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In 2015, Tabaré Vazquez
became President of
Uruguay for a second fime,
after having previously
served a term from 2005
to 2010. In this exclusive
interview with United World,
Mr. Vézquez speaks about
the country’s progress
since 2005 and how it has
remained resilient in the face
of external pressures. He
also discusses Uruguay’s
competitive advantages,

as well as the landmark
Uruguay v Philip Morris
court case, in which the
World Bank'’s International
Centre for Settlement of
Investment Disputes (ICSID)
ruled against the tobacco
company, which was
seeking compensation for
economic damages caused
by the nation’s antitobacco
measures

hat are the
main pri-
orities in
your Cabi-
net’s agen-
da for the next few years?
Let me first take you back to
2005, when the country was
struggling from a crisis situation
and urgently needed to make a
numberof structural changes. By
movingforward with tax, health-
care and educational system re-
forms, which were undoubtedly
successfulinmyhumble opinion,
we put Uruguay in a privileged
position within the region.

We were able to start a very
important phase of growth
to such an extent, that during
those five years from 2005 to
2010, we were always above the
region’s average growth. While
external conditions were similar
forallthe countriesin theregion,
Uruguay managed to overcome
the disadvantages, gain strength
and capitalize on thisstrengthto
achieve 7% to 8% GDP growth
for those years. Then came the
second administration of the
Frente Amplio (Broad Front, a
Uruguayan center-left coalition
of political parties), from 2010
to 2015, which made further
progress in these types of poli-
cies,and nowitisour turnin this
third administration.

International uncertainty is
exacerbated by the problems our
neighboring countries, such as
Argentinaor Brazilare facing; or
thesituationin Venezuela, which
is, oratleastwas, one of the main
buyers of some of our products;
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as well as China, nowadays our
main trading partner. However,
Uruguay gained strengthin spite
of these existing regional and
global disadvantages and never
went into recession. Uruguay
continued growing at a slower
pace—very modestly, but while
other countries in the region fell
into recession—some of them
quite severely.

We have set out strategic lines
that we will follow and I would
like to highlight onein particular:
Uruguay muststrongly, decisively
and rapidly open up to the world
andseek marketsforits products.
Uruguay isa net exporting coun-
try, basically a food exporter. We
export 90% of what we produce.

We have focused on recov-
ering and improving already
existing but weakened markets,
opening up new ones and seek-
ingabetter insertion of Uruguay
at international level through
trade agreements.

One of the things that Minis-
ter of Foreign Affairs Rodolfo
Nin Nova told us is that Uru-
guay produces significant
surpluses, which must be
necessarily sold abroad.
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Yes, but more specifically, in
Uruguay we also need to add
labor. Forexample, asregardsthe
wood sector, in which Uruguay
has strong foreign investments,
we also need to aim at expand-
ing the industrialization of the
raw material we produce, and
this is one of the challenges we
face. The Ministry of Economy
will surely provideamuchbetter
explanation.

(Minister of Economy, Danilo
Astori, speaks) We are working
on continued improvement of
quality and excellence of invest-
mentsand tradeasabasisforthe
country’s competitiveness, as in
order to be successful in foreign
markets you need to compete
and, naturally, the main pillar of
competition is innovation and
integration of technological
know-how. And Uruguay has
made great progress in its en-
tireeconomy, and particularlyin
the primary economy to which
knowledge and innovation are
gradually being added.

(President Vazquez contin-
ues) I would like to highlight
three of our strategic lines. The
first one is the comparative ad-
vantage Uruguay has, which is
its capacity for innovation and
promotion of scientificresearch.
Oneof the major reforms we in-
troduced during the firstadmin-
istration was the creation of the
National Agency for Research
and Innovation, and the support
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given to several organizations
that work towards that goal.
Uruguay is a strong exporter
of knowledge; in fact, we rank
amongthefirstcountriesin Latin
America exporting knowledge
and the U.S. is our main market
The second strategic line for
Uruguay to continue growing
hasbeen the design ofa National
Infrastructure Plan. During the
first administration we had de-
signed an Energy Strategic Plan,
and within a few years Uruguay
went from being an importer of
oil-based energy or depending
on the weather to currently be-
ing an energy exporter. We sell
energy to Argentina and we will
probablybesellingenergytoBra-
zilas well. This National Energy
Strategic Plan, which was very
successful, served as a model for
the development of the National
Infrastructure Strategic Plan.
The third line involves study-
ing the issues that not only affect
Uruguay but also many other
countriesasaresultofthe chang-
esinage or population pyramids.

What will be the amount of
the investment for this plan?
It will cost $12.5 billion. And this
has drawn worldwide attention.
Therefore, we will be travelingto
Chinabutalsoto Galiciain Spain
in order to present our Strategic
Plan to Spanish and European
investors at large, reinforced by
(Finnish forest industry firm)
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UPMsrecentannouncementto
install its second wood process-
ing plant witha $5billion invest-
ment. This will have a positive
impact on the country’s econ-
omy and on job opportunities.

