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The agricultural setor og Unupio~y provides more tlw 95%Oo~eCoiwzy'
e~oi,ipcy es -hw 2%of the'3abo'--,"forCe aii proia-des approimt3 

14 i a' e dw'Su products,, T fig ures h eetend 
w1 Athe16lqd e of the Sec-toro Mhhf the,'indtistryis dependent 

qPnermtr~ or Iti z3~ft basic =aw mals 0 , lft*pivtebsiese 
and tbpe alyet that thqV provide, arebaszed on agricuattav Agrioultura1l 

lad xprsad otfi~ trade r 3~wlotdte Iz~it 
soue'%it sirevenues Despite -this'importaricet haower,,, less ,than 3 

ofthe GD a bu~gt habeen evoted t~o attue MnnUal 

Mie growith rpate of the Wa~itural sector has been negative until recent 
yers Only twice between 1955 and 1968 did theivalue or total agricul
tuml produotion equal that of the 1952-56, averae 0 The annu1al rate of 
vauotbh .1955/57 -~ 1955/67 vas negative - 0.2 percent, the lowest in latin 
Amzrvhca Despite this rerformnee the potentials for growth am excelent. 
TM~ mwU&ty of nost of the land is bigbhe tUmuemon faxmsr lo intelligent, 

wUedmoted and oppablec, The a~mate is favorable for many orops and 
ente* des~, K~rkets for mmy~ of the products tha Urugu~r Can produce 
appmrx to be availbla, 

To a large ctet the emanccW of the country is dependent upon moat and 
wool nzthomxfgh ubeat andi fl=~ have been relative3,y important fron tim~e to 
t4~ie. JBevoue of thia~imrow base coupl1ed with doolining a~icultuwul 
Vradt.1o and 1ma~e'cmudity prices, Govermcnt- rciunnues have been 
I-naufieit to meet the lmesdomdnw3 of the counrsWy's high consumptionl ­
ltow savinp~ and imoatmm.t conomy. 

abittinticon hwm be-i *grvated by an accumwlatior of Goenet policies 
that bave izp-TreI1ed pro t.on costs to a point ifter production~ for the 

rorld at is nw xmeon ic for ome crops that should be ooportable. 

ITin gplnelt prdbl=m of *Lbe ogricultural sector are related. to OI 
~ ~r2.~ort rutis ict,ias end duties make Important agricultural

L~t esovvel ampanalve or una~vailable on a timel~y beaso Tw=e 
othe ecp~ftmltu MIamQ~tor In 1,968 averaged 29.7 percent while that for 

ao~31t~r8ww only~ 21o9 paraet'jaxtzii sinco roduced, there in little 
~~ offitupe I=c burdens0 Governmn control of prices of agrisul­

..aa produnts and tho e rmntV5 operational involvemont, in somei 
Ust-*.ancesq) in the xroeaing and marketing of agricultural 6ommoditiee 

lvrwane marketing costsn and inefficiencies and -maies it poitices]1y 
d4wt'klt t~o free; the marketing mechaism so that increctsed etfiieViSS 
u-ML, F r&,uio ao mnaemntIncA!sU to 
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nee(foAIo~ qu-ce 6gi 

'4,o 

ad thiqub - -'I 

Ih 
e bod-'eo oparation0, The'5Oinistary o,. nof a oth naes axid .oi~anizations 

as, e.U t-,F ceue aoew'a mar of~yesv dictates the. need, tarsilitr~iing Jfrespond 

GOU (and US=m) hope to reverse thle stagnation in the 'ep'icmituraj. ad04PO~-industL'ial aeators whila keepin price M~voge increases underCOntXol1, This will require aignificantay_ ine=eadinvestment in. the3063LriCalt=2a sector in the form Or Ogricuatuia Mrdit and other ogri­cultural and agro-induatrial izptgs fleausoe ho h lLeiOquipment, et.,-'t essential toproutian marktn" not 

