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FOREWORD

This is one of a series of reports on Economic
Controls and Commercial Policies in the Latin American
Republice.

Other work in preparation by the Commissiomn -
relating to trade problems of the Americen Republics
~ includes a serles of reports under each of the following
headings: Mining and Manufacturing Industries; Agri-
‘cultural, Pastoral, and Forest Industries; and Recent
Developments in Forelgn Trade.

In the preparation of this report the Commission

had the services of David Lynch, Allyn C. Loosley, and
‘other members of its staff.
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ECONOMIC CONTROLS AND COMMERCIAL POLICY IN URUGUAY
o Introduction

Uruguay-—e puzmary description.

The Republic of Uruguny,y eituated on the southeasiern coast of South
Americay is bounded on the north and northeast by Brazil, on the wost by - -
Argentina, and on the south by the estuary of the Rié de la Plata, Its
area, 72,153 square miles, is somewhat larger than that of the State of
North Dakota. ‘ ) :

Eastern and southern Uruguay consist for the most part of low, rolling,
grassy plains, which are an eaaterly extension of the Argentine pampas, The
topography of the northern and northwestern parts of the country is more
varied, Here low, wooded ranges, the gouthward extension of the Parand
platean of southern Brazil, alternate with broad walleys. The peninsular
position of Uruguay gives it an equable and healthful ¢limate, Rainfall is
well distributed throughout the year, being heavieat in May and October.
Because Uruguay is in the South Temperate Zone, its seasons are the reverse
of those in North America.

According to the census of 1908, the population of Urugusy was 1,043,000.
In 1942 the number of irﬂmb_}a.nts was eatimated to be 2,147,000, or about 29
persons to the square mile, Nearly one-third of the populatien is concen~
trated in the capitel and principal city, Montevideo, which in 1942 had an
estimated population of 704,000. Uruguay has a high degree of racial homo-
genelty, more than nine-tenths of ite people heing of buropean extraction.
The -rest are mestizos, Indians, and Hegrocs. The language of the country is

Spanish.
3
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Begause of the flatness of the torraln snd the abundance of natural feeds,
the raising of livestock early became the principal Uruguayan industry; more
than three-fourths of. tho country's area now is devoted to grazing.

In the development of pastoral industries, Uruguay has resembled Argentina,.
During the colonial pericd the area along the Uruguay River became the center
of an important moat-salting and meat-drying industry, which maintained its
importance until after the introdiiction of the frigorificos (large meat-packing
plants) at the beginning of this century. The frigorifico was slow in
gaining prominonce in the Uruguayan meat industiry bocause at first the native
cattle did not produce a grade of beef for which thure was demand in export
markots.,  AB brecds of beef c¢attle were impreved, largely through the
importation of breeding atock, the frigorffico becamc dominant. The number
of cattle in the country in 1860 was about 3.6 million; by 1908 it haa
reached more than 8 million. Since then it hes ranged hetwoen 7 and 8 million,
As in Arguntina, flocks of sheop tonded to increase in Uruguay until the area
available for grazing was reduced by tho sottlemont of the country, causing a
partionl shift from pastoral to agricultural sotivities. Since then attention

1/ 0fficially known as Repiblica Oriental del Umgung.

2/ Uruguay is thu most dcnsely populated country of South America.

}/ This brief description of the Urugueysn economy relates principally
to the period before the outbreak of the war.
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has been dirccted to improving the breeds rathor than to inereasing the num~
ber of sheap. In 1930 the mumber of sheep in Uruguay was 20.5 million; in
1932 it was only 15.4 million, but by 1937 it had increased to ncarly 18

on. '

L

A though Urugusyan agriculture is a minor occupation as compared with
pastoral industrius, it has increased in importance in recent years. The
Governeent has endeavored to stimulate agriculture and to extend the adreage
devoted to crops, yet only ubout 6 percent of the country's arca iz under
cultivation. Wheat, corn, flaxaced, oats, and barley sre the princlpal crops,
but tobacco, citrus fruits, and a variety of vegetables also are grown.

Since the beginning of this century grape cultivation and winc making have
undergone considerablc developmunt. 1In the last century Uruguay imported
most of its breadatuffs, but now it produces enough wheat to supply the
domestic demand and to leave a small exportable surplus.

Mining is of little importance in Uruguay. Scme gold is ained in the
northern part of tho country, but there is no commercial production of other
metals, There are, however, important deposits of nonmetallic mineral mate—
rials such as granite, marble, and tale.

B_rs_-m_&mmm-y

In inturnational trade, Urugusy ordinarily occupies seventh position
among the nations of Latin l\lnel':ma.é In 1938 oxporta, which amounted to 96
million pesos (55 million dollnrs,?/ representod 3 percent of the valus of
those from the 20 Latin American republies, and 4 percemt of those from the
10 South American countries. In the same year, imports were valued at 75
million pesos (43 million dollars), or 3 poreent of the value of all commod=
itiea imported into the 20 Latin Amcriecan nations, and 4 percent of those
takon by the republics of South America. Urugusyan cxports have usually
exceeded imports; in the period 1936-3¢ the export balunce renged botwecn ‘
10 apd 13 million dollars. :

The outstanding feature of the Uruguayan oxport trade is the extent of
the country's depcndence on the products of pastoral industrics. In tho
pariod 1929-18 four-fifths or more of cll exports, in terms of value, con-
sisted of animals and animal products. Notable developments in the export
trade during the decade were the decline in the importance of exports of moat
and meat extracts and the increasing importance of exports of wool. In .
1938 tho principal export markets were the United Kingdom (26 purcent of the ~
total value of the trade), Germany (23 perccnt), Argentina (9 perccnt), end
France {7 percont).

Uruguayan imports consist of a wide variety of manufacturcd products,
semifinished producta, raw materials, and fuels. The cutetanding features of
the import trade .un the decnde 1929-38 woro the incruase in the relative impor-
tance of imports of materials and equipment for industry, the naintenance by
the United Kingdem of its position as the prineipal supplior of Urugunyan
imports, the variation in the share of total imporis furmishud by the
United Stutos, and the increase in the ahare of Germany in 1938. The
principel sources of imports in 1938 wore thu Unitud Kingdom (20 percent of
the total value of the trade), Germany (16 percent}, the United States (12
porcent), and Brazil (8 percent).

1/ For a detailed enalysie of the foreign trade of Uruguay ue well -\ -
as the other countries of Latin Americe in the decade 1929-38, see '
U. S. Turiff Commiseion, The Foreign Trade of Latin America (4 wvols.),
Report No. 146, Second Series, Weshingten, 1342.

2/ In 1938 the average exchange rate of the Uruguayan peso was
$0.5697 (U. S. Currency) (U. S. Tariff Commission, The Forelun Trade
of Latin America, pt. II, vol. 1, p. 250.)
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General Character of Economic Controls and Conmercial Policy

The pattern of economic control in Uruguay differs guite markedly from
that in otber Latin American countries becauso of thu extunsive use of public
corporations to provide various publie sorvicos and to wngage in a numbur of
important productive enterprises. Measures affecting forcign trade have
been amployed to scourg rovenucs for the National Governmunt, to promote the
tho development of domestic industrios, to husband exchang. balances, to
devulop ‘export industrivs, to conservo ossential supplievs, and to restrict
tho activities of enemy aliens. Intornnl controls havc been directed mainly
toward tho industrialization of the country, the raticning of csesential
materials, the stabilization of prices, and tho public¢ operation of utilitiocas
and industries.

The customs tariff hzs becn employed by Urugusy with inervasing cmphasis
gince 1861 to protect domestic industry, although revenue continucus to be
an important motive and import duties ordinarily account for about one-third
of th¢ income of the Government. Export taxes, on the other hand, play a
minor role in the fiscal system, accounting for only 2 percent of national
rovepues, The exchange control systcm of Urugumy, in operaticn since 1931,
16 one of the most rigid and complicated in Latin America, and has beun
cmployed to pramote tradu bilateralism as wcll as te foster domustic indus~
tries. Profits from exchange control have been substantial, and have been
used principally to pay bountics on solected cexpert products. Botween 1933
and 1935 Uruguay nogotiated trade-balancing and clearing agreemonts with
8 countrieca. Most-favored-nation agrocments have buen concluded with 12
countrivs since 1933. Since the cutbreak of thu war & nunber of measures
have been adopted to control the wrport and rcexport traode, to conserve
essential supplies, and to prevent tho flow of strategic maturials to the
Axis Powors.

The characteristic feature of Urugusyan .conomie conirols is the
extensive use of publicly owned commercial and industrianl enterprises.
Through them, the Government sells insurance; manufacturcs alechol, pgtroleum
products, and industrial chemicals; oporates meat—pucking and {ish-processing
plante; and manages port facilitics, a rallwny system, an vlectric light
plant, and the telephone system. Public cnterpriscs have been employed in
other Latin American countries principally to yivld ruvenus, whereas in
Uruguay the chief motive for their usc has bucn te provide certain ceonomic
end soeinl benefits to the general population. Since the outbriak of the
war various measures have provided for the rationing of scurce matcrials;
no over-all system of rationing, however, hos boen establishod. Price con—
trol in Uruguay appears to be somewhot more offuctive than in most othor
countrice of Latin Ameriea; ¢ontrol is vustcd in the l‘.xacutiw and in the
National Subslstence Commimsion.

Economic Controis and Cosmercial Policy Before 1940

Tho tarirg. Y/ .

Urugusyan tariff policy is governed by the Customs Law of Januory 5,
1888, and its numerous amendments and modificatlons.,  Althcugh customs
rovenuss continue to play a vital role in Uruguayan public finance, since

1/ See U, 8. Tariff Commiseion, :mg Fogcign Trade of Latin Am rica, pt. II,

vol. 1, 1942, pp. 246-247,%nd ant Butwog o
Urupgy, 1943, pp. 10-1) [proceanaai United Jtates upd
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1B61 the tariff has been employed with inercasing umphesis to atimailate

, domostic industries. Before 1900 import duties accounted for more than
60 porcenty of all revenues; a2ince then tho ratio has declined to about 35
percent.. Evan before the emphasis upcn protection, tariff rates were
ranorally high in order to obtein the desirud reverues. Between 1900 apd

. 1930 customs revenues averaged more than 30 porecnt of the wnlug of all
inporta despite the fact that nearly 12 percent of tho impo were admlttac
duty-free. Protection wms imitiated by the tarift of 1861; the laws of 1875
and 1888, which adhared to a hiph protoctivo policy, included many ratcs of
a prohiblitory nmature., These muasures stimulated the development of numerous
domosiic industries menufacturing such products as shoes, ready-wade clothing,
matches, tobreco, mony articles of food, and liquors, Many raw materials
worg placed on the free liast to aid domostic mamufacturers. Humerous
increases in the rates of duty after 1888 were designed to increase the pro—
teotion of domestic producers. During the rocunt depression additional
tariff protection was granted on many orticlea.

