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INTRODUCTION 

le role or fcLLM in 
International 

(a) Background 

After long and intensive technical studies and deliberations in the 
United Nations, the General Assembly approved on 24 October 19701 (the 
twenty-fifth anniversary of the founding of the organization] an action 
programme to speed up the economic and social progress of the developing 
countries. This was the International Development Strategy (IDS). 

At its fourteenth session (Santiago, Chile, April-May 1971], ECLA 
reviewed the significance and scope of the IDS in relation to the Latin 
American countries and adopted resolution 310 (XIV) which made recommendations 
to the Governments and to the secretariat on various basic aspects of the 
promotion, instrumentation and periodic appraisal of the Strategy and set 
up a Committee of High-Level Government Expertsg composed of representatives 
of the developing member countries of the Commission. The ECLA secretariat 
has convened the first meeting of this Committee for 26-28 February 1973 
so that it can consider the first regional appraisal as explained below, 
and has proposed this topic as the main item on the agenda of the 
fifteenth session of the Commission, to be held in Quito from 20-31 March 1973, 

(b) The system laid down for the review and appraisal 

In essence, the International Development Strategy is an agreement by 
Governments, drawn up at the highest political level of the United Nations 
on the action which should be carried out systematically in various fields 
during the present decade with the immediate aim of stepping up the 
economic and social progress of the developing countries,, It indicates 
the minimum targets and objectives to be attained, and the measures and 
policies which should be applied internationally and nationally. The 
objectives are described in detail, while the measures to be taken to 
achieve them are naturally dealt with in more conceptual terms, since it 
is considered that the definition of the national policies of the developing 
countries is the exclusive concern of their Governments. 

This action programme thus has two important features because (a] it 
is linked with the achievement of specific targets and objectives and (b] it 
establishes machinery for the review and periodic appraisal of the operation 
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of the Strategy in order to assess the progress made, to determine 
short comings in the process, and to identify the factors responsible for 
them. All this is directed towards the study and recommendation of new 
measures and policies as needed, (paragraph 79 of the International 
Development Strategy). 

Paragraphs 79 to 83 of the IDS lay down that these appraisals should 
be made at different levels and with the participation of the developing 
and the developed countries. 

At the national level, each developing country will make its own 
reviews and appraisals; at the regional level, the main responsibility 
will devolve upon the regional commissions of the United Nations, and 
at the sectoral and functional level the work will be carried out by 
UNCTAD, UNIDO. and the specialized agencies of the United Nations. Lastly, 
the General Assembly, through the Economic and Social Gouncil, will make 
the overall appraisal on the basis of the foregoing reviews and the 
comments and recommendations which the Committee for Development Planning 
may make. These appraisals will be made biennially, and the second will 
have the nature of a mid-period review. 

The secretariat has prepared the present report for consideration 
at this first biennial appraisal, and it will be presented at the first 
meeting of the Committee of Higf-wLevel Government Experts and later at 
the fifteenth session of the Commission. 

Both meetings provide the member Governments of ECLA with the 
opportunity to review in the context of the IDS, among other matters * 
which may be considered relevant, the following: 

(i) the progress made in the economic and social development of 
the region, especially during the last two years; 

(ii) the results of international economic, financial and technical 
co-operation in the light of the objectives, measures and 
policies laid down in the Strategy; 

(iii) the extent to which the decisions which the international community 
took in the resolution adopted by the General Assembly are being 
adopted and applied; 

(iv) the efficacy of these measures and policies, and 
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(v) the possible formulation of new proposals on international 
co-operation in the light of the experience accumulated and 
the conditions and prospects observed in the evolution of the 
problems of Latin American development and in the framework 
of international economy and trade. 

A regional appraisal study naturally calls for a very extensive 
compilation of statistical and technical information and analytical work 
on the various aspects of economic and social development evolution and 
policy, international trade, external financing and problems of science 
and technology, in each of the countries individually and for Latin 
America as a whole, . 

To prepare this document, the ECLA secretariat has made an exhaustive 
search of all the traditional sources of information. Direct contacts were 
established with the Governments of the member countries and quantitative 
and qualitative data were collected on national plans and policies and 
external aspects by means of a questionnaire specially designed for this 
purpose. Mention should be made here of the willing collaboration received 
from Governments and the value of the contribution which they made to 
this work. 

The secretariat has been especially concerned to secure maximum 
co-ordination of its work with that of other international regional bodies 
in order to avoid unnecessary duplication of activities. 

The questionnaire sent to Governments was designed taking into 
account the information also being requested by the United Nations Headquarterc 
Centre for Development Planning, Projections and Policies (CDPPP), so as 
to facilitate the subsequent exchange and co-ordination of concepts and 
methodological concepts and procedures. 

Considerable use has been made of the material available in the 
regional organizations - particularly the periodic appraisals made by 
CIAP - the 3DB, IBRD and UVF studies, and the various studies made by 
specialized agencies of the United Nations. 

/Within the 



Within the secretariat itself a great effort has also been made 
to organize the systematic compilation of the minimum basic information 
required,, This report will, have a special technical annex to include 
a group of tables giving the main statistical indicators used, data for 
the 1960's and each of the years of the two-year period 1970-1971, 
and the little statistical data available for 1972. 

In brief, the work done has shown up the serious shortcomings and 
limitations which exist as regards information and the obvious need to 
intensify efforts to secure co-ordination with other institutions, 
notwithstanding the real progress which has been achieved over the past 
few years» The progress to be made in studies of this kind will 
undoubtedly depend basically on the improvement of national statistical 
services and those of the international organizations, on the carrying out 
of analytical work .and the creation of mechanisms which will effectively 
ensure that better jnutual use is made of information, and on the 
research being carried out in the various regional and international 
organizations. 

(b) General aspects of the present document 

In nearly all its chapters, this document presents a summary or 
synthesis of the conclusions of the many analytical studies which have 
been made in the EC LA secretariatj a number of which will be published 
separately as they are completed during 1973. 

It should be stressed that it has not been possible to consider 
here all the topics dealt with by the IDS. Various circumstances have 
dictated these omissions: lack of information, inadequate knowledge or 
lack of adequate technical staff. Generally speaking, it was decided 
to concentrate on important topics where something useful could be 
contributed to the debate, avoiding aspects which were too well known 
or which did not justify the same attention as other IDS proposals because 
they were expressed in very general terms. 

The delay in the availability of statistical data has been a serious 
obstacle to the execution of this appraisal, and the situation for 1972, 
is distinctly critical. A short document on the economic development of 
Latin America in 1972 is being prepared for presentation at the fifteenth 
session of the Commission; it will contribute additional data on variations 
in production, external trade, the balance of payments and external financing. 
This will allow the evaluation.appearing in the present document to be 
supplemented in important aspects and will enable more definite conclusions 
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to be reached on the experience of the first two years of the Decade, 
This lack of recent data is particularly marked in the review and appraisal 
of the internal and external areas of the economy, since changes in 
situation and trends are slower in the social and demographic fields. 

The analysis of recent developments is generally presented in 
relation with the events of the last decade, especially during its 
latter years. It has been considered expedient to apply this procedure 
because it brings out the main features of the internal structural 
conditions characterizing the situation of the Latin American countries 
at the beginning of the. 19S08s and in the context of their own 
development. Future appraisals can concentrate more on the analysis 
of the actual period in which the IDS is in operation. These references 
to the past also help to form a sounder view of the significance 
and scope of recent, changes and the form and extent in which the 
conditions of Latin American .development improve, remain unchanged or 
deteriorate. 

In short, it may be considered that this document - despite the 
limitations which affect some of its'aspects because of the lack of 
data and of analytical studies - contributes a systematic set of data, 
analyses and conclusions which are of undoubted value for an appraisal 
of the general experience of the first two years of operation of the 
IDS, the economic and social process in Latin America, and the extent 
to which the proposals and policies of the Strategy have.been adopted 
and applied in the various areas of international co-operation: trade, 
shipping, other invisibles, external financing and regional integration. 

This first attempt at an appraisal has made possible the 
accurate identification of practical and technical aspects and problems 
which require solution. In this connexion, the first meeting of the 
Committee of High-Level Government Experts and the fifteenth session 
of the Commission will give the ECLA secretariat an opportunity to 
receive suggestions and recommendations from Governments for the 
improvements and orientation of its future work. 

/(c) The 
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(c) The content of the document 

It was decided that it would be appropriate to present this review 
and appraisal by major topics which in fact correspond to the main 
sections of the IDS document. This method was preferred because 
it provides an opportunity to arrive more easily - but without 
prejudice to the peculiarities and variations stemming from the marked 
heterogeneity of structure to be found in Latin America - at the 
conclusions of regional scope called for by the machinery wnich has 
been set up, and because it facilitates a more organic treatment of the 
subjects considered in the various paragraphs of the IDS. 

This document as a whole was planned in two parts! the first 
three chapters review the evolution and problems of social development, 
economic growth and the internal effort to make use of production 
resources, while the last four chapters deal with the main topics 
connected with the external relations of the region: the links with 
the main groupings or members of the industrialized and socialist countries, 
external trade, maritime transport, insurance and tcurism, external 
financing and regional integration. 

The following section sums up and condenses the content of each 
chapter, placing it in relation to the proposals of the IDS and 
underlining certain aspects which give an idea of the special nature 
of the topic under discussion and help to point to some significant 
conclusions, 

3. Human development and social chancre 
in Latin America (Chap, I) 

Paragraph IB of the IDS - which emphasizes the social aims of the 
development process and the functional relationships that should exist 
between economic growth and qualitative and structural changes in 
society - forms the basis for an examination of social development in 
Latin America in relation to the terms of the paragraph in question 
and those of the special section of the IDS on human development 
(paras. 65-72). 

The chapter begins by contrasting the fundamental ideas of the 
IDS with the actual situation in Latin America, and raises certain basic 
issues of particular importance for the appraisal. 

/It then 
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It then goes on to examine the main features of hunan development 
at the beginning of the 1970*s, noting that Latin America will continue 
to experience - and on an increasing scale - important processes that 
had been forecast earlier, particularly as regards population growth, 
the speed of urban concentration, the extreme inequality of income 
distribution, and the inability of the economic system to offer 
productive employment and proper living conditions to a large 
proportion of the population. As the characteristics and relative 
weight of each of these factors vary throughout the region, the 
examination is conducted and the general conclusions are drawn in 
respect of three groups of countries. 

As regards the social objectives established in the IDS, the first 
issue dealt with is the marked overall progress made in quantitative 
terms in education and, to a lesser extent, in health, health services 
and social security, contrasted with the markedly unequal distribution 
of such services between sectors, social groups and rural and urban 
areas, Mention is made of the growing cost and low level of efficiency 
of these services, pointing up the need for improving planning, revising 
priorities, and increasing popular participation. The second point 
tackled is the comparative lack of progress in the nutrition and in 
the supply and quality of housing. The salient aspects of these issues 
are examined in their relation to the limitations of production and 
the low level of family purchasing power resulting from the distribution 
of income and levels of remuneration and employment. The conclusion 
is drawn that large segments of the population are not able to satisfy 
their minimum needs for. housing. Mention is also made of the marked 
shortcomings that exist and the improvised solutions that are being 
adopted. 

The chapter ends with an examination of the situation as regards 
planning and the adoption of social policies and demonstrates that, although 
objectives for human development similar to thosa established in the 
IDS have won generally acceptance, in most cases there is a lack of 
specific policies and programmes aimed at correcting income distribution, 
eliminating extreme poverty, and providing human potential with a bigger 
role in the various aspects of development activities. In brief, it 
stresses the need to apply in Latin America in the immediate future the 
same unified approach sought by the IDS for diagnosing, planning and 
undertaking activities to promote development. 
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4, Economic growth (Chap. Xl) 

The International Development Strategy (paras. 13-15) establishes 
minimum average growth targets for the developing world in the 1970's• 
These targets relate to the total and per capita product, and agricultural 
and industrial production. The IDS also includes a number of proposals 
for the diversification of production and the development of productive 
sectors and the infrastructure (paras. 73-77)» 

The ECLA secretariat, in a document submitted to the Commission at 
its fourteenth session l/f examined the significance of these targets 
from the standpoint of Latin American development and indicated, among 
other matters relating to the structure of growth and its social 
implications, that it is necessary to set appreciably higher targets for 
the economic growth of the countries of the region, because of the urgent 
need to achieve certain objectives, including employment objectives 
reasonably quickly, and because of the potential for growth that exists 
in the region. 

This chapter examines in separate sections the trends of economic 
growth; savings, investment and consumption; the sectors of production; 
and economic growth in relation to the external sector. Unfortunately, 
for statistical reasons, the examination only goes up to the year 1971. 
The report on trends in 1972 will help to complete the diagnosis of overall 
growth for the first two years of the Second Development Decade. 

Before examining individual trends, the chapter notes that the 
pluralism and heterogeneity that characterize Latin America make it 
impossible to take one standard model as a point of reference for.the 
regional appraisal, There are, for example, differences in the patterns 
of development that countries have adopted - in some cases slight, but 
in others affecting the very roots of social organization - and there 
are also substantial imbalances as between countries, regions and sectors. 

In 1971, the overall growth rate of the product in Latin America as 
a whole exceeded the target set in the IDS, but only six of the countries 
considered met the target individually. Mention is also made of the 
difference in the impact of the figures in the light of the absolute level 

1/ See chapter I of the Economic Survey of Latin America. 1970 
(E/CN.12/868/Rev,l) (United Nations publication, Sales N° E.72.II.G.1), 
PP* 1 et seg. 
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of the product in each country. Thus, for example, the targe of 3.5 per 
cent growth set in the IDS for the per capita product would mean an 
addition of only 3 dollars per year for each Haitian but 35 dollars 
for each Argentinian. 

The chapter notes that domestic savings formation did not change 
much in the region as a whole, and that gross domestic investment was 
equivalent to 20 per cent of the product, with a significant increase 
in the share of public investment in the total. Consumption continued 
to grow at much the same rate as in previous periods, although in some 
of the countries considered there was a drop in the proportion spent on 
foodstuffs and a rise in spending on consumer durables and semi-durables. 

From the sectoral standpoint, thé chapter looks in detail at 
industry, agriculture and natural resources and energy. 

With respect to agricultural production, it is noted that in the 
second half of the 19603s the annual growth rate (3.5 per cent) was below 
the target set in the IDS (4 per cent). For 1971 there are some serious 
discrepancies in the data available. According to the value added figures 
from the national accounts, overall growth was ahout 4 per cent, but 
according to the FAO index the level of production remained unchanged, 
A more extensive inquiry is obviously called for in this respect. 
Apparent per capita consumption of agricultural products in 1971 improved 
owing to increases in imports but not in production, according to national 
accounts statistics. In some areas, however, there has been a significant 
rise in productivity with an increase in consumption of fertilizers and 
the use of agricultural machinery. 

The chapter ends with an examination of the relations between 
economic growth and the external sector, the conclusion in this respect 
being that in recent years there has been a change in the structural 
relations between the growth of the product and the expansion of the 
volume of exports and imports. 

/5. The 
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5. The internal effort to make use| of production 
resources (Chap. Ill) 

Several of the provisions of the International Development Strategy 
are based on the concept that economic and social progress is the common 
and shared responsibility of the entire international community 
(paragraph 10) and that the primary responsibility for the development of 
developing countries rests upon themselves, as stressed in the Charter of 
Algiers (paragraph 11). Two sets of proposals are therefore made? those 
relating to co-operation in trade, finance and international technology, 
and those refsrring .to the tasks for which the developing countries are 
responsible (paragraph 41)„ The Strategy further considers other aspects 
connected with administrative planning and organization (paragraph 78), 
institutional reform (various sections), and sovereignty over and 
utilization of natural resources (paragraph 74). 

This chapter, concentrates on all these internal aspects5 beginning 
with a review of the main changes and tendencies in the evolution of 
planning systems. In doing so, it draws attention to the differences in 
the progress made in each country, the real influence of planning 
mechanisms, and the extent of the field covered. With.some exceptions, 
recent data point to a strong tendency to give planning a new technico-
political slant emphasizing structural change and the social repercussions 
which ought to accompany the process, 

A second section highlights major transformations that have recently 
occurred at the institutional level. Although the nature and purpose of 
such measures vary from country to country, certain clear patterns do emerge« 
On the one hand, there is a desire to ensure domestic sovereignty or control 
over certain basic resources; moreover, definite progress has been made in 
the search for agreements and mechanisms capable of protecting exports 
of primary products in the international market. Another development is 
the increased extent and degree of internal organization of the public 
enterprise sector, known in certain countries as the "area of social 
ownership", 

Important advances have been registered in agrarian reform, but its 
evolution has also brought its share of problems. Two main approaches 
can be distinguished, one of a modernizing nature and the other committed 
to thoroughgoing changes in the system of ownership and social organization 
in the rural sector. Major changes have likewise taken place in the 
administrative and instrumental structure of economic policy, of which 
Brazil provides an outstanding example. 
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Finally, the chapter contains sections on the expansion and adjustment 
of the systems of financial intermediation and the evolution of the public 
sectors The main feature of the former is the reorganization of the 
financial systems and the growing importance of a variety of new agencies 
that are coming into being in order to meet unprecedented demands arising 
from recent development trends. The section on the public sector draws' 
attention to the continued expansion of public enterprise and corresponding 
changes in taxation, composition of investment and fiscal expenditure. The 
overall picture suggests a definite move towards the diversification of 
public activity which has expanded beyond the traditional areas of 
administration to take on new responsibilities and objectives, 

6„ latiflj&Qerigft .aftd ¿gt&j^jc&oji^ ê onQgû c jislafriong (Ch_apt-. 10) 

This chapter deals with the evolution of Latin America's relations 
with the United States, the European Economic Community (EEC)S Japan and 
the socialist countries. Emphasis is placed on trade flows and, to a 
lesser extent, on financial aspects which are treated from a global 
standpoint in a later chapter (Vl), 

The chapter begins with the series of changes that have been occurring 
in the system of international relations, the new political and economic 
structure that is taking shape in the world as a whole and among the 
industrialized countries in particular, the discriminatory preferential 
verticalization that is becoming increasing apparent in the EEC, the events 
of 1971 in the monetary field, and the agreements reached on the multilateral 
trade negotiations scheduled to begin in 1973, The solutions that are 
adopted with regard to the last two points, it is noted, will set the 
pattern of the new system of international relations, Consequently, a number 
of questions arise as to the role that the developing countries, and 
Latin America in particular, are to play in the system and the problems 
they face. 

