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SYNOPSIS

This report reviews progress and updates previous analysis
undertaken in the Country Economic Memorandum (Report No. 6054-UR,
August 1986), the Public Sector Investment Review (Report No. 7030-UR,
May 1988) and the Inquiry into Social Security (Report No. 7067-UR).
Since mid-1985, progress has been impressive. Upon taking office, the
Sanguinetti administration confronted a severe recession, rising
inflation, debt-servicing difficulties and a private sector in serious
financial troubles. A well-structured economic program quickly
reversed the situation, and Uruguay is now enjoying growth, which
promises to be sustainable with the continuation of the present
macroeconomic policy framework.

The updating m3morandum reviews the progress achieved, with
particular emphasis on key policy issues identified in previous Bank
work, it assesses medium-term prospects of Uruguay's economy, and it
arrives at a series of proposals for policy actions with respect to
public administration and finances, social security, public invest-
ment, technological change and sectoral development, and private
savings mobilization.
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of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.



This rcport is based on the findings of an aconomic mission to
Uruguay in November 1987, which composed of:

Juan Giral - Chief
Hecto&. Dieguez (Consultant) - Social Security Specialist
Alfredo Romero (Consultant) - Public Investment Specialist

A draft report was discussed with the authorities in August 1988.
The text has been updated to reflect these discussions and some recent
events.
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EXECUTIVE SUMMARY AND CONCLUSIONS

Background

1. Uruguay is a democratic country of three million people. The
population, mostly urban and well educated, is becoming progressively
older, as a result of low birth and death rates and high life expectancy.
Social indicators and the income distribution compare favorably with thosE'
of many developed countries. Culture and social values are similar to
those of Western Europe. Per capita income (US$2,180 in 1987, Bank metho-
dology) is high by Latin American standards.

2. Uruguay was a relatively prosperous country until the mid-1950s.
Lnward-looking manufacturing policies and weakening external livestock
markets led to stagnation, vaiich lasted about two decades. As exports and
GDP stagnated, the commitment to sccial welfare programs exceeded the coun-
try's capacity to pay for them. Fiscal and balance of payments deficits,
rising inflation and unemployment ensued. Social tensions led to urban
guerrilla warfare; the army took over in 1973, breaking Uruguay's long-
standing democratic tradition.

3. The crisis forced a fundamental reappraisal of Uruguay's growth
strategy. Fundamental reforms encompassed fiscal, monetary, exchange rate,
foreign trade, and domestic pricing policies, opening the economy and
enhancing dramatically the role of market forces. Exports were encouraged
with several instruments, including subsidies, frequent devaluations,
liberalized drawback and duty-free import facilities. Maximum import
tariffs were reduced from 346 percent in 1974 to 116 percent in 1979.
Foreign exchange transactions, including capital movements, were freed in
1974. The tax system's structure was streamlined to eliminate distortions
in relative prices. Price controls were gradually reduced. Uruguay became
a pioneer at structural reforms. A quick review of the economic scorecard
attests to the success of the new strategy. Exports and investments grew
by leaps; real GDP increased about 4.5 percent a year during 1974-80; and
unemployment reached its lowest point (6 percent) in decades early in 1981.
The budget was in stirplus in 1979-80, and inflation dropped from 107 per-
cent in 1974 to 43 percent in 1980.

4. Government's impatience with the gradual slowdown of inflation led
to the introduction in late 1978 of new policies aimed at bringing down
inflation at a faster rate, most notably the preannounced exchange rate
(tablita). Restrictions on financial intermediaries were dismantled, and
the Central Bank withdrew from active management of the domestic money
supply. Open-market operations were halted, banking reserve requirements
eliminated, and interest rate ceilings abolished. In the absence of cor-
trols on capital movements, the Government expected that domestic interest
rates would converge quickly with foreign rates adjusted for depreciation
of the peso, assuring a continuous source of credit on reasonable terms
(monetary approach to the balance of payments). Interest rates did not
converge and remained highly positive in real terms.
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5. A policy inconsistency emerged between the tablita and the
monetization induced by the public deficit and easy credit. Devaluation
rates below the prevailing rates of inflation overvalued the peso and
eroded the competitiveness of exports, which had been a major objective of
the reform program during 1973-78. Abundant foreign capital inflows
financed the resulting balance of payments deficits, but at a price:
increased stocks of external debt. The public sector budget showed a
significant deficit. Expanded liquidity, easy credit, and dollar
borrowings led to overindebtedness in all productive sectors. By 1982,
banks had great difficulty in obtaining the repayment oi loans; high pos-
itive interest rates, highly leveraged firms, and dollar-denominated debts
led to bankruptcies. Policy inconsi-tencies and the consequences of a
rapid buildup of the stock of foreig. debt, not the sequencing of economic
reforms, led to a breakdown of the tablita in November 1982.1/ This was
followed by a severe depression. GDP dropped one-sixth during 1982-85;
unemployment soared to 16 percent in 1983; and inflation accelerated to
85 percent in 1985. The lesson from this period still applies to current
circumstances. Currently, all economic indicators are showing progress and
the inflationary tide is gradually receding, a situation with some similar-
ity to that of 1978. The temptation to take special measures, and especi-
ally lags in exchange rate adjustments, to force a sharp rather than a
gradual reduction of inflation should be resisted to avoid a repetition of
the above-noted experience of the early 1980s. More important instruments
for this purpose are continuing recent efforts at gradually reducing the
rate of monetary growth and the public sector deficit, and maintaining real
wage increases in line with productivity gains.

Recent Developments

6. The Sanguinetti Administration took office in early 1985; it con-
fronted a severe recession, rising inflation, external debt service diffi-
culties and a private sector in serious financial troubles. Quick and
effective actions within a well-structured economic program (para. 15)
reversed the adverse trends. An 18-month Standby program was agreed with
the IMF; the Government 8uccessfully met all performance criteria and,
since July 1987, Uruguay graduated to the Enhanced Article IV Surveillance
category. A parallel effort at debt restructuring also met considerable
success, removing an important balance of payments constraint. A 1986
Multi-Year Rescheduling Agreement (MYRA) provided relief for US$2.1 billion
(US$1.7 billion with commercial banks and US$0.4 billion in a parallel deal
with Argentine, Brazilian and Spanish banks) in amortization payments due
during 1985-89; fresh volvntary financing for US$45 million was also pro-
vided under the framework of a World Bank B-Loan. The US$1.7 billion por-
tion of the MYRA was subsequently renegotiated at better terms (7/8 over
LIBOR, a 17-year repayment period and 4 years grace) and extended to cover
amortization payments due during 1990-91. A third major effort was
addressed to implement a medium-term development program aimed at restoring
private sector confidence and creating a favorable climate for exports and
investment, the major engines of growth in Uruguay.

1/ For an analysis of this aspect of the monetary approach to the balance
of payments in a small, open economy with capital mobility, see Tobin,
James. "Asset Accumulation and Economic Activity," The University of
Chicago Press, 1981; pp 79-84. For more details, see World Bank Report
No. 6054-UR, August 1986.
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7. The Government's coherent and sustained efforts to establish a
policy framework conducive to growth, particularly the expansion of
exports, and advance the process of structural reform has succeeded in
reinvigorating the economy and bringing it back to its growth path. The
challenge now is to keep the growth momentum in the face of un-ertainties
surrounding the world economy, and par'icularly the economic difficulties
of its two neighbors: Argentina and Brazil.

8. The 1986-87 economic scorecard reflects the achievements of the
present Administrationt GDP and exports grew an average 5.6 percent and
18 percent a year, respectively; unemployment dropped one-fourth; real
wages increased over 5 percent (following a 14 percent rise in 1985) with-
out undue strain on the economy because of improved terms of trade; infla-
tion dropped from 83 percent in 1985 to 57 percent in 1987; and the public
sector deficit (including Central Bank losses for 2.7 percent of GDP) was
reduced to 4.1 percent of GDP (as opposed to 9.2 percent in 1982). In
brief, a praiseworthy performance.

9. Preliminary estimates for 1988, however, indicate that GDP growth
is slowing down to about 2 percent of GDP owing to: (i) tightening credit
measures of the Central Bank (including a programmed increase in deposit
rates by stages) in late 1987 to avoid overheating the economy and further
losses of international reserves; (ii) declines in industrial and fishing
activities, partly explained oy strikes; (iii) a drought that affected some
agricultural products and the supply of meat; and (iv) economic develop-
ments in Argentina and Brazil, which affected adversely Uruguay, particu-
larly in tourism. A negative development: inflation is rising again. The
1988 rate is expected to be about 70 percent (December-Dec4-.1ber) on account
of: (i) the above-noted drought impact on prices of meat, fruits and
vegetables; (ii) the adjustment of the devaluation rate to maintain
competitiveness with neighboring countries; (iii) deviations in 1988 with
respect to the external debt ceiling of the monetary program and the public
sector deficit, which is expected to reach 4 percent of GDP against a
targeted 3.7 percent; and (iv) the indexation and dollarization of the
economy, which magnifies the impact of these changes. The Government is
taking steps to correct this situation by tightening fiscal expenditures
and by a more strict enforcement of the monetary program. On the positive
side, exports recorded another good year in 1988 (more below), which is
likely to fuel domestic demand again and restore growth momentum to the
economy. Unemployment also fell below 8 percent in July-August 1988, the
lowest level since early 1982.

Growth Prospects

10. Uruguay's long-term prospects, as noted earlier, are closely
linked to developments in the world economy and in Argentina and Brazil.
The Government program is expected to produce average growth rates of 3 to

3.5 percent for 1989-92 following the slowdown of GDP growth in 1988. This

favorable result depends heavily on the performance of exports, which are
expected to expand at about 8 percent a year (4.8 percent in real terms).
These projections are based on the following assumptions: a moderate
annual growth rate of OECD's economies; petroleum prices ranging from
US$14/bbl in 1988 to about US$15/bbl in 1992; and LIBOR interest rates
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declining slightly from the 8.5 percent (plus 7/8 spread) expected for
1988. To achieve the GDP growth rates, the investment ratio to GDP will
have to recover to about 13 to 15 p -cent. Although low by normal
international standards, with low population growth (0.5 percent a year),
these ratios could sustain adequate per-capita income growth and provide
for the future of the economy as analyzed in the body of the report.

11. New investments will be concentrated in agriculture and manu-
facturing branches with close links with the processing of agricultural
intermediate and final goode and on the expansion of public infrastructure
and services supporting private activities. Investments will be financed
mostly by private sector savings and by lending from multilateral banks.
Domestic savings are expected to grow from 11 percent of GDP in 1987 to
about 14 percent in 1992. This will require that consumption increases at
a lower rate than that of GDP, but close to that of per capita GDP. The
policies associated with this development are: wage adjustments below the
rate of past inflation, reducing consumption expenditures of the public
sector, and maintaining a favorable climate and a competitive exchange rate
for private savings to remain in Uruguay.

12. Exp--t growth will be the critical factor in this scenario. Both
traditional ani nontrad.tional exports are expected to contribute posi-
tively. Wool exports are a key factor for the expansion of traditional
exports; Uruguay's production is expanding and prices increased about
30 percent in 1988. Exports of citrus, rice, fish, dairy products and
fruits have good prospects for expansion. Lumber exports may develop on
the basis of the current forest resources and will expand later on based on
the development of new forest resources. Msiufactured products based on
domestic raw materials (clothing, apparel, ltather goods, prepared meals)
have also good growth prospects, and other manufactures, such as chemicals
and ceramics, have shown significant growth potential.

13. The downside risks of this growth scenario are closely linked to:
(i) failure to secure sufficient additional external financing from sources
other than foreign commercial banks; (ii) lower expoft earnings on account
of lower than expected prices for primary exports, particularly wool and
beef and significant changes in the commercial policies of developed
countries or severe trade difficulties with Argentina and Brazil; and (iii)
higher interest rates or oil prices. If any of these circumstances
materializes, maintaining Uruguay's growth targets would call for further
increases in exports or in borrowings. In the latter case, a lower GDP
growth rate (2 to 2.5 percent) would be preferable; increased borrowings
under this hypothesis may compromise the country's future ability to
service its external debt.

14. Prlitical risks are not likely to derail the base scenario. The
current administration will remain in power until March 1990 and is
expected to continue implementing the programs now underway. Since the
Colorado Party is a minority in Parliament, most of the actions and reforms
approved under the Government's program of structural reforms have thus
counted on a broader political support. Reforms passed with such political
participation have good prospects of being sustained.
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Polic Actiono

15. The Hedium-Tnm Program. The medium-term program has a coherent
macro-policy framework and corresponding set of measures for achieving
self-sustaining growth in the next few years. It represents a continuation
of the macro policies followed since 1985 with some important additional
elements. The program is focused primarily in expanding exports and bring-
ing down inflationary pressures. It comprises: (i) a policy and incentive
framework geared to expanding exports of goods and services, particularly
tourism, which includes a free-floating, competitive exchange rate and a
reduction of import protection; (ii) freedom of capital markets and foreign
exchange transactions; (iii) actions to restore private sector confidence
and promote growth and diversification of agriculture and manufacturing;
(iv) measures aimed at reducing inflation and maintaining fiscal and mone-
tary discipline--including further reductions in the public sector deficit
to about 3 percent of GDP--and achieving a sustainable current account
balance of payments deficit and a better balance in resource allocation
between the public and private sectors; (v) a public investment program
focussing mainly on providing essential inputs and infrastructure for
private productive activities; (vi) actions taken to modernize the public
sector (e.g., streamlining of social security, increased efficiency of
public enterprises, improved procurement procedures); (vii) positive real
interest rates and improved supervision of commercial banks; (viii) refi-
nancing of overindebted but viable financial enterprises; and (ix) the
almost total absence of price controls. The following paragraphs summarize
progress under the Government program in several important policy areas
identified in the previous World Bank Country Economic Memorandum (Report
No. 6054-UR).

16. Trade Policy, Export Promotion, and Balance of Payments. The
Government has maintained a competitive real effective exchange rate,
coupled with value-added tax exemptions for exports; virtually eliminated
export taxes with the exception of a 5 percent tax on raw wool; and reduced
import tariffs to a five-rate schedule, ranging from 10 to 40 percent
(excluding consular fees and port charges totalling about 5 percent of the
CIF price).

17. These policies have created a positive climate for export expan-
sion including nontraditional products. Exports grew from US$854 million
in 1985 to US$1,189 million in 1987, and three-quarters data for 1988 show
a 20 percent increase over the same period in 1987. The strong export
performance, the positive developments under the financial policies
followed in the public sector, and the improvement of the terms of trade
have allowed Uruguay to increase its net foreign exchange reserves. At the
end of 1987, gross reserves (excluding gold holdings) amounted to the
equivalent of six months of imports and are expected to increase by
US$100 million in 1988.

18. Public Financial Management and Public Savings. The Government
successfully reduced the overall public sector deficit to a low level of
4.1 percent of GDP in 1987 (of which the nonfinancial public sector
accounts for 1.4 percentage points, and the Central Bank losses for
2.7 percentage points), down from 9.2 percent in 1984 and 6.4 percent in
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1985. Nonfinancial public sector savings improved from a deficit of
0.7 percent of GDP in 1984 to a surplus of 2 percent of GDP in 1987;
Central Bank losses dropped from 4.8 to 2.7 percent of GDP in the same
years. However, the target deficit (3.7 percent of GDP) for 1988 may not
be met because of (i) the impact of the higher than programmed inflation on
revenue collections and expenditures of the Central Government; and
(ii) the increase in LIBOR rates, which raised interest payments on the
external debt and, subsequently. in the internal debt, a factor that
affects particularly the Central Bank losses or about two-thirds of the
public deficit.

19. The mobilization of additional revenues from tariff and tax meas-
ures has proceeded well. First, tariffs of public enterprises have been
raised periodically to ensure their financial viability and the undertaking
of needed expansions. Savings at about 2 percent of GDP are adequate to
ensure the enterprises' financing the local contribution to their invest-
ments, after covering their debt service. In addition, money-losing enter-
prises, mainly owing to inefficiencies, are being restructured, while more
profitable enterprises are introducing cost-effectiveness measures.
Second, the tax reform package and the improvements in tax administration,
facilitated by a growing economy, have already resulted in a tax revenue
increase of about 4 percent of GDP in 1986-87 relative to the 1984-85
level. Automatizing the processing of tax declarations and improving
auditing are moving ahead satisfactorily.

20. The social security legislation, approved in 1987, introduced new
earmarked taxes (one percentage point increase in the value-added tax rate
and a 20 percent surcharge to the domestic consumption tax on new vehicles)
and tightened eligibility requirements for public officials. Administra-
tive actions are also being implemented to reduce evasion and maintain
accurate records of future beneficiaries, an important step in strengthen-
ing the finances of the system. Additional changes are expected to further
improve the long-term viability of the system well into the next century.
The deficit of the Social Security Bank (Banco de Prevision Social or DGSS
earlier) was 2.4 percent of GDP in 1987. The tax actions noted above will
reduce it by about 0.2 percent of GDP in 1988. Furthermore, about half of
the deficit of the Social Security Bank originates in unfunded welfare-type
programs (e.g., family allowances), which normally are financed out of tax
revenues; the Government is looking for ways of reducing expenditures under
these programs or raising new revenues to finance them.

21. Three public enterprises were singled out for restructuring under
the Government program. The railways were restructured at the end of 1987
to establish a scaled-down, financially viable system. The measures were:
closing all passenger services; discontinuing unprofitable rail lines;
reorganizing the Administration; and reducing the work force by over 1,500.
Further reductions in services and employment are expected in coming years
in line with the Government's objective of streamlining the railways. The
water supply company has begun a restructuring program with external
assistance. Actions are underway to convert the airline (PLUNA) into a
joint venture with a reputed international airline; this is proving diffi-
cult on account of the difficulties of major air carriers serving the area.
Nevertheless, PLUNIA's operations improved; it showed only a small operating
deficit (about US$0.5 million) in 1987.
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22. Public Investment Programming. The public investment program for
1987-89 is under implementation within the framework of the Government's
medium-term development program, which was issued in 1987. It has been
updated recently to bring 1988-89 investments in line with the implementing
capacity of the investing entities.

23. Financial Sector Reform and Private Savings Mobilization. Parlia-
ment approved a refinancing law in late 1985, which established rules to
apportion losses between debtors and creditors banks. This apportionment,
along with write-offs, debt-to-debt swaps, debt restructuring on a long-
term basis, capital restructuring and other schemes have improved the situ-
ation in 1986-87, but at a price. Two local banks collapsed and had to be
rescued by Banco Republica (BROU)--the state-owned agricultural and indus-
trial bank, which is attempting to recapitalize them for future reprivat-
ization. BROU also had to take over two local branches of foreign banks
(Banco de Italia and Banco Pan de Azucar) because their main offices in
Argentina and Chile went bankrupt or had to be rescued by the Government.

24. To strengthen the capital market, the Government has presented
legislation to Parliament to modernize the juridical framework ruling
corporate and unincorporated firms, leasing and bankruptcy which would
strengthen the guarantees to shareholders, as well as minor.ty rights, and
facilitate the transfer of company ownership. These laws are now moving
through Parliamentary approval procedures. The Government is also continu-
ing the policy of free-market determination of interest rates, which stimu-
lates savings and helps to strengthen the capital market. Real interest
rates are slightly positive.

25. The Central Bank is in the process of strengthening the regulatory
framework and the supervision procedures of banking services in order to
avoid a recurrence of poor lending practices. An early warning system has
been introduced, with emphasis on liquidity and solvency checks by bank

supervisors, and new manuals and standardized balance sheets. Neverthe-
less, additional steps are under consideration by the monetary authorities
with respect to the classification of banking assets, the provisioning of
nonperforming loans, minimum capital requirements, etc.

Farther Reform Actions

26. The Government is taking additional steps to further advance the
process of structural reform initiated in the 1970s and increase the
effectiveness of public expenditures. Nevertheless, in spite of the

substantial progress on policy reforms, several areas still require further
action to consolidate the advances achieved under the medium-term program.

Important remaining areas for action are: (i) reducing the deficit of the

Social Security Bank (BPS) originating in unfunded welfare-type programs

and administrative expenditures, and establishing the climate for further
actions to put the old-age, survivors and disability program on a solid

footing in the next century; (ii) rationalizing public administration prac-

tices (hiring and personnel policies in the Government and public enter-
prises, wage scales, etc.); (iii) improving further tax administration at
all levels, including BPS; (iv) rationalizing public enterprises and finan-
cial institutions and discontinuing inefficient operations; (v) continuing
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efforts to strengthen public investment programming; (vi) modernizing the
legal framework regulating commercial and productive activities; (vii)
continuing the financial restructuring of overindebted but viable private
firms; (viii) reducing the quasi-fiscal losses of the Central Bank and
minimizing potential losses of Banco Republica from the acquisition of four
failing commercial banks while taking steps to reprivatize them; and
(ix) upgrading reaearch activities and the mechanism for technology
transfer and training, and the regulatory framework of sector activities.

27. Public Sector Management. The aim is to have a leaner and more
efficient public sector, plus enhanced support of reasonably efficient
public services and infrastructure to serve the market-oriented economy.
This requires a substantial modernization of aging infrastructure services,
including its organization and regulation; it also requires a reorientation
of the traditional policy of using public employment as an instrument of
income distribution, failing to relate services to their affordability.
Public enterprises will have to introduce cost-effective changes, shed
their overstaffing, change hiring and promotion policies, and improve
accounting, administrative, and managerial functions. Performance
contracts between the Government and the enterprise are being introduced;
an encouraging start has been made in the water company and the railways.

28. The future reform agenda includes measures to: (i) improve the
effectiveness of key ministries and public services (e.g., tax administra-
tion, technical support services for agriculture and manufacturing, tele-
communications); (ii) upgrade programming, budgeting and implementation of
public expenditures; (iii) reduce public employment and raise salary scales
for professionals and high-level technicians; (iv) restructure other public
enterprises, such as the port authority, insurance bank, and the fishing
institute; and (v) extend the performance contract system to most public
enterprises.

29. Public Savings. Public sector savings are expected to increase on
the basis of the performance of the nonfinancial public sector through:
(i) periodic increases in the tariffs of public enterprises and improved
efficiency; (ii) further strengthening of social security finances; and
(iii) higher fiscal revenues coupled with tighter expenditure controls and
lower real wages. This is needed to cover the Central Bank losses
originating on payments of interest on the portfolio purchases of 1982-83,
the service charges of the IMF and multilateral banks, and payments of
interest on deposits of commercial banks. These losses are expected to
decline in the next few years at a slow pace on the basis of the gradual
repayment of IMF credit and some recovery on the portfolio purchased from
commercial banks.

30. Social Security. The BPS deficit was 2.4 percent of GDP in 1987;
tax actions approved in late 1987 are expected to bring 0.2 percent of GDP
and, thus, reduce this deficit to about 2 percent of GDP, of which about
half originates in the old-age, survivors, and disability program (IVS);
and the remainder, on welfare-type programs, which are not properly funded
and should be financed out of tax revenues. A three-pronged objective is
to: (i) further strengthen the IVS finances with changes in the long-term
structural parameters; (ii) reduce expenditures, or increase revenues, to
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finance the other programs; and (iii) improve BPS administration. Adminis-
trative reforms to better control benefits and the rights of beneficiaries
(identification number and individual accounts, cross-checking of all bene-
fits to retirees and other beneficiaries, computerization of records, etc.)
are underway together with measures to reduce evasion.

31. Private Savings Mobilization. Increased domestic savings is
hindered by weak capital market institutions and an outdated legal
framework. Parliament is now considering legislation to modernize
corporate, leasing and bankruptcy laws, and revise legal codes regulating
nonincorporated firms. This, together with advances in modernizing the
judicial system's procedures, would permit reasonable guarantees to new
partners and shareholders, strengthen minority rights and facilitate the
transfer of company ownership. These measures, in coordination with the
Government policies of free-market determination of interest rates, and
support for sound financial institutions, will strengthen the capital
market, stimulate private savings, and restore the necessary safeguards to
credit operations.

32. Sectoral and Technological Development. Three key areas hAve been
identified to support the modernization of productive activities:
(i) research activities; (ii) technology transfer and training; and
(iii) the regulatory framework for sector activity. The main target area
is agriculture. Several initiatives are already in Parliament (forestry,
irr.gation and research laws) in connection with agriculture Lnd actions
are underway to improve research and extension in the livestock subsector.
Actions in the manufacturing sector will broaden the functions of the
quality control institute (LATTJ) and increase the financial support for
training technicians and researchers.



URUGUAY

COUNTRY ECONOMIC MEKORANDUM

I. RECENT ECONOMIC DEVELOPMENTS

1.1 This chapter briefly covers the general performance of the
Uruguayan economy in the areas of macro and sectoral output, investment,
public finances, external payments and debt, with emphasis on recent devel-
opments. This chapter also provides the general setting for the discussion
of key macroeconomic policy issues with emphasis on recent progress, which
is presented in Chapter II. (Earlier trends and key policy issues were
analyzed in Report 6054-UR, Country Economic Memorandum on Uruguay, August
1986.)

A. Background

1.2 Uruguay is a small country with a homogeneous and well-educated
population, good communications, and a democratic government committed to
improving macroeconomic performance and creating the conditions for
sustained economic growth. Per capita income is high by Latin American
standards (about US$2,180 in 1987), and the income distribution compares
favorably with that of many developed countries.

1.3 Agriculture is the most important se,!tor driving the economy:
about two-thirds of total exports are of agricultural origin and a large
share of manufacturing activities is linked to the processing of domestic
livestock materials (meat, textiles, clothing, and leather goods). Agri-
cultural production, however, represents about 13 percent of GDP (at factor
cost) and provides employment to only about 11 percent of the labor force.
Industry (including construction and power generation) accounts for about
31 percent of GDP (at factor cost) and commerce, services and government
for the remainding 56 percent. Among services, tourism is very important,
generating foreign exchange earnings for about 4 percent of GDP.

1.4 Uruguay's demographic characteristics are similar to those of
developed countries--an aging, mostly urban, population, low reproduction
rate (1.2 percent) and high life expectancy at birth (73 years). The popu-
lation growth rate is lower because of net emigration; it declined from
0.62 percent a year in 1963-75 to 0.51 percent in 1975-85. In the latter

period, Montevideo grew at 0.54 percent a year, while the rural population
declined at 1.5 percent a year. Education and health indicators are
similar to those of developed countries, and the level of social services
is high.



- 2 -

B. Recent Macroeconomic and Sectoral Trends

Macroeconomic Performance

1.5 Uruguay's economy is recovering from the severe economic recession
that began in late 1981 and lasted until the first semester of 1985. The
Sanguinetti Administration took office in March 1985, facing an economy in
deep recession and with serious and immediate problems in servicing its
external debts. It immediately took actions to: (i) stabilize the economy
with the support of a Standby arrangement with the IMF; (ii) secure debt-
servicing relief from the commercial banks through a Multi-Year Resched-
uling Agreement (MYRA), covering principal repayments for 1985-89 for about
US$2.1 billion; and (iii) create the conditions to restore private sector
confidence and reinvigorate the economy. The Government's program has had
a very positive impact. The decline in real GDP stopped in the last two
quarters of 1985, effectively ending the recession; the economic recovery
has been remarkable. The economic scorecard shows: an average GDP growth
rate of 5.6 percent a year in 1986-87; unemployment dropping from
1.4 percent in February-April 1985 to 9 percent in October-December 1987;
real wages increasing by about 25 percent from the end of 1984 to September
1987; and inflation slowing down gradually from 83 percent in 1985 to
57 percent in 1987 (see Table 1).

Table 1: URUGUAY - RECENT ECONOMIC PERFORMANCE

1985 1986 1987

GDP Growth (Z annual) 0.0 6.4 5.9
Unemployment Rate (December) 12.0 9.2 9.0
Real Wages Index (Dec. 1984 = 100) 113.4 118.1 125.2
Consumer Price Index (Dec.-Dec.) 83.0 70.7 57.4
Exports of Goods (Z annual) -7.7 27.4 9.3

Source: Central Bank, DGEC.

1.6 The main engine of the recovery has been exports, which increased
at 18 percent a year in 1986-87, partly as a result of: (i) the increase in
Brazilian demand for beef, rice, dairy, and manufactured products in 1986;
(ii) a 47 percent expansion of wool exports in 1986-87 mostly accounted for
by a 40 percent volume increase since wool prices declined 18 percent in
1986, and increased 16 percent in 1987; and (iii) a 77 percent expansion of
manufactured exports. The favorable impact of this sharp increase in
exports has been reinforced by the improving terms of trade. Petroleum
prices dropped significantly, increasing the purchasing power of exports.
The trade balance was positive in 1986 and 1987, continuing the trend of
1983-85. However, imports rebounded in 1987 in response to the economic
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recovery, thereby reducing the trade surplus (FOB) to US$131 million
compared to the US$273 million surplus of 1986. Trade surpluses and lower
interest rates have permitted Uruguay to service interest payments on the
external debt without resorting to additional commercial bank borrowin, s.
In addition, a new refinancing agreement covering principal repayments for
1985-91, signed with the commercial banks in March 1988, combined with the
good management of the economy, will permit Uruguay to maintain manageable
debt-service ratios through the rest of the century (see para. 1.83).

1.7 The positive impact of exports on GDP growth was reinforced in 1987
by the recovery of investment, both public and private. This is a signifi-
cant development because private investment was very depressed up to 1986.
It also means that the productive sectors are responding to the more favor-
able environment by expanding capacity. Machinery imports increased by over
100 percent in 1987 with respect to 1986 and construction recovered.
Table 2 summarizes the main macroeconomic indicators.

Table 2: URUGUAY: GOP INDICATORS

1973 1980 1982 1985 1987 1973-81 1982-86 1986-87/a

(in millions of 1978 pesos) (growth rates)

GDP 25,579 34,808 32,138 29,905 33,464 4.2 -2.6 6.7

Production Origin
Agriculture 2,752 3,408 3,332 8,315 8,565 3.4 -0.2 3.7

Industry 6,021 8,934 7,516 6,301 7,686 4.7 -5.6 10.4

Commerce and Services 12,979 17,258 18,671 15,812 17,198 4.1 -1.8 4.3

Indirect Taxes 3,827 5,208 4,819 4,477 5,006 4.1 -2.6 6.7

Expenditure
Export Goods and Non-

factor Services 2,843 8,106 6,801 7,102 7,375 10.9 5.9 13.0
Investment 2,319 6,461 4,816 2,524 3,144 12.4 -20.8 11.6
Consumption 25,670 80,476 28,709 25,248 29,685 2.6 -4.0 8.4

Minus: Imports Goods and
Nonfactor Services 6,163 8,276 7,187 4,969 6,760 6.2 -2.1 16.6

Ratios
Consumption/GDP 100.0 87.6 89.3 84.4 88.7
Investment/GDP 9.0 18.6 16.0 8.4 9.4
Exports/GDP 11.1 17.5 18.1 23.7 22.0
Imports/GDP 20.1 23.7 22.4 16.6 20.2

/a Preliminary

Source: Central Bank.



C. Sectoral Growth

1.8 The economic recovery has been widespread. Agriculture and agro-
industries for exporting were the main initial factors in the recovery, but
once it was underway, other industries, construction, commerce and services
became more dynamic. The more favorable economic environment led to an
increase in employment which, together with the increase in real wages,
stimulated private consumption. At the same time, investment recovered.
Exports and the revitalized domestic demand, for both consumption and
investment, resulted in a generalized increase of manufacturing production
in 1986-87. The following paraj phs analyze developments in the main
productive sectors.

Agriculture

1.9 Agricultural output grew at 3.9 percent a year during 1985-87,
rebounding from the 14 percent decline recorded in 1982-84. This growth
originated in the livestock sector, particularly the wool subsector. The
combined number of sheep and cattle reached an all time high in 1987 at
about 34 million heads (see Table 3). This apparently has been associated
with a reduction of the acreage used for crops. Crop production was not a
factor in the recovery of agricultural output. Results have been mixed
with important reductions in some crops, partially compensated by increases
in new items.