The Uruguayan Exccutive has a mumbor of limited powers to alter uport
dutios autonomously. These powers have been used frequently during the
past docade. Action taken under Executlve cuthority must be reported to
tho Gonoral Aspembly, or, when it is in recuss, to a Permancnt Committec of
tho Asgembly, The principal powera of tho Exceutive with rcepect to the

¢ tariff are as follows:

{1) The Executive has bcen authorized under various laws to
transfer products required by domustic industry from their
regular clapsification io the raw-matoerials schodule, under
which the basic duty may be as low as 5 percent. . For short
pericds or for spucific shipments, in timus of domwetic shortages,
the Exccutive may entirely excmpt foodstuffs ard raw materials
from tho basic duties He is also authorizoed to grant a
9-year "privilege" for the exclusive menufacture of any article
in Uruguay. This usually implivs the transfor of tho materials
roquired by the new industry to thu raw-materinis schedule, if
they have not already been included thorein. These powers
have bcen used extensively in reccnt yoors.

(2)  According to a law of 1927 &/ thu Executive is required
to designote the seasons when, ir the intorost of Urugunyan
fruit growers, spuciul additional. import dutics on frash fruits
are applicablo,

(3) The Executive is wmpowered by a law of 1931 1o raise
bagic rates of duty from 31 to 48 poreeat ad valorem on com=
moditics similar to thosu manufacturcd in Uruguay, and to ruise
rates to 31 percent ad valorem an products classified in the raw-
materials schedulu when adequate supplies of such products are
available in Uruguay.S5/ Such action was takon in October 1931 -
vhen rates for about 550 catogories in the tariff schedule ware
increased.

1/ Uruguayan customs rovenues in 1941 accounted for 33 porcent of total
rovonaos und, 1n 1942, 27 purcent.

2/ on the basis of velue.

3/ Law No. 4265, Octcbur 12, 1912,

4/ Low Ho. 3141, Lecembsr 2, 1927.

5/ Budget law of August 6, 1931, Diario Oficial, August 12, 1931.

&/ Exucutive docreo, Octobor 6, 1931, Cierie Oiicigl, Ootobor 17, 1931.
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(L) Authority ie conferred on the Exscutive under a law of
October 10, 1931, to incresse duties in terms of Uruguayan
currency by detormining the products on which & proportion of
ocne-fourth of the duties shell be payablq in "gold" and of
inereasing this proportion to cne-half.

(5) By the law of October 10, 1931, the Executive was authorized
to increase, by as much as cne-half, tho duties and other customs
charges on the products of countrics vhich do not apply most~favored-—
nation or minimum-tariff treatacnt to Urugueyan products, or which
otharwise discriminate against Uruguayan exporta.

Uruguay has a single-column tariff with no minimm or maximm schedules,
but the Executive has been authorized to impose penalty duties up to one-
half of the statutory rate. Such pcnnlties have at timea been applied to
tho products of Spein end Cuba, Tariff concossions to neighboring coun-
tries are generally excepted from tho application of most-favored-nation
agreoments.. Except for a few concessions to neighboring countries and'
others granted to Spain on olives, sardines, and tuna {ish, the singie-
column tariff has been applied to the products of all countrices.

Uruguayan tariff dutles are ncminally ad valorem, but es thney are
agocssed on the basis of official valuations they are in effouct specific
duties. According to law, the official wvaluations are subjoct to ravision
every 3 years, but in practice they have been revised leas frequently. The

tariff was created by designating certain boso ad valorem rates and assign-
ing practically all commodities, othor than beveragus and foodatuffs, to

onc o> another of these classifications. The basic customa law of 1888
ostablished a general rate of 31 percant ad valorom which applicd to all
importe not specifically ¢mmeratsd, and provided for certain groups of
commodities specisl ed valorem rates as f6llows: 51 percent (fircarms,
runitions, perfumory, and prescrved meats); 48 percent {footwvar, brushes,
rcady-made clothtng, and furnii{ure); 44 porcent {coctoa, chocolatos, and
candlea); ent (rough lumber, iron sheots, and cemont); 15 percemt
\glass bottloagarclz percent (rotatoos, and silk fabries); 10 percent
{principally medleinals); 8 percent (books, nowsprint, and printing presses);
6 porcent (maps, globes, and thermomotors); and 5 percent (adronalin, iodinc,
dentistts gold, and iron ploughs}. Speeific dutiem were imposed on wines,
epirits, sugar, numercus other beverages and food articles, tobacco products,
and toxtiles. Many articles wore placed on the free list, the principel
ones telng verious raw materials and agricultural lmplements.

RBates of duty established by tho lnw of 1888 have been modified fre-
quently, the general trend being upsard, The most important of these

1/ Law of October 10, 1931, Piario Oficinl, October i7, 1931.
U. 8. Tariff Commission, en 1 Tardfy Troutmont

g% rieg, 1937, p. 36
The officinl unit valuations empluyed by Uruguay are recomssnded by
Cugtoms Valuation Committeos, composed of customs officials and delegates
of industrial and commercial organizetions, and aro subject to approval
of the Exccutive before adoption. Tho conmittoes are suthorized to
appralso, designate, and classify merchand:l.so, eit.her for entire tariff
scnodules or for individual itums.

Import valuws are originally compiled on tho basis of the official
appralsed valuations. Beglnning with 1918 the calculated "reasl" or market
vilucs are published for commodity groups, but not for individual commodi-

tiop. Export valuations omployed by Uruguay aro commerecial valuations,
i,c., "real" or market values.
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changes was made in 1931 &/ when dutics on a long list of products, includ-
ing hardware, naval stores, textiles, and smallwares, were changed from the
gencral rate of 31 percent ad valorem to0 48 percont. A series of enactments
also have imposed additional surcharges, ranging from 4 to 22% percent ad
valorem on designated classes of imports. In addition to the basic duties
and gurcharges, tho budget law of 1937 levied a general surtax of 1 percent
of the a}?unt of customs dutiecs and ell other taxes collected by the customs
service v

In October 1931 Uruguayan import duties were increased by requiring
that a .part of the duty on nearly every commodity be payable in "gold.®
This action was takem becausc of the depreciation of the Uruguayan currencyy
ond was in accordance with the authority grantud the Executivy by the law of
Octcber 10, 1931. Sugar in bulk, rice, coffee, kcrosene, ysrba maté,
farinn, gasoline, tea, edible oils, ond raw materisls for use in domestic
industri¢s wcre sexempted from the "gold" paymont requirement. In October
1933 a decrece increased the proportion to be paid in gold from one-fourth
to onc-half on "nonessentinls." In effect the 25 percent gold requirement
rosulted in increasing by about 59 percent the basic rates then effcctive and
the 50 percent gold rpquirement incrcased them sbout 118 percent.

The application of the revised basic rates of duty and of the mumerocusa °
additional surcharges results in & complox tariff, Most of the items in
tho Uruguayan tariff are subject to rates which, including surcharges,
excood 50 percent of the officlal valuatiena, Many of them consist of
tho 48 percent basic rate plus additional duties totaling 21 percent, and,
hence, amount in the aggregate to 63 percent, :

Dxport dutieg.

During the decade ended in 1939 export duties playcd a minor role in
tho Uruguayan fiscal system, acdounting ordinarily for about 2 percent of
the national revanues. Such duties foll primarily upon the natural prod-
ucts of the country such as wool, hides and sking, animal fats, bones, and
horns. The rates are generally specific, or are ad valorem bascd upon
officia)l waluations, which makes them specific in effect. Consequently,
export taxes tond to bear morc heavily upon the chopper gradea of goods,
Official veluations for export products have been fixed periodically by the
Committee for tho Appraisal of Export Products (Comisidén de Aforos de
Productos de Exportacién).

1/ Executive decree, October 6, 1931, Diario uficigl, October 17, 1931. °

2/ Lovied in lieu of ‘certein revunue stamps proviously required in
connostion with customs documonts. .

3/ The avcrage rate of exchange declinod from $0.8587 (U, S. currency) per
--poso in 1930 to $0.5536 in 1931.. :

4/ Theso increases refer to the rates which otherwise would have obtained
had it not been for the gold requiremant; to the oxtent, howevor, that they
componsate for currency depreciation, thoy ropresent no effective increase
in the tarif{ burden. To the oxtent, howovor, that the currency depreciates
without compensatory increases in tho incomes of “hc classes purchasing im-
ported goods, or without a depreciation of currencivs in the expurting coun-
tries, or without some othor compensntory decline in the prices of imported
goods, the depreciation of the curruncy constitutea an important barrier to
importa.
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The Uruguayan eystom of exchange control is cne of the most rigid and -
coaplicated of those employed Ly the countrics of Latin Amorica. It has
been operated to channelize the forelgn trodc of the country on a bilateral
basis, Its effects have been tantamount to tho oxtemsion of preferential
tariff rates on importe from countries which are important markets for
Uruguayan exports and to the granting of cxport subsidics or bounties on
spacified export products. Profits from axchange-control operations have
boem an important scurce of governmental revenue, accounting in 1939 for
nearly 15 percent of all income. Both the ugericios of administration and
tho regulations in force have been subject to comprehensive revisions since
control was first eatablished.

Exchapge control was initially adopted by Uruguay in 1931 because of
difficulties arising from the depreciation of the peso, which in turn was
duo principally to the decline in prices of Uruguayan export products.
This decline resulted in an excess of imports ovor exports. In May 1931,
logislation wag passed placing foreign—exchange operations under the con-
trol of ti:j Bank of -the Republic (Banco de la Ropiblica Oriental dol
!:h.-ug\:m)r).2 In Novomber of that year tho Bruk began to fix an "official"
rate of exchange for thc puso, based on the United States dollar. A ncwly
ostablished Exchange Control Commission was authorized to diatribute among
importers such foreign exchange as wap allocatod to it by the Bank.  Importers
were required to secure exchange permits from this Commiasion; the importation
of necessities, raw materials,and fuel, together with the Government debt
service, received first consideratien.

