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Intreduction

Uruguay ranks high in economic developrnent among the Latin
American countries, with one of the highest per capita incomes. The
country is favored with a temperate climate and a productive soil,
both conducive to a profitable livestock industry. Also, governmen-
tal emphasis on education has raised literacy to 85 per cent.

Yet in spite of these favorable resources, the country is
in economic difficulty. The sheep population and wool production
appear to be declining; the cattle population and meat exports have
been decreasing; prices have been rising amually about 10 per cent
due largely to expansion of bank credit, government budget deficits,
and wage boosts in excess of real increases in productivity; gold
and net foreign exchange reserves have been declining in general
since 1946 due to frequent deficits in the balance of payments; and
the international value of the peso has been depreciating. These
economic difficulties have aroused an interest in Uruguay's economic
activity and development. Hence it is appropriate at this time to
inquire how and why these economic difficulties occurred, and what
measures might be taken to remedy the situation.

Price distortions and product emphasis

Uruguay's difficulties stem mainly from distorted price
relationships and over-emphasis on certain products. The country's
main products are wool, meat, hides, wheat and oilseeds. Since a
large proportion of consumer goods are produced domestically, all
but about one-fifth of commodity imports consist of raw materials
and capital goods. Yool and meat are Uruguayis best earners of for—
eign exchange, yet the Government's price policies have affected these
products adversely in the attempt to foster production of wheat and
various semi~-processed goods (see 4 pendix, Tables A and B). The
latter include chiefly wool tops 1/, packed and canned meats (as dis-~
tinguished from frozen meat), semi-processed hides and skins, linseed
oil and other vegetable oils, and textiles. It has also been govern-~
mental policy to produce as many consumer goods as possible; imports
of consumer goods averaged 22 per cent of total commodity imports
during 1950-55 compared to 50 per cent in 1935-39.

1/ The term wool tops refers to combed, long-staple wool as dis-

T tinguished from noils or short-staple, knotty wool combed from
the long-staple raw wool. Toolen yarn spun from tops is used
in the worsted weave and noils in the regular woolen weave.
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-2 - Uruguay's Economic Problems

Government policies have been effected chiefly through
tariff protection, exchange control, subsidies, and preferential
exchange rates. High tariffs, while aiding the growth of consumers'
goods industries, have, in many cases such as textiles, made them
high-cost industries and non-competitive in world markets. Subsidies
are now chiefly extended to wheat, flour, bread, meat, milk, rice and
linseed oil, The foreign exchange system, including preferential
rates, has been very important in achieving governwent aims and merits
special attention.

New exchange system - The Uruguayan exchange system is a
complex one consisting o multiple rates, mixing arrangements, exchange
bonuses or premiums, surcharges and exchange taxes. Uruguay has not
yet established a par value for the peso with the International Lonetary
Fund, but vses 1.519 pesos to the dollar as a basic rate. Though an
exchange reform was iustituted on August 3, 1950, the system still
remains quite complex.

Frior to August 1950, there were many different rates for
exports, the effective rate frequently being a combination of a mixe
ing arrangement plus, possibly, an exchange bonus or premium. Table 1
below indicates the rates on August 2 (before the reform) for some of
the more important exports, as well as the new effective mixing rate.

Tal:le 3.-

Effective I'xport Rates for ITmportant Exports
\Uruguayan resos per Us Se. DO

(&) 6 (c) (D)
Commodity August 2, 1956 New Effective (C) as % of (B)
Rate iixing Rate 1/
Raw wool 1.519 1.906 : 125
“lool tops 2.073 2.319 112
“fashed wool 1.810 2.035 112
Tanned skins 2.250 3.550 158
Frozen beef 2.100 2.100 0
Processed meat 2.L8o 2.480 0
Canned meat and
salted hides 3.800 3.800 . 0

1/ Assumes a certificate market rate of L.10 pesos per dollar,

Source: Fortnightly Review, Bank of London and South America.
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-3 - Uruguay's Economic Problems

The new system established eleven categories for exports
(chiefly raw materials), with varying proportions of export proceeds
being surrendered to governmental authorities at varying rates and
the remainder being negotiated on a new "free" certificate market
within eight days. Since the inauguration of the new system the
Government has maintained the "free" certificate market at a rate of
L+10 pesos to the dollar. It has been estimated that an over-all
depreciation of about 15 per cent occurred in export rates and Ll per
cent in import rates.

