
company co-operates with Omnitel to provide narrowband WLL
to mostly rural and remote areas of Lithuania. LT and Internet
providers Delfi and Bite GSM have an agreement, which allows
the ISPs to use LT lines for dial-up access at one fixed rate afterhours. Bite GSM and LT also have a plan that provides Bite GSM
customers one number, nationally, to use when accessing the
Internet via dial-up.
Together with Nexcom Telecommunications LLC, LT formed in
January 2001 a company called Voicecom. Voicecom’s main
objective is to offer VoIP.
International Strategy: LT has no discernible international
strategy, besides efforts to work with foreign partners like
Nexcom Telecommunications LLC.
Strengths and Weaknesses: LT is in a good position in Lithuania
because of its control of all fixed access lines. Being the sole
basic telephony provider puts the company at an additional
advantage. Even in VoIP, which is often an opportunity for
competitors in countries where basic telephony is monopolized,
LT has a strong stake through Voicecom. LT is essentially
present in all basic telecommunications services in Lithuania.
However, there are new channels of competition that could open
up against LT, for example CATV and broadband access. For now,
LT has an agreement with Omnitel regarding wireless local loop
services.
Further, because the telecoms market has not been liberalized,
there is a price roof in place that subjects the company to
influence by government policy-makers. As LT attempts to
rebalance tariffs in preparation for competition, it may face
counter-pressure from the regulator against raising local
telephone prices.
Difficulties might arise for LT when, in 2003, the company is no
longer allowed to maintain its monopoly. It is certain to face
challenges particularly in the more lucrative international
telephony market.
Mobile Operators
Omnitel
Ownership: Omnitel’s ownership structure is as follows: 55%
Amber Teleholding AB, 35% Motorola Inc., and 10% private
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persons. Amber Teleholding is a consortium between Telia AB of
Sweden and Sonera OY of Finland.
Services: The company launched GPRS services in mid-2001. In
addition to the mobile network, Omnitel provides Internet
services and other data transfer services. Omnitel holds
approximately 4% of the total Lithuanian Internet market.
Strengths and Weaknesses: Omnitel is the leading mobile
operator in Lithuania. Its nearest competitor is Bite GSM, which
has substantially fewer subscribers than Omnitel. Despite
Omnitel’s dominance, it is facing increasing competition, as a
third operator is quickly building out a nationwide network and
taking market share.
The ownership behind Omnitel has clearly helped it to forge
important connections. Motorola, as one of its owners, is
working to upgrade the network to GPRS. Further, as both LT
and Omnitel are partially owned by Amber Teleholding it is not
surprising that the two have entered into agreement to provide
narrowband WLL.
One of Omnitel’s advantages lies in its preparations to launch
GPRS by June 2001. By the end of the year, it is to be available
nationwide. The development of a GPRS network will enable the
operator to develop new Internet and data services. The expertise
of the foreign investors will be useful in this process, as the
operator looks ahead to a new range of services and future
network upgrades.
Bite GSM
Ownership: The Danish incumbent TDC, owns 100% of Bite
GSM.
Services: Bite GSM offers wireless telephony and Internet
services. In addition to mobile services, Bite offers Internet
access under the name Banga Internet.
Bite focuses its marketing strategy on catered services. These
include programs such as a “friends and family” discount, which
makes calling to designated numbers more affordable. There are
loyalty programs that allow customers to gather points. Via
SMS, Bite operates services targeted towards younger users,
such as horoscopes and dating. The operator is planning to
launch SMS business services (including exchange rates, news
headlines, etc.) in the near future. SMS is proving very profitable
in Lithuania and the number of messages sent keeps increasing.
WAP has been available through Bite since September 1, 2001.
According to the company, it will have 600 WAP-users by the end
of 2001. Plans are to launch GPRS in the beginning of October
2001, with initial services directed towards business clients. As
with Bite’s current network and base stations, Ericsson will
install the GPRS network.
Under the name Banga Internet, Bite provides both pre- and
post-paid options. They were launched in July 2000. Its services
are strengthened by the direct relation to TDC, because of its
network’s foreign connection.
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Conclusively, Bite operates some data services at this time.
Over an Ericsson network it is connecting 200-230 companies
in Lithuania, including pharmacies and transport companies.
Strengths and Weaknesses: Bite is currently the second player
on the market with about one third of the subscribers. Despite
several years in the market, the company has failed to more
effectively challenge Omnitel’s lead. This fact may be partly
explained by the company’s low ratio of pre-paid users which
account for 40% of its users.
Having a majority of customers on post-paid contracts can be an
advantage to the company, as post-paid customers tend to
generate higher average revenues. Additionally, the low rate of
pre-paid use suggests that the company has not yet fully pursued
that marketing tactic, indicating that there is still substantial
room for growth in the mobile market. Nonetheless, Bite will
likely need to pursue pre-paid services more aggressively to
remain competitive.
In 2001, a third operator Tele2 entered the Lithuanian mobile
market. Tele2 will eventually become a serious competitor to
Bite, however Bite estimates that it will take a full year before
this happens. With Tele2 focused more on private users, Bite is
not as concerned that it will pose an immediate threat to its
business clientele.
UAB Tele2
Ownership: UAB Tele2 is the third GSM operator in Lithuania.
The company is owned by the Swedish company Tele2 AB,
formerly known as NetCom AB.
Services: Tele2 provides mobile services in Lithuania on a dualband GSM network. The company launched services in limited
areas on a GSM 1800 network in 1998, and it received 900 MHz
frequencies in January 2001. Already its network is accessible to
55% of the population, but its plans are for it to be available to
80% of the population by 2001.
Strengths and Weaknesses: Tele2 is part of a the international
telecoms operator AB Tele2, which is a challenger in telecoms
markets in several European countries. C-gate is a subsidiary of
Tele2 that provides Internet and cable TV service. At this time,
the service is only available in Vilnius, however Tele2 is laying
cables and has plans to increase the reach of the network.
Alliances and Partnerships: In March 2001, Tele2 signed an
agreement with Lietuvos Pastas (Lithuanian Post) to use their
trade network, improving its access to the market.
Strengths and Weaknesses: Tele2 boasts the most affordable
calling plans in Lithuania. Further, with SMS service being a
very popular aspect of mobile telephony, Tele2 promised in
February 2001 that it would maintain the lowest SMS service
rates in Lithuania until it increases its market share
substantially.
However, Tele2 is at a disadvantage for being such a late entrant
onto the market. At this time, although it has not released any
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figures, speculations suggest that it holds no more 4% of the
market. Tele2 explains that it is now focusing on making its
network capable of dualband operations, broadening the network
coverage and introducing new service in order to attract clients.

Internet Market Overview
As Lietuvos Telekomas has a monopoly over telecommunications
services via fixed public telephone networks until December 31,
2002. Until then, most ISPs will be dependent on the
incumbent’s infrastructure. Still, some ISPs are using wireless
technology to bypass Lietuvos Telekomas’ network Additionally,
mobile operators are using their networks to provide Internet
access services for end-users. Aside from operating the country’s
main backbone network, Lietuvos Telekomas also provides
Internet access services to end-users under the Takas brand
name. Other leading ISPs in Lithuania include Omnitel, Delfi
and Penki Kontinentai.
IDC estimates that Lithuania will have 85,762 Internet
connections by 2001.
ISP Profiles
Lietuvos Telekomas
Lietuvos Telekomas provides Internet access services under the
Takas brand name. The company provides nationwide dial-up
Internet access, including subscription free dial-up, in addition
to ISDN, DSL, Web hosting, and server collocation services.
Lietuvos Telekomas also hosts the Web portal Takas. The
company is strong in both the residential dial-up and dedicated
access markets.
Omnitel
In addition to being one of Lithuania's mobile providers,
Omnitel also offer Internet access services. Services are offered
based on a combination of its wireless network and the network
of Lietuvos Telekomas. The company provides nationwide dial-up
Internet service through more than 160 access nodes located
around the country. In addition to dial-up services, Omnitel
provides BFWA and leased line services. Omnitel also hosts
several Internet portals for the local market.
Penki Kontinentai 5 kontinentai
Penki Kontinentai (5ci) has been in operation since 1992. It is
under private ownership. In addition to providing dial-up
services, it offers leased line service and broadband access. The
service goes to both business (customers include banks and
embassies) and residential users and covers the capital and all
major Lithuanian cities.
Penki Kontinetai consists of several different divisions, offering
Internet access services, eCommerce solutions, Web design, data
communications and a conference center. The company’s
Internet access division offers dial-up services, leased lines, and

A IDC

- 283 -

HT04B

fixed wireless access. The company is targetting both business
and residential users in Vilnius. Penki Kontinentai’s Skynet
division operates an optical network in Vilnius, with which it
offers data communications services. Skynet has already
completed one network in Scheschkine, a neighborhood in
Vilnius. It is now expanding to other regions.
Delfi Internet
Delfi Internet belongs to the data communications and Internet
services division of Microlink, an Estonian-based company, and
operates the Delfi consumer portals in Estonia, Latvia and
Lithuania. Delfi Internet claims to have 10% of the Lithuanian
Internet access market. The provider is focused mainly on
providing Internet access and data communications services for
business clients, although it offers basic access services for
residential users as well.
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Chapter 17
Luxembourg
Overview
Regulatory developments
Luxembourg liberalized its telecoms market in 1998.
Licenses: As of August 2001, the Luxembourg Regulator, the
Institut Luxembourgeois de Régulation (ILR), listed the
following licensed operators as providing services in the country:
•

12 for use of a telecoms network with telephony service

•

12 for use of a telecoms network without telephony service

•

4 for telephony service without a network

•

2 for mobile cellular

•

8 for BFWA, 4 in the 3.4-3.6 Ghz spectrum and 4 in the 24.526.5 Ghz spectrum.

There is some overlap in the above categories, so that some
operators authorized to provide fixed telephony also hold a
BFWA license, such as Tele2 and Cegecom
Disputes: In July 1999, alternative operator Coditel lodged a
complaint with the European Commission, stating Luxembourg
was delaying market entry for alternative operators by not giving
them authorization to build their own networks. The EC
announced in March 2001 that it would take Luxembourg to the
European Court of Justice for failing to comply with EU law on
rights-of-way for new entrants.
LLU: Following the European Commission ruling on LLU
published in December 2000, the ILR modified its 1997 telecoms
law to to ensure non-discrimination in providing local loop
access and published a price list for unbundling charges in June
2001.
CPS: Carrier preselection began in June 2000. As of July 1 2001,
two types of CPS are available: one for international traffic and
one for national traffic. Emergency numbers are excluded from
CPS.
NP: Fixed NP began in July 2000 for both geographic and nongeographic numbers, but not for mobile numbers. The ILR sees
no current need for mobile NP with just two operators, but this
may change if a third operator enters the market.
State of Competition in Telecoms Services
Fixed Telephony: The incumbent still owns virtually all
telephony lines in Luxembourg, but with the availability of CPS
and LLU, there are now more opportunities for alternative
operators. The Luxembourg regulator does not make data
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available on telephony competition, so it is not possible to
estimate market shares with accuracy.
Leased Lines/Managed Data Services: The data market is very
competitive in Luxembourg. In addition to the incumbent, there
are two strong domestic players as well as local operations of
global carriers.
Mobile: There are only two mobile providers, and the incumbentowned operator has the majority market share of 52%.
CATV: The incumbent does not offer CATV services in
Luxembourg, but there are numerous other providers. However,
there is no information on the CATV market in Luxembourg.
Internet: The EPT owns the infrastructure used for Internet
access and also has the majority market share in connection
terms. The EPT has both its own Internet service, called P&T
Internet, and also owns part of a separate ISP called Visual
Online – both providers target both the business and residential
sectors. The other two main ISPs in Luxembourg are EUNet, a
division of KPN Belgium, and Happycom, which concentrates
solely on the Luxembourg market.
Broadband: EPT currently offers the only DSL service in
Luxembourg. (IDC has not been able to obtain statistics from
cable and BFWA operators).
Ease of entry into telecoms market sectors
Fixed Telephony: Entering the fixed-telephony market is now
straightforward in Luxembourg. CPS and NP are now available
in Luxembourg, and applying for a fixed telephony license is not
difficult since it does not require new entrants to invest in
building networks.
Leased Lines/Managed Data Services: The Luxembourg data
market has been liberalized prior to 1998 and is now very
competitive, with global and domestic carriers offering a wide
variety of services.
Mobile: There are only two mobile operators in Luxembourg, and
no further GSM license awards are scheduled. There are no
MVNOs in Luxembourg.
CATV: The lack of information on this market suggests that it is
a difficult one to enter.
Internet: Entering the Internet market is straightforward – it
does not require a license, just a general authorization.
Broadband: LLU will make it easier for some alternative
providers to offer DSL. BFWA involves using spectrum, a scarce
resource, and BFWA licenses have already been awarded in
Luxembourg. Given the small size of the country, the only way to
offer BFWA services would be to acquire an existing provider
looking to exit the market, as Cegecom did with Firstmark (see
Cegecom profile below).

HT04B

- 286 -

A IDC

Table 17-1
Telecommunications Market Indicators: Luxembourg
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

103%

114%

11%

Household penetration (%)

221%

240%

19%

% of total subs that are consumer

70%

69%

-1%

% of total subs that are business

30%

31%

1%

Total PSTN/ISDN revenues (Meuro)

567

589

4%

41%

78%

37%

Total Internet connections (000)

50.0

70.2

41%

% of connections that are consumer

80%

80%

0%

% of connections that are business

20%

20%

0%

Total connections (000)

121

126

4%

Total homes passed (000)

137

137

0%

Total connections (000)

N/a

N/a

DSL connections

N/a

N/a

Cable modem connections

N/a

N/a

BFWA connections

N/a

N/a

Fiber connections

N/a

N/a

Total connections (000)

3.4

3.5

2%

Total analogue connections

0.8

0.7

-19%

Total digital connections, of which:

2.6

2.8

8%

Up to and including 64K

1.8

1.9

6%

>64K, <2M

0.4

0.5

13%

PSTN/ISDN

Mobile
Population penetration (%)
Total mobile revenues (Meuro)
Internet Access

CATV

Broadband

Retail Leased Lines

2M

0.4

0.4

13%

>2M

0.003

0.004

13%

Source: IDC, 2001

Public Fixed Telephony Market Overview
In 2001, IDC forecasts the telephony market in Luxembourg will
be Euro 598 million. Foreign investors from Belgium and the
Netherlands make up approximately 30% of the total.
Fixed-line market shares are not provided for Luxembourg due
to a lack of reported information by the regulator.
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Table 17-2
Fixed-Telephony Operators in Luxembourg
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

EPT

National

Local, ILD*

Both

Cegecom

National

Local, ILD

Business

Codenet

National

Local, ILD

Business

Tele2

National

Local, ILD

Consumer

KPN Luxembourg

National

Local, ILD

Mainly business

Operator

Source: IDC, 2001
* There is no national long-distance in Luxembourg – all domestic calls are local
calls.

Overview of telecoms access infrastructure
Fixed Access: EPT owns virtually all PSTN/ISDN lines in
Luxembourg. It is possible that alternative operators may own
some direct fiber, but overall they rely on EPT for last-mile
access.
CATV Access: CATV coverage is extensive in Luxembourg, with
all homes passed by one and sometimes even two operators.
Fixed-Wireless Access: Given Luxembourg’s small size, it is not
difficult to provide BFWA coverage in the country. BFWA access
is available in 80% of Luxembourg city and 50% of the rest of the
country by at least one operator (Cegecom, see profile below).
Mobile Cellular Access: There are two mobile operators in
Luxembourg and both cover over 95% of the population.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Luxembourg will be
Euro 200 million. Foreign investors from Sweden account for
50% of the market.
Table 17-2 shows mobile operators, while Figures 17-1 to 17-3
show operator market shares.
Table 17-2
Mobile Operators in Luxembourg
Operator

Geo. Coverage

Pop. Coverage

Target markets

LUXGSM

National

98%

Both

Tango GSM

National

98%

Both

Source: IDC, 2001
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Figure 17-1
Luxembourg: Mobile Operator Market Shares by Subscriber

48%
52%

Tango
LUXGSM

Source: IDC, 2001

Figure 17-2
Luxembourg: Mobile Operator Market Shares by Minutes of Use

43%
Tango
LUXGSM
57%

Source: IDC, 2001
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Figure 17-3
Luxembourg: Mobile Operator Market Shares by Revenues

44%
Tango
LUXGSM
56%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
P&T Luxembourg
Ownership: P&T Luxembourg is the incumbent operator in
Luxembourg and is 100% owned by the state.
Services: P&T offers fixed telephony, Internet access, ISDN,
leased lines, and managed data services. It also owns the main
mobile operator in Luxembourg, LUXGSM.
International Strategy: P&T is a domestically-focussed operator
and has made no announcements regarding international
expansion.
Strengths and Weaknesses: P&T has managed to maintain neartotal control on the Luxembourg market due to the influence of
its only shareholder, the state government. As a member of the
EU, however, P&T will need to be more compliant with EU
telecoms regulations which it has already agreed to.
Cegecom
Cegecom was founded in 1993 and holds a license to provide
telecoms network services with telephony, over fixed and BFWA.
The operator acquired its BFWA license through acquiring
Firstmark Luxembourg, which originally bid for the license. Its
BFWA network now covers most of Luxembourg city and half of
the rest of the country.
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Ownership: Cegecom is wholly-owned subsidiary of Luxembourg
energy distributor Cegedel.
Services: Cegecom provides voice, leased lines, Internet access,
Web-hosting, and IPVPN services to business end-users as well as
other carriers. Cegecom also announced in early 2001 that it
would be involved in developing powerline technology for
broadband access, but does not yet offer this service
commercially.
Alliances and Partnerships: In October 1999, Cegecom formed a
cooperation agreement with Broadcasting Center Europe (BCE),
whereby both providers could use each other’s networks to
round out their respective service coverage. Cegecom’s fiber
optic network is thus supplemented by BCE’s satellite links.
In February 2000, Cegecom signed an agreement with KPN
Luxembourg, another alternative operator in the country. The
partnership includes interconnecting Cegecom with KPN’s
international network.
International Strategy: Cegecom is a domestic provider and has
not announced any plans to expand internationally. It does
operate one PoP in Trier, Germany.
Strengths and Weaknesses: Cegecom has a strong parent in
Cegedel, which gives it ease in rights-of-way and dealing with
government bodies. The operator has also benefited from the
current market downturn in its acquisition of Firstmark, after
Firstmark had made the largest network investments. In
addition, Cegecom has found methods through partnerships to
address some of its weaknesses, such as a lack of international
connectivity and coverage in some areas of the country.
Cegecom’s main weakness is that the EPT still controls nearly all
local access lines, and thus telephony customers.
Codenet
Codenet is a Belgium-based operator that also holds a license for
Luxembourg. Its Luxembourg operations are managed from
Belgium.
Codenet has offered data services in the Benelux region since
1993 and now holds a license to provide telephony service as
well. Codenet’s target customers are government bodies and
businesses in Belgium and Luxembourg.
Ownership: Codenet is owned by the Tractabel Group, a Belgium
conglomerate with holdings in the energy, engineering, and
services sectors. Tractabel in turn has been acquired by French
conglomerate Suez, which will be directly responsible for
Codenet.
Services: Codenet targets the business end-users and wholesale
sectors. Services for businesses include voice, data, and Internet
services, including SNA, X.25, frame relay, and ATM. Codenet
also provides capacity, dark fiber, and housing services to other
carriers.
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International Strategy: Codenet is now a subsidiary of Suez and
as such does not have an international strategy of its own, since
it is part of the international plans of Suez.
Strengths and Weaknesses:
Codenet has several years of operating experience behind it and
ties to many powerful Luxembourg companies through
Tractabel’s customer base.
However, Luxembourg is a small market and Codenet will have
to compete with the incumbent as well as Cegecom and global
carriers (Worldcom, Equant, and Colt all have licenses for
Luxembourg) for corporate business. Suez’s communications
strategy is very France-centric: it is based on offering broadband
access and applications in partnership with French CATV
operator Noos and BFWA operator Firstmark France. Codenet, as
a domestic provider in a small country, may find itself a lower
priority for investment within the Suez communications group.
KPN Luxembourg
Ownership: KPN Luxembourg is owned by KPN, the Dutch
incumbent operator. It is managed via KPN’s subsidiary KPN
Belgium.
Services: KPN Luxembourg offers the same array of services as
does KPN Belgium (see Belgium chapter).
International Strategy: KPN Luxembourg is part of KPN’s
international strategy to serve businesses in all the Benelux
countries.
Strengths and Weaknesses: KPN Luxembourg can benefit from
KPN’s international links and existing customer base within the
Benelux region. However, the carrier may be at a disadvantage
among French-speaking Luxembourgers, as it is part of the
Dutch incumbent rather than an international operator, and
therefore more foreign than EPT and other local providers like
Cegecom and Codenet.
Mobile Operators
LUXGSM
Ownership: LUXGSM is 100%-owned by P&T Luxembourg.
Services: LUXGSM loffers voice and GPRS services.
Strengths and Weaknesses: LUXGSM is the leading mobile
operator in Luxembourg due to its early entry into the market.
However, the presence of a second operator has increased
competitive pressure on LUXGSM, in both pricing and service
offerings.
Tango
Ownership: Tango is 100%-owned by Swedish operator Tele2.
Services: Tango offers voice and launched GPRS services in
March 2001.
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Strengths and Weaknesses: Luxembourg is a small country, and
the penetration rate was already high when Tango entered the
market.

Internet Market Overview
The Internet market in the Great Duchy of Luxembourg is
dominated by the incumbent Entreprise de Postes et
Télécommunications (EPT). This domination exists in terms of
infrastructure as well as in terms of subscribers.
As far as tariffs are concerned, EPT introduced in October 2000
its Flat Rate Week End offer, but remains to date the only
operator doing so. For instance Visual Online would only offer an
unmetred offer for one month as part of a subscription package.
ISP Profiles
Entreprise de Postes et Télécommunications (EPT)
In 1995, the incumbent operator EPT started its first Internet
provision activity with P&T Internet. The company offers
Internet services to residential as well as professional customers.
Although its target market has been the consumer market, EPT
has created offers particularly for the SMEs and SOHOs. P&T
Internet’s Internet offers are the package Cube Internet.
For home Internet access, the company offers the “ClassicCube”,
which provides the user with e-mails addresses, webspace,
technical support and installation kit. EPT has also launched
“DigiSurf”, which combines an ISDN line with a limited amount
of subscription-free Internet communication. EPT included a flat
rate offer in its Internet product, limited to weekend Internet
usage. The company is now developing its DSL equipment to
expand its Internet access market.
In May 2001, EPT announced its result and counted 24,500
Internet subscribers.
EUNet
EUNet was created in 1982 as European Unix Network and is
acquired by Qwest in March 1998. The company is now part of
KPN Belgium. EUNet is KPN Belgium’s network business
solution arm. The company provides Internet, Intranet and
Extranet solutions as well as leased lines. As part of KPN Qwest,
the company uses its own network.
Visual Online
Visual Online is partly owned by EPT. The ISP targets the
residential and professional markets and offers dial up, ISDN,
ADSL connections as well as other more value-added services
such as housing, hosting and web design. These services are
offered through the company’s portal. Visual Online is active
only in Luxembourg and does not have any plan to expand
geographically.
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HappyCom
HappyCom is a private company created in 1998. Its activity is to
provide telephone and Internet services to residential and
professional markets. The offers range from dial up to ISDN and
leased line. HappyCom also provides consulting services.
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Chapter 18
Malta
Overview
Regulatory developments

Licenses: With an average population of 379,000 (the population
reaches nearly 1.2 million during peak tourist season), Malta is
home to only a few telecoms providers which are nearly all
connected to the incumbent, Maltacom. Maltacom has a
monopoly in fixed-line telephony and data services until January
2003, and was the monopoly CATV provider until June 2001
when that market opened to competition. Maltacom’s subsidiary
Melitacable provides CATV services, and is 50% owned by panEuropean operator UPC.
Until 2000, only one GSM operator existed in Malta, Vodafone
Malta. During 2000, a second mobile operator called Mobisle
received a mobile license and began operating in December that
year.
The regulatory body in Malta is the Ministry of Transport and
Communications. While the most recent version of the Telecom
Law specified the terms for creating an independent regulatory
body, this body has not yet become a reality.

LLU, CPS, NP: No regulations have been formulated regarding
local loop unbundling, carrier preselection, and number
portability.
State of competition in telecoms services
Fixed Telephony: There is no competition in fixed telephony
since Maltacom has a monopoly until 2003.
Leased Lines/Managed Data Services: There is no competition
in leased lines or data services since Maltacom has a monopoly
until 2003.
Mobile: Although Malta is now considered to have a duopoly in
cellular services, Maltacom in fact owns shares in both mobile
operators. The new operator is a wholly owned subsidiary of
Maltacom, while Maltacom holds 20% of Vodafone. Neither the
regulator nor the judiciary of Malta have pointed out or taken
action against this contradiction, which suggests that Maltacom
wields substantial political influence.
CATV: Maltacom is the only provider of CATV in Malta through
its subsidiary Melita Cable. The market opened to competition in
June 2001, but 23% of the population already subscribes to the
service, and a new operator is unlikely to build a new network is
unlikely given the high capex required.
Internet: In the area of Internet access provision, independent
ISPs have been far from satisfied with the government’s policies,
protesting that they favor the incumbent-owned ISP Video
Online. In late 2000, a group of these ISPs, led by Waldonet,
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protested that Melita Cable should be declared dominant and
therefore not be allowed to refuse competing ISPs to provide
services over its infrastructure.
Broadband: There is almost no competition in broadband
services: Maltacom subsidiaries are the main providers of both
cable modem and DSL service, and there is no BFWA in the
country.
Ease of entry into telecoms market sectors
Fixed Telephony: Not applicable as the market is not yet
liberalized.
Leased Lines/Managed Data Services: Not applicable as the
market is not yet liberalized.
Mobile: The Malta government has not announced plans to
award any further mobile licenses in the near future, so entry
into the mobile market is not possible at the moment.
CATV: Due to the small size of Malta’s population, its already
high number of homes passed, and its difficult terrain, there is
not really room in the country for several operators, which is
Maltacom.
Internet: The Internet market is the easiest to enter in Malta, but
ISPs report difficulty with getting fair terms of access from the
incumbent due to its monopoly on capacity.
Broadband: Some alternative ISPs claim to offer DSL, which
suggests that Maltacom does offer wholesale DSL. However, only
Maltacom’s CATV subsidiary offers cable modem service, and
entering the CATV market will mean setting up networks from
scratch.
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Table 18-1
Telecommunications Market Indicators: Malta
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

53%

53%

0%

Household penetration (%)

101%

101%

0%

% of total subs that are consumer

60%

60%

0%

% of total subs that are business

40%

40%

0%

45

43

2%

24%

44%

20%

15

27

77%

11

17

55%

% of connections that are consumer

67%

67%

0%

% of connections that are business

33%

33%

0%

Total connections (000)

82

86

6%

Total homes passed (000)

177

181

2%

Total connections (000)

1

6.9

590%

DSL connections

0

2

N/a

Cable modem connections

1

4.9

390%

BFWA connections

0

0

0%

Fiber connections

0

0

0%

Total connections (000)

N/a

N/a

N/a

Total analogue connections

N/a

N/a

N/a

Total digital connections, of which:

N/a

N/a

N/a

Up to and including 64K

N/a

N/a

N/a

>64K, <2M

N/a

N/a

N/a

2M

N/a

N/a

N/a

>2M

N/a

N/a

N/a

PSTN/ISDN

Total PSTN/ISDN revenues (Meuro)
Mobile
Population penetration (%)
Total mobile revenues (Meuro)
Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public fixed voice telephony market overview
As fixed-line telephony in Malta will not be liberalized until
January 2003, Maltacom still has a monopoly fixed-voice
services. As of the end of 2001, the total estimated market size
will be 78 million Euros.
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Overview of telecommunications access infrastructure
Fixed Access: Maltacom owns all fixed access lines in Malta.
CATV Access: Maltacom’s CATV subsidiary owns all CATV
infrastructure in Malta.
Fixed-Wireless Access: None at present
Mobile Cellular Access: While GSM 900 service from Vodafone is
available to 98% of the population, GSM 1800 availability is still
limited as network rollout only began in late 2000.

Mobile market overview
IDC estimates the Malta mobile market will reach 27 million
Euros by 2001. Vodafone from the UK accounts for 80% of the
market.
Table 18-2 shows mobile operators in Malta, while figures 18-1 to
18-3 show mobile operator market shares.

Table 18-2
Mobile Operators in Malta
Operator

Standard

Population Coverage
(%)

Target markets
(business/consumer)

Vodafone Malta

GSM 900

98%

Business, consumer

Mobisle

GSM 1800

N/a

Business, consumer

Source: IDC, 2001
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Figure 18-1
Malta: Mobile Operator Market Share by Subscriber

31%

Vodafone Malta
Mobisle

69%

Source: IDC, 2001

Figure 18-2
Malta: Mobile Operator Market Share by Minutes of Use

25%

Vodafone Malta
Mobisle

75%

Source: IDC, 2001
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Figure 18-3
Malta: Mobile Operator Market Share by Revenues

28%
Vodafone Malta
Mobisle
72%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Maltacom
Ownership: Maltacom is Malta’s monopoly PTO. It is 60% owned
by the Malta government, while 40% of shares are publicly
traded. However, IDC was unable at the time of this writing to
obtain Maltacom’s market capitalization.
Services: Maltacom offers PSTN, ISDN, national and
international leased lines, X.25, and frame relay services. The
operator is currently conducting pilot studies of ADSL services
as well. Through its subsidiaries Mobisle, Terranet, and
Melitacable, Maltacom offers GSM, Internet, and CATV services
respectively. Maltacom also owns 20% of GSM operator Vodafone
Malta.
Maltacom connects to Telecom Italia’s SEABONE Internet
backbone for Internet access.
The country’s only CATV operator is Melita Cable, which is 50%
owned by Maltacom and 50% by pan-European operator UPC.
Mobile Operators
Vodafone Malta
Vodafone Malta, which received a GSM license in 1997, is 80%
owned by Vodafone of the UK and 20% by Maltacom. It offers
GSM-900 voice and text-messaging services nationwide, and
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launched GPRS in August 2001
apporximately 100,000 subscribers.

Vodafone

Malta

has

Mobisle
Mobisle is a subsidiary of Maltacom. The new GSM-1800
operator received its license in September 2000 and began
offering commercial services in December of that year. Within
one month of launching services, Mobisle had gained 20,000
subscribers, and counted 50,000 by July 2001.

Internet market overview
There are approximately 15 commercial and 2 non-profit ISPSs
operating in Malta, but the incumbent operator has a strong
hold on the Internet access market through its ownership of
fixed-line infrastructure. Two different ISPs, Terranet and Video
Online, dominate the market and are both owned by Maltacom.
Subscription-free access and broadband over CATV and via DSL
are available in Malta.
IDC estimate there will be 17,000 Internet connections in Malta
by the end of 2001.
ISP Profiles
Terranet
The main ISP in Malta is Terranet, a subsidiary of Maltacom,
which has been offering Internet access under the brand
Maltanet since 1995. It serves both consumers and businesses;
businesses are served through Terranet’s e-shore division.
Terranet began offering ADSL access in early 2001 at speeds up
to 1Mbps downstream.
Melitacable/Video On Line
Melita Cable, the country’s sole CATV operator which is owned
by Maltacom, owns an ISP called Video On Line. Along with
sister company Terranet, these companies dominate the Malta
Internet access market, as their parent company is the sole
owner of network infrastructure in the country.
Video On Line targets both the business and consumer market
with a wide variety of services. In addition to Internet access,
which includes cable modem and DSL services, the ISP offers
Web hosting, e-commerce services, and co-location services.
Waldonet
Waldonet, which targets the consumer market, has been a vocal
critic of government Internet policy, and has lead a movement of
independent ISPs in protest of policies that favor the incumbent
(see regulatory overview above). Waldonet was also the first ISP
in Malta to offer subscription-free Internet access. The operator
offers regular dial-up access as well as DSL access and Webhosting.
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Chapter 19
Netherlands
Overview
Regulatory Developments

Licenses: Since liberalization in the Netherlands in July 1997,
the Dutch telecommunications services market has developed
quickly. During the last few years a large diversity of new
telecoms service suppliers have emerged, with many
international operators trying to capture a position in the
market in addition to many telecoms operators extending their
networks in the Netherlands.
By the end of 2000, there were 674 total license registrations for
all public telecoms services in the Netherlands. These operators
fell into the following categories (note that there is overlap
between categories since some providers offer more than one
service):
•

Public telecoms networks: 153

•

Public telecoms services: 300

•

Leased lines: 94

•

Broadcasting networks: 97

•

Other: 30

The Netherlands also has five licensed mobile operators.
At the end of February 2000, the Dutch government announced
it would delay the auction of frequencies for fixed-wireless
services, because of an appeal lodged by operator Telfort.
According to Telfort, it has a priority right to WLL frequencies as
the company already has a fixed telecoms infrastructure license.
Alternative operator Energis then started a similar procedure.
The licensing procedure was originally scheduled to start midMarch 2000, but requests for public input have dragged on into
2001. The tender was then rescheduled for mid-2001, and a “call
of interest” was published in June 2001.

LLU, CPS, NP: The Dutch telecoms regulator OPTA
(Onafhankelijke Post en Telecommunicatie Autoriteit)
inmplemented carrier preselection in 2000 and fixed and mobile
NP in 1999. Local loop unbundling was implemented in January
1999, and tariffs were initially set quite low to encourage
alternative operators to use the services. However, the tariffs will
gradually rise over a five-year period.
OPTA is now investigating the possibility of requiring UPC,
which it deems the dominant cable operator, to open its access
network to alternative operators in a similar fashion as KPN has
had to in telephony services. This “cable LLU” would be a
potentially crippling blow to UPC, as its business plan is based on
being the sole provider over its infrastructure. No final decision
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has been reached on this matter, which is also politically
sensitive.
Disputes: OPTA has played a proactive role in several important
regulatory issues during 2000. It handled a number of disputes
regarding carrier pre-selection, cable network accessibility to
competing ISP’s and local loop unbundling.

State of competition in telecoms services
Fixed Telephony: The telephony market in the Netherlands is
very competitive since CATV networks pass 95% of Dutch homes
and therefore offer an alternative infrastructure to that of KPN.
Not all of those networks, however, have been ungraded to
handle voice telephony. However, the incumbent is losing
market share in revenues to alternative providers using CPS to
access end users as well as to those CATV providers that are now
offering voice services.
Leased Lines/Managed Data Services: Due to its status as a
European “hub” and early liberalization, the Netherlands is a
very competitive data market. While KPN owns most leased
lines, it has strong competition from both domestic and
international operators. Key domestic competitors include BT
Ignite and Versatel, while international competitors include
Worldcom, Equant, Infonet and Colt.
Mobile: The mobile market in the Netherlands is extremely
competitive with its five mobile operators. While the incumbentowned operator has the largest market share of 45%, Libertel is
not far behind with 29%. The remaining shares are split between
Dutchtone, Ben, and Telfort.
In a space of a few months three new mobile operators launched
services as well as the introduction of MNP. The market is
competitive and users are spoilt for choice.
CATV: The Netherlands has one of the highest degrees of
coverage by CATV networks, with over 90% of households passed
by networks and over 70% subscribing. The three largest cable
operators are UPC, Essent, and Casema, but they do not compete
directly with each other since they operate within their own
regional franchises. Some CATV operators do, however, offer
telephony services.
Internet: Although the Netherlands is a key IP network hub in
Europe, the three ISPs linked to the incumbent collectively have
a 50% market share of total Internet connections. Consolidation
in the market is causing the number of ISPs to further decrease.
Broadband: The DSL market in the Netherlands was slow to take
off but now that KPN has offered a wholesale DSL service and
allowed for LLU it is expected to pick up speed. Currently KPN
has the majority share of DSL connections. However, due to high
CATV coverage in the Netherlands, DSL faces competition from
cable modem services, available from providers such as UPC and
Casema. As BFWA licenses have not yet been awarded, there is no
broadband competition in this technology.

HT04B

- 304 -

A IDC

Ease of entry into telecoms market sectors
Fixed Telephony: The fixed telephony market is not difficult to
enter as CPS and now LLU are in place and interconnection rates
are fair.
Leased Lines/Managed Data Services: This market open but is
very competitive in both domestic and international services for
SMEs as well as larger enterprises. New entrants will thus have a
hard time convincing customers to switch from their current
providers.
Mobile: All 3G licences were awarded and no further licenses are
expected to be awarded.
CATV: Entering this market would only be possible via
acquisition since nearly all areas of the countries are already
covered by CATV networks. Furthermore acquisitions would be
difficult as the most lucrative smaller operators have already
been acquired by UPC or France Telecom.
Internet: Entry into the Internet market is not difficult, but
penetration is already high at 50% of the population, so new
entrants will be able to establish themselves in the Netherlands
via acquisitions.
Broadband: With the launch of wholesale DSL and LLU, entering
the DSL market is simple in the Netherlands. Entering the cable
modem market, as with the CATV market, would be possible only
by acquisition. When the delayed auction for BFWA licenses is
held, it will be possible for new players to enter the Dutch
broadband market by bidding for these licenses.
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Table 19-1
Telecommunications Market Indicators: Netherlands
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

68%

73%

4%

Household penetration (%)

114%

120%

6%

% of total subs that are consumer

71%

70%

-1%

PSTN/ISDN

% of total subs that are business

29%

30%

1%

Total PSTN/ISDN revenues (Meuro)

6,818

7,012

3%

Population penetration (%)

66%

80%

21%

Total mobile revenues (Meuro)

3,486

4.445

28%

2,203

2,809

28

% of connections that are consumer

85

85

% of connections that are business

15

15

Total connections (000)

4,878

5,142

5%

Total homes passed (000)

5,836

6,300

8%

Total connections (000)

218

473

117

DSL connections

11

111

924

Cable modem connections

207

359

73

0

4

N/a

Total connections (000)

105

98

-7

Total analogue connections

67

57

-16

Total digital connections, of which:

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

BFWA connections
Retail Leased Lines

38

41

9

Up to and including 64K

29

31

8

>64K, <2M

5.3

6.1

14

2M

3.6

4.0

12

>2M

0.1

0.1

24

Source: IDC, 2001

Public Fixed-Voice Market Overview
IDC estimates that the Dutch fixed telephony market will be
worth 5.2 billion Euros in 2001. Foreign investors from the UK
make up 12% of those investments.
Table 19-2 shows fixed operators in the Netherlands, while
figures 19-1 to 19-3 show market shares.
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Table 19-2
Fixed-Telephony Operators in the Netherlands
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

KPN

National

Local, LD, ILD,
mobile

Both

Versatel

National

Local, LD, ILD,

Business

UPC

Regional

Local, LD, ILD

Consumer

Telfort/BT

National

Local, LD, ILD,
mobile

Both

Operator

Source: IDC, 2001

Figure 19-1
Netherlands: Fixed-Telephony Operator Market Shares by Direct
Subscribers

11%

KPN
Others

89%

Source: IDC, 2001
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Figure 19-2
Netherlands: Fixed-Telephony Operator Market Shares by Minutes of
Use (Direct and Indirect Subscribers)

22%

KPN
Others

78%

Source: IDC, 2001

Figure 19-3
Netherlands: Fixed-Telephony Operator Market Shares by Revenue
(Direct and Indirect Subscribers)

24%

KPN
Others

76%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: KPN owns most fixed telephony access lines, with
the exception of those operated by CATV operators.
CATV Access: The CATV operators do offer telephony access to
some customers, but a large portion of CATV networks has yet to
be upgraded to handle telephony traffic. UPC and Casema own
the most extensive infrastructure, and came to an agreement
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with Essent in early 2000 to carry each other’s traffic, thus
bypassing KPN and lowering interconnection costs.
Fixed-Wireless Access: There is no BFWA infrastructure in the
Netherlands to date as licenses have not yet been awarded.
Mobile Cellular Access: All five of the Netherlands’ mobile
operators own their own infrastructure and cover at least 98% of
the population.

Mobile market overview
KPN has managed to retain the largest market share in the
competitive Dutch mobile market. Nevertheless the aggressive
competition from Libertel as well as from the three newest
mobile operators, Dutchtone, Telfort and Ben, that entered the
Dutch market between the end of 1998 and half of 1999, has
decreased the portion of KPN market share in the Dutch market.
These companies, all backed by their international partners, are
aiming to take a considerable share of the market over the next
few years.
In July 2000, the Dutch government granted five 3G licenses
through an auction. The companies which have won a third
generation license are KPN Mobile, Libertel, Dutchtone, Telfort,
and 3G Blue.
KPN mobile was the first operator in Netherlands to offer GSM
services in 1994. Both KPN and Libertel offer GPRS services to
its customers, while the remaining operators are expected to
launch their services in the next few months.
IDC estimates that the Dutch mobile market will reach 4.4
billion Euros in 2001, with foreign investors from France,
Germany, Japan, Belgium, and Germany making up 48% of the
total market.
Table 19-3 shows mobile operators, while Figures 19-4 to 19-6
show operator market shares.
Table 19-3
Mobile Operators in the Netherlands
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

GSM900/1800

99

both

Libertel

GSM900

99

both

Telfort/BT

GSM1800

98

Consumer

Ben

GSM1800

98

Consumer

Dutchtone

GSM1800

99

both

KPN Mobile

Source: IDC, 2001
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Figure 19-4
Netherlands: Mobile Operator Market Shares by Subscriber

6%
11%
29%
Libertel
9%

KPN
Telfort
Dutchtone
Ben

45%

Source: IDC, 2001

Figure 19-5
Netherlands: Mobile Operator Market Shares by Minutes of Use

8%
12%

28%
Libertel
KPN

10%

Telfort
Dutchtone
Ben
42%

Source: IDC, 2001
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Figure 19-6
Netherlands: Mobile Operator Market Shares by Revenues

6%
10%
30%
Libertel

8%

KPN
Telfort
Dutchtone
Ben

46%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
KPN
Ownership: The Dutch government holds 43.2% plus a golden
share of KPN, while the remaining shares of the Dutch
incumbent operator are publicly traded. As of beginning October
2001, KPN’s market capitalization was 3.93 billion Euros.
Services: KPN has a majority share in the leased line, frame
relay and ATM markets, but faces competition in domestic
services from BT Ignite (formerly Telfort) and Energis (formerly
EnerTel) as well as from global and pan-European providers.
KPN provides data services through its corporate networks
business unit. This unit is also responsible for distributing
KPNQwest and Infonet services.
KPN is building its “Lambda” fiber network between 18 of the
Netherlands’ largest cities, with speeds of 40Gbps between all
locations. The Lambda network will connect with KPN/Qwest’s
pan-European network. KPN also began rolling out its Mxstream
DSL service in mid-2000, and had installed 85,000 lines by July
2001.
International Strategy: Throughout the 1990s KPN purchased
stakes in numerous fixed and mobile operators in Europe, but is
now undertaking sales of most of those stakes in order to reduce
its debt levels. It has recently sold its stakes in Pannon in
Hungary and is negotiating the sale of ownership in Czech
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Telecom and eircom. Though its international IP services joint
venture with US carrier Qwest, KPN/Qwest, has proven
successful, KPN is also attempting to get out of that relationship
as well.
Strengths and Weaknesses: Through its joint-ownership of
KPNQwest, KPN is able to take advantage of the rising demand
for cross-border IP services and compete with other
international carriers for the large corporate sector.
However, its main weakness is that of multi-billion Euro debts
and a recent collapse in its share price that may leave it open to
acquisition.
BT Ignite/Telfort
Ownership: Telfort began as a joint venture between BT and
Netherlands Railways, and is now entirely owned by BT. It is the
largest alternative operator in the Netherlands after KPN, and
has been rebranded as BT Ignite.
Services: The enterprise is based in Amsterdam . During the past
years, BT Ignite has grown into one of the two full-service
telecom providers in the Netherlands. The operator offers fixed,
mobile, and Internet services to private and business clients.
Throughout 2001, the bandwidth of the fixed network will also
be improved in order to be able to handle the increase in
Internet use. BT Ignite’s network has 40 PoPs and is connected
to BT’s pan-European network. The operator offers frame relay,
ATM, VPNs and leased lines nationally, and is the Concert
distributor in the Netherlands.
However, the mobile and fixed operations are to be split and will
in future operate under the BT Wireless and BT Ignite brands.
Versatel
Ownership: Founded in October 1995, Versatel Telecom is based
in Amsterdam, and is a facilities-based, local access broadband
network operator focused on Benelux and Germany. Versatel is a
publicly traded company on the Amsterdam Stock Exchanges
and NASDAQ.
Services: Versatel is currently in the process of building a high
bandwidth fiber optic network to provide business customers
with broadband voice, data and Internet services. Versatel’s main
activities are as a fiber-based Competitive Local Exchange Carrier
(CLEC).
International Strategy: Versatel holds full telecommunications
licenses in the Netherlands, Belgium and Germany and has over
50,000 business customers worldwide.
Strengths and Weaknesses: Versatel is in a business segment,
broadband, that IDC estimates will generate over 600 million
Euros in the Netherlands by 2005, and therefore offers large
revenue possibilities for new operators. However, Versatel is a
new operator financing its network construction through public
financing, which has decreased drastically over the last several

HT04B

- 312 -

A IDC

months. Versatel also had to cancel a DSL joint venture it held
with US DSL operator Northpoint, after Northpoint declared
bankruptcy.
UPC Nederland
Ownership: UPC is owned by the UPC group, which is publicly
traded. UPC is the largest cable operator in the Netherlands. Its
holdings are a collection of regional cable operators, which have
been acquired and merged over the last few years. As of October
1, 2001, the UPC Group’s market capitalization was 158.8
million Euros.
Services: UPC Nederland offers broadband Internet access
services to the consumer and business sectors as well as
telephony in some areas. Nearly all UPC Nederland’s cable
networks have been upgraded for two-way communications. As
of March 2001, UPC Nederland passed 2,467,400 homes, of which
2,288,200 were cable subscribers and 208,500 broadband
Internet subscribers.
Strengths and Weaknesses: UPC Nederland is a strong player in
the Dutch CATV market. However, it has been adversely affected
by its parent company’s recent financial difficulties. In January
2001, the operator reported that it would reduce its Dutch
workforce.
Mobile Operators
KPN Mobile
KPN Mobile is the largest mobile telecommunications provider
in the Netherlands and is a true front runner in innovative
mobile communications.
Ownership: Royal KPN 85% (NETHERLANDS), NTT DoCoMo
15% (JAPAN)
Services: The company develops advanced services and
applications, and helps to build 3G networks across Europe.
International and domestic alliances: KPN Mobile has a number
of holdings in foreign providers of telecommunications services.
The company has, for instance, participating interests in
Germany with mobile operator E-Plus (77.49). In Belgium, KPN
Orange is now wholly owned by KPN Mobile, although as decided
to keep the brand Orange.
Strengths and Weaknesses: KPN Mobile has maintained its
market lead despite competing against four mobile operators.
However, its parent is suffering financially and therefore may not
be able to free up resources.
Libertel-Vodafone
Libertel-Vodafone is the second largest provider of mobile
telecommunications services in the Netherlands. It was awarded
its GSM 900 license in March 1995.
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Ownership: Vodafone Group 70%
(NETHERLANDS) and 22.5% free float.

