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IcF News

IcF coNgress cAPe towN 2010

The preparations for this year’s Congress are in the very final stages. Even volcanic 
ashes which caused the cancellation of an important meeting of the Standing  
Commission in April have not prevented the team from preparing a very interesting 
program with high-ranking speakers from the region and many parts of the globe.

We would like to remind all members, who have not done so already to quickly register 
for the Congress. We will have to start releasing rooms relatively soon.

Please make sure & check that at least 2 pages in your passport are empty – this is 
a requirement for all travellers to South Africa.

If you need a visa, please see our fact sheet/general information sent to you 
earlier which is also available on our website. Renate Mueck will be happy to 
assist if needed.

We look forward to seeing you all in Cape Town and wish you a safe travel.

Thomas Neesen

Secretary-General 
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In January’s ICF newsletter CRU high-
lighted China’s rise to prominence as a 
leading consumer market, as well as its 
leading role as a global producer in the 
wire and cable industry. In this edition we 
switch our focus to South America and 
look at Brazil, the region’s largest mar-
ket and producer for wire and cable. As 
we’ll see in this article, however, China’s 
economic might and strategic interests 
has made its presence felt in Brazil and 
South America, so there will be more 
than a passing mention of China in this 
instalment.

Developing 
Markets: 
abunDant growth 
opportunities 
Make theM a Force

GDP growth rates forecast by the 
IMF from 2010 through 2015 show 
advanced economies growing at 
an annualized rate of approximately 
2.2%, while emerging economies 

are forecast to grow with a CAGR 
of almost 6.9%. These growth rates 
will exceed the GDP growth that both 
blocs registered from 2000 through 
2009 of 1.6% and 5.9% respectively.  
China and India in the last decade 
have become growth engines for the 
bloc of emerging countries / develop-
ing economies. Economists and the 
popular press have taken to grouping 
together China, India, Russia and Bra-
zil, or »BRIC«, signifying the largest and 
most dynamic emerging economies.  
> Slide 1

BrAzIl
LARGEST REGIONAL MARkET,  
PRODUCER AND NASCENT EXPORTER Provided by CRU
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slide 1 | IMF World Economic Outlook, April 2010 | IMF Statistical Database
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Forecast gdP growth

During the decade prior to the economic 
crisis, whose full year impact was truly 
apparent in 2009, China registered a 
GDP growth of 9.8%, followed by India 
and Russia, both of which grew at 7%. 
Brazil’s economy »struggled« with an 
average growth rate of almost 3.4%, an 
achievement any advanced economy 
would love to duplicate. From 2010 
through 2015, the IMF forecasts China 
to grow with an average of 9.75%, India 
with an 8.2% growth rate, Russia with 
4.1% and Brazil improving to 4.3%. 

Impact of gdP growth varies by 
Industry

Although economists like to point to 
GDP growth as a broad indicator of a 
nation’s economic well being, the impact 
of GDP growth does not affect all wire 
and cable industries equally. Certainly in 
less developed economies where popu-
lations tend to be higher, and where the 
power utility sector may have suffered 
from decades of under investment, capi-
tal expenditure requirements for build-
ing new housing and constructing power 
generation, transmission and distribution 
networks would expect to benefit from 
stronger GDP growth. Cable for tele-
communications applications are less 
sensitive to GDP as investment tends 
to account for a smaller share of capital 
budgets.

strong export growth is key for 
Brazil, especially with china 

Strong export sales with annual increases 
can be a key factor in raising a country’s 
GDP. Brazil, according to reporting by 
the Wall Street Journal (WSJ) from mid-
April, has been courting the other BRIC 
countries, particularly China, in an effort 
to become an indispensable source 
for iron ore, oil and soybeans. Brazil’s 
export trade to China, according to sta-

tistics cited from the Ministry of Develop-
ment, Industry and Trade grew 20 fold 
to $20 billion from 2000 through 2009. 
In fact, last year China supplanted the 
U.S. as Brazil’s largest trading partner, 
a position the U.S. had held for the last 
fifty years. China accounted for US$36.1 
billion in total trade in 2009, almost 13% 
of Brazil’s total trade of US$280.7 billion. 
Sales of Chinese goods to Brazil run the 
gamut of electronics, industrial products 
and clothing, while Brazil’s exports to 
China are mostly mining, oil and agricul-
tural products.