On the import side, Category I, or essential, imports have
been freed from quantitative restrictions, and more Category II and
I1I, or non-essential, imports have been authorized under the new
systems The free exchange market for capital and non-commercial trans-—
actions has been continued in the same manner as before the reform.

The foreign exchange system provides the Government with an
important source of revenue, equal to approximately 10 per cent of
ordinary receipts. These receipts are treated as regular budget
revenue and are also used to subsidize certain products, to make pay-
ments on external public debt, and to finance public works.

In effect, the exchange system taxes such important exports
as raw and scoured wool, tanned skins, and frozen beef in order to
promote the export of wool tops, wheat, rice, and various semi-
processed goods such as linseed 0il, woolen textiles and leather
goods. In addition, exchange profits have been used to hold down:
the cost of domestically consumed meat, flour, bread, and milk.

Thus there has been a diversion of resources from proved lines of
production to basically untested lines. Income~distributional and
fiscal functions are performed by the exchange system.

%hile the system has permitted the growth of certain pro-
cessing industries and thereby speeded economic diversification and
industrialization, it has also contributed to uneconomic or high~cost
production, excess capacity, and contraband activity.

¥heat and rice aided - The chief examples of high~cost
broduction are wheat and rice, both being non-competitive in world
markets. The effect of high support prices on the production of
wheat and rice is dramatically revealed in Table B (see Appendix).
High-cost rice, in order to compete internationally, has received
breferential export rates. Under the August 1956 reform, the effec-
tive rate was depreciated from 3,100 to 3712 pesos to the dollar.
In addition, minimum support prices have been maintained for rice and
Wheat, involving a heavy government subsidy. Between 1952 and 1953,
wheat output almost doubled and since 1949 rice output has doubled.
In addition to wheat and rice, other high~cost products can be cited,
such as wool tops, texiiles and €geSe
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This increased emphasis on certain agricultural products
has brought about a serious decline in cattle population and slaughter-
ing, leading to excess capacity in the frigorificos (meat packing
plants), labor strikes and unrest, and heavy government subsidies to
the frigorificos. Caught between high costs and unremunerative ex-
change rates, the frigorificos have been subsidized by the Government,
since they are forced to purchase livestock at minimum government
prices. Moreover, cattle producers have frequently failed to receive
cash payment for their stock because of the arrears on government

subsidies to the frigorificos, another factor tending to reduce mar=-
ketings.

Yiool tops subsidized - Tiool tops are typical of the semi-
processed goods the Uruguayan Government has been attempting to pro~-
mote. Exports first began to be important in 1949 when they were
glven a preferential rate of 2.35 pesns to the dollar as compared with
the basic export rate of 1.519. 1In lay 1953, the United States Govern-
ment i?posed a countervailing duty on Uruguaran wool tops of 18 per
centsl/ United States imports dropped from :22 million in 1952 to
$2,000 in 1954 -~ but trade was shifted to Europe where sales increased.
Late in 1955, Uruguay found it necessary to raise the rate in order
to move tops and it appears doubtful whether the industry can maintain
exports, even with existing subsidies, at the high levelc of recent
years.,

Cther price and exchange problems - Another problem generated
by the Covernment's price and exchange pollcies has been the growth
of black market and contraband activities in various products. In
September 1956, the Linister of the In‘erior estimated the outward
smuggling of cattle alone amounted to 300,000 head a year.

Added to the above problems have becen the usual ones of
meeting foreign comretition. Thus Uruguay's flax industry has been
depressed due to United States competition in flax growing, and the
Us S. market for hides has dwindled as tue U. S. switched its position
from that of net importer to net exporter. Iven if an exporter desires
to adjust his prices in order to meet competiticn, it is not always
possible since the Controlier of Exports is empowered to refuse an
export license if the product is being sold below the officially
approved price.

In short, government policies resulting in the readjustment
of price relationships have brought about an over-emphasis on some
products and an under-emphasis on others, to the detriment of sound,
well-balanced econonic development. The resulting readjustument of
production in Uruguay has clearly been carried beyond the point of a
beneficial spur to industrialization -- to a point of near catastrogphe

1/ The current duty is 6 per cent since kiarch, 195l.
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in some of the country's basic industries. Symptomatic of the coun-
tryts economic difficulties brought on by distorted prices are the
many problems which have arisen in the international sector.