(UK),

ING

7.5%

Services: Libertel-Vodafone provides a wide range of mobile
telecommunications services including value added services and
products, such as voicemail, SMS, voice activated dialing and
data and fax transmission.
Strengths and Weaknesses: Libertel has successfully introduced
data services which are increasing the operator’s revenues, but
has not been able to challenge KPN’s leadership.
Dutchtone
Dutchtone, the third largest mobile operator in Netherlands
launched it GSM1800 network in January 1999.
Ownership: France Telecom 86% (FRANCE), Rabobank
Nederland NV 7% (NETHERLANDS), ABN Amro Holding 7%
(NETHERLANDS)
Services: Dutchtone services aim to reach both consumer and
business markets.
Strengths and Weaknesses: Dutchtone has successfully
established itself in a competitive market and is now behind
Libertel in terms of market share. However, it is largely
consumer focused and the majority of users are pre-paid.
Ben
The company, the smallest operator in Netherlands launched its
services in 1999.
Ownership: T-Mobil International 50% (GERMANY), Belgacom
35% (BELGIUM), TDC 15% (DENMARK)
Services: The company which currently offers GSM services to
both the consumer and the business markets, is already working
enhanced application such as GPRS and 3G.
Strengths and Weaknesses: Ben’s owners have leading mobile
operators in their home markets, and can apply lessons learned
at home to Ben. However, the Dutch population is not very large,
and as a fourth operator Ben may find it difficult to increase its
market share.
Telfort/BT
Telfort is 100% owned by BT of the UK, and offers the standard
array of mobile services as other Dutch operators (see profile in
fixed operator section for further details.)

Internet Market Overview
Internet penetration in the Netherlands has always been high
and continues to be so, with 48.9% of the population estimated
to be using the Internet in 2000. Drivers of this high Internet
use include high PC ownership among households and very high
levels of cable penetration: 95% of homes have access to cable
networks. The country, particularly Amsterdam, is one of the
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most important hubs within Europe for IP and telecoms
operators.
The Dutch market has seen a large number of ISPs launching
subscription-free services. However, the three ISPs linked to the
incumbent still have a 50% market share.
The emergence of cable companies has created strong
competition for KPN in Internet access after September 1999
when most of the large cable companies announced that they
would form an alternative operator for a national telephony
network. Due to the early high penetration of cable access and
the existence and high growth of DSL, unmetered dial has been
less of a priority to alternative operators. Nevertheless, the
regulator OPTA ruled in 2000 that KPN must offer a form of flatrate service. In April 2001, the Dutch regulator set provisonal
fares for unmetered access. These tariffs were supposed to be
revised in July on the basis of new proposal from KPN.
The Dutch market has experienced a high level of consolidation
in 2000, most notably the acquisition of WorldOnline by Tiscali.
Because WorldOnline itself acquired heavily in 1999 and 2000, it
expanded its portfolio into Europe, which gives the Italian ISP a
foothold in a number of important European markets including
Germany and the United Kingdom.
IDC estimates that the Netherlands will have 2,809,000 Internet
connections by the end of 2001.
ISP Profiles
KPN
KPN’s 100%-owned Internet subsidiary, Planet Media Group,
offers several Internet-related services to residential customers,
businesses and service providers. Planet Media Group owns
Planet Internet and HETnet, the subscription-free Internet
service. KPN offers analog and ISDN Internet access. Other
Internet access brand names include XS4ALL, HCC Net and
Euronet Internet. The ISP also runs an ISP service aimed at
children, KidsPlanet, featuring content filtering.
In February 2001, a subsidiary of KPN, KPN Telecommerce,
announced the acquisition of the German Vivity Media Services
Internet gateway and Vivity Publishing and Partnership. KPN,
which expects the acquisition to strengthen its position in the
German market, will not take up Vivity group debt as part of the
deal. The German group will remain independent, operating
under the name KPN Freizeit Medien, and will not be integrated
immediately into KPN’s Internet activities in Germany. KPN also
owns 51% of Euroweb and PanTel Rt, both ISPs covering the
Eastern European market. In July 2000, KPN bought a stake in
Indonesian telecom company Telkomsel.
KPN’s DSL service is called Mxstream and faced some problems
during its pilot phase. At its launch in March 2000, KPN had
expected user numbers to reach 100,000. Mxstream only gained
13,000 subscribers, however, around 4,000 experienced delays in
connection. KPN blamed technical problems and capacity
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restraints. KPN’s competitors Sonera, World Online and
Versatel’s Zon all offer Internet access based on Mxstream. By the
end of 2000, KPN expected Mxstream to be available in parts of
Amsterdam, Rotterdam, and Utrecht, including 75 central
offices. KPN has around 650,000 Internet subscribers in the
Netherlands, mostly Planet Internet customers.
The Dutch incumbent is very European-oriented and plans to
rollout residential Internet access service in a number of
countries. Under the Planet Internet brand, KPN intended to
launch service in Germany in September 2000. In the
Netherlands, KPN has currently 1.2 million subscribers with
240,000 in Belgium where it is currently the second largest ISP
in subscriber count. KPN’s Internet brands are Planet Internet,
Het Net, XS4ALL, HCCnet. Its Belgium Internet unit, Planet
Belgium, is the second largest in the country.
Chello/UPC
United Pan-Europe Communications (UPC) floated at the end of
1999 and is now owned by US-based UnitedGlobalCom (51%),
Microsoft (7%) and private shareholders. Following acquisitions
in the Netherlands, UPC now operates cable TV networks in 12
European countries, which pass a total of 10 million homes and
up to 750,000 business and provides services to over 6.5 million
subscribers. In order to expand its presence further in certain
countries, UPC is also involved in fixed wireless access.
UPC’s operations consist of three main business lines: UPC Video
Services, Chello broadband, and Priority Telecom. Chello
broadband is a pan-European broadband ISP offering access
through UPC’s cable affiliates and some third party CaTV
operators across Europe. Chello launched services in Belgium in
February 1999.
Acquisition activity played a role in UPC’s high sales growth in
2000. Acquisitions were:
• 95.63% of Skt (Slovakia)
• Time Warner Cable France
• Gelrevision
• At Entertainment (Aten) (Poland)
• Videopole (France)
• Reseaux Cables de France (France)
• The remaining 50% of A2000
• 97% of Kabel Plus (Czech Republic)
• Stjarn Tv (Sweden)
• Ujpest (Hungary)
• Entertainment Inc. (US)
• Haarlem Cable
• 95.1% of Monor Telefon (Hungary)
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• Tebecai/telecom (in 1999)
UPC also owns 25.1% in German cable operator PrimaCom. In
July 2000, UPC announced that its Internet access daughter
Chello broadband was to merge with the international
operations of Excite@Home. The combination could have
created the most influential broadband service provider outside
the US with a greater range of content for Chello of offer
subscribers. However, in December 2000 the plans for the
merger were abandoned. As a result, UPC considered merging
Chello with its television and programming unite UPC Media.
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Chapter 20
Norway
Overview
Regulatory developments
Although Norway is not an EU member, as a member of the
European Economic Area the country is required to adapt its
telecoms regulatory framework according to EU directives. As a
result, Norway’s path towards telecoms liberalization has been
similar to the rest of the EU states.
Licenses: There were approximately 90 licensed public
communications operators in Norway as of March 2001, of which
50 were permitted to supply public telephony services. Of those
50, there are 2 mobile operators; the remaining 48 provide fixedvoice, BFWA and data services.
Norway was one of the first providers to award BFWA licenses, as
it held a tender in mid-1999. Licenses given were in the 26 GHz
and 38 GHz ranges, with licensees also being allowed to offer
point-to-multipoint services provided that they operate within
the limits of their licenses. BFWA operators NextGenTel and
Broadnet announced their commercial services would begin in
early 2001, which will create increased broadband competition in
the business market. However, other previous winners of licenses
are starting to pull out of Norway or close down completely, such
as ART.

LLU, CPS, NP: Local loop unbundling was officially
implemented in April 2000. Norway instituted both carrier preselection and fixed NP in June 1999. Pre-selection has been
introduced in two phases: subscribers could chose one
alternative carrier until November 2000, when they were then
allowed to choose two alternative carriers. Norway’s regulator
reports that there were approximately 250,000 users of carrier
pre-selection as of end-1999 (182,600 for PSTN services and
67,000 for ISDN services) – more updated figures are not yet
available. Mobile NP is planned to begin in November 2001.
Changes in tariff-setting: A September ruling from the
Norwegian regulator the post and Telecoms Authority (PT)
required that Telenor reduce its interconnection charges by 7%.
At the same time, Telenor has abolished domestic long-distance
tariffs, so that all domestic calls in Norway are now charged at
the local rate.
State of competition in telecoms services
Fixed Telephony: While Telenor owns a majority of fixed
telephony lines in Norway, but has lost revenues to alternative
operators due to the existence of CPS and indirect subscribers.
However, Telenor’s main competitor, Enitel, has just gone
bankrupt, and transferred its customers amongst the remaining
operators in the market (residential telephony and Internet to
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Tele2, large business to ElTele Ost, and the remainder to Enitel
shareholder Banetele).
Leased Lines/Managed Data Services: Due to its remote location
and small size Norway has not been a highly popular market for
new entrants, and Telenor continues to be the main provider of
leased lines – as it owns most access infrastructure – and data
services. There is a small presence of global providers linking up
Norway with other countries in large enterprises.
Mobile: In the mobile market, Telenor commands the majority
market share of 73% through its GSM subsidiary. The remaining
share of the market is controlled by Netcom (is this Tele2?). The
Norwegian mobile market is thus not very competitive.
CATV: Telenor has a large influence in the CATV market, as the
incumbent offers services, including cable modem access,
through its subsidiary Avidi.
Internet: In the Internet market, Telenor’s Nextra subsidiary also
commands a large market share of over 50%. The other key ISP
in Norway is Tele2.
Broadband: Telenor is the largest broadband provider since it has
several technological possibilities to offer this service: DSL, cable
modem, and satellite. UPC competes with Telenor in cable
modem services and there are several providers using Telenor’s
wholesale service to offer DSL. There is some BFWA competition
as two operators began services in 2001, but there will be less
than planned as some original license winners have since gone
bankrupt.
Ease of entry into telecoms market sectors
Fixed Telephony: It is not difficult to enter the Norwegian
telecoms market, though mainly domestic and other Nordic
operators have been the only ones that have attempted to do so.
Leased Lines/Managed Data Services: The leased line/data
market reflects the same conditions as the telephony market.
Mobile: The Norwegian market is very small in terms of
population, but has a large geographical area to cover. This has
made it hard for new operators to enter the market and become
profitable. New GSM 900 and 1800 frequencies are for sale at the
end of this year which will enable new operators to enter.
CATV: Entry into the CATV market would be difficult as the
more populated areas of the country already have fairly high
CATV usage from Telenor or UPC.
Internet: Entering the Internet market is not complicated in
Norway, requiring a general registration.
Broadband: Entering the DSL market is possible via the
incumbent’s wholesale service. Entering the cable modem
market will reflect the conditions as the narrowband CATV
market. It may be possible to enter the BFWA through
purchasing licenses held by bankrupt operators, but the
government has not announced any intentions to tender
additional BFWA licenses.
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Table 20-1
Telecommunications Market Indicators: Norway
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

81%

86%

6%

Household penetration (%)

136%

145%

8%

72

72

-0.7%

PSTN/ISDN

% of total subs that are consumer
% of total subs that are business

28%

28%

0.7%

Total PSTN/ISDN revenues (Meuro)

1,884

1,960

4%

Population penetration (%)

73%

76%

4%

Total mobile revenues (Meuro)

1,025

1,195

17%

Total Internet connections (000)

903

1,146

27%

% of connections that are consumer

86

87

1%

% of connections that are business

14

13

-1%

892

1,064

19%

1,774

1,251

7%

Total connections (000)

28

140

394

DSL connections

5

19

276

Cable modem connections

22

115

423

BFWA connections

1

6

520

Total connections (000)

34.0

32.3

-5

Total analogue connections

20.0

16.6

-17

Total digital connections, of which:

Mobile

Internet Access

CATV
Total connections (000)
Total homes passed (000)
Broadband

Retail Leased Lines

14.0

15.6

12

Up to and including 64K

9.1

9.9

9

>64K, <2M

2.9

3.4

18

2M

2.0

2.2

14

>2M

0.0

0.1

50

Source: IDC, 2001

Public Fixed Telephony Overview
IDC estimates that the Norwegian fixed telephony market will
reach 1.5 billion Euros in 2001. Foreign investors from Sweden
account for 8% of the total.
Table 20-2 shows fixed operators in Norway, while Figures 20-1
through 20-3 show operator market shares. Note that one of the
operators, Enitel, has gone bankrupt, and thus is in the market
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share charts since they reflect the situation as of the end of 2000,
but not in the list of operators, since those are more current.
Enitel’s subscriber base is now being distributed among Tele2
and Eltele.

Table 20-2
Fixed-Telephony Operators in Norway
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Telenor

National

Local, LD, ILD

Both

Tele2 Norge

National

Local, LD, ILD

Both

ElTele Group

Regional

Local, LD, ILD

Both

Source: IDC, 2001

Figure 20-1
Norway: Fixed-Telephony Operator Market Shares by Direct
Subscribers
Subscriber Market Share

2%

5%

5%
Telenor
Enitel
Tele2
Others

88%

Source: PT Norway (regulator)
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Figure 20-2
Norway: Fixed-Line Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

4%
12%

5%
Telenor
Enitel
Tele2
Others

79%

Source: PT Norway (regulator)

Figure 20-3
Norway: Fixed-Line Operator MarkeShares by Revenue (Direct and
Indirect Subscribers)
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8%
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Telenor
Enitel
Tele2
Others

83%

Source: PT Norway (regulator)

Overview of telecommunications access infrastructure
Fixed Access: The ElTele Group regional operators also use
transmission networks of the energy utilities in their areas, as
those utilities are also the various operators’ shareholders.
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Besides ElTele, however, most alternative operators must lease
capacity from Telenor for last-mile access.
CATV Access: Telenor owns a CATV network in addition to its
fixed line network. UPC also owns a CATV network in Norway.
Fixed-Wireless Access: BFWA providers are launching services
in some of the more populated regions, though those will
primarily target business users.
Mobile Cellular Access: Both mobile operators own their own
infrastructure and cover 97% of the population.

Mobile market overview
Norway was the second country in Western Europe to launch
mobile services back in 1981, when Telenor Mobil introduced a
NMT450 network. The competition kicked-in in September 1993,
when Netcom, 100% owned by Telia, introduced its GSM900
network. Norway had a population penetration of around 73% at
the end of 2000, and IDC anticipates it will reach 76% by the end
of 2001.
In December 2000 the Norwegian government awarded four 3G
licenses via a beauty contest. The companies which were granted
a 3G license were Telenor Mobil, Netcom, Broadband Mobile, and
Tele 2. In August, Broadband Mobile (jointly owned by Sonera
and Enitel) decided not to build a 3G network, was declared
bankrupt, and have tried to sell their license. As of beginning of
October 2001, no buyer have shown interest. Later this year new
frequencies will go on sale in the GSM 900 and 1800 bands.
Both Telenor Mobile and Netcom offer GPRS services, which are
expected to further boost the competition among the two
operators.
IDC estimates that the Norwegian mobile market will reach 1.2
billion Euros in 2001, with foreign investors from Sweden
holding 26% of the market.
Table 20-3 shows mobile operators, while Figures 20-4 to 20-6
show operator market shares.
Table 20-3
Mobile Operators in Norway
Operator
Telenor Mobil

Standard

Population
Coverage (%)

Target markets
(business/consumer)

NMT450/900

97

both

97

both

GSM900/1800
Netcom

GSM900/1800

Source: IDC, 2001
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Figure 20-4
Norway: Mobile Operator Market Shares by Subscriber

27%

Telenor Mobil
Netcom

73%

Source: IDC, 2001

Figure 20-5
Norway: Mobile Operator Market Shares by Minutes of Use

29%
Telenor Mobil
Netcom
71%

Source: IDC, 2001

HT04B

- 324 -

A IDC

Figure 20-6
Norway: Mobile Operator Market Shares by Revenues

26%

Telenor Mobil
Netcom

74%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed-line Telecoms Operators
Telenor
Ownership: Telenor is Norway’s incumbent telco. Prior to its IPO
in December 2000, the operator was 100% owned by the
Norwegian government. The Norwegian government now holds
77.68%, with the remaining shares held either by management
and employees or publicly traded. The share offering was not
very successful, as decreased demand for telecoms stocks meant
Telenor had to slash the offer price and earned 1.1 billion Euro
less than it planned. As of end-September 2001, Telenor’s market
capitalization was 6.2 billion Euros.
Services: Telenor reorganized its management structure in the
first quarter of 2000, Datacoms services now fall under the
business unit Telenor Telecom. DSL, which was launched for
business users in June 1999, is offered through Telenor’s Nextra
division. Nextra is building a pan-European presence in IP
services in 12 countries.
Unlike other incumbent telcos in Europe that were required to
dispose of their cable TV holdings upon liberalization, Telenor
was allowed to maintain its foothold in that sector. The PTO
owns 50% of Canal Digital, a CATV/DTH operator also owned by
Canal+, and has a wholly owned subsidiary offering CATV
services called Avidi. Telenor is also developing an interactive
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television service called Zonavi. Telenor won a 3G license in
November, and will launch services by the end of 2001. Through
its participation in these market segments, Telenor will be able
to remain competitive as its bread-and-butter revenues from
voice services continue to decline.
Telenor’s IPO in late 2000 has given the incumbent operator
additional cash to challenge its competitors more effectively. The
IPO will also force Telenor’s management to increase
shareholder value, as shareholders will demand that Telenor
stem its increasing market share losses.
International
Strategy:
Telenor
has
also
expanded
internationally in the last several years, through taking shares in
numerous providers in Europe. These holdings include:
Mobile Operators
•

Vimpelcom (Russia)

•

Esat Digifone (Ireland)

•

Pannon GSM (Hungary)

•

Cosmote (Greece)

•

Kyivstar (Ukraine)

•

Sonofon (Denmark)

•

ONE (Austria)

Telenor also owns stakes in cellular operators in Thailand,
Malaysia, and Bangladesh.
Fixed-Line Operators:
•

Telenordia (Sweden)

•

Canal Digital (Nordic)

ISPs: Nextra has subsidiaries in Czech Republic, Slovakia,
Austria, Hungary, Germany, Italy, Russia, Sweden, and
Switzerland.
Strengths and Weaknesses: Telenor’s extensive international
operations make up for some lost revenue due to increasing
competition at home. In addition, Nextra is a strong brand
internationally in Europe. In contrast to other incumbent
operators with mobile subsidiaries, Telenor’s cellular operator
still has the majority market share by a wide margin.
Telenor’s international strategy may allow it to diversify its
revenues, but many of its investments are in high-risk markets
such as Russia and Ukraine. Telenor also faces local competition
from Tele2 and ElTele, as well as from other incumbents (Telia,
TDC, Sonera) in the Nordic area vying to serve pan-Nordic
customers.
Tele2 Norge
Ownership: Tele2 Norway is a subsidiary of Sweden’s top
alternative operator Tele2, and is the second largest carrier after
Telenor serving the voice market.
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Services: Tele2 also offers Internet services and data services
such as frame relay, VPNs, and leased lines, within Scandinavia
and internationally, and launched mobile services in 2000. Tele2
also won a fixed-wireless access license in the 40GHz range and a
3G license in the last year, and has begun offering ADSL to
consumer users in several metropolitan areas.
Strengths and Weaknesses: Tele2’s parent company is a strong
alternative operator in its home market of Sweden as well as in
other Nordic and Baltic countries. However, the operator now
has large investments it will need to make to roll out its new
services, particularly 3G.
UPC Norway
Ownership: UPC Norway is a full-service provider and a
subsidiary of UPC of the Netherlands.
Services: In addition to its cable modem service, the operator
launched a BFWA service early last year in the 3.5 GHz range.
As of March 2001, UPC Norway passed 475,400 homes, and had
331,500 cable subscribers, 17,500 telephony subscribers, and
20,500 broadband Internet subscribers.
Strengths and Weaknesses: UPC Norway is in a strong position
as the second-largest CATV provider in Norway after Telenor
Avidi. However, the cash-strapped position of its parent company
may have adverse affects on UPC Norway’s plans to rollout
broadband services.
Mobile Operators
Telenor
The company is Norway's leading distributor of voice,
information, knowledge and entertainment, and became
operational in May 1993.
Ownership: Ministry of Trade & Industry 100% (NORWAY)
Services: Telenor offers a wide range of mobile services, which
include GPRS, m-commerce, voice services, WAP
International and domestic alliances: Telenor and VimpelCom
are forming a new strategic partnership with Eco Telecom (part
of the Alfa Group of companies in Russia) to accelerate the
planned regional expansion of VimpelCom's mobile operation in
Russia. Telenor will maintain its strategic voting stake of 25
percent plus one vote in VimpelCom
djuice(TM), Telenor's mobile Internet portal, has signed an
agreement with Telecom Mobile Ltd. in New Zealand to become
the operator's mobile Internet portal.
Telenor and EDB Business Partner have partnered with the bank
DnB - Den norske Bank regarding the acquisition and
management of the bank's total operations regarding
information and communication technology (ICT).
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Strengths and Weaknesses: Telenor has always been the market
leader and its position has never been threatened. However, its
parent company has been unsuccessful in finding the ideal
partner to acquire or merge with.
Netcom
NetCom GSM is the first private telecom operator in Norway and
offers based on the GSM License, a broad specter of
telecommunications services to the Norwegian market.
Ownership: Telia 100% (Sweden)
Services: Netcom ASA offers full voice and data services, such as
WAP, email, SMS mobile portal
International and domestic alliances: Netcom ASA is the 100%
owner of Comviq/Tele2 in Norway. In February 2000,
Merkantildata and NetCom established a common focus area.,
The new organization provides the business market with IT and
telecom solutions based on fixed and mobile products and
services, as well as new WAP and ASP services.
Strengths and Weaknesses: Tele2 is one of the leading operators
in the Nordic region, but has nevertheless found it hard to
compete against Telenor at home.

Internet market overview
With typically high Nordic Internet penetration rates, Norway is
one of the more advanced European Internet markets. Despite
competition in the Norwegian Internet market, the Internet
subsidiary of Telenor, Nextra, still holds a market share of over
50%. Subscription-free dial has established itself in the country
as an effective revenue model, but unmetered dial has not yet
been introduced. More focus is placed on DSL. Major operators
have launched DSL services to the business community, and the
rollout of ADSL services to residential users is expected to
happen during 2001.
Telenor is planning a four-fold roll out of broadband access:
ADSL, VDSL, satellite and cable services. 20% of Telenor’s
network is ADSL-enabled.
The Internet subsidiary of Telenor, Nextra, is expanding
aggressively with the goal to transform itself into a European IPbased service provider.
ISP Profiles
Nextra
Nextra, Telenor’s Internet subsidiary, began offering access to the
business community in 1993 and to consumers in 1995. Nextra
has 360,000 residential customers and 13,000 business
customers and holds more than 50% of the Norwegian Internet
market. The ISP is 100%-owned by incumbent Telenor, which
itself is 77.6%-owned by the Norwegian government, the
remainder by institutional and individual shareholders.
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To expand its geographical reach, Nextra is moving into other
European countries through acquisition. The company’s goal is
to transform into a pan-European IP-based communication
service provider. In addition to Norway, Nextra has established
Internet companies in Austria, Denmark, the Czech and Slovak
Republics, Switzerland, Sweden, Hungary, Italy, Germany,
Finland, Russia and the United Kingdom.
Other recent acquisitions in Europe include
• Nextra in Italy
• Omnilink Internet Service Center and e-comp Engineering in
Germany
• Relab in Sweden
Nextra leases its IP backbone capacity from wholesale providers.
Nextra offers subscription and subscription-free dial for the
residential market and plans to launch consumer ADSL services
during 2001. The ISP already offers ADSL services to the
business community.
Nextra is also diversifying its core business into hosting
solutions. In August 2000, Nextra acquired a major stake in Web
hosting service provider XTML Ltd, and built a central hosting
platform in Frankfurt.
Tele2 Norge
Part of the Swedish group Tele2, Tele2 Norge was launched in
1997. The company focuses now more on the mobile market but
has also developed Internet access. For businesses, Tele2 offers a
full range of services from small standard packages to
customized solutions for big companies with extensive needs and
high traffic volumes. Tele2 provides Internet over its wireless
network to SMEs. For the consumer market, tele2 offers
Everyday Free2Connect at no fixed fee, and Tele2Internet, which
involves a prepaid subscription.
Tele2’s share of the Internet market has increased since its
acquisition of approximately 70,000 subscribers from the nearlybankrupt Enitel.
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Chapter 21
Poland
Overview
Regulatory developments

Licenses: With a unique liberalization strategy, Poland has
introduced limited competition to every service segment except
for international telephony, and since the beginning of 2001,
most non-voice services are fully liberalized. Below is a list of the
main licenses that have been issued.
•

1 concession to TP SA for nationwide local, long-distance
and international telephony services

•

1 alternative local concession (in competition against TP SA)
in every region, except for Warsaw, where 2 alternative local
concessions were issued

•

3 concessions for long-distance telephone service

•

Several 3.5 GHz and 28 GHz fixed-wireless access licenses

•

1 NMT analog mobile license

•

3 dualband GSM 900/1800 licenses

•

3 3G licenses

The Polish government rushed to complete a 3G tender before
the end of 2000, in an attempt to cash in on the huge prices
being paid in some auctions in Western Europe earlier in the
year. However, demand for 3G licenses had by then ebbed,
leaving the Polish government without a bidder willing to pay
the Euro 650 million asking price for a new entrant license. The
government therefore sold three licenses to the existing GSM
operators for Euro 650 million each.
Disputes: Interconnection is the hottest theme of contention in
recent months in Poland. Netia, which won one of three longdistance telephony concessions in 2000, has been attempting to
enter the long-distance market with full commercial services for
several months. But Netia is sharply critical of the government,
including telecoms policy-makers and the newly independent
regulator, for failing to intervene sufficiently in Netia’a
interconnection negotiations with TP SA. Most of Netia’s
interconnection negotiations have been subject to protracted
negotiations, delaying its entry into various local telephony
regions, as well as the long-distance market. Other LTOs report
similar problems.
Netia blamed this state of affairs on TP SA, for dragging its heals
in each case, and on the government, which failed to intervene,
possibly due to its conflicting roles of regulator and majority
owner of TP SA. Since the new law went into effect, an
independent regulator, the URT, has existed, which should rule
on such disputes. But the URT is hindered by an incomplete
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telecoms law, the details of which had yet to be filled in with
follow-up legislation.

LLU, CPS, NP: The Polish law stipulates that call-by-call carrier
selection, carrier pre-selection, and carrier selection override be
instituted for long-distance calling. Call-by-call selection is
currently available, while pre-selection and override are expected
by the end of 2001. These features are particularly important on
the Polish market as it has licensed alternative long-distance
operators, and these licensees have been becoming restless
waiting for technical preparations to allow them to compete.
Fixed number portability is expected, though it has not yet been
implemented, and local loop unbundling will follow later.
Since the beginning of 2001, tariffs for PSTN telephone services
are regulated by the URT. Tariffs for all other services are
unregulated.
Changes in regulatory authority: Prior to January 1, 2001, the
Ministry of Communication performed the duties of a National
Regulatory Authority, in addition to its role as policy maker
within the Polish government. Since the new telecoms law went
into effect on January 1, 2001, regulatory authority has been
shifted to the URT. However, despite these steps, the telecoms
law was pushed through as a framework law with much of the
detail remaining to be defined at a later date. As a result, the
regulator was not sufficiently empowered to regulate several
issues. One issue in particular that remained unclear was the
definition of an operator with “significant market power”.
State of competition in telecoms services
Fixed Telephony: Poland’s telephony market is dominated by TP
SA, with 93% of access lines, most of long-distance revenues and
all international revenues. Local telephone operators have been
licensed in every region of the country to compete against TP
SA, and many of these operators have slowly consolidated into a
few main groups. However, these operators have struggled to
attain substantial market share, and many are now wrestling
with financial problems linked to the global decline in telecoms
investment. By the end of 2000, these alternative operators
accounted for 7% of all telephony lines.
Until 2000, Poland reserved the long-distance and international
telephone markets for TP SA to operate exclusively. International
services will retain that distinction until 2003, but in 1999, with
nearly all of the local licenses already issued, the government
began to move toward the issuance of long-distance telephony
licenses to compete with TP SA prior to the full liberalization of
the market. Netia won the tender, along with Energis Polska and
a consortium of oil giant PKN and the Polish Energy Grid PSE.
These concessions allow the operators to enter the long-distance
telephony market in a state of partial-exclusivity. Netia and
Energis have been critical of the government, TP SA and the new
regulator, URT, over delays in reaching interconnection
agreements that have prevented the companies from fully
launching their services.
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With two new licensed long-distance telephony operators on the
market, most of the country should be able to access alternative
long-distance operators in 2001. However, delays in
interconnection agreements are slowing introduction of services.
International telephone service remains a monopoly concession
to TP SA until 2003.
A look at the fixed operators’ market shares (see figures below) is
revealing. Though competition in local services and in long
distance service has been allowed for some time and the market
has been growing quickly, the alternative operators have
managed only to take a small market share. The slow pace of
tariff rebalancing and delays in interconnection have hindered
the efforts of alternative operators.
Leased Lines/Managed Data Services: TP SA is a leading
operator in datacoms services, but it faces substantial
competition from several operators providing alternative
backbone routes (especially Tel-Energo), as well as managed data
network services (particularly TelBank) and leased lines to endusers.
In the backbone, there are a few alternative fiber-optic networks
that provide dark fiber or leased bandwidth to alternative
operators. Among these alternative network operators are TelEnergo and the Polish railway PKP. This market is competitive,
but government resistance until recently to fully opening this
market to competition or to permitting foreign investors to
construct networks without majority domestic ownership has
held the development of alternative backbone networks back
prior to this year.
Similarly, managed data network services are widely available
from multiple service providers to almost any client that would
desire it.
Regulatory developments have influenced this segment. Unlike
telephony services, data transmission and Internet services are
fully liberalized, requiring only simple permits to operate these
services. This is a new status for data transmission services,
however. Until January 1 of this year, data transmission was also
subject to a concession. Although Internet services did not
require a similar concession, they did fit into the category of
telecoms and Internet services that required a minimum 51%domestic ownership profile.
Mobile: Mobile subscriber market shares are particularly evenly
balanced, when compared to many other European countries,
primarily because all three have been operating GSM networks
for several years. Additionally, although Centertel had an
advantage as the monopoly analog operator, its relayed receipt of
a GSM license gave the other two operators an opportunity to
become the market leaders. Centertel has since clawed its way
back, but its lower average revenue per user gives the company a
smaller share of revenues than of customers.
CATV: There is a degree of competition in the Polish CATV
market. CATV coverage is extensive with over 4.5m subscribers
to the service, and CATV operators are largely locally or
regionally based. UPC is the largest operator by subscribers.
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Other large operators are Aster City, which has a Warsaw
network offering bi-directional services, and Vectra, which offers
cable modem services to a few thousand customers.
Internet: TP SA’s subscription-free dial-up Internet access
service, in which subscribers pay only telephone charges to
access the Internet has helped TP SA to extend its local loop
dominance to dial-up Internet access. However, the company
does face substantial competition, particularly in the more
quality-sensitive business segment.
With regard to Internet, any telephone subscriber can dial up to
several Internet service providers.
Broadband: In addition to dial-up, TP SA offers an ADSL-based
Internet service, but does not offer wholesale access to other
providers. However, competitors are effectively challenging TP
SAin this arena using alternative technologies.
Broadband services are offered in several locations, particularly
TP SA’s SDI Internet access via ADSL. Fixed wireless access is
also available. The Polish government has issued several licenses
for 3.5 GHz and 28 GHz fixed-wireless spectrum use. Formus
International-subsidiary Formus Polska was an early recipient,
receiving 28 GHz licenses in most of the largest cities in Poland.
Leading alternative local telephony operator Netia also received
licenses in several localities, while TP SA obtained licenses, as
well.
Ease of entry into telecoms market sectors
Fixed Telephony: Entry to the fixed telephony market is difficult
due to both regulatory and competitive reasons. Though the
government licensed alternative operators in local and longdistance services, these were in fact concessions, many with high
price tags. Additionally, many operators are critical of the
government and regulator for failing to support competition
effectively via interconnection guidelines and sanctions against
TP SA when the incumbent fails to comply with regulatory
requirements.
Leased Lines/Managed Data Services: Entry to the leased line
and managed data services markets has become easier since the
new telecoms law went into effect this year, eliminating the need
for a concession to enter the market. Competitive issues and the
high capital investments required are the greatest barriers.
Mobile: Entry to the mobile market depends upon licensing
plans and the high capital costs of entering this industry. When
the government attempted to license a new mobile operator with
a 3G license, it failed to draw a bidder.
CATV: Entry to the CATV market is easy from a regulatory
perspective, requiring basic permitting, but the preferred means
of entry is more likely to be through acquisition of one or more
of the many established operators.
Internet: Entry to the Internet access market requires basic
permitting, but the increasingly competitive market is making
entry more difficult and more expensive.
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Broadband: Entry to the broadband market can be achieved
through provision of cable modem service over a CATV network.
Alternatively, local telephone operators can offer ADSL, while
others may need to consider fixed-wireless access licenses. Local
loop unbundling will be implemented according to EU
guidelines, but actual implementation of unbundling is unlikely
to be quick, leaving alternative operators unlikely to have the
opportunity to offer ADSL over TP SA’s network for a couple of
years, at least.

Table 21-1
Telecommunications Market Indicators: Poland
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

29%

30%

2%

Household penetration (%)

69%

72%

3%

% of total subs that are consumer

82%

80%

-1%

% of total subs that are business

18%

20%

1%

Total PSTN/ISDN revenues (Meuro)

3,052

3,174

4%

PSTN/ISDN

Mobile
Population penetration (%)

18%

26%

8%

Total mobile revenues (Meuro)

1,979

2,666

39%

Total Internet connections (000)

970

1,344

39%

% of connections that are consumer

39%

39%

0%

% of connections that are business

61%

61%

0%

Total connections (000)

4,500

4,650

3%

Total homes passed (000)

8,200

8,500

4%

Total connections (000)

25.9

90.1

248%

DSL connections

15.7

53.0

238%

Cable modem connections

8.2

32.4

296%

BFWA connections

2.0

4.7

134%

Fiber connections

0.2

0.3

50%

Total connections (000)

44.4

51.4

16%

Total analogue connections

30.8

32.4

5%

Total digital connections, of which:

13.6

19.0

40%

Up to and including 64K

10.2

13.8

36%

Internet Access

CATV

Broadband

Retail Leased Lines

>64K, <2M

3.0

4.4

47%

2M

0.4

0.8

82%

>2M

0.008

0.014

68%

Source: IDC, 2001
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Public Fixed-Telephony Overview
IDC estimates that the Polish fixed-line telephony market will
reach 3.7 billion Euros in 2001. Foreign investors from France,
the US, and Sweden make up 25% of the total.
Table 21-2 shows mobile operators, while Figures 21-1 to 21-3
show market shares.
Table 21-2
Fixed-Telephony Operator s in Poland
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

TP SA

National

Local, LD, ILD

Both

Netia

Regional for local
service, National
for long-distance

Local, LD

Both

Elektrim

Regional

Local, LD

Both

Telefonia Lokalna

Regional

Local, LD

Both

Operator

Source: IDC, 2001

Figure 21-1
Poland: Fixed-Telephony Operator Market Shares by Direct
Subscribers

1%
2%

1%

4%
TP SA
Netia
Telefonia Lokalna
Elektrim
Other
92%

Source: IDC, 2001
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Figure 21-2
Poland: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)
1%
2%

1%

3%
TP SA
Netia
Telefonia Lokalna
Elektrim
Other
93%

Source: IDC, 2001

Figure 21-3
Poland: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)
1%
1%

1%

3%
TP SA
Netia
Telefonia Lokalna
Elektrim
Other
94%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Rather than protecting the incumbent for several
years behind an impenetrable regulatory barrier to competition,
Poland began encouraging competition on the local level at an
early stage. These alternative operators have only attained a
small share of subscribers, but they have helped to increase
penetration, and they have challenged TP SA to build out its own
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network and improve quality. At the end of 2001, penetration is
expected to reach 30%.
CATV Access: CATV is widespread, with about 35% of homes
subscribing to the service.
Fixed-Wireless Access: Fixed wireless access is now available in
many of Poland’s larger cities, though it is not yet in widespread
use. Formus’ fixed wireless networks covers several large cities,
while Netia is also beginning to install BFWA equipment.
Mobile Cellular Access: Mobile networks have increased
coverage to reach nearly the entire country. All of the mobile
networks provide coverage of over 95% of the country, with
some now approaching 99% population coverage.