How has the victory in your
lawsuit against Philip Mor-
ris been received by the
Uruguayan people and how
can it serve as a precedent
for other countries fighting
to stamp out tobacco use?
Uruguay has taken it with great
responsibility and very seri-
ously. Actually, we do not like
to talk about “victory” in rela-
tion with this subject, as there
were many lives lost along the
way and much suffering. But I
believe thatbeyond the factitself,
and the relationship of tobacco
use with the different types of
chronic diseases, there are two
substantial aspects to this dis-
pute. The first one is that the
righttolifeand theright tohealth
should prevail over commercial
rights. This may imply substan-
tial changes to investment pro-
tection treaties that will certainly
require the addition of a chapter
involving the protection of only
those investments which do not
affect or harm society’s health.
The other aspect which I do
not consider minor is the sov-
ereign right of citizens and their
governments to defend people’s
health from the interests of
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multinational companies, be-
cause this is what was at stake
in this lawsuit. If Philip Morris
had won this lawsuit, it would
have meant that it ruled over
Uruguay, but it was made very
clear thatthe Uruguayan people
rule over Uruguay and defend
the fundamental and principal
rights, namely, the right to life
and the right to health. This
lawsuit marks a historic land-
mark. The fear of multinational
tobacco companies has some-
what subsided.

The U.S. is one of Uruguay’s
importantbusiness partners.
What are the steps the two
countries should be taking to
improve and optimize their
cooperation?

We want to work on this rela-
tionship. For example, we have
meetings with the Council of
America where we meet U.S.
and Uruguay entrepreneursand
investors. We have been doing
this for 4 years. On the other
hand, we have the Uruguay-
US. Chamber of Commerce,
which also plays a key role in
this respect.

(Minister of Foreign Affairs,
Rodolfo Nin Novoa, speaks) We
truly have many shared values
that already bring us closer to
the US. Values endorsed by
Uruguay involving the right
to international respect and
legal certainty have resulted in
the US. becoming one of the
main players in foreign direct
investment in our country.
American companies trust us
and they establish branches in
Uruguay. The same happens
with trade, because trade be-
tween Uruguay and the US.
hasbeen growing steadily and is
based on the quality offered by
Uruguay. Uruguay is a country
that provides credibility. It is a
trustworthy country.

‘What will be the focus points
for the CELAC (Community
of Latin American and Carib-
bean States) Summitin 2017?
(President Vazquez continues):
Firstly, strengthening our rela-
tions with China, not only from
atradeperspective butalsofrom
acultural perspective. From the
commercial perspective we
need to determine whether, at
some point in time, we will be
able to sign a Free Trade Agree-
ment (FTA) with China, or at
least a state-of-the-art trade
agreement enabling us better
positioning to compete against
other countries whoalredy have
FTAswith Chinaand are strong
competitors. Wearereferring to
Australia and New Zealand. In
thisregard, we strongly desire to
beable toachieve ourgoal within
the shortest possible time.
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Plans are in motion to turn
the small Latin American
nation into a logistic hub
for the region. Meanwhile
the industrial base
continues to strengthen

and diversify
small  country
nestled between

South America’s
giants, one may
think that the
economic fate of Uruguay is in-
evitably linked to that of Argen-
tina and Brazil. But as its two big
neighborsstruggle, Uruguay sol-
diersonwithitsownnarrative of
discreet stability, legal certainty,
investor-friendlinessand macro-
economic discipline. The small
country has clearly differenti-
ated itself from its much bigger,
instability-prone neighbors with
sober policies that have enabled
it to escape almost unscathed
from the nearby turmoil.
Rodolfo Nin Novoa, the coun-
try’s Minister of Foreign Affairs,
is well aware of Uruguay’s repu-
tation for stability: “Here thereis
a lot of juridical certainty. This
is an intangible value that is es-
sential for us. Here contracts are
respected and there are no sur-
prises. And thisiswhatallows us
to be who we are in the region”
Investors undoubtedly love
the kind of stability that Mr. Nin
Novoa talks about, but peace of
mind is not enough if you are a
tiny nation encircled by colos-
suses. Now it is time to look
furtherahead and toidentify the
ways in which the country can
prosper in the midst of increas-
ingly fierce global competition.
The answer lies partially in
diversification. Uruguay has
traditionally thrived on its lucra-
tive agribusiness industry, which
accounts for around 80% of the
country’s exports (if we include
both the agricultural products
themselves and agriculture-
based manufactured items).
Being a primarily agricul-
tural country, manufacturing is
still lagging behind in Uruguay.
Furthermore, industrial activity
has been falling steadily for the
last few months. Putting the oil
refinery sector aside, industrial
activityinthefirsthalfofthis year
shrunk by 3.8% compared with
the same period in 2015.
However, a deeper analysis
reveals a more positive picture:
beyond the latest setbacks, the
country has made a consistent
effort to reinforce and diversify
its industrial base, especially
thanks to the cellulose indus-
try. The latter has multiplied its
production by 20 in the last few
years;itaccounted for 1%of Uru-
guay’s total industrial output in
2006,and hasrisen to 13% today.
While cellulose has been
the indisputable protagonist of
the country’s recent industrial
push, other manufacturing sec-

tors have flourished, including
non-alcoholicbeverages, bread-
based products, chemical sub-
stances, dairies and medicines.
All of them are gradually dis-
placing traditional Uruguayan
manufacturing industries such
as metallurgy and clothing.

