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PART I - SJM1URY AND RECONENDATIONS 

A. BORRGIER 

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

B. GUARPANTEE 

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

C. AMOLNTS AND TERMS OF LOAN 

The loan is not to exceed $2,000,000. 
It will be a two-step
loan. The terms to the Borrower will be20 
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 Ur-uguay
will be 40 years with a 10 years grace period. Interest will be at 2,t 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 and medilum

farmers. 

The purpose of the project is to strengthen the institutional
capacity of a federated national cooperative. CALFORU. to meet the needs
of its small and medium members who are predominantly producers of non­
traditional exports.
 

E. PROJECT DESCRIPTION
 

The proposed AID loan will assist in creating the basis for
self-sustained expansion of CAI'ORU's primary operations, (1) flrrmsupplies distrib)Uuiou. and (2) marketingt ana (3) enable the institution to manage these expandcd operations efficiently and effectively. 

(1) Farm Sunply Disribution: The loon will help CALFORU'sFarm Szpply Distri-bui)en Department expand its sales from the presentyearly level of $2XCC)OO0O to over $P11 million by the end of the third
year of the pro*K ct (107 ,). 7These supplies, including fertilizer.
agricultural chemicals, burlap bans and seed. will reach total of 15.000afarmers by the end of the third year of the project. Loan funds willprovide $;965,500 for th;. importation of fertili'er and $35,000 for capitalgoods (fertilizer be 'ging enuipment and a fork lift truck), 
 while CALFOPU's
o n fuinds and approximately 2. 100,000 borrowed locally (of which $300,000will be incremental t previous borrowing levels), will purchase all other 
supplies.
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(2)Marketing: The loan will help CALFORU's Marketing
Department ins-fitwo-deciduous fruit packing and accompanying cold storage
plants for peaches, pears, apples and quince. The cold storage will be used
 
off-season to hold citrus (oranges 
grapefruit and lemons) for export. Loan
funds amounting to $831 000 will finance capital goods (cold storage chambers
and equipment fruit-packing lines and fork lift trucks). These new
elements and existing cold storage capacity will provide for exports and
local sales of deciduous fruits up to $1,446,000 and exports of citrus up
to $68P.000 by the end of the third year. CALFORU will also 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 suppored b-7 
 improved and more sophisticated
system of management. Loan funds up to $100000 will be provided for
technical assistance and training. An additional $68,500 in loan funds will
provide for office and accounting equipment. CALFORU will finance expanded
office space and staffing increases needed to assure a more efficient

operation.
 

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) M3rketing $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. Financed by:
 

AID T. A. and Capital

CY Year Fertili7er Traininng Goods
fI6-- P9-5-$5o $1,l69500
1977 470.500 
 30.000_ 330 000 
 830.500
 

$965,500 $100,000 
 $934.500 $2,000,000
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Counterpart
 

CALFORU 390,635

Credit (local sources)
 
Farm Supplies *300,000

Cold Storage $331,300 631,300
 

UFRUCA & JUMECAL Coops

and National Commission 
 362,656
(local construction) 


$1,384,591
 

3. % of Financing 

Counterpart 
AID 

41% 
59% 

Total: 100% 

G. OTHER SOURCES O1 INNG 
The IBRD 
 DB and the EximBank have indicated they are not 

interested in financing this project.
 

H. VMVS OF THE COUNTRy TEAM 

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

I. STATTTO2y CRITERIA 

All statutory criteria have been met. 

J. RECOMMeNDATIONS 

On the basis of the Capital Assistance Committee's conclusions
that the project is technically, economically and financially justified,
it is recommended that a loan to CALFORU not to exceed $2,000,000 be
authorized with "he followring conditions: 

1. Conlitions .recedent to Initial Disbursement 
a. The 11orrower and the Guarantor shall provide legal signature

certifications and satisfy all other standard provisions for A.I.D. loons.
b. The Borrower shall have completed a financial audit as of itsfiscal 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 theappropriate GOU Agency that said Borrower is operating within the
requirements of Laws 10.008 (Cooperative Law) and 14.330 of December
1974 (CALFORU system reorganization Law). 

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

e. 
The Borrower will present to the USAID a revi~ed personnel
policy, that 
 ill 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 goods
 

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

fa-ulment 

Borrower will present 
a satisfactory time-phased plan for the
solicitation of bids. selection of supplier 
 importation. installation and
operation of all eauipment, final engineering and architectural plans for
the construction of all buildings andimprovementst copies of contracts
for financing local construction and installations, copies of legal
documents concerning ownership and/or leases of said facilities and
operating plans for the plant.
 

c. importation of Enuipment for the Two Cold Storage 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 contracts
for financing local construction and installations, copies of legal
documents concerninfg ownership and/or leases of said facilities and
operating plans for theplant.
 

d. Technical Assistanceand Training 

Torrover will present a satisfactory time-phased plan identifyingspecific institutional development problems to be addressed: type andprobable source of technical assistance and/or training required to address
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each. Prior to disbursement for specific items of 
technical assistance
or training, Borrower shall present satisfactory scopes of work for
consultant 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, arid 
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 CALFORU'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 agro­industrial enterprises) in order to 
maximize benefits to 
CALFORU
 
members in accordance with the objectives of this project.
 

c. 
To retain and capitalize all earnings 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.I.D.; and to 
seek A.I.D. approval in writing
prior to making any major capital investment before the five-year

plan is approved. 

e. To identify the smaller, less advantaged of itsmembers and develop operational measures 
to insure that its services
 are channeled with some priority to this group. 

K. PROJECT COM,,fiTgE 

A. 1. D. 

fl ire 1 Duvqo~ nt Of"i,:cr: Tfhomas 0. Stephens, USATD/ontevideo
Excutive Assitont to AID Representative: Juan C. CrezOi, U2ATD/ 

,ontevideo
Agricultu~r~l Assistont: A. -nime Barcelo. USAID/Montevideo
Controller: Lauryn C. Drenfgler. USAID/,,1)ntevideo
Rural Institution Development Advisor: Iewis Tomsend. Consultant

Agricultural Economist: Froncis Kutish. U.S.D.A. 



Engineer: James Cooperman 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/Washington

Project Support Officer: Mary Kitherine Stephens
 
Counterparts
 

CALFORU Legal Advisor: Patricio Rode
 
IPRU Liaison: Rail Bidart
 
CALFORU Rural Development Manager: Clever Alba
 
Financial Analyst: Alberto Bensi6n
 
CAYFORU: Rafael Amnbile
 
CALPORU: Roberto Redfn 
CALFORU: Winston Davies
 

Approved By: 
 Leonard J. Horwitz, A.I.D. Representative
 



PART II - ECONOMIC SETTING AND OUTLOOK
 

A. THE SETTING
 

Uruguay's economic performance over the past two decades has
been among the poorest of any co)untry in the free world not afflicted
 
by war or natural disaster. It has been beset variously by stagnation

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 grow-th.

particularly in the industrial sector.
 

To support the consturption and social welfare aspirations

of t1 urban sector, the agricultural sector has. in the uast. been

subjected to tax pricing and exchange rate policies designed to produce

large income trqnsfers to the urban sector. The result has been to provide

disincentives to agricultural investment, inhibit the introduction of newtechnology and stagnate production. Likewise, a highly protected urhrn
industrial sector, mostly geared to supply a small domestic market. soon
exhausted its growth possibilities and produced stagrnbtion in that sector 
as well.. To mitigate the economic soueeze, past Uruguayan governments

have sought to control every economic variable in sight. The GOU creuted
 
a large. costly bureaucracy designed 
 to allocate scarce resources and
intervene in private economic decision-rnokin-. To the extent the
bureaucracy he'-ame iysf'unetionDl in carryinf out its interventionist 
role. the private sector was adversely affected together with economic
 
growth.
 

13. COU UCO1;OMIC POLICES 

After a Doitical rc:,;tructuring took place in 19'73, theBordnberry Administvition bernn a funamental development-refprm
effort. -!uL wiproved a N tional Development Plan (1973-77) and at theSan Miiguel rnd Nirvana meetings (Au:;ust and October 1975), translated 
the broad ;oals of the Plan into specific policy and program guidelines.
Essent~ily thencc guidclines call for (1) a gradual reduction of state

intervention in the economy to allow productive patterns to be 
determined by market forces, (2) rejuvenation of agriculture through a 

- 1
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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 dealt a series of external
blows during 1974. Sbarp increases in prices of oil and other imports.
together with restrictions on beef imports into the European Common
Market, resulted in a 1974 balance 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 end official capital (including D? oil
facility assistance) reduced the payments deficit. The fiscal deficit
reached 2G% 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 taxes adversely
affecting production without offsetting revenue increases. The inflation
rate reached 
07 0 reflecting, inter-alia. 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 GITP is estimated 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 Nirvana policy guidelines. There
has been a gradual movement away from statist intervention in the
economy toward a free market orientation. There has been good progressin selective liberalization of price controls and more rational critria
are being applied in considering price increases. Industrial uromotionand foreign investment laws have been put into effect. A civil service
reform is being carried out. A perceptible improvenerit has come aboutin the operations and financial management of several state ot erpr!i ses(airlines ports. Dostal and rail systems). Prices of roods and servicesprovided by state enterprises have becn raised to reduce operatinrrdeficits. A basic reform of the bunking system is being preparedhelp develop a functioning capital market channel 
to 

and savinrs and privateinvestment into productive devrclopment areas, Exnort procedures havesimplified and capital goods imports liberalized. 
Leen 

A basic reform of taxpolicy took place in 197) to reduce or eliminate a niunhur of low-yieldnuisance taxes and increase thc valie-added tax (IVA) anc the landproductivity [-ax (t?.IPRO I). In line with the GO's fiscal strategy.these taxes will become the GOU s principal revenue sources.
 

A positive factor greatly benefittinr, the GOU's development­reform effort was the appointment, in July 19"i. of Alejandro VeghVillegas as Minister of Economy and Finance. Vegh, an experienced andhighly regarded development planner. committed himself to vilorous
implementation of the National Development Plan and the San Miguel and 
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Nirvana action program. In 
a series of audacious measures cnrried outin October 19711, he liberalized the financial exchange market. 

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
substantially which has moved them closer to positive interest, rates.
The GOU has also taken a number of steps to stimulate a functioningcapital market in Uruguay. including permitting private firms to
issue readjustable obligations for trading on thc 
stock market, and
dollar denominated Treasury bonds with attractive interest rates.
These bonds sell well and have itracted significant new capital
inflows which helped reduce the payments deficit in 197h. 
In addition.
the GOU recently presented legislation to the Council of State providing
for monetary correction (readjustment) of loans beyond two years 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 expansion of production (5',over 1973). Favorable price policies. correcting previous distortions,
have spurred agricultural crop output. Non-traditional erports.primarily agricultural products. increased someprices for wheat, sugar 
60-1 over 1973. Supportand sunflower oil have been raiseddesigned to eliminate to levels

deficits. A significtnt exompleUruguayan fanner of how theresponds to price incentivesin 1has 1,een dcmonstra''pdthe case of wheat production.
to the world 

Wit" a price to the producer closemarket price, wheat production in the 1971' /1073to approximately rose526,000 tons. leaving about 100.000 tonsreserves nnd export. availfle forThis compares to 31974. which some 
a 0.000 tons wheat harvest in 1;)73­fell 20.000 

due 
tons short of requirements. Unfort'unatcly,to world market conditions, the li;eetock sector wan serious:lydepressed in 1.974, accountin z for a *;ro',rth rate of around Ii". 

During 1971 export. Laxe- o. 'weool- ,veand 1een virtuially elin natedthose on beef substantial, reduced. ile there wat- ;ome revenuein 197l which contributed lossto the fiscal def-icit. the c(J is compensatinr,for the lons-'r increisain, the land procuctjvit[ y t.' ,Collectiors from I.rPB0>,; 
26.P 

have risen from 5.2 billion pesos in 1972 tobillicn in 1971, (in real 
 ,erms cz increase of );C ')
the major t,-.:c hurden For farmcrs to land 
, thus to­

otrnership and away fromprod.ction factor., other(inpis). TIAs rnould serve as an incentive to moreproducti.ve ure of ngricultural land. 

http:producti.ve


In October 1974, Minister Vegh Villegas requested an IMP
Standby and IBRD development assistance. The IMF/IBRD agreed to begin
negotiations on the basis of GOU agreement to prepare a comprehensive
macro-economic program encompassing both stabilization 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 GOU economic program set forth
in a formal letter of intent recently submitted and I2 
 Board 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 program
year), the fiscal deficit to 15% of expenditures in 1975, and the year's
balance of payments deficit to about $70 
- 80 million.
 

To meet these program targets, the GOU in early April. announced
a comprehensive series of economic reform measures, involving a streng-thened
price control system. wage restraints 
 a phased liberalization of the import
regime, reduction of the fiscal deficit through tax hikes,improved collections.
and price increases on public sector goods and services, 
a carefully controlled
credit policy and a 10% devaluation of the commervial exchange rate,
which has about eliminated past over-valuations, ad places it withinof the current financial 
rate (e.g. commercial rate is now 2.300 peos/i 
3j
 

and the financial ,*rate is 2,500 pesos/uS$).
to Minister Vegh has the intentionunify both rates eventually and allow the resulting equilibrium rate tofloat freely in response to 
supply and demand.
 

This package is probably the most ambitious and comoren
series of economic reforms Uruguay has undertakn

previous IT Standbys which 

in recent years. 1hlle
focused primarily on nusterily :meas -es toreduce inflation, the present program seeks to link austerity wit>mentary development effort a comple­assisted by IFERD and privatewill bank loan,:, whichstimulate productive sectors and help maintai., reasonable levels ofemployment and eccnomic activity.
 

Mst imnortanL however, it repsents an effort sirml' tin tostabilize and rest ructure the econo::-,r -. aw fro:r its inward lo:ih,:
focus on import-sustitution iost 
industriali:,ation towardfor an export orient ationboth arfricultural and agri-industrial products and arriculturaldiversification through expandin.- non-tradi lional exports, 

Eiually si-nificant to the economicinstitutioala policy reforms are thermorms announced. The 7Bank of the Republic ,YOR)hnsbeen virtually stripped of its past pervasive control over foreitncommerce and its freeehIm to operate independentlyHereafter. of' COU credlit pror rams.the Central Pank now dominated by supporters of Ministerwill. mana,'e the imoor-t regime 1e-1.
and control I-T credit emisionrediscount throu.-h itsfacilities. This latter reform wan; insisted on by the II.2aensure that the toiBOR would not emit credit beyond the limits or the agreedcredit program indicated in the Standby. 
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An imnportant new factor to be taken into account is a new -f­economic cooper-ation agreement between Uruguay and Argentina. The agreement
provides credits and trade concessions which will permit a range of Uruguayan 
exports to enter the Argentine market without duties. The agreement alsoprovides a $50.0 million credit to the GOU Central. Bank for financing
privcte sector capital goods imports. A similar ag-reement isbei.ng negotiatedwith Brazil and should be signed in 1975. Conversations have been held withBolivian and Paraguayan authorities for complementary economic cooperationagreements. Thus, for the first time in many years, Uruguay 4will have..accessto the markets of her large neighbors and expanded trade relations withBolivia and Pbraguay. This is especiall-y significant for the proposed'AIDLoans in agriculture since Brazil in 1.974i became .Uruguay's mst inipo'rt~nite~.cort market, especially for meat. There are many-indicat±'ons that,thej. ~.B3razilian mnarket, is ready to absorb substantial amo~unts of'4agricultural­exports from Urur5uay, patticula rl-y wheat, and, a a t of non-traitiona
products, if' these new agreements begin to function as expected and1 ifUruguay canl effectivel-y implement expor _y,~~etsraerte4; medium and long-term development prospects would4 appear to be favorab. 
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Outlook 

Perhaps a significant long term factor favoring Uruguay's
 
prospects is the role it can play in helping to alleviate world food
 
problems. For Uruguay has an extraordinary resource base and comparative
 
advantages ip food production. Given the right set of internal 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 a 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 en.:bl.e CAT2!OMJto offer its members a new, profitable export marketing alternative.
 

AID assistance is being directed to CALFORU as the coiitn'y'sonly national rural cooperative organization oriented towar,- assisting

the small aind medium farmers. 

The basic rationale of the loan therefore is to assist the insti­tutional and financial development of a notional nrnl cooperative orjnniza,.­tion, CALFO}IJ, in expanding its services to small and medium far:ers whoare the primary producers of non-traditional exports whoand constitute akey production element of the GOU's basic agricultural strategy. A.l ofthese factors support the of the GOU'sgoals Agricultural Developmunt Plan,and coincide with AID's sect6ral priorities.
 

The more intensive cultivation of crop land by the smevller flrmersdepends in part on availability of modern technology rnd credit. AID i.­assisting in overcoming the technology constraint throi;gh the Agriciiltun-,]Research and Technical Assistance Loan ( ;L. 5 million to be authori~''( inFY1975) to assist the Ministry of Agriculture in expanding its t:t4on;jL
network of research and technical assistance centers (UEDp:.) to hatter
serve Unigi',aynn farmers. CALFORU members, together wLth oth,_.r ,uhm.>;nnprivate farm se:rvice organizations, will participate in th. benefi ts of th .­
program. 

The GOU strategy recognizes th:,t the potential far e 1',n.in-yz;"i­cultural production using traditional extensive technolofgy 1-L t:'c>.
limited. Therefore, it 
 will recuire improved efficiency in the ucstock land and to release some of the mo-e fertile land now in ifor diversified crop production, particularly for non- 'cuito: . -

CALFO:U s request for AID as.sistance for ti-A? pr.'ec
on its very limi.,ed access 
 to domestic credit '7ources on r',:,..)nz ai, _, t'_.,-:I':.Given the absence of a functioning crpital mrket, in Uum(O:iy, it 1),opresently possible to obtain medium or lonr. tern credit -"r m- *t c­jects, except through cxtern.'!l financing. CAL :ONU , r-,,, tc,?.-. .does h.2ve 

term credit from the Bank of the Republic (1O: ) and p 'ivie:- , 't:­terms of such credit has limnited CALI-'ORU's financing cnpa:city in -:eet-n

the e:pinding needs of its membership. 