Mobile Overview
In 2001, IDC forecasts the mobile market in Poland will be Euro
3.93 billion. Foreign investors are present in each of the mobile
operators. The foreign investors’ share of the market is 55%,
with the most prominent investors originating in Germany, UK
and France.
Table 21-3 shows mobile operators in Poland, while Figures 21-4
to 21-6 show operator market shares.
Table 21-3
Mobile Operators in Poland
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

PTK Centertel

NMT 450

97

Both

PTK Centertel

GSM 900/1800

94

Both

Polkomtel

GSM 900/1800

95

Both

Polska Telefonia
Cyfrowa (PTC)

GSM 900/1800

97.5%

Both

Source: IDC, 2001
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Figure 21-4
Poland: Mobile Operator Market Shares by Subscriber

28%
34%
Centertel
PTC
Polkomtel

38%

Source: IDC, 2001

Figure 21-5
Poland: Mobile Operator Market Shares by Minutes of Use

26%
38%

Centertel
PTC
Polkomtel

36%

Source: IDC, 2001
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Figure 21-6
Poland: Mobile Operator Market Shares by Revenue

25%
39%
Centertel
PTC
Polkomtel

36%

Fixed and mobile operator profiles
Fixed Operators
TP SA
Ownership: TP SA is the incumbent telecoms operator in
Poland. The government sold 35% of TP SA to France Telecom
(25%) and its equity investment partner Kulcyk Holding (10%)
in 2000. This transaction also included an option that allows the
strategic investors to increase their stake in 2001. In September
2001, they chose to purchase an additional 12.5% of the
company, but have not yet completed the transaction. TP SA’s
market capitalization was 5.4 billion Euros as of mid-October
2001.
Services: In addition to traditional telephony services, TP SA has
moved into other lines of business that are receiving increasing
attention from the operator. Leased lines account for over 3% of
revenues, while data transmission—including X.25 and Frame
Relay—amounts to over 2% of revenues. The company is
expanding its Internet and broadband services, which include
nationwide dial-up access and an ADSL-based Internet access
service known as SDI.
TP SA is also the majority owner of one of Poland’s three mobile
operators, PTK Centertel, which operates both an NMT 450
analog network and a dual-band GSM 900/1800 network, and
which has about 24% market share by subscribers.
Strengths and Weaknesses: TP SA’s greatest strength is its
position as the incumbent operator. TP SA has enormous assets
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and revenue streams, which enable the company to continue to
invest heavily in upgrading its network to improve the quality
and expand the reach of its traditional services, as well as to
leverage its power to extend its dominance into new service
areas, such as Internet and broadband.
However, TP SA also has several substantial weaknesses. The
legacy of poor service and bureaucracy leaves it a negative brand
image to many consumers. Also, the large-scale investments the
operator must continue to make to transform its network to
meet modern communications demands are a large burden. In
this latter case, the company faced a similar situation to dozens
of other operators throughout Europe. But in Poland’s case, the
company had a much greater job of restructuring and
investment before it than many others faced. Other weaknesses
include the increasing exposure to new competitors that will
certainly chip away at TP SA’s market share, as well as price
competition and a looming saturation of the fixed-line telephone
market.
Netia
Ownership: Netia Holdings was founded by Sweden’s Telia and
equity investors to operate local telephone networks in local
concession areas in several parts of Poland. The holding
company that manages the several local operating companies is
Netia Holdings. Currently, Telia owns 48% of Netia Holdings,
Warburg Pincus owns 9%, 41% is publicly traded in Warsaw and
on NASDAQ, and the remaining 2% are retained for
management stock options. Netia was valued at Euro 32.9
million in mid-October 2001.
Services: Netia’s core business is local telephone service to
residential and business customers. Netia’s subsidiary operating
companies hold concessions to operate in 24 concession areas
covering about 40% of the Polish population, equal to about 15
million people. At the end of 2000, Netia had 321,000 telephone
lines in service, of which 25% were business lines. The company
is striving to further increase the percentage of business lines.
In addition to basic telephony, Netia offers value-added services,
ISDN, and leased lines. The company also holds licenses for
nationwide data and IP transmission and for long-distance
telephony, and it is also active as an Internet service provider and
content developer through its InterNetia division.
Netia’s key partnership is with its largest shareholder, Telia.
Strengths and Weaknesses: Netia is positioning itself effectively
as the best alternative to TP SA in the Polish market. Through
steady, deliberate expansion and cautious investment (the
company withdrew from tenders for 3G and for the first Warsaw
concession when prices appeared too high), the company has
expanded quickly with rapid growth of its subscriber base, its
revenues and its service portfolio. However, because the
company remains at an early stage of development and full
liberalization remains a long way off (2003), Netia is in a
somewhat precarious position. Its net losses, at PLN499 Million
(Euro 125m), eclipse even its gross revenues, at PLN429 Million
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(Euro 107m), leaving profitability a distant prospect. In the
current telecoms investment climate, the company may find
investors less willing to support such a strategy.
One of Netia’s weaknesses is its exposure to regulatory risk. The
operator has expressed indignation at the regulator’s inability to
help to resolve interconnection disputes and delays in issuing
licenses. Fortunately for Netia, though regulatory risk will
continue to be a worry, the government and the regulator are
moving closer toward European Union guidelines.
Telefonia Lokalna
Ownership: Telefonia Lokalna S.A., the operator local telephone
services under the brand name Dialog, is owned by Polish
company KGHM Polska Miedz S.A. (Polish Copper S.A). Apart
from Telefonia Lokalna, KGHM also holds shares in Polkomtel
S.A, one of Poland’s three GSM network operators.
In 1998, Telefonia Lokalna received concessions from the
Minister of Telecommunications to be the sole challenger to TP
SA to provide local telephone services in 8 regions covering the
former administrative provinces of Wroc aw, Wa brzych, Jelenia
Gora, Legnica, Zielona Gora, Elblag, Lodz and Bielsko-Biala. In
these regions, its activity accounts for approximately 13% of the
area of Poland with six million inhabitants (approximately 16%
of Poland’s total population). In May 2000, the company was
granted a concession to provide local telephone services in 17
communes in the Warsaw area, where intensive installation work
is now under way.
Services: With more than 120,000 subscribers now, the company
is the second largest independent fixed-telephony operator in
Poland. By the end of 2001 it intends to reach 200,000
subscribers. The company also provides ISDN lines, as well as
data transmission and Internet access. Revenues in 2000 reached
PLN 99 M (Euro 25m), and the company is investing PLN 500M
(Euro 125m) during 2001.
Strengths and Weaknesses: The large resources of Telefonia
Lokalna’s parent company, KGHM, are a benefit to the operator.
It is in a network rollout phase that requires capital-intensive
investments, and a strong backer is particularly important now
that investors are less willing to support telecoms investments.
On the other hand, with telecoms somewhat out of favor, KGHM
may have second thoughts about whether to continue to invest
in that direction. At this point Telefonia Lokalna is
outperforming most local telephone operators, but it does not
have the scale that will be needed to excel in the industry in the
next few years. It may find it necessary to partner or merge with
other telecoms operators in the future to obtain that scale.
Elektrim
Ownership: Elektrim is a domestic conglomerate with holdings
in a vast array of industries, including electric power,
telecommunications,
cable
and
wire
manufacturing,
construction, lighting, and agriculture. It began trading on the
Warsaw Stock Exchange in 1992. Elektrim’s major telecom
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holdings include: cellular operator Polska Telefonia Cyfrowa Sp.z
o.o. (PTC), known under the Era GSM brand, Bresnan
International Partners Poland, a provider of integrated telecom
and cable TV services in several regions of Poland, and several
local telecoms operators.
In 1999, Elektrim SA purchased shares in a number of telecom
companies. It also entered into an agreement valued at 349
million Euro with Bresnan Communications Poland (BCP)
concerning the takeover of cable TV providers: Aster City (49
percent by BCS), Krakow Regionalna Telewizja Kablowa
Autocom (100 percent), and Telefonia Polska-Zachod (95
percent). The deal should lower the cost of creating an analogue
telecom
network
operated
by
Regionalne
Sieci
Telekomunikacyjne, El-Net. In mid-2000, RST El-Net was chosen
by the state to provide local telephony services in Warsaw and
surrounding areas for 245 million Euros.
Elektrim’s shopping spree left the company with a large amount
of debt. It tried to reduce its debt burden by consolidating most
of its telecoms holdings within the new Elektrim
Telekomunikacja Sp. z o.o. (ET) holding company and selling
49% of the new company to Vivendi of France.
By selling the stake to Vivendi, rather than to Deutsche Telekom,
the company’s partner in mobile operator PTC, the company set
off a series of bitter disputes among the three companies. Most
recently, Vivendi appears to be winning the ongoing struggle for
control of Elektrim’s board and through that for control of PTC.
Services: Through its subsidiaries, Elektrim offers a broad range
of communications services on the Polish market. Its control of
market-leading mobile operator, PTC (see PTC profile below), is
by far the most important communications business in
Elektrim’s portfolio, but the company is also involved in several
other service segments. The company owns several local
telephone companies, having won concessions or acquired other
concession holders over the past few years, though development
in these regions appears to have been slow in recent years since
the company’s financial and ownership situation came into
question.
Additionally, the company’s CATV operations, obtained through
the acquisition of Bresnan Communications Poland, can be
combined with Elektrim’s El-Net subsidiary, the holder of a
concession to provide local telephone services in Warsaw, to
provide CATV, telephone and broadband services in Poland’s
most lucrative city.
Elektrim has also pursued an Internet strategy, acquiring a
variety of portals, content and eCommerce sites.
Partnerships: Elektrim’s most important partnerships have been
alternatively with Vivendi Universal of France and Deutsche
Telekom of Germany. However, this three-way affair has been
marked by bitter squabbles, changing allegiances, boardroom
battles and lawsuits as the three parties struggle for leverage
over Elektrim, Elektrim Telekomunikacja and PTC. If and when
the struggle is resolved in favor of one of the two foreign
investors, Elektrim’s telecoms holdings could nicely fit into
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either company’s international strategy, benefiting both the
investor and the Polish operating companies. But so long as the
ownership question exists, it weakens the company’s ability to
carry out its strategy.
Strengths and Weaknesses: Elektrim was on its way to
establishing the most powerful challenger to TP SA when it went
on its shopping spree acquiring local telephone operators and
CATV networks. But the company overextended, particularly
with a large bid for the Warsaw license, which subsequently got
held up in court. Since that time, much of Elektrim’s energy has
been spent on the defensive, rather than on development, while
its main rival as top alternative fixed-network operator, Netia,
has pulled well ahead. Until Elektrim’s telecoms operations stand
on a solid financial foundation and its ownership disputes are
resolved, the company will be hard-pressed to take full advantage
of its investments.
Mobile Operators
PTC
Ownership: PTC is the operator of the leading Polish mobile
telecoms network. The company is a joint venture between
Elektrim, an energy and industrial conglomerate, and Deutsche
Telekom, along with smaller shareholders. The firm has been the
subject of protracted legal battles, as its owners wrestle for
control of the company. After a long distpute, Vivendi appears to
have won control of PTC by purchasing an additional 2% of ET.
Services: PTC was the first to launch a GSM network in Poland.
After receiving the GSM 900 license in February 1996, the
company launched services in September of that year, and
introduced pre-paid service almost two years later in June 1998.
Late in 1999, PTC received a license to also operate GSM in the
1800Mhz-frequency band. At the end of 2000, PTC had 41% of all
mobile subscribers, amounting to 2.8m customers.
In addition to basic voice services, PTC also offers a variety of
value-added services, including WAP and GPRS.
Strengths and Weaknesses: PTC’s boardroom battles over
ownership do not provide the company much stability, but the
operator has managed to stay focused on its business. The
company has led the market for several years running. This
leadership is a great advantage for the company. As has been
seen in many other markets, an early lead in the mobile market
put a company in an impregnable position against later entrants.
As a result of its lead, the company is profitable, even though it is
still in a period of rapid network expansion. However, profit
margins are likely to get squeezed in the next couple of years,
and PTC will have to choose the right mix of new service
offerings to maintain its lead.
Polkomtel
Ownership: Polkomtel is owned by a group of Polish and
international investors. Vodafone Airtouch, TDC, KGHM Polska
Miedz and Petrochemia Plock each owns 19.61% of the company,
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while the fifth large shareholder is Polskie Sieci Energetyczne
with 16.05%. Weglokoks, another Polish firm, owns 4%.
Additionally, Polkomtel has two smaller domestic shareholders
that are important due to their other telecoms operations on the
market: Tel-Energo, which has an extensive fiber-optic cable
network throughout Poland, owns 1.5% of Polkomtel, while
TelBank, a leading managed data network operator, holds 0.5%.
Services: Polkomtel is the second-largest mobile operator in
Poland, both in terms of subscribers and revenues. The
company’s 2.4 million subscribers at the end of 2000 accounted
for 35% of the market. The company now offers a broad range of
voice and data services on its dual-band network, including basic
voice, value-added services, WAP and GPRS.
Strengths and Weaknesses: Polkomtel’s most important
partnerships are with its owners. Though several of its owners
function primarily as equity investors, its foreign owners
Vodafone and TeleDanmark bring mobile telecoms expertise to
the operator. Additionally, among Polkomtel’s domestic owners,
the small stakes held by Tel-Energo and TelBank provide
connections to two companies that have substantial telecoms
network assets and can provide bandwidth for the backhaul
network and potentially also other services.
Polkomtel’s early entry as one of the first two GSM operators on
the Polish market provided it an enormous opportunity. The
company was a bit slower off the mark than its main rival PTC,
but it did in fact take an early lead in the GSM market. But by
the end of 1998, PTC had pulled in front and continues to retain
a slight advantage.
Despite trailing slightly in share of subscribers, Polkomtel’s
business is strong, and it does not trail far behind. On the other
hand, the third operator, Centertel, has been gaining ground on
the leading pair for the past couple of years making it a threehorse race. All three operators should do reasonably well in the
medium term, as there is still far to go before market saturation,
but Polkomtel has shown that it is aware of the importance of
planning ahead for a transition to newer mobile data solutions.
PTK Centertel
Ownership: Centertel was created in 1992 to operate Poland’s
only mobile network, and is owned by TP SA (66%) and France
Telecom (34%).
Services: In addition to its basic voice services, Centertel also
offers an array of value-added services including WAP and GPRS.
Strengths and Weaknesses: Centertel’s primary partnerships are
with its owners, TP SA and France Telecom. TP SA’s extensive
network reach, facilities and staff provide the company with
much of its infrastructure and maintenance needs, as well as
marketing collaboration. As for France Telecom, the French
operator is one of the largest mobile operators in Europe, and its
expertise in mobile operations and development of new
applications and services provide Centertel will help Centertel to
continue to grow and to migrate toward the more complex
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business model that mobile operators will have to assume in the
coming years.
Centertel, as part of France Telecom’s mobile holdings, may
become part of the Orange group. To what extent such a move
would impact Centertel’s operations and marketing is not yet
clear.
Centertel had a strong advantage on the Polish mobile market
having built out its network, its operations and its brand
marketing as a monopoly operator prior to 1996. However, when
it failed to receive a GSM license and saw two new GSM
operators enter in that year, its advantage quickly became a
disadvantage. The operator was never able to compete effectively
against the new entrants with superior technology. When it did
receive a GSM license, its late entry and lack of nationwide
coverage continued to be a disadvantage. Only with the full
nationwide dualband license and the nearly nationwide coverage
it began to reach toward the end of 2000 was the playing field
truly leveled. The operator now must struggle to continue to
catch up to the two market leaders.
As the mobile business moves forward toward new data and
Internet services, the international connections of the operators
will play an increasingly important role. Centertel’s ties to
France Telecom and its Orange subsidiary should benefit the
operator greatly, as it can rely on the accumulated experience of
the group in launching new services and developing applications.
But its competitors are also well supported internationally.
Vodafone-backed Polkomtel and Deutsche Telekom-backed PTC
will provide very strong competition in the coming years.

Internet market overview
TP SA, the dominant national telecoms operator, has been active
in the Internet access market since 1996, initially through its
Centrum Systemow Teleinformatycznych. Additionally, Netia,
the largest independent fixed-line operator, offers Internet access
services through its InterNetia division. InterNetia began
Internet access services in May 2000. InterNetia has its own
backbone network, its own international links and more than
1,000 access modems. The Polish dial-up Internet access sector
is unique in the region in that a subscription-free service has
been available since mid-1998 when TP SA launched its national
Internet access number.
The dominating ISP on the Polish market remains the
incumbent TP SA. NASK once an ISP for the academic and
scientific community in the country has turned to providing
commercial services, which amount to 95 percent of its business.
Other leading ISPs are Internet Partners and TDC Internet
IDC forecasts there will be 1,344,280 Internet connections at the
end of 2001.
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ISP Profiles
TP SA
TP SA, the national telecoms operator, offers a free unified
Internet access number throughout Poland. When accessing the
Internet with this special number the user only pays for the
phone call, charged at the local rate regardless of the location in
Poland. The operator also offers ISDN access to the Internet via a
similar number. TP SA has been active in the Internet access
market since 1996, initially through its Centrum Systemow
Teleinformatycznych (IT Systems Centre). The center operates
data transmission networks, a public information processing
system for e-mail, electronic directory and EDI, and the Internet
access provider TPNet.
TP SA Internet access services include subscription-free dial-up
Internet, ISDN, leased lines, SDI (Staly Dostep do Internetu, or
Constant Internet Access) based on Ericsson HiS at max115
kbps, and ADSL. Additionally TP SA offers a variety of other IP
communications services.
NASK
NASK, Naukowa i Akademicka Siec Komputerowa JBR (Science
and Academic Computer Network R&D Unit), established in
1991, was the first Polish company to provide access to the
Internet. It was originally founded to provide and manage
Internet access to educational centers across the country. NASK
has revised its focus, however, and now offers commercial
services as well, providing capacity for other ISPs, and selling
high-speed data connections to large companies and government
entities. The ISP is still owned by the state and controlled by the
group Komitet Badan Naukowych (Research Committee).
Internet Partners
Internet Partners is one of the largest private ISPs in Poland
with almost 100,000 dial-up users in early 2001. The company
was founded in 1999 as a result of a merger between two major
corporate-sector Internet providers, ATOM S.A. and Internet
Technologies Polska S.A., both of which were 24.9%-owned by
Global TeleSystems Inc (GTS). Since the merger, Internet
Partners has maintained its focus on business clients. Currently,
the company claims to control more than half the "Fortune 500"
customers in the market, offering both dial-up and dedicated
access.
In addition to Internet access, Internet Partners provides a range
of value-added services. These include firewall systems,
cryptography systems with Public Key Infrastructure, Internet
anti-virus protection, security tests for existing systems, and
implementation of corporate security policy. Furthermore, in
2000, the company launched an Internet Data Center
(Internetowe Centrum Danych) for hosting purposes, as part of
the greater GTS Data Center system.
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TDC Internet
Polish company Softbank was a shareholder in six companiesIDS, Multinet, Polbox, Pik-Net, Polska OnLine and PDI-whose
assets were contributed to a specially established subsidiary
called Net2Net. The company was regarded as one of the largest
private Internet provider on the market. In February 2001 a 51
percent stake in Net2Net was acquired by TDC Internet, which is
part of the TeleDanmark Corporation. The companies provide
Internet access, hosting and portal services to the entire Polish
market. Business customers within the private and public sector
dominate the customer base.
•

Multinet S.A, which is part of the TDC Internet Group. is a
Wroclaw-based ISP with one of the largest networks in
Poland. In particular, Multinet has a very strong position in
Lower Silesia. The ISP focuses primarily on business clients,
which represent 95% of all clients.The ISP has, since
November 2000, its own international link with GTS, and
also links with Tel-Energo and Polpak-T. It offers dial-up and
leased line Internet access services. Additonally, it provides
VPNs, VoIP, server hosting and eBusiness solutions.

•

Internet Data Systems S.A. (IDS), part of the TDC Internet
Group group, is a Warsaw-based nationwide ISP. It has a
strong position among educational clients throughout
Poland. Other clients include local governments and
healthcare institutions. Services include dial-up, leased lines,
satellite links (DirecPC, Access Plus in co-operation with
NetSat Express), 2.4GHz BFWA, hosting, and Web design.

Netia
Netia is the largest independent fixed line operator in Poland.
Netia’s Internet operations are based around InterNetia, the ISP
division of Netia Holdings. InterNetia began Internet access
services in May 2000 in nine main conurbations and also
developed the horizontal portal InterNetia.pl. InterNetia has its
own backbone network, its own international links and more
than 1,000 access modems. The ISP offers subscription-free dialup services.
Super Media Holding SA
Super Media was founded in December 1996 within ZPR Express
Sp. z o.o. After its first three years of activity it became a
significant player in the ISP market. The company’s Internet
access solutions include dial-up and leased lines. In February
2000, the ISP was separated from its mother company, and
Super Media Sp. z o.o. emerged. Super Media Holding S.A. was
registered in July 2000 and Powszechny Bank Kredytowy
Inwestycje S.A. took up 25% of shares. The company is divided
into several departments including Internet access services, Web
design, eCommerce solutions, and a department that specializes
in promotional campaigns on the Internet.
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Chapter 22
Portugal
Overview
Regulatory developments

Licenses: A total of 28 fixed-network licenses had been issued to
new operators by the end of Q1 2001 and were assigned selection
codes. 12 of these operators are now offering services, and 10
offer direct access. Several alternative operators have sprung up
involving owners of national infrastructure and in some cases
partnering with other European operators.
There are three licensed GSM mobile operators in Portugal.
Portugal is also providing various bands of spectrum for telecom
services, some of which will not require licenses:
•

The 1900MHz frequency, utilized for DECT services, will not
require licenses, with service providers merely having to
register.

•

There will be three licenses for the 3600-3800MHz-frequency
range, to be used for telephony and low-bandwidth data
communications services.

•

There will be two licenses for the 27.5GHz and 29.5GHz
frequencies, to be used for digital television.

In addition, in 1999, Portugal awarded 11 BFWA licenses.

LLU: Local loop unbundling began officially in 2001. At the end
of June this year, the ICP approved Portugal Telecoms LLU offer.
NP: Fixed NP began in June 2001 along with LLU. No date has
been set yet for mobile NP.
CPS: Carrier pre-selection for local calls began in July 2001. The
implementation is happening in two phases: in the first,
interested applicants will need to get autodiallers installed on
their phones in order to pre-select their carrier. Beginning in
October, the use of autodialers will no longer be necessary in
Lisbon and Oporto, and in the rest of the country later in the
year.
Tariff setting changes: Portugal Telecom was instructed by ICP
to cut its interconnection charges from January 2000 by at least
40%, which has brought them to among the lowest in the EU.

State of competition in telecoms services
Fixed Telephony: As liberalization began in Portugal in 2000, the
incumbent Portugal Telecom (PT) still had a 99.6% market share
of telephony subscribers as of the end of Q1 2001. However, the
incumbent is losing market share in minutes and traffic. PT has
the only local access infrastructure through its ownership of the
PSTN network as well as the largest cable network, voice
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resellers are driving down prices in the long-distance call
segment.
Most of the Portuguese population now has a choice longdistance voice services. In local telephony, most consumers have
no choice but to use PT as it is the only operator with access
infrastructure.
The greatest choice in fixed line and fixed wireless access is
currently in the main cities of Lisbon and Oporto, where
alternative operators tend to launch new services first before
spreading to the rest of the country.
Leased Lines/Managed Data Services: PT is the main provider of
leased lines due to its ownership of infrastructure and has the
majority share of the data market as well. However, the licensing
of global and pan-European data service providers is loosening
PT’s hold over large-sized companies with global networks.
Mobile: In the mobile sector there are three operators, one of
which is a subsidiary of Portugal Telecom. This operator has a
45% market share, indicating that the incumbent does not have
unfair influence in this market as it does not dominate.
CATV/Broadband: In cable and broadband services, the choice is
limited to PT and PT Cabo. More than half of the population has
access to cable networks. In addition, the commercial launch of
BFWA licenses will provide businesses with an alternative to
leasing connections from PT.
Internet: In the Internet sector, there is stiff competition and
PT’s subsidiary is only one of 13 ISPs. The largest ISP is Clix,
owned by Sonae.com.
Ease of entry into telecoms market sectors
Fixed Telephony: It is now not difficult to enter the Portuguese
fixed telephony market. For new players, interconnection fees
are among the lowest in Europe.
Leased Lines/Managed Data Services PT owns the leased line
infrastructure, so that new entrants will need to lease capacity to
provide data services in Portugal. Based on the experience of
other liberalized countries, it will take some time before new
operators manage to convince large companies to switch from
PT, but companies needing more specialized data and broadband
services such as SMEs provide data operators with a ready
market.
Mobile: Market entry is most restricted in the mobile sector,
where limited spectrum means that licenses are awarded only
through tenders.
CATV: Entry into the CATV market is difficult as there is a high
degree of cable coverage in the country by the two operators, and
home satellite and DTH services are also popular.
Broadband: Broadband access is restricted by the fact that PT is
the only real provider of broadband services, with DSL through
its main division and cable modem services through its cable TV
division. It may be possible to acquire a BFWA license from a
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provider that has since gone bankrupt and enter the broadband
market providing this service.
Internet: The Internet market is unregulated and is the least
restrictive market segment.

Table 22-1
Telecommunications Market Indicators: Portugal
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

42%

44%

2%

Household penetration (%)

105%

107%

2%

% of total subs that are consumer

76%

74%

-2%

% of total subs that are business

24%

26%

2%

Total PSTN/ISDN revenues (Meuro)

2,401

2,471

3%

PSTN/ISDN

Mobile
Population penetration (%)

42%

44%

5%

Total mobile revenues (Meuro)

2401

2471

3%

Total Internet connections (000)

393

592

28

% of connections that are consumer

64

64

% of connections that are business

36

36

Total connections (000)

1,100

1,305

19%

Total homes passed (000)

2,450

2,592

3%

Total connections (000)

17

41

147

DSL connections

1

3

301

Cable modem connections

16

35

116

BFWA connections

0

3

N/a

Total connections (000)

28.9

28.4

-2

Total analogue connections

16.3

14.0

-14

Total digital connections, of which:

12.6

14.4

14

Up to and including 64K

9.0

10.2

13

>64K, <2M

2.5

3.0

18

2M

1.0

1.2

15

>2M

0.0

0.0

18

Internet Access

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001
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Public Fixed Voice Telephony Overview
IDC estimates that the Portuguese fixed telephony market will
reach 2.2 billion Euros in 2001. Foreign investors have 0.4% of
the market, and the countries with the largest investments are
France and Spain.
Table 22-2 shows fixed operators, and Figures 22-1 to 22-3 show
fixed operator market shares.
Table 22-2
Public Fixed-Telephony Operators in Portugal
Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Portugal Telecom

National

Local, LD, ILD

Both

Oni Telecom
Infocommunicac
ao

National

Local, LD, ILD

Both

Sonae.com/Novis

National

Local, LD, ILD

Business

Jazztel

National

Local, LD, ILD

Both

Eastécnica

National

Local, LD, ILD

Both

HLC

National

Local, LD, ILD

Both

Operator

Source: IDC, 2001

Figure 22-1
Portugal: Fixed-Telephony Operator Market Shares by Direct
Subscribers

0.26%

PT
Others

99.74%

Source: ICP, http://www.icp.pt/publicacoes/estcom/stcm/sft4_00uk.html
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Figure 22-2
Portugal: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

1.78%

PT
Others

98.22%

Source: ICP, http://www.icp.pt/publicacoes/estcom/stcm/sft4_00uk.html

Figure 22-3
Portugal: Fixed-Telephony Operator Market Shares by Revenue
(Direct and Indirect Subscribers)

5.10%

PT
Others

94.90%

Source: IDC, 2001
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Overview of telecommunications access infrastructure
Fixed Access: PT owns nearly all fixed infrastructure, with the
exception of some CATV lines operated by TV Cabo.
CATV Access: CATV infrastructure is owned by two operators,
the PT subsidiary and TV Cabo. Together they cover nearly 60%
of Portuguese homes.
Fixed-Wireless Access: There is a small degree of BFWA
infrastructure now in place in Portugal’s major cities, but BFWA
operators have not reported exact coverage figures since
launching service. The ICP does report that 29.3% of all new
lines of new providers were offered over BFWA connections as of
the end of Q1 2001
Mobile Cellular Access: The whole country has a choice among
three mobile operators, all of whom own their own networks.

Mobile market overview
The aggressive competition experienced in the Portuguese GSM
market after the launch of Optimus was the driving force behind
price cuts throughout 1999 and 2000. Portugal was also the first
country in Europe to experienced pre-pay services, when TMN
launched the first prepay package back in 1995. Portugal is a fast
growing market and the penetration rate reached 72% at the end
of June 2001, with 7.2 million subscribers. The companies that
operate mobile services in the country are Telecel-Vodafone, own
for the majority by the Vodafone Group, TMN and Optimus, the
newest of the three, partly owned by the Grupo Sonae and
France Telecom-Orange.
In December 2000 the Portuguese government awarded four 3G
licenses. The bidding was conducted via beauty contest at a fixed
price. The companies, which were granted a 3G license were:
TMN, Telecel, Optimus, and ONI.
Telecel, Optimus and TMN have recently launched their GPRS
services.
IDC estimates the Portuguese mobile market will reach 1.7
billion Euros in 2001, with foreign investors from the UK and
France making up 21% of the total.
Table 22-3 shows mobile operators, while Figures 22-4 to 22-6
show market shares.
Table 22-3
Mobile Operators in Portugal
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Telecel

GSM900/1800

100

both

TMN

GSM900/1800

98

both

Optimus

GSM900/1800

99.9

both

Source: IDC, 2001
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Figure 22-4
Portugal: Mobile Operator Market Shares by Subscriber

21%

TMN

45%

Telecel
Optimus

34%

Source: IDC, 2001

Figure 22-5
Portugal: Mobile Operator Market Shares by Minutes of Use

21%

45%

TMN
Telecel
Optimus

34%

Source: IDC, 2001
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Figure 22-6
Portugal: Mobile Operator Market Shares by Revenues

21%

TMN
47%

Telecel
Optimus

32%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Portugal Telecom
Ownership: Portugal Telecom is the country’s incumbent
operator. The Portuguese government owns a little under 2% of
the operator, and the remaining shares are publicly traded.
PT’s market capitalization as of end-September 2001 was 9.43
billion Euros.
Services: PT offers fixed telephony services through its main
division. In 2000 Portugal Telecom formed a separate business
unit, PT Prime, to serve key business clients. PT Prime includes
voice, leased lines, broadband, and IP-VPN services as well as
eCommerce solutions, Web-hosting, and ASP services. Like its
counterparts throughout Europe, Portugal Telecom has
dominated its domestic data services sector even though data
services have been liberalized for several years.
PT also offers ADSL, cable TV and broadband cable access
through subsidiary TV Cabo.
International Strategy: Nearly 10% of PT’s revenues now come
from its international operations and partnerships, which
encompass several continents. These are based on its historical
colonial ties in South America, Africa, and Macao, and include:
Brazil
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•

A majority share in Telesp Cellular in the state of Sao Paolo

•

An indirect stake in fixed-line operator Telefonica de Sao
Paolo
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•

A minority stake in fixed-line operator CRT and Telefonica
Cellular, both in the state of Rio Grande do Sul

•

A stake in paging operator Mobitel

China/Macao
•

Holdings in providers of CATV, cellular, and directory
services

•

A minority stake in Telesat, a satellite broadcaster in China

Africa
•

A 34.5% stake in cellular operator Medi-Telecom in Morocco

•

A 25% stake in cellular operator Mascom Wireless in
Botswana

•

Stakes in fixed and mobile operators in Cape Verde

•

Stakes in operators in Guinea-Bissau, Sao Tome e Principe,
Kenya, Angola, and Mozambique

Alliances and
Partnerships: PT has established strategic
partnerships with other international operators BT, MCI, and
Telefonica to complement its international strategy. In Brazil, it
has additional partnerships with Microsoft and Globo.
Strengths and Weaknesses: PT’s strength is that it is an
incumbent operator in a small country, so is not likely to see as
many foreign competitors enter its home ground as have its
southern Europe neighbors Spain and Italy. Most of the new
operators in Portugal are groups of domestic utilities,
companies, and investors, with little or no prior experience
providing telecoms services. PT is also at an advantage since the
regulator never required it to sell its cable TV division, and is
now able to offer higher-value broadband services over that
network, which reaches over 60% of Portuguese homes.
Furthermore, PT was well prepared for liberalization as it already
has a large revenue source in its international operations to
make up for its loss in domestic market share.
PT’s weakness, however, is that the areas where it has an
advantage generate much less revenue than those segments that
are threatened by competition. In 1999, nearly 80% of its
revenues came from fixed telephony and wholesale services. Only
a fraction of its total revenues come from data, multimedia,
value-added services and international operations. Since
telephony margins will continue to be squeezed, PT will need to
diversify its service offerings to both consumers and businesses
in order to counteract lost revenues from its traditional cash
cow.
Oni Telecom Infocommunicacao (E3G)
Ownership: Oni Telecom is 67.5% owned by EDP, the electricity
utility, 27.5% by Groupo BCP, and 5% owned by Gas de Portugal.
Oni operates its own 20,000km fiber optic network, which covers
around 80% of the country
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Services: ONI is a fixed-line operator offering data, voice, and
Internet services, and was the first operator to receive a public
fixed telephony license in Portugal after liberalization began. It
has partnership agreements with Equant, Cable & Wireless, and
Grapes Communications.
Strengths and Weaknesses: Oni has an advantage that is has its
own network and agreements in place with pan-European and
global operators. However, Oni is new to telecoms provision.
Sonae.com/Novis
Ownership: Sonae.com is the joint-venture operation of Sonae
Group (56.7%) — which currently provides private data
communications services—and France Telecom (43.3%), both of
which are shareholders in the cellular operator Optimus.
Sonae.com has a public fixed telephony license and launched
direct access telephony services to the business sector and
indirect access services to consumers from the beginning of
2000 under the brand name Novis. Sonae.com also owns a BFWA
license.
Sonae.com has stakes in several IT and communications
companies in Portugal in addition to Optimus and Novis,
including:
•

Clix, an Internet portal

•

Altitude Software

•

Despegar.com, a Spanish-language travel company based in
the US

•

E-Deal, an online financial services company

•

WeDo, an IT consulting firm

•

Ocasio, an online auction portal

International Strategy: Sonae.com has plans to become an
international player, as it recently announced plans to expand to
Brazil.
Strengths and Weaknesses: Sonae.com’s key strengths are its
share in profitable cellular operator Optimus and its existing
client base for datacoms services. In addition, Sonae.com now
has a wide market presence in all communications service areas,
focuses on the more lucrative business market, and was awarded
a BFWA license. However, the operator will need to be careful as
it is spending heavily and quickly on acquisitions which will
need to be integrated into its business or else they will provide a
drain on resources.
Eastécnica
Ownership: Eastécnica is 95% owned by Web-Lab, an Internet
content company comprised of Portuguese investors.
Services: The operator has provided C&W global services in
Portugal since 1996, and was awarded a license to provide fixed
voice services beginning in 2000. Eastecnica also offers
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videoconferencing, Internet access, satellite access, and call
center services.
Strengths and Weaknesses: Eastecnica’s tie with C&W make it
attractive to large corporates with offices elsewhere in Europe.
However, it appears to have a conflict of interest in its ownership
structure which may cause problems in the future with
Portuguese competition authorities: Lusomundo, the
Portuguese media company, owns a stake in Web-Lab,
Eastecnica’s owner. In turn, Portugal Telecom owns a stake in
Lusomundo.
Other operators
Jazztel: Jazztel is a wholly owned subsidiary of the Spanish-based
operator of the same name. The operator is building a broadband
fiber-optic local access and backbone network to provide services
in Spain and Portugal. Although it can benefit from being part of
an established Spanish alternative operator, Jazztel is not a
strong competitor in the Spanish market.
Teleweb: Teleweb is owned by Grupo Finantel, a holding
company with stakes in several communications-related
companies in Portugal and Brazil, and offers voice and Internet
access to consumers and businesses. Although it has a valuable
asset in its BFWA license, it has lost one of its original investors:
FirstMark was a key investor in the venture when it bid for a
BFWA license, but has since pulled out of Portugal.
HLC Telecomunicacoes & Multimedia: HLC Telecomunicacoes
& Multimedia (HLC Tel) is a subsidiary of HLC Group, a
conglomerate which owns interests in companies in the energy,
healthcare, environment, and real estate sector. HLC offers voice
and Internet access services as well as Web-hosting and
multimedia services.
HLC’s owner has deep pockets, and is present in several diverse
vertical sectors which gives a base to build on B2B and B2C
commerce services. In addition, the HLC Group’s participation
in the energy sector gives it some knowledge of dealing with a
public utility. However, HLC is new to telecoms, and does not
have a partner with experience providing telecoms services in a
liberalized market.
Mobile Operators
TMN
TMN launched services in March 1991 and is the leading
operator in Portugal. The company is the first operator in the
world to have launched a prepay service in 1995.
Ownership: Portugal Telecom 100%
Services: Although the majority of TMN customers owned a
prepay phone, TMN services are quite varied, from voice mail, to
fax, to email, to WAP, banking, customer service.TMN also offers
GPRS.
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Strengths and Weaknesses: TMN was the first operator to
launch a pre-paid service and successfully introduced innovative
ways for consumers to top-up their call time. TMN has continued
to be the market leader despite a competitive marketplace.
However, the majority of customers are pre-paid users, which
have not been profitable
Telecel
Telecel, the second largest mobile operator in Portugal launched
its mobile services in October 1992. The company has currently
more than 2.4 million mobile subscribers. As of October 1, 2001,
Telecel’s market capitalization was 1.4 billion Euro.
Ownership: Vodafone Group 50.9% (UK), Free float 49.1%
(PORTUGAL)
Services: Telecel offers both mobile and fixed services. On the
mobile side, the company offers its customers prepay services,
HSCSD, GPRS, WAP, voice services
International and domestic alliances: In October, Telecel and
CFocus (a company controlled by Novabase) formed CelFocus, a
joint venture company to develop and commercialize Customer
Relationship
Management
(CRM)
solutions
for
telecommunications
companies,
both
nationally
and
internationally. Telecel owns 45% of the share capital of
CelFocus.
Strengths and Weaknesses: Telecel targets all market segments,
and through the Vodafone brand, the operator will be able to
increase its presence in the corporate market and benefit from
pan-European services. However, it continues to lag behind
TMN.
Optimus
In September 1998, Optimus launched its GSM900/1800
networks. The operator, the smallest of the three operators in
Portugal, has currently over 1.5 million customers. Optimus has
as of September 2001 the most complete GPRS coverage in the
country covering almost the entire country – the other operators
do not have as high coverage – and have launched a program
with a number of partners (Ericsson, HP, SUN, and local
companies) to develop GPRS and 3G services
Ownership: Grupo Sonae 51% (PORTUGAL), France TelecomOrange 20% (FRANCE), Public Float 29% (PORTUGAL). The
Sonae Group is itself held by the public 47.9% and a private
holding called Efanor Investments (52.1%).
Strengths and Weaknesses: Optimus has established itself in a
short period of time, but is largely consumer focussed and needs
to focus on corporate customers.

Internet Market Overview
The Portuguese government promotes Internet initiatives
strongly and has adopted several measures including an
initiative launched in August 2000 to be implemented by the
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Minister for Science and Technology. The initiative sets a
number of objectives including the increase in Internet
penetration in households, businesses and public administration
by reducing tariffs, promoting the commercial launch of ADSL
services and an increase in the volume of ecommerce.
Although Portugal was one of the last countries to liberalize its
telecoms market, competition is taking off fairly quickly. The
Internet access market in Portugal has grown rapidly during
2000 although there are only 13 ISPs. The largest ISP in
Portugal is Sonae.com, which owns free ISP Clix. Sonae.com
appears the most likely ISP to introduce unmetered access in
Portugal. In February 2001, Portugal’s telecommunications
regulator Instituto de Comunicacoes de Portugal announced
maximum tariffs Portugal Telecom is allowed to charge
alternative ISPs for flat rate Internet access. The Portuguese
government has instructed ICP to fix a price to allow alternative
ISPs to offer their services at competitive rates. Although
Portugal was one of the last countries to liberalize its
telecommunications market, it is among the first to launch
wholesale dial access to the ISP market.
Portuguese providers have played little if any role in European
acquisitions and focus more strongly on the Latin American
market.
IDC estimates that Portugal will have 592,000 Internet
connections by the end of 2001.

ISP Profiles
PTM.Com (PT Multimedia)
In July 1999, former Portuguese monopoly Portugal Telecom
launched a new unit, PT Multimedia (PTM) and PTM.com in
order to group its cable TV and Internet operations into an
independent subsidiary. As of October 1, 2001, PTM.com had a
market capitalization of 499 million Euro.
PTM.com was established in March 2000, in order to manage the
online assets of parents Portugal Telecom and its multimedia
subsidiary PT Multimedia. PTM currently operates Portugal’s
subscription ISP, Telepac, and free ISP NetSapo with 416,000
subscribers (end-September 2000). PTM.com is 15.8%-owned by
Portugal Telecom, 63.6% by PT Multimedia and the remainder in
free float. PTM.com also owns portals sapo.pt, speedy.sapo.pt and
zip.net in Brazil.
In the move to broadband Internet access, PTM.com can
increasingly rely on cable and mobile services from Portugal
Telecom and PTM. PT Multimedia has a 100% stake in pay-TV
operator Cabo, which claims 780,000 subscribers (endSeptember 2000). The cable operation passes 2.1 million
households of which 200,000 have been connected in Portugal.
Sonae.com
Sonae.Com is the Internet and telecommunications unit of
conglomerate Sonae. Clix, is the operating division within
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Sonae.Com responsible for all subscription-related Internet
activities. It offers a subscription-free access service and is the
second most-visited portal in Portugal.
Sonae.Com’s vertical portal and ISP Clix will be able to work
with strategic partner Impresa, a media group, as well as with
Publico to generate content.
Of its 197 direct access clients, 58 use the company’s fixedwireless access service. Novis is expected to benefit in 2001 from
the rollout of DSL following the regulatory requirement that
Portugal Telecom unbundle local loop access.
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Chapter 23
Romania
Overview
Regulatory developments

Licenses: Romania’s telephony market remains under monopoly
control by the incumbent operator, RomTelecom, until 2003.
However, competition is being introduced gradually in some
services. Below is a list of some of the most important licenses
issued:
•

1 monopoly concession to RomTelecom for basic telephony
services

•

1 NMT analog mobile license

•

3 GSM licenses

In 2000, there were 226 registered Internet Service Providers
(ISPs) in Romania. Meanwhile there are two data transmission
operators (GlobalOne and Logic) and several hundred CATV
providers.
The telecoms market in Romania will be fully liberalized in 2003.
Since 1991, the segments that have been liberalized are terminal
equipment,
data
transmission,
CATV,
and
mobile
communications.
In May 2001, the IT and Communications Minister announced
that Romania would be considering licensing two fixed voice
telephony by the end of 2001. The government has stated that it
feels three operators is optimal for competition – and that it
wants the new operators prepared by the time the market is
liberalized.
At the same time, the Minister suggested that 3G operators
would also be licensed within the same time frame. However,
later it was suggested that the auction for four licenses would be
postponed until early 2002. The government is expecting to earn
Euro 2.18 billion from the tender. However, of the existing
mobile operators, only MobiFon has expressed interest in
bidding.
The National Radiocommunications Company (SNR) announced
in March 2001 that it would begin to offer broadband services,
including fixed wireless, in May. Initially, the service will only be
available in Bucharest, but plans are to expand services to all
major cities by 2002. SNR is one of the first to offer broadband
to Romanian customers. A small number of CATV operators have
offered cable modem service in Romania for a couple of years,
but these services are on a very small scale.
Disputes: In early 2001, mobile telephony operator Telemobil
announced plans to place 4,000 public pay phones on a
countrywide network, in mostly rural Romanian areas; it
claimed to already have installed 450. This created tensions
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between the mobile operator and the incumbent operator.
Romtelecom claims all fixed telephony is barred from
competition, under the 1998 contract that entitles it to a
monopoly. Telemobil argues that the license granted Telemobil
in 1992 does not bar it from providing rural voice telephony
services – no matter mobile or fixed. Romtelecom does not
agree and is suggesting that it will take legal action against
Telemobil.
LLU, CPS, and NP: As the Romanian market is not yet
completely liberalized, policies toward unbundling, carrier
selection and number portability have not yet been clarified.
Changes in regulatory authority: Romanian telecom law was
regulated under the governmental body the National Agency for
Communications and IT up until the end of 2000. The new
government under the guidance of Prime Minister Ion Iliescu,
which was voted into power in November 2000, restructured the
regulatory authority and formed the Ministry for
Communications and IT. The Ministry is the main regulatory,
licensing and policy making body in Romania. As of yet there is
no autonomous, non-governmental national regulatory
authority.
State of Competition in Telecoms Services
Fixed Telephony: Due to Romtelecom’s monopoly, it is not
possible to enter the voice telephony market until 2003.
However, as VoIP is now likely to be authorized later in 2001, it
may become possible for competitors to enter by offering
international VoIP services. Romanian Railways (SNCFR) is
making preparations to enter the basic voice services market,
when it is liberalized
Access to fixed-voice telephony is amongst the lowest in all of
Europe at 17% of the country’s 22 million population.
Leased Lines/Managed Data Services: Romtelecom owns most
leased lines and thus has control of this market, though a
competing operator, Logic Telecom, offers access over LMDS
fixed wireless. Logic also competes with Romtelecom providing
X.25 and frame relay services, and has the additional advantage
of offering international frame relay through a partnership with
BT. A third data operator is Equant.
Internet: The Internet service market is competitive with few
entry barriers, but all ISPs are dependent primarily on
Romtelecom for infrastructure. Data services are also dependent
upon Romtelecom or SNR for infrastructure.
Mobile: Currently, there are four mobile telephone network
operators in Romania. The two leading companies, Mobifon and
Mobil Rom, have been operating on GSM 900 networks since
1997. These two operators control over 90% of the market. The
most recent entrant onto the market is Cosmorom. A subsidiary
of RomTelecom, Cosmorom holds exclusive rights to operate on
the 1800 MHz GSM frequency. In addition to the three GSM
operators, Telemobil holds a license to operate on an analog
NMT 450 network. Telemobil has been struggling to maintain a
niche for its analog mobile services, with limited success. A
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recent change in ownership might help the fledgling operator, as
the new owners are preparing to expand the network and invest
large sums of money into the company (see Telemobil profile
below).
CATV: The CATV business is competitive and highly fragmented
along regional lines, with few operators having more than 10,000
subscribers, though there are some larger companies. UPC, in
particular, is a leading operator, with 289,000 subscribers in
early 2001. Another large operator is Astral Telecom, which has
consolidated several CATV operators and also provides Internet
access in many of its service areas.
Internet: Romania is one of the few countries where the
incumbent does not own an ISP subsidiary. Internet access is
competitive with over 200 ISPs registered in 2000. Romtelecom’s
absence in the ISP market has allowed smaller ISPs to develop.
This situation may change in the near future, however, as
RomTelecom has announced plans to enter the Internet access
market.
Broadband: Romtelecom does not offer DSL and therefore there
is no DSL in Romania at present. Several CATV operators
recently acquired by Astral offer broadband Internet access,
making Astral the leader in this area.
BFWA is now making an appearance in Romania. SNR, the stateowned broadcasting operator, is now operating a trial BFWA
network in Bucharest with plans to role out services in other
cities. So far this service only being provided to Bucharest
residents, but SNR holds that by 2002 broadband access to the
Internet will be available in main towns throughout Romania.
Logic Telecom is also offering BFWA.
Ease of entry into telecoms market sectors
Fixed Telephony: Fixed telephony is under a monopoly, and only
the incumbent RomTelecom can offer services on a fixed
network.
Leased Lines/Managed Data Services: This remains an
underdeveloped segment, with RomTelecom being the strong
actor on the market. Entry will thus mean leasing links from
Romtelecom, whose infrastructure is of varying quality and
coverage in different regions. However, there is increasing
competition from Logic Telecom and Equant for international
services.
Mobile: Entry to the mobile market depends upon the
government’s licensing plans. In the event the government were
to issue an additional license for GSM and/or 3G, the new
entrant would find entry difficult due to the strength of the
leading two operators, growing penetration rate (now nearly
16%) and low income levels, especially outside major cities.
CATV: Entry to the CATV market requires a permit, though any
investors may find it a better option to attempt to acquire other
operators and consolidate the industry.
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Internet: The Internet access market is competitive. The biggest
hindrance to any new entrants is the relatively small Internet
access market in Romania. Additionally, with little alternative
infrastructure in place, new entrants will mostly have to rely on
RomTelecom’s infrastructure for some time to come
Broadband: Entry to the broadband market is easiest via cable
modem services over CATV networks, and there have been a few
operators that have chosen this method in recent years. Fixed
wireless is now becoming an option, but use of this technology
requires a license, which depends upon government frequency
licensing plans. Entry via DSL is not possible as RomTelecom
does not offer DSL wholesale services and there is no LLU.
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Table 23-1
Telecommunications Market Indicators: Romania
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

17%

17%

0%

Household penetration (%)

46%

46%

0%

% of total subs that are consumer

90%

90%

0%

% of total subs that are business

10%

10%

0%

Total PSTN/ISDN revenues (Meuro)

759

769

1%

Population penetration (%)

11%

16%

5%

Total mobile revenues (Meuro)

574

749

31%

Total Internet connections (000)

123

184

50%

% of connections that are consumer

29%

31%

2%

% of connections that are business

71%

69%

-2%

Total connections (000)

3,200

3,300

3%

Total homes passed (000)

3,500

3,600

3%

Total connections (000)

1.4

1.9

39%

DSL connections

0.0

0.0

0%

Cable modem connections

1.1

1.2

9%

BFWA connections

0.2

0.6

200%

Fiber connections

0.1

0.1

40%

Total connections (000)

40.1

41.1

2%

Total analogue connections

35.0

34.0

-3%

Total digital connections, of which:

5.1

7.1

38%

Up to and including 64K

4.6

6.3

37%

>64K, <2M

0.4

0.4

26%

2M

0.1

0.2

75%

>2M

0.1

0.1

180%

PSTN/ISDN

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public fixed voice telephony market overview
As the Romanian telecoms market has not been completely
liberalized and Romtelecom operates a monopoly, customers
have no choice as to fixed voice service. The monopoly will come
to an end on January 1, 2003.
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In 2001, IDC forecasts the telephony market in Romania will be
Euro 932m. This amount is comprised almost solely from
revenues from Romtelecom, which is 35%-owned by Greece’s
OTE.

