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'I. THE NATURE OF FOREIGN INVESTMENTS IN URUGUAY

A External public debt

Uruguay's first foreign loan was floated 1n.London in 1864, ‘when

6 per cent bonds amounting to Bl million were issued and the
proceeds used’ to pay intennal debt. From 1880 to 1920 the
external debt, con51sting almost entirely of sterling issues,
1ncreased from 3. 5 milllon to £26 7 milllon, amounting to almost.
90 .per cent of the. total public debt at the end of the period
(see Table 1). After 191k the source of Uruguay's external
borrow1ng shifted to the United States. Between 1915 and 1930

...

o - I T

d011ar bonds totalline %67 8 milllon were 1ssued at an average B
price of 96 per éent of parity with dntgrest rates-ranging between
5 and’ 8 per oent. The proceeds of these”dollar~bonds were used
mainly ‘to finance the acouisitlon of a railway, to pay and refund
some 1ndebtedness, .and . to construct port fac111t1es,-roads, public
works and public utilities. o | LT

After 1920 the Government's borrow1ng from domestic sources
1ncrea5ed much more rapidly thant from abroad and by 1932 the 1-
external debt had declined to 55 per cent of the total public debt.

There were several defaults and ad3ustments of the external
public debt 1n‘the nineteenth century, but after the consolidation
of all outstanding external debt in 1891 1nto one 3 1/2 per -cent |,
1oan, debt service was cons1stently met until 1915, when 51nk1ng

fund payments~irerie partly suspended until 1920, . Interest

‘/payments were
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payments were met con51stent1y from 1891 until 1932, The onset of
the world depress1on brought a sharp decllne in exports and a
cessation of the 1nflow of capltal. Slnklng fund payments were

suspended in January 1932, and after July 1933 interest on the

,:external debt waS'made payable only in pesos 1nto a blocked account

and without taking into account the fact that the exchange value

of:the peso had depreciated. This evoked a protest by foreign .

'bOndholders, and the Government subsequently revised its policy -

) to prov1de for payments of 1nterest in pesos ‘equivalent to an

1nterest rate of not less than- 3 1/2 per cent when converted 1nto
the currency requlred under the loan contract5° but payments were

Stlll made into a blocked account, T

In 1937, follow1ng an 1mprovement 1n the balanee of payments,

~the Government offered a settlement of the defaulted debt. This

'1nvolved no change in pr1n01pal but ‘a reductlon in nomlnal interest

rates from the prev1ous rates of 5 to 8 per cent to new rates of
3.5 and-4,3xper cent and an.extension of_maturltles‘to“perrods

ranging from;fifteen tOpthirty-two,years. Practically .all

'bondholders,have accepted..to this adjustment.”uRecent;quotations of

Uruguayan dollar bonds are illustrated by a 4% 1/8 per cent issueﬂl

due in 1979 which was quoted in January 1950 at 85 1/2, yielding . .

5.1 per cent.

/Table 1
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: ; Table 1
Exteinal Publlc Debt of Uruguay, 1865-19@9 a/i
' (In mllllons)
Funded debt | B ' o S
End of. i - © In pounds - ... United States. = Total
year " sterling b/ In dollars Government ‘(dollar
Lo - ‘ N loans - equivalent)
1865 1.0 - - %48
1875 0.9 - - bk
1880 - v 3.5 - - 1649
1890 16.8 - - 81.7
1910 2644 - ~ S128.7
1920 ¢ . 26,7 . 1.3 - RN I ¥ I R
1930 20.1- ] - T 152.6
19540 +:19,2° 55.0 .. - 13265 i
1049 (estlmate) 16,6 L 6 5

e

B

.0 106.0

a/ .Sources: Data on funded debt from Direccion de Credito Publico,
‘Montevideo; Deuda Pdblica de 1a Republica Oriental del
“Uruguay, various i1ssués; Banco de la Republica Oriental

~ del Uruguav, Suplemento Estadistico de la Revista

' .Econdmica, various issuesg and_ unjited States Department
of Commerce. Clearlng Offlce for Forelgn Transactions, "

b/ Includes the two French franc 1ssues whlch were converted 1nto
sterling in 1939, - . e b .

¢/ 'Calculated on.the basis of. scheduled amortlzatlon payments.‘t _
i It-may be observed that before the perlod of maaor default 1n .
1932 1933, -a. considerable portion of the external debt of Uruguay
had been repatriated, ;Itcls estimated. that the'external debt- o
actﬁally held abroad in 1932 was about $90 million or s%;ghtlyempreﬂ
than 70 per cent of the total. At the end of 1948, it was reported
that of the outstanding dollar bonds amounting to $45 miliion (per

value)anly $13.5 million were held in the United States, the rest
o ’ /being held
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being held in Uruguay or in other countrles.

Following" the cessatlon ofinternational lendlng in. the early L
l930's~the'only'further“externalglqans'recelved;by‘thgzGovernmgﬂtxqff,‘
Uruguay have been obtainé&?from-the United  States Export—Impdrt:H
Bank and the United States Maritime Cbmmission._ Loans of $ltlt
million haveé been authorized by the Export-Import Bank, but $29
million have been cancelled or expired, and only $15 mlllloﬁ
utilized, chiefly for hydro-electric development and public works
préjeéts. S

" “'In 1948 the service on the external debt (including;Expértfimport
Bank obligations) as recorded in. the balance of péymentSiwas $5.7
million or 2.9 per cent of the value of exports. According to
estimates of the United States Department of -Commerce, interest.
réceiﬁed?éh Uruguayan-dollar bonds in the United States in 1948 .
was $0,5 million. Interest and amortization on.Export-Import Bank .
obligations in that year was approximately $0.9 ﬁillion. The
total bf'intereét and amortization on dollar. bonds andnExport?Import
Bank obligations transferred in 1948 may-be;estimatedratrclosé to

#2 million or 3.8 per cent of exports to the United States in that

‘year.

B.*fDirect'inVestmentsﬂ SRR

\ Estlmates of forelan dlrect investments in Uruguay varj
con51derably, dependlng partly upon the deflnltlons employed,r Tﬁé .
direct investments at the end of 1948 1nclude £10 million ($40
million‘at the. rate. of -exchange’ ﬂrevalllng at that time and

/28 mjll“Oﬁ at
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28 mllllon at the present rate) represented investments quoted-
on the London Stock Exchange, @ho mllllon United . States holdlngs,
and an.amount of chlefly French 1nvestments.l/;,, SR
The eStlmate of French investments. is based on the par value

of the shares of enterpt;gesﬁ%q Uruguay;thateere registered on the
London Stock_Exchange.;( AThese,Sheres amounted to I27 millionTat-,
the ‘end of 1946, but had fallen to T10 million by. the.end of 1948,
owing tg_epbstentiala;epat;iqtioﬁs.iEhe U:ugueyen&Geve;pmept.hase
paid or agreed to pay F11.8 million for the repurchase of inveetme;js'
.,with,a_per,value.oftil?;millipnt(ipclgdeq.in?the‘19&6 figure.of -
£27 million.) |