The loan does not directly iddresscrease3 all of thIe c-n,-' .riir;t t -, in­smaller f.n.er productian and incone in iJrugC-ay. it : pi--i) ;s toad(1ress hz?';key ccnst'rmints previously described: ( ;v:i!*bliv far:%) ofinputs, ad ()) provision of aIternative mar.eting chnnnels. B1"the institutionl Jevelopment of CALFORJ. it toseeks help poriLilg .rtive svc organization ­with limited finanrtial resaurces nnd r.-:rnfrewncapacities, evolve over the life of the lonn into )amture and efficiententity ctpablc of self-financing its ownr medium and long tern Errowth, andbecoming over time a significant element in Irug.,ay's rural develop:nent. 
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. havea ,hectare o Vineyard and a f.r..r ho. .r' - F a inoCland for the family cow, is used fr the' econo..i.i. :Profile o hii t r'ret
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Pea rs
 

.7
 
Plums-7Quince0.0 
 1 	 , 

Total Orchard 	 11.0
 
2Vinc-y., rd 1.0 

Uncultivated. Land 2.0 
Grnzing 1.0 

2 112422 

Tctni Ftirm 	 15.0 

Gross Income fr'on Sales P1,oo 
 22422 

Production Cost, 
 3,0002
 

Net 	 Farm Income 24a, Poo 2 2 

PIlus Vnlue of' "on farm" consumption 	 .i0 2 

Net 	 lk.itly Incoric fr'om Fruit Farm ->O,') 

V 	 b. Economic Profile - Field Crop Thn 2 2 

I4ot fori-,s which produce field c-.ops raseals 
 24e-oc 

The 	 wn,.st typic, l co;,ibinzjtion is whent nnd livectoi2K7j. p 22 2222>A2 

2 	 The ~~l/viZprofile,_is ofna~001c n e fai-r, wi'ithj -1b:2222,22t 
2 '* ~,2 thild of' itr lond in -.'.'hnt Lind2 the remninder used ~22
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iiig-iotoo tfv64!yn Methods'~ 
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S''Net Family Incomefrom~ -y ~jy
~-~ ~ Field Cro.p Frm~ $~6-, $3i~o 

ieldc rop producers~ are .Lncl~ud ed in' the disu1noftr

mdliniomc. of 'the s e wJbenefit from the prj t d
 

vaila bi i Ly offrHupe~ foweve r CALIPOIU 
 imnports p,,, riyftri 
fLSuppli2es in demn nd by smallerpodcs (fiui h'refor 

the ajority .of increased vouen f~pl2e is expce ttobf r C 
smalerrcthr ten arer producers (Pa'z+ IV -A) 

A1Lhough employment generition is not a Purpose of thic pro­.iect, by 1970 CALFORU is expected to npy prxteyq ro 1 (:i
anid part time) in its expanded operations (botth in itv central ope-tions rnd
in the operation of the pncking 
and cold stre plants> 

InA addition, it can be rissumed thr) with the provi-,oil ofalternative m,3rieting; ch!innels for certntncrops and the incre Asod u: e of
 
farm supplies - ha1 the demand for fo~rm 
 labor will increase. 

3. The Benefits 

A lanrge number of producer s for some time haive suf fereJ from- GOUpreoccupation with urbon problems. It has been~diff-icult,-some Lie r~ps
siblc, for The firmer to obta.in the -basic- se.,viCC!.;! r nusncc~r
his pro:duction oper'.Iti onz. Pr,-xuction options 1linv been restrLntec;ir

tunities for innovation riave b~en limited; indhis riuletinrhave been very limited . le ma..Ly be nt *theirercy of rid'Jlor- or one-10~purchraser or process7or .,here h-La b,irg-iiAning power is prac!icnl~r nil;iis )liiost impo-.ssib.6 for the individual. farmer to -irprore-1 11wttb bithimsec1 lf. For- e;x Trlple, if he understood the imnpor' procedu~rereg-ul t' nsihe uindorstLood ho! -lo t i oe~ r;chhe C0,

exports throligh p,,rm!.itcs. tax1es, fees, tind finnnniialt.11 
of u,.eCS-Cprrc.nss nre so time consimiing that, should hc nftterrpt to ciout- DA -h-l 5hlmws&If, hie %-.oulc1 not lave time to work ,i. s fririm~ ;' * :~I L -,-' 

o tivoo
Isonl y Mh'h~coopcr ieio4Whhthn&e' 
­Producer's contr ol, thlrt. o1f thesc.e seric'es ~& beu~~ zuvr,.J. ,te -in,1,)w -c~itOr------------------------­

in hoS- area. - Thc. AID lo: n - -n,,g4 r,.~* I" midonn 
'~'~ftat 
 stmo:eibo'r'~ es 1) needed 'I jupl1A'_ ~I'M -n,
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4. Implementin n; 

a. Historical Background
 

The present National Commission for Rural Development was
organized in 1915 to §erve local affiliated Societies for Rural Develop­ment which formed along the railway. The Commission acts as a trade
organization,represents: sn:all 
and medium farmers' interests with the
Government, and receives very nominal budget support from the GovernLment
as 
well as other special benefits, such as tax exemptions. Commission
activities are financed primarily through members' dues and some develop­ment grants from other donors.
 

CALFORU was organized in 1960service cooperative as a primary agri cultural
by farmer members of t-e Commission for the purpose
of carrying out specific farm supply and marketing activities.
 

The Tables which follow show organizational rc:lationships
between and within CALFORU and the National Commission (C71nR)as as well
operations of CALFORU's four management departments.
 

Income-producing business activities are
CALFORU, while carried out bythe Commission continues to concernfarmers' itself withoverall welfare and theto carry out special developrentalwith national projectsand international resources. In addition torelationship, the historicalcommon membership and overlapping
are board membership, therecontractual arrangements between the two organizations. 

b. CALFORU' s Structure
 

L~aw 14,3 0, recently enacted
the Commission, provides 
dt the reauest of CALWORU andfor reorganization of CALFORU. As re:ultathis law, CALFORU is ofin the process of becominfederated a secondary-le.-,lcoooerative with a membershipcultural coourativeo of over 250 primary level agri­and Societies 

also 
for Rural Developrunt (:.:R's) ..authorizes l,SiR's to operate as colrmercial entities. C'LFORU'the Generai A:s.mUJbT c:.,' r formwhich elects a Board of Directors .TheBoard of Directors Presidents the Chief Executive wno, with 

of th'e
Board concurrence,solects the li,ds o, the four onerati.ng deart:Ints: Farm Supplies:Di'tribution; , . ;:tii: General Services: an t T foFinncial. esc urdepartment heads form a management corilmttee opcrating{ by consensus.Final decinions, are the r nonsibilit, of the President.dcartmints:, Of the fourtwo :tre incosme-producing

Supply and or "profit centers" - Farm. ,>rketing - while the others are non-income producing administrative 
,;upport fluictions. 

http:onerati.ng
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text, they ernphasized the higrh prior"-y of iAve,-tmontDs ride inll 
rescnrch, Leclinology nnd a gricu lturnr.extcri~ioiWn.-

InVm del .Vb o ie Vc. C, c tk 

V ........V 

VVVVV 
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It is the Mssion' s opinion 
that the o~ject ive.; o' the roprolud 
loan are fully consistent with the recommoendations of thf- lust CIAP revo.~wof Uruguay. 

7. 
Certification of the A.I.D. Representutive 

The A.I.D. Representative certified onto the capability of CALFORU to execute the project (PART VII). 
May 2, 1975, as
 



Ik 

PART 'IV PROJECT AMLYSIS' 

A.INSTITUTIONAL DEVELOPMN F.A~R 

~,~J.. ckgriound," 

A LOR U began conmercial~oe~in n16 'iiters'rind atin 
~cooperative,; .- uyn'a- suppedrct i i mpo96rts an ncainal 

and ~5efn'temtoits 'small and med um-f'aimer 'i mb~ OeS ie, CAI ORU has becom th~rmary source of' farm supp ies'.for producers
of' non-traditionalfcrops in f'oimula1ted fertiliie±s, urea, insecticides,
'herbiides, jute, Tor h'~Cir seeds~and seed'~potatoessoand by reduci~ng ~ 
profit~ margins has offeredlits. members consistently lower, prices fore 
agrleturlin6t tan its private competitor's. CALFORU ha s not been 

abe~osatisfythe etimated demand~of its membersf'6ithse innts,''the _kie constra1int'bing iite&i 
necssaf'' inci'esing the voine of' form supplies handled. , ­

Reconi~irig that ,increased earngscid be raiethrough1' 
exportation of' the non-triaditiona1 cops. typically prodc1ed~ by itVs ,members
CALFORU elected to' become 6 imrieting,. as iwellas famsple cocaie 
However, expansion of' CALFbRU's marketin ctivities-is, homee arl
limited access to export mark~etig facilities. c.-poesn, p~~rdackingly byn
storage, lack of marketing channiels. an cin yh,,iooemngmn andi 
necessary to expand into exportation of-more than a fe~w commo~dities. 

,' U;Al 

In slightly less than 10years, CALFORU hias ,become a-rmajor
source of' farm supplies for pioduce'~of' non-tradition'l expoits and a 

potntilsurc ofinceasd epor eanings for.this-same g~roup. There "

­

ps ota source ncRU w'd ert,~
thft CA exoti
ob AIOU~~l 

operations and range of' export marketing servicesto me~lrsitout'tho
 

i0n ht otne to expand~ its yolmeo f.:LSuPlY
 

A.I.D. loan. However, the institutional coacity'to realize such expansion~

would be severely liie wihu,...la~sisano oadeste
 
primary capitaliz~ation and institutional 
addresses the capital constraint by la fiai na ''ad' ou,.-o
farm supplies (fertilizers)' sal's to generate sufiror tcbpt- fo 
CALFORU to exirand operationfs in the'next 'few yearis#.Wt~nipoe aia
base. CALFORU will be able to increase lclboii'oingbth~ to meet,~groA
demand for farm supplies, (particularly.,fertl'izer) and~'tosuort e~pansion 
ofismreig evcnEpnemreig;srie ilblpn'ih hfruits ira)ttn 1r~ig evca~l ispl~~cn..~jant as onc .fri~packing and cold ns6r lns lso6 7
~ovi a.1,e ng A.1. ace 
(Iniportation of cripital",gooQa) At the"smeAime , thc A#I.D. Z 3 

'~' innance technic'al asitice ohl niiat, ALFORUtJ U i 
strn~tezi~g to foster xsaidedsales -and! servic.es. h'i. 

fromi ~ot er 4 sources,[as descibed, later in~this seon' (Sec Pa I
for~i prjc io '<-2idetailed 
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2 Projected -Grovth 

It 1S, One o0 *AAOR idir i pesh organi ion 
gag,~acivtis whtch incrlease~memers!in ome. CAI~O i partitie' n iincreasina benefits odn ar' Mf,
t:j


ItM mers ini t 6 1-tujo searninfs.tTThs year_ or exa le-' ALPFl1
l's o undertk PitAroetntomato, cultivation: wrhi c lpinning a 

kafetriariy IDl1producers whio pred orina e in the rem e'b i f-h 
2SFW a. U)Atima 4.ely CAL ORUU'lould like 'to aevelop torato proces singfaci-lities (e.. a oma o,cning, p an which1wilL'1incrseain j 

A 

from. exports. Several'o xher~ n Fr~o-ndu ia±l- -pxnions. 
Ae'g a potato 'dehydratio pli),are under preliminary cn1 nierntin

by.ALFRU 8dwill be' develop~ed 'r ly, 1.e. tothe -pre-febasibility
-stage' as its fi~e-.year d e4flenplar is. dhw ~~ nicol 

adioysries fiancedsinerplA.I 
Alon See Part IV.1I3 for 

the demand fo6g'ri'ultua iniputs and provi'deos'pi'fitalc akeillrn Outflets 
it wil attra&c moemm~ ence gre e Ademand. CATP' 0ya'
goal is to meetBalos all of this danond. Tn orde todo1this, itwillhave to contin'ue't& keep'costs',to-'a minimum seek'theand mnost. 6feficient 
methods of operation.~CAL'ORUA h alre~ady establi aed such 'apatr ion~'~"
farm supply im orts and, ditiuin, Th . inlDAloan wi'll, a S5'i 3*adapting that pattern: to a greatly epnded' volumne of fa~iupplies: andzA2:*will give CALFORU initial experience in deinigadokai a,lo1 wcot.L

4 agro-inaustrit-l marketin channel'. wichir4ll eoble it 'to follo"'I throu~h4li 
more effectively on its plans ~for flttui~e grt i'ivlr#'ro S'cfi
CAIJFORU technical assistance needs and plans forits prision ar'e'

discussed later in this se'ti6o.A 


.A 

The following dicsso tret ndtiterai.ta
operations of CAIIFORU. 1pecific ways 

and
and in which it will be evmanded andA ~AAstrengthened under thle A.I.D. project. ~A, 

3. Organi~ational Structuxre andFunctionsA A 

As shown in the p'r eipOi~ itJ'n~lar (Pr I )
CAIYOQIU' s orfgani~'ational structu're' reflects its dutal~fi~dctin~ as aAAh, A4farm supplies and marketing 66opern'tivc. A 4 -

The heads or CAFRSfordnrmns eciepaar'n .a-d 'eow CAfQo's' fontrna ,aa~mn f~l~led A A4'Aoperates tile coperative- ohacosent,,u s, a -A"B'sp~rdn

Serves both 's Cnrn.Qf CAI*OR'OflPba of,DrcqC.A"A'oandE) tnd'ac CALFOIRUts Chi''flExec 60ff-1,CL0R1d~ e~o~o1'~ ei 'c1t oeirno 
Ahave, 
 eea alte s s ao th rcoop p' 

http:ndtiterai.ta
http:searninfs.tT


Howve,he reidntpr omeeucinso'aGeea angrithe, sense that he ,represents,he -vi.ewsof'monagement ,to tel, rdo
Direc ~osahs s-ina1 :responibily or-manae,,eent decisin mdbyVU'fU ille uniqu in a cooperati-ve'-type ,'sruc ure'r he.. Mano~mby, consensu, approach :a'eqatettofAIOU's needs.d leaders,yhspoed
+++ T i,. r+.~ eof~ ~ th asi their_ key,staff',,aebsns~K

Vorieznted, and have had many years of experience with CALF'ORU or ~5hragr Ua'I-__uoperatives (s66 Biogr phialaa AnxIIIr> 

Prior: t6 issuace. f <h eeie 97,CLDUssereraiztion law(Liwl4t,33b),>CALFOR' 1974, yeU's status a na~pprii coperative,and th'e organization of S6ietis AforRural Devlren (SFR's)~ as civil~x 
~ ~i~e1egliyable to dal only

wi±th individdu,,iner members of' STR's.As result Of' tJhC ne 1 R-4111 be~permte toeuoicti1on as comercia e.Taii C.±I1itile
organize ons,.iil be' able toCA~ 

y,~ 

CALFORU'salegal -counsel is- assistin~g the localiSFR',s inmaking the neces'sarybyaw'h onirmto elw. eie model.bylaws ajre being prepared. (See.Arinex~III foi odel <Bylaws).$SFIV's willalso.be required to estoblish registers f theirtmembeis, describdin
 
the preding sectioni.
 

CALFORU is modifying tblasareurdndwlopae
as a scnaylvlfdrtdcooperative, with both 8FR'S and~local~ coops as members. 

Over the next m.ixionths.~ inividuals who Uptohepsn:were the only legal CAIL'ORU memerswill 'either r' tl' i~eot­
membrshp rihtsto their correspondinniSFR.'s or- local coops, evthe new membership req irements2,t,+:,ond to full1yr utilize the1 oranaiA 

opportunities granted by the niew lawq. (A 
++ 

ex IiI. 
J .++ ++AR[ I 1 i i.... +? 

relationship between~OALPORU aiid thp'localrSFR~' n6 coos.Spcific~aurie­ments willte be signed 4~ith organ, ationsi

in one or irore of thb6marketing', farm supply', cropprootin or other 
projects offered byr CALFORU.: 

* 

-a. 
 Farni-Supply~and2Distribution 

-

Thsdepartment isresponsible for CALFORU's entire ,TO a ?1operation2Itprocres fertiizes hmia -b~urlqp- sced tobos. 'ahd­
1equipme~nt, fIrom domestic and, fo'rei.-*n souz'c e., Re ta i sl le1s,, h r jthe countryaro 6ade throup~ the lb al"cooperat an. Sa' es a'

A~V CATT'OfU fie.1ld-cnlmn--ser~ic~e tie ar ous- f cL arc l 
-central~ saf f, nriang r~ andl 'local p, hoss. 

4 

http:STR's.As


Field agents co lect croibyco e ddta at th' oca

Coprtv/T"O~a 
 amr ee.Ta d and is a' re ad a dprocurement dcsosae adbaeonvi1ablefnn.prices. spiesd vJ all or be is, ed 

oneio o Elv andoso7rce
sek c ,k-d-ntitwthdffrn bak t$o eZfndningeen 
coniton governig c r er, amimorr rchL, R 

4OR, aoes ,, ' ,6 e-eSeedd tt _~dy Personal 
6'-oeni'cei 
 for C 6'a imp rotae , 

<2Pivt Ohr nors 90 2 a4 1 <Personal 

xdepeiids on need. 

-- The GOrgltoscnenn.fnacn 
 fiprsi effect'<since 1971, was re'centl~y replaced by aIninter Iim mneosuxe requiing ~adeposit to be maide in the,Centrr1, Bank, o,~ai~inprsp 0o l~e~'
plansare to eliminate 'tfils6deliosits! by yeair.end~and further free up 11thA'import process. 

i&~ 

The departnienf'regist-rs imports and places orders with suppli.ers.
When received import orders are either shipd' 1iectohe local cooperativesor toor SFR'~s an irmediaze point.for'Ibagin, ixh or oter porocessin,:before dispatch to locsilrecipiefits. Xports-an do~mestic 
ucae r
scheduled to sirive so the 'may,be de1ivered' to'oa c purcz@Tases arecame time. All supplies ae delivAered 'o:1ocaV rga zations on consigmnent,
with these orgnnizations receiving pec''ea of sales plusther'cost oftransportat.ion.~ Farmers' piichas&e'H su lies6 ,for ' ash 'or agaiinst cTh (e'itJslips 
 which they may obtain'fro tthej.WR.' Suich credit slips are depo;ied­byr the local ogn7toi n'ihAFRUs ,account, Whendcp,oi'd in the B'OR,the deposits are used as 'aymntso CAYR loans., CAIOdoenoarrange credit or 5for, make crdit' sles"*tlo' jocl organi~aions'or farmers1. 