During the latter part of 1933 the Exchange Control Commigsion began
to restrict exchange allotments for imports from various cocuntries in pro-
portion to their -urchapes from Uruguay. Becauss of the scarcity of exchange
to pay for imports, and in order to ptirmlate the exportation of certain
primary products, the Commigsion authorized the sale t© private banks of a
part or all of the exchangs created by such exports, with the stipulation that
this exchange be made svallable to importers of aprroved products. This
became known as "compensated exchange," which could be sold by exrorters with-
out restriction as to rate, Only in exceptionel ceases was the uze of such
exchange permitted for the importation of articles not considered essential.

By Pebruary 1934 three different rates of exchange were in effect iIn
Uruguay—ihe "official,” the "free,” and the "compensated" ratss. Exyorters
were required to sell to the Bank of the Republic the exchange derived from
the paie of their producta, axcert the portion they were permitted to sell as
coupensated exchange. These funda were then available to the Government at
the official rate and to importers for the importation of articles essential
to the national econony. Compensated exchange, as has besn noted, was
derived from the sale of cértain products whose exrortation the GCovernment
wished to encourage. Free exchange, derived from sources other than exrorts »
was }:ought and sold at rates determined by market conditions.

In November 1934 the exchange_control system underwent a comprehensivs
reorganizetion in order to conserve exchange baluncea by restricting
imports and encouraging exports. A quota system for the allocation of _

1/ A more detajled account of Uruguoyan cxchange-control measures may

bo found in a report of the U. S. Tnriff Commission, Trade Agrge y
d Washington, 1943 (processcd).
Law of May 29,‘J§31- '

3 In August 1934 feompensated™ oxchange was abolished and a "controlled
freeh rate {hercaftor referred to as the controllod rate) was watablished
in its stound. v

4/ The Economic-Financial Readjustmont Law, Novomber 9, 1934, effactive
Japuury 1, 1935. . ‘
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exchange was inaugurated, and quarterly quotas of controlled exchange were
established. Under this system there was sllotted to ray for imports from
each particular foreign country an amount of exchange not less than 75 per-
cent of that created by the country's rurchases of Urugueyan products,

Quarterly exchange quotas by countrics and by classes of merchandise
were fixed-by the Bank of the Rerublic; within each class of merchandise
quotas for individual exporters were allotted by the Heonorary Commission on
Importation and Exchange (Comisién Honoraria de Importacién y Cambios),
which had been c¢reated by the law of November 1934. }7&

Import permits were required for all ecods shipred into Urugusy.
Priorities in the granting of exchenge were estublished on the basis of
the types of merchandise to be imported; first consideration was given
to raw materials and necessities, Exchange provided under the quotas
could be used for transfers of funds to the quota countries, including
rayment for imports, service of public and private debts, freight, insir-
ance, und personal drafts. In fixing the quotas the Bank wes required
to take into account the amount cf exchange created by exrorts to the
respective quota countries. TImports in excess of these quotas, of from
countries without quotas, were permitted only at the free market rate of
exchange. .

The economle position of Uruguay became increasingly serious toward
the close of 1937, reflecting in part the depressed market for wool. The
phortage of erchange became acute and, because of the inability of many
importera to secure cover, commodities from all countries began to accum-
late in the cuatomhouse. In order to stimulate exports of wool and to
alleviate the exchunge situation, a new system of exchange rates wes
established on Decdmber 3, 1937, under which the official rate was sboi-
ished end combined with the controlled rute.

By the ond of 1938 four types of exchenge rates were quoted-—the
controlled rate, the compensation rate, the special retes for Government
use including State enterprises and public wutilities, end th: free rate.
Exporters were required to deliver to the Bank of the Republic all e¢xchange
derived from exports, a rart of which had to be sold at the controlled rate,
the proport?.on varylng from time to time. The rest could be sold at th
frec rate, 'which usually yielded more in terms of Uruguayan currency. _2?
Controlled exchange was allocated to importers of prime materials and
necessities. At first such allocation was dependent upon the lssuance
of a prier import permit, but, effective April 9, 1939, this requircment
wag abolsihed, . ‘

The so-called compensation exchunge was not releted to compensution
agreements, such as were in use in variocus other countries, but vas in
effect a subsidy to exporters of specifiuvd Urugusyan products. In Oclober

}/- On January 28, 1938, the Commiscion of Importation &nd Exchange was
abolished, snd its functions tranafurred to the Bank of the Republic. On
July 16, 1938, this work was taken over by the Office of Fxportation and
Imporiation {Direccién de Contralor de Exportaciones e Importecioncs) under
the surervision of the newly orevated Commission of Control of Exportations

~and Importations (Comisién Honoraria del Contrslor de Exportaciones e
Importacicnes),

2/ For srecificd years the average dollar vquivalent of the pceo was
ag follows: Official rato=-1929, §0.9863; 1932, $0.4706; 1936, $0.7987;
1937, $0.7907 (Federnl Rwgurve Bulletin, Februnry 193%). GControllcd rate--
1936, $0.5237; "1737, 90.6575; 1938, $0.5697; 1939, $0.4995. Frou rate—
1938, $0.4173; 1939, £0.3626. The compcnsation exchange rates in 1938
warce £0.4149 and $0.4621, dupending on the typt of compensation.
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1938 the compensation rote was tho controlled rate (in pesos per dollar)
plus 20 percent when aprlied to drufts covering exports of canned beef,

and the controlled rate plus-28 percent when applied to drafts from exrorts
of flaxseed. The percentages and the products to which these rates
opplivd were chunged from time to time. Both controlled and comrensation
exchange were allocated for imports from u given coumtry only to the extent
that exchenge had beem created by exports of Uruguayan products to that
comiry. A speciul selling rate more favorable thiun the free rote was
created for the use of the Government, State enterprises, fublic utilities,
and newspapers for materials for their own use; exchrnge was sold to
importers of other esgsential articles at a scmewhat higher rate fixed
doily by the suthorities. ’

In April 1939 Uruguay inptituted a system of quotas under which con-
trolled and free exchange were nllotted to individual importers on the
basis of their imports during the preceding 5 years. Regiatered imrorters
were permitted to purchase foreign exchange (up to the limits of their
respective quotas) to pey for importe from arny country to which a monthly
quota had been assigned, until the combined purchases of all impo:ters had
exhausted that country's quota. In September 1939 ths individual quotus
and the requirement that importers must be registered were suspended with
respect to articles of first necepaity.

The restrictive character of the Uru.gua':ra.n exchange-conirol regula-
ticns hag varied with the state of the trade balance. Individual coun-
tries have received preferential or nonpreferentiel treatment, depending
. on the relatich between their purchases from and their sales to Uruguuy.

In addition, specific import commodities have received preferred or non-
preferred treatment. In 1932 and 1933 the exchange restrictions were
sovere, particularly with respect to imports from the United States; in
1935 a gimila~ situntion arose, An abundance of exchange during 1936 end
most of 1937 resulted in the relaxation of restrictions, hut they were
agein tightened toward the end of 1937. In 1938, because Urugusy had an
import balance in its -trude with the United States, that country waa not
granted any quota under controlled exchange. In 1939, however, both con-

trolled and compensated exchange were allotted for certain lmports from
the United States. !

Commercial treaties and mgreements.

In carrying out its policy of baloncing its international peyments
with individusl countrivs, Uruguay entered intc trode-balancing or cleering
agreements with Spain {1933 and 1935), France (1934 and 1938), Germany
(1934, 1935, 1937, and 1939), the Soviot Union (1935), the United Kingdom
(1935), Itely (1935)1and 1937), Bolgium (1936), and Switzerlsnd (193g),

Host of thewe agreoments provided that part or ull of the exchange created
by the exportation of Urugunyan products to these countries would be avail-
able only for remittances to the agreement country in payment of deferred
commercinl credite or the importation of merchendiso., Early in 1935 Uruguay
entered into trade-balancing egrecnuntc of a quasi-officisl character with
Gormany, Italy,and the Soviet Unlen, Most of the exchange created by
purchapes of Urugusyan goods under these arrangements was rcaerved for
payment of lmports from the countrios concerned. In addition, direct
barter agreements were negotiated through the Pank of the Republic between
Uruguayen and United Stotes firms. Since 1935 countries having trade- |
balancing or ¢learing agreements with Urugusy have been granted oxchange
at the Meontrolled” market rate.. '

At the close of 193% unconditional most-favorod-nation agreements,
none of which antedated December 1933, wers in force between Uruguey and
Brazil (effective Docembor 13, 1935), Gormany (effcctivu May 3, 1934), the
Betherlends (effective January 30, 1936), the Unitod Kingdom (effective
February 3, 1936), Belgium-Luxemburg (effective Mey 28, 1938),. Norway
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(effective Jenuary 27, 1937), end Sweden (effective Docember 11, 1937,
There wns also a limited wmost-favored-nntion modus vivendi with Spain
‘(effoctive Moy 22, 1935). In these most-favored-netion rgreements, con-
cessions by Uruguay to Argentina, Holivi:, Brazil, and Paraguny are
excepted. The modus vivendi with Srain cuthorizes excertions in resfect
to concessicns made to Bruzil under the treaty of 1933, and also scasonal
concessiona to Argentine products, such as on fresh frults, unless such
favors are extended to somc third country. .

State unterprises.

Public ownorship and operction of public utility, Jndustrial,
apd famharcial cntorpris. s have becn employud to a greater extent in
Uruguay than in any other South American country. This program is prin-
cipally the product of the socirl, political, end economic reform move-
mont initinted during the edministration of Presidunt José Buttle y
Ordénoz aftor his second elcuction to the presidency in 1911. The
Uruguayan experiment in State enterprise has been quite independent of
forecign origins ond preceded the revolutiontry movement faDdwing the Wotld Tiar
of 2914-18 andl the politicel changes ushered in by the depression of 1929.

Various commercial enterrriescs ordinarily l.ft to private bueiness
are, in Uruguay, ofercted either wholly or partially by the Government.
Through its ngoncies the Government operates what approaches a monopoly
of oll forms of insurance; . it mamufactures slcohol, refines petroloum,
manoges a meet-pecking plant, operates fishing trawlcrs and processes
fish products, and manufactures industrial chemicals; it opurates the
nationta teloghone syatem, somc of the railway lines, the vort facilitiles,
and the principal banking institutions of the country.