? The Unlted Klngdom was the first: country 1nvest1ng capltal in
Uruguayaﬂleﬂtﬁﬁpr%ses:;nﬁeubstept;al?ampupts,ﬁlTpeepg;k,oi the . -
British divect investments ves made before 1913, at vhich date the
par value of the shares outstanding was £20.6 pillion, about $100.
million st the Tate of exchange then prevailing, British investments
have been made primarily in railuays and public utilities. OF the
£27 million of investments at the end of 1946, El4,6 represented, . -
railvay. investments and 2.5 investments in utilities.. The tulk
of these investments was included in the £17 million of British
.;/'1Thls Sstimate does not take into account a substantial emeunt of
capital which flowed into Uruguay for purposes other than direct

_1nvestments durlng and sirice the end of the war. Most of this
was invested in government bonds on, merely depoelteg wlth,benks..,

2/ ‘This.eetimate appears in.the South-American Journal (London}. = -

' /investhists
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v
investments in utilities. The bulk of these invegtments was
included in the -Bl7 million of British investments liguidated
during 1947, The remeining. investments are’ chlefly in a pachlnﬁ
house, . banks, insurancs companies, wiolesale and retail trade and
some ranches, |

Uﬂltod States direct investments in Uruguey havé been made
mainly since. 1911 when a packing plant was established by 5W1ft
and Company at Montevideo, Since that time Armour and Company
has also established a packing plent in Uruguay'and ‘other Unlted
States enterprises have establishéd themselves ithrugﬁay,{‘ |
inecluding Maticnal Cash Register-Combéﬁy, Ford Notor Compahy,
General Liotors Corporation, United Shoe Machinery Companj5 Sihger
Sewing Machine Company, International Business #achines Company.,
Intcqublo:al Harvester Company, J, I. Case Threshing Machine
Comnany, National City Bank of HNew Yord, Eastman Kodak Company,
General Electric Company, Bastern Electric Company, Otis Elevator
Company, Dupont, Standerd 01l Company, Lone Star Cement Company,
and the Texas 01l Company,

The valueg of Unlted States direct investments in Uruguay has
fluctuated considerably, declining from $27.9 million in 1929 to
$10.9 million in 1940, and rising te $24.2 million in 1942 and
$40.4 million in 1948 (sse table 2), The changes nrior Lo 1942
are believed to reflect primarily variations iﬁ the exchange values

of the Uruguayan peso and in the book wvalug of individual companies.

/however
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%owevef; of the increase of $16.2 million from 1942 to the end of
i9h8,"$l2.6 million represents the flow of fresh capital from the
United Statés into Uruguay and $3.6 million the reinvestment of
?arnings. These amounts represent additional investments in
existing establishments in Uruguay; no new United States-owned
gﬁterprises of substantial proportions are known to have been
éstablished in recent years, United States investments in Uruguay
;re primarily in manufacturing (including meat packing), and it

is in this field bf‘investment that most of the recent increase in

: _
United States investments nas taken place.

/Tatle 2
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Table 2
‘United States Direct Investments in Uruguay a/

(In millions of dollars)

192 1936 - 1940 194 1948~
Manufacturing l%.g N N Tg.g . -23.1
Petroleum 3,2 c/ 2.4 3.3 5.0
Miscellaneous 4.0 3N .3 1.3 1.3
Total . ... 27.9 13,9 10,9, 242 ko,l

a/ Sources: For-1929, 1936 and 1940, United States Department of
- Commerce, American Direct Investments_lnuForel;n
Countries, various years; for 1943, United states .
. Treasury Department, Census of American-Owned 4ssets
in‘Foreign Countries (19%7). These figures represent
. "pook" values. - The estimates for 1943 and 1948
"exclude a deficit of $18.6 million which appeared
- in the accounts of certain companies in 1943, It is
believed that the major portion of this deficit is
attributable to a company domiciled in Uruguay whith -
'is a holding company for investments in several o
- Latin American countries and that only a small part,
1f any, -of the deficit is:attributable to the-
Uruguayan enterprlses owned by the holding company.

b/ ‘Estimated on the ba51s of flgures for the net outflow of '
United States capital published by the United States Department
of Commerce, and including- relnvested earnings of subsidiaries
amounting to an. estlmated $3 million during the period
1943-1947, . L

¢/ Included in "m1sce11aneous“

French 1nvestments of perhaps $9 mllllon at the end of 1948 -
were malnly in ranches and banks.l/ German investments, amountlng
to an estlmated .2 million before the war, have been transferred
“to Uruguaysn ownershlp. |

1/ See J. F, Blppy, “French Investments in Latln Amerlca"
- Inter-Amerlcan Yconomice Affairs, (autumn 1948).

i/II.‘ECONOMIC
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II. ECONOMIC SIGNIFICANCE OF FOREIGN INVESTHENTS

A. Industrial d;strdbut%gg: o ' :“f'”= T

Railways )
"With a total of 1883 mlles Uruguay has more rallway mllsage

1n proportion to area than any other latin Amerlcan country and ;’-

more 1n proportlon to oopulatlon than' any Latln Amerlcan country
except Argentlna. About 80 per cent of the total mlleage of .
Uruguay's rallway system was contructed, and, until the beglnnlng
of 19H9, owned and operateo by Brltlsh capltal.- Of the remalnlng
20 per cent a small portlon was~also constructed by the Brltlsh |
capital *but most of 1t was bualt by the Uruguayan GOVernment,
whlch operated all of the 20 per cent._ In accordance W1th a
contract approved-by the Uruguayan Government on 31 December 1948,
the Government acqu1red all the Brltlsh-owned rallways in Uruguay.
As a consequence the Uruguayan Government is now the sole owner
and operator of rallWays in Uruguayo - ;?G _ |

| British interest in Uruguayan rallways began in- 1865 W1th
theobtalnlng of a conce551on for building. a lrne from Montev1deo
to Durango, -about ; 127 mlles to the north on the Rio Negro. ThlS
concession: was followed by others;'and by, 1887 all except one
of the rallway companles that were' later . to comprlse the per&télY*
owned rallway system of the country had been fbrmed o

The origlnal conce551ons under whlch COnstructlon of ‘the

-raiiways Was carrled out prov1ded fon subtant1a1 asslstance from

the Uruguayan Government, Thls assistance was malnly 1n the

/form
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form of guaranteed earnings_by thé companies for pericds of WO
yearé inAmgst instances. The amount of the guaranteed earnings
varied,lﬁuf.in several cases it was originally 7 per cent on a
maximum.éapital outley of 15,000 per kilometre oflline and was
subsequehtly reduced to 3 1/2 per ceﬂt. Important tax benefits
- were also granted to encourage rallway building. ©Some concessions
prov1ded for reversion of the properties to the Government,
w1thout compensatlon, ninety years after the opening of llnes to
traffic, or after twenty-five years upon payment‘of 15,000 per
kilometre of line plus 20-§ef‘ééﬁ£; |