Trade with foreign partners continues 
to be strong as the MDIT reports that 
through the third week of June 2010, 
exports reached US$83.1 billion, a 
year-on-year increase of 28% from the 
US$64.9 billion registered during the 
same period in 2009.

Benefit of trade with china 

The same April article in WSJ reported 
that demand from China mitigated the 
global economic downturn in Brazil as 
trade with traditional partners dwindled. 
China’s cash reserves and strategic 
interests have led to increased financ-
ing and developing of key industries 
in foreign markets. In Brazil’s case 
this includes China’s relationship with 
Petroleo Brasiliero or Petrobras: Sino-
pec helped finance a 900 mile natural 
gas pipeline that was just completed 
in May 2010. And in 2009 the China 
Development Bank loaned Petrobras 
US$10 billion to help develop its vast 
offshore oil reserves in exchange for 
future oil supply.

Another example is China’s help in 
financing a coal fired power plant in 
southern Brazil. Future projects could 
include investment in port facilities and 
a proposed bullet train linking Rio de 
Janeiro and Sao Paolo. 

> Slide 2 and Slide 3

But growth Pattern doesn’t 
extend to wire & cable exports 
for Brazil and south America 

Brazil’s strong export growth does not 
extend to the wire and cable industry, 
a phenomenon shared by the South 
American region. When grouped into 
regional markets of North America, 
Western Europe, Eastern Europe and 
South America, all markets except for 
South America had export sales of 
US$3 billion or more for wire and cable 
products in Q409. South America for 
the last four quarters, meanwhile, has 
had export sales of US$150 million in 
wire and cable products with Brazil 
accounting for 60% to 70% of those 
sales. These data are based on interna-
tional trade statistics in the harmonized 
code »8544« product category, which 
includes all insulated wire and cable, 
along with insulated conductors fitted 
with connectors, harnesses, and other 
cable assemblies.

> Slide 4 and Slide 5

The above figure shows that Brazil’s wire 
and cable industry has grown at a much 
lower rate than the rest of the economy 
by posting a lower share relative to GDP 
growth. In other words the contribution 
of wire and cable production to Brazil’s 
economy and to the world’s economy is 
less significant than many other industry 
segments in the Brazilian market. Bra-
zil’s percentage contribution comparing 
all countries’ for population, GDP, wire 
and cable production and wire and cable 
exports is 2% to 4% for the first three 
categories, but is only 0.5% of wire and 
cable exports, which indicates that this 
industry is not yet a leading growth factor 
in Brazil’s economy. The data for wire and 
cable exports are based on the Global 
Trade Information Services’ database 
of trade statistics. The line illustrating 
the data for Brazil’s percent of wire and 
cable exports refers to the percentage 
that Brazil’s wire and cable exports are 
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of the world’s total of wire and cable 
exports.  In other words, the line in this 
figure does not refer to the percentage 
of Brazil’s wire and cable production 
that is exported. 

> Slide 6 and Slide 7

how does Brazil compare to 
russia, India and china?

Among the BRIC countries China has 
received the most acclaim and rightly 
so. How does Brazil compare to Chi-
na and its emerging market cohorts? 
(Unfortunately Russia’s trade data 
was incomplete so a comparable set 
of time-series data was unavailable for 
this analysis.) When comparing total 
trade data in wire and cable products 
»8544« Brazil and China’s data in 2001 
showed comparable levels at roughly 
US$800 million; India was at one quar-
ter of a billion dollars. As was docu-

mented in last January’s newsletter, 
China’s growth was exceptional and in 
this case showed a CAGR of 13.7% 
from 2001 through 2008. Brazil, on the 
other hand, suffered a 70% decline in 
wire and cable trade in 2002, whereas 
China’s trade grew by 22%, recording 
double digit growth through 2007. Bra-
zil also recorded double digit growth 
from 2003 through 2008; however, it 
only registered a CAGR of 5.5% from 
2001 through 2009 as a result of the 
collapse in trade in 2002. In 2008 Bra-
zil’s total wire and cable trade data in 
US dollars was 56% of China’s trade in 
this category.