Public monopolics huve becn employed in othur Scuth American countrics
principally as fiscal agencles and as sources of governmentel income. In
Uruguay, however, the motives arpuir to hove been difforent; the system
of Stuto enterprisia wus inauvgurated to procurc certuin cconomic and socind
bencfits for the Uruguny:n reorle, such as low-cost insurnnce, wider
employnmunt, low-intercst rates, end n sanitary and inexrensive meet supply
for the city of Montevidco. These agencies heve been used also to limit
the control of foreign carital over the industrinl life of the nation and
to assurc a degree of independcnce from foreign sources of suprlies.
Despite the emphasis upon social rather than financisl objcetives, State
enterpriscs, on tho whole, have bven an importent sourcc of govermmental
rovenue. In the 20 years onded in 1933 thoy hod varned in the aggrogate
a not profit of 100 million pesus; some of them, howover, have showed
rocurring annuel deficlts. The net incomo (including contributions to
Governmont revenucs) from State enterpriscs bwtween 1937 and 1940 avernged
more than 10 million pesos wnnually, or thu equivalont of nearly 10 per-
cent of thu rovepues of the National Government,

In order to promote’ offlecicney in the management of publie enter-
prisos, & mumbor of thum havo been organized as. "autonomous entitivs®
{entws auténomos), or public cofporaticns. 1/ As such they havo achieved
a degrcc of indepcndunce from political control and have boen allowed to
opernte as indopendenty corporations under the management of their own
boards of directors and with separate budgets, thus having, at lcast
in considerable degrec tho usunl incentivea to operating efficicncy end
to the earning of not income. It is the viewpoint of asome eritice,
gg;‘erl"sgr, ::lltgt ﬂ;bhfr Gowgtf;:\:io corp::a&.ms havy been inclincd to accept net
g 8 eir con ng e Treasury o5 a test of their socinl
pervigeablli rath -

Serviced poalwtion toe_;mtl:_iago?h wider agoiel benefits which these agenclos
1/ Autonomous entities include ANCAP, UTE, the Banco de la Repdblica,
and the Banco de Seguros.
2./ Usually appointed by the President with the consent of the Senate,
}/ A mors comprohonsive treatment of Urugusyan public enterpriscs may
be found in Simon G. Hanson, Utopic in U » Now York, 1938,
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The State insurance monopoly.--Since 1926 the State Insurence Bank
(Banco de Seguros dcl Estado)} has been authorized to exercise a monoply
of the insurance of all clasces of risks in Uruguay. By 1940 this
monopoly hed become effective y over the following risks: Workmen's
compensatian (effective in 191;), plate glass, animnls, hail, other
agricultural rieks, civil disturbance, publie liabjlity, snd nonrayment
of house rent (all effective in 1926), Bucsuse of the amount of insur-
ance which it has in force in the fiolds listed, the Insurance Bank does
a greater par? of 4he business in other fields.as well. As eorly as
1936 it wos mriting more than 65 porcent of the fire insurance and nearly
75 percent of both 1ife and marine insurance.

The State Insurance. Bank was creanted by a law of December 27, 1511,
which authorized it, when deemed appropriate, to excrcise a monopoly of
three classes of risks; Fire, life, and workmen's compensation. A low
of August 30, 1926, extended such control to all risks. The Bank is
operated as an sutonomous corporation; its directors are aprointed by
the Executive with the consent of tho Sunate. From its organization in
1911 it has played a vital role in Uruguayan economic life. From its
rrofits during the first yesr of operation it purchnsed the assets of
other firms writing workmen's cowrensation insurance. Boeousce of its
favored position ac a public corporation, nand the demend for itm survices,
it has grodually sasumed an increasingly important role in those ficlds
of ingurance where the monopoly right has not been invoxed.

The services of the State Insurance Bank are generally reported to
have been good; claims have been sottled promptly, reserves have boecn
iccumilated, the volume of business haa increased rcgularly, nnd it has
been liberel in the acceptance of risks. It has cpercted its workmen's
compensation business substantially at coat to the insured and has
conducted a campaign to promote old age benefits {gepuro populuar}. The
Bank has been required, in lieu of taxes, to make annual contributiona
to the Government, varying from 200,000 pesos in 1922 to 800,000 pesos in
1939, Thess contributions appecr to have been little more or less than
the amount which otherwise wculd have been received in the form of taxes
from privately owned ingurance compaenies. The net profits of the Bank,
including thege contributicns, averaged about 1 million pesos annually
between 1937 and 1940, There have been criticisms in some quarters that
the State Insurance Bank hag been managed too much as a business enter-
frise, with net profits as the teat of efficiency, and with too litrle

smphagip uron the expansion of 1ts services to promote the general social
well-being.

ANCAP.-—Cne of the more recent of the Uruguayan Stote industrial
enterprises ls the National Adminiatration of Fuels, Alcohol, and Cement
(Administracién Nacional de Combustibles, Alcchol y Portland), more
frequently referred to as ANCAP. This agency, created as an autonomous
corporation by a law of October 15, 1931, was authorized to exercise a .
monopoly of the importation, manufacture, and sezle of fuels, alcoholic
beverages, and cement. These privileges, howaver, were not immedintely
invoked. The corporation begnn to exercise control over the importstion
of the princlpal types of alecholic beverages in 1932. In 1934, after
expropriating domestic plants, it commenced the manufacture of such
products in Uruguay. Although ANCAP was outhorized by the law of 1931 to
construct and operate a cement plant, it has not, as yet, done so; it
does, however, handle the importation and sale of cement for public works.
It also exerciges a monopoly over the importation and sale of cosl.

1/ according to law thu Executive may fix the date whon the monopoly
of eech cless of risk becomes effective.
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3ince 1937 the chief activities of ANCAP have had to do with the
importation, refining, snd sele of petroleum. As early as 1932, in compe<
tition with private operators, it imported petrcleum products from the
Soviet Union for resale to the public. Prices in the domestic market
were thereby reduced, and by 1934 the gesoline sales cf ANCAP tot:led more
than 10 miliion gallons annually. In addition to effecting substontial
savings to consumers, the petroloum sules of the corporntion nre reported
to have earned net profits of nearly 3 million pesos in the first 3 years.
In 1935 ‘a contract was let for the construction of a pstroleum refinery
at La Teja, near Montevideo; the plant wus completed in 1937. All
gasoline now consumed in U is refined in this plunt, which has a
. capacity of 6,300 barrels X/ per dey. By an agreement concluded in 1938,
private campanies retailing their omn brands of guscline are permitted to
import the crude cil necessary for their operations, but all refining is
done by the State-—owned plant. Sales quotas have been fixed for each
company. Hearly one-half of the retnil sules of gasoline are made by
ANGAP itself. Although its policy has beon to kecp prices of petroleum
groducts low, ANCAP hae been nn imporiant source of revenue to the Govern-
ment, In addition to setting aside substantial sums for debt amortization
and surplus, annusl contributions to the Treasury amounted to sbout 1.5
million pesos in 1938 and 1939; annual net earnings(including contributions?
for theags years averaged 1.7 million.

Frigorffico Nacional.--Frigor{fico Nacional (The State Packing Plant)
was organized in accordance with a law of September 6, 1925, in response
to appeals by the growers of livestock for Government measures to raise
prices, end in order to improve the distributicn of fresh meat in
Montevideo. Most of the capital for this enterprise has been advanced
by the Government, slthough about 10 percent has been subscribed by cattle-
raisers., The Government thus chooses mest of the company's directora.
Frigorifico Hacicnal was authorized to exercise & monopoly of the slauchter
of meat for Montevideo. Although it was authorized to construect its om
plant, in 1933 it purchased one already in operation. Since then it has
operated in the same market with several firms financed by rrivate cagpital.

The dual task assigned to the company of raising the prices ruid to
producers and lowering those charged to consumers in the capitel city,
Flaced upon it & difficult burden. Nevertheless, conditions affecting
the sule of meat In Montevideo have been greatly improved end prices of
heat to low-income groups have been reduced, frequently involving losses
to the company. In viow of the fact that Urugusyan meat exports are
relatively small compered to the total world suprly, Frigerifico Nacional
has been able to exsrcise little influence over rrices pald to rroducers.
The compeny 1s rerorted to huve found 1t necessary to rccour losses
incurred from sules to domestic consumers through its exrorts to foreign
markets. In the crosa-fire batween consumers, stock-raisers, and mer-
chants, the company has been subjected to conslderable cirticiem, nnd in
its attemrt to serve these multiple intcrests the rccord of ihe company
has shown little rrofit, Dearlte certain contributions from the Troasury,
the annual doficits in 1938 and 1939 were, resrectively 200,000 and 400,000
pesos., In recent years the company has undergone s numﬁar of reorganiza-
tions to strengthen ita management.

The Institute of Industrial Chemistry.--Tha Institute of Industrial
Chemistry (Instituto de Quimica Industrial), organized in accerdance with
a law of Qctobor 22, 1912, originally functiconed as a research organiza-
tion. In 1915 its activities werc broadened to include the training of
students and the operation of a small factory. Gradunlly the commercial
operations of the Inatitute were enlarged and in 1929 its ncudemic functions

17 of 42 United States gallons each.

2/ The Institute operates under the supervision of the Yinistry of
Industry and Labor, .
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were transferred to the University of Uruguay. The production of fertilizer
was underteken in 1922, By 1929 facilitics of the Inatitutc were ndequote
to supply domestic requirements of sulfuric acid. Sines then its operations
have been broadened; 4ts rroducts now include sulfuric acid, coprer sulfate,
fortilizurs, and coustic soda. Neither its copital structure (assuts of 1
million pesos in 1939) nor the number of its employeos (less than 300), is
lerge, reflecting in generol the limited character of the Urugusyan marxet,
The Institute has recelved little finonciel support from the Government;

its develorment has been primarily through the reinvestment of earnings.
It mikes only a minor contribution to governmental revenu¢. Net earnings
botween 1937 and 1940 were about 45,000 pesos annunlly.

UIE.-~The lergest of the Uruguayan State enterprises, both from the
standpoint of total resources (50 million pesos in 1937) and the number of
its employees (5,500 in 1939) 1s the State Electric Power and Telephone
Company (Administracién General de lae Usinas y los Teléfonos del Estado),
commonly oolled UTE. This comrany, organized as an autonomous entity,
was established by an Executlve decree of October 21, 1912, at which time
it was authorlzed to exercise a monopoly of the surrly of electric light
and power throughout the country. By 1936 it had made electric-fower .
available to most of the important towms and citles in Uruguay;, the State
enterprise having in some inatances absorbed privately owned plants
already in operation and having provided new facilities in others. The
service rendered to the public ia generally considered to have been modern
and efficlent. Between 1912 and 1940 Usinas Eléctricas emrned gross prof-
its of nearly 40 mlllion pesoa. From this income substantial sums were
allocatad to the amortization of its debt, to the payment of interest, and
to' depreciation. Moreover, large amounts have been reinvested by tho
company to finance the extension program which hes been undertaken; the
capital account of the comfany increased from 4 million pesos in 1912 to
40 miliion in 1%.0.

