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No meeting is scheduled for this proposal. However,
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PART I - SUMMARY AND RECOMMENDATIONS

A.  BORRG/ER

The Borrower will be CAIFORU, a federation of primary cooperatives
and societies for rural development,

B,  GUARANTEE

The Government of Uruguay will execute a Payment and Guaranty
Agreement,

C. AMOUNTS AND TERMS OF LOAN

The loen is not to exceed $2,000.000. Tt will be a two-step
loan. The terms to the Borrower will be 20 years with a 7-year grace
period on principal repayments. The annual interest rate will be 5% during
the grace period and thereafter. The terms to the Government of Uruguay
will be 40 years with a 10 years grace period. Interest will be at 2% during
the grace period, and 3% thereafter.

D. GOAL AND PURPOSE

The project supports Government (GOU) priority objectives to
achieve (1) sustained increases in agricultural production and exports:
(2) reduction of food imports; and (3) increased income for small end medium
farmers.

The purpose of the project is to strengthen the institutionsl
capacity of a federeted national cooperative. CAIFORU. to meet the needg
of its small end medium members who are predominantly producers of non-
traditional exports.

E. PROJECT DESCRIPTIOH

The proposed AID loan will assist in creating the besic for
self-suslained expansion of CALFORU's primary operations. (1) frim
supplies distribution. and (2) marketingm: and (3) enable the institution to
manage these expended operations efficiently and effectively.

(1) Farm Suoply Distribution: The loon will help CALFORU's

Farm Supply Distribulicn Department expand its sales from the present
yearly level of 32.000.000 to over $24 million by the end of the third
year of the vroj et (1978). These supplies. including fertilizer.
agricultural chemicals, burlap bars snd seed. will reach a totsl of 15,000
farmers by the end of the Lhird year of the project. Ioan funds will
provide $965,500 for the importation of fertilirer and $35,000 for copital
goods (fertilizer bar;zing enuipment and a fork 1ift truck). while CALFORU's
own funds and approximateiy $2.100,000 borrowed locally (of which $300.000
will be incremental L6 previous borroving levels). will purchase all other
supplies.
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(2) Marketing: The loan will help CALFORU's Marketing
Department insTall two deciduous fruit packing end accompenying cold storape
plants for peaches. pears. apples and quince. The cold storege will be used
off-season tv hold citrug (oranges. prapefruit and lemons) for export. loan
funds emounting to $831 000 will finance capital poods (cold storage chambers
and equipment fruit-packing lines end fork 1ift trucks). These new
elements and existing cold storage cepacity will provide for exports and
local sales of deciduous fruits up to $1.446.000 and exports of citrus up
to $682.000 by the end of the third year. CALFORU will elso continue to
expand its processing and marketing of honey. garlic and beans to a yearly
total of $3,119,000.

(3) Management and Administration: Successful expansion of
CALFORU activities must be supported by an improved and more sophisticated
system of manepement. Loan funds up to $100.000 will be provided for
technical assistance and treining, An additional $68.500 in loan funds will
provide for office angd accounting equipment. CALFORU will finance expanded
office space and staffing increases needed to assure a more efficient

aperation.,

F. FINANCIAL PIAN

1, Cost of Project (1976 - 1978)

a) Farm Supply Distribution $1, 300,000
Import Credit 1,265,500
Equipment - 35,000

b) Marketing $1,803, 625
Buildings 292,656
Equipment 1.510.969

c) Central Office $ 280,466
Building 70.000
Equipment 80,648
Vehicles 29.818
Technical Assistance 100. 000

Total Cost of Project $3,384.091

2. Finonced by:
AID T, A. and Capital
€l Year Fertilizer  Training Goods _
1976 $495 7000 $70.000 " $6057566 $1,169.500
1977 470.500 20000 330.000 830.500

$965,500 $100.000  $93k4.500 $2,000.000
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Counterpart
bdaciehdiall 4oL

CALFORU 390,635
Credit (local sources)

Farm Supplies £3oo, 000

Cold Storage $331,300 631, 300

UFRUCA & JUMECAL Coops
end Nationel Commission 362,656

(local construction) $1,384,591

R T S,
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e e

3. % of Finencing

—— iy ey

Counterpart LA
AID 5%
Total: 100%

G. OTHER SOURCES OF FINANCING _

The IBRD IDB and the EximBank have indicated they are not
interested in financing thig project.

H. VIIWS OF THE COUNTRY TEAM

The Country Team considers this progrsm to be a key element of
the U.S. assistance program in Uruguey and recommends its approval at the
earliest possible date.

I. STATUTORY CRITERIA
All statutory criteria have been met.
J. RECOMMENDATTONS

On the basis of the Capital Assistance Committee's conclusiong
that the project is technically, economically and financially Justified,
1t is recommended that a Joan to CALFORU not to exceed $2,000,000 be
suthorized with “he following conditions:

1. CongiEQQQ§ Precedent to Initinl Di§bursement

&, The DBorrower and the Guarantor shall provide legal signature
cerlificotions ana satisfy all other standard provisions for A.I.D. loons.

b. The Borrower shall have completed a financial eudit as of its
Tiscal year ending April 30. 1975 by a reputable auditing firm acceptable
to USAID.
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c. The Borrower shall provide a certification from the
appropriate GOU Agency that said Borrower is operating within the
requirements of Laws 10.008 (Cooperative Law) and 1%.330 of December
1974 (CALFORU system reorganization Law).

d. The Borrower shall present to the USAID a plan for., (1)
conversion of CAIFORU's membership from individuals to cooperatives and/or
local rural development societies (SFRs) by December 31, 1975 including
progress benchmarks for seme: and (2) the disposition of present paid-in
capital, and retained earnings,

e. The Borrower will present to the USAID a revised personnel
policy. that vill include among other things position titles and job
descriptions. salary levels, the use of direct hire and contract personnel,
formulas for determining commission payments and bonuses. and benchmarks
for measuring progress in carrying out loan-related personnel actions.

2, Conditions Precedent to Specific Disbursements For:

a. Fertilizer imports and related capital pgoods

Borrower will present a satisfactory plan for the bidding,
importation, bagging. distribution and use of the fertilizers.

b, Importation of Two Fruit Packing Lines and Related Capital
Equipment

Borrower will present a satisfactory time-phased plan for the
solicitation of bids. selection of supplier importation, installation end
operation of sll equipment: finsl engineering and architectural plens for
the construction of all buildings andimprovements: copies of contracts
for financing local construction and installations: copies of lepal
documents concerning ownership and/or lemses of said facilities and
operating plens for the plant.

c. Importation of Equipment for the Two Cold Storare Facilities

Borrower will present a satisfactory time-phased plan for
solicitation of bids. selection of supplier. importation., installation
and operation of all equipment: engineering and architectural plans for
the construction of all buildings and improvements, copies of contiracts
for financing local construction ond instellations, copies of lepal
documents concerning ownerghip and/or leases of said facilities and
operating plens for the.plant.

d. Technical Assistance and Training

Porrover will present a satisfactory time-phased plan identifying
specific institutiongl development problems to Le addressed: type and
probable source of technical assistance and/or training required to address



each, Prior to disbursement for specific items of technical assistance
or training, Borrower shall present satisfactory scopes of work for
consultart services or plans for training of selected CALFORU
participants, as appropriate. Proposals for technical assistance or
training related to meeting Conditions Precedent to this loan may be
submitted and approved for disbursements, prior to submission of the
complete technical assistance plan.

3. Covenants
The Borrower shall covenant:

a. To establish prices at which farm supplies are sold by
the Borrower, and amounts paid by the Borrower, to the farmer taking
into account amounts charged or paid by the competition and maintenance
of a balance between greater benefit to the farmer and CALFORy's
capitalization needs; and, to the extent that investments cannot be
carried out in accordance with the approved five-year expansion and
capital investment plan, to return to members the excess capital in the
form of reduced prices for goods and services, until such time as
Borrower is able to carry out planned investments.

b. To maintain administrative and operational expenses at
a minimum consistent with good and prudent management; and to take
advantage of means available to decrease costs of operations (e.g.
benefits allowed by the Government for agricultural and for agro-
industrial =nterprises) in order to maximize benefits to CALFORU
members in accordance with the objectives of this project.

c. To retain and capitalize all carnings either in general
reserves or as capital in an amount equal to the outstanding balance
of the A.I.D. loan.

d. To develop a five-year expansion and capital investment
Plan to be approved by A.L.D.; and to seek A.I.D. approval in writing
prior to making any major capital investment before the five-year
plan is apnroved.

¢. To identify the smaller, less advantaged of its

membears and develop operational measures to insure that its services
are channeled with some priority to this group.

K. PROJECT COMMITTEE

Rarel Development Officer: rhomas O. Stephens, USAID/Montevideo

Exceutive Assistant to ATD Representative: Juan C. Crecpi, USAID/
Montevideo

Apricultural Assistent: A. Jnime Barceld. USAID/Montevideo

Controller: Lauryn C. Drengler. USAID/Montevideo

Rursl Institution Development Advisor: Lewis Townsend. Consultant

Agricultural Economisl: Francis Kutish. U.S.D.A.



knglneer: James Coopermen AID/Washington
Engineer/Economist: Michael De Metre. AID/Washington
Procurement Specialist: John Tannhauser, AID/Washington
Agricultural Economist: James McGrann, Penn State Consortium
Cooperative Specialist: Daniel Chaij, AID/Washington

Legal Advisor: Douglas Robertson, USAID/Colombia

Loan Officer: Ann McDonald, AID/Washingion

Project Support Officer: Mary Katherine Stephens
Counterparts

CAIFORU Legal Advisor: Patricio Rodé

IPRU Liaison: Ralll Bidart

CALFORU Rural Development Manager: Clever Alba
Financial Analyst: Alberto Bensidn

CATFORU: Rafael Amabile

CALFORU: Roberto Redin
CALFORU: Winston Davies
Approved By: Leonard J., Horwitz., A.I.D. Representative



PART IT - ECONOMIC SETTING AND OUTLOOK
A. THE SETTING

Uruguay's economic performence over the past two decades has
been among the poorest of any country in the free world not afflicted
by war or natural disaster. It has been beset variously by starnation
of production. chronic high inflation recurring fiscal and balance
of payments deficits. high unemployment and underemployment., declining

real income. deteriorating physical infrastructure. institutional
paralysis and continuing emigration.

The basic causes stem from a long history of inappropriate
economic policies resulting in serious structural distortions in the
economy,

A serious imbalance exists between a large urban sector
(80% of the population) which is heavily dependent on the small agri-
cultural sector ( 17%of GDP) which contributes 85% of Uruguay's export
earnings and pays for most imports. The resulting balance of payments
constraint on imports has been the principal factor in limiting growth,
particularly in the industrial sector.

To support the consumption and social welfare aspirations
of tle urban sector. the agricultural sector has. in the past. been
subjected to tox pricing and exchange rate policies desirned to produce .
large income transfers to the urban sector. The result hes bLeen to provide
disincentiver to apricultural investment. inhibit the introduction of new
technolory and stagnate production. Likewise. a highly protected urban
industriel sector. mostly peared to supply a small domestic market. soon
exhausted its prowth possibilities and produced stagnstion in that sector
as vell. To mitigute the economic saqueere. past Urucuayan povernments
have sought to conirol every economic variable in sight, The GOU created
a8 large. costly bureaucracy designed to allocete scarce resources and
intervene in private economic decision-moking., To the extent ihe
burcaucracy be~ame dvsfunclional in carrying oult ils interventionist
role. the privete secior was adversely affected together with economic
growth,

B. Gou ECONOMIC POLICIES

After s political restructuring took place in 1973, the
Bordaterry fdministrslion beran a Tundemental development -refprm
effort. Il anvroved a Kational Development DPlan (1973-77) and at the
San Migucl nnd Nirvana meelings (August and October 1973). trenslated
the brosd roals of the Plen into specific policy and program guidelines.
Eesentislly these puidelines call for (1) & grodual reduction of sctate
intervention in the economy to allow productive patterns to be
determinced Uy market forces. (2) rejuvenation of agriculture through a

-« 1 -



variety of incentives. including higher producer prices and a gradual
substitution of land productivity taxes for export taxes, (3) realistic
exchange rates. (4) elimination of impediments to export and liberalization
of imports. and (5) restructuring of production toward an export orientation
and along the lines of international comparative advantage.

The development-reform program was deall a series of external
blows during 197k, Sharp increases in prices of 0il and other imports.
together with restrictions on beef imports into the European Common
Market, resulted in a 1974 balence of payments deficit (loss of reserves)
of about $ 79.0 million. The trade deficit was about $100.0 million but
a late year inflow of private &ng official capital (including M oil
facility assistance) reduced the payments deficit., The fiscal deficit
reached 26% of expenditures partly as a result of public sector wage
increases. lower export earnings. consumer subsidies. deficits of
state enterprises. and adjustments which reduced certain texes adversely
affecting production without offsetting revenue increases. The infletion
rate reached 107} reflecting, inter-alin. easing of some price controls,
the budget deficit. the lack of a coherent incomes policy, and some
uncontrolled Bank of the Republic credit emissions. However, with the
response to production incentives. overall GNP is cstimated to have
risen in 1974 by between 1,5% - 2.0%,.

Nevertheless, the GOU has made steady progress during 1974
in implementing the San Miguel and Nirvena policy ruidelines. There
has been a gredual movement away from statist intervention in the
economy toward a free market orientation. There has been frood propress
in selective liberalization of price controls and more rational eriteria
are beins applied in considering price increases. Industrial promotion
and foreipgn investment laws have been put into effect. A civil service
reform is being carried out. A perceptible improvement nas come about
in the operations and financial manegement of several state enterprises
(airlines ports. vostal and reil systems). Prices of roods and services
provided by state enterprises have been raised to reduce overatinge
deficits. A basic reform of the banking system is being prepared to
help develop a functioning capital market ond channel savines and private
investment intn productive developaent areas, Export procedures have been
simplified aad cavitsl roodg imports liberalized. A basie reforn of tax
policy took place in 1974 to reduce or climinnte a nunber of 1ow-yvield
nuisance taxes and increase the volue-added tax (IVA) and the land
productivity “ax (IMPROME). In line with the GOU's fiseal stratepy.
these taxes will become the GOU s principal revenue sources,

A positive factor grestly benefittine the GoU's development -
reform effort was the appointment, in July 1974, of Alejandro Verh
Villesas as Minister of Economy and Finance, Verh, an experienced and
highly regarded development planner. committed himself to vijorous
implementation of the National Development Plan and the San Miguel and



Nirvana action program. In a series of audacious measures carried out
in October 1974, he liberalized the financial exchange markct,

In addition, free convertibility of the peso into hard
currency is now legally permitted for the first time since the early
1950s. Interest rates on bank loans and deposits have been raised

inflows which helped reduce the payments deficit in 197k, In pddition.
the GOU recently presented legislation to the Council of Stste providing
for monetary correction (readjustment) of loans beyond two vears to
agricultural and industrial enterprises declared to be in the national
interest,

In respect to the agricultural crop sector. a series of
positive measures have resulted in an expansicn of production (59,
over 1973). Favorable price policies. correcting previous distortions.
have spurred agricultursl crop output. Non-traditional exporis.
primerily agricultural broducts. increased some 607 over 1973. Support
prices for wheat, Sugar and sunflower oil have been reised to levels
designed to eliminate deficits, A significent exarple of how the
Uruguaysn farmer responds to price incentives has teen demonstiraied
in the case of wheat production, Wit™ & price to ihe producer close
to the world market price. wheat production in the 1974/1975 “arvest rose
to approximately 526,000 tons, leavine about 100.080 tons availatle for
reserves and export., Thig compares to a 370.0C0 tons wheat harvest in 1977.
1974, whick fell some 20.000 tons short of requirements, Unfortiunately.
due to world market conditions. the livestoek seclor was seriously
depressed in 1974, accounting for n crowth rate of avound 175,

During 1974, export taxes oa wool Lave been virtually eliminated
and those on beef substantially reduced. While threre was zome revenue loss
in 1970 which contritmted to tae fisecal deficii. the 60U is compensating
Tor the loss bty inecreasing the land productivity oo, (IMPROLE).
Collectiors from IMPROVE have risen {rom 5.2 billion pesos in 1972 to
26.8 tillicn in 1974 7in real terms an increase of Lo5Y), thus shifting
the major tix burden ror farmcrs to land ovmership end sway from other
produetion factors {inputs), 1his stould serve as an inceniive to more
productive use of agricultursl land.
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In October 1974, Minister Vegh Villepes requested an IMF
Standby and IBRD development assistance, The IMF/IDRD apreed to bepin
negotiations on the basis of GOU agreement to prepare a comprehensive
macro-economic program eéncompassing both stabiliration and development
goals. The program was developed between December 1974 and March 1975.
and was finally accepted by the country's highest political and military
authorities. The IMF has accepted the COU economic program set forih
in a formal letter of intent recently submitted and IMF Bosrd of Director's
authorization of the Standby is scheduled for mid-May.