Itis not the first time that the
country has undergone a major
industrial transformation. Back
inthe 1940s,a protected national
industry emerged to cater to in-
ternal demand; three decades
later, thesituation changed com-
pletely and the manufacturing
sector oriented itself to the in-
ternational marketsasaresultof
the signing of trade agreements
with neighbors.

The latter formula has pre-
vailed and, in today’s globalized
world, greater emphasis has
been given to those industries
that go beyond the country’s
borders, even if some sectors
like beverages and bread are
fundamentally bound for the
internal market.

Efficiencyalso mattersgreatly,
and those industries capable of
achievingeconomies of scaleare
also the most successful. An in-
teresting example ofamajor effi-
ciency-oriented internal reform
is that of the National Adminis-
tration of Fuels, Alcoholand Ce-
ment (ANCAP), a state-owned
multinational tasked with man-
aging and administering some
national monopolies and with
importing, refining and selling
petroleum-based products.

Last year ANCAP lost $198
millionand nowisbusyreducing
its expenditures. This process is
beingled by its President, Marta
Jara, who, despite the organiza-
tion’s difficulties, highlights the
wide acceptance of ANCAP
among her fellow citizens. “It
is clear that, for Uruguayans,
ANCAP is the country’s most
important company due to
its turnover, but also because
this company is an engine for
growth. ANCAP has the back-
ingof Uruguayans, who have ex-
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Uruguay looks to build a thriving
manufacturing base and regional logistics hub

pressed themselvesin plebiscites
infavor of ANCAP stayingin the
hands of the state” This popular
trust, however, could evaporate
if there is a perception that AN-
CAPisbeingmismanagedby the
authorities.

The national administration
is aware of the need to further
develop and diversify the coun-
try’s manufacturing base, and
has launched different support
schemes. The governments
industrial fund, for instance, is
allocating $30 million to differ-
entsmalland mediumindustrial
companies, especially to those
which are seen as most capable
of associating with other com-
paniesand those thatarelocated
in strategic industrial clusters.
Priority is given to cutting-edge
sectors such as biotechnology,
nanotechnology; electronicsand
software, but also to more tradi-
tional sectors like the chemical,
pharmaceutical, naval, automo-
tive and paper industries.

Alltheaforementionedefforts
are giving rise to a new indus-
trial reality which can make the
country more competitive and
lay the foundations for Uruguay’s
transition to a research-focused
and knowledge-based economy.
However, these new industries
are not labor-intensive and
therefore are failing to create
sufficient employment.

In the first semester of 2016,
employment in the Uruguayan
manufacturing industry fell by
7.3%, something that can easily
be blamed on a mismatch be-
tween the requirements of the
new industry and the profile
and preparedness of Uruguay’s
industrial workers, whose train-
ingand abilities are evolving ata
slower pace. This scenario is po-
tentially damaging,asanincreas-
ingly sophisticated manufactur-
ing sector could easily become
a scapegoat for transitory evils
that often occur during major
industrial transformations.

In sum, Uruguay’s industrial
revamp presents plenty of op-
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portunities along with some
threats that must be tackled well
in advance. However, the coun-
tryisenvisaging other sources of
future economic prosperity. A
lot of attention is going to the lo-
gistical business, a sector where
Uruguay has huge potential.

Aside from its strategic loca-
tion, its proximity to massive
exporters and favorable natural
conditions, the country hasale-
gal regime that is very advanta-
geous for companies wishing to
use the country’s ports to send
their produce across the world:
cargocanmovefreelyinside port
customs facilities without the
need to obtain special authori-
zations, and is exempted from
import duties.

In addition, the authorities
are undertaking major infra-
structure development proj-
ects to ensure that the country’s
ports increase their capacity
and are capable of handling an
increasing volume of cargo. Last
year the government called for
international tenders for the
construction of logistical infra-
structuresunderapublic-private
partnership regime.

Uruguay is also striving to be-
come a regional telecoms hub.
Antel, the country’s main opera-
torand the first Latin American
company to launch a commer-
cial4G/LTE network, hasalotto
dowith thisambitious endeavor.
Antel is working with global
leaders such as Google to build
a submarine cable connected
with the U.S. Around 80% of the
Internet contents consumed by
Uruguayans are expected to cir-
culate through the cable.