incr~ae inj inp-ts, 

ilie goal ic to acieve a substantial increase in agricultural G~porta0s a bane for ovrall econoede. expansion0 The GO(Pa present approach 
t~o~c (sdeuch nrrcl~un netarowth is to Cci~entrato on a fewkc~~~~r suia mraat plxoduction and markeoting) ubhtch will give fastratum in tenmo of exports. Second priority attention Will. ba givenunder present plna to the increwed azvailcability of inputs (oapoiaaycrodit) to the producer of inp:rtarb crops, and to the increasedprbuntlonr for imxport substitution and export Purposen, of more in­tensive fruit and vc~jtablo crops ami of dairy and poultry products,to brxvtden itba bce of the agricltural sector,, Ina or-dr to achievet"I'- 3oal the3 Gat) =it cOit itsel1f to Carry out a aeries of policyd=130"3, EOZaY o1 vh tb wll be difficult and/or pontically unpopular. 

Thoo nc~c-ho aranoauronIlbich osontial to the =ucowns of this 

(a) (ovcnonmt xualcI03 must be changed an neceary ao as to-aintaln the livo~eijj p):ico of beof (teprice t the frr)at
ft lo ve- to Yield at 10. a 15ej reca rate of rcti on am qroe 

(b) The reAt innpection and sanitation oer-vice nw-v- continue[ --- be iiaprovotl and upgrndod on a priority banis no that it 
to 

can omeet and------"
=iaintain Dritisb and USDA raquir-,=nts: -. 
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tid , byt aaeMsoi tts toiof an i 
AriinaPann fia Tat ijisro jv~t& n 

. M. ea~~Itare . 

mist"Aterminat~e step by step, Its excessive
 
control Of apricultural pricles and permiit thene prices to respond
 
mfore reyt d.LxMD. Pioit sho~.ul', be givenupypd 1G 
freesing those products for ulticli there are: *ioS.~n poz4 POSsi­
bilitios. 

(e) The axport mechanism must be reviewed and snimpiied. 

(f) Agricultural credit policies must be reviewed and imiroved. 

possaie on the basis of a sond annual Carm plan taking into consider-, 
ation the producer'sa total annual need, and; (2). loan approval should 
be buad prinexily on the eoomic soundneiss of the plano 

(a) The Govrment must begin to imlement a long..range plan to 
Inrove the data collection an economic analysis and planning and
 

mang~at capability of the IC.~A
 

(h) A National Research plan should bs 6rwnm up to (1) halp
 
coordinate the research efforts of the 14rA organiza:tions vrldrg in
 
roseardch and also tho eiforts of the National University, UVAP and
 
othern3; and (2) to help change the research priorities to assure
 
(reatr m~Ihaals on high econociz yield research, adaptive research
 
and on research in both production and marketina.
 

(1) cancessionary terms should be granteud (free entry, no duty, 
Ote0 ) on a~ll aariculturally related Imports under future AID/International
 

AZnYcapital asniotance.,
 

(J)The percentage of the Nlational Buget allocated to agriculture 
ohlcia be increamoe as OU programs beccimo more effective,, 

In order to I~lement this projeact the GOU vill require, additional 
dollara., posos and techaical and training aistance. TMe major target 
of assistance i.1 be -to ancour~o the -creation of agricultural, zrsearch 

and.conomnic analysi grqto provide policy mhra in the Bank of-the 
-Republic, MinAstry of Livestoolk And Aaicultuie., I4Sxistryo rOConoV 
and Finance and other institutions lactivol in d cia$.ona aff&tingji. ­

Culture,with teanalysis adpolicy rovinaoafomwchrational
 
decisions ca emadls,
 

UnJLASSUMB 



1 deo TOIDA4-

aut.ne il seek't prd n co&ixat1te Gouts agricultuiral
research activIt~em. 