The new GOU stabilization-development program is designed to
reduce inflation to around 50% in 1975 (or 30% for the March-April propram
year), the fiscal deficit to 15% or expenditures in 1975, and the year's
balence of payments deficit to about $70 - 80 million.

To meet these program targets. the GOU in early April. ennounced
a comprehensive series of economic reform measures, involving a strengthened
price control system. wage restraints a phased liberalization of the import
regime, reduction of the fiscal deficit through tex hikes, improved collections,
and price increases on public sector goods and services. a carefully controlled
credit policy and a 10% devaluation of the commerecinl exchange rate,
which has sbout eliminated past over-valuations. a.d places it within 37
of the current financial rate (e.g. commerciel. rate is now 2.300 pesos/Usé
end the financial rate is 2,500 pesos/US$). Minister Vegh has the intention
to unify both rates eventually and allow the resulting equilibrium rate o
float freely in response to supply and demand.

This package is probably the most ambitious and comprehensive
series of economic reforms Uruguay has undertaken in recent years., Unlike
previous IMF Standbys which focused primarily on austeritiy meamues in
reduce inflation. the present program seeks to link austerily with & comple-
mentary development effort assisted by IFRD and private bank loans, which
will stimulete productive sectors and help maintair reasonable levels of
employment and eccnomic activity.

Most important however. it represents an effort simulinneously to
stabilize and restructure the ceoncir owsy from its pasi inwerd lookin.s
Tocus on import-substitution industrisliration towerd an export orlien‘aiion
Tor both arricultural and afri-industrial products and arricul tural
diversification through expandinz non-iradiiional exporis.

Foually sienificant to the economic policy reforms are the
institutional r-forms announced. The Pank of the Republic ‘IOR) hag
been virtunlly Stripped of its past pervasive control over foreirn
commerce and 1ts freedom to operate independently of GOU credit vrorrams.
Hercefier. the Central Pfank. now dominated Ly supporters of tinister Vech,
wlll menace Lhe import regime and contrel [OR credit emision throurh jtg
rediscount facilitiey. This latter reform was insisted on by the IMF to
ensure that the BOR would not emit credit beyond the limits or the agreed
credit program indicated in the Standby.






OutlogE

Perhaps a significent long term factor favoring Uruguay's
prospects 1s the role it can play in helping to alleviate world food
problems. For Urugusy has an extrsordinery resource base and comparative
advantages ir food production. Given the right set of internsl policies
which stimulate the producer. and with the application of appropriate
new technology. Uruguay can one day hope to become a contributor of food
exports to & hungry world. While Uruguay may never loom large in the world
food market. her expanding contributions of food supplies can be instrumental
in covering shortages in Latin America and in so doing, relieve somewhat the
burden on the U.S. of covering such shortages.
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lines and related cold storage facilities, the loan will ennble CAT.FORYJ
to offer its members a new, profitable export marketing alternative.,

AID assistonce is being directed to CALFORU as the connb=y's
only national rural cooperative organization oriented toward acsisting
the small and medium farmers.

The basic rationale of the loan therefore is o assist the insti-
tutional and financial development of a natinnal rural cooperative orzini
tion, CALFORU, in expanding its services to small and medium Tarzers who
are the primary producers of non-traditional exports and who constituic a
key production element of the GOU's basic agrienltural strategy. All of
these factors support the goals of the GOU's Agricultural Development Plan,
and coincide with AID's sectdral priorities.

The more intensive cultivation of crop land by the smaller farmers
depends in part on availability of modern technology nind credit. ATD iz
assisting in overcoming the technology constraint through the Agricnitusrnl
Reeenrch and Technical Assistance Loan (4.5 1illion Lo bo authorized in
FY1975) to assist the Ministry of Agriculture in expanding ite nutions]
network of resezrch and technical arsistance centers (UEDPz) to bekber
serve Urugreyan tarmers. CALFORU members, together with other mbhlie and
private larm se:vice organizations, will participate in +he benelits of thir
program,

The GOU strategy recognizes thit the potentinl for exvending nori-
cultural production using traditional extensive technolopy ic eXiremsly
limited. Therefere, it will recuire improved efficiency in Lhe ure of LIVe-
stock land and to release some of “he more fertile 1and now in liveshoek
for diversified crop production, particularly for non-sraditionsl oomner,

CALFORU s request for AID sesisiunce for oiile proect T bucoed
on its very limi.ed access to domestic credit sources on renconabie Lerno,
Given the abrence of a functioning capital murket in Umuginy, 34 10 nas
presently possible to oblain medium oc lones term credit Sar o ;
Jects, except through externnl Tinancing. CALFORU dnes have aeeess Lo oo
term credit from the Bank of the Republic (20%) and privote bimks e b
terms of cuch credi® has 1imited CALNORU' s financing capacity in neeting
the expunding needs of ite membership.

The loan does not directly address all of ‘he eongtiraints to in-
creased smaller famer productisn ond income in ihuguay.  Ihs purpase ic to
address the key consiraints previously deseribed: () aviilebility of farn
Inputs, and (M) provision of alternative rerieting channels., By wegictin
the institutionsl Jevelopment of CALFORY, it seceks io aelp promising coopera-
tive service organization with limited finaneial resources snd rantcement
capacities, evolve over the life of the loan into o mature and efficient
entity copable of self-Linancing its own medium and long tern growth, and
becoming over tine a significant elenent in Uruguay's rural development.
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4. Implementing Agent:

a. Historical Background

The present National

organized in 1915 to §erve local affiliated
the railway. The Commission acts as 2 trade
:small and medium farmers! interests with the
Government, and receives Very nominal budget Support from the Government
as well as other special benefits, such as
primarily through members! dues and some develop-

ment which forimed along
organization, represents

activities are rinanced
ment grants from other

donors.

CALFORU was organized in 1960
farmer nembers of tre Commission for %he purpose
of carrying out specific farm supply and marketing activitice.

service cooperative by

The Tables
between and within CALF
as operations of CALFOR

Commission for Rural Development was

Societies for Rural Develop-

tax exemptions. Commission

8§ a primary agricultural

which follow show organizational relationshins
ORU and the National Commiesion (CWI'R) as well

U's four management

departments.

Income-producing business activities are carried out by
CALFORU, while the Commission continues to concern itsel{ with the

farmers' overall welfar
with national and intex

e and to carry out ¢
national resources,

relationship, common membership and overlap
ments between the two organizations.

are contractual arrange

b. CALT'ORU' s Structure

Law 1k,%3%0
the Comnigsion, provide
this law, CALFORU is in
federated cooperative w

cultural cooneratives and Societies for Rural Development (5:mve) Taw 14,750
alco wuthorizes SFR's to operate as comm c
the (General Asserbly which

» recently enacted o
s for reorganization
the process of beco
ith a membership of

ercial enkbities, C.LFORU's ncipors 1
elects a Board of Directors.rThe Fresident of tue

pecial developmental projects
In addition to the historical
ping bonrd membership, there

t the request of CALFORU azné
o CALFORU. As a result of

min,s a secondary-level,

over 250 primary level agri-

Board of Dircctors is the Chiefl Exccutive Wno, with Board concurrence,
sclects the heads o the four operating departuents: Farm Supplies;

Distribution; Farketing

+ General Services:

and Finaneial., These lour

department heads form a minagement committoce operating by consensus.

Final decizions are the
depariments, tuo are in
Supply and hacketing -
support functions.

responsibilicy of ¢
come-producing or "p
while the others are

he President. Of the four
rofit centers" - Farm
non-income producing administrative


http:onerati.ng




CALFORU

lMoanagement Committee

(4 Department lanagers)

(%]
- o
o o
oot
U >
2
0 O
(G %]
e
5 0
d g
or{
o F
53
d 0o
g 0
o~ O
Y g
)
9]
42 o
O
O S oa
[S T O IS S
M3 KO ke
PR B I
:w. o O Dﬂ P
4
g ,
5« 1 .r —
i vy O 'm
< & [# ﬁ.: 8]
feg d42 ! “ 0
x.u Mo [ES R
IE IR G B 1 .|~
Uddait
fry $4 0
4]
4
1¢)
3
maond
e{ O O nd
3g et S
o s
RS 1o !
L 0 0o
~ 3 (0
o0 b0
P LTS B B |
[T R ¥
fyect o0t
Q>

nistration

A

Profit Center

Lo} 5]
R
[/ B
n B
g i<
[0 (]
& &
4 G+ m
(o] O«
45
12
O
(&

©w u

Qo
—..

[

v L

~~ f~~

L L

g
orf
49
o
H
)
0
Us)
0
H
fl v
'O Q
< O
Lo Y
]
S

(-) Administrative
Costs

O
ord
o>

I}

ot (L} 02
1~ [ @ UR|
O [0} [
(771 ot o3
42 (%]
4] 8] el
o MM
M 9]
) Y 5
s 5 L
£ M
G G+ O ¢y
(o] C s
43
42> 4>
(L] [ 2 I & 1
QO (e} oo ]
) | RIS I}
¥ €8 fry
¢ U g g
(IS NN 6 TN BEYY SIS
[ B R R B SN d]
e} K B v
[N e 0
LN —~
L T S B e s R

L

Lo

Q

o+

o]

0

Ol

|

FE)

%]

o

/9]

nnUu

p g

1]

L)

=

o

vl

3

13

o]

i

2 ot

(3 ¢

(9] 43

f: Q

..M [E¥

«

[ ) Lfe]

<

142 tl

0w

1 U~

N O o o

Ut 4D

(A PID A

O 0y

42 0 o

O ¢
e o

L

2]
[1}]
B
o
£
o}
"
H o
et
(O]
oo
Y
ot
~ K
H o
[V
>
[o]]
on.u_ .@~
— 0
5oy
O] ﬁ,w
e
.m G+
Yy
1
T
[
QO .
oLy
(@]
mv. RSERD]
43 U)o
3 3
[V O T
[T W
[SIR SRV
o4 Yy
o ¢
otk O
0 Q
A b8
1.|~~ W =t
”L 44 s
W. [AINT}
Ll e
053 w
o 4
o
AR RS
by 1]
" Itd
Y|
3]
(SR
—~ Q)
3ok
ot
SRR
Bt e
N oo
o+
[ Y
B 0 ud
et QO
4o
—_—r O
40w M
L Bl I
Gy g o
o] B
IRERY]
a, O
~ O 1]
OO0
0 )
WO
o .ﬁ; |
w.nnw
a oy o °
[OV
T
o
bt st S
oy
o!
ﬂ._ o
(%]
g5 0
G Lo
Q e
< : U‘
te
]
4
O

.’

~
2








http:Increw.ie

- 24 .

It is the Misstiont
loan are fully consistent wit
of Uruguay.

§ opinion that the object ives

S ol Lhe proposed
h the recommendations of the last CIAP reviow

T. Certification of the A.I.D. Representutive

The A.I.D. Representative certified on May 2, 1975, as
to the capability of CALFORU to execute the

project (PART VIT).
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Gerlic - Each farmer harvests and pgrades his produclion, It is
then delivered o a CALFORU garlic facility in Los Cerrillos for mechanical
clesning, prading and repacking in export sacks. Advances and final
payments are similar Lo that of fruit.

Honey - Presently tanks are provided directly to the producer
for filling for export. Export is arranged and hendled by CALFORU. Once
a new FAO-Tinenced honey processing and homogeneization plani is installed
(1976). the farmer will deliver his product from farm to processor tank.
CALFORU will then process and prepare the honey for export in special

export containers.

Fruit - CALFORU now carrieS on very limited marketing activities
for deciduous fruit and citrus. Farmers wishing to market fruit throush
CALFORU receive an sdvance based on estimated sale value of *“he producc.
CAIFORU provides services such as locating cold storape facilities and
buyers. The farmer receives full payment after the produce is sold.

Throush the A.I.D. loan. this department will te alle Lo expond
its currently limited operations in the exportation of rarlic. treans honcy
deciduous fruits (apples. peaches pears ouince) and eitrus (oranges
lemons. gropefruit). Loan financing will be provided for imvor*cd cepitasl
goods and relsted equipment for two fruit packing plents and

wwo cold
storage facilities.

A total of 1h deciduous fruit packing plants (10 nesr Vontevideo)
and 4 citrus packing plants (in the mein production area. Salio). nre in
operation mw., Mosl cold storare vresently svoilavnle for frait ronsisus of
older plants mersinal Lo the meat exvorting industry. Biraty woreeni of
copocily is renresenfed by two coonerative-owned plonts insinlled in 197h al
the sites where CALVORU plans to install two fruit packing planis and relnced.
additional cold storeze.

According to the fegsibility study conducted for thie provosed
pocking - cold storare facilities (Annex I). seversl facitors in ihe exiouingg
fruit market combine {o depress relurns to the foarmer:

-- Lock of rmnrkelin: scrvieces. information, and exvertice in
Ururuay which would expond farmer introduction into export
markets:

-- Inadeancte vacking and cold storece facilitics end rela
services to sbsorb "peak” production of tie various fru
wnich forces fruit onto the domestie rarvriel in oueniities
wnicit lover prices cors iderably s and denies Taruers sccess
to cxport markets wnere cnrainecs are hicher,

-- A cvsten off middlenmen (notably sell-cinloved truckers) wno
murchase fruit directly from thefarmer for cash. sormetines
as auch 65 o year in edvance of e barvest, The vrice
offered ‘he producer bty {lhe middlewan is considerably lower
than could be obtained if he participated direclly in the
economic returns of marketing his produce.

i
.
1to
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At present. it is estimated that producers are receiving no
more than 35% of the market value of their crops. due largely to the
factors described sbove., The feasibility study (Annex I) shows production
levels of the verious deciduous fruits and market demend (psrticulsrly in
the Brazilien export merket). and indicates expected demsnd for packing
and cold storage cspacity:

Summary of Feasibility Study Findings

Eighty-five percent of the area planted to deciduous fruits
(12,300 hectares) is within the project srea, peaches make up 5.580
hectares, apples 4.192, pears 1,037 hectares. plums 859 hectares and
quinces U461.

An enalysis of varieties. yields and harvest cycles has been
made. Normally, 805 of the various fruits are consumecd locelly in their
rew form. Exports vary from minimum amounts to 3% of the croms, the
remainder goes for canning, juices, and other uses.

The analysis of market demand indicates thal while non-
traditional exmorts have begun only recently and in srall enounts.
the potential is great. given the penerel auolity of the Truit. the
level of consumntion demend in Brazil end the Tect ihaet Urusv is cloner
to the irezilienimarket then the comneiine areasn in Arpentins., In ihe case
of citrus exported to Europe, demand is also orcel while exmorts Lo deie
have becn small. Uruguayan production is off-seceson in comparison to othcy
erporters to tne Buropcan market.

Ansalysis indicates two packing plants with a cavacity of 7,150
kilosrams per hour cach in capscity. located al the sites of prescnt
cooperative-owned cold storase facilities would be fessible. Additional
cold storare copocily Tor 50.000 boxes cach is slso Trasible nt cnen
pucking plant site. The packing plents will process pezches. peors.
spples. ouince and lemons. while thecold sioreare will olszo bo wuned

for tcmporory storare of lemons. prapefruii and orsnces rrowm  and
packed in Sulto but exported to Europe via Montevideo.

Under the A.I.D. loan. the new fruit merhieting operstions will
follow these processing, storape. and sales procedures:

Decidunus Fruits

Before hervest the farmer will make arrancemenis for CATRORU
to receive and process his production. Once harvested., he will deliver
the fruil to tlie plant (or CALFORU will arrance transportation on contract
with locel trucking firms to pick it up) where it is received sad sorted
and a record made of the yield of ihe various rrades, 'The Tarner will
be odvanced on amount between %55 and 70, of his crop's estirated Tinal
merkel volue., (based on domestic andexport market prices at {1ne time.
amounts of verious grades that his fruit is expected to yield, end time
required belween fruit processing. sales, and collection).






Since the citrus processing and storage period are "off : season”
in relation to deciduous fruits, the CALFORU cold storage chambers will
be available to collect and store the citrus destined for Europe until
shipping becomes avoilable. Only fruit not up to export quality will be
sold directly by the farmer in the domestic market.

