
DEVELOPMENT PLAIN - I N G  AND ADMIMISTRATJOI - 

O. RECIPlEMf (epcw> 

~- 

2. CLEARANCES 

- 

BEST AVAILABLE COPY 



t r o j e c t  Goal 
Grc-e==rrG.-er 

To ach ieve sus ta ined  domestic economic and e x p o r t  gpowth, 
Uruguay has one of t he  poorer  records  of economic g ~ o w t h  and 
development i n  t h e  wo r l d  ove r  t h e  l a s t  15 years, GNI' has increased 
h a r d l y  a t  a l l  and per  c a p i t a  income has f a l l e n ,  S ince  a g r i c u l t u r a l  
expo r t s  a r e  t h e  key f a c t o r  i n  Uruguagan development, and the  very 
l i m i t e d  quan tb ta t lwe  unders tand ing of the  s e c t o r  and r e s u l t i n g  
i n e f f e c t i v e  a g r i c u l t u r a l  policies bear  much o f  %he blame f o r  pas t  
poor performance, t h e  proposed research  p r ~ j e c t  i s  aimed a t  a 
v f  t a l  unde r tak ing  f o r  i n c r e a s i n g  Uruguayan development, 

1, Expor t  growth o f  5 t o  10X, 

2, Domestic a g r i c u l t u r a l  growth o f  5%- 

3, The e x t e n t  t h a t  t h e  O f f i c e  o f  t l a n n i n g  and Budget and t h e  
M i n i s t r j  of L i ves tock  and Agr.Bcu1 Owe ape u t i l  i r i n g  thc4r 

p lann ing  c a p a b i l i t i e s  t o  I n f l u e n c e  dec i s i ons  o f  t h e  e r e s f d e n t  o f  
t h e  Republ ic  and h i s  M i n i s t r i e s  i n  t h e  conduct of economic p o l i c i e s  
towards t h e  a g r i c u l t u r a l  sec to r ,  

4, The e x t e n t  t h a t  p l ann ing  agencies p o l  i c y  reconmendat8ons a r e  
f r e q u e n t l y  adopted by t h e  Government of Uruguay, 

5, The improvement i n  c o o r d i n a t i o n  a n ~ f i g  Cen t ra l  Bank, MlnSst ry  
o f  Economy and O f f i c e  o f  p l a n n i n g  and Budget f s  enhanced t o  

Snsure t h a t  exchange r a t e ,  monetary and f i s c a l  p o l f c i c s  are 
c o n s i s t e n t  w i t h  p1 anned obJect ives f a  t he  agp i cu l  t u r a l  sec to r .  

Bas . .L~.---~---  i c A s  s u _ m - & ~ i , O , ~  o_kb,~~$ .~Q,%L -~~h,!.%~_!$!!!g%!i 

That l a c k  o f  p l ann ing  and coosd ina t i on  a re  key f a c t o r s  i n  t h e  
slow Pete o f  economic growth, 

That  s t rong  p o l i t i c a l  l e a d e r s h i p  i s  necessary t o  economic growth, 

That t h e  consensus sf t h e  popula t4on i s  i n  ag~eement  w i t h  
p r i o r i t i e s  e a b l i s h e d  by t h e  60U, 

That  t he  e x p o r t  growth per  y e a r  w i l l  be adequate t o  meet the  
impor t  demand of a  growing economy and s e r v i c e  i t s  e x t e r n a l  debt,  

That ope ra t i ons  o f  COtdRIN i n  t h e  s e t t i n g  of i n t e r n a l  p r i c e s  a r e  
n o t  i n c o n s i s t e n t  w i t h  groductOon Oncrease goals f o r  ma jo r  products  
w i t h i n  the  a g r i c u l t u r a l  sec to r ,  

-- 
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a) I n c r e a s e  t h e  economlc p l a n n l n g  i n p u t  o f  t h e  O f f l c e  o f  
A g r l c u l t u r a l  #ragramming and # e l i c y  and t h e  O f f l c e  of 
e l a n n l n g  and Budget I n  t he  decls lon-making process % A  t he  
a g r l c u l  t u r a l  sector .  