The international balance of payments

Uruguay's recent trade difficulties had their origin in the
Korean Vlar boom when the prices of primary products rose markedly.
Wages and other costs rose at the same time and did not decline pro-
portionately at the end of 1951 with the slump in the prices of primary
products. Uruguay has attempted to maintain its high wage~cost-price
structure in the face of less remunerative international markets, and
S0 far it has been a losing battle. Since 1950, with the exception
of one year, 1953, both the trade balance znd the balance on current
account have been negative (see Appendix, Table C).

The large rise in imports in 1951 resulted from a more
liberal import policy inaugurated in the middle of 1950, namely, the
introduction of the Sworn Declaration system which abolished the
requirement for prior-import permits. ith imports drastically exceed-
ing exports in 1951, the Sworn Declaration system was suspended at the
end of the year. Thereafter severe import restrictions were instituted
and this action, coupled with a significant rise in exports, resulted
in a surplus for 1953. Later the import restrictions were relexed.

An examination of Uruguayan exports (see Appendix, Table D)
reveals some of the reasons for Uruguay's economic weaknesses in the
international section. Probably most significant is the extremely
sharp drop-off during 1955 in volume and value of meat products.

Hide and bristle exports also declined, although to a lesser extent.
As pointed out earlier, this sharp decline in meat production stems

from the increased emphasis on wheat and certain other products, and
probably from the increase in smuggling.

Geographic shifts in trade - There has also been a shift in
the geographic pattern of Uruguayan trade which has created economic
difficulties (see Appendix, Table E). The most striking aspect has
been the sharp decline in exports to the U. S. This is largely due
to the Us S. countervailing duty on wool tops and increased U. S. pro-
duction of hides. With imports from the U. S. not declining propor-
tionately, Uruguay's dollar problems have intensified, though some
relief has been provided through the use of switch transactions allowed
under bilateral agreements. The use of switch arrangements has, how-
ever, increased the price of imports by an estimated 3 to 16 per cent.
In March 1956, the Government prohibited further switch transactions
with certain countries.

The decline in exports to the United States has not, on bal-
ance, been offset by an equivalent increase in exports elsewhere.
Instead, the trend since 1953 has been one of declining total exports.
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-6 - Uruguay's Economic Problems

, Naturally the low level of export receipts has brought on
import problems. The importation of non-essential and luxury goods
has been increasingly cut back. Because of both the dollar shortage
and generally low exports, there has been a serious shortage of raw
material imports. In April 1956, a governmental attempt to borrow
$30 million from a group of U. S. banks, largely to relieve this
materials shortage, was unsuccessful, negotiations having been sus-
pended indefinitely after the banks insisted on gold collateral.

Exchange reserves fall - The deficits in the balance of pay-
ments in recent years have brought on a marked decline in gold and
net foreign exchange reserves as indicated in Table 2 below. While
there was an improvement during the first quarter of 1956 when wool
exporters finally sold their stocks under the stimulus of a temporary
export bonus, gold and net foreign exchange reserves have continued
to remain at a relatively low level.,

Despite the sharp deterioration in the exchange position,
it should be noted that the current level of reserves is equal to more
than a half-year's import requirements. On the other hand, approxi-
mately 88 per cent of total gold holdings on November 30, 1956 were
utilized as backing for government note issue. 1/ At the end of
November 30, 1956, the proportion of gold backing to total note issue

. was Ll per cent.

Table 2

Gold and Net Foreign Exchange Reserves
(In millions of U.S. dollars)

End of Gold Net Foreign Total
Period Exchange Holdings
1937 75 -3 72
1945 195 57 252
1946 200 g2 291
1947 175 81 255
1948 16l 77 241
1949 178 38 216
1950 236 76 312
1951 221 -22 199
1952 207 10 216
1953 227 7 234
1954 227 =49 178
1955 216 -74 141
1956 186 -39 147

Source: Suplemento Estadistico, Banco de la Republica.

1/ A description of note cover requirements is contained in the
T  section on credit expansion.
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-8 - Uruguay's Economic Problems

For a long period, Uruguay had a reputation for sound, con=
servative management of its economy and hence it has been a favorite
repository for foreign capital. During the Korean Var, there was a
relatively large inflow of foreign capital seeking sanctuary in
Uruguayan banks. Since 1952, however, with the gradual return of con-
fidence in the maintenance of peaceful international relations, the
flow has been outward. The net result of this outward capital flow
has been to increase further the strain placed on Uruguay's inter-
national reserves.,

The continued balance~of-payments difficulties have, of
course, created pressure for devaluation of the peso and this has
occurred, although on a piece-meal and gradual basis (see Table 3).