The analysis of Latin American trade with the United States reveals 
that the annual growth rate of exports was fairly low during the 1960*s 
(3,5 per cent), while that of imports was somewhat higher (5,9 per cent). 
As a result, trade deficits were exceptionally high towards the end of the 
decade. The situation became still worse in 1970 and 1971, when the annual 
average deficit rase to over 1,300 million dollars. Although Latin American 
countries - through the Special Committee for Consultation and Negotiation 
of IA-EC0S0C - endeavoured to improve their access to the United States market 
during this period, nothing of any significance came of their efforts, owing to 
that country*s increasingly protectionist tendencies. These tendencies also 
explain why the United States is the only developed country not to have 
fulfilled its undertaking to introduce a general system of preferences, 
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The chapter then goes on to consider the negative effects, whether 
real or potential, of the enlargement of the EEC, Trade with the six-member 
Community during the 1960«s showed an annual growth rate of 6,2 per cent in 
exports and 5.8 per cent in imports; on the whole, therefore, Latin America's 
trade balance was positive. In 1971, hbwever, the region recorded its first 
trade deficit with the EEC, owing to the decline in value of its exports and 
a sharp increase in imports. The most serious problems stem from the 
Community's enlargement. The adoption of the common agricultural policy 
and the common external tariff by the new members will aggravate the marked 
world-wide trend towards protectionism and self-sufficiency. In addition 
to accentuating trade discrimination against Latin American and other 
developing countries, the considerable extension of the preferential trade 
arrangements through the system of association which is being offered to 
developing countries that used to trade primarily with Britain as part of 
the British Commonwealth introduces new sources of friction that will affect 
the unity and identity of interests of all Third World countries. Finally, 
the replacement of the preference shemes of the new members by the more 
limited EEC scheme will reduce even further the possibility for Latin American 
countries to promote their exports of manufactures, which will also suffer 
from the free trade in industrial products that has been established with 
other European countries, former members of EFTA, which did not join the EEC» 

The main features of the region's trade relations with Japan are the 
rapid annual growth rates - 13.4 per cent for exports and 12.8 per cent for 
imports - and the more or less balanced terms of trade, with a slight 
advantage for Latin America, In 1971, however, the region showed a substantia, 
deficit in this trade for the first time. The data so far available on 
Latin American exports to Japan which benefit from concessions under the 
Japanese general preference scheme are not very promising, owing to the fact 
that the quota system is very restrictive and that a large proportion of 
Latin America's exports are of primary products on which no concessions , 
were granted. 

The chapter concludes with an analysis of trade with the socialist 
countries. Exports of all Latin American countries except Cyiba increased 
annually by 3,2 per cent, while imports rose by 2,6 per cent, both« figures 
being fairly low compared with other areas. Latin American exports (again 
excluding Cuba) mostly originated from three or four countries of the region 
and their total fluctuated erratically. Imports have remained ,consistently 
below exports for a number of reasons, one of which is the lacjk of suitable 
arrangements to alleviate the excessive rigidity of the bilateral agreements. 
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7. Foreign trade, maritime transport^ insurance 
and tourism (Chap. V) 

The International Development Strategy deals in two special sections 
(paragraphs 21 to 38 and 53 to 55) with a detailed group of measures 
relating to the trade of developing countries (basic commodities and 
manufactures)f maritime transport, insurance and tourism, 

/ 

This chapter begins with a review of the evolution of total exports, 
by countries of the region, and a comparison of the growth rates attained 
in 1971 with those of the first and second half of the past decade. On 
the whole 1971 was an unfavourable year for exports because their current 
value rose by only a little over 3 per cent in Latin America as a whole; 
one of the lowest rates since 1961, World commodity prices are analysed 
with particular attention to the drop in prices recorded for many commodities 
in 1S71 on account of the uncertainty prevailing in the world markets' 
during the dollar crisis and the instability of the principal foreign 
currencies up to the end of that year, when an agreement was reached regarding 
the realignment of monetary parities. 

The growth target established in the IDS for exports from developing 
countries as a whole was not attained by the Latin American countries, 
which fell still farther short if the percentage increase in the current 
value of exports is adjusted in terms of their capacity to import. The 
inflationary trend in the industrial countries was partly responsible for 
this, since it caused a rise in the unit value of Latin American imports 
which resulted in a deterioration in the terms of trade - a deterioration 
which is even more marked if Venezuela is left out of the overall 
calculation. 

An examiantion of the measures agreed to in the IDS with regard to 
basic commodities shows that, generally speaking, there-really is little 
that can be pointed to as an advance or evidence of progress in its 
implementation. In the field of trade liberalization, for example no 
important developments were recorded, while the policy of international 
commodity agreements is meeting with the opposition of some developed 
countries and dissatisfaction is being shown by some of the developing 
countries participating in such agreements. Nevertheless, after 16 years of 
effort, the negotiation of the first international cocoa agreement was 
finally successfully concluded. 
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Pricing policy for commodities has not been transalated into specific 
action for improving export prices. Lastly, in realtion to most of these 
measures, there is doubt as to whether the decision to embark on new 
multilateral trade negotiations will not mean that all action in favour 
of developing countries will once again be postponed while the major 
industrial countries come to an agreement concerning what and how they 
are going to negotiate. 

The chapter then goes on to deal with the recent evolution of 
exports of manufactures, and it is pointed out that, despite the high 
growth rate recorded) in the last few years, the importance of such 
exports in absolute terms is still not impressive, although in some 
countries it is fairly significant. Attention is drawn to the limitations 
of the general systems of preferences,- but it is noted that no data are 
available on how they are being implemented, except for seme partial 
figures for Japan which have already been referred to. 

As regards maritime transport, it is considered that the IDS 
provisions do not seem to have been sufficiently elaborated, at least 
as regards the interests of the Latin American countries. The greatest 
concern of these countries lies in the need to increase their participation 
in the transport of their own foreign trade, which would serve, among 
other objectives, to "lessen the impact of outflows under the head of 
freight rates on their balances of payments. At the same time, however, 
a rapid process of technological change is taking place in maritime 
transport which makes the prospects and competitive conditions of the 
Latin'American countries somewhat more difficult. 

The last part of the chapter deals with insurance and tourism. As 
regards the former, it is noted that there is no clear idea of how to 
reconcile different objectives - the expansion of the domestic insurance 
market, greater participation of national enterprises, a reduction in 
the new outflow of foreign exchange - and attention is drawn to the fact 
that the possibilities of regional action in this field have only recently 
begun to be explored. 

Tourist flows in the northern Latin American countries and the 
Caribbean are compared with those in the South American countries, and 
it is pointed out that the latter are not gaining full advantage from 
the world boom in this new industry. 
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8. External financing (Chap. VI) 

The IDS (paragraphs 42 to 52) lays down in precise terms in some 
cases and in more general terms in others, the main guiding principles 
which should govern the co-operation and financial relations between the 
developed countries and the Third World. Although these provisions are' 
applicable to all the developing countries, an attempt is made here to 
analyse the subject in relation to the development and situation of 
Latin America. 

First, the volume and terms of flows of financial resources to the 
developing countries (paragraphs 42 to 47 and 49 of the IDS) are examined, 
and it is clearly shown, inter alia, that the limitations as regards flows 
of official assistance from the developed countries have had a particularly 
serious impact on Latin America. As a result, Latin America has been 
compelled to resort increasingly to borrowing from private sources, which 
has led to a rapid worsening of the average terms on which new external 
resources can be obtained. 

Secondly, some special aspects of development financing are analysed, 
in particular the machinery for supplementary financing and the establishment 
of the "link", both of which are dealt with in paragraphs 51 and 52 of the 
IDS. The progress made towards the realization of both these objectives 
has been relatively slow and insufficient, in spite of the Group of 77's 
prolonged efforts to negotiate on these matters and the support given 
by a few industrialized countries. For the Latin American countries, which 
have been subject to frequent and significant fluctuations in their exports 
and have also received only a meagre flow of foreign loans on relatively 
soft terms, it is a matter of urgency to bring these two mechanisms into 
operation. 

The next question analysed is the external debt (paragraph 48 of the 
IDS), a problem which has been aggravated and become more widespread 
in Latin America, particularly as a result of the above-mentioned 
deterioration in the basic conditions of external financing. It is noted 
at the same time that there has been little improvement in thp developed 
countries1 policies in the direction of solving this problem: for example, 
whenever renegotiations have been necessary they have been primarly of a 
business character. 

Lastly, attention is given to foreign private investment and its 
relation to development, which is the subject of paragraph 50 of the IDS, 
and it is observed that it is significant that the countries of the 
Third World, particularly in Latin America, have started to define, more 
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precisely than in the past, principles and rules governing the terms on 
which foreign investment can be made, so that this can provide a better 
contribution to their development, 

9, Regional Integration (Chap, VII) 

In paragraphs 39 and 40, which relate to trade expansion, economic 
co-operaticn and regional integration among;developing countries the IDS 
states that these countries will continue their efforts to negotiate and 
put into effect schemes for regional and sub-regional integration or 
measures of trade expansion among themselves. 

This chapter reviews the development of the various integration 
processes in Latin America, analysing the progress achieved, their main 
prospects, and the problem they have been facing, Befbre making a 
separate study of each of the four regional integration movements - LAFTA, 
the Andean Agreement, the Central /taerican Common Market and the 
Caribbean Free Trade Association (CARIFTA) - some considerations are 
raised regarding the method of evaluating these processes. One possibility 
considered is to examine the progress made in implementing the integration 
commitments contracted by the various countries; another is to analyse 
the impact of integration itself on the economies and the development of 
the participating countries. A synthesized picture is also presented of 
recent trends and prospects on the basis of these considerations. 

As regards LAFTA, the first point which is noted is that trade 
liberalization — which was considered the most important aspect at the 
beginning of the 1960*s - yielded its place to complementarity agreements. 
The significance of these agreements lies not so much in their impact 
on total intra-area trade as in the effect they have had in increasing 
trade in the products of some industries of particular importance for the 
development of the member countries, especially the'metal manufactures, 
machinery and chemical, industries. The existing drawbacks of these 
agreements may be ascribed to the fact that they were concluded in respect 
of a limited number of sectors and goods and, particularly, that they relate 
almost exclusively to goods which were already being produced, instead of 
covering important new investment and production activities. 

In addition, it is pointed out that intra-regional trade balances 
have been favourable or stabilized for the largest countries, while 
several of the medium-sized relatively less advanced countries have 
systematically shown deficits in their intra-area trade* The largest 
countries have also participated much more actively in complementarity 
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agreements than the rest. This shows that it is clearly possible for 
countries at differing stages of industrial development to take advantage 
both of trade liberalization and of complementarity agreements. 

This section of the chapter brings out the importance of the 
decisions that may be taken in 1973 in order to overcome the lack of 
momentum of the LAFTA integration process and to orient it towards a 
substantial improvemnt in national and regional development. 

With respect to the Andean Group, the progress made in trade 
liberalization is considered. The questions examined include the first 
agreement on industrial programming to be approved, which covers a highly 
important group of industries in the metal manufactures and machinery 
field producing capital goods and some consumer goods, the statute on 
foreign capital, and the decision relating to multinational enterprises 
in the sub-region. These enterprises are of particular interest as an 
experiment at orienting the participation of foreign investment in an 
integrated development process. In a different connexion, special attention 
is drawn to the case of Bolivia and Ecuador, and to the Andean Group's 
concern regarding the problem of achieving a balance between countries 
as regards development. The studies on a strategy for combined development 
and integration which are being carried out by the Board of the 
Cartagena Agreement are described and analysed. 

In the case of Central America, it is shown that in some important 
sectors of industry Central American trade already absorbs a substantial 
proportion of production. This trade is largely responsible for the 
development of these sectors and for thé degree of import substitution 
achieved since the establishment of the Common Market, Consideration 
is given to the problems hindering this process, which lie mainly in the 
crisis that has affected it. Those problems include the difficulty of 
achieving in the last few years a balance between countries, inadequate 
programming of the integration process, the lack of evaluation machinery 
to foresee problems before they reach a critical stage and aspects of the 
policies of some countries which prevent them from taking advantage of the 
integrated market. Reference is also made to the establishment of the 
Normalization Committee which is responsible for guiding the action designed 
to restructure the bases for trade between the countries of the region. 

The questions examined with regard to CARIFTA include the process of 
automatic liberalization of intra-area trade; the problem of the least 
developed countries ; the target of the adoption in 1973 of measures which 
will convert the Association into a common market, and the efforts being 
made to harmonize the policies of the member countries. The relationship 
between CARIFTA and the enlarged European Economic Community is also 
discussed, 
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Part One 

Chapter I 

HUMAN DEVELOPMENT AND SOCIAL CHANGE IN LATIN AMERICA 

1. The soci al_ challenge of the International Development Strategy 
and thei realities of the Latin American development process 

The Internagional Development Strategy defines the basic objective of 
development in the following wordsi 

"As the ultimate purpose of development is to provide increasing 
opportunities to all people for a better life, it is essential 
to bring about a more equitable distribution of income and 
wealth for promoting both social justice and efficiency of 
production, to raise substantially the level of employment, 
to achieve a greater degree of income security, to expand and 
improve facilities for education, health, nutrition, housing 
and social welfare, and to safeguard the environment. Thus, 
qualitative and structural changes in the society must go hand 
in hand with rapid economic growth, and existing disparities 
- regional, sectoral and social - should be substantially 
reduced. These objectives are both determining factors and 
end-results of . development; they should therefore be viewed 
as integrated parts of the same dynamic process, and would 
require-a unified approach", (International Development 
Strategy, paragraph 18), 

The Strategy then proceeds to derive from this bold proposition a 
series of more detailed objectives and policy.recommendations, necessarily 
expressed in non-quantitative terms of "improvement", under the heading of 
"Human Development", In view of the emphasis on a "unified approach" 
it is clear that any appraisal of directions of change in social structures, 
levels of living acces to public services and other aspects of the styles 
of development prevailing in Latin America at the beginning of the 1970*s ' 
should try to combine several viewpoints: 

First, from the viewpoint of human welfare and social justice; 
Are the increases in per capita- production observed' in most countries of 
the region being translated into rising levels of living? Are the 
phenomena of extreme poverty and economic and social voicelessness of 
wide strata of the population being alleviated or reduced in scale? 
Is distribution of incomes and wealth becoming more or less uneven? 
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Second, from the viewpoint of the capacity of different population 
strata to function as "human resources" for development: Are the constraints 
on production and societal participation deriving from undernourishment, 
disease, illiteracy and the traits of marginality and insecurity becoming 
more or less severe? Are the culturally and psychologically determined 
attitudes of the various social classes towards work, consumption, 
innovation, scientific reasoning and co-operative effort changing in 
directions favourable to development? Are unemployment, underemployment, 
and other forrns of faulty utilization of human resources growing or 
declining in importance? 

Third, from the viewpoint of the ability of the national societies 
to continue functioning and "developing" without breakdown or violent 
transformation: Are existing power structures compatible with the kind 
of development envisaged in the Strategyi Are the expectations, demands, 
and capacities to exert organized pressure of the différent classes and 
interest-groups becoming more or less reconcilable within a coherent 
development strategy? Are there important elements in the societies 
whose interests or possibilities of survival are radically incompatible 
with existing styles of development, or with styles corresponding to 
the objectives of the International Development Strategy? If'so, are such 
elements growing or declining in importance, and what changes are taking 
place in their composition and demands on the societies? 

Fourth, from the viewpoint of the capacity of the State, representing 
the interests of the society as a whole, to formulate and apply coherent 
policies directed toward "human development": To what extent have the 
propositions of the International Development Strategy been paralleled in 
national policy declarations? To what extent do the resource allocations, 
programmes, services, and legal provisions undertaken in the name of 
development and.human welfare correspond to the declared purposes of the 
State? To what extent do these activities mutually support or contradict 
each other? Are they reaching higher proportions of the population than 
formerly? What is their real meaning for the lives of the groups they 
reach? 

Attempts at broad socially-oriented evaluations of development 
(or underdevelopment) in Latin America are not new l/. Throughout the 
past decade and earlier a formidable mass of documentation has presented 

1J See, in particular, Soci^ Chan^ and̂  Social Development Policy in 
Latin AmericafUnited Nations Publication, Sales no.: E.7Q.II.G.3); 
the chapters on Latin America in succesive United Nations Reports on 
World Social Situation; and the annual reports on Socio-economic 
Progress in Latin America of the Inter-American Development Bank. 
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disquieting answers to questions such as the above. Warnings and 
denunciations have predominated. Spokesmen of different disciplines 
and ideological positions have concentrated their attention on the rate of 
population increase; on the concentrated pattern of urbanization; on the 
highly uneven distribution of incomes, wealth and power; on educational, 
physical and psychological traits of the labour force; on systems of values; 
on the consequences of dependence on the world centres; and on various 
other factors. Although presented in many different variations, the only 
alternatives posed have been societal transformation or total breakdown. 
The existing patterns of economic, social and demographic change and growth 
have been repeatedly appraised as neither viable nor acceptable over the 
long term, but there has been no progress towards consensus cn the factors 
that require priority attention, on the feasibility of planned orderly 
reforms as against revolutionary change, or on suitable tactics for either 
of these strategic orientations. In fact, various quite different solutions 
are taking shape. 

If one compares the situation in the early 1970*3 with the diagnoses 
and predictions made earlier, a few general conclusions seem justified: 

First, certain phenomena and directions of change that have been 
visible and predictable in overall terms for at least two decades have 
persisted and grown enormously in scale. This includes phenomena that 
deserve a positive evaluation on balance (e.g., growth of education), 
ambivalent phenomena (concentrated urban growth) and undoubtedly negative 
factors (extremely uneven income distribution). 

Second, the proportions of the national populations feeling the 
impact of societal change and uneven economic growth have expanded to 
include practically the totality. Traditional ways of earning a living 
are rapidly becoming impracticable. While important parts of most national 
populations have presumably gained from the change processes, others are 
victims of change rather than agents of beneficiaries of it. The available 
indicators of imployment, levels of living, and coverage of services confirm 
that groups increasing in absolute numbers are excluded or virtually 
excluded from the benefits of change. 