b) To l nc rease  the  a n a l y t i c a l  and p r e s e n t a t i o n  c a p a b i l i t d  o f  
O f f i c e  of  A g r l c u l t u r r l  erogrrmmlng and r ' o l l c y  and O f f i c e  o f  
d l a n n i n g  and Budget, Techn ica l  ass ls tanee  I s  needed t o  expand 
and Improve the  p lann lng  and programwlng c a p a c f t j  o f  t h e  
government, A g r i c u l t u r a l  producers who have t h e  c r p a b l l  i ty t o  
make use o f  t he  t e c h n l c a l  i n f o r m a t i o n  now available I n  Uruguay 
t o  Inc rease  product ion,  do n o t  f l n d  I t  economlca l l y  sens fb le  
t o  do so because o f  t h e  many d l s l n c e n t i r e s  p laced  I n  f ~ o n t  o f  
them, A 1  though progress has been made I n  a a t f o n a l  i z l  ng Uruguayan 
p o l i c j - m a k i n g  t o  overcome these dds lncen t l ves  many add1 t B  ona l  
reforms need t o  be S n l t l a t e d .  Declslon-making I n  t h e  pas t  has 
t o o  o f t e n  been ad hoc, based on t h e  p a r t l c u f a r  pressures o f  a 
g i v e n  day and preJudlees o f  po l lcy-maklng o f f l c l a l s ,  I t  f s  
d e c e n t r a l i z e d  and o f t e n  made w i t h o u t  adequate r e g a r d  t o  Impact  

--- ->"on a g r l c u l  t u r a l  p roduc t1  v l  ty .  The M l n l s t r j  o f  A g r l e u l  t u r e  
p a r t i c i p a t e s  i n  as many d c c l s l o n s  as poss ib le ,  b u t  I t s  I n f l uence  
has been q u i t e  l l m l t e d ,  The r e s u l t a n t  lmpac 5 af Government 
a c t i o n s  af f e c t l n g  t h e  a g r l c u l  t u r a l  s e c t o r  has been d l s J s i n t e d  and 
n o t  always pos l  t l v e ,  

Cond l t l ons  arqrr-+-~--u e x ~ e c t e d  ---err bg - P - - - ~ - ~ - - - - S . ~ ~ - G - .  t h e  End o f  t h e  *ro&c_to 

1, Tha t  p o l l c j  reconr~nend~t lons  which a r e  made by p l a n n i n g  agencies 
i n  Government forums w i l l  have a  w e l l  developed a n a l y t i c a l  base 
and a r e  cond i t i oned  t o  t h e  r e a l i t i e s  o f  r a t l o n r l  GOU dec fs lon-  
maklng, 

2,  That  many H l n l s t r y  of A g r i c u l t u r e  p o l l  cy recolgmendatlons are 
based on s t u d i e s  and a n r l j s l s  undertaken b  t h e  OdfOce of 
A g r i c u l t u r a l  t'rogrammlng and so ldcy  (Or 'ddA f and t h e  O f f  I c e  o f  
A a n n l n g  and Budget (Ofld) economic research  groups, 

3, H igher  l e v e l  of p r i v a t e  Investments, combined w l t h  measures 
by t h e  GOU t o  make investments more e f f e c t i v e  should  r e s u l t  

I 
f r om t h e  p lann ing  process, 1 

E 
4. Tha t  l o n g  term GOU Snvestment p l r n n f n g  w i l l  be conducted a t  

t h e  i n t e r m l n l s t e r l a %  l e v e l  and be based on t h e  a n a l y t d c a l  
base p rov ided  I n  OC'B' and Or'dr'A, 

5, That  broad based a n a l j t l c a l  s t u d i e s  of a g r i c u l t u r e  s e c t o r  be I 

c o n t l n u o u s l ~  undertaken t o  p r o v l d a  p o l  I c y  a1 t e r n a t l  ves t o  I 
dec l s l on~meke rs ,  as w e l l  as t h e  a n a l j s l s  o f  e x i s t i n g  polBeOes i 
( f  l s c a l  , monetary, p~Oc fag ,  exchange r a t e ,  etc,) t o  d e t e ~ m f n e  i 

t 

t h e i r  i n f l u e n c e  on agrfcul  t u r a l  growth. 
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Baslc r rue Assum~t fon t  - - -~e-e--* . -e about , ' r o J e ~ ~ - # ~ r ~ o ~ ~  