Until now, Uruguay has been
using cables ending in some
neighboring countries, because
itlacks one of its own. This proj-
ect, to be completed at the end
0f 2017, is meant to be a game-
changer. “It represents a new
degree of sovereignty, because
nowadays sovereignty depends
on being connected. It also rep-
resents freedom and indepen-

NESTOR GOMEZ ALCORTA,
President, Efice

dence from prices established
by other companies which can
limit the country’s development
inthisfield. Havingalot of capac-
ityatacostthatis decided by our
country gives us the chance to
develop more services without
depending on other companies
or countries, Antel President
Horacio Andrés Tolosaexplains.

Antel has also developed a
massive high-security data cen-
ter that is servicing other com-
panies. This reflects a growing
trend, as most companies, in-
stead of having their own data
centers, which are expansive
to maintain, rely on big-scale
facilities such as this one. This,
coupled with the cable, will
enable Uruguay to become a
regional telecoms hub, as many
international companies are ex-
pected to make the most ofboth
facilitiesand choose Uruguay as
the headquarters of their South
American business. In addition,
improved Internet facilities will
lend themselves greatly to na-
tional development, and could
help Uruguay reach 100% con-
nectivity by 2020, as Mr. Tolosa
expects.

Beyond the necessary in-
novative measures adopted by
Uruguayan companies, one
thing is clear: the world must be
their market. They cannot rely
solely on internal demand, nor
can they depend on a regional
market that is highly volatile.
Fortunately, Uruguayans have
been aware of that necessity for
a long time, and the country’s
exports do not entirely rely on
its immediate neighbors or on
Mercosur, South America’slarg-
est trading bloc.

“We are doing a great job in-
sideand outside Uruguayinhav-
ing access to markets without
tariff restrictions, because tariffs
costusalotof money. Mercosur
has ceased tobe Uruguay’s main
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MARTA JARA,
President, ANCAP

market, as less than 22% of our
exports go to Mercosur, says
Minister Nin Novoa.

Minister Nin Novoa is also
adamant that a small country
like Uruguay must not try to
compete in terms of quantity
in the international markets.
Instead, it needs to strive for
the maximum quality and com-
petitiveness. “We have some
competitiveness issues related
to the cost of producing each
unit, and that is something we
need toimprove, because there
are some grey areas there;’ the
Minister admits.

Some companies are already
implementing far-sighted cost-
saving process in their indus-
trial production as a means of
remaining competitive. An in-
teresting case is that of chemi-
cal group Efice, which is trans-
forming its productive system
and has launched new plant
called Omega that is capable of
tripling the company’s output
while drastically reducing elec-
tricity consumption.

This matters hugely not just
for the company but for the
country, as Efice is Uruguay’s
largest energy consumer. “The
Omega Project plant has a great
added valueforusbecause, once
theinvestmentis written off, the
cost of power generation will
be very low. During the first 10
years almost all energy billing
will go to repay the investment,
but after that we will see an 80%
reduction in our energy cost,
says its President, Néstor Go-
mez Alcorta.

Diversifying its industrial
base, implementing efficient
cost-saving models, looking for
foreign markets, investing in
innovation and maintaining its
reputation for macroeconomic
stability and investor-friendli-
ness will help Uruguayan in-
dustry reach new heights.

IS WITH THE FUTURE,

OUR
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meat products are renowned

inancial experts
have long been
bullish over the
state of Uruguay’s
economy, prais-
ing the nation for develop-
ing a strong institutional
framework that has helped
it weather external shocks.

Last year the World Bank
categorized Uruguay’s mac-
roeconomic policy as “pru-
dent,” though the global
finance overseer expressed
concerns over ‘relatively
high” debt and an export sys-
tem that is based largely on
connections to other coun-
tries in the region. With this
in mind, officials in Uruguay
have expressed a desire to
widen the reach of its agri-
culture industry outside of
its neighboring states.

“Uruguay is a country that
in 2005 produced food for 9
million people, and we were
a country of 3 million,” says
Uruguay’s Minister of Ag-
riculture Tabaré Aguerre.
“Today we produce food for
28 million people, and we are
still 3 million. My goal is to
produce food for 50 million
people in 15 years.

According to Mr. Aguerre,
55% of Uruguay’s industrial
output is made up of agro-
industries, along with 47%
of all industrial sector jobs.
The agriculture minister ex-
plained this relative leg-up
on the competition was due
in part to Uruguay’s place in
the world and a wide range of
recent changes in Uruguay’s
economy.

“In the same way that in-
vestment have increased,
the rate of exportation has
also increased from Uru-
guay. Uruguay tripled the
value of its exports, not in
volume, but rather in value.
We are a country that ex-
ports close to $10 billion
in goods and services, with
80% of those being goods.
And inside of that 80%,
78% of the exports are agri-
culture or livestock or agro-
industry,” Mr. Aguerre says.

“Uruguay has comparative
natural advantages, but be-
yond these, we have devel-
oped intelligent competitive
advantages by improving
genetics, the production
system, research [...] the na-
tional seed certification pro-
gram [or] the national quality
fertilizer program.

Originally made agricul-
ture minister in 2010, Mr.
Aguerre has made a career
as an agronomist research-
ing everything from rice
cultivation to cattle breeding
in Uruguay. He was recently
reappointed to the role in
2015 by Uruguayan Presi-
dent Tabaré Vazquez.