Brazil’s 2002 collapse in trade brought 
it down to India’s level of around 
US$225 million. Since 2002, however, 
India’s growth has outperformed even 
China’s growth rate, growing with a 
CAGR of 32% from 2001 through 2008.  
> Slide 8

comparing Brazil and India’s 
wire & cable export Markets

Brazil and India’s export sales in wire 
and cable in 2009 were virtually identi-
cal as each country exported around 
$340 million, which when combined 
together, only accounted for 1% of 
global wire and cable exports. As 
we reported in January’s newslet-
ter, China and Mexico, the world’s 
two largest wire and cable exporters, 
combined accounted for US$17 bil-
lion or 22% of 2008 exports. Brazil’s 
main trading partners are all in South 
America, except for Angola, another 
Portuguese-speaking country, and the 
U.S. The eight main trading partners 
accounted for roughly 67% of Brazil’s 
wire and cable exports in 2009. India 
has six large trading partners, including 
the US, but also a number of partners 
in the Middle East and Nigeria. These 
six partners accounted for less than half 

slide 8 | Data: GTIS Trade Statistics
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• Brazil and India are comparably sized exporters of wire and cable.
• Their combined total is 1% of the world’s US$67 billion wire and cable exports in 2009.
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of India’s exports, which means India 
has considerably more trading partners 
than does Brazil.

> Slide 9

Brazil is king in south America

So Brazil compares quite favorably in 
wire and cable trade with its BRIC com-
patriots. How does Brazil compare to 
its regional neighbors? In this slide we 
look at the ten largest markets in South 
America to compare population, geo-
graphic size, some economic indica-
tors as well as applying some telecom 
market metrics. (Some nearby coun-
tries such as Trinidad & Tobago have 
a higher GDP than Bolivia.) Brazil ranks 
first in six of the ten categories: popu-
lation, geographic size, GDP, Internet 
Density, the number of fixed broadband 
subscribers and total cable consump-
tion in US dollars.

Brazil’s population just exceeds the com-
bined population for the other nine coun-
tries by 2.2 million, and its geographic 
size is 96% of the combined square 
kilometers of the other nine countries 
listed. Brazil’s GDP in 2009 was 122% 
of the other nine countries’ aggregated 
GDP, and its leadership position in fixed 
broadband subscribers and cable con-
sumption in U.S. dollars also exceeds 
the combined metrics for the other nine 
countries. 

> Slide 10 and Slide 11 

Brazil’s Place in the south 
American wire and cable sector

In 2009, Brazil’s wire and cable produc-
tion was 58% of the South American 
total, and its consumption was 47% of 
the regional total.  Brazil had net exports 
for all wire and cable product segments 
except for low voltage energy cables, 

which amounted to US$31 million 
in 2009, down from 2008, but which 
had more than doubled from 2007 to 
US$72 million. Excluding low voltage 
energy cables the data for production 
and consumption in Brazil show that 
combined exports for the other prod-
uct segments accounted for 6% of its 
wire and cable production in 2009. This 
percentage was at 8% through 2007 
and declined to 6% in 2008 and 2009. 
This means that Brazil’s domestic mar-
ket grew at a slightly faster rate than its 
production and its exports. The general 
stability in Brazilian exports over the last 
two years reflects the broader export 
base, as well as the relative insularity 
of Brazil’s export markets as many of 
them were less affected by the eco-
nomic crisis than those countries heav-
ily dependent on trading partners in the 
developed markets. 

> Slide 12

slide 9 | Data: IMF, CIA Fact Book, ITU, CRU

coMPArIsoN oF INdIcAtors/MetrIcs For teN south AMerIcAN MArkets 

  Area gdP gdP gdP gr.  density  Fixed BB cable cons.
country Population m2  (us$B) capita ‘04 -’09 Main line cellular Internet subs (000) (us$M)