Pﬁrchase of ‘the railweys by the Uruguaymn Government in 1948 .
‘was the culmlnatlon of a nzograwme initiated prior to-the first
world var. The first step was the acquisition by the sgovernment
in January 1915 of the Northern Railway, a 19.5 Kilometre line
conqtructeé in i878. Acquisition of the British-owned railways
by thé Uruguayan government;was.carried out in accordance with a
cdnﬁ:éct:negdtiafed by representatives of the interested parties
'aﬁd ratified Ey the Ufuguayan Congress on 31 December 1948, It
provided for the purchase by the government of‘the'companiesf
propertiesrianruguay? except casih and bank balances, for‘a price
oflabbut ﬁ?,glmillion or 47.4 per cent of the book value of the
sécuritieé of the companies outstanding in June 1947.
Tramwavs

Forelgn capltal has partWCLpated in Uruguayan tramways only
in the city of Montevideo, where service was for many years

S . /provided
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provided by two companies; a British-owned Uited Electric

_ Tramweysfef Montevideo, formed in 1904, and a subsidiafy;of”a
German-controlled company. The latter was abéorbed:ﬁy the
British company in 1926, and in December 1947 an'egreemenf was
_signed by the city -of Montevideo and the British—owhéa coﬁpany‘
providing for the purchase by the city of  the compeny's‘probefty#'
for 11.7 million:pesos, about ﬁl;h million pescs; sbout 1.4

million at .the then prevailing rate,

Montevideo water works and gas supnly

The water supply system of the Cify eflMontevideo'wes |
developed by the Montevided Water Works Company, & British company
regispered‘in 1878. Under a contract between the:company and'_
the Uruguayan Zoverriment signedrin\DeeemberLIQMBrend eppreﬁedmﬂd
by the Uruguayan. Congress on.1l.0ctober 19h9'thewcompanyfél
properties in Uruguay were sold and the Uruguayan governﬁent o
paid I3 million.% . Gas.is supplied in the city of Montevideo

by the Montevideo .Gas .and Dry Dock Company; a Brifish cemﬁany" -
organized in 1872. - | - -

Telephone system.

Foreign capital has not participated exfenéiveiy in the o
telephone industry in Uruguay except ‘in the city of Montevideo. '
The Montevideo Telephone Company, a British concern, was o
organized in 1888 to acquire and consolidate Uruguayan-owned

1/ Q;gyie Oijqi§l5 (Montevideo, 31 October 1949).

/telephone
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telephone enterprises. In 1927 control of the Company was acqguired .-
by United 'States-interests, which in turn transferred it to the
Uruguayan gdverhmeﬁt in December 1044, This transfer was based
on an agreement énteféd'ihtSkin l933'betﬁeen ﬁhe'company and’
the Administracidn General de‘las Usinas Electricas vy Teléfonos
del Estado (ﬁTE)g’én agency df the¥Uruguayan.government, which
’provided for acquisition by UTE any time after 1936 at a
predetermihéd'pfiée. | 7

Meat packing

Forelgn capitél iﬁlrepfeSented in thé'meat packing ihdusffy
by three corborations, two American-owned and one British-owned.
The Brltlsh Fntcrprlse Company Vas establlshed in Uruguay in
1865 and the American Goncerns in 1912 and 1916. Their significance
in the economy of the country is indicated by the fact that under
an Uruguayan regulaticn issued in NMarch 19#9'foreign—owned
companies'aré asigned a quota of 65 per cent of total exports of
meat products from Uruguay. The fbréigh'éompénies produce only
for the exnort market, howevur, ‘the domestic market being reserved
exclusively’for the Frigorffico Nacional, & sanizing plaat owned
by the Urﬁguéyan QOVerﬂment, and for domesticaily—owhed private:
plants. In additioh‘ﬁoﬁénjoying a monopoly in the domestic |
market, the Frigor{fico Nacional and the domestically-owned
private plants supply 23 per cent an 12 per cent, respectively,

of total e}<:p<:>1=ts_° .

/Banking
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Banqug 7
Foreign-owned hanks. are relatlvely unluportant in Uruguay.r At

the end of 1948 foreign banks had about 11.7 per cent of the -
capital and reservesof all private banks in‘Uruguay};/ "Dépbsifsw
in the fgreign,banks,were equivalent to l5.h'pef cent of tofal
deposits,in alI nrivate banks, and losns were eguivalent to 14.8
per cent of total loans by private banks. At the end of 1947
there were sixty-nine private banks in Uruguay of which eight, éii
located in Montevideo, were foreign. Of these foreign banks, ohe'7
was Ameripanfowﬁed, one British, and one Canadian. o
Insurance

| Although branches of twelve foreign insurance companies
(nine British, two French and one_Sw1ss)-operaté in Uraguay;'
opeféfidnggof_ihese_companies\are of little importance in the
insurance business in Uruguay. This is due to the establishment
in 19llﬁ0f_the stateaanéd Panco de Seguros del Estédo and the
granting pj,authqrity o it to moﬁopolizeg whenever i?‘seems'
appropr?éte any class of insurance .risk in Uruguay. The Banco
wfites'insurance_in 2ll ‘fields but there*are'some'branchess
including fire, life and marine insurance, in which it has not
invoked its monopoly rights. Activities of the fdreign'cdmpénies

are confined largely to these risks,

... _..‘. 6
1/ FEanco de la Replblica Oriental del Uruguay, Suplemento
Estadlstlco, (l9h9)

/Miscellaneous
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Miscellaneous

A Subetantial number of.foreign manufacturers have established
branches in Uruguay ﬁo.ehgage in the importation, distribution and
servicing of their products. With the possible exception of
assemblihg, few if any of these concerns extensively process their
products in Uruguay. Reference has already been made to a number
of leading United.Sfates manufecturing enterprises with branches
ef subsidiaries of this character in Uruguay.

By Foreign investient and economic develorment

Foreign capital has made a substantial contribution to the
ecoﬁémic development of Uruguay, both through external loans and
'direct investments., ﬁxcepi in railways and the meat packing
indﬁstfy; however, fereign direet investments have not occupied
ée pfomihenﬁ a place in the Uruguayan economy as in many other
under?deveioped countries, This is due both tomthe nature of the
Uruguayanfeconomy and to the policy of the goverrment, which has
esteblished nﬁmerous pﬁﬁlic utiiity, industrial and commercial
enterprises during the past forty years. |

if publie utilities are disgégarded, Uruguay has untilr
recently;‘ettracted.priVate direct investments into only one
'important‘industry, meat -packing. That industry, with the aid
of fofeign eapital; hae beenedeveloped to the‘pdint at whieh
it,censtitutes the backbene of ‘the national eConomy.' The country

has no knewn important deposits of petroleum or other minerals,

/which have
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nnich-nave been the object'of investment of foreign capital in

many countries. Thus far, the Uruguayan domestic market has been
relatively snall and has not proved attractive fo 1arge
‘_manufacturing'establisnnents. There has,rhouech, been some