Overview of telecommunications access infrastructure
Fixed Access: Romtelecom is the sole owner and operator of all
fixed lines, until the monopoly ends in 2003. As such,
Romtelecom controls all leased lines, providing services to other
telecoms operators, including ISPs.
CATV Access: The high CATV penetration—nearly equal to
telephone penetration—provides an alternative access lines to
many homes, but most of these networks would require
tremendous amounts of investment to enable bi-directional
services.
Fixed-Wireless Access: SNR’s BFWA trial in Bucharest is now
underway using Ericsson equipment, and if successful, the
company intends to role out services in other cities later in 2001.
Other companies, including Logic Telecom and FX Internet now
also claim to provide fixed wireless access.
Mobile Cellular Access: Wireless access spreads over almost 75%
of Romania’s geographical area.

Mobile Market Overview
In 2001, IDC forecasts the mobile market in Romania will be
Euro 832 million. Foreign investors are present in each of the
mobile operators in some form. The foreign investors’ share of
the market is 88%, with the most prominent investors
originating in France, the US, and Greece.
Table 23-1 shows mobile operators, while Figures 23-1 to 23-3
show operator market shares.
Table 23-2
Mobile Operators in Romania
Operator

Standard

Population
Coverage

Target markets
(business/consumer)

Mobil Rom

GSM900

91

Both

Mobifon

GSM900

90

Both

Cosmorom

GSM1800

N/a

Both

Telemobil

NMT450

N/a

Business

Source: IDC, 2001
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Figure 23-1
Romania: Mobile Operator Market Shares by Subscriber

5% 1%
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Source: IDC, 2001

Figure 23-2
Romania: Mobile Operator Market Shares by Minutes of Use

1%
4%

Mobifon
48%

MobilRom
CosmoRom

47%
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Source: IDC, 2001
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Figure 23-3
Romania: Mobile Operator Market Shares by Revenue

1%
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Mobifon
49%

MobilRom
CosmoRom

47%
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Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
RomTelecom
Ownership: Since 1998, Greek OTE has controlled 35% of
Romtelecom, while the Romanian state owns the rest of the
company. Five percent of the company was to be sold to
RomTelecom employees, but this has not happened. The
Communications and IT Minister declared in May 2001 that an
additional stake in Romtelecom might be put up for sale later in
the year, and OTE has stated that it is interested in acquiring a
greater share in the incumbent operator.
Services: RomTelecom is the sole provider of fixed telephony in
Romania. The operators also providers leased lines, and packet
data services. A new CEO appointed in July 2001 has made
several statements suggesting that the company wants to launch
new services. In September 2001, he suggested that previously
money has not been invested in viable projects. He is planning
turning RomTelecom’s investments away from traditional areas
such as voice and towards newer services. These services include
VoIP and virtual private network services, as well as services now
on offer in most other Candidate countries such as DSL and
ISDN. RomTelecom’s own ISP is slated to begin providing
services as of the last quarter of 2001
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In the mobile business, Romtelecom offers mobile telephone
service on its Cosmorom GSM 1800 network. However, its late
entry to the mobile market leaves it trailing the two leading
operators. With heavy investments, Cosmorom expects to
achieve 100% coverage of the country by 2002. The new CEO has
stated that Cosmorom must eliminate its financial troubles.
RomTelecom has blamed its financial troubles on the costs that
Cosmorom has absorbed. According to OTE, RomTelecom lost
Euro 14.7 million in the first half of 2001.
Strengths and Weaknesses: Romtelecom will lose its monopoly
over fixed telephony in 2003, at which point the market will be
open for competition. While this will mean that Romtelecom
will be able to operate with less regulatory intervention, it will
also mean that it will be exposed to competitors that will surely
attack the company’s more lucrative businesses first.
The company’s subsidiary Cosmorom, is one of three mobile
operators, but its late entry and slow start leave it in a weak
position.
The main challenge facing Romtelecom has been insufficient
network coverage. The company has begun to invest more
money into its development. It plans to put over Euro 650m
towards installing 800,000 additional fixed lines in 2001. Its aim
is also to increase the network’s digitalization rate to 70%, from
the current 50%.
Mobile Operators
Telemobil
Ownership: Telemobil is owned by London-based Inquam (98%),
RomTelecom (1%), and SNR (1%).
Services: Telemobil operates mobile telephone service on a 450
MHz network. By the end of 1999, Telemobil had approximately
20,000 subscribers (more recent statistics are not available). Its
focus is more on corporate clients and rural telephony, as it
seeks to find a niche where it can compete against the two
dominating GSM operators.
Telemobil has for long been the weakest mobile operator on the
market, undergoing several ownership changes in the past
decade. However, its new foreign ownership has plans to change
Telemobil by making large investments into the company.
Inquam, its major shareholder, has stated that it plans for
Telemobil to be the first provider of 3G technology in Romania.
Strengths and Weaknesses: Telemobil has struggled to compete
against GSM operators in recent years. With solid competition
on the market from Mobifon and MobilRom, Telemobil has had a
hard time carving out a niche for itself. As a way to assert itself
on the market, the company has turned to focus greater
attention on the rural customer and on businesses.
Low capacity severely restricts Telemobil. The main shareholder
Inquam has great plans for Telemobil, including broader data
transmission services. However, Telemobil’s analog network can
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not support such heavy traffic. The company will need to
implement digital broadband technology.
MobiFon/Connex GSM
Ownership: In April 1997, the MobiFon Company (operating as
Connex) emerged out of an alliance between Telesystems
International Wireless Corporation of Canada, Vodafone, and the
International ROMGSM Holdings Limited (a consortium of
European financial investors led by Chase Capital Partners).
After restructuring, MobiFon is now controlled by TIW’s
subsidiary, ClearWave NV.
Services: MobiFon’s main business is mobile voice telephony,
additionally it offers data (WAP) and fax services, and has
launched an ISP called Xnet. When it launched Xnet in July
1999, it was the first mobile provider who offered complete
Internet service. Xnet provides access through dial up or
dedicated access and Web hosting services. In August 2001,
MobiFon launched myXnet.com, an information service that can
be accessed over the Internet or through mobile phones
providing information on a range of topics including business,
sports and entertainment.
WAP services were introduced in mid-2000. In July 2001,
MobiFon began testing GPRS.
Mobifon and Cosmorom, which operates on the GSM 1800 MHz
network in Romania, initiated a plan on April 19, 2001 to allow
customers to send SMS messages between the two networks.
This signifies a marked decision on Mobifon’s part. In the past,
Mobifon and Mobil Rom have agreed to keep competition at bay;
however, in early 2001 somewhat of a price war erupted.
Analysts speculate that forming alliances will be the operators’
indirect way of continuing the dispute.
Mobifon, in alliance with a group of small, local companies and
UTI Italy, launched a service to provide a vehicle tracking system.
It is based on a satellite, global positioning system and data
transmission.
Strengths and Weaknesses: Mobifon—along with its chief
competitor MobilRom—has done very well to expand the mobile
market in Romania at an impressive pace. The two operators
have been growing very rapidly, both maintaining similar
subscriber numbers through effective marketing and
promotions. Now that competition is increasing, however, it may
be more difficult for Mobifon to distinguish its brand from the
competition. The company’s introduction of new services may be
a crucial factor. Mobifon was the first mobile operator to
introduce WAP technology in Romania. It launched the service
in the summer of 2000, whereas MobilRom only began to offer
the service in February 2001. Additionally, the company’s Xnet
ISP may be a long-term benefit for marketing purposes.
Mobil Rom
Ownership: Mobil Rom’s ownership structure is as follows:
France Telecom Mobiles International (46.35%), France Telecom
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Participation Belgium (21.45%), Norington Enterprises (7.48%)
and Tomen Corporation (5.45%). France Telecom formed
MobilRom as a consortium with Romanian partners and
investors, in response to the Romanian Government’s tender for
GSM 900 licenses.
In spring 2000, France Telecom bought British based Orange,
and formed New Orange. On February 1, 2002, Mobil Rom will
change its name to Orange Romania.
Services: Mobil Rom offers mobile telephony services over a
GSM 900 MHz network. In February 2001, it introduced WAP
services. At the same time, it launched per-second charging for
all subscribers.
Partnerships: One of Romania’s leading mobile telephone
distributors, GlobalNet, began working with Mobil Rom in the
end of 2000. GlobalNet had previously been Mobifon’s exclusive
partner. In addition to working with Mobil Rom, it will also sell
Cosmorom handsets.
Strengths and Weaknesses: Mobil Rom surprised many with its
quick success in Romania. The company, along with MobiFon,
quickly expanded the mobile market, profiting in part from the
underdeveloped nature and slow response of Romtelecom and its
fixed-line networks. The two have been running neck-and-neck
since launch using extensive marketing and promotions. As the
two continue to expand their coverage and increasingly offer
data and Internet services, competition will become more
complex. Mobil Rom’s major shareholder, France Telecom, will
be a substantial benefit in that process, due to its tremendous
international experience. But with Vodafone in MobiFon’s
pocket, the pending competition promises to continue to be a
close match.

Internet Market Overview
The majority of ISPs use Rom Telecom's network infrastructure
to provide Internet access services to end-users. In May 2001,
however, SNR announced it will provide network services for
ISPs over its backbone. Currently, the leading ISPs in Romania
include Dynamic Network Technologies SRL, KPNQwest,
Euroweb Romania SA, Xnet, Astral Internet, Logic Telecom SA,
PC-Net DataNetwork SA and Romanian Data Systems SA.
Romtelecom announced in May 2001 that it would begin offering
Internet access services to end-users through its new ARTelecom
division.
IDC estimates that Romania will have 124,327 Internet
connections in 2001.
ISP Profiles
KPNQwest
In its previous incarnation, EUNet, the company entered the
market in 1993 as the first ISP in Romania. In 1999, the
company was bought by KPNQwest and continues operations
under this name. KPNQwest BV–The Netherlands holds 100%
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ownership of the Romanian division and connects the ISP to its
backbone via Vienna. The company maintains 16 POPs across 8
cities (Bacau, Brasov, Bucharest, Cluj Napoca, Constanta,
Craiova, Ploiesti, and Timosoara) with two POPs (one 56 Kbps
and one 33.6 Kbps) for each city. It operates a data center for
basic hosting and server housing services.
In Romania, KPNQwest’s primary clients are second and thirdtier ISPs. Other corporate clients are also provided with leased
line connections. Dial-up accounts represent a very small
percentage of total business.
PCNET
PCNET entered the Romanian ISP market in 1994. The
company’s ownership is divided among 3 private Romanian
investors, who hold a collective 60% stake in the company, and a
40% stake held by the European Bank for Reconstruction and
Development (EBRD). EBRD investment came in 1999 and was
used in part to expand operations and focus on providing
services to large businesses.
PCNET is trying to focus more on business clients with
dedicated access and less on residential dial-up accounts. PCNET
now provides dial-up access, leased line access, BFWA
connections, voice over IP services, videoconferencing,
eCommerce and virtual private networks. The ISP maintains a
56 Kbps POP in Bucharest and 33.6 Kbps POPs in Alexandria,
Braila, Brasov, Bucharest, Calarasi, Craiova, Galati, Giurgiu and
Olt. One of the company’s 2001 goals is to expand coverage and
interconnectedness to other areas of the country including
Constanta, Cluj Napoca and Timosoara. The company also offers
satellite link access.
MobiFon (Xnet)
Romanian mobile provider MobiFon offers Internet access
services through its Xnet division. Additionally, the company
offers a portfolio of Internet access services for the mass market,
businesses and institutions, including dial-up access, leased
lines, and BFWA. Local dial-up access points are available in all
counties in Romania, giving the ISP nationwide coverage.
International connectivity is provided by its own satellite
connection backed up by the terrestrial fiber optic high-speed
lines. Additional Xnet services include e-mail, Web site and FTP
site hosting, Internet domain and subdomain registration and
hosting, Web design, customized Intranet design, and electronic
commerce services.
Dynamic Network Technologies
Cable TV provider Astral announced in March 2001 that it would
take over Dynamic Network Technologies (DNT). A new company
will be created to gather all the ISP activities of Astral Holding.
Besides DNT, this includes two other ISPs, Kappa and Codec,
acquired during the last year. The Soros Foundation, the main
shareholder in DNT, will take one third of the new company’s
capital. The deal has not yet been settled and is still under
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negotiation. Most of DNT's subscribers are located mainly in
major cities outside the capital region, including Timisoara,
Cluj-Napoca, and Iasi. DNT offers Internet connections based on
technologies such as dial-up, leased lines, cable, radio modem,
and GSM. In addition to Internet access, the company offers a
portfolio of consulting services for businesses, Web hosting,
security consulting, remote administration and technical
training.
Astral Internet
Astral Internet is the ISP and data communication division of
Astral Telecom. Astral Internet was created as a result of the
acquisition of the Internet department of CODEC Electronics
Product by cable TV operator TV Cablu (based in Cluj), that later
merged in July-August 2000 with Gameland (based in Galati),
Astral TV and Storm TV (both based in Cluj-napoca) into what is
currently the Astral Telecom Group. Other companies in the
group are: Kappa (Bucuresti), Acapia (Suceava), Dacoluci
(Mangalia), Metwooplast (Odorheiu Secuiesc) as well as several
other acquisitions completed by the end of 2000. The
predecessor of the Group, Astral TV was owned by Romanian
entities. In March 2000 AIG New Europe Fund managed by AIG
Capital Partners (the investment division of American
International Group) invested 20 million USD, resulting in the
consolidation of the Company, the acquisitions and the boost of
operations with more than 50% in 12 months.
Astral Internet started to offer Internet Services through the
cable network of TV Cablu in 1995 and currently has branches in
8 major cities. The company focuses mainly on the enterprise
segment, but also has some clients in the governmental and
educational sectors. The service offered include access services
via dial-up, leased line, optical fiber, cable and wireless.
Euroweb Romania SA
The company established the commercial Internet connection in
Romania in 1993. It has POP's in almost each county and dealers
in 43 cities. The company, known as Mediator, merged with
Sumitcom Rokura's Internet Division - RokNet and became in
July 2000 part of the Euroweb International, a regional ISP in
Central and Eastern Europe. Euroweb Romania is focusing
mainly on corporate Internet access and applications. Euroweb’s
portfolio of Internet access services includes a range of dial-up
and dedicated access services.
Logic Telecom SA
Logic Telecom SA provides domestic and international
telecommunications services in Romania, since December 1994.
The company’s strategy is to become a full multi-service
operator and provider. In the view of this strategy the Company
obtained a license to operate an LMDS network in 23 cities. In
June 2000, the Company completed the installation and final
testing of all 23 cities and launched in October 2000. The major
clients are banks, private companies, investment funds,
multinationals and the Bucharest Stock Exchange. Services
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provided by the company include leased line and dial-up Internet
connections as well as satellite communications, TV and radio
broadcasting, global data communication, integrated solutions.
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Chapter 24
Slovakia
Overview
Regulatory developments
The Slovak government has set the date of January 1, 2003 for
the completion of liberalization of the telecoms market. As such,
Slovak Telecom retains an exclusive concession to provide
telephony services until that date. Slovak Telecom was also fully
state owned until July 2000, when the government sold 51% of
the company to Deutsche Telekom.

Licenses: The TU issues licenses for provision of telecoms
services. Between July 2000 and August 2001, the following types
of licenses had been issued:
•

1 for basic voice services

•

1 for NMT analog mobile services

•

2 for GSM digital mobile services, both in 900 MHz and 1800
MHz bands

•

3 for 26 GHz fixed wireless access

•

29 for public data services

•

21 for Internet

•

17 for voice over IP

•

17 for installation and operation of telecoms networks

•

6 for MMDS

The government announced in August 2001 that it aims to issue
a third mobile operator license early in 2002, this one a
combined 3G and GSM 900/1800 license.
Disputes: In one recent conflict, the Slovak competition
authority, the PMU, found that Slovak Telecom’s use of filters on
its Internet access network that limit the maximum download
speed to the end-user are an abuse of monopoly power. Some
ISPs criticized the newly independent telecoms regulator, the
TU, for staying out of the case and leaving it to the competition
authority to decide, but it is not clear which office should have
jurisdiction.
In another case, the TU intervened on behalf of consumers when
the dominant CATV operator, UPC, raised its prices late last year.
As in the other case, jurisdiction is not entirely clear, as the TU
has authority over telecoms prices, but not over broadcasting.

LLU, CPS, NP: Local loop unbundling, carrier selection and
number portability are expected to occur only after liberalization
of the telephony market in 2003.
Change in regulatory authority: Since the new telecoms law
went into effect on July 1, 2000, Slovakia has a new regulatory
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structure that largely complies with European Union standards.
The Telecommunications Office (TU) has become a mostly
independent regulatory authority, taking over duties such as
licensing from the Ministry of Transport, Post and
Telecommunications (MTPT) and tariff regulation from the
Ministry of Finance.

State of competition in telecoms services
Fixed Telephony: The incumbent, Slovak Telecom (ST), holds a
monopoly concession in telephony services until 2003.
Leased Lines/Managed Data Services: Data and leased line
services are fully open to competition, and licenses are available
upon request. However, leased line and data services feature little
competition at this time, probably due to the small size of the
market. This condition may change as telephony liberalization
approaches, and as new entrants arrive via the data market in
order to be fully in place in advance of their entry into the voice
market.
ST is the dominant leased line provider, though it faces some
competition in the backbone from Energotel, which was formed
by a consortium of state-owned energy distribution companies,
and which the government aimed to restructure into a formal
company in 2001.
In managed data network services, ST operates a Frame Relay
network, but its majority-owned subsidiary, EuroTel Bratislava,
leads the market with its own Frame Relay, X.25 and other
services. The choice of data service providers us mostly limited
to only two or three operators, though Internet access is more
competitive.
Mobile: In mobile services, there is limited competition. ST’s
subsidiary EuroTel is again the vehicle for ST’s participation. But
in this segment, EuroTel is the weaker of the two mobile
operators, with about 42% of the subscribers in the market.
In 1999, the government attempted to auction a third GSM
license, this one at 1800Mhz. However, the tender drew no
bidders, and the government issued the spectrum instead to the
two existing GSM operators, allowing them to begin providing
dual-band GSM services.
The government announced in August 2001 that it intends to
issue a combined GSM 900/1800 and 3G license to a third mobile
operator in early 2002.
Though it entered the market as the second mobile operator
challenging the former NMT monopoly, Globtel GSM quickly
climbed to a substantially larger market share by subscribers.
The company has since then managed to hold onto its lead,
though EuroTel continues to show slightly higher average
revenue per customer.
CATV: ST and its subsidiaries do not compete in CATV services.
In this industry, UPC is the largest operator with 312,000
subscribers in Q1 2001 – approximately half of the total market though there are many others throughout the country.
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Internet: Internet access is fully competitive with several
companies offering the service to both the consumer and
business segments. ST’s ISP is a leader in the market.
Broadband: There is little broadband access in Slovakia. UPC, the
leading CATV operator, does not yet offer the service. A large step
toward establishing a competitive industry was taken in mid2001 when three 26 GHz broadband fixed wireless access
licenses. There is no DSL at the moment as ST is now
aggressively promoting ISDN.
Ease of entry into telecoms market sectors
Fixed Telephony: Fixed telephony remains a monopoly provided
by Slovak Telecom until the end of 2002. New players in the
telephony market will find entry difficult after liberalization, due
to ST’s dominance of the local loop. For that reason, operators
will need to rely on their own infrastructure or the regulator’s
enforcement of local loop unbundling, carrier selection and
number portability to ease their entry to the market.
Leased Lines/Managed Data Services: Entry into the leased line
market is difficult primarily due to the challenges and costs of
installing the infrastructure. Entry into the managed data
services business is less difficult, as operators can lease backbone
capacity particularly from ST.
Mobile: Entry to the mobile industry is dependent upon
spectrum licenses, and with the government’s announcement in
August 2001 that it intends to issue a combined 3G and GSM
license to a third entrant in 2002, an important entry
opportunity is emerging.
CATV: The CATV market is competitive and fragmented. Market
entry requires standard permits, though a better option may be
consolidation of the existing operators via acquisition.
Internet: Entry to the Internet access market is straightforward,
as ISPs need to obtain standard licenses and to assemble a basic
network using leased capacity. The greater barrier in this market
is the improving level of competition, which might discourage
additional market entrants.
Broadband: In the absence of local loop unbundling or a
wholesale DSL offer from ST, entry to the broadband market is a
challenge. Operators must obtain network infrastructure such as
CATV networks, or obtain a fixed-wireless access license, which is
in limited supply.
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Table 24-1
Telecommunications Market Indicators: Slovakia
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

31.7%

32.2%

1%

Household penetration (%)

66%

66%

0%

% of total subs that are consumer

74%

73%

-1%

% of total subs that are business

26%

27%

1%

Total PSTN/ISDN revenues (Meuro)

338

333

-1%

Population penetration (%)

21%

37%

16%

Total mobile revenues (Meuro)

255

369

45%

81

110

36%

% of connections that are consumer

20%

21%

-2%

% of connections that are business

80%

79%

2%

600

630

5%

1,150

1,200

4%

Total connections (000)

0.3

0.8

140%

DSL connections

0.0

0.0

0%

Cable modem connections

0.1

0.2

200%

BFWA connections

0.3

0.6

127%

Fiber connections

0.1

0.1

60%

Total connections (000)

9.16

9.24

1%

Total analogue connections

6.3

5.5

-12%

Total digital connections, of which:

2.9

3.7

29%

Up to and including 64K

2.3

2.9

25%

>64K, <2M

0.5

0.7

43%

PSTN/ISDN

Mobile

Internet Access
Total Internet connections (000)

CATV
Total connections (000)
Total homes passed (000)
Broadband

Retail Leased Lines

2M

0.02

0.04

94%

>2M

0.001

0.002

55%

Source: IDC, 2001

Public fixed voice telephony market overview
Slovak Telecom is the sole provider of basic voice
telecommunications services in the Slovak Republic until
liberalization occurs on January 1, 2003.
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In 2001, IDC forecasts the telephony market in Slovakia will be
Euro 429m. This amount is comprised of revenues from Slovak
Telecom, which is 51%-owned by Deutsche Telekom of Germany.

Overview of telecommunications access infrastructure
Fixed Access: Local telephone lines are now effectively available
to nearly the entire population of Slovakia. Telephone
penetration in Slovakia was only about 21% in 1995, but five
years later, ST had increased that number to almost 33%. By
2000, ST had largely eliminated the waiting list for telephone
lines, and growth of the number of lines in service has slowed in
the past year. Growth of the number of telephone lines in the
future is likely to be driven more by ISDN upgrades than by
installation of new lines.
Slovak Telecom has met some of the demand for telephone lines
using narrowband wireless local loop, particularly in rural,
mountainous regions, where the cost and time required to
install copper cables was prohibitive.
CATV Access: With about 630,000 subscribers, cable television
lines offer one alternative to copper twisted pair cable for
providing telecoms services, and UPC, the largest cable operator
in Slovakia, has attempted to move toward broadband services
over its cables. However, the weaker international telecoms
market conditions in 2000 and 2001, along with the
unliberalized telephony market and the low level of development
of Internet services seem to be slowing the rollout of such
services.
Fixed-Wireless Access: Fixed wireless access is currently
available using the unlicensed 2.4 GHz spectrum, but since the
licensing of 26 GHz spectrum in the mid-2001, this access
technology should become more widely available in the latter
part of 2001 and into 2002.
Mobile Cellular Access: Mobile access is available in almost the
entire country, as both GSM operators, both of whom own their
own networks, offer coverage exceeding 98% of the population.

Mobile market overview
In 2001, IDC forecasts the mobile market in Slovakia will be
Euro 688 million. Foreign investors are present in each of the
mobile operators. The foreign investors’ share of the market is
68%, with the most prominent investors originating in France,
Germany and USA.
Table 24-2 shows mobile operators, while Figures 24-1 to 24-3
show market shares.
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Table 24-2
Mobile Operators in Slovakia
Operator
EuroTel Bratislava

Standard

Population
Coverage (%)

Target markets
(business/consumer)

NMT 450

98%

Both

98%

Both

GSM 900/1800
Globtel GSM

GSM 900/1800

Source: IDC, 2001

Figure 24-1
Slovakia: Mobile Operator Market Shares by Subscriber

40%
Globtel GSM
EuroTel Bratislava
60%

Source: IDC, 2001

Figure 24-2
Slovakia: Mobile Operator Market Shares by Minutes of Use

Globtel GSM
45%
55%

EuroTel
Bratislava

Source: IDC, 2001
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Figure 24-3
Slovakia: Mobile Operator Market Shares by Revenues

44%

Globtel GSM
56%

EuroTel Bratislava

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Slovak Telecom
Ownership: ST was converted into a joint-stock company in
early 1999, after which planning began for a tender to sell a 35%
stake in the company at mid-year. The process faced some delays,
but the government persisted and sold a 51% majority stake to
Deutsche Telekom in July 2000 for Euro 1 billion. The state
retains the other 49% of the company.
Services: ST’s core business is basic telephone service, for which
it has a monopoly until 2003. The company also offers nationwide dial-up and leased-line Internet access, as well as frame
relay, though basic telephony continues to account for the great
bulk of the company’s revenues.
In addition to the services that ST provides directly, it also has
majority ownership of EuroTel Bratislava, which is one of
Slovakia’s two mobile operators, as well as the market-leading
provider of managed data network services.
Strengths and Weaknesses: ST’s primary weaknesses are that it
is set to face competition in its core business after liberalization,
and that the alternative service areas, such as data transmission
and broadband services, are likely to grow much too slowly to
offset ST’s falling market share in voice services.
ST also has many strengths. The company has already
accomplished substantial reforms even prior to its privatization,
and it was privatized to a company with a great deal of
experience throughout Western and Central Europe.

HT04B

- 382 -

A IDC

ST also benefits from the low interest among foreign investors in
entering the Slovak market. The small size of the market, the
long period of time remaining before liberalization and the
previous government’s resistance to foreign investment left the
country below the radar screen of most telecoms investors.
Consequently, ST has little competition with regards to
infrastructure. Although the privatization and restructuring of
ST have been left until later than in many neighboring
countries, there is still some time to catch up. Furthermore,
since the current government has made significant efforts in
privatization and reforming telecoms legislation well in advance
of liberalization, the regulatory risk to ST (as well as to any
competitors) should be reduced.
Now that Deutsche Telekom has bought into the company, ST
has joined one of the leading telecoms groups in Europe. The
intention is that DT can provide management expertise to guide
the company through necessary reforms to become a more
effective operator prior to the entry of full competition. Slovakia
began this privatization process much later than its neighbors,
and it still has far to go to achieve the efficiency that some of its
neighbors have reached (264 lines per employee at Hungary’s
Matav, compared to 128 lines per employee at ST at the end of
2000). But with liberalization still some ways off, there is time
enough to push through some restructuring and rebranding to
help the company get see off challengers.
Mobile Operators
EuroTel Bratislava
Ownership: EuroTel Bratislava is majority-owned (60%) by
Slovak Telecom, with the remaining shares held by Atlantic
West, a partnership of Verizon Communications (formerly Bell
Atlantic) and AT&T.
In the past two years, AT&T stated an interest in selling its
Central European assets, which it obtained when it acquired
MediaOne in 1999. Indeed, Cesky Telecom has confirmed
discussions to buy out the Atlantic West consortium’s interest in
Eurotel Praha. Whether Slovak Telecom will pursue the same
route is not yet clear.
Services: EuroTel’s primary business is its mobile operation,
which accounted for almost 93% of the company’s revenues in
2000. The company continues to operate an NMT 450 analog
network, which it began operating in 1991, and which had only a
few thousand subscribers at the end of 2000. EuroTel’s much
larger mobile operation is based on its GSM network. At the end
of 2000, the company had almost 480,000 dual-band GSM
subscribers.
In addition to the basic voice services on the mobile networks,
EuroTel also offers a variety of value-added services, including
WAP and mobile banking. Beyond the mobile business, EuroTel
also provides managed data network services such as X.25,
Frame/Cell Relay, and IP services.
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Partnerships: EuroTel’s key partner is its majority-owner, Slovak
Telecom. However, the relationship is an awkward one. Though
ST controls EuroTel, the two companies also compete in a sense
with their data and Internet services.
Strengths and Weaknesses: EuroTel’s main strength is its
position within the Slovak Telecom group. It has effective owners
(ST, and now ST’s strategic partner Deutsche Telekom, as well as
the two American investors in EuroTel) with substantial
experience, and although it fell behind its mobile competitor in
terms of subscribers, it managed to attract most of the business
subscriber market.
In data services, the company benefits from its early
development of that business in the early 1990s, which has
enabled the company to stay ahead of the competition. EuroTel’s
other main advantage is the low level of competition in the
Slovak market, which has only two mobile operators and very
little investment in alternative networks and data services. With
its roots deeply planted in the market, EuroTel is well positioned
to face any future competition from a position of dominance,
when and if it arrives.
The low level of competition, of course, reflects a disadvantage
for EuroTel as well. The company is a big fish in what remains a
small pond. The Slovak market is small in terms of population,
businesses and income, but it is also slow to widely adopt
advanced data services. EuroTel’s greatest challenge is not the
competition but finding and educating the market itself in order
to spur demand growth.
Globtel GSM
Ownership: Globtel GSM was founded as the challenger to
Slovakia’ monopoly mobile operator, EuroTel. The latter had
been the exclusive provider of analog mobile services, but both
companies received GSM licenses in 1996 and launched
operations in early 1997. Globtel’s owners initially included
France Telecom with 35%, with the remaining 65% held by
state-owned power and gas distribution companies. In 2000,
France Telecom increased its stake to 64%, and In June 2001,
the company announced that a consortium of equity investors
wiould buy the shares for Euro 209 million.
Services: Globtel entered the Slovak market in 1997 providing
basic GSM 900 voice and value-added services. Its service
offerings have been characterized by low prices, which helped
the company to soar ahead of its rival EuroTel and claim two
thirds of the mobile market after two years in service, despite
EuroTel’s years of experience on the market.
In 1998, the company introduced pre-paid services, though
prepaid service has not seen the rate of growth that has been
seen in other markets.
In 1999, when a tender to license a third operator failed, Globtel
and its rival received 1800 MHz spectrum from the Ministry of
Transport, Post and Telecommunication, enabling both operators
to provide dual-band services.
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Also in 1999, Globtel launched an attack on Slovak Telecom’s
international voice monopoly by offering international voice over
IP (VoIP). After some debate and challenges to the legality of
such an offering due to ST’s monopoly on international
telephony, the government eventually agreed to treat VoIP as a
data service and allowed Globtel to continue with the service.
In 2000, Globtel began the transition to mobile data services
with a relatively modest introduction of WAP services. However,
since WAP has been a disappointment in many markets, Globtel
has taken a cautious approach, and it has not developed many
applications or content for the service.
Strengths and Weaknesses: Globtel’s majority owner, France
Telecom, is one of the leading mobile operators in Europe and
the world. This connection benefits Globtel by providing the
accumulated expertise of an operator present in many markets
with differing characteristics. As the mobile business evolves
toward more complex service offerings, this expertise will prove
particularly valuable, and perhaps more so than that provided by
its competitor’s owners.
On the data services side of the business, Globtel is the exclusive
provider of Global One business services in Slovakia.
As mentioned above, Globtel’s greatest strength is its owner,
France Telecom, and the expertise that France Telecom can
provide to the company. As the mobile market moves toward
more complex data and Internet services and requires greater
expertise in developing and marketing applications, this
connection will be a strong benefit.
In contrast, Globtel’s greatest weakness is not so much its
competition as the small size of the Slovak market. Slovakia has
been relatively slow to adopt managed data, Internet and IT
services on a large scale, which likely means that the scope for
increasing revenues by offering new services is fairly limited, at
least in the next few years.

Internet Market Overview
With telecoms liberalization scheduled for 2003, the incumbent
operator, Slovak Telecom, along with its mobile and data services
subsidiary, EuroTel, dominates the network services market.
Both companies operate ISPs based on their own infrastructure,
while most challengers must lease infrastructure from these two
companies to compete in Internet access.
In addition to Slovak Telecom and EuroTel, other leaders in the
Internet access market include Nextra and ViaPVT/Slovanet.
Euroweb and GTS are strong in the business markets.
IDC forecasts there will be 110,371 Internet connections in
Slovakia at the end of 2001.
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ISP Profiles
ST Online
ST Online is the ISP division of Slovak Telecom, the incumbent
telecom operator. It has been offering Internet access services in
Slovakia since 1997. Slovak Telecom is the state-owned
telecommunications operator. It has a monopoly on voice
services until 2003. Slovak Telecom has a 60% share in Eurotel,
a mobile provider, which also offers Internet access services.
Although the majority of ST Online's customers are end users, it
is providing Internet connectivity over leased lines for 3 ISPs in
Slovakia. ST Online's access services focus primarily on
providing dial-up and leased line connections. At the end of 2000
ST Online reported 19,000 dial-up connections and 80 leased
line connections. The majority of the company's leased line
connections are 128 Kpbs lines. Web hosting services are also
available.
Eurotel
(see mobile profile above).
Nextra
Nextra, the Internet division of Norwegian operator Telenor,
entered the Slovak market in 1999 when it acquired ISP Netlab
Plus. Since then it has been building up its presence as a leading
ISP in the residential dial-up market. At the end of 2000 Nextra
reported 21,000 customers, the bulk of which were attributed to
residential dial-up accounts.
Nextra's most widely used service is basic dial-up for home users.
Still, in line with its regional strategy, Nextra is offering a
number of solutions intended to position the company as a
communications service provider, focusing on the SME and large
business markets. Its portfolio of products includes leased-line
synchronous products, wireless leased lines, virtual private
networks, hosting services, IP telephony, and security products.
ViaPVT/ and Slovanet
Advent International, a private equity investment company,
announced it would acquire a majority stake in SkyNet, an ISP
with operations in the Czech Republic and Slovakia. Advent, with
its partner Genesis Capital, invested 7.4 million Euro in the ISP.
The acquisition brought together ViaPVT, Skynet's division in
Slovakia, and Slovanet (formerly PSG, a.s.), another ISP in
Slovakia that Advent had previously invested in.
Slovanet has been aggressively expanding in the market. It
acquired six companies in 2000 after receiving funding from
Advent and Genesis. It also recently completed a wireless access
network in Bratislava and has introduced prepaid Internet access
cards to the market. The company offers a range of basic access
services such as dial-up, ISDN and leased line.
ViaPVT also offers a range of services. In addition to dial-up and
leased line services, the company has rolled out a variety of IP
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and data communications services targeted at the business
market including frame relay, X.25, ATM and virtual private
networks. It also offers a portfolio of eCommerce and Internet
security solutions.
EuroWeb Slovakia
Euroweb Slovakia has emerged as a leading provider of Internet
access for small- and medium-sized businesses in Slovakia. The
company entered the local market in July 1999 following the
merger of SKnet, EUnet, R-net and Isternet. The ISP is a local
division of Euroweb International, which also owns ISPs in the
Czech Republic, Hungary and Romania. In February 2000, KPN
Telecom B.V, a Netherlands limited liability company, purchased
a 51% equity interest in Euroweb International.
Throughout the region, Euroweb International is focusing on
providing access services for the high-end of the market. At the
end of 2000, Euroweb Slovakia had a leased line installed base of
542 connections, which generated more than half of the
company's revenue from access services. While sales of leased
lines are expected to increase significantly over the next year,
dial-up services still account for a significant share of the
company's revenues in Slovakia. Despite other ISPs offering dialup connections at lower monthly rates, Euroweb's dial-up
service is still growing. Additionally, Euroweb has set up a
microwave network, offering wireless dedicated access for
businesses. Other Internet related services include Web design,
Web page hosting and server hosting.
Euroweb's wireless access network, which runs on the 2.4 GHz
frequency, is available in approximately 10 cities throughout
Slovakia.
GTS Slovakia
GTS Slovakia was founded through the acquisition of INEC
Slovakia in 1999. In Slovakia, the company provides Internet
services via dial-up and via fixed-lines and also offers IP VPN
services. The company is positioning itself to serve the business
and carrier segments in the market. GTS Slovakia is part of the
Central European operations of Global TeleSystems Inc. of the
USA.
Kiwwi
Kiwwi was the first ISP in Slovakia to offer subscription-free
dial-up Internet access. While Kiwwi is focusing on providing
VoIP services, the company is using free dial-up as an important
tool to build up a customer base with which to market additional
services. Kiwwi is an Austrian-based company with local
operations in Hungary, the Czech Republic and Slovakia. The
services it plans to introduce include international, domestic
long distance and fixed-line-to-mobile calls, targeting business
customers. Kiwwi's free dial-up service is available in
conjunction with its own local-language portal site.
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Chapter 25
Slovenia
Overview
Regulatory developments

Licenses: Though the Slovenian market was officially liberalized
at the beginning of 2001, little competition has developed
initially. Below is a list of the number of licenses issued for
various services:
•

1 for voice telephony (Telekom Slovenije)

•

1 for Analog mobile (Mobiltel)

•

3 for GSM 900/1800 mobile (SiMobil, Western Wireless Int’l,
Mobiltel)

•

1 for 3G

There are approximately 13 operators licensed to provide leased
line services
The Slovenian government intended to completely liberalize the
fixed telephony market in January 2001, allowing competition in
all areas. However, a prolonged political crisis delayed
completion of the necessary legislation to do so. The new
telecoms law was only passed in April 2001. This new law is
intended to harmonize Slovenian telecoms regulation with that
of the European Union, and as such it establishes an independent
regulator, sets out the procedures for obtaining a telecoms
license, and defines the role, regulation and obligations of an
operator with dominant market power. Until this law was passed,
licenses for public voice services could not be issued, thereby
preventing competition from entering. . The first competition to
Telekom Slovenije entered the market in September 2001, in the
form of Voice over IP (VoIP)
After issuing a third GSM license in 2000, the next step forward
for the Slovenian mobile market is to issue 3G licenses. Slovenia
held a tender to issue three licenses early in 2001, with a
minimum price of SIT 27 bn (about Euro 130m) each, but only
Mobitel placed a bid. Not to be disappointed, the government
quickly relaunched a new tender to issue at least one additional
3G license, this time with a slightly reduced minimum fee of SIT
22 bn (about Euro 106m). .In August, SiMobil announced that it
would not enter the tender process because the prices were too
high. The company’s President protested that the prices did not
reflect Slovenia’s market or GDP. On September 3, 2001
Mobiltel was awarded one 3G license. It was the only license
issued.
Disputes: Telekom Slovenije filed an appeal on April 30, 2001 at
the Administrative Court, against the Information Society
Ministry’s decision that it would set the price for VoIP services
should Incotel (the VoIP provider) and Telekom Slovenije (the
incumbent) not be able to agree on one by the end of March
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2001. However, on June 1, 2001, the Ministry stepped in and set
a price for Incotel’s services after the two companies had not
been able to reach a decision. As of June 13, 2001, Telekom
Slovenije had not yet filed an appeal against the Ministry’s
actions; it still has time do so should it want to.
Further, Telekom Slovenije has announced that it feels Incotel
needs a government license since the services it plans to offer are
of speech. Incotel received permission to operate from the
National Telecommunications Administration in February 2001,
but Telekom Slovenije held that this was not sufficient.
LLU, NP: Regulation regarding local loop unbundling is
currently undergoing a transitional phase, which will be
completed at the end of 2001. Concurrently, number portability
for mobile operators (as there is no competition to Telekom
Slovenije’s provision of fixed voice service) is undergoing a
similar transition period that is to come to an end on July 1,
2002.
In April 2001, the Slovenian Parliament passed a new telecoms
act, which subsequently went into effect in May. The new act
aimed to set Slovenian telecoms competition more in line with
EU legislation. It also eases guidelines to set up new networks
and services. The act, which was drafted by the government and
then brought to the Parliament, was intended for the end of
2000, however with the change in governance and political
instability this was delayed.
Changes in telecoms authority: On July 21, 2001 the Decree of
founding the Telecommunications and Broadcasting Agency of
the Republic of Slovenia entered into affect. As a result the
Agency officially took over activities previously handled by the
Telecommunications Administration of the Republic of Slovenia.
It is intended that it will be an independent regulatory authority.
However, initially, inspection will be done in collaboration with
members from both the Ministry and the Inspectorate and the
independent Administration.
State of competition in telecoms services
Fixed Telephony: Until January 2001, there was no competition
allowed in voice telephony and incumbent Telekom Slovenije
enjoyed monopoly status.
Competition did not appear on the market until the second half
of 2001 when Incotel and Kiwwi launched VoIP services.
However, both are using the incumbent’s network to offer
services. Incotel’s ability to operate came after a series of
disputes about interconnection rates. Once the dispute was
finally settled in July 2001, Incotel moved to launch services. It
advertised that its international calling rates would be as much
as 20-30% lower than Telekom Slovenije.
In September 2001, Kiwwi launched services for international
and fixed to mobile calling over IP – at lower rates than Telekom
Slovenije. Kiwwi obtained its license to operate services in April
2001, and is planning to expand to other fixed telephony services
as the market grows.
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Leased Lines/Managed Data Services There is little competition
in data services, but under the emerging regulatory system,
there should not be any barriers to entering this segment.
Mobile: There are currently two mobile telephone operators
providing service in Slovenia. The first mobile operator on the
market was Mobitel, which is a wholly owned subsidiary of
Telekom Slovenije. Mobitel initially launched mobile services in
1991 on an NMT 450 network, but then introduced GSM 900
services in 1996.
After a tender ended in complications and legal disputes, the
government introduced a modest form of competition by
licensing an MVNO, Debitel, to offer services under its own
brand but using Mobitel’s network. Debitel has maintained
subscriber growth, but it has never managed to take more than a
small niche segment of the market. A more complete form of
competition only arrived in March 1999. with the entry of Teliabacked Si.Mobil and its GSM 900 network. Si.Mobil has
struggled to gain market share, even as the mobile market
exploded, growing from about 10% penetration to over 60%
penetration since the company’s entry.
A third GSM operator, Western Wireless International, won a
tender for a 15-year GSM 1800 license in November 2000, at the
same time that the initial two operators also received 1800 Mhz
spectrum. Western Wireless will operate only on the 1800 Mhz
spectrum, while the other two become dual-band operators.
Western Wireless aims for a commercial launch of the country’s
third operator in December of 2001. The operator presented its
logo, under the brand name Vega, and slogan “Third time Lucky”
to the market in September 2001.
As the figures below show, Mobitel has maintained tremendous
dominance in the mobile market. Despite more than two years of
operation and rapid growth of the market, SiMobil was unable to
cut greatly into Mobitel’s market share. With a third operator
entering Mobitel may finally feel greater competitive pressure in
the coming years.
CATV: The cable TV market continues to develop, with over one
hundred operators on the market. The largest operator is
Telemach, with approximately 100,000 subscribers. The
remaining opreators are largely community-based and do not
compete directly with each other.
Internet: Telekom Slovenije’s ISP division, SiOL, is the largest
ISP in Slovenia. There are many competing ISPs, however, such
as Softnet and Snet.
Broadband: As with other fixed telephony services, broadband
was opened up for competition on January 1, 2001. However,
there is little competition since most new operators must use
Telekom Slovenije’s network, including its ADSL service. Cable
modem service does provide one alternative, but has not
emerged as a major market power.
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Ease of entry into telecoms market sectors
Fixed Telephony: Following the liberalization of the market, it is
now possible to compete on the fixed telephony market. It was
not until in late 2001 that any voice competition emerged.
However, these have not begun to offer more than Voice over IP,
and they are using Telekom Slovenije’s network to do so.
Leased Lines/Managed Data Services: Entry to the leased line
and managed data services markets will be a challenge for
entrants, due to the small size of the market and the dominance
of the incumbent operator.
Mobile: A third mobile operator received a license in November
2000, but has yet to launch services.
CATV: The CATV market is open and fragmented. The easiest
means of entry is probably to acquire and consolidate some of
the existing operators.
Internet: Entry to the Internet access market in Slovenia is fairly
easy, as the market is fully liberalized and entry is not very
capital intensive. However, the strength of Telekom Slovenije’s
ISP SiOL could deter new entrants.
Broadband: Telekom Slovenije is one of the only broadband
providers, offering services fiber-optic cable access, fixed wireless
access and ADSL. Additionally, Internet access and data services
are available in limited locations via CATV networks. Until fixed
wireless access licenses are issued and local loop unbundling
occurs, CATV networks will be the most likely means of market
entry.
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Table 25-1
Telecommunications Market Indicators: Slovenia
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

40%

41%

1%

Household penetration (%)

47%

50%

3%

% of total subs that are consumer

42%

44%

2%

% of total subs that are business

58%

56%

-2%

Total PSTN/ISDN revenues (Meuro)

259

280

8%

Population penetration (%)

57%

71%

14%

Total mobile revenues (Meuro)

260

265

2%

Total Internet connections (000)

101

131

30%

% of connections that are consumer

70%

75%

0%

% of connections that are business

30%

25%

0%

Total connections (000)

310

320

3%

Total homes passed (000)

550

565

3%

Total connections (000)

10.0

12.0

20%

DSL connections

5.0

8.0

60%

Cable modem connections

0.0

0.0

0%

PSTN/ISDN

Mobile

Internet Access

CATV

Broadband

BFWA connections

1.0

1.2

20%

Fiber connections

0.02

0.03

50%

Total connections (000)

7.4

9.0

22%

Total analogue connections

4.2

4.1

-2%

Total digital connections, of which:

3.2

4.9

53%

Up to and including 64K

2.1

3.4

60%

>64K, <2M

0.8

1.1

38%

Retail Leased Lines

2M

0.3

0.4

33%

>2M

0.01

0.03

200%

Source: IDC, 2001

Public fixed voice telephony market overview
The Slovenian telecoms market was completely liberalized in
January 2000. However, while competition in all areas is now
technically allowed, there were initially delays in resolving the
regulatory situation, and there are as yet no entrants to

HT04B

- 392 -

A IDC

challenge Telekom Slovenije’s position as the sole provider of
fixed telephony.
In 2001, IDC forecasts the telephony market in Slovenia will be
Euro 252 million. This amount is comprised almost solely from
revenues from Telekom Slovenije, which does not have any
major foreign shareholders. As a result, 100% of the market is
the hands of domestic investors.
Overview of telecommunications access infrastructure
Fixed Access: In order to construct a new network, a company
needs to give notification to the government. However, since
competition is only in the formative stages, there have been no
fixed voice operators who have begun to build such structures
yet. Plans for local loop unbundling are expected to be clarified
later in 2001 or in 2002.
The only other companies to operate their own fixed networks,
besides the incumbent Telekom Slovenije, are Slovenian
electricity and railway companies.
CATV Access: CATV networks are beginning to provide an
alternative access means. A few operators seem to offer cable
modem Internet access.
Fixed-Wireless Access: Fixed-wireless is available from the
incumbent operator.
Mobile Cellular Access: In Slovenia, two mobile network
operators currently provide commercial services, though a third
operator, Western Wireless International received a license in
November 2000 to provide service on a GSM 1800 MHz network.
To date it has invested approximately EUR 163 million into its
network, and it will launch its service later in 2001.