Thus, CAIFORU will be able to take advantage of otherwise idle
cold storage capacity to increase its earnings: and producers will benelit
through increased access to export markets for their produce. Loan- Tinanced
technical assistance mimed at strengthening CALFORU's merketing expertise is
discussed later in this section.

c.Ceneral Services Depertment

This department provides edministrative support in the form of:
(a) Personnel Management - planning and application of personnel policies:
(b) Property Manerement - allocation of office and olher space. control
of furniture and equipment inventories. control end use of vechicles and
drivers: (c) Operotion of Warehouse - inventory control, receipt end
despatch of mercnendise: end (d) Ofher Services - contrsct manapement,

communications. miscellaneous.

d. Finenciol Department

Thig department also provides centrel administirative support in
the form of: cperation of the accounting system: buvdretines: mans -coent of
cash flow and cxiernel credits: maintenance of asccounts for farmer mcriers
and member cooperatives: and provision of cenirelived accouniing on w
contract basis.

L. Reouired Staffing Increases

Since ils founding CALFORU hes tried to stimulete its
employces throurh participation in the carnings of the operavion. ard
at the seme Lime avoid mainteining a fixed number of full-iime emplosees
at a Tixcd cost.

CAIFORU sliributes a rreal part of its preseni surccess to the
incentives of commission-based eprnines. Paployecs are cncourssed to
form groups with which CALFORU can contract to carry oul various acvivitics
for a prcdetermined percentage of operations.

33
v

ct

Initially. CAIMOKY limited personnel ond zdministrative cos
1o & moximnum of 57 of each sale price. As the volume of operations ha
inercased lie percentare has been reduced. while the number of person
employed has increased. Recently. several emplovees left outside
employnonts Lo dedicate their services full fime to CALFORU. In order
to insure that commissions do nol result in inordinately high earnings for

~
-
o
13
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[~ | Actual. I'rojccted o
B. General Secrvices 751 74 | 75 76 | 77 78 ‘9
Manacer - 1 1l 1 1l 1 1l
Warchonses - Pacling Plants| 1 1 2 2 L L L
Property - Vehicles - - 1 2 2 3 L
Administrative Personnel 1 1 2 5 7 g9 | 1l
Service Personnel 1 1 2 21 5 6 o
i Sub-Total 3 L 8 el 19f 23 {78 ]
? C. Finance Actunl Projeeted
| 5 7117619
| Manager 1 1 1 1 1 1 1
i Accountins (Technician) g 2 2 5 L L h L
' Operators 3 ' - 1 1 b b b )
' Sub-Total 5 5 8 8 4 a
D. Farm Supnlies Actual Projeetorl
' Manager 1 1 1 101 1 1
. TImports i 1 1 2 3 5 5 2
- Purchases (Local) 1 1 2 5 3 3 %
! Solesmen (Necorredores) L b 6 1010 10 10
: Sub-Total 77 11 YA
i E. larkcting Actunl Fros. ot _
|
i Manager : 1 1 1 1 1 1 1
I Exports ; 2 2 2 5.k 5 5
I sales (Local) - - 1 50 b 5 5
! Crop Technicians 2] Y 7 1115 16 N5
! sub-Ulotol 5 7 11 10 - 7o 7

Packing plant employces are not inecluded.

CATFORU will sbsorb all costs of staffins increcases oul of profits
expected to be rencrated under the A, I, D. loan.

5. Technical Assistance and Sunvort from other Projecets

ot e m w2 o —n o g = ——

The level of treinine and exmericnce of CLIFCRU's slalfl
generally is adeouate for the realiration of this project, pearticulsrly
in the Tarm suoplies distribution and relatcd administrative areas.
However. the orranization is expected to rrow rapidly as business exponds.
To assist CALYORU in this process. includine strencthening manarement control
systems to meet expanded operational needs. both short term advisors and
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training will be loan funded.

It is estimated that a combined total of $100,000 in loan
funds will be used for technical advisory services and training. This
is based on a calculation of up to 15 man/months. or US$ 75.000 required
in short-term, outside consulvancy at an average of US{ 5.000 per man/
month. Approximately US$ 25.000 would be required to cover the U.S..
Third Country, and [or local costs of training.

Tentative plans and epproximate schedules for technicel.
assistance and training are indicated in the table which follows.






APPROXIMATE TIMING
ALTZRNATIVE Last 1/2 |[FIrst 1/2 |Last 1/2 |First 1/2 | Last 1/2
CATEGORY SCURCES AMOUNT =} 31975 1976 1976 1977 1877
B. TRAILING
l.Z:gineering/
Operations
-Visit manufac~ Fruit Packing u August
turers packing Coops - CALFORU
iines /related Argentina Reps.-2
equipm.priox weeks
to development
cf specs.
-On-the-job trg.| Fruit Pckg.|4 Plant January -
for plant Plants - Foremen/ February
supervisors Argentina Mechanics
1 m.m.,
each
-Market analysis| Brazil - 2 CALFORU January /
CALFORU Reps - 2 March
agents weeks ea, ]
2.Institutional
Planning
~Cooperative Coops in 6 CALFORU August /
Development - Chile,BrazilReps - 3 December

various areas
of specializa-

ticn

Argentina,
U. S.

weeks ea.

* Technical assistance ma

n/menth figures are for non-AID personnel only.
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So, although there is some MOV risk in using
long-term dollar debt to finance CALFORU's farm supply opcration:,
there are also positive forces at work which tend to reduce thig
risk. On balance, the Project Committee feels that the cffceot
of MOV on CALFORU's overall operations is minimal cither vay
(positively or negatively) and that CALFORU is capahle of mana-
ging and kecping abreast of its finances in such & wvay that
decapitalization will be prevented.

L. Analysis of Gross Income

a. Marketing - Annex II, Exhibit D, "Marketing
Project Financial Projections" contains the detailed breakdoun
of sales, cost of sales and cach flow for cach of the projecte
to be marketed. Both the volume of sales and the selling price
of each product arec considered to be reasonably ctated in the
yearly forecasts. Sales, by product, for 1978, - a representative
year - arc as follows: (in millions of dollars)

Product Sales z__ﬁ-
Dried Beans 2.2 39
Garlic 1.0 17
Oranges 0.5 )
Pears 0.5 9
Peaches 0.4 7
Apples 0.3 6
Quince 0.3 5,3
Honvey 0.2 i
Lenons 0.2 #
Grapefruit 0.1 0.7

1
-3

1
Q
O
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An important "income" accruing to CALFORU, as a
result of their marketing operations, is the export incentive and
exchange rate differential payment from the GOU called the
Ypeintegro". The "reintegro", at this time, is 35% for fruit and
vegetables and 30% for honey. No change in these percentages is
considered likely. Under the "reintegro" system, CALFORU receives
the peso equivalent of $l.35 for each dollar's worth of fruit and
vegetables it exports. Thus, for example, "reintegro" income in
1978 based on estimated export sales of $ 3.5 million, will amount
to approximately $ 1.2 million for CALFORU.

b. Farm Supplies - Annex II, Exhibit E, "Farm
Supply Projections" contains the same projected financial data
as the Marketing Project. Pages 330 to 363 summarize the rales
and cost of sales by product for the years 1976 (Year 1) /1978
(Year 3). These sales figures, converted into dollars, (all
projections are based on the exchange rate of UP$ 1.611 = US$ 1.oo0)
strikingly show how the injection of $ 965,500 by A.I.D. and
$ 300,000 of additional lucal credit for fertilizer importe, with
an inventory turnover of three times a year, can substantially
increase the sales volume and profitability of CALFORU:

Sales (in millions of dollers)

Yecar Total Fertilizer Potatoes Pecticides Jurlap Other

1976 2.4 8.2 1.9 1.3 .5 .5
1977 16.1 10.7 2.1 2.1 6 .6
1978 2h.1 17.7 2.1 3.0 6 .7
1979 26.5 20.1 2.1 3,0 6 T

Net Profit (in thousands of dollars)

1976 496 216 120 132 15 13
1977 687 284 138 219 22 2y
1978 946 448 138 307 25 28
1979 1.009 511 138 3507 25 o8

Althourh the growth in fertilizer rcales is concldera-
ble (from § 8.2 to $ 20.1 million), CALFORU will sti1l only meet 75,
of the demand of the member cooperatives and 334 of the total country
demand for the year 1973. Current percentages are &% and 49 recpecti-
vely. For seed potatoes, CALFORU will continue to supply approximately
4o, of the country demand. The GOU's recently reiterated policy of
placing & high priority on the importation of fertilizer is adequate
assurance that CALFORU will be able to obtain the foreign exchange
necessary to carry out their farm supply import program.
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Working Capital Ratio - CALFORU, in requesting an
A.I.D. loan, presented a thrce-year investment projection (1976-1978).
Thercfore, at the end of 1978 and thereafter, the working capital
(excess of current assets over current liabilities) far exceceds
CALFORU' s normal working capital requirements and was presented by
CALFORU to show funds available for future investments. These
investments are discussed in Part IV, B.7 "Projections beyond 1978".

While it is expected that CALFORU will rapidly utilize
capital generated under:this loan to expand into new marketing enterprises,
it is conceivable that any delays in actual investments could create a
temporary surplus of capital to operating needs. If such a situation should
develop, there are fhree ‘alternative means for reducing cash on hand: (1)
accelerating repayment of the A.I.D. loan; (2) CALFORU payment of dividends
to its members; or (3) reduction of the Price to members of CALFORU's goods
and services,

The first alternative would substantially reduce the
total capital base available for expansion through new investments; thereby
defeating the developmental purposes of the loan. According to the laws
governing CALFORU's operation, a minimum of 607 of profits must be paid
out to members,if a dividend is declared. Although the second alternative
would benefit CALFORU's members, it would have the same net effect as the
first in draindng off the necessary capital for expansion. Therefore,
the third alternative will be utilized (PART I-J-3 Covenants). Price
reductions may be direct or in the form of rebates to members for goods
or services purchased.

Statement of Operations (Table 6 )

Gross Income from Operations - This section con-
sists of the consolidation of "Farm Supplies" (Annex II, Exhivit 8)
and "Morketing Operations" (Annex IT, Exhibit D). It is the Project
Committen's opinion that CALFORU's projected sales and related costs
arc rcasonably stoted and, along with the A.I.D. inputs shown in the
financial plan, are within CALFORU's physical, financial and techni-
cal capability to attain.

nalaries and Related krpenses - The increases
projected for years 1976, 1977 and 1975_feflect CALFORU' ¢ intent to
convert administrative, accounting and service employces praviously
on a commission basis to direct hire. This subject is discussed in
Part IV A. 4.




Assets:

Current Assets:
Cashb
Treasury bonds
Accounts receivable
Inventory
Total Current Assets

Fixed assects:
Less depreciation
Net fixed assets

Total assets

Liabilities
Current liabilities
Loag terw debt
A.T.D.

Other
Total long term debt

Net Worth

Total liabilities and Net Worth

TABLE 5

CALFORU
Balance Sheet
(in thousands of Pesos)

Page 51

1976 1977 1978 1979
508,249 1,731,667 1,072,676 1,427,292

- - 2,600, GO0 4,300,000
2,288,147 2,776,463 2,878,957 2,878,957
289,760 463,616 463,616 463, 616
3,086,336 4,971,746 7,015,249 9,069,865
1,502,031 3,057,717 3,057,717 3,057,717
16,487 161,516 409,421 657,326
1,485, 544 2,896, 201 2,648,296 2,400,391
4,571,700 7,867,947 9,663,545 11,470,256
933,706 1,067,434 1,201,162 1,201,162
2,115,250 3,734,843 3,734,843 3,734,843
- 600, 000 600, 000 525,000
2,115,250 4,334,843 4,334,843 4,259,843
1,522,744 2,465,670 4,127,540 6,009,251
4,571700 7,867,947 9,663, 545 11,470,256
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6. Counterpart Contribution

Local Sources of Credit

As CALFORU's initial paid-in capital and the retained
earnings from recent year's operations are limited, (equivalent to
$ 300,000 as of December 31, 1974). it has continued to secure the
maximum in credits from both public and private banks. Also, since
all banks require high level of guarantees and CALFORU's assets
are limited, some of CALFORU's leaders have chosen to pledge per-
sonal asscts as guarantees for CALFORU's debts. More recently,
arrangements have been made with several of the local cooperatives
and societies to pledge some of their assets to support CALFORU's
expansion efforts.

During 1973, CALFORU had approved lines of crecit in
the BOR for ¢ 1,008,000 and private banks for § 174,000. In 167k,
these amounts were increased to $ 1,366,000 in the BOR and $ 129,000
in private banks. It is estimated that these lines of credit will
expand to a total of over $ 2,000,000 during the next three yoars
even though nev guarantees will be secured from the local cocietics
to replace the personal guarantees presently in effect. The bvar
chart (Table 8 ) plots the estimated "draw-down" of these local
short-term credits dwring the years 1976-1G79 and grephicelly shows
the cyclical nature of CALFORU's credit necds. After 1973, with
net worth of $ 4,127,540, CALFORU will only oceasionally
require shoirt-term bank credit, unless by then it has become
involved in other invéstments or lines of services for its memberc.

Qther Counterpaxt

The two local cooperatives (UFRUCA and JUVECAL) will
finance the buildings for the packing lines aleng with access roads,
ramps and other modifications. Estimated cost is § 262,000. The
National Commission will contribute § 70,000 to office expancion.

7. Projections Beyond 1473

As stated in the Balance Sheet analysis, "woriing
Capital Ratio", no ncw investments were quentificed by CALVORY
beyond 1973. It should be noted, however, that CALTORY does have
future investments in mind.  The feasibility of a canning plent
end a potatoe dehyvdrating plant will be stuiied once the packing
plants get in operation. CALFORU i: alco planning to operate grain
storagn facilities, now being constructed vy the GOU, and assist
with the marketing of grain for its members, including exportation.
Sales cxpansior of both domestic and imported farms supplies is
also expected to continue beyond 1973.



TABLE 8

CALFORU

USE OF LOCAL SHORT TERM CREDI%
(Thousands of U.S. Dollars)

1976 - 1979
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8. Rates of Return

"The rate of Net Income to the total of Long Term

Debt and Net Wotth for the four years ending ]979 is ]8%. See
Annex II for computatiom.

By 1979 CALFORU will be operating at a profit
that would permit repayment of the A.I.D. loan from the profit of
two years operations, Furthermore, CALFORU could make such payment
and still operate at the same level and profit. However, the bulk
of the capital génerated under this pProject 1s expected to finance
new investments under CALFORU's five year development plan. If for
any redson such investments cannot be carried out according to schedule,
and undue cash surpluses develop, CALFORU will Pass on such benefits
to members through reduc-- prices and/or rebates (see Covenants,
P. Xi; Draft Annex A to Loan Agreement, p. 106).

9. Working Capital

In the past, CALFORU has becen able to obtain only
local shkort-term production credit to finance their farm supply
importations. From the sale of the long-term A.I.D. financed
fertilizer ($495,000 in 1976 and $470,500 in 1977), CALFORU
will obtzin the necessary working capital to expand its farm supply
operations and finance its new marketing operations during start-up
and initial operations. Increases to working capital after 1977
will be provided by CALFORU from the capitalization of members'
profits.
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C.  ENVIRONMENTAL IMPACT

While loan funds will be used for traditional import of
fertilizer, the danger of contamination by over use is remote, the
principal impact of this loan on the environment is the fruit
packaging plant and it is minimal. The packaging line is a relati-
vely small unit consisting of simple conveyors and fruit handling
equipment. It is not noisy, emits no fumes, nor requires a large
amount of utilities which may indirectly affect the swroundings.

The one discharge from the plaent is the wash water
used to clean and treat the fruit. The fruit at harvest time may
contain traces of pesticides. fThe washing processes will remove
these traces. Traces of fungicides for the prevention of fungi
damage and chemicals from the protection of apples against scald
may also remain in the waste waters.

The chemicals ordinarily used for these purposes are
relatively innoxious to manmals. In any case, the contaminzted
water will not be discharged into a sewage system, but discharged
into the cooperative!s own septic tarks or used lor irripation
burposes. This ic the practice of the fruit packaging industry
in the U.S. Residual chemicaols will eventually be diodegradcd
to COp vater and nitrogen.

D. ROLE OF WOMEN

Few wonen participate or hold positions of lecadurship
in the agricultural cogperative novenent in Uruguay.  CALFCRY
recognized the irportance of inereaced participation by vonen in
member cooperatises, cepeeially in positions of execcutive leadirw
ship, and has developed the ~ollowing plan to improve thoir oppor-
tunities in connection with Hhe wesign and implementation o this
project.