. eXxpansion of stall-scale manufacturlng enterprises recently, and
.as shown in table 2, some influx of Unlted States capltal into

. investments in'manufacturing has occurred snnce the end of the Uarl/
The: 1mportance of governmenta1 enterpr1ses in the Uruguayan

economy. 1 discussed 1n section III belou. N

C. Foreign 1nvestments and tne balance of Davmenus ~

A summary of the. balance of pavnents of Uruguay 1n recent
years-is. ‘shown in table 3% DU wng tne n1ne year De;lod 19%0-1948
there was a net surplus of ¢ 57 mﬁlllon on account of mcrchandlse
trade, & net ‘surplus of ¢9 mlllﬂon on aCCOLﬂt of serv1ces, and. a
net- inflow of 1ong ~tern capltal9 prlvate and governmental, of
$105 million. As-a consequence tne gold and forelgn exchange

holdings -of the country rose from ‘76 million at the end of 1939

1/ The industrial census of 1936 llsted over 11 000 establishments
with a total personnel f 10%. OOO, of which about 25,000 are
estimated to nave been empIOJed in frirly large establlshments.
(See George Wythe, Industry in-Fotin America, New York, 1SH9,
pages 128- 129¥ Only'16 "6f the 11,000 establishments employed
more than 500 workers, and about. half of these were meat
refrigerating and packing plants. Estimates place the net
value of industrisl production in 1947 at 280 million pescs
compared ‘wvith a net value of agalcultural pastoral
prcductlon of 320 million p2sos.

PR S /and to (241 million
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and to $241 million at the end of 1948, It will be observed,
hOWevef, that the war-time surpluses on current account wvere
reversed in 1947 and 1948, The gold and foreign exchange holdings
declined from $2h} million at the end of 1948 to $220 million

at the end of.August 1949. Since exporis exceeded.imports.by,--
#23.92 million during the first nine months of 19#9, the

reduction in gold and-fqreign exchange reserves 1is presumably

due mainly to the payment for the British-owned railways
amounting to #28.6 miilion, and a reduction of 27 million in the
foreign—owned balénces in, the Central Bank of Uruguay during the
“first nine months of the year. “

An important feature of the Uruguayan balance of payments in
recent. years_has'been‘the.eembinatien'of a considerablerexport
surplus with Buropean epuhﬁries wifh inconvertible currencies and
a deficit with some coﬁhtries in the WesterheHemisphere.' The |
repatrlatlon of Brltlsh 1nvestments in Ufuguay was rendered
possible by the accumulatlon of 1nconvert1ble sterling balances,
It should be added that during recent years imports, particularly
from the Unlted States have been subgect to controls.; B

o It can be seen from Table 3 that the inflow of long term
capital since the end of the war has been much smaller than that
largely of "refugee" capital which occurred during the years 1943
to 1945, A& large gross inflow of prlvate long~term capltal of

$26 million was recorded in 1947, but the amount of such 1nflow

/in 1948 declined
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in lQMS_declined to §5 million, It haé beeh pointed out préﬁidﬁsly
that the value of United Siétes direct investmenfs'in Uruguay rose
from $24.2 million in 1943 to an estimated §40 million in 1948,
-but aisubstantial portion of this“increage represented the
reinvestment of eafningé of branches and subsidiaries.’
IR Tabvle 3
~Balance of Payments of Uruguay, 1940- 19483/

(In mlll;ons of_dollars)‘

. Total”“”"W:' ' Gold and . Errors-

L Ce current Long-term short-term and
Year Merchandise Services account eapital capital ... omissions
1940 + 19.1 - 0.1 =+ 19.0 - 0.8 -~ 15,5 . .- =246
19]"'1 o+ 908 - 3»5 + 603 e b 158 - 9-8 + 198 _
1942 - 8.6 - 4.0 - 12.6 - 2.0 + 4.5 - +. 0.1 -
1943 o+ 38,1 - - 4,1 + 34,0 w 24,8 - 59,7 + 0.9
1944 4 27.1 - 1.0 -+ 26.1 + 34, - 58.9. "= 1.5
1945 |+ 29.6 e Lok + 31,0 + 1547 - 45,1 - 1.6
1946  « 8.9 + 2,8 + 11,7 + 9.6 - 22,8 + 1.8
1947 - 7.7 0 B+ 8.3 - 39.4 + 16,8 + 20.6 + 2,2
1948 - 18.9 + 7.0 - 11.9 » 4,3 + 10.0.. - 2.k
Total + 57,3 e 7,2 + 6’-!-.5' +104%,6  -165.5 + 1.3

Source: Revista del Banco de la Republica Oriental del Uruguay
(Montevideo, various issues). In current, and long-
term capital accounts {(+) sign indicates excess of
receipts and (-) an excess of paymentss in gold and
short-term capital account (-) indicates an increase
and (+) a decrease in holdings,

In 1948 the total yield of foreign 1nvestments and amortization
of the external debt recorded. - in the balance of payments was $9.7

million, of which service on the external debt was $5.7 million.

. /The income
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The ihcome and amortization represented 5 per cent of the value of

‘total exports in 1948, but this includes reinvested earnings of

branch plants; hence, the actual amount transferred represented a
somewhat smaller share of exports.  The income from United States
direct investments (including reinvésted earnings of ‘branches but

excluding those of subsidiaries) was $2.2 million in ‘1946 (the. -

.latest year for whic¢h data are available), which represénted 4,7

per cent of Uruguay's exports to the United States in that year.

'The addition of service of “extefnal debt due in dollars (ineluding

Export-Tmport Bank obligationsY, estimated above'at about $2

million iﬁ“l?MS;JWGuld raise ‘the propoftion of -Urtiguay's dollar

exports représented by income’ and amortization on United States-

owned investments in recent years to about 8.0 per: cent.

Transfers arising from: Foreign'itivestments have recently not been

hampered by exchangé' dontrel except -in the case of.countries =

with Whiéhrﬁfuéuéyﬁhas:héd“péyméﬁ%s”agfeémentéa*iThué the transfers -

to the United States on atcount®df foreign investménts have not
been limited’ by exchahge céntrol. -

The total earnihgs of United States direct investments in

Uruguay (including reinvésted earnings both of branches. and. of

subsidiariészQfe estimated by’ the United States:Department of
Commerce'tdfhéﬁé'béén'$238:millioﬂfih319@6.ﬂ:Onlthe basis of the
estimated value of directinvestients im 1946 the yields in 1946
represented dbout 8 per cent of the capital invested. Comparable

L e

| /data'fof '
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data for British investments are not availables 'Statistics of
dividends paid on British investments as a percentage of the par
value of shares representing such investments are available;
however: -If the recently sold railways sre excluded, the yield
(which exclude reinvested earnings and do not include earnings
of investments not registered on the London Stock Exchange) during
the years 1946 to 1948 was 543, 6.6 and 6.8 per cent respectively.
Inclusion ‘of the railway investments would reduce the average rate
of ‘return to 2.8 per cent in 1946 and 3.1 per cent in 1947,
III.,. GOVERNMENT POLICY AND FOREIGN INVESTMENTS -
A. Entr

