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administration as well as the efficiency of state enter-
Prises and services. The second is the adoption of a coherent
set of economic policies and programs to reduce inflation and
expand production, principally for export, thereby expanding
the country's capacity to service the import demand and the
external debt. The third is to significantly improve the
management, program coordination and analytical capabilities
of key GOU developmental agencies.

2. Project Purpose

The project purpose is to increase producton and
productivity of farm units throush the expantion of research
and related technical assistance. Specific project targpets
are: (a) to develop improved asricultural rescarch with
emphasis on developrent of new prodietian SYSTQMS CCOnOn Teally
attractive in Ururuav and effcetivelv Introducced in commeresa
agriculturce: (b) to train key Ministry emplovecs Iin rodern
rescarch rmethods and who understand their furnction in increasing
agricultural outiputs. To achicve these objectives, ATDH wil)
provide technical acssistance, training and minor cornodity
support valued at slightly over ¢ 1,0 nillicn over ihe newst
two ycaras,

3. Proposed AT loan for Arricultural Veccarch/Technical

Asoictance

—— e e ———

e ————— e — e s T e ¢ —————— e+ -

The GOU throush the Ministry of Arriculture and
Fisheries has requested an AID developrrent loan to continue
and expand on a national scale the activitics new included
in this grant project, This activity i6 desirned to Fring
research recults, technical assictance and oiher supporting
services to farmers,

An TPR has been vrepared, and 30 this activity is
authorized, the project should te cperational v late 1975,
This would permit a short overlap with the asricultural
developient activities outlined in this PYOP revision and permit
an orderly transfer from grant to loan financing.

Uruguay has no cxtension service in the traditional
U.S. sense. Present extension activity is associated with
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4, The Economic Setting for AID Assistance in Agriculture

Uruguay's economic performance over the past two decades
has been among the poorest of any country in the free vorld not
afflicted by war or natural disaster, It has been characterized
variously by stagnation of production, chronic high levels of
inflation, recurring fiscal and balance of payments deficits,
high unemployment, declining real income, a deteriorating
physical infrastructure and continuing emigration.

The basic causes are not an inadequate resource base,
adverse climate or geography or population pressures. Rather
they stem from a long history of inappropriate cconomic
policies which have led to serious structural distortions
in the cconomy.

A serious imbalance exiats between a large urban
sector (80% of the population) which is heavily dependent
on the small agricultural sector (15%) which contributes
85% of Uruguay's export carninps and pavs for poet inpoerts,
The resulting balance of bavrents constraint on imborts has
been the principal factor in Iimiting prowth, Particularly
in the industrial scctor,

To support the consurption and social welfare
aspirations of the urhan secior, the arricultural sceotor
has been subjectod to tas, pricing and exchanpe rate policies
designed to produce larye dncore trensfops Lo the urban cector.
The result has teen to dlsincentivice arricul tubmal Tnvent
inhibit the introductson of new technolory and to ctarnate
production., Likcwice, a4 highle rotectod o urlan Industea)
sector, pearad to Suppivoa srall doverd e Aot 500N

' ]
exhausted 1ts growth Pocsabalitien and starnaticn setl i

in that sector as woll., 7o mitigate the reoultant coonety e
Squeeze, past Lruruavan government s bave southit 1o control
EVery cconomic varia>le in oieht.fe 43 erplover of oot
resort, the governmroent ey gtee a laryce, contly burnaueracy
desipned to allocate cearens resources and ronitor private
economic decision-raling.

