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y is the Latin American country with the highest United Nations human
lopment index, an indicator of the quality of life based on education, earmn-
d life expectancy. It is also considered one of the most politically stable,
quite turbulent history. Economic development has been retarded by
government regulation and high inflation. With some 3.2 million people
994 estimate) and an area of about 176,000 square kilometers, Uruguay is a
ountry. Although the population is over 80 percent urban, agriculture forms
of the economy, with large shares of industrial production and exports
-d to processing wool and beef.

m services are quite good, at least by Latin American and developing
fry standards. The teledensity—17 per 100 people in 1994—has for some
been the second highest in Latin America (after French Guyana). About half
opulation lives in metropolitan Montevideo, the capital, and most of the
r equipment is concentrated there.

tions in November 1989 brought Luis Alberto Lacalle of the Blanco party
e presidency, with a plurality but not a majority of seats in the General
bly. Inaugurated in March 1990, Lacalle spearheaded broad economic
; including plans to privatize many companies. However, a referendum in
cember 1992 overturned key portions of the legislation intended to achieve
regular elections held in November 1994, Julio Marfa Sanguinetti of the
o Colorado was chosen president, a position he had held from 1985 to 1989.
alition of the Colorado and Blanco parties controlled the legislature.

The Partido Colorado favors continued state ownership of enterprises that offer
ificant source of income to the state or are seen as strategic or natural
nopolies. The new government is willing to transfer to the private sector activi-
lat need a strong injection of funds to increase capacity or productivity, or
Lthe state does not have the funds to support. As an example, in June 1995 pri-
¢ interests acquired 51 percent of PLULNA, the troubled national air carrier.

1 Early Telecommunications Development

onstitution of 1830, the country’s first, was based on a liberal and individu-
tic doctrine that confined state functions to protection of citizens and the
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administration of justice. Thus the private sector initially freely participated:
provision of telecom services. However, as the nineteenth century came to g
the state moved to a more activist stance, assuming the roles of banker
tradesman, and direct promoter of economic development. As a result, ’the
has come to be in charge not just of what were long considered natural my
lies, and thus appropriate for a state to operate—the post, telegraph, ang
phones—but also electricity and public transportation, as well as port sa
(Schrumann and Coolighan 1966, p. 492).

12.1.1 Telegraphy

Telegraph service was inaugurated in Montevideo in 1855. In 1865 the COinp
Telegraffa del Rio de La Plata, a joint Uruguayan-Argentine company, b o
viding telegraph service between Montevideo and Buenos Aires. A direct ¢
tion between the two cities—by submarine cable across the wide estuary of
de la Plata—was approved in 1883 and completed in 1884 by foreign contra

Other regional, private companies appeared, including Telégrafo Oriental
paiifa del Oeste, and Compafifa Platino Brasilero (which initially provided
to Brazil and subsequently expanded with Uruguay). These companies weré
or financed by Argentine, Brazilian, British, and U.S. entities, as wel
Uruguayans. By 1910 most of the country had service, with the principal
connected to Montevideo. By 1920 they were connected directly to each othy

Reflecting the shift toward government involvement, the National Tel
was incorporated under the General Director of Postal Services in 1892. -

12.1.2 Telephony

In 1882 the Compafiia Telefonica de Montevideo (CTM) was found
British funds to serve the capital. By the end of the 1880s Montevideo
companies providing telephone services, CTM and locally owned Coope
Telefénica Nacional, which had been created because CTM was not p
service as quickly as users wanted. Their service areas did not overlap.
there were 2,700 registered users.
The first company outside the capital, La Sanducera, was founded
1891 to serve the Department of Paysandd, in the western part of the cou
was owned by members of the local clite. Subsequently, other small, Jocal
nies were similarly formed. They generally had a single exchange and serve
a few hundred or few thousand subscribers. They were not interconnecte
A government-operated telephone network for the police was establi
April 1894, with the intention of its becoming nationwide. A year later; ¥
construction of a national telephone network were approved. These ruje
early steps in a process that had the publicly proclaimed purpose of con
telecommunications into a state monopoly.
Tn 1907 the government approved creation of a national telephone.Th
which took over the local private company in Paysandii. The next step in
ernment’s move toward consolidating telephone service in state hand
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eV deo and explore ways to link the various telephone systems in the interior
- capltal and to each other.