Mobile market overview
In 2001, IDC forecasts the mobile market in Slovenia will be
Euro 308 million. Foreign investors are not present in the
dominant mobile operator, Mobitel, though they do own 49% of
Si.Mobil and 100% of the company that won the third operator
license in 2000. The foreign investors’ share of the market is
10%, with major investments from Mobilkom Austria and
Western Wireless International of the US.
Table 25-2 shows mobile operators, while Figures 25-1 to 25-3
show operator market shares.
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Table 25-2
Mobile Operators in Slovenia
Operator
Mobitel

Standard

Population
Coverage (%)

Target Market
(business/consumer)

NMT450

99

Both

GSM900/1800

96

Both

GSM1800

40

Consumer

GSM900/1800
Si.Mobil
Western Wireless
Source: IDC, 2001

Figure 25-1
Slovenia: Mobile Operator Market Shares by Subscriber

1%
17%

Mobitel
SiMobil
Westen Wireless

82%

Source: IDC, 2001
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Figure 25-2
Slovenia: Mobile Operator Market Shares by Minutes of Use

1%
18%

Mobitel
SiMobil
Westen Wireless

81%

Source: IDC, 2001

Figure 25-3
Slovenia: Mobile Operator Market Shares by Revenue

18%

1%

Mobitel
SiMobil
Westen Wireless

81%

Source: IDC, 2001
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Fixed and mobile operator profiles
Telekom Slovenije
Ownership: Telekom Slovenije was established in 1995 after the
splitting of the Slovenian PTT into Posta Slovenije and Telekom
Slovenije. The latter has been a joint stock company since 1998.
The incumbent operator in Slovenia, Telekom Slovenije, is under
66.52% ownership of the government. The remaining shares are
divided 24.75% in funds (including capital, restitution and
development) and 8.91% belong to private shareholders.
A discussion surrounding the privatization of the company is
underway. However, in April 2001 the Minister for Information
Society stated that it was doubtful that further privatization
would happen until 2002. There has been little foreign interest
in the company by outside investors, and international market
conditions do not currently favor such a step. In any case, the
government has stated that it plans to hold onto 25% of the
company until the beginning of 2002 at the earliest.
Services: Besides fixed voice telephony, an area in which it has
no competition, Telekom Slovenije offers other basic telephony
services as well. The company had around 660,000 telephone
lines in service in 2000, along with an additional 80,000 ISDN BA
subscribers. It also offers data services, ADSL, Tetra, leased lines,
and public telephones. Telekom Slovenije also offers value-added
services such as televoting and information.
Telekom Slovenije is part of the Telekom Group, which also
includes the mobile operator MobiTel, Internet service provider
Siol, and the newest partner Impulz, which provides prepaid
phone cards and sets.
Alliances and Partnerships: For the most part, Telekom
Slovenije has not entered major partnerships. The company
dominates the Slovenian telecoms market, and has had little
need of alliances. The company does have a good relationship
with the European Investment Bank. Both Telekom and its
subsidiary MobiTel have benefited from being allotted support for
projects from the EIB.
International Strategy: Telekom Slovenije’s small size and the
need for heavy investments at home in recent years have
precluded expansive international strategies. However, the
company is not relatively advanced for the region, and it faces
the prospects of increasing competition in its home market. The
company may try to look outward for modest investments in
neighboring countries, in particular Serbia. In particular, in
June 2001, Serbia is to publish an invitation for a GSM tender
and Telekom Slovenije is considering applying for it. Telekom
Slovenije is further interested in investments to construct
telecommunications infrastructure as well as the supply of
Internet services to other countries.
Strengths and Weaknesses: Telekom Slovenije operates a strong
fixed voice network in Slovenia, the majority of which is
digitalized. Additionally, the company is the leader in Internet
access, and it is expanding its services in other areas, such as
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ISDN and ADSL. Besides mobile telephony, there is virtually no
competition to its fixed voice service. VoIP has emerged as the
only type of competition, and while the VoIP operators offer their
services at much lower rates than Telekom Slovenije’s – they are
using the incumbent’s network to provide services.
Nonetheless, competition is expected to increase in 2001,
particularly in newer services that generate the most growth,
and one of Telekom Slovenije’s main tasks is to prepare itself for
this. Add to that the fact that the regulatory situation is slowly
stabilizing around EU guidelines and an independent regulator,
and Telekom Slovenije will find the next few years increasingly
more difficult to navigate. It is aiming to eliminate the waiting
list and to reach 100% digitalization of the network.
Telekom Slovenije has been expanding its data communications
services. However, in 2000 telephony brought in greater
revenues (80% to 20%) and profits (95% to 5%), whereas
investments into data communications far exceeded those into
voice telephony (60% to 40%).
Mobile Operators
Mobitel d.d.
Ownership: Mobitel is a wholly-owned subsidiary of the
incumbent operator Telekom Slovenije. It was Slovenia’s first
mobile operator and remains the market’s strongest. As
mentioned above, Telekom Slovenije’s ownership structure is
divided between the government of Slovenia, funds and private
shareholders.
Services: Mobitel offers wireless services over a GSM 900
network, as well as over an older NMT 450 network. In
November 2000, the company was one of three providers to win
a tender for a license to operate on a GSM 1800 network, making
the operator a dual-band GSM operator. And in early 2001, the
company bid for and won a 3G license.
At the end of 2000, Mobitel had over 1 million mobile
subscribers, giving the company nearly 89% of the market. Of
these subscribers, 62,000 subscribed to Debitel’s service, which
runs on the Mobitel GSM network, and 42,000 were NMT
subscribers. Of the remaining almost 900,000 subscribers,
almost 62% used pre-paid cards, which are marketed under the
brand Mobi.
In addition, to voice service over its mobile networks, Mobitel
also provides mobile data solutions to its customers, including
HSCSD and WAP-based services. The company plans to launch
GPRS service in the second half of 2001.
Alliances and Partnerships: One of Mobitel’s most important
relationships is with its longtime supplier, Ericsson. In addition
to the network basics, Ericsson has more recently been helping
Mobitel migrate toward more advanced services, supplying the
company with a WAP gateway, a GPRS solution, and also
agreeing in late 2000 to supply a 3G network in late 2001 and
early 2002.
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In May 2001 Mobitel also entered into co-operation with
Microsoft, whereby the software giant would develop solutions
for the mobile telephone operators. This agreement will give
MobiTel a strong advantage in that it will have access to
advanced software for data transmission via a mobile network.
Strengths and Weaknesses: Mobitel’s dominance of the market
could in some ways be a mixed blessing. The market is close to
saturation in terms of mobile voice services, making the
company’s position difficult to challenge. But on the other hand,
there is limited room for continued growth in voice services.
Mobitel needs to look to new locations or new services, in order
to drive growth in the coming years. With regard to broadening
its service line, Mobitel already offers HSCSD, and it is planning
to launch GPRS and 3G in the short and medium term. Limited
international expansion is also a possibility. But where the
company will most likely need help is in formulating strategy
toward the new services it offers over such platforms as GPRS
and 3G. A connection to one of the major international mobile
operators might help, in this regard. And that might occur if and
when Telekom Slovenije is further privatized in the coming year
or so.
Si.Mobil d.d.
Ownership: On February 27, 2001, Telekom Austria Group
acquired a 49% stake in Si.Mobil, through its mobile subsidiary
Mobilkom Austria, from Swedish Telia.
Slovenia-based
Teleimpuls holds 26.001%. Teleimpuls d.o.o. was the fourth
bidder in the GSM 1800 license tender in late 2000, and the only
one not to be granted a license. 24% of the company’s shares are
held by Slovenian shareholders; they include the oil company
Istrabenz d.d. (8.24%), the shipping company Intereuropa d.d.
(5.47%), Iskratel d.o.o. (5.46%), Medaljon d.d. Maribor (2.35%),
the bank Probanka d.d. Maribor (2.35%), and the
telecommunications company Telmont d.o.o. 1.12 (1.12%).
Due to restrictions on foreign majority ownership that exist in
Si.Mobil’s license agreement, Mobilkom cannot yet acquire full
ownership, but the company is expecting regulatory changes to
allow it to buy the Slovenian shareholders’ shares by 2002.
Services: Si.Mobil holds licenses to operate mobile telephony
services over a GSM 900 and 1800 network. The company had
about to 170,000 subscribers in May 2001. On June 15, 2001,
the company launched GPRS services.
On September 1, 2001 Si.Mobil released a new slogan (“always
for me”) and website design. The company’s new strategy focuses
on customer service and tailored services.
Mobilkom announced in early 2001 that it would not bid for a 3G
license in Slovenia’s second auction, citing that the present
conditions are not favorable to the company and that prices are
noticeably higher than they have been in any other European
country.
International Strategy: For Mobilkom Austria, Si.Mobil serves as
an ideal supplement to its Central European strategy. In effect,
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by investing in Slovenia, Mobilkom built a bridge between its
operations in Croatia and Austria.
Mobilkom continues to work towards building a stronger
presence in Central Europe. On June 11, 2001 it announced that
it would be bidding for a license to offer mobile
telecommunications services in Bosnia-Herzegovina.
Strengths and Weaknesses: At this time, Si.Mobil is the only
competition to Mobitel on the Slovenian mobile telephony
market. Its late entry onto the market left it in a difficult
position challenging Mobitel’s dominance, and it has visibly
struggled to catch up. The company’s early strategy of focusing
on the business-customer segment did not pay off sufficiently.
Since acquiring the largest share of the company early in 2001,
Mobilkom Austria has quickly made an impression on the
company. Mobilkom replaced the senior management team and
reportedly vowed to invest Euro 50m in network improvements
over the next two years.
Si.Mobil will not likely have an easy task. With Slovenia at a very
high mobile penetration level, much of the company’s growth in
the future will have to be the result of persuading current mobile
users away from Mobitel. Innovative new services might be one
way to do that, but Si.Mobil reportedly will not bid for one of the
expensive 3G licenses this year.

Internet market overview
ISPs in Slovenia are dependent on the incumbent operator's
network to provide Internet access to end-users. In addition to
providing wholesale capacity to ISPs in the country, Telekom
Slovenije has its own division for offering Internet access
services to end-users.
IDC forecasts there will be 169,000 Internet connections in
Slovenia at the end of 2001.
ISP Profiles
Slovenija Online – SIOL Internet
SIOL was established in April 1996 and is owned by Telekom
Slovenia. The company is the leading commercial Internet
service provider in the country, offering nationwide dial-up and
dedicated access. Additional services include virtual hosting,
collocation, and domain name registration. In order to penetrate
the Slovenian market, SIOL established relationships with
leading local PC manufacturers and GSM outlets. The SiOL
Internet Package (on CD-ROM) is available at some of the
leading retail chains across the country, including Telekom
Slovenia shops, Mobitel sales centers, Slovenian post offices,
Mladinska Knjiga bookstores and Jerovsek Computers.
K2.Net
Based out of Ljubljana, K2.Net was established in November
1995. For students and low-income private users, the ISP offers
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inexpensive access through dial-up connections. For SMEs and
larger enterprises, K2.Net provides ISDN dial-up connections,
permanent access using leased lines or ADSL technology. K2.net
has its own international Internet connection with a capacity of
7 Mbit/second through the EBONE European broadband
network provider.
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Chapter 26
Spain
Overview
Regulatory developments
As of May 2001, the Spanish Ministry of Science and Technology,
which awards licenses, had issued over 100 public telephony
licenses. The actual number of operators now offering services is
not available – it is definitely lower than 100, however, since the
public list includes names of operators which have since pulled
out of Spain.
Licenses issued to date include:
•

44 licenses offering voice services over operators’ own
networks

•

39 licenses offering voice services over capacity leased from
other operators, of which 18 are national and 21 regional

•

14 licenses for mobile and trunked radio services, which
includes 3 cellular licenses

•

60 licenses for wholesale and data services

The Spanish government awarded BFWA licenses in two stages:
the second-tier telecom operators Retevisión and Uni2 received
BFWA licenses in 1998 and six additional national licenses (three
for business use at 26GHz and three for residential use at
3.5GHz) were awarded in March 2000. Retevision has begun
commercial service.
Telefónica has been able to compete in the provision of services
over cable since that restriction lapsed in August 2000. Although
there is currently little cable infrastructure in Spain, the new
operators are pursuing a fairly aggressive rollout of their
networks in anticipation of the competition from Telefónica.

LLU, CPS, NP: Local loop unbundling was scheduled to begin
officially in January 2001, but was delayed several months.
Carrier pre-selection and fixed and mobile NP are already in
place, having been introduced in late 2000.
Changes in tariff setting: The CMT adjusted interconnection
rates in May 2000 to be more favorable to alternative telecoms
operators. For example, peak interprovincial calls were originally
5.1l pesetas per minute, and under the new tariffs dropped to
3.60 pesetas per minute.
State of competition in telecoms services
Fixed Telephony: Although the Spanish market liberalized a year
later than in other European countries, it has already become
fairly competitive. Telefonica still has an 96% market share of
subscriber lines, but alternative providers such as Uni2,
Retevision, Jazztel, and regional CATv operators are providing
telephony services over their own networks as well. In addition,
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alternative operators can offer services over Telefonica’s network
due to the existence of CPS and the more favorable
interconnection rates introduced in May 2000 and August 2001.
The increased competition is reflected in Telefonica’s market
share in revenues and traffic, which had fallen to 86% and 89%
respectively by the end of 2000 (see market share figures below).
Leased Lines/Managed Data Services Telefonica owns most
leased lines, but alternative operators in major cities such as Colt
and Madritel also own a degree of direct access to business
buildings. Telefonica Data is the main provider in the managed
data services segment, and its main domestic competitors are
Uni2 and BT. Global service providers also have a presence in
Spain serving large corporations needing international links.
Mobile: In mobile services, most of the population now has a
choice among the three mobile operators. Competition in the
mobile market was only introduced in 1995 when Airtel
launched services as the second mobile market with the third
(Retevision) in 1999, but the take-up of mobile services has been
very good in the last few years.
CATV: There is virtually no competition in CATV services, since
CATV operators have monopolies in their regional franchises.
However they do compete to some degree with home satellite
services.
Internet: Telefonica’s ISP subsidiary Terra is a key player in
Internet access, with a majority market share of connections.
Jazztel is the second largest ISP, and provides services over its
own network. The remaining ISPs in Spain lease capacity from
Telefonica or in some cases Jazztel or regional utilities.
Broadband: Telefonica is also experiencing booming growth in
DSL installations since December 2000: since then its subscriber
base has more than doubled to 200,000 users as of beginning
September 2001.
In the cable market, Telefonica faces strong competition from
several regional operators, particularly since it had a
moratorium on services until mid-2000. However, Telefonica is
in a good position as it is a national cable provider, while its
competitors are all regional. The larger groups such as
Ono/Cableuropa and Auna serve multiple regions, but none have
national coverage. Therefore, Telefonica may become a more
powerful player in the cable market once it is permitted to offer
services, particularly since Telefonica also has a content
subsidiary in Telefonica Media.
There is a limited degree of BFWA access in Spain, for example
by Retevision.
Ease of entry into telecoms market sectors
Fixed Telephony: Entry into the telephony market is simple: the
new operator simply needs to apply for a Type B license, and can
receive one whether or not it owns infrastructure. However, as
more time passes since liberalization the field of competent
competitors gets more crowded.
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Leased Lines/Managed Data Services: Telefonica owns most LL
so new entrants must lease them to provide data services. The
data market is competitive, with the main providers being
Telefonica, BT, and Uni2.
Mobile: Mobile is restricted as it is only possible to get most
licenses through specialized tenders. However, there is now an
MVNO in Spain, Xfera, which has also recently won a 3G license.
There are already three mobile operators who own their own
infrastructure, plus Xfera, and have a combined mobile
penetration rate of around 68%.
CATV: Entry into the CATV market will be difficult since it is
mainly a regional business, with regional operators having
support of their respective regional governments.
Internet: Entry into the Internet market is technically simple,
but the large market share of Telefonica’s subsidiary suggests
that staying in the market and competing with the incumbent is
in reality difficult.
Broadband: Broadband has proven a difficult market to crack for
new entrants, as local loop unbundling is in force but is not
effectively available, and many cable operators are now offering
cable modem access in their franchises. Several of the BFWA
licenses went to established alternative operators such as
Retevision, while others went to new operators, many of whom
have since gone bankrupt, such as Formus and RSLCom.
Therefore entry via acquiring an BFWA license may be possible.
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Table 26-1
Telecommunications Market Indicators: Spain
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

46%

48%

2%

Household penetration (%)

105%

108%

3%

% of total subs that are consumer

71%

70%

-1%

% of total subs that are business

29%

30%

1%

Population penetration (%)

60%

74%

23%

Total mobile revenues (Meuro)

6,042

7,875

30%

2,015

2,999

49

% of connections that are consumer

68

67

% of connections that are business

32

33

Total connections (000)

4,220

4,882

16%

Total homes passed (000)

7,290

8,744

20%

Total connections (000)

61

343

462

DSL connections

39

141

264

Cable modem connections

20

187

838

BFWA connections

2

15

567

Total connections (000)

76.5

79.9

4

Total analogue connections

19.7

16.8

-15

Total digital connections, of which:

PSTN/ISDN

Total PSTN/ISDN revenues (Meuro)
Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

56.8

63.1

11

Up to and including 64K

45.1

49.6

10

>64K, <2M

6.5

7.5

15

2M

5.2

6.0

15

>2M

0.0

0.0

30

Source: IDC, 2001

Public Fixed-Telephony market Overview
IDC estimates that the Spanish fixed telephony market will reach
9.1 million Euros by the end of 2001, with foreign investors from
Italy and France holding 4% of total revenues.
Table 26-2 shows fixed operators, while Figures 26-1 to 26-3
show operator market shares.
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Table 26-2
Public Fixed-Telephony Operators in Spain
Operator

Geographic
Coverage

Types of
telephony offered
(local, LD, ILD)

Target markets
(business,
residential)

Telefonica

National

Local, LD, ILD

Both

Retevision

National

Local, LD, ILD

Both

Uni2

National

Local, LD, ILD

Both

Jazztel

National

Local, LD, ILD

Both

Euskaltel

Regional

Local, LD, ILD

Both

BT Telecomunicaciones

National

Local, LD, ILD

Mainly business

Grapes
Communications

National

Local, LD, ILD

Business (SME)

ALO Comunicaciones

National

Local, LD, ILD

Both

Source: IDC, 2001

Figure 26-1
Spain: Fixed-Telephony Operator Market Shares by Direct
Subscribers
Subscriber Market Share

4%

Telefonica
Other

96%

Source: IDC, 2001
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Figure 26-2
Spain: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

5%
4%0%
2%

Telefonica
Retevision
Uni2
Jazztel
Others

89%

Source: IDC, 2001

Figure 26-3
Spain: Fixed-Telephony Operator Market Shares by Revenue (Direct
and Indirect Subscribers)

0%
4%

7%

3%
Telefonica
Retevision
Uni2
Jazztel
Others

86%

Source: IDC, 2001
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Overview of telecommunications access infrastructure
Fixed Access: 48% of the population has access to fixed lines,
most of which are owned by Telefonica. The most established
alternative operators own at least portions of their
infrastructure, such as Retevision, Uni2, and Jazztel.
CATV Access: In the regions with the more active cable
operators, portions of the population now have alternative
telephony access via cable networks, such as Madrid and parts of
Andalusia.
Fixed-Wireless Access: Some BFWA holders who are new to the
Spanish market are building their own infrastructure, such as
FirstMark. However, the new operators are suffering financially
as a result of the current market downturn and have most likely
put their network investment plans on hold.
Mobile Cellular Access: The three mobile operators in Spain all
own their own infrastructure, and cover approximately 98% of
the population.

Mobile market overview
There are currently three GSM operators in the Spanish mobile
market, Telefonica, Airtel, and Amena.
Spain was the second country, after Finland, to award 3G
licenses in March 2000. Operators have already been testing the
technology over the past year, and they believe they will launch
services sometime in between the end of 2001 and the first half
of 2002. The companies, which were granted a 3G license via
beauty contest were Telefonica, Airtel, Amena, and Xfera.
Xfera, the only operator in Spain not to have a GSM license as
well as a 3G, has recently seen much trouble. It initially
partnered with Airtel as a MVNO in order to offer GSM services
to its customers while waiting for the 3G network to be
deployed, but that has proven to be very diffficult.
IDC estimates the Spanish mobile market will reach 7.9 billion
Euros in 2001, with foreign investors form the UK and Italy
making up 24% of the total.
Table 26-3 shows mobile operators, while Figures 26-4 to 26-6
show operator market shares.
Table 26-3
Mobile Operators in Spain
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Telefonica Moviles

TACS900
GSM900/1800

99

both

Airtel

GSM900/1800

98.5

both

Amena

GSM900/1800

99

both

Xfera

GSM900/1800

N/a

Source: IDC, 2001
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Figure 26-4
Spain: Mobile Operator Market Shares by Subscriber

16%
28%

Airtel
Telef o n i c a M o v i l e s
Amena

56%

Source: IDC, 2001
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Figure 26-5
Spain: Mobile Operator Market Shares by Minutes of Use

18%
30%

Airtel
Telef o n i c a M o v i l e s
Amena

52%

Source: IDC, 2001

Figure 26-6
Spain: Mobile Operator Market Shares by Revenues

16%
28%
Airtel
Telefonica Moviles
Amena

56%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed-Line Operators
Telefónica
Ownership: Telefónica, the incumbent operator, is publicly
traded. The operator underwent a reorganization in 1999.
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Telefónica de Espana was separated and charged with fixed
telephony in Spain, while other lines of business — Telefónica
Data, Terra (ISP), and TPI (yellow pages) — were organized on a
global basis. Telefonica’s market capitalization as of endSeptember 2001 was 52.5 billion Euros, making one of the
largest incumbent telcos in Europe.
Services: Telefonica offers fixed telephony, data services (through
Telefonica Data), consumer Internet access through its
subsidiary Terra Lycos.
Telefónica launched ADSL Internet access services in October
1999. Rollout has picked up dramatically over 2001 and the
operator now services over 200,000 subscribers. Telefónica
provides ADSL Internet access services principally through its
subsidiary ISP Terra and Telefonica Data offers ADSL access to
business customers as well under the brand MegaVía ADSL.
International: Telefónica owns several broadcasting operators in
Spain and Argentina, and purchased Dutch TV operator Endemol
in March 2000 for 4.8 billion Euro. As Telefónica faces
intensifying competition in its domestic market, its international
activities continue to drive revenue growth, particularly in Latin
America; international revenues accounted for nearly 40% of
Telefonica’s total revenues in 1999. In 1999, Telefónica also
entered the Italian, Austrian, and Moroccan markets. The Italian
venture is a joint venture with ACEA, Rome’s municipal services
company, to create a full-service communications provider for
the Rome area.
Strengths and Weaknesses: One of Telefonica’s key advantages is
that its competitors are mainly regionally focused and so cannot
achieve the economies of scale and comparable national
coverage. Telefonica also benefits from its well-established
international operations, which include publicly traded operators
in Peru and Argentina. Telefonica’s ADSL rollout is also
beginning to boom, which will make it harder for cable modem
and BFWA providers to compete with Telefonica in the
broadband arena.
Telefonica’s international holdings are a weakness as well as a
strength, as they are mainly in emerging markets, where
regulatory and currency risks are higher than Western Europe.
If, for example, Brazil or Argentina experience rampant inflation,
as they have done in the past, that will have a large impact on
Telefonica’s profits from the region. In addition, Telefonica now
faces strong domestic competitors in core services areas,
especially telephony. While the operator is prepared for a drop in
telephony revenues, it remains to be seen where that loss will be
made up, particularly as the mobile market continues to mature
and slow down growth.
The Endesa Consortium/AUNA
Ownership: Endesa, the Spanish power company, has been
expanding its interests in the telecoms sector since liberalization
by pairing up with Telecom Italia and Union Fenosa, a local
utility. The three companies each have interests in a holding
company called AUNA, which in Spain owns stakes in providers
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in all areas of the market: mobile, fixed, Internet, broadband and
CaTV. Among its holdings are Retevisión, Spain’s largest
alternative operator, as well as seven CaTV operators which
collectively cover 70% of Spain’s population. Retevision, Menta
and Madritel are Endesa’s most significant subsidiaries providing
broadband services.
AUNA is not publicly traded, nor are any of its holdings,
therefore market capitalization is not available. Currently, the
holding is focused exclusively on Spain and has not expressed
any international ambitions.
Strengths and Weaknesses: The operators owned by AUNA
benefit from having shareholders with deep pockets and strong
central government connections, as they are all regionally
focused. Their established base of customers in their franchises
can provide increased revenue streams from introducing cable
modem services. However, they do tend to be mostly operating
autonomously, which may be more difficult once Telefonica
begins offering CATV services once again. Key AUNA operators
include:
Retevisión: Retevisión is Spain’s largest alternative operator.
Retevisión launched broadband over BFWA in December 2000,
two years after receiving a license. The operator also owns a 40%
stake in mobile phone firm Amena and ISP Iddeo. Retevisión
owns its own transmission network and is constructing its own
last-mile connections.
Menta (Cable i Televisió de Catalunya): Menta is the operating
name of Cable i Televisió de Catalunya (CTC), a CaTV operator
with a franchise covering 1.78 million homes in Cataluña, which
includes the city of Barcelona. CTC began providing a dedicated
Internet access service via cable modem in Barcelona in
September 1998. Menta is also offering dedicated access via cable
modem as part of data communications solutions services such
as private circuits and IP VPNs.
Madritel: Madritel is the operating name of CYC
Comunicaciones. Madritel launched broadband services in
Madrid in early 2000 and as of February 2001, had 64,000
subscribers and passed 350,000 homes in the Madrid area.
Other Endesa-Owned Regional Operators:
Supercable. Supercable offers telephony and broadband cable
services in the Andalusian region.
Reterioja. Reterioja offers telephony and broadband cable
services in the regions of Navarra and Rioja. The operator is also
trialing fiber access to homes and businesses in Cascajos.
Able. Able offers telephony and broadband cable services in
Aragon.
Euskaltel. Euskaltel is a full-service operator in the Basque
region.
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Uni2
Ownership: Uni2, formerly known as Lince Telecomunicaciónes,
began operating in 1998 after market liberalization. France
Telecom now owns 100% of the company after purchasing the
shares of Editel and Cableuropa
Services: In July 2000, Grupo Ferrovial, one of Uni2’s largest
shareholders, agreed to hand over its small business and
residential Internet users to France Telecom’s Wanadoo
subsidiary. It therefore appears that at least in the IP
environment, Uni2 will be concentrating on the medium and
large company market
Strengths and Weaknesses: Uni2 can prove attractive to
corporate users with offices in other countries served by France
Telecom, particularly now that the French incumbent owns
global operator Equant. However, other pan-European and
global providers are also expanding their presences in Spain and
the rest of Southern Europe, which will raise the competitive
stakes for Uni2.
Grapes Communications
Ownership: Grapes Communications, formerly known as
Comunitel in Spain, is a Dutch holding company based in
Rotterdam with investments in and partnerships with several
communications operators in Southern Europe. Grapes has
ambitions to become a prominent player in the region and has
begun by connecting its network to Portugal’s ONI and taking a
20% stake in Italian operator Med Tel. In Spain, Grapes targets
the SME market and offers voice, data, and Internet services.
Grapes also offers ADSL connectivity and won a broadband fixedwireless license in March 2000. The operator targets the business
market with a particular focus on SMEs.
Services: Grapes offers fixed telephony, Internet access, data
network services and ADSL.
Strengths and Weaknesses: Grapes is one of very few providers
establishing a pan-Southern Europe presence which will target
SMEs rather than larger corporates, and therefore faces little
competition in its start-up phase. Part of the reason for scarce
competition, however, is the massive level of investment that will
be needed to build a infrastructure among the region, which is
less developed than further north and west.
ALÓ Comunicaciones
Ownership: ALÓ was purchased by a group of Spanish investors
when its US parent RSL Com declared bankruptcy in Q1 2001.
Services: ALO offers fixed telephony and Internet access.
Strengths and Weaknesses: ALO is now in safer hands since it
was taken over by local investors, but it does not have a wide
portfolio of services at the moment.
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Jazztel
Ownership: Jazztel was formed in 1997 as Jazz Telecom and
began commercial operations in January 1998. 21.3% of Jazztel
is publicly traded, and the remaining shares are held by
management, employees, and private and institutional investors.
Initially the operator planned to exclusively target SMEs, but
Retevisión’s success in gaining customers in that segment
convinced Jazztel to diversify into the large business sector as
well.
Partnerships: Jazztel has an exclusive agreement with the
national rail company RENFE for the exclusive use of existing
dark fiber capacity covering 1,622 route kilometers. An undersea
cable between Bilbao and London links to Viatel’s international
network. With its backbone now complete, Jazztel has begun
offering wholesale capacity services.
Services: In March, Jazztel’s majority-owned subsidiary Banda26
won a national WLL license in the 26GHz range. The
BFWAlicense will enable Jazztel’s deployment of broadband
services in 100 cities initially. The operator has also been offering
ADSL service since the first quarter of 2000 to business and
consumer users and had 765 subscribers by the end of Q2 2001.
Strengths and Weaknesses: Jazztel has invested several years in
building its own network and can now lease that out for
additional revenue. Another strength of Jazztel is that it now has
two technology options to offer broadband access, either BFWA
or ADSL, which will be attractive to SME sector.
However, Jazztel may be out of its depth in launching into
servicing large companies. This market segment is more
crowded with established players than the SME segment, and
larger companies are reluctant to switch providers. In addition,
Jazztel entered market competing on price, which only works for
so long until its competitors meet prices and that is no longer an
advantage.
BT Telecomunicaciones
Ownership: BT Telecomunicaciónes, the 100%-owned subsidiary
of the United Kingdom incumbent, has been present in the
Spanish market since 1994. It initially focused on large business
customers, but when it obtained a fixed-voice license in 1998 BT
announced its intention to become a full-service operator
serving all sectors of the Spanish market.
Services: In mid-1999, BT announced an IP network rollout
across the country using leased dark fiber capacity and
connecting with BT’s European-wide network. The operator has
since migrated its voice customers to IP telephony services.
BT offers traditional packet-switched services, frame relay, IPVPNs, and DSL services as domestic data services. It is also the
exclusive distributor of Concert services in Spain.
Strengths and Weaknesses: BT will be the provider of choice for
the Spanish subsidiaries of many British companies. However,
BT now has powerful competition from domestic and global
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operators alike, and the financial troubles of its UK parent may
filter down to BT Spain.
Mobile Operators
Telefonica Moviles
Ownership: Telefónica Móviles (TEM) is one of the ten leading
mobile phone companies in the world, with operations in 14
countries and a potential market of 434 million inhabitants. The
company, which aspires to become one of the top five mobile
operators world-wide, is already a leader in the growth markets
of Spain and Latin American and is carrying out a strategy of
selective expansion in Europe and the Mediterranean Basin. TEM
is 100% owned by Telefonica Group.
Services: Telefonica Moviles through the brands Movistar and
Moviline offers GSM and analogue voice services as well as email,
WAP, fax and other enhanced services
International and domestic alliances: Telefonica Moviles
operating companies in Latin America had a total 9.029 million
customers at 31 December 2000, or 38.7% of the group's total
client base.
Médi Telecom is the Telefónica Móviles affíliate in Morocco.
In January, 2001, Telefónica and Portugal Telecom agreed to
form a joint venture for mobile telephony in Brazil. The new
company will be managed by Telefónica Móviles and PT Moveis.
Strengths and Weaknesses: In March 2001 Telefónica Móviles
took management control of four cellular operators in the north
of Mexico which had belonged to Motorola. In Europe, Telefónica
Móviles has embarked on a plan of selective expansion by
acquiring third-generation 3G licenses to provide services such
as internet access and data transmission via mobile telephones.
To date, the company has won 3G licenses in Spain, Germany,
Italy, Switzerland and Austria.
Telefonica has a strong global presence, especially in Latin
America and has acquired 3G licenses in key European markets.
Airtel
Airtel, the second largest mobile operator in Spain after
Telefonica was launched in November 1995.
Ownership: Vodafone Group 91.6% (UK), Acciona 5.4% (SPAIN),
Torreal 3% (SPAIN)
Services: Airtel likes to call itself as a global provider. This is due
to the fact that the company offer mobile fixed an internet
services.
International and domestic alliances: The company operates
internationally through the Vodafone Group
Strengths and Weaknesses: Now that Vodafone is the main
strategic shareholder, the operator can now concentrate on
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generate revenues. However, shareholder disputes have meant a
lack of strategic direction.
Amena
The third mobile operator in Spain become operational in
January 1999.
Ownership: Auna 97.9% (SPAIN) and Caixa de catalunya 2.1%
(SPAIN).
Services: Amena offers voice services as well as data such as
WAP, email, fax.
Strengths and Weaknesses: Amena has rapidly established itself
on the market and continues to increase its market share.
However, it has a diverse shareholder base which may make
decision-making about company strategy difficult, and has a
small base of corporate customers.