Table 3: URUGUAY - LIVESTOCK STOCKS

Year Cattle Sheep Cattle Sheep Total
(million heads) (in livestock units/per hectare of pastures)

1975 11.5 15.1 0.59 0.18 0.73
1978 10.0 16.2 0.51 0.19 0.70
1980 11.2 20.0 0.56 0.23 0.80
1981 11.4 20.4 0.57 0.24 0.80
1982 11.2 20.3 0.55 0.24 0.79
1985 9.4 21.2 0.47 0.25 0.72
1986 9.3 23.3 0.46 0.28 0.74
1987 9.9 24.4 0.49 0.28 0.77
1988 10.4 (p) 26.0 (p) 0.50 0.30 0.80

(p) Preliminary

Source: DINACOSE.

1.10 Wool production and exports expanded at over 15 percent a year
during 1985-87, in line with the increase of the ovine stock, which reached
24.4 million in 1987, only second to the 1908 peak stock of 26 million
sheep. The recovery of wool production reflects several factors. First, a
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satisfactory macroeconomic framework: the exchange rate is floating;
export taxes have been reduced from 15 to 5 percent; prices of wool pro-
ducts are free; interest rates are slightly positive; and there are no
subsidies, except those resulting from the restructuring of the debts of
rural producers. Second, international wool prices increased 25 percent
during the period with changes in consumer preferences, which favored
natural fibers (wool, cotton) over synthetics. Prospects in the next few
years are favorable. Third, less attractive market conditions for beef
production on account of the subsidy policies and competition of the EEC.
Fourth, the overindebtedness of farmers affected the stock of ovines less.
While sheep stocks increased, cattle stocks decreased. Cattle growers were
forced to reduce stocks from 11.4 million in 1981 to 9.1 million in 1984;
sheep increased from 20.4 million in 1981 to 21.1 million in 1984. This
was followed by a sharp increase in the last three years.

1.11 Beef production is below the volumes achieved in the early 1980s.
Cattle stocks expanded during 1960-81 in response to a transitory increase
of export prices, the decontrol of beef and cattle prices under the August
1978 reform package, and the availability of easy credit. Producers bor-
rowed heavily to expand their herds and to increase their landholdings.
Unfavorable external market conditions followed on account of expanding
beef production in developed countries, which led to lower international
prices. Growers were in a financial bind and were forced to liquidate
stocks to pay short-term debts. The decline in stocks limited Uruguay's
response to improved external demand (from Brazil) in 1986 and to higher
export prices in 1987. The number of heads slaughtered in 1986, and par-
ticularly in 1987, are well below those reached in the early 1980s,
although still comparable to the levels of the 1970s. Policies more favor-
able to the development of the cattle sector could not fully compensate
during 1980-87 for the negative impact of external market developments.

1.12 The financial difficulties of cattle producers originated in
several factors. Overborrowed producers faced escalating financial costs
linked to high-debt levels, combined with a shift in real interest rates
from historically negative to highly positive in 1980. When external
market prices declined, cattle stocks had to be sold at a substantial loss;
beef exports by volume reached an all-time high in 1981-83. As stocks
declined and markets (e.g., Egypt) were lost to the subsidized competition
from the EEC, exported volumes dropped in 1984-85. The effect was rein-
forced by further price declines (23 percent in 1984-85). Low stocks pre-
vented a more dynamic response of the beef sector to the improved market
conditions of 198S-87. Cattle growers are rebuilding stocks in 1987. As
demand conditions in external markets improve and herd rebuilding advances,
beef exports by volume will recover. The general policy framework is
favorable, including the elimination of all export taxes on meat. Even
more important, the Government is committed to keep the continuity of these
policies. The sharp increase in domestic beef prices in 1986-87 provided a
good test; the Government refrained from intervening in the market and
maintained its free-market price policy. The main elements affecting
future beef production are the instability of external markets, the
subsidized competition of developed countries, and the low technical
efficiency of Uruguay's herds. Technical efficiency will have to improve
to raise the carrying capacity of the land at a time when Uruguay has
record-high levels of sheep stocks.
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1.13 External market prospects are uncertain in the next few years.
The EEC program, aimed at reducing the beef stockpile, will likely ease the
market pres ture of EEC's subsidized sales in coming years. On the other
hand, beef consumption per capita in developed countries is expected to
decline for health reasons. Beef prices recovered in 1987 over the low
1986 prices, but this most likely would be followed by a decline in
1988-90. Long-term prospects, however, are better. If the long-run prices
forecasted are realized, beef exports are expected to rebound signifi-
cantly. Uruguay, nevertheless, has to improve and modernize its meat-pack-
ing plants and technology to more effectively compete in the international
markets.

1.14 Dairy accounts for about one-fifth of the gross value of produc-
tion in the livestock sector. Milk production has steadily increased with
the pace quickening in the 1980s. Currently, it is about 910 million
liters a year. The National Dairy Products Cooperative (CONAPROLE) domi-
nates milk processing, marketing and exports. CONAPROLE purchases about
60 percent of the milk produced in the country.

1.15 Exports of dairy products have been increasing as milk production
expanded. Domestic consumption is estimated at over 700 million liters a
year, but growing at a slow pace. Exports increased from US$2 million in
1974 to US$35 million in 1986, in spite of the competition of subsidized
exports from the EEC. Argentina, Brazil and Mexico are the main markets.
CONAPROLE and the Government are embarked on programs supporting the expan-
sion of milk production by raising productivity, providing more electrifi-
cation to dairy areas and improving access roads. The EEC's milk output
reduction program, together with Uruguay's capacity for supplying Latin
American markets, will make it possible to expand dairy exports, which are
expected to increase in line with the expansion of production.

1.16 Export prices of powdered milk, cheese and casein show a slight
increasing trend since mid-1986. In September 19P7, the GATT's Interna-
tional Dairy Arrangement agreed to increase minimum export prices for skim
milk powder (7.9 percent), whole milk powder (56 percent) and cheese
(8.8 percent). Market prices have increased accordingly.

1.17 Domestic milk prices, as an input (leche industria) for dairy
products and as an input (leche cuota) for pasteurized milk, lagged behind
export and domestic consumption (leche pasteurizada) prices. Leche
industria prices were freed in the late 1970s, but milk for household con-

sumption continues to be unoder administrative control. This situation
should be carefully reviewed because of its incidence on the incomes of
rural milk producers. As production expands and exports gain in importance

over the domestic market, border prices will become increasingly important
in determining domestic prices. While over 60 percent of the milk produced
was for domestic consumption as fluid milk in 1977-78, only 30 percent was
in 1985-86.

1.18 Lamb and mutton are secondary exports derived from sheep raising
for wool production. About two-million head were exported yearly
(10-13,000 tons) in the early 1980s. The exported tonnage halved in
1984-85, but rebounded sharply in 1986 to 21,100 tons with a value of
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US$22.5 million. The recent increase in the sheep population and the

potential for further increases means that Uruguay will have to raise its
exports of sheep meat to about 3 million head. The main markets for sheep

meat are in Europe, the US, Japan and the Middle East.

1.19 Crop production has not increased, but a significant change in its

structure is underway. Dynamic crops are rice, citrus, soybeans and, to
some extent, barley. These crops are becoming increasingly important in

shaping domestic production and contributing to exports. On the other

hand, some traditional crops, such as wheat, corn, sugarbeets and linseed,
are in a long-term declining trend. Barley and wheat show productivity
increases in the last few years. During 1980-87, the acreage cultivated

with wheat dropped 42 percent; corn, 42 percent; sugarbeets, 40 percent;

and linseed, 95 percent. Preliminary 1988 estimates are for further reduc-

tions. Average changes are consistent with the evolution of prices and

incentives since 1979. Currently, only the domestic price of wheat is

subject to government control. A large proportion of the nondynamic crop

sector utilizes traditional methods, which entail poor land preparation and

seeding, late planting, minimal fertilization and poor weed control. Most

landowners are in the livestock sector but, when livestock prices are low,

they engage a medianero to plant wheat or similar crops as a cheap way of

preparing the land for a future new pasture. For these reasons, the crop

subsector has been less stable with the cropped area varying with price

fluctuations or changes in marketing incentives.

1.20 Citrus production is expanding rapidly as the planted area
increases. Uruguay has a comparative advantage for growing citrus; it is

located in the citrus belt and the climate is right for planting high-qual-

ity fruit. Furthermore, as a southern hemisphere producer, competition is

limited; fruits are exported during the off-season in the northern hemi-

sphere. Production increased from 86,000 tons in 1970 to 113,000 tons in

1980 and 170,000 tons in 1986; exports by volume expanded from 3,000 tons

in 1970 to 25,000 tons in 1980 and 63,000 tons in 1986. The exported value

increased from US$800,000 in the early 1970s to US$5 million in 1980 and

US$21 million in 1986. The growers association expect production to grow

70 percent during 1988-95 and export volumes to double. Juice production

for exporting is now beginning in order to process the increasing number of
rejects on account of the rapidly expanding production.

1.21 The main export markets for citrus are in Europe and Canada. The

Netherlands absorbs 52 percent of Uruguay's citrus exports, followed at a

distance by England (15 percent), East Germany (11 percent), Canada (6 per-

cent), Poland (3.4 percent), Sweden (2 percent) and Italy (1.6 percent).

1.22 Rice production is another success story. The cropped area

increased from 31,000 ha in 1970-71 to 82,000 ha in 1986-87; production

increased from 37,000 to 394,000 tons. Average yields are five tons of

unhulled rice per hectare. Rice millers have promoted improvements in

technology. Technical packages are well-screened and support services are

efficient. Most production is of the "Blue Bonnet" variety. The domestic

market absorbs about 35,000 tons a year and, thus, most of the production
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is exported. The main export markets are Brazil, Iran and Portugal. From
US$3.7 million in 1970, rice exports increased to US$78 million and 265,000
tons in 1986.

1.23 The outlook is for further expansion of rice production in Uruguay
for exporting, with the expansion of rural electrification and access roads
in the rice belt. Market prospects in the near future are favorable. In
early 1987, Uruguay's exports of rice were sluggish as international prices
were low; however, export prices rebounded and, by October 1987, were
30 percent higher than in July 1987, and a recovery is expected in 1988.
Furthermore, the 1987-88 production in India, Thailand and Indonesia
dropped; Thailand's exports are expected to be 30 percent lower.

1.24 Barley. Acreage and production have increased from 70,000 tons in
1980 to 125,000 tons in 1987. It is produced under contracts with brewing
companies, which provide a package of inputs and credit and guarantee the
market. Yields improved from 1,000 kg/ha in 1966 to 1,672 kg/ha in 1985,
but dropped transitorily in 1986 to 1,209 kg/ha to recover in 1987. About
10,000 tons of barley are absorbed by the local market--excess production
is exported mostly to Brazil. Exports are at the US$15-20 million level.
The potential for expansion is closely tied to the Brazilian market, which
reportedly could absorb the production of 20,000 additional hectares
(24,000 tons). A new malting facility to process 15,000 tons of grain is
under construction.

1.25 Soybeans (soja) production is recovering from a sharp decline
during the 1970s. The main area of cultivation has shifted to the border
with Brazil. This recovery is mostly connected with past Taiwanese govern-
ment's investments in the soybean areas and its guarantee to purchase cer-
tain quantities at prices slightly above the world prices. With the recent
break in diplomatic relations with Taiwan, this crop is expected to be
placed in other markets, including Mainland China.

1.26 Vegetable crops are mainly produced in the small farms near
Montevideo and in the irrigated areas in the North (Salto and Bella Union).
Irrigated vegetable production in Salto and Bella Union uses modern tech-
niques and supplies the winter demand in Montevideo. While melon and
garlic production increased during the 1970s and early 1980s, production of
other vegetables (onions, beans, sweet potatoes and pumpkin) dropped,
apparently in connection with the reduction of tariffs on imports of these
products undertaken during the same period. The supply of garlic exceeds
the domestic demand, but only intermictent exports are made to Brazil.

1.27 Uruguay is beginning to export processed meazs, which include some
vegetable component. If these activities expand significantly, the demand
for some vegetables nay increase considerably. These developments will
need close follow-up to organize producers into some kind of contract
arrangements with quality inputs supplied by the food processors.

1.28 Temperate fruit production (apples, pears and quince) for the
local market is an encouraging activity. Yields of apples and pears are in
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the 25-30 tons per ha, and 70 percent of the fruit is marketable. Table
grapes offer another opportunity for new exports. Some shipments have
taken place from Bella Union to Germany.

Forestry

1.29 Uruguay has a comparative advantage for forestry. Although land
suitable for forestry covers about 4.5 million ha, there are only
400,000 ha of natural forest, mostly small trees with limited or no indus-
trial use; 120,000 ha of planted forest with pine and eucalyptus; and
50,000 ha of poplar, salix and other species. Sawmills are small (capa-
city: less than 30 cubic meters a day) and inefficient. Sawnwood consump-
tion averaged about 220,000 cubic meters a year during 1973-84, of which
about 66,000 were imported. The recession in the construction industry led
to a decline in consumption. With the recovery of construction in 1987,
demand for sawnwood is expected to recover to the 1979-80 lAvel and, there-
fore, to increase at about 2.5 percent a year. Fuelwood is important; its
domestic use increased from 1.36 million cubic meters in 1974 to 2.76 mil-
lion cubic meters in 1984. Demand is expected to grow at 5 percent a year.

1.30 Natural conditions (soil, climate and topography) are favorable in
the Departments of Paysandu, Rivera, Rio Negro, and Tacuarembo. Phyto-
sanitary conditions, volumetric growth rates and market potential for
eucalyptus are good. Uruguay has the potential for increasing forest areas
and initiating exports of wood. These mean increasing efficiency in forest
exploitation, processing, handling, and tranoportation. The short-term
objective should be to promote the expansion of the high quality planted
area with government promotion, long-term investment incentives, and
research and extension.

1.31 Forest development incentives should be adequate to promote
forestation on a long-term basis. Policy continuity is essential, given
the long-term investments required. This was not the case in the past.
Forest plantings began to increase in 1975, taking advantage of a 1968
forestry law which was regulated in 1974. However, signals changed in 1979
when incentives were abolished. While the annual average area planted was
3,085 ha in 1975-79, it declined accordingly to 2,546 in 1980-85 although
the termination of incentives apparently was not the major cause of the
decline. In 1983 and 1984, planting rates were the highest of the whole
period. However, changes in legislation had a negative impact. For this
reason, an important consideration in the new legislation should be a long-
term, stable environment. A new forestry law is under discussion in
Parliament. The draft law establishes forest protection and forest produc-
tion areas; tax benefits during the development and exploitation phases;
and import tariff exemptions on equipment.

Fishing

1.32 Fish production for exporting is a relatively new and dynamic
activity in Uruguay. The fish catch expanded from 16,000 tone in 1974 to
144,000 tons in 1981, but has remained at this level on account of the
indebtedness and limited working capital of the processing plants. The
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fishing industry exports half of its catch. Exports increased from about
3,000 tons (US$1.2 million) in 1974 to 75,000 tons (US$65 million) in 1986.
Exports reached US$81 million (6.8 percent of total exports) in 1987.

1.33 Processing capacity at about 250,000 tons is above the estimated
maximum annual catch of 200,000 tons for all kinds of fish, except the
anchoita. Extraction of certain species, however, is reaching the limit
permitted by a good conservation policy. Fish processing employs about
7,500 workers, but employment could increase to 9,000. Studies made in
Uruguayl/ point out the need to: (i) diversify the catch to include other
species and squids; and (ii) increase the value-added by processing the
fish into frozen meals and special cuts at higher prices. On this basis,
the value of fish exports should continue the increasing trend of the last
four years.

1.34 Over half of the fish is exported to both the US (30 percent) and
Brazil (23 percent); Japan, West Germany, Saudi Arabia and Israel each
absorb between 4 and 6 percent.

Manufacturing

1.35 Manufacturing value-added was 46 percent of the gross value of
such production in 1986. About three-fourths is concentrated in food pro-
ducts (17 percent in 1986), petroleum refining (15 percent), textiles and
clothing (14 percent), chemicals (10 percent), beverages (7 percent),
tobacco products (5 percent) and leather goods (7 percent). Manufactured
foods are mostly products of agroindustries, such as meat, dairy products
and milled rice.

1.36 Manufactured exports are closely connected to the processing of
agricultural inputs. Primary manufactured exports are meat, wool tops,
dairy and fish products, hides and tanned leather. Light manufactured
exports of agricultural origin are: wool garments and textiles, leather
manufactures and shoes.

1.37 Manufacturing activities grew rapidly in the mid-1970s as a result
of the measures taken by the Government (deregulation of markets, reduction
of protection, decontrol of prices, realistic exchange rate, credit and tax
incentives, and subsidies) to enhance the role of market forces, open the
economy and encourage manufacturing production for external markets. The
most dynamic subsectors weie: textiles (60 percent increase in 1973-80),
garments (70 percent), leather products (118 percent), rubber products
(57 percent), machinery and electrical equipment (164 percent), transport
equipment (70 percent), and chemicals (30 percent) (see Table 7.1,
Statistical Appendix). Furthermore, Uruguay entered into bilateral trade
agreements with Argentina and Brazil, which reduced tariffs and other trade
barriers. Exports to these two countries grew considerably.

1/ Camara de Industria Pesqueras del Uruguay, El Sector Pesquero Uruguayo,
Situacion a 1986 y Perspectivas.
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1.38 Traditionally, the main manufactured exports were based on pro-
cessing agricultural products, mostly of livestock origin. With the new
orientation, on the one hand, the country moved towards further processing
of these raw materials before exporting them. Exports of wool tops,
textiles and clothing showed significant increases; tanned leather, gar-
ments and shoes were exported instead of raw hides. New export activities
of primary origin developed, such as rice milling, fish and dairy products.
On the other hand, exports of other manufactured products--mainly chemi-
cals, cement, paper, vehicles, and tires--showed significant increases in
the framework of the bilateral trade arrangements with Argentina and
Brazil. Some are also exported to developed countries, such as ceramic
products and vehicle parts.

1.39 In addition to export expansion, manufacturing subsectors pro-
ducing for the domestic market and for construction activities benefitted
from the overall impact of economic growth and the construction of the
hydropower plants of Salto Grande and Palmar, which required large quanti-
ties of cement and construction materials.

1.40 The situation changed when the Government decided to use the
exchange rate as a mechani3m to bring inflation under control. The over-
valuation of the peso that resulted from this approach gradually eroded the
competitiveness of manufacturing exports, which showed some decline as
early as 1980. Economic difficulties in Brazil and Argentina further com-
pounded the problem. The crisis in manufacturing was precipitated by
Argentina's devaluation of the peso in 1981, which led to the onset of the
recession in late 1981 in Uruguay. Total manufacturing production by
volume dropped 20 percent between 1980 and 1982, leading the economy into
the recession. Food products, tobacco and beverages, which together repre-
sented about 40 percent of the gross value of production, recorded small
volume increases or a 7 percent drop (beverages). Thus, the remaining
subsectors (covering 60 percent of manufacturing) experienced the most
severe declines in production in 1981-82. Manufacturing production did not
recover in 1983-84; the demand for food products, tobacco and beverages
diminished with the widening recession, negating limited recoveries in
textiles, clothing and paper production.

1.41 The malaise of the economy continued until the first semester of

1985. The second semester was the turning point. The economic policies
introduce, in early 1985, the improved outlook for important exports (wool)
and better markets in Brazil, the EEC and the US turned the situation

around. The recovery continued vigorously in 1986 and 1987, but was

decelerating at the end of the latter year with the deepening economic

difficulties in Brazil and Argentina. Manufacturing value added grew by

11.5 percent in 1986-87. As a result, manufacturing represented about

27 percent of GDP (at factor cost) in 1986 compared to about 21 to
22 percent in 1981-82 at the beginning of the recession. The main
industries behind the recovery are: textile and clothing, leather goods,

chemicals, tires and motor vehicles.
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1.42 Export markets played an important role in the renewed dynamism of

manufacturing. Clothing, textiles and leather goods led the recovery with
important export sales, but other less traditional manufactures (e.g.,
chemicals, rubber aid plastics, transport equipment, ceramics) played an
important role (see Table 4). This is an interesting development, which
indicates potential for manufactired exports. These results are partly the
result of trade arrangements with Argentina and Brazil, but also outside
ALADI. For example, exports related to Uruguayan imports of vehicle coim-
ponents reached US$51 million in 1987.

Table 4: URUGUAY: SELECTED MANUFACTURE) EXPORTS
(in US$ millions)

Items 1973 1979 1980 1981 1985 1986 1987

Clothing and Textiles 7.1 50.3 44.0 55.8 71.2 82.4 106.1
Leather Goods 5.4 107.4 55.8 81.8 52.6 73.8 114.9
Chemicals 6.0 25.0 38.0 37.1 37.5 50.6 77.9
Rubber and Plastics 1.4 20.0 20.9 18.2 13.5 20.2 30.7
Ceramics 0.3 n.a n.a n.a 0.6 1.1 9.1
Metals and Metal Products 0.7 n.a 6.3 6.5 6.5 8.4 8.8
Machinery and Appliances 1.1 16.6 20.1 9.7 10.7 11.5 12.5
Transport Equipment 3.0 19.9 23.5 12.9 6.6 13.0 23.7

Source: Central Bank of Uruguay.

1.43 Foreign firms account for about 15 percent of the gross value of
production (5 percent of GDP). Most foreign firms are large (over
100 workers), and about four-fifths of their production is for the domestic
market. Chemicals and food products represent over two-thirds of the pro-
duction of foreign-owned firms. Their main exports include: chemicals,
food products, shoes, clothing, basic metal products, electrical appli-
ances, and transport equipment.

1.44 Manufacturing value added at factor cost (about two-fifths of the
gross value of production) has changed dramatically its composition since
the late 1970s. With the reduction in real wages, labor costs were about
29 percent of value added (13 percent of the gross value of production) in
1986. Currently, over half of value added (one-fourth of the gross value
of production) is allocated to cover financial costs (mostly interest) on
account of the high positive real interest ratefn that had prevailed since
1980 and the overindebtedness of firms, mostly in dollar-denominated debts.
The peso equivalent of these debts increased sharply with the 1982 devalua-
tion and subsequent flotation of the peso. This situation has resulted in
negative real rates of return for highly indebted firms. Firms have been
decapitalized to cover actual or accrued interest payments and forced to
roll over their debts at higher interest rates, or stop payments in their
struggle to survive.
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1.45 The manufacturing sector's debts to Banco Republica, the Central
Bank and private commercial banks have been a serious constraint to the
reactivation of industrial activities. Of the US$1 billion in debts, a
significant proportion was in arrears at the end of 1985. A refinancing
law approved in November 19e5 has contributed significantly to ease the
problem (see Chapter II). The law reduced the liabilities of viable enter-
prises and established the l.egal framework for reschedulings of the debt
with banks. The effect of the crisis on commercial banks' credit is
noticeable. Credit to manufacturing in constant pesos was stagnant in
1985, 1986 and 1987. The distribution, however, by manufacturing sub-
sectors changed, reflecting the preferred credit status of foreign firms
who kept current their obligations to the banks; the export-oriented nature
of the activity; and the uneven impact of the economic recovery among
sectors. Credit shares expanded for textiles, leather goods, chemicals and
beverages (see Table 5).

Table 6: URUGUAY: Commercial Banks' Credit to Manufacturers
(in percentages)

Machinery, Total
Leather Metal Transport (millions of

Year Food Beverages Textiles Goods Chemicals Products Equipment Other 1994 pesos)

1982 18.6 2.6 11.8 16.3 11.9 6.7 6.8 26.8 65,696

1983 19.6 4.3 11.8 18.7 10.7 7.7 5.2 27.0 86,164 /a
1984 21.1 8.9 12.7 16.4 10.0 8.0 5.0 28.9 82,827

1986 22.7 4.2 12.6 16.1 10.7 7.9 5.8 21.2 29,994
1986 28.5 5.0 14.6 18.7 10.6 5.7 3.4 18.6 28,695

1987 21.9 4.9 18.2 19.4 18.8 6.8 2.8 17.7 28,328

/a Portfolio purchases by the Central Bank reduced the total portfolio of commercial banks.

Source: Central Bank.

1.46 Textiles account for 10 percent of manufacturing production and
14 percent of the employment in the sector. Wool textiles are the most

important subsector; it covers all manufacturing stages from the production
of tops to wool textiles and clothing. Exports of wool textiles repre-

sented about US$25 million in 1987. Garments are also an important export,
with about US$54 million in 1987. Manufacturing of wool textiles is con-

centrated in a few firms, but garment exports are more diversified; four
firms concentrate about 90 percent of the wool textile exports, while none

of the garment exporters exceeds 10 percent of export sales. Markets are

heavily concentrated in the US, West Germany and Canada. Exports to the US

and West Germany are subject to quota restrictions. Bilateral agreements

under the Multifiber Agreement have been entered into with the US and the

EEC.
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1.47 Leather manufactures process mostly locally-produced hides. About
three-fourths are exported as tanned leather and one-fifth as leather manu-

factures; the remaining 5 percent is utilized in the domestic market. Four
tanneries export about 90 percent of the tanned leather. The two largest
tanneries had a joint capacity of 1.6 million hides a year.

1.48 Shoe production expanded rapidly from the mid-1970s to 1979 under
the stimulus of the tax rebates (reintegros) and other incentives.
However, as Uruguay's exports to the US increased (tariff rates are 8 to
10 percent), they were the subject of an inquiry for the determination of

injury under the Tariff Act of 1930. Uruguay was forced to suspend the
rebates at the same time the price of leather increased; accordingly, shoe
exports dropped significantly in the early 1980s; this situation lasted
until 1986. However, the value of shoe exports increased over 75 percent
in 1987, mostly to the US. Europe is not currently an important market.
Production, employment, and working hours showed 30, 21 and 42 percent
increases, respectively. For the future, Uruguay has the potential to
expand further shoe exports, provided the equipment is modernized and plant
capacity expanded. The capacity is about 8 million pairs of shoes a year;
however, to compete with Brazil's much larger production capacity, the
largest Uruguayan manufacturing plant has to export all its output. Style
and knowledge of markets also have to be competitive in a rapidly changing
market. Producers are beginning to export shoe components.

1.49 Other leather manufactures began to gain export momentum also in
the 1970s under the umbrella of export promotion measures. The main
exports are: handbags, wallets, belts, leather and sheepskin garments.
Handbags, wallets and belts are mostly exported to the US; leather garments
to West Germany and the US; and sheepskin garments to West Germany. This
concentration is explained by low tariffs and none, or minor, nontariff
barriers. Competition in some export items is heavy, and some leather
products (handbags, jackets and leather coats) were the subject of a
determination of injury during 1978-81 by the United States Trade Commis-
sion under the Tariff Act of 1930. This forced Uruguay to suspend the tax
rebates in 1981. Uruguay had accepted the GATT Code on Subsidies and
Counterveiling Duties in 1979, and moved in 1981 to a drawback for indirect
taxes paid during production in accordance with GATT rules. Equipment
modernization and capacity expansion are needed (as in shoe production) to
increase exports.

1.50 Chemical products (except petroleum derivatives) are an important
component of manufacturing value added (15 percent) and the gross value of
production (13 percent). Exports of chemicals and derivatives represent
about 15 percent of total exports at US$175 million in 1987. Main export
items: paints and varnishes, fertilizers, polyvinyl and other synthetics,
soaps and detergents, pharmaceuticals, plastics and tires. Production
increased rapidly during 1986-87 (see Table 6).
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Table 6: URUGUAY: PRODUCTION OF CHEMICAL PRODUCTS
1982 = 100

Branch 1987
Code Group 1984 1985 1986 (through September)

351 Industrial Chemicals 86 103 142 175
352 Other Chemicals 96 92 110 109
355 Rubber 130 124 156 187
356 Plastics 97 106 124 143

Source: BCU, Boletin Estadistico.
DGEC, Encuesta Industrial Trimestral, 3rd Quarter 1987.

1.51 Pharmaceuticals represent about 3 percent of the gross value of
manufacturing production with about 70 firms, of which 21 are multi-
nationals accounting for three-fifths of the local market. Only nine firms
employ more than 100 workers. Drugstore sales represent about 45 percent
of the local consumption of pharmaceuticals; a similar share is consumed by
the mutual-aid health clinics and the remainder by public health units.

1.52 Automotive production (from kits) of light vehicles experienced a
significant recovery from 6,000 units in 1985 to 14,000 in 1987, mostly for
the domestic market. Truck and tractor production is low (about 300
units). Car exports (about 900 units) are sent to Argentina in the frame-
work of automotive integration and CAUCE arrangements. Integration
arrangements allowed Uruguay to export, in addition, about US$20 million of
car components to Argentina and US$16 million to Brazil in 1987, compared
to US$4 million and US$8 million in 1985, respectively. These components
are also exported to France (US$9 million in 1987) and to the US (US$4 mil-
lion) which include: leather car interiors, paints, electrical parts and
tires. Mechanical and electrical components (including pistons, small
engines) appear to be internationally competitive as well as the textile
and leather specialties for deluxe passenger cars. Since 1980, imports of
assembled small cars are permitted.

Construction

1.53 Construction activities (housing construction and public works)
employed about 5.5 percent of the working force in 1985. About 40 firms
employ more than 100 workers. In the late 1970s and early 1980s, a con-
struction boom took place. Housing construction doubled between 1973-77
and 1979-80, partly as a result of new legislation and the demand in Punta
del Este. The construction of the Palmar hydroelectric plant also con-
tributed to a high level of construction activity.
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1.54 Construction dropped significantly during the 1982-85 recession on
account of three factors: (i) the end of the speculative boom in real
estate, particul&rly in Punta del Este, fueled mostly by Argentine
investors; (ii) the drop in public investment after the completion of the
Palmar Hydropower Plant in 1983; and (iii) the impact of the recession
itself. Cement consumption, a good indicator of construction's level of
activity, dropped from an average 600,000 tons in 1980-81 to an average
320,000 tons in 1985-86. Private investment in construction in 1986 was
about 30 percent of that of 1980; public investment was about one-half.
However, preliminary results for 1987 show a significant recovery of con-
struction as public investment picked up momentum and private construction
began to recover in Punta del Este and other urban areas.

D. Inflation

1.55 Inflation rekindled after the November 1982 devaluation. The
exchange rate had been used as an anti-inflation tool by making imports
cheaper; with the devaluation, prices of imported goods increased rapidly.
Consumer prices followed the same trend. From an 11-percent inflation
dnnual rate for the first 11 months of 1982, price rises (December-
December) increased to 85 percent in 1985. The devaluation reinforced the
initial inflationary impact of the 1982 fiscal deficit, and indexation
provided further momentum. Indexation reduces the economy's flexibility to
change relative prices and move to a new equilibrium and tends to perpet-
uate inflation in the face of conflicting income claims. Wages, retirement
benefits, interest rates and tariffs/prices of public enterprises moved in
step with the consumer price index. Other prices are also linked through
the rate of devaluation: imported final goods and inputs, as well as
exported products, were automatically adjusted as the exchange rate fol-
lowed the CPI. Finally, domestic producers increased prices to maintain
their mark-ups as wages, inputs and financial costs increased. With the
stabilization program initiated in mid-1985, the inflation rate declined
from about 100 percent in early 1985 to 71 percent in 1986. This was the
result of the Government policies to reduce the fiscal deficit and the rate
of monetary growth (see Table 7). The efforts to reduce inflation have
continued under an 18-month program which was introduced in June 1987; the
inflation rate was 57 percent in 1987. While the reduction from early 1985
to late 1987 is large, several factors played a role in slowing down the
rate of price deceleration: (i) the indexation of the economy which
perpetuates the inflationary gap; (ii) large foreign exchange earnings from
rapid export growth and continued inflows of foreign deposits which forced
the Central Bank to a higher rate of money creation than needed for trans-
action purposes and a stabilization policy; (iii) private-wage increases
determined by market forces in excess of Government guidelines; (iv) large
increases in beef prices (an important item in the cost-of-living index) in
late 1986 and early 1987, fueled by the external demand from Brazil; and
(v) the need to maintain a competitive exchange rate vis-a-vis Argentina.
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1.56 Government policies under the above-noted 18-month program aimed
at a gradual reduction of the inflation rate to 50 percent in 1988. The
program included: (i) private-wage adjustment guidelines on the basis of
an average of expected and past inflation; and (ii) a more restrictive
monetary policy, which targets the growth of monetary and credit aggregates
in line with the projected decline in inflation. The Central Bank
tightened credit in the second half of 1987 by increasing interest rates on
its bills, raising the ratio of treasury bills that commercial banks had to
hold in relation to deposits and increasing interest rates on short-term
deposits in the Central Bank. As a percentage of GDP, the net flow of bank
credit to the public sector decliend from 9.5 percent to a negative
0.4 percent (see Table 7). Several factors, however, have resulteu in a
higher inflation rate (about 70 percent) in 1988. The Uruguayan peso is
following the dollar devaluation and trying to cope, to some extent, with
exchange rate developments in Argentina and Brazil. This fueled inflation
in 1988. Other factors that contributed to the higher than targeted
inflation rate in 1988: (i) indexation, a drought that increased the prices
of beef, fruits and vegetables, large foreign exchange earnings, and a
slightly higher than expected public sector deficit.