, in December 1915, a law was passed creating a Direccién General de
i Teiegrafos y Telefénos with domestic monopoly rights regarding the post,
oh, and telephones. However, the law did not immediately or automatically
gulSh any concessions made to private companies by special laws, so the
"g_ private compames remamed m business. Moreover new concessmns

mmunications system that it owned and operated, initially it was primarily
its right and power to determine who offered services. Service to foreign
s remained open to free enterprise (Resolution of September 24, 1918).

_3 The First Monopoly Period: 19151974

15 law called for a nationwide government monopoly of telephone service.
d achieving this began with nationalizing, under decrees of March 1916
tober 1917, a number of the small, independent telephone systems in areas
ontevideo. These were added to the police network. In other words, the
network was being used to form the backbone of a government-run system.
vate Montevideo companies were allowed to continue in business, but
{ their operations, and those of the other private companies, was begun.
vermment, through the Direccién General de Correos, Telegrafos y Tele-
DGCTT), issued them operating permits revocable at any time.
ecember 1916 the private domestic telegraph companies were purchased by
ernment, becoming part of the DGCTT. International service continued to
ed by several mostly foreign companies: Western Telegraph, All America
Rio de la Plata, and Compafifa Telegrafica y Telefénica del Rio de La
owever, in October 1931, international service was taken over by the state.
e end of 1924 there were twenty-nine privately owned telcos in Uruguay,
n g the two in Montevideo. There was no interconnection among them,
ontevideo, so long-distance calling was not possible, except on the
twork. (Police stations throughout the country were connected by radio
Subscribers to the private systems numbered 23,662, including 15,535
.cent) in Montevideo; average daily usage was 166,662 calls (Libro del
1925). For context, the population was about 1.6 million (45 percent
tevideo).
15 to 1930, parliamentary discussions abound regarding who would be
the contracts to construct the national network of trunk lines intercon-
local companies. Finally, Law 8,767 of October 1931 gave Usinas
as’ del Estado (UEE) the job of constructing and operating the new tele-
network, as well as the right to exercise a monopoly in wired telephone
cations throughout the entire country.!
Comisién de Obras Prblicas, established by Parliament, reasoned there was
ble convenience in having a body of electrical technicians supervise
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instaljation of a communications system based on the applications of eleCtncny
November UEE changed its name to Administracién General de las Usinag E}e
cas y Teléfonos del Estado, generally referred to as UTE.
Law 8,780 of October 20, 1931, allowed UTE to buy or expropriate the vari
telcos in the country. The Montevideo companies, which represented th,
majority of telephones, were promptly nationalized at negotiated prices, a4
provision of international service, but the other private companies were not
over because there were limited funds to buy them. Instead, the goveryy
through UTE, continued to build a trunk network to connect the most impo
cities of the country. The remaining private telcos were allowed to add.
scribers—although this was subject to revocation at any time. :
In March 1932 UTE began installing cable and ten central offices for autom
service in Montevideo. The system had a capacity of 22,000 lines. A decre
December 1933 ordered government agencies to cease using the private coy
nies when UTE’s new exchanges became operational. Only in 1936 did UTE
buying the remaining private companies. Because internal funding, rathe
debt, was used to finance the purchases, it was 1949 before the last one:
acquired, unifying domestic telephone services in the hands of the governh
where it has since remained.

12.2 ANTel

Telecom services—telephony and telex—were notoriously deficient during ¢
UTE period. In 1974 there were almost 30,000 applications pending for servi
compared to an installed base of about 188,000 lines. This was true even thou
there were enough central office lines—over 207,000—to handle a large perce
age of the applicants. :

Having a line did not mean having a working phone. For example, during 1
on any given day as many as 17,000 of 140,000 subscribers had no working
vice. This was due to a number of factors, including lack of spare parts and ob
lete equipment because of import quotas and limited repair budgets. In the face
this situation, the government proposed breaking up UTE and creating a:n
entity to be in charge of telephone and some broadcast services.