Argentina 40,3 2.766.890 310 7.726 7,2% 24,0 127,8 28,1 4.050 551
Bolivia 9,9 1.098.580 18 1.724 4,6% 7,0 54,2 12,4 36 43
Brazil 196,8 8.511.965 1.574 8.220 4,0% 20,8 84,8 43,3 11.800 2.212
Chile 17,0 756.950 162 9.525 3,8% 20,8 96,2 32,5 1.650 301
Colombia 47,2 1.138.910 229 5.087 4,6% 14,7 97,1 36,6 2.500 350
Ecuador 13,6 283.560 57 4.059 4,8% 14,6 94,5 9,7 - 139
Paraguay 6,3 406.750 15 2.337 3,2% 6,4 102,0 9,5 132 32
Peru 28,4 1.285.220 127 4.356 6,5% 10,9 81,8 25,3 834 180
Uruguay 3,3 176.220 32 9.426 5,8% 28,2 116,9 40,0 323 33
Venezuela 28,6 912.050 337 11.789 8,0% 24,8 105,0 25,5 1.390 465

Argentina 3 2 3 5 2 3 1 5 2 2
Bolivia 8 5 9 10 7 8 10 8 9 8
Brazil 1 1 1 4 8 4 8 1 1 1
Chile 6 7 5 2 9 4 6 4 4 5
Colombia 2 4 4 6 6 5 5 3 3 4
Ecuador 7 9 7 8 5 6 7 9 - 7
Paraguay 9 8 10 9 10 9 4 10 8 10
Peru 5 3 6 7 3 7 9 7 6 6
Uruguay 10 10 8 3 4 1 2 2 7 9
Venezuela 4 6 2 1 1 2 3 6 5 3
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is brazil’s growth 
overshaDoweD by 
china, russia anD 
inDia? 

Brazil is Quietly Flexing its 
economic Muscle 

It’s impossible to read any newspaper or 
publication that doesn’t mention China, 
Russia or India and their impact on the 
world economy. Brazil, as one of the 
BRIC »participants«, often seems to be 
overshadowed. A quick search, howev-
er, of the WSJ news archives for devel-
opments involving Brazilian companies, 
both internationally and domestically, 
shows the following recent activity: 

•  Brazilian meatpacker Marfrig Alimentos 
SA announced in mid-June that it agreed 
to acquire distributor keystone Foods 

for $1.26 billion to increase its presence 
as a supplier to big restaurant chains. 
keystone, the largest privately held 
meat-products company in the U.S. and 
pioneer of the boneless chicken nugget, 
serves more than 28,000 restaurants in 
13 countries, including the U.S., Europe 
and Asia. With the acquisition, Marfrig 
becomes a lead supplier to McDonald’s 
Corp., ConAgra Foods Inc., Campbell 
Soup Co. and Yum Brands Inc. As 
Marfrig’s President Marcos Molina said, 
»The global food market is growing and 
Brazil has capitalized on this growth by 
strategically consolidating within the pro-
tein industry.« 

•  Spain’s former incumbent, Telefónica 
SA, and a leading service provider 
in both Brazil and Argentina, has 
increased its bid for Portugal Telecom 
(PT) SA’s indirect stake in Vivo Partici-
pacoes SA to €6.5 billion (US$8 billion) 
from an earlier offer of €5.7 billion. As 
growth in European and other mature 

markets has stalled, service providers 
around the world have scrambled to 
acquire assets in growth markets. PT 
prefers not to lose Vivo, one of Brazil’s 
leading wireless operators, as its share 
represents a significant portion of earn-
ings. Both Telefónica and PT need their 
foothold in Brazil — with its young pop-
ulation and fast-growing economy — as 
a primary growth platform. 

•  Brazilian state run energy company 
Petrobras has announced that it will 
have a five-year capex of US$224billion 
(2010 - 2014). This is higher than the 
US$174billion invested in the five-year 
plan of 2009-2013. Approximately 
53% of the budget will go towards 
exploration and production. 

•  Brazil’s mines and energy ministry has 
added four wind farms and a thermo 
plant to the government’s special 
infrastructure development incentives 
program. 
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•  Alcoa has determined that Brazil is of 
strategic interest and is investing in the 
construction of a US$1.5 billion baux-
ite mine in Juruti, Brazil, in the middle 
of the Amazon. Among Alcoa’s con-
siderations was the Amazon’s avail-
ability as a low cost source of bauxite, 
which is used to make alumina, which 
is a key ingredient of aluminium. Alcoa 
considers Brazil’s government to be 
stable, and with a growing economy 
with cheap and generally available elec-
tricity. Another advantage that Brazil 
offers is an extensive coastline that 
aids in shipping metals and minerals to 
North America, Europe and China.