Table 3

Free Rate of Uruguayan Peso
(Peso per U.S. dollar)

End of': Free Rate End ofs Free Rate

1947 1.50 March 1955 3.15
1948 2.38 June 1955 3,20
1949 2.97 Sept. 1955 3.49
1950 2.07 Dec. 1955 3.67
1651 2.40 March 1956 3.98
1652 2.75 June 1956 L.30
1953 3.04 Sept. 1956 L.08
195, 3.18 Dec. 1956 3.79

March 1957 3.82

Source: International Financial Statistics, Inter-—
national Monetary Fund.

In summary, Uruguay's balance-of-payments problems are long-
run rather than short-run in nature. On the surface, difficulties
appear to have arisen due to the drop in meat and hide exports, out=
ward rather than inward capital movements, and the maintenance of a
relatively high level of imports. Temporary increases in wool exports
have not been sufficient to compensate for the decline in meat, hide,
and other exports. Going behind these surface manifestations, it is
evident that a large share of Uruguay's economic difficuliies can be
laid to distortions in the price system which in turn have affected
production.

The obvious solution to the above problems is for the
Government to restore, to the fullest extent possible, freely working
markets to stimulate production of those products in which the country
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-0 - Uruguay'!s Economic Problems

has the greatest comparative advantage. Various subsidies and support
prices should be gradually reduced, and the fair return permitted by
the market should be granted to wool and meat producerse. Inefficient,
high-cost industries which eannot stand up to foreign competition under
realistic exchange rates should be weeded out and the exchange profits
from the country's most promising industries should be returned to
those industries for investment and improvement. Exchange devaluation
is only one step in improving the international competitiveness of an
industry. There must also be an introduction of modern equipment and
technical know-how in order to reduce costs and improve quality, hence
making the product more competitive in international markets.

Public Finance

Uruguay's third problem area relates to the field of public
finance. Symptomatic of the countryt's fiscal difficulties have been
the frequent budget deficits, a narrowing market for government
securities, and the failures to meet certain financial obligations.

The Government's deficits (see Appendix, Table F) can be
broken down into three categories. In contrast to deficits of 12.17
and 26,60 million pesos in 1949 and 1950, respectively, there were
surpluses in the Ordinary Budget in 1946, 1947, and 1948. The budget
deficits for 1956 are expected to be similar to those for 1955, Direct
tax receipts constitute only about one-fourth to one-third of total
revenues. ihile the decentralized enterprises (often referred to as
laterals) include only the four listed in Table Fy, there are many other
autenomous, self-supporting agencies sponsored by the Government that
are not reported on in the Govermuent's budget message.

Yost of the payments made from the Exchange Differential
Fund are for wheat and meat subsidies. In recent years, such payments
have been equal to about 70 per cent of total payments from this Fund
and in 1955 were 76 per cent.

There are many reasons for Uruguay's continuing budget
deficits. Since 190k, two cardinal principles have been maintained.
These are that there should be no personal income tax and that the
chief executive should not have strong powers. It is often said that
Uruguay's main problems spring from these two principles, in that the
lack of a personal income tax causes budget deficits and the plural
executive form of government makes it extremely difficult for the
Government to pass and implement needed measures. This undoubtedly
oversimplifies the problem, but has a certain validity.

The Government is aware of the deficit problem and attempted
in 1956 to introduce a relatively modest personal income tax, but the
measure was defeated. Uruguayans believe that such a tax would injure
the laboring man's welfare, adversely affect personal initiative, and
discourage the inflow of foreign capital.

NOT FOR PUBLICATION
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However, the lack of a personal income tax is not the only
factor tending to cause fiscal difficulties. The large number of
government employees has increased wage and salary payments to an
abnormally large proportion of total government expenditures. Other
factors are the heavy wheat and meat subsidy payments, the relatively
low rates charged to customers by public enterprises, and the wage
boosts granted to government employees. The fact that the exchange
rate system has to be utilized to provide a significant share of
government revenues is also indicative of the inadequacy of the pres-
ent revenue system.

As would be expected, the government deficits have lead to
an increase in public debt. Table L below indicates the amount of
internal and external public debt outstanding. Approximately 70 per
cent of the debt is held by such government institutions as the Soeial
Security Institutes, the State Insurance Bank, and the Central Bank,
the remainder being held privately.

Table 4

O oSt psepeo.