That  t h e  t ~ e s i d e n t  o f  t h e  Republic w f l l  d f r e c t  Als c a b f ~ g t  ta  
present  recommendatPons based on a s e t  o f  ctearlr planned 
o b j e c t i v e s  and methodso 

That t h e  6OU M i n j s t r i e s  have a  vested I n t e r e s t  I n  u t i l f z l n g  p lana ing  
agencies f o r  g rea ter  p o l  i c y  d l r t c t 4 o n s  and improved management, 

That  elanning Departient heads have d f r e c t  access e i t h e r  t o  
respec t i ve  M i n l s t r i e s  o r  t o  the #resf  dent sf t h e  Republic, 

That p r i v a t e  sec tor  r e t a l n s  su$f,tclent confidence i n  the  govern- 
ment t o  undertake fnvestment fn,,economy and t h a t  t h e i r  a t td tudes  
towards e f f i c i e n c j  w i l l  l e a d  t o  the  f a t r o d u c t i o n  o f  modernfzfng 
technology. 

Output I n d i c a t o r s  - - - - - -6a4- - - - - - -  

a, Co l lec t ion ,  ana lys l s  and storage o f  s t a t i s t i c a l  fn fo rmat ion  
necessary f o r  management and decision-makfng i n  a g r i  cu l  tun1 
sec to r *  

b, In format ion d i s s e m ~ n a t t o n  and pub? i c a t f o n  o f  s tud ies  conducted 
under the  eusplces o f  o t h e r  i n s t % t u t f o n r  i n v o l v e d  t n  s tudyfng 
a g r l c u l  t u r a l  sector,  

c, Increased coordPnatioa w i t h  and prompt access t o  general a ~ d  
s p e c i f i c  economic fn fo rma t ion  gathered by o t h e r  60U agencdes 
by the  s t a f f  techn ic ians  of the progect,  

d o  Development from the  above data, a n a l y t i c  s tud ies,  such as 
economic models both o f  a s h o r t  term end p lann ing  na ture  t h a t  
would c rea te  g rea te r  understanding s f  t h e  behav io ra l  anter-  
connections o f  t h e  economy and the  r e l a t f o a  o f  t he  a g r 4 c u l t u r a l  
sec to r  t o  o ther  sec to rs  of t he  economy. 

e, Increased techn lea l  aad educat ional  l e v e l  o f  Uruguagaw 
technic fans I n  warkfng w f t h  new o r  improved t o o l e  o f  &naIgsfs,  

f, Tes t ing  o f  var ious  economic models and theo re tdca l  s t r u c t u r e s  
t o  deterwtne theft-  usefulness dn p o l i c y  making and planning, 

go The development o f  a  formal  t r a n s a f s s i s n  system o f  eaa lgs is  
and in fo rma t ion  from the  p r o j e c t  s t a f f  t o  t h e i r  ~ e s p e c t i v e  
Mtwlsteps and Wtntstsdes, 
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kg.!gt,u_d,~ t -o,kQ%t,& 

d a r t f c l p a n t s  t r a i n e d  b j  1972 = 0 

d a r t l c i p a n t s  t r a i n e d  b j  1973 - 2 

d a ~ t i c i p r n t s  t r a i n e d  by 1974 - 2 

T o t a l  t r a i n e d  by 1974 - 4 

t u b l i c a t l o n s  of models and r e l a t e d  s tud ies  by s t a f f  and s tud ies  
b j  o the r  agencies use fu l  i n  understamdlng t h e  economd and i t s  
f u n c t i o n i n g  : 

1972 - none 

Increased u t f  1  i z a t i o n  of Un lvers i  ty  graduate econoaic and 
graduate Agpi c u l  t upa l  School t eehn tc i  ans and in terchange o f  
fn foret t ion and studies, 

Establ ishment o f  adequate models caf the a g r i  cut t u r a l  sec to r  
f o r  economic p o l i c y  and plannfng analysts .  