•  In April Brazil awarded a contract to 
build and operate the world’s third-larg-
est hydroelectric plant on a tributary of 
the Amazon River. Named Belo Monte, 
the US$11 billion project is designed to 
produce around 11,000 megawatts of 
power. The contract was awarded to 
a group led by the state-run electricity 
utility that included builder Construtora 
Queiroz Galvão SA and various Brazilian 
engineering firms. Belo Monte is part of 
Brazil’s broader strategy to power eco-
nomic growth by harnessing its rivers. 
In contrast to other major economies, 
Brazil generates most of its electricity 
from river dams. 

•  General Motors Co. said in late June 
that it would create a new South 
America unit, based in Sao Paulo, 
Brazil to cater to the region’s grow-
ing vehicle market. As GM emerges 
from bankruptcy and rebuilds its core 
North American market, the company 
is looking to boost revenues by tar-
geting fast-growing markets, among 
them South America. Profit margins 
in South America and other emerging 
markets are lower than those in the 
U.S. and Europe, where sales of SUV, 
trucks and higher end vehicles bolster 
the bottom line. As the WSJ reported 
per Ward’s Automotive Group, vehicle 
sales in South America by all manu-

facturers grew by more than 20% in 
the first quarter compared to a year 
ago. Once established GM’s unit will 
have 29,000 employees, which will 
include existing sales and manufac-
turing operations in Brazil, Argentina, 
Colombia, Ecuador and Venezuela, 
as well as sales operations in Bolivia, 
Chile, Paraguay, Peru and Uruguay.

Brazil’s industry is farther down the value-
added chain than China and other Asian 
emerging economies, which is custom-
ary as lesser developed countries seek to 
leverage abundant natural resources for 
export. But as we have seen with Japan, 
korea, Taiwan, and more recently with 
China, it will be incumbent on Brazil to 
broaden its manufacturing base. Domes-
tic growth involving power generation 
projects, building and road construction, 
described later in this article will push 
domestic industries to meet this growing 
demand.  As with all emerging economies 
pent up demand will spur further growth, 
the question is how well Brazil’s govern-
ment can introduce and implement poli-
cies that will help manage growth so the 
country doesn’t experience the manic 
swings of boom to bust that have pre-
vailed for much of its history.

region is 
sheDDing its 
»basket case« 
iMage 

regional economic conditions 
Improving 

Emerging market countries with grow-
ing economic power such as Brazil 
have been pushing for greater say on 
the international stage with various 
organizations such as the Interna-
tional Monetary Fund. This shift is all 
the more noticeable now as traditional 

economic powerhouses in Europe are 
facing sovereign debt crises; Japan 
has been in a decades’ long pattern of 
stagnant growth, and the U.S. is fac-
ing high unemployment and high debt 
while borrowing heavily to support a 
costly war. The push for a greater role 

at global gatherings is not one-sided; 
the WSJ reported recently that Domin-
ique Strauss-kahn, IMF president, told 
South American leaders at a recent 
summit that »their new economic resil-
ience gave them greater voice and per-
suasive power«. 

Thus the IMF now is allowing the 
region’s nations to sign up for »flex-
ible credit lines« rather than acting as 
a lender of last resort and levying what 
were perceived as onerous interest 
rates that only served to keep recipient 
countries impoverished. In Brazil’s case, 
which only five years ago owed the IMF 
US$15.5 billion, it has not only paid that 
debt, but last year agreed to purchase 
as much as US$10 billion in IMF bonds 
to help the IMF finance programs.

economic vulnerability still 
Present 

The growth that has bolstered the 
region in recent years doesn’t neces-
sarily translate into a forecast of unin-
terrupted growth. Brazil and Chile, are 
good examples of nations with high 
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exposure to commodity driven export 
sales, which would be susceptible to 
price volatility or sudden changes in 
demand from major trade partners 
such as China. As the WSJ reported in 
mid-June the combination of slumping 
European demand for everything from 

sweaters to solar panels along with 
the depreciation of the Euro means 
many Asian manufacturers are feel-
ing the pinch. As one family-owned 
sweater manufacturer based in Hong 
kong replied, »For Euro-based orders 
we could lose our shirts and pants and 
underwear.« According to the data cited 
in the WSJ, the EU accounts for 13% of 
exports from Asia’s ten largest econo-
mies, excluding Japan. This makes the 
EU a larger trading partner than the 
U.S., which accounts for 11%. And 
trade data hasn’t shown any effects yet 
of any austerity measures undertaken 
by European nations. For some industry 
sectors that rely heavily on government 
subsidies such as renewable energies, 
scaling back any governmental invest-
ment could be catastrophic.