“That is how we are taking
advantage of the window of
opportunity that the decade

NIRIEA

Frigorifico San Jacinto

from 2005 to 2015 gave us.
(It has been] a time of great
structural transformation in
the world, particularly in the
world of food production”

Mr. Aguerre also highlight-
ed an accelerated process
of economic convergence
during that time period,
when “the growth rate for
developed countries [was]
less than the growth rate for
developing countries.”

Because of that, he said,
“the gap between the two is
continuing to close”

Executives in Uruguay
have also pointed to the agri-
cultural industry as a source
of advantages in the world of
business and economics.

“A few years ago, after
several attempts to identify
which would be the eco-
nomic sectors that would
push Uruguay to develop-
ment, it was reconfirmed
that the agro-industry was
an extremely important for
the economy of this country.
The sector is not seasonal,
gives activity the whole year
and also invigorates other
complementary sectors
such as transport, or retail,’
says Gaston Scayola, Vice
President of Frigorifico San
Jacinto NIREA S.A., a meat
producer and exporter lo-
cated in Montevideo.

“We have a great respon-
sibility in terms of employ-
mentand the sector is the an-
swer for most of the growth
in the last few years. Obvi-
ously other activities such as
the financial sector and tour-
ism are also key activities for
Uruguay, but our livelihood
is agriculture for the long-
term bet. In a world where
much food will be needed
over the coming years, this
area of South Americais des-
tined to produce more and
better”

Frigorifico San Jacinto has
billed itself as a producer of
high-quality beef products.
In September 2015, the com-
pany made its first shipment
of naturally produced Uru-
guayan beef certified by the
U.S. Department of Agricul-
ture as “Never Ever 3” grade.
This marking denotes that
the meat is free from antibi-
otics and growth hormones,
a fact which has reportedly
helped to consolidate Uru-
guay’s exports in a market
where demand for naturally
raised and processed meat is
growing steadily.

Mr. Scayola has also laud-
ed Uruguay as a hub of trace-
ability, a system whereby
animals are monitored via a
microchip attached to their
ear. These microchips tell
agricultural experts the dates
when the animals passed
inspection, the place they
came from and where they
are going.

URUGUAY

Food exports grow as agro-industry
continues to drive economy forward

The Minister of Agriculture wants to see the nation of 3
million people produce food for as many as 50 million in
the next 15 years. But as Uruguay continues to increase
the quantity of exports and reach new markets, it aims
to maintain the high quality for which its agricultural and

He explains that only a
country as small as Uruguay
could maintain such a close
eye on their cattle and adds
that his company has been
the recent benefactor of a
U.S. decision to allow ovine
meat on the bone to be ex-
ported from Uruguay.

“The United States enabled
us [to export] boneless meat a
few years ago and now [they]
have just approved the entry
of meat with bone, thanks to
the separation of sheep and
cattle in the fields,” he says.

“With regards to sheep,
we [have] 30% market share.
We are the leading company
and the one that has been
the most aggressive in de-
veloping new markets and
producing premium meat.
San Jacinto are the only U.S.
enabled sheep plant”

“It means a lot to get into
the United States. [We can]
enter the U.S. market and
fight with Australia, but
also, once the United States
approves the original mech-
anism theme compartment,
immediately there is a high
probability that Canada and
Mexico [will also start ac-
cepting our goods], and that
process can also open Eu-
rope. So we have many fronts
and the United States is the
first step of many.

Executives elsewhere in
Uruguay also highlighted a
need to make the nation a
more lucrative player in in-
ternational trade. Alvaro Sil-
berstein, General Manager of
Paycueros-Sadesa, a leather
exporter based Paysandu in
western Uruguay, says that
the country must specifi-
cally focus on agro-industry
productivity.

“We have always consid-
ered that Uruguay should
grow by relying on its export
sector,” Mr. Silberstein says.

Founded in 1948, Paycu-
was created with a “vision”
that would advance exporta-
tion. As a part Sadesa, one of
the leading group of tanners
in the world, the company
specialized in high-quality
leather production for some
of the “most prestigious”
companies around the globe.

Our Company is located in Uruguay, a country covered by excellent natural
pastures, crisscrossed by countless currents of crystalline water, where
growth hormones are prohibited by national law and antibiotics are not
allowed for the purpose of growth promotion. With a low population density
of about 50 people per square mile, there is enough land to raise cattle
grazing in open pastures year round (two animals per acre).

NIREA
VERDE

GRASS FED BEEF

Frigorifico San Jacinto - Nirea S.A. is one of the most important bovine meat
exporters and leader in the production of Premium Lamb cuts. Our company
has accomplished more than 50 years of commercial activity, always
committed to quality, customers, suppliers, society, and the environment.