The department constantlyrev- sis rii, policy to'-a~sreproper ,balance between-nmaint~iif 
< 

a1rp he ~t amner"!6nd2 CAF 'U1s0capita1.ization'rneeds. This'- systerA hb~s ednibl'6d CALFOR o n prie,6iai tnoft 85 95 'of thos offered4 ,ri~ae Co( ae'1'On e n ~ checks oh'i oitgde zaassure'acerap als e. en 
4 K' ~ ~%ditiuin 
 areeis 6sih'CUR 

7Y 

A ~~t' 1:211ih CI~O 

http:tthej.WR


'A hf GOU subsidies,'or rerltl -~,eiw w re i 

,in'197 CA LFORUT S!re16 e.l lowe prii ces ,tpI slne tx4, vee o1increased land1productiviy Pr aeexpec 'cdAo~ re I ed
rilin tii'z'er demand. Thsdmndp erimar1t6'~o,,and aimnium rsulph6nit e4:6' T~R mme c ss a 

cornotlir in. crops. fci i gr'ps a oepe as bee0 
and egtbe .Thphsheswhcar sed mainl
-Pastures,-are purcha,7ed by farniers d rec ly f£r th eaKd ac Ili~s. CALMOfe1klizer demiand' and' supply "siution,,:cacltd on the", basis' of the' AID.lan (I mect, ons)' i projec6''d as fbllowis: 

1975- 1.9%6 r~ 1977 < 1978 x 

Demand 326,2o4J 45,198 5,1 5,8 

.:morsiO 6.ooo ~ 20,750 >36000o 

Unmet Demand 132,204 ~ 29 ,1983 35,767 ~ ~ 21 586 «j 
Unmet, Percent 9%65%~ 63 

x See Annex I~£or back~-up documentation on frtilizer cmiond onaly is,and Part IV-3 for~financial analysis o£f'ertili:er operatlons. 4 

Without the AID loaon aiidconctrrent measures1to rtain iore ofearnings for capitaliation purposes. CALFonU woul~d4cntinu to '4 'r4'at approximately present levels, (i.e. meseting. sboutT 8.4% pf ffilioteo ' demand) with only small increments' involume~over o".lngpriod'onThe AID loan w~ill enable CAIL'0RT1 initial-ly to Lincrease voluzn&by mre "'than ten times over the next few years, and, Msi ficoantly increade .th&"earnings base from which capital may be retained, 
">44>4 

CALFORU will require additional 'saffi'ng an~d"7Management copa1bitto insure that the incrsed voluime '6£ sale "dY l~rlotdtrnnss44Qina inhandled efficiently. "Theserequiremeitstare desc'ibd 41ater.-ih,isjsW" on 

4 ,i 

A 4 

-

44>4 ~ 
, > 

4-."~ 

CAL~PU currently meets only4 4%.of nainlfriirdmnEewith the A.I.D. loan, no qie4 o CLRUdnd ilri stl av oLmet through private competitorsby17.rJF
most of its affiliate d m n o t,e s n t e e e r .T i w o 

substantial- increases pr?~tdjn.,ntoa demiand.- in,"h 'of c htmoof",CAIFORU.'s imworts are,'for 'non-traditionaio4Athe~phosphatea hc a~urh ofuo£ ocompeti "I 
CALFOR.1:loe>pirices (wichi have'~ iniot 'de)4ow')" "Should~not re~sut iIn such prc~co4$itlnaB-t rl,''i A
servinS an inicreasing share of the ma ket 

'4 
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Garlic - Each farmer harvests and grades his production. It is
 
then delivered to a CALFORU garlic facility in Los Cerrillos for mechanical
 
cleaning, grading and repacking in export sacks. Advances and final
 
payments are similar to that of fruit.
 

Honey - Presently tanks are provided directly to the producer
 
for filling for export. Export is arranged and handled by CALFORU. Once 
a new FAO-financed honey processing and homogeneization plant is installed 
(1976). the farmer vill 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 throufh 
CALFORU receive an advance based on estimated sale value of the produce. 
CALFORU provides services such as locating cold storage facilities and
 
buyers. The farmer receives full paynent after the produce is sold. 

Throurh the A.I.D. loan. this department will be alle to e:x:p)Lnd 
its currently limited operations in the exportation of crri. beans honey 
deciduous fruits (apples, peaches pears ouince) and citrus (oranes 
lemons, grapefruit). Loan financing will be provided for i:nor! -d capital 
goods and related eauipment for two fruit packing, plants and "wo cold 
storage facilities.
 

A total of 114 deciduous fruit packing plants (10 near M:nt,-,dco) 
and h citrus prcking plants (in -,he main Droduction area, Salto). are in 
operation rw. Most cold storage resently avoilwule for fruit iof 
older plants mrginal to the meat exoorting indutr-y. ,ki,hty o:rc,:nt of 
capacity is represenled by two cooncrative-owned plants ins:,al]ed in l07b at 
the sites where CAl",U plans to install two fruit packing plants and rc a,. 
additional cold storane. 

Accordingr to the feasibility stuidy conducted for thle rprono);ed 
packing - cold stora:' facilities (Annex i), several factors in the exis.ting1 
fruit r;iarket cobine ,o depress returns to the ftrmer: 

-L-	 lack of narketin, -;,rvice, informa-Gion, and exparti in 
Uruuaiy which would expand farmer introduetion into exoort 
marke L!s' 

- - Inadconma.c packing and cold rtore-e facilities and ra-latei 
servicos to absorb "peak" prod1hrcfion of the various fruits. 
waichi forces fruit onto .:;e do::Iostie mrhe, in nut t, ies 
wnich ]t'r prices roir idernbly, and denies far..-crs 8ccQss 
to export markets were enrnin:,, ; are hicher. 

-- A ::,:;te. of middlemen (notably self - ::oloyed truckers) wo 
purchas;e fruit directly ftrom thefarmer for cnsh. sometimes 
as nau}, r,7 a year in ad'. ancc of u1e 'a ",e 
offered le producer :1y tlie middlc.i,.nn is considerably lower 
than could be obtained if he particil.pated directly in the 
economic returns of marketing his nroduce. 

http:middlc.i,.nn
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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 above. The feasibility study (Annex I) shows production
 
levels of the various deciduous fruits and market demand (particularly in
 
the Brazilian export market). and indicates expected demand for packing
 
and cold storage capacity:
 

Summary of Feasibility Study Findings
 

Eighty-five percent of the area planted to deciduous fruits
 
(12.300 hectares) is within the project area, peaches make up 558,1
 
hectares, apples 4.192, pears 1.037 hectares. plums 859 hectares and
 
quinces 461.
 

An analysis of varieties, yields and harvest cycles has been
 
made. Normally, 80% of the various fruits are consumed locally in their
 
raw form. Exports vary from minim'un amounts to 355of the croos, the
 
remainder goes for canning, juices, and other uses.
 

The analysis of market demand indicates that while non­
traditional exports have begun only recently and in scall amounts,
 
the potential is great. given the general auality of the fruit, the
 
level of consumntion demand in Brazil and the fac.t tet ruy is clon-:r
 
to the 'Irazilian)market than the comneting area:, in Arjenti:.,. In tYre rase 
of citrus exported to Europe, demand is also grreat while errtz to kte 
have been small. Uruguayan production is off-season in co:nparison to otur 
exporters to the European market.
 

Analysis indicates two packing plants with a CC , n ' 
kilograms per hour each in capacity. located Ot thfo sites of pre:<n. 
cooperative-owned cold storage facilities would "'(feasible. Ar(Miio:,u 
cold stornage capocity for 50.000 boxes each is olso feassible n', e:-r¢ 
packing plant site. The packing plants vill process peaches. pfwrs. 
apples. ouince and lemons, while Ihecold storoe will 01so K:e ured
 
for temoorary storage of lemons, grapefruit bnrI er,',-es rroi.ni and
 
packed in Sal-to but exported to Europe via MonteviC-eo.
 

Under the A.I.D. loan. the new fruit mar!;hc in;- operations will
 
follow these processing,, storage, and sales procedures:
 

Deridiu-us Fruits 

efore harvest the farmer will make arrangements for CAIX.ThI 
to receive and process his production. Once harvested, he will deiLver 
the fruit to the plant (or CAIYORU will arrange transportation on contract 
with local trucking firms to pick it up) where it is receLed adri sorted 
and a record irde of the yield of the various g-rades.'Th[e fai-er will 
be odvanced an amoLnt between 5 and 7ei, of his crop's estirrted final 
market, value, (based on domestic andexport mrket prices at the time. 
anmunts of various grades that his fruit is expected to yield, and time 
required between fruit processing, sales, and collection). 
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Since the citrus processing and storage period are "off season"
 

in relation to deciduous fruits, the CALFORU cold storage cham-bers will 

be available to collect and store the citrus destined for Europe until 

shipping becomes available. Only fruit not up to export quality will be 

sold directly by the farmer in the domestic market. 

Thus, CALFORU will be able to take advantage of otherwise idle
 

cold storage capacity to increase its earnings: and producers will benefit
 

through increased access to export markets for their produce. Loan-financed
 

technical assistance aimed at strengthening CALFORU's marketing expertise is
 

discussed later in this section.
 

c.General Services Department
 

This department provides administrative support in the form of:
 

(a) Personnel Manarrement - planning and application of personnel policies­

(b) Property Maniagement - allocation of off ice and other space. control 

of furniture and equipment inventories, control and use of vehicle and 

drivers: (c) Operation of Warehouse - inventory control, receipt end 

despatch of merchandTse and CdY--her Services - contract ianafget:ient, 

communications, miscellaneous.
 

d. Financial Department
 

This department also provides central admini:strativc sun-nort in 

the form of: operation of the accounting system, bud,-etin,, man!::t of 

cash flow arid external credits, maintenance of accownts for far:r:,,r mc:,. er 

and member cooperatives' and provision of centralized accouniin.: on L 

contract basis. 

14.Renuired Staffing Increases
 

Since its founding CALORU has tried to stimuiete its 

employees throu!h prirticipation in the earninrs of the opera:ion ard 

at the same t-ime avoid maintaining a fixed nuber of tfull-time einpl.oyces 
at a fixed cost. 

CATITO( a:t,,ri utes a great part of i.ts pref,11l sUCcess to the 

incentives of cou-ission-based earnings. Employees are encouro,ed to 

form groups with which CAL'ORU can contract to carry out various acivi tics 

for a predetermined percentage of operations. 

Initially. CATIY'-,U limited personnel and acbinistratie eozts 

to a mxinim of 5"< of each sale price. As t.e \',cxe of operations has 
increased the percenta,-e has ecen reduced. while the niumber of persons 
employed has increased. R'ecently. several employees left outside 
emploncis to dedicate their services full tihe to CALORU. In order 

to insure that con~missions do not result in inordinately high earnings for 



someemployees, periodically 
CAITORU reviews anda e 
~ 61alo-wed f~r;%5i-.Lissions. 1Lmd0 IAjt pres'en~t the ~'inpPcnOr i2n65,.CAL 4n pf ahases & 'alSzatis' o 

Nwtth finrncthir.saardbe,. so.. D zereduirb eratin a doto&a'"t" to...... .i. p prto - i n ra t gts 'I'spersonnel.
.r e illr intou6ccountwng tetani 
maintain employee motiv tin'~ iou s.capit*alizatonand expnsion needs',volume of-workload. and:riunber of eployees invole.~TheA~lne'omis
 
formAepil1n be presented by CArenORU in'sdtisf if ie lf't lns 

con'templ1ated under-the: loan.. Conditions precedent to the loan require,
 
a new personnel policy which includes conversion of administrative,
 
cler1ial-. accounting and se0rvice staff 
 -currtly-on contrc,
' a
direct-hire salaried basis. The operating staffs of 1the frm sply and
ar 0seau 
marketing dep3i'tments *ill cntinu~e to be paid on a commission 
or incentive
 
basis.
 
].C- itnes Secest. -. i v-...8 Ji. -­3 -. * ) 

The following charts indicate the past and present staff levels,
,siuaininepaatioent fo th increas :/in.xe or atiite 
and projections which are subject to further review during 1975.
 

k TABLE 3 TOTAL PERSOIME (DE1'rS.) i/ 

I~~yActual 

-2dr f 

A. Pressidoncy2 4 4 4 4
B3. General. Services 3 4 8 1? 19 25-o 28
C. Finance Depai 
 8 8ent

1). Falla Supplies7 717 7 17 7E. Marketing 5 7 L 8 2 7 2 

Total P0 1 2q 9 70 7, 84 

El1on-sal:Thricd F-resident is included. ­- -

A. Presidencv cu- Proct -. -

President V1 1' 11 1 1 1 

Secretaries 
 1 2 2' .:_ 2 

SlllToal IIII.41 

tnO aosciervsIthe.;i r1~X 05 Nlational, C' 'ss 

,-'~--.-'--II'm .4L4v*; 
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Actual. I.roj ted. _ 

B. General Services 	 73 74 75 76 77 78 79
 

Manager - 1 	 1 1 1 1 1 

Warehouses - Packing Plants 1 1 	 2 2 4 4 Ii 
1 2 2 3 4Property - Vehicles - -


Administrative Personnel 1 1 2 5 7 9 1I.
 
Service Personnel 1 1 2 2 5 6 _
 

Sub-Total 3 4 8 12 19 5 -8 

C. Finance 
75 

Actual 
, 75 

__o~tctd 
'(. , 

Manager 
Accounting, (Technician) 
2erators 

1 
2 
-

1 
2 
1 

1 
3 
1 

1 
4 
5 

1 
4 

1 
4 
5 

4 
3; 

Sb-Total 3- 1 7 '- -

D. Far a Sunnlics 	 Actual :rojmctr1 

Manager 1 1 1 1 1 1 1 
Imnorts 1 1 2 [ 3 5 y 
Ptuchases (Local) 1 1 2 3 [ 5 
Salesmen (pccorredorcs) 4 4 6 10 io 10 

Sub-Total 7 7 11 	 17 17 ] .7 

Actual 	 ,E .'arkctiurr 

Manager 1 1 1 1 1 1 1 
Exports 2 2 2 , 5 5 
Sales (Local) - - 1 5 4 5 5 

'
 
Crop Technicians 2 	 4 7 I6 i, i. 1 

< 	 7 , -- :--*,.,u____-o4....I~ 5 II 	 ! -

Packing plant employees are not included.
 

CAR"ORU will 9bsorh all costs of staffing increases out of profits 

expected to be generated under the A. I. D. loan. 

5. Technical Assistance and Sumort from other Projects 

The level of training and exerience of ChI 2U's staff 
generally is adeounte for the realization of this project, particularly 
in the farm smiplics distribution and relat.ed adrinistrative areas. 
flowever. the origanization is expected to grow rapidly as business expands. 
To assist CALFORU in this process, incluiding strengthening management control 

systems to meet expanded operational needs, both short term advisors and 

http:relat.ed
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training will be loan funded.
 

It is estimated that a combined total of $i00,000 in loan
 
funds will be used for technical advisory services and training7. This
 
is based on a calculation of up to 15 man/months. or USj$ 75,000 requircd
 
in short-term, outside consultancy at an average of US* 5.000 per man/
 
month. Approximately US$ P5.000 would be required to cover the U.S.,
 
Third Country, and /or local costs of training.
 

Tentative plans and approximate schedules for technical.
 
assistance and training are indicated in the table which follows.
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It wil:l be'noted ~that, in some es6o AD/Wshi naS n 

is p-oosea a steinote .:source. Th1-swbuldl bet sup llcenta r I or 
tan .asubstituton for, -outside consutt? wit the rirya Cc ive, 

of -working with: h'e' Mission sta~f to provide asisaneo C~PUi 
aI, oareas where the,1Mission-does: ot have, speciPlc.:expert is e.-I 

diate itishould appear tha t in"sufficvent loan, funds. aye ben Ardedf 
'iiicraethiMu
tehnca~asit'Ence-tind-traininC.-theMsif 

1 oor,U.S. $1, 60 and d4uct a corz'espondin,,;,line, it by up t~ ( 
~arnount ~fro ut~ ieaining for disb rsm t againthe £erti.e l 

'Specifi!c tehicl asitnean riigelements which " 

appear on the 'preceding chart Eire described belowr.' 22k 

iiin/monthare~ cotmpae 	 d 
wr o temdevoted in th6 are of 'engineering)aIciationn.2 One 

woulbedevtedto2 assisting CALFORU-t'o )complete all~engineerinrr, finrncial, 
anid legal >documenttin eaiied t&' satisfy conditin precden~t to di.burse­

2 	
ri packing anid 'tw~o cold strartement foi constructioni Onded-uipping ',of tw 

An additional, man/month of consultancy wiould: b~e schedulcd to " 
2installation. 

all plant relate d 'systems ore operatin' ,&t-an optimu~ e. 2(gpinsure that 	 m; ~ 

line scheduling,. transportationof produiie,' :m6rketing chennels, ut2l,7aion 
ofmanpower. and maeany'necessary recommendations fo'improvement.: < 

2technician
Additional ;short-term assac of a refri'geration 

'2, will be considered2 to assure optional utilizationl of the 6old' sto'rage 
A similar follow-up would be scheduled to' revicri operations

'2facility. 


under the expanded farm supplies, istribution systcm.­
2 

Technical assistance may be supeetdby.training for 

CALFORU representatives. The-fir'st comiponent weould conrsist of visits, 
by key personnel (involved in designing the' packing-cold s~torage 

to rgentine fruit packing coopieratives to observe eo'uipzmcnt 
cand operations ,prior to formulating~ thc finaldein< and spcification 

- -facilities) 

2for the CALMNR installations.x 

CAIYO1RU feels thatits key stffwol beii by rode 

exposure to other cooperatives (in other'Latiii countrieslactively 2" 

$t'7enae in the kinds of agro-industrial/ ma rketcinIr operati.on s ,into which 
CALFORU wishes'to expand.' CAFORU staff particip'ants would 'be' b'eIected' 
to make visits to other cooperatives according to thci p"~ futrro'be 

veinvolvement in the particular marketinr, activity. Partf1p'a s~tid ser;1 "v 

72"2a first of.',nf'ration 2 potential.' fa6ib11i 'f 
activities, as 6 start tow~ard determining the directions which"CALrOi ' 

2as GATLFORU' source 	 on C 0 souch 

j
-, 	 2five year developmient jian should 1J'ke. 


2' ~ ~ 	 Ar5rIiiittpr~ ~ - -r22-o bonfl5 copera1tive anid non.1) arhedfra 
s"iilarit '~b~twee'iArgntin22and&Urugullaoa f oue n n rk td 

http:operati.on


CAIIORU also recogni7es th t its local meme or(n 
partiu l the SFR's may require sorne strengtheninginars uhs 
accounting record'keeping obtaining locl ce etc lie r-e' ....... 
consit t serivi ces. wuld; be nee6ded in-periorming:ai su e bO enli Ty

theweknsse o~tese , sand form6iula ing apa oo'a 
o d....
aistneSc d Fesls~ uch problerms.ance-- - aSuch- G aI tamed­

in' t he"U.S, r. om other Lai-in counties' ('Brazil., Argentin a, Chile)" 

4 

AI'.loan fuiidswill be utiJlized 'to'purchase mocha~nize6d 

Saccounting wa~las0 .r ea~ by the-Farm Supplies and Marhetihg~ 
~ provide:'the means:&for~srengthning -OALFORU ', ovraJjil.

data ,collection and maiiagemnt pu,1 ce.The 'hase contrbe for th 
equipment linclud manuracturer,6s tn in installation and 
adaptatin o ,fCALFOlU i+,cords o t...s+p efsmer. FollDwinc- this 

AIll Cpl iCssiAtow anlis inldTheined.++ 0ci+y+.'+ 

gathe to o r+a mio' '.ss e ina ddod es uretbuilahe i mysi.Theuiala ne ythemsexpa'ndede af caact 

operations financed under the A.I.D. project. CALVORU bharouested'
 
technical assistance to formulate a plan for future dvelopinenL'- . 
(1978-1982). Such a plan would be based upon expeience'with, expanded
farm supplies and marketing operations under the k.I.D 'loan. .Its " developrment would include loan funded particinant tiavel by key CALF 
staff to third countries in Latin Americo to ort, n 
operations (e.g. agro-industrial enterprises) of pOs'siblei iiits' to 
CAMM~U. Pre-feasibility studies will be" carriedV ouitfor, additional-J 
markzeting facilities. which have potential, to icas'ernsndinoefor 
CAIYORU and its imem!ers. Outside consultant svicewdad I tei ed both to 
assist in conduicting such pre-asiit sdis andi inforilat the 
overall CALFOIU development plan. 