.Status and control of foreign investments
~-Exce§tfiﬁfé very Tewﬂcdsés;?néifhép the Uruguayan Constitution
nor legislative-Orﬂadministrative acticn makes any distinetion
between natiOna1Swofsthescounffy-and foreigners with respect to the
ownership of property and the right to establish and operate
business'enterprigesy“Thére“is“no“general limitation on the-éxteht
to which foreign capithﬁ=méy'péftiéipaté-in'private commercial or -
industrial enterpriées. Private éﬁﬁérpfisé'haS'been excluded from
several actiVities’wHibﬁﬁéré'mdﬁﬁpdliZéd'b&‘théiédVefnmenf, but
such exclusion is applicable to nhtionals as well as foreigners.,
A minor regulation in the itfiterest of natibndl defense limits the
property Tights of foreigners in ceértain  so-~called "security zones'.
The right ‘to ‘engage in mining is restricted to Uruguayan citizens -
and to enterprises domicilied in the cOuﬁfry,;but such enterprises

/may be
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may”be forelgn—owned

The appllcatlon of.exchange control to remittances on account
of forelgn investments 1s described separately below. At present -
there exist nd restrictions on the inflow of capital from abroad
with the_exception of capital transferred in the currencies of
certain countries with which Uruguay has payments agreements. These
include British pounds, Ffench francs, Belgian francs, Dutch florins,
and Swedish kronor, thé remittance of which for capital transfers
requires prior approval by the‘central bank of-Uruguay. It would
appear that the present relative freedom from exchange control of
incoming qapital represents a,change in the situation prevailing

during'the‘waf and until 1947. Under the previous arrangements

- . the central bank exercised a general coritrol over all incoming

pcapltal and authorized the entry of capital only for 1nvestments in
commerce or "any legitimate industry" regarded as‘beneflclal to
the national economy.;/ Presumably this control Sought to restrict
the 1nflow of capltal seeking temporary refuge or speculative outlets
in Uruguay rather than long-term 1nvestments of a productive nature.
Artlcle 31 of the Constitutlon, dealing with the inviolability
of property rights of individuals and enterprises, states that "no -
.one may hbe deprived of his property rights except in cases of public

5g§cessity or use established by law, and in all such cases just.and

;/' Inter—Amerlcan Development Comm1551on, Laws_of Uruguay,
(Washingtons 1947), page 1k,

/prior compensation
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prior compensation mist be paid. ...When expropriation is ordered
because. of public, neces51ty or use,_the pronerty owners shall
receive indemnities .for loss and dama e suffered as a consequence,
whether or not the exeroprlatlon 15 cons“mmated il Uruguay Was
among the Tatin. Amellcan countrles partlclpatlng in the draftlng
of the Zegnomic- Agreement of LOgOta at the Nlnth Internatlonal

Confefence of . American: States in Mdy 1948 wlth respect to the
provisions of ' the Agreement relatlng to the status of prlvate
foreign investments and spe01f1cally to compensation to be pald in
the ewent of exproprlatwon, lhe Uruguayan delegatlon made the
following declarations . | ” | |

"The Delegation.of Uruguaywunderetande ‘ hat Cheptef'lv grarits

foreign capital entering its country no ouarantee not already

afforded by ccnstitutional provisions And, with regard to
Article 25, it considers that the express reference to the

" constitution, in matters relative to the system of expropriation

and payment therefor, is unnecessary because constitutional
provisions always govern the settlement of all situations,
since all 1nha01tants are subJect to the jurisdiction of the
national courts", 1/

- Private business enterprises are not required by law to
employ a fixed percentage of Uruguayan nationals nor to pay a

fixed percentage of their wage disbursements to such nationals.

I/ The text of Article 25 of the draft Economlc Awreement of Bogotd
is as follows:

"The States shall take no dlscrrmlnatory action agalnst

investnents by virtus of Mhl”h forelgn enterprises or capital may

be deprived of legally wcgu.lred property rights, for reasons or
under conditions different Lrom those that the Constitution or
laws of =ach country provide for the expropriation of national
property. Any expropriation shall be accompanied by payment of
a fair price in prompt, adeguate and effective manner,

/However,
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However, enterprises contemplating.the-émploymeﬁt;of‘a large
nuinber of employeesrare sometimes required, uncer a special clause
,
in their charter of incorporationy to:éngage & certain percentage
of Uruguayan nationals, which has varied from 60 to 90 per cent.
There are no restrictions on the immigration or employment of
foreign technicaly ‘managerial or administrative personnel nor is
there any limitation on' foreign membership in the board of
directors of an“enterprise. ExXtensive social lezislation exists
in Uruguay*but“is*ﬁﬁﬁlfed‘hithQut discrimination as to nationality
of oﬁnéTShipjdf ‘the enterprise.

AN ! [ - Lt L . N . - N o : " X
B, Government narticipation in the econony

'“Taning-thé'last four decades the Government of Urughay has'
incréésiﬁgiﬁ participated Birectly in economic “life thriough public
ownership and operation of utilities and various industrial)
commercial and financial enterpriséi'sié‘*-‘-;---'Th'e.-"-:iérég::é'-amr;n'e‘of-l-.pu.blic”
ownéfghipiig principally the prodict of ‘a Social, political and
ecoﬁsmié‘féfdfm'movement'initiated ﬂufihg“%hé”adminis%ratiOn of
Presicent José Dattle y Orddfiez in 1911. In some cases the
gbVernmeﬁ% Has dperated monopblies’and in others has established
enterprises'compefiﬁg“with private enterpriﬁes. Public
ownership has in some cases been acquired by nesotiated purchases;
in ofﬁerg'fhe government has supulied the original capital.

'Goferhment participation in businesses in Uruguay- 1s exercised
malnly throuwh autonomouﬁ entities created by quc1al legislation.
These entities are orbanlueo vith a view to promotlng efilciencf

/and to assuring



B/CN.12/166/444d.6
Page 24 ‘

and to assuring independence from political control; They are
usually allowed to operate as independent corporations under the
management of a board of directors (appointed by the President,
with fhe consent of the Senate) and with separafe budgets.

Through its various agencies the government operates what
approaches a monopoly of all forms of insurence; it manufactures
_alcohol and'alcoholic beverages;lrefines petroleum, produces
cementy imports coal and cement, manages a meat packing plant,
operates fishing trawlers and processes fishery prOducts;'
manufactures industrial chemicals, including fertilizers; and
owns and operates the nation's railway, telephone and telegreph
-systems and port facilities, as well as the principal electric
power facilities and the water supply systems of the City of
Montevideo, These activities are described below.