Although Usinas Fléctricag hag not paid texes, it hos made regular
eontributiona to the Treasury since 1922, Such contributions averaged
about 200,000 pesos annually betwoen 1922 nnd 1939. In more rccent years
contributions in lieu of taxes have been about 400,000 posos annually.
The annual net profits (before these contributions) of UTE betweon 1937
and 1940 emounted to 2 million pesos.

In 1931 UTE was authorized to exerclse & monoproly of the telerhone
gorvice in Uruguey. One of its first projects was to insatall modern
telephone facilities in Montevideo; this was completed in 1935. Variocus
indegendent telerhone companles in the intorior have subscquently boen
acquired, although comrlete control over the countryts telcophone service
has not yet been established.

RIOHE.--The Rio Negro hydroelectric project (Comisidn Técnica y
Financiers da las Obras Hidroeléetricas del Rfo Nugro) was initiated in
accordanco with a decrec of Fcbruary 15, 1934, nuthiorizing the con-
struction of a dam ut Rincédn del Bonete, During the construction pericd
the mnnagoment of this projuct has been entrusicd to a specinl zd hoo
commission rather than to UTE. The contract for the initinl installationg
went to a German consortium; work was well under way in 1938, but wns
incomplete at the outbreuk of tho war. 1/ When finished the rlant will
supply edditlonal facilltius to Montevideo and the surrounding arean. The
power which will thus be made available is expected to lend additienal
gtimilus to Urugusyan industrialization and to roduce the derenduncy of the
country on imported fuels.

1/ Because of tho inabllity of the German intereats to suprly the
nocessury equipment, the contract was canceled on May 7, 1942; since thep
United Stotes firms have contracted to supply the materinls neccssury
to comglete the projoct.
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The National Port Administration.—The ectivities of the Hational
Port Administration (Aduinistracién Facicnal de Fuertos) date from the
completion of the port works of Kontevideo in 1408. The Government
undertook to operate the port but permitied private enterprises to
continue many of their services. .The Port Administration mus created
by a law of July 21, 1916, with authority to assume a menopoly over all
or eny part of the services of the bort. It .was not until A,ril 1s, 1,32,
however, that such a monopoly was exercised. The Administration operstes
the y.crt warehouses, as well as the principal tugboat, lighterage, and
stavecoring services., It alsc manages the other vorts of the country. -]=/
In 1930, in view of the inadegnacy of existing facilities, it undertocoik

"to operate steamer service on the Uruguay River.

“gyvices rendered by the Port Administration are reported to compare
favoribly with those in other Latin Awerican countries. Charges for
these services have in general been reduced under Government operation.
Wages paid to employees, on the other hand, have been increused and have
generally been higher than those paid elsewhere in Uruguay. Beginning
in 1924 the Porl Administration was required to make annual contributions
to the Government to finance public undertakings. Between 1937 and 154C
these contributions smounted to more than 70,000 pescs annually. The
operations of the Port Administration have, navertheless, been profitable;
annual net profits have increased from an average of 30,000 pesos between
1916 and 1921, to more than 1.00,000 pesos (after contributions) between
- 1937 and 1940.

The State Railways.—Most of the Urugueyan railmays are privately
omed and operated, ﬁ About 600 kilcmeters of the total network of
3,000 are omed and operated by the Government. Following a pericd of
public dissatisfaction with the rates and services of the railrouds, o
program of public ownerahip was initiated. Origirelly the plun con-
temploted complete control by tiw State; the terms of the British con-
cessions, however, rendered expropriation difficult. The first step
wos -taken on January 4, 1915, with the acquisition o! the Ferrocarril
¥ Tranvia del Norte. Soon thereafter 50 kllometers of track betwesw
Duranzo and Trinidad were added. Since that time there nave been
other additions.

The roads operated by the Stute Railwuys (Ferrocarriles y Tranvias
del Estade) do nct represent an integrated system, but constitute a
number of scuttered lires which, in effect, serve usz feeders tc the
Centrul Uruguayan Railway; they have no independent access to Montevideo.
Because ol the problems thus presented, the financiel history of the
State Reilways has not been particulurly favoerable. They epparently
have mede no regular contribution, in lieu of taxes, to the Treasury;
recurring anmunl deficits between 1937 and 1940 have averaged about
300,000 pesos. The enterprise, representing less than 20 percent of
the total railway mileage, hns neither been large encugh to influence
the national rate structure nor to serve as an adequate test of oper—
ating efficiency.

Qther copmercis) enterpriges,—the Government of Uruguay partici-
pates directly in the induatrial life of the country in other instonces,

for example the telegraph syatem and the fishing industry. The tele-
graph services of Uruguay are operated as a public monopoly by the ¢ffice
of Communications (Direccidén de Comunicaciones} under the supervision.

of the Miniatry of Defanae. This agency also operates o commercial
radio service. ’ :

1/ Since 1941 ihe Port Administration has undertaken the operution -
of shipping narvices, using for such purposes ships of foreign reglstry
taken over by the Government,

2/ - Principally by British intevoests.
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Since 1911 the Uruguaymn Government haos besn active in developing
the sbundant fishing resources in neighboring waters. In that year
the Institute of Fisheries (Instituto de Pesca) was organized as a
regsarch agency to study the character and potentinlities of this natural
resource. It was also given certaln regulatory powers over cammercial
fisghermen. Over o period of years the Institute's interest in commercial
aectivities has increased. On April 24, 1933, the Institute wus re-
organized tc function under the supervision of the Ministry of Defense,
and its name was chonged to the Oceanographic and Fisheries Service
(Servicio Oceanogrdfico y de Pesce, frequently referred to as SOYP),
The duties assigned to the new organization included the study of ocean
currents and the chavacter, habits, and migrations of fish. It was
suthorized to enforee fishing laws; to study the economica of the fish-
ing industry, and to suggest ways of impraoving commercial fishing; to
stimulate the consumption of figh; and to initiate meusures of improving
the distribution of fish products to consumers.

The commercial activities of the SOYP now constitute its major
interest. It employs nearly 300 workers and is responsible for nearly
50 percent of the commercial catch in Uruguoy. It operates several
trawlers and fishing boots, a warehouse, an ice fartory, cnd a proc-
essing plant. Its products include selted and dried fish, cnnned fish,
fish oil and meal, as well as fresh fish. The SOYP sells fresh fich
to wholesalers in Moneevideo in its own trucks and distributes them at
retall in the streets from its ovn pushecarts. The objectives of the
S0YP appear to have been developmental ns well as that of providing
employment and that of supplylng low-cost food proeducts to the publie,
rather than that of exploiting the industry for its revenue potentinlitiec.
At any rate, it hng been operated ot w net cost to the Treasury, with
recurring annuol deficits since 1%11.

The Stats banks.—In additicn to its commercial enterprises the
Government operates two impcrtant banks—-the Stnte Mortgage Bank and the
Bank of the Republic. On July 26, 1912, the State Mortgage Bunk (Banco
Hipotecaric del Urugusy) was orgonized as an autonomouws entity. Since
then it has become a major influence in the mortgage market of Uruguay.

Ths function assigned to the Bonk is promotional—that of encouraging and
facilitating cwnersihp of both urban and rural homes. It is estimated
that nearly 50 percent of all lcans mede for these purposes in Uruguay
during recent years have besn made by the Bank. The iortgage Bank has
been enpecially interested in aiding small-scale land cwnership among
farmers. Likewise it has undertuken to facllitate lmunigration and the
colonization of rural areas. In 1923 an indspendent section of the Bank
(Seccién de Fomento Rural y -Colenizaciém) was established for this purpose.
The Banco Hipotecario also operatea a savings department {Caja de Ahoros)
whick has proved to bs very popular among lower-income groups. Ita
treatment of debtors has been liberal, and its loan account hus expanded
over the years. 1/ During its first 20 years of operation the Mortgage
Bank earned a net income of 15 million pesos, most of which was used to
build up reserves; in addition nearly 7 million pesos were contributed
to the revenues of the Government. Net inecme (before those gontribu-
tions) between 1937 ond 1940 averages about 1.5 million pesos annually.

The Bonk of the Republic, organized in 1896, is an independent
Government corporation. Its origilnal capital of 5§ million pesos was
contributed by the State. During the early years of operation its
principal activities related to the extension of low-cost rural credit,
Loane were upually of three types: To provide fixed copitul for the

1/ Mortguge loans of the Banco Hipotscario amcunted to 152 million
posoa in 1938,
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purchase of land aond for permanent improvements; to provide working
capital for the purchase of agricultural machinery and improved breeding
stock; and to extend short-term capital for hmxvesting, grain storage,
and seed. Most of the credit thuz extended was of the first type,
particular emphasis being given to the uncourngement cf small-scale land
omership.

The Bank of the Republic now renders a comprehensive banking service
© to the country. Through its oumerous branches it not ouly provides
commercial and rural credit but serves as the f{iscal agent of the Govern-
ment, the custodian of the gold reserve, and es the sole bank of issue.
It has bacome the chief depository for the savings accounts of the Urugucyarn
people. Since 1911 it has conducted active foreign-exchzonge operations
and sinee 1931 hos been the principsl agency of foreign-exchunge control.
The Bank hns been an influential force inm the Uruguayan money market and
is credited with having lowered interest rates to the public while at the
same time raising those puld to depositors. Moreover, auring its first
L0 years it earned net profits of nearly 50 millicn pesos, of which more
than 2 milliun pesos were added te reserves, 20 million were added to
capitel, and nearly 19 million were contributed to the revenues of the
Government. Net profits between 1937 ond 1940 averuged about 6 million

pegsos annually.

Economic Controls and Commercial Policy Since the Qutbreak of the Far

The essential features of the system of econcmic contrels employed
in Uruguay befare 1940 bave since been retained, with a few important
modifications, however. New controls have beem imposed primarily in
.responge to conditions created by the war. Perhaps the most critical
problem resulting from the war hos been the inability of Urugusyan im-
porters to obtain many raw materials and other supplies essential to the
national economy. Since 1341 shortages of shipping and supplies from
foreign natlong, have rendered this problem more acute. These and other’
fectors have contributed to a trend of rising prices. New controls,
evoked at lezgt in port by the war, have provided for the rationing of
various commodities and for the establishment of the National Subsistence
Commnission to control prices. Export end reexport contreols have been
employed to conserve existing stocks and to block the flow of strategic
materials to the Axis Fowers,

Modificatich of import duties.