1. CAIFORU viii sponsor a study during 1475 on the role
of women in the cooperaiive moveront in Uruguay, with reeommnenda-
tions for their inecrcased partielpation in leaderchip positions,
Special emphasis will be given o CALYORU

2. Av least 104 of ke training funds provided through
this loan will be used for female participants.

5. CALTORU will actively support the placenent of quali-
fied women in executive pocitions in mewmber cooperatives, within
CALFORU, and in the two packing/cola storage plunts to be construc-
ted through this loan.
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h. cALrORU 11 glve grestoep FUPROFL tu the farm youth
movenent which provides leaderehip training appartunittes Jyop
large numbers of young wonmen.,

o1 The packing/cold sterape plents 1o 1e CORStPLETed
through the loan will provide aliitional paid coployment M pops
tunities for rural women,
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PART V - LOAN ADMINISTRATION

A.  IMPIEMENTATION TIMETABLE

Based on the assumption that the loan will be authorized by
May 51, 1975, it is believed thet the loan agrecment chould be signed
not later thon mid-July, 1975. Conditions precedent to initial dis-
bursement should be met by Scptember 31, 1975, allowing disbursement
for office and accounting equipment and technice: assistance to begin.
Initial technical assistance will be used to assist CAIFORU with
implementation plans, engineering desipgns, and specifications for
the packing lines and cold storage, and related construction and
equipnient, Conditions precedent for disbursements against specific
actlvities should be met by October 1975 to permit letting bids for
equipment.

At the same time during September the implementation
plen for the importation of fertilizer and related equiprment will be
completed. Conditions precedent will be met by October to allow for
immediate disbursement for equipment and the first fertilizer imporis
by January 1976.

Initial projections anticipated fruit being packed in March
of 1976. liowever, the packing line, if orderec in October 1975, will be
operational Ly Neczember 1976, The initial fertilizer shipment will be
ordered in January 1976 vrior to the demand for fertilizer in the U,S.
Sce Part VIT for source guidance on fertilizer procurement, The cold
storege facilities will be ordered so that they are installed and
opcrational by December 1977. Additional fertilizer orders will be
made during 1976 and 1977.
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E7 Te2 16.02 r:/5277¢ QL/_2/70 G7/G2/76 CL/20776 C FTRT  DISTRIBUTION 1
E717 Zby 16.00 05/31/7¢ 09/22/:8 03/3:/76 02/22/76 O FZRT DISTRIBUTION 2
Z777 Ess 16.00 09/30/76 01/27/77 ¢€9/36/76 ©1/27/77 0 FERT DISTRIZUTION 3
P P2 3.00 03/10/76 03/23i7786 G3/10778 ©3/31/76 0 PP25 A + I FIR)! SFLICTED-COLD STOR.
P2 23 12.00 03/31/76 06/24/76 03/31/7€ 6©8/24/76 0 PP2S DESIZH
23 Pu2 2.00 06/24/76 07/09/76 06/24/7% 07/09/76 0 PPJS CALFORU ACCEDPIANCE
Pu 2 2.00 07/69/76 67/23/75 07/05/76 037/23/76 0 PPZS CP N0, & SUDIT DPLAN
25 Pe1 24.00 07/223/76 01/17/77 07/23/7¢ 91/;17/77 0 P25 COXSTPUCTICH AT CCLD STORAGE BLDGS.
P6 P72 €.00 01/17/77 03/C1/77 01/17/77 03/01/77 0 PP2S TEST + INSTALL LOCAL EQUIP.
27 P32 6.00 03/01/77 04/12/77 03/01/77 (Qu/12/77 0 PPZ Ihu:A WL FORTICN EQUIP.
P8 - R 3.00 04/312/77 vws/03/77 04/32/77 05/03/77 6 PPZS CONMPLETE PLANT START UP
Le L7 2.00 12/01/76 12/315/76 12/01/76 12/15/176 0 PPZS START UP P. PLART
L? L81 10.00 12/15/76 02/28/77 12/15/76 02/28/17 0 PPTS PROCESS PEACHES
lg L9 8.00 02/28/77 04%/25/77 02/23/77 0u4/25/77 0 PP”S [PROCESS PEARS
L9 Lio2 12.00 04/25/77 ©7/20/77 0»/25/77 07/20/77 0 PPCS5 PROCESS APPLES
Lio L1 4.00 C7/20/777 08/17/77 07/20/77 06/17/77 0 PPCS PLALT MAIKNT.
L11 Li2 2 00 08/17/77 10/14/77 ©8/17/77 10/3%/77 0 PP2S PROCESS LEMOKS
L12 L131 12.00 10/14/77 01/11/78 10/14/77 01/11/78 0 PPCS  STAXD RY (S5CPT.-X0OV.)
P Pui 16.00 02/710/76 07/01/76 03/:17/76 07/03/76 1.60 PPC5 CP N0O. & LXEAST ASREZEMENT
E E11 .00 09/30/7% 10/30/75 10/14/75 131/12/75 1.80 FERT SEPARE TMPIET. ¢ DISTRIEB. PLAN
£1 E2 4.00 10/30/75 11/27/?5 11/:2/7% 12/11/75 2,00 FPERT TXNVIT. T0 BID T315G. EQUIP.
E2 E3 .00 11/27/75 12/18/75 12/11/75 031/05/7% 2.00 FEZRT SELECTIOF + AVARD
E2 Ey 5.00 12/:18/75 061/19/7¢ 01/05/76 02/02/76 2.00 FEXRT SEITMENT
- P62 22.00 07/23/776 12/21/76 02/06/76 01/17/77 2.00 PFC MANF. LOCAL 2UIPb.
Es ES 4.00 01/19/76 02/16/76 02/02/76 03/02/76 2.20 FERT? IVNSTALL EQUISMENT
£ £12 2.00 09/30/75 10/15/75 1€/29/75 11/12/7% 3.80 FERT FERT., FLUIP. OFICS.
L9 L1011 8.00 0L/25777 06/21/77 05/23/77 07/20/717 L.00 PPCS DPROCESS QUINCE
E J 2,00 09/30/75 10/15/75 11/12/75 11/26/75 5.80 2 T.A. [ JOBR LEZCRIPTION
J K1 2,00 10/15/75 10/3¢/75 11/26/75 12/11;175 $.80 TA INVITATION 70 °R0VIDE’
J X2 2.00 10/15/75 10/3¢/75 11726/75 12/11/75 $.80 TA LFT?TIRS OF IXNDERLST
X LLy 2.00 10/306/75 11/13/75 12/11/75 12/26/75 5.80 TA NEGOTIATE CONTRACT WITH A + E
X LL2 2.00 10/30/75 11/13/75 12/11/75 12/26/75 5.80 TA NEGOTIATE AD!M. ADVISORS

- P09~
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J1 (RS E S V A 12726775 1°/ *E/75 02/03/7¢ 6.c0 prre P, DN . COLY STORAGE
P .00 12/.ut7% Q2/28/706  L2/0%/7 ou/CC/76 6.C0 P1CE ;! “f DFAWINGS « SPEICS,

L3? €.00 02/24/76 Qu /IR /76 0u/0S/76  ©S/1R/76 5.500 2I°CS I"'" TOOTID IUPORTER EQUIP,
Lu2 3.00 0u/06/76 ou/27/76 05/18/7¢ 06/0%/76 6.00 /0PCS NorLIL., OF CcoroT, FORCES

L52 16.0C 04/27/76 08/13/76 ©6/05/76 10/01/76 6.00 PPCS ORLLZ PUCKIHC LINE + RECEIVE
Le1l 8.0C €3/19/76 10/16/76 10/01/76 12/01/7¢ 6.00 PI'C5 TRAINTING

Lug 2.00 0u/06/76 04/20/76 05/25/76 06/09/76 7.00 PICS LETTERE CF CRELIT(P. PLANT)
P81 4,00 C1/17/77 02/34/77 03/15/77 048/12/77 8.00 PrCS MAINTENANCE + SUP. TRAINIEG
Le2 6.00 08/18/76 10/01/76 1&/18/76 12/061/76 8.00 PPCS DPLACE FLUIPHELT

L82 2.00 12/15/76 12/30/76 02/11/77 02/28/77 8.0 PPCS STORE FFARE FGR PROCESS

EEs %.00 07/01/75 07/30/75 08/29/75 05/29/75 B.80 LOAN RESRGANIZATION PLAYN

ELsS 4,00 07/01/75 07/30/75 €3/29/75 03/29/75 8.0 LOAN TERECIHKICAL AGSISTANCE PLAR

-} 2.00 05/12/75 05/02/75 C€6/26/75 ©7/11/75 9.6C LOAN LRAFT LCAN AGRIZMENT

c 4.00»05/762/758 06/02/75 07/11/75 Q8/0a/75 9.60 LOAN NEGCTIATE LOAN AGRICMNENT

D 3.03 06/02/75 06/23/75 38/08/75 08/29/75 9.€9 LOAN TINMPLEMENTATION LETTER RO. 1
202§ 2.00 07/01/75§ 07/1€/75 0S/15/75 08/2%/75 10.40 LOAN CP NC. 1 SICNATURE

EE2 2.00 07/01/75 07/16/7S 09/15/75 09/28/75 10.40 LCAK FINAL AV?IT

EE3 2.00 07/01/75 07/16/75 ©9/15/75 G9/29/75 10.40 LOAY LEGAL CERTIFIZATION

E62 6.00 09/30/75 11/13/75 12/18/75 02/02/76 10.€0 FLRT INVIT. TO SUPPLY FERT.

L31 1.00 02/2u/76 03/%2/76 0©S/11/76 05/18/76 11.00 PPCE LETIELE TN PROCEID WITH CONST.
£81 4.06 03/02/76 03/30/76 ©5/25/76 06/23/76 12.00 FERY BAG FERT. 1

EB3 4,00 05/31/76 06/28/76 G8/24/76 09/22/76 12.00 FERPT BAG FERT. 2

£85 4.00 0%3/20/76 11/01/76 12/29/76 01/27/77 12.C0 FERT PRAC F“P” 3

P82 28,00 07/23/76 01/17/77 10/19/7 04/712/77 12.00 PPCS  PROVIDE PADS CHEDS ELEC., WATER
L51 10.00 6u/27/76 07/08/76 07/22/76 10/01/76 12.00 PPCS COLST. SHIDS FDH P. PLANT
L6l 2.00 08/19/76 G9/02/76 11/16/76 12/01/76 12.00 PPCS TRIALS .
£63 3.00 09430/75 10/22/75 01/12/76 02/02/7¢ 13.90 FERT [ITASE ACMNT. FOR JAGGING PLANT
oug 4.00 04/27/76 05/25/76 08/05/76 09/02/76 14,00 PPCS SFELECT SYPERVISORS

L56 4.00 05/25/7%6 06/23/76 09/02/76 10/01/76 14,00 PPCS SELECT PERRSONNZL

L132 80.00 12/:15/7% 08/29/77 03/28/77 01/11/78 14,00 PPCS STHBAGE (GRADEZD + UNGRADED)
£e1 2.00 09/30/75 10/15/75 01/19/76 02/02/7% 14,80 FEZT  FERT. SPZC5. NPK

271 12,00 07/23/76 10/1¢/76 12/02/76 03/01/77 18.00 PPCS ORDER FOREICYN EZQUIPMENT

LSS 4.00 04/27/76 05/25/76 09/02/76 10/01/7% 18.00 PPCS FHWATER + UIEATER INSTALL.

LS .00 0u/27/76 05/18/76 09/10/76 10/01/7% 19.00 PPCS EQUIP. PADS(FOUNDATIORS)

Lsy 2.00 0u4/27/76 0s5/11/76 08/17/76 10/01/78 20.00 PPCS ELFCTRICAL

-aog-
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B. EVALUATION PIAN

A Joint CALFORU/USAID Evaluation Committee shall he established
within two months after conditions precedent to initial disbursements
under the loaa have been met, The Committee snall consist of the four
department neads and the legal advisor of CALFORU, representatives of
the Natioral Commission, and the USAID Agricultural Division end/or
Program Offices. A CALFORU representative shall be selected Chairman,
as CALFORU will assume the major responsibility for evaluation.
Representatives of tie Ministry of Agriculture and eventually other
GOU agencies, will be invited to attend specific evaluation sessions
of mutual interest to ithe GOU and CAIFORU,

Members of the Committee shall determinc when and how
evaluations are to be conducted; define “he necd, if any, of outside
assistance (including consulting services or shori term assistance fronm
AID/W); and arrange to procure such outside assistance if' required.
A.I.D. shall bear the cost of any AID/W personnel; loan fumd s may be used
to procure short term contract assistance as appropriste.

The evaluation capability of the Committee members will be
strengthened as necessary through training glven in the A.I.D. funded
Project Design and Evaluation Seminars.

The objectives of periodic evaluations shall be to determine
the extent to which 1) loan purposes are being achicved, and (2) lozn
outputs are being - : ‘ced, as measured against Indicators establigi:nd
in the Logicwl Fram ..k, In addition to periodic reviews ol vrosress in
specific areas, the Eveluation Committee will conduct an overali evaluation
of project progress sgeinst the indicetors once enneelly over the life of
the projcct. A final evaluation of overall project success and effcctive-
ness will be conducted &t project termination. Results of all reviews will
u2 documented in a report from the Committee's Chairman to the President
oif CAIFORU end to USAID. Such reports will identify any problens in project
irplementation, and recomnend corrective action!s) to be taken. The
President will determine the individual(s) resvoncible for taking such
actions,

The Cormitice will schedule reviews at appropricte times during
project implementation %o evaluate progrecs agains’ benehmaris esseblished
by plans submitted in sutisfaction of conditions precedent to the loan,

It is expected thuel veviews will occur os follows:
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Sources of data for periodic, annual, and fincl evaluations
will include, but not be limited to, base data on CALFORU members
developed from registers to be established by local organizations
and under the Inter-American Foundation Project through the lational
Commission; repgular CALFORU management reports as described under
A.I.D. Monitoring Responsibilities; and the reports of technical
consultants financed under, or otherwise involved in, the p~oject.

C.  DISBURSEMENT AND PROCUREMENT PROCEDURES

Disbursement of loan funds for doller costs of goods and
services will be handled through Ietters of Commitment procedures.
Procurement will be cerried out in accordance with normal A.I.D.
procedurcs. Further AID/Washington guidance on fertilizer souce
procurement appears in Part VII. B.

Given a changing international fertilizer supply situation,
the expiration of the present approval of A.I.D. financing of fertils zers
from A.I.D. geographic code 899 on June 30, 1975 (State 043762) and
A.I.D.'s continuing policy of not financing shipments of fertilizer fvom
the U.S. during the months of Fcbruary through May (State 0179:2); it is
understood that procurement of fertilizer urder this loan will be within
the approved policies and geograrhic code in effect at the time of each
purchase,

D. A.I.D. MONITORING RESPONSIBILITIES

Primary responsibility for administering the project will
belong to CALFORU. Greater USAID involvement is expected in the carly
phases of the program - until conditions precedent are mes. Thereafter,
USAID's role is cxpected to be principally onc of monitoring loan
performsnce, and participation in periodic reviews and eveluations
outlined above.

This monitoring will be primarily the respons:Hility of
USAID's Food and Agriculture Office, with the ILoan and Program Olfices
providing backup support. TDY will be requested fron AID/V as needed
to assist the Mission in review of lepnl requirements, loan administration,
contracting and procurcment implementati on. Frequent USAID cortact will
be maintained with CALFOR' to assist in carrying out the project objectives,

For monitoring and evaluation purposes, CAIFORU will provide the
following information to USAID.
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TABIE 11

TABIE OF CALFORU MATAGEMENT REPORTS AND
SCHED OF SUBMISSIOL Ui

Mon'lly
Financial Statements and Aging
of Accounts Receivable/Payable X
Inventory - Farm Supplies (on
hand and in transit) X
Balance and Source of Local Credit/
Cash Holdings in Bonds X
Volume of Fruit Packed/Stored by
Variety (by boxes) X

No. of CALFORU Members Served by
Fruit Packing and Cold Storage
Facilities

Value of Marketing (Export aml
Domestic Sales, by Commcdity)

Dollar value of Farm Suppl;es
Distributed (by Commodity)

No. of CALFCRU Members Served
through Iarm Supplies System

Steffing Pattern (llo. of Employees
Earnings)

Quarterly Semestral
X
X
X
X
X

# May also be determined from monthly financial statement.

Initial reporting formats will be agreed to by CALFORU and
USAID, to be replaced by formats developed in the course of installing

CALFORU's new accounting ond management information-control system.

In nddition, data will be collected and maintained on a monthly
or more frequent basis of, (1) CALFORU and competition prices for all farm
supply items handled by CALFORU; and (2) prices paid to formers and received
for both domestic and export sales, and comporative prices in the international
markets, CALFORU will aggregate this data as appropriate for evaluation

purposes, or on request by A.I,D.
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PART VI - ISSUES

A. LOAN TERMS

In previous discussions with AID/Washington and State 093106 (Part
VII - B) an iscue wes raised with respect to the terms of the proposed A.I.D.,
loan to CALFORU. Specific da“a requested by State 093106 (e.g. return to equity,
cost of local credit, and meintenance of value) are addressed in the CAP.