The C I D E  s tudfes w O l l  be updated, a m p l i f i e d  and data publ ished 
on an annual basis, 

LWu_'C,s, 
USAID : 

a )  18 man/months o f  con t rac tua l  long term adv isory  services,  
i n  the t echn ica l  f i e l d  of e g r f c u l t u r a l  economics, 

b) 10 man/months of  s h o r t  term con t rac tua l  adv isory  serv ices  
i n  the  f i e l d  o f  economics. 

c )  # a r t i c i  pant t r a i n i n g ,  60 nan/months, 

a) O t d / A  budget. 

b)  O f f i c e  space, l o c a l  t ranspor ta t i on ,  and l o g i s t f c a l  support .  

c )  Secpetar ta l  services, 
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d) t i  we l o c a l  counterpar t  teehnicDans f ~ o m  O ~ f f l A / O t # ,  pP us 
s t a t i s t i c a l  serv tces from a g ~ f c u l t u ~ a l  s t a t l s t i e a l  department, 

e )  LimDted computer time, 

A d f r e c t  h i r e  s t a f f  c o n s i s t i n g  of e Rural  Development O f f f c e r ,  
an Economic Of f icer ,  2 Uruguajaa pra f  esstonal  s , and one secre- 
t a r y  w i l l  be responstb le  f o r  t h e  o v e r a l l  waaagement of the  
p r o j e c t ,  i a c l  ud ing  the  gufdrnce mecessarj f a  the e s t a b l  fshwent 
o f  goals, t h e  des ignat ion o f  p r i o r i t i e s  and the plenn%m$ 
coordination necessar j  t o  c a r r y  o u t  t h e  pro jec t ,  

Contrast  e - o w - .  -----.--ewa-G-e.-w--- Technical  AssDstance 

1, Technfcal assistance t o  suppor t  t h l s  p r o j e c t  w f  ll be 
prov ided through a cont rac tua l  arrangement wSth a  U, S.  
Univers i t$ ,  I t  w i l l  provlda, (a) 18 months o f  long-term 
advisory serv ices  I n  the techn4 c a l  f i e l  d o f  A g r i c u l t u r a l  
Economics, ( t )  I 0  aan/aoaths of s h o r t - t e r n  adv isory se rv i ces  
i n  the  f i e l d  04  E C O ~ O Q I C S ~  and (c )  60 waa/months o f  p a r t l c % p a n t  
t r a i n i n g ,  

f r i o r  fears t 1  1972 t d  1973 To ta l  &.e--.e.e-*-*-s-e--a-----e------.-..-o.--- 

Contract  163 - 9 163 

TraOntag - 20 20 80 
" ~ ~ ~ ~ . ~ ~ ~ d ~ . ~ ~ o ~ ~ . ~ ~ ~ ~ o ~ o ~ ~ o o * ~ o ~ ~ ~ ~ 9 ~ ~ ~ ~  

To ta l  : 163 20 20 203 

Basic oer a -=-a Assumgti ..=. -me oas ..=. .Q-e about -cs.4 I n ju tq .  - o=- 

That budget support  o f  BOU f s  adequate and t ime ly ,  

Adequate a n d  t l m e l g  U n i v e r s i t y  budget support .  
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RAT ZONALE 

L;lvestocck accounts fo r  s l l g h t l l  more than tuo-thlrds and 
crops for  the remaining one-thi r d  of agricultural output, 
Manufacturing accounts for  about one-fourth and services fo r  
sore than one-half o f  national output, Esplo$ment has been 
fa l l ing  fa agriculture, r i s i n g  s l i g h t l y  i n  manufacturing and 
increasing most rapidly i n  services. The public sector has 
been absorbing much of the excess labor i n  the economy, 

The irnportaace of the secondary and tcrciary sectors i n  
terms of employment, value added t o  6 W s  and tax collections 
has caused the 6 0 U  to emphasize policles and programs exceedingly 
beneficial toward these sectors t o  the detriment of the agricul- 
tural s ector, notwi thotendi ng the f ac t  that  the agrf cul tural 
sector contributes 90% of the exportable surplus i n  the ecoaomj, 
The GOU lacks basic analysjs of the  structure of interreletfon- 
ships between these sectors which would permit poltcfes ade- 
quate to  meet partly i t s  objactfves i n  each sector w i  t h o u t  
placing undue burdens on one or the other, 

?or example i n  the exchange mte policies made by GOU from 
mid 1970 t o  the present, the GOU attempted to keep the cost 
of importlag down through the use of an  overvalued exchange 
rate ,  neglecting apparentlg the imp1 icattons fo r  export 
incentives of t r a d i  tional exports, Moreover, when the d l s  lnceat%ve 
aspects of these policies was clearly recognlred, the GOU 
attempted t o  handle the problem by exonerating exporters from 
the payment of export taxes while the GOU was r u n n i n g  substantdrl 
f i sca l  de f ic i t s ,  