Third, while the relative importance of different phenomena has changed 
and important qualitative shifts are demonstrable, the enormous quantitative 
changes have not given rise to generalized qualitative changes of equivalent 
importance. Such changes - while remaining quite possible in each specific 
national society - do not seem any more imminent or inevitable than two 
decades ago. In other words, most of the national societies have shown 
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a remarkable degree of resilience and stability underlying continual surface 
instability and the continual growth of phenomena that might be expected 
to make their viability more precarious. In particular, concentrated urban 
growth and the associated growth of underemployed "marginal" population 
groups have not had catalytic or catastrophic consequences to anything 
like the extent previously predicted. 

Fourth, it remains as difficult as ever to derive sound generalizations 
on recent changes in social structures, levels of living, participation and 
distribution from available data. Information on population characteristics, 
income distribution, employment, and coverage of public services is 
sufficient to draw thè boundaries of broad problem areas and indicate 
medium-term trends, but major areas of uncertainty persist as to the real 
situations of different population groups and the ways in which these 
groups participate in change. The time lag in availability of most social 
statistics is relatively great: data for years more recent than 1969 or 
1S70 are scarce, and only a few countries have as yet published full data 
from the 1970 round of censuses. The lack of very recent data is not so 
important as it would be in economic analysis, since the social and 
demographic phenomena change relatively slowly, within structures that 
permit satisfactory medium-term projections once accurate historical series 
are available, although such projections should not, as often happens, 
be treated as if they represent independent new information. A more serious 
deficiency that in may areas important to social analysis and policy the 
only available quantitative data are of limited value in that tiney either 
refer to a few countries or a few localities whose representativeness can 
only be guessed at, or they are based on studies made in the 1950*s or 
early ISSO's, or they consist of national aggregates that throw no light 
on internal distribution. Moreover, a close look at the sources of most 
social indicators and at their internal anomalies leaves the impression that 
they serve mainly to support conclusions that would seem plausible even 
without them. When they reveal something unexpected with regard to trends, 
internal distribution, or international comparisons, it is usually an open 
question whether this reflects an undoubted reality or simply incompleteness 
and lack of comparability in the statistics. 

A true appraisal of the progress made during the 1970*s toward the 
objectives of the International Development Strategy relating to "qualitative 
and structural changes in the society" and to substantial reduction of 
"existing disparities" cannot yet be made. Previous surveys suggest that 
formulations falling back on a "growing awareness" of the needs for action, 
should be used sparingly: awareness, as represented in public declarations, 
have been conspicuous for some time. The most that can be done within the 
scope of the present chapter is to review the salient features of change in 
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the Latin American countries and the evidence bearing on recent changes and 
new policy approaches, while attempting to relate these features, in their 
differing combinations, to the range of national situations or styles of 
development found in the region 2/. 

2. Salient^ features. _of̂  human jdexrelopmenjb in̂  Latin America 
at the beginning of the 1970*3 —-ir——f̂n-ir-yTiB »1 f7*n-iT~ir ii i •~»-ir r—m*trT»T~> 

(a) Population j^pwth_ and_ its ̂concomitajTts 

Because of the progress made in demographic research, the possibility 
of checking different kinds of data against each other for consistency and 
the improbability of very rapid shifts in the major determinants, 
generalizations concerning population traits and directions of change during 
the 1970*5 can be made with more confidence than those concerning most of 
the other areas which are of interest in the appraisal of the progress made 
towards the objectives of the International Development Strategy, Table 1 
sums up the main features. 

For Latin America as a whole the rate of population increase rose 
slightly during the 1960's and is now a little over 2,9 per cent. The rate 
has probably reached its peak, will remain steady for a few more years, 
and should begin to decline around the end of the 1970's, In absolute terms, 
the rate meant an increase of 50 million people during the 1950*s and 
69 million during the 1960's, and will mean an increase of more than 
90 million during the 1970*s, giving a regional population of 210 million 
in I960, 279 million in 1970, and 372 million in 1980, 

The regional figures conceal quite different trends in the individual 
countries, depending on the behavious of their fertility and mortality rates 
(international migration is now of negligible importance as a contributor 
to population increase in Latin America), In practically all countries 
fertility rates are declining to some extent, but in some the declines are 
quite striking while in others they are too slight to indicate any significant 
trend. For the region as a whole, the birth rate declined from 40 per 1,000 
population in 1960 to about 38 per 1,000 in 1970, In most countries, 
mortality rates are also declining: the regional crude death rate fell 

This chapter draws upon a series of studies of different aspects of human 
development carried out by the ECLA secretariat during 1972, Some of 
these studies will be revised and published during 1973; all of them 
are expected to serve as a basis for further research leading to a more 
systematic appraisal of human development for the second International 
Development Strategy appraisal, 
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Tab!« 1 

LàTIN AMSÜCAl DEMDGBAPHÌC INDICATORS 1900-1970 

Country 
Total population 

Density 

Annual 
average 
growth 
rate 

1960-1970 

Birth rato Death rate 
Life expectancy 

at birth 
Percentage of 

urban population V Country 

I960 1970 1980 

Density 

Annual 
average 
growth 
rate 

1960-1970 i960 1970 i960 1970 I96OJ.965 1965-1970 i960 1970 

Argentina 20 850 24 352 28 218 8.7 1.57 23.3 22.9 6,7 7,7 66.0 68,2 57.3 66,8 

Bolivia 3 696 »f 658 6 006 4.2 2.35 44.0 43.8 21,0 19.2 43.8 45.5 22.0 23.3 
Brazil 7o 327 93 245 124 000 10.9 2.87 39.8 37,3 9.5 8.5 58.2 61.3 29.1 39.3 
Coloni) la 15 877 22 160 31 366 19.5 3.39 45.0 44.0 12.1 3.9 56.3 57.9 30.0 43.0 
Chile 7 683 9 7l7 11 461 12.8 2.38 38.3 27,4 13.8 7.8 58,5 61.4 50.0 57.0 
Ecuador 4 323 6 028 8 44o 21.3 3.38 46.0 45,0 13.7 10,9 54.3 57.7 25.5 32,9 
Paraguay 1 74o 2 419 3 456 5.9 3.35 45.0 45,0 15.5 9.7 57.3 60.7 16,6 20.9 
Peru 10 024 13 586 18 527 10.5 3.09 43.0 41,0 14.5 9.6 54,0 58,0 26.0 32,5 
Uruguay 2 542 2 889 3 251 15.5 1.29 22,0 21,1 8.1 9.0 67.9 69.4 56,5 70,1 
Venezuela 7 m 10 755 14 979 11.8 3.34 43.4 40,6 7,5 8,0 61.0 64.1 42,4 56.4 
Costa Rica 1 249 1 736 2 281 34.2 3.35 48.0 34.5 9.1 5.3 63,4 66,4 22,3 32,3 
El Salvador 2 512 3 44l 904 160.8 3*20 47.6 46.7 19.5 12.3 50,9 55.4 17.0 19.5 
Guatemala 3 965 5 282 7 018 48.5 2.91 47.6 42,5 18.8 13.7 48,7 51.9 12,7 17.7 
Honduras 1 8*9 2 583 3 661 23.1 3.40 46.7 48,3 15.5 15.3 46,8 48,4 11,0 15.4 
Nicaragua 1 501 2 021 2 818 15.6 3.02 47.0 46.4 16.5 15.2 61,4 63.3 18,8 24.6 
Panama 1 021 1 4o6 1 938 18.6 3.25 42,1 39.8 11.1 7.2 45.4 50.2 34,9 39.5 
Mexico 36 046 50 718 71 387 25.7 3.48 45.0 44,0 11.8 9.0 60,2 62,8 32.3 40,5 
Cuba 6 819 8 341 10 075 72.8 2.04 31.5 28,0 7.3 8,0 64,3 66.8 45,8 47,5 
Haiti 4 138 5 229 6 838 188.1 2.37 44,0 44.0 22.0 18,6 42.0 44,7 6.0 6,9 
Dominican Republic 3 129 4 348 6 197 89.2 3.35 49,1 48.3 16.9 13.2 49.6 52.0 18.2 2 7,6 

Subtotal (20 countries) 207 032 274 914 ?66 821 ¿2*2 40,1 11.1 ¿«2 61*2 41.4 

Other oountries of the 
region 

Barbados 233 25^ 263 635.0 0.87 33.5V 8.1V 69.3V 
Guyana 564 745 995 3.5 2.82 42.9V 36.3(1968) 9.5V 7.6(1968) 63.4V 
Jamaica 1 629 1 996 2 382 l8l .4 2.05 4 2 , 0 ^ 3 4 , 4 ^ 8.8V 7.6V 67.lV 
Trinidad and Tobago 831 1 o67 1 255 209,2 2.53 39.1a/ 23.3V 7,5/ 6.5V 65.7V 
Total other oountries 2J2L 4 063 4 845 IMMW 17.5 

Peroentjage of urban 
population In cities 
of raor<? than 100 000 

Inhabitants 

Peroentase of total population 
by ago groifl? in 1970 

i960 1970 0-14 15-64 65 y m£s 

84.5 82.1 29.3 63,4 7i3" 
52.4 73.5 42.6 54,4 3.0 
75.0 75.? 42.0 54.5 3.5 
70.8 78.8 47.0 50.4 2,6 
69.5 72.6 39 .®/ 56.4b/ •ws/ 
70.4 66.8 46.9 50,2. 2.9-

100,0 91.6 46.5 50,3 3.2 

69.8 76.4 45.0 51.9 3.1 
79.2 74.5 28.2 63.2 8.6 
65.2 72.3 45,2 51.9 2.9 

100.0 78.6 45.6 51.3 3.1 
57.5 55.3 47,1 49.9 3.0 
92.3 82,4 44,9 52.2 2.9 
62,1 85.6 46.7 50.9 2.4 
68,8 70.9 47.1 49.8 3.1 
76.8 76.4 44.7 51.7 3.6 
72,8 75.4 46.4 50,3 3.4 
7o,9 50.5 34.5 60.5 5.0 
78,0 78,2 42,5 54,5 3.0 
65.0 68.8 47.6 49.9 2.5 

2ÌLé 75.9 42.4 ¿2*2 ¿ 2 

_ 37.0 55.9 7.1 
26.5 45.6 50.7 3.6 
23.%/ 46,0 49.3 4.7 

41,0 55.0 3.9 

¿2*5 4.4 

Source: Total population» CELADE, Boletfn Penogr̂ fioo N° 1Q (July 1972); birth rat® and death rate» estimates based on oensuses, vital statistics and CELAJQE population estimates and projao-dions; life espectaiwy at birth: articles Iflr CarmenArretx 
and Jos$ Pujol, "La mortalidad en Amgrioa tatina on el perfodo 1965*4.970". and by Jaok Harenpod."Sl nival de mortalidad por a aso y edad en el Carlbe BrittoLco en 1965" published ill the records of the Conferenoia Re/d-osa! Latino aaerigara 
de Poblaoidn (Mexico, Unltfn Internaoioml para el Estudio Cientffico de la Poblacî n. l?70).Sfeta.pp.30 and ĝ aa&Jorge Somoza, Mortality in Latin America (London I969), vol. 2, pp. ,883-502; percentage qf urban population: SOLA estimates; 
percentage of urban population in oities of more than 100 000 inhabitants: ECLA estimates; percentage of total population by age groqp: CH.ADE, Boletfn Daaofir&lco H° 8. 

e/ Urban population defined as that living in oities of over 20 000 inhabitants. 
b/ Figures taken Aram the 1970 census corrected by the National Statistical Institute. 
0/ United Nations, Demographic Yearbook 1965. 
V United Nations, Population and vital statistics report. Series A, vol. XXIV, H° 1 (January 1972). 
V United Nations, Demojgraphio Yearbook, 1966. 
V Refers to 1964-1966. 
g/ United Nations, Demographic Yearbook 1970. 
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from 11 to 9 per 1,000. population between 1960 and 1970, The decline in 
fertility rates is a relatively recent phenomenon, and in at least a few 
countries it is gaining momentum. The decline in mortality is of much 
longer duration and slowed down during the 1960*3; since crude death rates 
in many countries are reaching relatively low levels (partly because of the 
youthfulness of the population) the overall decline will probably be still 
slower during the 1970*s. 

In their combinations of fertility and mortality trends and the 
resultant rates of population increase, the countries fall into several 
groups. For the present purposes, the coincidences of these groups with 
the socio-economic traits of the countries and recent indications of 
shifts from erne group to another are of particular interest. 

Two countries, Argentina and Uruguay, have completed a demographic 
transition similar to that of the European countries! moderate and declining 
fertility rates combine with low but slowly rising (because of population 
aging) death ratns to produce 1970 population increase rates of 1.5 and 1.2 
per cent respectively. Two other countries, Chile and Cuba, are well 
advanced in a similar transition, with population increase rates declining 
to around 2.0 per cent at present. While these countries differ widely 
from one another in many respects, all four have levels of per capita income, 
educacion, and urbanization well above the regional average. Two of the 
five largest countries of the region, Brazil and Venezuela, where urbanization 
has advanced rapidly and economic growth has been dynamic although unevenly 
distributed, there have been small but statistically significant declines in 
fertility combined with continuing declines in mortality. In Brazil, the 
combination of trends produced a very slight decline in the overall rate 
of increase - from just over 3.0 per cent in 1960 to just under 2.9 per cent 
in 1970. As might be expected, trends differ sharply by internal regions; 
in Brazil the decline in fertility was greatest in the Southeast, which 
already had a fertility level significantly below the rest of the country 
in 19S0, whereas in the impoverished Northeast fertility remained at a high 
level, declining only slightly , and in the sparsely settled Northern 
region the fertility rate actually rose. In Venezuela, the rate of 
population growth declined from 3.6 to 3.3 - still very high. In the other 
three countries with large populations and comparable urbanization and e 
economic growth processes (Cc"' nmbia, Mexico and Peru) the decline in 
fertility was too sneall to bo nignlvlc-nt and population growth accelerated 
slightly to rates of 3.5, 3.5 arid 3.1 in 1S70. 

/Among the 
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Among the smaller countries the case of Costa Rica is particularly 
interesting. The Costa Rican levels of income and education have for a long 
time been closer to those of the first group of countries named above than 
to the regional average; the level of urbanization has been relatively low 
but rising. Up to 1960 Costa Rica had rates of fertility and population 
increase among the highest in the world. During the 1960*s, however, 
the Costa Rican birth rate has undergone an exceptionally rapid decline 
- from 48 per 1,000 population in 1960 to 35 in 1970. Although mortality 
also declined, the final result was that the rate of population increase 
fell from 3.9 in 1960 to 2.9 in 1990. The fertility decline derives from 
consistent changes in the reproductive behaviour of women throughout the 
childbearing age span; it has not been appreciably influenced by rising 
ages of marriage or other variables. While Costa Rica began active 
support of family planning activities in the mid-1960,s, the drop in 
fertility began to gain momentum before these activities could have had 
an appreciable effect, and seems to derive directly fi-om family decisions 
influenced by a spontaneous change in values concerning family size. 
Although the Costa Rican population is too small to weigh significantly 
in the regional averages, the trend supports two important hypothesess 
(a) that fertility transitions much more rapid than those experienced 
in the past are quite possible in other parts of Latin America, if appropriate 
preconditions are present; and (b) that levels of consumption, education, 
and other aspects of modernization are more important preconditions 
for such a transition than public policies and programmes, although the 
two are complementary. 

Most of the smaller countries of Latin America experienced some 
acceleration of population growth during the 1960*s, although only one, 
Honduras, showed a rising birth rate. The acceleration in El Salvador and 
Paraguay was particularly striking - from rates well under 3,0 per cent 
to rates over 3.4 per cent. In Bolivia and Haiti, countries in which 
combinations of high fertility and high mortality previously added up to 
moderate rates of increase, mortality reductions brought the rate of increase 
up to around 2.5 per cent. This is still well below the regional average, 
and further acceleration as mortality rates continue to fall is foreseeable. 

Altogether, the trends in different groups of countries confirm 
the hypothesis that rates of population growth and probabilities of future 
acceleration are inversely related to the capacity of the countries to cope 
with population increase. Generally speaking, the smaller and poorer 
countries have present rates of increase no higher than those of the large 
countries, but their relatively high mortality rates and the absence of 
any significant downward trend in fertility make it probable that their 
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rates of increase will continue to rise for some years, whereas in the 
larger countries, taken as a group, stabilization followed by slowly 
declining rates is probable and more rapidly declining rates are possible. 
Development policies in the 1940's and lS50*s did not foresee and take 
into account the rapid drop in mortality and consequent acceleration of 
population growth. It would be unfortunate if the rapidly changing age 
structure resulting from drops in fertility were also to take the 
policy-makers by surprise. 

Policy measures deliberately designed to bring down rates of 
increase, as envisaged in paragraph 65 of the International Development 
Strategy, have not as yet had a significant impact on trends. Public Health 
and related policies aimed at the lowering of mortality rates have naturally 
not been influenced one way or the other by their expected impact on 
population increase. All of the countries either support or tolerate family 
planning programmes, but they can be divided into three groups in their 
attitudes towards them: (i) a few (Colombia, Dominican Republic, Guatemala, 
Honduras and some of the English-speaking Caribbean countries) envisage 
reduction of the birth rate as a specific objective of their national 
family planning programmes; (ii) a larger number of countries (Chile, 
Costa Rica, Cuba, Ecuador, El Salvador, Haiti, Panama^ Paraguay, and very 
recently Mexico) give official support to family planning activities within 
health services, with declared objectives (family welfare, reduction of 
infant and maternal mortality, prevention of illegal abortions) other 
than fertility reduction; (iii) in still other countries (Argentina, 
Bolivia, Brazil, Peru, Uruguay, Venezuela) semi-official policy positions 
regard high rates of increase as desirable, or as a problem to be solved 
eventually by overall social and economic development 3/, but allow private 

3/ The Brazilian Government does not take any measures that might 
influence the rate of population growth, It is expected, however, 
that the increasing process of urbanization and economic development, 
coupled with constant concern to raise the level of education 
of the whole population, will inevitably lead to a reduction in 
the future rate of population growth" (translated from "Estrategia 
da Segunda D£cada para o Desenvolvimento, Informacoes sabre o 
Brasil", Ministry of Foreign Relations, Brasilia, 30 October 1972, 

/family planning 
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family planning activities to expand and receive training and other 
asistance from publicly financed universities and hospitals. The first 
group is composed mainly of small countries with high' takes of natural 
increase, but otherwise no consistent relation is visible between 
population trends and public policy. With the exception of the English-
speaking Caribbean countries, the countries whose family planning programmes 
have attained a scale indicating a probable significant impact on fertility 
(Chile and Costa Rica) are in the second group rather than the first. 
The explanation presumably lies in the differing resources of the national 
health services administering the programmes and in the differing extents 
to which these services have really identified themselves with the declared 
national policies. 