L

GOU Econciic Policies

After a political restructuring took place in 1973,
the Bordaberry Adnministration turncd its prioritv attention
to a fundamental development-reform offort, T+t approved a
National Development Plan (1473-77) and at the San Mifucl
and Nirvana meetings (September - October 1972), translatad



the broad goals of the Plan into policy guidelines for action,
Essentially, these guidelines call for (1) a gradual reduction
of State  intervention in the economy to allow productive
patterns to be determined by market forces; (2) reijuvenation

of the agricultural sector through a variety of incentives
including remunerative prices and gradual substitution of

land productivity taxes for export taxes: (3) a realistic
exchange rate; (4) elimination of iImpediments to export and

(5) restructuring of production along the lines of international
comparative advantage,

The GOU's efforts to implement the development reform
were dealt a series of external blows during 1974 due to
the sharp increasecs in 01l and other impert prices together
with the restrictions on beef imports into the Furopean Cerinon
Market. The results have worsened Urusuav!s 1970 cconomie
prospects with an estimated balance of payments deficit of
over $ 120.0 million, a fisca) defici< apbroaching 299 of the
expenditures and an inflation rate between 75 and 845, FPaced
with these bleak brocbeets, there appears to le no alternative
to a diversificd production and export develorment atyatigy
if the countrv is to move out of stagnation, reduce inflaticnary
pressures, and attain a nore managceable balance of pavmenta
position,

Despite the externallv-caused setbacks to 1. rConenv
in 1974, the 60U has nrade steady Profress 1n Ipdlenentine
1ts National Peveloprent Plan according to the San Mifued
and Nirvana olicy surdelines, There heo been a Fradual
movement away from statist intervention In the econory toward
a free market oricntation, Thero has been rood Profyeca In
liberalization of Price controls and oo ratienal criteria
arc being applied in considering price inereases, Industria:
promotion and foreien inveotnent Taws have Yeen put into effocet,
A civil service rafeys jn bedng carried out, A perceptilile
improvement has cope about 1n the operations and financial
management ol severgl state enterprices (airlines., porte | nostal
and rail systems), Export procoedures have been simplified and
some import taxes peduced., several Jeow-yield, high-cost taves
have been reduced or ¢liminated while the value-added tax has
becn substantially *ncreanced,

The most dramatice chanpes have recently taken place
in the countrv's financial svatem, During Septenmber 1974 the
financial forecign exchange nmarket was liberalized, the financial



rate now being determined by supply and demand. (The
commercial peso rate applying to trade is still overvalued),
In addition, free convertibility of the peso into hard
currencies is now permitted, for the first time since the
early 1950s, Positive interest rates now apply on commercial
loans and substantially increased effective rates on sight
and time deposits have been authorized. The GOU has also
taken a number of steps to stimulate a funetioning capital
market, including authorizing private firms to issue rec-
adjustable obligations for trading on the stock market, and
issuance of dollar Treasury Bonds with fluctuating interest
rates.

In respect to the agricultural sector, positive
measurcs have becen taken over the pact year which have benefitted
the producers. Tavorable price policies, which correccted previous
distortions, have spurrcd production throupghout the scctor. Mon-
traditional exports, mostly arricultural products, have so far
risen by 60% ovey 1973, Support pricrs for wheat, supar and
sunflover 0il have heen raisced to levels desiyned to eliminate
deficits, Maxinumn capacity for bLeefl exports in 1974 3s
estimated to be around 160,000 tons as compared with around
120,000 tons in 1973 (actual heef exports in 1973 were 68,000
tons and are cstimated at 106,000 tons in 1974). The export
taxes on wool have been virtually climinated and thosce on
beef substantially reduced.

The resultant revenue lose is being compensated for
by Important increases in the land productivity tax (IMPROME)
whose collecticns have risen from 6,2 billion pesos in 1972
to #1.3 billion pesos in 1970, "he effect of shifting the
major tax burden to land and awayv from other production factors
(inputs) should snerve to stimulate agriculiural investiment and
production.