Internet Market Overview
In June 2000, Telefónica started offering off-peak flat-rate
Internet access. Although there is no wholesale product for
competitors, this service will accelerate growth in usage among
new and existing users.
Telefónica’s ISP Terra Networks (now Terra Lycos) continues to
dominate the Spanish Internet market with around two million
subscribers, compared to 8,600 for its rival Jazztel. During 2000,
two-thirds of Terra Lycos’ revenues came from advertising. The
company planned to decrease that split by diversifying its
business into cable, wireless, fixed-line and personal computer
operations.
The second largest ISP in Spain is Jazztel, which is currently
constructing a fiber-optic telecommunications network in Spain
and Portugal. Jazztel has 4,200 km of backbone operational and
807 km of local access network with 651 km under construction.
Jazztel’s ISP and portal ya.com was 92.46%-acquired by T-Online
in September 2000. At the end of June, Jazztel had 8,600 active
users and 290 ADSL users. Jazzet’s residential Internet
subsidiary is Jazzfree and at end-September 2000, had 480,000
users.
IDC estimates that Spain will have 3 million Internet
connections in 2001.
ISP Profiles
Terra Lycos
Terra Lycos (formerly known as Terra Networks) was formed in
December 1998 and is a member of the group Telefónica S.A. Its
main activity is Internet-based services including access, portal
ecommerce, interactive services, and advertising. The company
is the result of a spin off from the incumbent operator
Telefónica. Terra Lycos was 66%-owned by Spanish incumbent
Telefónica, which subsequently sold a further 30%, decreasing its
total ownership to 36%. In May 2000, Terra Networks and
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interactive content and services provider Lycos entered an
agreement calling for a stock-for- stock merger. The
combination was completed in October 2000, creating Terra
Lycos. As of October 1, 2001, Terra Lycos’ market capitalization
was 3.5 billion Euro.
The new Terra Lycos offers Internet networks in the US, Europe
and Asia and is the leading portal to Spanish- and Portuguese
speaking markets. The ISP offers traditional dial services (free
and subscription) and ADSL. Currently, Terra Lycos holds the
leading position in four of its eight primary markets. Terra Lycos
is in the number one position in Canada, Korea, Latin America
and the US Hispanic market. Other target markets for Terra
Lycos include Asia including Japan. Terra Lycos is very strong in
the Latin American Internet market and owns subsidiaries in
Chile, Guatemala, Peru, Brazil and Mexico. It also has customers
in Argentina, Venezuela and the US Specific markets covered by
joint ventures include Asia with Singapore Telecom, Canada with
Bell Canada, Europe with Bertelsmann, Japan with Sumitomo
Corporation, Internet Initiative Japan and Kadokawa Shoten
Publishing Co. and Korea with Mirae Corporation.
With broad strategic partnerships with German Bertelsmann and
Spanish Telefónica and other wireless service provider
worldwide, Terra Lycos is widely positioned in the media,
wireless communications and interactive content markets.
Through a joint venture with Telefónica Moviles, Terra Lycos also
gained a strong position in the provision of wireless Web
services.
Terra Lycos currently provides Internet access to more than five
million customers worldwide, offering both subscription and free
services and is the leading ISP in Spain, Chile, Peru, and
Guatemala. Terra Lycos plans to expand its subscription services
throughout Europe and Latin America and free subscription
services in selected markets where local telephony revenuesharing arrangements combined with revenues from advertising
are deemed viable.
Retevisión
An Auna joint venture (Telecom Italia (28.67%) and power giants
Endesa (28.67%) and Union Electrica Fenosa) controls
Retevisión. Revisión’s ISP subsidiary is called Iddeo, and it
operates a Spanish Internet portal with Excite@Home.
Retevisión's Internet services use Retenet, the IP network.
Jazztel
Jazztel is an alternative telecommunications service provider and
ISP. The Spanish ISP also signed an agreement with Tiscali’s
subsidiary NETS. According to the terms of the agreement,
Jazztel will provide NETS with access to its PoPs, so that they
may install their services. In addition, the Spanish operator will
offer NETS access to its main network in those areas in which
NETS does not currently operate. Jazztel and T-Online
announced in October 2000 the acquisition of the entire issued
share capital of Ya.com by T-Online. In July 2000, Jazztel
announces the acquisition of the client base of ICT Net. ICT Net
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is an ISP in the Catalonia region of Spain and was providing
Internet access to 14,000 clients, mostly small and mediumsized companies and SoHos. ICT Net is a business unit of the
Catalan Technology Institute (Instituto Catalán de Techología or
ICT), a non-profit institution offering R&D facilities, consulting
and training to telecommunications professionals and
companies in the region. As part of this acquisition, ICT will
undertake R&D projects for Jazztel.
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Chapter 27
Sweden
Overview
Regulatory Developments
Licenses: The Swedish telecommunication market was
liberalized in 1993, well ahead of most other EU countries. Many
aspects of regulation in the Swedish market have progressed
quickly, and the number of operators offering fixed telephony
has doubled in the last year. As of August 2001, there were over
300 companies in Sweden that had received notifications to
provide communications services – this number included for
private networks.
Licensed public operators include:
•

8 for leased lines

•

12 for fixed telephony

•

3 for GSM

The government also awarded four 3G licenses in 2001, to HI3G
Access and Orange, Europolitan, and Tele2.
Sweden also held a tender for BFWA licenses in May 2001, and
plan to make a decision before the end of the year.
CPS and NP: Carrier preselection and fixed NP were
implemented in 1999, while mobile NP was implemented in
September 2001.
LLU: In connection with the proposed Telia/Telenor merger,
Telia gave undertakings to unbundle the local loop. Though the
merger did not take place, Telia unbundled its local loop in
March 2000. The incumbent offers collocation, but not line
sharing. Although the local loop is unbundled, new entrants find
the prices charged by Telia prohibitively high.
As a result, the Swedish government has intervened with a
unique solution, involving the construction of a broadband
backbone by the national electricity infrastructure provider
Kraftnet. The Swedish government is providing around 1 billion
Euro of public money towards the construction of broadband
metropolitan and local networks, in order to ensure that around
92% of households will have access to broadband services.
This decision has produced a unique situation in Sweden,
whereby the state is sponsoring the development of an
alternative telecoms network whilst still owning the majority of
the incumbent telecoms operator.
State of competition in telecoms services
Fixed Telephony: The incumbent operator Telia still operates
87% of subscriber lines in Sweden, as most other operators do
not own last mile infrastructure, with the exception of CATV
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operators. Competitive network presence has improved to the
point where most urban homes and businesses have a choice of
at least two providers. However, many rural areas are restricted
to Telia’s network. This situation will hopefully improve once the
new government sponsored network has been completed, where
most of the population will have access to at least one alternative
operator.
In terms of revenues and traffic, however, Telia is losing market
share to competitors in both the residential and business
markets. Its main competitors in telephony services are Tele2
and Telenordia.
Leased Lines/Managed Data Services: Telia owns most leased
line infrastructure and therefore has nearly the entire market for
this service. The incumbent is also a strong data services player
and its domestic competition in data services is fairly weak. For
international communications, global carriers have some
presence in Sweden, but Telia’s links with other European and
North American carriers has meant that the incumbent can
often meet the needs of multinational corporations as well as it
does domestically focused ones.
Mobile: In mobile services, Telia’s subsidiary has the largest
market share, but the other operators have over the past years
continually managed to increase their market shares. The
number of players will increase when 3G begins, as two new
operators won licenses as well as two existing holders
(Europolitan and Tele2). Significantly, incumbent did not win a
3G license. Consumers are left with the choice of similar
offerings from the three operators. Europolitan has e.g. managed
to get much mind share after it was the first to launch GPRS
services.
CATV: Telia still owns a CATV network and has a majority share
of CATV lines. The next largest CATV operator is UPC.
Internet: The Internet market is very competitive in Sweden,
where population penetration is one of the highest in the world.
The incumbent is only one of many Internet access providers;
that is the market where Telia has the least influence, with only
30% of total connections.
Broadband: As Telia also still owns a CATV network, it dominates
the broadband market by offering cable modem, fiber to the
home, and DSL services. However, the government sponsored
construction of a national broadband network should help to
ensure that most homes and businesses have access to
competitive offerings in the near future, particularly in
broadband services. There is no BFWA in Sweden at present.
Ease of entry into telecoms market sectors
Fixed Telephony: It is not difficult to enter the fixed telephony
market, as CPS is available and interconnection rates are
reasonable. However, call charges have fallen to the point where
it will be difficult for a new operator to compete with more
established alternative operators and the incumbent.
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Leased Lines/Managed Data Services: These markets are both
difficult to enter as Telia owns most of the infrastructure and is
well-regarded among enterprises for its data services.
Mobile: The Swedish market – with its low population density has been dominated by Telia, leaving entry for new operators
with a tough task. There are currently discussions about selling
GSM frequencies to another operator to increase competition.
Orange and HI3G both got a 3G license, bringing in new
operators.
CATV: Over 50% of Swedish homes are passed by CATV
networks, but the technology does not suit some of the more
remote areas of the country. Therefore entry into the CATV
market may be technically possible, but in reality illogical and
too expensive.
Internet: It is not technically difficult to enter the Internet
sector since it is unregulated, but given the high Internet
penetration in Sweden, new entrants will now have difficulty
competing with existing players.
Broadband: Sweden is probably one of the more competitive
broadband markets in Europe since it has three competing
technologies that are fairly widespread: DSL, cable, and direct
fiber to homes and neighborhoods. However, Telia has recently
raised its prices for DSL services, and other operators find Telia’s
unbundling costs too expensive. Therefore, though alternative
operators can use either Telia’s wholesale DSL offer or LLU, Telia
still has the majority market share of DSL lines. As of July 2001,
less than 5% of total DSL lines were through unbundled
exchanges.
The main CATV providers also offer cable modem services which
compete with DSL, and operator B2 is providing direct fiber
connections to homes and SMEs.
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Table 27-1
Telecommunications Market Indicators: Sweden
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

69%

70%

1%

Household penetration (%)

100%

100%

0%

% of total subs that are consumer

66%

65%

-1%

PSTN/ISDN

% of total subs that are business

34%

35%

1%

Total PSTN/ISDN revenues (Meuro)

3,606

3,604

0%

Population penetration (%)

70%

81%

16%

Total mobile revenues (Meuro)

2,200

2,725

24%

2,162

2,632

48

% of connections that are consumer

90

91

% of connections that are business

10

9

Total connections (000)

1,871

2,140

14%

Total homes passed (000)

2,110

2,535

20%

Total connections (000)

67

304

351

DSL connections

30

101

236

Cable modem connections

37

195

423

BFWA connections

0

5

N/a

Direct fiber connections

0

2

N/a

Total connections (000)

53.5

51.3

-4

Total analogue connections

22.9

18.8

-18

Total digital connections, of which:

30.6

32.5

6

Up to and including 64K

24

25

4

>64K, <2M

4.7

5.4

16

2M

1.8

2.0

12

>2M

0.1

0.1

40

Mobile

Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

Source: IDC, 2001

Public Fixed Voice Telephony Market Overview
IDC estimates that Sweden’s fixed telephony market will reach
2.8 billion Euros in 2001. Foreign investors, mainly from
Norway and Denmark, will have approximately 3% of that
market.
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Table 27-2 shows fixed operators, while Figures 27-1 to 27-3
show operator market shares.
Table 27-2
Public Fixed Voice Operators in Sweden
Operator

Geographic
Coverage

Types of telephony
offered (local, LD, ILD)

Target markets
(business,
residential)

Telia

National

Local, LD, ILD, mobile

Both

Tele2

National

Local, LD, ILD, mobile

Both

Telenordia

Regional

Local, LD, ILD, mobile

Both

Source: IDC, 2001

Figure 27-1
Sweden: Fixed-Telephony Operator Market Shares by Direct
Subscribers

13%

Telia
Others

87%

Source: IDC, 2001
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Figure 27-2
Sweden: Fixed-Telephony Operator Market Shares by Minutes of Use
(Direct and Indirect Subscribers)

37%
Telia
Tele2
Telenordia
60%

Others

1%
2%

Source: IDC, 2001

Figure 27-3
Sweden: Fixed-Telephony Operator Market Shares by Revenue
(Direct and Indirect Subscribers)

Telia

42%

Tele2
55%

Telenordia
Others

1%
2%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Telia owns nearly all access lines in Sweden.
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CATV Access: CATV infrastructure is split between the operators
UPC, Telia, and Tele2, with Telia owning the largest network.
CATV networks pass over 50% of Swedish homes.
Fixed-Wireless Access: There is no BFWA infrastructure in place
yet in Sweden as licenses were just awarded in Q2 2001.
Mobile Cellular Access: Each of the three mobile operators owns
its own infrastructure.

Mobile market overview
The Swedish mobile market remains one of the most advanced
in Europe. The three major competitors are Telia, which lead the
market with over 3.2 million customers, Comviq/Tele2 and
Europolitan. The fourth GSM 1800 operator, Tele8, has yet to
announce when its network will be rolled out and when
commercial services will be launched. Sweden has lately
experienced a slowdown in growth reaching a mobile
penetration of 75% at the end of June 2001. About 2/3 of new
subscribers in 2001 have been Tele2 customers.
In December 2000 via a beauty contest, the Swedish government
announced the winners of the four 3G licenses available in the
country. The companies which were allocated the 3G licenses
were Comviq/Tele2, Europolitan, Hi3G, and Orange Sverige.
Telia Mobitel was the only GSM operator in Sweden to fail to win
a license. The company will have services for 3G in partnerships
with one or more 3G license holders in a network-sharing
agreement.
Europolitan, Telia and Tele2 have already launched its GPRS
services, with Europolitan being the first to launch its services.
Europolitan and Telia have already launched its GPRS services,
while Comviq/Tele2 is planning have the GPRS operational
sometimes in the first half of 2001.
IDC estimates that the Swedish mobile market will reach 2.8
billion Euros in 2001, with foreign investors from the UK
accounting for 11% of the total.
Table 27-3 shows mobile operators, while Figures 27-4 to 27-6
show market shares.
Table 27-3
Mobile Operators in Sweden
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Telia Mobitel

NMT450

98

both

GSM900/1800

97

both

GSM900

99

both

GSM900
Comviq/Tele2
Europolitan
Source: IDC, 2001
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Figure 27-4
Sweden: Mobile Operator Market Shares by Subscriber

15%

Telia Mobit e l
50%

Comviq
Europolit an

35%

Source: IDC, 2001

Figure 27-5
Sweden: Mobile Operator Market Shares by Minutes of Use

16%

Telia Mobit el
48%

Comviq
Eur o p o l i t an

36%

Source: IDC, 2001
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Figure 27-6
Sweden: Mobile Operator Market Shares by Revenues

15%

Telia Mobitel
50%

Comviq
Europolitan

35%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Telia
Ownership: Telia is majority owned by the Swedish government,
with 30% of shares publicly traded. This is likely to change in the
near future, however, following legislation that has recently been
passed by the Swedish government. As of October 1 2001, Telia’s
market capitalization was 15 billion Euro.
Services: Telia offers fixed telephony, Internet access, DSL and
cable modem broadband services, leased lines, and data services
to end-users, and also has an extensive wholesale business offers
capacity and value-added services to other carriers.
Partnerships: Capacity sharing and infrastructure acquisition
deals with the likes of Global Crossing, Colt Telecom, Fibernet,
and 360 Networks have given the company a network presence
in 15 European countries, in addition to ownership of both
Sweden’s local loop and its biggest cable TV company.
Telia has also tried to merge with some of its Nordic
counterparts on several occasions, all of which have been
unsuccessful. The operator is now involved in merger talks with
Sonera, the Finnish incumbent.
International Strategy: Telia has focused on building a presence
in the Baltic countries (Latvia, Lithuania, and Estonia) and
Scandinavia through acquiring direct stakes in fixed and mobile
operators in that region or establishing wholly-owned
subsidiaries.
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Strengths and Weaknesses: Telia still has a majority market
share in core telephony services (see market share charts above),
and Sweden’s dispersed population means that new operators
will not invest in coverage outside major population centers.
Telia also has an advantage in owning a cable operator, since it
can offer bundled services to residential customers.
However, Telia will lose out once 3G operators begin offering
services, as it does not own a 3G license. Telia will have to
instead rely on network-sharing with other operators as an
MVNO, and renting 3G capacity will undoubtedly be expensive.
This may cut into Telia’s share of the mobile market. In addition,
the government-sponsored broadband initiative funds Telia’s
competitors, which is a threat to the incumbent’s current
dominance of the broadband market via DSL and cable services.
Tele2 AB
Ownership: Tele2 is owned by the Swedish holding of the same
name, and is publicly traded. Tele2 is the most serious
competitor to Telia in the Swedish market. This is principally
due to the fact that it is the only telco with a similar range of
access channels at its disposal, from mobile, through traditional
fixed telephony, to cable television. As of October 1 2001, Tele2’s
market capitalization was 4.2 billion Euro.
Tele2’s fixed telephony customers are now close to one million.
The operator also serves an additional 321,000 households with
its Kablevision CATV service.
Partnerships: Significantly, Tele2 has also built on its network
presence over the last year. In addition to its capacity agreements
with the national rail and electricity companies, the operator
signed an agreement with Orkla in June 2000 to provide
fixed/mobile telephony and datacoms services across the Nordic
region.
International Strategy: Tele2 has pursued a European-focused
international strategy. Countries where the operator’s
subsidiaries are present include the Baltic states, Germany, and
Norway.
Strengths and Weaknesses: Tele2’s international strategy allows
it to achieve economies of scale, as it can leverage some
programming and services among several countries. In addition,
Tele2 owns its access infrastructure in Sweden, so it does not
have to rent capacity from Telia.
However, Tele2 serves mainly the consumer market, which
generates lower revenues per connection than the business
market. In addition, since Tele2 is publicly traded, downturns in
capital markets can hit the company hard, and slow down its
rollout of new services and network infrastructure.
Telenordia
Ownership: Telenordia is now 100% owned by Telenor since BT
sold its stake in the company in mid-2001.
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Services, Strengths, and Weaknesses: The division of its
operations into a core company focusing on traditional services,
the award of a 3G license, and the formation of a subsidiary
focusing on the development of broadband services, will all assist
Telenordia in mounting a serious challenge to both Telia and
Tele2.
Song Networks (formerly Tele1)
Ownership: Song Networks began as Tele1 Europe Holding and
was formed in 1995. It is publicly traded, and as of October 1
2001 had a market capitalization of 76.7 million Euro.
Services: The operator provides broadband services for voice,
data and Internet to large and midsize Nordic businesses.
International Strategy: The company is represented in nine
areas in the Nordic region and has a head office in the region’s
main capitals.
Strengths and Weaknesses: Song is serving the Nordic market,
which is one of the most sophisticated in the world in the use of
Internet services. However, Song’s dependence on capital
markets for financing leaves it vulnerable during this period of
market slowdown.
Mobile Operators
Telia Mobitel
Telia Mobile is the leading operator of mobile services in
Scandinavia.
Ownership: Swedish government 70.6% (SWEDEN), free
floating 29.4%
Services: Telia Mobile is at the forefront of developments in
mobile and wireless services. Telia Mobile offers wireless and
mobile services to companies and citizens. In 1999, Telia Mobile
launched the worlds first commercial WAP-portal, MyDof. Its
operations also covers other radio-based communication services
for transport and shipping on sea and air.
International and domestic alliances: Telia is part of the Telia
group that has operation in other Scandinavian countries.
Strengths and Weaknesses: Telia is a leading Nordic mobile
operator. However, it failed to win a 3G license, which has
resulted in a negative perception as it is the incumbent operator.
Comviq/Tele 2
Comviq/Tele2 is the second largest operator in Sweden. The
Comviq division focuses on the consumer market, and Tele 2
focuses on the business sector.
Ownership: 100% owned by Tele2
Services: Comviq/Tele2 provides a wide range of mobile
telecommunications services including value added services and
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products, such as voicemail, SMS, voice activated dialing and
data and fax as well as GPRS.
Strengths and Weaknesses: Comviq/Tele2 is a strong consumer
brand in Sweden, but this also mean low revenues per user. It
has compared to the other operators managed to get the largest
increase in new users in 2001 which is due to its focus on the
popular pre-paid subscription.
Europolitan-Vodafone
Europolitan –Vodafone is the smallest mobile operator in
Sweden with a customer base of 1 million customers as of March
2001. As of October 1, 2001, Europolitan had a market
capitalization of 2.8 billion Euro.
Ownership: Vodafone Group 71.1% (UK), Public 28.9%
(SWEDEN)
Services:
Europolitan offers services for individuals and
companies, both large and small Mobile telephony. Consumers
can choose between several types of subscription, depending on
how much they need to call.
International and domestic alliances: In February this year,
LunarWorks signed an agreement with Europolitan Vodafone
concerning the purchase of network capacity. The collaboration
around LunarMobil is an extension of this agreement.
LunarMobil will be an independent company with its own net
sales and profitability targets.
Strengths and Weaknesses: Europolitan and Hi3G, two
companies granted 3G licenses in Sweden, have agreed to jointly
build part of their 3G infrastructure. The agreement in principle
will help ensure that the two companies achieve a fast,
environmentally friendly and cost-effective roll out of Sweden’s
best 3G-networks. Both parties are open to co-operation with
others.
Europolitan has a strong corporate user base, but has not been
able to tap into the consumer market. Europolitan has had a
head start in the GPRS market which can be leveraged to a
considerable strength in the ‘packet world’.

Internet Market Overview
There are 120 ISPs in Sweden, ten of which operate on a large
scale and service the large business community. Sweden has
introduced subscription-free services in line with other
European countries, but has not yet introduced unmetered dial.
DSL services in Sweden are not as widespread as they are in
other Nordic countries: much of ADSL deployment is on a trial
basis and will be offered on a large scale during 2001. Telia is the
only player offering ADSL to the residential market, but a
number of companies have intentions to enter the market once
LLU is implemented and is priced competitively.
Broadband access to the residential market has been a major
recent development and a number of operators offer to install
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local area fiber networks. Currently Telia and Bredbandsbolaget
(B2) are offering fiber-to-the-building (FTTB). In July 2000, B2
also formed a joint venture with Consortiuum Group to offer
high-speed access in the Benelux region; the new company is
B2Benelux. In September 2000, B2 admitted problems in not
meeting rollout targets.
Two million households in Sweden have cable connections and
cable operators have started to offer broadband connections.
Ownership of the local area networks will be transferred to the
housing associations, although operators normally maintain the
right to deliver content services through the network for a
certain period. For example in a number of apartment blocks,
networks have been installed that could carry both telephony
and broadband services. This faces the danger of creating
monopolies as users are tied to one service provider and it is
difficult for other operators to offer services.
ISP Profiles
Telia
The Swedish incumbent Telia is the leading telecommunications
provider in Sweden and is rapidly building its IP-based business.
It has currently 730,000 subscribers in Sweden, which makes it
the largest ISP in the Nordic region. In 2000 Telia accounted for
a 40% share of the corporate Internet access market and a 32%
share of the total Internet access market.
The business solution and “people solution” business units
provide Internet access to business and residential customers.
Telia has an IP backbone presence in 30 other countries.
Tele2
Tele2 is a Swedish telecommunication company created in 1993.
The company split its activities geographically into regions such
Nordic, Baltic, Eastern Europe, Southern Europe, Luxembourg
and other brands. Tele2’s strategy has been to launch fixed lined
services and develop new products and services. The company
tends now to focus on mobile telephony.
For business customersTele2 offers fixed line, ISDN and ADSL
services. At the end of 2000, Tele2 had a total of 256,000
subscribers. The company provides Web hosting mainly for small
and home businesses, and operates wireless access in Oslo. Tele2
in Denmark continues to show high growth as a major telco and
ISP. Its residential division, Get2Net, launched in May 1997,
continues to be the second biggest in Denmark. Tele2’s business
subsidiary Uni2 (formed from UniC, whose commercial
customers were acquired by Tele2 from the Ministry of
Education in June 1997).
Tele2 is putting down its own cable between Denmark and
Sweden, the company’s home market. This will replace capacity
leased from TeleDanmark and will strengthen Tele2’s ability to
compete on price in the telco and Internet markets.
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Despite these moves, Get2Net has maintained a relatively low
profile in the past year, with limited marketing activity compared
to the success it had previously with mass mailing marketing
campaigns (e.g. a CD sent to every household).
Spray
Spray was established in 1995 by a group of six entrepreneurs
and has established itself as the number three ISP in Sweden. In
September 2000 Lycos Europe acquired Spray. The previous
primary owner of Spray, Spray Ventures AB, received 17% of
Lycos Europe in return. Spray accounts for 460,000 dialup
Internet access subscribers, 90% of which come from the
consumer market.
Bredbandsbolaget (B2)
The company is partly owned by the Swedish consultancy fiorm
Framtidsfabrikine (Framfab). It is specialised on broadband in
Sweden but has expanded in the Belgian market together with
Framfab through the company B2 Benelux. Bredbandsbolaget
has built a business out of providing 10Mbps Internet
connections over Ethernet networks to apartment buildings in
Stockholm. The company provides Internet access to residential
and business customers.
Utfors
Utfors is a Swedish broadband communication services provider.
The company targets mainly businesses. Its IP services focuses
on Telephony and fax over the Internet, Internet connections for
private customers, fixed Internet access, LAN to LAN over the
Internet, Dialled VPN for companies, and fixed VPN over the
Internet for business.
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Chapter 28
Switzerland
Overview
Regulatory Developments

Licenses: As of October 2001, Switzerland had awarded the
following licenses:
•

269 for fixed network services

•

34 BFWA licenses (3 national and 31 regional)

•

26 for fixed satellite

•

4 for mobile satellite

•

29 for mobile, including GSM and 3G

CPS, NP: Since deregulation began in 1998, the Swiss regulator
has introduced carrier pre-selection (1999) and fixed and mobile
NP (2000).
LLU: Swisscom and the government have both delayed LLU in
Switzerland. In September 2000, the government voted to delay
a decision on full unbundling until another decision regarding
the partial privatization of Swisscom is made. As a result, LLU is
likely to be considerably slower in Switzerland than in many
other European markets and may not become a reality until
2002.
In November 2000, an order was given for Swisscom to begin
unbundling, starting with a wholesale bitstream offering as the
first stage in what seems likely to be a protracted process.
However, in March 2001, this ruling was itself overruled by the
Swiss Federal Court.
State of competition in telecoms services
Fixed Telephony: Swisscom owns most fixed access lines for
telephony except for those that CATV operators have upgraded
for telephony services. CPS has allowed for alternative operators
to compete for traffic and therefore revenues, but new operators
cannot yet get access to Swisscom’s exchanges as LLU has not
begun. The main competitor to Swisscom is TDC Switzerland,
also known as Sunrise, which has an 11% market share of
revenues.
Leased Lines/Managed Data Services: As Swisscom owns most
access lines, it also controls the domestic leased line market.
There are competitors in Switzerland using capacity rented from
Swisscom to offer data services, but there too Swisscom has the
majority market share, particularly for domestic services. Due to
Switzerland’s role as a financial and international organization
center, global providers has a presence in the international data
market.

HT04B

- 432 -

A IDC

Mobile: Swisscom also dominates the mobile sector, which its
mobile subsidiary accounting for 66% of total subscribers (see
market share charts below). The Swiss population has more
choice in mobile services, where there are three national mobile
operators. The incumbent had a monopoly until 1998, but since
then the new entrants have increased choice which has led to
strong growth.
CATV: There is a high level of CATV coverage in Switzerland,
particularly in urban areas, but only one large operator,
Cablecom. There are also a few smaller local CATV franchises
which have a monopoly in their area, such as TBW, but they only
account for a small number of subscribers.
Internet: The incumbent’s ISP Bluewin, shares the majority of
Internet connections (approximately 75%) with its main
competitor TDC.
Broadband: Swisscom has the majority of DSL connections in
Switzerland as LLU has not yet occurred. Swisscom does offer a
wholesale DSL service which its main competitor, sunrise, offers.
In addition Cablecom, which covers mainly urban areas, offers
cable modem service. Lastly, the government awarded both
national and regional BFWA licenses in 2000, but the winners
have not made public their progress in building networks.
Ease of entry into telecoms market sectors
Fixed Telephony: It is not difficult to offer telephony services in
Switzerland, as is clear in the number of telephony licenses that
have been awarded since liberalization. However, due to the lack
of LLU, new entrants will need to either build their own
networks or lease capacity and interconnect with Swisscom.
Leased Lines/Managed Data Services: Swisscom controls the
leased line market and there are also some global operators
which offer international links. The data services market is
possible to enter but is very competitive with two main domestic
players, Swisscom and sunrise, as well as global providers
serving multinationals and international organizations.
Mobile: There are also few operators that are reselling mobile
services (MVNO) via their own brand which has also led to
growth and choice for users (these operators would bundle fixed
and mobile services).
CATV: There is already a high degree of CATV coverage and
usage in Switzerland, as 75% of homes are passed by networks,
and most are now owned by Cablecom. It is therefore only
possible to enter the CATV market via acquiring one of the
remaining regional providers, which are not in high-revenue
earning areas.
Internet: The Internet market is easy to enter but the market
domination by Swisscom and sunrise mean that it will be
difficult for a new entrant to compete effectively.
Broadband: Entry into the DSL market is only possible through
signing to Swisscom’s wholesale access offer, while cable modem
entry follows the same pattern as CATV above. It may be possible
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to enter the BFWA market through acquiring licenses of carriers
that are having financial difficulties or have gone bankrupt
altogether, such as Broadnet and Callino.
Table 28-1
Telecommunications Market Indicators: Switzerland
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

73%

76%

3%

Household penetration (%)

111%

117%

6%

% of total subs that are consumer

75%

74%

-0.7%

PSTN/ISDN

% of total subs that are business

26%

26%

0.4%

Total PSTN/ISDN revenues (Meuro)

4,317

4,205

-3%

Population penetration (%)

64%

74%

14%

Total mobile revenues (Meuro)

2,132

2,850

34%

Total Internet connections (000)

954

1,333

23

% of connections that are consumer

83

85

2%

% of connections that are business

17

15

-2%

Total connections (000)

1,450

1,613

11%

Total homes passed (000)

2,580

2,927

9%

Total connections (000)

35

145

317

DSL connections

1

15

984

Cable modem connections

33

124

273

BFWA connections

0

5

N/a

Total connections (000)

88.4

86.3

-2

Total analogue connections

33.3

27.6

-17

Total digital connections, of which:

Mobile

Internet Access

CATV

Broadband

Retail Leased Lines

55.1

58.7

6

Up to and including 64K

39.5

41.1

4

>64K, <2M

11.0

12.5

13

2M

4.6

5.1

12

>2M

0.1

0.1

19

Source: IDC, 2001

Public Fixed Telephony Voice Market Overview
IDC estimates that the Swiss fixed telephony market will reach
3.8 billion Euros by 2001. Foreign investors from Denmark will
make up 19% of the total.
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Table 28-2 shows telephony operators, while Figures 28-1 to 28-3
show operator market shares.
Table 28-2
Public Fixed-Telephony Operators in Switzerland
Operator

Geographic
Coverage

Types of telephony
offered (local, LD, ILD)

Target markets
(business,
residential)

Swisscom

National

Local, LD, ILD, mobile

Both

Sunrise

National

Local, LD, ILD, mobile

Both

Multilink

Regional

Local, LD, ILD

Business

Source: IDC, 2001

Figure 28-1
Switzerland: Fixed-Telephony Operator Market Shares by Direct
Subscribers

8%

2%

Swisscom
TDC
Others

90%

Source: IDC, 2001
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Figure 28-2
Switzerland: Fixed-Telephony Operator Market Shares by Minutes of
Use (Direct and Indirect Subscribers)

3%
11%

Swisscom
TDC
Others

86%

Source: IDC, 2001

Figure 28-3
Switzerland: Fixed-Telephony Operator Market Share by Revenue
(Direct and Indirect Subscribers)

4%
11%

Swisscom
TDC
Others

85%

Source: IDC, 2001

Overview of telecommunications access infrastructure
Fixed Access: Most urban households and businesses have
access to the fixed networks of the two main telcos Swisscom
and TDC, as well as the major cable operator Cablecom. Access
in less populated areas, however, tends to be limited to Swisscom
only.
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CATV Access: CATV networks cover 75% of Swiss households,
and most are now owned by Cablecom.
Fixed-Wireless Access: There is no available information about
the progress BFWA operators have made on network rollout.
Mobile Cellular Access: The three main operators own their own
infrastructure and all cover at least 95% of the Swiss population.

Mobile market overview
Within two years of the commercial launch of Orange
Switzerland, the joint venture between Orange, Viag and one of
the major Swiss banks had gained almost 850,000 mobile
customers. This has affected the other two mobile players in the
Swiss market, Swisscom NATEL, the mobile arm of Swisscom,
and diAx, which started its commercial operations in December
1998. The competition among Swisscom and the two new
operators is driving the growth, taking the population
penetration to almost 64% at the end of 2000.
In December 2000, the Swiss government granted four 3G
licenses to the three existing mobile operators, plus Team 3g, a
consortium formed by Telefonica, Sonera and the Australian
telco One.tel. The licenses, which were allocated via auction,
went to Dspeed (diAx), Orange, Swisscom, and Team 3G.
sunrise is currently the only operator in Switzerland to offer
GPRS services, (it launched its service too early and have had to
enter a relaunch), while Swisscom and Orange launching dates
for the 2.5 G service are expected to be live shortly. In 2000,
Swisscom introduced its HSCSD services, and the operator is
currently the only one in the country to offer the service.
IDC estimates that the Swiss mobile market will reach 2.9 billion
Euros in 2001, with foreign investors from the UK, France, and
Denmark making up 42% of the total.
Table 28-3 shows mobile operators, while Figures 28-4 to 28-6
show operator market shares.
Table 28-3
Mobile Operators in Switzerland
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Swisscom NATEL

GSM900/1800

99

both

DiAx

GSM900/1800

95

both

GSM1800

99

both

Orange
Source: IDC, 2001
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Figure 28-4
Switzerland: Mobile Operator Market Shares by Subscriber

1%
17%

Sw isscom
TDC Sw itzerland

14%

Orange
Other
68%

Source: IDC, 2001

Figure 28-5
Switzerland: Mobile Operator Market Shares by Minutes of Use

1%
19%
Sw isscom
TDC Sw itzerland
14%

Orange
66%

Other

Source: IDC, 2001
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Figure 28-6
Switzerland: Mobile Operator Market Shares by Revenues

16%

1%

Sw isscom
TDC Sw itzerland

13%

Orange
Other
70%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Swisscom
Ownership: The Swiss government owns a majority stake in
Swisscom (65.5%), while the remaining shares are publicly
traded. As of October 1 2001, Swisscom’s market capitalization
was 21.5 billion Euro.
Swisscom is a PTO in transition, trying to overcome bureaucracy
and restrictive legislation. For example, the process necessary in
order for the government to sell its majority stake in the
company is likely to take two years or more, and may even be the
subject of a public referendum. The first step towards a
privatization was taken in December 2000, when Swisscom
restructured its business into three separate units: Enterprise
Solutions, Information Technology and PBX Services. These
units can be partially or totally sold in the future. The company
plans a merger of its Network Services and Wholesale and
Consumer Communications.
However, whilst Swisscom’s management desires full
privatization, it retains a monopoly incumbent attitude to local
loop unbundling, to which it is aggressively opposed. In
common with other incumbents, Swisscom has also been forced
to make substantial cuts in both leased line prices and
interconnection charges.
International Strategy: Swisscom has few international
ventures. It is selling a minority stake in the Czech incumbent
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operator, and is now present mainly in Austria through its joint
ownership of alternative operator UTA.
Strengths and Weaknesses: It remains to be seen whether the
major restructuring announced in August 2000, which split the
company into seven autonomous units, will give this operator
the multi-focused approach it needs in order to address the
challenge of an increasingly competitive Swiss market.
However, Swisscom is facing declining revenues in its core fixedtelephony services, and does not have new revenue sources from
new services and international operators to make up for the
shortfall.
sunrise Telecommunications/TDC Switzerland
Ownership: The current incarnation of Sunrise is the product of
a merger in November 2000 between the two main competitors
to Swisscom, Sunrise and diAx, both of which were majority
owned by TDC. TDC remains the majority shareholder, but Swiss
railways and investment bank UBS also have significant
holdings. The company now trades as TDC Switzerland but the
Sunrise brand has been retained for the time being.
Strengths and Weaknesses: The consolidation of Sunrise and
diAx brought together the strengths of diAx in the mobile arena,
and sunrise’s leadership as the largest competitive Internet and
fixed line operator in the Swiss market. The operator also has the
advantage of use of the Swiss railways for transmission.
However, confusion over the company’s brand may cut into the
operator’s revenues in the short term.
Multilink
Ownership: Multilink began as a joint venture between France
Telecom and Deutsche Telekom, launching SME focused services
in 1998. In May 2000, Deutsche Telekom bought France
Telecom’s share of the enterprise as part of its aggressive
international expansion strategy.
Services: Multilink has developed its service within Switzerland
to provide direct fiber connectivity within and between
metropolitan area networks, as well as international connectivity
via Deutsche Telekom’s European backbone network.
Multilink also claims to lead in the provision of call center
services within Switzerland.
Strengths and Weaknesses: Having a single owner should
improve the management decision-making process and thus
improve the scale on which Multilink can service customers
needing German-Swiss connectivity. However, it faces strong
competition from both Swisscom and TDC/Sunrise.
Cablecom
Ownership: Cablecom is Switzerland’s leading cable TV operator
with 53% of the market and 1.5 million subscribers in 12 cities.
It was purchased by ntl of the UK in March 2000.
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Services: In addition to offering CATV service, Cablecom also
owns one of the country’s largest ISPs, SwissOnline, which has
around 150,000 Internet customers, and offers a broadband cable
modem service under this brand.
NTL has embarked upon a strategic network upgrade program
for this subsidiary, which will give it a national fiber-optic
backbone by the end of 2001, covering some 75% of the country.
This is key for attracting business-to-business customers with
high-grade carrier services and broadband Internet access.
Other key elements of the strategy include increasing capacity in
major cities and introducing value-added services such as digital
interactive, subscription, and pay per view television, in addition
to telephony.
Strengths and Weaknesses: Cablecom is the largest CATV
operator in Switzerland, and is unlikely to encounter any new
challengers in CATV services in addition to smaller, regionallyfocused operators. However, broadband services via DSL, which
is Swisscom’s domain, can offer entertainment programming to
consumers such as video-on-demand, which could compete with
CATV.
Mobile Operators
Swisscom NATEL
Swisscom is the leading mobile operator in Switzerland with
over 2.4 million customers.
Ownership: Swisscom 75% (SWITZERLAND), Vodafone Group
25% (UK)
Services: In Switzerland, Swisscom offers a comprehensive
range of mobile products and services.
International and domestic alliances: In May 2001 Swisscom
sold off its 51% stake to SwissConnexx, which already owns 49%
of the shares to All Wireless AG, the 41-strong company
specializing in TELEPAGE® services. The sale will give All
Wireless greater flexibility and will enable it to exploit synergies
with SwissConnexx.
sunrise (formerly diAx)
sunrise is the smallest mobile operator in Switzerland with
around 700,000 mobile customers.
Ownership: TDC 78.6% (DENMARK), diAx Holding16.6%
SWITZERLAND), SBB 2.6% (SWITZERLAND), UBS 2.1%
(SWITZERLAND)
Services: In the mobile phone segment, sunrise offers various
innovative service packages. A number of subscriptions with a
choice of monthly call minute options are available, together
with the attractive rechargeable prepaid card. The company also
offers additional services such as phone calls abroad, call
answering, SMS and WAP services.
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International and domestic alliances: In September 2000, diAx
signed a contract with Yahoo! for an unlimited duration. This
cooperation enables users of the diAx dplanet portal to access the
information contents and services of Yahoo! via a prominently
placed link.
Strengths and Weaknesses: TDC is an fully integrated provider
of telecommunications services, but has lost its number two
position in the mobile market to Orange.
Orange Communications
After one year from the launch Orange Communications SA is
able to cover 95% of the Swiss population. Orange has also
expanded from mobile telephony to cover all aspects of wireless
communication including mobile Internet access with exciting
new services rolling out all the time.
Ownership: France Telecom-Orange 87.5% (FRANCE), BCV
7.5% (SWITZERLAND), Swissphone AG 5% (SWITZERLAND)
Services: Orange communication offers a variety of services for
business and consumers, such as WAP, voice calls, voice mail,
mobile internet.
Strengths and Weaknesses: Orange has a strong consumer
brand which has led the overtake of TDC as the number two
mobile operator in terms of subscribers. However, new 3G
licensees may threaten its position in the future.

Internet Market Overview
The Swiss Internet market is largely divided between Swisscom
and sunrise, which have approximately 75% of total Internet
subscribers in the country. The remainder of the market is made
up of smaller, regionally-focused players.
Subscription-free access is available in Switzerland, and
broadband access is possible through DSL nationally and cable
modem in urban areas of the CATV operator’s networks.
IDC estimates that Switzerland will have 1,134 Internet
connections by the end of 2001.
ISP Profiles
BlueWin
Swisscom’s Internet subsidiary recently changed its name from
BlueWindow to BlueWin, and has a predominantly domestic
market focus, due to its parent’s dominance of the national
market: Bluewin is 92%-owned by Swisscom. In 2000, Swisscom
postponed a planned initial public offering of BlueWin, and has
said it will not hold it until 2002 at the earliest.
For approximately four years, Bluewin has offered a Internet
service for private and SoHo customers. It provides the following
services:
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• FreeWay is the subscription-free access service for residential
customers and launched in August 1999.
• HighWay is a subscription-free access service for higher-end
users. It includes access to the electronic telephone directory
(ETV), Web space and email-to-SMS.
• BroadWay Light and BroadWay Basic are BlueWin’s ADSL
services for residential and business customers.
Swisscom currently has no plans to launch unmetered dial
access; access charges remains the major revenue stream for the
ISP, particularly in the face of falling ad rates.
TDC Switzerland (former Sunrise and diAx)
Sunrise began offering Internet service in May 1998, and
extended its service at the beginning of 1999 by offering a free
access service, Sunrise free surf. In merging with diAx,
sunrise/diAx is now the largest ISP in Switzerland after Bluewin.
TiscaliNet
TiscaliNet offers subscription-free Internet access.
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Chapter 29
Turkey
Overview
Regulatory developments

Licenses: As the Telecoms Authority is currently in the process
of establishing its regulations governing the telecoms markets of
the country, it has yet to take an active role regulating the
industry. Until May 2001, license issuance decisions were still in
the hands of the Transportation Ministry. Much to the objection
of the Ministry, the Authority was finally granted control of the
licensing process with the approval of the Privatization Law in
May 2001, solidifying its position as an independent body.
Most telecommunications sectors remain under the monopoly
control of Turk Telekom. There are thus a limited number of
licenses and authorization agreements that have been issued to
date. The most significant of these are the two GSM-900 licenses
issued to the incumbent mobile operators, Turkcell and Telsim,
and the newly issued GSM-1800 license that was issued to the
Telecom Italia/IsBank consortium, IsTIM. A fourth GSM license
has been awarded to the fixed-line monopoly, Turk Telekom, as a
sugar-coating for its upcoming privatization. The government
has conceded to demands by competitors for assurances that the
GSM operation will remain distinct from the parent company.
3G mobile license tenders are yet to be announced. Currently,
the Telecoms Authority is hoping to issue 3G licenses by the end
of 2002. The existing GSM-900 operators have already expressed
interest in 3G licenses.
Telecommunications licenses issues in Turkey are:
•

One concession agreement held by Turk Telekom for all fixed
voice and data infrastructure and services, nation-wide.

•

Two GSM 900 licenses.

•

Two GSM 1800 licenses.

The Telecommunications Law of 2000 also defines the scope of
Turk Telekom’s monopoly on all voice telephony, as well as
communications infrastructure operation. Although this
monopoly expires in December 2003 under the Telecoms Law of
2000, the law keeps the doors open for datacoms and other value
added service providers to enter the Turkish market. To date, no
such licenses have been issued, although there are several
Turkish companies that have been authorized to offer their
services. These include Kablonet, Ultra, and Interactive, all of
which offer CATV Internet services over Turk Telekom’s CATV
network. KocNet, a division of the Turkish Koc conglomerate,
runs a VPN.
Internet services provision is the only other sector of the
telecommunications market in Turkey that has been fully
liberalized. There are currently some 80 ISPs in Turkey. There
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has been no licensing requirement for ISPs in the country,
although a new e-Media Law, approved in June 2001, required
new ISPs to seek permission from the Telecoms Authority prior
to launching operations. This law was later cancelled.
Voice over IP is also monopolized by the incumbent operator,
Turk Telekom, which offers fee-based VoIP services to its CATV
Internet subscribers.
LLU, CPS, NP: There are no policies or regulations in place
concerning local loop unbundling, number portability, or carrier
selection.
Disputes: The expiration of the interconnection agreement
between the two GSM-900 operators and the fixed-line monopoly
Turk Telekom in 2000 marked the beginning of a drawn out
court battle between the three operators. The disagreement on
interconnection has yet to be settled, and at least one party, Turk
Telekom, favors the involvement of the Telecoms Authority in
the settlement.
Although no formal request has yet been made by any of the
parties for the involvement of the Telecoms Authority, the
Authority maintains that it is monitoring the dispute.
A more recent dispute has risen between the country’s major
ISPs and Turk Telekom. The ISPs contend that Turk Telekom is
leveraging its ownership of the Internet infrastructure to offer
drastically reduced prices on its dial-up service direct to endusers, undercutting the prices of private ISPs. Furthermore, the
operator has recently increased prices for ISPs utilizing its
TTNet infrastructure (more notably on virtual POP prices, which
increased by 124% in one year). This has been reflected in an
increase in subscription prices by the ISPs.
The Competition Authority, a monitoring body for competition
in various industries, is investigating the matter. In a retaliatory
move, however, three of the biggest ISPs have decided to prevent
TTNet dial-up subscribers access to their portals’ content. The
Telecoms Authority has not yet intervened in this dispute.
Changes in regulatory authority: The passage of the
Telecommunications Law in 2000, which paved the way for
market liberalization and the privatization of Turk Telekom, also
created the country’s first independent telecommunications
regulatory body, the Telecoms Authority (Rekabet Kurumu). The
approval of the Privatization Law in May 2001 further modified
the privatization and liberalization frameworks, while giving the
regulatory body further responsibilities.
Change in tariff setting: Prior to the Telecommunications Law
of 2000, the Ministry of Transportation dictated tariff-setting
policies. The new law, however, gives this power to the Telecoms
Authority. The newly established Authority is currently in the
process of formulating its policies regarding tariff setting. It is
expected that the Telecoms Authority’s tariff policies will be
ready by the second half of 2001.
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State of Competition in Telecoms Services
Fixed Telephony/Leased Lines/Managed Data Services/CATV:
Turk Telekom still has a monopoly on fixed voice, datacoms,
CATV infrastructure, and transmission.
Turk Telekom’s monopoly over all datacoms and Internet
infrastructure and access networks leaves the operator with
tremendous control over Internet and datacoms services.
Mobile: The issuance of two GSM 1800 licenses by the Ministry
of Transportation in 2000 brings the total number of mobile
players from two (excluding the NMT operations of Turk
Telekom) to four. Turk Telekom does not have a large share of
this market, which is instead dominated by its competitors
Turkcell and Telsim (see mobile market overview below).
The monopoly that Turk Telekom still enjoys on all transmission
traffic, however, leaves the operator with some control over the
mobile operators in the market. Under the current conditions,
mobile operators are required to lease transmission capacity
from the fixed-line monopoly. This has the mobile operators
worried, as transmission capacity is set to develop into a
bottleneck for the mobile operators, as traffic growth forecasts
are soon to outstrip the current capacity offered by Turk
Telekom, particularly between the major metropolitan cities of
the country. The law does, however, permit operators to set-up
their own transmission equipment if and when Turk Telekom
fails to meet their capacity demands.
Internet: TTNet, which now owns country’s only Internet
backbone, has faced criticism from ISPs, who claim the network
has severe quality-of-service problems.
Broadband: In a complaint to the Competition Board, Turkey’s
ISPs accused Turk Telekom of limiting their access to the CATV
infrastructure by allowing a maximum capacity of only 64 Kbps
to ISPs providing Internet access through its CATV
infrastructure, while it has allowed five times this capacity to its
ISP subsidiary TTNet. The CATV infrastructure is owned by Turk
Telekom, but operated by regional companies in revenue sharing
contracts. Turk Telekom has permitted these contractors to offer
customers and businesses Internet access through their own ISP
service.
Ease of entry into telecoms market sectors
Fixed Telephony/Leased Lines/Managed Data Services Entry
into the Turkish communications markets varies from sector to
sector. Voice telephony and datacoms infrastructure remains the
monopoly domain of the incumbent operator, but new providers
can offer data services over Turk Telekom’s infrastructure.
Mobile: Entry into the mobile sector requires licensing (by the
Ministry of Transportation, and, as of May 2001, by the Telecoms
Authority). There are no additional GSM license tenders planned
in the country, even though the tender for a third GSM 1800
license passed without any bidders in 2000. 3G license tenders
are likely to be announced by the end of 2002.
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CATV: Cable TV infrastructure remains the monopoly of Turk
Telekom. Turk Telekom has revenue sharing agreements with
several CATV service providers that build the infrastructure
according to Turk Telekom’s roll-out plans, while sharing service
revenues with the operator.
Internet: Internet services provision is the only sector that is
open for new entrants without a licensing process. There are
more than 80 ISPs in the country, although the top five players
control more than 75% of the market.
Broadband: Broadband infrastructure is also a monopoly of Turk
Telekom. Broadband services are offered by ISPs, which resell
Turk Telekom broadband services to their clients.