Thus, on July 25, 1974, under Decree-Law 14,235, Administracién Nacional
Telecomunicaciones (ANTel) was created as a public company. It was formed
combining three entities that had had some control over telecommunications:
Direccién General de Comunicaciones, Direccién General de Telecomuni
ciones, and the telephone division of UTE. The new company was placed un
the Ministry of Defense, and all of its acts were made subject to approval of
executive branch. The Office of Planning and Budget (OPB) advises on tart
investments, and debt management.

As a monopoly, ANTel is responsible for the construction, provision, and m
agement of local service, as well as domestic and international long distart
telex, and telegraph. Decree-Law 14,235 also gives ANTel the power to “inl
vene and control any activity related to telecommunications, either public or |
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unless such activities are assigned expressly to another state entity.” It also
as the Uruguayan party to international telecom agreements, including Intel-
.d interconnections, Except for the armed forces and police, private networks
5t-allowed unless approved by ANTel and the executive branch.

the area of broadcasting, ANTel initially controlled allocation of some fre-
cies (television, but not radio) and had technical oversight and operations
rvision of television transmissions. Radio was under the control of the Direc-
cional de Comunicaciones (DNC), also part of the Ministry of Defense. In
her 1984 control of television frequencies was transferred to DNC. Thus,
‘has general control of spectrum management and oversees radio communi-
ns (including paging) and broadcasting (television and radio stations, and
‘television).

¢ 1984 law also made DNC responsible for Uruguay’s relations with interna-
communications organizations such as the International Telecommunication
ITU), the International Consulting Committee for Telegraphy and Tele-
CCITT), and CCIR. They previously had been functions of the Direccién
ral de Telecomunicaciones.

dition, DNC is charged by the 1984 law with coordination and execution
the national communications policy approved by the executive branch. How-
practice it has done very little in this regard. Since DNC has not done any
2§ on service costs or tariff structure, it is unable to assess the reasonableness
el tariff requests.

ecree-Law 14,235 of 1974 lacks a clear definition of what communications is.
s has led to jurisdictional problems in assigning some services, especially the
alue-added ones. For example, conflict arose in 1988 between ANTel and the
companies that offer facsimile equipment. In 1991, there was a problem
the utilization of international services by companies located in “free zones”
designated areas where productive activities are free of taxes other than the
e tax). In the 1988 case, to induce customers to buy fax equipment from it,
Tel offered to waive connection charges. Both cases were resolved by OPB as
executive branch organ having authority over tariffs. To preserve fair competi-
‘among suppliers, ANTel was prohibited from waiving connection charges.
reation of ANTel did not change the poor quality of the country’s telephone
e. The system remained so antiquated and unreliable that into the 1980s
1§ often resorted to courier service within downtown Montevideo.

1 Investment and Quality Improvements

ivated in part by the government’s feeling that Uruguay would be the finan-
enter of the Southern Cone and a future regional customs union, ANTel
Initiated a strong expansion program at the beginning of the 1980s. The
oal was overall improvement in the range of coverage and the quality of ser-
ices. Investment during the decade was at a rate 5.1 times the depreciation on
d assets in telephony. For 1986-91, average annual investment was U.S.$50
illion; it reached U.S.$76 million in 1992 and U.8.$123 million in 1993,

here were 615,000 central office and 530,000 primary subscriber lines at the
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end of 1993, increases of 88 percent and 84 percent from 1985 and equaj ¢4
primary lines per 100 people. Over one-third of 1985 central office capacity
been replaced by digital switches by 1993 which, with the new lines, meang
65 percent of central office exchange lines were digital (78 percent in M,
video). From 1976 to 1990 domestic long-distance links grew at an annual ray,
13.4 percent and international links at 11.6 percent. A microwave network link;
the country was completed in 1990. By 1992, 90 percent of domestic trunk,
microwave, and 86 percent of international links were by microwave or satellj

Despite the impressive numbers of lines being added each year, unsa
demand remains high. It equaled 19.2 percent of the 530,000 primary lig
1993, compared with 15.5 percent in 1975. Even though central office capacj
in place to satisfy most of the unmet demand, ANTel has been unable to gen
enough revenue from its operating activities to reduce the backlog, and theré:
not been sufficient government resources available in the face of the pub
tor’s need to reduce its deficits.