From a purely financial point of view, the projected internal rate of
return from this project would enable CALFORU t- bear less than concessional
loan terms (assuming that 18% is the minimum acceptable return based on rick
and alternastive investments open to CALFORU). For discussi-n rurposes, however,
the maximum possible interest rate is considered to be &%; approximately the
current rate in international lending. Table 12 (attached) demonstrates the
effect of incremental increases in interest terms on CALFORU's profits. At
&% intercst,profits would be reduced by 10%.

However, the Mission believes that the question of loan terms cannot
be answered on financiol grounds alone:

(1) AID and cou policy objectives - This projecet is consistent with
both AID and GOU objectives in that it supports the only Urugueyen institution
capable of, and actively cngaged in, providing se:vices to small and medinvnm
producers of non-traditional exports. The GOU strongly fupports private agri-
cultural cooperative development as a major means of economic recovery; as
evidenced by the National Development Plan; and supports CALFORU in particular,
as evidenced by the GOU's unconditional guarantee at no cost of a loan t5 this
privote institution.

(?) Inctitutional Development - CALFORU's present finsncinl nceds ave for
medium and short term foreign exchange financing. For reasons discussed elsevhere
in the CAP, medivm and long term credit is not available in Urugnay except from
specific external officinl loans. Although the fruit packing plant eomponent of
the proposcd loan has been proven technically and financiolly viable, given the
lack of a functicning capital market, CALFORU could not obtain local financing
for this or zimilar wedivm or long term cxpansion projects (to be developed
under CALXORU' s {ive-yrar growth plan) for at least the next 2 - 3 years, when it is
expected thnt Uruguny will either have a development bank or some other mechonism
for providing medium or leng term investment Tinancing.

Locel chort-term credit is available. Therefore, without the A.I.D.
loan, CALPORU could continue to increcase its capitalization for expansion throuch
inercased farnm supplies sales. However, this would hove to be done by increuscing
the amount of members, personal and real guarantees for loans Lo CALFORU. At
this tine CALrORJ has reached the limlt of its sbility to offer such personal
guarintees. In the process of converting SFRs to their new status as commercial
eatity members, CALFORU will seck to utilize the additional real guarantecs
viich may be available from thic source. However, this will limit CALFORU's
expaneion efforts to o lengihy, sporadic process which will severely constrain
the orpanizati n's ability to meet 1ts members needs during a period vhen both
GOU agricultural development strategy and market opportunities favor a more
ropid incorporation of thig key sector into the expo t effort.

(3) AID practice - The Mission considers this to Le o devcelopment loan,
even though the Borrower is a private, institution, In fact, current A.ILD,
practice hns been to encourage cooperative orpgani.ations, in additlon t- publiec
entitlies, to stimulate agricultural development in Lotin Americon countrier, There



TABLE 12
CALFORU

EFFECTS OF A.I1.D. INTEREST RATES ON PROFIT

(In thousands of U,S. dollars)

1976 1977 1978 1979
Profit after A.I.D. Interest

2% 687 1030 1773 1993
3% 676 1001 1736 19 5o
4% 665 972 1695 1919
5% 654 943 1662 1882
6% 643 914 1625 1845
7% 632 885 1588 1808

8% 621 856 1551 1771
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doea not appear to be uny precedent for seeking maximum losn trrms
even vhen the Byrrowe 1s a profit-making institution, particulurly
where rick to A.I.D. 16 climinated by n host government gua antce.

In light of the preceding factors, the Micsion believes that
the loans terms for CALYORU (7 year grace at 2% - 18 year amortizati n at
3%) are appropriate ty the developmental noture of the project, consistent
with GOU und A.I.D{ priorities, CALFORU's expansion nceds, and A.1.D.
practice.

3. MAINTENANCE OF VALUE

MOV is a major concern of the Borrower: cven though the GOU
is gunranteeing repayment to A.I.D. within the framew- rk of the regle e
antt substantial devaluations that have taken place in the recent months.

However, the nature of CALFORU operations and the procedures
it follows in carrying »ut both ike import of furm supplicvs +nd the
cxport/mnrkcting of the farmer's produce are such as they minimize MOV
risk. Also the impirtance of cash surplus managenent and the u:e of
dollur GOU trecusury bonds is recognized (see Financial Analysis, Page 45
for u full explanation of MOV).






PROJEY DESIGN SUHIARY Life of Projec:

ALD 1020-28 (7710 LT, T e w1 fram Ty _1975 —tEv 1978

SUMPLEMENT + i sorct U.8. Fund ng _S2_ 80 na~
AGRICULTURAL COOPERATIVE LOAN Date Precarea 2271 %

—— T i mmme e e PAGE 2
NARRATIVE SURMARY CTIEC IVELY VIRIFTSLE INDICATCRS i ANS OF VERIFICATION —_WPORTANT XSLENRTONS T
Project Purgsse: Condit:cers thot will indicate rurpose Yas ko Assumgticas fer O(hl:v‘ih; puigose: o

To strengthen and improve the institu- | achieved: End of project srerys, CALFOPU financial data and statis- 1. CALFCRU is the crly irstitution
tional capacity of a federated national | {December 31, 107e). tical data and statistical records. presently atle t- : ide large
cooperative. CALFORU for sustained Imports and Exports data. CALFCRU rnurbers cf target farrers witr lower
growth and diversification of services CALFCRU will have: and local organization records. rriced farm supplies :n2 a systea of
provided to members: with empchasis on |1. A 5 year plan (1978-1982) in- | Periodic USAID-CALFCRU evaluations. rmarketing alternatives tased cr no--
providing a greater mumber of producers cluding provisions for financing | USAID records. traditional expors:.

of non-traditional export crops with instituticnal growth an4 develop-
increased farm supplies and access to ment, i.e., increasing volume of <. The crimary constrairts to CILFCRU's
better marketing alternatives. farm supplies sales, expansicn continued growth ani inctituticra
into additional export and domes- development are capital and techrnical
tic marketing enterprises; reces- assistance.

sary adjustments tc staffing,
organization, and management sys-— 3. CALFCFU's present Minagerent
tems; and programs tc strengthen skills and staff are capadble ot
member organizations. executing the project.

2. Farm Supply System -—-—-----e-eo {----- 1975 1976 1977 1378~
a. No. of producers served by farm
supply system 10,000 11,500 13,3500 15,000
b. Dollar value of fertilizer sold
by CALFORU to members (000 of Uss) 1,833 8,242 11,390 17,722
¢. Dollar value of other Farm Sup-
plies sold to members (000 of Use) 4,312 4,162 £,499 6,504
d. Amount of Estimated Fertilizer
Demand Met (CALFORU members) 11% 35% 37% 63%
3. Marketing System

a. No. of farmers assisted with
marketing operations 300 700 1,2GC 1,5C5
b. Amount of fruit packed in .
packing plants (boxes) 0 287,500 547,876 729,875
C¢. Dollar value of fruit (deci-
duous and citrus) marketed

(000 uUs §) - 1,090 1,725 2,008
d. Dollar value of other products
marketed {000 USs §) .022 .613 1,278 3,118
4. Able to produce data/reports
per Table II on a timely basis; &
which will enable CALFORU to per-
form statistical analyses trerefromn.
5. Capital & reserve base suffi- {
|cient to finance selfsustained H 479 996 1,732 3,059 !
growth & diversificaticn of opera- ;
itions as shown in S-yr. development plan. (000)

Project Titls & Mumber:

1
a
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Proiect Title & Number:

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

AGRICULTURAL COOPERATIVE LOAN

Life of Projeey 978
From FY 1975 to FY, 1
Totel U.S. Fuading $2 Q00 _000
Dote Ple;crcd:_,A Py 3 ;9;5

[A]]

NARRATIVE SUMMARY

| CBJECTIVELY VYERIFIASLE INDICATORS

MEANS OF VER!FICATICN

PALE 4
IMPCRTANT ASSUMPTIONS

Proiect lmputs: {D.},

AID

Fertilizer imports
T. A. and Treining
Cepital Goods

Total

BORROWER

CALFORT

locel Credit
(Farm Supplies)
{Cold Storage)

UFRUCA & JUMECAL Coops
& Netional Commission

Totel -

i " -
Implerentction Tar

{L-2)

ot (Type end Quantity)

1976 1977

$  L95.000 $ 470500
70,000 30.000
€04, 500 330.000
$1.169.500 $ 830,500
$ 300.000 90.135
300.000 331.300

( 300.000)
(331.300)

362.656
$ 962.656 $L21 435

(D-3)
CALFORU records/reports.

USAID records.

Aszumptions for providing inputs: {D-4)

1. Availability to CALFORU,
UFRUCA and JUMECAL of local
credit.
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PART VII - B
DEPARTMENT OF STATE
TELEGRAM
AE MONTEVIDEO DEC 7, 1974

R. 061944Z DEJ Th

FM SECSTATE WASHDC

T0 AMEMBASSY MONTEVIDEO 0387

UNCLAS STATE 268274

AIDAC

E.0. 11652: N/A.

SUBJECT: IRR REVIEW, AGRICULTURAL COOPERATIVE DEVELOPMENT LOAN

1. THE DAEC REVIEWED SUBJECT IRR NOVEMBER 22. THE MISSION IS

AUTHORIZED 10 PROCEED WITH AN INTENSIVE REVIEW LIMITED AS FOLLOWS:
EXPA}]SION OF THE SUPPLY AND MARKETING ACTIVITIES, TECHNICAL ASSISTANCE AND
TRAINING COMPONENITS ARE APPROVED. FINANCING OF THE MACIIERY POOL AND
THE SELECTED EMALL FARMER ASSISTANCE FUND ARE MCT APPROVED. DOLLAR COST
FINANCING FOR COXSTRUCTION OF THE PACKING PLANT IS APPROVED., TEERE IS ’
HOWEVER, A PRESUrPTION IN FAVOR OF REQUIRING BORROWER TO ARRAKGE FOR

THE WORKING CAPITAL AND TO EXPLORE THE POSSIBILITY OF LOCAL COST

FINANCING BY THE BORROWER.

2.  POLLOWING ADDITIONAL GUIDANCE IS PROVIDED FOR PRESENTATION OF CAP,

(1) CAP SIOULD PROVIDE DETAILED STATEMENT OF THE LEGAL STATUS,
MEMBERSHIP, ADMINISTRATIVE STRUCTURE, STAFF AND OPERATIONS OF CALFORU.
ALSO, CAP SHOULD INCLUDE MECHANICS OF HOW PROJECT WOULD OPERATE AND
IDENTIFICATION OF THE TARGET GROUP. WHAT IS MAKEUP OF COOP MEMBERSHIP
(AVERAGE IET ASSETS, SIZE OF AND HOLDINGS AND INCOME LEVEL) WHO OF TIIE
COOP MEMBERS WILL BENEFIT?

(2) FINALCIAL ANALYSIS OF CALFORU SHOULD INCLUDE EXAMIIATION OF EXISTING
PORTFOLIO, COLLECTION RECORD AND CAPACITY, D:BT.EQUITY RATIO AND PROJECTED
IMPACT OF PROIPCSED LOAN OVER CAPITALIZATION, MEMBER INCOME, SUPPLY AWD
MARKETING ACTIVITIES. A CLEAR STATEMENT OF HOW REPAYMENTS/REVEIUR
GENERATED BY THE AID LQAN WILL BE USED, IS REQUIRED.

As of December 31, 1974, CALFORU's accounts receivable amounted
to pesos 436,793,071 less advances of pesos 102,294,856 received from
customers {or seed potatoes delivered in January 1975 for a net total
accounts receivable of pesos 32h,498,205.

Aging of the accounts recelvable is as follows:

Pesos %
Under %0 days 461, 517, 107 9.8
30 - 60 days 7,103,091 1.4
60 - 9 days 8,881,202 1.h4
Over 90 days 11,291,671 2.4
TOTAL: 486,793,071 100.0

The positive picture presented by this aging schedule is directly
attributable o CALFORU's sale of farm supplies on a "ecash and carry"
basis whereby the coop members {through their indivicual coops) pay
CALIFORU either in cuach or In production credits obtained from their own

bank (usually the Bank of the Republic).
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Of the pesos 11,291,671 over 90 days, pesos 9,500,032 (844 of the
2.4%) is due from the Government of Uruguay and represcnts fertilizer

subsidies.

Until now, CALFORU has been expensing bad debts as they were
“written off". Starting in fiscal year 5/1/75 - 4/30/76, an expense
equal to 1% of accounts receivable will be charge to annual operations

&s a reserve for future write offs.

(3) PURPOSE OF LOAN SHOULD BE CLEARLY EXPRESSED. WHAT IS SIGNIFICANTLY
ADDITIVE ABOUT THE PROJECT? HOW IS INSTITUTIONAL CAPACITY BUILT UP?
HOW ARE PRODUCTIVITY AND INCOME OF FARMER AFFECTED? LOGICAL FRAMEWORK
SHOULD HAVE CLEAR STATEMENT OF GOALS, PURPOSE. EVALUATION PLAN..SHOULD BE -
INCLUDED.
(4) AN ADEQUATE FEASTBILITY STUDY WHICH ENCOMPASSES EINGINEERING, FINANCIAL,
AND OTIER PLANS KECESSARY TO CARRY OUT THE ASSISTANCE AXD PROVIDE A
REASONABLY FIRM COST ESTIMATES IS REQUIRED TO INCLUDE CONSTRUCTION COSTS
OF THE PACKING PLANI IV THE LOAN. TIOS STUDY MUST BE REVIEWED BY AID AND
SATISFY OUR TECHNICAL REQUIREMENIS. PLEASE SUBMIT MATERTALS KOW AVAILABLE
ASAP, A COST-BENEFIT ANALYSIS ON DEVOTIIG SUCH A LARGE PERCENTAGE OF THE
LOAN TO THIS FACKING PLANT AND DESCRIPITON OF THE FRUIT MARKETING SYSTEM
SHOULD BE UNDERTAKEN. CAN THE NUMBER OF BENEFICIARTES BE INCREASED?

T e e e - v g 7

IF EQUIVALENT FEASTRILITY STUDY OF CANNING PLANT IIOT ACCOMPLISHED
PRIOR TO PREPARATION CAP, MISSION CAN EXPLORE POSSIBILITY OF
INCLUDING FWIDING OF STUDY IN LOAJ BUT DAEC FREFERENCE IS FOR
EXCLUSION OF SUCH RELATIVELY MINOR ITEMS FROM LOAW.

(5) CREDIT SUFPLY/DEMAND ANALYSIS IS NEEDED, THAT ASSURANCES
CAN D BUILT INTO THZ PROGKAM THAT TilE KECESSARY CREDIT WILL
BE AVAILABLE?

(6) THE 1972 IDS EXPORT DEMAND STUDILS SHOULD BE REVIEWED
AND UPDATED AS APPROPRIATE. MISSION IAY WISH TO CONTACT USAID.BRASILIA
FOR INFORMATION OR ASSISTANCE IN THIS REGARD.

(7) BASELINE DATA REGARDIIG WOMEN IN THE COOP MOVEMENT, THEIR
EMPLOYIMSNT IN TIE AGRICULTURAL AND PROCESSING ACTIVITIES TO BE FINAICED,
AND OTi[ER SUCH CONCERNS SHOULD BE EXPLORED AND REVELOPED DURILG INTENSIVE

I{EVIJ::H‘ .

(8) SINCE TIE TARGET GROUPS OF THIS PROPOSED LOAN AND OF PRCPOSED AGR.
RESEARCH/TA LOAIT OVERLAP, CAP SHOULD INDICATE Vil¥ TWO LOAllS ARS NEEDED
AND HOW, IN SPECIFIC DZTAIL, THE VARIOUS ACTIO:S UNDER THESE TWO LOANS
WILL BE COORDINATED, KISSIIWGER
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Responses to State 268274 (IRR Cable)

and State 093106 (Loan Terms)

PARA

suabn 26827k
2 (1)

2 (2)

2 (3)

2 (4)

2 (5)

2 (6)
2 (7)
2 (8)

State 093106

1.