The Outleook

There have been more constructive cconomic policy
reforms undertalen so far in 1974 than in any vear in the past
decadce. But much remaing to be done, A stabilizaticn policy
must be formulated, the fiscal situation brought under control,
social security reform cnacted. and a liberalization of the
commeraial exclionge rate and the import refime must be brought
about if exporis are to cxirand. There are hopeful sipgns that
these necessary nmeasures will soon be undertaken and that the
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GOU will receive important new assistance from the international
agencies and Argentina and Brazil, and commercial loans, in
coping with the severe economic Sstrains expected over the next
few years,

The economic reforms already undertaken, however,
significantly brighten the prospects for increased agricultural
investments and production. For the first time in years, a
basic economic policy framework now exists which makes it
attractive for the farmer to invest, apply new technology and
expand his production. The problem is that traditional exports
of meat, wool and hides are in the hands of medium and large
Producers. The non-traditional exports, (which hold the
greatest promise of improving foreign exchange carnings) -
including fruit and vegetables - lend themselves more to
production by smaller Ffarmers who have heretofore lacked the
technology, marketing and financial resources to respond to
this opportunity. It is here that assistance from an agency
such as AID can play a key role in stimulating production.

The World Bank's September 1974 economic memorandum on
Uruguay states that, with orientation on non-traditional
exports, the GDP could be raised to a 3.5% per annum rate
by 1979, compared with a -1.3% in 1972 and 0,3% in 1973,
(See Annex A),

5. Project Description

We plan to continue to concentrate our resources in the
agricultural sector primarily in the production/marketing
process, with particular emphasis on research and its associated
delivery systems. AID short and long term contract advisory
services and mid-career professional training will continuec
through FY 1976, ‘

This project is compatible with the desired style of
U. S. activities in Uruguay and will be aimed primarily at
filling needs in key development arecas and carrying out
activities in which the GOU is particularly interested in
working with AID given our special experience or institutional
capabilities,

(a) Direct Hire Technical Assistance ,

A direct hire 'staff consisting of a Rural Development
Officer, two Uruguayan professionals and one secretary will
continue to be responsible foy the overall management of the
technical assistance made available by this project, including



the guidance necessary for the establishment of goals,
the designation of Priorities, and the Planning and
coordination necessary to carry out the project,

(b) Contract Technical Assistance

The AID contract with the University Consortium
consisting of the Bgzl.aayl_yg.nia...,State.,‘Un_,iy.e_z:s*.i,.ty,i’igai.g.an
State University and Texas AEM University, to provide
technical advisory services and some commodities, will
continue, This agricultural research assistance 1is designed
to improve production/marketing techniques for non-traditional
agricultural commodities with favorable export potential,
Frimarily fruits and vegetables, This activity is being
carried out in threec annual phases, and is now in the second
Phase. It is scheduled to terminate March 31, 1976,

Advisory services totaling 72 man/months in Fv 1275
and 60 man/months in FY 197¢ are being provided in deciduous
fruit production, vegetable production, pomology, citrus
production, plant pathology, entomology, and agricultural
information, Short term technical advisors will assist with
special problems such as weed control, irrigation and

drainage, and farm machinery,

Additionally, we propose to continue short term
technical advisory services (outside the University Consortium
Contract mentioned above through other existing contracts,
regional bPrograms, PASA, ete.) to respond to GOU requests
for assistance in specific problems arcas through the end
of the project in FY 1876, These short term assistance
requirements have tentatively been identified i the following
areas: soybean production (2 man/months): cercal and 0il crop
production (2 man/months) . marketing of agricultural products
(3 man/months): so0il fertility (9 man/months): noxious birds
control (2 man/months); and grain storage (2 man/months),

(c) Participant Training

A total of 165 man/months of short and long-term
participant training will be provided in these arcas: citrus,
vegetables, fruits, cereal grains, oil crops, plant pathology
entomology, animal husbandry, animal nutrition, agricultural
Planning, agricultural economics, pasture management, agri-
cultural statistics, credit, soils, certified sceds, veterinary
medicine, weed control, agricultural information, agricultural
marketing, and agricultural extension,

]
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It should be pointed out that the Participant training
component of the project is based upon the training needs of
the MAP as identified through annual assessments of requirements,
The proposed training covers the Priority areas jointly agreed
to by the MAP and USAID and takes into consideration technical
inputs of other donors, Consequently some training may be
provided that will support both technical and capita) assistance
being provided by other assistance agencies.