BElectricity and communications

The State Electric Power and Telephone Company (UTE) was
organized in 1912 and aithorized to exercise a monopoly of the
supply of electric light and power throughout the country. By
1936 UTE had made electric. power available to most of the cities
and larger towns of the country. In some instances this State
enterprise absorbed privately-owned plants already in operation
and provided new facilities for ofhers. By 1947 all electric
power service in the Republic was owned and operated by UTE.

'In.l93l UTE was authorized to exercise a monopoly over the
telephone service of Uruguay. Modern telephone facilities were

/installed
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1nstalled 1n hontev1deo by 1935 By 1947 control over the nation's
entlre telephone system, 1nclud1ne telephonic communication by
"cable, had been effected
| In 1935 UTE vas also authorlzed to assume charge of

1nvest1gat10n and exp101tat10n of mineral, dep051ts. -

o The Rio Negro hydro electrlc project (RIONE) was 1n1t1ated
in 1934 by a decree which authorized the constructlon of a dam at
Nlncon del Bonete. Constructlon of this proyect was entrusted to
this spec1al comm1351on and completed in 1949, UTE assumed the-
management and operatlon of the plant. |

The telegraph serV1ces of Uruguay are entirely Government-owned
and are operated as a publlc monopoly by the Office of. Communication
(Dlrecclon de Comunlcac1ones) under the supervision of the Ministry

of Defence. Thls office also operates a commerc1al radio service..

The State Ballway Admlnlstratlon (Ferrocarrlles N Tranv1as
del nstado) now. owns and operates all railways in the.country.

It has been observed above that the British-owned lines were
acquired by the State in December 1948 completlng government
ownershlp of the Uruguayan rallway system.r Pricor to -this .
acoulsltlon about 20 per cent of the llnes serving the country
were owned and operated by, the government.

Water works

A prlvately owned vater works was opened in Montevideo in 1871.

The Government granted the company a twenty -year monoply of the

/sale
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sale of uater 1n the caplcal,‘along w1th certaln benefits such as

exemptlon from taxes and import duties and monthly subsidy payments.
: Tn December l9h8 a contract was signed for the purchase by the

Uruguayan government of the Montevideo Water Works Comirany. By

1949 most of the oountry‘s water supply system (inclnding Montevideo)

Wa s owned and operated by the natlonal government.

'Port adminlstratlon o
- The Nat10na1 Port Admlnlstratlon (Administracién Nacional de
Puertos) was, created in 1915 and vested with authority to assume a
'monopoly over ali or part of the“serviees.of,the-port-of,Montevideo,‘
However, this monopoly wes not exercised until 1932. i The Port
:nmnministmation_eleo manages the other Uruguayan portss. In.1930
':it'nndemtookthenoperation of steamerﬂeermioe.on the Uruguay
River. lSinoe loel, tne National Port Administration has operated
locean Shlpplng serv1ces, u51ng ships.of forelgn reglstry taken over

by the Government durlng the last war and some vessels purchased

espec1ally for 1ts ‘use,

'Meat packlnp and other food productlon

| The State Packlng Plant (Frigorifico Nacional) was organized
in 1025 and authorlzed to exerc1se a, monopoly of meat slaughter and
packlng for dlstrlbutlon in Montev1deo. It was also authorized to
build a plant but 1nstead in 1933 purchased a plant already in
operetlon. The purposes of the estaollshment of the State Packing

Plant were to ralse 11vestook prlces and improve the distribution

/of fresh
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of fresh meat in Montevideo.

Frigorifico Nacional competes with privately-financed companies

"in markets other than Montevideo, especially in the export market.

it the present time it has approximately 23 per cent of the export

‘market for meat.

In 1923 the former Institute of Fisheries (Instituto de Pesca)
organized in 1911, was reorganized td function under the Ministry

of Defence under the tltle of OCCQHOWraphlc and Flsherles cervice,

l

- MSOYPR! (Serv1c1o Oceanovréflco v de Pesca) Thls orvanlzatlon was

avthorized to stiimulate the consumptlon of flsh, to 1n1t1ate
measures for improving the dlstrlbutlon of flsh prouucts to

consumers and to conduct scientific research related to the

Tishing industry.

“ The commercial activities of SOYP'ére now its‘major-function.
It sells fresh fish to wholesalers and in the retail market in
MOntevidéoQ“and is réSpbnsibleqfOI abouf halflthe comuercial cateh
of the nation. SOYP oﬁerates'sevefal'trawlers énd fishiﬁg boats,

a warehduse, a processing plant and an ice factory. In addition

-to freéh_fish, it'ﬁroviﬁes ¢ried and canned fish, and fish oil and

meal, to consumers,

“The Natiohal Cooperatlve of Nllk Producers (”Conaprole“) was

eteated in 1935 ﬂll ploduceis of nllk may Join this organlzatlon,

which is owned 301nt1y by governmental and Drlvate capltal.

"Conaprole! exercises a monopoly,over milk pr009581ng and dlstributiOJ

/in Montevideo
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in Montevideo, as well as for export.

- Manufacturing -

The Natlonal Fuel, Alicohol and-Cement Administration (ANCAP)

' was created in 1931 and authorized to exercise a monopoly of the

importation, manufacture and sale of fuels, aleoholic beverages and

sale of fuels, alcoholic beverages and cement, It exercises a

- monopoly over the;importation and sale of coal éhd over the fefining
ofpetroleum, but distribution of petroleum products is shared

" with private companies,’ It also maintains a monopoly over .alcohol

distillation and is the exclusive supplier of cement for public

works. ‘Jilthough so authorized by a law of 1931 ANCAP has not yet

constructed and operated a cement »lant,

The chief activities of ANCAP since 1937 have been concerned
‘with the importation, refining and sale of petroleum. 411 gasoline
consumed in Uruguay is currently refined at the La Teja refinery
- near Montevideo. Nearly 50 per cent of retail sales of gasoline
in the country are made by LNCAP itself. By 1929 its facilities
were adequate to supply domestic reguirements of sulphuric acid.

At present ANCAP plants alsoc produce copper sulphate, fertilizers,
caustic soda and phosphates.

By an agreement concluded in 1938, private companies retailing
their own brands of gasoline are permitted to import the crude oil
necessary for their operations, but all refining must be done by
the ANCAP plant, ©Sales quotas have been fixed for each company.