~z. nsupport of thceeobjectives we plan to make foflow-on agricultua
 
~ ~y~sector, loomS in ,FYC 1971 mAn , ftni vhich will be'
r19Y12 -the6 do~lar 

xused. for tzie iqxraton~of .g~t and~hI -io.ndustrial as well
fran other 	IMPOI~ a positIv6 1i*~t0 

Ac Baclcaround
The neUTi&Mtal sector has been atoonst or sio%4y deterioratng inmoWu areos over a period of ye=rs tecaus fteI neo t 
income, from the agricutura sector, the Goemntb~ found it 
necoesry to tax the SeNCtor bewvIly in order to meet'the high, costs

if 
.	 

of pensions and s8wlarias'' b1zMj actionsL have been 'token by the Goverzment 
in attaupts to corroct Specific probleois In the agricultural ,sector.
Tariff barriers have been created ogainst nxoat ccapetition;,subsidies
have boen granted in many instances; prices have been sat by .the 

Govjrni~ent at the farm level, the wholesale level and the retaillevrel;
4, 	 a~ocinI favoro stci an free imort priveges, excrs~y 1wv cost 

c2!edit, exports aubsidies,3 monoipolies,. etc. , have boon provided to 
SOc Ie TMe Government has also entered diretly Into thekcgps. 
r~rltia of agdculturml camnKdities tbrough Government-m),edo
Governmeta-controlled factories processing or marketing ariQ,ua3 
Products. The net result of these actions over the yaws has bo 
the Growth of a caq)lcx inefficient system which does not, contribuito 
to increased production or aqports0 T12e producer,'s confidence in the 
GVrMCi~t has declined; his investment in the aigricultara3. sector has
bou reduced; ond the1 Government's capability to respond effectively
to the ProbloM3 ai'fectina the rural sector I=s also been reduced. 

In recent years, partially as a result of WB AID bcts, the GOU has 
undotciWe several roforus Gnized at stlmulatii fl agricultural sector 

EffOrtis we wndara to implement a 1wr that will replace eqport taxes 
on =oat and ttool vit a land twc based on land producivi...
tAGriolltural credit policies haebeen smwaiprvdaud the =Omt 
of rural credits have been increased primarily as a result of th, AID
Fertilizer and Ap'S~culturag Sector Loans. Me pbyeical feelIIties 
of both the public and private sectors as theyr relt to ]rcutnel
produiction. and mrakting, have been improved, altouxj mch r66ano to
be done. In soina arean tehncal capability I=s boon ic~raod minlyv 
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'through. bil 

-hyCno't-obem 

On f thAnmajor obatamp1 to S'wt inta h.Moability for m .: 

ofG plite atterik tbrou~hout CtheVsetM 	 is
iGvrm~ 	 wi1th the Wmlnst," of Agricultuire having 11.&tlVOice inI PColicy

~;fj dte otin a wih ittle .coordina'tion betwem the different organizations
_'_ 	 wepiab~t' I 

the Jealousy with which the different aienoies and or&aiiatioos gar~d
thee responsibilitiea . it is Virttual3, IzMOSSible for the amiistry of 
Agiculture'or, an~y otfier single IMxaof tt G1v to achievea any

Meiig,~coordinated change in Policy Vithout going at, leat t h
Coucilof instes lve 0 A picture of this Scattertion can be seen 

fron the ronoudng list Of inlxotant Itms affectiing agricuture and the 

involved' Deaueo tWis tteitionf -	 n beaseo 

oraizationn reaponsible 	for these items, 

1) Export Taxes 	 Set by a Cacuittae .A~iroval by
representing the Council of 
W..nIter of FUnace, IUvne =Unsters0,
GtockE a Ap.Victiture and 
Industry ond Ccmmerce0 

Sbniie~2) xpot Estoblinhed jointly by APprove by 

3) impo~rt quotas 

~) L~prtTaxs 

Ministers of Finance and Council of 
Induatry and Comwo Ministers, 

)eTMUs made to the Central Bank which submits 
't' the Minitry of Industry end conerce which 
has authority to readjust the wmounts 

Minstry of 1inance0 

.5) Local prices on ngriu_ CQIpng (Comilsi'i de
 
coultUrl products at the Productavide4,

wholesale and rstail !Preclos a Tligregs), 

.~


lovela,,
 
bt:C0IM' coniss of-C2 roeaetativeB Of XwiV1tG Sektor unions 

2 rcpmeentatives of priv&Lte busiress owners 
5 representatives of thoe Excutive poww,. 