Public Fixed Telephony Market Overview
The Telecommunications Law of 2000 stipulates that the public
fixed voice telephony market remains under the monopoly
control of the incumbent operator, Turk Telekom, until the end
of 2003, or until 50% or more of the company is privatized.
Plans are to fully liberalize the telecommunications market by
that time, although there are efforts by the Telecommunications
Authority to bring the liberalization deadline forward to 2002
instead.
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Table 29-1
Telecommunications Market Indicators: Turkey
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

28%

29%

1%

Household penetration (%)

94%

95%

1%

% of total subs that are consumer

76%

76%

0%

PSTN/ISDN

% of total subs that are business

24%

24%

0%

Total PSTN/ISDN revenues (Meuro)

3,995

3,590

-10%

Population penetration (%)

24%

27%

3%

Total mobile revenues (Meuro)

3,789

3,250

-14%

Total Internet connections (000)

1,924

2,621

36%

% of connections that are consumer

77%

69%

-8%

% of connections that are business

23%

31%

8%

885

950

7%

2,300

2,400

4%

Total connections (000)

4.3

7.8

81%

DSL connections

0.1

0.8

800%

Cable modem connections

4.2

7.0

67%

Mobile

Internet Access

CATV
Total connections (000)
Total homes passed (000)
Broadband

BFWA connections

0

0

Fiber connections

N/A

N/A

Total connections (000)

15.4

15.0

-3%

Total analogue connections

9.3

9.1

-2%

Total digital connections, of which:

6.1

5.9

-3%

Up to and including 64K

5.9

5.8

-2%

>64K, <2M

0.1

0.1

0%

2M

0.1

0.0

0%

>2M

0.0

0.0

0%

Retail Leased Lines

Source: IDC, 2001

Public Fixed Telephony Overview
IDC estimates that fixed telephony market revenues in Turkey
will reach Euro 3,593 million by year-end 2001. As Turk Telekom
is still a monopoly owned by the state, no foreign investors
generate any fixed line revenues in Turkey.
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Overview of Telecommunications Access Infrastructure
Fixed Access: Voice telephony is available in all cities, and most
villages of the country. The country’s fixed switching capacity is
about 85% digitalized.
CATV Access: CATV infrastructure is fairly limited to the Turkish
population, with only 2 million households passed by year-end
2000. There are aggressive plans for further roll-out, although
planned investments in the infrastructure might be postponed
due to the economic crisis that has impacted
telecommunications investments. Older CATV infrastructure has
been mostly digitalized, while new infrastructure is fully digital.
Various value-added services are being introduced on the CATV
infrastructure, including Internet access and datacoms services.
Fixed-Wireless Access: Narrowband WLL has been used by Turk
Telekom to providing telephony service to remote villages. BFWA
is not yet offered in the country.
Mobile Cellular Access: The liberalization of the mobile market
has contributed to an explosive growth in this market as well.
GSM services are now available to over 65% of the population,
and over 99.5% of all towns with more than 10,000 inhabitants.

Mobile Market Overview
IDC estimates that Turkish mobile market revenues will reach
Euro 3.25 billion in 2001. Of that, Turkcell and IsTim are the two
operators with substantial foreign investors. That foreign
investment accounts for about 28% of the market, with Sonera
of Finland and Telecom Italia being the leading foreign investors.
Table 29-2 shows mobile operators, while Figures 29-1 to 29-3
show operator market shares.
Table 29-2
Mobile Operators in Turkey
Operator

Standard

Population
Coverage

Target Markets
(business/consumer)

Turk Telekom

NMT450

N/A

Business

Turk Telekom

GSM1800

Metro regions

Both

Turkcell

GSM900

85

Both

Telsim

GSM900

75

Both

IsTIM (Aria)

GSM1800

Metro regions

Both

Source: IDC, 2001
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Figure 29-1
Turkey: Mobile Operator Market Shares by Subscriber

1%
3%
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Turkcell
Telsim
Is-Tim
Turk Telekom GSM
67%

Source: IDC, 2001

Figure 29-2
Turkey: Mobile Operator Market Share by Minutes of Use

1%
2%
29%

Turkcell
Telsim
Is-Tim
68%

Turk Telekom GSM

Source: IDC, 2001
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Figure 29-3
Turkey: Mobile Operator Market Share by Revenues
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29%
Turkcell
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70%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
Turk Telekom
Ownership: Turk Telekom is 100% owned by the Turkish
Treasury. Turk Telekom’s legal status has been changed from a
State Economic Enterprise to a private company with the recent
Telecommunications Law. The government is planning to
privatize the operator to meet its IMF stand-by agreements as
well to meet its privatization budget. Following the recent
devaluation of the lira and the subsequent economic crisis, the
Turkish government has passed a new Privatization Law that
permits the sale of almost all of the company, with the state
keeping only a “golden share” in the operator for security
concerns. Foreign ownership will be limited to 45% of the
shares. The law sets no timetable or method of sale.
Services: The state-owned monopoly offers a wide range of
services. Aside from the core fixed-line voice services (including
local, domestic, and international long distance), the operator
offers cellular NMT, paging, and has recently launched GSM 1800
service.
CATV is also provided in most metropolitan areas, with recently
launched cable modem and VoIP services.
Data services include digital leased lines, X.25, Frame Relay,
ATM, ADSL, ISDN, and VSAT services. Dial-up Internet service
provision has also been added to Turk Telekom’s service
offerings.
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Turk Telekom also owns and operates three telecoms satellite
systems, TurkSat 1B, 1C, and 2A.
Strengths and Weaknesses: Turk Telekom enjoys several
strengths due to its status as the incumbent monopoly operator.
Its ownership and control of 100% of the local loop, along with
its broad service offerings, are two key assets that are
competitive advantages going into a liberalized market.
The operator’s high digitalization rate, as well as recent efforts to
expand services into high growth sectors such as GSM and new
Internet initiatives such as TTNet, should position the company
for accelerated revenue growth through the provision of valueadded services.
However, Turk Telekom suffers from the typical operating
inefficiencies of a state-owned enterprise. The management has
historically been under heavy political influences, which is
evident in the company’s high employee per line ratio compared
to Western operators, heavily subsidized tariffs, and sub-optimal
network investments.
The heavy government involvement in the telecommunications
market is likely to continue in the near future, even with the
establishment of the independent Telecoms Authority, as the
government assigned all five members of the Authority’s board,
and the Authority is given the politically sensitive responsibility
for tariff regulation. Although the Telecoms Law of 2000 sets
certain criteria for tariff setting, there is nonetheless extensive
leeway for the government to keep fixed telephony prices low.
Mobile Operators
Turkcell
Turkcell is the largest mobile operator in Turkey, with an
estimated 68% market share by subscriber.
Ownership: The Turkish Cukurova (pronounced Chookoorova)
Group Companies and the Finnish Sonera Holdings, are the
founding shareholders of Turkcell. Cukurova is one of Turkey’s
dominant financial and industrial conglomerates, with holdings
in the media, banking, manufacturing, and communications
markets. The company has 10.46% of its capital publicly traded
in local and international stock markets. As of October 1, 2001,
Turkcell’s market capitalization was Euro 787 million.
Services: Turkcell provides national mobile voice and data
services over its GSM 900 network. Voice services create the
lion’s share of the operator’s gross revenues, constituting over
94% in 2000. Prepaid services were only introduced in 1999, and
has developed into the company’s fastest growing service,
constituting over 83% of new additions by the first quarter of
2001. Mobile operators in Turkey do not sell or subsidize
handsets to customers, although they do offer activation
commissions per subscriber to their dealers.
Turkcell is aggressively expanding its data service offerings as
well. SMS is the company’s most successful data service, making
the largest bulk of the data revenues in 2000. Other services
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currently offered include voice mail, e-mail, dual numbering,
unified messaging, SIM Toolkit, data & fax service, HSCSD, and
mobile Internet over WAP. More recently, GPRS was launched in
an effort to promote mobile Internet uptake in the country.
Alliances and Partnerships: Ericsson is not only the company’s
exclusive infrastructure provider: the equipment vendor also
provides the company with its global expertise through its
training center in Istanbul. The vendor is also Turkcell’s partner
in the move to next generation networks and services.
Turkcell’s success also stems from its strong partnerships with
its network of exclusive and non-exclusive dealers and
distributors. The exclusive dealer network consists of over 380
handset dealers, selling only Turkcell services through about 600
Turkcell activation centers through online connections to the
operator’s subscription services department. The company’s
leading exclusive dealers are KVK (a Cukurova Group-owned
company), TEKOFAKS, and GENPA (the country’s largest
handset distributor). Exclusive dealers generate approximately
60% of new subscriptions, while the other 40% are from nonexclusive dealers.
Perhaps the biggest competitive advantage of Turkcell in its
partnership and alliance strategy is its ownership structure. The
operator’s owners, Sonera and Cukurova, are key to the
company’s partnerships on the distribution, marketing, mobile
Internet content, services, and international strategy sides.
Turkcell has partnered with Sonera Zed to provide its mobile
Internet customers with content.
Turkcell also leverages its majority owner, Cukurova Group, to
form partnerships with other companies in the Cukurova Group
family. Yapi Kredi Bank provides Turkcell with its Turkcell Credit
Card, while also providing bill-payment and prepay refill options
for Turkcell customers through its network of ATMs and
branches. KVK, also owned by Cukurova Group, is an exclusive
dealer/distributor for the operator. Fintur Holdings, 25% owned
by Turkcell, is the holding company for the operator’s foreign
investments.
International strategy: Turkcell remains focused on the rapidly
growing domestic market. The entry of new competitors in 2001
is likely to keep the operator preoccupied with the Turkish
domestic market in the near future. Nonetheless, Turkcell does
have stakes in some foreign operations through its 25% stake in
Fintur Holdings. The holding company provides Turkcell with
exposure to some fast-developing but small GSM markets within
the region, including Azerbaijan, Georgia, Moldova, and
Kazakhstan.
Strengths and Weaknesses: Perhaps the biggest strength that
has propelled Turkcell into its dominant position in Turkey is the
first entrant advantage. Turkcell received its permission to
operate a GSM 900 network several months ahead of its rival,
Telsim. Luck also played a role in solidifying Turkcell’s position
in the market, however. Its only rival, Telsim, faced a yearlong
management debacle that disturbed network expansion and
quality in 1995—an opportunity that Turkcell used to widen its
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market leadership margin, while winning the marketing battle
with a network that proved far superior to Telsim’s during that
period.
Having gained the first mover advantage, Turkcell has continued
to maintain its stronghold among the country’s high-revenue
corporate and consumer users.
With the entry of two new competitors to the market, Turkcell’s
national network is another key strong point. Network expansion
and improvement has remained on the forefront of Turkcell’s
priorities following the 1998 purchase of its 900MHz-frequency
license. Since 1994, the cellular operator has invested more than
Euro 2.7bn in its network, including a Euro 542m license fee in
1998. A recent contract with Ericsson for further expansion and
network upgrades adds an additional Euro 922.5m to its capital
expenditure.
As it has met and exceeded the coverage requirements of its
license, Turkcell now has the freedom to effectively allocate its
capital expenditures for capacity expansion in larger cities with
high population densities were the fastest growth is expected.
The current phase of expansions under Ericsson contract is set
to increase capacity in metropolitan areas, particularly Istanbul
and Ankara, while expanding geographical coverage along the
country’s main highways as well as eastern Turkey.
The lack of mobile number portability requirements under the
current legislation further provides Turkcell with a competitive
advantage in face of new entrants. Considered the operator with
the largest subscriber base of high ARPU users, new entrants will
be keen to market their services to these Turkcell users. The lack
of number portability will prove a substantial inconvenience for
both users and new operators due to the high associated
switching costs.
The ownership structure of Turkcell has proved to be a
competitive advantage in several aspects. The association with
Sonera helped the company tap international debt and capital
markets to fund its costly expansion projects, alleviating cash
flow limitations that have plagued its rival, Telsim, over the
years. In addition, the Cukurova Group ownership provided
Turkcell with a solid footing in the local market, particularly
through Cukurova stakes in the banking, Internet, and VSAT
industries. These will prove even more valuable with the advent
of the mobile Internet.
It is worth noting, however, that Sonera had indicated several
months ago its desire to sell non-core assets, including Turkcell.
The Finnish operator’s CEO, however, later asserted that Sonera
would maintain its important partnership with the Turkish
operator.
Telsim
Ownership: Telsim entered the cellular market in 1994. The
Rumeli Group, a Turkish conglomerate, owns virtually all (over
98%) of Telsim’s shares, and therefore makes up most of the
management board. Motorola holds a minor stake in the
company.
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Services: Telsim provides national mobile voice and data services
over its GSM 900 network. Voice services create the majority of
the operator’s gross revenues. Prepay was introduced in 2000
following Turkcell’s lead, and has developed into the company’s
fastest growing service.
Telsim is aggressively expanding its data service offerings as well.
SMS is the company’s most successful data service, making the
largest bulk of the data revenues in 2000. Other services
currently offered include voice mail, e-mail, dual numbering,
SIM Toolkit, data & fax service, and mobile Internet over WAP.
Telsim also launched GPRS in 2000.
Alliances and Partnerships: Telsim has a very limited list of
partners in the local market. Aside from its list of dealers, Telsim
has failed to establish alliances in the banking or Internet
sectors. The company’s owners, Rumeli Group, have much less
clout in these sectors as rivals Turkcell or IsTIM do. Telsim
believes, however, that the creation of partnerships will be an
important part of its strategy going forward, given the role banks
and Internet players could play in the emerging mobile Internet
market.
International Strategy: Telsim has remained focused on the
domestic market, with minimal involvement internationally.
This could be attributed as much to the fast-growing local
market as to the company’s inadequate cash position.
Nonetheless, the operator has been selectively considering
foreign markets. Telsim was one of the bidders for Syria’s recent
build-operate-transfer (BOT) GSM tenders.
Strengths and Weaknesses: The early entry has provided
Telsim—as well as Turkcell—with a subscriber base dominated
by corporate users and the affluent portion of Turkey’s
population, both high-revenue customers. In addition, Telsim
has experienced virtually no churn since it started operations.
A further asset that Telsim enjoys is an established, reliable
national infrastructure. Although the heavy subscriber uptake
has left this operator with a capacity utilization of more than
90%, Telsim’s Motorola partnership will help alleviate network
congestion problems, and prepare the operator for next
generation services as well. In fact, Motorola helped Telsim
successfully launch commercial GPRS service far ahead of its
rival Turkcell, making it the first time Telsim has taken the lead
in marketing and product innovation.
Telsim also enjoys well-established distribution channels as well
as sales shops, which give it more exposure nationally. The
operator has made improving market image and service quality
central to its strategy going into a fully competitive market. In
the past year Telsim has outpaced Turkcell in advertising and
marketing expenses, a move that has paid off with a growing
share of net new additions. The operator’s share of net additions
has steadily increased from 29% in the first quarter of 2000 to
35% in the first quarter of 2001.
The ownership structure of Telsim has been one of its main
weaknesses. Rumeli currently holds over 98% of Telsim, and this
Turkish conglomerate dominates management. Without the
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experience and support of an international telecommunications
operator or vendor, Telsim could be vulnerable in a competitive
market, especially since both Turkcell and IsTIM have
international operators on the management board.
Another weakness related to the ownership structure of the
company is access to funding for expansion. Unlike Turkcell,
Telsim has no access to international capital and debt markets.
The operator has relied heavily on vendor financing in its
network expansion projects, and continues to suffer from a weak
cash position. It has repeatedly been rumored that this cashstarved company has been in talks with some European
operators for a cash injection, in the form of a stake sale. The
economic crisis has further weakened the company’s cash
position, and having missed the latest payments due Motorola in
April 2001, it is likely that Telsim’s planned capital expenditures
will have to be revised downwards in the near-term.
In fact, Telsim’s continual cash flow problems, particularly with
the country’s economic crisis hitting the operators and
subscribers alike, are likely to limit the company’s ability to hold
its position in the face of new entrants.
IsTIM
Ownership: A consortium of Turkey’s IsBank and Telecom Italia,
IsTIM won the country’s third GSM license, operating in the
1800 frequency, in 2000. Telecom Italia holds 49% of IsTIM, and
Turkish companies and investors own the remaining 51% of
shares. IsTIM plans to float shares in the Istanbul Stock
Exchange, although no timetable has been announced yet.
Services: The company launched commercial services in March
2001 under the Aria brand name. The network was launched in
less than 6 months, and is now available in Ankara, Istanbul and
Izmir. The company aims to cover 50% of the Turkish population
within two years and 90% of the population by 2006.
Aria services include several prepay and post pay packages with
competitive pricing and no monthly subscription fees, a first in
the Turkish market. It presently offers fax, data, and SMS
technology to its users and will start marketing GPRS
technology products beginning from the second half of 2001.
Alliances and Partnerships: The first local partnership that the
operator has forged has been with Siemens, which will supply
the operator with its handsets. In addition, Siemens Household
Goods Shops Group will create Aria selling centers within its
shops throughout the country’s metropolitan areas.
Strengths and Weaknesses: Having bought the license for
almost double the second highest bid, IsTIM managed to limit
the entry of a fifth player into the market. A third GSM 1800
license was tendered following IsTIM’s winning bid for the first
GSM 1800 license, but no bidders came forward.
The government’s failure to meet IMF-set privatization targets
gave IsTIM the opportunity to bargain further concessions from
the government on the terms of the license. Notably, IsTIM
managed to get several key last minute amendments to the
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license, making its entry into the market a smoother one.
Among these amendments are a domestic roaming requirement,
allowing IsTIM to use Telsim's and Turkcell's existing network
from the first day of its operation, provided that the parties agree
on the pricing. Previous legislation did not require domestic
roaming in cities with populations over 10,000, making entry an
uphill costly battle for the new entrant. IsTIM managed to relax
other terms of the license as well, namely the permission to
bring in new members to its consortium. In return, IsTIM
agreed to pay the 17% VAT on the license fee earlier.
Turk Telekom GSM Service: Aycell
Turk Telekom was awarded one of two GSM 1800 licenses in
2000. The license is considered as a sweetener for the delayed
privatization of Turk Telekom. Turk Telekom launched
commercial service in September 2001.
Ownership: Aycell is a fully owned subsidiary of Turk Telekom.
However, in order to receive the 17% VAT on the IsTIM GSM
license early, the Ministry had conceded assurances that the
fourth GSM operator will be distinct from the state-monopoly
Turk Telekom.
Services: Aycell’s position as the fourth entrant into the GSM
market will be the company’s biggest weakness. Aycell, as a new
entrant, will likely face stiff market entry barriers from two
incumbents who are well established, enjoy brand equity,
maintain strong distribution channels, and a wide geographic
coverage. Unfortunately, management’s lack of expertise in GSM
network operation and marketing will further hinder Aycell’s
growth trajectory in the near term. Faced with three aggressive
players in the market, Aycell is expected to only be a marginal
player in its first year of operations.

Internet Market Overview
Turkey’s Internet market has experienced an astonishing boom
over the past two years. A liberalized ISP market and entry of
major conglomerates into the sector have helped fuel the
proliferation of local Internet content, price competition, and
aggressive marketing campaigns, boosting the number of
subscribers to 2 million by the end of 2000. The expected growth
rate for 2001 is 80%. There are 27,000 or so web site operators in
Turkey, and roughly 300,000 Internet hosts.
Perhaps the biggest driver of growth in the Internet sector has
been heated competition among the ISPs. Two years ago, dial-up
subscriptions cost nearly Euro 50 on average per month. The
monthly subscription fees dropped dramatically with the
entrance of conglomerates into the ISP market, averaging less
than Euro 10 in late 2000. More recently, however, there has
been an upward trend in the subscription prices, which the ISPs
attribute to higher costs associated with the TTNet price
increases.
As the local loop is under the monopoly control of Turk Telekom,
the company remains the sole player in the network access
market. The operator has launched an extensive array of
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broadband access technologies, most of which are part of its
TTNet venture. TTNet access technologies include ISDN, ADSL,
F/R and ATM. Through its CATV contractors, Turk Telekom also
offers access to the Internet over its CATV infrastructure.
While TTNet provides virtual POP services to ISPs, most large
ISPs maintain their own points of presence. Connectivity to the
PSTN is provided by Turk Telekom. Several ISPs have established
their own backbones through leased lines or VSAT connections
from Turk Telekom. Others simply connect to the TTNet
backbone.
TTNet provides international connectivity through terrestrial
connections in Istanbul and Ankara, and satellite connections
through TurkSat.
IDC estimates that Turkey will have 1,242,899 Internet
connections by the end of 2001.
ISP Profiles
Dogan Online (e-Kolay)
Dogan Online (DOL) provides an Internet service and portal
covering a variety of interests and sectors. Its Internet access and
portal service are branded “e-kolay,” which means Easy Internet.
DOL is a subsidiary of Dogan Yayin Holding with 60% share and
40% owned by the Dogan family.
The ISP is primarily targeting the national consumer market, as
is evidenced by the company’s attempts to leverage its consumergeared portal content to create subscriptions to its ISP service.
DOL has aggressive growth plans and fast rollout of new services
to its members and users. The company also has an aggressive
acquisition strategy, focusing on leading Turkish Internet startup companies such as its recent acquisition of infoshop.com.tr
(the first and leading Turkish e-commerce site).
Superonline (SOL)
Superonline is a subsidiary of Cukurova Group, which also
includes Turkcell (GSM service provider), KVK (largest GSM
phone distributor) and Yapi Kredi Bank. SOL was one of the first
companies to invest in the Internet market in Turkey. The ISP
has a 400 Mbps access capacity and provides services via 41 POPs
throughout Turkey. In 2001 the company also merged with one
of its top competitors, Ixir. Superonline provides several service
packages for consumer and business clients including, dial-up,
leased line, and VPN services.
Vestel.Net
Vestel.Net is a subsidiary of the Zorlu Group, which is a strong
player in the textile and household goods sectors. The company
is also involved with TV production under the Vestel brand. The
group penetrated the computer market in 1997 by establishing a
local PC assembly unit. Through the end of 1999, Vestel
announced a campaign, where users would receive a free PC if
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they subscribed to Vestel.Net’s access services for 36 months.
The campaign was successful enough that many PC suppliers
subsequently decided to follow a similar strategy. IDC estimates
the dedicated number of Vestel.Net’s users to be around 100,000.
The company is among the top three ISPs in Turkey, due mainly
to regular investments made in their IT and telecom
infrastructures and access capacity.
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Chapter 30
United Kingdom
Overview
Regulatory Developments

Licenses: The UK led the rest of the Europe when it began the
deregulation process in the mid 1980s, and there are now over
200 licensed telephony operators in the country. Among licensed
operators are five mobile operators – one of which is an MVNO –
and two CATV operators.
Whilst BFWA licenses have been issued via an auction, the
majority remained unsold, largely because of a high initial
reserve price of 82 million Euros. Licenses continue to be made
available at the same price on a first come first served basis.
LLU: The process initially attracted interest from more than 30
operators for the first wave of co-locations submissions,
including a number of Pan-European players like Global
Crossing, World Com and RSL Communications.
In August 2000 OFTEL brought into force a condition to require
BT to give other operators unbundled access to the local loop
and co-location facilities by January 2001; BT accepted the offer
in September 2000. However, many operators have since
withdrawn their applications for access, citing a lack of
information from the incumbent, the fact that the process was
moving too slowly, a lack of allocated space in exchanges, and a
lack of funding. Full unbundling became available in July 2001,
but as of the end of June, only 15 of BT’s 680 exchanges were
available for LLU, so it is likely that few DSL lines have been
installed via LLU since July.
CPS, NP: Carrier preselection and fixed NP have been available
since mid-June 2000. Mobile NP has been available since early
1999, and the four mobile operators have introduced a new
automated system that cuts down number transfer periods.
State of competition in telecoms services
Fixed Telephony: Homes and businesses in major urban areas
usually have a choice between and BT and a competitive cable
operator. In more remote areas, however, users are restricted to
using BT. Where the incumbent has lost market share is in
traffic and revenues, as subscribers can use CPS to access
alternative operators.
Leased Lines/Managed Data Services: The UK datacoms market
is still dominated by BT and BT continues to be the main owner
of leased line connections. However, that dominance is being
increasingly eroded by global datacoms players such as Cable and
Wireless. Competition from smaller domestic companies has
dropped with the recent market downturn, as operators such as
Redstone, Atlantic, and Kingston are struggling to stay afloat.
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Mobile: The UK is a very competitive market place for mobile
services. Users have a large degree of choice given the number of
distribution channels available in the UK and the existence of
MNP.
CATV: There are only two CATV operators in the UK, each of
which has its own regional franchise area. Therefore, they do not
directly compete with each other, as users have a choice of only
one in each area. They do, however, compete with satellite
television operators such as Sky, but those competitors do not
offer telephony service.
Internet: The Internet market in the UK is very competitive and
the incumbent does not have a large share of the market, which
includes hundreds of ISPs. The operator with the largest share of
connections is Freeserve, which was the ISP that launched the
free access model in Europe.
Broadband: The broadband market is not very competitive as BT
has made only a few exchanges available for LLU and took a long
time getting its wholesale offer underway. There is some
competition from cable modem services, but as CATV networks
pass 55% of households and most of those are not yet equipped
for broadband, cable modem services are still not an option for
most users. In BFWA, the auction held in early 2001 failed to
arouse interest, and there is little BFWA activity in the UK.
Ease of entry into telecoms market sectors
Fixed Telephony: Fixed telephony is easy to enter but as the
market has been liberalized for over 20 years, it is very
competitive. Furthermore new entrants need to either construct
their own access lines or lease them from BT as LLU has not yet
occurred for most exchanges.
Leased Lines/Managed Data Services: BT controls most leased
lines in the UK and Cable and Wireless and Colt also have small
share in that market, so entry into data services would mean
leasing capacity from one of those providers. The data services
market is very competitive and new entrants will have a hard
time competing with more established players such as Energis,
Worldcom, Global Crossing, and other global providers.
Mobile: MVNOs do exist in the UK and it is difficult for new
entrants, as they need to acquire a licence to operate mobile
services.
CATV: Although the two CATV operators do not cover some areas
of the country, their existence would make it difficult for a new
operator to enter and start laying its own network.
Internet: The Internet market is technically easy to enter but is
very competitive.
Broadband: Entering the broadband market would mean
purchasing BT’s wholesale DSL offer, getting access to one of its
few exchanges available for LLU, or purchasing a BFWA license.
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Table 30-1
Telecommunications Market Indicators: United Kingdom
Type of Service

YE2000
(actual)

YE2001
(estimate)

% change
00-01

Population penetration (%)

58%

59%

1%

Household penetration (%)

104%

105%

1%

% of total subs that are consumer

71%

70%

-1%

PSTN/ISDN

% of total subs that are business

29%

30%

1%

21,352

21,695

2%

63%

81%

29%

11,309

15,350

36%

9,132

12,224

43

% of connections that are consumer

80

81

% of connections that are business

20

19

Total connections (000)

4,900

5,315

8%

Total homes passed (000)

13,092

14,159

8%

Total connections (000)

64

763

1093

DSL connections

29

350

1125

Cable modem connections

35

396

1023

BFWA connections

0

16

N/a

Total connections (000)

283

266

-6

Total analogue connections

124

98

-21

Total digital connections, of which:

Total PSTN/ISDN revenues (Meuro)
Mobile
Population penetration (%)
otal mobile revenues (Meuro)
Internet Access
Total Internet connections (000)

CATV

Broadband

Retail Leased Lines

159

168

6

Up to and including 64K

91

94

3

>64K, <2M

36

40

11

2M

31

34

9

>2M

0.7

0.8

13

Source: IDC, 2001

Public Fixed Telephony Market Overview
IDC estimates that the UK fixed telephony market will reach 18.9
billion Euros in 2001. Foreign investors from the US account for
1% of direct investment in the market.
Table 30-2 shows fixed-telephony operators, while Figures 30-1
to 30-3 show operator market shares.
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Table 30-2
Public Fixed Voice Operators in the United Kingdom
Operator

Geographic Coverage

Types of telephony
offered (local, LD, ILD)

Target markets
(business,
residential)

British Telecom

National

Local, LD, ILD, mobile

Both

NTL

Regional

Local, LD, ILD,

Both

Telewest

Regional

Local, LD, ILD

Both

Kingston

Regional

Local, LD, ILD

Both

Cable and Wireless

National

Local, LD, ILD

Business

Source: IDC, 2001

Figure 30-1
United Kingdom: Fixed-Telephony Operator Market Shares by Direct
Subscribers
1%
1%

BT
C&W
Others

98%

Source: OFTEL, 2001
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Figure 30-2
United Kingdom: Fixed-Telephony Operator Market Shares by
Minutes of Use (Direct and Indirect Subscribers)
Mkt share

9%
11%
BT
C&W
Others

80%

Source: OFTEL, 2001

Figure 30-3
United Kingdom: Fixed-Telephony Operator Market Shares by
Revenue (Direct and Indirect Subscribers)

14%

12%

BT
C&W
Others

74%

Source: OFTEL, 2001

Overview of telecommunications access infrastructure
Fixed Access: BT owns most fixed access infrastructure, and the
two CATV operators also offer telephony over their networks.
There is one exception to this, in Hull, which has its own fixed
operator called Kingston. Kingston owns its network and still
has a monopoly in the small region.
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CATV Access: The two CATV operators collectively pass over
50% of British homes and concentrate on more populated areas.
Fixed-Wireless Access: Because many BFWA licenses remain
unsold, large areas of the country will not be able to access these
services. This is likely to mean that many rural areas will have
no access to broadband services.
Mobile Cellular Access: Mobile operators all own their
infrastructure, except for Virgin, which is an MVNO.

Mobile market overview
The UK mobile market in the last two years has experienced a
dramatic growth which has led to a number of acquisitions.
Mannesmann was acquired by Vodafone Deutsche Telekom’s
acquired One2One, and France Telecom acquired Orange. After
paying a considerable amount of money for the 3G licenses, UK
mobile operators are now seeking to recoup some of their
investments by refocusing on driving usage – rather than
increasing customer numbers.
There are four operator in the UK mobile market; BTCellnet,
Vodafone, Orange and One 2 One. One 2 One is also in a 50/50
joint venture with Virgin Mobile, the first MVNO in Europe.
In April 2000 the British government granted five 3G licenses
which earned the country over 35 billion Euros. The companies
which received a license were Vodafone, BTCellnet, One 2 One,
Orange, and TIW (Canada).
Orange is the only operator in the country to offer HSCSD
services, while the other three have already started to offer GPRS
services.
IDC estimates that the UK mobile market will reach 15 billion
Euros in 2001, with foreign investors from France and Germany
making up 44% of the total.
Table 29-3 shows mobile operators, while Figures 29-4 to 29-6
show operator market shares.
Table 30-3
Mobile Operators in the United Kingdom
Operator

Standard

Population
Coverage (%)

Target markets
(business/consumer)

Vodafone UK

GSM900/1800

99

both

BTCellnet

GSM900/1800

99

both

Orange

GSM1800

99

both

One 2 One

GSM1800

98

consumer

Source: IDC, 2001
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Figure 30-4
United Kingdom: Mobile Operator Market Shares by Subscriber

25%

26%

BTCellnet
Vodafone
One2One
Orange
21%
28%

Source: IDC, 2001

Figure 30-5
United Kingdom: Mobile Operator Market Shares by Minutes of Use

26%

26%
BTCellnet
Vodafone
One2One
Orange

22%

26%

Source: IDC, 2001
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Figure 30-6
United Kingdom: Mobile Operator Market Shares by Revenues

26%

27%
BTCellnet
Vodafone
One2One
Orange

18%
29%

Source: IDC, 2001

Fixed and Mobile Operator Profiles
Fixed Operators
British Telecom
Ownership: BT was the first European incumbent to be
completely privatized, in the 1980s, and is now publicly traded.
The UK government has a golden share in the operator. As of
October 1 2001, BT’s market capitalization was 45 billion Euros.
Services: Following the most recent restructure in November
2000, BT is now made of four principal units. These include BT
Wireless, BT Retail, BT Wholesale, and BT Ignite.
BT Ignite also links BT to both Concert, its global business
services joint venture with AT&T, and Syntegra/Syncordia which
also provide managed ebusiness and IP communications
solutions. Importantly, around 6.3 billion Euros have been
committed to the further expansion of the European IP network
supporting Ignite’s effort. As a result, BT claims that by the end
of next year, the network will cover 70,000kms, linking 250 cities
in 16 countries, and will interconnect with Concert’s global IP
network.
International Strategy: BT’s international expansion strategy has
proved ineffective and as a result it has divested or is in the
process of divesting itself of assets and involvement outside of
Western Europe. BT’s most important European subsidiaries and
holdings are in Germany (Viag), Spain (BT Comunicaciones) and
the Netherlands (BT Ignite).
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Strengths and Weaknesses: BT is now able to offer broadcast
services to the residential market sector providing a potentially
strong revenue source. In the medium term, these services are
likely to form part of its broadband portfolio under the BT
Openworld brand.
BT is now suffering the most turbulent period in its history,
which has involved several aborted re-structures and senior
management re-shuffles. It finished the 2000 financial year with
revenues of around Euro 35.6 billion but also with debts of
around Euro 10 billion.
Cable & Wireless (C&W)
Ownership: Cable & Wireless (C&W) is a publicly traded
company, although the United Kingdom government does still
hold a special rights preference share. As of October 1 2001,
C&W’s market capitalization was 12.4 billion Euros.
Services and International Strategy: Over the past 18 months
C&W has disposed of various businesses as part of its new
strategy to refocus the company purely on the more profitable
business and Internet sectors, which has allowed it to clear a
large portion of its debt burden.
Other significant strategic moves for C&W have been the
acquisition of Internet businesses, most significantly from MCI
prior to its merger with WorldCom. This deal transformed C&W
into a major player in the ISP market almost overnight,
acquiring huge United States multinational clients which would
have taken years to accumulate by any other means.
Since then, it has also acquired what was the largest independent
ISP in the United Kingdom — the Internet Network Services
Group — and eight other ISPs across Europe.
In the United Kingdom, C&W’s activity will involve all aspects of
this overall focus on high-value, high-margin business services
including, for example, the provision of tailored telecoms
outsourcing solutions to large corporate clients, as well as ISP
and ASP services.
C&W will eventually move all its customers and services onto
the new IP network and has plans for its European IP
infrastructure to link more than 200 Metropolitan areas by 2002.
C&W proposes that all of its voice traffic will be carried over IP
within the next four years.
Strengths and Weaknesses: C&W’s focus on the business, IPcentric sector over the last two years, and its spin-off of its
residential business and more peripheral international holdings,
has stood the operator in good stead compared to BT. However,
with the global industry slowdown, C&W may find that
businesses will spend less on new communications services in
the near future.
Ntl
Ownership: NTL is publicly traded, and is both the largest cable
operator in the UK and the principal competitor to BT in the
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residential market. As of October 1, 2001, NTL’s market
capitalization was 1.7 billion Euros.
Services: Purchases in the telecoms/data network services area
and network rollouts should enable the cable operator to mount
a significant challenge to BT’s dominance of the United Kingdom
market in the major population centers over the next few years.
Acquisitions and a network upgrade program which will give ntl
a state-of-the-art broadband fiber backbone by 2006, have been
funded with considerable investment from both France Telecom
and Microsoft.
The acquisition of CWC’s networks in London, Manchester and
Leeds has also given ntl additional local access fiber in the
United Kingdom’s first, second and fourth largest business
telecoms markets.
Increased focus is also being placed on its value added telecoms
services, Internet and digital television services. Following the
acquisition of VirginNet, ntl is also the third largest ISP in the
United Kingdom following FreeServe and AOL.
International Strategy: ntl has also recently expanded into other
large European markets through acquisitions, most notably in
France and Germany.
Strengths and Weaknesses: Ntl is becoming a serious challenge
to BT in the consumer sector now that it can offered bundled
CATV/telephony/Internet access. However, the operator’s share
price has suffered in recent months, and it will need to be careful
about investing further abroad rather than improving its services
at home. In addition, ntl faces direct competition from the UK’s
other CATV operator Telewest.
Telewest
Ownership: Telewest is 29.9% owned by Microsoft, and its
remaining shares are publicly traded. As of October 1 2001,
Telewest’s market capitalization was 1.4 billion Euros.
Telewest offers both residential and business services in most
major UK cities over a network which has been upgraded to
enable the provision of digital TV and broadband Internet
services.
Services: In April 2000, Telewest completed a merger with
Flextech, creating an integrated digital media group making it
one of the largest suppliers of basic thematic channels to the
United Kingdom payTV multi-channel market.
In addition, Telewest offers unlimited Internet access for around
16 Euros a month to its cable telephone customers, and provides
broadband internet access via PC cable modem technology
developed in partnership with Microsoft.
Finally, a new 65 million Euro, 700 mile fiber-optic link
connecting London and Liverpool, via Manchester, Sheffield,
Birmingham, Nottingham, Cambridge and Bristol was
constructed in 2000.
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By the end of October 2000, Telewest’s customer base stood at
around 1.6 million homes, and the company had around 350,000
digital subscribers by the end of 2000.
Strengths and Weaknesses: Unlike ntl, Telewest is focusing
solely on the domestic UK market, and therefore has a more
focused corporate strategy in deciding where to direct
investments. Telewest is also aggressively marketing its
broadband cable service, Blue Yonder, which due to BT’s slow
rollout of DSL services may take off in the business market.
However, ntl has the larger base of telephony subscriber.
Mobile Operators
BTCellnet
BT Cellnet introduced its mobile services in the UK in 1993
under the Cellnet name.
Ownership: BT bought the remaining 40% it did not already
own in Cellnet from Securicor for 5 billion Euro, and rebranded
the company BT Cellnet. BT Cellnet is now part of BT’s mobile
holding group BT Wireless along with BT’s other mobile
investments.
Services: BT Cellnet offers a wide range of packages for all
segments as well as a host of value added services. Given the
operator’s push towards mobile Internet/ data services, it now
offers a wide range of these services. It offers WAP on
contract/pre-paid packages and offers GPRS services.
International and domestic alliances: Genie's web and wireless
Internet content and service partner list includes some of the
biggest and best players on the Internet, such as Amazon, AOL,
Bloomberg, British Airways, E4, Freeserve, MSN, MTV and
Yahoo!, among others.
Australia's One.Tel formed an agreement with BT Cellnet to offer
mobile services to its fixed-line. However, now that One.Tel has
gone into receivership, that relationship is most likely to be
cancelled.
The BT brand is global and the operator can benefit from
roaming revenues. BT also has strong distribution channels,
including a vast network of its own shops. However, the parent
companies unsustainable debt level may cut into its ability to
invest in Cellnet, and the operator has a poor reputation in
customer service compared to other UK mobile operators.
Vodafone UK
Vodafone UK was established as a subsidiary of Racal in 1984.
The company launched the first mobile network (a TACS
analogue network) in the UK in 1985. As of October 1 2001,
Vodafone’s market capitalization was 154 billion Euros, the
largest of any communications provider in Europe.
Ownership: Vodafone Group 100% (UK)
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Services: Vodafone offers a wide range of tariffs and value added
services. In the last year the operator has introduced a number
of tolls targeted at both segments of the market aimed at
increasing its share of both markets.
International and domestic alliances: In May 2001, Vodafone
formed an agreement with Cable & Wireless' which will allow
Cable & Wireless to run Vodafone’s European GPRS roaming
exchange network, which is the data equivalent of roaming by
phone around the world.
In March, Vodafone formed a partnership with Sonera Zed which
allows the former’s users to access Sonera Zed's range of mobile
services, such as information services on sports, business news,
general news, and entertainment services (downloading ring
tones).
In February 2001, Vodafone signed an agreement with Ford's
European operation to bring voice-driven "telematic" safety,
security and information services to the Ford Focus across
Europe.
Vodafone formed a joint agreement with Sony Computer
Entertainment Europe to examine ways of developing products
and services so the two can further their mobile computer
gaming strategies.
Strengths and Weaknesses: Vodafone’s main strength is its
global presence, which puts it in an ideal position to benefit from
roaming revenues. However, its global focus may cut into its
ability to effectively meet the unique demands of its UK
subscriber base.
Orange
Orange is one of the most successful brands to have launched in
the UK. The company has implemented a marketing strategy
which is one of the most recognized brands in the UK, and for
this reason France Telecom has re-branded its mobile operations
New Orange.
Ownership: France Telecom-Orange 100%
Services: Orange initially launched its offering with a standard
range of products and value added services. Following a number
of acquisitions, Orange now offers a wide range of value added
services as well as mobile Internet services.
Orange was the first operator to introduce per second billing and
bundled airtime and it has followed this by expanding its
corporate package to win share away from the leading two.
International and domestic alliances: In May 2001, Orange
formed an alliance with NTL which will see the mobile operator
offering mobile services to NTL’s 3 million cable customers. The
deal will provide Orange UK with access to a significant new
customer base while NTL will be able to supplement its package
of television, telephone and internet services with mobile
services.
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Strengths and Weaknesses: Orange is an innovative operator
with a strong brand, a wide choice of services, and a clear vision
of a “wirefree” future. However, under its new management, the
operator may suffer strategically.
One2One
One2One was initially a 50-50 joint venture between Cable &
Wireless and MediaOne. One2One launched its GSM1800
network in September 1993 as the UK’s third mobile operator
but it now finds itself lagging fourth in terms of subscriber
numbers.
Ownership: Deutsche Telekom 100%
Services: One2One has been increasing its product offering
every year and offers a good range of value added services. The
operator has recently introduced a package offering users a flat
monthly fee for unlimited calls, which it hopes will increase its
base of business customers.
International and domestic alliances: One2One has signed a deal
with mobile internet platform uboot, which allows the service to
run via the mobile operator's network. As a result of the deal
One2One users’ are able to SMS and e-mail mobile phones from
the internet.
One2One is notable for its clear and transparent tariff and
service structure, and for being cheaper than its competitors.
However, the operator has been plagued with poor coverage, and
has a weaker brand than its competitors.