QICUexpects to supplement. loan-financed techinical asitne 
at no cost to the' insutitution,' from sourccs:',ich as the~V~~~ 
-Dveopment (Cooperative) Corps 6Adthe' 'A'I.D. 'giobaly unded co'operativJ 
organizations. 

i'++++ ;+ ,+?+:+ +!;+++++++, + .,'- +:+; ?; +'+"++ +:+';i+ +,+ +++++;;,+ '++++ ++i , +++j+ 


+++,,+,+.,, ., ,.,+....... +;+ % +;.+++4 +#+:'+? + +
++++.++... ....... ,'+;+,+',
+++++:++
,,....... ., ......' ' ++ i ++;++++++++

4 :In the tentative' techniicalasistnc pon described above 'an 

>~~:~ attempt has, bcen made to'strike 6x appropriatc balance bctwean trainn -and 
out~I/ andavoid.'6~sid consultont sevcsi~orert 
an ri=,bekdof foreig~n Th11hl w ncaunduylaj c~onsultats e .e
with CAMToU's own caaiiies o x'u-' ti,7.a......e t.... .p..j
 

A
 

4 



CALFORUi will continuet receivef assistne houh e 
Na6tional Coimmission, and, the,GOU',s, IATA whichjis ,receivin- loan-;p, 

inanced ,assistance 'from At.D. addition .to its on- oin1 -,Progra 
of~~~~~ ~~ a,6sstance t mllrouehrersnainadbcnical 

CI1,Mha s receie a .03Ib one- -yea ~Jn 9~ at roM the 
,V 	 itr-Ainevican' Four a ion,range!.pror m61cordity 

produt.on spo 4 eucion, and marketing assistarjc6-o ,benef it farmers 
not'4reache6; .4b formal c-edit: and'' en-sion services. 2Fseeks, to'prove

tha~cedi~ nd-technical ass s.ance can s imul te sutaind rrhof 
filfnJy, income' amonr,.this group. 'Field work "afd' daT,'a: Ga 11er ;wl e 

4 carried out among 50 selecte'd small farm famIl e belong' toCALFaO6U0wh 
* 	affiliated, local1 organ7@ ions. tThe' 'initial' questionnai'r'e t6 be~used ink 

impleeting the IAproject, and-'baseline data'd'eriyed, therefr~om, will-­
be utiliz 1Sr CAIFORU, as well. in establishing an, evaluatin-ytmad

~plan, asidscribedlater(1 ~4 	 i se n 

~CALFORU~and the Nationial' Commission~ (C!NF, preenlyar 
providing liie technical asB5sitance to [affilite~d prdcr. The 
CNRprovidesUrugayan~ techriical~ adii'sors and publishes -technical -

le flets anid'- biull~tiis.; CAIFOR t:a so publishes ad distributes technical 4 . 
infdoi-aio,' dui'A It n ere i~~n improving the quantity and quality 
of membr-' produ~ctioni. 

4The FAQ, 4 through the,.CNFR, is'Also sponsoring a project which ~;;' 
will benefit small farmer members( of CALF'ORU.' The FAQ is providing, 4 4. 

* 	 * capital goods to construct~ a hone~y proces sini'g. plant aimed--at~ exportinUg 
to Europe the honey produced'by CALFORU membrs -iith-technical assistance 
from the FAQ. 

1-	 4 

In addition, with CALPORU encourafprenent and participatior) the 
National- Conuission (f2rFf) is a'ssisting ~the SFR'.seto or ahil crop-~ 

* 	specific Producer Boards. That is,interstedniembers of'CALFORUaffiliated­
SF1Vs-'serve on boards which receive cro -sr~cif±cnformtion'on inbuts 
availability, domestic and export market' prices., etc. from CALFORU.X 
With CflWR adv'ice and4 assistance ,the Boards decide upon courses' of action 
(e.g. amount and type of investmrent to put into'crops, and~best marketing .444444 4 

alternatives) , in order to, maximize, income. 'This 'informlation4is'ta'nsM'i-'ted 
throug~h the SF-11s to the appropriate" produer,,,Atthi s _timie' Uthe! C1"R ~no 

' 

-Producer 
 Board system is confined to three pio' Ibrr -,(rut ct1 faric 
It is hoped that eventually all crops will be- clo eredby-se6rate oards 61e 7te' 
by the producers. which will serye- as 4 chanhels~I'or trnmtiig infornati
and new technology. and for ke'epin'g CALFOR 	 ofrdXai4j; 
concerns 	 and needs, in view of.(a)the pres-ent-ekjperimental'naturef te~. 
Producers l'vards, (b) the fa'ct that this ,is a-C17Rrathe'r than 4directJly ~4 
OALFO1U-sponsored -proj cct j and.,( ). r &ALFOflis oter, moire preasit g needs'fioz 

-capital--- 4- and4 te dicaJassist'ancen 	 A, I loan,~ fu-nds 'will ro t be iw'ed b,:'or 

V4T r oadsytm operaingi effectivel. Qr; Urur crSU C Cd 
4~ ~ of traditionl ec-%or't~ suc asJoJ.IsdpobO ieeI
 

~~44Ve hsy t o producers',of-n' ra ion fr r
 

http:produt.on


-I-D 

delopmcnet of Producer" Board's.FFns w±il, however, bde Mnid -av La 
for 'techiical:assistance. tCIORU in,developing 3.a', 4ve-year. 

Thioe of Producer 1oa ds as ree vera and transmi ers of nform 

as well'asossible eventualdecisionl-making,bqdies reprea'rnt nf prou'ers 
shudbeefinhed ,in detai the, coursea of CALFOflU's 'onrard nnorn 

aexerci e... , 

SThis and the A.I.D. AgriculturallReearch Technical Assistance9 
Ltoan~(IATA}, ore inter-'ejat d,ta bdth sev taiof\ t1ie fft0~~ ofa~ 

~< target~faOrmers. The two loans'complement e'ach o~the~r' while, servingseparate 
aa~and distinct puwposes 

SAs~art of th~ D lonpojcIATA ~rcooeaewtil 
Bureu o Cenasus and~Stati'sticsMn' conducting~.-pecial~soci-onOoicsrveys
oflo in'come -fames duin' the, l975' 'atconal census, 1t~AA' reneach 

st~tiohsj (iniuing'th'se~ -hich~serve~ CAITOfU mmbers) will C01CoL dtat 
identify smallarrie~r £o'ssistafc.in incrasng income toneedsr a 
productiity.asedofl'he.ndnsTA:aU-'6,eo-pcilsmlfordmeriassistifidnt meloK5hlp"d fmiJ 

assista~~nce~programso'CAIFORUs,piedom noftmmeaif~il. 
non-traditional export jproducers will qualify it foiapparticlpatioYn in, 
and assistance fromi, -IWTAI siecial p~roaram.~In additionatedeveloped 
by IATA on CALFORU memb rs will1 bieuseftil to CALFOfiU in~ developin itsl 

farnier 


own* baseline data.a 

>~Both CA]2'ORU and IAT~A:will.designate,liaison offJicers:who will 

~ maintain contact aiid exchange informa~tion on their rspective activities 
4to insure that OALFORU is made aareof IT activities Iof -potenttia~l 

benefit to the %arget f armers. CALFOflU will' aso cotiuetoirmintain
4regular contacts with local research stations. Inthswy: AFR can,~ 

advise IATA of agricltural problems needintee Q~~1lif~Z~ 
to be more responsibe tq farmers' needs) while learning ~of new itechnology~aa
 
which has proven feasible and profitable.
 

Through its system of publications and field'agentai,/CALWORT 
will encourage its producer members to visit the facilities aor IM'A to4 
learn how to adant new teclinoloLV' to their use. In addition, }CAU01U, may 
be asked to participate in evaluating the success of speciol IAfrA prors­
to assist small farmerso 

7 a:_, 

http:o'ssistafc.in
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In*OaLthe Syst*, tsM:;*0Upt
in' Guwtfag a" tow 

a* slon, annuuiiy Cy0oo.pioor 
$
Ct 2$6KI r700,0CT lmpeto 6,$70000 Is 

To finano. this evpaion) A44. wtW 10oCO4*Is 
A 3@nM-ters cr'oditi OAWAU1vJ sbJIoJ3

lines or 1ocsil ba* ondit Me~ $3C1*0 0 t 1a . 
Milion43capital win3 LOU."s swaOSd sl 

marketing experience" bowvw, Maa do" a tosrls1*3. al 
ty wiinl iaQwn wniun wtpplie toUW ~ b WWu­
rage fUUaciite tnlded5 In this Loop. Vil fwuol W ofthe voiucw or cusA )iti..n a Aug I4 ~ mu ~W~(#*#
oPtion to sell. locallyor Oxofmtj MIA ftw Adwo ^ p#i*
locally or' for' xpowtl or ow.Iet~i's~c 

and n3L not rts 

volume or 0 5.7 muilon &MSros prfts ofe are, 
the .awkotio prationa A. # wv A .I 
trucks ($%3e00$ vora total os $)I,**
 

Aftinistvtion mape mtjift whi*Nsupply and marketing qwrtist~, as v# ftv th 0M *~ 
will be dons by CALMN u34 UJM ~tIM4Uss IWi
A..-D, will *imma tb* puw of 400."dtt M ft ONfor CALlOW at ani estiated ow4t r 
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2. ,Capitalizationi 

OALFORU'4sne orth on, _Decembr3, 1974" as 1;yoo 
4All-re cerves -required-by-~the-coopcrativcLaw;hve ,been nrnet~ Other
than 2a noiiinai amount of paid-iii" a"1iaYI' frbm farmC.2-1 memiber,

PU s etwortl represen ngs n u 
operais . Projected capitailthog-O RU. menbyrsh6 6ii o. 
1978will also, lltfom eaied -earnings.. AlthIou .Copra
h ..
tive Law requires a minimiim of6% of erigh to 
members, It does not require cash, didas andeCMmeoets' this 

.. ... ,.. As . -afegua~r antaining,:accoiitirequirement by capitalizig, eanns nesult fromD.... t lone ar eend. . . .. .roeistesofmemer capta (Although mALFORUmembers will only
conistofprimary cooperatives and societies, CALFORIJ's accounting

register for members' capital will identifyr the idiiduial fa~rmer 
as well as the local cooperative or society to which hebl6ng) ­

!'"/,[., '
stat d in Constant e 

As a safeguard for A.'I.D.L 6c, aurnM~~ntg diigi,muitena ([.:,i be,-the loan agreement will include a cove-e .to. : 
nant whareby CALFORU will not pay cash dividends; anid wi.i retain
earnings (as general reserves or as capital) inan amount at least4
 
equal to the outstanding balance of the A.I.D. loan. 

3. Maintenance of Value (MOV) 

All financial projections included in this CAP 
arc 
stated in constant local currency units Iandiscussing mlaintenance

of value and its effect on CALFORU, it was the consensus of the 
Project Committee that the effect on CALFORU's marketingoperations 
are inina . inasmuch as both the revenue earned from the export of
fruit and vegotables and the A.I.D. dollar indubtednPss as',umed by 
CALFORU are directly related to the dollar exchange rate. Conse­
quently, thedollar value of exports and the MOV of the dollar loan 
keep pace with each other. Also, future devaluation of the peso 
can be expected to.enhnce the profitability of the marketing opera­
tions by increasing export sales. 

However, there are some maintenance of value ri.sks
 
in regard to the farm supply import operation. From March 1972 
to date (March 1975), the Uruguayan peso has been devalued at the 
rate of 6o% annually. For comparison puposes, this can be consi­
dered as an acceptable indicator of hALFORU's exchange risk in 
borrowsing almost $l.Oeillion from AIDAfor fertilizer imports. Also, 
at the present time, both CL0RU and its competitors import fertin 
lizcr using short-term peso financing obtained from the
.at.. . .the Republic. (Te~rms are 5%'f intdrs amnh, 30-60-9010 a 

of 

credit, no MOV). Once this interest is added to the cost, an 
importer can then set and maintain a fixed sales pr~ice even if a currency devaluation tak~es place. In other wors relcmn 
cost (Ioes not liave to be considered so long as the importer is'using
 

-44 ~the flOR' s money at the present termns and4 without' m~aitenance, of 
valueo. In the case of CALFORU, by usina long-term d'Sllar'deb 

* 

financing, C1FORU will only be in a better. or, similar psitionas~s. 
4 ~the ir comnpe titors if devaluations do niot, 6ycee'6 1.h'-cprevai) tng+<

130R .int-rest rate.* If devaluations con'tinueto 'exce prvi Ih 
0 B~~1OR by 27% ,(0.,dvauto, A I.D 'interestinterest rates 

4 Vo~u~ 36% BonRInt reo t)- OALFOlU-nMst~ct r, (a)' icreasefspies 64it r' 
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eingoperaions wl be - imoi-the 
- beprofithabJe: Bo, 

thres" ,the ........ "these, Costs. In n s ikely, 

the farm, suppy.a ioperation (andi tc.n id 6r 6 a)ey 6A Rafter thei .....pac Vgm antet and the' c.ld,,. s-:antar3 . pl ace, wl

production increas'e sruftidently0pe'1978 t'o dsiistai liss
,n s om oeeratens.1.other 

' '5o.isnme 

Thus thewisdom of using lon ter dlar'debt
 
for ,.short-termcedit 
 prposues isebaenon twiotoassumptions which
should be lookedatmorebclosely.FFirslthe Borl's negative inte­

by the Central Bank and the Ministry f'oie 
 .
 
there is a strong possibility that 
changes are likely. It is theProject Committee's opinion that the ,'p between the BOll's rate

of interest f'orIimportation credits and the rate of
devaluation will greatly narrow if' 

local currency...........- not -disappear with the imple­2.... ,................................
mentation.of Minister of' Finance Vegh Villegas' 
new economic
 
measures. See Pext II - "Economic Setting and Outlook". In 

copr atevaif tighter credit policy isaddition, onashort~thrr~ rdrs applied to the BO, the .16 wtd11 nla~a.: " A.I.D. loan would allow CALFORU to maintain a greatcr-importationvolume than their competitors.
 
cen'ianei.
 rCALFORU's present operating system also includes
several important methods of' maintaining the valuc of' its capital:
 

1. The marketing operations as mentioned in
para. 1, will have a positive effect on MOY.
 

2. In~the farm supplies operation, inventory isivirtuaLly non-existent because CALFORU only buys for the membercoopcrativ- on advance orders. 
 Theref'ore no stock is on handfor which a sales price adjustmient woul~d be needed f'rom the GOUwage and price .board (coPRIN) in order to cover the replacement
cost of' the inventory.
 

3. The cyclical excess working capital fromr boththe marketing~ and from supplies operations will be invested 

'V 24~ ~~....... ...........
 
S Wool= 
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So, although there is some MOV risk in usin(,

long-term dollar debt 
to finance CALFORU' s farm supply operation.;,
there are also positive forces at work which tend to reduce this
risk. On balance, the Project Committee feels that the effect
 
of MOV on CALFORU's ovcral! operations is minimal either way

(positively or negatively) and that CALFORU is capable of inara­
ging and keeping abreast of its finances in such a way that 
decapitalization will be prevented. 

4. Analysis of Gross Income
 

a. Marketing - Annex II, Exhibit D, "1-,arketin,
Project Financial Projections" contains the detailed breahdown
of sales, cost of sales and cash flow for each of the projects

to be marketed. 
Both the volume of sales and the selling price
of each product are considered to be rea:sonably stated in the 
yearly forecasts. Sales, by product, for 1978, - a r2pre,,:tintative 
year - are as follows: (in millions of dollars) 

Product Sale,-

Dried Beans 
 2.2 39
 

Garlic 
 1.0 17
 

Oranges 0.5 9 

Pears 0.5 9 

Peaches O.A4 7 

Apples 
 0.3 6
 

Quince 
 0.3 5.3
 

lioney 0.2 

Lemons .2 3 

Grapefruit 
 0. 0. 7 

5.7 100 
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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 
-reintegro". 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 $1.35 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, "Form 
Supply Projections" contains the same projected financial data 
as the Marketing Project. Pages 330 to 363 summarize the !-ales 
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$ 1.811 = US$ 1.oo)
 
strikingly show how the injection of $ 965,500 by A.I.D. and 
$ 300,000 of additional local credit for fertilizer import-, with 
an inventory turnover of three times a year, can substantially 
increase the sales volume and profitabi.ity of CALFORU: 

Sales (in millions of dollars)
 

Year Total Fertilizer Potatoes Pesticides Burlao Other
 

1976 12.4 8.2 1.9 1.3 .5 .5 
1977 16.1 10.7 2.1 2.1 .6 .6 
1978 24.1 17.7 2.1 3.0 .6 .7 
1979 26.5 20.1 2.1 3.0 .6 7
 

Net Profit (in thousands of dollars) 

1976 496 216 120 132 15 13 
1D77 687 284 138 219 22 24 
1978 946 448 138 307 25 28 

1979 1.009 511 138 307 25 28 

Although the growth in fertilizer ,alcz is con.-ciera­
blc (from $ 8.2 to $ 20... mil!im), CIL1"ORUJ will :;t: ll only :Imet( 
of the demand of the member cooperatives and 3 of the total country 
demand for the2 year 1978. Cun'rent percentages ar ai.? t2 respecti­
vely. For seed potatoe.-, CALiORU will continue to supply apTroximltely 

4,Of) of the country demand. The GOU' s recently reiterated policy of 

placing a high priority on the importation of fertilizer is adequate 
assurancc that (ALFORU will be able to obtain the foreign exchange 
necessary to carry out their farm supply import program. 



6 al 

Cashctedandoeasfinanci reports', c 

-'Tables_ , 6 andp-er-H7Eeian
Thiofo wing comnents t e 

Balance Sheet, (Table 5e. 

mbe Cash, andTreasu ybonds -,The large balances m inatuief crop planting, fertilizer use and f uii/ietabie harves-. 
e 	 ting in Uru.guy .. rtilizerfor example spurchased in February

May and S6t~ber> nd,sold duringi.thefloi' the mots beed 
poatoes ,are boqught in December o- is,sold- ii;De 61'er,and &ehalf 
and the other half in Januiary., Thus, all 'bf -the~cashi from the sale 
df frtillithand one-half of the cash from sale of seed potatoes
has-been collected by'December 31 of each year. During these 
periods of surplus cashCALFORU will purchase GOU Treasote€eeaie ~4 hih lcdte!re:adt~>3 .4eiee''3 4 s3e:43 s .4 . ' 

% any.which aredollar denominated, pay 	 t ly-a Bondsinedare 
* readily miarketable. Ordinarily,,such bontest annubhlyd rperid (pg.or 

tha 30days as a cash management devid to uai tennceiii~i as 	 ceDcemer 1, of each:ear re:de ntirtothyiic.a of value(p.4 
Accounts Receivable - roximately 20% of theAppI


raccounts 	 receivable year-end balance represent cash advances to fruit
and vegetable exporters. For details see "Marketing Operations", 
Annex III Exhibit D.
 