6o Fos and charpes connected with importation orexportation et by
a number of diffrent ministries, t.~hyoare, 
these, SUCh as uP to IG1 al obagosthe 12,0% consular foi 03% eotc of% 
average aduana fee, etco'q are significant9o e c on ..T PotQlrs '. % 

atheInotatOn f 8P1&TO parts for agiutm-Ml mhinery is, 1598% of 
UMLASSn 

-~ ~1'.4 J 

b.,A' 
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ill rv4h - fi 

7) a Pr 30prtian of he Rstblm:M i~bO he1ina 

The ming onlest a andiulu'Aiatwe a' fteGvnmn 
ChredithSthey PItdiy bItnpxovdnsoiaacotobn The'os 

orita P sounotrand : RuhL Cw Wk4it the DRhpof t
 
E~WA~liopreidaopri h rdtaalbet htua
 

B.eInsiuiosddooho pr.e13ee laIcluavcton 
hejhisr o fl Lind oo nda$8 Agricltur in h ebaw (in U.Gvertdon,

daiy~n~3,Gf ~1trrA mespinrybpltyfor poi~zlxy) Dozens o t
 
zrpeoltl sector..,,m f~iiartmet of
Dep,~c othakGof.the
 

ScPUbme Provdes a~e
cn~the io ofythe~±o o~thvalal tgopctiualsect)IorTatioa Mep~iitiso the onisettionof 1Wmgh7W
providting3 theaniicg atur3the Oale e o arcltrltchiin 

Miite doIu~ie the ta 

eoloivx=int do aj gentid 


throg Fatd despitean hwy eVeeinr 
the opeltres 13cor liteiculturl vocathenal
 

deJTez~nv ai f drul polic ctialy frnologaa oe
Mi=7. try

Gdevel ,nmo caat leco vbmt of whichosalty ofbthGemnt 
atntd pre rentnt quiv hmuatlofflcts the tealohiSejal atus.it
 
cm aftteo th r Conislo the Ma
9bat Ilt1ry ofevt3 A-roes.ri

and iornItona over a poio for ter ineoetto of xoasetio 
afieh hsng thee itralicwt rtoisac 5t"la Do 

Njeomt fteAricultumlhcorSear heslittlvehepfrom" theh~ete 

deteoiain fr s mal~ produtconand
critial Impotn o~, the 
deo11Suvmwtct of t eoils tbialepbt LTh of ~&wthe Minsitryo
 
asfroiaan Iu tat tii raity/A ctact,~ ntraina G~e
 
a r oer:tna of= Qhptdr o yam, arce dormm aor secios
 
tchal ane triedsigniitante if lthae tc provie "Alberto suchw 

anJ~ Survey Setionl of noils atmentm~o toet3the aicutwalc 
seotom a lam Sae Uavete by/Ite fac t1,pheMnty oftbaEz li -q~d
1t ud-1 e ibr ueonsibitieorinbantdeArmto ahe aurm 

Cth.,Deprtntso ofh of Agvicltur 'ant2.eed1nitrhe !'fvnst wic 

L1I~ASBFZE V %-- w 
L,--

ef-t000polmo, ­~i~i~ UPtt rt 4 

Wbowfino a a--Yte by t- -ry'' fac thtta- coo' 

with budge dibwrom aubrt,,hstn oMk 

http:A-roes.ri
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iihi the U sii M'epr~rMsof the 

an te . We~i' . pmJ~ 4 is a~ta&ff 0=06 ohe
 
i~nistar,, bave and line 1 in 08abS3t~aM 

anM 
over a oucof,
 

mOm&1wa nw, 

cow~~etentm in1 lt theIM 
oti~2±e inlau4Iiatzy has a broad r; Tilitq for i=ake&S1ng id4 in' 

and ishoi iVOIO~ li tinq of elt21 omdtstbo4mvl* r 
its SqPj1yr Sna 1.arbatfr Divuiaio) L3h~ametchiclleeli
 
