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URUGUAY

Arnual Budget bmission for Fiscal Yeer 1377

1., Mission certification of continued validity of the AP,

The Mission has reviewed the FY 1375 DAP, as apprcved oy AID W, and
certifies as to its continued validizy. The 3CU continues %o mane progress

in carrying out its stabilization-developrment program. IThe other =aior in-

ternational assistance agencies /IMF, IBRD, ID3, UIDF, _43) centinue 1o oro-
vide important financial and tecnnical support to the XU prograxm complernent-
ary to AID activities, The GCOU is aiso receiving important credits
private cormmercial banks and foreign governments, AID's primary s
centration continue to be the agricultural sector and thz: oI deve
licy and management. Three AID loans were autrorized Tor Uruguay i T 12
all ot which are fully supportive of the DAF strategy. Flans Zor phase-out
of the AID program in FY 1975 as indicated in the DAT and the FY 1374 2
are being prepared and will be submitted o AID/W in Decemvter, 1373,

-
Y
~
o

II. Coportunities for centrally tunded research - See Annex A,

'3

.

III. Summary tables for FY 1376, Interim JQuarter and FY 1377, Zee innex
IV. Iiew Projects,

{1) FY 1976 and IQ - No requirement for additional deccumentaticn., Iwo
new projects are planned. <me, Fiscal Policy and Manazement, was presented
as a PROP to AID/W in June 1975 and approved. The other, Agricuitural Manage-
ment, was submitted to AID/W in February 1973 as & Prelimirary Froject Faper.
We anticipate that the project will be further refined a=nd the PF sutnitted
to AID/W in the first six months of FY 1375,

(2) FY 1977 - The only grant activity Mission is considering for Fi 1377
is a General support grant [block grant, to the WU to be adzinistere :
Cffice of Planning and Budget (CPP). The grant would te for 320C,0CC te
disbursed over a twe year period, 3100,CCC in FY 1377 and 310,000 in 7Y
This grant would be an essential element in the Mission's phase-out stirat
in Uruguay. See Annex C for details,

NOTE: Mission has had preliminary discussions with two Urugusyan organizations
regarding the possibility of VO Cperational Progrem Jrants. we expect 10 re-
ceive project proposals from them or other W(s during FY 1376 and will xeed

AID/W informed. We are tentatively programming 31{,00C in each FY Zor these
activities,

V. Ongoing Grants

See Annex [ for narratives for the following projects tor which FY 1375
funding 1s planned:

Agricultural Institutional Development
Development Studies

Economic Management and Training
Special Develomment Activities
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The fiscal tables will be provided, as reouested, by July 31,
Vi. PL 480 - No program in Uruguay
VII. HIG - No program in Uruguay
VIII. Assistance to PVOs and Cooperatives - See sannex E

IX. Contraceptive Tahles - Ho program in Urugisy
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General Support Grant (Block Grant) for Development ncvisory Services to

GOU Office of Planning and budsget (OPP) ($200,00C)

The goal of the block grant would be to upgrade the GLU's development
planning and program managemen® capabilities during & ~“wo year transition
period prior to phase out of iie ATID program by the ¢xd of FY 1978.

The purpose of the blocx srant is to assist OPP z2:d other xey develop-
ment agencies in obtaining timely short term advisory :e-vices and training.

Such assistance will be required to covercome developwme © 2ottlenecks,
strengthening existing capabilities to analyze priori-. ‘lsvelopment problems
and formulate appropriate remedial policles and progre:s. and otherwise deal
with emerging or unanticipated problems for which chor: “erm advisory services

are required and which are not expeditiously availabl- from other sources.

The immediate beneficiaries will be the Planning #‘ire (OPP} and other
key agencies responsible for development planning and o gram execution.
The uwltimate beneficiary will be the economy as & who.r, as the private
sector is incentivized by beitter quality GOU economic 1 :licies and programs
which result in increased employment, economic activi::, and expanded

productivity. As GOU development planning and progran cxecution capacity is
upgraded, improved resource allocaftion will result as well as a higher pro-
duetivity of fiscal investment.