Table 7: URIWAY: NET CHANGES IN MONETARY AGGREGATES
(in percentages of ODP)

1982 1988 1984 1985 1986 1987

Sources 2.2 15.4 0.2 7.9 18.2 12.2
Money 1.5 0.5 2.5 3.8 8.2 2.8
Quasi-Money -2.4 -1.4 2.0 11.0 12.5 6.6
Other (Net) 8.1 16.3 -4.8 -8.9 2.6 2.8

Uses 2.2 16.4 0.2 7.9 18.2 12.2
Net International Reserves

(Increase +) -9.9 +8.7 -6.? +2.5 +6.6 +1.6

Credit Private Sector 4.8 2.2 2.6 7.2 9.0 11.0
Credit Public Sector 7.8 9.6 8.8 -1.8 2.7/a -0.4

of which:
Central Government (Net) (7.9) (8.8) (4.5) (-1.8) (0.1) (-1.1)
Rest of Public Sector (0.) (5.7) (-0.8) -0.1) (2.8)/b (0.7)

/a Includes deposits in dollars, valued at accounting exchange rates.
/b Reflects accounting adjustments associated with the assumption by the Central

Bank of part of the public sector debt with foreign commercial banks.

Source: IWF.

1.57 The Government's wage policy moved to twenty-months wage contracts
for private sector employees in July 1988 in an effort to reduce periodic
labor tensions and slowdown inflation. These contracts determine a wage
adjustment for inflation equivalent to 90 percent of past inflation. In
the public sector, the adjustment is more restrictive; it will range
between 80 and 90 percent of past inflation.
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E. Unemployment And Wages

1.58 Government policies in the last three years have been very suc-
cessful in reducing unemployment, which stood at 9.8 percent during
February-April 1988, down from 15 percent in 1983. Historically, the unem-
ployment rate has been at about 8 percent for Montevideo (1965-75) and
declined to about 7-8 percent in the peak growth period 1979-80, which may
be representative of an unemployment floor. Employment in manufacturing
increased by about 10 percent in the two-year period, with only 10,000 jobs
being created; working hours also expanded by 10 percent, absorbing a sig-
nificant share of the increased demand for labor.

1.59 Labor supply growth (after emigration) is low (0.7 percent a year
in 1975-85), but with increasing participation rates (particularly among
women), on account of both the long-term trend of women joining the labor
force, and the short-term needs to supplement family incomes at times of
declining real wages. Labor demand, on the other hand, has been influenced
by cyclical economic trends.

1.60 Unemployment among heads of households is low. Women and young
people, however, show much higher than average unemployment rates. The
trend is towards increasing structural unemployment associated with women,
and new arrivals to the work force who have above average educational
levels. This indicates a mismatch between the education available to new
entrants to the labor force and the labor demands of the economy. On the
other hand, sectors such as agriculture, experience some labor shortages.
The rural labor force declined from 210,000 in 1961 to 152,000 in 1986. As
a result, the number of hectares per rural worker increased from 81 to 104.2/

1.61 The evolution of employment in manufacturing and other activities
is closely associated with a shift toward employment in informal activ-
ities, which took place during the recession. Manufacturing employment,
for example, grew 20 percent during 1976-80, but about 40,000 manufacturing
jobs were lost between 1980 and 1985. In parallel, growth of the informal
sector has been notable since 1981. Self-employed workers increased by
about 24 percent; those without a fixed place of business (informal sector)
grew by 70 percent in 1981-86. At the height of the recession, many
informal workers were involved in menial occupations, such as searching
through garbage for salvageable materials.3/ This shift also accounted for
a reduction of the number of workers in the formal sector who had been
living in poor housing (cantegriles).

1.62 Segmentation of the labor supply hinders the effectiveness of
macroeconomic policies to reallocate workers from depressed to dynamic
sectors. Under these circumstances, macro policies would be insufficient,
segmentation prevents specific groups of the labor force from having full

2/ DIEA, Censo Agropecuario por Muestreo, Boletin Estadistico No. 22,
1986.

3/ Apezechea, Bayce, Mazzei and Veiga, La Nueva Crisis Urbana, Pobreza
Extrema y Nuevas Empresas, Montevideo, 1985.
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mobility between occupations--in particular, women, the young and the edu-
cated. The implication is that specific labor policies to address market
segmentation would have to be carried out together with macro policies
(e.g., exchange rate policy) to achieve the desired employment results.

F. Investment And Savings

1.63 Uruguay's investment showed record levels (about 19 percent of
GDP) during 1945-55, which contributed to a rapid expansion of GDP
(4.8 percent a year; 3.5 percent per capita) and manufacturing (7.7 percent
a year). Capital goods imports for manufacturing increased sharply
(US$4.5 million yearly average in 1942-44; US$12 million in 1945-47;
US$28 million in 1948-50; and US$35 million in 1951-56).

1.64 From the mid-1950s to the mid-1970s, however, investment levels
were mostly low (in the 10 to 13 percent of GDP range) reflecting:
(i) limited opportunities for efficient import-substitution in manufactur-
ing for a small domestic market; (ii) the lack of incentives to further
investing in agriculture and other export-related activities; (iii) the low
level of public investment; and (iv) the longer-than-normal useful life of
capital goods in Uruguay, or the low replacement rate (e.g., the equipment
of several public enterprises became obsolete).

1.65 The reforms initiated in the mid-1970s and the oil crisis brought
about a renewed investment effort in response to the free market and open
economy orientation, as well as by the need to develop alternative sources
of energy, which forced Uruguay's public sector to increase investment
substantially in the development of hydropower plants. Total investment
was in the 16 percent range during 1975-82. The economic crisis of 1982-85
and the completion of the hydropower plants brought investment to new lows
(an average 9 percent of GDP in 1983-85; 8.4 percent in 1986-87). Domestic
savings, however, increased as a percentage of GDP to cover the service
payments of the external debt (see Table 8).

Table 8: URUGUAY: INVESTMENT LEVELS

1946-64 1956-69 1960-64 1985-68 1969-74 1975-81 1982-85 1986-87

Investment/ODP 19.2 12.8 14.4 10.8 12.2 16.6 1C.9 8.4

Domestic Savings/GDP 16.2 11.8 18.6 13.9 12.0 12.0 11.7 12.0

GDP Growth Rate 6.2 -0.8 1.8 0.6 1.8 4.1 -2.5 5.7

Source: Central Bank of Uruguay, IBRD, Report WH-198a.
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1.66 Investment levels for Uruguay similar to those of 1975-82 (see
Table 8) seem to be adequate to sustain per capita GDP and provide for
future needs of the economy. This level is low in comparison to those of
other countries. Several factors explain the difference: (i) population
growth is low (0.5 percent a year) so that a 2.5 percent increase in per
capita income a year only requires a 3 percent GDP growth; (ii) an aging,
slow-growing population does not require large social investments for capi-
tal widenirg in new medical, educational facilities and housing for young
generations, thereby lowering the capital/output ratio. This could be
compensated in part by capital deepening to provide sophisticated medical
care to older generations; (iii) previous investments are mostly well-main-
tained and last longer in active use than in more developed countlies, a
factor which also lowers the capital/output ratio; (iv) a large share of
the new investments go to agriculture where low capital/output ratios
prevail; (v) the existence of excess capacity in several sectors of the
economy, such as power generation, meatpacking and manufacturing (severely
affected by the 1982-85 recession); and (vi) statistical errors. In view
of the above, it is not surprising that, in the next few years, Uruguay's
GDP could grow significantly with low investment coefficients.

1.67 Given the limited availability of national savings and the need to
generate an adequate fiscal transfer (about 4-5 percent of GDP) to service
the external debt, Uruguay is fortunate to be in this position. Otherwise,
the competition between investable resources and those needed for the
fiscal transfer would most likely generate severe tensions in the economy.

1.68 The evolution of domestic savings in the national accounts, i.e.,
savings used to finance domestic investments plus net factor payments
abroad, parallels mostly the trend of domestic investment, with the excep-
tion of: (i) the 1975-81 period when foreign financing resulted in a much
higher investment coefficient; and (ii) the last few years when the
external debt service has required that a much larger share of domestic
savings be allocated to external factor payments, and thus savings have
exceeded investment. However, savings estimates ignore local funds that
are invested abroad, which may be large in some years (capital flight in
1982). With no adjustments for capital flight (which may be reversed), or
for capital inflows from neighboring countries, estimated domestic savings
at a 12 to 14 percent of GDP range are normal for Uruguay and permit an
adequate financing of investment.4/ However, with external debt service at
about 4 percent of GDP, an effort to stimulate domestic savings is needed
to permit higher domestic investment and growth. This underscores the
importance of reducing the public sector deficit (including Central Bank
losses) to below 4 percent. It also reflects the importance of creating
conditions for returning Uruguayan funds invested abroad and avoiding
further domestic capital outflows. Foreign short-term inflows should be
used only in a very limited fashion to finance long-term investments
because of their volatility.

4/ For example, a 3 percent GDP growth (2.5 percent per capita) with a 3.5
to 4 percent gross capital/output ratio would require only an
investment coefficient of 10.5 to 12 percent of GDP.
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G. Public Finances

1.69 The Government has successfully taken actions to reduce the public
sector deficit and establish a sounder fiscal position. The peak 1982
deficit of 18 percent of GDP had been reduced to 9 percent at the end of
the previous administration, but was running at over 10 percent in the
first quarter of 1985. The stabilization programs launched in June 1985
have been instrumental in reducing the public sector deficit (including
Central Bank losses) to the targeted 5 percent of GDP in 1986 and 4 percent
in 1987 (see Table 9). The Sanguinetti Administration's comprehensive
package relied on: (i) tax reforms introduced in late 1984 and 1985 com-
plemented with an improved tax administration; (ii) expenditure reductions,
as a percentage of GDP, including a freeze on employment; and (iii) real-
istic tariff levels for public enterprises so as to guarantee the necessary
local counterpart funds to finance investments. External factors also
helped in improving public finances. Lower oil prices increased profits of
the state-owned refinery, which were plowed back to the Central Government
Treasury, and the drop in LIBOR rates eased the pressure of the external
debt service.

-Table 9: URUGUAY: PUBLIC SECTOR DEFICIT
(in percentages of GDP)

1980 1982 1984 1985 1986 1987

Nonfinancial Public Sector 0.5 -10.0 -4.4 -3.1 -1.3 -1.3
Central Government Ia 0.1 -8.7 -5.2 -2.8 -1.4 -1.3
Other /b 0.3 0.1 0.1 - - -0.1
Public Enterprises 0.1 -1.5 0.7 -0.3 0.1 0.1

Financing -0.5 10.0 4.4 3.1 1.3 1.3

Dollar-Denominated Bonds -0.7 0.8 0.5 4.3 1.4 2.1
Foreign Loans 1.2 2.6 -0.7 0.3 1.0 0.7
Foreign Suppliers 0.4 0.5 0.2 -0.1 -0.1 0.
Internal Financing -2.1 6.1 4.4 -1.5 -1.0 -1.4

Central Bank Losses - -8.3 -4.8 -3.4 -3.8 -2.8

TOTAL PUBLIC SECTOR 0.5 -18.4 -9.2 -6.5 -5.0 -4.1

/a Includes transfers to finance the deficit of the Social Security Bank.
/b Municipality of Montevideo, Social Security and National Colonization

Institute.

Source: Central Bank and IMF.
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1.70 Currently, the public sector deficit originates mostly in the
Central Bank losses, associated with the portfolio purchases undertaken in
1982-83 to assist commercial banks in distress on account of their easy
lending practices. Borrowing companies or individuals were not properly
evaluated, and the collapse of the real estate market and the recession
seriously affected the collateral values. Dollar-denominated debts multi-
plied with the 1982 devaluation and subsequent floating exchange rate
practices. To support these portfolio purchases, particularly those from
foreign-owned banks, the Central Bank received US$540 million in new
external loans, of which US$215 million were provided to finance portfolio
purchases, and US$325 million represented new fresh money, mostly from
external lenders with ')ranches in Montevideo. The operation provided
foreign financing for in amount equivalent to 2.5 times the face value of
the actual portfolio purchases. Other portfolio purchases were financed
with US$281 million in dollar bonds issued by the Treasury. As a result of
the portfolio purchases, the Central Bank of Uruguay holds a substantial
nonperforming portfolio, for which it has to service interest on external
debts which is part of the Central Bank losses totalling about 2.7 percent
of GDP in 1987.

1.71 Central Government finances improved in 1985-87. The 1984 current
account deficit of 3.5 percent of GDP turned into a 0.5 percent surplus in
1987. This resulted from a two percentage points of GDP increase in cur-
rent revenues between 1984 and 1987, and a similar drop of current expendi-
tures. In spite of a 0.3 percent of GDP increase in investments, the over-
all deficit declined from 5 percent of GDP to about 1.3 percent (see
Table 10).

Table 10: UUGUAY: CENTRAL GOVERNMENT FINANCES
(in percentages of GDP)

1970 1960 1982 1984 1996 1988 1987

Current Revenues 18.8 16.2 16.2 18.8 14.5 15.2 15.7

Current Expenditures 13.7 14.2 21.4 17.8 16.8 15.1 16.2

of which: Wages (9.6) (6.2) (7.4) (6.0) (6.2) (5.3) (6.2)

BPS Deficit (0.1) (1.4) (5.8) (8.2) (2.8) (2.3) (2.8)

Interest Payments (0.7) (0.4) (0.9) (1.8) (2.0) (1.7) (1.6)

Current Savings (+) 0.1 2.0 -6.2 -3.5 -1.3 0.1 0.5

Capital Expenditures 1.3 1.9La 2.1/a 1.5 1.6 1.5 1.8

Overall Deficit (-) -1.4 0.1 -8.7 -5.0 -2.8 -1.4 -1.3

Financing

Foreign Loans -0.1 -0.1 0.8 0.9 -0.2 0.8 0.1

Dollar Bonds and Bills - - - 0.6 3.0 2.1 1.9

Domestic 1.6 - 8.4 8.6 0.0 -1.5 -0.7

Source: Control Bank.
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1.72 Central Government total expenditures reached 17 percent of GDP in
1987. The broad expenditure categories and their share of total expendi-
tures are: wages and contribvtions to social security funds, 40.1 percent;
social security transfers to cover deficit, 17.6 percent; purchases of
goods and services, 15.9 percent; interest payments, 8.8 percent; transfers
to public agencies, 7 percent; and capital expenditures, 10.6 percent.

1.73 The main expenditure sources of the fiscal deficit in recent years
were identified as: (i) the transfers to the Social Security Bank (BPS),
the armed forces and police retirement funds; (ii) the increase in the
number of budgeted jobs; and (iii) the steep rise of interest payments.
Currently, measures have been taken to reduce the impact of (i) and (ii) on
the deficit. With respect to (iii), the evolution of LIBOR rates and
spreads plays a dominant role in determining the outcome.

1.74 Transfers to BPS originated in the 1979 reforms, which reduced
payroll contributions in favor of fiscal transfers out of value-added tax
revenues in order to change the relative prices of capital and labor. This
reform created a fiscal gap of 5.8 percent of GDP in 1982 and contributed
to undermine the preannounced exchange rate schedule (tablita), forcing a
sharp devaluation in November 1982. The deficit has been gradually reduced
to about 2.4 percent of GDP in 1987 and is expected to decline further.

1.75 The fiscal transfer to BPS covers the deficits of several pro-
grams, which were affected by the 1979 reform of the payroll contributions.
The Retirement, Survivors and Disability Program (IVS) showed a deficit of
about 1.2 percent of GDP in 1986, which is expected to be reduced further
with the introduction of new taxes earmarked for social security financing
in late 1987, accounting for about 0.4 percent of GDP. The family allow-
ance and the unemployment programs are not covered by specific taxes and
generate most of the remainder of the deficit of BPS (1.1 percent of GDP in
1986).

1.76 Employment in the Central Government has declined during 1985-87
as the Central Government has maintained vacant about 15 percent of the
posts 5/ and, thus, has been a significant factor in reducing the deficit.
Real wages in the public sector, on the other hand, improved by 20 percent
while inflation dropped from 83 to 57 percent. As a result, Government
wages have remained at about 5 to 5.5 percent of GDP, a level achieved
after a long-term decline from the 9.6 and 7.4 percent of GDP reached in
1970 and 1982. The 1982 percentage reflected a recovery from earlier
levels on account of the macroeconomic policies followed between 1979 and
1982, which expanded employment and led to an increase in real wages.

1.77 Interest payments increased with the higher external and internal
debts of the Central Government. Interest payments on the Central Govern-
ment debt rose from 0.4 percent of GDP in 1980 to 1.7 percent in 1986 (this
ratio includes only a fraction of the external debt; the rest is owed by
public enterprises and the Central Bank). The recent evolution of LIBOR

5/ Contaduria General de la Nacion, Estadisticas del Sector Publico, July
1987.
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rates and spreads have been favorable; as interest rates dropped, the ratio
declined to 1.5 percent of GDP in 1987; however, the long-term level of
interest rates is subject to fluctuations beyond Uruguay's control, which
may increase or reduce the fiscal deficit.

1.78 Revenue performance has also contributed to the improved fiscal
situation. The Government adopted several tax measures to rationalize the
tax burden, mobilize additional revenues and improve the tax administra-
tion. Tax reform actions taken include:

(a) tax increases, expansion of the VAT base to include
agricultural sales, as well as purchases of firms cur-
rently exempt; reintroduction of the sales tax in agri-
culture and livestock sales as an advance on the tax on
net agricultural income; and reforms of the social
security contribution in the agricultural sector,
together with a 1 percent increase of the VAT rate to
21 percent and a 20 percent surcharge on new vehicles,
both tax revenues earmarked for the social security
system. Measures are also underway to improve tax
collections by automatizing the processing of tax
declarations, and improving supervision and auditing;
simplifying tax declarations; and creating the single
account for each individual or corporation taxpayer; and

(b) tax decreases, reductions of import tariff rates, low-
ering the export tax on meat and wool exports and reduc-
tion of the patrimony tax rates.

1.79 Public enterprises have followed mostly realistic pricing poli-
cies, although some lags in raising tariffs in line with inflation took
place during 1979-81 and 1984 (see Table 11). Consolidated current savings
have been positive, although low for most of the last 15 years. However,
the experience is mixed; some enterprises have losses (railways, airline,
port authority, and water company), while others (petroleum and tele-
communications companies) make profits and significant tax payments. The
Government is taking action to restructure money-losing enterprises and
discontinue uneconomical services (see Chapter II).
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Table 11: URUGUAY: INDICES OF NOMINAL AND REAL PUBLIC UTILITY PRICES, 1978-196
(1978 = 100)

Electricity Water Gasoline Railway Freight Telecommunications
Household Industrial

Year Nominal Real Nominal Real Nominal Real Nominal Real Nominal Real Nominal Real

1978 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1979 165.5 93.2 156.9 86.4 155.9 86.4 168.1 100.0 162.6 84.6 148.3 86.9

1980 260.0 91.7 251.8 98.6 261.8 98.5 318.7 116.8 271.8 108.8 282.9 96.4

1981 288.8 79.0 290.8 95.1 290.8 92.1 401.8 109.8 881.6 120.9 316.9 86.7

1982 350.8 80.6 358.2 99.1 353.2 99.1 464.7 100.8 439.7 123.4 521.8 119.8

1983 612.9 94.4 613.8 99.3 813.8 99.3 835.3 128.7 518.7 83.9 906.0 189.6

1984 998.6 98.9 992.6 90.5 992.6 90.5 1,332.4 132.2 663.2 60.6 1,436.1 145.3

1985 1,716.4 98.9 1,e 8.9 88.8 1,873.9 88.8 2,629.0 151.4 1,146.1 66.0 2,141.8 123.3

1986 2,930.0 96.4 3,269.0 106.1 3,680.4 110.6 8,831.1 124.7 2,578.5 79.6 3,622.9 148.7

1987 4,706.7 97.6 5,191.0 107.4 5,712.1 112.1 5,591.4 115.6 4,207.2 82.6 6,849.9 143.5

Source: Central Bank Bulletin.

H. Balance Of Payments

1.80 The balance of payments continued to improve in 1986-87. The
current account deficit, which had been steadily reduced from 9 percent of
GDP in 1982 to 2 percent in 1935, turned transitorily positive in 1986 on
accouut of Lhe bishLp Lise of eipoiL and the lag in iiports. It became
negative again (1.4 percent of GDP) in 1987, when import demand gathered
momentum on account of the economic recovery (see Table 12). The improve-
ment in the current account was reinforced by private capital inflows,
partly accounting for repatriation of earlier outflows. In addition, the
renegotiation of the external debt with commercial banks postponed amor-
tization payments through 1989, easing the debt-service pressure in the
capital account.

Table 12: URUGUAY: BALANCE OF PAYMENTS INDICATORS
(in US$ millions)

1980 1982 1985 1986 1987

Exports of Goods (F.O.B.) 1,059 1,023 854 1,088 1,189
Imports of Goods (F.O.B.) 1,651 1,038 675 815 1,058

Trade Balance (F.O.B.) -592 -15 179 273 131

Nonfactor Services (Net) -127 -289 53 51 3
Factor Services Receipts 68 147 77 93 103
Interest and Dividend Payments -168 -344 -428 -368 -384
Transfer 9 10 11 25 22

Current Account Balance -692 -491 -108 74 -125

Termo of Trade (1980 = 100) 100 96 87 90 111

Source: Central Bank.
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1.81 Several factors explain the improvement in the current account:

(a) macroeconomic policies have tightened demand man-
agement, improved fiscal performance, and main-
tained exchange and trade policies favorable to the
expansion of exports;

(b) exports benefitted also from favorable external
developments. Export prices of some commodities
(e.g., wool, beef, rice) improved; Brazil increased
sharply its imports from Uruguay and, to a smaller
extent, also Argentina; and the EEC and mainland
China imported large quantities of wool;

(c) lower international interest rates and much higher
export levels combined to reduce the debt-service
burden, reversing the trend that lasted up to 1985,
when interest payments absorbed an increasing pro-
portion of export earnings; and

(d) nonoil import demand continued to be sluggish in
1986, lagging behind GDP growth; in addition. low
oil prices contributed to lower the dollar value of
imports. However, with the economic recovery con-
tinuing in 1987, imports grew at 30 percent. Con-
Suti &OU6 'L&e:fe1&u afid, Ilu ya~iLu1&j:.

capital goods imports showed substantial increases.

External Debt

1.82 Uruguay's public and publicly guaranteed, external medium- and
long-term debt, outstanding and disbursed, and repayable in foreign currency
was US$3 billion at the end of 1987 (US$3.6 billion including undisbursed),6/
a US$0.5 billion increase since the end of 1984. In 1979, the debt was only
US$0.9 billion. About US$2.2 billion is owed to foreign commercial banks.
These borrowings financed large current account deficits (totalling about
US$2 billion for 1979-82) which originated in: (i) sharply rising imports
of goods and services, associated with excessive private expenditures as
imports tariffs were reduced and the peso appreciated in real terms--import
prices were temporarily low; and (ii) decreased competitiveness of exports
of goods and services with the peso overvaluation. When confidence in the
peso eroded, external borrowings were used to shore up the peso rate.
Commercial bank borrowings in 1981-83 totalled US$0.9 billion, including
fresh money, provided by the banks for the portfolio purchases referred to
earlier.

1.83 As debt service climbed, Uruguay and the commercial banks agreed to
reschedule principal obligations due in 1983 and 1984 for a total of
US$575 million. A further rescheduling of commercial banks' amortization

6/ The medium- and long-term public external debt is US$3.4 billion
including IMF credit outstanding.
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for 1985-69 was negotiated with creditor banks at LIBOR plus 1-3/8 with the
new amortizations due during 1988-96, at progressively higher percentages of
the debt. However, on account of Uruguay's good economic performance, the
banks and the Government renegotiated a new package which covers
amortizations due in 1990 and 1991, and extends the amortization period to
17 years (including 4 years of grace) at LIBOR plus 7/8. Full repayment
will take place during 1991-2004: about 13 percent in 1991-94; 31 percent

in 1995-99; and 56 percent in 2000-2004.
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II. KEY ECONOMIC POLICY ISSUES

2.1 This chapter concentrates on the links between the main trends of
the Uruguayan economy in recent years and the implementation of the Govern-
ment's medium-term program of economic recovery and growth. This program
continued previous efforts to increase the openness of the economy and make
it more market oriented.

2.2 Major structural reforms have been introduced since 1973 in fiscal
monetary, exchange rate, import tariffs, and domestic pricing policies.
The Government freed all foreign exchange transactions; allowed the
exchange to float freely, except for minor interventions from Banco
Republica to avoid sharp fluctuations; achieved real, slightly positive
interest rates; eliminated almost totally price controls; moved away from
the inward-oriented, highly protective trade regime with an anti-export
bias to an export-oriented policy by reducing the number of import-tariff
rates and the maximum rate dramatically together with the virtual elimina-
tion of taxes on exports. The medium-term program of the Sanguinetti
Administration continued these efforts. The program includes a framework
of policies and incentives aimed at expanding exports, restoring private
sector confidence, maintaining fiscal and monetary discipline, and reducing
inflation. The analysis that follows of recent policy develop :nts is
framed within this general context of a sustained, long-term effort at
reshaping the country's strategy for economic and social development.

A. Trade Policy Issues

Import Tariffs

2.3 The reduction of protection has been a major objective of Govern-
ment policy. In 1975, import quotas were eliminated; tariffs, surcharges,
and special taxes were consolidated into a single overall rate for each
item of the tariff schedule;.and maximum rates and the range of rates
(together with tariff dispersion) were dramatically reduced. By 1979, the
tariff schedule consisted of over 30 rates ranging from 0 to 116 percent of
the CIF value (already a significant reduction from the maximum 1974 rate
of 346 percent). Further reductions took place to a five-rate schedule in
1983: raw materials, 10 percent; intermediates, 20, 35, 45 and 55 percent;
and final consumer goods, 55 percent. These rates included charges for
consular fees (4 percent) and port charges (1 percent). Excluding them,
the maximum rate is 40 percent (see Table 13).

2.4 Under the Government's tariff reduction program, a study reviewed
progress achieved and developed further steps. The study confirmed the
significant progress achieved in reducing the level and dispersion of
effective protection and provided the analytical base for further cuts in
the tariff in a concertina approach7/ (high tariffs are squeezed down to a
lower level, then both are squeezed down, and so on). As a result, the
Government reduced the higher rates (including 5 percentage points for
consular fees and port charges) to 30, 40 and 45 percent in August 1987.

7/ Corden, W.M., Trade Policy and Economic Welfare, pp. 369-70, 1974.
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The five-rate schedule in effect now is 10, 20, 30, 40 and 45 percent. The
principles behind the classification are raw materials and capital goods
not produced in economically efficient conditions in Uruguay, 10 percent;
imports and final consumption goods with low manufacturing value added,
20 percent, 30 percent and 40 percent; and final consumer goods,
45 percent. Thus, in fact, maximum rates have been reduced by ten
percentage points with respect to the 1983 schedule.8/ The importance of
this reduction must be highlighted. As tariff rates come down, every
additional percentage reduction becomes more significant in effectively
reducing the utilized rate of protection.

Table 13: URUGUAY: MAXIMUM IMPORT TARIFF RATES
(in percentages)

1974 1979 1983 1985 1986 1987

Surcharges 300 90 35 40/a 30 25
Import Tariffs or IMADUNI 18 20 15 15 15 15

Subtotal 318 110 50 55 45 40

Port Chargs 18 2 1 1 1 1
Consular Fees 10 4 4 4 4 4

TOTAL 346 116 55 60 50 45

/a Five percent temporary additional charge introduced in 1985 to
strengthen public finances as part of the IMF stabilization program.

2.5 Estimates of nominal tariff protection, or nominal implicit tariff
protection (ad valorem equivalent of all protective measures--import
tariffs, reference prices, and indirect taxes), show a significant downward
trend even before the reduction of 10 percentage points in 1986, and the
reduction of 5 percentage points in 1987 of the maximum import tariff rate.
Water in the tariff (superfluous protection) has basically disappeared and,
in some cases, the tariff role in restricting competition from abroad is no
longer operative (see Table 14).

8/ Excluding the five percentage points surcharge introduced in 1985 to
balance the fiscal accounts in the context of the stabilization
program. This surcharge was eliminated in 1986.
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Table 14: URUGUAY: AVERAGE IMPORT PROTECTION (DOMESTIC MARKET)
(in percentages)

1978 1981 1985 1986/a 1987/b

Nominal Formal Protection/c 128 56 50 49 39
Nominal tariff protection/d 101 47 38 40 29
Water le 35 6 10 3

/a As of March 1986.
/b As of August 1986; excludes the August 1987 reduction.
/c Ad valorem equivalent of all elements (tariffs, indirect taxes,

exchange rate, etc.) that could be interpreted as providing protection
against imports.

/d Nominal protection computed on the basis of the global tariff.
/e Defined in terms of a comparison between international ex-customs and

domestic prices.

Source: CINVE.

2.6 With the tariff reduction, domes.ic production of some items
stopped and the producer became an importer. This is partially explained
by oligopolistic or other market and service structures that permit firms
to stop producing domestically and commercialize the imported products at
prices above those ex-customs (privatization of the tariff) and/or maintain
the old domestic prices for those produced internally (e.g., agricultural
inputs, electrical appliances, iron, steel, and other metallic products).

Export Taxes

2.7 Export taxes on traditional exports (beef and wool) were elimi-
nated in the mid-1970s, as part of the reform program, but reintroduced in
1983 at a 15 percent rate under the stabilization program agreed with the
IMF. The export tax on beef and wool was reduced to 5 percent in late
1984. Afterwards, the tax on deboned meat was eliminated. Currently, only
a 5 percent tax on greasy wool and boned meat remains in effect. This
evolution represents a significant policy change from earlier periods when
taxation of traditional exports was an important source of revenue but
hindered development of the livestock sector.

2.8 The virtual elimination of export taxes, combined with vAlue-added
tax exemptions (within the GATT Code on Subsidies and Countervailing
Duties), has improved the competitive position of Uruguayan exports. In
addition, to promote export-oriented activities, imports of machinery and
equipment for manufacturing enterprises are exempted from paying the import
tariff and the value-added tax from mid-1986 to December 1988. The
increases in the capital stock are also exempted from the patrimony tax
(for three years, if the facility is located in Montevideo; and five years,
if located in other parts of the country). This is a significant new
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incentive; a 1979 tax reform had eliminated the income tax subsidy and most
of the exonerations of the Industrial Promotion Law. The 1986 exemptions
seem connected to the recent increase in the importation of capital goods,
which is revitalizing manufacturing activities.

2.9 Export rebates (reintegros) and other export subsidies were used
widely to promote exports during the mid-1970s. However, these had to be
reduced in 1979 after the US Government proved damages and imposed counter-
vailing duties on imports of leather goods from Uruguay. Uruguay accepted
the GATT Code on Subsidies and Countervailing Duties in 1979, followed by
the establishment in 1981 of a drawback system for indirect taxes affecting
production, which is permitted under the GATT rules. With the overvalua-
tion of the eso, however, the reintegros were reintroduced temporarily in
1982 with a 10 percent subsidy to all exports, including traditional pro-
ducts. The system of export tax rebates was finally discontinued in 1983,
and exporters were only refunded for indirect taxes paid during the produc-
tion process. This policy is not expected to experience changes.