Other pitfalls that could manifest as 
stronger regional growth persists would 
include an influx of foreign investment 
that could lead to asset bubbles and the 
risk of speculators wreaking havoc by 
jumping in and out of the market to reap 
short term gains.  And inflation, long a 
scourge of South American economies 

could return as growth accelerates. As 
growth continues there will be pressure 
to increase wages, a development that 
has affected companies such as Honda, 
Toyota, and Hon-Hai in China. 

Is Brazil overheating?

Central bank officials in Brazil have 
begun raising the benchmark Selic rate, 
most recently to 10.25% in early June 
to help stave off any threat of inflation. 
Already the country’s consumer price 
index is above the official year end tar-
get of 4.5%.

The Brazilian Census Bureau, or IBGE, 
reported in early June that a record first-
quarter growth had been achieved with 
GDP expanding 9% from the year-earlier 
period. This first quarter growth, accord-
ing to government officials, is not expect-
ed to persist as it was influenced by 
domestic spending that included tax and 
lending incentives as part of an economic 
stimulus package introduced during the 
downturn to help stimulate the economy. 
The benefits generated by that aid will 
have been exhausted and will not influ-
ence future quarterly growth this year.

can china serve as an example 
of what Not to do?

China’s growth has been built on a sin-
gle-minded focus to develop and com-
pete in a broad range of technically chal-
lenging industries as well as providing 
an almost unlimited manpower to labour 
intensive work as in the garment indus-
try. China’s rapid growth has not come 
without its share of problems; its depen-
dence on coal-burning power plants and 
factories helped increase emissions of 
acid-rain-causing sulphur-dioxide levels 
by 1.2% in the first quarter as domes-
tic demand and exports picked up. The 
increase is the first in several years, but 
highlights the challenges of adhering 
to environmental targets in the face of 
meeting economic goals. 

Amazon: the last Frontier

Brazil’s Amazon region is comparable in 
size to Western Europe and some towns 
such as Porto Velho are more than 4,000 
km away from Sao Paolo. The biodiver-
sity in the Amazon River basin makes it 
one of the Earth’s greatest, yet fragile, 
natural resources. The area around the 
bauxite mine that Alcoa is building, for 
example, is home to more than 300 spe-
cies of birds and more than 50 types 
of snakes. And the WSJ reports that 
population density has increased sig-
nificantly enough that developers are 
building malls in five of the largest cities 
in the interior. Inhabitants are willing to 
travel up to six hours to go shopping. As 
malls begin to proliferate, foreign inves-
tors such as the Dutch warehouse club 
Makro and its French competitor Car-
refour have either built or are planning 
to build stores in the region.  

The growth in this region is not by acci-
dent, but part of a governmental plan to 
raise the standard of living by providing 
jobs in building hydroelectric dams. And 
local businesses receive subsidized loans 
from the federal Banco da Amazônia. 
The investment has encouraged people 
to move to the region in search of jobs 
and opportunity. With larger populations 
come the litany of services and infra-
structure that citizens demand. As one 
mall owner mentioned in the WSJ article, 
»The mall is the only place in Porto Velho 
where all social classes are mingling in 
an open space, on equal footing. The 
middle class gets a chance to see what 
the rich are wearing, and then wants to 
go out and buy it.«