National Fublic Debt Cutstanding
(In millions of pesos)

_End of; Internal External 1/
1950 761.32 116.80
1956 1,161.53 96.7hL

1/ Includes mostly older debt incurred between 1889 and

T 1937, expressed at an effective exchange rate of about
one peso per U. S. dollar, TVith the peso currently
valued at a basic rate of 1.519 pesos to the dollar,
the real extent of the foreign obligation is understated.

Does not include loans from IBRD or Eximbank. On
December 31, 1956, Eximbank had disbursed $16.9 million,
of which $9.3 million had been repaid leaving $7.6 mil-
lion still outstanding. For the same date, the IBRD
had disbursed #36.3 million, of which $3.3 had been re-
paid .

Sources: Deuda Publica Nacional, Direccion de Credito Publico;
Suplemento Estadistico, Banco de la Republica del
Uruguay.
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Domestically there has been a definite narrowing in the
capital market for government securities. Uruguayan authorities
estimate that only about Ur $50 million in new long~term government
securities can be absorbed by the market annually. This presents a
problem since Congress in January of 1954 authorized the issuing of
bonds totaling Ur $173 million in order to fund the 1951-52 deficits.
Vhat is not financed in the capital market 1/ remains as unpaid
obligations to individuals and institutions such as the local
frigorificos.

Another aspect illustrating the difficulty in marketing
government securities is recourse to the issue of treasury notes
denominated in U. S. dollars. Currently about 90 per cent of the
treasury notes outstanding are denominated in U. S. dollars, however,
for the last three years the volume of treasury bills outstanding
has not changed significantly.

Uruguayan authorities tend to view the narrowing of the
capital market as temporary, but this is doubtful in view of the
worsening economic situation and its long-run nature. During 1956,
the legislature failed to enact effective tax reforms and little
improvement, if any, is antitipated in the Go¥ernment's fiscal situam
tion. The Government currently is in arrears on large subsidies owed
to the meat packers, and at times has even failed to make pension
payments, the failure being regarded in some quarters as a public
scandal.

As mentioned earlier, effective government action to combat
the various economic difficulties has been hindered by the structure
of the Uruguayan Government. Due to a unique political arrangement,
the nine-man National Council of Government (N.C.G.) does not have
majority backing from the legislature, In view of the above, govern-—
ment action has been very slow and often ineffective. One of the
chief reasons for using the Exchange Differential Fund as a major
source of revenue is because of the difficulty in getting effective
tax measures approved.

The yearly budget deficits have had inflationary implica-
tions, but it should be noted that the main factors contributing to
inflation have been three-fold: first, the fiscal deficits, which
are becoming increasingly difficult to finance by non-inflationary
measures; second, the significant increases in wages, which have not
been mateched by increases in productivity; and third, the protectionist
policies of the Government which have kept Uruguay a high-cost and
high~priced economy.

1/ The Government is allowed to issue treasury bills for the difference
T  between authorized bond issues and the amount actually placed in
the market.
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Credit expansion

Turning next to money and credit, the yearly increases in

ban§ cridit and money supply have been significant (see Appendix,
Table G).

Taking the past five years, there has been a steady increase
in the cost of living, the index increasing approximately 10 per cent
per amnum for the last two years. Data presented in Table H in the
Appendix suggest that bank credit to the private sector has been a

greater source of inflationary financing than bank credits to the pub-
lic sector,

Available data (see Apprendix, Table I) indicate that until
recently, commercial banks have had sufficient excess reserves to
expand credit. The negative position for 1955 would also appear to
indicate a fair amount of latitude on the authorities' part in per-
mitting a violation of the legal reserve requirement.

A second factor which has permitted significant expansion
of private bank credit has been the liberal rediscount policy of the

Banking Department of the Bank of the Republic as irdicated in Table 5
below.

Table 5

Rediscounts: _Bank of the Republic
(End of perioc; in millions of pesos)

1951 1952 1953 1954 1955 1956
Sept,

Rediscounts 29 Lo 39 108 139 167

Increase
during period 11 11 -1 09 31 28

Source: Balance Sheets, Banco de la Republica.

Because of this expansion in private bank credit, the defi-
cits in the balance of payments have not had their beneficial con-
tractionary effect and inflation has continued, The continuing
increase in the money supply has also increased the pressure on the
balance of payments.

Reserve requirements for private banks increase when the
proportion of deposits to capital and reserves reaches specified ratios.
While it appeared that tnis provision was having a restraining effect
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in 1950, bank profits have since been sufficient to permit a doubling
of paid-in capital, and the provision has not had a restraining in-
fluence since.