Although th l s  project does not aim to chaage the at t%tudinal  
orientation of Uruguayans towards subsidimati on of consumers 
and importers,  o r  o t h e r  value judgements. i t  does afm a t  
making c learer  to the decision-maker the cost of such policies 
t o  the economy i n  general and to  pertfcular sectors,  These 
pol ic ies  plus uncertainties concerning future pollctes appear 
to  have been detrimental t o  investment incentives 4n the 
agricul tural  sector, 

Thus, t h i s  program i s  oriented a t  improving pol ic j  management 
through the introduction of  be t ter  andlor new analytical tools 
which could provide the plannfng ageneies w d t h  the necessary 
arguments to  convince and t o  educate the p o l l  t i c a l  decision- 
makers to the costs a n d  benefdts of partieular policies, 
as well as analyzing the s t ~ u c t u r r l  interrelationships of 
the economy which would psovfde bet ter  inform~tlon as t o  i t s  
ope~at lon ,  
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The O f f i c e  o f  flrogrammfng and d o l i c j  (OflVflA) of the  M l n l s t ~ g  
o f  Livestock and A g r i c u l  ture has t h e  r e s p o n s i b i l  i t g  f o r  a g r i -  
c u l  t u r e l  po l i cg ,  t he  a d m i n f s t r a t i o n  o f  ex te rna l  ass ls tance 
programs, techn ica l  ass is tance and t r a i . n i n g  of  personnel s f  
t h e  M i n i s t r y  o f  L ives tock  and Agr i cu l tu re ,  and coo rd ina t i on  
o f  t h e  programs and budgets, p l u s  eva lua t i on  of p r o j e c t s  04  
t h i s  M i n i s t r y ,  

W U f A  was created b j  Execut ive decree on 1965 t o  e s t a b l i s h  a  
h i g h  l e v e l  o f f f c e  f o r  the  development and coo rd ina t i on  o f  those 
programs and po l  l c i e s  p e r t a i n i n g  t o  a g r l c u l  t u r e  a t  a n a t i o n a l  
leve l ,  Th i s  o rgan iza t i on  was designed t o  a c t  as the  principal 
adv iso r  t o  the  M i n i s t e r  of L i ves tock  and A g r i c u l t u r e  I n  the  
above areas. O#fflA f s  d f v lded  i n t o  s i x  f u n c t i o n a l  a c t i v i t i e s ,  
which are  : (1 )Admint s t r a t i o n  end coordination, (2) f o r m u l a t i o n  
o f  medium and s h o r t ~ t e m  a g r i c u l t u r a l  plans, (31 design o f  
a g r t c u l  t u r a l  p o l i c t e s ,  ( 4 )  csordiarat3on ~f a c t i v i  t i e s  of the 
var ious  departments o f  t he  M in i s t r$ ,  (5 )  budget p repara t i on  f o r  
the  Ministry, and (6) e v a l u a t i o n  o f  p r o j e c t s  r e l a t i n g  t o  a g r i -  
culture,, 

The USAID has been workfng w i t h  the Nat iona l  O f f i c e  o f  f l lanaing, 
and O#fflA, which have now r e q u e w d  ass is tance t o  he lp  develop and 
operate a  shor t - term economic model o r  models f ~ r  the  a g r l c u l  t u r a l  
sector ,  These models would serve as e v i d e n t i a l  bas is  f o r  p o l i c y  
recornendat ions t o  the  respec t i ve  execut ive heads on problems 
c ~ n n e c t e d  w i t h  investment end produc t ion  f n  t he  r g t f c u l t u r a l  sector,  
A t  present  there  are  s9x Uruguayan t tchndcians developing a  model 
which could r e l a t e  p r i c e s  f o r  a g r t c u l  t u r a l  cssmodi t i e s  t o  output, 
techno log lca l  l e v e l ,  Investment incent ives ,  etc,  This techn ica l  
team needs ass is tance i n  understandiag the  s t a t i s t f c a l  problems 
i n  developing economic models as well as ass is tance from an 
exper0enced model b u i l d e r  who could q d e n t l f j  and c l a r i f j  the 
p i t f a l l s  incompassed i n  such a model, Moreover, t he  Uruguayan 
teem needs ass is tance On i n t e r p r e t i n g  the  r e s u l t s  of these models 
and conver t i ng  these r e s u l  t s  i n t o  meaningful p o I i c $  recommendations, 