Exchange Rate

2.10 Since 1982, the exchange rate policy has aimed at maintaining the
competitiveness of exports and improving the debt-servicing capacity of the
Country (see Table 15 and Chart 1). Official interventions in the foreign
exchange market have been mostly to smooth fluctuations. The trade, weigh-
ted real exchange rate at the end of 1987, remained roughly below the 1982
post-devaluation level when a real effective depreciation of about 50 per-
cent took place.

Table 15: URUGUAY: REAL EFFECTIVE EXCHANGE RATE

1982 1983 1984 1985 1986 1987

3rd Quarter 4th Quarter 4th Quarter

All Countries 107 88 61 61 55 58 53

Argentina 155 96 48 46 51 55 56

Brazil 106 94 80 67 74 112 67

Source: IMF.

2.11 Competitiveness, however, is complicated by the particular situa-
tion of individual export markets. The Uruguayan pesos rate of devaluation
vis-a-vis the dollar lagged with respect to the cost-of-living index in
1986, but not in 1987; and thus, the competitiveness of Uruguayan goods has

improved notably in countries whose currencies have appreciated vis-a-vis
the dollar. With respect to the US dollar, the maintenance of a rate of

devaluation roughly compatible with that of the dollar kept Uruguay's
exports competitive; the problem in the US market, however, is that
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Uruguay's products face quotas (e.g., textiles) or other restrictions.
Without these restrictions, exports to the US market would expand more
rapidly. The competitiveness issue, however, concerns the markets of
Brazil and Argentina.

2.12 Real exchange rate computations show a decline of competitiveness
with Argentina in 1987 in both official and parallel rates (4 percent and
13 percent, respectively), and improvements in both rates (official rate,
9 percent; parallel rate, 55 percent) with respect to Brazil. For Brazil,
the first rate is representative of trade transactions, and the second of
service transactions.

2.13 The evolution of exchange rates, vis-a-vis Argentina and Brazil,
combined with the domestic situation of these countries and the speed with
which import documents are processed in the Protocol for Trade Expansion
(PEC) framework with Brazil, are reflccted in the trade statistics. Latin
America and Africa are the areas where Uruguay's trade balance showed sig-
nificant negative results in 1987, particularly that with Brazil (see
Table 16).

Table 16: URUGUAY: TRADE BALANCE BY REGIONS
(in US$ millions)

Exports (FOB) Imports (CIF) Trade Balance
1Q86 1987 1Q86 1987 1986 1987

Argentina 88.7 113.2 123.8 155.1 -35.1 -41.9
Brazil 295.6 204.1 212.1 276.3 83.4 -72.2
Other L.A. and
Canada 50.5 58.5 112.7 139.3 -62.2 -80.8

USA 129.5 175.7 73.5 88.3 56.0 87.4
EEC 281.4 334.1 172.7 238.1 108.7 96.0
East Europe 49.0 68.8 15.5 11.5 33.5 57.3
Far East 116.1 103.8 50.9 71.0 65.2 32.8
Middle East 31.0 60.0 46.1 45.9 -15.1 14.1
Africa 16.0 19.1 23.5 61.5 -7.5 -42.4

Other 30.0 51.8 39.1 42.9 -9.1 8.9

TOTAL 1,087.8 1,189.1 870.0 1,129.9 217.8 59.2

Source: Central Bank of Uruguay.

Temporary Admittance, Drawback, and Free Zones

2.14 An October 1987 decree reviewed the regulations established by

Decree 264/979 and related decrees and resolutions for the introduction of
duty free goods in Uruguay under the obligation of reexporting them. The
system operates automatically with a declaration to the Uruguay Technology
Laboratory (LATU) and the Banco Republica (BROU). The "taking from inven-
tory" method, which involves exporting by drawing from inventories and
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importing to replenish free of tariffs, is used. The benefits are: full
tariff exemptions; concessional rates for port services; no limits, quotas
or other restrictions (same as for all imports); and an 18-month period for
reexporting. Temporary admittance of materials to be reexported without
significant change is also perniitted, provided the transaction brings a net
foreign exchange inflow to Uruguay.

2.15 Drawback operations are also permitted. The importer pays the
tariff, but receives a rebate after reexporting the imported goods with or
without processing. The tariff rebate requires case-by-case decision by
the Ministry of Industry and the corresponding controls. It is not widely
used.

2.16 Uruguay has two free zones in operation at Nueva Palmira and
Colonia for storage, assembling or mixing raw materials and intermediates,
and operating manufacturing plants. Imports are tax free, including
machinery and equipment for the manufacturing plants. Employment of
Uruguayans should reach 75 percent or more to be completely tax exempt.
The Government is giving high priority to the further development of free
zones. To this effect, Parliament approved new legislation and the Govern-
ment issued the corresponding regulations to expedite their operations and
improve competitiveness.

Restrictions in Uruguay's Export Markets

2.17 In opite of the significant reductions of Uruguay's import protec-
tion structures, its exports continue to confront serious restrictions in
developed countries, as well as competition in other markets from sub-
sidized expors from these countries. The EEC Common Agricultural Policy
(CAP) has led to increasing self-sufficiency and large svrpluses, which are
exported below cost or stockpiled. Particularly important for Uruguay are
meat and dairy products. EEC's beef production is protected by variable
import levies and a system of quotas (e.g., Uruguay's 1985 quotas were
50,000 tons for beef and veal for processing and 29,800 tons for "Hilton"
beef). EEC's production of dairy products exceeded domestic demand and
stocks increased in the 1980s; international prices dropped accordingly.
Although steps have been taken to curtail the supply (milk quotas,
guarantee threshold, reduction of marginal returns to individual producers
exceeding quotas), stocks of butter and other products are large. The US
price support mechanism for dairy products operates through the Commodity
Credit Corporation (CCC) which purchases butter, nonfat dry milk, and
cheese. The US prices are higher than international prices, and quotas are
in place for milk products and cheese. The CCC exports are at market
prices but below its acquisition prices.

2.18 Uruguay's textile exports could expand significantly, but they are
slowed down by the Multi-Fiber Agreement (MFA) which regulates trade in
textiles and clothing. Under the concept of "market disruption" and con-
trolling "low wages" imports, the provisions of the MFA have been applied
mostly against developing countries. Under the MFA, Uruguay entered into

bilateral agreements with the US and the EEC to limit its textile and
clothing exports to these markets.
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B. Financial Sector Policies

2.19 The Government enacted in late 1985 a refinancing law, which pro-
vides the mechanism for rescheduling existing debts, as well as for bank-
ruptcy and liquidation proceedings in case of nonpayment. A data bank was
set up in Banco Republica to consolidate all debt data with all banks for
each firm or individual applying for refinancing. The data bank completed
the classification of the debtors (see Table 17) and determined those that
were eligible for refinancing. Commercial banks then had to proceed with
the refinancing agreement, which entered into effect if the debtor accepted
it. However, if the debtor disagreed or is delinquent in servicing the
refinanced debt for more than six months, the debtor is subject to judicial
procedures to liquidate his/her assets. The refinancing law lifted the
temporary moratorium imposed on judicial sales, which resumed in early
1986.

2.20 The Government's policy is to ensure that debtors settle their
obligations or face bankruptcy proceedings 4.n court with no further bail-
outs to solve the overindebtedness problem. The banking community is co-
operating with the Government. The law has resulted in several positive
developments: (i) an improvement in debt collections, since even viable
firms with capacity to pay their debts did not pay while waiting for a
final resolution of the debt issue (and a possible public bail-out); (ii) a
public bail-out has been ruled out, losses are being apportioned between
debtorq and rrpditnr hankQ, and bankruptcy procedures resumed;
(iii) commercial banks have taken steps of their own, such as special
arrangements with debtors outside the refinancing scheme, which involve
debt repayment in full after a partial write-off of the original obligation
or longer repayment periods; and (iv) the banking system's health has
improved as foreign banks brought new funds to cover losses arising out of
poor loans, and the remaining domestic banks in critical situation were
rescued by new injections of capital from Banco Republica (the state bank)
with the purpose of restoring them to the private sector in the future.

2.21 The Government's determination to implement the 1985 refinancing
law was tested in 1987. The President vetoed a law approved by Parliament,
which modified the Refinancing Law (No. 15,786). The purpose was to ease
the debt burden of small debtors. Since Law 15,786 was approved, with the
understanding that no further refinancings would be enacted in order to
restore creditability to credit operations, the Executive vetoed
Articles 1 to 9. Only Article 10, which establishes that a minority of the
creditors (less than 25 percent) cannot block the conclusion of a
refinancing agreement in accordance with the original refinancing law,
remains.

Banking System

2.22 The aim of the Government is to strengthen the banking system and

restore the necessary safeguards to normal credit operations to avoid a

repetition of previously easy lending practices. For this purpose, the
Central Bank strengthened its regulatory and supervision procedures for
evaluating credit applications, determining reserves for potential opera-
tional losses, and rating of uncollectable loans. The new accounting pro-
cedures include standardized balance sheets, guidelines for classifying



Table 17: URUAY: DEBTORS APPLYING FOR REFINANCING a

Ratio to

Commerce Tota I

Agriculture Manufacturing and Servi.es Total Portfolio

No. Amount No. Amount No. Amount No. Amount

(million (million (million (million

pesos) pesos) pes's) pesos)

Viable 2,741 3,526 670 11,319 1,589 7,688 5,000 22,538

Nonviable 892 8,805 237 9,484 153 3,502 1,282 21,791

Solvent 386 240 140 953 389 696 915 1,889

Unclassified 614 271 - - - - 514 271

TOTAL 4533 12,843 1.047 21.758 2.131 1588 7.711 48.484

Banco Republica (11,134) 4.0

Commercial banks (35,350) 13.0

/a As of January 1988.

Source: Central Bank and Banco Republica.
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credits in arrears to be followed by the commercial banks, and special
solvency and liquidity checks. Banking inspections have been stepped up.
With these improvements, the regulatory system is adequate.

2.23 The current situation contrasts sharply with that of the early
1980s, when financial liberalization created conditions for a substantial
expansion of the banking system. A large inflow of nonresident deposits,
and the virtual dismantling of Central Bank's regulations and supervision,
led to a large credit expansion to finance purchases of overpriced assets
and without due consideration to the repayment capacity of borrowers.

Dollar-denominated debts were encouraged by exchange and interest rate
policies. The combination of high real positive peso interest rates, the
high leverage of firms and the corresponding overindebtedness in dollars,
and the sharp devaluation in November 1982 placed firms and individuals in
a financial bind; many could not repay their debts, and their collateral
was worth less than the credits owed to the banks. This developed into a
stalemate, since the banks did not collect from the collateral to avoid
reflecting the losses and the poor quality of the portfolio in their
balance sheets, as well as avoid the need for new capital to cover the
losses. Instead, they charged higher interest rates to borrowers, who 1 ce
unable to repay their loans, which accrued into the debt amount. The
spread between peso deposit and lending rates rose in recent years
(Chart 2). In other cases, bankruptcy procedures were initiated; this is a
lengthy process. The Government was confronted with a situation, where a
significant part of the private sector had lost their net worth and was
basically close to bankruptcy.9/ The Central Bank first provided a
refinancing program in 1981 with preferential treatment to participating
banks, and subsequently absorbed a substantial proportion of the losses by
purchasing a portion of the banks' portfolios in arrears in 1982-83. The
Government also declared a moratorium on debt collection through the courts
in 1983, which was extended until early 1986. Debtors and creditors
expected a further bail-out when the new Government took office in March
1985. However, the new refinancing law established rules to apportion the
losses between debtors and banks and has proceeded forward in a
satisfactory manner, given the complexity of the problems and the
implications of massive bankruptcies for the economy.

2.24 The Central Bank and Banco Republica have also strengthened the
mechanisms for dealing with bank failures and avoiding financial panic.
Interventions took place in the cases of Banco de Italia (Montevideo
Branch) and Banco Pan de Azucar in 1985, and Banco Commercial and Banco
Caja Obrera in 1987, but at a cost. Banco Republica had to step in with
injections of new capital and is now trying to revitalize these
institutions for future privatization. This may take some time, since
significant capital losses will have to be provided for and operating costs
reduced before finding a buyer.

Capital Market Development

2.25 The Government sent to Parliament the draft legislation for

investment banks and leasing operations, which are now in the Finance Com-

mittee of the Senate. It also sent to Parliament draft securities, corp-
oration and bankruptcy laws. The new legislation will strengthen minority

9/ World Bank Report No. 6054-UR, Country Economic Memorandum on Uruguay,
August 12, 1986, covers this issue in detail (pp. 28-17).
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rights to broaden the ownership of private corporations, provide a better
mechanism for transfers of companies, as well as reasonable guarantees to
new partners and shareholders, and expedite bankruptcy procedures.

C. Public Sector Management Policies

2.26 The Government's policy package for improving the management of

the public sector covers the most important areas of public policy. The

approach is to address the main sources of imbalances in public finances by

bringing public expenditures into a closer balance with revenues and to

significantly strengthen public administration by improving both the
Central Administration and the cost-effectiveness of public enterprises,
including a restructuring of a few money-losing public enterprises.

2.27 Public Finances. To bring expenditures into a closer balance with
revenues, the Government is involved in strengthening social security
finances, improving revenues through tax reforms and administration
improvements, raising periodically tariffs/prices of public enterprises,
and reducing exp3nditures of money-losing public enterprises. The aim is

to maintain the overall deficit of the nonfinancial public sector at a low

or even slightly positive level by generating a current surplus of 3 to
4 percent of GDP i- the coming years.

2.28 Actions have been taken in the old-age and survivors program to

improve social security finances and reduce the combined deficit of all BPS
programs (old-age and survivors, health, unemployment, and family allow-
ances) to no more than 2 percent of GDP by 1990 and to make the IVS program

self-financing by the year 2000. Currently, the Social Security Bank has a

deficit of about 2.4 percent of GDP, of which the IVS program represents

about one half. Further actions to reduce the BPS deficit significantly
below 2 percent would entail improvements in the IVS and other programs,
particularly those that have no specific funding (family allowances and
unemployment).

2.29 The principal areas identified for reform of the old-age,
survivors and disability program of BPS are: increasing retirement ages to
65 for men and 60 for women, making benefits for all beneficiaries more
uniform, thereby reducing their dispersion; eliminating the pension rights
of working-age dependents; using means tests to cap benefits at a certain

pension level; and reducing the wage-replacement ratio, or increasing the

number of years used to calculate pre-retirement earnings (e.g., 10 to

15 years).

2.30 The legislation approved in late 1987 contains the following
changes in benefits:

(a) modifying privileged regimes for high Government

officers, politicians, high court judges, etc., who were
eligible for early retirement without meaningful length

of service or age requirements. The new law requires a

combined value of 80 for age and length of service, and

a three-year stay on the job to be eligible for retire-

ment benefits;
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(b) establishing that annual cost-of-livJng increases will
be determined with the average-wage index increase in
the previous year. Partial adjustments during the year
will be granted after any increase in Central Government
wages and will be computed with a complicated formula
using the cost-of-living index, taking into account
fiscal availabilities. The full adjustment with the
wage index takes place at the end of March;

(c) capping total benefits to be received by a retiree from
all retirement funds at 15 minimum wages. With this
step, about 15,000 retirees will not receive a cost-of-
living increase in 1987, effectively capping their
benefits;

(d) establishing a minimum retirement pension equivalent to
one minimum net wage, effective in 1990, for retirees
with the normal retirement age (60 for men, 55 for
women); and

(e) making compatible an old-age pension with a single pen-
sion under other retirement funds.

2.31 The Government also took actions to reduce the short-run deficit
of the old-age and survivors program. The system of rural contributions is
now based on the Land Productivity index (cONEAT) in an effort to tighten
collections and eliminate a bias against hiring labor. The tax increases
referred to in para. 1.70 are also part of this effort to strengthen BPS
finances. They reduced the short-term deficit, but also improved the long-
term financial viability of the system.

2.32 Administrative reforms are also underway to better control
benefits and the rights of beneficiaries (identification number and
individual accounts, cross-checking of all benefits to retirees and also
beneficiaries of other programs, computerization of records, etc.). In
addition, administrative actions are underway to reduce evasion, monitor
social security contributions by firms and individual workers, introduce
new reporting requirements for small firms, and stiffer penalties for non-
payment of contributions, and more effective policing of late payments by
public enterprises. Some of these actions are already being implemented;
as a result, tax collections are up with the number of firms and workers
contributing to BPS increasing by 38 and 16 percent, respectively,10/
during 1985-87.

2.33 Public Administration. The public sector's size, the share of
resources that it utilizes and their efficient administration constitute an
important policy area. The Government is working on restructuring three
public enterprises (railways, water supply company, and port authority) to
improve efficiency and reduce budget transfers, and is rationalizing two

10/ World Bank Report No. 7067-UR, An Inquiry into Social Security: Its
Evolution, Current Problems and Prospects; June 1988, examines social
security in greater detail.
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public enterprises (airline and fishing company). For the railways, the
Government has already taken action. Passenger traffic and uneconomical
freight services have been discontinued effective January 1, 1988. Pro-
grammed staff reductions are 6,000 out of 9,000 workers, of whicn 1,500
have already been placed in special status for reassignment to other areas
of the public sector, or will receive a golden handshake, to smooth out
their transition to a new job. Studies are underway for the port
authority, which will lead to a rationalization of the port of Montevideo
and most likely to the privatization of some services. The water company
program is already underway with annual targets for service levels, annual
investments, tariff levels, productivity increases and administrative
improvements. The draft law to open the door to legally convert the air-
line (PLUNA) to a joint venture with a reputed international airline is in
Parliament. A difficulty in this case is likely to be finding the appro-
priate partner, particularly if landing rights are affected adversely by
the conversion. Another draft law is in Parliament to privatize the Fish-
ing Enterprise (ILPES).

2.34 In conjunction with the efforts aimeC at increasing the efficiency
of public enterprises, rationalizing their operations, and reducing their
budget subsidies, the Government is following a tariff/price policy ade-
quate to ensure that the enterprises cover operating expenses, debt service
and, at least, the domestic cost share of their investments. A final
objective is that these enterprises generate adequate revenues to its
shareholder--the Government. Tariff increases at four-month intervals are
taking place (see Table 9). However, a number of inefficiencies still
persist that are passed along to the consumers. The above-noted specific
programs to enhance efficiency and improve management in several public
enterprises are an important step. Further actions are required in these
and other agencies (e.g., UTE) to improve operating efficiency, cost
accounting, and project formulation and evaluation.

2.35 Public employment has shown different trends in the past (see
Table 18). It declined during 1976-80 and 1985-87, but it expanded during
1981-84. Although this seems a countercyclical behavior, the analysis
indicates otherwise. Employment was not only reduced up to 1980 (about
4,000 posts) as part of the restructuring of the economy but also because
of political events. However, public employment increased by 6,000 in
1981; 4,700 in 1983; and 1,800 in 1984. These increases took place mostly
in the Central Government (in 1981, for the Ministry of Defense; in
1983-84, for the Ministries of Health and Education). With the return to
democratic rule, Central Government's employment was reduced by about 7,000
posts in spite of the restitution of political exiles to their old jobs.
These gains were partially nullified by increases in public enterprises
(3,000) and public financial institutions (1,100).



- 42 -

Table 18: URUGUAY: PUBLIC SECTOR EMPLOYMENT
(in thousands, end-July 1987)

Centrai Public Public
Total Government Enterprises Financial Institutions

1976 201.8 144.8 49.3 7.7
1980 197.8 143.8 45.4 8.6
1981 203.9 149.1 46.4 8.4
1982 203.0 148.8 45.9 8.4
1983 208.7 153.4 45.7 9.6
1984 210.5 154.8 46.6 9.1
1985 206.3 148.9 47.8 9.9
1986 206.8 147.1 49.5 10.2

Source: Contaduria General de la Nacion, Estadisticas del Sector Publico.

2.36 The distribution of jobs (excluding unfilled vacancies) in the
Central Administration is heavily concentrated in the armed forces and the

police (41 percent), education (34 percent) and health (9 percent).
Professionals and technicians (including B-class technicians) are only
4.4 percent of the total (see Table 19). Only 3,600 Central Government
employees and 995 professionals and technicians earn more than five minimum
wages (2.5 percent and 0.6 percent of total Central Government employees).

Table 19: URUGUAY: CENTRAL GOVERNMENT WAGES
(end-July 1987)

Total
No. of Percentage Technicians & (3)/(1)

Wages in Pesos Employees Distribution Professionals Percentages

(1) (2) (3) (4)

Less than 19,500/a 1,099 0.8 0 0
19,500-32,500 51,913 35.5 200 0.4

32,500-51,500 68,669 47.0 2,269 3.3

51,500-77,000 15,756 10.8 1,514 9.6

77,000-103,000 5,080 3.5 1,407 27.7
Over 103,000 3,599 2.4 995 27.6

TOTAL 146,116 100.0 6,385 4.4

/a Minimum wage in July 1987 = 19,500 pesos.

Source: Contadoria General de la Nacion, Estadisticas del Sector Publico.
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D. Labor Market Policies

2.37 The current wage policy is to provide guidelines for public and
private sector increases every four months. These guidelines are estab-
lished, on the basis of expected and past inflation, at rates below those
of past inflation. Wage adjustments in the Central Government have been in
accordance with the guidelines, but public enterprises and the private
sector have exceeded them. Private wage adjustments (except for rural and
domestic workers) are decided in wage councils and cover about 380,000
workers. A significant proportion of the agreements extend for a one-year
period, with automatic formulas for inflation adjustments at four-month
intervals. These yearly agreements tend to give greater weight to a
recovering of wages from the past effects of inflation. However, they
represent a positive step: frequent negotiations and work stoppages are
avoided, and they may contribute to a gradual lengthening of the indexation
period.

2.38 Real wages increased about 35 percent between 1985 and 1987, but
the performances of the private and public sectors have been different.
Real private wages increased by 30 percent, while public wages increased by
20 percent. The higher recovery in private real wages is the result of the
above-noted annual contracts in which wages are adjusted for past inflation
plus an additional percentage to recover previous losses in purchasing
power. With decreasing inflation, wage indexation based on past inflation
results in both factors leading to higher real wages. On the other hand,
public wages, as noted in para. 1.51, have been indexed iLn accordance with
guidelines that incorporate elements of future and past inflation. As of
September 1987, the index of real public wages (October-December 1984=100)
was 80 percent of the index of private wages.

2.39 The recovery of real wages in 1985-87 reversed the trend of the

1974-84 period. The performance was uneven during the latter period.
First, a restrictive wage policy was followed as part of the reform package
of the 1970s to improve the economy's competitiveness and growth. The
Government controlled the guidelines of the Commission on Productivity,

Prices and Incomes. The average real privLte wage dropped 15 percent and
the minimum wage 26 percent during 1974-79. Second, economic growth

brought about by the reforms led to increased employment and longer working
hours during 1980-81. Private average real wages rebounded to 1974 levels

before the overvaluation of the peso resulted in a severe recession.

Third, the overvaluation led to the November 1982 devaluation. Real

private average wages dropped 20 percent during 1982-84.

E. Agricultural Policies

2.40 Agricultural policies aim at creating conditions for increasing

exports. The overall policy framework is appropriate for the development

of agricultural production with market forces operating freely in the

allocation of resources. In addition, the Government program provides

specific support for: (i) traditional activities, in which the country has
enjoyed a comparative advantage and the market potential exits; (ii) for

the recently-developed, nontraditional activities in expansion; and
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(iii) for new products with development potential. Furthermore, the agri-
cultural sector is benefiting from a tax policy that concentrates agri-
cultural taxes on capital and income. Export taxes have been eliminated,
except for the 5 percent tax on greasy wool and deboned meat.

2.41 Under free-market conditions, including the market determination
of a competitive exchange rate, the Government has a limited number of
policy options to influence developments in the sector. Specific programs
have two focal points. First, to improve production conditions by means
of: (i) technological advances and modernization of processing installa-
tions to increase export competitiveness; (ii) better land use and soil
conservation, supported with credit, research and technical assistance;
(iii) the strengthened research; (iv) the expansion of disease and pest
control programs in the livestock sector; (v) the development of rural
electrification, access roads, and other infrastructure such as silos; and
(vi) the formation of marketing associations. The second focus of the
Government's medium-term program is on specific support to projects to
develop production in certain areas. Programs are underway in support of
rice, citrus, dairy, fruit and vegetables, by providing access roads and
electrification to facilitate the use of better technology and improve
handling and marketing products. Furthermore, public investments in trunk
highways, ports, and telecommunications facilities, as well as the
restructuring of public enterprises in the transport sector to reduce
costs, are favorable to the development of the agricultural sector.

F. Meatpacking Policies

2.42 Important reforms have taken place in the meatpacking industry.
In the late 1960s, the construction of smaller, technologically modern,
private plants was supported; however, price controls at the producer,
wholesale and retail level, continued in place until 1978, when they were
eliminated. Nevertheless, more remains to be done to place meatpacking in
a solid footing in a free-market framework.

2.43 Meatpacking capacity is twice the number of heads slaughtered each
year with an eight-hour shift. Annual slaughtered volumes have fluctuated
from 312,000 tons to 453,000 tons a year during 1982-86, but with large
monthly fluctuations (98,000 to 113,000 tons in 1983; 63,000 to 146,000
tons in 1986).

2.44 Meatpacking plants are heavily indebted to Banco Republica (BROU),
and a number of them are technically bankrupt. They have been kept in
operation with continuing support from BROU to avoid labor problems and in
the expectation that, once exports recover, increasing processing volumes

will permit repayment. However, rough calculations show that this will be

difficult. The required debt charge per ton, on the average, is 3 percent
of the export price. Since meat plants barely cover operating costs during

price upswings and the debt is not equally distributed among plants, it
appears likely that the debt problems of some plants are not solvable, and

other solutions are needed--most likely bankruptcy proceedings. Continued
support of these plants endangers the financial viability of the remaining
plants. It allows bankrupt firms to operate with borrowed capital.
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2.45 The future of meatpacking in Uruguay depends on foreign markets
with different quality standards. Beef processed for the domestic market
or for Brazil can be produced in simple and inexpensive processing plants
with limited sanitary controls. Beef processed for exporting to the EEC
and other markets with higher standards requires more sophisticated plants
and stricter sanitary controls. Developing new beef export products also
requires further improvements of meatpacking plants. The demand from
foreign markets not only plays a large role in the mix of facilities
required but also on their profitability. When beef is exported in larger
quantities to the more demanding markets, the plants approved for these
markets earn significant profits. The reverse occurs when the other
markets are buying large quantities; the technologically more advanced
plants lose money.

2.46 Markets and product quality are key elements to the future
direction of meatpacking activities. At this stage, it seems necessary to
address a further development of meatpacking policies, with a view to the
potential demand of Uruguay's markets, the possibilities for product devel-
opment and for plant remodeling and modernization in line with the poten-
tial demand.
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III. THE MEDIUM-TERM GOVERNMENT PROGRAM AND COUNTRY PROSPECTS

3.1 This chapter examines the development strategy of the Government
that provides the overall framework for the policies analyzed in
Chapter II. An assessment is provided of growth, public finance, balance
of payments, and creditworthiness prospects, as well as a detailed
discussion of the public investment program.

A. Development Strategy

3.2 The medium-term program for 1987-89 summarizes the main objec-
tives, policies and targets for achieving self-sustained growth and
stabilizing the economy in the next few years. It provides an overall
framework for Government economic and social policies, as well as for
programming and planning the investments of public sector agencies. The
strategy is to increase exports of goods and services by promoting growth
and diversification of agriculture and manufacturing and improving the
competitiveness of Uruguay's production to take advantage of the opport-
unities offered by foreign markets, as well as face the constraints imposed
on Uruguay's traditional exports by subsidized production in developed
countries. In this context, actions taken or to be taken under the program
provide: (i) a framework of policies and incentives to support the export
expansion, which includes a competitivp rPal effertivp exchange rate, the
rationalization of import tariffs protection, access to essential inputs at
international prices, and a tax structure that favors exporting activities;
(ii) a continuity of policies and other rules of the game towards the
private sector so that it can program its production and investment actions
with a medium- and long-term perspective, and effectively develop new
products and new markets; (iii) financial policies to maintain fiscal and
monetary discipline, continue to slow down inflation and attain balance of
payments equilibrium; (iv) actions to achieve better allocation of
resources between the public and private sectors and among private
activities; and (v) an improved legal framework that facilitates further
development of private enterprises.

B. Economic Growth Prospects

3.3 The Government expects that the medium-term program will generate

a GDP growth rate of 3 percent during 1988-90, based on the expansion of

real exports of goods and .services, at about 4.5 percent a year, and an

increase of investment, both private and public. Real public consumption
will be reduced through reductions of the real wage bill and cuts in real

expenditures for goods and services. Table 20 shows the main targets.

3.4 The program takes into account preliminary results for 1988, which

show a slowdown of GDP growth to about 2 percent (as compared to 6.5 per-

cent in 1986 and 4.9 percent in 1987), owing to: (i) tightening credit

measures introduced in mid-1987 to avoid overheating the economy; (ii) dec-

lines in industrial and fishing activities, partly associated with strikes
in textile and fish processing plants; (iii) a drought which affected
adversely the supply of meat, fruits and vegetables during the winter
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season; and (iv) economic developments in Argentina and Brazil with
negative repercussions on Uruguay's economy, particularly the 1988 tourist
season.

Table 20: URUGUAY: ANNUAL GROWTH TARGETS, 1988-90
(in percentages at constant 1986 prices)

Average
Item Annual Growth Rate

GDP 3.0
Exports of Goods and Nonfactor services (volume) 4.5
Imports of Goods and Nonfactor services (volume) 2.0
Consumption Per Capita 1.5
Gross Investment 18.0

3.5 Carrying out the program satisfactorily during 1989-90 requires an
intensification of fiscal and monetary actions to control inflation, which
accelerated in 1988 to about 70 percent on an annual basis on account of:
(i) the above-mentioned drought impact on the consumer price index,
particularly given the heavy weight accorded to meat in the index; and
(441 daviatovns frnm lhe mnonetary progrmr with vespect to the provision of

credit to the private sector and the GDP share of the total public sector
deficit (including the Central Bank), which is expected at about 4 percent
of GDP against a targeted 3.7 percent.

3.6 The Government's growth targets are feasible. Assuming a moderate
sustained growth in the developed countries, no major new shocks in inter-
national interest rates, continued progress with domestic demand management
policies and adequate external support, Uruguay is likely to achieve the
targeted growth rates during 1988-90. Export performance will be critical
to this growth, both as the driving force of the economy and as the equi-
librating force In the balance of payments, since continued growth fuels
the demand for imports. Preliminary 1988 results indicate that exports
continue to grow exceedingly well. Following increases of 27 percent and
9 percent in dollar exports in 1986 and 1987, exports for 1988 are expected
to expand by about 20 percent, benefiting from much improved wool prices,
extraordinary sales to Mainland China (over US$110 million), a sharp
increase in the volume of beef exports (about 35 to 45 percent) which com-
pensated for a price decline of over 20 percent, and a significant recovery
of rice exports. Real exports are estimated to increase by about 10 per-
cent in 1988 on the strength of the large increase in exported volumes of
beef, rice, hides, dairy products, paper and plastics.

3.7 For 1989-90, the performance of wool and beef exports are a key
factor among traditional exports; citrus, fish, dairy products, rice, tex-
tiles and chemicals, among the nontraditional agricultural products. The
main uncertainties in the export sector concern prospects for: (i) in-
creasing further beef exports, particularly in view of substantial dif-
ferences in foreign market preferences; (ii) increasing exports under
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trading arrangements with Argentina and Brazil, in view of their economic
difficulties; and (iii) marketing uncertainties for wool exports to
Mainland China in view of this country's foreign exchange constraints and
low exports to Uruguay. The possibility that Argentina's and Brazil's
difficulties continue in the next few years brings forward the importance
of closely following developments in these two countries and planning for
this eventuality. Other critical constraints to the above-noted growth
prospects are: (i) the policies of developed countries with respect to
domestic subsidized production and, particularly, subsidized exports to
third market countries, which undermine the capacity to compete in export
items such as beef, dairy products and rice; and (ii) progress towards the
final resolution of the domestic debt problem and the modernization of
production facilities to improve competitiveness in foreign markets.