Inventory - Inventory balances at 'ear end are 
low for reasons explained in Cash and Treasuxy Bonds. In general, the 
inventory account could better be called "Goods-in-transit". Farm 
supply imports axe purchased by CALFORU based on the orders received 
from base cooperatives. Upon arrival, the products are immediately
delivered to the cooperatives which placed the order and the sale is 
recorded in Accounts Receivable. An analysis of Accounts Receivable 
as of Decemnbcr 	 31, 197 4~, is included in Part VII, B. 

Accounts Payable - Two major sub-accounts-are 
maintained by CALFYflU, the largest being the 30-60-90 day short-term 
credits from the Bank of the Republic and private banks; the other 
is a fruit-vegetable export marketing account. farmer usually-(The 


gets his net sales proceeds, plus "reintegros" less cash previously

advanced, witthin 30 days from date of sale).
 

Long-term debt 	-other -Additional cold storage
 
334capacity 
 wilIlibe needed 	in 1977 as determined by the packing plant


feasibility iJbudy. Refrigeration equipment imports of $ 530,000'
will be financed from the A.I.D. loan (Included In "Long-term'debt-

A I D."). Six 	hundred mnillion pesos will be financed by the Centiral 

Bank (10 yrs, 2 yr. graiQe) a counterpart fund e stablishe uder 

3 

-from 

A.I.D. Ca1pital Goods Loan 528-L-022 and the rest'(t4'P,22OOOOo'00)~.~ 
will be provided from working capital., 313;< -3344. 
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Working Capital Ratio - CALFORU, in requesting an
A.I.D. loan, presented a three-year investment projection (1976-1978).

Therefore, at the end of 1978 and thereafter, the working capital
(excess of current assets over current liabilities) far exceeds
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 o7 capital to operating needs. 
 If such a situation should
develop, there are5hr
.e alternative means 
for reducing cash on hand:
accelerating repayment of the A.I.D. loan; 
(1)


(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 60% 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 draining 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 [or goods

or services purchased.
 

Statement ofOperations (Table 6 

Gross Income from Operations - This sectionsists of the consolidation con­of "Farm Supplies" (Annex II, Exhibit L)and "MarketinG Operations" (Annex II, Exhibit D). It is the ProjectCommittee's opinion that CALFORU's projected sales and related costsare reasonably stated and, along with the A.I.D. inputs shown in thefinancial plan, are within CALFORU's physical, financial and techni­
cal capability to attain.
 

"aj aries and Related Exnenses - The increasesprojueted, for years 10%,1977 and l970 reflect C!.JppU' intent toconvert administrati e, accounting and service employees Prvi:Vouslyon a co.-!ni.sion hasi!j; to direct hire. This subject is discussed in 
Part iV A. 4. 
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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
 
ali banks require high level of guarantees and CALFORU's assets
 
are limited, some of CALFORU's leaders have chosen to pledge per­
sonal assets 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 credit in 
the BOR for $ 1,008,000 and private banks for $ 174,ooo. In 1974, 
these amounts were increased to $ 1,366,000 in the BOR and $ 29,000 
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 years 
even though new guarantees will be secured from the local societies
 
to replace the personal guarantees presently in effect. The bar 
chart (Table 8 ) plots the estimated "draw-down" of the:e local 
short-tenn credits during the years 1976-1979 and graphically shows 
the cyclical nature of M ORU's credit needs. After 1973, with 
net worth of $ 4,127.,540, CALFORU will only/ occasionally' 
require short-term bank credit, unless by then it has become 
involved in other invdstments or line. of services for its memberz.
 

Other Counterpart 

The two local cooperatives (u "Rc4 and JU2.:[EAL) will 
finance the buildings for the packing lines alcnq with access roads, 
ramps and other modifications. E,,ti:ated cost i.- 292,CcO. :*e 
National Corrnission will contribute $ 70,000 to office expansion. 

7. Projection; Bejond _.97, 

As stated in the Palance_ Sh,_-et analys3is, ..o'-; 
Capital Ratio", no new investmonts,. w,re q',ntified by CALFOR'j 
beyond 1973. It should be noted, however, that GLJORU doe. have 
future investments in mind. The feasibility of a canning plant 
and a potatoc dehydrating plant will be studied once the pac:ir 
plants get in operation. CALFORU i.s also planning to operate grain 
storF,-Le facilJ.itic.s, now being constructed by the GOIJ, andl assLst 
with the marketing of' grain for its members, including e:portation. 
Sal.es e:xTann-or of both domestic and irported farms supplies is 
also expected to continue beyond 1978.
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CALFORU 

USE OF LOCAL SHORT TERM CREDIT 
(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 computatior.-;-


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 generated under this project is expected to finance
new investments under CALFORU's five year development plan. 
If for
any reason such investments cannot be carried out according to schedule,
and undue cash surpluses develop, CALFORU will pass on such benefits
to members through reduc'i prices and/or rebates (see Covenants,
p. 1i; 
Draft Annex A to Loan Agreement, p. 106).
 

9. Working Capital
 

In the past, CALFORU has been able to obtain only
local short-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 obtain the necessary working capital to expand its farm supply
operations and finance its new marketing operations during start-up
and iniftal operations. Increases to working capital after 1977
will be provided by CALFORU from the capitalization of members'
 
profits.
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C. ENVIROMENTAL I24PACT 

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 surroundings.
 

The one discharge from the plant is the wash water
used to clean and treat the fruit. The fruit at harvest time may
contain traces of pesticides. 
The 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
relativelyr innoxious to maimals. In any case., the contaminated
water will not be discharged into a sewage system, but dischargedinto the cooperative's own septic tarls or used for irrigation

purposes. This is the practice of the fruit packaging industryin the U.S. Residual chemicals will eventually be diodegradd
to C02 water and nitrogen. 

D. ROLE OF W0M'ENT 

Few wm.en participate or hold positions of leadcrshipin the agriculturoal cooperat-\ve rioverient in Uruguay. CAI,'iiUrecognized the ir.rportancc of increased participation by t. .n inmember 

tions for their increased 1a-Ltite:pation 

cooperati res, o",pec
ship, and has developed thc 
tunities in counection with 

ialy in positions of executivc lealir­
.iollowing plan to improve thirr onpor­
the cesign and implcmentation o this 

project. 

of women 
1. CADFORU wi:.> 

in the cooperatiwc 
;;po2icor a stu, during 1975 on the role 
move ,cnt in Uru,;uay, wiith rcco..2:,ia­

in leadership positions.
Special emphasis will be given -co CALFORU 

2. Atc least 10% of' the training funds provided through
thi:i loan will be used for female participants. 

3. CALFORU will actively support the placement of quali­fied women in executive positionr in menber cooperative,,, within
CALFORU, and in the tzo packing/cold storage plants to be constru­ted through this loqn. 



movenent which provides leadt-rthIp trttinis&3 ojuJ rt :4t!,,r
large numbern of yowxM, uotnen.
 

5. The Y±'~cold Ltc),iijic Vrntsthrough the loan will provide 4 ,i tlooal paid 
t: 
!, 

c-,rer 

tunitief for rural women. 
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PART V - LOAN ADMINISTRATION 

A. IHPLEMENTATION T4ETABLE 

Based on the assumption that the loan will be authorized by
May 31, 1975, it is believed that the loan agreement should be signed
not later than mid-July, 1975. Conditions precedent to initial dis­bursement should be met by September 31, 1975, allowing disbursement
for office and accounting equipment and technicf: 
assistance to begin.
Initial technical assistance will be used to assist CALFORU with

implementation plans, engineering designs, and specifications for
the packing lines and cold storage, and related construction and
equipment. Conditions precedent for disbursements against specific

activities should be met by October 1975 to permit letting bids for
 
equipment.
 

At the same time during September the implementation
plan for the importation of fertilizer and related equir--ent will be
completed. Conditions precedent will 
be met by October to allow for
immediate disbursement for equipment and the first fertilizer imports

by January 1976.
 

Initial projections anticipated fruit being packed in March
of 1976. flowever, the packing line, if ordereC in October 1975, will beoperational by 7Denmber 1976. The initial fertilizer shipment will beordered in Janmary 1976 prior to the demand for fertilizer in the U.S.See Part VIi for source guidance on fertilizer procurement. The coldstornfe facilities will be ordered so that they are installed andoperational by December 1977. Additional fertilizer orders will be

made during 1976 and 1977. 
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B. EVALUATION PIAN 

A Joint CALFORU/USAID Evaluation Committee shall be established 
within two months after conditions precedent to initial disbursements
 
under the loan have been met. 'le Committee snall consist of the four
 
department heads and the legal advisor of CALFORU, representatives of
 
the Natioroal Commission, and the USAI]) Agricultural Division and/or
Program Offices. A CALFORU representative shall be selected Chairman, 
as CALFORU will assume the major responsibility for evaluation.
 
Representatives of ti Ministry of Agriculture aid eventually other 
GOU agencies, will be invited to attend specific evaluation sessions 
of mutual interest to the GOU and CALFORU. 

Members of the Committee shall determine when and how
 
evaluations are to be conducted; define the need, if any, of outside
 
assistance (including consulting services or ohort term assistance from
 
AID/W); and arrange to procure such outside assistance if'reouired. 
A.I.D. shall bear the cost of any AID/W personnel; loan funds may be used 
to procure short term contract assistance as appropriate. 

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

The objectives of periodic evaluations shall be to determine 
the extent to which 'i) loan purposes are being achieved, and (2) loan 
outputs are being 7 ced, as measured against Indicators establisi:cd 
in the Logical Fran 1q. In addition to periodic reviewis of progrcso in
specific areas, the Evraluation Committee wrill conduct an overall evaluation 
of project progress aga:inst the indicaturs once anznully over the life of 
the project. A final evaluatIon of overall project success and effective­
ness will be conducted at project termination. Results of all revicws illIj documented in a report from the Committee's Chairnan to the President 
of CAITORU and to USAID. Such reports will identify any problems in pi'ojecL
implementation, and recoirend corrective rction(s) to be taken. The 
lPesident will determine the individual(s) res-conible for taking such 
actions. 

The Cor..ttec will schedui.e re-.iewo u apropri te time:. d xing
project implementati- n to evaluate progrexs again:-' bencharks established 
by plars submitted in sutisfaction of condition: precedent to the loan. 
It is expected that reviews will occur as follows: 



---

2 B 

~~t'~ 7 bVALUATION 'PLAN 

Suabject -7 Problem# Fisiejweg Su'b~~i nt IRdf)Fseq 

Management 

COnversion~ To determine whether,- (a)' 'local oraniza 3 month's after> Every 3 month's',data base. ,~'lare prepared, to deal with~ CALFORU etnCpt16rcafer'as
for ~CALFORU, as coni6rcial entities,' 'rather than on necessar'y,membership irndividualf'arebsi 
&n blca
 

organizations' are establishing registers'.~2
 
Of m'mbof as" required. 

Personnel To determine whether, (a)
new person~nel 3 months, after 'Every 6 months~Policy policies 'are beig implemented; meting cP,(b) ex- thereafter'as
perience in~dicates modifications needed 
in any of these policies; and (c) staff­
ing increases required for project imple[ mentation' are ocurring on schedule. 

Management To determine whether, (a)the new 

Systcms accounting system is installed and ope-


rating in accordance with plans, and 

(b)new management info and ccntrol 

systems are being implemented/utilized

efficiently. 


Forward To determine the acceptability of five-

Planning year deve!G;;vwlont plan components in 

view of; (a). expeil-nce and capital
accumul1ation from expanded supplies and 
marketing activities; (b)CALFORU objec-
tives for improving services/benefits 
to member producers of non-traditional 
exports.--


Effect tvencsMi To determine whether targets are being
! fiicyof riot to, (a) increacer the number of far-
~Expanded mers bonefitted by CALFORUts distribu-

Oprations tion system; (b)increase the availabi-
4lity (voliume) of farm supplios handled,j ~and (c)increase the amount of demand,, 

-. :for farm sup2liea met b'CAXLORnU: 

necessary. 


r 

2 months-after (a) 3 _months aft 
installation 'of acceptance of ' 
new accouantin" rprs'f mo'­
equimn. ingd' osultantot"t' 

' (b),"EverY 3 ni6o.'. 
tfrereafter as 

-necessary., :
 

1 year after start Ev6-iy14.,months
 
'of project. therieafter; "or as 

-pr&-_feasibility 

studios are
 
' completed.. 

6 months after 1lmontbiafter.& ­
meeting.,CP, or; distributin of 
after'distribution~ secondfetiizer 
of first feti±.'hi- ~ ~ 
ze shpet
 

' £ W
 



NV UATION2PA 

5V 

-~~~-----., 7~~4 4 -	 rY-~ 

Ef~fectivene ss/ To determine whether agt r engto T 7~-tar~et bin~.~ 3Mp',feaae 	 i~nhs ver~ ~~45mointhsEfy'oi mt o(aexpn'' q ort- opo~ns, meeting CP.- ~~~~d -and' ~ throu~gh ne~ fruit p'a. in cold 8torage ()er~ oOprations facilities; (i ~ncre6ase the, prcnt hqeftr'oI 	 o~ eciduous and citrusfruit Villi~gecpu tusexported.;
(c) .L~.e~aypxiort earnings; and (d) salp of fui
7 	train operational personne1 infutppasd 
processin 

s 
azorae77 'aprorite 
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Sources of data for periodic, annual, and fin .l 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-Anerican Foundation Project through the National
 
Commission; regular CA.FORU management reports as describcd 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 PROCEDTURES 

Disbursement of loan funds for dollar costs of goods and 
services will be handled through Letters of Commitment procedures.
 
Procurement will be carried out in accordance with normal A.I.D.
 
procedures. 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 fertilizers
 
from A.I.D. geographic code 899 on June 30, 1975 (State o43,162) and
 
A.I.D.'s continuing policy of not financing shipments of fertilizer from
 
the U.S. during the months of Februariy through May (State 017952); it is
 
understood that procurement of fcrtilizer urder this loan will be within
 
the approved policies and geograhic 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 early

phases of the progrm - until conditions precedent are met. Thereafter,
 
USAD's role is expected to be principally one of monitoring loan 
performance, and participation in periodic reviews and evaluations
 
outlined above.
 

Thin monitoring will be primarily the renpons bility of
 
USAID's Food and Agriculture Office, with the Loan and Program Offices 
providi.,g backup supporf,. TDY will be requested froa AID/4 as needed 
to ass~I.t thc, 'ission in review of leg 3'requirements, loan administration, 
contracting and p'.-ocurcment implementation. Frequent USAID coi, 'act Vill 
be maintained with CAF'OPTJ to assist in carrying out the project objectives. 

For monitoring and evaluation purposes, CALFORU will provide the 
folloing information to USAID. 
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TABLE 11
 

TABIE OF CALFORU MA1LGEMNT REPORTS AND
 

SCHE'DULE OF SUBMISSION TO USA-D
 

Mon'.'ly Quarterly Semestral 

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 Frait Packed/Stored by 
Variety (by boxes) X 

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

Value of Marketing (Export and 
Domestic Sales, by Commodity) X 

Dollar value of Farm Suppl4es 
Distributed (by Commodity) X 

No. of CALFCRU Members Served 
through Farm Supplies System X 

Staffing Pattern (No. of Employees

Earnings) 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 installng 
CATYORU's new accounting and management information-control system. 

In addition, 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 farmers and received 
for both domestic and export sales, and comparative prices in the international
 
markets. CALY0FIU 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 issue vas 
raised with respect to the terms of the proposed A.I.D.
loan to CALFORU. Specific data requested by State 093106 (e.g. return to equity,cost of local credit, and maintenance of value) are addressed in the CAP.
 

From a purely financial point of view, the projected internal rate ofreturn from this p'oiect would enable CALFORU t: bear less than concessional
loan terms 
(assuming that 18% is the minimum acceptable return based on risk
and alternative investments open to CALFORU). For discussi-n purposes, however,
the maximum possible interest rate is considered to be 8%; approximately the
current rate in international lending. Table 12 (attached) demonstrates the
effect of incremental increases in interest terms on CALFORU's profits. At
8% interest, profits would be reduced by l0%1. 

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

(1) AID and GOU policy objectives - This project is consistent with
both AID and GOU objectives in that it supports the only Uruguiyzn institution
capable of, and actively engaged in, providing ser-vices to srall and medivmproducers of non-traditi:)nal exports. The GOU strongly .supports private ari­cultural cooperative development as a major means of economic recovery;
evidenced by asthe National Development Plan; and supports CALFORU in particular,as 
evidenced by the GOU's unconditional guarantee at no cost of a loan to this

private institution. 

(2) Institutional Development - CALFORU's present financial needs are formedium and short term foreign exchange financing. For reasons discussed elsewherein the CAP, medivm and long term credit is not available in Uruguaiy exceptspecific exter.,nal official loans. from
Although the fruit packing plant componentthe proposed loan ha- ofbeen proven technicnlly and financially viable, Eiven thelack of' a functtcnIng cpit:l mrket, CAL.OTJ cold not obtain local financingfor thir, or imil'r isodiuin (,,r long term expinsion projects (to be developedundo:' CAL:C U's five-year growth plan) for at least the nexte,-cct2d th,',t Uruguay will either have 

3- 3 years, when it is a levelopment bank or some other mechanismfor providing medium or long term investment financing. 

Loctl short-term credit is available. There'ore, wltho')t the A.I.D.loan, CATLFO2 U coild cantinue to increase its capitalization for expansion thro',-hincresed farm supplies sales. However, this wo)uld have to be done by increa::Jngthe amount o'f members, pe!'sonal and real guarantees for loans3 to CALFORU. Atthis tie CAi.'O %Jhas reached the limit of its ability to offerguar.nteen. such pers-,nlIn the process of c-nverting SFRs to their new st:itus as commercialentity members , CALYORU will seek to utilize the additional real guaranteeshich may be available from this source. However, this will limit CAL.O!'sexpan-ion efforts to n lengrthy, sporadic process which will 
 severely constrain
the organi;,ati ,n's bility to meet its members needs during n period when bothGOIJci2tfl development strategy and market opportunities favor a morerapid incao;)oration of this key sector into the expo t effort. 

(3) AID practice - The Misslion considers thiseven to be a development loan,though the B(-rower is t private, institution.practice h,,s, been In fact, current A.I.D.to encourage cooperative organi-,ati:)ns, in addition t' )entitles, to stimulate publicagricultural development in Latin American countrie:.. There 
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TABLE 12 

CALFORU 

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

(In thousands of U.S. dollars) 

Profit after A.I.D. Interest 

2% 

3% 

4% 

5% 

6% 

7% 

8% 

1976 

687 

676 

665 

654 

643 

632 

621 

1977 

1030 

1001 

972 

943 

914 

885 

856 

1773 

1736 

1609 

1662 

1625 

1588 

1551 

1979 

1993 

19. 

1919 

1882 

1845 

I808 

1771 



doea not appear to be vny precedent for seeking ixinmum lon t'.rm­
even when the Borr~we is n profit-miking institution, prirticulirly

where rick to A.I.D. is eliminated by n host government gua antee. 