Declining mortality in recent years has brought about rising life 
expectancies in all Latin American countries. The most recent calculations 
refer to the period,1965-1970, but the trend is expected to continue through 
the 1970*s. Life expectancies show an inverse relationship to the grouping 
of countries according.to population increase trends, with a very wide 
gap between the countries farthest advanced in the demographic transition 
and the countries,in which both mortality and fertility remain- high. In 
1965=1970, there•were eleven countries (including-four English-speaking 
Caribbean countries) where the life expectancy for males was over 60 years. 
In nine countries male life expectancy was between 50 and 60 years, and in 
two countries it was below 50, As far as the life expectancy of females was 
concerned, in three countries this was over 70 years, in eleven between 
60 and 70, in eight between 50 and 60, and in two countries it was less 
than 50 years. The gap between the highest national life expectancy and 
the lowest was 23 years for males and 27 years for females. Life expectancy 
at birth, is closely correlated with probability of death before the age of 
five, since the higher the mortality rate of a country and the lower the 
life expectancy, the greater the proportion of deaths .that will occur 
among young children. It has been estimated that about one million of the 
2,5 million deaths that occurred in Latin America between 1965 and 1970 
corresponded to children under five years of age. 

In four countries in which the demographic transition is farthest 
advanced, pronounced shifts in age distribution continue: the percentage of 
the population in the dependent age group 0-14 shrinks, the percentage of 
working a*ge (15-64) remains more'or less stable, while the percentage 65 years 
and over grows'. The overall dependency ratios are. relatively low but 
increasing slightly in Argentina and Uruguay with the growing importance of 
the aged. Elsewhere, the continued high fertility anti high rates of population 
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increase have offset the rising life expectancies, so that the predominantly 
youthful character of the population has grown more pronounced and the 
proportion of aged persona.remains very small. In the larger countries, 
the high rates of depcndancy should begin to decline during the 1970*s. 

(b) Urbanization^ population mobility and spatial concentration of 

Urbanization has been one of the most conspicuous features of societal 
change in Latin America since the 1940*s, and indeed much earlier in a few 
countries. Recent information mainly confirms the continued cumulative 
growth of phenomena that have been often described. 

"Urbanization", in its strict sense of the increase in the proportion 
of the total population living in urban areas, slowed down considerably 
during the 1960*s, to an estimated annual rate of 2.2 per cent for the 
region as a whole. The percentage of the population living in localities 
with 20,000 or more inhabitants rose from 33 to 41 4/. Since urbanization 
in this sense is an inherently finite process» the slowing down is not 
surprising. It must also be kept in mind that, while certain "developed" 
countries attained higher rates of urbanization in the past, this was 
accompanied by rapid shrinkage of the rural papulation, while Latin 
America's rural population has continued to grow in all except a few 
Countries. 

An examination of "urban growth", or increase in the number of persons 
residing in "urban" localities, gives a more adequate picture of the 
dimensions of the transformation. Between I960 and 1970, the region's 
urban population (that is, people living in localities with 20,000 or 
more inhabitants) rose from 68 to 114 millions, while urban localities, 

The dividing line of 20,000 now conventionally used by demographers, while 
convenient, considerably understates the real extent of urbanization in 
sociological or occupational terms, A high proportion of the population 
in centres under 20,000 is for all practical purposes urban (the "urban" 
percentage in 1970, of course, includes the population of centres that 
passed the 29,000 dividing line during the 1960*s and wore thus 
classified as "rural" at the beginning of the decade). For diagnostic 
and policy purposes, moreover, "urbanization" must be viewed as not merely 
a process of population concentration in urban centres, but also as a 
process of modernization of pre-existing urban patterns under influences 
disseminated from abroad, and of"increasing urban economic, social and 
cultural dominance over the whole society. As Latin America becomes more 
urbanized in the narrow sense, it also becomes more urbanized in the other 
two senses: even the rural-agricultural economy begins to take on "urban" 
traits (see Anthony and Elizabeth Leeds, "Brazil and the Myth of Urban 
Rurality , in Arthur J. Field, Ed. City Country in the Third World: 
Issues in the Modernization of Lat/n America (Schenkman Publishing Company, 
Inc., Cambridge, Mass, 1970). 
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which housed one-third of the region*s population at the beginning of the 
decade, absorbed more than two-thirds of the population increment. Moreover, 
previous trends toward concentration in large cities continued! in 1970, 
56 per cent of the urban population lived in cities with 500,000 or more 
inhabitants, as against 52 per cent in I960, Another feature of urban 
concentration for which Latin America is notorious - primacy of a single 
great city in each country - has declined, however, largely because of the 
dynamic growth of secondary centres in the larger countries (especially 
Argentina, Brazil, Colombia and Mexico), 

The Latin American countries fall into three broad groups in regard 
to their urbanization processes, and these groups, as might be expected, 
correspond roughly with their grouping according to overall population 
growth patterns. The four countries with moderate or declining population 
growth rates are also countries of early urbanization. As of 1950, more 
than one-third of the population in each of these countries lived in 
localities with 20,000 or more inhabitants. The combined percentage 
rose to 55 in 1960 and 61 in 1970. In the latter period their rate of 
urban growth was about 3 per cent annually, about half the average rate 
of the other countries. At the same time, the rural and small-town 
population diminished in Argentina, Uruguay and Chile, so that the cities 
absorbed a greater number of people than the total population increase. 
The second group includes the five largest countries apart from Argentina 5/, 
All of these countries have experienced an acceleration of urban growth! 
in 1960 between 26 per cent and 42 per cent of their populations lived 
in centres of 20,000 or more inhabitants; in 1970 between 33 per cent and 
56 per cent. Their urban populations grew at an average annual rate of 
more than 6 per cent during the decade, while the rest of the population 
grew at the rate of only 1,5 per cent. The urban areas absorbed some 
33 million persons during the period in question: nearly 70 per cent of 
the total population increase. The third group includes most of the smaller 
countries. In 1960, slightly less than one-fifth of their combined 
population lived in centres of 20,000 or more, while in 1970 the proportion 
was less than one-fourth. During the decade their combined rate of urban 
growth was over 5 per cent annually, but the rest of the population increased 
at a rate of over 3 per cent, and the urban localities absorbed only 37 per cent 
of the total population increase. In the countries at the bottom of this 

5/ One of the large countries, Peru, is really in an intermediate position 
between the second group and the third,, with accelerated urban growth 
coming somewhat later than in the other large countries, Costa Rica, 
Ecuador and Panama are also in an intermediate position. 
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group - Bolivia, Haiti, and El Salvador - the level of urbanization changed 
little during the 1960*s. Concentration of urban population in one major 
city is particularly pronounced in this group of countries; in all of them 
(excluding the intermediate case of Ecuador) more than 50 per cent of the 
urban population lives in one city. Whatever the cause and effect 
relationships, the incipient character and moderate pace of urbanization 
in these countries is an additional reason for expecting any demographic 
transition to come later than in the countries of the second group. 

Since there is no reason to doubt that rates of natural increase 
in rural areas and small towns of Latin America are equal to or higher 
than those in the urban centres, it is clear that the trends summarized 
above must mean an enormous movement of migrants from the former to the 
latter, particularly in the larger countries of the second group. For the 
region as a whole it is safe to estimate that about half of the rural and 
small town natural increase is being transferred to the larger centres and 
accounts for one-third to one-half of their total growth. Moreover, since 
migration streams are formed predominantly of young adults who spend most 
of their fecund age-span in the cities, the natural increase among migrants 
after arrival accounts for an additional major contribution to urban growth. 

It does not follow that the migrants to the larger urban centres 
consist mainly of uprooted peasants - a generalization that continues to 
appear in discussions of urbanization in Latin America, although it has 
been repeatedly challenged. The few local inquiries bearing on this question 
- referring mainly to low-income districts in the larger cities - reveal 
almost invariably that the majority of migrants come from smaller urban 
centres. Naturally, as the national level of urbanization rises, the 
proportion of migrants of urban origin also rises. Available evidence 
remains too limited to support any conclusions, on the relative importance 
of stepwise migration (in which migrants move from rural areas to the smaller 
local urban centres and later to larger cities) and replacement migration 
(in which migrants moving from the smaller centres to the larger are replaced 
in the former by rural migrants), but both phenomena are probably significant. 
Fragmentary evidence of various kinds suggests that spatial mobility of the 
population in most countries is high and also that there are many different 
currents: temporary as well as permanent, rural-urban, inter-urban, from the 
older agricultural zones to newly opened areas fo settlement, etc,, the 
predominant Current being from smaller to larger centres. The only migratory 
currents captured by the censuses are those in which the migrant at the time 
of the census is living in a different administrative district from his 
birthplace or his residence at the time of a previous census. In Mexico, 
for example, 5,2 million persons or 15 per cent of the total population were 
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registered in 1960 as having changed their residence from one state to 
another at some point of their lives. In 1970 the percentage was the 
same, but the absolute number rose to 7.2 pillion. These percentages would 
not include intra-state migration, temporary migration in search of employment 
(well known to be of great importance in Mexico), and movements in which 
the migrant had returned to his state of origin by the time of the census. 
In Chile, about 23 per cent of all males and 24 per cent of all females 
were registered as inter-provincial migrants both in 1960 and 1970, while 
the absolute number increased from 1.7 million to 2.1 million people. 
Of these, 600,000 persons, equivalent to 28 per cent of all migrants and 
8 per cent of the total population, had migrated during the five-year 
period preceding the 1970 census. In Brazil, according to the 1970 census, 
one-third of the total population had changed residence across municipal 
boundaries at some point during their lives, and 19 per cent had made such 
a move during the 1960-1970 decade. These percentages are not fully 
comparable with those of Chile and Mexico, since the municipalities 
represent smaller areas, but it is noteworthy that 28 per cent of all 
migrants had changed their residence from one of the ten Brazilian 
macro-regions to another, Altogether, the census data for these three 
countries suggest that the ratio of migrants to national population did 
not change greatly during the 1960»s, but that volume naturally increased 
with population growth. The data confirm that the larger cities continue 
to be the principal focus of attraction. In Chile, 40 per cent of all 
migrants and 35 per cent of those moving between 1965 and 1970 were 
residing in the metropolitan area of Santiago at the time of the census. 
In Mexico, 32 per cent of all migrants enumerated in 1970 were in the 
Federal District; 48 per cent of these had arrived during the 1960-1970 
period. In Brazil, 6.7 million of the 13.3 million persons who had moved 
from one macro-region to another were living in the highly urbanized 
region formed by the states of Sao P&ulo, Guanabara, and Rio de Janeiro. 

Since rapid and concentrated urban growth and accompanying uneven 
spatial distribution of development in Latin America first attracted 
attention, two opposing evaluations and policy conclusions, each with 
several variants, have been debated. One current of opinion has viewed 
concentrated urbanization as a necessary stage in development - a catalytic 
force for modernization of the societies affected, for the dissolution 
of outworn political, economic and social structures, and for the 
stimulation of productivity, participation and mobility. The other current 
of opinion has pointed to the enormous infrastructural and other costs of 
the metropolitan centres, to their role in the growth of consumption 
demands incompatible with needs for saving and investment, to the lack 
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of correspondingly vigorous industrial growth, to the parasitic aspect of 
the relations of the metropolitan centres with the hinterland, and to the 
differentially rapid growth of an apparently Inassimilable underemployed 
"marginal** population. 

In practice, the enormous urban agglomerations of today function badly, 
with many tensions, crises, and assaults on the well-being of their people, 
but it does not appear that they function worse or have more unmanageable 
crises than did the smaller agglomerations of twenty or thirty years ago. 
Deficiencies in housing and public transport are more serious than before; 
air pollution has rapidly risen to prominence among urban problems; the 
consequences of mass automobile use are increasingly disruptive. Other 
aspects of urban living, however - water supplies, health services, 
schools - seem to have improved in most of the large centres., The cost of 
urban growth to the State are undoubtedly extremely heavy, but no serious 
studies have been made to demonstrate whether such costs would be more 
manageable with different patterns of population distribution. 

Recent ECLA studies have documented the very wide gap in incomes and 
in access to services between the metropolitan centres and the remainder of 
the country, and they also indicate that distribution of incomes is somewhat 
less uneven in the cities than elsewhere, although more concentrated than 
in European cities. Calculations for the metropolitan areas of five Latin 
American countries for various years during the 1960's show that the poorest 
20 per cent of their populations received 5 per cent of personal income, 
against 3,1 per cent in the country as a whole. Per capita income levels for 
this group in the metropolitan areas ranged between US® 130 and 300, against 
incomes between LBS 50 and 110 for the same group in the whole country. In 
some countries the average income for the poorest group in the metropolitan 
areas was equal to the median income for the country as a whole 6/, 

Facts of this kind throw a good deal of light on the much-discussed 
problem of the urban "marginal" population. Undoubtedly, the number of 
underemployed, ill-housed, and ill-fed people in the large centres have 
increased even more rapidly than the populations of these centres. The 
economies seem no more capable than previously of absorbing them into 
productive well-paid employment. Nevertheless, the marginal strata have 

See Chapter on "Income distribution in selected major cities of Latin 
America and in the respective countries", Economic Survey of Latin 
America, 1971 (E/CN.12/935/Add,2, 12 June 1972), 
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been much less visible and less menacing to existing structures than had 
been expected. Violent uprisings in which marginal groups played an 
important part were fewer and less disruptive in the 1960*5 than in the 
1940*s and 1950*s, Populist political movements continue to attract support, 
but it does not seem that the greater size and degree of concentration of 
the marginal strata have made them more effective» On balance, urbanization 
seems to have acted as a safety-valve for relief of tension in the poorer, 
more rural parts of the countries rather than as a source of tension. 
The migrants to the large centres feel that they have made gains, within 
the continuing context of poverty and insecurity. New patterns of social 
control and limited participation have emerged, with mass communications, 
school systems, welfare programmes and subsidies to consumption, police 
repression, ideological politics and "bargaining" politics (trading of votes 
for favours), etc, playing roles of varying importance in the metropolitan 
centres of different countries. The opportunities of the marginal strata 
to gain something from these mechanisms, however limited, are much greater 
in the metropolitan centres than in the smaller cities and towns. Moreover, 
the acceptance of low incomes by the marginal strata enables the middle 
strata of the urban population to benefit from cheap artisanal goods and 
services and from domestic services that their incomes would not otherwise 
enable them to buy, " 

Under these circumstances it is no wonder that urban concentration 
and uneven spatial distribution of development continue as predominant 
trends. Public policy pronouncements have in general' shifted in the direction 
called for by the International Development Strategy - towards reduction 
of internal regional inequalities and fairer treatment of the mora rural 
zones. Underlying appraisals of the situation and the actions taken seem 
to be more ambivalent, however, . On the one hand, the consumer-goods 
industries, construction enterprises, urban land speculators and other 
interests exert effective pressures on behalf of continued concentration, 
while on the other hand the urban middle strata, the organized workers and 
even the marginal strata can exert more effective pressures to obtain services 
and subsidies than can their counterparts in the smaller towns and rural areas. 
Hence, in determining allocations of public resources, distribution of 
services, incentives for location of new economic activities, etc,, the various 
kinds of metropolitan pressures are likely to outweigh a rather hesitant public 
commitment to more even spatial distribution of development. 

It remains an open question how far present urban growth trends can 
continue, or whether they can continue indefinitely, without becoming 
non-viable for economic, political, or environmental reasons. Despite 
previous high rates or urban growth, the volume of urban growth was 65 per cent 
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greater in the 1960»s than in the 1950*s. During the 1970's, the increase 
will be at least 65 per cent greater than in the 1960*s, amounting to 
75 million persons, 40 million of whom will be absorbed by cities that 
will have passed the one-million mark by 1980. During the 1980»s, urban 
growth is sure to be even larger in dimensions, as the population base 
expands, even if its rate changes and it is distributed over a wider urban 
network. The potentialities for urban growth are particularly formidable 
in the larger countries of the second group, with their high rates of 
overall growth and their large reservoirs of rural and small-town population 
(on the other hand, as noted above, the number of dynamic large centres in 
several of these countries is increasing, and the concentration of urban 
growth should become less pronounced). Whatever the national policy on 
the spatial redistribution of development, the rising scale of urbanization 
will call ever more urgently for co-ordinated long-term planning-and reforms 
in respect of urban land use, land ownership, siting of residential and 
work areas, pollution control, public and private transport, water 
supplies, etc. On the basis of the trends observed up to the present, 
however, it would not be safe to assert that continued piecemeal responses 
to these chanllenges will result in deterioration of the quality of urban 
life to the point where the cities become radically unlivable. 

At the same time, if trends toward marginalization of part of the 
urban population are as pronounced and as inseparable from prevailing styles 
of development as they seem to be, the conformism noted above should 
eventually break down. The generation born in the slums of the large cities, 
lacking their parents* sense of advancement and hope through migration, may 
finally make the predictions of the revolutionary or disruptive consequences 
of marginality come true. 

Inequalities in distribution of incomes, employment opportunities, 
and services between major internal regions is a somewhat different question 
from inequalities between the metropolitan centres and the rest of the 
country: inequalities can be wider between the metropolitan centre and the 
rest of the region in which it is located than between the major regions 
taken as a whole 7/, In general, differences between regions coincide 

"... the per capita income in the Federal District of Mexico in 1965 
was 2.5 times greater than in the state of Mexico as a whole and a little 
more than 10 times the average income in Tlaxcala. The latter ratio is 
between 3 and 4 times higher than the ratio between the regions of Mexico 
that are economically furthest apart." ("Income distribution in selected 
major cities of Latin America and in the respective countries", op. cit., 
page 22). 
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with their degree of urbanization or rurality, There is no convenient 
yardstick or theoretical frame of reference for determining at what point 
inequalities between regions become excessive or disfunctional for 
development, considering the overall low levels of income and distribution 
of services, 

A comparison of available data using two relatively sensitive social' 
indicators - infant mortality and retention rates of children in school -
together with per capita income levels suggests that the gap in income levels, 
and thus in productivity, is predominantly wider (about 3:1 in Chile, 
Colombia, and Ecuador; from 5:1 to 7:1 in Argentina, Brazil, Mexico and Peru) 
than the gap in the level of living components determined by educational and 
health services. The gaps in infant mortality and school retention, 
according to the few regional comparistins that can be made, range between 
2:1 and 2.5:1, except in Brazil, where thè gap between infant mortality 
rates in state capitals is greater than 5:lé This tends to confirm that in 
spite of the notorious inter-regional inequalities in distribution of 
services the poorer regions are now receiving some degree of subsidy from 
the better-off regions in terms of the distribution of national public 
sector allocations to educational and health services. At most, the 
available data provide no more than suggestions that need to be followed 
up by more systematic comparisons of regional patterns and by studies of 
the distribution of incomes, consumption, employment opportunities and 
services within regions. It can be conjectured that within the poorer 
regions distribution is more uneven than elsewhere, particularly as between 
the urban centre and rural hinterland. 