Internet Market Overview
The UK is one European country in which the incumbent does
not have a large share of the Internet access market. There are
currently over 400 ISPs active in the market, most of them in
the consumer sector. The number one ISP in terms of
subscribers is Freeserve, which was recently acquired by French
Wanadoo.
The emergence of unmetered dial access in early/mid-2000 was a
significant milestone in the ISP industry. Although most early
unmetered ISPs faced severe usage and economic problems, and
some withdrew service, it forced the introduction of a wholesale
dial product from the PTO. Since the introduction of FRIACO,
AOL UK and Freeserve have re-launched their unmetered
services.
FRIACO was launched in June 2000, but OFTEL had to rethink
the FRIACO ruling due to a failed take up. Indeed some ISPs like
AltaVista had to withdraw their unmetered offer because the
model was no financially viable. BT launched ST (Single
Tandem) FRIACO in March 2001, which conveys Internet calls
across BT’s network to the operator’s own network, rather than
to BT’s local exchanges as with FRIACO. The incumbent has
until February 2003 to respond to all ST FRIACO requests. This
timetable could be challenging for BT who might have to change
some parts of its network. In terms of competition ST FRIACO
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might have pushed the ISP market towards a services oriented
market in order to differenciate competitors from each other.
The two cable operators, ntl and Telewest, serve independent
areas and do not compete directly.
ISP Profiles
BT
The Internet units of BT are 100% owned by the BT group,
which itself is 100% publicly traded. In December 2000, BT
reported 500,000 customers for its unmetered Internet access
service. BTinternet had 800,000 customers overall.
BTopenworld is an Internet business focused on broadband
services. BTopenworld is one of the largest ISPs in Europe and
has joint venture businesses which include: LineOne, Open,
Excite UK, Yu.com (Belgium), Arrakis (Spain), Inifinito (Italy),
Mantra Online (India) and BT Looksmart.
BT Internet is part of the group’s broadband Internet unit
BTopenworld and was launched as an ISP in March 1996. During
the proliferation of subscription-free ISPs in the United
Kingdom from 1998 to 2000, BT introduced a number of services
including the BT Click family. In September 2000, BT elected to
drop its BT Click ISP brand to lessen confusion around its
growing Internet offerings. BT Click terminated in October
2000, and existing customers migrating to BT Internet.
Freeserve/Wanadoo
Subscription-free ISP Freeserve was created by Dixons, the
electrical retailer, in September 1998. Within four months of its
launch, Freeserve had attracted over a million subscribers and
became the United Kingdom’s largest ISP. In July 1999, it floated
21% in an IPO. In December 2000, Freeserve was acquired by the
Internet arm of France Télécom, Wanadoo. In the all-share
takeover, Dixons, which owned 79% of Freeserve ended up with a
12.7%stake in Wanadoo and became the second largest
stakeholder after France Télécom.
Freeserve gained its revenues through the interconnect revenue
model, and was the first subscription-free ISP in Europe.
Freeserve is a virtual ISP, assigning a network operator, Energis
Squared (formerly Planet), to manage its services, network
operation centers (NOCs) and backbone.
In July 2000, Freeserve launched two unmetered Internet access
packages, aiming to gain revenue through ecommerce and
advertising. Due to the lack of BT’s implementation of a
wholesale dial service for ISPs and virtual ISPs, Freeserve found
itself unable to maintain the service without accumulating
financial difficulties. The company discontinued its unmetered
service in October 2000. In April 2001, Freeserve launched a new
unmetered offer based on the revised FRIACO.
Freeserve’s subscriber count in the United Kingdom at the end
of 2000 was around 1,934,000.
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Cable & Wireless (C&W)
Cable
and
Wireless
(C&W)
is
an
international
telecommunications group with operations in 70 countries
providing services to business and domestic users. Services
include telephony, Internet, multimedia and data. The company
is implementing a strategy refocus to become an IP-centric,
business-focused operator and to move away from the residential
and non-IP markets. C&W became a pan-European provider
through acquisition more than natural growth. During 1999 and
2000 the C&W group acquired a string of operators. The first of
C&W’s Western European ISP acquisitions took place in January
1999, when it bought the German ISP, European Computer
Research Center Network Services
Easynet
Easynet Group provides Internet access services in the United
Kingdom and continental Europe. The company has both
consumer and corporate contracts and is a holder of a full PTO
license. As of October 1, 2001, Easynet had a market
capitalization of 58 million Euro.
Easynet offers dial, ADSL and leased line access. EasyDSL is the
brand name for the ISPs ADSL service for business users.
Easynet also offers SBS (Small Business Server) Connectivity
Pack, which is an ISDN connection aimed at small and mediumsized companies.
Easynet has switching facilities in London which allow for
switching of voice and data as well as a IP network providing
international Internet connectivity. There are six companies in
the group, two of which are domestic. In April 1999 the company
moved from AIM (Alternative Investment Market) to a listing on
the London Stock Exchange.
Easynet is an independent ISP and operates in France, Germany,
the Netherlands, Spain, Italy, Belgium and Switzerland. 80% of
Easynet’s revenues derive from the United Kingdom.
Netscalibur/Direct Connection
Netscalibur was established in Milan, Italy in 1991. The business
ISP was originally known as Unisource Italia and renamed
Netscalibur. Netscalibur in the United Kingdom was founded by
acquiring Direct Connection and FDD.
Netscalibur is investing heavily in marketing from February
2001 to build a unified brand across Europe. 70% of Nescalibur’s
revenues came from the United Kingdom, Germany, Italy and
France.
Netscalibur positions itself in the SME, corporate and wholesale
market for high speed connectivity, Web hosting and value added
services. The company gains the major revenue split from
connectivity and offers leased line, ADSL and dial.
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AOL UK
AOL UK is a division of AOL Europe, created in 1995 by AOL and
the German media company Bertelsmann. AOL UK defines itself
as an interactive service provider. The company also includes
Compuserve and Netscape. While AOL UK is a consumer ISP
targeting families, Compuserve is geared towards businesses.
With Netscape, AOL UK offers its free online services.
In September 2000, AOL UK offered its first unmetered Internet
access, following the ISP AltaVista and Freeserve. AOL UK
belatedly entered the unmetered access market to ensure it
could offer a sustainable service. The UK ISP was careful in the
roll out of its flat rate service and offered it progressively to its
customers. The company believes flat rate Internet in the future
of Internet services and has based its business model on this
logic. In addition to its UK offer, AOL is negotiating with
European authorities in order to be able to launch a similar offer
in other countries.
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Appendix A
Exchange Rates
Table A-1
Euro Exchange Rates for Local Currencies, 2000 and 2001
Country

2000

2001

Austria

13.76

13.76

Belgium

40.3

40.3

Bulgaria

846

1.95

Cyprus

0.56

0.58

Czech Republic

35.6

34.6

Denmark

7.46

7.47

Estonia

15.7

15.7

Finland

5.95

5.95

France

6.56

6.56

1

1

Greece

336.7

340.8

Hungary

260.7

263.1

Germany

Ireland

0.79

0.79

1936.3

1936.3

Latvia

0.56

0.56

Lithuania

3.70

3.61

Luxembourg

40.3

40.3

Malta

0.41

0.41

Netherlands

2.20

2.20

Norway

8.12

8.13

Italy

Poland

4.02

3.65

Portugal

200.5

200.5

Romania

19,942

24,800

Slovakia

42.8

43.5

Slovenia

207

216.6

Sweden

8.45

9.0

Switzerland

1.56

1.53

575,659

872,091

United Kingdom

0.61

0.63

United States

0.93

0.90

Turkey

Source: IDC, 2001
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Appendix B:
Demographics
Table B-1
Country Demographics, 2000
Population (000)

Households (000)

Member States
Austria

8,100

3,189

Belgium

10,600

4,100

Denmark

5,309

2,898

Finland

5,169

2,247

France

59,067

23,800

Germany

82,125

37,532

Greece

10,547

3,800

Ireland

3,666

1,172

57,951

21,200

Luxembourg

441

144

Netherlands

15,734

6,700

Portugal

10,387

3,200

Spain

39,419

12,300

8,882

4,000

Italy

Sweden
UK
Total Members

59,314

23,600

376,711

149,882

4,439

1,900

Non-Members
Norway
Switzerland

7,195

3,556

11,634

5,456

8,200

2,900

667

235

10,300

3,705

Estonia

1,367

585

Hungary

Total Non-Members
Candidate Countries
Bulgaria
Cyprus
Czech Republic

10,200

3,775

Latvia

2,375

836

Lithuania

3,692

1,300

382

119

Poland

38,600

13,100

Romania

22,400

7,300

Slovakia

5,400

1,901

Slovenia

2,000

704

Malta

Turkey
Total Candidate
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Table B-1
Country Demographics, 2000
Population (000)
TOTAL ALL

546,328

Households (000)
210,249

Sources: Euromonitor, Business Central Europe, Luxembourg Statistical Office
(Statec), Malta Statistical Office (NSO), Central Statistical Bureau of Latvia,
Lithuania Department of Statistics, Estonia Statistical Office,
Notes: Cyprus, Slovakia, Slovenia, Turkey, Latvia and Lithuania household numbers
are estimated based on the Candidate country average, as those countries do not
have recent household figures available.
Cyprus population does not include Turkish-controlled area
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Appendix C:
3G License Awards in Europe
Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Operator

Ownership

Owners(s) Counry of
Origin

ONE

E.ON (50.10%)

Germany

Telenor (17.45%)

Norway

Orange (17.45%)

France

TDC (15%)

Denmark

H3G

Hutchison Whampoa (100%)

Hong Kong

Max.mobil

Deutsche Telekom (100%)

Germany

Mobilkom Austria

Telekom Austria (75%)

Austria

STET Mobile Holding (25%)

Italy

Tele.ring

Western Wireless (100%)

US

Telefonica 3G

Telefonica (100%)

Spain

Belgacom Mobile

Belgacom (75%)

Belgium

Vodafone (25%)

UK

WSB (50.8%)

US

Financial Consortium (22.83%)

Belgium

Telindus (5.15%)

Belgium

Free float (21.44%)

Belgium

KPN Orange

KPN (100%)

Netherlands

H13G Denmark

H13G Access AB (100%)

Sweden

TDC Mobile

SBC (41.6%)

US

Telia Mobile

Telia (100%)

Sweden

Orange

France Telecom (54%)

France

Danish Railways (14%)

Denmark

GE Capital Structure (9%)

US

Member States
Austria

Belgium

Mobistar

Denmark
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Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Finland

France

Operator

Sonera

France

PART’COM (6%)

France

CDPQ (5%)

Canada

Mediatel Capital (3%)

Luxembourg
Finland
Finland

Foreign Shareholders (35.1%)

Other

Suomen 3G

41 Regional Companies

Finland

Radiolinja

Elisa Communications (100%)

Finland

Telia Mobile

Telia (100%)

Sweden

FT/Orange

France Telecom (100%)

France

Cegetel (85%)

France

Vodafone (15%)

UK

T-Mobil

Deutsche Telekom (100%)

Germany

Mannesmann/Vodafone

Vodafone (100%)

UK

Group 3G

Telefonica (57.4%)

Spain

Sonera (42.6%)

Finland

KPN (77.5%)

Netherlands

Bell South (22.5%)

US

Mobilcom (50%)

Germany

France Telecom (50%)

France

Viag Interkom

BT Wireless (100%)

UK

Panafon/Vodafone

Vodafone (52.8%)

UK

France Telecom (2.8%)

France

Intracom (8.7%)

Greece

Free float (35.62%)

Greece

Mobilcom

HT04B

Paribas Affaire (9%)

Finnish State (52.8%)

E-Plus

Greece

Owners(s) Counry of
Origin

Domestic Institutions (16%)

SFR

Germany

Ownership

- 480 -

A IDC

Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Operator

Ownership

Owners(s) Counry of
Origin

Stet Hellas

STET Mobile Holding (58.1%)

Italy

Verizon (20%)

US

Interamerican Group (5.2%)

Greece

Free float (16.7%)

Greece

CosmOTE

Italy

H3G

Ipse 2000

TIM

Omnitel/Vodafone
Wind

Netherlands

KPN Mobile

Libertel

A IDC

OTE (58.98%)

Greece

Telenor (18%)

Norway

Wr Com Enterprises Ltd (7.27%)

UK

Free float (15.75%)

Greece

Hutchison Whampoa (78.3%)

Hong Kong

Tiscali (0.3%)

Italy

Cirtel (12.09%)

Italy

San Paolo-IMI (5%)

Italy

Hdp (1%)

Italy

Gemina (0.5%)

Italy

BMI (2%)

Italy

Sonera (12.6%)

Finland

Telefonica (45.6%)

Spain

Atlanet (12%)

Italy

Banco di Roma (10%)

Italy

Xfera (5%)

Spain

Other Italian investors (14.8%)

Italy

Telecom Italia (56.13%)

Italy

Private and financial institutions
(43.87%)

Italy

Vodafone (76.86%)

UK

Verizon (23.14%)

US

Enel (73.4%)

Italy

France Telecom (26.6%)

France

KPN (85%)

Netherlands

NTT DoCoMo (15%)

Japan

Vodafone (70%)

UK

ING (7.5%)

Netherlands

Free float (22.5%)

Netherlands
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Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Operator

Dutchtone

Portugal

France Telecom (86%)

France
Netherlands

ABN AMRO Holding (7%)

Netherlands

Telfort

BT Wireless (100%)

UK

3G Blue

Ben (50%)

Netherlands

T-Mobil (50%)

Germany

Vodafone (50.90%)

UK

Free float (49.10%)

Portugal

TMN

Portugal Telecom (100%)

Portugal

Optimus

Grupo Sonae (51%)

Portugal

France Telecom-Orange (20%)

France

Free float (29%)

Portugal

ONI SGPS (55%)

Portugal

Telenor (20%)

Norway

Iberdrola (8%)

Spain

Brisa (4%)

Portugal

Grapes Communications (2%)

Spain

Other Portuguese investors
(11%)

Portugal

Telefonica (100%)

Spain

Telecel

Telefonica Moviles
Airtel

Amena

Xfera

HT04B

Owners(s) Counry of
Origin

Rabobank Nederland (7%)

OniWay

Spain

Ownership

Vodafone (91.6%)

UK

Acciona (5.4%)

Spain

Torreal (3%)

Spain

Auna (97.9%)

Spain

Caixa de Catalunya (2.1%)

Spain

Sonera (34%)

Finland

Vivendi (31%)

France

Acesa (6%)

Spain

Mercapital (7%)

Spain
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Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Sweden

Operator

Europolitan

Owners(s) Counry of
Origin

CF Alba (7%)

Spain

Savings banks (5%)

Spain

JP Morgan (3%)

US

Other (7%)

N/a

Vodafone (71.1%)

UK

Free float (28.9%)

Sweden

Hutchison Whampoa (60%)

Hong Kong

Investor AB (40%)

Sweden

Orange (85%)

France

Skanska (10%)

Sweden

NTL (3%)

UK

Schibsted (2%)

Norway

Tele2

Netcom (100%)

Norway

Vodafone

Vodafone (100%)

UK

BT Cellnet

BT Wireless (100%)

UK

Orange

France Telecom (100%)

France

One2One

Deutsche Telekom (100%)

Germany

Hutchison 3G

Hutchison Whampoa (65%)

Hong Kong

DoCoMo (20%)

Japan

KPN Mobile (15%)

Netherlands

Telenor Mobile

Telenor (100%)

Norway

Tele2 Norge

Tele2

Sweden

Swisscom Mobile

Swisscom (75%)

Switzerland

Vodafone (25%)

UK

France Telecom (87.5%)

France

BCV (7.5%)

Switzerland

Swissphone AG (5%)

Switzerland

HI3G Access

Orange Sverige

UK

Ownership

Norway and
Switzerland
Norway

Switzerland

Orange
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Table C-1
3G License Awards in Europe as of October 1, 2001
Member States Plus Norway and Switzerland
Country

Operator

DiAx

Team 3G

Ownership

Owners(s) Counry of
Origin

TDC (78.6%)

Denmark

DiAx Holding (16.6%)

Switzerland

SBB (2.6%)

Switzerland

UBS (2.1%)

Switzerland

Telefonica (100%)

Spain

Source: IDC, 2001
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Appendix D:
Investors in Member States and
Candidate Countries, Domestic and
Foreign, Including Type of Investor
Definitions:
Public investor: investment via purchase of shares traded on a
public stock exchange. The figure listed represents the
percentage of total shares in the company that are traded.
Private investor: investment via an individual or institution
which has purchased a direct stake in a service provider.
All data is current as of October 1, 2001.
Table D-1
Investors in Member States
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Citycom-Local
company

Domestic
business

Tele.ring

21

Austria

der Verbund

Austrian National
Grid

Tele.ring

13

Austria

OBB

Austrian Railways

Tele.ring

13

Austria

VTOB

State utility

UTA

50

Austria

Belgacom

Belgian incumbent

Ben

35

Netherlands

Proximus

75

Belgium

Member States
Austria

Belgium

Denmark

Finland

France

A IDC

Codenet

Competitive
telecom operator

Codenet_Luxemb
ourg

100

Luxembourg

Telindus

IT company
focusing on
networking

Mobistar

5

Belgium

TDC

Danish incumbent

Ben

15

Netherlands

ONE

15

Austria

Elisa
Communications

Fixed line operator
with SMP

Radiolinja

98

Finland

Private investors

Finnish investors

Suomen 2G

100

Finland

France Telecom

French incumbent

Casema

100

Netherlands

Deutsche Telekom

2

Germany

Dutchtone

86

Netherlands

Infostrada/Wind

27

Italy
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Table D-1
Investors in Member States
Owning Country

Germany

HT04B

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

ONE

18

Austria

Optimus

20

Portugal

Orange

100

United Kingdom

Orange_Denmark

54

Denmark

Panafon-Vodafone

3

Greece

Sonae.com

43

Portugal

Uni2

100

Spain

Wanadoo

89

France

Wanadoo

French ISP
(owned by France
Tel)

Freeserve

100

United Kingdom

Bouygues Holding

Holding company

Bouygues
Telecom

54

France

Bouygues
Telecom

French alternative
operator

9 Telecom

3

France

Canal Plus

Media company

NC Numbericable

72

France

Cegetel

Alternative
operator

SFR

85

France

Iliad

Unknown

ProXAD

100

France

JC Decaux

Conglomerate

Bouygues
Telecom

12

France

Kaptech

Media company

Worldnet

100

France

Private investors

private investors

Oreka

100

France

Suez Holding

Holding company

Lyonnaise
Cable/Noos

50

France

Vivendi Holding

Holding company

Cegetel

44

France

Deutsche Telekom

German
incumbent

Club Internet

100

France

max.mobil

100

Austria

Multilink

100

Switzerland

One 2 One

100

United Kingdom

Siris

100

France

T-Online

82

Germany

E.ON

Utility

ONE

50

Austria

Arcor

Competitive
telecom operator

Tele.ring

54

Austria

T-Mobil

Mobile operator
owned by
incumbent

Ben

50

Netherlands

EnBW

Utility

tesion
Communicationsn
etze Suedwest
GmbH

100

Germany

EWE TEL

Utility

EWE TEL

100

Germany
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Table D-1
Investors in Member States
Owning Country

Greece

Ireland

Italy

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Mannesmann

Conglomerate

Arcor

82

Germany

Mobilkom

Mobile operator

freenet.de

77

Germany

InterAmerican
International

Local company

Cosmoline

50

Greece

Stet Hellas

5

Greece

Intertech

Local company

Cosmoline

50

Greece

Intracom

Telecom
equipment vendor

Panafon-Vodafone

9

Greece

Minoan Lines

Transport
company

Forthnet

25

Greece

OTE

Incumbent
operator

Cosmote

59

Greece

Research and
Technology
Institute

Academic
institution

Forthnet

23

Greece

eTel Group

Holding co.

RSLCom_Austria

100

Austria

Independent News
and Media

Media/publishing
company

Chorus

50

Ireland

RF Comms

Company

Meteor

30

Ireland

STET Mobile
Holding

Holding co. with
incumbent
participation

Stet Hellas

58

Greece

Telecom Italia

Italian incumbent

9 Telecom

97

France

AUNA - holding

29

Spain

bbned

100

Netherlands

Bouygues
Telecom

11

France

Euskaltel

18

Spain

Telekom Austria

30

Austria

tin.it/SEAT PG holding

60

Italy

TIM

56

Italy

LibertySurf

100

France

Planet Interkom

100

Germany

Tiscali.Net

100

Switzerland

World Online

100

Denmark

Tiscali

A IDC

ISP

Olivetti

Industrial holding
focusing on
telecom and
information
technology

Telecom Italia

54

Italy

AEM

utility

Fastweb

38

Italy
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Table D-1
Investors in Member States
Owning Country

Luxembourg

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Autostrade Spa

Transport
construction

Blu

32

Italy

Banco Nationale
Lavoro

Financial
institution

Blu

7

Italy

e.biscom

Telecoms/IT
company

Fastweb

56

Italy

Edison

utility

EdisonTel

100

Italy

Edizione Holding

holding company

Blu

9

Italy

Enel

utility

Infostrada/Wind

73

Italy

Fiat

Automotive
company

Atlanet

28

Italy

IFIL

Large
conglomerate

Atlanet

5

Italy

ACEA

utility

Atlanet

33

Italy

Mediaset

Media holding

Albacom

20

Italy

Blu

9

Italy

ENI

Utilities

Albacom

35

Italy

Private investors

Private investors

Blu

14

Italy

Cegecom

100

Luxembourg

LUXGSM

100

Luxembourg

Visuel Online

50

Luxembourg

Cegedel
EPT

Netherlands

Grapes
Communications

Holding co.

Grapes_Spain

100

Spain

KPN

Dutch incumbent

E-Plus

78

Germany

eircom

21

Ireland

KPN_Belgium

100

Belgium

KPN_Luxembourg

100

Luxembourg

KPN_Orange

100

Belgium

KPN Mobile

85

Netherlands

KPN/Planet Media
Group

100

Netherlands

KPN/Qwest

44

Netherlands

Radobank
Nederland NV

Financial
institution

Dutchtone

7

Netherlands

UPC

CATV/broadband/t
elephony operator

Primacom

26

Germany

UPC_Telekabel

51

Austria

UPC_Nederland

51

Netherlands

Versatel

100

Belgium

Versatel

HT04B

Incumbent
operator

Competitive
business telco
provider
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Table D-1
Investors in Member States
Owning Country

Portugal

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

ABN-Amro Bank

Financial
institution

Dutchtone

7

Netherlands

ING Bank

Financial
institution

Libertel-Vodafone

8

Netherlands

BPN Banexi

Bank

Bouygues
Telecom

6

France

EDP

utility

Oni Telecom
Infocommunicaca
o

68

Portugal

Gas de Portugal

utility

Oni Telecom
Infocommunicaca
o

5

Portugal

Grupo Finantel

Financial
institution

Teleweb

100

Portugal

HLC Group

holding co.

HLC

100

Portugal

Portugal Telecom

Incumbent
operator

PTM.com

63

Portugal

Sonae Holding

holding co.

Optimus

51

Portugal

Sonae.com

56

Portugal

Oni Telecom
Infocommunicaca
o

28

Portugal

Able

n/a

Spain

Amena

98

Spain

Canarias Telecom

100

Spain

Madritel

100

Spain

Menta

100

Spain

Retevision

100

Spain

Supercable

100

Spain

Jazztel_Portugal

100

Portugal

T-Online

1

Germany

Atlanet

33

Italy

Terra Lycos

36

Spain

Teleweb

Spain

A IDC

AUNA

Holding co. - Tel.
Italia has a
minority stake

Jazztel

Competitive telco
provider

Telefonica

Spanish
incumbent

Acciona

Conglomerate

Airtel

5

Spain

Banco Santander

Financial
institution

Cableuropa/ONO

20

Spain

Basque banks

Financial
institution

Euskaltel

47

Spain

Cajas de Ahorro

Financial
institution

Amena

14

Spain
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Table D-1
Investors in Member States
Owning Country

Sweden

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Endesa

Utility

Amena

12

Spain

AUNA - holding

29

Spain

Euskaltel

10

Spain

Euskaltel

Regional
incumbent
operator

AUNA - holding

3

Spain

Ferrovial

Holding

Cableuropa/ONO

10

Spain

Multitel

Holding

Cableuropa/ONO

10

Spain

Private investors

Private investors

ALO
Comunicaciones

100

Spain

Torreal

Unknown

Airtel

3

Spain

Union Fenosa

Utility

Amena

12

Spain

AUNA - holding

14

Spain

Euskaltel

10

Spain

Song

Competitive
telephony
provider

Song_Finland

100

Finland

Tele2

Competitive
voice/CATV/Intern
et provider

Tango

100

Luxembourg

Tele2_Denmark

100

Denmark

Comviq

100

Sweden

eircom

14

Ireland

Telia_Denmark

100

Denmark

Telia_Finland

100

Finland

Telia

United Kingdom

HT04B

BT

Swedish
incumbent

British incumbent

Albacom

45

Italy

Blu

20

Italy

BT
Ignite_Netherland
s

100

Netherlands

BT_Belgium

100

Belgium

BT_Comunicacion
es

100

Spain

Cegetel

26

France

Esat

100

Ireland

Esat Digifone

100

Ireland

Viag Interkom

100

Germany

BT_Ignite

100

United Kingdom

BT_Openworld

100

United Kingdom

EasyNet

ISP

Easynet_France

100

France

ntl

Competitive
voice/CATV/Intern

B2

N/a

Sweden
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Table D-1
Investors in Member States
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Lyonnaise
Cable/Noos

27

France

ntl_Ireland

100

Ireland

et provider

Stentor

Competitive
business
telephony
provider

Stentor
Communications

100

Ireland

Vodafone_UK

Mobile operator

Airtel

92

Spain

Eircell

100

Ireland

EuropolitanVodafone

71

Sweden

Libertel-Vodafone

70

Netherlands

Mannesmann

100

Germany

Omnitel-Vodafone

77

Italy

Panafon-Vodafone

53

Greece

Proximus

25

Belgium

SFR

15

France

Telecel

51

Portugal

Cegetel

15

France

Wr Com
Enterprises Ltd

Private investor

Cosmote

7

Greece

Telenor

Norwegian
incumbent

Cosmote

18

Greece

Magnet/Nextra

100

Austria

Nextra_Germany

100

Germany

ONE

18

Austria

Sonofon

54

Denmark

Telenordia

100

Sweden

Nextra

100

Norway

UTA

50

Austria

Bluewin

100

Switzerland

Swisscom NATEL

75

Switzerland

Other Europe
Norway

Switzerland

Swisscom

Swiss incumbent

Private investors

Private investors

Orange_Switzerla
nd

12

Switzerland

AOL

ISP/Portal

AOL_UK

100

United Kingdom

AOL_France

100

France

E-Plus

22

Germany

Sonofon

46

Denmark

North America
United States

Bell South

A IDC

regional
incumbent local
operator (RBOC)
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Table D-1
Investors in Member States
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Callahan
Associates

Private investor

Callahan
Assoc_Germany

100

Germany

NC Numbericable

28

France

Telenet

55

Belgium

Goldman Sachs

Investment bank

Netscalibur

10

United Kingdom

Interoute

Competitive
telecom operator

Interoute
Ireland/Spirit
Telecom

100

Ireland

Liberty Media

CATV/media co.

Chorus

50

Ireland

Lycos

Web portal

Spray

100

Sweden

Microsoft

Software co.

Telewest

29

United Kingdom

UPC_Nederland

7

Netherlands

Morgan Stanley

Investment bank

Netscalibur

75

United Kingdom

Qwest

Competitive
telecoms operator

KPN/Qwest

44

Netherlands

SBC

regional
incumbent local
operator (RBOC)

Belgacom

25

Belgium

Cegetel

15

France

TDC

42

Denmark

Spaincom

Holding co.

Cableuropa/ONO

48

Spain

TICom

Private investor

Netscalibur

10

United Kingdom

Verizon

regional
incumbent local
operator (RBOC)

Omnitel-Vodafone

23

Italy

Stet Hellas

20

Greece

Walter Group

Consulting co.

Meteor

10

Ireland

Western Wireless

Mobile operator

Meteor

60

Ireland

WSB

Private investor

Mobistar

51

Belgium

Japan

NTT DoCoMo

Wireless operator

KPN Mobile

15

Netherlands

China

Distacom

Holding co.

Blu

9

Italy

Singapore

Singapore
Telecom

Singaporean
incumbent

Belgacom

25

Belgium

N/a

N/a

AUNA - holding

25

Spain

N/a

N/a

B2

N/a

Sweden

N/a

N/a

BaByXL

100

Netherlands

N/a

N/a

Cistron

100

Netherlands

N/a

N/a

CyberCity

100

Denmark

N/a

N/a

Cybernet

100

Belgium

N/a

N/a

CyberTron

49

Austria

Asia

Other
Private investors

HT04B
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Table D-1
Investors in Member States
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Telekom

Public

A IDC

N/a

N/a

Deutsche Telekom

33

Germany

N/a

N/a

T-Online

8

Germany

N/a

N/a

Eastecnica

95

Portugal

N/a

N/a

eircom

15

Ireland

N/a

N/a

Elisa
Communications

72

Finland

N/a

N/a

HTV

100

Finland

N/a

N/a

Jazztel

15

Spain

N/a

N/a

Lyonnaise
Cable/Noos

23

France

N/a

N/a

Mobistar

23

Belgium

N/a

N/a

Netscalibur

5

United Kingdom

N/a

N/a

OneWeb

100

Belgium

N/a

N/a

Orange_Denmark

32

Denmark

N/a

N/a

Primacom

48

Germany

N/a

N/a

QS
Communications

52

Germany

N/a

N/a

SEAT PG - holding

11

Italy

N/a

N/a

Sonera

47

Finland

N/a

N/a

tin.it (Seat PG)

11

Italy

N/a

N/a

Tiscali

65

Italy

N/a

N/a

BT

100

United Kingdom

N/a

N/a

Cable & Wireless

100

United Kingdom

N/a

N/a

Cosmote

16

Greece

N/a

N/a

CyberTron
Telekom

51

Austria

N/a

N/a

EasyNet

100

United Kingdom

N/a

N/a

eircom

49

Ireland

N/a

N/a

Elisa
Communications

28

Finland

N/a

N/a

EuropolitanVodafone

29

Sweden

N/a

N/a

freenet.de

23

Germany

N/a

N/a

T-Online

9

Germany

N/a

N/a

France Telecom

38

France

N/a

N/a

Jazztel

21

Spain

N/a

N/a

KPN

57

Netherlands

N/a

N/a

KPN/Qwest

11

Netherlands

N/a

N/a

Libertel-Vodafone

12

Netherlands

N/a

N/a

Mobistar

21

Belgium

N/a

N/a

ntl

100

United Kingdom
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Table D-1
Investors in Member States
Owning Country

State

HT04B

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

N/a

N/a

Optimus

29

Portugal

N/a

N/a

OTE

58

Greece

N/a

N/a

Panafon-Vodafone

36

Greece

N/a

N/a

Portugal Telecom

98

Portugal

N/a

N/a

Primacom

26

Germany

N/a

N/a

PTM.com

36

Portugal

N/a

N/a

QS
Communications

18

Germany

N/a

N/a

SEAT PG - holding

29

Italy

N/a

N/a

Sonera

47

Finland

N/a

N/a

Song

100

Sweden

N/a

N/a

Stet Hellas

16

Greece

N/a

N/a

TDC

58

Denmark

N/a

N/a

Tele2

100

Sweden

N/a

N/a

Telecel

49

Portugal

N/a

N/a

Telecom Italia

42

Italy

N/a

N/a

Telefonica

100

Spain

N/a

N/a

Telekom Austria

22

Austria

N/a

N/a

Telewest

71

United Kingdom

N/a

N/a

Telia

30

Sweden

N/a

N/a

Terra Lycos

64

Spain

N/a

N/a

tin.it (Seat PG)

29

Italy

N/a

N/a

Tiscali

35

Italy

N/a

N/a

TIM

44

Italy

N/a

N/a

UPC_Nederland

42

Netherlands

N/a

N/a

Utfors

100

Sweden

N/a

N/a

Versatel

100

Netherlands

N/a

N/a

Wanadoo

11

France

Norway

N/a

BaneTele

100

Norway

Belgium

N/a

Belgacom

50

Belgium

Belgium

N/a

Belnet Giganet

100

Belgium

Belgium

N/a

Brutele

100

Belgium

United Kingdom

N/a

BT

0

United Kingdom

Germany

N/a

Deutsche Telekom

65

Germany

Ireland

N/a

eircom

1

Ireland

Luxembourg

N/a

EPT

100

Luxembourg

France

N/a

France Telecom

62

France

Austria

N/a

Jet2Web

2

Austria

Netherlands

N/a

KPN

43

Netherlands

Greece

N/a

OTE

42

Greece
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Table D-1
Investors in Member States
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Portugal

N/a

Portugal Telecom

2

Portugal

Finland

N/a

Sonera

53

Finland

Finland

N/a

Sonera

53

Finland

Austria

N/a

Telekom Austria

48

Austria

Belgium

N/a

Telenet

45

Belgium

Norway

N/a

Telenor

79

Norway

Sweden

N/a

Telia

70

Sweden

Austria

N/a

UPC_Telekabel

5

Austria

Italy

N/a

Telecom Italia

3.46/golden share

Italy

Spain

N/a

Telefonica

golden share

Italy

Source: IDC, 2001

A IDC
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Table D-2
Investors in Candidate Countries
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Member States
Austria

Europronet

ISP focusing on
Southeast Europe
ISP

Spectrum Net

95

Bulgaria

Kiwwi_Hungary
Kiwwi_Slovakia
SI Mobil
Czech On-Line

100
100
49
100

Hungary
Slovakia
Slovenia
Czech Republic

Bite GSM
Ceske
Radiokomunikace
- broadcasting
operator
Contactel
HTCC
Polkomtel
TDC Internet

100
72

Lithuania
Czech Republic

50
21
20
100

Czech Republic
Hungary
Poland
Poland

Uninet

100

Estonia

Radiolinja_Estonia
Eesti Telekom

100
24

Estonia
Estonia

EsData
Lattelekom
Lithuania Telecom
LMT
Omnitel
Turkcell

30
49
60
24
22
13

Estonia
Latvia
Lithuania
Latvia
Lithuania
Turkey

Centertel
Globtel
TPSA
Mobil Rom
Elektrim
Telekomunikacja
PTC
Vivendi Telecom
Hungary

34
64
47.8
67
49

Poland
Slovakia
Poland
Romania
Poland

2
100

Poland
Hungary

Matav

59

Hungary

PTC
Radiomobil
Slovak Telecom
Westel
Westel 0660
Aliatel

22
53
51
49
49
40

Poland
Czech Republic
Slovakia
Hungary
Hungary
Czech Republic

kiwwi

Denmark

Finland

France

Germany

Mobilkom Austria
Telekom Austria

Mobile operator
Austrian
Incumbent

TDC

Danish incumbent

Elisa
Communications
Radiolinja
Sonera

France Telecom

French incumbent

Vivendi Holding

Media/telco
holding co

Deutsche Telekom

RWE Telliance

HT04B

Fixed line operator
with SMP
Mobile operator
Fixed line operator
with SMP

German
incumbent

Regional energy
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Table D-2
Investors in Candidate Countries
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Owned Co.
Country

Novacom
VRAM
Novacom

50
20
25

Hungary
Hungary
Hungary

utility

Telekommunikatio
nsholding
Sudwest GmbH

Holding co.

Greece

OTE

Greek incumbent

Cosmo
Romtelecom

100
35

Bulgaria
Romania

Ireland

eTel Group

Holding co.

eTel

100

Czech Republic

Italy

STET Mobile
Holding

Radiomobil

7

Czech Republic

Telecom Italia
Tiscali

Holding co with
incumbent
investment
Italian incumbent
ISP

IsTIM
Tiscali_Czech

49
100

Turkey
Czech Republic

KPN

Dutch incumbent

UPC

CATV/broadband/t
elephony operator

Cesky Telecom
PanTel
Monor Telefon

33
75
98

Czech Republic
Hungary
Hungary

UPC_Magyarorsza
g
UPC-Slovakia
UPC_Kabel Plus
UPC_Polska

100

Hungary

100
100
100

Slovakia
Czech Republic
Poland

Ritabell

95

Estonia

Tele2_Estonia
Tele2_Latvia
Tele2_Lithuania
Eesti Telekom
LMT
Netia
Omnitel
Telia_Latvia

60
100
100
24
24
48
22
100

Estonia
Latvia
Lithuania
Estonia
Latvia
Poland
Lithuania
Latvia

Mobikom

49

Bulgaria

Telemobil

98

Romania

Mobifon
Polkomtel
VRAM
Vodafone_Malta

20
20
50
80

Romania
Poland
Hungary
Malta

Netherlands

Sweden

United Kingdom

Tele2

Competitive
voice/CATV/Intern
et provider

Telia

Swedish incument

Cable & Wireless

UK second-tier
operator
Mobile equipment
vendor
Mobile operator

Inquam
Vodafone_UK

Other Europe
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Table D-2
Investors in Candidate Countries
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Norway

Telenor

Norwegian
incumbent

Nextra_Czech

100

Owned Co.
Country
Czech Republic

Nextra_Hungary
Nextra_Slovakia
Pannon GSM

100
100
100

Hungary
Slovakia
Hungary

Candidate
Countries
Bulgaria

Czech Republic

Estonia

Hungary

BTC

Bulgarian
incumbent

Mobikom

39

Bulgaria

Ceske
Radiokomunikace

Broadcasting/telco

Contactel

50

Czech Republic

Cesky Telecom
Regional energy
utilities

Czech incumbent
Regional energy
utilities

Radiomobil
Eurotel
Aliatel

39
51
60

Czech Republic
Czech Republic
Czech Republic

Eesti Telekom

Incumbent
operator

EMT

100

Estonia

EsData

70

Estonia

VRAM

30

Hungary

Antenna Hungaria
Novacom
Westel

88
25
51

Hungary
Hungary
Hungary

Westel 0660
PanTel
Euroweb

51
10
51

Hungary
Hungary
Hungary

FotexNet
Inter.net
Start

100
100
100

Hungary
Hungary
Hungary

LMT

23

Latvia

LMT

5

Latvia

Broadcasting
provider

LMT

23

Latvia

Antenna Hungaria
APV
ELMU
Matav

MAV
PanTel
Private investors

Latvia

Lattelekom
Ministry of
Transport
Radio & Television
Center

Broadcasting
operator
Utility
Utility
Hungarian
operator
State railways
Competitive data
operator
Private investors

Incumbent
operator
Government body

Lithuania

Private investors

Private investors

Penki Kontinenti

100

Lithuania

Poland

Elektrim

Conglomerate

50

Poland

KGHM Polska
Miedz

Utility

Elektrim
Telekomunikacja
PTC
Polkomtel

48
20

Poland
Poland

HT04B
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Table D-2
Investors in Candidate Countries
Owning Country

Owning Co. Name

Polish Banks
Polski Koncern
Naftowy ORLEN
Polskie Sieci
Elektroenergetycz
ne
Private investors
Tel-Energo

Telbank
TPSA

Owning Co. Type

Owned Co.

% stake

Telefonia Lokalna
Telbank

100
100

Owned Co.
Country
Poland
Poland

Polkomtel

20

Poland

Utility

Polkomtel

16

Poland

Private investors

SuperMedia

100

Poland

Competitive
leased line
provider
Data services
operator
Incumbent
operator

Polkomtel

1

Poland

Polkomtel

1

Poland

Centertel

66

Poland

Tel-Energo

unknown

Poland

Financial
institutions
State oil company

Romania

Private investors
Romtelecom

Private investors
Incumbent
operator

PC-NET
Telemobil

60
1

Romania
Romania

Slovakia

Slovak Telecom

Incumbent
operator

Eurotel

60

Slovakia

Slovenia

Intereuropa
Iskratel

Company
Telco equipment
vendor
Company
Incumbent
operator

SI Mobil
SI Mobil

5
6

Slovenia
Slovenia

SI Mobil
Mobitel

26
100

Slovenia
Slovenia

Private investors

Private investors

Cukurova Group

Holding company

Efes Holding
IsBank

Holding company
Financial
institution
Holding company
Holding company

Dogan Online
Vestel.Net
Super Online
Turkcell
IsTIM
IsTIM

100
100
100
15
6
14

Turkey
Turkey
Turkey
Turkey
Turkey
Turkey

Telsim
IsTIM

98
25

Turkey
Turkey

Incumbent
operator
Holding company

Aycell

100

Turkey

Turkcell

51

Turkey

Mobile operator

Eurotel

20

Slovakia

Eurotel

24

Czech Republic

Teleimpuls
Telecom Slovenia

Turkey

Rumeli Group
Trakiya Yatirim
Holding
Turk Telecom
Turkcell Holding
North America
United States
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Table D-2
Investors in Candidate Countries
Owning Country

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

Citizens Utilities

Competitive
Telephony
provider
Competitive
Telephony
provider

HTCC

19

Owned Co.
Country
Hungary

GTS_Czech Inc.

100

Czech Republic

GTS_Hungary Kft
GTS_Slovakia
Internet Partners

100
100
100

Hungary
Slovakia
Poland

Formus_Polska
Omnitel

100
35

Poland
Lithuania

Telsim
Eurotel
Eurotel
Western Wireless

2
24
20
100

Turkey
Czech Republic
Slovakia
Slovenia

Ebone

Canada

Other
Countries/Types
Israel

Private investors

HT04B

Formus
Motorola

BFWA operator
Mobile equipment
vendor

Verizon

RBOC*

Western Wireless

Mobile operator

TIW

Wireless Operator

Cesky Mobil
Mobifon

94
63

Czech Republic
Romania

LL
Telecommunicatio
n Holding

Holding company

MobilTEL

100

Bulgaria

Europe Capital
Management Fund
Unknown
N/a
N/a
N/a

Venture capital
fund
N/a
N/a
N/a
N/a

Spectrum Net

5

Bulgaria

Orbitel

10

Bulgaria

12
15

Hungary
Czech Republic

N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a

N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a

Antenna Hungaria
Ceske
Radiokomunikace
- broadcasting
operator
Globtel
IsTIM
Mobifon
Mobil Rom
Monor Telefon
Netia
TPSA
Omnitel
Orbitel
PanTel
PTC
SI Mobil
Szeptel
Telekom Slovenia

15
6
17
33
2
9
19.91
10
60
15
28
14
0
34

Slovakia
Turkey
Romania
Romania
Hungary
Poland
Poland
Lithuania
Bulgaria
Hungary
Poland
Slovenia
Poland
Slovenia
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Investors in Candidate Countries
Owning Country

Publicly-traded

State

A IDC

Owning Co. Name

Owning Co. Type

Owned Co.

% stake

N/a
N/a
N/a
N/a
N/a
N/a

N/a
N/a
N/a
N/a
N/a
N/a

7
100
6
100
49
100

N/a
N/a
N/a
N/a
N/a
N/a

N/a
N/a
N/a
N/a
N/a
N/a

100
100
100
5
40
100

Slovenia
Romania
Czech Republic
Estonia
Estonia
Slovakia

N/a

N/a

Turkcell
Astral
Cesky Mobil
Delfi_Estonia
Euroweb
Euroweb_Romani
a
K2.Net
Logic Telecom
NetCentrum.cz
Ritabell
Tele2_Estonia
ViaPVT and
Slovanet
Waldonet

Owned Co.
Country
Turkey
Romania
Czech Republic
Estonia
Hungary
Romania

100

Malta

N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a

N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a

24
63
30
40
41
30
100
9.99
14
28

Estonia
Hungary
Lithuania
Malta
Hungary
Poland
Poland
Poland
Turkey
Czech Republic

N/a

N/a

Eesti Telekom
HTCC
Lithuania Telecom
Maltacom
Matav
Netia
Szeptel
TPSA
Turkcell
Ceske
Radiokomunikace
- broadcasting
operator
Cesky Telecom

15

Czech Republic

Bulgaria
Bulgaria
Czech Republic
Cyprus
Estonia
Hungary
Latvia
Latvia
Lithuania
Malta
Poland
Poland
Romania
Romania
Slovakia
Slovakia
Slovenia
Turkey

N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a
N/a

BTC
Mobikom
Cesky Telecom
CYTA
Eesti Telekom
Matav
Latnet
Lattelekom
Lithuania Telecom
Maltacom
TPSA
NASK
Telemobil
Romtelecom
Slovak Telecom
Energotel - utility
Telekom Slovenia
Turk Telecom

100
12
51
100
27
Golden share
100
51
10
60
22.6
100
1
65
49
100
66
100

Bulgaria
Bulgaria
Czech Republic
Cyprus
Estonia
Hungary
Latvia
Latvia
Lithuania
Malta
Poland
Poland
Romania
Romania
Slovakia
Slovakia
Slovenia
Turkey
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