20 86 30

SUBJECT

Detejled statement CALFORU legal
status, ete.
Mechanics of project

Target Groups/Beneficiaries

Financial Analysis

Project's additive aspects
Institutional capacity

Productivity/Income of farmers

Logical Framework/
Evaluation Plan

Feasibility Study
Cost estimates

AID review of technical feasibility
Description & cost/benefit of fruit
marketing component

Increasing number of biencficlarics

Credit supply/demand analysis

Export demand studies
VWomen in coop movement

Relationship with TATA

Two Step Agrecment

Loan Terms

PART VII - B

CAP REFERENCE

PART IV -~ A - 3

PART III - B

PART IV - A& B
PART V -

ANNEX I - C

PART III - B -1 & 3

PART IV - B

ANNEX I & II

Remarks on IRR Cable
PART III - B

PART III - B

PART IV - A

PART III - B -3 & 4
PART IV - A & B
PART VII - A
PART V - B

ANNEX I - C & K
PART I -

PART III - B

PART IV - B

ANNEX I - C

ANNEX II - F & I
ANNEX I - C

AMNEX I - C,D,H,J,K
ANNEX II - A,C,D
PART III - B - 1

PART IV - B
ANNEX II - G
AINEX I - A
PART IV - D

PART III - A & B
PART IV - A - 5

PART VII - F

PART VI - A
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CERTIFICATION PURSUANT TO SECTION 611 (e)
of the FAA of 1901, as amended

I, Leonard J. Horwitz, the principal officer of the Agency
for International Development in Uruguay, having taken into
account among other things, the maintenance and utilization of
Projects in Uruguay previously financed or assisted by the United
States, do hereby certify that in my Judgement CALFORU has the
financial and human Tesource~-capability to utilize effectively
the proposed Agricultural Cooperative Development Loan, and the
Government of the Oriental Republic of Uruguay is in a financial
position to guarantee the Loan.

This judgement is based primarily on the facts developed in
the Capital Assistance Paper for the proposed loan of $ 2,0C0,000
which discusses in detail the capabilities of CALFORU and finds
that organization in possession of adequate financicl and human
resource capability to utilize and maintain effectively the
project.
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CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand rargin, for ecach item, write answer or, as appro-
priate, a summary of required discussion. As necessary, reference
the section(s) of the Capital Assistance Paper, or other clearly
identified and available document, in which the matter is further
discussed. This fornm may be made a part of the Capital Assistance

Paper.

The following abbreviations are usged:

PAA - Foreign Assistance Act of 1961, as amended.
FAA, 1973 - Foreign Assistance Act of 1973,
App. - Foreign Assistance and Related Programs Appropriation Act, 1974.

HMA - Merchant Marine Act of 1936, as amended.

BASIC AUTHORITY

‘L. FPAA D 103 8 10¢: § 105,
8 106; B 107. Is loan being made

a, for agricu%tt.:z*e, rural devel- 1. a) This loan is being made
opment or nutrition; for agriculture and rural
development.

b. for population planning op health; b) N/A
¢, for edusation, publie adriintg. c) N/A
tration* or humen regources development;

d.  to solve ccononic and soctal d) N/A

development problems in Sields ouch as
transportation, pover, industry, wrban
development, and czport cdeuveclopmenty
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e. in eupport of the ganeral
economy of the recipient
country or for development
programs conducted by private
or international organiza-
tions.

COUNTRY PERFORMANCE

Progress Towards Country Goals

2. FAA g 208; 8,251(b).

A.. Desoribe extent to whioh
country ig:

(1) Making appropriate efforts
to tnorease food production
and improve means for food

8torage and distribution.

(2) Creating a favorable aliw
mate for foroign and domegtic

priuate.antcrprieg and
tnveatment,

PART VII - D

e) N/A

Ae 1) The COU is stimlating expanded

food production and marketing by a
series of measures including tavorable
pricing policies, reduction of export
taxes, and imposition of land product-
ivity tax to foster better lund use
and provide incentives for the
application of new technology.

2) Consistent with the National
Development Plan, the GOy ig making a
determined eftort to foster foreign and
domestic private enterprise and
investmont by 1liberalizing the private
economy from. paternalist controls, and
Ancentivizing savings and investment
through positive forelgn investment and
industrial promotion lavs.,



(3) The private sector is being encouraged
to play a more active development. role
through such measures as industrial
promotion laws, tax and price incentives
for industrial and egricultural producers,
and mechanisms for mobilizing domestic
savings for development. The GOU actively
consults with the private sector on
economic policy ard the GOU has launched
an ambitious program to expand the participation of lower income
groups in worthwhile social development activities.

PART VII - D -7 -
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(8) Inereasing the public's
role in the developmental
prooceas.

(4) a) A series of reform measures being

budgetary resources to undertaken during 1975 involving fiscal,

development. monetary, credit and commercial policy
should serve to reduce the fiscal deficit, stimulate domestic
savings and permit an expanded level of public investment,

(4) (a) Allocating available

(b) Diverting such
resources for unnecessary
mnitlitary expenditure (See
also Item No. 20) and
intervention in affairs
of other free and
independent nations.)
(See also Item No. 11)

(b) Uruguay is not diverting development
resources for unnecessary military
expenditures.

(5) The GOU is carrying out a reform of

(5) Making economic, social,
and political reforms such as
tax collection improvements
and changes in land tenure
arrangencnts, and making
progress toward reapect for
the rule of law, freedom of
expression and of the press,
and rccognizing the importance
of tndividual freedom,
intttative, and private
entarprise,

(6) Adhering to the principles
of the Act of Bogota and
Charter of Punta del Este.

the costly social security system, is
improving its tax collection capability
with AID assistance, and through the lenc
productivily tax and colonization
program, is endeavoring to improve land
use. Uruguay has traditionally respectec
the rule of law and individual freedous
consistent with public order. It also
favors an expanded private sector role
in the development process.

(6) Uruguay adheres to the principles
of the Act of Bogota and the Charter
of Puntg del Este.
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5.

FAA B 620(0); Fishermen's
Proteotive Act. 8 5. If countpry
has oetzed, or imposed any penalty
or sanction against, any U.S.
fishing vessel on account of its
fiohing activities in international
wateras,

a. has any deduction required by
Fighermen's Protective Act been
made ?

b. hae complete denial of
asgistance been considered by
AT.D. Adminigtrator?

Relations with U.S, Government and
Other Natione

G

yos 0(a). Doca reectpient
ﬂu¢n{)y ,uruxnh asutatance to
Cubw or fuil to take appro=-
priato otepo to prevent oshipa
or nxruru}‘ under tta flag
from oarrying cargoeca to or

Srom Cuba?

5. N/A

a. N/A

b. N/A

60 No.

PART VII - D
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AID 1240-2 (5-74)

?. FAA B 620(Db), If assistance 7. The Secretary of State hag
13 te a government, hag the determined that Uruguay is not
Secrectary of State determined controlled by the international
that it <8 not controlled by Cormunist movement.
the international Communigt
movement?

8. FAA 8 620(d). If assistance is8 8. N/A

For any productive enterpriae
which will compete in the United
States with United States entep-
prise, ic there an agreement by
the recipient country to prevent
export ‘o the United States of
more than 20% of the enterprise's
annual production during the life
of the loan?

9. FE44 B 620(f). 1Ie recipient country 9. No.
a, Communiet country?

10, FA4 B 620(1). 1Is recipient country  10. No.
n any way involved in (a) subver-

sion of, or military aggression

against, the United States or any

country receiving U, S, asstgtance,

or (b) the planning of such sub-

versicon or aggresston?

L, ras B 620(j). Hae the ecountry 11. Ne.
permitted, or failed to take

adequate measures to prevent,

the damage on destruction, by

mob aotion, of U,S. property?
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12 X

14,

16,

i6.

ras B 620(1). If the country
has failed to institute the
tnveatment guaranty program
for the specific risks of
expropriation, in convert-
ibility or confiscation, has

the A.I.D, admintstration within
the past year considered denying

assistance to such government
for this reason?

7AA 8 620(n). Does reoipient
oountry furnish goods to North
Viet-Nam or permit ships or
aireraft under ite flag to
ocarry cargoes to or from North
Viet<iNam?

FAA 8 620(q).
of the recipient country in

default on interest or prinecipal.

of any A.I.D. loan to the
country?

FAiA 8 620(t). Hae the oountry
severed diplomatic relationsg
with the United States?
have they been resumed and
have new bilateral assistance
agrcements been negotiated and

entered into since such resumption?

FAA 8§ 620(u).

obligations?

Budget?

If 60,

Rhat i8 the pay-
ment atatus of the country's U.N.
If the country is
in arrears, were such arrearages
taken into account by the A.I.D.
Adminieirator in determining the
ourrent A.I.D. Operational Year

PART VII. - D

d2. Uruguay is now considering

‘an OPIC investment guaradtee

agreement.

13. Uruguay does not perpit trade
with North Viet-Nam.

Is the government lb. Uruguay is not in default on the

payment of interest or principal of
any A.I.D. loan covered by this Act.

Not applicable. Uruguay hes
consistently maintained diplomatic
relations vith the United States.

16, Uruguay is not in srrears
on its U.N. assessment.
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. pan g 18Ll.  Hao the government of
reciprent country failed to take
adequate 0tepo to prevent narcotie
drugo and othep controlled sub-
8tances (as defined by the Compre-
hencive Drug Abuse Prevention and
Control Act of 1970) produced or
proccoged, in whole op in part, in
ouch country, op transported |
through such country, from being
sold tllegally within the jurig-
diotion of such country to U.S.
Government personne1 or their
dependentg, op from entering the
U.S.;unlawfully?

LB, Faa, 1975 § 29 If (a) military
ase 18 located in recipient
eountry, and wqg congtructed op
18 being maintained op operated
With funds furnished by U.s., and
UsS. personnei ecarry out
military operations from such
base, hae the President detep-
mined that the government of
reaipieyt-country hae authorized
regular aqccagg to U5, corres-
pondents to guej base?

Military Expenditureq

19, Fa4 g 620(8). What percentage of
eountry dudget g fer military
expendi turca?  jow much of foreign
exeliange resoureeg spent on mili-
tary Cquipment?
the purchase of vophisticaied
weapons systemg? (Consideration
of theae points 15 to be coop-
dinated with the Burcau jop
Program and Policu Coordiration,
Regionagi Coordiniters qno Milttary
Asaistance Stayr (eerc/RC).)

How much spont for

PART VII - D

17. FKo. Uruguay has provided
exemplary cooperation with U.S.
authorities in control of '
international narcotics traffic,

18. Kot applicable,

19. a) 15 - 20% go to nilitary

expenditures,

¢) Uruguay has not purchased .
sophisticated weapons systems,
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CONDITIONS OF THE LOAN

General Soundnecs

20,

21,

22.

23,

FAA 8 201(d). Information and
conclusion on reasonableneos
and legality (under laws of
aeountry and the United States)
of lending and relending terms
of the loan.

FAA 8 251(b)(2); & 251(e).

Information -and conclusion on
astivity's economio and
technical soundness. If loan
18 not made pursuant to a
multilateral plan, and the
amount of the loan caxceeds
$100,000, has country submitted
to A.I.D. an application for
such funds together with
assurances to indicate that
funds will be used in an econonm-
teally and. technically sound
manner? '

FAA 8 251(b). Information and
concluaton on capacity of the
country to repay the loan,
inoluding rcaaonablencas of
repaymnent prospeots.

FAA 8 251(h). Information and
coneclusron on avatlability of
finanoing from other free-world
sources, including private
souroce within the United States.

PART VII - D

20. Terms are legal and reasonable
under both U.S. and Uruguayan law,

21l. The activity is considerecd to be
economically and technically sound.
The application for this loan, plus
deteiled discussions before and after
receipt of the application give
sufficient information and assurance
that the funds will be used in an
economically and technically sound
manner.,

22. It has been concluded that the
Borrower, CALFORU, has the capacity to
repey the loan. Furthermore, there
will be a Payment and Guarantee
Agreement signed by the Goverament

of Uruguay. There is reasonable
assuraice of repayment.

23. Financing for this project is not
available from other free-world sources,
including private sources within the
U.S. at a reasonable cost.
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24, FAA B 61l(a)(l). Prior to 24, a) Yes,
stgning of loan will there be
(a) engincering, financtal, b) Yes.

and other planc necessary to
carry out the assiotance and

(b) a rcasonably firm estimate
of the cost to the United States
of the assistance?

25. FPAA B 611(a)(2). If further 25. Other then the normal legislative
legislative action 13 required approval for the loan, no further
within recipient country, what legislative action is required.

16 basis for reasonable expec-
tation that euch action will be
completed in time to permit
orderly accomplishment of
purpose of loan?

2¢. FAAE 61l(c). If loan is for 26. Yes, see Annex A. Mission Director's
Capital Ascistance, and all Certification
U.8. assistance to project now )
exceeds §1 million, hae Mission
Director ccrtified the oountry's
capability effectively to
maintain and utilise the project?

Loan's Relationchip to Achievement 27. a) Cooperatives are both democratic

of Countrv ana Neagional Goals and economic institutions.

27, FAA 8 207: B 251(a); ® 113. b) A major thrust of the project
Extent Yo whioh ascictance is increased crop production.
refleots appropricte emphasis
on: (a) encouraging develop- c) Some training for CALFORU is
ment of damooratic, cconomic, planned in the companion loan for
political, and sooial institutions; Agricultural Research and Technical
(b) aclf-kolp in mecting the Assistance.
oountry'c food neceda; (e¢) im-
proving avaiichility of trained d) N/A
manpowver in the country;

(d) programa deaigned to mect

wWhe country's health needa;
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20,

29.

SZ.

(e) other important arcas of
economic, political, and social
development, ineluding industry;
free labor untions, cooperatiuves,
and Voluntary Agencies; trang-
bortation and communication;
blanning and pubiie adminiotration;
urban development, and moderni-
Bation of existing lawe; op

(F) integrating women into the
recipient country's national
economy,

Fad 8 209. Is project sugceptible
of execution as part of regional
project? If so why 18 project not
80 executed?

FAA 8 251(b)(3). Information and
econclusion on activity's relation-
8hip to, and consigtency with,
other development activities, and
tte contribution to realizable
long-range objeotives,

FAL B 251(b)(7). Information qnd
coneluaton on whethep or not the
activity to be financed will
contribute to the achievement of
anf—auataining growth,

FAA § 209: 8 251(h)(s),
Information and conclusion.
whether assistance will

encourage regtonal development
programs, and contribute to the
economic and poilitieql integration
of Latin Americq,

PART VI1 - D

e) The Cooperative connection is
obvious.

f) The role of women in Uruguay and
in this project is very important
(see Part IV, section F).

28, The project is not susceptible
to execution as part of a regional
project.

29. The project is consistent with
the objectives of other developmental
activities of the U.S. Government in
Uruguay., It will contribute to the
economic development of Uruguay by
increasing foreign exchange earnings

‘and by increasing the incomes of

small farmers.

30.: The project to be financed will
contribute to the achievenent of self-
sustaining economic growvth and is
necessary to 1) improve the distributi
of income and 2) increase the rate of

.growth of the agricultural sector of

the Uruguayan economy,

31. Not applicable.
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32,

8.9,

3¢

36.

FAA B 251(0); 8 1711, Infor-
mation and coneclusion on use of
loan to assist in promoting tha
cooperative movement in Latin
Amerioa,

FAA 8 251(n). Information

and conclusion on whether the
activity ig congtatent with the
findinge and recommendations of the
Inter-American Committee for the
Alliance fop Progress in its

annual review of nationgi deve lop-

ment activities.

participation in
mic development on the part of the
people of the country, through the
encouragement of democratic,
private, and loeqy governmental
inetitutions,

FAn 4 281(h), Describe extent o
whiol progran recognizeg the
partioulap needs, desires, and
sapaoiticg of thg people of the
aountry; utilizes the oountry'g
tntellcetual resourceg to
Eneowrage inotitutiongy devel-
opment; and supponrtg etvie
education and training in skillg
required fop effective paptieq-
pation in governmehtal gnd
bolitical proceggeg essential to
sclf-government,

PART VII - D

32, The loan will directly assist
& Uruguayan Cooperative, CALFORU,

33,.&he last CIAP review (October
1973) " emphasized the high priority
of investments made in-the
Agricultural Sector,

3b. Since this is a cooperative
development project it directly
assists participatory demccratic
private institutions.

35. Cooperatives a) are a response
to peoples needs ang desires, b)
utilize and’ increese the capacity -
of their members ang c) are
institutions thas train people in
rarticipatory democracy.
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30..

37,

FAA B 601(a). Information and 36. a) Yes (agricultural products).
conclusions whether loan will b) Yes, directly.
encourage efforts of the country c) Yes, directly.

to: (a) increasce the flow of d) Yes, directly.
international trade; (b) foster e) Yes, of agriculture.
private initiative and competition; f) Not applicable.

(c) encourage development and use

of cooperatives, credit unionas,

and savings and loan asgoctations;

(d) discourage monopolistic

practices; (e) improve technical

effictency of industry, agriculture,

and commeroe; and (f) gtrengthen

Free labor unions,

FAA 8 619. If assistance ig for 37. Not applicable.
newly independent country; is it '
furnished through multilateral

organizations or plans to the

mazimum extent appropriate?

Loan's Effcct on. U.S. and A.I.D.