WWWw.nirea.com

M. Silberstein explains the
factors behind the quality of
the hides the company uses.

“Meat companies operat-
ing in Uruguay are the larg-
est exporters. Many also
sell in the local market but
they are basically export-
ers. Therefore, they are very
technologically up to date.
That makes the extraction
of hides very precise — all
machining and no knife.
The hides are removed very
healthily and that is also
very important for us,” Mr.
Silberstein says.

“In addition, because of
the type of pasture we have
and the type of production
that is done, hides do not
suffer as much as in tropical
areas, where problems can
affect the value of the mate-
rial. That makes Uruguayan
and Argentinian hides a
sought after commodity in
the world”

Today the company boasts
offices on five continents
and a global export net-
work that spans from South
America to Asia.

“Our vocation is as an ex-
porter. In the case of hides,
Uruguay does not have a
market of significant con-
sumption, and therefore the
strategy is to add value to
domestic raw materials and
export them to the world.

“This new situation of
slower growth should be seen
as a new opportunity to re-
look at export markets, and
how to create the conditions
for growth based on those ex-
ports. We have the conditions
to do so because we have raw
materials that will continue
to be demanded around the
world, and the ability to con-
vert and add value that may
be appropriate for the coun-
try through exports.”
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TABARE AGUERRE,
Minister of Agriculture

However, others have
urged an element of caution
in Uruguay’s long-term ex-
port strategy. According to
a study by the Observatory
of Economic Complexity,
Uruguay’s annual exports
amount to more than $9
billion, with agro-industry
staples like bovine meat, rice
and soybeans being the larg-
estexportearners. The main
importers of these Uruguay-
an goods are neighboring
Brazil and Argentina, along
with the U.S. and China.

Industry insider William
Johnson says this depen-
dency on importing nations
makes keeping a wary eye on
economic activity outside of
Uruguay crucial.

Cereoll

ALVARO SILBERSTEIN,
General Manager, Paycueros-Sadesa

“Our goal is to eventually
get to a point where we are
not only exporting [materi-
al], but we want to add value
[too],” he adds.

“We are a services country
and we have to be tied a bit to
the forces that guide the world.

“When Argentina goes off
the rails, we have to look to
our side to Brazil. When Bra-
zil goes off the rails, we have to
look to our side to Argentina.
And when both are off the
rails, it's when we suffer big
problems. We can't export so
much and then let sales and
production fall. Because we
are such a small country it’s
difficult to compete in the rest
of the world without the sup-
port of Argentina and Brazil”

GO WITH THE GLOBAL GRAIN

Cereoil thoroughly understands both the local and international cereals
buyers and sellers, Uruguay's renowned distributor of agricultural grains and
other crops, it not only supplies and provides financing for agricultural inputs
at the beginning of each crop season, but also technical assistance during
plantation. And its greenfield project of an oil production facility further
demonstrates its long-term commitment to the potential in the industry.
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Gianclaudio Broggi, CEO of Mega Pharma

Mega Pharma inaugurates
the biggest pharmaceutical
plant in Uruguay with $110
million investment

he mostadvanced

pharmaceuti-

cal plant in Latin

America sits im-

pressively in the
Parque de las Ciencias Free
Trade Zone in Canelones, Uru-
guay. Constructed with an in-
vestment of over $110 million,
the plant takes up 22,000 square
meters and produces over 60
million units per year. It quali-
fies as an intelligent building
with its automation systems for
illumination and temperature
control. The constant balance
between natural and artificial
lighting makes the main plant
attractive for the visitors that
areallowed entry to observe the
production process. Visitors do

notinterfere with the operations,
providing a unique experience
that many facilities are not able
togive. Builtinaninnovativeand
expanding area, Mega Pharma
aimstoincrease their presencein
the international market as they
continue producingsolid, inject-
able and ophthalmic products.
One of the struggles for many
companies in the international
markets for pharmaceutical
drugs is the complication that
often arises from strict regula-
tion and the requirements set in
place by certification agencies.
Uruguay does not have a certifi-
cation agency that is recognized
worldwide. Gianclaudio Broggi,
CEO of Mega Pharma, explains,
“For us, we begin to really recog-
nize the health authorities in the
United States, Europeand others.
Doingthisshould give Uruguaya
jump to participate in markets of
regulatory high demand” There

Maldonado, a

Region aims fo attract visitors
year round with new projects
and facilities

(“

In the last five years we
have seen extraordi-
nary growth,” says Min-
ister of Tourism Liliam
Kechichian, when talk-
ing about the increase of visi-
torsto Uruguay. “Especially last
year when we had 5% growth.
And we expect to grow even
more this year. Our projecc-
tions are around 6.5% or so. You
cansee the potential of the sec-
tor when in two years we have
created more than 11,000 new
hotel rooms”

Tourism is a growing eco-
nomic sector that continues to
expand on a global level each
year. Tourism represented
9.5% of GDP globally in 2014
and 7% of the GDP in Uruguay.
“Last year we received more
than 3 million tourists. That’s
almost the same number of
peopleliving in Uruguay; says
Ms. Kechichian.