/Insurance
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insurance and banking _

The governmental Insufance Bank (Banco de-SegurOS),wangounded
. in 1911 for the purpose of gradually establishing'a monopoly;over'
all types.of insurance.r By 1926 the Insurance Bank had practlcally
monopolized a wide varlety of insurance on rlsks other than those l
covered. by life and. flre 1nsurance, and a fornal monopoly was
decreed over the types of insurance so controlled. The authorlty
to monopolize life and fire insurance has not been 1nvoked and the
Insurance Lank competes in these flelds W1th prlvate 1nsurance
companies.,‘However,.under a law of 1926 no new“prlveterlnsurence
companies. of any typermay-he formed to undenwrite risks ln
competition with the Bank, S

~dgricultural oredit has longubeen,provideo by two state banks;
the Banco de la Republica Ecentraltﬁeth) and theiﬁencolHipotecafio
del Uruguay  (State Mortgage Bank). ' . _ | -

During its. ~early years. of operatlon the Banco de la Republlca,
- organized.in 1896, concerned itself princ1pally w1th the extension
i of low-cost. credlt to farmers. In grantlng such loans, partlcular

| empha51s Uas placed on the encourapement of small-scale land

{ ownershlp and 1mprovement. | ) |

The dtate lortgage Bank, organized ln:19lé,:andlfeorgeni2ed

i in 1934 . has a monopoly of the issue of bonde,-mortgages and other
securities on the property of third partiee.‘ The‘Mortgage Banh

‘-also has a.promotional function, in encouraging and facilitating

/ovnership. -
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ovwnership of bdth urban and rural homes.' It has been espec1ally
interested in aiding small- scale land ownershlp among farmers,
and Has undertaken to promote 1mm1gratlon and the development of
rural areas. | o | .

C. Exchange control

© The Uruguayan Government has exercmsed control over foremgn
exchange transactions since 1931. ThlS control however, has been
concerned’ prlmarlly w1th transactlons arlslng from the exportatlon
~and ‘importation of commodltles, w1th respect to whlch a system of
multiple rates has been establlshed. Uruguay 1s a member of the .
Interndtional Monetary Fund, but has not yet submltted a par value
for the Fund's concurrence. All exports and 1mports are 1lcensed
and there are three offlcial buylng and three offlclal selllng
-rates as well as ‘a "free market“ rate.ii”Essentlal" 1mports are'yw
¢ffeé¢ted at the rate of 1.9 pesos per dollar, and "non-essential"

l

1mports at the rate of 2.5 pesos per dollar. Payments on account
of income from forelgn 1nvestments, transfers of capltal and
other invisible items are effected through the free market,
currently at the rate of 3. l pesos per dollar.‘ Incomlng capltal
may be transferred at the free market rate. An exchange tax |
of one-half of one per cent is charged on exchange purchases and of
three-quarters of one’ per cent on exchange sales. 7

“Transfers -on account of forelgn 1nvestments are now, and for
the past several years have been, free from off1c1a1 control except

in respect of currencies of countrles w1th whlch Uruguay has

/entered
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entefed iht§ payments agreeﬁents._ LS noﬁad‘above, this contfol
affecfs primérily_countries of we:tern Lurope and does not affect
transférs to or froﬁ the United States. Eemittances arising'from_
inVestments involving the cﬁrrencies‘of the countries with which
Uruguay has payments agréements require thé priof approval of the
éentralBank;_The control in respect of such transactions.is aimed
primarily at controlling the éxcessive accumuiation of ﬁsoft”
Currencieé rather:than a% rationing scarce supplies of foreign
exdhange, as in the ﬁypical case of_exchange control over
remittances on account of capital.. In addition to the formal
controls mentioned there 1s also a ''gentlemen's agreementﬁ between
__Timécentrél Bank and the commercial banks, under which ﬁhe latter
undertake to évoid remitfancés on account of capital for speculative
of oth§rvquestiQnab1e purposes and to consult with the Central Bahk
béfore uncdertaking relatively 1argé transfers. -

D, Taxation

For tax purposes no distinction is‘made in Uruguayan law
between‘foreign and domestic nationals or enterprises. The
Ufﬁguayan:tax system is notahle for the absence of an income tax
of the type found in most countries. There is, hqwever, a tax
on business prqfits which is based on the‘réte of return on |
invested capital, For vurposes of this law taxable profits are
defined tb include all increases in the assets of the enterprise,
after deduction of operating costs and depreciation. The tax
 does not apply to profits of less than 12 per cent of invested

/capital
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capital and varles from 20 per cent on the amount of proflts in
excess of l2 per cent and below 15 per cent of 1nvested capltal to
50 per cent on the amount of proflts in excess of 40 per cent of
invested capital. The . tax applies only to profits attributable

to usiness operations conducted within Uruguay.

Other taxes in Uruguay are comparable in‘nature'to taxes in
most countrles, including a sales tax, real ‘estate tax, an
1nher1teece tax and social seculltv taxes. There is also a moderate
"husiness operatlons tax! appllcable to comuercial and 1ndustr1al |
enterprlses and to incomes from pr01e551onal act1v1t1eso'

The e:ecutlve author”tles may’ grant varlous pr1v1leges to |
newlv Fstabljshed manufacturlng enterprlses, 1nclud1ng exematlon
from certﬁ"n taxes for a spec1f1ed perlod Indeflnlte tax exemptlon
:15 enJCJed onl y bj 1ndependent governmontal agencles or by 50- called
mlxed enterprlses organized jolntly wrth governmental and prlvate '
capital. ” | |

E. Commerclal pollrv

Tne Uruguayan tarlff has been used both to produce revenue
and to protect domestlc industries from foreign competltlon° The
basis of the present tarlff is the Customs Law of 1888 which

established a general ad valorem rate of 31 per cent on all

inports except those specifically enunerated bubseouent
amendments of the Law of 1888 have tended to raise dutles on
articles simi lar to those manufactured in Uruguay and reduce those
on raw materlals aud machlnery needed by 1ndustry.' In October l93l

/the vasic
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the basic 1mnort duty was 1nore .sed from 3i'per'cent to L8 per cent
on 550 items oon51oered 51111ar to. domeotloelly—manufactureo goods.
In recent years 1mports of meohlnery and pcrt requlred by local
industry have been oompletely exem oted for a fixed perlod of years.

| 1nce 1931 the orotectlve effect of the tarlff has been 7
sunlemented by exchange controls and releted 1mport controls.f The
;nlncorporatlon of-e,system of multiple rates into. the exchange»control
system with-higner.seiiing rates'appliceble to‘nonsessential imports
has, in‘effect, accorded'a'deeree oflnrotection to suoh imports,

| It is reported that the 1noustr1es most depenoent upon tariff
.Iproteotlon at - present are electrlccl equlpment hardweﬂe, some
.:metal manufactures, cotton and 51lk weav1n and knlttlng, rubber
nufactures3 heavy ohenlcals and some types of paper.1 In view
”of the limited nature and extent of forelgn 1nvestment in
manufeoturlng phos far it would‘appear that tarlffnprotectlon has
lnot‘been suffioient to‘overoome,other factors affecting such
1nvestments in Urucuay

Fo .The Dnited States-Truguay Troety of 19h9

The :most important recent.expresSiOn of nolicy toward private
foreign investment by the Govermment of Uruguay is contained in a
"Treaty of Friendship,‘Commerc:e‘3 and Economic Development™

‘conoluded with the United States and signed on 23 November 1949.

1/ See George Uythe, Industry in Latin america (New York; 1949)
page 139.

/The treaty
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The treaty now awaits ratification by the legislatures of the two
countries. An.analysis of the‘sections of the treaty relating to

foreign investment is contéined in a report prepared by the

United Nations Secretariat entitled Survey of Policies ﬁffecting

Private Foreign_lnvestmenﬁ (document E/1614/Rev.l, 8 March 1950,

page 45-%9). In order to facilitate comparison of the main
_,features of the treaty nith the present policies of ﬁruguay,
. however, the substance of this analysis is presented beiow.