Program

a8 .

58,

EAG fl_257(b)(4); 8 102. Information 38, The effect on the U.S. economy
and oonolusion on possible effects will be negligible.

of Toan on U,S. economy, with epectial

referense to areas of pubstantial

Lavor surplus, and ezmtent to which

U.S. commodities and asaigtance are

Jurnished in a manner congistent

with improving the U. S, balance of

payments position.

FAA § 252(a). Total amount of money
under loan which ig going directly
to private enterprice, is going to
intermediate evedit tngtitutiona or
other borrowcrs for wuge by private
enterprice, is being uaed to finance
irporta from private soureces, o» tisg
othervive being used to finance
procurcmento from private sources.

39. All of the commodity procurement
under this loan will be used to

procure goods from private enterprise,
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40.

a2,

42.

43.

9,

FAAL 8 60L(b). Information and
conclusion on how the loan will
éncourage U.S. private trade and
investment abroad and how it will
encourage private U.S, participation
in foreign assiotance programs
(including use of private trade
channela and the services of U.S.
private enterprige),

FAA 8 601(d). If a capital
project, are engineering and
professional gervices of U.S.
firme and theip affiliates used
to the maximum extent consistent
with the national interegt?

FAA 8 602, Information and
conclusion whethep U.S. emall
business will participate

equitably in the furnishing of
goode and services financed by
the loan,

FAA 8 620(h)., Will the loan

promote or assict the foreign
atd projects op activitiea of
the Communigt-Bloe countrieg?

FAA 8 621, If Teehnical
Avsiotance 1o financed by the
loan, inforination and conelusion
whether such asoiatance will be
furnished to the fulleot extent
bpracticable as goods and profego-
otonal and othep acrvices from
rivate cuterprice on a contract
asio, If the facilitics of othep
Federal agencios will be utilized,

tuformation and concluaion on

PART VII - D

40. U.S. suppliers will be able to
bid on the first packing plant on
the agricultural production inputs
and in the office warehouse cquipmen;
to be procured under this loan, -

41. Yes.

k2. Yes, the ILoan Agreement will
§o provide.,

43, No.

Lk, A1l technical assistance
will be procured from private
enterprise.



- 89 -

AID 1240-2 (5-74)

Loan's Compliasnce Vith Specifice

whether they are particularly
suitable, are not competitive with
private enterprise, and can be

made available vithout undue
interference with domestie programs,

PARY WII

Requirementsg

45.

486,

47,

4g.

48

50,

FAA 8 110(a); 8 208(c), Hag the
rectpient country provided
absurancecs that it will provide
at least 25% of the cogts of

the progran, project, or actt-
Vity with regpect to which the
Loan 78 to be made?

FAA § 112, Will Zoan.bg used
to finance police training or
relgted program in recipient
country?

FAA 8 114, Will loan be used to
pay for performance of abortions
or ‘to motivate or aoerce persong

to practice abortiong?

raq 8 201(d). Io interest rate
of loan at least 2% per annum
during grace period and at least
3% per annum thereafter?

FPAA B 604(a). Will all commodt ty
procurcrment financed under the
loan be from the United States
eroept as otherwige determined
by the Preoident?

FAA 8 604(b). What proviston ig
made to prevent finagneing cormodt ty
procurcrient in bulk af pricca higher
than adjuated v, S, market pricc?

45, Yes.

46. No.

47. No.

48. Yes.

49, Commodities procured with loan -
funds will have their source and
origin in the U,S. and Geographic
Code 941 countiries.

50. The only possible bulk procureient
would be for fertilizers which will
:2 procured by AID/W.
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6.

52,

53,

54,

FAA 8 604(d)., If the coop-
erating country diseriminates
againgt U.S. marine insurance
companieo, will laan agrecment
require that marine inourance
be placed in the United Stateso
on commodities findnced by the
loan?

FAA 8 604(e). If offshore procure-
ment of agricultural commodity or
product i8 to be financed, is .there
provigion against such procurement
wvhen the domestic price of such
oommodity <8 less than parity?

FAA_ 8 604(f). If loan finances a
commodity import program, will "
arrangements be made for supplier
certification to A.I.D., and A.I.D.
approval of commodity as eligible
and suitable?

FAA 8 608(a). Information on
measurecs to be taken to utilize
U.S. Government cxcess peresonal
property in lieu of the procurement
of new ttema,

FAA & 611(b)y app. 8 101. If
Loan finances water or water-
related land resource construction
projeot or program, s there a
benefit-cost computation made,
insofar as practicable, in
accordance with the procedurcs

set forth in the Memorandur of

the Precaident dated May 15, 19622
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51. Marine insurance will be
placed in the U.S.

52. Not applicable.

53+ The loan Agreement shall
so provide,

54, U.S. Government excess property
will be used to the extent feasible,

55. Not applicable.
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56,

572

&68.

69.

60,

FAA 8 6li(c). If contracto for
eonstruction are to be financed,
what provision will be made that
they be let on a competitive basie
to maximum cxtent practicable?

FAA 8 612(b): 8 636(h). Deseribe

steps taken to assure that, to the
maximum cxtent possible, the country

18 contributing local currencies to
meet the cost of contractual and

other services, and foreign currencies
owned by the United States are wtilized
to mecet the cost of contractual and
other services.

App. 8§ 113,
acquire currency of recipient country
from non-U.S, Treasury sources when exe
cepbs currency of that country is on
deposit in U, S, Treasury?

FAA § 612(d). Does the United

Statles own excess foreign currency

and, i1f so, what arrangements have been
made for itg relegse?

FAA 8 620(q). What provision te
there against wce .of subject
assiatance to compensate owners
Jor cxpropriated or nationalized
property?

Rill any of loan funds be used

PART VHI - D

56. A.I.D. procurement
proccdures will be
followed.

57. The U,S. will finance
all foreign exchange costs
of the project and the
borrower will assume most
of the local costs. No U.S.
owned foreign currency is
available for this project.

ts 58. No.

59. No.

60, The Loan Agrccment
will not allow funds to be
used for this purpose.
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6L, FAA B 620(k). If conotruction 61. No.
of productive ¢nterprise, will
aggregate value of aocoietance
to be furnished by the United
States exceed $10¢ million?

62. FAA 8 636(1). i1l any 1loan funds 62. No.
be used to finance purchase, long-
term leage, op exchange of motop
vehicle manufacturcd outside the
United States, op any guaranty of
such q transaction?

6. App. 8 103. viL1 any loan funds be
used to pay pernstons, etoe., for
military pergonrel?

o 6}: ‘No,

64. 4pp. 8 105, If loan ig fop caprtal g, vyes: This provision wil) be

vroject, ia there provigion for included in the 1o .
A.I.D. appioval of 411 contractors >an Agreemen

and contraet terme?

65. 4App. § 107, Hill any loan funds G5. No.
be wsed to pay UN assosomenteg?

66, 4App, B 109, Compliance with :
regulations on cmployment of y, s. 66. Yes, it will be required,
and looal pereonnel, (A, r.D,
Regulation 7)),
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PART VII-E
DRAFT LOAN AUTHORIZATION

FOR: URUGUAY -~ BORROWER: "CALFORU"

Provided From: FAA Section 103 ("Food and Nutrition")

Pursuant to the authority vested in the Deputy U. S. Coordinator,
Alliance for Progress, by the Foreigh Assistance Act of 1961,

as amended, ("The Act"), and the delegations of authority

issued thereunder, I hereby authorize the establishment of a
Loan ("Loan") pursuant to Section 103 of said Act, and in
furtherance of the Alliance for Progress to Cooperativa
Agrcpecaria Limitada de Sociedades de Fomente Rural ("CALFORU":.
the "Borrower", of not to exceed two million United States
dollars ($2,000,000) to assist in financing the United States
dollar and local currencylcosts of a project to provide capital
goods and fertilizer imports, technical assistance and training
to expand the Borrower's institutional capacity for continued
expansion of marketing and farm supply distribution activities,
in order to better the needs of its local affiliates and their

members ("Project"). The Loan shall be subject to the following

terms and conditions:

1. Interest and Terms of Repayment.

A. Borrower shall repay the Loan in United States

dollars within twenty (20) years from the date of
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the first disbursement under the Loan, including a
grace period of not to exceed seven (7) years.
Borrower shall pay to A.I.D. in United States
dollars on the disbursed balance of the Loan, and
on any due and unpaid interest, interest of five

percent (5%) per annum.

The Government of Uruguay ("GOU") shall agree that
the Borrower shall fulfill its dollar obligation
under the Loan by paying to the GOU the equivalent
in the currency of Uruguay of the United States
dollar amounts payable to A.I.D. under A. above.
The GOU shall pay to A.I.D.:

(i) the equivalent in United States dollars,
determined as of the time and in a manner
calculated to obtain repayment of all dollars
disbursed plus interest, of all amounts paid

to Goﬁ as follows:
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(a) all interest immediately upon receipt
suyject to GOU's right to retain all
payments in excess of two percent (2%)
per annum during a grace period of not
to exceed ten (10) years from the first
disbursement under the Loan ("Government
Grace Period") and all payments in
excess of three percent (3%) per annum

thereafter.

(b) principal within forty (40) years,

including the Government grace period.

(ii) interest in United States dollars of two
percent (2%) per annum during the Government
grace period, and three percent (3%) per
annum thereafter on all amounts of outstanding
principal paid by Borrower to GOU from the

respective dates of such payments of principal.

2. Other Terms and Conditions.

A, Except for ocean shipping, goods and services

financed under the Loan shall have their source
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and origin in Uruguay or countries included in
A.I.D. Geographic Code 941, provided, however,
that marine insurance may be financed under the
Loan only if it is obtained on a competitive basis
and any claims thereunder are payable in freely
convertible currencies. Ocean shipping financed
under the Loan shall be procured in any country
included in A.I.D. Geographic Code 941, not including

Uruguay.

United States dollars utilized under the Loan to
finance local currency costs shall be made avail-

able pursuant to procedures satisfactory to A.I.D.

The Loan shall be guaranteed by the GOU.

Prior to any disbursement or issuance of any
commitment documents under the Loan, Borrower
shall provide to A.I.D., in form and substance
satisfactory to A.I.D. a cerification from the
appropriate Government of Uruguay agency that the
Borrower is operating within the requirements of

LAW 10,008 (Cooperative Law) and LAW

14,300 of December, 1974 (CALFORU System Reorganization

Law).
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E. The Borrower shall coveénant:

(1) To retain and capitalize earnings either
in general reserves or as capital, in an
amount equal to the outstanding A.I.D. loan

balance;

(11) To develop a five-year expansion and capital investment
plan to be approved by AID; and to seek AID approval in
writine prior to making any major capital investment
before the five-year plan is approved.

(1ii) To identify its smaller, less advantaged
members and devise operational measures to

insure that its services are channeled with some

priority to this group,

F, The Loan shall be subject to such other terms and

conditions as A.I.D, may deem advisable,

Deputy U.S. Coordinator

Date
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"ANC DE LA ORIENTALIDAD"

Montevideo, 30 de abril de 1975.~

Sr. lirector

de la Ageneia Para ¢l Desarrollo
Internancional (ALILD)

D. Lconare J. llorwitz

I'RESNNTYS, -
— e T

De mi sayor conrideracién:

Tengo ¢l agrado de irigirene Pa,,
para cxpresaric, con refercneia al préstams solicitade pur -
CALFORVE, que o) sciior Ministro de Lcoronly Y Jirenza. ootf -
dispuesto g cfectuar un Acuerdo Jdo Pago y Carautla ca ienbre
del Gobierse del LUruguay, una ves Gue oo haya roalizedo v -
reviszidn Jdel Preyccto, par Partc de los representantes 1ot
hicrno y cuente con la aprobacidn de g Aocueia parg el D=
rrollo,-

Aprovecho la opeitunidac rera roite
rar a ustoea wi consideracién, -

, S e )
i wl sfeld € ..
.:b,‘\fdl 7¢/_/

N ot
. \-

\ ’
11:)4. Ne HMUALSIGED ANICTIY
” Dircecvor

.J-L\,-’x'pv

F



CALFORU

Cooperative Agropecuaria Ltde.
DE SOQCIEDADES DE FOMENTO RUKRAL

VALPARAISO 1171 . MONTEVIDEO
TELLFS 91 47 %3 . 98 54 R

Montevideo, 29 de abril de 1975

Seiior Representante de USAID
don Leonard Horwitg
Montevideo

De nuestra consideracidn:

Como es de su conocimiento hemos 8laborado, conjuntamente con
técenicos ge AID, un Froyecto de Desarrollo Coojcrativo en el
Bector agricola de nuestro pais, a ser ejecutzdo per CLIFCH
Y por las Sociedades de Fomento Rural y Cooperativas locales
afiliadag a ella,

Dicho Proyecto couaprends actividudes de mercadeo, de aprovi-
sionamiento de insumos y de desarrollo institucional de nues-

tra Cooperativa; y tiende fundementalmente a2 convertirla en un
instrumento cada vez mds apto para la promocidn de la produccidn
agricola del Uruguay en concordanc ia con los linezmientos del
lan Nacional de Lesarrolio, asi como para el nejoramiento tec- _
noldgico, de los ingresos y de los niwvelcs de vida de los peque-
nos y medianos productores vinculados zl sistema de Fomanto
Rural,

41 monto total del Froyecto asciende, al tercer afio, a la suma
de UpS $:384.091.- de los cuales el aporte nacional es de

U$S 1:384.091.~ v ol saldo se financiaria con un [Tésteno de la
AID por unc suma de UgS £2:000,000,- mds las previsiones ror in-
cremento de los precios internacionales durante el eriodo de
desembolso previsto. .sa cifrs global se discrimina, segin lo
Gstablece ¢l respectivo Proyecto, de la siguientec manera:

Asistencis
Desembolsos Bienes de Insumos Yecnica y Tota)
Capital Intrensmiento

Ano 1

(1470) UsS 604,500,.~ 495.000,~ 70.000, -~ 1:169,800,~
Ajlo 2

(1977) UsS 330.000.~ 470,500, - 30.000,~ 830.500, =
Ano 9

(1978) UsS - - - ———
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UsS 934.500.~ 965.500,- 100.000,.~ 2:000,000,~ o
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don Leonard ilorwitz -8 - PART VII - F
29/IV/75
Fagina 2

Flazo de Grania: 7 afios.

Tasa de Interés: 2% durante el perfodo de gracia y 3% posterior-
e nte,

Amortizacidn: 25 afios,

Aval: La garsntie del mencionado Préstamo consistird en avel del
Gobierno de la Repidblica COriental del Uruguay, sin costo alguno

rara nuestra Cooperativa. CALFORU pagard los intereses y amorti-
zacidn al Gobierno de 1s Republica Oriental del Uruguay (lfiniste=

rio de Economis y Finanzas o quien éste designe) en moneda nacio-
nal, '

For la presente hacemos llegar a Ud. nuestra solicitud formal y
le rogamos se sirva disponer la realizacidn de los trimites nece-
sarios para la aprobacion del rroyecto y el otorgemiento dsl
Préstamo de referencic por parte de la AID a nuestra Cooperativa,

Saluda a Ud. con la mayor consideracidn,

por COCPERATIVA AGROEIZCUANIA LIMITADA DE
SOCIEDADES D& FOMENTO KURAL (CALFORU).

A o0l

LI"‘ -
%%/ P2 —
/T 7 ..