3.8 Imports of goods and nonfactor services are expected to grow about
7 percent a year in volume during the next few years recovering the
increasing trend of 1986-87 when the economy expanded rapidly. Imports in
1988 did not grow much on account of the decline in manufacturing
activities and lower GDP growth which resulted in negligible growth of
intermediate goods and consumer durables imports. These circumstances are
not expected to be repeated in 1989-90. Higher GDP growth, a more dynamic
manufacturing sector, and the investment needs of the economy will drive up
the volume and value of goods imports. Currency fluctuations in developed
countries are expected to increase the dollar prices of imports from some
of these countries, thereby contributing to higher import values.

3.9 A likely alternative gro-th scenario would still permit a lower
GDP growth based on exploiting the market potential in other regions of the
world, such as Europe, the US and Asia. Lower GDP and export growth would
also reduce the induced demand for imports, but the balance of payments gap
may require some additional financing. The impact of lower growth on the
balance of payments is uncertain, as evidenced by the 1982-84 recession,
where the trade gap was substantially positive.

C. Public Investment Program

The Medium-Term Development Program Guidelines

3.10 The analysis of this section concentrates on a review of the
updated public investment program of the main investing agencies (MTOP,
ANCAP, UTE, ANTEL, ANP and OSE) for 1987-89 and on investment issues con-
cerning the Planning and Budget Office (OPP). Investments of other public
agencies are not very significant and, thus, have not been analyzed in
depth. Work is also underway to extend the program to 1990, updating which
will be analyzed in connection with the Bank's lending operations.

3.11 The medium-term development program published in 1987 is the guid-
ing instrument providing the macro targets and policy framework for invest-
ing agencies. As such, it is a useful tool for programming and planning
their activities within a specified time horizon with explicitly defined
Government targets. Investing agencies consider the program a significant
effort, which they expect will be repeated each year, with a longer time
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horizon and -ore explicit operational targets by sectors and entities. OPP
and the sectoral agencies will continue improving the process in the coming
years. In this connection, the following steps are underway: (i) the
investing entities will strengthen the social and economic evaluation of
projects and their compatibility with well-defined overall investment pro-
grams and targets; (ii) the follow-up of project execution will be more
effective; and (iii) the efforts to strengthen OPP and the institutional
aspects of the public Investment process will be intensified. Several
areas requiring technical assistance have been identified: (i) project
selection; (ii) further institutionalization for formulating public invest-

ment strategies; (iii) adequate matching of investments with the availabil-
ity of funds; and (iv) financial and physical follow-up of project execu-
tion.

3.12 The public investment program for 1987-89 has the following main
objectives: (i) to supply the necessary infrastructure and services to
support the expansion of productive activities and tourism; (ii) to expand
basic social services; and (iii) to improve the quality and efficiency of
public services. Apart from being consistent with the medium-term develop-
ment program, it also takes into account the executing capacity of the
different investing agencies.

3.13 The overall size and composition of the investment program defined
by the Government in early 1987 amounted to US$1,020 for the 1987-89
period, an average of US$340 million per year. The program was updated for
tho years 198 - reflect actual results o 1 corresponding changes

in the implementation capacities of some agencies, and an effort to bring

down inflationary pressures by cutting down programmed investment levels

for 1989 through postponement of some works, particularly in the Central
Government (Table 21). The updated program shows some departures from the

original program but the overall and sectoral objectives remain unchanged.
Nevertheless, some agencies (Ministry of Transport and Public Works, Power
and Telecommunications Companies) have the potential to exceed their target
ceilings so that OPP must closely follow up the investments of these

agencies.

3.14 The percentage distribution of the updated program for 1987-89
does not differ significantly from the original program. The most signifi-
cant changes are those of the Ministry of Transport and Public Works and
the education sector, which increased their investment shares, and the

health sector and the rice/milk development program whose shares declined
on account of slower than expected implementation.

3.15 The public investment program shows large expenditures for
infrastructure (power, telecommunications and transport) and for an oil-

refinery modernization. Programmed investments by secLors continue the

historical pattern of government involvement in a few key sectors of the

economy. The new elements are investments in oil refining and exploration,

water and urban infrastructure, and the emphasis on road maintenance.
Direct support to the productive sectors--agriculture, manufacturing and
tourism--will be provided mostly through credit, research, technical
assistance, and a poliuy framework and incentives geared to expand
production and exports.
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Table 21: URw.UAT: PUBLIC INVESTMENT, 1987-89
(in USS millions)

Initial
Medium-Term Program (4/87) Updated Program (3/88) Difference

1987 1988 1989 Total 1987 1988 1989 Total (10/87) - (10/88)

Public Enterprises

AFE 5 10 10 26 1 2 8 11 -14

ANP 4 2 2 8 2 3 2 7 -1

PLUNA 6 - - 6 1 1 1 3 -2

UTE 37 46 64 138 40 45 64 139 a

ANTEL 59 56 49 164 55 41 41 187 -27

ANCAP 12 16 27 55 10 15 16 41 -14

OSE 12 12 12 38 16 14 12 42 6
Others 9 7 6 22 13 9 10 32 10

Subtotal 144 147 180 461 138 140 144 412 -89

Central Government

MTOP 79 83 80 242 104 98 98 298 56

Education 13 27 20 66 20 20 22 62 7

Health 15 27 30 72 5 7 8 20 -62

Rice/Milk Belts 10 16 40 65 - 6 10 17 -48

Othor: 30 22 21 73 26 a0 36 92 19

Subtotal 147 189 191 507 166 161 172 489 -18

Transfers

Municipal Works 13 13 13 39 6 7 11 28 -16

Road Interconn. 7 7 8 22 8 8 3 19 -3

Subtotal 20 20 21 81 13 15 14 42 -19

TOTAL 311 336 372 1020 297 316 380 943 -77

Source: OPP and investment agencies.

Main Executing Agencies

3.16 Ministry of Transport and Public Works (MTOP). The investment
proposal of MTOP for 1987-89 amounted t. US$456 million, a large increase
over the original program (see Table 22). MTOP's request was based on the
1987 execution performance and on improved administrative procedures.
Nevertheless, a ceiling of US$298 million was established by OPP, in line
with the Government's targets under the IMF-Enhanced Surveillance Program
for 1989. This target ceiling is higher than that of the original program
(US$242 million) but is supported by the availability of external financing
and the absorptive capacity of the Ministry. The execution capacity in
highways has improved significantly owing to new administrative procedures
and the larger share of maintenance works in the program.
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Table 22: URWGUAY: MTOP - PROPOSED INVESTMENT PROGRAM, 1987-89
(in USS millions)

1987 1988 1989 1987-89 1987-89 with

Actual Program Actual 1987

National Directorate for Roads 79.3 116.1 111.8 326.8 308.2
Ongoing Projects 19.3 25.8 11.7 72.4 66.3
New Projects 9.8 11.3 32.6 49.3 58.7

Maintenance 60.1 78.5 67.6 204.7 196.1

National Directorate for Hydrography 8.8 26.8 22.9 67.8 66.5
Ongoing Projects 1.3 4.0 2.0 16.0 7.3
New Projects 1.0 17.8 16.4 36.3 88.7
Maintenance 4.5 5.5 5.5 11.5 10.5

National Directorate for Transport 2.8 3.6 8.1 9.7 9.0
Projects 0.6 1.1 0.6 2.2 2.2
Maintenance 1.8 2.6 2.6 7.6 6.8

National Directorate for Topography 0.6 0.9 0.9 2.7 2.4
Projects 0.4 0.6 0.6 1.8 1.6
Maintenance 0.2 0.3 0.3 0.9 0.8

National Directorate for Architecture 5.7 7.2 6.9 20.1 19.8
Projects 1.5 3.8 8.0 8.4 7.8
Maintenance 4.2 3.9 3.9 11.7 12.0

General Secretariat 8.9 9.8 9.8 29.4 28.5
Projects 6.8 7.6 7.6 22.8 22.0
Maintenance 2.1 2.2 2.2 6.6 6.5

TOTAL 103.6 183.4 155.4 466.9 422.4

OPP Celling - 98.0 96.0 - 298.0

Source: MTOP.

3.17 MTOP has reduced the emphasis on new roads and is now giving more
attention to road maintenance. This change reflects MTOP's policy of
improving road standards. The main road projects are shown in Table 23.
Highways 2 and 30 and the access road to Montevideo are ongoing projects;
Highways 1, 7 and 14 are new projects. Highway 1 is the most important new
project, with an estimated cost of US$77 million, but very little is
expected to be executed during 1988-89. The most important maintenance
projects are those of Roads 3, 9 and 101.
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Table 23: URUGUAY: HTOP - MAIN ROAD PROJECTS, 1987-89
(in US$ millions)

1987 1987 1988 1989
Program Actual

Ongoing Projects 18.4 15.1 12.3 6.9
Access to Montevideo 8.4 6.3 0.7
Road 12: Cardona-Cortinas 1.5 1.8 1.2 -
Road 2 - Road 1: San Martin Bridge 5.3 2.4 4.3 2.1
Road 14: 0 km-55 km 1.6 1.5 1.5 0.4
Road 5: Repaving 0.4 3.1 1.2 -
Road 30: A branch of 1.2 - 4.1 4.3

New Projects /a 1.6 - 4.8 14.5
Road 11: San Jose-Santa Lucia 0.01 - 0.8 1.7
Road 7: Road 6-Tala - - 0.01 3.9
Road 18: Bridge (Parao) 0.8 - 1.3 0.8
Access to MTV: Rambla B. Brum 0.8 - 1.7 0.1
Road 14: J.P. Varela-Lescano - - 1.0 7.0
Road 1: Santiago Vazquez-Colonia - - - 1.0

Maintenance 6.5 8.5 17.0 9.7
Road 3: 188 km (Trinidad) 1.2 - 4.7 1.6
Road 9: Link Road 8-Pan de Azucar - - 2.3 2.4
Road 101 0.5 - 3.4 3.2
Road 3: 128k-Trinidad 0.9 - 1.9 0.8

Road 3: Link Road 24-Constancia 2.5 3.3 - -
Road 3: Rivas-Chapicuy 0.8 1.8 1.5
Road 18: Arroyo del Oro-Vergara 0.6 3.4 2.0 -
Road 54: - - 1.1 2.1

TOTAL 26.5 23.6 34.1 31.1

/a Not initiated yet.

Source: MTOP.

3.18 The investment proposal of the National Directorate for Hydro-

graphy (DNH) amounted to US$47 million for 1988-89, an amount higher than
that proposed in the original program. The main projects are presented in

Table 24. For these investments to materialize, the execution rate would

have to improve; actual execution in 1987 was below programmed expenditures
(see Table 24). Thus, the actual impact of new port projects in the size of

the implemented investment program will be minor during 1988-89, with the
exception of the expansion of the Punta del Este berth. Taking into
account DNH's execution capacity and the need to reduce the fiscal deficit,

OPP's ceilings authorize only 30 percent of the proposed investment.
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Table 24: URUGUAY: MTOP - MAIN DNH PROPOSED WORKS, 1987-89
(in US$ millions)

1987 1987 1988 1989 1987-89
Program Actual

Ongoing Projects 4.5 1.2 1.2 0.6 6.3
Nueva Palmira Wharf 3.0 0.5 0.7 0.2 3.9
Sauce Port (Flood Protection

and Berth Well) 0.8 - 0.3 0.2 1.3
Preinvestment Studies and

Control 0.7 0.7 0.2 0.2 1.1

New Projects 1.6 0.1 9.1 11.0 21.7
La Paloma Port 0.1 0.1 3.3 2.2 5.6
Piriapolis Port 1.0 - 1.3 3.3 5.6
Puerto Viejo Port - - - 2.9 2.9
Dredging Equipment - - 2.6 - 2.6
Atlantida Recreational Port - - 0.7 2.2 2.9
Punta del Este Wharf
Reconstruction 0.4 - 0.6 0.2 1.2

Punta del Este Interior Berth
Expansion 0.1 - 0.6 0.2 0.9

TOTAL 6.1 1.3 8.8 11.6 26.5

Source: MTOP.

3.19 Port Authority (ANP). ANP's updated investment program for
1987-89 reflects the intention to accelerate certain works which will
improve its operational efficiency. In 1987, total investment amounted to
US$2.2 million (a 66 percent execution rate), mostly owing to delays in the
power supply component. The Port Master Plan was completed, and a
reorganization study is underway. OPP officials, however, believe that the
Master Plan is based on the premise that Montevideo would be the main port
for the River Plate basin. If this assumption of the Master Plan is not
realistic, the investments recommended may not be all justified. The Plan
is now being reviewed. Some operational actions and investments, which are
needed regardless of the final decision about the port, are included in the
program. Among them: investments in the power supply, storage facilities,
the breakwater and equipment.

3.20 ANP is expected to invest US$5 million in 1988-89. Limited new
works will be initiated based on a special operational report, which
recommended: (i) cleaning and removal of scrap materials and equipment on-
and off-land in the port area; (ii) modifying the port perimeter's fences

and access gates; (iii) relocating certain cranes and disposing of useless
cranes and dredging equipment; (iv) performing an evaluation of ANP's
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vessel fleet and deactivating uneconomical ones; (v) eliminating certain
storage, buildings and facilities, to be replaced by others in other
locations in the port area; (vi) installing alternating energy distribution
networks and outlets in all berths, starting with berth A-East and the
refrigeration complex, and adapting 14 cranes; (vii) adapting the B-West
berth for containers and purchasing another 40-ton crane to handle
containers; (viii) repairing paved areas of the port; and (ix) improving
operational efficiency in various port facilities, including privatizing
certain activities.

3.21 Petroleum Company (ANCAP). The investment program includes
modernization of the oil refinery, oil exploration and minor investments to
maintain facilities in working condition. Regarding oil exploration, ANCAP
has broadened its policy to include joint ventures abroad; it has joined a
multinational consortium to explore for oil in Ecuador with an investment
of US$1.4 million during 1988-89. In alcohol and agroindustry, the stated
policy is to invest only the minimum necessary for operational efficiency.

3.22 The main changes in ANCAP's program for 1988-89 are:

(a) Oil. The modernization of the refinery is repro-
grammed on account of execution delays. The invest-
ment level is reduced from US$19 to US$7 million.
There will be increases in oil exploration
expenditures owing to the joint venture in Ecuador.
Allocations for the installation of tanks and
related works, and the Eastern Terminal are doubled.
Investments in gasoline stations and Jose Ignacio
Port are reduced by approximately 45 and 90 percent,
respectively; and

(b) Alcohol, Cement and Agroindustry. Investments in
the Capurro Plant for alcohol production increased
slightly, and expenditures for replacement of equip-
ment doubled. Investments in cement increase sub-
stantially, essentially in civil and mechanical
works at Mina Plant. Investments in sugar produc-
tion increase significantly.

3.23 ANCAP's updated investment program for 1988-89 amounts to
US$41 million, (see TPIle 25) which is considered consistent with ANCAP's
execution capacity. it 1987, ANCAP, however, invested only US$9.5 million,

or 73 percent of the authorized program, owing to delays in several
projects, including the modernization of the refinery. In 1988, the
execution rate is also expected to be low. As a result, OPP expects ANCAP

to execute only about 75 percent of its 1988-89 program.
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Table 25: URUGUAY: ANCAP - INVESTMENT PROGRAM, 1987-89
(in US$ thousands)

1987

Program Actual 1988 1989

Oil and Lubricants 6,E00 6,159 12,500 16,900
Installation of Tanks and Other 448 521 1,300 600
Eastern Terminal Works 434 798 1,800 1,300
Gasoline Stations 256 190 800 600
La Teja: Civil Works 347 553 500 300
Miscellaneous Works in Plants 213 261 300 500
Jose Ignacio Port 59 - 200 300
Lubricant Factory 283 - 900 1,600
Oil Exploration 3,000 2,958 700 3,400
Refinery Modernization 500 85 2,100 4,900
Miscellaneous Works 960 1,329 3,900 3,400

Alcohols 1,817 489 2,300 1,800
Capurro Plant 1,012 280 1,300 1,000
Replacement of Equipment 688 179 800 600
Miscellaneous Works 107 30 200 200

Cement 3,070 1,687 1,100 1,900
civil aind Meclaical WUrkNS MViia 2.,9 ,7Y l,0i00
Miscellaneous Works 421 109 100 400

Management 1,315 573 4,900 3,100
Supporting Services 985 405 2,900 1,900
Replaciments: Miscellaneous 330 163 2,000 1,200

Agro-Industry 1,388 871 1,000 800
Espinillar Plant 903 651 500 100
Miscellaneous Works 485 220 500 700

TOTAL 14L090 10,315 15,000 24,500

OPP's Ceiling 15,000 16,000

Source: ANCAP.

3.24 Power Company (UTE). UTE's total investments approved by OPP
remain at the level of US$139 million for 1987-89, even though UTE's pro-
posal for 1988-89 calls for an increase, mostly in distribution (US$31 mil-
lion) while investments in generation and transmission are reduced by about
(US$14 million) (see Table 26). The total investment level approved by OPP
is still considered to be consistent with UTE's executing capacity.
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Table 26: URUGUAY: UTE - NEW INVESTMENT PROPOSAL

(in US$ millions)

1987 1987 New Proposal Total
Program Actual 1988 1989 1988-89

Generation and Transmission 11.2 4.3 8.9 14.6 23.5
Distribution 20.8 32.2 41.2 45.8 87.0

Other 5.5 3.3 5.7 6.6 12.3

TOTAL 37.5 39.8 55.8 67.0 122.8

Source: UTE.

3.25 UTE's actual investments for 1988-89 would be heavily-conditioned

by the pace of investments in the distribution network. Actual 1987
investments in the distribution network exceeded those programmed by about
55 percent, while investment in power generation and rehabilitation dropped
56 percent with respect to the programmed level. Taking into account both
UTE's executing capacity and financial situation, actual investments are
not likely to exceed OPP's ceiling.

3.26 UTE's electricity demand projections have been revised upwards on

account of the economic recovery; however, any changes in the generation
program should be carefully weighed before a decision is made. Similar
considerations apply to the distribution program: the expansions should be
part of an integrated program. Table 27 shows the revised demand projec-
tions and the installed capacity.

3.27 Telecommunications Company (ANTEL). ANTEL programmed to expand
more rapidly its services and increase its investments for 1988-89, based
on an updated demand growth forecast (7 percent instead of 5 percent).
Financial difficulties, however, will most likely force a postponement of
some components in 1989. ANTEL's financial constraints originate on
insufficient tariff increases to cover the expanded financial needs of the
investment program together with a US$3 million profit transfer to the

Treasury and a delay in the installation of Ericson's equipment, which is
reflected in lower-than-expected income.

3.28 ANTEL's adjusted investment program for 1988-89 amounts to approx-

imately US$97 million (see Table 28). The program was adjusted to include

mostly components with high and quick cash generation to investment ratios;

components with least adverse contractual effects were postponed. Invest-

ments in the Montevideo and southern Uruguay areas are kept in the program;

rural communication, improvements in networks, except for those with the

largest number of users, are postponed. Postponed or downsized investments

in Montevideo are: (i) networks in Union, Aguada, Cerro, Cordon, Lezica,

Paso Molino, and Carrasco; and (ii) acquisition of telephone sets postponed
or downsized investment, in the rest of the country are: (i) line networks

in Tala, Mercedes, Casupa, Balneario Solis, Oibues de Lavalle, Tarariras,

Atlantida, Salinas and Parque del Plata; (ii) acquisition of telephone
sets; (iii) rural telephone systems; and (iv) interurban and international

transmission.
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Table 27: URUGUAY: UTE - PRODUCTION AND SALES OF ELECTRICITY,
198-2000

Actual Projected
1986 1987/a 1988 1989 1990 1991 1995

Production (GWH) 4,101 4,449 4,517 4,698 4,886 5,081 5,809
Hydro 4,049 4,210 3,894 4,236 4,480 4,361 5,080

UTE (2,386) (2,264) (2,050) (2,294) (2,175) (2,146)
Salto Grande (1,825) (1,640) (2,186) (2,186) (2,186) (2,936)

Thermal 62 239 623 462 406 720 729

Self-Consumption 25 88 46 48 50 52 66
Losses 828 689 800 798 806 812 904

Transmission (29) (29) (z9) (29) (29) (31)
Distribution (660) (771) (769) (776) (783) (878)

Sales(GWH) 3,253 3,722 3,671 3,852 4,031 4,217 4,850
Industry and
Commerce 1,714 1,981 1,890 1,988 2,075 2,171 2,497

Residential 1,415 1,703 1,673 1,766 1,837 1,922 2,210
Other 88 88 108 114 119 124 143

Losses/Production () 20.1 15.5 18.7 18.0 17.6 17.0 18.5

Generation (MW) 1,409 1,375 1,532 1,532 1,564 2,076
Hydro 1,039 1,007 1,164 1,164 1,196 1,611

UTE (666) (534) (584) (634) (686) (666)
Salto Grande (473) (473) (630) (830) (176)

Thermal 870 368 368 368 868 664

Maximum Demand (MW) 939 973 1,012 1,062 1,094 1,261

Max. Demand/Generation 66.6 63.9 69.9 62.0 68.2 55.6

/a Preliminary

Source: UfE.

3.29 ANTEL's investment program is feasible in terms of its executing
capacity; actual investment amounted to US$57 million in 1987, or about the
approved OPP ceiling. Major components have been already, or are being,
acquired. With adquate tariff increases and administrative improvements,
ANTEL will be able to carry out its proposed investment program. However,
ANTEL needs to improve its installation and billing practices. In 1989,
about 82,000 new telephones will be ready for connection; ANTEL's normal
installation rate is about 3,000 per month. Furthermore, the billing
process has a delay of about three months after installation (normal
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billing per residential number is US$12/month while per commercial number
about US$20/month). The foregone revenue of unconnected numbers and of
late billing is therefore significant in providing financial resources to
carry out the investment program.

Table 28: URUGUAY: ANTEL - UPDATED INVESTMENT PROGRAM, 1987-89
(in US$ millions)

1987 1988 1989
Actual

Telephone Services 54.4 51.7 38.3
Telex and Telegraph 0.5 1.2 0.2
Administrative Investment 0.1 3.4 2.5

TOTAL 55.0 56.3 41.0

OPP's Ceiling 57.0 56.0 41.0

Expectcl Execution 40.0 41.0

Source: ANTEL.

3.30 ANTEL's restructuring was approved by its board of directors at
the end of 1987. The new organization structure delineates functional
responsibility for the board and general manager. A technical department
is in charge of planning and projects, including evaluation and follow up.
A planning and control policy established management by objectives, but in
the framework of the Government's planning and control process. An opera-
tions report system is now being introduced which shows results by areas of
responsibility and compares them with planned targets.

3.31 OSE. The investment proposal amounts to US$31 million, an
increase of 28 percent with respect to the original 1987-89 program (see
Table 29). Past experience suggests that OSE will not carry out all the
proposed investments. OPP has established lower ceilings which total about
US$22 million. OSE is expected to undertake a development plan with well-
defined investment levels and operational targets. A performance contract
signed between the State and OSE establishes mutual obligations. OSE is
committed to decrease personnel costs as a percentage of operating costs,
increase the number of material connections, reduce the outstanding amount
of accounts receivable and implement a new tariff system by 1990.
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Table 29: URUGUAY: OSE UPDATED INVESTMENT PROGRAM, 1987-89
(in US$ millions)

1987 1988 1988 1989
Actual Program Actual Program

Montevideo Water System 11.8 4.4 2.5 5.7
Other Water Systems 3.1 6.6 3.8 8.1
Sewerage 0.6 2.2 0.8 2.1
Administrative Areas 0.7 0.8 0.9 0.9

TOTAL 16.2 14.0 8.0 16.8

OPP's Ceilings 10.0 12.0

Source: OSE.

3.32 OSE's investment program allocates 80 percent to water systems,
with Montevideo absorbing 33 percent; 14 percent to sewerage projects; and
the remainder to administrative services. This program is consistent, both
with OSE's development strategy and the Government's objectives; however,
execution capacity is still a problem OSE needs to solve. Specific physi-
cal targets are presented in Table 30.

Table 30: URUGUAY: OSE - UPDATED INVESTMENT TARGETS, 1987-89

1987 1988 1989
Actual

Water Connections (103)
Montevideo 6.5 8.0 6.0
Rest of the Country 12.2 12.0 19.0

Sewerage Connections (103) 1.0 2.1 2.3

Source: OSE.

3.33 Railways (AFE). The 1988-89 investment program is part of a
20 year restructuring program. This program was initiated in 1988 with
3everal important actions: passenger services were discontinued, freight
services restructured and personnel reduced initially by about 2,000. The
target is to have a leaner work force of about 2,600. Further reductions
are expected in 1989 and beyond. The remaining cargo routes will be
improved. Investments in track upgrading and repairs to tractive equipment
would amount to about US$10 million during 1988-89, partially financed with
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bilateral assistance. An additional US$26 million are programmed for
1990-92 and US$45 million in 1993-2004. The investments are for: track
rehabilitation, 62 percent; locomotives and rolling stock rehabilitation,
33 percent; and improvements to signalling and communications system,
5 percent.

3.34 Education. About US$12 million go to the universities, US$19
million to ANEP and US$30 million to the Ministry of Education in 1988-89.
For the universities, the program consists of expansion of facilities and
acquisition of equipment. For ANEP, the program comprises many small pro-
jects. For the Ministry of Education, the program includes several small
works and the initial works for the constructien of an auditorium for SODRE
(see Table 31). Execution capacity, based on previous experience, suggests
that total investment for the period will be below the program, although
some improvement may occur because project and programming units are being
established in the Ministry of Education and ANEP as part of a technical
assistance program, sponsored by IDB and monitored by OPP.

Table 31: URUGUAY: EDUCATION UPDATED INVESTMENT PROGRAM, 1987-89
(in US$ millions)

1987 1988 1989
Program Actual

University System 4.1 5.4 7.7 3.8
ANEP 10.3 5.7 9.5 9.5
MEC 9.2 5.8 14.7 15.2

TOTAL 23.6 16.9 31.9 28.5

Source: OPP.

3.35 Health. Main projects included are: (i) the Pereyra-Rossell
hospital investment in a special burn unit with US$16 million; and (ii)
construction of a hospital in Canelones for US$3 million (see Table 32).
The program for 1988-89 is reduced by over 50 percent with respect to the
original proposal. Previous execution experience indicates that this
program will be only partially completed within the period, so the ceiling
allocations are slightly below 50 percent of the 1988-89 program.

Investment Programming: Institutional Issues

3.36 Significant progress has been made on different institutional
issues related to the investment process. OPP's role as investment
coordinator has been clearly defined with responsib4 lity for the
macroeconomic program and the definition of economic and sectoral policy
objectives that are relevant to each investing agency. In the new
approach, the ministries responsible for the enterprises will participate
in the programming process through sectoral task forces in charge of
designing, jointly with OPP, sectoral policies and targets to guide the
investment priorities of the agencies. The first attempt to set sectoral
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policies and targets was made on an informal basis to avoid the diffi-
culties normally faced by formally-established committees. The system was
initiated with the MTOP and the public enterprises under its jurisdiction.
The experience was not completely satisfactory, except in those cases whe'e
the group was called to consider a very specific task, such as the
preparation of OSE's performance contract. The process is now being
reviewed.

Table 32: URUGUAY: HEALTH - UPDATED INVESTMENT PROGRAM, 1987-89
(in US$ millions)

1987 1988 1989
Program Actual

Ministry 5.8 4.0 6.4 4.0
Canelones Hospital - - 1.3 1.3
Pereyra-Rossell Hospital

and Burn Unit 4.0 0.3 9.4 8.5
Pasteur Hospital 0.0 0.0 0.0 3.0

TOTAL 9.8 4.3 17.1 16.8

Source: OPP.

3.37 The new approach calls for certain institutional adjustments.
Operational divisions of OPP will need to coordinate more their work on
investment issues. The institutionalization of sectoral task forces
involving representatives of all OPP's divisions concerned with a specific
task and with an established schedule is an adequate first step. The
design of OSE's performance contract proved to be a good experience of this
approach. On the other hand, the ministries, as well as other investment
agencies, will have to create or reinforce their counterpart operational
units (planning and projects) to deal with investment issues. Among min-
istries, MTOP already has a functioning unit and, recently with OPP's sup-
port, units have been constituted in the Ministries of Education and
Health. In the Ministry of Education, the unit is not in full operation;
however, project execution has improved. In Health, the unit is not effec-
tive yet; however, an executive system to follow up on investments has been
established. In ANTEL, consultants are assisting with the introduction of
progress indicators to follow up investment projects, in line with ANTEL's
new managerial approach. The next step will be to incorporate UTE to this
system, which has been handicapped in the past by the weak controlling
position of the Ministry of Industry and Energy. UTE, however, has decided
to go through a reorganization oriented to improve both managerial and
operational efficiencies with the aid of Union Electrica FENOSA (from
Spain). This provides OPP with the opportunity to coordinate with UTE the
introduction of a more effective investment process.
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3.38 A new tool is being used to improve the performance of public
enterprises: performance contracts between the enterprise and the Govern-
ment. This is an important step not only for investment programming but
also for improving operational efficiency. The contract forces all the
institutions involved to define targets and actions to streamline their
performances and assume duties and responsibilities to achieve the
programmed results. A performance contract has been negotiated with OSE,
which will provide valuable experience with respect to the role of each
agency and the indicators to be used to evaluate expected performance.
Another performance contract is being prepared for AFE; a similar approach
will be followed with ANP.

3.39 The selection of the right performance indicators is very impor-
tant to the success or failure of the performance contract approach.
Global and sectoral objectives and targets should be designed by OPP and
the ministry in charge, in consultation with the investing agency which, in
turn, will propose operational goals and targets that are compatible with
OPP and the ministry's global and sectoral objectives and targets. The
indicators of performance should be limited in number to make the systen
efficient and simple, and avoid contradictions between targets and
objectives.

3.40 Other actions underway to improve investment programming are:

(a) OPP is establishing a quarterly system to follow
projects in execution--concentrating initially on
those financed by international development
institutions--or under study and covering
disbursements, interest rate and payments, local
counterpart funds, new loans, physical execution of
projects (critical path and deviations of each
project would be included in the near future),
inventory of pre-investment studies and other
general information. A government decree requires
that all projects should be registered in a
preinvestment inventory with OPP. Projects
exceeding US$2 million, which are not registered
within the preinvestment roster, will not be
approved by OPP. This approach is relevant because
approximately 35 projects comprise 65 percent of
the total public investment;

(b) a long-term investment program geared to match
sectoral and macro interests with those of the
investment agency is being developed--only those
projects for which these interests match will be
authorized. A reference investment program profile
for 1988-95 has been recently prepared; on-going
and already committed projects cover most of the
expected investment capacity for the period,
providing an.)important reference framework for the
new Administration which will take office in 1990.
The program includes only projects over
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US$2 million, or classified as relevant to the
agency's development. Progress of these projects
will be followed up using the methodologies of the
different agencies;

(c) an investment and operational indicators system is
being implemented. OSE's performance contract
includes these indicators; they will be included in
the contracts for AFE and ANP. Indicators are also
being prepared for ANTEL, UTE, PLUNA and ASSE (an
executing agency of the health sector); and

(d) changes in legislation to reduce or eliminate the
adverse effects of procurement processes and other
bureaucratic difficulties. The rendition of
accounts approved in 1987 provides for a
significant easing of procurement requirements for
projects financed by international institutions;
this covers a significant proportion of total
public investment.

3.41 In the investing agencies, the following institutional progress
took place:

(a) most of the investing agencies are making efforts
to Improve operational eftEiciency and con.nercial
and financial performance, as well as project
design, evaluation and execution. Organizational
restructuring, creation of special units and con-
tracting technical assistance in different key
areas are part of these efforts (e.g., ANTEL); and

(b) most of the actions are now oriented to comply both
with Government policies and guidelines and with
their own development and operational goals. A
more fluent relationship between ministries, OPP
and public enterprises has contributed to make this
possible.