Still, the investment there has been has permitted ANTel to improve its se
quality, although difficulties with digitalization led to increased problems d
1989. In Montevideo, the average number of subscribers with faults decreag
from 12 percent (over primary lines) in 1975 to just 0.3 percent in 1990. The'
age time without service decreased from twelve days (thirty-two days maximiu;
in 1981 to two days (ten days maximum) in 1993. These improvements notwi
standing, a large number of faults continue to exist in the network, prim
because of inadequate operations support and maintenance by ANTel. :

Unfortunately, ANTel has not kept statistics on such quality indicators as
percentage of the time a subscriber does not get a dial tone or is otherwise
to complete a call, or how long a new subscriber must wait to have a p
installed. Public opinion polls have shown a steady increase in those saying:tt
thought ANTel service was “good” or “very good”: from just 26 percent in 1¢
to 32 percent in 1989, 40 percent in 1990, 45 percent in 1991, 65 percent in 19
70 percent in 1993, and 80 percent in 1994. :

12.3 Services and Rates

Subscribers can receive the basic package of telephone services from AN
along with some value-added services. Digital technology was first incorpor
into the system in 1985. The first household telephone set must be from the &
phone company, but additional sets and other equipment can be obtained fror
other sources. Direct lines, including analog lines for data (Urupac) and Vi
transmission, as well as specialized services such as background music, are.
vided only by ANTel. Urupac includes electronic mail without additional chat,
Value-added services available by the 1990s include packet-switched“jd_?
transmission, electronic mail, electronic information services, and electronic fu
transfers (EFT). There are providers other than ANTel for all of these eX
packet switching. :
In December 1990 ANTel put mobile terrestrial service up for bid. The win



idders were competing for the right to construct the infrastructure (includ-
taining transmission sites). Movicom Cellular Service provides service
ctly to users and is required to provide capacity to ANTel’s cellular subsidiary
Cel) under a ten-year leasing arrangement. Then ANTel acquires ownership
qulpment Service, available in the department of Montev1deo and part of

osed tariffs are submitted by ANTel to the government’s executive branch for
oval. Because the company does not have cost accounting and demand stud-
were not undertaken until 1991, its tariff structure is somewhat arbitrary. Since
ariffs have been adjusted based on recommendations by the International
suItlng Committee for Telegraphy and Telephony (CCITT) and the Conferen-
nteramericana de Telecomunicaciones (CITel).
s in most countries, residential users pay less than others for establishing ser-
_and then for basic monthly service. The exception to this is that rural sub-
s are generally charged substantially more for installation than urban ones,
erally because these lines are radiotelephones. Thus, in 1995 (compared with
2) the charges were U.S.$4,210 (U.S.$3,655) for a rural line, compared with
$395 (U.S.$260) for an urban nonresidential line and U.S.$260 (U.S.$160)
r an: urban residential line. There is also a surcharge, refunded with interest
service is discontinued, of U.S.$50 (U.S5.$120) for a residential line and
$120 (U.S.$240) for a nonresidential line.
ocal calls are charged on a message-unit basis. Where central office equip-
't'allows, rates vary by day and time of day, with peak (11:00-18:00), shoulder
11:00 and 18:00-22:00), and night rates (22:00~7:00) on Monday through
. Saturday from 7:00 to 15:00 the shoulder rate is applied, and the night rate
effect during all other times. Typically, in 1995 (compared with 1992) resi-
1a1 subscribers received 50 units as part of a U.S.$6.30 (U.S.$4.00) monthly
while others paid U.S.$14.40 (U.S.$10.00).
s:small as the country is, until January 1993 there were seven area bands for
(distance. There are now three bands. Rates are high and, for most calls, have
eased from their levels of the early 1990s when they ranged from U.S.$0.045
nute (0 to 25 kilometers) to U.S.$0.60 per minute (over 400 kilometers). In
er minute rates vared from U.S.$0.12 (to 50 kilometers) to U.S.$0.40 (over
kilometers). There is a 60 percent reduction for off-peak calls.
mational long-distance rates historically have had little to do with physical
ce. Thus, in 1992, while rates to immediate neighbors Argentina and part of
were the lowest, it cost less to call the United States, Australia, and the
ed Kingdom than to call most of the rest of Latin America. Charges have
1 reduced since 1990, but calls originating in Uruguay still generally are more
nisive than inbound ones. In 1995, calls to Argentina and the Brazilian state of
Grande do Sul were U.S.$1.50 per minute; to the United States, U.S.$1.50
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plus U.S.$1.00 per minute; U.S.$2.00 to Chile and Paraguay, U.S g5 50
Canada, Australia, New Zealand, the United Kingdom, and Spain; U.S §3 00
the rest of the Americas; and U.S.$3.50 to the rest of the world.