“Wehad 300,000 people visit-
ing from cruises that landed in
Uruguay and 220,000-230,000
that arrived for tourism along
the border of Brazil for things
like shopping;’ she says. Specific
incentives have been designed
to actively promote commer-
cialism, like the return of taxes
on tourism services. Marketing
campaigns havealsobeen putin
place in countries that are con-
sidered key clients in attracting
more visitors to the area. Uru-
guay offers traditional sun and

fun with the beautiful beaches
alongthe coast, but many people
have begun to discover the rural
areas that offer serene experi-
ences in nature.

There are experiences avail-
able for all levels of tourism and
have the luxury of not having
to travel too far for a change of
scenery. While Uruguay s proud
of the beaches it has to offer; the
Ministry of Tourism is focused
on making the country a place
for investors and businesses to
come for conferences as well.

“Uruguay has had 20 or 30
years of being associated with
the sunandbeach and Puntadel
Este which is without a doubt,
a flagship location and will con-
tinue to be a top level attraction
for tourists in Latin America.
But, we have decided that Uru-
guay will not just be about tour-
ismalongthe Atlantic coast, but
ratherall 19 categories of attrac-
tions that make up Uruguay”
Thisinitiative is highlighted with
the focus on the creation of new
infrastructure intended to host
guests for all kinds of events.

The Punta del Este Conven-
tion and Exhibition Center is
expected to be up and running
during the second half of 2016.
The facility offers the total pack-
age of services including the lat-
est and most modern audiovi-
sual equipment, simultaneous
translation, video conferencing
and more. A space is set aside
for networking and the facility
offers future and the ability to
set up scenes for large presenta-
tions including parking for up

URUGUAY
Transforming the health sector in Latin America

are, of course, countries with
high, middle and low regula-
tory requirements with many
like Chile, Bolivia, and Central
America allowing Uruguayan
products to enter without issue.
But to be competitive, Mega
Pharma must comply with more
rigid expectations. Mr. Broggi
says that the company is “already
incompliancewith processesand
documentation according to the
higheststandards”and that “if the
country scaled up to high regula-
tory requirements, we would be
ready tomorrow.”

Occasionally,  certification
agencies must come to physi-
cally evaluate the location of the
Mega Pharma Labs in Uruguay,
costing the company a hefty
fee just to receive approval. Mr.
Broggi explains, “First, you have
to ask for your visit so they can
come to the plant and later; each
visit costs $30,000. It's an added
cost” But these are just some of
the companies involved with
the larger production facilities
like Mega Pharma. Others with
less strict regulations make par-
ticipation in the global market
much easier.

Though some operating costs
are higher with large companies,
pharmaceuticals in  Uruguay
are among the cheapest priced
in the region, often competing
with products being imported
from China, India and Pakistan.
Over the last several years this
has started to become more of
a challenge due to the cheaper
production cost for which
countries like China are known.
General Manager at Labora-
tory Ion, Guillermo Ripol, states,

“Many times the packaging of a
Uruguayan product is more ex-
pensive than the whole finished
product that comes from China
or India” These competitors are
beginning to present a challenge
forthesmaller businesses, requir-
ingmoreinnovationiftheyareto
stayintheraceaslarge companies
take advantage of investments to
improve standards to meet regu-
lations for exports.

So, how does the growing
pharmaceutical industry in
Uruguay compete withimports?
According to Mr. Broggi, quality
is what will win out in the end.
He says, “How we differentiate
ourselves is by the quality of the
brand. What we make is a good
investmentbecause we put qual-
ity into the product and into the
way that we position the brand.
We dont sell generics” Mega
Pharma sells products that are
referred to as “bio-equivalents;
which are interchangeable
branded generics that have the
same potency; effectiveness, and
safety for the patient as other
similar drugs. Says Mr. Broggi,
“When you have a product like
that, which has a lot of return on
investment, thereisan interestin
this product and what you do is
try to position yourself in a way
that distinguishes you from oth-
ers” Of course, one of the most
important factors is pricing. He
says, “This is Latin America and
we try to arrive at a price that is
affordable”

Pharmaceuticals in Uruguay
are also being shipped interna-
tionally in the Mercosur and
Latin America with prices that
are, on average, half the cost of

productsin nearby countrieslike
Argentinaand Brazil. Because of
this, the pharmaceutical industry
boasts statistics like the $75 mil-
lion in exports in 2014. On top
ofthat, the industry also supplies
91% of the demand for pharma-
ceuticals within the country.

Thereare several other factors
that make Uruguay attractive
for pharmaceutical production.
This sector in particular has ex-
perienced dynamic growth over
the last decade, mostly due to
investments of over $134 mil-
lion made between 2010 and
2014 that focused on the devel-
opment of research centers and
newindustries. Uruguay hassev-
eral operating sites for regional
headquarters. Theservice centers
that are available coordinate the
needs of supply chains of subsid-
iaries in Brazil and the rest of the
Americas. The environment is
stable and provides the large fac-
tories that produce most of the
pharmaceutical exports with a
platform for quality production
ata competitive cost.