Recommendations for training are expected from the
University Consortium Providing the technical assistance,
but the training component of this pProject will not be limited
to these recommendations nor will these Universities be expected
to provide all training required by the project. Participant
training will continue through the 0ffice of International
Training in AID/W. Ve propose to extend short-term training
through FY 1976, but no long-term training will be initiatecd
after FY 1975,

(d) Commoditics

A small amount of commodity support is included to ascist
in providing field and laboratory equipment for applied agyi.-
cultural research, technical pPublications for research and
extension libraries, training material for agricultural
information services, and some agricultural materials for
rescarch activities,

7. Related USAID Activities

Other USAID supported activities, though not a formal
part of this project, are directly related to it and provide
assistance in the accomplishment of project goals,

The Development Planning and Administration Project
has underway basic cconomic studics of the Uruguavan agri-
cultural scctor in conjunction with GOU planning bodies, to
design economic models for the development of this scctor and
to train Uruguayan counterparts in agricultural economics
teclniques.These techniques should provide the base for
collection and analysis of agricultural production and
marketing information and permit the use of this information
in the development of agricultural policics, plans and programs
to promote su tained prowth,
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The economic poliecy studies being undertaken through
the Development Studies Program will provide a basis for
improved policy decisions affecting the agricultural sector,
while the training provided through the Economics and
Management Training Program will improve the capacity of
GOU officials to plan and implement development policies and
programs, '

The U, S. supported Binatipnal Centep in Montevideo
Provides English language training for participants scheduled
to study in the U. S,

Local currency generated through development loan
activities and PL 480 Commodity sales is playing a kev role
in supporting agricultural development activities., These
funds have made possible initiation and continuation of GOU
development activities which would have been curtailed or
dropped, and are financing many capital improvements such
as the national silo plan.

The AID projected inputs by year are

FY 1975 FY 1976
Technical Asistance
Contract 357,000 266,000
Other 113,000 37,000
Training 30,000 123,000
Commodities 15,000 -
Other Costs - 1,000
$581,000 $ 427,000

S e e e e E e v o ve e B e e om e = e e e e

8. Other Donors

(a) The OAS, through its Interamerican Institute of
Agricultural Scicnces, (IICA), maintains a regional office in
Montevideo. IT8 ve ln1ive Ty mode st annual budget is being used
mostly for agricultural education activities, services and
some technical assistance and a fruits and vegetables marketing
project, which directly complementis this project.
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(b) The UNDP, through FAO, has had a long experience
in Uruguay with grant assistance. Since 1950 FAO has completed
12 projects involving 190 man years of advisory services,

69 scholarships and a number of grants for equipment at a
total cost of close to § 5.0 million. The current annual UNDP
budget for Uruguay is about US$ 2,8 million, of which a third
is being used to support FAO projects.

(c) The IDB is quite heavily involved in Uruguay's
agricultural development. Of special interest for this project
is the active IDB loan for citrus production (Plan Citricola)
and the proposed loans relating to production of fruits and
vegetables (Plan Granjero) and forest production (Plan Forestal),
Thus, the IDB helps to provide an important element of super-
vised credit to complement this pProjecct,

(d) The World Bank is of major importance in helping to
provide the necessary supervised credit backstopping., The Bank
has helped finance the MAP - Plan Agropecuario (Livestock
Department) since 1962, with a serics of four loans totalling
US$ 64,7 million. A fifth loan under revicw proposcs to broaden
the scope of Plan Agropecuario by assistance for crop development
when associated with livestock production.

Coordination

USAID coordination with the World Bank, IDB and OAS
representatives has traditionally been closc and effective
and takes the form of frequent contacts and joint program
reviews. IDB field implementation of approved loans appears
to be improving.

9., GOU Contribution

The MAP allocates about $ 2,0 million annually to
support agricultural research. Additionally, the GOU has made
good use of local currency generated by PL 480 Title I sales
agreements in the construction of grain storage facilities,
cold storage plants for fruits and vegetables and agricultural
rescarch facilities. The GOU through the MAP will provide in
support of this project:

(a) The counterpart and administrative support
necessary for the utilization of technical advisory services,
including vehicles for transportation, laboratory and field
research facilities, and suitable office space.