The approach t o  making t h f s  ass is tance e f f e c t i v e  as i t  i s  now 
v i s u a l  i z e d  would be f o r  the techn ic ians  provOded by t h i s  a c t i v i  t j  
t o  f i r s t ,  review, assemble and compdle the data neeessar j  t o  begin 
the  c o n s t r u c t i o n  o f  models f o r  t he  a g r i c u l t u r a l  sec tor .  Th is  would 

I 
be fo l lowed b j  the ac tua l  c s n s t r u c t i e n  and opera t i on  of such model. 

i 
I 

Once the  u t i l 3 t y  o f  the  general  model i s  demonstrated, the  enpkasir 1 w i l l  s h i f t  t o  the  i d e n t l f i c a t i o n  o f  some o f  t he  s p e c i f i c  commodity 
I areas % n  a g r t c u l t u r e ,  such as : beef,  ilk, wheat, wool, ets,, I 

and the  cons t ruc t i on  o f  micro-models f o r  e l i m i t e d  number of these 
s p e c i f i c  commodities, I t  i s  expected t h a t  the  opera t ton  of both I 

the  macro and the micro models w i l l  p rov ide  a  c l e a r e r  understanding 
of t h e  f u n c t l o n i n g  of the aconomj so t h a t  sound p o l i c j  a l t e r n a t i v e s  
and/or recamwendati ons can be o f f e r e d  t o  the  decision-makers, 

I 
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Course o f  Ac t ion  me* -=-=-.a-- w--- 

(a) b i n a l l z e  the  con t rac tua l  arrangements w i t h  a U, S o  Unlvess f ty  
f o r  tbe  p r o v i s i o n  of  t echn ica l  assistance, 

(b) Begin long-term t r a i n f a g  i n  p lann ing  and economlc model 
b u l l  d ing  o f  two p a r t i  c i  pants se lec ted  from Oflf#A and Odfl personnel, 

( a )  Mob i l i ze  the  one long-term and two shor t - te rm c o n t r a c t  
technic ians, The two s h o r t - t e r n  techn ic ians  w i l l  be on board 
r p p r o x i m a t e l j  two months. These th ree  techn ic ians  w i  11 i d e a t i  QJ 
data and in fo rma t ion  requ i  remeats, p l u s  poss ib le  sources o f  t h i  s  
i n fo rma t ion  necessar j  f o r  : (1) theprepara t ion  and a n a l j s i s  of a  
mu1 t i s e c t o r  model, (2) a model of t he  agr4cul  t u r a l  sec to r  as 
r e l a t e d  t o  o the r  sectors,  and (3) an a n a l j s i s  of the  r e l a t i o n -  
sh ips o f  output, exports,  impor ts  savlngs a i wrestmcnt, prSees, 
and 60U tax  and t r a d e  p o l i c i e s ,  

(b)  Develop an o r g r n i x a t f o n a l  s t ~ u c t u r e  a ~ d  s t e f  f i n g  requf reeents  
which w i l l  permi t  t h e  con t inua t ion  04 ecoaotnic r ~ a l j o Q s  as s u t l f n e d  
above, 

(c )  I d e n t i f j  Rprocess and send two Uruguajan techa i  e iens f o r  
p a r t l c f p a n t  t r a i n i n g  i n  economic ana l$s is  and the  c o n s t r u c t i o n  
and use of predictfve economic models, 

( a )  The two shor t - term techn ic ians  ~ $ 1 1  r e t u r n  t o  Uruguay and 
together  w i t h  the  long-term techn ic ian  w i l l  : (1) develop p o l i c j  
recoamcndations based upon the  i n f o r m a t i o n  and a n a l j s l s  produced 
by the  economic models constructed, and (2 )  r e p o r t  recommcndatioss 
r e l a t i v e  t o  c o n t l  nuing t h f s  s c t i v l  t j  f o r  t he  purpose o f  p r o v l d i n g  
p o l i c j  dec is ion  a1 t e r n a t i v e s  t o  dec i s ion  makers. 
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