The block grant is proposed on the assumption that the GOU generally
andg the Planning Cffice particulerly has made progress in erhancing its capa-
city to plan, program, design, administer and evaluate 'i:crete development
projects working in close coliaborstion with internatizia. donors. The Plann-
ing Office has reorganized its unit charged with coordiiarion and management
of external assistance and is beginning to perform in = highly professional
menner, The Chief of this unit has visited the headquarters of the major
international assistance agencies including AID and ha: become familiarized
with the program cycle, project design, implementation #-d evaluation pro-
cedures of these agencies, There is now growing evidenr = that the Planning
Cffice has improved capability of defining its assistanc: reguirements, design-
ing projects, and identifying external assistance sources hest suited to its
needs. Through cloge collaboration in AID loan prepare’:.icn with the Planning
Office and the Ministries of Agriculture and Indusiry srd fnergy, key
personnel of these institutions have had intensive pract.c:l experience in
preparing inputs for leocan project justification including project design,
implementation and evaluation documentation.

The key rationale of the proposed block grant is to provide transitional
AID assistance to GOU development agencies through the T'larming Office, during
the phase down of the AID program in Uruguay until its plamned termination
at the end of FY 1978, The grant will provide a flexibls: nieans for the Plann-
ing Cffice to meet its short term requirements for externa’ advisory
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assistance and training tc solve unanticipated development protlems and
bottlenecks, analyze emerging policy trends and formulate remedial pelicie
and programs, and obtain external help on development problems for «whiczh
normal programming procedures of intemational agencies are not ecuxaoed
deal with in a timely manner. It is anticipated that up to 20 percent of
block grant funds will be used for short term training,

The areas initially identified as those in which tlocx grant sssistance
would be used are:

1. Development policy and program management services.

With the phase out in FY 1976 of the Development Studies projecs,
there will remain a continuing need for the GCU to obtain short term proles-
sional development planning assistance of the type provided under the
project.

2. Agricultural Development Assistance

With the phase out in FY 1976 of the Agricultural Production ani
HMarketing project, we anticipate a continuing Ministr; of Agriculture interest
in receiving short term consultant services and training in such fields as
grain storage problems, noxious bird control, grain marketing pr ctices, ezc.

which fields are not being covered by AID or other interrationai scencies.
In this area, we anticipate special attention will te 2directed to

>
providing short term technical assistance to the Rinissiry of Agriculture’s

rural cooperatives programs and services designed to support such zro
respect %o planning, programming, operational and financial managemen
training, and cooperative development. The coops served will not !
ing such assistance under AID Loan L-025

3. Program and Project Design, Evailuation and Implementation cf Public
Sector Activities.

While substancial international agency assisiance is teing provided
to 3CU agencies in upgreading their capacity to evaluale Trivate sector in-
dustrial and agricultural projects, there will remain an u:at:en*eﬂ need
for improving suchk capacities in respect to the olanuluﬁ, rroject desimm,
evaluation of public sector vrolects, which responsivtility o a ;arﬁe extent
rests with the Planning Cffice. ZHlock grant assistance would bte avsilatle
through the Planning Cflice Tor short term advisory services and <raining
to upgrade GCU capacity in this regard.

The mechanism Tor administering this grent will te similer %o zhat
used by USAID/Colombia Tor its block grant. An overall agreement will Te
negotiated with the 5CU Plannlng Ctrfice, det'ining tne purposes of the oro-
gram, defining the criteria for sub-projec: selection, establishing <he
terms of the sub-project apoproval procedure, and seiting Jorth the Tinanciel

terms, inecluding disbursement and auditing procedures, Sut-projects
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prepared by CPP for financing under the grant will ¢ reviewed by the Mission
for approvel. It is planned that up to $100,000 ¢? *'e grant will be dis-
bursed in FY 1977 and an equal amount in FY 1978,

It is anticipated that Auring the impleme:n: ztion of the grant, the
GOU Planning Office will gain experience and a pro: @ icinal competence in
preparing useful sub-projects:, preparing technicall: rcund sub-projects
Justitications, design and evaluation plans, and ir iwmplementing these acti-
vities according to good management standards.

With such experience, we anticipate that by «19 program phase out

in FY 1978, the Planning Office will be in a positiu ¢ continue the pro-
Ject after the AID Mission termination., If GCU pertormnance in implementing
the block grent so merits, as AID phase out nears, .= “ission would propose
amending AID loan agreement:s on L-022 and L-025, ftc :u-horize a certain
portion of AID loan peso recurverations %o be annuall. iszigned to OPP to
finance a continuation of the same type of activitis=: as would be carried
out under the block grant. ZSuch amendments would b: necessary to permit

peso reflows to be used for public sector purposes.