(b) The financial resources necessary to staff,
equip, and maintain a dynamic agricultural research program
for both on-going and new activitieg, outlined in this PROP.

(c) The documentation, coordination and interministerial
agreements necessary to permit the effective utilization of all
USAID inputs.

(d) Adequate financial resources on a timely basis
to operate, maintain, repair and utilize research and
extension equipment,

(e) The salaries of Uruguayan technicians while on
participant training assignments.,

(f) ALl intérnational travel costs connected with
participant training,

(g) All in-country support for short-term technical
advisors in specific problem areas. This includes counterpasts,
in-country transportation, office Space, secrectarial services,
ete, ‘

The GOU inputs directly related to the project
activities are:

FY 1974 FY 1975
$ 600,000 $ 600,000

GOU inputs to this project have totaled $ 600,000 in cach

of the past two yecars. Official assurances have been received
from the MAP that its contribution to the pProject will equal

or exceed this level during the period of active AID dnvolvement,
Considering our past experience, the Mission finds the CoU
assurances satisfactory,

10. Implementation Plan

FY 1975

(a) Continue to provide technical assistance through
the contractual arrangement with Penn State University, 1Yy
1975 will cover the second phase of this activity, planncd
for three phases. This activity will provide 772 man/months
of contractual advisory services,
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ANNEX A

Fruits and Vegetables with Best Prospects for Export

Crop import Country
Peaches Brazil
Apples Brazil
Pears Brazil
Onion and Brazil
Garlaic

Pulse Crops

Cauliflover

Brazil

Brazi.l

Why From Uruguay

800 miles closer to market than is
the Mendoza areca. The well-adapted
local variety, Rey del Monte, is of
export quality. Precocity permits
early financial reward from improved
cultural practices. Modern methods of
rot control permit marketing of

fresh fruit in Brazil,

1000 miles nearer Brazilian market
than is Rio Negro Valley of Argentinag
wider use of "sports" permits sale of
more attractive fresh product; im-
proved pest control, fertilization,
Pruning will lower cost of production,
making fruit more competitive. Foprm
can be improved.

Brazil is a reportedly excellent

Jnarket for all deciduous fruits,

The pears Williams (Bartlett) and
Packham's, are well adapted to Uruguay
Uruguay is 800 miles closer to Brazil
than are the Mendoza and Rio Negro
areas in Argentina, Pears, like apples
are relatively easy to transport.

High quality, well-adapted production
in Uruguay; Uruzuay production would
extend Brazilian scason.

These crops, high in content of protei:
and energy arec in great world demand
Brazil, a heavy consumer of pulse
crops, is barcly seilf sufficient;beans
are casily handled and transported.
Disease resistant lentils are being
tested in Uruguay.,

Quality of native production, and

length of harvest secason, superior to
Brazilian' production, Insect control

not a problem in Uruguay.
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ject Purnose:

ncrease the capability of
‘he MAP and other agen-
ries assisting the agricul-
ural sector so as to
ncrease production and
mprove the marketing of
tgricultural products.

pecifically provide im-
'roved azric. research
7/ith emphasis on develop-
aent of new procedures
nat are economically
tiractive and effectively
airoduced in commercial
griculture.

Conditions that will indicate
purpose has been achieved:

End of Project status:

1) Technicians trained will
occupy key positions.

2) A permanent and modern
research syctem in fruits
and vegetables production
will be operating.

3) Farmers will have adopted
new production systems
and techniques.

11) USAID Reports.
2) MAP Files.

3) Experiment Station
reports and files,

5) Surveys of research
results,

6) Special reports by
U.S. advisors.

7) Visits to farming
enterprises and

discussions with.
their owners or

managers.

4) FAO and IDB Reports.