Although the essentials of the Urugueyan turiff system have remained
unaltered since 1940, important wodifications have provided for a new
system of classification and nomenclature, for replacenent of the gold
gsurcharges by another form of surcharge, and for a general increase in
official tariff valuations. Betuween 1340 and 1943 a completely revised
tariff classification and nomenclature wos put into effect to replance the
antiquated schedule which had served for more than nalf a century. The
new clagsification embraces 21 sections and follows, in general, the
re?omendations of the League of Nations coomittee on turiff uomernclature. Yy
On September 3, 1940, the f}rst 10 secticns of the new customs tariff were |
given Executive sanction. 2 Other sections lLecame effective from time

1/ This project mas initiated in 1934 by the creation of a Central
Tariff Cormission (Comisién Gentral de Tarifas) wnich was autiorized to
prepare a "scientific und rational® genernl customs turiff to fueilitate
administratich and eliminate confusion. {(Executive decree, April 2, 1934.)

2/ Execuiive decree, September 3, 1940, Diario Oficiul, September 12,
1940; effective 120 days after publicution.
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to time as they were completed by the Central Toriff Commission, the last
being on September 21, 1942. y - To facilitate the udministrotion of the
new classification it wns necessary to publish tarifi valuations g/ for
all items; these were revised in some instances, however, to conform more
clogsely with market veluations. The prevailing rutes of duty were left
unaltered by this revision. '

Bsgirming in 1931, the Urugunyan tariff Ihw had required that
part of the import duties on most comodities be puyable in gold. }j

At ths rates of exchange prevniling in 1942 the effect of this requirement
was to increase the basic rates of duty on ™nonessentials"™ by about 84
percent and on cther commodities (except prime necessities) by ubout 42 °
percent. In July 1942 the gold surcharges were abolished, and in lieun
thersof a general 50-percent surchurge {cuver the busic rates of duty) on
all dutiable lmports except prime necessities was substituted. This
change appears to have been initiated principally to secvre additionzi
revenne. The new measure increased the effective rates of duty on
mmercus commodities, inasmuch as moast of the items in the tariff schmeduls
had previcusly been subject to the smaller gold payvment requirement -of
tbout 42 percent. The new surcharge constitutes the minimum tariff;

the Executive mey incrense this by os much os one-half for imports {rom
countries shich do not accord most-favored-notion treatment to, or which
otherwise diseriminate against, Uruguayan products,

Another mensure, designed to increase customs revenues, was adeptad
in May 1943. Governmental income from the tariff had declined by more
than 20 percent between the fiscal years of 1941 and 1942. In nccordance
with powers vested in the Executive the officinal valuetions for all
items in theg f{ schedule were increased by amounts verying from 20 to
€0 percent. § This measure became the object of considerable criticism
by domestic importers; hkence, in June a general 30-percent increose of
all tariff veluations wes substituted for the gruduated scale of increases
already in force.

Changes affecting the rates of duty, toriff clessificution, und
officisl vuluvations for individual import commodities, as distinct from
the general schedule have probably been nade with greater frequency in
. Oruguay gince 1939 than in any other Scuth American country. Such
changes have ordinarily belm_r ade in nccordance with the Executive
powers previocusly described.;'_?l} ' Moat of the changes have reduced tariff
rates, but incrensed rutes of duty have been estnblished for a few prod-
ucts, such as tanning extract, cnd have been mude in order to foster the
domestie production.

y Torifa de Aforos de Importacién, Montevideo, Imprenta Nacional
{published in sectlons between 1940 and 1943)}; tne new customa turiff
does not include the effective rates of duty for each item 1n the schedule.

Most Uruguaynn tariff duties are ed volorem bnsed on officinl
valuations: see the section on the tariff.
See the section on the tariff,

4/ Executive decree, Pilario Oficial, July 29, 1922. _

y Article 5 of the law of September 19, 1923, requires thiut tariff
waluations be based upon the ¢.l.f. volues of merchandise in cuctoms ‘
warehouses, and guthorizes the Executive to modily such veluations.
Cuetoms Valuatlon Committees (Comisionee Aforadorns de Aduana) were
created by the scme law. .

g Executive decree, May 14, 1943, Diario Oficlal, May 26, 1943;
voluations were incremsed progressively according to the unit volues of
tho camodities uffected.

7/ Gee the sectlon on the tariff.
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The Executive has granted duty-free entry to numerous foud products
and other materials essentinl to the nationul economy, thls privilege
usually being limited each time to the importation of n specified maximum
quantity. Sirees 1939 such relief has been gronted from tize to time to
the importers of peas, beans, chickpens, lentils, onlons, garlie, potatoces,
varlous other vegetables, peanuts, apples, pears, wine lees, eggs, fats,
wheat, corn, barley, cats, bran, soeds, forage, newsprint, fuel oil, auto-
mobile tires (specified sizes not produced in Uruguay), horse-drawm
vehicles, and other commodities. Similarly, the Executive hns exercised
his authority to transfer certain essential commodities to the raw-muterial
schedule. for temporsry periods,.thereby etcording.them lower rates of duty.
Among the puwerous import products thus affected wers copper and copper
alloys, gum resins, octyl acetate, ethyl ncetate, oiticica oil, collodion
cotton, paraffin, zinec and bery) silicates, calcium and magresium tungstates,
powdered tannin, mother-of-pear], friction tape, scrap paper, ceramic clays,
ethers, and ammonia alum. ’

Exchange coptrol since 1939.

The system of exchange control evolved in Urvguay under the law of -
1934 has been employed during the war with a number of important modificc-
tions. TUnder this system all exchange operations are subject to the
joint control of the Bank of the Kepublic and the Honorary Commission of
Cantrol of Exportation and Importation. Import quotas to individucl
countries are allocated by the Bank in accordonce with estimated exchonge
availobilities, whereas quotas and exchange for individual importers are
apporticned by the Control Commission, The lutter agency likewise
designates the rate of exchange available to importers for each class of
merchandise and fixes the rates at which exporters moy sell their exchunge.

Only registered firms ore permitted to import merchandise, import
permits being required before goods may be cleared through the customs.
Imports have been classified in tiuee categories: (1) Rew materials and
prime necessities; (2) goods considered desircble but not absolutely
essential; and (3) nonessentials or lwmries.

The exchange authorities have continued tc quote three rates of
exchange—controlled, free, und compensation, The controlled rate,
which has not varied since 1940, has been quoted at 1.90 pesocs to the
dollar. During 1940 the free rate, which has fluctuated in partial
response to supply and demand, usuaslly scld for about 35 percent more
than the controlled rate. 57 Compensated exchange, gronted only for
poyments for goods clessified as luxuries, wns generally quoted at
20 percent more than the free rate. It haos been the policy of the Bank
to grant controlled exchange to pay for rew maoterials, agriculturel and
industrial machinery, chemicals, and other rrime essentials. Free cnd
compensated exchange or some cembination of all threes rates have bsen
uvsed in paymeni for other clusses of goods. The objectives of exchange
cantrol have varied little from those of previous years and have been
directed to s policy of trade bilateralism, to the mnintenance of an ex-
port balance of trade, to the controi of both the source and volume of
individual articles of import, and to the fosturing of domestic industries
by the selective restriction of imports.

The: legal status of the Commission of Control of Exportation end
Importaticn was given sharper definition by an Executive decree of Apwvil
1, 1940, which reduced to the status of formal law the procedures which
the Commission hod developed over a period of years. The powers of the
Export and Import Control were thue specifically enumerated but they did

1/ Selling price.
%/ 2.5, pesos to the dellar on Jenuary 1, 1941,
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not vary in substance from those which had already been exbreised. Perhaps
the most important provislan of the new decree was the power granted to

the Goveryent to appoint four out of seven members of the Honorary Com-
misaion, tius assuring Government control over its administration,

To remove all doubt concerning iis legal statue the Nationual Assembly, by

& lgw of January 17, 1941, constituted the Export and Import Control as

a Government entity under the supervision of the Ministry of Finence.

The procedurs set forth by the decree of April 1, however, was left sub-
stantially unaltered, 2/

Since the beginning of the war exchange control has been employed
with greater emphasis for the purpose of increasing Uruguayan exports.
"In order to campensate for the loss of Buropean markets and to atimulate
the domestic manufacture of articles using Uruguayan raw materialas,
exporters of such articles have been grunted the privilege of selling
varying percentoges of their bills at the free rote. The same privilege
also has been extended to exporters of a mumber of other preoducts.
Beginning in 1940 export prempiump were granted on wool, salted hides, and
sheepskins; this premium, in the form of o permit to sell up to 15 per-
cent of the value of such goods in free exchange, constituted n vounty of
about 10 percent. In March 1942 the Bank of the Republic announced that
a list of semiluxuries ond other products capeble of domestic production
could be imported only with compensated exchange; the purpose pf this
policy was to stimulate the exportion of designated Uruguayan products.

Since the early part of 1941 the Uruguaynn exchonge positicn bhas
continued to improve, principally us o result of the strong export
balance of trade which has developed. Uruguayonn exports have held up
relatively well, and shipping restrictions, in many instences, have
served to curtoil imports. (onsequently, the value of the peso has
appreciated in torms of other currencies; the fres exchange rate de-
clined from an unl average of 2.31 pescs to the dollar in 1941 to
1.90 in 1942. Because of the improved situation the Control authori-~
tles have been more liberal hoth in the grunting of exchanye and in
designating the rates to bo npplied to certain import products.

r

Early in 1942 the Bank of the Republic snncunced that until further
notice imports originating in the "Sterling Area," the United States,
Canada, and countries of Latin America, as well np in countries with
which there are conventions or clearing agreements (the latter when they
provide for quotas), will be pald for with contrclled exchange: regardlesa
of the type of merchandise. Imports from other countries will be paid
for with free exchange if in the Pirst and second categories. All
articles in the third category from countries other than those specified
wiil be paid for with compensated exchange.

Recent commercinl agreemente.

Since the cutbreak of the war in 1939 guay has negotiated nev;‘
commercial agreements with Canada, Jopan, Switzerland, the United States,
Porasguey, and the United Kingdom. Four of thess provide for reciproenl

1/ The reconatituted Honorary Commissicn of Control of Cxeortation
and Importation is ccmpused of a president and two delegnteimppointed
by the Executive nnd oua repreeent~tive from euch ol the loliuwing:
The Bnnk of the Republic, the National Chamber of Commerce, the Chamber
of Industries, and the Mercantlile Chamber of Froducts. !
2/ A regulatory decree of April 30, 1942, gives further definition
to the functions of the Export and Import Control Commisioq.
See Executive decrees of Nuvamber 15, 1940, and June {20, 1943.

4/ The overage ennual buying ratee for free exchange in lraw York City
were as followa: 1939, 36.”9 cents; 1940, 37.60 cents; 1941, 43,38
cents; and 1942, 52.72 cents., ;

5/ Uruguny declared wnr on Jopan on Junuary 25, 1941, !