the arma of 1vestock pzoduct1oni in mwnidno.b]V bi&her thwa 'thatinii,
 

mrp podiwtlon and -In zmrieting. !L bciwve, sidaificait,ne" are eane 

Saps In tbis technical cbIionmUmh cZ1d bet 9riuM Tith training
 
and teibrdwl QOeitnGO i~ n Crop Pro 5.ion the teabnri1COCatne
 

groanayavailale "U biOPOM7UUA.Inco eac
 
there is too zmah epoaon basic reswcti and too little oM vaiety
 
trials an, otif adaptive reareho , wfation gained fron research
 
is not being diasedmnteil to the as~w could be.
WWOlU 40 it 

Additlxaa tec nma and trAing wzintance is noaed In awmoal of
 

sthe dslin that aeffan pilMaP~utmtMe 

801.1 fmr*4.ltyP anizu4 and plantb patholoapy post =otrol and espeiily
 
1rranaan wid mazrketingo
 

T11 MbiIviltrat1on ofr OM~Iculturo projects ay1 prc~am by the HinistrY 
of Ap'iltuwO and by Imst of the otbar agemos WiAi orgZV izatio
 
aOW=e0ld with Ogrlcultwe iosl ale nd wmst'Qful The 4afofticiamY of the
 
Imiiory of Agritue, tar inatanep ban led to tbo eIOftm of
 
homra comXissions03 or CcIittoBB to execute W0iCritY VrOprgm Out~ido
 
the raorkof tboreWgi=GV=gt h mestbdofopAt lng
 
outoldo t1-4 rul~w vment wwu hatddtohqPtl
 
direction of tbe 09ricltural ~VpW' with eoch chanGe In Wxzster
 
(on the avwor one mrch nine raftsa dazdlM the last 3 Yrea=) Sine.
 
tbe"inommrzd~tister uswlUy GiVe little swort to the ImadonB
 
mianter' t pioriWty proJootao A~ain, this has COnrX1tbut to the 

<
coaifuaion or tte producer and has been detrimesntal. to the overall 

G4riultural ef'fort.,
 

of. the (aovr tz md coordinution betioem the doparbi*mta within the
 
Miniatxy ofr AgIculture has, been prwO±O13 rMoI.wObant fe' tePust
 
bhrea yes,, prmmruy this is due to the: fact that In the fafs Of
 

maffiit fun& hav niot beowaulalurugAy's eO%=iic prolen 

.ss, 
'A 
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- f agj ZfbriftSt k c~i 

,~~'~ ts Und the abmcaglkt1tuml1 of fi-ede ctetition amor 
aaric12ltum zii'pue&hste ri' (Uisbortions, ~t '> Af
that Wre 001ag~jY UM 21t01itepe-i o1 

on the 'Ogr±olux-m13setor haVe Umcrease over the years. andl an tho
 
cost Ofagricuturll inputo baa pSam betGoveruzant ha* enponded­
to prioduter's arsoiwes bxy edtshlaiu susdes 1op]

-Oceaine tarIff bamimr, or Inermoing interma priams C=rcr3, 
au eonner. prosus have been an1±edq the Gammmet hga responded
with m~bsidtoo to the pl-ke of mt, broa Me not resultand UMiJ ~ 
ok nlU, of those'Goverimt zmand manipulations, srietdI
 
the~Bituatlon At thQ Preent tizm is, that except for wiat bread,
 
rLUIl: and pmtapo vine, the prices of agrlcultuml profntat to the
 

e-0w1mrin Tkugr aWO highez' per edible powd thAn for the &WMe
 
Prodmret in the U0,S* L117M at these priocs, however,, foar aWe not
 
of neeoded 1nJxts and Otabeinefe~ f inLZjCUtna operataons
 
tIa havna not been ccrreated ovcr the yams, In short, for the last
 
lllthiry Or forty Ywrm, UrUCLWV has tried to solve its agicultural 

*Probleao tWWot4i a 13eriOS of tariffa, price swpportnsbsde, t. 
4 ~~Instead of im rAttinm or foreino its c A2 .tr pr , dcers to bec . 

=ee efftoient. 