1) Returned participants will
occupy key positions, and
sufficient incentives will
be provided .to retain
qualified technicians.

2) MAP priorities will
remain the same,

3) Coordination between all
agencies involved in
agriculture production
and marketing will
improve,
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NARRATIVE SUMMARY

[OBJECTIVELY VERIFIASLE INDICATORS]

MEANS OF VERIFICATION

4

| IMPORTANT ASSUMPTIONS

s

yre Trained Technicians,

eater GCU support of
:ion research.

meetings with

i research acti-
technical publications

sroved staffing at
+ Brujas.

Magnitude of Qutputs: i
Prior Y FY FY
Years 74 79 76
Participant
trained: 8¢ 25 29 20
Total: 163 participants,
No. of CY CY CY CY
research 70 74 75 76
orojects,
Total: 30 78 91 102
ruits 24 26 27
Veget, 186 20 23
Plant
protect. 30 35 39
Potatoes 8 10 13
Publications and Reports:
1) Printed or in process 6
r'2) Proposed 31
P) Special Reports 7
No. of personnel CY CY CY
Las Brujas 73 75 77
Technicians 15 21 29
Assist. Tech. 3 11 13
Operation Serv, 12 16 16
Administrative 4 6 8
[ield Personnel 15 16 20
Total: oS4 70 65
Other indices: No. of grower
mectings in which L. B. person-
nel narticipate;change in No, of
Station visitors;ch:nges in No.of]
frarieties tosted and reconwmcn’;
jedisurvey of ‘o of production !
‘p:'.}‘cimr\‘s gj)ou mq ow»h n.‘mn of

USAID Files.
Las Brujas Files.

Technicians Reports.

Participant Trainees Log.

Surveys.

1) Qualified participants wi
be available for training
on time,

2) GOU will continue to ma
available USS 600, 000 pe
of counterpart support.

3) Technical aid will be
available and supplied. by
the Consortium, as neede







ANNEX C

C. List of U, S, Advisors Under the University Consortium Contract,

(Including past, present and proposed).

Name and/or Title Specialty Frogates_jj‘o Man/Months
A. Past - Terminated
Dr. John S, Boyle Plant Pathology | 1/15/73- 4/15/73 3
Dr. Rafael Cintron Citrus 2[1/73 - 3/30/73 2
Dr. Rafacl Cintron Citrus 11/2f/73 - 2] 2/174 3
Dr, Anthony Hatch Pomology 8/13/73-11/13/73 3
Dr, Angus J, Howitt |Entomology 10/1/73 -12/31/73 3
Dr. Wilford R, Mills ] Potato Pathology| 1/1/74 - 3/31/74 3
17
B, Prcsen'i
Dr, Willium Hooker Potato Pathology| 9/29/74-12/29/174 3
Mr, Stanley Mahaffy Information 10/4f14 - 1] 4]75 3
Dr. Oscar Taboada Information 7/12]74- 3/31/176 20%
Dr, Riclard Stuckey Plant Pathology | 8/20/73- 3/31/76 31 1/3
Dr. Ronald Morse Vegetable Spec. | 7/ 1/73- 3/31/76 33
Dr, Chester W, Hitz Pomologist,COP | 12/10/ 72~ 3/31/76 39 2/3
140%
C. Pl*oposcﬁ__l./
Mr. Art, Wells Entomology Jan, - Mar, 1975 3
- Agr.Lconomist | Mar, Apr. May, 75 3
Dr. Ruafael Cintron Citrus Jan, -Mar., 1975 3
- Veget, Spec, I'eb, - Apr, 1975 3
- Citrus Pathology - 3
- " Production - 3
Dr, Bowen Peach varieties - 3
Dr, Iowitt Entomology - g
Unspecified . 6
33
TOTAL ¢ 1904

o —

-

1/ ‘Ihe difficulty from s
Togome assipnmoents,

i{f,nin,rf the coniract between AID/W and
T orranization of citrus research af

he delay in the

Salto has postponed or delayed other

re
assignmenty,

PSU hos delayed