N
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most-favored-nation treotoent. Effective Hay 15, 1940, the Governments

of Uruguay and Canada grunted sach other unconditionnl and unrestricted
most-Tavored-nation treatment in all matters nffecting imports. Exception
to this guarontee was made in respect of advantages gronted by Uruguay
exclusively to ony of the following countries: Argentina, Boliviu, Brazil,
and Paraguay, or by Canode to the United Kingdox end the British Dominioas.
Uruguay was thereby assured the benefit of the Cunadinn intermediate tnyiff.
An unconditional most-favored-nation treaty between Uruguay and Jopzn be-
came effective on May 19, 1940. The agreement between Urugucy und Switzer-
lond, effective October 21, 1941, likewise provides for the exchange of
unconditicnal and wnlimited most-favored-nation tre:xtment; exceptions are
provided for in the case of privileges 1o fncilitnte frontier truffic
granted by Switzerland to France, Germeony, znd Itzly, aad by Uruguay to
Argentina, Bolivia, Brazil, und Paraguay. '

The trade agreement between Uruguay and the United States, effective
January 1, 1943, 1/ will remain in force for 5 years. 2 It provides for
reciprocal most-favored-nation treatment in matters velating to tariff
duties and other customs treatment, and exchange control, and for mational’
treatment affecting the internal taxation of imported products. The
United States, hovever, agreed not to invoke most—favored-nation provisions
with respect to tariff proferences granted by Uruguay to contiguous com-
tries, or to Paraguay. Concesnions were granted to the United States by
Uruguay on 14) Uruguayan tariff items representing 24 percent of total
United States exports to thai country in 1940. These included reductions
in the rate of duty on 81 items (representing 10 percent of tctnl United
States exports to Urugusy in 194C), the most importsnt beinz motor vehicles,
lumber, radios, electric refrigsrators, typewriters, cigerettes, and motion-
picture films. Other concessions by Uruguay related to products which
were bound either on the free list or at the existing rates of duty. Con-
cessions by the United States to Uruguay- consist entirely of bindings of
existing tariff treatment for cornedities representing 32 percent of total
imports from Uruguay in 1940. The principal commodities affected ave
flaxseed, praserved meals, hides and skins, ond wool.

_ Important foutures of two conventions concluded with Parsguay on
February 4, 1940, were the creution of a nixed commission tc propose
meus s for the economic development of Paraguny and the ‘granting of
credito by Uruguay to the Bank of the Rkepublic of Paraguay. On Seplember
16, 1940, the Anglo-Uruguayan Payvuents Agreement of 1935 wos superseded
by a new agreement; this provided for blocking all sterling exchange
balances created by Sterling Area & purchases in Uruguay, and fixed the
rate of exchange between the pound sterling rmd the peso. Puymsnts by
the Sterling Aren resulting from imperts frem Urugusy and current finon-
cial transactions must be paid into specinl accounie opaned by Urugu~yau
banks with their corresponderts in the United Kingdom.  All paviments by
Uruguay for ipports from the Sterling Area or becnuse of other commercisl
transactions must be made through these apeciol nceogunts, which may not
be employed to finance the importaticn of products into Uruguay from out-
side the Sterling Ares,

1

1/ U. 5. Tariff Commission, Trade Agresuent Botweer tle ynited States
and Uruguay, Washington, 1943 Cprocessedj; see also The Dstartment of

State Bulletin, July 25, 1942.
27 This agreement will eautomatically continue in f'orce boyond the

initial pericd.unless teraminnted by one of the two countries.
3/ Uruguay thus berefited from concessions granted by the United Stulas
to Argentina in the trade mgreement, effective November 15, 1941.
The Sterling Area comprises the United Kingdom, the British Pominidns
and colonies (not including Canada, Mewfoundland, end Hong Kong), and
British mandates and protectorates.




Export and reexport control.

Since the cutbreak of the war most of the countries of Latin America
bave undertaken to control both the exportation and reexportation of vital
industrial materials, in order to husband supplies essential to the
domestic economy and to direct the flow of atrategic materials. At the
meeting of Foreign Ministers of the American Republics held at Punama in
1939, resolutions were adopted affirming the necessity and purpose of
maintaining hemigpheric solidarity and mobilizing economic resources lor
common defense. Several measures implementing thesa iyjectives wera
adopted by Urugusy scon thereafter to control exports of scrap iron.

On July 4, 1941, the exportation, except under parmit, of an_extonsive !
list of vitel producte was forbidden, including ull metals, 2 building
materials, metal scrap, yarns and thread, chemicals, dyes and paints,
coal and wood, jute bags and bagging, cork, and mica. The control thus
exercised wus designed to conserve domestic supplies as well as to prevent
their shipment to the Axis-controlled nations. R

This meagure was strengthened a few weeks later by prohibiting the
exportatign of machinery of anyv kiand and of ell metals, worked or un-
worked. The reexportation, except by permit, of all goods shipped into -
Uruguay, except those in transit, wos prohlbited shortly thereafter. i
In September thege controls were umended to permit the exportation of
machinery and metal articles of Uruguayan menufacture to other countries :
of the Western Hemisphere having similar export controls, to authorize the 4
shipment of metal containers wher they are to be returned to the country,
and to permit the reexportatiion’ of articles g foreign munufacture under
the special authorization of the Executlive. Other strategic materinls
have been subjected to sinilar repulation; varicus decrees have prohibited
the exportation, except by permit, of fuels, certuin mineral products
(including bauxite, beryl ore, chromite, forrenickel, Industrial dismonds,

manganese ore, quartz crystai.j, rutile, and zirconium}, &/ Tubber and eubber
products, —/ and airplanes. .

Even before the war it was the practice in Uruguay to prohilbdt
temporarily the exportation of certoin essential iudustrinl moteriale and
articles of prime necessity. This was dene to conserve domestic sup:lies
or to alleviate conditions of temporary siortage. The wur, however, hus
created new problems of supply nhich the measures ulready described were
designed, at lenst in part, to relieve. MNumerocus decrees since 1940
have establighed similar ewport prchibitions for udditicnal products,
some of the morc important of which are gas oils, other fuela, hare skins,
red lead, ship chandlery, ook casks, distilled mnd alcohelic beveruges,
wheat and wheat flour, horses, petrocleum lubricants, and gum lac,

nrtine weial controlg.

The Ministers of the American Republics, meeting at Rio de Janeiro
in Januory 1942, recommended the adoption of measures to block the use or
transfer of funde, within the American Republicas, held by nations (or
their nationals) which had committed acts of aggression asguinst the American
Continent. _Urupguay had already taken steps tc achieve these objectives;

Executive decrees of September 22, 1939, und June 6, 1941.

Except gold and other preclous motals when authorized by the Junk
Republic.,

Except wuol or cotten,

Executive decrae, July 25, 194l.

Executive decres, July 28, 1941,

Executive decree, September 2, 1941,

Exeputive doerees of November 5, 1941, and Moy 2, 1942.

Exacutive decree, April M4, 1942,

aof
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within & week following the attack on PearY Eafbdr $wd’ dechees eStablished
eontrol over the finds of Japanese, Germon, Gnd sh€ZManvmationads. On
Dacember 9, 1941, the tramsfer of funds, securities, and merchendise in
favor of Japanese persons or entities was forbiddem. Individual aceounts
wore blocked and made subject to the control of the Bomk of the Republic.
On December 12, 1941, similar control was established over Germun and
Italian interests; certain exceptions were provided, however, for firms
located in Oruguey. The Bank of the Republic wns authorized to exercise
strict control ofer the Banco Alemén Transatlintico and the Banco Framgois
e Italiano. Interventors were agpointed to supervise the activities of
timse banks and to prevent the use of their casets or deposits to the
detripent of coumtries in the Western Hemisphere "with vhose intermational
interests Urugnay hnd proclaimed its solidarity.®™ On February 5, 1942,
the Bank liberalized its control to permit transfer of funds through the
froe market to countries of the Western Hemisphere. At the same time the
total amoont of currency which any person may teike with him when leaving
the country was limited to 300 gesns or its equivalent in foreign money.

Another measure designed to reinforce anrtime economic controls es-
tablished by the United States relates to the circulation of United States
currency in Uruguay. The exportation and importation oz well os the
parchase and snle of such currency cre probibited, except by the Bank of
the Republic. Persons possessing suck funds were required to declare
them by July 5, 1942. To secure conversion all dollar currency must be
turned over to the Bank. This measure wns designed to block the disposal
of funds selzed by the Axis Powers in the cunquered territories. \

Rationing of scarce commodities.

The war and the accompanying shipping restrieiions have created
shortages of many easentisl raw materials and industricl supplies in
Uruguay. Shortages of petroleum ond other fuels have been most acute,
although mmercus commodities, including newsprint, structural iron,
gsugar, rubber, and industrial metals, have been aimilarly affected.
Drugnaysn imports of many essentlal indus mnterinls have declined .
markedly since the begimning of the war. To meet this situation the
Government hns Initiated measures tc conserve existing stocks end to
appartion their distribtution. No comprehemsive system of rationing has
been established, hawewver, and no central ngemcy has been created to co-
ordinate these activities.

Uroguay is almost entirely dependent upon foreign sources for fuel.
On December 26, 1941, the National Fuel Rationing Commission was estab-
lished to study means of comserving existing stocks and to supervise thelir
distribution onong copsummers. As & part of this progrue the Government~
omned electric plants (UTE) undertook to reduce their gjasbynbout
20 percent and thereby to reduce ths conmmption of fuel. A system of
ratioming for electric power was initlated at the same time, The electric
Plants ere reported to have substituted Argentine corm for coal ond to have
roduced theiy consumption of fuel i) by almoat 45 percent. Other fuel
pubstitutes have been adopted, including linseed apd sunflower seed cokes,
ond alcchol; woodburning aystems have been ipstnlled in locomotives, sani—
facturing plsnts, shops, amd apartpent hovses. To coapensate for tha
higher cost of fuel, us wall as to restrict consumption, electric 'light
and power rates were increased by 30 percent.

1/ Imparts for 1942, as compared with 1939, shou the following de—
creases for particolar comodities: Purlap, 23 percent; nachinery,
23 percent; petroleam, 37 percent; u-ugrj.nt.mpueent, iron and
steal, 52 pereent; and cool, 62 percent. .