In addition to provisions referring explicirly to foreivn
1nvestments, the United States-Uruguay Treaty includes clauses
relating to the civil rights of nationals, to shlppln cnd to
various aspects of commercial’policy, the‘last being 31m11ar toy"
corresponding provisions of tne Havana Charter for ah'w“ -
International Trade Organizetion (IT0). The pr ov151one relatlng
tqyforeign”investnent, nonever, are more spe01f10 than those of
the Havana Charter and con ain Freater commltments on the part of
the capital-importing country with respect to the rlght of entry
and the scope of operatlons and the rights of foreign 1nvestors.
The most 1mportant clauses cover (l) feneral pr1n01ples governing
the operations of foreign capltal9 (2) entry, control and management
of foreign investments; (3) nationalization and expropriation; and
(L) fereign exchange reetrictions.

General wrinciples

. The basic principles governing the treatment of'foreign capital
are in many respects similar to article 11 of the Havena Charter.

/The capital-
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ihe capltal 1ﬁnort1ng country undertakes to "take no unreasonable
or dlucflmlnatery neasures that vould impasir the legally acqulred
rights or 1nterests" of the nationals and companies of the capital-
experting‘country, and not to deny opportunities and facilities

for investmente "without appropriate?reason”} With several -
e}teeptions9 the entry and operations of foreign investments are
gsoverned by the principle of '"mational™ treatment.i/ there such
tfeétment‘is not accorded, most-favoured-nation treatment is the
soverning principle.

Entry, control and manazement of foreign investments

Nationais and cempenies of the capital-exporting country are:
Eeeeorded nagtional treatment'in’respect of entry into commerce)
'maﬁufaéturing, nroceSsing, finance (other than deposit banking),

construction and’ 1ubllsh1ng.' In addition nationals and companies
of the cepltal exportlne country may 01 rganize subsidiary companies

under the laws of the capital-importing couniry in these industries

1/ "The following definition of '"mational" treatment is contained in
~the treaty: "The term 'national treatment' means treatment accord:
Within the territories.of a High Contracting Party upon terms no
less favourable than the treatment accorded therein, in like
~situations, to nationals, companies, products, vessels or other
.0bjects, as the case may be, of such Party."

2/ In the United States-Italian Treaty provisions for "mational™
treatment are, i1n most cases, paralleled by provisions for most-
favoured-nation treatment, implying that any special concession

~ granted to foreign investors from a third country more favourable
than national treatment shall be accorded to the other signatory .
In the United States-Uruguay Treaty, however, ‘the general rule 1s
'mational" treatment, with most-favoured-nation treatment as an

~alternative principle in only a relatively few cases,

/Jas well
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as well as in mining end have the right to control and nanaze such
enterprises‘and operate them on the basis of '"natlonal' treatment.
In these :industries the reguirement of a minimum percentage of
domestic ovmership 1is prohibitéd if such reguirement interferes
with efféctive control and managemeqt ofAthe enterprise. The

major sectors of the economy in which. entry of foreign capitel on
the same terms as national capital 1s not pfévided'by the treaty
are agriculture, public utilities, transportatidﬁ and.deposit banking.
As noted.above, entry ihto mining may be 1imi£ég’to iocally—
organized companies, but pafticipation by foreiéh‘capitél in such
companies is not limited, Foreignenterprises_are'ekplicitly
accorded the:right to employ technical_expeftsgﬁéXecutive personnal
and . other '"specialized employees" regardless_of nationality. These
prévisions put foreign-owned enterprise on the saﬁé fdoting as
enterprises owned by domestic nationals in praﬁiéally all important
aspects of ownership and operation.

Nationalization and expropriation

In the event of nationalization or other forms of expropriation,
foreign investors aie accorded no less than "national" treatment and
‘ it ié:provided in addition that "any expropriation shall be made in
écdofdancerwith the applicable lews, which shal;:at least assure
the_paymenﬁ of just compensaﬁion in a prompt, adequate, and
feffective manner”. These vrinciples apovly not only to enterprises
lihﬁyhich thefé is a majority fdreign interest but also to those
.witﬁ a ”subsféntial“ foreign interest,' While no definitions are

/included
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included of what . is to be conSidered:”just” Uprompt” ”adequate”
and "effective", Speclflc provisien-is. contelngd in a clcuue

relating to exchan:ze restrictions for favouraole treatment of

the transfer of amounts payable as compensation. for natlonallzed

or expropriated property. -

“Texation

et

Taxation of foreign investments is senerally gove:ned_by the
principles of 'mational" treatment. It is exnlicitly 1Iov:Laed that
no taxes shall be levied on forelgn enterprises eXcept ‘those
reasonably 2llocable to. oneratlons in the territory of the copltal-
importing country. The tax provisions are subject, however, to
the fighﬁ“of'%he?capitaleimporting4sountry:to.apcord preferential tax
treatment to national: and companies of foreign countriéé with
which' specisl agreements have been mede on:the basis of reciprocity
or throu-h treaties for the avoldance. of. double taxation. The

treaty itself do€s not deal with double taxation. . .

' BExchange “‘controil

The treaty establishes thé principle oﬁwﬁrgegqm frochqntrol

‘or remittances ‘arising from forelgn investizents - (1nclbd1n"
icombensatlon 1n the event. of expropriation). except 1n perloas of

‘”exchange strlngency“;'durlng-whlch~the cap;tal-lmporp}ngicpgntry

' may apply restrictions to-assure the availability of foreign

~exchanze for payments of goods and services "essential to the

‘health and welfare" of its-people.

In the event of an "exchange stringency" the treaty provides

/that the
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that .the capital-importing:country is under the obligation to

make reasonable and specific provision" for*ﬁfansfers'arising'from
 foreipn investments and to consult with the capital-exporting
country regarding these provisions. - If multiple rates of exdhangé
are in effect, the rate applied to transfers related to foreign
investments shall be "just and reasonable", and in any event shall
be based on the principles of koth "national" and most-favoured-
nation treatment. |

Other nrovisions

- Several exceptions to the general rulé of nbn4discriminatioh
are-conﬁained,in;the treaty., These “nclude the right to apply
. -measures regulating the production of military supplies, neasures
necessary to fulfill the country's obligations for maintenance or
restoration of international reace and security, or necessary to
protect its "essential security interests". An érbitration clause
provides that any dispute between the signatories as to the
interpretation or application of the treaty not satisfactorily -
adjusted by diplomacy or other pacific means shall be submitted
to the International Court of Justice.,

A compa:ison of the-treaty's provisions with”theVexiéting“léWS
and-régulations affecting foreign investmente in Uruguay as deséribed
above indicates that its ratification would not entail any substantial
chan-e in the existing legisletion and policies aflfecting United
States investments in Uruguay.