The programmes aimed at changing the spatial distribution of 
development during the 1950*s and 1960»s fall into two main categories: 
(i) those aimed at internal regions that are fully occupied, with 
populations predominantly rural, and with levels of living and productivity 
depressed well below thè national average; (ii) those aimed at regions with 
scanty populations but with resources of land, water-power, or minerals 
assumed to be under-exploited. The most important example of the first 
category is the long-continued effort to develop the Northeast of Brazil 
associated with SUDENE. The best-known examples of the second category" 
are the Plan Guayana of Venezuela and the major river basin development 
programmes of Mexico. The creation of the city of Brasilia stands alone 
as a tactic for opening up an empty region through transfer of the national 
political and administrative centre of gravity. The experiences of these 
programmes have been repeatedly studied, and the early 1970*s do not reveal 
major new directions. Some of the programmes have undoubtedly been 
successful in building up dynamic new centres of production, but their 
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contribution to greater equity and enhanced human welfare in the 
distribution of development activities between regions remains in question. 
For the most part, their direct contribution to the expansion of employment 
opportunities has been small. Even when they have managed to change the 
direction of part of the flows of internal migration they have commonly 
attracted more migrants than could be absorbed, and many of these have 
had levels of education and skill which have hindered their future 
absorption, A large part of the income generated has flowed back to the 
national centres. 

Policy declarations calling for internal redistribution of population 
and development continue to abound, but it is not evident that actual, 
allocation of resources or initiation of new projects for this purpose is 
on the increase except in a few countries, or that sufficiently systematic 
efforts are being made as yet to learn from past experience in order to 
devise strategies that will be less burdensome on the public sector, less 
wasteful °f natural resources, and more conducive to the human ends of 
development. As was suggested above in relation to metropolitan 
concentration, it is probable that effective and equitable national 
policies for regional distribution cannot be achieved as simple additions 
to existing styles of development. They require a difficult confrontation 
with the powerful forces making for continued concentration. 

The most ambitious and systematic recent policies for regional 
redistribution of population, opening up of empty regions, and bringing 
into exploitation of unused resources are those of Brazil and Peru, both 
focussed on the Amazon basin, but it is too early for these policies to 
have borne fruits susceptible to appraisal in the present context, 

(c) The human environment 

Directions of change in the human environment and the ecological 
balance in Latin America at the beginning of the 1970*3 are shaped by the 
uneven, concentrated, and internally contradictory traits of development. 
In both urban and rural areas environmental threats associated with poverty 
and "primitive" technologies coexist and interact with threats associated 
with affluence and "modern" technologies. In the cities, the former mean 
overcrowded or improvised shelter, poor sanitary conditions, lack of green 
spaces accessible to the masses of the population, etc,, while the latter 
mean air pollution by industries and automobiles, noise, accidents, 
congested traffic and so forth. In some of the metropolitan centres these 
latter "indicators" of development have reached levels as high as anywhere 
in the world. In the rural areas, the former threats mean soil exhaustion 
through overuse in the older cultivated areas, and destruction of soils 
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and forests through primitive techniques of clearing and cultivation in 
the newer areas. The latter threats include the use, without adequate 
planning and control, of modern heavy equipment to open up new agricultural 
zones and exploit other natural resources. 

At the national level, the differing combinations of environmental 
problems correspond to the triple grouping of countries set forth above. 
In the first group, the environmental problems are more predominantly of 
the "modern" types, and the relatively moderate pace of population growth 
and urbanization implies somewhat greater capacity" for keeping them within 
tolerable limits. In the large countries that are rapidly urbanizing, 
industrializing, and bringing previously unoccupied zones under exploitation, 
the range of problems is particularly wide and their character is changing 
markedly. In the third group of countries the predominant environmental 
problems remain those associated with rural poverty, particularly thB 
problem of destructive land use as rural population pressure increases. 

Some of the more specific envinronmental problems have for some years 
occasioned public debate, studies, piecemeal remedial measures and legislation, 
the last rarely enforceable or enforced. The conception of the "human 
environment" as a complex of interrelated phenomena requiring priority 
attention and an integrated policy approach, however, is relatively new 
to the region. Its acceptance has been influenced as much by the rapid 
upsurge of worldwide preoccupation with the question, culminating in the 
Stockholm Conference on the Human Environment in June 1972, as by the 
increasing prominence of environmental threats. 

Acceptance of this conception of the environment has had to contend 
with traditionally optimistic views concerning-the inexhaustibility of 
natural resources, particularly in the large countries; with expectations 
that sufficiently rapid economic growth would eventually permit the easy 
solution of environmental problems along with those of population growth 
and income maldistribution; and with predispositions to tqlerate a 
considerable measure of environmental degradation in the interest of rapid 
growth. 

Acceptance has also been affected by uneasiness over the association 
of the "environmental question" with the interest of the high-income 
countries and over possible repercussions on the international aspects of 
Latin American development, including: 

(i) Restrictions on exports of products supposed to contribute to 
pollution in the high-income countries - restrictions that would lend 
themselves to use as devices for protectionist practices; 

/(ii) Higher 



- 23 -

(ii) Higher prices for imports owing to the costs of anti-pollution 
measures in the countries of origin; 

(iii) Refusal of external aid to development projects judged 
environmentally harmful by the donors; diversion of aid resources to 
environmental projects from other development needs; distortion of national 
priorities by the environmental preoccupations of aid sources. 

Some more positive repercussions have also been hoped for: the 
reaction against synthetics in the high-income countries might improve 
the market for natural raw materials; the need of the high-income countries 
(Japan in particular) to reduce levels of air and water pollution might 
induce them to transfer polluting but income-producing industries to 
other regions. 

Possible repercussions such as the above have been repeatedly discussed 
in international meetings such as those of UNCIAD and GATT, but up to the 
present systematic studies on which a precise assessment of their future 
importance for Latin American development might be based are lacking¿ 

At the level of rational policy declarations the position taken in 
paragraph 72 of the International Development Strategy is being generally 
accepted in spite of the reservations summarized above. Public interest 
in the question is naturally more active in the countries of the first and 
second groups than in those of the third. In view of the short time 
elapsed since the "human environment" came into the forefront of 
international attention, it is not surprising that as yet few countries 
have nade visible progress in broadening and co-ordinating policies 
bearing on the environment, Chile, Jamaica and Peru have set up inter-
ministerial committees for this purpose; other countries have given 
co-ordinating functions to a single ministry, generally that of health 
(as in Mexico), The rational planning agencies, for the most part, have 
shown little interest in undertaking environmental planning functions. 
At the same time, various sectoral public agencies, particularly those 
charged with health protection, conservation of natural resources and 
regional and urban development, have seen in the environmental cause a 
means of obtaining more attention and resources for their own work and 
have taken it up enthusiastically. In the majority of cóúntries, 
environmental tasks thus remain compartmentalized in sectoral agencies 
with very limited budgets, struggling to apply existing legislation that 
is generally voluminous but is poorly adapted to present needs and has few 
real prospects of application. 

/(d) Income 
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(d) Income distribution 

Calculations of income distribution for 1970 have been feasible for 
eight Latin American countries. The sources of these calculations are 
investigations hade by national institutions for different purposes and 
using different methods, some of them covering only parts of the respective 
countries. Their deficiencies for inter-country comparisons and assessment 
of trends are obvious, and they do not reflect the important changes that 
seem to have taken place in a few countries since 1970, Nevertheless, their 
correspondence with the findings of earlier income distribution studies and 
with other distributional indicators supports the conclusion that, at least 
at the level of broad population segments, they are close toCet^n, Am̂ ricari 
reality and that that reality did not change in its main features during 
the 1960»s 8/. 

They confirm that income in most of Latin America is more concentrated 
than in most of the nerket-economy countries of Europe and North America, 
and much more concentrated than in the countries with socialist economies 9/• 
For present purposes, however, there are some other striking features bfthe 
Latin American patterns which are just as interesting as this well-known 
generalization, .The percentage of national income received by the poorest 
twenty per cent of the population in most Latin American countries is not 
far below the share received by the equivalent group in the United States 
and is well above the share received in France, although absolute levels 
for the poorest group in Latin America are naturally much lower. In France 
and the United States, however, incomes, climb steadily in succeeding 
deciles* In Latin America, the rise is much slower up to the eighth . or 
ninth decile* The 30 per cent of income receivers immediately below the 
median-and the 30 per cent immediately above thus receive much smaller 
proportions of the total personal income than their counterparts in France 

Jjj/ The ECLA Secretariat has been engaged in studies of income distribution 
for several years. For earlier findings and methodological explanations 
see Economic Survey of Latin Americal 1969 and Economic Survey of Latin 
America 1971. The present section summarizes some recent findings of 
this continuing research programme, 

9/ Cuba, with a socialist, economic system involving equalitarian policies 
for distribution of goods and services, in which rationing has come 
to be more important than monetary incomes, is the main exception. 
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and the United States. In the next higher 15 per cent - the group immediately 
below the top - income levels rise rapidly: the share received by this 
group is quite similar in Latin America, France and the United States» 
Finally, the top 5 per cent of income receivers in most Latin American 
countries get a much larger share of the total than do their counterparts 
elsewhere» This means that the income levels of the majority are far below 
the national average per capita income. The two groups constituting the 
middle 60 per cent receive only 33,6 per cent of income in the countries 
for which calculations have been made, individual national percentages 
ranging from 39 in Chile down to 28 in Brazil and Honduras, Purchasing 
power remains concentrated in the top 20 per cent, and particularly in 
the top 5 per cent, with repercussions on the demand for consumer goods 
and the patterns of growth of production that have been repeatedly 
emphasized 10/ * The pressures associated with this concentration of 
purchasing power constitute powerful factors of resistance to the reduction 
of existing disparities called for by the International Development Strategy. 
Moreover, except in the countries with largest populations the upper 20 per 
cent is too small a market to support industrial growth at an acceptable 
level of efficiency. The contrast between the income distribution patterns 
typical of Latin America and those found elsewhere stands out vividly in 
Figures I and 11", 

No consistent relation can be traced between rational patterns of 
distribution and national per capita income levels. However, there is some 
degree of correspondence with the grouping of countries set forth above. 
The countries for which recent income distribution data ara available include 
three in the first group (Argentina, Chile and Uruguay (Montevideo only)), 
all five cf the large countries in the second group, one country in an 
intermediate position between the second and third group (Ecuador) and only 
one country in the third group (Honduras), The data indicate, albeit not 
very conclusively, that concentration is less pronounced in the first group. 
This can be attributed to relatively advanced urbanization and relatively 
widely diffused political participation. The countries in the second group 
differ widely among themselves within the overall pattern described above, 
Brazil shows the highest degree of concentration in the top 5 per cent and 

10/ According to ECLA calculations, in the seven largest cities of Colombia 
in 1970 the top 5 per cent income group accounted for 73,5 per cent of 
total expenditure on purchase and operation of private motor vehicles 
and the following 15 per cent for 21,0 of expenditure. In Mexico in 
1963, the equivalent percentages of expenditure were 71,8 and 19,3, while 
in Greater Santiago (Chile) in 1969 they were 50,5 and 36,5. 

/Figure I 
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gives the.smallest share of income to the next 15 per cent as well as the 
middle 60 per cent. In Venezuela, the 15 per cent immediately below the 
top receive a disproportionately large share, while the top 5 per cent 
receive a smaller share than in France. Colombia, Mexico and Peru are 
closer to the regional norm. The one country belonging to the third group 
as regards demographic and other traits, Honduras, shows a particularly 
high degree of income concentration combined with a very low per capita 
income level. 

Calculations of income distribution by socio-economic category indicate 
that employers receive from 1.7 to 3,5 times the national average personal 
income in different countries; that the incomes of salaried employees are 
20 to 65 per cent above the average; and that wage workers as well as 
self-employed or own-account workers have incomes as low as two-thirds the 
national average. At first glance it seems surprising that the discrepancies 
are not wider. The internal heterogeneity of the Latin American economies, 
combined with the vagaries of statistical calssification, however, means 
that all of these broad categories are internally very varied, so that their 
members are represented at all income levels and the relation between their 
"average" income and the national average has little meaning» The patterns 
differ markedly between countries, depending on such factors as the relative 
importance of modern industry and small-scale artrlsanal industry, the relative 
importance of low-wage rural workers and workers in high-wage enclave 
enterprises such as petroleum and copper production, the relative importance 
of well-paid professionals and underemployed marginal workers among the 
self-employed, salary scales in the civil service, etc. 

Income distribution by sector of economic activity reflects well-known 
differences in sectoral productivity. In relation to 1970 national averages 
equivalent to 100, productivity in agriculture in different countries ranged 
between 27 and 72, in industry and basic services between 109 and 252, and 
in the tertiary sector between 71 and 262, It must be kept in mind that the 
concept of productivity underlying these calculations is not exclusively 
technical, depending on the productive processes adopted. The distortions 
originating in relative price policies with various ends (incentives to 
industrialization, anti-inflationary measures intended to keep down 
agricultural prices, etc,) also influence the inter-sectoral inequalities. 
It must also be kept in mind that the range of productivity within each sector 
is very wide, with "modern", "intermediate" and "primitive" techniques 
continuing to co-exist• With these provisos, the overall gap between the 
agricultural sector and the re^t of the economy is so pronounced (except in 
Argentina and Uruguay) that it necessarily plays an important role in the 
income distribution patterns described above. The greater part of the 40 per 
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cent of the Latin American population that is engaged in agriculture comes 
within the bottom half of the income distribution table» Calculations for two 
of the largest countries demonstrate the correspondence between the agricultural 
sector and low incomes. (See table 2.) 

Evidence on trends during the I 9 6 0 i s too limited in representativeness 
and comparability to support generalizations concerning the region. In Brazil, 
available data indicate that between 1960 and 1970 the proportion of total 
income received by the lower 80 per cent dropped markedly, whereas the 15 per 
cent•just below the top increased their participation from 22 per cent to 
26 per cent of income9 and the top 5 per cent rose from 32 per cent to 43 per 
cent. In Venezuela between 1957 and 1968 the participation of the poorest 
30 per cent of the population decreased slightly. In Chile and Mexico between 
1968 and 1970 the position of the lower 50 per cent of the population improved 
to some extent while the share of the 45 per cent immediately above them 
decreased. The top 5 per cent maintained their previous share. In Chile, 
distribution has presumably changed markedly since 1970, but detailed 
quantitative information on the more recent pattern is not yet available. 

In most of the countries, increases in national income per capita during 
the 1960's were sufficient to prevent the greater regressiveness in income-
distribution from becoming incompatible with maintenance of previous absolute 
levels by the greater part of the low-rincome population or with small 
improvements for certain groups. Nevertheless, the data on unemployment, •. -
underemployment, and employment at sub-minimum wages, to be discussed below, 
suggest that sizeable sectors of the low-income population have been forced 
into an extremely precarious situation. 

It is probable that uneven distribution' of monetary incomes - to which 
the preceding discussion has been restricted - is being offset to a greater 
degree than previously by distribution of public services and through material 
aid to needy families and children. The extent to which these services and 
forms of aid are reaching the lowest income strata, however, remains an open 
question. In most countries, it is probable that the 30 per cent of the 
population immediately below the median, or even the 30 per cent above the 
median, benefit more than the poorest 20 per cent, 

Fiscal policy seems to have assumed a significant role in income 
redistribution in only a very few countries, in spite of the insistence in 
regional and national policy declarations during the 19609s on the 
indispensability of fiscal reform and progressive tax systems as tools of 
redistribution. To the extent that the public services continue to rely for 
funds on regressive taxes bearing on mass consumption it can be assumed that 
the poorer strata are not only paying for their own services but also 
contributing to the cost of those received by the other strata. 

/Table 6 



- 30 -

Table a 
WJCE-EARKINC POPULATION 

(PerHontagea) 

1* Structure of soolo-eoonomlo oatago-
ries by se stars 

2* Percentage of the population, tn the 
various sooio-«oonenlo categories, by 

seotore 

Total Agrlo!jl í4amifa¿ Serv* ture turlng loes 
Not eoo, 
nooloa¿ 
ly M-
tlve 

Total Agrlwl_ ffennfs® ture turlng 
Serv-
ices 

Not eoo 
acmloal 
ly ac-
tive 

Bm^l ltfO 
Poorest 20 per sent 100.0 7.3 2é.O M 20.0 33"5 6.4 15.7 I2.3 

30 per oent below the median 100,0 55*1 12,7 25.0 7.2 30.Q 44.2 16,7 22.7 32.3 
30 per sent above the median 100.0 21. 5 36*5 35.? 6.1 3O.O 17.3 47.9 32.5 27.3 
15 PSr cent below the top group 100,0 10f5 35.2 H5.3 9.0 15.6 23fi 20,? 19.9 
Tcp J per cent 100.0 5.8 26,9 10.9 5.0 0.8 5.9 8.5 8,1 
Total 100 par oent 100.0 37.1* 22.8 33.1 100.0 100.0 100,0 100,0 100.0 

Colombia 1970 

Poorest 20 per oent 100.0 Si.1» 17.2 20. P 29.8 15.0 14.5 
30 Ear oent bel» the median 100,0 35.7 19.6 30.0 39.3 25.7 24.? 