Emcotive decree, August 20, 1942.
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Petroleum products, prineipally gasoline, kerosene, fuel cil, and
lubricants, have been the particular object of public concern and regule-
tion, Rationing measures in this field were facilituted by the control
exercised by the State monopoly, AHCAP. On July 30, 1941, the Governoment
ordered a 25-percent reduction in the sale of all gasoline to distributors;
gasoline used by agricultural consumers, however, was not affected by this
ruling, By a decree of September 15, 1941, u system of rationing through
the use of coupons wag ineugurated for private consumers, mnd special al-
lotments were assigned to industrial wsers. During this early pericd
the Nutiopgl Fuel Rationing Commission directed the gasoline-raticning
program. These measures were revised on severul cecasions, principyolly
to perfect the system and further to restrict consumption. On Jnnuary
7, 1942, the coupon system wos abandoned and the rationing of petyoleum
products was delegated to a new agency, the Notional Petroleum Coordination
COmmittee.Q/ Shortly thereafter o new system of coupon reticning vas
put inteo operation.d/ Since May 24, 1943, the raticning of liquid fuels

has been administered by the nmew National Fuel Rationing Committee.
Konthly basic quotns of gusoline have been establisned for various usec
1nc1uding those for industry, ugriculture, und transportution, and for
civilian purposea. Similar controls have been tnstituted for kerosene,
gas cil, fuel oil, and lubricants. Other measures to conserve potroleun
supplies include the compulscry reduction of truck transportation service:,
and the appointment of a committee to promote the mumifacture and use of
gasogenes,ﬁ/ with the subseguenl designation of ANCAP to supervise the
manufacture of sguch machines. In general, efforts to ration petroleum-

products are repcrted to have been effective, ulthough active bluck-market
operations have flourished at times.

Several decrees have been designed tc eontrol the dastribution of
structurel iron und steel. On May 23, 1941, all dealers having such
materinls in thelr possession were required to keep u spacinl register
showing the stocks ¢n hand, and to mcke regular reports to the Bureau of
Industries and to the Hational Subsistence Commission. HMemnwhile, the
city of Montevideo ordered the use of metal substitutes, wherever possibla,
on ull construction projects. Regulations were issued by the_Government
throughout 1942 to increase the effectiveness of these measures. &/ oOn
October 9, 1942, the supervision of this pregrum w.s entrusted to the
newly creuted Commission for Conatruction, Fluntin, and Development
(Comisién de Racionalizacién, y Fomento de 1u Editicacién).  Similar con-
trol mos extended to copper, tin, ond tin plute on February 12, 1943.

On March 2G, 1942, the Governuent isamued the first of a series of
decrees designed to conserve the supply of newsprint; the size of news-
papers, the number of pages, and the frequenty of supplements sere llmitcd;L/

é/ Executive docroe, September 1,. 1941.

Between September 11, 1942, and Jemuary 8, 1943, the Neotional
Petroleum Coordinatien Committoe exercisad the funeiions of ihe National
Fuel R+tlioning Commission.

February 6, 1943, for the city of Montevideo, and Fobruury.27, 1943,
for the rest of the country. :

5/ A portable mpparatus fov geuerating combustible gea (usually from
charconl) for use in autcmobiles. X

Executive decree, Moy 14, 1943.

Executive decrees of March 27, 1942, June 4, 1942, July 31, 1yiz,
September 11, 1942, ond December 4, 1942; the General 0fFice of Reonomic
Affairs appears to have been churged with the administration o ilege
measures. ) )

) 7/ The decrse of Kurch 20, 1942, wns reenforced by decrees of May 15
1942, Moy 22, 1942, November 20, 1942, and December 18, 1942, '
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The General Office o fconomic Affairs vos charged with the enforcement of
these regulations; .on September 18, 1942, however, the Executive appointed
un honerary commiussion to drow up udditional regulstions if deemed nccessary.

In oddition to these centrols, merchants handling various commodities
have been required to declare tineir stocks. - Action of this noture has
applied to such ccmmodities as iwported merchandise, materials for ship
construction and repair, sugur, cereals, edible cil, newsprint, copper,
sisal, hemp, ond rcw products. Further to clleviate the supply problen,
the Bank of the Repubdic and ANCAP have been suthorized at cimes to
purchase and import, when possible, stocka of a variety of commodities
including metals, chemicnl products, com, suger, forage, potatoes, und
charcoal. '

ice control.

Almost immediately nfter the outbreak of the war in September 1939
the Uruguayon Government took steps to cope with the problem of rising
prices. . Price-control measures had been e?ployed, however, on previous
oceasions; for short periods following 1917/ nnd 1934 attempis were made
to regulate prices of prime necessitles and to curb speculation. During
1939 moodimum prices had been fixed for a few essentials such as sugar,
rice, and potatoes. On September 5, 1939, the Genersi Assembly grinted
the Executive, for a temporary period (subsequently extended), suthority
to take whatever measures might be necessory to prevent price increases
and the hoarding of basic commodities. By the end of Sepiember maximum
prices (usually both wholesale and retail) were fixed for about 20 com-
modities, including sugar, coal, flour, bread, potatoes, rice, gasoline,
and meat products. The Executive appointed an honorary Notional Smb-
sistence Commission to advise him, nnd during 1940 and 1941 additional
coemodities became subject to regulation.

Present price-control activities are authorized by n law of October ,
23, 1941. At that time the Executive was granted authority to contrel /
the supply and pricea of a long list of essential moterials und articles
of first necesaity. 1/ Hio was authorized to prohibit the exportation
of such products, to reduce or remove customs duties, to fix moximum
wholesale oF retall prices, and to acquire stocks for resnle to the
public. A new Notlonal Subsistence Commission (Comisién de Subsistencios)
wag created, and the Executive wes required to consult with that body
boefore exercising his price-control powers. The Commission wns instructed
to appoint auxiliary honorary comulssions in the capitals of the various
departments. These local subsistence commissions appear to have funectioned,
however, in only five or six departments. In December 1941 the adminis-
trative work ‘of the Nationol Subsistence Commission wus tuiken over hy the
new General Office of Economic Affairs Z/ (Direccién Gengral de Asuntos
Econmicos), which in addition to its numerous statisticol activities
#as "o agsist the Executive in the nchievement of the yeneral objectives
of ihe law of October 1941. "

Practically 6ll of the methods authorized by the law of October 1931
have been emplo to check rising prices and to prevent ineresases in tae
eost of living. Maximum wholesule and retail prices have oeen fixed

1/ Executive Decree No. 10075, October 23, 1941, Diario Oficial,
Novenmber 1, 1941.

3/ Created by Executive Decrse No, 10107, of December 26, 1941, to
func.ion as an agency of the Ministry of Industries and Labor.

Y See also the secticns on the tariff and on rationing.
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tor practically all prime necessities. Moreover, the Executive has used
the suthority granted to him to a:dd many ndditicnel commodities to the
list originally designated as prime necessities nnd thereby subject to
price control. Prices, when fixod, are published in the newspopers, and
merchonts are required to post them for public view. The price-control
authorities maintein o smull corps of imspectors (principally in Hontevideo)
who make periodic investigations to determine the degree of compliance.
Penalties, though moderate, have been imposed frequently. . The control
euthorities operate under many of the handicaprs confronting similar
pgencies in other countries, including the scrrcity of supplies, the ex-
pansion of bank credit, and the lack of an adequate and trained staff.
Nevertheless prices appesr to have risen less rapidly in Uruguay thoan in
many cther countries. Official statistics, which may not reflect the
full chenge which nas token place, indicate that the cost of living {in
Uontevideo) has increased less than 10 percent since the cutbrenk of the
war in 1939. Wholesale prices, on the other hand, have incrensed nearly
35 percent gince 1939.

[}

Post-Nar Problems Relating to Controls snd Commercisl Policy

The economic position of Uruguay, like that of most countries of
South America, usually reflects the genercl level of internationzl trade
and the vigor of commerelal activities throughout the world., PBecause of
the importance of such export products as meat, wool, und hidea, the
prosperity of Uruguay is materinlly dependent upon the maintenance of o
high level of foreign trade. This relationship, however, hns pot pre-
vented o trend in the pre-war years toword o moro restrictive commercinl
policy. Through such devices as exchange control, export bounties,
import restrictions, and the tariff, the Government has acught to stimu-
late domestic agriculture and industry and to cchieve a higher degree of
economic self-sufficiency. This trend developed, however, during z
period when nations throughout the world were resorting 1o numerous de-
vices to channelize trade and wore incruasing borriers to the {low of
internationol commerce. The adoption of o restrictive trade policy by
Uruguay represents not only o reflection of this world trend tut also,
ot least in part, an effort to protect against the dislocrtione resulting

from the economic erisis féllowing 1929 and the aggressive trade policies
instituted by many other countries.

The general economy of Uruguiy will benefit if commercignl policies
adopted at home and abroad nfter thie war promote o general revivul and
expansion of international trade. A program which vill serve the broad
sconomic needs of the Uruguayan people and promote n henlthy development
of doemestic enterprise can best be achieved, of course, in cooperation
with other nations. That Uruguay mey be prepared to contribute to such
a program is perhnps suggested by its negotiation since 1940 of several
most-favored-nation agreements.

"
uby, STord

Many of the enterprises owned and operated the

are in fields ordinarily left in other countriubyto pril\::‘tl.sugnmcecr::.\m::t
moke contributions to the Government in the form of tnxes and to individucla
in the form of interest and net profits. It is probable that Uruguay
will coutinue its present system in the future, possibly expanding its
scopa. In Oruguay the policies with respect to the manogement of these
public agenclies seem to vary. HNone of them is operoted aa ¢ fiscal
menopoly, as is done in a number of Latin Americon countriss, with the
major objective of ralsing revenue. Stme ors operated im competition
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with private business, whereas others enjoy & monopoly position. Ap-
parently the rendering of service to the pudblic is of grezter importance

in the management policy of some of the enterprises than the amount of

net income returned to the Treasury, whereas in others the ordinary businesc
goal of maximum profit seems to predominate.

Uruguayan public enterprises have made substantial contributions to
the well-being of the people and some of them have been important sources
of governmental income. In 1942 eight of them earned s total net incouwe,
including contributions to the State, of sbout 10 million pescs, although
three incurred deficits of nearly 7 million pesos.

In general, the services rendered are reported to compare favorably
with those rendered in neighboring countries by private vorporutions.
It sppears, however, that the objectives of menagerial pelicy have not
been clearly defined in some instances, and that a comprehensive annlysis
by the Government might be advantagecus to determine for each enterprise
the relative extent to which financinl self-sufficiency, muximum net
income, or maximum service to the public, even thcugh subsidized, should
be the goal, and to appraise, in general, stendards of service and
operatlion.
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