In this way, the formal ending of the ATD prooram in Uruguay would
not mean an end of USG asscciation and assistance tu tie J0U's development
effort, AID financing for these activities through s of peso reflows
would continue well into the 1980s, Thus, USG will | = directly, if modestly,
assisting Uruguayan development in the post AID peri- 1 with benefits both
to U.5. interests and Uruguayan development,
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ANNEL D

AGRICULTURAL INSTITUTIONAL DEVELOPMENT

This project continues to be the single most important technical
assistance program being carried out bty the Mission., Its principal objective
is to essist the Ministry of Agriculture in its research and trairning programs
geared to faster expanded production and marketing of non-traditional export
crops. <he AID assistance is provided through a Tri-University Consortium
Contract !Penn. State, Michigan State and Texas A i MY, This rrojest is now
slightly better than two-thirds complete and the termination dste of Mareh,
31, 1976 remsins firm. An in-depth evaluation of <his prolect was carried
cut in Jovember 137- by an outside consuliant, wnich stated: 'In gereral it
is felt that this project, is well conceived and is now teing carried out
in a satisfactory manner., The University Consortium sctivity, focussing on
the small farm fruit and vegetable production areas surrounding Montevideo,
is filling a c¢ritical need that is clearly expressed in XU Zevelopment Tlans
and that is quite appropriate for AID grant assistance, I% is exceedingly
difficult to measure progress in this xind of research activity in terms of

production and export increases, while there are : c < i
’h1~her value of non-traditionzl exports, etc.,' it is 3iffi

this directly to the work of TAIA fThe J{u Agriculiural Zesearc
Unforuunauely, we are dealing with a long-range enterprise =zt &

5

the GCU has an urgent need Lo reduce inmports snd increase expcris - blish-
mert of a fruit orchard re-uires several years, Incresse ; !

duction are constrained by such problems as selection of wvari

production, and disease control’., The evaluation report contin
sual tendency is to measure outputs or results only in cuantis
In this type of activity, hevever, the more S‘gﬂlp‘CCﬂt 01TPUTS

tive and often guite difficult to messure, In-servi-ce <rzining,
is zuite important =zs formal particigant iraining, o

usually described in such terms as changin

-

12
ship nualities., On the other hand the wverifiatle
3

logical frameworxz nave Deen met and surpsas 21l -as
Verifiable Indicators Planned o
through FY 13730
Number of participants 1.7 1.2
Tumoer of research projects carried out
Truits 31 a7
‘egetacles co -
rlent Fathology = e
Zotatoes 1z -
Puclications
Frinted or in Frocess s G
Proposed =1 =
Zpecial Reportis - 1z
Dumver of IAYA personnel on board
Zechnicians 21 R
Assistant Technicians 11 ;
Cperations, services 1z 13
Administration s e
Field Labor 16 13



+
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O

During FY 1976, the Mission will provide the ‘finistry of Agriculture
both long and short-term advisors in the pricority croos Jointly identified.

Fmphasis will continue on agricultural marketing, 'lie major portion of
participant training will be loan-financed with oniy s small amount of short-
term training grant funded. I!lany of these same acti-ities will be continued

and expanded in FY 1977 under the Agricaltural Regen-ch and Technical Assist-
ance Loan {L-024).

The most recent evaluation Jor this project vu:; submitted in November,

197L,
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ECCHOMIC ALD MAHADEMENT TRAIN

This is a participant training project designed to send ruali

middle and upper level perscnnel in the xey 50U development agencies, ori-
marily the Ministry of Zconomy and Finance, including the I7Tize of ZFlenning
and Budget (CPP), and the Central 3-nk, for training in three priority
areas: (&) macro-economic studies; b} development planning and program-
ming; and (c) development administration. The project got underwsy in 7Y
1975 and it was rlanned to send long and short term pariicipants in the
areas of Industrial Economics, Tax and Fiscal rOllC} at-uies, TO-YCono-
mic Studies, Meonetary Studies, Transportation Zconomiss end Flamni ot
tvaluation, and Public Enterprise Management. During FY 137°

countered some difficulties in recruiting and obteining cleara:

of the long-term participants. 7o date two long-ier= zariicip

parted for training and three more have been selected. There -

better performance on the short-term part icisan:s: THO nhave teen

seven more have teen selected, The 7Y 1275 progrem is ¢ send
end 1C short-term participants in the =z2bove zreas. Missicon telieves iz

fficulties involved in recruiting participants are Teing cvercome sni
that the project plans for TY 1375 will te met.
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DEVELGPMENT STUDIES