The advocacy for advances
in research and development
processes is based on the quality
of human resources and the de-
velopment of organizations like
the Pasteur Institute, anon-profit
foundation in Montevideo that
focuses on preventing infectious
diseases. The research and edu-
cational initiatives being carried
out there are part of an overall
movementtoadvanceawareness
and biological research within
Uruguay and attract global at-
tention.

Manufacturing services also
addtotheattractiveenvironment
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for pharmaceuticals in Uruguay.
With more than 30 production
plants equipped to meet the
needs and requirements of good
manufacturing practices world-
wide, production processes that
must be carried out in a sterile
environment can produce so-
phisticated end products like
molecular biology kits. Uruguay
is working towards expansion of
pharmaceutical salesgloballyand
isdoingsowith the continued in-
vestment in top-notch facilities
and qualitylocations thatareable
to meet high expectations.

In 2013, pharmaceuticals
manufactured for retail sale made
up 59% of exports for the sector,
followed by vaccines and antise-
rums. Over thelast twoyears, the
participation in the international
market has increased by a total
of 31% but still only represents
0.03% in the global market of
pharmaceuticals. Most exports
are destined for Latin America
and Mercosur, but the ability to
meet high regulatory require-
ments with new production fa-
cilities means that entering other
marketssuchasthe United States
or Europe couldbeapossibility in
the future.

As free trade zones where
facilities like the Parque de las
Ciencias focus onintegrating the
latest technology, companieslike
Mega Pharma continue to draw
international investors to the re-
gion. Mr. Broggi says, “I think our
company is a great commodity
to showcase for Uruguay. When
businesses arrive to Uruguay
with newopportunities, they will
be able to see that it is not just a
country of agriculture anymore.

lot more than sun and beach

to 600 vehicles. The benefits of
constructing a facility like the
stretch far beyond tourism and
into job creation for the nation.

General Director of the Con-
vention & Exhibition Center,
Arnaldo Nardone, remarked, “If
we begin with banquets for three
orfourthousand people, whichis
something that up until this mo-
ment could not be accommo-
dated in Uruguay, the people are
going to benefit from the waiters
allthewaytothefarmerswhocul-
tivate potatoes or asparagus. Mr.
Nardoneis the former president
of the International Congress
and Convention Association,
which is a global network that
specializes on experiences in
the meeting industry.

Mr. Nardone has said previ-
ously, “For Uruguay this will
be a before and after project
that should frame the future of
Punta del Este and Maldonado.
It's a project in which all of the
tourism operators and provid-
ers will have to work together
to position Uruguay as a place
for national, regional, and inter-
nationalevents” Thehopeisthat
other businesses in the tourism
industry like hotels and restau-
rants will use the convention
center as a tool for their benefit,
taking advantages of things like
their shuttle service and selling
space. The countryasawholeis
taking steps to have a more ac-
tive presence in the global com-
munity overall.

Mayor of Maldonado, En-
rique Antia says of the region
in general, “Uruguay is a small
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country, dependent on the re-
gion and it hasn't been able to
open itself up to the world yet.
We are trying to look for spaces
toopenourselves moreas politi-
calleaders and today an attitude
of open-mindedness like Chile
or Colombia have is helping to
present better options in the
markets”

Over the years Uruguay
has been affected by problems
from larger countries, making
it difficult to function indepen-
dently from their markets when
problems arise. As Mr. Antia
describes, “I remember a saying
fromeconomiststhatsaid, ifthere
was a flu in Brazil, it’s a cold for
Uruguay.Iftheresasneezein Ar-
gentina, it will lead to congestion
in Uruguay. Thats how depen-
dent we have been in the past”

But, change is on the rise as
people like Mr. Antia advocate
for a more economically suffi-
cient Uruguay. He says, “With
luck over theselast few years, we
have opened ourselves up more
and nowthereisa Mercosurthat
is changing. There are signs that
in three, four, and six months,
there will be a change on the
level on international relations
and that will allow me to look
very optimistically at the future”
The futureiswhatleadersare fo-
cused onand with construction
on projects like the Convention
& Exhibition Center, growth will
occur on a vertical level.

Today there are more than
100,000 people working in the
tourism sector and Liliam Ke-
chichian is working to ensure
that the industry continues to

(/ Sadesa

grow. “In these five years that
it has been up to us to govern,
we have putin place the theme
of quality as our fundamental
point of focus. When we talk
about the quality in tourism,
we know it has a lot to do with
our human resources. It’s still
an industry where machines
cant do the majority of the
work. The receptionist, the
tour guides and chauffeurs
do the truly important things
because they are the ones who
interact with the people”

With these steps and many
others in place, the tourism
sector in Uruguay is already
in motion to expand and culti-
vateanincreased international
presence as an attractive des-
tination for both leisure and
business.

Leather for leaders

Sadesa is one of the leading tanning
groups in the world, specializing in
high quality bovine leather for the most
demanding footwear, leather goods and
upholstery industries.

www.sadesa.com
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