Rediscounts large - Turning next to central. bank rediscount-
ing, it appears that this tool for restraining credit expansion has
not been seriously exercised, as indicated in Table 5 above. The
Bank of the Republic apparently does not believe in the efficacy of
the rediscount rate as a tool of monetary policy and for years has
kept the rate at the low level of 3-~1/2 per cent. 1/ Total charges
for most bank loans vary from 7-3/L to 10 per cent. The scope for
open market operations is limited and the central bank has no power
to vary reserve requirements for commercial banks.

Turning finally to the influence of note issue laws on the
expansion of the money supply, neither in law nor in practice does
there appear to have been much restraint. The law states that notes
may be issued: (1) for an amount equal to the capital of the Bank of
the Republic, at present Ur $70 million, (2) against silver, up to
Ur $12 million, (3) against rediscounts of first class commercial paper
of up to 180 days maturity, and (L) against 100 per cent gold backing.
Since the first two requirements are usually fully utilized, this
means that note issues depend largely on the rediscourting of commer-
cial paper and the gold holdings of the central bank.

In actual practice currency issue has been quite flexible
due to the following amendments to the basic law:

(1) Laws of June 2L, 1948 and November 16, 1950 allow the
Issue Department to accept rediscounts as currency backing. The only
limitation to such rediscounting appears to be the availability of
eligible paper and the Bank's willingness to accept it. Currently
such rediscounts account for almost 50 per cent of total currency
backing;

(2) Law of November 16, 1950 which increased the capital
of the Bank of the Republic from Ur $60 to Ur $70 million; and

(3) Law of February 18, 195L which permitted currency
issue during the season against bills presented for the financing of
wheat crops. Neither in law nor in practice have the banking authori-
ties in Uruguay been seriously restrained from contributing to sources
of inflation.

1/ On October 13, 1955, however, the Bank did increase the rediscount
T rate from L-1/2 to 6 per cent on certain types of paper and also
stiffened requirements for renewal of rediscounted paper.

NOT FOR PUBLICATION




- 1L -  Uruguay's Economic Problems

Inflationary pressures have been restrained to some extent
by heavy importing, non-inflationary financing of government deficits,
and a steady increase in the volume of time deposits as indicated in
Table G« Yet there is some indicatjon as inflation continues that
the flow of funds into fixed-yield investments and time deposits is
decreasing, a trend which may well be accentuated in the future.

Conclusion

In conclusion, the Government realizes that the country is
in economic difficulty, but the reform measures which have been pro=
posed to date generally fall far short of being realistic and effectivs,
Uruguay's problem is not one of lack of investment opportunities, but
rather a mis-direction of investment, and the growth in basic products,
such as wool and meat production, has been curtailed by lack of adequate
remuneration. Because of these difficulties, the country is falling
behind and its future will be uncertain as long as there is a dearth
of investment in the more remunerative products. The solution to
Uruguay's problems involves the restoration of a relatively free price
system with the incentives that such a system provides. Such economic
reforms should inciude the institution of a unitary and realistic
exchange rate in order to provide adequate incentive to producers of
important export products. The changes should also include effective
fiscal reform which would eliminate government deficits. In order to
do this it may be necessary to pass income tax legislation. It will
also be necessary to meet all government cbligations promptly and
thereby improve the capital market for government securities and
restore individual confidence in the credit of the Government. Finally,
the excessive rediscounting facilities provided to commercial banks
should be curtailed and credit expansion brought into line with the
real rate of growth of the country's economy. In short, Uruguay needs
a broad, coordinated progran of eccnsmic reform rathsr than the piece=-
meal measures that seem to have been taken to date.
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Appendix
Table A

Livestock Population, and Meat and Wool Production

1 | Livestock opulation

Meat production

Wool production

(1,0007s of head) (1,000's of metric tons) |(1,000's of motric Tons -
Cattle Sheep Beef & Mutton &
o - Veal Pork Lamb
| 82971/ 17,9311/ | 266 i 6l 5h.8 2/
6,821 19,560 Node Nea, Neds 7945
| 1950 | n.a. 22,6146 298 1l 69 Thol
1951 8,15L 23,L09 317 18 51 8Ll
1952 | n.a. 2k,5L3 | 302 18 62 854
1953 | 8,013 25,677 325 20 éL 9140
I95L | 7,819 26,778 i 300 15 €0 919
1955 | 7,50C 3/ n.a. | Rede Neds Nede 872
’ 1956 | 7,305 22,954 § Ne8, Nele Nede 9040

