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Third Party Evaluator’s Opinion on
Project for Improvement of Earth Station for Telecommunication Via Satellite

Oscar Carvallo
Economist, Independent Consultant
Faculty Member, Catholic University of Asuncién

Relevance

The PGP 10 project has substantially contributed in meeting the objectives established in
Government of Paraguay’s (GOP) plans for the period 1999-2003 in the area of international
communications. This plan calls for an increase in the quality and competitiveness of public
services provided by the GOP. It is assumed that infrastructure development and public utilities are
the responsibility of the GOP. However, in the area of communication, services could be provided
by the private sector, in which case the public sector would be only a regulatory agent.

The decision of the GOP to privatize the former communication agency ANTELCO, now
COPACO, has met a very strong objection from the governing political party which, finally, aborted
the privatization process. There is a wide consensus, though, that sooner or later privatization or a
joint venture arrangement is the most likely outcome for COPACO’s future. Regardless of whether
the agency remains a government entity or becomes a private organization, the project’s relevance
will remain strong and valid. In the short and medium term, should COPACO remain in the public
sector, its services will not lag behind international quality standards. On the other hand, if it
becomes a private entity, the market value of its assets will maintain its integrity. Based on expert
opinion from COPACQ’s technical staff, it should be assumed that the technology introduced under
the project will remain viable at least until the year 2007 at which time new breakthroughs in
technology will render current ones obsolete. It is expected that the communications sector will
eventually move toward an Internet Protocol-based (IP) technology.

In the long run, if COPACO wants to operate competitively, it should expand the range of
services offered to the local market, a very difficult proposition without a heavy investment in
infrastructure and facilities. Given its present predicament on whether or not it should go private, or
remain a public enterprise, it would be very difficult to attract investment thus jeopardizing its future
financial feasibility.

Impact

The project, through achievement of its stated goals, has successfully generated a number
of positive impacts both in the quality and quantity of the services delivered to the population. A
small survey conducted by the Third Party Evaluator among four leading firms who are heavy users
of communications has indicated a substantial increase in the quality of the type of services provided
by COPACO. The revenues generated by the project-financed facilities continue being an
important share of the total company’s income (approximately one third), in spite of the substantial
drop in international telephone rates. In addition, the O&M operations and maintenance cost has
dropped dramatically as a result of the reduced number of telephone operators hired (approximately
80% less) to run the new system.

Other unintended yet positive impacts are worth mentioning. As a result of the project, in
the last few years there was a substantial reduction in telephone rates from $3.00 per minute to $0.20
per minute. This has resulted in a massive increase in the number of telephone calls. It has also
allowed thousands of migrant laborers working in Argentina and other countries to call their
relatives in Paraguay, an important social impact considering mitigation of homesickness of the
affected population. Communities surrounding key facilities financed under the project have also
gained access to badly needed telephone service that would otherwise not be available to them.
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