3.42 In spite of significant progress, some issues need to be singled
out:

(a) the recent progress is partially due to the support
of the technical assistance program financed by the
IDB. When this assistance ends, OPP's capacity to
handle many of the investment issues will be
reduced;

(b) the Public Investment Department of OPP needs more
professionals to create an equilibrium between its
budgeting and investment functions. Seniority is
important; permanent interaction witt investment
agencies normally requires representation by senior
officials. The possibility of incorporating



- 64 -

technical advisors in certain areas, such as
communications and energy, should also be con-
sidered; and

(c) the creation of special units in charge of invest-

ment planning and projects should be more actively
promoted, particularly in the social sectors and in
autonomous entities (ANP). To be successful, how-
ever, the creation of these units need to be part
of an integral arrangement designed to improve
overall efficiency of each entity; isolated efforts
are likely to fail.

D. Public Finance Prospects

3.43 To finance the 1988-90 public investment program in a sound man-
ner, the Government is expected to take actions in the nonfinancial public
sector, which would generate current savings for about 3 percent of GDP
and, thus, maintain the overall deficit of the nonfinancial public sector
at about 1 percent of GDP (see Table 33). The main actions foreseen are:
(i) improvement of the tax collection administration at all levels of
Government and at the Social Security Bank (BPS); (ii) periodic revisions
of prices/tariffs of public enterprises and services, reductions of the
level and time lag of accounts receivables and increased operating effi-
ciency and costing procedures; (i.i) restrt1ctui4ng of several public enter-
prises and rationalization of public services; (iv) a freeze in new hirings
until 1990 and wage adjustments below the rate of inflation; and (v) actual
investment levels below 4 percent of GDP in 1989-90.

Table 33; URUGUAY: CONSOLIDATED FINANCIAL POSITION OF THE
NONFINANCIAL PUBLIC SECTOR

(in percentages of GDP)

Actual Projections
1986 1987 1988 1989 1990

Savings of: 2.7 2.3 2.6 2.8 3.0
Central Government 0.1 0.5 0.4 0.6 0.8
Social Security 0.2 - - -

of which Government Transfer (2.2) (2.4) (2.3) (2.1) (2.0)
Municipalities 0.2 0.2 0.2 0.2 0.2
Public Enterprises 2.2 1.7 2.0 2.0 2.0

Capital Expenditures: 3.8 3.7 3.9 3.6 3.8
Public Investment 3.5 3.5 3.C 3.4 3.6
Other Capital Expenditures 0.4 0.3 0.3 0.2 0.2

Overall Deficit (-) -1.2 -1.4 -1.2 -0.8 -0.8

Source: Bank estimates.



- 65 -

3.44 The Central Bank losses need to be reduced. These losses origi-
nate mostly in the debt service of obligations with foreign commercial
banks, the IMF and the multilateral banks, and the Central Bank bills held
by local commercial banks. The debts with foreign commercial banks are the
result of rescue operations for the banking system undertaken in 1982-83,
on account of which the Central Bank is now responsible for servicing about
US$800 million in debts. In addition, it owes the IMF about SDR
429.5 million. With limited revenue sources, the Central Bank's debt
service (2 to 3 percent of GDP) has to be financed. This imposes a
limitation in the level of the deficit of the nonfinancial public sector.
To compensate for the Central Bank deficit, the nonfinancial public sector
deficit has to be close to zero. Although the Central Bank's portfolio
(which was bought from the commercial banks) is of doubtful quality,
actions to recover as much as possible are needed to reduce, to the extent
possible, Central Bank losses. In addition, the scheduled repayments of
principal to the IMF will gradually ease the debt service of the Central
Bank in the early 1990s.

3.45 The losses of Banco Republica from the acquisition of failing
private commercial banks place a severe burden upon the finances of this
institution. Resolution of this problem is an important issue confronting
Uruguay's policymakers. It would be advisable to look for ways of
maintaining these banks in the private sector, while minimizing Government
losses and spreading them over several years.

E. Balance of Payments and Creditworthiness

3.46 During 1988-90, the combined trade and service balances would be
positive, although below that of 1986. Interest payments of the external
debt, however, would exceed the resource balance. As a result, the current
account balance of payments would be negative during this period (see
Table 34).

3.47 The main uncertainties regarding these projections are the risks
of lower export earnings on account of the difficulties outlined in

para. 3.7, or higher interest rates and/or oil prices. A one percent
increase in LIBOR rates would cost Uruguay about US$40 million a year in
interest payments. Similarly, an increase of US$l/bbl of oil would require
an additional US$8 million a year. Under these circumstances, Uruguay's
GDP growth target could not be achieved without additional borrowings, but
these borrowings may compromise its future ability to service its external

debt. Thus, a lower GDP growth rate (about 2 to 2.5 percent) could be a

feasible scenario, which still permits improvements in per capita GDP.
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Table 84: URUGUAY: BALANCE OF PAYMENTS, EXTERNAL CAPITAL AND DEBT

Actual Projected
1986 1986 1987 1988 1990 1992

Balance of Payments (millions of USS at current prices)

Exports of Goods and Services 1,328 1,696 1,666 1,816 2,021 2,403
of which: Merchandise FOB 849 1,088 1,186 1,861 1,589 1,824

Imports of Goods and Services 1,441 1,647 1,800 1,847 2,255 2,648
of which: Merchandise CIF 709 870 1,188 1,200 1,517 1,797

Net Transfers 11 26 22 21 28 25
Current Account Balance -107 74 -125 -12 -212 -119
Private Direct Investment -8 -5 0 0 15 15
Medium- and Long-Term Loans (Net) 98 121 184 110 178 65
Other Capital 210 78 89 2 89 89
Change in Reserves (- increase) -188 -262 -45 -100 -20 0

External Capital and Debt (million USS at current prices)

External Public Medium- and
Long-Term Debt Outstanding 2,701 2,886 8,048 8,102 3,486 8,590

Public Medium- and Long-Term
Debt Service Payments -424 -861 -887 -899 -509 -704
Interest -297 -249 -278 -801 -816 -305

Debt Service/Exports GAS /a 82 1 29.0 85.9 36.7 84.9 81.9
Interest/Exports GAS 22.4 20.0 21.0 20.6 18.4 14.5

/a Includes interest charges and repayments on IMF credits and short-term debt's interest.

3.48 The increase of real exports projected at about 4.5 percent a year
during 1988-90 is based on the volume and price prospects of Uruguay's main
exports: wool (raw materials, textiles and clothing), citrus, fish, rice,
dairy, and light industry products. Production of these goods has recently
expanded or is currently expanding. If price prospects continue to be good
for wool, rice, dairy products, fish and citrus, and beef prices improve,
Uruguay's trade balances would remain positive in the next few years,
greatly facilitating servicing the external debt. In addition, the private
sector responded vigorously in 1986-87 to improved market conditions and

productive capacity in agriculture and some manufacturing activities
increased to satisfy foreign markets, so an important uncertainty (slow

entrepreneurial response) to export expansion is losing relevance.

3.49 Imports are expected to continue growing, although at a slower
pace than in 1986-87, owing to: (i) the phasing out at the end of 1988 of

the special incentives enacted in 1986 for capital goods imports;
(ii) lower GDP growth rates than in 1986-87; (iii) higher prices of imports
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from hard-currency countries on account of the significant devaluation of
the peso vis-a-vis the Japanese Yen and European currencies. Imports in
1988 slowed down significantly but are expected to regain momentum in
1989-90 (para 3.8).

3.50 A salient feature of the balance of payments prospects is the need
for continued financial support at a high level from the multinational
banks (IBRD, IDB). The commercial banks have agreed to a long-term
restructuring program (1985-91) for about US$2.1 billion in external debts
at favorable terms, but without significant new money. New commitments
from the multinational banks, bilateral agencies, and dollar bond issues tn
the domestic or foreign capital markets would have to make up for the dif-
ference. The existing project pipeline l insufficient to maintain signi-
ficant positive net disbursements from the multilateral banks so that addi-
tional multilateral financing including some quick-disbursing operations is
essential for the projected growth of the economy. Short-term inflows of
non-resident dollar deposits are likely to continue, but should not be used
to a large extent for medium- and long-term financing on account of their
traditional volatility. Development of a bond market for Uruguayan paper
denominated in dollars is likely to be an important source of external
financing.

3.51 During 1988-90, with the new Multi-Year Rescheduling (MYRA II) in
place, Uruguay needs additional gross disbursements of about US$0.9 bil-
lion. Disbursements from existing and new projects of multinational banks
are expected to provide US$0.5 billion. This leaves an unfinanced gap of
about US$0.4 billion to be covered by new operations with multinational,
bilateral lenders (Japan, Italy, etc.), and dollar bond issues.

F. Conclusions

3.52 Uruguay's Government has made a serious and sustained effort to
establish a policy framework that promotes growth of the economy. Table 35
summarizes the main economic indicators. It has succeeded in restoring a
favorable climate for private sector dynamism and created the momentum for
growth. It is also taking steps to further advance the process of struc-
tural reforms initiated in the 1970s. The analysis of this report confirms
the conclusions of previous World Bank analysis about the need for reforms
zf the social security system, the tax system and its administration,
financial restructuring of overindebted firms and banks, reduction of
effective protection, restructuring of public enterprises and periodic
revisions of public services' tariffs/prices, and improved public invest-
ment programming.11/ Developments since that report was published in
August 1986 represent significant progress in several areas. Areas for
furthe' action are: (i) public sector finances and management with a view
towards reducing further the overall deficit through measures to reduce
real expenditures (wage bill and goods and services), increasing tax
revenue collections, improving the finances of the Social Security Bank,
and creating the climate for further measures to put the old-age and
survivors program on a more solid footing well into the next century; (ii)
reforming public administration (hiring and personnel policies in the
Government and public enterprises, wage scales, procurement procedures);

11/ World Bank Report No. 6054-UR, Country Economic Memorandum on Uruguay,
August 12, 1986.
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(iii) continuing the financial restructuring of overindebted, but viable,
firms; (iv) reducing the quasi-fiscal losses of the Central Bank, and the
potential losses of Banco Republica from the acquisition of failing private
banks; (v) continuing efforts to strengthen public investment programming;
and (vi) modernizing the legal framework ruling commercial and productive
activities.

Tabe 35: USQMY: KEY ECONIMI: IDICATU

ACTUAL PROJECTIONS

1980 1982 1984 1985 1986 1987 1988 1990 1992

GDP Orowth Rate 6.0 -9.4 -1.S - 6.5 4.9 2.4 3.9 4.2

CDP per Capiti Growth Rate 5.5 -9.9 -2.0 -0.5 6.0 4.4 1.9 3.1 3.7

Consumption Growth Rate 7.1 -8.6 -5.2 2.2 6.1 6.6 -0.1 2.9 3.6

Consumption per Capita Growth Rata 6.6 -9.1 -5.7 1.7 5.6 6.1 -0.6 2.3 3.3

Total DOD (in USS million) 1,127.0 1,787.0 2,772.0 3,020.0 3,414.0 3,584.0 3,431.0 3,532.0 3,617.0

(of which IMF) (-) (87.0) (227.0) (319.0) (485.0) (392.0) (328.0) (96.0) (27.0)

(of which MLT) (1,127.0) (1.700.0) (2,545.0) (2,701.0) (2,886.0) (3,048.0) (3,102.0) (3,436.0) (3,690.0)

DOD/XGS LF 0.71 1.16 2.01 2.26 2.14 2.17 1.89 1.75 1.51

Debt Service MLT/XGS LA 0.123 0.154 0.298 0.304 0.211 0.250 0.293 0.259 0.289

Interest MLT (in US million) LR 104.5 155.8 283.6 279.7 249.0 273.0 301.0 316.0 305.0

Interest MLT/XGS Le 0.066 0.106 0.206 0.211 0.200 0.210 0.205 0.184 0.145

Oross Inveabment/CDY 17.3 14.4 9.9 8.2 7.4 8.8 10.0 13.2 14.2

Domestic Savings/CDY 11.7 11.3 14.0 12.1 12.3 10.6 18.4 14.0 15.3

National Savings/0NY 10.8 9.4 7.3 5.6 8.7 5.4 8.6 9.7 12.3

Marginal National Saving. Rato 0.087 -0.194 0.087 0.010 0.146 -1.10 1.20 0.30 0.30

Public Investment/GDP 5.3 7.2 4.1 2.7 2.9 3.5 3.6 3.6 4.0

ICOR (Constant Prices) 3.27 -1.44 -7.05 - 1.36 1.5 3.6 2.9 3.2

Exports/GDP / 15.0 18.8 24.5 24.4 23.5 21.8 22.6 22.5 23.0

Impor*t*6GDP L 21.1 17.1 20.3 17.8 18.6 19.7 19.0 20.4 20.8

Im -0 Elasticity 1.02 0.95 0.86 0.99 1.15 2.00 -0.40 0.90 1.60

Current Account (US$ million) -709.0 -235.0 -129.0 -108.0 74.0 -124.0 -12.0 -212.0 -119.0

Current Account/aDP -Q.07 -0.025 -0.024 -0.021 0.009 -0.027 -0.020 -0.035 -0.018

Resource Balance/DP -0.006 -0.005 0.042 0.040 0.048 0.029 0.050 0.013 0.017

Terms of Trade Index (1986 = 100) 104.1 91.1 90.6 88.9 10( 0 98.5 99.0 93.4 94.3

XGS (in US$ million) 1,593.7 1,46.6 1,376.6 1,327.0 1,592.0 1,656.7 1,815.0 2,021.0 2,403.0

I cluding IMF.

Lk Licreasing levels explained to a certain extent by amortizations of Central Government dollar bonds with a maturity of 1 year or more.

New issues and amortizations are large, but the net placement is small.

LS Exports of goods and NFS services.

L Imports of gooda and NFS services.
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Table 1.1i URiUGUAY - PPiLATIll STATISTICS

1963 1975 1985

thiwands % thousands I thusands %

Total 259L 10) 278 100 2940 100

Urban 2099 81 2314 63 2535 86
Rural 498 19 474 17 405 14

Age Structure

Less Then 15 years 722 28 753 27 782 27
15- 19 1568 60 1639 59 1696 58
Over 60 306 12 396 14 402 14

Sex

Nen 1291 50 1369 49 1432 49
1305 50 1419 -51 1509 51

Education

Illiteracy Rate 8.8 5.7 4.3

Source: Direccion Seneral de Estadistica y Cenmo.
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Table 1.2: URUGUAY - CHARACTERISTICS OF UNEMPLOYMENT IN MONTEVIDEO, 1981 - 1988
(percentage)

By Components By Age By Family Relation
Moving Quarters Unemployment -- -- ------------

Rate Unemployed New Entrants Covered by <= 25 ) 25 Head Other
to the L.F. Unempl. Irsur.1/

1981
April-June 5.67 3.69 .. 1.98 ., .. 1.03 4.64
May-July 5.93 3.85 .. 2.08 .. .. 1.59 4.34
June-August 6.50 4.22 .. 2.28 .. .. 1.76 4.74
July-September 7.01 4.65 .. 2.36 3.86 3.15 1.56 5.45
August-October 7.35 4.72 .. 2.63 3.86 3.49 1.95 5.40
September-November 7.38 4.68 .. 2.70 3.75 3.63 1.98 5.40
Oc ober-December 7.92 5.10 .. 2.82 3.74 4.18 2.02 5.90

1982
November-January 8.54 5.87 .. 2.67 3.92 4.62 2.16 6.38
December-February 10.08 6.57 .. 3.51 4.68 5.40 2.28 7.80
January-March 10.66 6.96 2.25 1.45 4.95 5.71 2.25 8.41
February-April 11.11 7.24 2.20 1.67 5.35 5.76 2.09 9.02
March-May 11.24 7.66 2.22 1.36 5.50 5.74 2.06 9.18
April-June 11.30 7.49 2.15 1.66 5.87 5.43 2.21 9.09
may-July 11.42 7.40 2.38 1.64 5.92 5.50 2.38 9.04
June-August 11.29 7.31 2.06 1.92 5.45 5.84 2.56 8.73
July-September 11.71 7.64 1.97 2.10 5.16 6.55 2.95 8.76
August-October 12.79 8.38 2.07 2.34 5.45 7.34 3.49 9.
Se tember-November 13.54 8.86 2.10 2.58 6.10 7.44 3.66 9.88
October-December 13.77 8.53 2.69 2.55 6.64 7.13 3.46 10.31

1983
November-January 14.02 8.51 3.06 2.45 7.17 6.85 2.80 11.22
December-February 14.38 8.97 3.24 2.17 7.15 7.23 2.92 11.46
January-March 15.91 10.46 3.28 2.17 7.80 8.11 3.08 12.83
February-April 16.08 11.24 2.75 2.09 7.68 8.40 3.27 12.81
March-May 16.52 11.50 2.94 2.08 8.19 8.33 3,45 13.07
April-June 16.05 !!.6 2.89 1.50 7.86 8.19 3.14 12.91
May-July 15.81 K.52 2.87 1.42 7.65 8.16 3.19 12.62
June-August 15.26 11.14 2.89 1.23 7.26 9.00 3.17 12.09
July-September 15.22 11.06 2.69 1.47 7.06 8.16 3.49 11.73
Ao.qust-October 15.28 10.99 2.93 1.46 7.09 8.19 3.92 11.36
:qatember-November 14.94 11.33 2.50 1.11 6.94 8.00 3.97 10.97
Octcber-December 14.59 11.13 2.62 0.84 7.11 7.48 3.51 11.09

1984
November-January 14.78 10.94 3.12 0.72 7.40 7.38 3.28 11.50
December-February 14,90 10.20 3.71 0.99 7.71 7.19 3.03 11.87
January-March 14.57 9.96 3.72 0.99 7.39 7.18 3.29 11.28
February-April 13.99 9.75 3.32 0.92 6.66 7.33 3.26 10.73
March-May 14.16 10.26 3.10 0.00 6.75 7.41 3.30 10.86
April-June 14.07 10.04 3.09 0.94 7.01 7.06 2.81 11.26
May-July 14.31 10.00 3.41 0.90 7.23 7.08 2.74 11.57
June-August 14.66 10.11 3.82 0.73 7.46 7.20 2.71 11.95
July-September ;4.68 10.33 3.82 0.53 7.16 7.52 3.(6 11.59
August-October 14.02 9.61 3.94 0.47 7.25 6.77 2.69 11.33
Se tember-November 13.42 8.96 3.87 0.59 6.63 6.79 2.55 10.87
October-Deceaber 12.73 7.94 4.12 0.67 6.69 6.04 2.06 10.67

1985
November-January 13.22 8.68 3.83 0.71 6.65 6.57 2.11 11.11
December-February 13.27 9.27 3.41 0.59 6.74 6.53 2.41 10.86
January-March 13.65 9.87 3.24 0.54 6.57 7.08 2.82 10,83
February-April 13.36 9.57 3.33 0.46 6.87 6.49 2.87 10.49
March-May 13.19 9.21 3.52 0.46 6.84 6.35 2.72 10.43
April-June 13.15 9.17 3.56 0.42 6.93 6.22 2.56 10.59
May-July 13.65 9.47 3.74 0.42 7.09 6.56 2.74 10.91
June-August 13.34 9.52 3.40 0.47 6.90 6.44 2.55 10.79
July-September 13.56 9,49 3.69 0.38 7.00 6.56 2.79 10.77
August-October 12.98 8.96 3.63 0.39 6.73 6.25 2.60 10.39
Settember-November 12.71 8.25 4.04 0.42 6.96 5.75 2.50 10.21
Oc ober-Deceaber 11.96 7.25 3.Af 0.59 6.55 5.41 2.54 9.42

continue;
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Table 1.2: URUGUAY - CHARACTERISTICS OF UNEMPLOYMENT IN MONTEVIDEO, 1981 - 1988
(percentage)

By Components By Age By Family Relation
Moving Ouarters Unemployment ------------------

Rate Un2mployed New Entrants Covered by (= 25 )25 Head Other
to the L.F. Unempl. Insur,l/

1986
November-January 10.83 6.98 3.19 0.66 5.79 5.04 2.20 8.63
December-Februdry 11.24 7,40 3.22 0.62 5.89 5.35 2.21 9.03
January-March 12.02 8.01 3.53 0.48 6.58 5.44 2.02 10.00
February-April 12.34 8.33 3.91 0.50 6.74 5.60 2.56 9.78
March-May 12.03 8.16 3.35 0.52 6.47 5.56 2.78 9.25
April-June 10.70 7.80 2.35 0.55 5.54 5.16 3.07 7.63

-July 11.16 7.81 2.81 0.54 5.87 5.29 2,98 8.33
Me-Auust 11.26 7.78 2.94 0.54 .91 5.35 38
Junegtetber 10.92 7.17 3.19 0.56 5.60 5.32 2.22 8.70
August-October 10.04 6.72 2.83 0.49 5.21 4.83 2.00 8.04
September-November 9.61 6.72 2.50 0.39 5.05 4.56 1.67 7.94
September-November 4.51 a/ 5.10 a/
October-Decesber 9.21 6.33 2.54 0.34 1.67 4.54 1.49 7.72

1987
November-January 8.96 6.24 2.40 0.32 4.54 4.42 1.44 7.52
December-february 8.85 6.04 2.47 0.34 4.71 4.14 1.36 7.49
January-March 9.79 6.64 2.86 0.29 5.05 4.74 1.53 8.26
February-April 10.20 7.16 2.71 0.33 5.20 5.00 1.58 8.62
March-May 9.90 6.87 2.67 0.36 4.76 5.14 1.65 8.25
April-June 9.14 6.24 2.40 0.50 4.53 4.61 1.57 7.57
May-July 9.13 5.82 2.70 0.61 4.72 4.41 1.63 7.50
June-August 8.73 5.61 2.43 0.69 4.52 4.21 1.65 7.08
July-Sep teber 8.89 6.07 2.16 0.66 4,19 4.70 1.67 7.22
Auqust-Octaber 8.31 5.53 2.26 0.52 4.13 4.18 1.43 6.88
Seteuber-Noveber 8.76 5.53 2.70 0.53 4.50 4.26 1.39 7.37
October-December 9.35 5.44 3.24 0.67 5.13 4.22 1.47 7.88

198
November-January 9.86 5.93 3.11 0.82 4.97 4.89 1.72 8.14
December-February 10.29 6.09 3.26 0.95 5.17 5.12 1.92 8.37
January-March 10.20 6.05 3.31 0.84 5.35 4.85 1.85 8.35
February-April 9.80 5.88 3.17 0.75 5.44 4.36 1.52 8.28
March-May 9.36 6.07 2.78 0.51 5.37 3.99 1.43 7.93
Aril-June 8.75 5.97 2.25 0.53 4.89 3.86 1.29 7.46

-July 8.30 5.75 2.18 0.37 4.62 3.68 1.39 6.91
un gust 7.76 5.41 1.95 0.40 4.39 3.37 1.08 6.68

July-September 8.46 5.50 2.45 0.51 4.62 3.u4 1.35 7.11

1/ Until Dec.81-Feb.82 includes those who were new entrants to the labor force.
21 From this trimester on the age groups are: less than 25 yrs and 25 yrs or more.

Source: Direccion General do Estadistica y Censos, Monthly Bulletin.



Table 2.1: IRMY - 05 IESTIC PitMICI BY SECTO, 1970-1987
(In aillions of IU)

1970 1971 1972 1973 1974 1975 1976 1977 1973 1979 1990 1991 1982 19 9 194 1985 1996 1997

Agriculture 1/ 67 83 195 427 659 844 1190 2156 2965 5941 8644 9641 9590 1510 2911 5095 105309 183115
Fishery .. 2 3 7 16 36 81 179 216 346 352 876 1600 2629 4487 9 14
Manufacture 2/ 114 136 212 49 947 1756 265 4132 6363 13603 20603 24152 21724 3=556 67279 119099 217942 39345
Electricity, Gss and Water 8 10 16 41 93 145 215 249 366 562 1195 1774 257 4209 659 13229 24277 42568
Constructim 20 2B 45 81 155 336 504 725 1326 2544 4182 5965 6494 521 699 9456 16900 34751
Cource 71 92 143 313 592 1098 1700 2940 4359 803 12273 15436 12426 1799 30255 54940 101157 173642
Transport and Communicatios 45 57 86 163 319 542 815 1195 1709 2993 5093 6982 79 11617 17304 29891 56349 92133
Banking and Financial Inst. 21 22 50 97 146 329 552 745 133 2471 4021 559 6802 10489 19457 39496 70500 119993

Lqsing 27 36 47 68 119 320 550 946 1789 235 360 9456 13327 16497 2026 3055 42957 7961 -
Sovernment Srvices 77 96 125 294 55 91 1364 172 2914 4856 8490 1295 15406 189 25765 48147914 8 7 152326
Other 3/ 66 79 120 25 469 951 1310 2149 3157 537 9482 13604 1355 21943 31796 5222 104649 1007 

60P at Factor Cost 516 629 1029 2217 4036 7109 10874 17145 26292 4975 79539 105903 111961 162132 256135 457655 635914 1454345

Indirect Taxes - Subsidies 97 93 213 344 510 1059 1764 2770 4639 7867 12665 1650 16735 22974 38224 70497 13520 246214

60P at Market Prices 613 722 1242 2%1 4546 8166 12639 19915 30930 57625 92204 122453 129696 195006 294359 298152 971734 1700559

! For 1970-72, includes Fishing.
V For 1970-72, includes Mining and Guarrying.
3/ For 1973-05, includes Mining and Guarrying.

Sorce; Central Bank.



Table 2.23 IRM Y - SROS MISTIC PROMI Y T9S , 1970-1907
(In millions of 1978 NI)

1970 1971 1972 1973 1974 1975 1976 1977 1979 1979 1980 1981 1982 1993 1984 1985 1996 199

Agriculture 3190 2979 2659 2730 2922 2971 3019 3102 2965 2916 3275 3439 3200 3245 3025 3163 339 3419
Fishery 17 17 24 22 20 30 39 54 91 117 133 157 132 157 146 152 149 147
Hanufacture 11 b059 509 5167 5122 5230 S6 5700 6019 6363 6915 699 6662 5536 5148 5292 5207 537 6481
Electricity, Gas and tater 281 295 293 302 284 314 324 339 366 379 40 4 435 4 443 455 474 513
Constructim 696 730 720 597 6% 976 989 1015 1326 1490 1546 1593 1545 1026 913 639 627 692
Comerce 3%1 3348 3261 3239 345 3644 3975 403 4359 4677 5183 5327 4195 3731 3597 3574 3997 421
Traspurt and Communications 1485 1518 1468 1479 1503 1%3 1664 1712 1709 1895 2041 2025 1902 1717 1711 1740 1910 1996
Housing 1742 1746 1753 1755 1744 1746 1742 1764 1789 1798 1930 1849 1859 1864 182 1921 1930 1939
Other 2/ 6057 6270 6331 6506 6693 7041 7240 6907 7434 7937 9204 8692 9625 9399 9348 9571 89205 92

--j
LA1

SDP at Factor Cost 21968 22000 21675 21752 22415 23746 24700 24974 26292 27914 29600 30173 27319 25720 25347 25427 27118 29449

Indirect Taxes - subsidies 3809 30 3911 3927 3968 4184 4343 4410 4639 4924 5209 5296 4819 4537 4469 4479 4761 500

GDP at "iarket Prices 25957 2599 25 25579 26385 27930 29043 29384 30930 32938 340 35469 32139 30257 29816 29905 3189 33454

1/ For 1970-72, includes Iining ad Guarrying.
2/ For 1973-5, includes lining ad uarrying.
31 Preliminary.
Source: Cttral Bak, illetin liN. 50 ad 70.
Ippral ..p31'agpra32. .p5B'agpra63. .p1'appra91..pl2Wagpa



Table 2.3: LRM1Y - ROSS IDESTIC PRIUCT 8Y EIPEITURE, 1970 - 1987
(ilillios of 0) .

1970 1971 1972 1973 1974 1975 1976 1977 1979 1979 1990 1981 1982 1983 1984 1985 1986 1997

Consumpti 540 640 1091 22 4143 7360 10862 17469 26740 50230 91372 10983 114176 163139 253133 463993 68161 1507724
Private 448 522 939 1844 3463 6244 9107 15018 22919 43431 69990 91147 94076 137485 216292 394839 720319 1290795
Public 92 118 153 364 690 1116 1755 2451 3921 6799 11482 17336 20100 25653 36851 69154 127842 216929

Gross Domestic Investment 69 91 147 322 525 1102 1971 3028 4951 9975 15994 1902 19555 18427 29115 43071 72049 15233
Fixed Investment 69 93 121 229 465 1090 1952 3030 4943 9312 15422 19205 19392 20329 27331 39208 71022 14455
Chanes in stock .. 8 26 93 60 12 -81 -2 6 663 572 -403 -827 -1902 1784 3863 1027 13674

Resource Gap 8 9 -4 -31 122 296 95 582 761 250 5162 4832 4035 -344 1 -12111 -2100 -51524 -3602 m
lmertc 91 O0 174 323 763 1613 2445 4356 6291 11990 19023 22819 22107 41259 59954 1056 175513 31547
Exports 73 71 178 354 641 1317 2350 3774 553O 9400 13861 17987 19072 44700 72065 1?6745 227097 350449

Gross Dmsestic Product 601 722 1242 2561 4546 9166 12638 19915 30930 57625 92204 12453 129696 195006 294359 529152 971734 1700559

Net Factor Income -6 -5 -20 -22 -51 -160 -266 -320 -467 -454 -913 -797 -2447 -997 -20232 -355B -41613 -63W

Gross National Product 595 717 IM 2539 4495 8006 12372 19595 30463 57171 91291 121656 126249 175109 274127 492564 93012 1637002

IM transters 2 2 10 16 21 16 28 31 43 56 79 105 129 378 559 1113 3185 2475

Gross Domestic Savings 61 82 151 353 403 806 1776 2446 4190 7395 10832 13970 14520 21868 41726 64159 123573 192835

Gross National Savings 57 79 141 348 313 661 1538 2157 3766 6997 9999 13278 12202 12349 2155 29684 85745 131753

Sources Central Bank, Bulletin Nos. 58, 70. IMD Econmic Report, 1972.
V1 Preliminary.
Note: Met Factor Incame ad Net Transfers in 15$ ere taken from G0P ad transformed into Current ll using the average exchange rate calculated by tie Central Bank.