In light of' the preceding factors, the Misision believe, that 
the loans terms for CAIFI)RJ (7 year grace at A. - 18 year ,mortititi -,n at 
3) are appropriate ti the developmental nature of the project, consistent 
with GOU and A.I.D. priorities, CALFO!W's expansion needs, and A.l.D. 
practice. 

B. MUINTNANCE OF VALUE 

MOV is a major concern of the Borrower; even tho,igh tlh GOU 
is guaranteeing rup:iyment to A.I.D. within the frn,!w rk of the rcegul"
an(! substantial devalunctions that have taken place in the recent months. 

However, the nature of CALPOJRU operations and the procedures
it followi; in carrying aut 'both the import of f:irm supplik.s mn the 
export/mirketing of the farmer's produce are such cs they minimize MOV 
risk. Also the impartnce of cash surplus management and the u:e of 
dollar GOU treasury bonds is recognized (see Financial Analysis, Page 45 
for a full explanation of MV). 
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PART VII - B 
DEPARTMENT OF STATE 

TELEGRAM 
AE MONTEVIDEO DEC 7, 1974 

R. 061944Z DE' 74
 
FM SECSTATE WASHDC 
TO AWMASSY MONTEVIDEO 0387 
UNCLAS STATE 268274 
AIDAC 
E .O. 11652: N/A.
 
SUBJECT: IRR REVIEW, AGRICULTURAL COOPERATIVE DEVELOPMIIT LOAN
 

1. THE DAEC REVIEWED SUBJECT IRR NOVEMBER 22. THE I-IISSION IS 
AUTHORIZED TO PROCEED WITH AN ITNTENSIVE REVIEi LBI-ITED AS FOLLOWS: 
EXPASION OF THE SUPPLY ANlD MAMIETiG ACTIVITIES, TECIICAL ASSISTANCE AND 
TRAINING COKIiITS ARE APPROVED. FIANCING OF TIE IACIEIIRY POOL ANlD 
THE SELECTED SMALL FAM"ER ASSISTANCE FUID ARE NOT APPROVED. DOLLAR COST 
FIIANCII,,TG FOR CO iSTRUCTION OF THE PACKING PLANT IS APPROVED. THERE IS, 
HOWEVER, A PRESU1i2MION Ill FAVOR OF REQUIrIIG BORROIWER TO ARRANGE FOR 
THE WORKING CAPITAL AITD TO EXPLORE THE POSSIBILITY OF LOCAL COST 
FINANCING BY THE BORROWER. 

2. FOLLOWING ADDITIONAL GUIDANCE IS PROVIDED FOR PRESENTATION OF CAP. 

(1) CAP SHOULD PROVIDE DETAILED STATF2,1T OF TIM' LEGAL STATUS,
 
ME.BERSHIP, ADI-.IISTRATIVE STRUCTURE, STAFF AID OPERATIONS OF CALFORU.
 
ALSO, CAP SHOULD INCLUDE MECHA1ICS OF HOW PROJECT WOULD OPERATE ANTD
 
IDENTIFICATION OF TIU TAIEET GROUP. WHAT IS 11iG UP OF COOP I1MBEUSIaP
 
(AVERAGE IET ASSETS, SIZE OF ANTD HOLDINGS AND INCO.HE LEVEL) WHO OF THE
 
COOP M-.ERS 1WILL BFNEFIT?
 

(2) FINAUCIAL ANALYSIS OF CALFORU SHOULD IRCLUDE EMAENATION OF EXISTII& 
PORTFOLIO, COLLECTION RECORD AID CAPACITY, DEBT.EQUITY RATIO AND PROJECTED 
I PACT OF PROPOSED LOAN OVER CAPITALIZATION, M..ER INICO.M, SUPPLY AND 

MRiETIRG ACTIVITIES. A CLEAR STAT.D-I?.r OF HOW REPAY2-E01TS/REVENIE
 
GENERATED BY THE AID LOAN 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,&66 received from
 
customers for seed potatoes delivered in January 1975 for a net total
 
accounts receivable of pesos 324,498,205.
 

Aging of the accounts receivable is as follows:
 
Pesos 

Under 30 days 761,517,107 
30 - 60 days 7,103,091 1.4 
60 - 90 days 8,881,202 1.4 
Over 90 (lays 11,291,671 2.4 

TOTAL: 486,793,071 100.0
 

The positive picture presented by this aging schedule is directly 
attributable to CALFORU's sale of farm supplies on a "cash and carry" 
basis whereby the coop members (through their individual coops) pay 
CALFORU either in cach or in production credits obtained from their own 
bank (usually the Bank of the Republic). 



- 71 -
PART VII - B 

Of the pesos 11,291,671 over 90 days, pesos 9,500,032 (84% of the
2.4%) is due from the Government of Uruguay and represents fertilizer
 
subsidies.
 

Until now, CALFORU has been expensing bad debts as they were
"written off". Starting
equal 

in fiscal year 5/1/75 - 4/30/76, an expenseto 1% of accounts receivable will be charge to annual operationsas a reserve for future write offs. 

(3) PURPOSE OF LoAN SHOULD BE CLEARLY EXPrESSED. WHAT IS SIGNIFICANTLYADDITIVE ABOUT THE PROJECT? HOW IS INSTITUTIONAL CAPACITY BUILTHOW ARE PRODUCTIVITY AIND INCO.ME UP?
OF FARMER AFFECTED? LOGICAL FRAMMWORKSHOULD HAVE CLEAR STATEMET OF GOALS, PURPOSE. EVALUATION PLAN..SHOULD BE-

INICLUDED.
(4) AN ADEQUATE FEASIBILITY STUDY WBICH ENCOIPASSES EIUGIr.EER!! ,, FINACIAL,AND OTHER P INS NECESSARY TO CAR1RY OUT THE ASSISTANCE AND PROVIDEREASONABLY FIMi COST AESTIMATES IS REQUIRED TO INCLUDE COISTRUCTIONOF THE PACKIG PIIPT COSTSIiI THE LOAN. TilIS STUDY MUST BE MVIE ED BY AID ANDSATISFY OUR TECIamICAL REQUIRE1,-rS. PLEASE SUBMIT MATERIALS NOW AVAILABLEASAP. A COST-BENEFIT AILYSIS ON DEVOTIM3 SUCH A LARGE PERCENTAGE OFLOAN TO THIS PACKf;G PLANT AND DESCRIPTJION 

THE 
OF THE FRUIT MAMKETING SYSTMSHOULD BE UNDERTAKEN. CAN THE OFNU1M3ER BENEFICIARIES BE INCREASED? 

IF EQUIVALIFT FFSSIBILITY STUDY OF CAm1IUM PLA"NT hOT ACCOMXPLISHEDPRIOR TO PREPARATION CAP, ISSION CANI EXPLORE POSSIBILITYINCLUDIA:I FUN[DIiG OF STUDY IN WAN BUT 
OF 

DAEC PREFERENCE IS FOREXCLUSION OF SUCH "iTrIVMLY1.'OR ITMS FROM LOAN. 

(5) CREDIT SU-PPLY/DEMARD ANALYSIS IS NEEDED. WHAT ASSURANCES
CAN BE BUILT ITO TiE PROGMJA THAT TIC NICESSARY CREDIT 
 WILL 
BE AVAILABLE? 

(6) TIE 1972 IDS EXPORT DEMND STUDIES SHOULD BE REVIEWEDATD UPDATiL AS APPROPRIAT. MISSION MAY IIISH TO COTACT USAID.BRASILIAFOR INTORMTIO:M OR ASSISTANCE IN THIS RD3ARD. 

(7) BASELIBE DATA REGAI DII, WOIEN IN TIE COOP MOVE4ENT,EBLOY;--LNT I THEIRTiE AGI31CULTURAL AITD PROCESSIEG ACTIVITIES TO BE FIN.NICED,AID OTHER SUCI CONCERNS SHOULD BE EXPLORED AND REVELOPED DURIN;G INTENSIVE
 
REVI54.
 

(8) SINCE TIC TARJET GROUPS OF THIS PROPOSED LOAN AND OF PROPOSED AGR.RESEARCH/TA LOatU OVERLAP, CAP SHOULD I1DICATE 1iY TWO LOJUIS ARE IEEDAND HOW, IN SPECIFIC DETAIL, THE VARIOUS ACTIONS UNDER THESE TWO LOA/SWILL BE COORDINATED. KISSIEGER 
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Responses to State 268274 (IRR Cable) 
and State 093106 (Loan Terms) 

PARA 	 SUBJECT CAP REFERENCE
 

tS ,268P74 

2 (.) 	 Detailed statement CALFORU legal PART IV - A - 3
 
status, etc.
 
Mechanics of project PART III - B
 

PART IV - A & B 
PART V -
ANNEX I - C 

Target Groups/Beneficiaries PART III - B -	 1 & 3 

2 (2) Financial Analysis 	 PART IV - B
 
ANNEX I & II
 
Remarks on IRR 	Cable
 

2 (3) 	 Project's additive aspects PART III - B 
Institutional capacity 	 PART III - B 

PART IV - A 
Productivity/Income of farmers PART III - B - 3 & 4 

PART IV - A & B 
Logical Framework/ PART VII - A 
Evaluation Plan PART V - B 

2 (4) 	 Feasibility Study ANNEX I - C & K
 
Cost estimates PART I -


PART III - B 
PART IV - B 
ANNX I - C 
ANNEX II - F & I 

AID review of technical feasibility ANNEX I - C 
Description & cost/benefit of fruit ANDMX I - C,D,H,J,K 
marketing component A1NEX II - A,C,D 
Increasing number of beneficiaries PART III - B - 1 

2 (5) Credit supply/demand analysis 	 PART IV - B 
AN1,1EX II - G 

2 (6) 	 Export demand studies ANEX I - A 

2 (7) 	 Women in coop movement PART IV - D 

2 (8) Relationship with IATA 	 PART III - A & B 
PART IV - A - 5 

State O935106 

1. 	 Two Step Agreement PART VII - F 

2. & 3. 	 Loan Terms PART VI - A 
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CERTIFICATION PURSUANT TO SECTION 611 (e)
of the FAA of 1961, as amended 

I, Leonard J. Horwitz, the principal officer of the Agency
for International Development in Uruguay, having taken intoaccount 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 resource-capability to utilize effectively
the proposed Agricultural Cooperative Development Loan, and theGovernment 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 financial and human
resource 
capability to utilize and maintain effectively the
 
project.
 

4, neonard J. forwitz 
AID Repres ntative 
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CNECKI,IST OF STATUTORY CRITERIA
 

(Alliance for Progress)
 

In the right-hnnd margin, for each item, write 
answer or, 
as appro­priate, a summary of required discussion. As necessary, reference
the section(s) 
of the Capital Assistance Paper,
identified and available document, in which 
or other clearly
 

discussed. the matter is further
This 	form may be made a part of 
the Capital Assistance

Paper.
 

The following abbreviations 
are used:
 
FAA - Foreign Assistance Act of 1961, 
as amended.
 

FAA, 1973 
- Foreign Assistance Act 
of 1973.
 
App. - Foreign Assistance and Related Programs Appropriation 
Act, 1974. 
MMA - Merchdnt Marine Act of 1936, as amended.
 

BASIC AUTHORITY
 

1. 	FAA 0 103:§ 104: 9105;
S106; , 1O?. Is loan being made 

for agriculture, rurcaZ.devcZ-a, 	
1. a) This loan is being madeopment or nutrition; 


for agricIlture and rural 

development. 

b. for popuzation pianning or health; b) N/A 

o. for eduoation, public adminia.. c) N/Atrationi or hiaecn reso:,rccs development; 

d. to solve cconoiic and social d) N/Adevelopment probloms in fields nuch astransportation, power, inic~try, urban4avolopment, and cxport '':'¢Zopvwen ; 
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e. 
in oupport of the general 
 e)N/Aeconomy of the recipient
 
country or for development
 
programa conducted by private

or international organiza­
tions.
 

COUNTRY PERFOR1MANCE
 

ProgreseTowarda Country GoaZa 

2. FAA 9 208; 9.251(b). 

A., Describe extent to whioh
 
country i8:
 

'A.1). The GOU is stimulating expandedfood production and marketing by aseries of measures including V'avorable(i) ),faking appropriate efforts pricing policies, reduction of exporttaxes, and imposition of land product­to inorease food production ivityand improve means tax to foster better lend usefor food and provide incentives for the
Otorage and diotribution. application of new technology. 

(2) Creat.Zng a favorable oZi-mata 2) Consistent with the Nationalfor 
foroign and domzoo4t Development Plan, the GOU is making a
 
private. antv',r7., determinedand effort to foster foreign anddomestic private enterprise and 

econoV from.paternalistinvestment by liberalizing the privatecontrols, and 
.ncentivizing savings and investment

through positive foreign investment and
industrial promotion laws.
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(3) Increasing the public 's 

role in the developmental 

prooesso. 


(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 agricultural producers,
 
and mechanisms for mobilizing domestic
 
savings for development. The GOU actively
 
consults with the private sector on
 
economic policy an:d the GOU has launched
 

an ambitious program to expand the participation of lower income
 
groups inworthwhile social development activities.
 

(4) (a) Allocating available (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.
 

(b) Diverting such
 
resources for unnecessary 

military expenditure (See 

also Item No. 20) and 

intervention in affairs
 
of other free and
 
independent nations.)
 
(See also Item No. Wi)
 

(5) Making economic, social, 
and political reforms such as 
tax collection improvements 
and changes in land tenure 
arrangemento, and making 
progress toward respect for 
the rule of law, freedom of 
expression and of the press,
and recognizing the importance 
of individual freedom, 
initiative, and private 
enterprise. 

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

(5) The GOU is carrying out a reform of 
the costly social security system, is
 
improving its tax collection capability
 
with AID assistance, and throutgh the lan 
productivity tax and colonization 
program, is endeavoring to improve land 
use. Uruguay has traditionally respectec 
the rule of law and individual freedoms 
consistent with public order. It also 
favors an expanded private sector role 
in the development process. 

(0) Adhering to the principles (6) Uruguay adheres to the principles

of the Act of Bogota and of the Act of Bogota and the Charter 
Charter of Punta del Este. of Punta del Este. 
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S. 	 FAA 0 620(o); Fiehermen'e 
Protactivc Act. 5. YIf country
haa oei-zc, o'r impooed any penalty 
or sanction against, any U.S. 
fishing veosel on account of its 
fishing activities in international 
atera,
 

a. has any deduction required by 

Fisher'men't Protective Act been 
made?
 

b. has complete denial of 
assistance been considered by 
A..T.D. Adminiotrator? 

Rcatff0 : i wit~h U.S. Government and
Otal' 	 ' I/at ir.* 

6. ,KAJ ,;',(,). Poc rcipicnt 
0 	 P /! j; .IJ~t auvOii 4tanco to 

Cb o01 .: 'I to takc appro­
pria t,' ,'n to prevent ohipo 
Or a J'. I, ' ito flag 

toart( ': ig Oargoon to or 
fro'-I Cuba ? 

5. N/A 

a. N/A 

b. N/A 

6. No. 
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?. FAA 8 620(b). 
 If assiotance 

is a 7. The Secretary of State hasto government, has the determined that Uruguoy is not
Secretary of State dctermined 
that it is 

controlled by the internationalnot controlled by Communist movement.
the international Communiot
 
movement?
 

8. FAA R 620(d). If aislestance i8 5.N/A 
or ainyproductive enterprise
which will compete in 
the United

States with United States enter­
prise, is 
there an agreement by
the recipient country to prevent
export to the United States of more thqn 20% of the enterprise's

annual production during the 
life 
of the loan?
 

9. FAA 620q(f).I Is recipient country 9. No. a. Commun st country? 

ZO. FAA § 620(i). Is recipient country 10. No.in any way involved in 
(a) subver­
sion of, or military aggression

against, the 
United States or any
country receiving U.S. assistance,
 
or (b) the planning of such sub­
version or aggresoionO
 

t. PAA GPO( ). Has the country 
 11. NO.
p5r7tted, or failed to 
take

adequate measures to prevent,

the damage or destruction, by
mob action, of U.S. property? 
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PA.FAA 6 20 (). If the country %2. Uruguoy is now considering 
has failed to institute the exOPIC investment guaranjtee 
investment guaranty program agreement. 
for the specific risks of
 
expropriation, in convert­
ibility or confiscation, has
 
the A.X.D. administrationwithin
 
the past year considered denying
 
assistance to such government
 
for this reason?
 

Z . AA § 620(n). Does recipient 
country furnish goods to North 13. Uruguay does not pert trade 

or with North Viet-Nam.Viet-Nam or permit ships 

aircraft under its flag to
 
carry cargoes to or from North
 
Vie t-'-Nam? 

.4 FAA 0 62 0 (9). Is the government 14. Uruguay is not in default on the 
of the recipient country in payment of interest or principal of 
default on interest or principal any A.I.D. loan covered by this Act. 
of any A.I.D. loan to the 
country?
 

%5, 	 FAA 620(t). Has the country 15. Not applicable. Uruguay has
 

vevered dipZomatic relations consistently maintained diplomatic
 

with the United States? If so, relations with the United States.
 

have they been resumed and
 
have new bilateral assistance
 
agreements been negotiated and
 
entered into since such resumption?
 

6. FAA 9 620(u). What is the pay­

ment status of the country's U.N. 16. Uruguay is not in arrears 
obligations? If the country is on its U.N. assessment. 
in arrears, were such arrearages 
taken into account by the A.I.D. 
Administrator in determining the
 
current A.I.D. Operational Year
 
Budget?
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FAA § 481, 'Has the government of No.17. Uruuy has provided
 
. iC~i)2cll country failed to 
take
adequate steps to prevent narcotic 	

exemplar cooperation with U.S.
drugs and other controlled sub-	
authorities in control of
international narcotics traffic.
stances 
(as defined by the Compre­hensive Drug Abuse Prevention and
Control Act of 1970) produced or
processed, in whole or 
in part, in
ouch country, 
or transported


through such country, from being
sold illegally within the juro­diotion 
of such country to U.S.
Government personnel 
or their
dependents, 
or from entering the
U.S. unlawfully? 

ZB FAA 1973 § 29. If (a) military
 
base I 7o0ated in recipient
country, and was 
constructed 	 18. Not applicable.


or
ic being maintained 
or operated
with funds furnished by(b) 	 U.S., andU.S. personnel carry outmi'litary operationt from such
base, 
has the President deter­mined that the government ofrecipient country has authorizedregular access 
to 
U.S. corres­pondents 
to such base?
 