30 per oent above the median 100,0 27.7 5̂-5 26,8 3O.O 24.1 32.3 35.8 

15 per oent belew the top group 100.0 12.5 32.3 15.0 5*f 19.9 20,3 

Top 5 per oent 100.0 10.0 59.2 30.8 5.0 1.4 7.1 6.5 
Total 100 per oent 100.0 UU7 23.8 100.0 iooco 100.0 100,0 
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( e) Employment and the utilization of human resources 

During the 1960!s and early 1970*s public awareness that maladjustments 
between the supply of and demand for labour are key deficiencies in the 
development process has grown rapidly, the previous supposition that 
relatively high rates of economic growth would guarantee eventual absorption 
of practically the whole of the labour force into productive employment 
has come into question, and by now virtually all governments list 
employment promotion among their major development objectives, in terms 
similar to those used in the International Development Strategy« Definition 
of the central features of the "employment problem" in Latin America, 
however, is still far from clear, the "vigorous efforts to improve labour 
force statistics" called for by the Strategy have hardly begun, and 
generalizations inevitably fail to take into account the variety of 
employment situations and problems that exist within countries as well 
as between countries, 

An examination of the relative rates of growth of population of 
working age, economically active population (working or seeking work), 
and employed population between I960 and 1970 in the -eleven countries for 
which data are available gives some idea of the difficulties of 
generalization (see table 3), In Colombia, Ecuador and Peru the growth 
of the population of working age considerably outpaced the growth of 
employment, but in Colombia the reaction (according to the statistics) 
was a withdrawal from the labour force, while in the other two ccuntris 
this did not take place. In Costa Rica and Panama employment grew more 
rapidly than population of working age. In the other countries working-age 
population and employment grew at an even pace, or with no more than 0.1 per 
cent of divergence, but Argentina and Bolivia show disportionately rapid 
increase in the economically active papulation, while Venezuela showy a 
rate of growth for this group much lower than the rates for population 
of working age or for employment. 

In the first group of countries it is safe to infer that employment 
problems became more serious between I960 and 1970, but it does not follow 
that in the others they have become less so or have remained unchanged. 
It is probable that a considerable part of their employment increment was 
achieved at the expense of one or more of the elements that constitute 
a developrnentally satisfactory state of "full employment": a normal working 
time, normal productivity, adequate utilization of the workers9 skills 
and capacity, and a level of income adequate for the basic needs of workers 
and their dependents. 
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Table 3 

RATES OF GROWTH OF POPULATION OF WORKING AGE, ECONOMICALLY ACTIVE 
POPULATION AND EMPLOYED POPULATION, BY COUNTRIES, 1960-1970 

Country Population of 
u/orking age 

(15-64) 

Rate of growth 
(per. cent) 

Economically 
active 

• population 
Employed 
population 

Argentina 1.5 2.2 1,4 
Bolivia 2,2 2,6 2*2 
Brazil 2.9 .2,7 -

Colombia 3.2 2.6 2.6 
Chile 2,5 2.5 2.6 
Ecuador- J.X 3.1 2,2 
Peru 3.1 3.0 2 = 5 
Venezuela 3,3 2.7 3,4 
Costa Rica 3.8 3.9 a/ 4.1 s 
Panama 3,0 3.3 3,7 
Mexico 3.3 3.4 3,2 

Source ; ECLA, on the basis of official figures and national sources. 

a/ Figures cover period 1963-1970 and are calculated on the basis of 
data taken from: Regional Employment Programme for Latin América 
and the Caribbean (PREALC), La situación yt perspectivas del emplee 
en Costa Rica. PREALC/52/Rev. 1, August 1972, table 1-2, 
hypothesis I. 
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The best known and best documented aspect of this problem is the 
shift out of agriculture into lov*-productivity, low-wage and precarious 
urban occupations. The intensity of these trends in the different types 
of countries naturally coincides with the urbanization patterns described 
• above. In the countries of the first group the numbers of agricultural 
workers are declining or static; in the second they continue to increase 
although their share in the total labour force falls sharply; in the third 
group they continue to grow nearly as rapidly as the urban labour force, 
with correspondingly acute rural under-employment and poverty. In many 
countries the movement of labour out of agriculture is not primarily due 
to absolute lack of opportunities for livelihood, but rather to the 
extremely low incomes afforded by agricultural wage labour and cultivation 
of small holdings, along with the positive attractions of urban life. 
This factor is most pronounced in Venezuela and some of the smaller 
Caribbean countries, where actual shortages of agricultural labour and 
desertion of holdings by agrarian reform beneficiaries have been noted, 
and least important in some of the poorest countries, where the rural 
labour force has no real alternative to staying on the landa 

In the region as a whole, the well-known phenomenon of differential 
growth of employment in the tertiary sector (services and commerce), which 
is commonly interpreted as an indication of underemployment and low-
productivity employment, has continued. Between I960 and 1970- the tertiary 
sector in ten countries for which data are available rose from 29.8 to 
34.6 per cent of total employment. In Mexico it increased at a particularly 
rapid rate of 7.2 per cent. The share of the secondary sector (industry and 
basic services) in the labour force increased more modestly, from 23.5 to 
£6 «2 per cent. In some countries the proportion in the secondary sector 
actually declined, while in others - notably Brazil, Panama and Venezuela -
it increased quite rapidly. The composition of the secondary sector, like 
that of the tertiary, is quite heterogeneous, and rapid increases in 
employment here can also be accounted for to a large extent by expansion 
in the number of jobs of low productivity. In Venazuela in 1969, for 
example, the artisanal subsector of industrial employment accounted for 
almost 50 per cent of the sector's labour force but only 6 per cent of its 
production. This artisanal subsector probably accounted for a considerable 
part of the rapid national growth in industrial employment, and similar 
trends can be traced in most of the other countris, particularly Mexico, 
Along with services and commerce, construction has a particularly important 
role in the absorption of unskilled low-productivity labour, and this is 
reflected in the relatively low rates of increase in per capita productivity 
in all of these sectors. A more intensive investigation would be needed 
to determine the reasons for the wide differences between countries shown 
by the available data (see table 4), 
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Table 4 

GROWTH RATES OP SECTORAL PRODUCTIVITY, BY COUNTRIES, 1960-1?70 

(Percentage) 

Country 
Agricul 
ture 

Klnlng 
and 

quarrying 

ffan-
ufao. 

•taring 

Con«» 
struo-
tlcn 

Baslo 
services 

Commerce Services Total 

Argentina 2.8 3.8 4.9 2.0 3.9 3.4 -1.9 2,7 

Bolivia 1.8 -0.7 -1.3 -1.1 3.2 3.2 

Brazil 3.5 2.1 0„1 1.4 3.1 

Colombia 2,7 2.4 3.1 4.8 2.9 0,8 2.6 

Chllo 1.8 4<,4 2.1 1.0 4.6 -0,6 -0.4 1.9 

Eeuador 1.5 3.1 5.5 3.6 1.5 3.0 3.0 

Peru a/ -0c.4 0o5 . 3» 2 -1.0 0,8 -0,7 2.3 1.5 

Venezuela 6.9 1.4 -1.3 -3.8 0.5 -1.9 4.4 2.1 

Panama 5.0 - 3.8 1.3 3.0 2.0 1.9 4.2 

Mexico b/ 2.0 1.8 3.6 2»9 6.2 3.7 -1.1 3.3 

Source; Table A-2. 
a/ Figures for I96I-I970, 
b/ Figures for I960-I969. 
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Recorded unemployment in the settings typical of Latin America is only 
the visible part of an iceberg: its quantitative relation to the larger 
problems of poverty and under-utilization of the labour force can only be 

y guessed at. The recorded rates show improvements in 6 countries during the 
1960®s and deterioration in 3, but it is not at all clear whether the 

cb, apparent changes are meaningful. It is clear, however, that in some 
countries open unemployment now affects a significant proportion of the 
urban labour force, that a good part of the unemployment is of a long-term 
character (periods over three months at the time of enquiry), that high 
percentages of the unemployed are male heads of household and young 
workers, that recorded unemployment rates are high in the large metropolitan 
centres (as might be expected from the greater likelihood of recording) 
but sometimes still higher in other cities of the same countries (particularly 
in Argentina, Chile and Colombia). 

The question of unemployment among young people deserves special 
attention. In four of the five countries for which recent data are 
available young people constituted a sizeable majority of the open unemployed 
and in the fifth country (Chile, where the relative size of the age group 
is smaller than in the others) they constituted nearly half (see table 5), 

This is not simply a question of inability of teenagers to find jobs 
for some time after entering the labour market. In all the countries 
except Colombia those seeking work for the first time are in a minority 
among the young unemployed, and in Mexico and Peru, the only countries 
for which a further age breakdown of the group can be made, a majority of 
the young unemployed are 20 or over. It is also probable that the young 
unemployed are not predominantly from the strata with no or very little 
education. Data for Chile, Peru and Venezuela indicate that unemployment 
rates among persons with less than four years schooling are below the 
general average, th2 highest rates being among persons with four or more 
years of primary schooling and among those with some secondary education. 
The duration of unemployment also seems to increase among persons in 
the second group. Presumably the first group is less selective in the 
jobs it is willing to accept and also less able to count on subsistence 
from the family while waiting for a job, thus entering the poorest-paid 
marginal occupations. 
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Table 5 

OPEN UNEMPLOYMENT AMONG YOUNG PEOPLE, 1970 
(Percent) 

Countries 
and 
cities 

Colombia 

Chile 
Mexico 

Peru 

Age 
group 

12-24 
12-24 
12-29 
12-19 
20-29 
14-24 

Bogotá 
Federal 
District 
(Mexico) 

Percentage Percentage 
of total already having 
unemployed held employment 

Venezuela a/ 15-24 

12-24 

12-29 
12-19 
20-29 

58.8 
46.6 
57.7 
2Q.5 
29.2 
60.8 
53.0 

54.9 

68.4. 
35.3 
33.1 

45.3 
70.2 
85.1 
60.0 
90.1 
60.9 
60.0 

43.9 

82.5 
75.3 
90.2 

Source: ECLA, on the basis of official figures, 

a/ Figures for 1969. 

Percentage seek-
ing employment 
for the first 

time 

54.7 
29.8 
14.9 
20.0 

39.1 
40.0 

56.1 

17.5 
24,7 
9.8 

Total 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

100.0 

100.0 
100.0 
100.0 

/The measurement 



- 37 -

The measurement of underemployment has advanced very little in recent 
years. Quite different aspects of the problems of maladjustment between 
labour supply and demand, inadequate utilization of human resources, low 
productivity, and inadequate remuneration of labour continue to be lumped 
together to produce estimates that add little to understanding. It is safe 
to say that the relative importance of the problem is no less at the 
beginning of the 1970s than at the beginning of the 1960s; that its absolute 
dimensions have increased; that the urban component has grown in relative 
importance; but that in most countries the rural areas remain the principal 
foci of underemployment and extreme poverty. Presumably also the general 
problem is more serious in the smaller countries in which urbanization has 
been less capable of acting as a safety valve for rural underemployment 
and poverty. These is some evidence that the most serious aspect of the 
problem in the urban areas lies in thé very low incomes received by many 
workers who are fully occupied in terms of the work week« Recent national 
household surveys makç it possible to calculate percentages of the urban 
employed population that are in "marginal" activities in the sense of 
receiving less than the statutory minimum wage or other national standard 
of adequacy (see table 6), 

v 
In Brazil, as might be expected-, there is a wide gap between the 

Centre-South and the Northeast, the percentages of marginal employment 
ranging from about 10 in the region comprising the states of Sao Paulo, 
Guanabara and Rio de Janeiro to 42,2 in the region comprising the nine 
states of the Northeast, In Panama, national wage statistics for 1970 
(including agricultural workers but excluding own-account workers, among-
whom underemployment is known to be pronounced) indicate that about 22 per 
cent of the wage-earners employed 35 hours or more a week earned loss 
than 60 per cent of the statutory minimum wage. Studies in the metropolitan 
areas of Bogotâ, Caracas and Lima indicate that in 1970 this kind of 
marginal employment accounted for between 75 and 90 per cent of 
"underemployment", while "visible" underemployment (in the sense of 
abnormally small number of hours worked by persons wishing to work more) 
accounted for only 10 to 25 per cent. 

/Table 6 



Table 6 

"MARGINAL" EMPLOYMENT IN NON-AGRICULTURAL ACTIVITIES 

3ercentages of thei economically 

Countries 
end cities, 
Brazil 
Colombia a/ 
Chile 
Peru a/ b/ 
Venezuela 

Bogotá, 
Caracas 

D.E. a/ 

Year 

1970 
1970 
1968 
1971 
1971 
1971 
1970 
1970 
1970 

Marginal 
employment uMiijMiiViiii-mrtfcfefl "in .M m 

19.5 c/ 
29.3 
12.3 
23.9 
21.5 d/ 
25»8 e/ 
12e 7 
11.1 d/ 
16.2 e/ 

Sources ECLA, on the basis of national household censuses, 
a/ Corresponds to the urban area0 
b/ Excluding domestic activities, 
c/ Figure refers to wage-earr3rs, and the percentage is calculated with 

respect to the total number of wage-earners. 
d/ Considered as an income of less than Bs, 300, 
e/ Considered as an income of less than Bs, 500, 

/As indicated 
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As indicated above, rising concern over employment problems has been 
reflected at the national level more in general policy declarations and 
objectives stated in the preambles of plans than in-coherent reorientations 
of policy and planning to give priority to employment, along the lines 
proposed in paragraph 66 of the International Development Strategy. The 
position that a high and sustained rate of grosth of GNP is a sufficient 
as well as necessary condition for -attainment of full employment remains 
influential, and this is reflected in the tendency of the more recent 
plans to state employment objectives in general terms, without providing 
for specific measures to meet them. This is a radically different position 
from that which has come to the fore in several different forms in the 
international agencies concerned with employment and which calls for an 
integrated strategy for redistribution of incomes, changes in the character 
of goods and services produced, agrarian reform, educational reform, 
introduction of technologies suited tp the real relative scarcity of 
Capital and labour, and mechanisms fpr more active and innovative popular 
participation in productive processes and developmental decision-making. 
Such a strategy implies fundamental changes in prevailing styles of 
development and the adoption of different national priorities, with full 
employment conceived as a consequence of the whole strategy rather than as 
an objective to be attained by direct measures. The most comprehensive 
presentation of an approach of this kind for a Latin American country is 
that given in the report of an intern-agency team organized by the 
International Labour Office in 1970 to advise Colombia ll/« Similar points 
of view are implicit in the present development strategies of Chile and 
Peru» 

Generally speaking, no coherent policies, have been designed to tackle 
the complex problem of employment in a direct and energetic manner. In 
most cases, resort is had to measures, among the wide range of those 
recommended in recent years, that do not involve major structural changes 
or modifications in the distribution of power and incomes. Among these 
measures, extensive use is made of tax incentives and other policies 
expected to motivate a redistribution of economic activities to the internal 
regions where poverty and underemployment are acute, As suggested above, 
however, the impact of such measures is likely tp be offset by others 
that respond to the forces making for metropolitan concentration, and by 
a continuing reliance on labour-saving productive techniques, often for 

11/ International Labour Office, Towards Full Employment; A Programme for 
Colombia. Prepared fry an IntervAgency Team Organized by the International 
Labour Office (Geneva. 1970). 

/lack of 
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lack of any practical alternative. Thus, measures intended to encourage . 
retention of labour in agriculture are offset by continuing encouragement 
of mechanization of that sector, while the possibility of raising employment 
in consumer goods industries, is limited by the very process of modernization 
and technological change or by measures to increase productivity aind to, • 
lower costs in both the production and distribution of those goods, 

¥ 

The most readily available short-term means of promoting employment 
open to most Governments is the execution of construction programmes in 
housing, urban infrastructure, highways and rural public works. Pressures 
on Governments for higher allocations to these programmes for their own 
sake are strong in any case. Such programmes have been prominent in the 
region since the 1950s, but they are generally of an intermittent 
character, depending on the state of public finances and the availability 
of external aid. Here again, employment promotion objectives frequently 
clash with demands for quick and efficient completion of projects and 
with the character of available technology. Moreover, public works 
projects lure into construction and out of rural underemployment a 
large volume of underemployed and unskilled rural labour that cannot 
afterwards easily shift to other non-agricultural occupations. The 
public agencies are rarely able to maintain a smoothly rising level of 
employment in construction over a long period, and unemployment statistics 
almost invariably, show higher rates in construction than in any other 
sector of activity, ' Large-scale projects for dams, industrial installations, . 
etc,, are necessarily discontinuous and leave behind them a demand for a 
much smaller and differently qualified labour force. Construction 
programmes have important linkages with.employment in supply industries,' 
but this implies an important negative multiplier effect once the programmes 
are curtailed« 

Small-scale labour-intensive rural public works programmes absorbing 
lccal underemployment are free from most of these dangers, and have been 
experimented with in various.Latin American countries in recent years, but 
have not reached an important scale. The major difficulty seerns to be 
that in countries where there is considerable spatial mobility of workers, 
general awareness of prevailing wage rates,'¡and also awareness of the' 
advantage of machinery, large-scale resort to pick-and-shovellabour 
remunerated in food and small monetary payments, as has been done 
successfully in other regions, is seldom practicable. 

/(f) Expansion 
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(f) Expansion of social services 

One of the most generalized trends during the 1960s and early 1970s 
has been the expansion and diversification of publicly-financed social 
services. The distribution of these services has continued to be very 
uneven, corresponding roughly to the differences between types of 
countries, between internal regions, between urban and rural settings, 
and between occupational and income groups, but the expansion has reached 
practically every country, region, and group to some extent. The lines 
of expansion have depended more on the relative strengths of pressures 
from within the societies and on the availability of external aid than 
on any coherent conception of the place of social services in a strategy 
for human development. The efficiency of such services has been low in 
relation to their claims on public resources, and they have generated 
new demands that will be increasingly hard to satlsfy within existing 
styles of development. In spite of these qualifications and criticisms, 
the social services are undoubtedly making important contributions to 
human welfare, are changing for the better the quality of the human 
element engaged in the tasks of development, and are creating new 
opportunities as well as constraints for development policy. 

(i) Eclucgtion 

Education has expanded more rapidly and generally than any other sector 
of the social services, and it also makes a larger claim on public 
resources. At the beginning of the 1960s, UNESCO urged a minimum "standard 
of 4 per cent of GNP devoted to education. The most recent UNESCO 
calculations (for 1959) show Costa Rica devoting 6.4 per cent of GNP to 
education, and Chile, Ecuador, Cuyana, Jamaica, Panama, Peru and Venezuela 
well above the 4 per cent line. Cuba devoted 7.5 per cent of "gross material 
product" to education in 1966 12/. More recent figures taking into account 
all sources of educational expenditure would probably add more countries 
to this list. As table 7 demonstrates, practically all countries devote 
more than 15 per cent of central government expenditures to education, and 
the central government is not the only source of educational financing 
(the anomalously low figure recorded for Brazil derives partly from the 
importance in that country of state and municipal financing of education, 
which is not taken into account in the table). In eight countries, education 
accounts for more than 20 per cent of cental governmental public expenditures; 
in four countries for more than 25 per cent. In a good many countries, the 
proportion of public expenditures devoted to education cannot be expected to 
rise any higher, in view of other urgent social and economic claims and further 
increases will have to depend on overall expansion of public sector resources. 