May 1937,

1/
g_? 1938-39 average 5 years ended Seotembser 30,

Estimats,

SOURCES: UeNe Statistical Yearbook; Suplemento Estadistico, Banco de la

Republica, Uruguay,
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Appendix
Table B

Indexes of Agricultural Production
(1938~39 Average = 100) 1/

Wheat | Linseed | Qatg- Barley |Corn |Sunflower | Peanmuts | Rics

| %352;229) 100 100 100 100 100 100 100 100
1951 100 87 68 155 191 508 195 120
1952 110 137 75 113 80 570 73 154
1953 106 105 77 140 143 39L 89 172
195L 188 62 119 25k 146 3L9 127 202
1955 196 61 €6 260 135 362 116 222

q 1956 2/ 195 5k 81 255 | 19 n.a. nede | 222

%l/ For sunflower, peanuts, and rice, 19L6 = 100,
2/ Estimate,

SCURCE: Suplemento Estadistico, Banco de 1a Republica,

. YOT FOR PUBLICATION




Uruguay!s Beonomic Problems

Appendix
Table C

Uruguayan Balance of International Payments
(In millions of U,S, dollars)

Yoar - Terchandise — Net balance of
Exports Imports Balance | goods and serviceg
9h7 178,5 225,8 -47.3 -3842
1948 1942 213.6 ~19.4 ~1241
1931:9 203.6 19503 + 8, 3 + 949
1950 265.3 215'3 +SO|0 +h903
1951 25043 325,8 =~T75.5 ~7649
1952 2188 249.6 =3048 -33.9
1953 l 281«-5 205 o0 '**7605 +7046
d 195 | 262.9 2881 25,2 ~33.3
1955 193.6 23745 ~4349 ~5042
1955) ‘
1st nine months) 12947 16067 ~3140 Nede
1956)
Llst nine months) 1L5.7 151,2 - 5,5 Neas

SOURCE: Balance of Payments Yearbook, International Monetary Fund;

International Financial Statistics, International Monetary Fund,

. NOT FOR PUBLICATION




Uruguay'!s Economic Problems

Appendix
Table D

Volume and Value of Uruguayan Exports
(Volums in thousands of metric tons; value in millions of U.S. dollars)

| Scoured | Greasy Meat Hides Agricul~ | Wool
| Year| wool wool products and tural tops

i bristles ; products ‘ v e L/
__{Vols {Value|Vol, Value | Voles|Value | Vol, {Value| Vol. Value Vol JValus }Vol, Valu
19501 9491 2045180, T (1322 [125.0[13.2 1 T3.31 29,31 001 L9 | 2 7231

1951 L8 21e2128.8| 7543 [10146{Lke6 | 27,0 25,8 223,61 35,5 | L42 20‘9 4;';av
| 1952] 647| 11453940 56481 81,0 40,6 U3.71 23.L{30Le0 | k9e5 | 85| 22,0
1953 12.7‘ 234816648]10355 | 78,7/ LLe2 | 10a2| 2L42{21040 | 3042 |13.2 37k
195411005 | 17,9\ LSu1| 7he? | 82.4[15.5 | 32,51 185|797 | 52.4 113 31e9
195517262 234913642 50,3 | 1240] 702 | 28,5 | 15,0/530,5 | 18,9 | 1207 3141
,ISSSIlst seven monthss

6e9 1340 15.0' 2360 | Te0p 325 15,51 84836843 | 29,5 | 7.2 1843|41949| %l

l 1
q 1956 1lst seven monthst

t 9.&, 15.9‘35.5; b3e9 11767] 89 [ 17,2 | 7.6{317.8 | 23.2 | 942] 204 8] 106, 2203
i

2 f
}/ Foreign trade values are not adjusted so as to includs estimates of
contraband activity, Also manufactures and other miscellaneous exportsy
equal to approximately 3-1/2 per cent of total exports, are excluded,

-t

SOURCE: Suplemento Estadistico; Panco de la Republica, |

. NOT FOR PUBLICATION
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Uruguay!s Economic Problems

Appendix
Table F

Uruguay: Government!'s Deficits, 1951~1955
(In millions of pesos)