Most of the new building construction 
taking place is in areas already deforest-
ed, but new roads are being built to link 
previously isolated towns, which creates 
commerce, and momentum to continue 
building in the area. Government officials 
believe that growth in the Amazon can 
be managed through careful planning 
and by using new technologies. 
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brazil’s tele-
coMMunications 
Market 

optical Fibre cable demand is 
growing

After the telecom bust in 2002 when 
Brazil’s single-mode cabled-fibre 
demand plummeted by more than 
80%, the rebound in demand appeared 
to languish through 2006, when in fact 
growth from 2004 to 2006 was at least 
15%, and jumped to 32% in 2007, 
and then 84% growth was registered 
in 2008. Much of the deployment dur-
ing the boom time was in the long haul 
segment, financed in part by American 
companies in the utility sector. There 
has been some additional construction 
of long-haul routes recently, particularly 
in the Amazon region, but most of the 
fibre optic cable deployments have been 

in the metro or core networks to serve 
business customers and to reinforce the 
network as data traffic increases. 

> Slide 13

outside Plant copper telecom 
cable demand is Flat

Brazil’s use of outside plant copper tele-
com cable plummeted after 2001 due to 
the telecom bubble and domestic and 
regional economic woes. Service pro-
viders retrenched and reduced capital 
investment in new network construc-
tion. Telcos also decided that a stronger 
emphasis on fibre optic cable would be 
desirable as fibre optic cable usage helps 
reduce network operating expenses and 
offers much greater bandwidth than cop-
per cables. Thus the much higher pair 
count exchange cables that typify deploy-
ments in denser population areas were 
replaced with fibre leading to a drastic 
reduction in copper cable demand. 

The vast legacy infrastructure of out-
side plant copper telecom cable, how-
ever, means that there are a number 
of factors that will continue to contrib-
ute to ongoing demand, i.e., signifi-
cant repair and maintenance require-
ments, additional copper pairs needed 
for local loop unbundling requirements 
and replacement cable due to copper 
theft, an activity which always spikes 
upward when copper prices increase.  
> Slide 14

Brazil was a net importer of cabled-fibre 
throughout its history until 2005 when it 
had almost 200,000 fibre-km available 
for export markets. Net surplus cabled-
fibre peaked in 2007 at almost 800,000 
fibre-km and declined to 350,000 fibre-
km in 2009 due to stronger domestic 
demand. Furukawa also opened a man-
ufacturing facility in Argentina that came 
on line in 2009, but most of Argentina’s 
fibre optic cable demand is met by Bra-
zilian manufacturers.
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new broaDbanD 
initiative 

According to mid June reporting from 
the Dow Jones Newswires, Telecomu-
nicacoes Brasileiras SA, or Telebras, is 
attempting to reinvigorate an informal 
governmental plan to provide affordable 
nationwide broadband Internet service.   
The long term plan — which Telebras 
estimates at Real5.7 billion — would ini-
tially extend broadband data service to 
22 cities over the next two years. 

If the federal government approves the 
plan Telebras would receive Real3.2 
billion ($1.8 billion) in capital invest-
ment over the next two years to begin 
implementation. As a former govern-
mental monopoly, Telebras must first 
receive federal government approval 
for a change in its statutes to proceed. 
Telebras says that should its petition 
be approved within one month, it could 

begin organizing and implementing the 
plan in 60 days.

Telebras believes that this plan in which 
it would operate the backbone would 
encourage local operators and smaller 
providers to compete to deliver better 
service for end users. The largest of the 
local operators include: Telecomunica-
coes de Sao Paulo SA, or Telesp, Net 
Servicos de Comunicacao/Embratel 
(NETC), Tele Norte Leste Participacoes 
SA, or Oi, CTBC and GVT Holding SA. 

The initial 22 cities under discussion, 
however, constitute less than one per-
cent of Brazil’s 4,278 cities. The local 
providers question whether the gov-
ernment should be spending money 
on duplicating existing broadband 
backbones. Moreover its not out of the 
question that the plan would foist most 
if not all of the risk on the local opera-
tors by requiring them to: 1) build out 
suitable broadband infrastructure in the 

distribution or last mile segments of the 
local loop, and 2) force providers, par-
ticularly in higher income areas, to com-
pete on price, further eroding margins. 
Furthermore Telebras, under this plan 
as sole backbone provider, would gain 
immediate incremental revenue by pro-
viding transport for this Internet service. 
Telebras said in the newswire reporting 
that the only reason the local providers 
complain is to protect margins and to 
stop broadband from further eroding 
voice revenues. 
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