This project was initiated in FY 1274 Lo provii.c

Office with short-term advizory services in order
of macro-economic policy siuafies rdesigned o give

and program coptions for dezl

problems constituting bottle-acks in the developme:

The main project outputz are studies in znhe I

areas.,

{a) 1Inflation Contrcl and the Halance of Payr- -

(b} Fiscal Policy and Tzx Reform

{c) Commercial Policy

{d) Employment, Unemplovment and Social Jecuri v

{e) Historical Analysiz of the Reasons for E- .o

guay. [To be completed during FY 1975,

During PY 1975, a team of & well-known U.S. ar i

under the supervision and ccordination of Dr. Larr:

sity of Chieago, werked on the studies, of which tie

submitted to the GOU:

Notes on the Value Added Tax in Urugusy {Dr. 2.

The Taxation of Income from Capital in Uruguay

D. Wisecarver)

The Role of Fiscal Factors in Uruguay's Inflati-r

Graduslism or Shock Treatment - Consideraticon:
tion (Dr. A. Pastore and Dr., R. Almonacid)

The study on Uruguayan Commercial Policy has b

Sjaasted and Dr, Rodriguez. Final version of Dr.

Lhe (F0U Planning
“nrry out a program

T offPicials profession-
al analysis of key economic oroblems together with @ ¢
‘ng with them and also oo
Office and other GOU agencies in dealing with spec: i~

orerent set of policy
¢ ralst the Planning
tolicy or program
TYOCEeSsS.

ilmwing Tive general

nis Btagnation in Uru-

I:2in American economiets

:otad, of the Univer-
"31lowing have been

Yairberger)

;™

'Tr. A, Harberger and Dr.

‘“r. A. Harberger)

o e Cost of Stabiliza-

. completed by Dr. L.

. e Castro's study on

Employment, Unemployment and Social Security has bect complefed and will be

submitted tc the CPP shortly.

An important by-product of the Development Stuiien project was the

nomic policy as reflected in the ongoing stabilizat
now being supported by the IMF and IHRD,

opportunity for the distinguished group of AID cong:
occasionally with the GOU economic team on general =+o:
Suck consultations have contributed to the positive

tants to consult
mic policy matters.
ritation of GOU eco-

T

anedevelopment program,

The Mission plans to extend the life of this project for one additional

year through FY 1976.
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In addition to these main studies, assistance has been provided to
the Cffice of Planning and 3Budget, the Central Zank end the Ministry of
Agriculture in the form of special studies and surveys on Land Investment
Returns, Industry Level of Activity, Milkx Production 3Subsector, Moneiary
Research and Analysis, and preparation of an Agricultural Foliey Ztudies
program,
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sPel AL DEVELOPMENT ACTIVI . I&S

Nine projects totzling $24,000 were approv:i curing FY 1575. The funds
were used to provide assistance to projects whicl. contain a significant
self-help end cormunity «7Tori component,

These projects included such activities as igsting (a) a school

and orphanage to purchase construction materials "~ build two classrooms,

(b) a children's home worxshop to purchase a car) :rters bench and saw, {(c)

a private non-profit crganization vo help poor o ildren whose parents work
during the day with construction materials to re7:lr seven nurseries, {d)

a ccoperative formed by low income people who wrr'c in gardens to buy a second
hand tractor, etc.

L]

Since the life of the project, which startsd in FY 1965, 169 projects
have been assisted under DA, for a total amount «f approximately $551,000.

Mission plans to continue this preject on =n =-nual basis through FY

1978,
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ANNTE E
SUMMARY TABLE
A.I.D, Financial Support for Private Voluntary Crganizations
(s oce)
7.
Country: URUGUAY FY 1376 2. FY 1977
GIGOING GRANTS:
A. OCngoing CPG {initiated FY 75)

Community Farms 5C -- --
Subtotzal 52 -- --
of which cooperatives [non-add) fa2) ) faa)

B, Bon-0PZ - lione
NEW GRART
A. (PGs - lo specific Proposals received
yet, but Mission expects to re-
ceive some. Funding recuirement
are estimates, ol 2C
Subtotal
of which cooperatives {non-add) f.2) faa) faad

=, lon-CPT - Kone

ICALRS: Yone