12/ Table 9.1 in UINESCO, Development and trends in the expansion of 
education in Latin America and the Caribbean.. Statistical Data 
(UNESC0/MINESLA/REF.2, Paris, 6 October 1971). 
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Table 7 

LATIN AI ERIC Ai SOCIAL INDICATORS 

A. Sduoatton 

CwSrtiy 

Priouy 
enrollpent 
e s a j s w e n t 

ace of the 

Secondary 
enrollment 

a3 a peroent 
age of the 

Higher 
enrollment 

ae a psviaat 
ago of the 

Increase in enroHnsnt in eatìh level of 

education between i960 and 197° 

CwSrtiy 

Priouy 
enrollpent 
e s a j s w e n t 

ace of the 

Secondary 
enrollment 

a3 a peroent 
age of the 

Higher 
enrollment 

ae a psviaat 
ago of the 

populismi»» 
ai'-7-13 

population 
of 14-19 

population 
of 20-24 Frlmasy Secondary Higher 

years of 

age (1970) 
years of 

aw (1970) 
years of 

age (1970) 

Argentina 3U,5a./V 38»%/ 16.2a/ 21.6 7&®8 78.0 

Bolivia 90.o0a/ 17»7a/ 7»%/ 101*2 8?,8 162,5 

Brazil 76.2 34, 5.3 64,4 46,8 349^ 

Colombia 62,7 20*5 ?*5 61*7 41.5 181,5 

Costa Risa ?%7 26*7 8*0 70*2 i6«7 142.6 

Cuba 103o8s/ £¿„80/ W 29.4 17:3S8 52-3 

Chile 94«2a/d/ 35*Oa/o/ 9.2a/ 64,9 60 <3 2 202,0 

Ecuador 36«7 2fc«5 6*9 63.7 13002 257*5 

El Salvador S2a0 2Q.2 ltv5 65.3 155S 83.4 

Guatemala 50»3x/ 10a5£/ 3.3£/ S4o? 5l«3 I73.I 

Haiti 31000/ 4.2o/ O03o/ 25.0 40,5 ~13O4 

Honduras 76,60/ 9.8c/ 1*5«/ 83*8 1230? X05.9 

Mexico 57*3 8»9 2.8 ihcó 12.-6 55.* 

Nioaragua 66 «6a/ 17.%/ 4.8a/ 83.7 252,6 307.I 

Panama 9 M 45.5 7 «»4 ' 57.8 101,8 122*5 

Paraguay 91o0 17.4 3.4 40,6 126C4 114.7 

Peru 8406f/ 33«0|/ 8o0|/ 62,0. 184,3 202.9 

Dominioan Ra pub Wo 8f>t>2 25*1 4,6 43.8 î6lo3 379.4 

Uruguay 100,1 56,2 8.7 0,4 49,6 21,4 

Venezuela ?3»2 4o,4 11,4 56.9 212.4 276.2 

Barbados * m e» -

Guyana - - m •• 

Jaraaloa - - m - -

Trinidad and Tobago m » «O - * 

Source: EC LA, on the basis of official data. . . . 
o/ 1971. b/ 6-13 years of age, e/ 1968, 7-15 years of age. e/ lé~13 years of-age. f / 1963, 
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Argentina 
Bolivia 
Brazil 
Colombia 
Costa Bioa 
Cuba 
Chile 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Maxioo 
Nicaragua, 
Panama 
Paraguay 
Peru 
Domlnioan Rapublio 
Uruguay 
Venezuela 
Barbados 
Guyana 
Jamaica 
Trinidad and Tobago 

Table 7 (continued l) 

B, Health 

Central 
government 
tax revenue 
as a percent 
age of the 
gross domes-
tic product 
(1970) 

Percentage of total eentrai 
government expenditure on 

Housing Education Health 

Death rate among 
children of 1-4 
years of age 

(per thousand in 
habitants) 

i960-
1962 1970 

Inhabitants 
per dootor 
1966-1970 

Distribu-
tion of 
doetor 
1968-1970 

6.1+ 1.8b/ 15.3b/ 6.3b/ 4.3 2,7 671 1.8 
8.5 5.2c/ 17.3 4.4 16,8 27.6 2 300 3.2 

10.3 0.8d/ 7.9 3-5 - 15«0 1 810 : 3.5 
9.8 - 15.3 8.0 15.4 11.7 2 250 

12.7 0.7 30.4 4.8 7.5 4.0 1 850 2.3 
- - - - 2.3 1.2 1 120 2.6 

21.8 19.7 8.2 8.2 3.3 2 l80 1.8 
10.4 - 22* 2b/ 3.56/ 22.2 16.6 2 288 2.9 
10.4 - 25.4 13.1 17.1 14.5 4 350 3.8 
7.7 US«/ 17.3 12.0 32,4 30.0 4 500 6.6 
5« 9 - 12.8 14.5 - 33» 0 14 700 9.3 

11.2 2.6^/ 21ol 9.6 14.1 20.0 3 600 4.2 
7.1 - 30»Ob/ 5.6b/ 23.8 10.6 1 750 3.7 
8.5 - 17 >4 11.9 - 13.4 2 010 2.8 

12 .,2 - 19.3 8.7 7*9 8.0 1 64o 2.6 
10,1+ — 13.7 5.2 9.4 6.9 1 816 4.2 
15.1 1.9 21.2 6.2 15» 7 7.9 1 320 2.8 
16.0 10,00/ 14.6 13.9 6.4 7.9 2 0 73 3.3 
13,6 - ' 26.0 S.7|/ U3 1.7 890 1.8 
12.1 4.4d/ 16.7 8.4 5.7 4.9 1 050 1.5 
2 6,6 4. le/ 20.8e/ 19«Ce/ 3.7 2.2 2 C90 2.1 

- m - - 3.2 4 270 2.6 
19«0 16.7V 8.9s/ 6.8 4.1 2 500 2.9 
14.3 16,0 8.1 2.5 1.9 2 200 2,1 

Source; Central government tax revenue as a percentage of the gross domestic product: IDB, Socio-economic progress 
In latin Aasrloa, annual report (Washington, 1971); infant death rate: PAHO/PASB/WHO, Health conditions 
in the Amarloas, I965-I966; remaining indioators: ministry of health publications based on four-yearly 
projections* 

a/ Dootors in oities with over 100 000 inhabitants divided by total number of doctors in the oountiy, multiplied 
by total population divided by population in cities with ever 100 000 inhabitants, 

b/ 1971. 
0/ Capital expenditure, 
d/ Housing and town planning, 
e/ 1970-1971. 
f/ 1968. 
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C, Nutrition 

ffi cr i-« CD 
-o 
n o 3 o M c 
en H> o 
3 

Country 

Indexes of the production of 
foodstuffs per inhabitant 
(1961.1965 average = 100) 

1971 
(prov.) 1967 1970 

Argentina 108 102 . 33 
Bolivia 100 99 97 
Brazil 110 108 
Colorcbia 100 104 105 
Costa Rica 103 129 135 
Cuba 107 125 98 
Chile 99 95 98 
Ecuador 100 9* 91 
El Salvador 96 103 104 
Guatemala 97 102 104 
Haiti 95 92 92 
Honduras io4 109 10& 
Mexico 104 105 101 
Nicaragua 110 116 120 
Panami 101 106 106 
Paraguay 106 103 101 
Peru 105 106 106 
Domini can Republic 92 94 96 
Uruguay 79 103 106 
Venezuela 112 120 119 
Barbados 108 86 77 
Guyana 91 84 80 
Jamaica 51 76 77 
Trinidad and Tobago - - -

Availability of calories 
pel' inhabitant 

Availability of proteins per 
Inhabitant (grams per day) 

Source: FAQ, The state of food and 
1970-1980 (Home, 1971)? 

Projec Consunj) ProJeg Proj e£ Consurajj Projejs 
1964-1966 tions tion tions 1964-1966 tions tion tions 

1970 1970 1980 1970 1970 1980 

2885 3 036 a* 3 O69 90.2 98.4 92.9 98.4 

1 76 5 1 902 1 997 2 122 45.8 49.1 49.1 55,6 
2 541 2 613 2 816 2 731 63.9 64.5 66.7 68.5 
2 192 2 160 2 103 2 233 50.1 48.1 47.7 51.2 
2 334 2 344 - 2 472 56.7 61.3 - 66.4 
2 501 2 688 - 2 762 62.8 63.1 - 65.7 
2 516 2 540 2 562 2 655 65.4 66.4 65.7 70.6 
1 848 1 906 1 993 2 014 46.7 48.0 46.5 51.2 
1 877 1 873 - 2 002 47.0 46.0 - 49.1 
1 352 1 972 m 2 145 49.2 49.7 - 54.4 
1 026 i 896 • 1 905 47.0 46.5 - 47.0 
1 930 2 042 - 2 203 48.6 52.3 mm 57.4 

2 624 2 660 - 2 698 66.5 67.1 - 67.4 

2 253 2 314 m 2 426 60.7 61.4 - 64.8 
2 338 2 429 - 2 661 62.5 65.4 m 73.5 
2 732 2 798 2 760 2 835 68,1 70.3 74.7 71.6 
2 271 2 1?4 2 341 2 428 61.0 57.1 ; 60.8; 64,9 
2 077 2 143 - 2 223 45.7 48.5 «• 50.4 

3 023 3 105 - 3 167 105.5 108.2 110.6 109.6 

2 367 2 524 2 359 2 641 61.1 63.8 59.9 67.1 

2 291 2 39.9 2 562 55.1 58.8 64.1 

2 276 2 ¿31 2 514 59.1 59.7 65.6 

2 361 2 442 2 708 63.9 66,8 75.9 

piglimi nary version CL 59-8 (August 15/2}» Food faianoe 
arid ̂ffiisvltyâ ,dsve\optaient ~„.Southi Ameri¡hv 1̂ 72. 

A.~ri cu? turai posto di ty projection »i»* «¿Ore»' 

•Pi 
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Table 7 (oonolusicn) 

D. COVERAGE OF PUBLIC SERVICES 

(Percentage of total population) 

Potable water Sewage disposal 

Urban Rural Urban 

Total Rural 

Scoiai security 
(peroentage of 
-the eoonomioally 
a età ve population 
contributing to 

I96I 1970 1971 1961 1970 1971 

1971 
1961 1970 

1970 or- major risks ) 

I96I 1969 

Argentina 66 66 67 1.3 17 18 56 32 32 • - 46,5 67.6 
Bolivia 45 59 62 _ 3 4 24 32 19 - 8.7 8.4 
Brasil 62 64 83 » 4 23 52 14 30 - 19.3 31.4 
Colombia 64 92 71 4o.o 48 47 61 53 67 19«. 2 6,, 4 14.4 
Costa Hioa 97 100 100 20.0 56 57 78 33 24 33.4 37.^ 
Cuba 60 100 89 45 51 74 37 38 1- - -

Chile 71 87 90 14.0 9 9 66 42 36 6.5 49.8 67.5 
Euuador 45 62 65 m . 8 9 34 55 47 1.2 12.0 16.1 
El; Salvador 57 73 67 _ 27 32 43 41 56 0o2 4.7 10.2 
Guatemala 33 96 97 - 12 12 38 23 45 - 2I.9 29.4 
Haiti 19 44 44 - 3 3 Itì - 8 - 1.2 1.0 
Honduras 53 100 93 6.8 10 11 3¿ 29 54 . 0.1 3.7 4.8 
MSiioo 50 84 73 - 30 29 57 21 50 -• 12.1 20,9 
Nicaragua 1+1 92 91 - 10 16 50 22 42 - 5.6 14.9 
Panama 97 92 98 - 10 49 74 61 65 O06 22.6 34.3 
Paraguay 22 38 33 = 6 6 16 15 14 - 30.9 9.6 
Peru 58 63 65 - 12 13 39 ¿3 55 0.2 22.5 27.8 
Dominican Republic 53 76 83 16,0 10 12 35 37 16 - I2.3 9.7 
Uruguay 67 89 91 2.3 22 22 '/'/ 45 52 - - -

Venezuela 46 83 92 - 76 50 60 31 42 3*3 11.3 22.9 
Barbados - 100 100 - 100 loa - -

Guyana - 96 98 38 36 - 39 -

Jamaica - 73 67 29 54 59 - 19 0.6 
Trinidad and Tobago - 99 99 95 95 96 51 0*3 

Source: Potable water and sewage disposal: PASB/WHO, Caaaunlty water supply .and sewage disposal prcr^cm&s in ' 
latin America and Caribbean countries (document Ho J3.S,5) p»3 and the annuel report of the Direator* p»5°l 

; scoiol security: EC LA on the basis of official infernation. 

/The expansion 
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The expansion of education has affected all levels. Primary enrolment 
in most countries has grown at rates well above the average annual 
3 per cent increase in numbers of children in the relevant age group. 
The proportion of children receiving no schooling is now quite small. 
Illiteracy rates have continued their long-term downward trend, as far 
as can be judged from the few 1970 census tabulations as yet available. 
Since adult education has received only token attention in most Latin 
American educational programmes, this downward trend affects mainly 
young people: except in a few countries most of the age group 15-19 is 
now literate. 

Nevertheless, Latin American primary education continues to suffer 
from the shortcomings that have been documented during the past years 
when the overall dimensions and coverage were much smaller. Except 
in the most educationally advanced countries only a minority (sometimes 
a very- small minority) of children complete the primary course (usually 
of six grades). The gap between rural and urban primary education continues 
to grow wider, and the rate of repetition of grades remains excessively 
high. Many children do not begin their primary education at the "normal" 
age of S or 7, but at 8 to 10, and leave after two or three years. Since 
the primary courses are planned for a six-year duration, it can be assumed 
that rhe education imparted is less efficient then if the courses were 
planned in cycles taking into account the number of years pupils actually 
attend. 

The most striking feature of Latin American educational statistics 
is the disproportion between rates of growth of primary education and of 
the middle and higher levels. Table 7 indicates that in the majority 
of countries middle-level education increased more rapidly than primary 
- in some cases four times more rapidly. In all countries except ore, 
higher education grew much more rapidly than primary, A few years ago 
the highest rates of increase were found at the middle levelt but more 
recently they have shifted to the higher. The moat recent statistics 
for Brazil 13/ show a particularly marked trends 

Primary Rate ot Middle Rate of Higher Rate of 
enrolment increase enrolment increase enrolment increases 

1970 12 812 000 4 ,2 4 083 600 12 0 5 . 425 500 24 .0 
1971 13 682 600 6 , 8 4 578 000 12,1 561 400 31,9 
1972 ( e c t , ) 14 523 500 6 , 1 5 273 600 15,2 694 100 23 .6 

13/ "Estrategia da Segunda Década para o Desinvolvimento, Informales 
sobre o Brazil", op.cit. 

/Even in 
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Even in the most educationally advanced countries of Latin America 
primary education continues to lag far behind - in terms of proportion 
of children completing the primary course as well as quality — the levels 
attained many years ago by most European countries« The effort to 
universalize a minimum education as an essential factor for national 
unit has been halting. Meanwhile, the proportions of the relevant age gr 
groups enrolled in middle and higher education have reached levels superior 
to most European countries, and vastly superior to the proportions in 
the latter countries at a time in the past when they had already attained 
universal complete primary education. Moreover, enrolment levels and 
rates of increase in the different types ••'of Latin American countries 
are much more uniform at the middle and higher levels than at the primary 
level. Even the countries that are lagging farthest behind in primary 
enrolment (in general the countries of the thrid group distinguished 
above) have raised enrolment at the middle and higher levels very rapidly. 
Almost everywhere expansion at the middle level has been mainly aimed 
at preparation for university entry rather than at technical-vccational 
specialization 14/. 

These trends suggest that the growth of tins educational systems 
has been distorted by pressures hardly compatible with the overt priorities 
of universal social rights, national integration and qualification of 
human resources for development that are endorsed by all of the Governments 
and set forth in paragraph 13 and 67 of the International Development 
Strategy, The key factors behind the type of development actually adopted 
include the demands associated with expansion of the urban middle strata; 
the raising of formal educational requirements for the betters-paid and 
more prestigious jobs as a means of restricting entry? and the greater real 
opportunities for social ascent offered by general as against technical 
education. 

14/ For detailed discussion of' these questions, see "Secondary Education, 
Social Structure and Development in Latin America" (E/CiW. 12/924), 
document presented jointly by the Economic Commission for Latin 
America and the Latin American Institute for Economic and Social 
Planning at the Conference of Ministers of Education and those 
responsible for the promotion of science and technology in relation 
to development in Latin America and the Caribbean, convened by UISESCO, 
Venezuela, December 1971, The generalizations made here do not apply 
to Cuba, where public policy has insisted on an equalitarian and 
innovatory educational system as a key instrument for national 
unification and the furtherance of a socialist style of development. 

/The consequences 



- 48 -

The consequences inclucfe claims on the public resources available 
for education that are increasingly difficult to meet or to reconcile 
with the allocations needed for the upgrading of primary education; a 
general deterioration of quality as the middle and higher insti:iitions 
are unable to find teachers and complementary facilities to match the 
flood of poorly prepared students; chronic unrest and demands for 
revolutionary educational change combined with formidable resistance to 
coherent reforms of the educational system; increasing pressure from 
graduates, unable to find jobs elsewhere, for absorption within the 
middle and higher levels of the educational systems; and also in some 
countries pressures upon the newer "participatory" social programmes, 
which are in danger of becoming more effective as sources of employment 
for the middle strata than as means for overcoming the marginalization 
of the lower strata, 

A projection of the rising educational costs and demands suggests 
that the educational crisis will become increasingly serious during the 
1970s unless different real priorities emerge and the reforms now under 
discussion or experiment in a number of countries gain sufficient popular 
understanding and support for vigorous and coherent application. As in 
the esse of quantitative increase in other "problems", however, caution 
is needed in assessing the capacity of the systems to continue indefinitely 
along present lines, 

(ii) Health 

During the 1960s general health conditions - to the extent that 
these can be measured by life expectancy at birth, mortality rates among 
children 1-4 years of age, and incidence of infections diseases - improved 
significantly, and there is no reason to doubt that this improvement has 
continued during the early 1970s. The columns in table 7 on child mortality 
rates suggest that the only exceptions are Uruguay, which at the beginning 
of the 1960s had an exceptionally favourable rate, and several small countries 
in the third groud distinguished above, in which rates continue very high; 
apparent increases in some of the latter are probably due to improved 
reporting. 