Dr, Silvio-T,. Angliilla

. f(’}‘:e,sidente
C /""L (Y A Cceeed o .
) /" Juan M. Adado

/ Secretario

Ht:msm
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w0 R 2622367 FEB 75
ANd - FM SECSTATE wWASHDC

M TO ANEMBASSY NONIEVIDEO 9798 ACiiCH COPY
VIR BT -
vOED UNCLAS STATE 343762 Action taken:

RO p@l¢}

CHSSPEAINAC .
CHRON DoZ‘-/ZiLLB___—-——

.‘.l/ft:-"EoOD 11652: \’/Q g ‘ .
Thess Intiols: __(7

SUBJECT: FERTILIZER SOURCE WAIVER,

REF:  (AY MONTEVIDEC 6m5p8 (B) STATZ (7912, '~

IR RESPOHSE NUESTION RAISFD PARA 2 PEF A, AID ADMIGISTRATOR
H4S PROVIDED alUTHORIZATION FOR APPROVAL OF AID FI&AMCING

OF FERTILIZER PURCHASZS FROM AID GZOGRAPHIC coNE 299
COUNTRIES,  SICH AUTHORIZATION APPLYIES TO COMTR4&CTS ENTERED
INTO PRIOR TO JuyNz ST, 1975, WE POYNT OUT HOWZVER , TH AT
THIS IS KOT AN AUTOMATIC APPROVAL OF CODZT 899 PURCHASHS,
THE AUTHORIZATION wAS PROVIDED T0 ALLOY FINANCING OF
RECIPIENT COUNTRY FERTILIZER NEEDS DURING 4 PERIOD OF CRI.
TICAL SHORTAGE IN THE 1, S, IT XOW aFPEARS THAT THIS SHOPTe
AGEE HAS ARATZD SONEUH AT, APPROVAL OF FI#AMCIHG FCR FRRT -
LIZER PURCHASES FROM SOURCES O0T5ZR THAN CODT 770 OR 04
NUST BE RINUISTED FROM ALID/W AUD YILL RT FORTHCON] &G

ONLY AFTER 1T H49 RESH DETERMINGD THAT THE PLURCHASE wOULD
AFFECT DOMESTIC AVATILARILITIRS, KISSIHGER

BT

|
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MISDASST EOUTEVIUED 1M YEB 3975
heytom UHCLASSLTID

AI_'D/I,GR/Q Clc:sif}zz.‘mn ACT ON C OPY

THFO o -
P 1323472 FER 75 b

NI F SECSTATE WASHDC Action Ichen:
" 10 AMENBASSY HONTEVIDEO PRIORITY 4725

DIR

CORT ;) STATE @ 2 Date:
COST jicLAs STATE #17912 Dot
CRESTrp ac Initials:

CERON

11/&¥bLLOWIWG REPEAT STATE 6178912 ACTION SAIGON ISLAMARAD DACCA
KABUL PHHOM PERH NEw DELHI COLOMBD ARINDJAN ACCRA ADDIS 4RAPA
BAMAKO CONAXRY COTONOU DAXAR DAR ES S4LAAYM FREZTOMN KHARTOUM
KINSHASA LOGOS LOME MNBAEANE MONROVIA
NATROBI NIAMEY WOUAXCHOTT
OQUAGADOUGOY YAOUNDE TEGUCIGALPA GUATEMALA XINGSTON MANAGUA
SANTIAGO PO

P AU PRINCE LIMA QUITA BOGOTA SAN JOSE S41 SALVADOR

DATED 24 JAN 715
RUOTE
UNCLAS STATE 017912

AIDAC

DAR ES SaLaatl FOR USAID AND RDOE4/ARUSHAS NAIRORI FOR
USAID AND REDSO/EA

Eo0, 116522 N/4

TAGS

SUBJECT ¢ PRELIVINARY ESTIMATE OF 4ID FINANCED FERTILIZER
PROCUREMENT IN FY 1976,

lo IN ADDITIDN TO THE CONTINUING AGEMCY POLICY OF nOT
FINANCING SHIPMERTS OF FERTILIZER FROM THE U.5. DURING THE
WONTHS OF FEFRUARY THROUGH MAY, T!E FOREIGN ASSISTANCE ACT
OF 1974 404 TLACES & CEILYNG ON FIRTILPRER FOR VIETHAM,
THE &CT PROVIDES THAT N0 ¥ORE THA) OVZ-THIRD OF TET FYU!DS
OBLIGATED OF EXPENDED IR FY 1976 \N) THEREAFTER FOP FERTI
LIZER MAY B USED FOR THZT PROCUREIENT OF FERTILICER FOR
VIETifi,  TIE GENERAL COMMELTS ARGVE 6RE THE PRELIDE TO
VAT IS BUCHIING A PERTODIC EXERCI O, HANELY; IWPUT FROM
THE 1.DCYS W0 APE POTENTI AL PURCH\SVRS OF #ID FINNCED
FERTILIZER AS TO THEIR EZVINATED (1D FINAYWED FERTILIZER
PROCURENENT,  FA PROGRAY PLANYING FOR VIZT4M FOR FY 1976
CAMROT WE (OMPLETSD UNTIL W HAVE AT LEAST SOME DALLPAUK
FIGURES ON AID FINANCED FERTYLIZE! PRCCHRTSEMT 2Y ALL OTHER
COUNTRIES. THE VIETNA4 PROELEM I& THE THMIEDIATE, COMPELL=-
URCLASSLITLD
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PAGE TWO UNCLASSIFIED  STATE 415912

ING REASON FOR OBTAINING FY 1976 FERTILIZER. ESTINATES,
HOWEVER, WE CAN NOT OVER FMPHASIZE THAT THIS IS A'l ASTNCY
WIDE PROBLEMN A5 THE STATUATORY REMUIREASANT DICTATES THAT
WE PROVIDE ASAP OUR GLGDAL FERTIYLIZER KEEDS, THER™ IS
ALSO THE NEED TO EVOLVE A FERTILIZSR PROGR&M FOR FY 1976
FOR GEHCRAL PROCRAM PURPOSES AYMD FOR QFFICIAL AND UNe
OFFICIAL PRESTNTATICNS TO THE CONGRESS.

2 BASED ON YOUR BEST ESTIMATES OF FUNDING AVAJLARILI-
TIES AND LOAN PRIORITIES, PLEASZ FORWARD PROJECT TUPORT
NEEDS FOR FY 1976 TO BYX FINANCED DY 21D, BROKEN DOwd RY
PRODUCT I.E ¢ UREA, 3 Pefsy DAPy TSP. IHFORMATION
SHOULD BE SUBMITTFED BY JANUARY 539 1975,

3 WHATEVER THE DATA SHOW, AID/W CAN GIVE KO ASSURANCE
THAT AID FIMNANCED FERTILIZER WILL SE FORTHCOMING IN THE
NECESSARY RUANTITIES OP THAT ATD WIlL FIMANCE Tilll IEDIw
C,-(TED QU{\ r]'l.[r‘lp r .4u Ir AVQIL.‘\"

A3 FOR YOUR GUIDANCE 4MD INFORMATION IT 13 ANTICIPATED
THAT COHGRESZIONAL CONCERN QVUER AIDS ROLE IN FERTI-
LIZER FUBDIKNG WILL NOT LESSEM, PARTICULARLY A3 THE
DOMESTIC PLANTING SEASCN APPROACKES. WHILE THE SUPPLY
SITUATION WITH RESPECT TO PHOSPHATIC FERTILIZER APPEARS
TGKRE EASING SQUEYHAT, THERE H&S BEEN HO APPRECLEBLE
IMPROVEMENY IN THE SUPPLY OF NITROGENOUS (MAIMLY URSH)
FERTILYZURZ, IHNGERSOLL

UNQUOTE

INGERSOLL

B

UNCLASSIFIED
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DRAFT ANNEX A TO LOAN AGREEMENT

Project Description

The loan will support Government of Uruguay priority objectives, to
achieve a sustained increase in agricultural production: to augment ex-
port earnings; reduce food imports; and increase Small and medium
farmer income and productivity,

The loan will be made directly to the Agricultural Cooperative of
Societies fo» Rural Development (CALFORU), with a two- step Payment
Guarantee Arrangement with the Government of Uruguay (GOU).

The purpose of the loan is to assist CALIFORU to strengthen its insti-
tutional capacity to (a) expand its marketing system: (b} improve its
farm supply distribution system; and (c) efficiently manage its ex-
panded activities to better meet the needs of its local affiliates and
their members,

A. Project Components

1. The Marketing Activity - The loan will help install two decid-
uous fruit packing and cold Sstorage plants for peaches, pears, apples
and quince. The cold storage will also be used off-season to hold
citrus (oranges, grapeflruit and lemons) destined for export to Europe,
Loan funds amounting to $831, 000 will finance capital goods (cold
storage chambers and equipment, fruit packing lines and fo~k lift
trucks). CALFORU will also continue to expand its processing and
marketing of honey, garlic and beans to a yearly sales total of
$3,119, 000 by 1978,

The further development and expansion of CALFORU's marketing
System will focus on overall farm to final market needs which will
Serve over 1,500 farmers, who produce non-traditional agricultural
export commodities, by the end of the third year of operations, JField
harvesting containers will be constructed by CALFORU and supplied
to the farmers on credit, CALFORU financing will be availuble to
advance the farmer between 35 percent and 75 pe-cent of the estimated
value of his erop upon delivery to his local producer owrganization,
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marketing their produce through the CALFORU exponrt marketing sys-
tem, and (3) all of the 18, 000 members of CALFORU benefitting from
improved management, accounting, budgeting, and planning functions
and efficient administration,

C. Administration

In accordance with CALFORU's present procedures, the President
of CALFORU will manage the loan through delegations of authority to
the heads of CALFORU's four central organizational units: the Farm
Supplies Distribution Department, Marketing Department, General
Services Department, and the Financial Department.

These four department heads will form a management committee opera-
ting by consensus, Final decisions will be the responsibility of the
President,

1. The Farm Supplies Distribution Department will secure farm
supplies, including fertilizers, chemicals, burlap, seed, tools and
equipment, from domestic and foreign sources. Retail sales through-
out the country will be made through the local cooperatives. Sales will
be for cash. CALFORU fieldmen will service the various field areas,
while the central staff will arrange for purchases and impowts.

2. The Marketing Department will receive directly from the faw-
mer a variety of products which it in turn will process, store and sell
on both the domestic and international markets. ILoan funds will provide
packing and cold storage facilities at two sites for handling pears,
peaches, apples, quince and citrus, Apart from the loan, a honey ex-
traction plant will be installed as part of a FAQ project and products
such as garlic, onions and beans will be graded and sold in the export
and domestic markets,

3. The General Services Department is one of two conce-ned with
the administration of the overall organization and Supports the two in-
come producing departments. Functions include: (a) Personnel - prepara-
tion and upplication of personnel policies; (b) Property Management -
allocation of office and other Space, control of furniture and equipment
inventories, control and use of vehicles and drivers; (c) Qperation of
Warchouse - inventory control, receipt and dispatch of merchandies;
and (d) Other ~ contract management, communications, miscellaneous.,
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4. The Financial Department is the second administ-ative de-
partment. Functions will include: operation of the accounting system,
budgeting, management of cash flow and external credit, maintenance
of accounts for farmer memnibers and member cooperatives and pro-
vision of centralized accounting on a contract basis.

Specific management and administrative activities that will be under-
taken include management training, improved accounting, and mana-
gerial information systems, planning and budget functions,

Administw-ation and accounting for both the farm supply and marketing
operations, as well as the membenr capital accounts will be done cen-
trally by CALFORU rather than by the 250 individual base cooperatives.
For CALIFORU's central office, AID will finance the purchase of ac-
counting and office machines at an estimated cost of $68,500.

The two local cooperatives (UFRUCA and JUMECAL) will finance local
construction of the buildings for the packing lines along with access
roads, ramps and other modifications. Estimated cost is $362, 656.

Pricing Policy - CALFORU will establish the price of each item sold
based on import or local purchase cost, cost of sales and services, tak-
ing into consideration the market situation and the prices of the com-
petition. Prices will be FOB Montevideo and the local cooperative adds
transportation costs to the established price. Pricing policies will
undergo continual veview to assure the proper balance between benefits
to the farmer in the form of low prices and the capitalization of
CALIFORU to develop a solid base for its operations,

Credit Policy - the general policy of CALFORU will be to sell all farm
supplies for "cash", cash being defined as cash money o» BOR "orders"
(farm supply payment orders).

The working capital needs of CALFORU's farm supply distribution sys-
tem cover only farm supply distribution, from the issuance of import
license through placing an order, receipt in port, delivery to local
cooperalives, sale to farmers, and the final deposit of payment in
CALIPORU's bank accounts.

The Borrower 1s expected to develop a five-year expansion and capital investment
pPlan to be approved by AID. If investments cannot be carried out in accordance
with that plan, undue cash accumulations will be passed on to CALFORU members

in the form of price reductions and/or rebates for goods and services provided.
Since CALFORU projects that the volume of operations will peak in 1979 (and
remain at that level thereafter) generating 1.9 billion pesos net profit per year,
profits above this level will be considered available for distribution to members
through reduced prices and/or rebates beginning in 1980, unless these profits are

invested in new or expanded enterprises.
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D. Coordination with Other Organizations

Although this and the Agricultural Research/Technical Assistance
Loans will serve part of the Same target group of farmers, the two
loans themselves serve two distinct purposes, CALFORU will work
directly with that portion of the IATA target group which comprises
members of the CALFORU affiliated cooperatives. It has a more
operational goal to try to provide inputs for these farmers to use in
their production and to provide profitable marketing outlets for members'
production.

CALFORU likewise will play a role in ale~ting the producers to oppor-
tunities for adopting new technobgy being developed at the Government's
regional demonstration farms. While research results of the loan-
funded IATA activities will not be available for several years, research
efforts previously undertaken by IATA (improved forage management,
improved field crop cultivation practices, use of certified seeds, propew
fertilization levels, improved dairy husbandry practices, improved fwuit
and vegetable management and cultural practices) are now moving into
the demonstration and commercial application Stages,

Once new tcchnology has been proven profitable, CALFORU will call

it to the attention of its cooperative members, encouraging them to
visit the demonstration farms and learn how to adopt it. The adoption
of new technology which raises the productivity of cooperative members
not only is in the intercst of the producers but also of the cooperative
iteelf. It will mean increased volume of business for the cooperative
which will reduce the cost per unit of the products which it markets for
the producers.

E. Project Implementation

Priarto disbursements for specific activities, CALFORU will prepare
and submit to A.I.D.,project implementation plans, in satisfuction of the
Conditions Precedent (Capital Assistance Paper - Part I),

Among the me jor activities to be carried out are:

(1) Install the fruit packing and cold storage facilities. This
will include finalizing the technical
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specifications for equipment, the provision of buildings to house these
facilities, and any legal documentation, such as leases, for the opera-
tion of these services.

(2) Initiate procedures to purchase the fertilizer, chemicals, seeds,
tools, eQuipment. components of the projects,

(3) Develop a specific plan for technical assistance and training to
be financed under the broject, and develop detailed scopes of work for
contract technical advisory services,

(4) Identify and assign counterparts for contract technical advisors;
identify participants for technical training,

(5) Identify and acquire the additional personnel necessary to staff
the project.

(6) Standardize procedures for customs cleararnce, inventory, assign-
ment, and maintenance of equipment, machinery and vehicles,

F. Scheduling

The project will be carried out over a three-year period (1975-1978)
with total annual financial contributions from the Borrower and AID be-
coming available according to the following schedule:

FINANCIAL PLAN
1. Cost of Project (1976-78)

a. IFarm Supply Distribution $1, 300, 000
Import Credit 1,265, 000
Equipment 35,000

b. Marketing $1,803, 625
Buildings 292, 656 -
Equipment 1,510, 969

c. Centrul Office $ 280, 466
Building 70, 000
Xquipment 80, 648
Vehicles 29,818
Technical Assistance 100, 000

Total Cost oi Project $3, 384, 001
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2.  Financed by:

AID
Calendar TA & Capital
Year Fertilizer Training Goods
1976 $495, 000 $ 70,000 $604,500 '$1,169,500
1977 470,500 30, 000 330, 000 830, 500
$965,500 $100, 000 $934,500 $2, 000, 000
Counterpart
CALFORU 390, 635

Credit (local sources)
Farm Supplies  $300, 000
Cold Storage $331, 300 631, 300
UFRUCA & JUMECAL Coops
and National Commission
(local construction) 362, 656

$1, 384,501

3. Percent of Financing

Counierpart 41%
AlD 59%
Total 100%

G. Evaluation

A joint CALFFORU/USAID Evaluation Committee will be establishad
within two months after conditions precedent to initial disbursement have
becn met. The Committee will consist of the four department heads and
legal advisor of CALFORU, »ep-esentatives of the National Commission,
and the USAID Agricultural Division and/or Program Offices. A CALFORU
representative will be selected chairmun as CALFORU will assume the
major verponsibility for evaluation, Representatives of the Ministry of
Agriculture, and eventually other GOU agencies will be invited to attend
specilic evaluation sessions of mutual interest to the GOU und CALFORU,
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Members of the Committee shall determine when and hov. evaluations

are to be conducted; define the need, if any, for outside assistance; and
arrange to procure same if required. AID shall bear the cost of any
AID/Washington personnel; loan funds may be used to procure short-term
contract assistance ac appropriate.

The evaluation capability of members of the Committee will be streng-
‘thened as necessary through AID Project Design and Evaluation Seminars.

Results of all evaluative reviews will be documented in a report f»om the
Committee's Chairman to the President of CALFORU and to USAID.
Such reports will identify any problems in project implementation, and
recommend corrective action(s) to be taken. The President will deter-
mine the individual(s) responsible for taking such actions.

The Committee will schedule reviews at appropriate times during project
implementation (based on the Evaluation Plan and Schedule contained in

the Capital Assistance Paper) to evaluate progress against benchmarks est-
ablished in plans submitted in satisfaction of Conditions Precedent to this
loan and indicators contained in the logical framework.