Militaryf E-prnditures 
Z9. FAA 620(a). 
What percentage of
countrv 	 19. a) 15 ­buadgt is for 	 0go to militarmilitary

expenditurco? 	 ex.enditu.z.es. How much of foreignexchange resourccs spent on2 miZi­tary eqUipMent? How mnuch spent forthe purchase of aophz'tia.'-cdweapons systes? (Considoration

of thece points is 
 to be coor­dinated with the 
Bureau for
Progqram and Policy Coordi:aton,
Regional Coqrd:,;::(.c,s 
an ,'.'ZitarqAooio tancc Staff (PPC/RC)) 	 c) Uruguay has not purchased


sophisticated 
weapons systems,
 

http:ex.enditu.z.es
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CONDITIOPS OF THE LOAN 

Cneral Soundness
 

PO. 	 FAA 9 20Z(d). Information and 
;onTeo non reasonableness 
and legality (under laws of 
country and the United States)
of lending and relending terms 
of the loan, 

21, 	 FAA g 251(b)(2); 9 251(e). 

Information and concTusion on 
activity's economic and 
technical soundness. 
 If loan
is not made pursuant to a 
multilateral plan, and the 
amount of the loan exceeds 
$lOO,O000, has country submitted 
tb A.I.D. an application for 
such funds together with 
assurances to indicate that

funds will be anused in econom­
ically and. technically sound 
manner? 

22. 	 FAA J, 251(b). Information and
'onoTz~~on on capacity of the 

countri? to repay the loan,
including rcanonab oness of 
repayment prospects. 

23. 	 FAA P 25Z(h). Information and 
conclusvon on availability of 
financing from other' free-world 
sources, including private 
Dourcce within the United States. 

MVIT - D 

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

21. The activity is considered to be 
economically and technically sound.The application for this loan, plus

aetailed 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 

repay the loan. Furthermore, there 
will be a Payment and Guarantee 
Agreement signed by the Gover:ment 
of Uruguay. There is reasonable

assuraice of repa.ent. 

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 0 6 l(a)(l). Prior to 24. a) Yes.
 
signing of loan will there be
 
(a) engineering, financial, b) Yes. 
and other plane necessary to
 
carry out the assistance and
 
(b) a reasonably firm estimate
 
of the coot to the United States
 
of the assis.tance?
 

25. 	 FAA 0 61t(a)(2). If further 25. Other than the normal legislative

legislative action is required approval for the loan, no further 
within recipient country, what legislative action is required.
is basis for reasonable expec­
tation that ouch action will be 
completed in time to permit 
orderly accomplishment of 
purpose of loan? 

26. 	 FAA , 611(). If loan is for 
 26. Yes, see Annex A. Mission Director's
 
Capital Ascistance, and all Certification.
 
U.S. assistance to project now
 
exceeds $,I million, has Mission
 
Director ccrtified the country'a
 
capability effectively to
 
maintain and utilize the project?
 

Loan',ePationphin to Achievement 27. a) Cooperatives are both democratic
of Coulntrl arz Re ;a GoiIT and economic institutions.
 

2?. AA i 207: fl 251(a): 9 U13. b) A major thrust of the project

Extent to which assisotance is increased crop production.

refleots appropriate emphasis
ol: (a) encouraging develop- c) Some training for CALFORU isment of demiocratic, economic, planned in the companion loan for
 
political, and social institutions; Agricultural Research and Technical
 
(b) self-hop in meeting the 	 Assistance. 
oolu1tri 'C food ?coda; (c) im­
proving atui .obility of .trained d) N/A

mIanpolwor ill th country'.
 
(d) p 'og rit.,. do igeii d to tl Ct.


.0hc 0ount..2'v'a health noods;
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(e) other important arcao of e) The Cooperative connection is
economic, political, and social 
 obvious.developmcnt, including industry;free labor unions, cooperatives, 
 f)and Voluntary Agencies; The role of women in Uruguay andtrans- in this project is very importantPortation and communication; 
(see Part IV, section F).Zanning and public administration;

urban development, and moderni­zation of existing laws; or(f) integrating women into therecipient country's national 
economy.
 

20. PAA " 209. Is project susceptible
of execution as part of regional 

28. The project is not susceptible

to executionproject? as part of a regionalIf so why is project not project.

so executed? 

.99. FAA i2Z5(b)(3). Information andconclusion on activity's 29. The project is consistent writhrelation-ship to, the objectivesand consistency with, of other developmental
other dcvc.lopment activities, and 

activities of the U.S. Government in
its contribution to 

Uruguay. It will contributerealizable to theeconomictong-range objeotives, development of Uruguay byincreasing foreign exchange earningsand by increasing the incomes of 
small farmers. 

30. FAA 9 251(b)(7), Information andconclz~ ion on zo]cther 30. The project to be financed willor not theactivity to be financed will 
contribute to the achievement of self­contribute to sustaining economic grorth andthe achievement of isnecessary to 1) improve the distributi
Oclf-nuotaining growth. of income and 2) increase the rate of
growth of the agricultural sector ofthe Uruguayan economy.
 

St. FAAIR P0.; P 257(b)(S).Information and conclusion 
31. Not applicable.whether assistance will encourage regional dcvelopment
 

progiams, 
and contribute to theeconomic and political integration
of Latin America. 
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32. FAA 9 2 51 (o); Ili. Infor-mation and concZueon 	 32. The loan will directly assist
on use of 
 a Uruguayan Cooperative, CALFORU.
loan 
to 
assist in promoting the
Oooperative 
movement in Latin
 

America.
 

.. 
FAA 9 25Z(h). Information 

a~nd conlusion 
on whether the 

33. ihe last CIAP 	review (October

activity is consistent with the 	

1973) emphasized the high priority

of investments made in-the


findings and recommendations 
of the Agricultural Sector.
Inter-American 
Committee for the
Alliance for Progress in 
its
annual review of national develop­
ment activities.
 

2 8
FAA (a). Describe extent to 
which the 

34. Since this is a cooperative

loan will contribute to
the objective of assuring maximum
participation in the 	

development project it directlytask of econo-
mic development 	 assists participator.on the part of the 	 democratic
people of 	 private institutions.the country, through theencouragement of democratic,
privatc. 
and local governmentaZ
 
institutions.
 

36. FAA P 28Z(b). 
 Describe extent to 
 35. Cooperatives a) are a response
 
Wito- progqram recoqnizes thePartioular needs, desires, and 

to peoples needs and 	desires, b)
oapaoitics of the people of the 
utilize and'increase the capacity­oountry,, utili. of their members and c)os the oountry's 	 are­institutions thatntelec tuail reources to 	 train People incncoUrage 	 patcpatory democracy.

institutional 

opment; devol­and supports civiceducation and training in skiljs
required for effective partici­pation in governmehtal and
 
political processes essential
cc lf-govcrnmen t.	 

to 
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Se.. FAA 6 6O1(a). Information and 
 36. a),Yes (agricultural products).
conclusions whether loan will 
 b) Yes, directly.
encourage efforts of the country


to: c Yes, directly.(a) increase 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 unions,

and savings and loan associations;

(d) discourage monopolistic

practices; 
(e) improve technical
 
efficiency of industry, agriculture,

and commerce; and (f) strengthen

free labor unions.
 

3?. FAA 9 61. 
 If assistance is for 
 37. Not applicable.

newly independent country; is it

furnished through multilateral
 
organizations or plans 
to the
 
maximum extent appropriate?
 

Loan 's Effect on. U.S. and A. I. D. 
ProgrMam 

zo. . _JL7u 4 n Z02. Informationend oono-us~on on posoible effects 
of -an on U.S. economy, with special
rcfc-onoe to areas of substantial
Zabor surplus, and extent to which
U.S. commodities and assistance arefurniched in a manner consistent 
with improving the U.S. balance of 

38. The effect on the U.S.
will be negligible. 

econo.t 

payments position. 

. PAA §252(a). Total amount of moneyTindcr loan which is going directly
to private enterprise, is going 

39. All of the comodity procurement
to under this loan will be used tointcrmediatc credit institutions or procure goods from private enterprise,
other borrowers for use by private

enterprioc, is bcing used to finance
imports frol ,rivats sources, 02. is
otherwise being used 
to finance
 
procurcmento from private sources. 
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40. 	 FAA 9 601(b). Information andconclusion 	 40. U.S. suppliers will be ableon how the loan will 	 to encourage U.S. 	 bid on the first packing plantprivate trade and 	 oninvestment abroad and how 	
the agricultural production inputsit will encourage private U.S. 	
and in the office warehouse couipmeniparticipation to be 	procured underin foreign assistance programs	 

this loan.­
(including use of private tradechannels and the services of U.S.
private enterprise).
 

4Z. 	 FAA 9 601(d). If a 	capitalproject, are engineering and 
professional services of U.S.	 

. Yes. 

firms and their affiliates usedto 
the maximum extent consistent

wjth:the national interest?
 

42. 	 FAA 0602. Information and 
conclusion whether 

42. Yes, the Loan Agreement willU.S. 	 small so provide.business will 	participate

equitably in the furnishing of
goods and services financed by

the loani
 

43. FAA 9 620(h). Will the loan 43. No.promote or assist the foreign
aid projects or activities of
the Commnunist-Bloc countries? 

. FAA 9G W6 _ If TechnicalAssistancc iL financed by theloan, information and conclusion 
i All technical assistance
 

whether will be procured
ouch assistance will 	
from privte

be enterprise.furnished to the fullest extentpracticabc as goods and profes­
sionaZ and other services from

Frivate cnterprlitr 
 on a 	 contract
laois. If the facilities of otherFederal agencies will be utilized,

information and concluaion on 
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whether they are particulZarZy
suitable, 
are not competitive with

private enterprise, and can bemade available without undue
interference with domestic programs. 

Loan's Compliance with Specific Reguiremcito 
46. FAA 3 ,llO(a);f 208(e). Has the 
 45. Yes.

recipient country provided
 
asaurances that it will provide

at least 25% of 
the costs of
the program, project, or acti­vity with respect to which the
Loan is to be made? 

46. FAAf.112. Will loan be used 46. No.to finance police training orrelcted program in recipient

country?
 

47. FAA 9 If4. Will loan be used to pay for performance of abortions 17. No.or to motivate or coerce persons
to practice abortions? 

48. F, 9 R07(d), Is interest rate 48. Yes.of loan at least 2% per annumduring grace period and at least
3% per annum thereafter? 

44 FAA fl604(a). Will all commoditytprouv.v1cmnt financed under theloan be from 1g. Commodities procured withthe loanUnited States 
except as ot;herwise determined 

Thnds will live their source and
origin in the U.S.by the Preoident? and Geographic
Code 941 countries; 

60, FAA P 604(b). What provision ismade to 50. The only possible bulk procurementprcvont financing cow,,odity .o:Id be fo fertilizers which willprocurcmrrnt in bulk at prics higqear procured Uy ADI/14.than adjunted U.S. market price? 
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St. FAA 6 604(d). If the coop-
crating country diocriminates 
against U.S. marine insurance 
companio, will loan agrecment 
require that marine insurance 
be placed in the United States 
on commodities financed by the 
loan? 

52. 	 FAA 9 604(c). If offshore procure-
ment of agricultural commodity or 
product is to be financed, is there 
provision against such procurement 
when 	the domestic price of such
 
commodity is less than parity? 

55. 	 FAA 9 604(f). If loan finances aoonnoaty inmport program, will 
arrangements be made for supplier 
certification to A.I.D. and A.I.D. 
approval of commodity as eligible 
and suitable? 

5!. 	 FAA 9 608(a). Information on 
measures to be taken to utilize 
U.S. Government excess personal 
property in lieu of the procurement 
of now items.
 

5 . FAA 9 6 1 (b); App. P lo. If 
loan finances, water or water­
rel.ated land rsource construction 
prjecot or program, is there a 
benefit-cost computation madc, 
insofar as practicable, in 
accordance with; the procCdur.es 
set fort), in thecliemoranduri of 
tho President dated May 15, 1902? 

PART VII - D 

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. 

http:procCdur.es
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56. PAA 0 612(c). If contr'acto for 36. A.I.D. procurementconstruct-on -.re to be financed, procswel
what provision will tbe made that followed.they be let on a competitive basis 
to maximum extent practicable? 

57. FAA P 612(b): § 636(h). Describe 57. The U.S. will finance
steps taken to assure that, to the all foreign exchange costsmaximum extent possible, the country of the project axod theis contributing local currencies to borrower vill assume mostmeet the cost of contractual and of the local costs. No U.S.other services, and foreign currencies
owned by the owned foreign currency isUnited States are utilized available for this project.to meet the cost of contractual and 
other services.
 

568. App. § Z13. Will any of loan. funds be used t- 58. No.acquire currency of recipient country
from non-U.S. Treasury sources when ex­
ce*s currency of that country is on 
deposit in U.S. Treasury? 

69. FAA 0622(d). Does the United 
 59. No.Statcs own excess foreign currency
and, if so, what arrangements have been
 
made for its release?
 

60. FAA R 6 20(2). What provision is 60, The Loan AgrecmentTJIFeJeeag:not use of subject will not allo'r funds to beanoEntae to compenaato owners used for this purpose.for cxpropriated or nationalized
 
IrnpOrty ?
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61. FAA f 620(k). 
 If conOtruction 
Q. N.of productive enterprise, will
aggregate value of assistance
 

to be furnished by the 
United
States exceed $Z0 
million?
 

62. FAA 0 636(i). 
 Will any loan funds 62. No.
e used to finance purchase, Zong.
term leace, 
or exchange of motor
vehicle manufacturcd outside the
United States, or any guaranty ofouch a transaction?
 

63. Ap. 0 10 3. ill any loan funds beed to pay pensions, etc., for 63"No.military per8onel?
 

64. App. 105. If loan isp'oject, for capttal 6h;. Yes, This provision will7.8 there beA.I.D. provisionappi'oval of alt forcontractors 
 includedand contract terms? in the Loan Agrement 

65. . _ 70?. Will any loan fundsbe uoT-to pay 65. No.UN asosoomcnts? 

66. L2. 09,. *Compliance withrc'glzat.o-o on e,,,ploymcnt of U.S. 66. Yes, itand will be reouired.iooan peroonnol.Regulation ?). (AI.D. 
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PART VII-E 

DRAFT LOAN AUTHORIZATION 

A.I.D. Loan No. 513-T-024
 

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
 

AgrcpccariJ T4m4tAda de Seciedades de Fomento Rural ("CALF RU"'.
 

the "Borrower", of not to exceed two million United States
 

dollars ($2,000,000) to assist in financing the United States
 

dollar and local currency costs 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.
 

B. 	 The Go,-ernment 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 GOU as follows:
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(a) 	all interest immediately upon receipt
 

subject 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.
 

B. 	 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.
 

C. 	 The Loan shall be guaranteed by the GOU.
 

D. 	 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 covenant: 

(i) To retain and capitalize earnings either
 

in general reserves or as capital, in an 

amount equal to the outstanding A.I.D. 
loan
 

balance;
 

(ii) To develop a five-year expansion and capital investment
plan tri be approved by AID; and to seek AID approval in
writine vrior to making any major capital investment

before the five-year plan is approved.
 

(iii) 
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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Notn.~ 172/975 yajgter 

"ARO Dr, LA O1-.I~TALIDADfl 

MoliteVi(Ioo, 30 de abril do 1975­

S)r. Dirrctor 
dc la Atontcja para el Dosarrollo 
lilt onlacjiona I (A.I.1.) 
D. Lcoiax-cij.J* !jopwjtz 

Do mi aw.yor con-ridereacio'll 

TCL'O[O C1. nfjrdododii( i.',,PCpar:;w: i ~ ,coil reforvimc, . 11po~t: . .' 3 11CjuCALFCI10P, (jut! .I : cror M'un i!tro c!v ficlC't0idli yl'I i(Hi-PuC'sto it u (X'c t uar 
~ t1111 AC LoYyIL' 0a~w dai o001 ~o. 2:U dl Uriin..y , uili UL' c aa r.. J1:w'rc~jcj.i clProyocta, 

ye' s:
poi, part( Ct' loL '2c~..:.jc

iCYIO y c-Ie:,tu Coll apr)obac i(~J (cv At,'':.c -j
lit lit pclvi t-! XWcrl1. - 1 

ApJ'ovc(.cho
V 

Il .,O) I ~Cj.- .. i.La ib 1 ttt ::.i cuns ideric i 6 n. ­

-edg 
Ilk1.­
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DE SOCIEDADES DE FOMENTO RURAL 

VAI'ARAO 1171 - MONTEVIDEO
 
TEhLU7: 91 47 
 '~98 54 84 

Montevideo, 29 do abril de 1975 

$eiior Representante de USAID
 
don Leonard Horwitz 
Montevideo
 

De nuestra consideraci6n: 

Como es de su conocimiento hewpos elaborado, conjuntarnmnte contocnicos de AID, un Y'royecto de Desarrollo Cool.crativosector agricola de nuesLro pais, tn el 
a ser ejocutado pcr CA TR'Jy por las Sociedades do Fomento Rural y Cooperativas locales 

afiliadas a ella. 

Dicho Poyecto comprende actividaldes de mercadeo, de aprovi­sionamiento de insumos y do desarrollo institucional dotra Coo.perativa; nues­y tiende fundamentlmente a convortirla en 
un
instrwemnto cada vez rgs apto para la promoci6n do laagricola producci6ndel UruGuay en concordancia con los lineamientosi-lan Nacional do Desarrol.lo, del
asi como para el riejoramientonologico, de los ingresos tc­

y de los nivelos do vida de los peque­hos y medianos productores vinulados al sisteaa de Foonto 
Rural.
 

.&l nonto total del 
1-royecto asciende, al 
tercer afio, 
a la suma
de UyS 3:384.09J.- de los cuales el alporte nacional esUiS 1:384.091.- y ol saldo se 
de 

financiarfa

AID por una con un Torostai..o de la:;wta de U S 2:000.000.- mds las previsiones por in­crornto do los precios internacionales 
desembolso previsto. 

duronte el perlorlo de . sa cifra global se discrimina, seLn loestablece el respectivo Proyecto, de la siguiente manera: 

AsistenciaDesembolsos Bienes de Insmos T11cnic.--, y Total 
Gapital - ntreneamiento 

Ahio 1 
n(1I6) UyS 604.500.- 495.000.-
 70.000.- 1:169.500.. 

AI',o 2

(1977) U.,S 330.000.-
 470.500.- 30.000.- 830.500.­

110 3(1978) U.90;S34.50-- - 0 0- 2 -. Q
 

U4S 934.500.- 965.500.-. I00.000.- 2:00,oOO.. 

http:U.90;S34.50
http:Desarrol.lo
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P6gina P
 

Ilazo de Grania: 9 afios. 
Tasa de Intor6s: 
 2% durante el periodo de gracia y 3% posterior­

me nte, 

Amortizaci6n: 25 afios. 

Aval: La garantla del mencionado Pr~stamo consistirg en aval del
Gobierno de la Reprblica Oriental del Uruguay, sin costo alguno
para nuestra Cooperativa. 
CALFORU pagarg los intereses y aniorti­
zaci6n al Gobierno de la Repdblica Oriental del Uruguay (I.!iniste­
rio de Econom 8 y Finanzas o quien 'ste designe) en moneda naclo­
nal. 

Por 	la presente hacemos llegar a Ud. nuestra solicitud formal y
le rogamos se sirv disponer la realizaci6n de los trdmites nece­
sarios para la aproboci6n del Proyecto y el otorgamiento delPr6stamo de referenci.a por parte de la AID a nuestra Cooperative. 