12.4 Changes in ANTel

Midway through 1987 ANTel began to redefine its mission and phﬂosoph
well as the company’s management style. The new mission and philosophy Wi
approved by the board of directors on May 15, 1988. Even though the overall p,
icy of the government is for the company to continue to operate as a m0n0p
there are now plans to develop and use some services from private compap;
These include electronic information services (such as Reuters, Delphi, Telg;
and CMA), international electronic messaging services (such as AT&T Easyling
and teleprocessors (such as Infonet). In addition to provision of cellular phon
vice, private companies are already performing support services such as cle:
and security. i

This change was partly in response to the policies of the government of Presideny
Julio Marfa Sanguinetti (1985-89), which considered telecommunications a byg;
component of creating a more open and internationally oriented economy. Manag
ment also recognized a need for change, in part reflecting the relatively youn,
of the managers—averaging around forty—compared to other public companies,

The company’s self-image was to be modified from that of an engineering |
to a company oriented to the customer and to service. In that sense the philoso
changed to “the client is the reason for the existence of ANTel.” Manage
style was to change accordingly. Three basic principles were incorporated: deleg;
tion of authority, decentralization, and management by objectives within a ¢
trally determined global plan. Operations were decentralized in 1989, creatin
five zones—Montevideo (with half of the population), Periphery, East, Ce
and West)—divided into thirty-two regions and (for Montevideo) four district
Still, a technology focus has continued to predominate because most of the mal
agers, including all the general managers, have been engineers, not marketers
administrators, by training.

The proclaimed customer orientation has not changed the fact that in case
controversy over billing or service problems, the burden of proof still falls on
customer, not the company. Credit is not given customers without service until th
tenth consecutive day.

12.5 Conclusion

Although attempts to privatize ANTel have been rebuffed, some political leade
are trying to build a consensus for more competition and reform of state-OwWn(
enterprises. Since returns on investment in telecommunications are high,t
future is promising for the availability of funds to make the investment necessa
to improve quality, expand service, and lower prices.
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Usinas Eléctricas del Estado was the government-owned successor to the private
pany that had been created in 1885 by Marceliano Diaz y Garcia to provide Monte-
o with public lighting and electricity. Banco Nacional gained control in 1889, the year
fricity was first provided, because of the financial problems of UEE’s owner. Banco
ional restructured the company as Compaiifa de Alumbrado a Gas y Luz Eléctrica SA.
! govemment gained ownership in 1896 when Banco Nacional was liquidated because
ts-financial problems. Renamed Usina de Luz Electrica de Montevideo in 1906, the
pany in 1913 began to expand into the interior of the country. Until 1913 the only other
i with an electric utility (established in 1900) was Paysandd. Initially privately owned,
ility was taken over by the state company in February 1919. The electric utilities had
bscribers in 1905, 12,700 in 1910, and 26,500 in 1915. In 1920 the enlarged UEE
ed 47,700 subscribers and in 1925, 75,000.
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