Table 2.4t IUMY - GROSS 00ESTIC PRODT BY EIPENDITME, 1970 - 1987
(Millios of 1978 W)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1990 1981 1982 1993 1994 1995 1986 1997

CEnsuaption 24175 24169 23462 25570 2540 26092 25624 25A23 26740 29465 30476 31416 28709 26209 24845 25248 27355 29685
Private 20272 20520 20323 22382 21986 22758 22239 22156 22919 24163 26232 26854 24257 21886 20498 20764 22711 24903
Public 3903 3649 3139 3190 3418 3334 3585 3465 3821 4302 4244 4562 4452 4322 4347 4484 4644 4792

Gross Domestic Investment 2953 3292 2755 2319 2409 3057 3698 4335 4951 6132 6461 58B9 4815 3052 3110 2524 2510 3144
Fixed Investment 2953 3!06 2533 2021 2238 3141 4031 4321 4943 5882 6255 6067 5165 3471 3009 2310 2499 2976
Chane in stock 0 186 222 298 171 -84 -333 14 8 250 206 -179 -350 -419 101 214 11 168

Resource Gap 1745 2339 1969 2310 1430 1219 479 574 761 1759 2129 1835 1386 -997 -1861 -2133 -2014 -625
laports 4753 5131 453 5153 4861 5305 5425 W4 6291 7652 8235 8319 7187 5701 483 4969 6132 6750
Exports 300 2792 2594 2843 3431 4086 4946 !300 5530 5893 6106 6483 5901 6699 6744 7102 8146 7375

Gross Domestic Product 25393 25122 24248 25579 26383 27930 29043 29384 30930 32938 34809 3569 32138 30257 29816 29905 31879 33454

Terms of Trade Adjustment 1276 1762 2074 2805 653 245 268 -211 0 111 -106 74 74 -522 -75 -1141 -214 114

Gross Domestic Income 26659 268B4 26322 29384 27036 26175 29311 29173 30930 32949 34702 35M3 32212 29735 28941 29764 31665 3358

Mt Factor Income -353 -321 -524 -347 -325 -528 591 -432 -467 -290 -395 -291 -796 -1619 -209 -2015 -1365 -1250

Gross National Prodh--t 21 26306 2653 25799 29037 26711 27648 kd20 29741 30463 32659 34307 35252 31417 29116 26892 26749 30300 32318

Nt transfers 135 135 254 261 133 51 63 42 43 36 34 38 42 52 46 52 132 53

bross Domestic Savings 21 2484 2715 2960 2914 1632 2093 3487 3550 4190 4484 4226 4127 3503 3527 4096 3516 4310 3893

Gross National Savings 2/ 2266 2529 2590 2728 1440 1607 2959 3160 3766 4230 3866 3874 2750 1961 2093 1553 3077 2686

Source: Central Bank.
I/ Preliminary.
2/ Adjusted for terms of trade.
Notei Not Factor Income and Net Transfers in Current NU deflated by Domestic laports deflator



- 78 -

Table 2.5M1JAY NATICK EAli$S PROJECTIONS, 1988-92
(Constant 1986 Prices)

Projections

1988 1989 1990 1991 1992

Gross Doestic Product a.p. 1045195 1086190 1131829 1179431 122900
Terms of Trade Adjustment -1736 -8534 -13346 -12893 -12901
Gross Domestic Income 1043459 1077656 1118483 1166539 1216179

Resource Sap -35111 -13141 -9532 -13515 -13228
Imports of MFS 197361 220603 2292M 237525 253673
Exports Adj. For TTrade 232473 233744 238788 251040 266901
Exports of OFS 230737 225210 225442 238146 25400

Total Consuption 903503 933763 961357 992144 1030383
Private 769269 796091 820243 847503 882126
Government 134314 137672 141114 144641 148258

Gross Domestic Invustmnt 104764 130753 147594 160879 17258
Fixed Investment 104519 130343 147139 160403 172071
Changes in Stocks 245 410 456 476 496

Sources Vorld Bank.



Table 3.1: t~UIl - MUF IM T9, 1973-1197
11ulliw4 Of M0)I

1973 1974 1975 1976 1977 197 1979 190 1%1 '192 1993 194 195 196 1997 41

EWIS OF M & W6 940. 499.5 51.1 6%.2 10.6 912.9 1199.4 1526.0 1fi6.6 133.8 1300.1 129.4 12Ø.5 1502.9 1%5.1
&t~hediu IF.0.S.) 327.6 31.2 5.0 565.0 611.6 6.1 7W.1 10.5 1215.4 1022.9 100.1 92.6 953.6 1097.9 119.1
ft-factor wrvin 92.2 11.3 1.1 131.2 197.0 26.8 410.3 467.5 451.2 2.9 255.0 364.9 3%b.9 415.0 376.0

ilOM UF M 4 W9 366.5 592.4 676.3 75.1 W7.1 970.2 1471.2 21Z.3 2M0.7 1601.7 1194.4 107.0 1017.6 110.3 1440.8
%rchrdiu IF.0..) 249.6 433.5 49W.1 536.6 69.7 709.8 1125.9 1650.8 I5P. 103.4 739.7 732.3 675.4 814.5 1C57.8
Nw-factor ~ mrvics 117.9 159.9 192.2 ME.5 27.4 260.4 30.3 475.5 491.3 54.3 454.7 336.7 342.2 365.B I3.0

FE~RI U 43.3 -92.9 -125.2 -4.9 -9.5 -V.3 -22. -6003 -414.1 -»4.9 105.7 22.4 232.9 322.5 124.3

lt Fatr Incw -25.1 -42.6 -71.2 -72.4 -67.9 -76. -7.O -100.4 -73.9 -1%.9 -27.9 -361.6 -351.9 -279.0 -219.1
Factor Peceipts 5.7 4.7 3.8 6.9 11.6 18.4 W.0 67.7 145.6 1.1 62.5 97.2 76.5 92.7 102.9
Fater Payats 3D. 47.3 75.0 79.2 79.5 95.2 107.9 1d.1 219.6 344.0 350.3 4.9 42B.3 370,7 371.0

lt Currmt Trasfrs 18.9 17.4 6.9 7.7 6.6 7.1 7.1 9.7 9.7 10.4 11.0 10.0 10.8 25.3 22.0
Tranfør Rceipts 19.9 22.2 10.9 11.5 8.4 8.9 9.2 11.2 12.5 13.4 14.1 13.0 15.2 29.6 26.5
Transfer Payets 1.0 4.9 4.0 3.9 1.8 1.7 2.1 2.5 2.9 3.0 3.1 3.0 4.4 4.3 4.5

00ÆNT BU 37.1 -118.1 -189.5 -73.6 -1.6 -27.0 -323.5 -6M2.0 -47.2 -41.4 -171.1 -29.2 -109.1 69.9 -21.

olrmct Invstm~t Il 0.0 0.0 0.0 0.0 0.0 12.9 215.5 2N.3 49.6 13.7 2.6 0.0 0.0 0.0 0.0

Polic HLT Lo~ns inet) 11.0 163.9 102.4 75.5 3.5 50.2 k36.1 200.0 25.0 3M2.0 O.I 62.1 22.0 121.0 170.0
eibuh 1nts 93.2 29. 216.6 224.1 225.7 416.2 190.9 2M3.0 29.6 432.5 502.0 19.3 423.0 209.0 230.0
Airtizatif 72.2 125.5 182.2 149.6 197.2 366.0 54.8 93.0 60.6 70.5 93.9 127.2 141.0 ØB.0 80.0

Private ILT Lomns (nt) 1.0 62.7 17.0 123.2 1691 -20.9 119.6 -9.1 206.1. -45.1 -31.0 10.0 -112.9 -,1 40.5

øter ILT Inet) 2/ 33. -114.9 14.2 26.9 -4.2 -26.9 -52.7 -39.7 -16. 4.4 3%.5 -2.1 49.1 -37.7 43.

klt "rdit fre IF -5.2 39.1 43.3 29.3 -11.4 -148.3 0.0 0.0 0.0 %.0 141.4 -0.2 92.0 45.0 -0.0

lIt ~mrt le Capital -35.1 -. 5 -. 3 -6.4 37.7 -33.3 120.4 302.5 182.2 613.J -4.0 -3.1 -249.6 -^.4 154.9

Capital fls *.@.1. 3/ -U.0 -4.9 0.0 -0.0 0.0 5.1 -25.6 7.9 9.3 1Ø.8 26.7 133.9 -4.0 4.6 -2.2

Chne in Remrv -1.2 41.7 6M.9 -113.J -113.5 12.9 -66.5 -153.4 -47.6 50.3 -197.3 ».2 5.0 -274.4 -44.5
l- Indicats na~ )

Errr, & hisin -».4 -3.0 -43.0 -10.0 63.2 159.3 -n3 91.5 -141.6 -1.5 -02.9 -U3.6 159.7 207.9 -93.1

1/ 1973-1977 incidd is Private MLI Lons.
2/ Total pblic L lons.
3/ Incid~ gold rmaloatu.
4/ prelnary.
Smrce Omtral k , tatstikal Iklitin, kpt.V2, Doc.i4 l larch %; BF.
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Т�41г3.3i 11i � M1T - Е1 � 0118 (F � 1 ВУDE8f1l11�Т1 С�1, 1910-1987
jThou� of UЕй)

1410 1911 1412 1913 19)4 191! 1916 19 Л 19>g 1474 1990 1981 1482 19BS 1984 1985 14 � i991

M1L 23'1.7 209.7 214.1 321.8 31Q.2 3BS.8 564.9 607.! бВб.1 18В.1 1038.3 1215.0 107l.4 1045.1 424.b &13.6 10 �3.1 цбb.4

A6lYG1 Q0.0 l1.3 34.5 Q.7 1St.4 139.3 209.1 231.5 323.1 409. В 4В1.7 4ЗQ.1 402.2 36Z.1 384.8 511.4 SЫ ,3 цб1.2

latin Awr1n fn в
Tnde As� iitian Я .1 Ч . О ?6.S 32.2 138.J 112.1 139.1 151.3 14 �,.2 316.8 3'13.4 317.1 3l4.4 211.1 241.3 2Я . В 121.! 3lB.S ' �

of М>дди Arq � itL и ь. з б. о 4.1 в. о ц . о Я .б 27.7 36s 3ел 97.7 142.3 ц1.7 109.1 41.о 83. з b3.1 ®.7 цз.2
Вга 11 l2.3 21.1 ц.3 1s.4 9t.1 ы .з тl. ь 4ь.ь 1�а. з 182.в 141.о 169.ь цb. в 141. з и4.! 1а .4 2эl. ь 2D1.1

� ihd 8t вto � l4.8 9.7 7.3 10.4 14.1 25.7 61.0 97.5 120.1 84.3 В1.7 93.6 iS.S i02.2 123.9 125.b 124.5 175.1

Otlrrt 1.2 0.6 0.6 O.b 1.6 1.S 9.0 b.1 6.9 ®.1 4.6 11.7 12.3 12.3 16.4 11.5 13.3 17.0

В18рЕ 160.1 129.6 163.3 241.6 19у.1 19).7 2Н1.1 28S.S 29I.7 3ц.8 430.1 4 Вд.4 340.9 3TZ.3 291.0 270.3 3l1.8 43@.1

Еигорев� Со� т Ми lггt 8l.1 79.4 8@.б 149.8 106.6 130.5 19l.3 18 В.3 715.0 26l.7 301.0 336.3 242.2 207.7 1&1.0 174.0 2В1.4 33i.1 �
�

6гарыпFr[ г1nd � Аи . 21.0 19.7 � .1 12.9 11.5 10.7 71.6 30.1 В.9 14.2 19.2 Zb.1 2В.7 Т3.9 Z.2 19.1 20.2 33.2 '"''
1

Ев р�гn Еиоре 18.1 9.9 16.1 37.9 40.5 28.8 18.b 38.3 44.b 28.4 BD.3 92.4 101.0 8l.S 73.5 69.3 49.0 66.@

9� 1п 7.2 6.2 25.8 3).3 7l.9 ц.9 23.7 12.8 10.3 17.3 1.3 4.! 8.9 6.1 6.9 7.0 .. ..

Otlart 15.1 11.4 7.S 3.9 14.1 17.7 20.4 13. В 11.0 10.2 22.6 14.1 10.1 4.1 З.4 1.1 4.2 2.0

ОПв10 аМ1R1Е8 U ?!. б ц .8 1b.3 36.0 32.1 16.8 73.9 70.3 65.2 16.! 143.4 2Я .1 229.А 360. Т 214.0 20В.2 174.3 � 6.1

ц Lкlndi м i аиll огаlебм ports.
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Table 3.71MN Y MM OF PAYSTS PROJECTIONj 19*-92
(M sillions at Current Prices)

Projections

1908 1989 1990 1991 1992 1993 1994 1995 1996

Ex" of Swds I NFS 1720 1657 1935 2085 22B4 2507 2787 3100 3451
rerchandise VOB) 1361 1471 1539 1660 1824 2002 2223 2469 2745
W actor Services 359 386 396 425 461 505 564 631 705

IW U of Nods & WS 1460 1753 1657 1972 2171 2355 2594 2864 3158
Nerchandise (FOB) 1135 1351 1437 1533 1705 IBM 2050 2270 2509
W actor Services 325 401 42D 439 466 499 544 594 649

RrAne Balance 260 104 77 112 113 152 192 236 m

Not Factor Inc m -293 -297 -312 -279 -259 -245 -228 -242 -225

Net Car m t Transfers 21 22 23 24 25 27 a 29 31

Current Account Balance -12 -171 -212 -143 -119 -67 -9 23 99

Direct Investment 0 5 15 15 15 15 20 20 20

LT Lam 110 156 179 89 65 52 1 -24 -96

Other LT Inflows (not) 0 0 0 0 0 0 0 0 0

Other Itm (.wt) 1/ 2 32 39 39 39 39 39 39 39

Chm" in Not Reserves -100 -22 -20 0 0 -39 -52 .59 -62

U Includes wors and missions.

&mrcm Vorld Bank.
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Table 3.81 1MY - EXPORTS PRJIECTIS, 19M -1992

Projections

19K 19S9 1990 1991 1992

EXPORTS (mill. of 1S) 1360.8 1471.1 1539.0 1659.7 1923.9

Mool 310.1 313.5 323.2 3562 392.6
Beef 134.9 136.8 140.2 153.2 179.8
Fish 69.0 77.0 8.5 94.1 0.7
Hides 94.6 115.7 123.3 129.9 145.0
Textiles & Clothing 119.6 133.6 143.7 154.6 167.7
Rice 94.3 97.8 75.2 0.3 85.7
Dairy Products 50.9 57.4 61.7 66.4 72.0
"anufactured Soods 384.5 433.2 466.1 501.5 543.8
Other Goods 104.1 116.2 125.0 134.5 148.6

EXPRS (aill. of 1986 S) 1227.8 1277.9 1339.5 1397.9 1482.0

Mool 239.2 241.6 248.8 256.3 264.0
Sef 168.3 170.9 179.3 183.6 202.0
Fish 61.4 64.5 66.4 68.4 70.4
Hides 74.7 85.9 90.2 92.9 102.2
Textiles & Clothing 112.4 119.1 126.3 133.9 141.9
Rice 84.9 0.7 82.3 93.9 85.6
Dairy Products 47.0 49.9 52.9 56.0 59.4
Fanufactured Goods 344.4 365.0 386.9 410.1 434.7
Other Goods 95.6 100.4 106.4 112.9 121.8

Source: World Bank.
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Table 3.91 IRIOY - IINSTS PROJECTION, 1988 - 1992

1988 1989 1990 1991 1992

Isports CIF (mill. of 1986 US$ 1199.7 1426.6 1516.7 1617.1 1797.1

Food 36.5 38.0 39.7 41.2 44.0
Other Comuser 6oods 105.4 117.1 122.4 129.0 137.7
Petrolau 135.3 185.1 198.0 213.1 235.1
Intermediate 749.9 861.9 917.6 992.8 1054.1
Capital 6oods 172.7 224.5 240.0 251.0 326.2

lports CIF (ill. of 1986 US) 1071.3 1184.2 1233.3 1279.6 1377.5

Food 34.3 35.1 35.9 36.5 37.4
Other Consuser Soods 93.3 96.5 99.4 102.7 106.9
Petroleus 127.4 157.4 157.4 157.4 161.4
Interediate 663.6 710.2 745.7 783.0 819.5
Capital Goods 152.8 185.0 195.0 200.0 253.3

Sourcei t1Drld Bank.



TABLE 4.1 - URUGUAY
SERVICE PAYMENTS. COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXT ERNAL PUBLIC DEBT

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31. 1987
INCLUDES ONLY DEBT COMMITTED 000000 - DEC 31. 1987

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

* * * TABLE TOTAL * * *
DATE DEBT OUTSTAkDING AT : TRAN S ACTIONS 0 URING PERI 0 D OTHER CHANGES

. END OF PEZ!D :

: DISBURSED INCLUDING COMMIT- DISBURSE- S E R V I C E P A Y M E N T S CANCEL- ADJUST-
: ONLY UNDISBURSED MENTS MENTS ----------- --------------------- LATIONS * MENT **

PRINCIPAL INTEREST TOTAL
: (1) (2) (3) (4) (S) (6) (7) (8) (9)

198212 1.700.227 2.257.217 446.830 432,519 70,452 155.757 226.209 39.080
198312 2.510.329 3.065.629 502.777 501.277 93.918 210.130 304.048 3.241 581.639
198412 2.527.825 3.251.179 358.484 189.388 126.245 283.631 409.876 - -46.689
198512 2.695,105 3.286,705 154.573 219,975 124,215 279,698 403.913 60,215 65,383
198612 2.886.367 3.402.097 226.350 207.864 87.737 249,198 336.935 95.068 71.847
198712 3.040.681 3.653.432 347.522 229.559 132.962 267.221 400.183 23.316 60.091

* * * THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 2.951.370 3.354.509 - 209.135 236.289 305.939 542.228 477 -62,157
198912 2.806.413 3.080.982 - - 128.570 272.075 287.143 559.218 - -1,452
199012 2.533.141 2.719.546 - 88.163 361,436 260.893 622.329 - -
199112 2.276.405 2.392.661 - 70,149 326.885 232.932 559.817 -
199212 1.959.851 2,026.460 - 49.646 366.201 205.300 Z71.501 - -
199312 1.594.388 1.630.288 - 30.709 396.172 172.414 568.586 - -o
199412 1.184.370 1,201.975 - 18.296 428.314 135.628 563.942 - 1 00
199512 784.814 790.440 - 11.980 411.536 96.053 507.589 - 1 1
199612 376.698 376.702 - 5,623 413.739 57.019 470.758 - I
1997t2 302.908 302.912 - - 73.790 26.095 99.885 -
199812 231.575 231.579 - - 71.334 20.451 91.785 - I
199912 171.136 171.140 - - 60.440 14.837 75,277 - I
200012 13Z.091 133.095 - - 38.044 10.486 48.530 - -1
200112 99.926 99.930 - - 33.166 7.816 40.982 - 1
200212 72,415 72.419 - - 27.511 5.316 32.827 - -
200312 59,781 59.785 - - 12.635 3.614 16.249 - 1
200412 49,006 49.010 - - 10.775 2.841 13.616 - -
2n0512 38,243 38.247 - - 10.763 2.171 12.934 - -
200612 27,528 27.532 - - 10.715 1.507 12.222 - -
200712 19.636 19.640 - - 7.893 901 8.794 - I

* Projected amounts In this column are amounts excluded from projections because of unknown terms.

This column shows the amount of arithmetic imbalance In the amount outstanding including undisbursed from one period to
the next. The most common causes of Imbalances are changes In exchange rates and transfers of debts from one category
to another in the table.



TASLP 4. 2 -JRVGUAV
SERVICE PAYMENTS. COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEST

PROJECTIONS BASED ON DEBT OUTSTANCING INCLUDING UNDISBURSED AS OF DEC 31. 1987
INCLUDES ONLY DEBT COMMITTED 000000 - DEC 31. 1987

DEBT REPAYABLE IN FOREIGN.CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

1 CREDITOR TYPE : MILTILATERAL LOANS
* * * TOTAL * * *

DATE DEBT OUTSTANDING AT : TRANSACT 0 NS DURING PERID 0 0 OTHER CHANGES
: END OF PERIOD

: DISBURSED INCLUDING COMMIT- : DISBURSE- S E R V I C E PA Y ME NT S CANCEL- ADJUST-: ONLY UNDISBURSED MENTS : MENTS :----------- ----------- :----------- LATIONS * MENT **
PRINCIPAL INTEREST TOTAL

: (1) : (2) : (3) (4) (5) (6) (7) (8) (9)

198212 200.789 569.636 1.983 37.178 13.961 16.233 30.194 207 -1983S2 214.049 601.112 55.000 34.509 19.800 16.250 36.050 2.281 -1.443198412 238.853 759.201 206.000 72.717 25,180 17.610 42.790 - -22.731198512 304.484 730.634 4.000 51.271 29.264 23.880 53.144 40.215 36,912
198612 393,254 716.115 63.224 71.675 33.112 30.029 63.141 94.835 50.204198712 550.687 1.000.109 259.500 114.213 33.876 37.687 71.563 20.316 78.686

THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 573.681 934.621 - 88.482 65.482 52.155 117.637 - -6 -198912 610.496 865.207 - 106.229 69.414 54.160 123.574 - -
199012 612.946 790.007 - 77.650 75.200 54.094 129.294 - -
199112 599.043 712.914 - 63.190 77.093 52.252 129.345 - -199212 562,604 629,154 - 47.321 83.760 49.205 132.965 -
199312 503.033 538.932 - 30.651 90.222 44.367 134.589 -
199412 437.766 455.370 - 18.296 83.563 38.593 122.156 - I199512 375.631 381.256 - 11.980 74.115 32.891 107.006 - 1199612 317.834 317.837 - 5.623 63.420 27.719 91.139 - I
199712 257.332 257.335 - - 60.502 23.006 83.508 -
199812 199.296 199.299 - - 58.036 18.373 76.409 -
199912 145.535 145.538 - - 53.761 13.769 67.530 -
200012 109.628 109.631 - - 35.907 9.819 45.726 -
200112 78.615 78.618 - - 3*.013 7.203 38,216 -
200212 53.272 53.275 - - 25.343 4.757 30.100 -
200312 42.735 42,738 - - 10.537 3.109 13.646 -
200412 33.965 33.968 - - 8,770 2,391 11.161 -
200512 25.195 25.198 - - 8.770 1.776 10.546 -
200612 16.439 16.442 - - 8.756 1.161 9.917 -
200712 10.522 10.525 - - 5.917 607 6.524 -

* Projected amounts In this column are amounts excluded from projections because of unknown terms.
** This column shows the amount of arithmetic imbalance in the amount outstanding Including undisbursed from one period to.the next. The most common causes of Imbalances are changes in exchange rates and transfers of debts from one category



TABLE 4.3 - .AUGUAY
SERVICE PAYMENTS, COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEBT

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31. 1987
INCLUDES ONLY DEBT COMMITTED 000000 - DEC 31. 1987

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE :ILATERAL LOANS
* * * TOTAL * * *

DATE DEBT OUTSTANDING AT TRANSACTI NS DURING PERI 0 D OTHER CHANGES
: END OF PERIOD

: DISBURSED : INCLUDING COMMIT- DISBURSE- S E V I C E P A V ME NT S CANCEL- ADJUST-
: ONLY : UNDISBURSED MENTS MENTS ----------- ----------- ----------- LATIONS * MENT **

PRINCIPAL INTEREST TOTAL
: (1) (2) (3) (4) (5) (6) (7) (8) (9)

198212 163.205 225.585 14.850 30.395 12,781 8.230 21.011 389 -
198312 160.494 215.854 4.509 10.923 12,172 8.779 20,951 188 -116
198412 146.316 202.128 2.000 1.215 14.653 9.750 24.403 - -1.073
198512 136.096 193.024 3,570 3.029 14.913 8.188 23,101 - 2.239
198612 103.740 155.647 4.119 9.698 8.880 7.001 15.881 157 -32.459
198712 98.639 148.721 3.510 3.119 10.201 6.020 16.221 3.000 2.765

* * * THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 118.779 141.17e - 27.206 7.047 7,t45 14.192 477 -19
198912 124.598 130.956 - 10.041 10.223 7.800 18.023 - 1
199012 113.050 113.394 - 6.013 17.562 7.484 25.046 - -
199112 98.367 98.502 - 209 14.892 6.262 21.154 - -
199212 85.687 85.746 - 75 12.756 5.207 17.963 - -
199312 75.671 75.672 - 58 10.074 4.43' 14.511 - - 0
199412 65.584 65.585 - - 10.087 3.760 13.867 - -
199512 55.484 55.485 - - 10.100 3.117 13.217 - -
199612 45.364 45.365 - - 10.120 2.455 12,575 - -
199712 36,576 36.577 - - 8.788 1.820 10.608 - -
199812 27.779 27.780 - - 8.798 1.271 10.069 - 1
199912 25.601 25.602 - - 2.179 722 2.901 - 1
200012 23.463 23.464 - - 2.137 667 2.804 - -1
200112 21.311 21.312 - - 2.153 613 2.766 - 1
200212 19.143 19.144 - - 2.168 559 2.727 - -
200312 17,046 17.047 - - 2.098 505 2.603 - 1
200412 15.041 15.042 - - 2.005 4S0 2.455 -
200512 13.048 13.049 - - 1,993 395 2.388 - -
200612 11.089 11.090 - - 1.959 346 2.305 - -
200712 9.114 9.115 - - 1.976 294 2.270 - I

* Projected amounts in this column are amounts excluded from projections because of unknown terms.

This column shows the amount of arithmetic Imbalance in the amount outstanding including undisbursed from one period to
the next. The most common causes of Imbalances are changes in exchange rates and transfers of debts from one categcry
to.another in the table.



TABLE 4. 4 .UGUAY

SERVICE PAYMENTS. CDMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEBT
PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31. 1987

INCLUDES ONLY DEBT COMMITTED 000000 - DEC 31. 1987
DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS

(IN THOUSANDS OF U.S. DOLLARS)
CREDITOR TYPE : SUPPLIERS CREDITS

* * * TOTAL *'* *
DATE DEBT OUTSTANDING AT TRANSAC 7 I 0 NS DURING PERI 0 D OTHER CHANGES

: END OF PERIOD

: DISBURSED INCLUDING COMMIT- DISBURSE- : E R V I C E P A Y M E N T S CANCEL- ADJUST-
: ONLY :UNDISBURSED MENTS MENTS :----------------------:----------- LATIONS MENT **

PRINCIPAL INTEREST TOTAL
: (1) (2) (3) (4) (5) (6) (7) (8) (9)

198212 22.867 29.638 5.892 7.256 5.677 2.177 7.854 - -
198312 28.313 29.016 8.693 16.096 6.182 2.217 8.399 - -3,133
198412 22.828 22.828 2,472 2.472 7.079 1.690 8,769 - -1.581
198512 20.883 20.883 4.385 4.385 6.364 2.502 8.866 - 34
198612 15.997 15.997 1.198 1.198 6.553 1.592 6.145 - 469
198712 10.879 10.879 512 512 5.822 1.146 6,968 - 192

* * * THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 6.736 6.736 - - 4,142 765 4.907 - -1
198912 4.429 4.429 - - 2.307 468 2.775 - -
199012 2.861 2.861 - - 1.568 315 1.883 - -
199112 1.665 1.661 - - 1.196 198 1.394 - -
199212 756 756 - - 909 106 1.015 - -
199312 - - - - 756 44 800 - - S
199412 - - - - - - - - -
199512 - - - - - - - - -
199612 - - - - - - - -
199712 - * - - - - - -

199812 - - - - - - - -

199912 - - - - - - - -
200012 - - - - - - - -

200112 - - - - - - - -
200212 - - - - - - - -
200312 - - - - - - - -
200412 - - - - . - - -

200512 - - - - - - - .
200612 - - - - - - - -

200712 - - - - . - - -

* Projected amounts in this column are amounts excluded from projections because of unknown terms.

This column Shows the amount of arithmetic Imbalance in the amount outstanding including undisbursed from one period tothe next. The most common causes of imbalances are changes in exchange rates and transfers of debts from one categoryto another in the table.



SERVICE PAYMENTS. COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEBT
PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31. 1987

INCLUDES ONLY DEBT COMMITTED Or000 - DEC 31. 1987
DEBT REPAYABLE IN FOREIGN CURRENCY AND GDODS

(IN THOUSANDS OF U.S. DOLLARS)
CREDITOR TYPE BONDS

* * * TOTAL * * *

DATE : DEBT OUTSTANDING AT TRANSACTIONS DURING PERI O : OTHER CHANGES

: END OF PERIOD

: DISBURSED: INCLUDING COMMIT- :DISBURSE- SERVICE PA Y MENTS CANCEL- :ADJUST-

ONLY UNDISBURSED MENTS MENTS :----------- : ----------- ----------- LATIONS * : KENT **
PRINCIPAL : INTEREST TOTAL

(1) * (2 : (3) : (4) (5) (6) (7) : (3) : (9)

198212 276.029 365.856 100.000 10.608 372 29.133 29.505 37.223 -
198312 252.549 341.813 - 563 24.026 30.586 54.612 - -17
198412 261.073 360,616 70.000 59.721 51.197 26.341 77.538 - -

198512 349.996 428,12t 124.000 125.418 36.495 31,842 68.337 20.000 -
198612 432.376 500.576 104.000 113,925 31,545 41.171 72.716 - -

198712 440.410 508.610 84.000 84.000 75.966 51.954 127.920 - -

* * THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 325.479 325.479 - 68,200 127.913 48.805 176.718 - -55.218
198912 204.481 204.481 - - 120.998 35.173 156.171 - -
199012 138.166 138.166 - - 66.315 18.560 84.875 - -

199112 94,431 94.431 - - 43.735 12.674 56,409 - -

199212 57.834 57.834 - - 36.597 8.479 45.076 - -
199312 33.588 33.588 - - 24.246 5.229 29.475 - -
199412 9.338 9.338 - - 24.250 2.916 27,166 - -
199512 - - - 9.338 927 10.265 - -
199612 - - - - - - - - -
199712 - - - - - - - - -

199812 - - - - - - - - -

199912 - - - - - - - - .
200012 - - - - - - - . -
200112 - - - - - - - - .
200212 - - - - - - - - .
200312 - - - - - - - . -
200412 - - - - - - - . .
200512 - - - - - - - . .
200612 - - - - - - - . .
200712 - - - - - - . . -

* Projected amounts In this column are amounts excluded from projections because of unknown terms.

This column shows the amount of arithmetic imbalance in the amount outstanding including undisbursed from one period to
the next. The most common causes of Imbalances are changes in exchange rates and transfers of dents from one category



TABLE 4.6 - URUGUAY
SERVICE PAYMENTS. COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEBT

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31. 1987
INCLUDES ONLY DEBT COMMITTED 000000 - DEC 31. 1987

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDI1JR TYPE : FINANCIAL INSTITUTIONS
* * * TOTAL * * *

DATE DEBT OUTSTANDING AT TRANSACTIONS DURING PERIOD : OTHER CHANGES
: END OF PERIOD

: DISBURSED : INCLUDING COMMIT- DISBURSE- SE R V I C E P A Y ME NT S CANCEL- :ADJUST-
: ONLY : UNDISBURSED MENTS ENTS -----------E:L----------------------: LATIONS * ET **

PRINCIPAL : INTEREST TOTAL
: (1) (2) (3) (4) (5) (6) (7) (8) (9)

198212 1,037.337 1.066.502 324.105 347.082 37.661 99.984 137.645 1.261 -
198312 1.854.924 1.077.834 434.575 439.886 31.738 152.298 184.036 772 586.348
198412 1.858.755 1.906.406 78.012 53.263 28.136 228.240 256.376 - -21.304
198512 1.883.646 1.914.043 18.618 35.872 37.179 213.286 250.465 - 26.198
198612 1.941.000 2.013.762 53.809 11.368 7.64- 169.405 177.052 76 53.633
198712 1.940.066 1.985.13 - 27.715 7.097 170.414 177.511 - -21.552

* * * THE FOLLOWING FIGURES ARE PROJECTED * * *

198812 1.926.695 1.946.495 - 25.247 31.705 197.069 228.774 - -6.913
198912 1.862.409 1.875.909 - 6.300 69.133 189.542 258.675 - -1.453
199012 1.666.118 1,675.118 - 4.500 200.791 180.440 381.231 - -
199112 1.482.899 1.485,149 - 6.750 189.969 161.546 351.515 - -
199212 1.252.970 1.252.970 - 2.250 232.179 142.303 374.482 - -
199312 982.096 982.096 - - 270.874 118.337 389.211 - -
199412 671.682 671.682 - - 310.414 90.339 400.753 - -
199512 353.699 353.699 - - 317.983 59.118 377.101 - -
199612 13.500 13.500 - - 340.199 26.845 367.044 - -
199712 9.000 9.000 - - 4.500 1.269 5.769 - -
199812 4.500 4.500 - - 4.500 807 5.307 - -
199912 - - - - 4.500 346 4.546 - -
200012 - - - - - - - - -
200112 - - - - - - - - -
200212 - - - - - - - - -
200312 - - - - - - - - -
200412 - - - - - - - - -
200512 - - - - - - - - -
200612 - - - - - - - - -
200712 - - - - - - - -

* Projezted amounts in this column are amounts excluded from projections because of unknown terms.