It Vould be distrous to the agricultural sector at the Present tim4 
t ilwidiate3lY fme the pricing mocbanisM and permtt =nlimited comptition' 1 

frm Imorl". to0 rfzm all cubsidies, etc. TOrie chorxps wil av to b 
WOdO On thC step-by'step basin wtxle ailtancouay1 "Catching IVit(

teobicoIkow-hom:, apita investment in the)0gricltural agator, 

The tax ntructure on agricultUre has GrOsn Piae by Piece as prcim
LAwe arlsen or n oortmnties for irteaged rsveiuw have VDpMW04

The ~ l1* vW7tomcplma and this OG 1zt siceasd by fe.0 
Cb1t1OO V5ci chargec . etc., that an. not C=onsidc Wythe t=s offift 
to bo texas0 ZMka Of the more #Viorbant taxes. .afgocting GgriCUlture and1' 
ag'ima3ture utyped$izicntiv6 tthsoivca.Of the Variou 

deveoantbaec~veaec Iteue 1eztaker tbe't=atasa to iuqtov -

http:tthsoivca.Of
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"Utl 'dU 

.port htk! oIub ,scto.,m infvbs eo!rb.Stura pto to~'t 

aimcutmol sector tax bizrd'i s cm be sePD ±l thie tabl beldv: 

Tatma Groeu Dxwc~i~ 
Pzcdust~ 34I3,ooo 4.9337 14.1 

Ag~mtre407 2,t476 29.7 

TLvvQto&C oator (319530) (10,793) (34.2) 

fl2-g1~ut~o30102 35,0611. 

Coiwe: o J),iento, 1kional do Thtldadea Amwa#Pein~bt~ 
sdwre el Sector A(rqpemxwiSo:s~andR Staff eatimtws 

Agricutura pzrodwiezo In Uruvauy have bow referre to as"no-iqp~ 
£Doms% Thin bao beeni duo to the uzifavarable oost-.e relationelSp 
for' ugicUtmaw~l commodities and iqpts. Ap'±oultura. prodoetSon Ocota 
bavo boon extrewmoy bliji and zIn moa cec , -ro bmi~wtb 

-­

asffli ntlr high toW ma6 h ra a e ' tm:twr h 
ind of ftumdMi. z'oqi.1mg tho lowt amount of capitalimt tir ovitIL. 

1iuvwoOm1 The general e'' aituationj,,itha a '2 lifiablon rste 
and a relativol lov savis rate, ha I rested"altmative ,OPPCVW i- ee 

IoeI.''-%0 ­for SnVestMentb capitea at SntMoet'rateq fa I Lb 
rMtun obainable in aa±cult=w. As prvv1&w3.y zwit! ov this ha 
resulted Sn*a gaaaroal doe italiuztion of1 the agrivltura .s.@tor4c,1 



V 7p 

>~~vb~ ~cias~il o tV I 140 t~Wof this' ti
 
bth aofthe' l iid bz&t*, os
Pbsuapoltuzol iii 

bbtO h -dtt th ~ eote nc ora Vrg l86iutV bigpoie
by t~iGBwk Ot Fz± u ituoP rOt agacltuvaL creit~~fpo~td o 

u r the cw, ilable o~ueinymr,1 ad betn wr,mmlyjp edirit ava a 

1nndeqmito OViM for, the Ztosomit Cyatem of Agrmtur and it in wiU 
)momz that om Uiculthue doelopul crodit noi~dW Jz=oaao 

T116b16i IiG 0 hitbliGAtad tho xo obstwcles to the acjdculturo
sector' Growth, '4io Us essential. to the A33) stratoa~ in MWW The 
obujtns are: the l.ack of a Govornmt-wida planning and amous 
pwooeoa Undmo Mtiio policy decisions on aector prIoes, tuw, cbajp,czmbid1es, crodSit wmlo!0A4.ty, ond izqoi+ta we mbo the spltering6 of 
oaxtwitY fOr agriculture soctoric7 t 'the DM)i the M4njgt3oU e
OT AC710ulture, the Idniftry of DIbwtry and Coere t9UJ2iftx7 Of
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