Saluda a Ud. con la mayor consideraci6n, 

por 	COOPERATIVA AGROZE,-JAR'IA LII.:TTADA DE 
SOCIEDADLS D.' kOMENTO RURAL (CALFOPU) 

Dr. 	 Siil o-'F A-Uilla 

si dente 

Juan L. Adano ........	 i..nt.
 
S 	 Secretario 

R: rmsm 
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,* " ,r. P!. : :".;. . .. , 

•¥t\("J / A1, '7"-y	 LO:. &--Lv.-­

;O	R 26223Z FE 75

FM SECSTAT.,- 'L DC
.X-1I TO .4IEIqBIYASY IO"JIEVI1EO .9798 	 --------ACi O;, C 

'"2" U'CLAS STATE 04.3762 Action token: 

)f-l'eQ °O0o I 16 52: 9/A
T AGS :n i s :... . . 
SUBJECT: FERTILIZER SOURC- 'AIVER, 

RFIFv (A) MO'TEVIDEO 73508 (B) ST.ATE 17912. 
It' RESPOt;'SF OESTjO, pAISED PAF 2 PEE . AID PD.' I'S.;xTOHAS PROVIDEDF1JTHOPIZ '!TONI FOR APPROVAL OF ATD EF,/i'CI, ICOF FERTILIZE-R P!JPCHASS FRO1l AID GEOGRAPHIC"_ ....COJNTRI E13, SUCH g.JTHORiZATIO.N APPLIES TO CO I . ERD"CTINTO PRIOR TO jL]M, 5tP, 19-75. 'VE POX'.T OUT 'l . .. . lq .. .T9,K'l."v"-p THATTHIS Is NOT q) AUTO,,,,Tic APPTROV./,L OF CODE 699 PURHSF:STHE CIU.HCIZA' ':.5 PROVIDED TO ALLO!- I F)-I ; 3Ci.GOFR .ECIPT T CO;:,';TRY FERTILIZER ,IDS DUI tr ,. 	P,?'iOD OF C.TICAL F)HOTeAq.GC I,\' THE. S. IT OW .PEl'* T.HAT THIS S'T
AE HAS . $O'ISHHt.. 4PPi.OV?'L 
 OF FIil}A" C!;!i" F CR F-,'f.LIZER PU?C}.oS IO:,i ;.;OURCS OTHERM,USTi 1 UST r D 	 THti. P. , CODE 7rq OM 941/J"-- FR0;, . I D/u I,-1'D ,i I ILL FOP TI CGI 1 G
 

ON). Y 4FPT.:4 , :i,) DET
IT H .13 'D ' F .II,-N THaT PUrCHD THi 	 ',OJlI)AFFECT DOIESTIC tsVsiLABIIiTIE.BT" 	 'ISSI ;jGER'
 

http:PU?C}.oS
http:F)HOTeAq.GC
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ACl ON~ COPY11,51- f210z~iiu:a
IlA'P 132347Z FEB 75 
A F13SlECSTATE WASHDCv'I 


TO AN"E,"BASSY MONTEVIDEO PRIORITY #725 
DrR BT
 
COXi UNCLAS STATE V179 12 	 Dole: 

Iniliols : 

'llle--OLLOWI'iGREPE4T STATE 0178912 ACTION) SAIGON SLA0APAD DACCA
 

KABUL PHNOO PENX NEW DELHI COLOMBO A"tIIDJAN ACCRA ADDI 4P. PA 

BAIAIO CO: A!.RY COTONIOU DAKAR DAR ES SALAA"I FPEETO',.: 1HARTOUM 
KINSHAS.A LOGOS LOIE .MBABA'E YIOROVIA 
NAIROBI NIA:iIEY NOUAKCHOTT 
OUAG ADOU Ot YAOUNDE. TEGUCI GALPA GUATEM1IALA KI NGSfON) IANAGUA 
SANTIAGO PO 

P AU PRINCE LIMA OUIT.A BOGOTA SAN JOSE SAN SALVADOR 
DATED 24 JAN 75 
QUOTE
 
UNCLAS STATE 017912
 

AIDAC
 

DAR ES S.ALAA,(V) FOR USAID AND RDOEAIARUSHA; NAIROBI FOR
 
USAID ANtD REDSO/.A
 

Eo0O I1652" N/4 
TAGS I 
SUBJECT; PRFLI.,'I4RY ESTI,"ATE OF AID FINANCED FERTILIZER 
PpOOtlREiENIT IN FY 1976a 

1, IN r.DDITI )N TO THE CONT TNUlING WOiE'CY POLICY OF :.OT
 
FINV;ICI.-
NGSHI!ET OF FERTILIZER FRO-X TH E UJ,S. DWUI N' TH E 
MONkTH- OF FEFRUA!Y "HROUGH NAYs TIE FORE!G} AJSSSTA'E ACT 
OF 1974 :JI0'.l)f1ACE 4 CTT! !,'G ON F.RTILPRER FOP VI;'T, ' 

THE .CT PROVIDtZS THAT 1O i'OPE THA) O',---T1iIRD) OF TBT F!:DS 
OBL IGAfED OF E;(PFE. :ID I i'lFY 1976 ..') TH[REAFTE:R FC, FEPTI-
LIZE.R lAY f USED FOR TII PiOCURTIEEIT OF FF.RTILI FOR*,-.'" 

VI FT'1A.) TI E G q.Q AIL CO';:.l EIffiS AE F A.H THF l'RL..IDE TO 

kI(4T !S B)-C,.;' I 4 j C Vf:ZTT.)FKXf', C:'.£'C AY,ELY; I'IPUT FRO.i 
TI.DC3 1.(0 APE POI'!¢NT' A L P!P CH SC.?. OF ,ID F I.1AXr,'D, 
F-TI1. I.T 4II TO f I.)Fl?V'P.'w.:D FE TJ LI Z7ERZ'ERT I ,ATEi) 
Pr CII f?".I 1) PLR", FNO ' FOp 197! ,', F A PfO 4:. A::'1 C VI HT.,l 0 FY 

w rO I,!'IL AT OA EF A LP-M 
Flou;.,,,s 0,1) AID V I.Z- PPCCII*':IT PY ALL OTHER 
C :A vulOT . F!.FT:T.;:1 I H .'! L.' IST 1 

FI.NAllCFD T). 
COUNTR I ES. THE VIETNA;i PROPLE.A I .:TlE IEDIATE, CO;'IPELL-

U1 IL'SflW,3YD
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PAGE TWO UNCL.ASSIFIED STATE 019912 

ING. REASON FOR OBTAItflr FY 1976 FERTILIZR. FSTIAT.0.iI'{OWEVEP WE CAN IOT OVER HPHASIZtH ,:I14'.Wf: TVATfC. THIS IS til A""CY1: "G"'Z'C 
WIDE PRO.,LEM AS THE STATUATORY R:MI w.1' rT DICTATES THAT 
WE PROVIDE AS.",'P OUR CL . ,SF,:RTILIZER INEE2DS. TMEIRt IS 
ALSO THE N)EED TO EVOLVE A FERTILIZER PROGRA.I FOR, FY 1976 
FOR GEN",rZAL PROCPA'1 PPPOSS A", FOR OFFICIAL '.D U,. 
OFFICIAL PRESENTATIONfS TO THE CONJGRESSo 

2 BASED ON YOUR BCST ESTI'ATES OF FUDIG AVAIL4ILI-
TIES AND LOAN! P2IORITIEEqp PLEASE FOR4ARD PROJEr.CT I:;PORT 
NEEDS FOR FY 1976 TO ?: FINA.!CED BY ID9 BROKiEN DOw.I,' 01Y 
PRODUCT Io" : UREA9 N,PoX., DAP TSP. IMFORiAT IO1' 
SHOULD BE SuBf'IITTED BY JANUARY 300 19750 

3 WHATEVER TiE DATA SHO419 AID/14 CAN GIVE NO AS.SURA;ICE 
THAT AID FINANCED FERTILIZER WILL BE FORTHCO;IIHG 1- THE 
NECESSARY Q..UAITITIES OR THAT AID !ILL FINAINCE Till,; I.DI-
CATED QIAETITI VEN' IF AVAILABLE. 

4; FOR YOUR GUID.-)!CE A;ND INFORU.:ATION IT IS AITICIPATED 
TH AT CONGRF ";.;0, I 1 CO.C ER " frOLE F TI"' ,10,VER ",ID °S IN -vE . 
LIZER FIN,DIG !WI'... NOT LESSEN, PARTICL LAP..LY AS " HE 
DOMESTIC PLANTING SEASON APPROACE;EoS. W'HILE TM: SUPPLY 
SITUATIO.) WITH "FE.13PECT TO P1IOSP'H:Tl C FFRTILZE!CR ;'PPERAFS 
TGI(BE E[AS;I'G SO;1E'.JHAT. THE HAS BEEN NO APPRECI rBLE 
1t'IPROVEt"q1E'T 
FER'fTIIY . 

IN THE SUPPLY 
1"hEI , GER OLL 

OF NITROGE!, OUS (MAINLY U.REA) 

U QUOT 
INGERSOLL 
B 

UNCL ASSI FI ED
 

http:PROJEr.CT
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DRAFT ANNEX A TO LOAN AGREEMENT 

Project Description 

The loan will support Government of Uruguay priority objectives,achieve toa sustained increase in agricultural production; to augment ex­port earnings; reduce food imports; and increase small and mediumfarmer income and productivity. 

The loan will be made directly to the Agricultur al Cooperative ofSocieties for Rural Development (CALFORU), with a two-step PaymentGuarantee Arrangement with the Government of Uruguay (GOU). 
The purpose of the loan is to assist CALFOpU to strengthen its insti­tutional capacity to (a) expand its marketing system; (b) improve itsfarm supply distribution system; and (c) efficiently manage its ex­panded activities to better meet the needs of its local affiliates arid
their members. 

A. Project Components 

I. The Marketing Activity - The loan will help install two decid­uous fruit packing and cold storage plants for peaches, pears, applesand quince. The cold storage will also be used off-season to holdcitrus (oranges, grapefruit and lemons) destined for export to Europe.Loan funds amounting to $831, 000 will finance capital goods (coldstorage chambers and equipment, fruit packing lines and fork lifttrucks). CALFORU will also continue to expand its processing andma-keting of honey, garlic and beans to a yearly sales total of
$3, 119, 000 by 10378. 

The further development and expansion of CALFOt U's marketingsystem will focus on overall farm to final market needs which willserve over 1,500 farmers, who produce non-t-aditional agriculturalexpo,-t commodities, by the end of the third yea-, of operations. Fieldharvesting containers will be constructed by CALFOPU and suppliedto the farne,.s on credit. CALFORU financing will be available toadvance the fa-ine, between 35 percent and 75 percent of the estimatedvalue of his crop upon delivery to his local producer organization. 
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New management systems and. necessary, staffinginc eases will.becarried out concurrently wihteother, activities: aimecP atoverall­
growth of CALFOR.. CALFOU will undetake the-following specificactions to Improveits central organization and delivery of ,services:expansion and reorganization of Office spacem puchase of twofieldvehicles; and development of a management info-mation and cont.olsystem. An improved centralized accounting system.will be developedwhich will also serve the local CALFORUIsmember organizations on 
a fee basis. Counterpart funds will cover all salary and administrativecosts and provide fornecessary expansion of facilities,of additional office space, needed such as rentalto carry out the total project. 

Up to 15 man/months ($75, 000) of contracted technical assistance willbe provided with loan funds. CALFOU will contract for this technicalasisatance through international cooperative organizations in the specificqareas of: administrative organization, systems analysis, marketing,
processing, and p.ocurement. This assistance will be p.ovided bytihoot-term consultants (one to three months), depending upon the requi.ementke of each specific activity. 

A total of $25, 000 of lan funds will support internationa Costs of train-Ing. The objective of this training is to upgrade CALFOU managementcapabtlitfes; through experience and observation of on-going cooperativeactivities3. This training for the most part will be on-the-job trainingfor cooperative managers and employees. Arrangements will be, madefor key CALFORU personnel to visit and actually work in cooperativesInvolved in fruit packing, processing, and other marketing activities.This t,-aining will be short-term (I to 3 months) and for the most partwill be caried out in Argentina, Brazil and the United States. 

B. Beneficiaries- Target Groups 

The beneficiaries of this project will be (1) the15,00 producer 
. 

membets of CALFOTU who by the end of the th.rd:yea w pa-tici-,.wbbe-patling In the expanded and impro6ved far SUpplydistr.but.on.system
of CALFO'"U, (2) the 1, 505 producers of fruits, vegetable' and 6t e
non-t,,aditional export crops who, Iby the end of tidyarwl e 
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marketing their produce through the CALFOPU export marketing sys­
tem, and (3) all of the 18, 000 members of CALFOpU benefitting from 
improved management, accounting, budgeting, and planning functions
 
and efficient administration.
 

C. Administration 

.In accordance with CALFORU's present procedu-es, the P-esident 
of CALFOPU will manage'the loan through delegations of authority to
the heads of CALFOPU'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. Petail sales through­
out the country will be made through the local coope-atives. Sales will

be for cash. CALFORU fieldmen will service the various field 
areas,

while the central staff will arrange for purchases and imports.
 

2. The Marketing Department will receive di-ectly f-om the fa-­
mer a va'iety of products which it 
 in tu-n will process, store and sell
 
on both the domiestic and international markets. 
 Loan funds will p-ovide
packing and cold sto-age facilities at two sites for handling pears,
peaches, apples, quince and citrus. Apa-t from the loan, a honey ex­
t-action plant will be installed as part of a FAO p,-oject and p,-oducts

such as ga-lic, onions and beans will be graded and sold in the export

and domestic m-arkets.
 

3. The General Services Depa-tment is one of two conce-ned with
the administration of the overall organization and sipports the two in­come producing departments. Functions include: (a) Personnel - p,-epaa­
tion and application of personnel policies; (b) P-ope-ty Management ­
allocation of office and other space, control of fu-nitu-e and equipment
inventories, cont-ol and use of vehicles and drivers; (c) Operation of
Warehouse - inventory cont-ol, 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 de­pa,-tment. Functions will include: operation of the accounting system,budgeting, management of cash flow and exte-nal c-edit, maintenance
 

of accounts for farmer members and member cooperatives and pro­
vision of centralized accounting 
on a cont-act basis. 

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

Administ%-ation and accounting for both the farm supply and marketing

operations, 
 as well as the member capital accounts will be done cen­trally by CALFORU rather than by the 250 individual base coope-atives.
For CALFOP U'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 - CALFOPU will establish the p-ice of each item sold
based on 
import or local pu-chase cost, cost of sales and services, tak­ing into consideration the market situation and the prices of the
petition. com-
Prices will be FOB Montevideo and the local cooperative addstransportation costs to the established price. Pricing policies willundergo continual -eview to assure the proper balance between benefits 
to the farmer in the form of low prices and the capitalization of

CALFOPU to develop 
a solid base for its operations. 

Credit Policy - the general policy of CALFORU wi.'l be to sell all farmsupplies for "cash", cash being defined as cash money BORor "order3"
 
(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 impo,-tlicense through placing an o-der, receipt in port, delivery to local
coope,.ativos, sale to fa-mers, and the final deposit of payment in 
CALFJ)RU's bank accounts. 

The Borrower is expected to develop a five-year expansion and capital investment
plan to be approved by AID. If investments cannot be carried out in accordanceWith that plan, undue cash accumulations will be passed on to CALFORU membersin tlh form of price reductions and/or rebates for goods and services provided.Since CALFORU projects that the volume of operations will peak in 1979 (andremain 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 OLhe, Organizations 

Although this and the Agricultural RTesearch/ Technical AssistanceLoans will serve part of the same target group of farmers, the twoloans themselves serve two distinct purposes. CALFORU will workdirectly with that portion of the IATA target g-oup which comprisesmembers of the CALFORU affiliated cooperatives. It has a moreope-ational goal to try to provide inputs for these farmers 
to use in
their production and to provide profitable marketing outlets for members'
production. 

CALFOPU likewise will play a role in ale-ting the produce-s to oppo-­tunities for adopting new technobgy being developed at the Gove-nment'sregional demonstration farms. While research results of the loan­funded IATA activities will not be available for several years, researhefforts previously undertaken by IATA (improved forage management,
improved field crop cultivation practices, 
 use of ce-tified seeds,fertilization levels, prole­imp-oved dairy husbandry practices, imp-oved fruitand vegetable management and cultural practices) are now moving intothe demonstration and commercial application stages. 

Once new technology has been proven profitable, CALFOU will call
it to the attention of its cooperative members, 
 encouraging them tovisit the demonstration farms and learn how to adopt it. The adoptionof new technology which raises the productivity of cooperative membersnot only is 
 in the interest of the producers but also of the cooperative
itself. 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 p,-oducers.
 

E. Project Implementation
 

Pricrto disbursements for specific activities, CALFORTUand submit to A.I.D.,project implementation will prepare
plons, in satisfaction of theConditions Precedent (Capital Assistance Paper 
- Part I).
 

Among the major 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 thesefacilities, and any legal documentation, such as leases, fo- the ope,-a­
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 tobe financed under the project, and develop detailed scopes of work for
contr-act 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 clea,-ance, inventory, assign­ment, and maintenance of equipment, machinery and vehicles. 

F. Scheduling 

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

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

a. Fa-m Supply Dist,ibution $1,300,000 
Import Credit 1,265,000
Equipment 35,000b. Marketing 

$1,803,625
Buildings 292,656
Equipment 1,510,969 

c. Cent-al Office 
$ 280, 466

Building 70,000
E'quipment 80,648
Vehicles 29,818
Technical Assistance 100,000Total Cost o& Project 

$3, 384, p1 
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2. Financed by: 

AID 

Calenda, 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 

CALFOR U 390, 635 
Credit (local Sources) 

Fa-m Supplies $300, 000 
Cold Storage $331,300 631,300 

UFPUCA & JUMECAL Coops 
and National Commission 
(local construction) 362,656 

$1,384,591 

3. Percent of Financing 

Counterpart 41% 
AID 59% 

Total 100i 

G. Evaluation 

A joint CALFOPU/USAID Evaluation Committee will be established 
within two months after conditions precedent to initial disbu-sement have 
been met. The Committee will. consist of the four depa,-tment heads and 
legal aIviSor of CALFOPU, -ep-esentatives of the National Commission, 
and the UJSAID Agricultural Division and/or Prog-am Offices. A CALFORU 
SCe),'en.'0JtkLdive will be selected chairman as CALFOPU will assume the 
majo- .'e,()Sibility or evaluation. Pepresentatives of the Ministry of 
Ag,-icultm'e, 11nd eventually othe- GOU agencies will be invited to attend 
specific ev:uualtion sessions of mutual inte-est to the GOU and CALFOP U. 



- n20 -

Members of the Committee shall determine when and ho%. 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 sho-t-term 
cont-act assistance as appropriate. 

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

Pesults of all evaluative reviews will be documented in a report f-or the 
Committee's Chairman to the President of CALFOPU 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 approp,-iate 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. 