1951 11952 11953 158k [ 1955

{ 1e Deficits in ordinary budgets 9.5 32,7 7049 L9.7 2840

{ 2¢ Decentralized agencies and

/ enterprisest 18l 1742 | 2148 349 245
01d age pension fund 55 1.6 -=-1 ~=1/ -=1
Highway fund 2.8 209 | 0e9 | Ouli” | =04172/
Ports administration 345 2,0 78 lel =Je. 2/

State railroads 6.6 107 1341 2¢h 5¢9
3¢ Special extra-budgetary zccountss 16,6 22,7 hoi 12,6 | 6543

Exchange differential fund 46,6 3/ ] 13,8 Lboi  112.5 | 628

Other special aceounts — 849 b/l -- 1/ | 0,1 2.5
ke Total government deficits: The5 7246 97,1 6665 9548

1/ Dash (=-) = nil or negligible
. 2/ == surplus
g/ 4Ls of March 1, 1952, Includes deficits incurred in previous years,
L/ Accumulated deficits incurred in the period 1946-1952,

SOURCES: National Council of Government's Message to Congress, June 30, 1953,
as published in E1 Dia, Montevideo, July 1, 1$53; El Dia, Montevideo,
Juég 1, 1954; La Vanana, July 6, 1955; Rendicion de Cuentas, June 26,
1956,

. NOT FOR FUBLICATION




Uruguay'!s Economic Problems

Appendix
Table G

Bank Credit, Money Supply, Time Deposits
and Cost-of-Living Index

Bank credit Money supply Time Cost of |
End | (In millions of pesos) | (In millions of pesos) deposits living
of To To ' i (In nillions | indexly/
year |private |government | Currency Deposits3/(Total; of pesos) (1953=100)
_|sectorl/ | sector2/

1937 226 Ne2e 7542 78.8 15} 170 Lo
1945 329 55 1L7 189 336 341 55
1946 L2s 60 176 217 393 392 60

- 1947 529 91 202 203 Lo5 L21 70

- 1948 536 11l 231 213 LL3 159 71
1949 686 162 251 223 L7k 51k 75
1950 783 192 a1l 26l 577 581 72
1951 |1,004 188 323 2l 571 652 82
1952 1,050 189 353 271 62l 687 oL
1953 [1,152 221 388 3cL 691 787 100
195L 11,372 260 32 315 Th7 866 112

. 1955 1,556 305 Ls2 320 773 908 122

1956
Octe 1,763 373 130 348 778 | 1,000 1305/

;/ Includes domestic loans and investments of the Banking Depariment of the

Central Bank and other commercial banks to busin
2/ Includes domestic loans and inve
Central Bank and other commercia

entities,

gsses and individuals,
stments of Banking Department of the
1 banks to the Goverrment and official

2/ Figures include deposits of official entities but do not include sight
deposits in the Cajs Nacional de Ahorras y Descuentos,

L/ Index of the prices of basic

Montevideo.

out of date and includes relatively few cormodities, some of which are still

goods and services consumed by workers in

This index probably understates price increases since it is

subject to price control by the Governmen ¢

S/ 195 average,

SOURCE: International Financial Statistics, International Monetary Fund,

NOT FOR PUBLICATION
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Appendix

Table H

Money Supply and Inoreases in Loans
and Investments in Public Sector and Private Seetor
(In millions of pesos)

End Loans to_public sector __Loans to private ssctor
of By Bank By private By Bank | By private Money supply
year | of the |commercial|{Total | of the commercial |Total
— Republic|bank Republic |bank
1951 =k 0 -l 73 153 221 571
1952 -1 2 1 37 11 L6 62l
1953 ~2 2l 22 3 102 102 691
1954 iy 2 L9 38 186 220 747
1955 63 ~18 L5 79 101 18k 773
1956 Octy 51 17 68 52 155 207 778
SOURCE: International Financial Statistics, International Monetary Fund,
Table I
Reserve Position of the Commercial Banking System
(In milljons of pesos; end of period)
Sep‘b.
1949 1950 1951 1952 1953 195L 1955 1956
Reserygg
Eligible cash
reservesl/ oh 18 11k 13k 138 114 122 128
Government bonds 16 26 26 28 52 54 36 Sl
Total reserves 20 ILL 110 162 190 188 158 182
Total legal reserve
requirements 91 109 116 125 148 155 165 182
Excess reserves +29 +35 +2l +37 +02 +13 7 0

1/ Cash and demand deposits in the Bank of the Republic and in the clearing

housss,

SOURCE: Suplemento Estadistico, Banco de la Republica,

NOT FOR PUBLICATION