** This column shows the amount of arithmetic imbalance In the amount outstanding Including undabursed from one period to
the next. The most common causes of Imbalances are changes In exchange rates and transfers of debts from one category
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Table 5.2m lE y - GWIOT K ffUli IS MI EIPfBfIES, 1971-1987
(in @till=s of lp

1971 1972 1973 1974 1975 1976 19 1978 1979 1980 1991 19M 19B3 194 195 1986 1907

TIVF ALR E 103 16 370 5B 991 1722 2939 4350 9424 14955 21260 152 294%6 40f97 7679 14%7 26653

Tue am en ds ad Srvics 44 70 193 359 774 1244 2046 307 5221 97 13630 1292 16914 27424 53349 %2M 182124
of ich: alm Am dU 17 a 79 161 344 621 1002 1526 251 5676 8515 7971 9718 1594 30163 55957 105671

Incm tum 9 13 39 61 97 200 349 569 102 2363 2427 2029 3099 2945 6013 13947 27294
of ich i~EI 2/ 1 5 16 27 27 64 111 129 177 500 110 10 4 114 163 3 19 9 24

Tam cp pm rorty 5 10 13 19 29 83 171 211 292 725 1094 1293 2074 192 4433 9992 15990
tr demstic tams3Y 17 a 34 57 24 59 56 59 e1 116 0 0 0 0 0 0 0

Taxmen freip trad 16 30 78 95 101 239 424 550 1597 2753 354 19 4743 6201 10721 24266 397
Adjutment 4/ 1 6 -9 -0 -0 -249 -377 -27 -717 -1475 -2130 -259 -3513 -4117 -5139 -9915 -1745
W-ta Remnu 5 12 11 23 37 42 147 266 421 923 117 2706 3109 6169 6 109 7411 13099 20154

TULK EP IE 145 199 407 790 139 2121 3179 471 9301 14990 21323 30681 36767 55505 91426 161174 2593

aret Ep ntu 135 16 372 709 1204 1909 27% 442 7260 13091 1960 27501 3160 50593 93613 14673 257554
ad ad 5ervi 110 154 299 572 997 1499 2233 3379 57% 11910 17432 24723 2099 3397 004 119691 212263
Nges 72 89 179 351 610 814 1242 1712 2W 5219 7697 9 1106 7 146 72 27317 51131 122
SocIa Seevity 6f 10 34 77 16 261 451 54 901 1503 4225 6623 12105 134551 49 26521 42104 7 18

ter 3 31 43 73 127 234 457 765 1397 246 3112 3150 3577 696 11166 2544 45220
Tramfer Paymnts 7/ 21 12 30 71 101 13 264 342 1056 794 Ef 142 2146 6741 7905 10039 16997
Interest Payents 4 7 14 59 75 145 202 263 360 326 550 119 2771 5285 10510 16757 25352

edarrtd Pmen 0 13 30 39 31 36 47 60 49 51 92 112 143 170 294 1306 2942
Capital Ex ndites 10 14 34 90 145 313 32 70 1040 1799 2363 3178 3607 4912 7 813 14391 31029

1/ Inciudms knwal Sales Tam.
21 %he nu ta a presustive nt ncm of agricltura etewris (1DM 1 replaced fWIE in lat* 1979.
3/ h1teo 1971 and 1976, inlud stap tas anly, ad bt n 1977 d 19e3, thu , are ancludd In Tam an ok and Servicum.
4/ hainly tax paid with ta credit certificatå fwr hxprts. In 1990 it includs other ta credit certificates primsly netted ut fru specific

revm catngriES.
5/ Includ diucrepncy h6t cub ad acrual rru .
6/ Intludes &~n at paroll cotributios ad trasfer to EPS, Army ad Public Funds.
7/ Includes sbsidin, adaces and litial Hsin Fi d. Excluds trasfers, ta IPS, Amy ad Public Funds.

Smce: Central Bak* Statistical Bulltin, IW ad iid Bank Ecnic Mmrånu, Ja. 1979.



Тт1� 8.3t 11it191lZY - TAf 1iEV91E6, 1971-198)
1Mi11io дs of ММ)

14п 19Т! 1413 14)1 14Л 141b 19Л 19J8 14Я 19В0 19В1 19 � ! 14В3 1461 198b 1986 1987

TtRAL ТА1 tiVB1E U 8{.1 . 142.1 335.0 576.! А96.Ь 1511.1 2l64.1 3769.4 71 ц .б 13232.2 17181.b 1607В.8 2396b.8 311 В{.0 688ВЬ.3 133912.1 219173.9

т., �, апооое, . а,eni � ьол 9s./ 2в.2 11 о.1 7тз. т 1га. ь 2о1ь.2 Зоьь. е и20. е 9геь. б 13s1/.o 1275т.ь i ь>з3.1 2т2s4.1 sзбтв. е 4r в17.21 втьь7. е

v�Ia ы�а о. о о. о Ы. е 11з.е Зя.1 ьоz. ь 1оаг. з 1sгб.2 гэs1.2 sь7ь.2 a,1s.o 74m.s 4r1e,1 ls эrг.чю12s. з 3аэs7 л1оаsЫл
е� оl: пгt� 1n � ва� Ья 1а.1 з9.е 69.о 1+ь.ь 2зь.1 1з1. о 3в1.9 9n.s 1ьь1. з ц17.2 149ь. е зьо9л s90 е. в121оо.7 19 т .7 3sг4s.s
То� ссо (I1E9I) 6.3 11.1 2В.1 41.5 92.1 137.3 203.5 29b.6 158.® 43.1 1251.1 1S31.S 20tS.7 2b71.S i897.S Лб6.1 ц10S.b

E1 �п� icitT tuESU а:0 о. о о. о 1. е ц .1 1е.1 зг.7 1а. ь ы . ь 1з2. з 21s.6 зs.s ц 4. б 1з1. з о.2 а11о.8 мат.4

йitnotiv � s 1I1ESI) 0.1 0.6 0.9 0.9 1,6 10.7 13.4 12.8 11.3 178.7 421.7 225.3 91.9 81.8 132.2 312.b 3303.6

8рк i � 1 caeuptim (I1� I) 21 0.0 0.0 J.0 0.0 0.0 51.3 95.4 156.9 301.9 9б8.1 В21.0 Вы .1 99l1.3 1392.1 2456.0 r039.0 4312.9

дlоомll< ымn� , 2. е 2. з е. ь 1вл 23.т 1о.7 о. о о.о о. о о.о о. о о, о о. о о. о о.0 о. о о. о
Ввдгi пq кtlrtty 3.4 7.1 17.3 ц .9 62.1 Н5.1 157.7 216.7 320.1 62.5 11.1 4.3 17.b 1о.3 26.6 28.0 24.2
Sl врtn 16.b Т).3 31.4 52.8 35.2 6.8 8.6 11.4 22.5 6.3 1.1 0.0 0.0 0.0 0.0 0.0 0.0
Unifi �d W 1.1 2.1 S.3 10.0 1b.6 15.4 17.7 15.9 13.0 1.3 O.S 0.2 0.1 0.1 0.0 0.0 0.0

В� 1а �пдигvl св 13.8 Т1.1 10.1 1.9 1.9 1.9 1.7 0.4 0.3 0,0 0.0 0,0 0.0 0.0 0.0 0.0 0.0

fи1� of foreiqn сигехУ 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 7Т3.4 Т186.0 ЫЬВ.9 10117.5

Oth г 8.3 11.4 20.1 29.1 60.7 48.8 В2.2 133.7 30L0 87.0 117.1 121.1 ц0.1 3ц .1 70.5.3 В63.0 12Ь3.2

Iпсов t �xw 7.2 11.2 38.3 54.1 96.8 199.4 349.1 3bB.7 1031. Т 2362.7 2128.7 2027.1 3116.Ь 2� 1.7 6012.8 цЛ8.4 24192.6

Uidustry тдCane�ca !.S 2.1 10.4 21.3 53.9 109.В 203.2 345.7 Пb.0 1713.5 ?383.b i991.2 298b.0 2107.3 3950.3 1035.8 1зТ11.2 �
aerl � naвmrsa.EB r д1 о. е s,2 i6.4 гь,4 гь. е ы.о 111.2 12в.ь 17ь.7 199 я 1o9.s 9.7 т.s цз.4 1еь1.1 3447.2 8эев.2
v� м1 iпго�е 1.9 Т. е 1. з з.2 о. ь о. ь ол о.1 о.1 о.0 о. о о. о о. о о. о о. о о. о о. о �
Otller 3.0 1.1 7. Т 1,7 1D.3 25.5 ц .3 16.0 В1.4 ц4.3 33.b 26. В 151.1 120.3 2ц .1 392.4 733.2 ��

Tas т property 4.S 7.3 10.1 ц .7 28.2 83.2 170.7 ц 0. В 2Н1.4 Tt1.8 1095.8 1242.4 2(114,0 1934.9 Ч32. б 4� 9.0 19218.1

Frape гtp t яи aid ПУ1 � 1 2.9 S.3 Ь. О 8.3 2b.1 81.1 1Ь4.1 10 В.9 218.2 720.4 108).0 128b.1 1691.9 1®0.1 Q11.0 963b.2 l8431.0

Irtlrrit пкe t�x 1.2 1.3 2.1 3.8 1.8 0.7 0.3 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

ОG�ег 0.1 O.S 1.7 1.6 0 0,8 1.0 1.8 3.6 4.1 6.8 b.8 382.1 54.8 Ы . Ь 192.8 287.1

Оi1вгOo�e� tic hus T.S 1.1 b.3 12.3 iл.7 38.7 56.0 5а.1 80.8 116.1 115.8 133.1 113.3 164.0 280.9 861.5 1975.3

Т� т 1о�е1� h � 9,S 20.8 57.1 Ы .1 59.0 178.1 314.2 3д1.1 1217.! ?ц7.б 2569.8 7190.7 1713.1 6200.b 10721.1 212bS.9 S9TlТ.4

1� art tsa ТА 7.9 11.9 25.2 50.1 171.1 300.9 313,8 1200.3 2212.0 2567.0 2280. у 219Z,2 513/.S 9801.8 ?2 ц9.9 3Т991.1
Ехрогt Tms 1.9 11.7 12.0 35.9 8.b 7.3 18.4 13.1 16.8 S.b 2.В 0.0 1431.2 1066.1 914.3 1916.0 173b.8
Otlrr О. Ь 1.2 0.3 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 О.О 0.0 0.0 0.0

Adj г� tвnt 3/ 0.0 0.0 О.О 0.0 -61. В -219.1 3 Л .1 -516.7 -717.0 -1175.3 -7lA.S 2113.В -29b3.b -10 ц .3 -3SB9.4 -10Ф4.9 -14609.В

U Аа�и1 Eais.
2/ 8inw Apri1 14]b includes taus и b� renqи �пдothe tnar, classified uidrr 'Ot1rr taK т qвods Ро яrrlas' 1пpr вviau уwв.
31 1rclud� s ерогt rebitw.

� 8arce� Centrel йп1г.



т�о1. s.1 � ws�nr - еатмгсааss пггатl аа� � во� иопaaaan � s,19r1 �19а7
tti о1 � . мt �,1 � .1 �

1911 1915 191ь !9 Л 19Э0 19 Я 1980 1981 19 В2 14А3 1961 19BS 1486 1961

1Qt1 �L 100.0 100.0 100.6 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1W.0

1� 1й a1I8 � 1BR 31.6 10.1 10.3 ц .0 11.4 1?. ь р .1 18.5 /S./ 13.2 1Ь.0 р .0 16.2 .. � .

� ltonrat А . О Я .7 Я. В 12.1 10.3 11.3 а.8 47.1 Ч .8 ц .S Н .3 1ь.6 р.9
Hucatia ц.0 17.3 15.7 16.I 16.1 16.1 11.8 11.9 11.0 U.0 7.S B.S 10.2 10.9
� 1а � Os а.1 тs ь. е ь. ь а. ь ь. о ь.е 1s ss ь. о ь.ь тя ..
lвl агв18ор�151м i р 12.1 11. ь ц.S 19.3 17.5 11. ь 25.0 2l.7 29.0 2l.6 31. ь ц .1 2J.b

- No�siA 0.1 0.1 0.1 0.7 0.1 0.0 0.0 0.1 0.1 0.2 О. У 0.1 O.l 1.8

1<,1 � 111� оогаа О. ь 0.1 O.i 0.9 1.6 1.3 l.3 l.1 О. В 0.7 О. Т 0.1 0.1 ..

� 111� 111i � 1B1f U.i 1.i 9,7 11.2 � 10.9 10.3 8.S 0.0 6. В 1.7 8.S 8.3 ь.2 ..

irms0ort д Гaв� iи tiaas 11.0 1.1 9.2 10.9 10.6 10.1 7.i 9.0 6.b 1.4 7.1 6.2 ь.0 .. �
Esrqp� S� iUry Sм ias аи/ Uirlaгlt в 0.8 0.1 0.0 0.3 O.J 0.2 1.0 0.0 0.2 0.3 1.0 0.1 0.2 .. �v� аасгтие�вд0вп ца 1о.1 13.7 т.2 1. е 2.2 2. т 2.о 1.3 1.3 ?.3 1.s 1. э .. � �
� ialUs в 1.S 2.0 1.7 1.7 1.3 1.9 1.1 1.7 1.! 1.1 1.7 1.1 1.S ..оа� <� :� . 3.1 ь.ь о.7 os а.3 о.3 о.ь о.3 оа о. т о. ь о.1 о.1 ..г. гсl гсии � и�1�ь� t ьа е.е ц.3 о.о о.о о.о о.о о.о о.о о.о о. о О.о о, о о.о
евеn s1� г� я. е т9.7 и.1 а� 11.7 а. ь зе. е 3ь.7 гв. е тг.9 2е. ь 31.о ц.1 тi. б
1� 1пi � 1. о о. е о.ь о.ь os o.s о.1 о.1 о.3 о.2 о.2 .. .. ..
Bs � ! AB�ieist л ti и 1.0 3.1 1.) S.0 S./ S.8 1.7 S.0 1.0 6.2 8.S .. .. ..
Fia+aclal Ad�iaistr � tlm 2.6 3.0 2.6 10.8 11.1 9.1 8.1 1.6 i.7 i.9 А.3 .. .. ..
O� fe �se 21.1 ?Ь.3 I0.6 21.0 ц .9 21.1 22.1 21.0 16.4 17.9 1ь.1 .. .. ..7�sti п 2. о 2.6 1.® 1.6 1.® 1.7 2.2 1.s 1.2 1л 1.1 .. .. ..
farei¢ � Atfцn 0.9 1 А 1.1 l.0 1.0 1.1 !.3 1.2 0.9 1.3 2.1 .. .. ..

lЕУТ� tVf1� 3.1 1.1 1.4 3.1 3.7 У. З 3.3 1.8 17.1 17.9 11.2 12.2 11.1 6.7

1laA951f1ED 0.! 0.1 0.0 0.0 0.0 0.0 0.0 д.0 0.0 0.0 0.1 1.i 3.2 0.6

и Prdi вi ы ry.

sо. оп wцт,1 апм wМ Offsc., &с� .tsi �t of vl, м iay .ia соогаi п�t; �л.
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Table 6.1: ROY - AMMS OF THE FINICIAL SYS0j 19si-i987
(in millions of new Uruguayan WN)

1/ 2/ 3/ V 5/ 6/ 7/
1981 1982 1983 1984 1985 1986 1987

Net International Reserves 95M -8592 -2960 -38156 -37535 3W 65308

Foreign Assets 15662 27174 44947 60052 102371 239239 26M57
Foreign Liabilities -6106 -35766 -47907 -99M -139906 -200930 -19049

Net Domestic Assets 52975 121W9 220269 406"6 6= 1 1060043 IM561

Public Sector (net) 1619 15741 45763 64902 101941 179416 171900
Central Government (net) 2469 16255 3193 54798 55878 70885 5M6
Rest of Public Sector (net) -950 -514 17570 30104 4W 106531 119W4

Credit ' -- Banks in Liquidation -5 -13 -22 1003 3% 4511 8247
Credit tj Private Sector 61335 110M 162450 273700 412690 62213 BM
Nonmonetary International Org. -370 376 606 869 1380 2022 4100
Valuation Adjustwnt -1646 IM -7942 -W -7254 14845 WM
Other Accounts -6921 -220 19071 52967 143570 232843 199131
Interbank Float -1037 -01 335 2417 -W 4283 84%

Medium and Long-term Foreign Liabilities 477 10162 76740 141177 216222 37W 418548

Allocation of SDR's 739 1874 2927 5109 BW 13016 16066

Liabilities to Private Sector 61315 101351 137642 222553 393277 70M 867254

how 9M 11305 12730 20049 40412 71165 118913
Currenq in Circulation 613 7647 8367 12079 23402 43044 76422
Demand " its 3744 3950 4363 7970 17010 2813 42491

Quaii-money 51443 VA 124912 202504 352865 63991 748341
Tin Savings " its in local currency 20149 20649 26203 3970 69786 111910 0M
Foreign Qwrop Depositz 27196 6W 92033 154072 268234 500166 5WB
Mortgage Bonds 3457 3927 50 9142 11626 17703 24541
Impt oeposit$ 0 0 0 0 0 0 0
Bills 0 0 0 0 0 0 0
Other Liabilities in Local Currency 651 667 882 1022 1863 414 5926
Other Liabilities in Foreign Curroncy 0 0 169 579 13M 916 1063

I/ Foreign Currency converted at NO 12.7 per MI 11 UR valued at NI$141.43, and mortgage bands at NUS70.46.
2/ Foreign Qwrrq converted at MM .9 per 0 19 UR valued at 0166.78p and mortgage bonds at Ni*94-52.
V Foreign Currency converted at N355.93 per UN 19 UR valued at W04,12, and mortgage bonds at N10134.55.
4/ Foreign Currency converted at 0101.15 per UN 11 W valued at MXQ.52, and mortgage bonds at N111199.61.
5/ Foreign Dwraq converted it MX151.50 per tW 1, UR vi!tmd at K*W.72, and mortgage bonds at NN II-71.
6/ Foreign Currrq converted at UM.60 per UN lp tR valued at N1111M.76, and mortgage bonds at NNW-I-
7/ bflocb tin Iffecb of a wjw rKindficatim of accounts carried out at the end of 1986.

Smesi Central Bank of WWWI and Fund staff estimates
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Table 6.2: RJAY - SMWY ACCMITS OF THE MINS SYSTEM, 1981-1987
(aillions of NW)

1/ 2/ 3 4/ /5 16 /7
1991 1982 1983 1984 1985 1986 1987

Net International Reserves 10568 57307 -3029 -38242 -37535 38064 65058

Foreign Assets 15662 27136 44878 59967 102371 238994 263407
Foreign Liabilities -5094 30171 -47907 -98209 -139906 -200930 -198349

Not Dosestic Assets 46038 110061 207999 384697 617608 1007933 1151832

Public Sector Inet) 1028 17052 44727 83106 102066 172382 155095
Central Governent (net) 2543 18343 28176 55692 59812 70067 49338
Rest of Public Sector (net) -1515 -1291 16551 27414 42254 102315 105757

Credit to Official Banks M 7569 25906 46596 75422 120140 13613
Credit to Banks in Liquidation -5 -13 -22 1003 3446 4511 8247
Credit to Private Sector 50517 94141 137158 219643 345677 512290 624292
Nononetary International Org. -370 376 606 869 1389 2022 4100
Valuation Adjustment -909 19397 -6633 -8862 -7254 -17723 26748
Other ccaunts -4589 -27814 6207 40327 98402 208468 194176
Interbank Float -411 -647 49 2015 -1739 5753 3%1

Nedium and Long-term Foreign Liabilities 477 10162 76740 141177 216222 377387 41858

Liabilities to Official Banks 59 65 166 126 347 15221 1615

Allocation of SDR's 739 1874 2927 5109 8297 13818 16066

Liabilities to Private Sector 55331 92923 125136 200045 355207 639470 780661

Honey 9837 11790 12692 19950 40282 71024 118713
Currency in Circulation 6145 7880 0367 12079 23402 43044 76422
Desend Deposits 3692 3910 4325 7871 16880 27980 42291

hasi-sonmy 45494 81133 112444 180095 314925 58446 661948
Time & Savings Deposits in local currncy 17730 19563 23113 33639 62273 93147 140258
Foreign Currency Deposits 27113 61903 88291 14486 249433 469569 514701
Other Liabilities in Local Currency 651 667 882 1022 1863 4814 5926
Other Liabilities in Foreign Currency 0 0 168 579 13% 916 1063

Smrcei Central Bank of Uruguay; and Fund staff estimates

1/ Foreign Currency converted at MS 12.7 per USM 1.
2/ Foreign Currency converted at N 33.9 per US$ 1.
3/ Foreign Currency converted at M 55.93 per USS 1.
4/ Foreign Currency converted at NUS 101.15 per US$ 1.
5/ Foreign Currency converted at NI 151.50 per US 1.
6/ Foreign Currency converted at M 226.60 per US$ 1.
7/ Reflects the effects of a major reclassificatiM of accounts carried out at the end of 1996.



Table 6.31 G UllY - itiM C M1 OF THE M L BM, 19811917

1/ 21 31 411 41
1991 191 1913 1986 5985 599 1117

nt laternatioal Resns 574 -4414 -2712 -10141 -23527 2750 531

Fri Asset 7253 7763 17077 223 41715 135236 146099
f~rip Liabilities -1505 -12177 -19789 -32934 -65262 -10994 -110267

ht k ~atic Asts 5266 33197 109272 211053 36377 552221 6576

public secter (net) 61 9621 33993 4956 76406 125251 149097
Cmtral & ~mnt (ut) 1646 9909 19936 27181 33495 16575 3M16

ont of Public 9atr Inet) -795 -121 15057 22675 42911 101676 11031
Crdit te bking Syst 2030 768 12627 19729 2191 33601 46299

Bince de la kpublica 940 2739 5734 79n 10727 1562 3132
Curcail t 1090 4929 6993 10750 11124 17739 18161

Ddit te Official ban 251 476 25600 46118 74542 119277 136516
~1dit to bk in L~pdatio -5 -13 -22 1903 34% 4511 9247

ofdit te Private sctr 32 1499 233 40060 57379 6106 569
tmnstay Internatinål org. -370 376 606 969 13 2022 4100
vleatli Adjutant -768 11063 3392 9302 11291 15133 -129 9
tr Accounts 3233 -813 9678 4 5 97M 191360 273749

Nodis and Lag-t.rm Forep Liablitimm 399 10006 76547 140619 215533 251652 417517

Liabmlitifs ta Official bnk 0 0 34 36 100 10396 1673

Allcatio of W' 739 1974 2927 5109 9297 9239 1066

Liahlitius tD Banking Systen 3730 9013 185 42990 73018 10204 1272

kanco de la Rpublica 1267 5067 13292 25162 40000 55 135556
Cl rcial b 2463 3946 5393 179 33018 44699 47166

Currcy in Cirulati 6545 710 9367 1209 23402 23402 23402

~lu I ContraIl of ug~ y1 ad Fund staff ostiates

11 Foreign rcy mut d at MII 55.93 per UD 1.
2/ Forwips r rcy c~ mertad at MR 101.15 per 0 1.
3/ Foreli Cun cy conert d at r$ 151.50 per 0 1.
41 Foreign bracy camrtad at Mr 226.50 per 1 1.
51 ullct the effcts ef mjr rclusficate of accnts caind ot at t a d of 1996.



Table 7.11 RMAY - IWFCURINS IMBSTRIES VAE AMDED INEI, 1984 - 1997
(average 1982 = 100)

1984 198 1986 1987

I II

Food 81.9 99.0 91.2 81.6 97.8
Other Food Prafcts 89.2 96.4 8.5 93.4 97.1
Beverages 77.1 79.9 90.4 112.0 75.9
Tobacco 95.5 91.7 91.5 82.9 81.9
Tetiles 135.3 132.8 155.0 144.4 169.9
6arments 126.8 117.1 131.8 107.0 164.2
Leather 101.9 85.2 91.7 9.2 96.4
Shoes 122.0 09.5 107.0 103.5 134.0
Paper 129.4 117.6 145.7 134.9 156.3
Printing 98.6 99.5 102.6 124.3 111.6
Industrial Chemicals 86.4 103.1 142.2 145.6 173.9
Other Cemicals 96.4 92.2 110.2 94.5 105.3
Oil Refining 93.3 78.2 70.6 79.1 87.3
Rubber 129.7 124.2 155.7 126.0 172.9
Plastics 96.5 106.1 123.9 122.7 147.3
Porcelain 170.9 113.0 175.7 211.9 212.0
Blass 68.6 100.1 141.9 167.3 156.0
Other NDn-Metallic Min. Products 61.5 .49.8 57.3 72.3 77.9
Iron Metallic Products 103.5 94.9 100.0 125.3 123.4
1on Iron Metallic Products 132.5 128.9 134.6 120.4 128.9
Metallic Products 9.7 91.4 112.7 126.6 130.3
Machinery and Electrical Applianc 95.9 85.5 107.3 00.5 120.1
Transport Equipent 87.0 94.0 126.5 191.9 165.3
Scientific Equipment 127.0 75.5 103.4 92.5 109.6
Other 122.0 107.4 132.6 157.7 153.3

Source: Central Bank Statistical Bulletin.



Table 7.2: LRBAY - INLFACTlIS IMTRY EILOYNT IM , 194 - 1987
faverage 198Z = 100)

1984 1995 1986 1987

I II

Food 97.6 101.9 105.3 102.5 99.7
Other Food Products 99.9 95.2 99.1 99.5 110.2
bwverage 86.1 91.2 99.6 111.1 96.6
Tobacco 98.5 95.6 94.4 92.7 90.4
Tetile 129.9 136.8 144.0 150.7 151.1
6aralAtb 144.2 140.8 145.8 145.1 145.5
Leather 101.4 98.9 108.9 121.6 124.3
Shoes 119.9 97.7 102.3 120.2 121.9
Paper 109.6 116.9 126.8 137.9 138.9
Printing 93.4 94.2 93.3 95.4 94.5
Industrial Dheicals 96.0 99.9 107.6 111.2 119.7
Otler Demicals 90.5 90.5 92.6 89.5 91.9
Oil Refining 119.4 123.0 129.4 129.6 128.6
Rubber 101.9 106.0 112.5 114.0 120.8
Plastics 106.2 122.0 130.1 135.3 139.9
Porcelain 124.5 110.0 119.4 138.8 141.0
Blass 80.0 90.7 100.4 107.1 122.9
Other li-Netallic lin. Products 90.6 88.3 86.0 95.7 97.3
Iran INetallic Products 73.9 68.7 64.2 64.2 64.7
Non Iron retallic Products 111.9 117.0 127.6 129.9 130.7
rtallic Products 77.0 90.5 89.2 90.2 99.4
Non Electrical Nachinery 63.9 45.36 47.63 42.66 49.46
Machinery & Electrical Appliances 74.4 76.1 80.5 35.1 92.2
Transport Equipment 63.5 73.8 79.0 90.2 106.5
Scientific Equipment 121.1 111.6 100.6 108.6 107.1
Other 90.9 90.1 93.4 100.3 102.5

Source: Central Bank Statistical Bulletin.
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Table 9.11 ROY - COST F LIVIN8 IN GMIDMI IM-1987
UW8400)

-- General Index-
Annual Food-

Iwo% Change stuf fs Clothing Housing

1973 Average 9.0 97.0 9.7 12.1 7.4
December 10.8 77.5 11.7 14.6 9.5

1974 Average 16.0 77.2 16.7 19.7 13.1
December 22.3 107.3 24.1 25.2 17.9

1975 Average 29.0 8114 28.6 33.0 25.9
December 37.3 66.8 36.9 42.4 33.7

1976 Average 43.7 50.6 42.2 40.8 40.6
December 52.2 39.9 51.0 57.9 48.4

1977 Average 69.2 58.2 69.2 71.6 64.7
Member 02.0 57.3 81.3 84.6 80.6

1979 Average 100.0 44.5 100.0 100.0 100.0
December 119.8 46.0 120.6 118.2 117.4

1979 Average 166.8 66.8 270.0 172.5 159.9
December 219.4 93.1 224.4 230.7 209.9

1900 Average 272.7 63.5 170.9 262.6 202.7
December 313.3 42.8 299.5 294.6 36.7

1991 Average 30.6 34.0 339.1 M.7 429.4
December 405.3 29.4 M.0 M.0 491.2

IV Average 435.0 19.0 M.8 M.4 562.2
December 498.6 20.5 424.9 M.0 632.7

1993 Average 649.1 49.2 50.6 M.6 754.9
December 740.2 51.5 678.7 622.5 828.0

1984 Average 1008.0 55.3 995.7 084.5 990.9
DKmd*r M9.5 66.1 IM.9 1180.3 115D.3

1985 Average 1736.1 72.2 1606.6 1770.8 1600.3
December M e 03.0 1705.0 2266.9 2037.0

1996 Average 3W.2 76.3 25M.1 30.7 2443.9
December 3841.0 70.7 3271.4 30.2 2903.7

1987 Average W .9 63.6 4042.2 5171.7 4032.4
DeceWw 6041.5 57.3 4650.4 6491.5 4"9.8

Sourcet Central Bank of Uruguay, Statistical Bulletin No. M.
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Table 9.31 WMAY - VINAL AND RFA WAGE INDIMS, IM-1987 I/

----Noinal Wage- -- 40al WgI--
1978--100 Growth Rate 197PIOD Growth Rate 1978PIOO Growth Rate

1973 Average 9.0 97.0 12.5 139.4 Is
December 10.8 77.5 14.3 132.7

1974 Average IM 77.2 21.6 74.4 136.2 .1:;
December 22.3 107.3 28.1 W 125.9 -5.2

IM Average 29.0 81.4 36.2 66.1 124.7 -9.5
December 37.3 66.6 45.5 61.9 122.1 -3.0

1976 Average 43.7 50.6 5119 43.4 118.7 -4.9
Decelber 52.2 39.9 59.2 30.1 113.5 -7.0

1977 Average 69.2 59.2 72.1 39.9 104.2 -12.2
December 82.0 57.3 86.2 45.6 105.1 -7.4

1979 Average 100.0 44.5 100.0 38.7 100.0 -4.0
December 119.8 46.0 120.6 39.9 100.7 -4.2

IM Average 166.0 66.8 152.6 52.6 91.5 -8.5
December 219.4 83.1 189.2 56.9 06.2 -14.3

19M Average 272.7 63.5 250.6 64.4 92.0 0.5
December 313.3 42.9 297.0 57.0 94.8 9.9

1961 Average 365.6 34.0 360.2 43.6 90.5 7.1
December 405.3 29.4 387.0 30.3 95.5 0.7

1962 Average 435.0 IM 426a 1813 97.9 -0.6
December 488.6 20.5 414.2 7.0 84.8 -11.2

1983 Average 649.1 49.2 504.2 16.3 77.7 -20.7
December 740.2 51.5 560.0 35.2 75.7 -10.6

1964 Average 1006.0 SIM 710.7 41.0 70.5 -9.2
December IM.5 66.1 930.0 66.1 75.6 0.0

1995 Average 1736.1 72.2 1416.2 99.2 91.5 15.6
December 2250.8 BW 1931.5 107.7 85.8 13.5

1906 Average 3M.2 76.4 2643.6 86.7 GO 5.8
December 3841.0 70.7 3432.2 77.7 89.4 4.2

1997 Average 50.9 63.6 4529.6 71.3 90.4 4.3
December 6041.5 57.3 5729.4 66.9 94.9 6.0

I/ Average public and private sector wages.

Sources Central Bank of Uruguay, Statistical Bulletin.



Table 9.4: IMWAY - EW«E RATES, 1976-1907
(Wl $ puffs)

1 Dilar iA

uyer Seller

1976 Avrge 3.30 3.34
Dce~be 3.94 3.9B

1977 Arage 4.65 4.68
Det.br 5.38 5.39

1979 Arage 6.05 6.06
Oecb 6.97 6.99

1979 Avkrag 7.84 7.86
Decubr .41 8.43

1990 Aveage 9.08 9.10
Deceb 9.92 9.95

1991 Avrap 10.79 10.82
Decedber 11.50 11.53

1992 Av r 13.15 13.91
Decber 29.21 3.51

1983 Awagt 34.38 34.54
%c~er 42.50 42.73

1984 Avrag 55.89 56.12
Dcembr 71.93 72.23

1995 Avrage 101.16 101.43
kcember 124.70 124.95

1996 Avrage 151.43 151.99
Decebw 177.38 176.38

1987 Avrap 225.52 226.67
Decem r 274.59 276.09

Source: Ceitral Bak, Statisticaj MLetin.
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