The greater part of the gains in health conditions must be attributed 
to improvement in preventive and curative health services and in the 
extension of drinking water and sewerage systems. The relative importance 
of these factors can only be guessed at. Statistics on numbers of physicians 
and other health personnel per 1,000 population, on health expenditure 
per capita, and on percentages of population served by drinking water and 
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v sewerage systems show wide variations from country to country that do not 
correspond at all closely with rartcing of countries by other indicators. 
Comparisons and detailed conclusions from these data would require more-
intensive study of their meaining than can be made here. 

It is well known that expansion of the health services has involved 
a great deal of duplication, waste and inequity, with health ministries, 
social security agencies, welfare agencies, professional associations, 
private benevolent organizations and private medical practice competing 
with each other in relation to some sectors of the population while 
leaving others practically without protection. Even if health resources 
were to. be distributed with a maximum of equity and efficiency they would 
be insufficient to meet rising needs and demands. Eleven countries of the 
region, still have fewer than 5 physicians per 10,000 population, and 
in a good many countries the increase in the number of hospital beds 
has been inferior to the rate of population increase. In relation to 
this last point, it is worth emphasizing that during the last five years 
the costs of medical and hospital care have increased more rapidly than 
those of any other service, through the introduction of new kinds of 
treatment and equipment, salary increases, etc. At the same time, the 
demand for medical services is changing from the relatively inexpensive 
(in per capita terms) struggle against transmissible diseases to the 
relatively costly areas of degenerative diseases, mental illness, treatment 
of accidents, etc. In practically all countries, the health services 
are now second only to education in their claims on public resources, 
and the squeeze between rising demands end costs can be expected to make 
planning and clear priorities increasingly urgent. 

The larger cities continue to enjoy differential advantages in 
health services and in those parts of the infrastructure bearing on health, 
so that rising health levels are intimately associated with urbanization 
in spite of such offsetting negative factors as air pollution and traffic 
accidents. The column in table 7 showing ratios of physicians in cities 
of 100,000 or more inhabitants to those in the rest of the country 
indicates that this aspect of concentration remains significant, although 
probably less pronounced than in the past. An estimate of the capacity 
of coverage of basic health services in 1970 covering 26 countries of 

/Latin America 
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ä ••Latin America and the Caribbean,, prepared by the Pan-American Health . 
'."•¿i". Organization, gives a clearer indication of the., size of the continuing 

gap between urban and rural services 15/: , 

Localities 
(number of 
inhabitants 

Percentage 
• of total ' 
population 

Table 8 

Present. Number of 
number of • inhabitants 
health per health 
units. unit 

2 000-
2 0 0 0 - 2 0 000 . 
20 000-100 000 
100 000 or more 
Total 

45 
13 
14 
28 

100 

5 000 
6 000 
12 800 

24 400 

25 000 
5 400 
8 700 

11 400 

Capacity of 
coverage 
(per cent) 

20 ä 
SO £ 
loo ¡y 

6c 

a/ tstimated capacity of coverage on .the .basis of. one health unit 
per 5,000 inhabitants. 

bj Estimated capacity of coverage on the basis of one health unit 
per 10,000 inhabitants. 

The figures in table 7 showing percentages of urban and rural 
populations with access to drinking water and sewerage systems confirm 
the pattern,, In all countries except two, more than- 60 per cent of the 
urban population has piped drinking water; no rural population approaches 
this rate, and in eleven countries the rural rate is below 20 per cent. 
Improvement in communications between cities and rural areas normally 
accompanies urbanization, and it is probable that rural health gains 
have been greatest in the more urbanized countries. It is surprising, 

15/ Pan-American Health Organization: Documento Bàsico de Referenda. 
Proposiciones de Cambio y Estrategias de Salud para la Decada 
1971-1960.• Third Special Meetin of Ministers of Health of the 
Americas, Santiago, Chile, October 1972. It is estimated in this 
document that a rudimentary "health post" can provide elementary 
services for about 5,000 inhabitants while a more highly developed 
"health centre" can provide not just minimum attention but more 
complex basic health services for about 10,000 inhabitants (page 6). 
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v however, that the statistics for piped drinking water show a much wider 
gap between urban and rural populations in three of the most urbanized 
countries - Argentina, Chile and Uruguay - than in several countries 
of more recent urbanization - Colombia, Costa Rica, Panama and Venezuela. 

(niJ Social security ' r riirr» nil 

The proportions of the active population covered by social security 
systems offering protection against major risks have continued to grow 
in most Latin American countries, but the differences between groups of 
countries (corresponding roughly to the grouping by social, economic and 
demographic traits) remain very wide, as table 7 demonstrates. Argentina 
and Chile have systems covering more than two-thirds of the active 
population! it can be assumed that the same is true of Cuba and Uruguay, 
although statistics are not available. In these countries, rural 
workers are covered in principle and to a large extent also in practice. 
Argentina, Chile and Uruguay also provide allowances for children of 
insured workers (with the exception of domestic workers in Argentina 
and Uruguay). The five large countries, plus Costa Rica, Panama, 
Ecuador and Nicaragua, have large and rapidly growing social security 
systems covering most urban occupations; extension to rural workers is 
envisaged in principle, but for the most part has not yet bean attained 

^ in practice. In these countries, coverage in 1S59 ranged between 14 per 
cent and 38 per cent of the active population. Family allowances are 
not provided on a significant scale. In the remaining countries, the 
range of urban occupations covered is narrower, the rural workers are 
excluded, and in some cases the range of risks covered is also narrower» 
while coverage does not rise above 10 per cent of the active population. 
No Latin American country has been able to institute unemployment insurance, 
except for schemes for limited categories of workers in Chile and 
Uruguay, 

In the first group of countries, problems of costs and difficulties 
in collecting contributions and meeting obligations for benefits continue 
to be very serious. In the second group costs are becoming more 
burdensome, but the most controversial immediate questions relate to 
discrimination and regressive redistribution of income towards groups 
within the systems. 

/(g) Deficiencies 
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(g) Deficiencies in basic areas of consumption 

While levels of public social services have been rising, with 
positive consequences for the indicators of education and health, there 
is no significant evidence of improvement for the lower-income majority 
in two basic components of levels of living - food consumption and 
housing. In both of these areas the role of public services and 
subsidies, while increasingly important, remains subordinate to the 
interplay between family income, family decisions on distribution of 
expenditures, and capacity of the economies to supply the relevant goods 
at prices matching purchasing power. With regard to both food and 
housing, the. general position is that low effective demand determined by 
inadequate income levels, inefficient production and distribution systems, 
certain consequences of rapid urbanization combined with high overall 
population growth, certain consequences of the dependent modernization of 
consumption patterns, and vacillating or self-defeating public policies 
add up to the continuation, or possibly deterioration, of a chronically 
unsatisfactory situation. 

(i) Food supply and nutrition. The only nation-wide indicators of 
food supply are the food balance sheets prepared by FAO. These throw no 
light on distribution of food consumption by income group or internal 
region, and presumably show supply levels well above actual consumption. t 
Household dietary surveys are indispensable for more precise information, 
but up to the present these have been too limited in coverage, to answer 
the major questions. Nevertheless, the food balance sheets suffice to 
show that availability of calories per capita, availability of proteins, 
and availability' of animal proteins remain below international norms in a 
good many countries, that gains in 1970 and 1971 over the 1960's are small, 
and that the improvements up to 1980 that can be projected from past trends 
or national objectives will not entirely erase the deficit (the national . 
per capita figures in table 7 may be compared with France's 1957 Li-vel of 
3,100 calories and 100.7 grams of proteins or with FAO minimum standards 
of adequacy ranging from 2,200 to. 2,600 calories and 32 to 44 gratis of 
proteins, depending on the national age structure and other considerations). 

-The food balance sheet data show differences between groups of 
countries similar to those revealed by other indicators, although with a 
few conspicuous anomalies. The most urbanized countries with high income 
levels and low rates of population growth also have the most adequate food 
supplies; in these countries stagnating agricultural-pastoral production 
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means a declining export surplus rather than a deficient national diet. 
The large countries, along with Chile and Cuba, are at middle levels in 
per capita food supply. Most of the smaller countries are well below 
the regional average, and their projections show serious inadequacies 
continuing Up to 1S80 (Paraguay, however, is among the leaders in per 
capita food supplies). 

When the national average is inadequate or barely adequate under 
conditions of extreme inequality in income distribution it can be presumed 
that the diet of the lower-income groups and depressed regions is far 
below an acceptable minimum, while the more prosperous groups consume a 
good deal more than the minimum requirements. A FAO estimate of probable 
daily calorie intake by income group in 1970, based on calculations for 
eight countries gives at least a rough indication of the range of inequality: 

Income level 
Top 5 per cent 
Next 15 per cent 
Next 30 per cent 
Lowest 50 per cent 
Average 

Source: FAO, Estudio de las perspectivas del desarrollo 
agropecuario, Vol. 1, Ch. V, "Como hacer frente 
a las necesidades de productos para alimentos" 
(PSWAO/l, August 1972). 

It can be presumed that the gap in protein intake is even wider, and 
also that there are considerable differences between strata within the 
lowest 50 per cent. Calculations of calorie intake in the lowest 50 per 
cent income group in individual countries give levels of less than 1,500 
for Bolivia and Ecuador, and barely over 1,500 for Peru. 

According to Brazil's reply to the UN questionnaire concerning the 
International Development Strategy, inquiries carried out in various 
localities indicate an average daily intake of 2,340 calories, 19 per cent 
below the amount available according to food balance calculations; in 
some regions consumption is as. low as 1,500 calories. The reply also states 
that the food consumption pattern has remained unaltered between 1960-1568 
and 1971/1972 16/. 

16/ "Estrategia da Segunda Decada para o Desinvolvimento. Informacpoes 
sobre o Brasil", op.cit., p.50. 

/Undernourishment and 

Calorie intake 
4,238 
3,313 
2,843 
2,039 
2,581 
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Undernourishment and malnutrition among children under five years 
of age have attracted particular attention because of the long-term 
implications for the quality of the population. Sample surveys carried 
out in 13 Latin American countries and 3 English-speaking Caribbean 
countries in different years between 1965 and 1970 indicate percentages 
of undernourished . children (calculated on the basis of a body weight 10 
per cent or more below theoretical normal weight) ranging between 37 and 
80. In 11 countries more than half the sample group was undernourished 
and in 7 countries two-thirds or more. Second-degree undernourishment 
(weight 25 per cent or more below the norm) affected 20 per cent or more 
of the sample in 5 countries 17/. The samples vary too widely in size 
and methods of selection to be comparable, but they indicate that the 
highest rates of child undernourishment are found in the' countries of 
Central America and the Caribbean. Serious undernourishment among young 
children results in a permanent stunting of physical growth, and this in 
turn results in a somewhat lower working capacity but also in somewhat 
lower food requirements for the adult population. In recent years, 
attention has been directed to the problem of irreversible brain damage 
caused by insufficient protein in the diet of very young children,, The 
actual extent of this evil and the degree of permanence of the damage are 
still not clear, but there is no doubt that the problem deserves priority 
attention in nutritional programmes as well as further investigation. It 
is becoming evident that the origins lie not only in the overall inadequacy 
of food supplies in low-income families but also in culturally-determined 
patterns of distribution of food within the family. The male family 
head gets the greater part of the proteins in the family diet. 

The urbanization process may or may not affect the overall availability 
of foods, but it has very important consequences for the characteristics 
of the food supply problem and the policy implications. Until recently, 
the greater part of the problem lay in rural areas, where inadequate diet 
was chronic and did not generate pressures for remedial action. This is 
still true in the smaller and more rural countries. In proportion as 
the low-income population concentrates in the cities and urban consumption 
patterns penetrate the rural areas, however, demands change and become 
more diversified. The basic diet probably remains monotonous, confined 
to a few staples, and there may be a nutritional loss as regards home-
produced vegetables, chickens, etc., while at the same time family.food 
expenditures are diverted in part to bottled beverages and packaged foods 
of relatively low nutritional content. However, low-income urban 
families become able to exert more effective pressures on the State to keep 

17/ Pan-American Health Organization, four-year projections of Ministries 
of Health for the period 1972-1975. . /the prices 
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vi the prices of basic foods low, and a good many of them gain access to 
free or subsidized foods distributed under various international aid 
programmes. At the same time, the State assumes wider responsibilities 
for maintenance of standards, prevention of adulteration and contamination, 

^ requirements for the incorporation of nutritional additives, etc. (for 
example, in 11 countries of the region enrichment of wheat flour with 
iron and vitamin B is now legally obligatory, and in 8 it is optional). 
In countries where increases in the domestic food supply are sluggish, 
pressures for agrarian change strong and diverse, distribution systems 
costly and inefficient, and urban incomes low, however, it is hard for 
the State to carry out its new tasks and to reconcile their different 
objectives within a coherent policy. The strains become all the more 
severe insofar as income redistribution is seriously attacked, in view of 
the relatively high income elasticity of demand for food and the low 
responsiveness of the production ahd distribution systems. 

The resultant policies that are now coming to the fore in an 
increasing number of countries include: (i) curtailment of consumption of 
the foods most costly to produce (mainly beef) through prohibition of 
their sale during certain periods (this policy is resorted to both by 
countries trying to increase the supplies available for export and 
countries trying to restrict the costs of imports); (ii) incentives to 
the production and consumption of other foods of high nutritive value that 
can be more cheaply produced domestically (fish, chickens, eggs, etc.); 
(iii) price controls and subsidized imparts of basic staples; 
(iv) disincestives (through taxation, production controls, price policies) 
to the consumption of items considered harmful to health or undesirable 
in their diversion of family resources from basic foods .(alcoholic 
beverages, tobacco, etc.); (v) distribution of basic foods through' state 
agencies, co—operatives and various new consumer-protection organizations, 
so as to cut .middleman costs and ensure adequate supplies at official 
prices to urban low-income groups; (vi) special systems of distribution 
(through schools, clinics, community organizations, mother's associations, 
etc.) of milk and other protective foods to ensure that they reach young 
children. 

During the 19?0's these and related measures can be expected to 
increase in scope and coherence, in spite of the formidable problems of 
organization and equitable functioning that they imply. From the 
standpoint of overall development policy, the difficulty remains that 
measures such as these almost unavoidably increase the advantages of the 
metropolitan centres ever the more concentrated and closer1 to the centres 

/of power. 



of power. Administrative resources and the specialists needed for 
food supply programmes (nutritionists, social workers, community 
organizers) are more readily available in them, and interest-group 
organization among the low-income groups is usually more advanced. 

(ii) Housing. Housing problems and relevant policy approaches 
in Latin America differ according to three main types of setting. 

In the strictly rural areas standards of shelter almost everywhere 
have been very low, corresponding to prevailing poverty, family building 
capacity limited by locally available materials and simple traditional 
building techniques, and disincentives to housing investment associated 
with prevailing systems of land tenure. For most of the region there is 
no reason to believe that overall rural housing levels have improved or 
deteriorated very much, since the, previous constraints have continued, 
while the rural population has grown slowly enough to permit reproduction 
of the previous types of housing without much difficulty. Deterioration 
can be detected in zones where the proportion of landless labourers has 
increased, where subdivision of already inadequate plots has reached 
extremes, or where massive outmigration of the youth has left behind an 
ageing and apathetic population. Substantial improvement can be found 
in some otter zones, particularly those of agrarian reform, where public 
agencies have undertaken significant rural housing programmes, but-these 
have reached substantial parts of the rural population only in a few 
countries, notably Chile, Cuba, and Venezuela. Programmes of public 
services related to housing, especially drinking water, supply and 
electrification, have advancad somewhat more rapidly, but in most countries 
they have reached only minorities of the rural population as yet. The 
rural housing problem is naturally a still more important part of the 
overall housing problem, and the likelihood of deterioration greater, in 
the third group of countries previously distinguished. 

In the small towns and slowly growing provincial citie^ traditional 
housing standards have been relatively satisfactory. Here too there has 
probably been little overall change for better or worse in housing, but 
the gains in electrification, water supply and sewerage have been more 
pronounced. 

During the past two decades attention has centred on the housing 
problems of the rapidly growing urban centres, where deficiencies are 
acute rather than chronic and where pre-existing techniques for the 
organization of housebuilding have for some time been manifestaly incapable 
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of preventing deterioration in the situation. Attempts to quantify 
the problem have taken two main forms: calculation of housing deficits 
and calculation of numbers of families living in urban "marginal" or 
"uncontrolled" settlements. Both of these forms reflect diagnoses 
of the problem and policy approaches that are now giving way to different 
diagnoses and approaches under the pressure of necessity. 

The calculation of housing deficits compares the stock of housing 
which meets defined minimum standards with the number of families needing 
shelter. Most national authorities of the region made calculations of 
this kind during the early 1950*s and came to alarming conclusions, 
particularly when rates of increase in the urban housing deficit were 
projected from rates of formation of new families and rates of deterioration 
of the existing housing stock. The calculation of deficits was associated 
with the formulation of housing plans calling for construction of given 
numbers of new units per year and with the availability of substantial 
external funds, mainly in the form of low-interest loans, for financing 
housing construction and the associated infrastructure. For a time, such 
quantitative housing objectives played an important role in election promises. 
Since then, the size of the deficits, if calculated in this manner, has 
undoubtedly increased, particularly in the more rapidly urbanizing countries 
of the second group, where data on rates of housing construction show wide 
year-to-year fluctuations but few consistent upward trends. The urban 
population has increased more rapidly than the stock of "normal" housing, 
it has rarely proved possible to attain the planned objectives for more than 
a year or two at a time, and external aid for housing construction has 
dwindled. Nevertheless, ore finds few recent official estimates of housing 
deficits and the symptoms of urban overcrowding are not as acute as might 
have been expected 18/. In practice, a good deal of the pressure has been 

13/ Estimates of deficits vary widely, according to the criteria used 
and the agency making the estimate, and the very different problems 
of urban and rural deficits are frequently lumped together in them. 
Housing data from the 1970 round of censuses are as yet available 
only for very few countries, and there is no satisfactory basis for 
making up-to-date quantitative evaluations of national housing levels 
or deficits. The 1971 annual report on socio-economic progress in 
Latin America of the InteiWVmerican Development Bank states that the 
1970 quantitative deficit of housing in Latin America was estimated 
at between 15 and 20 million units - a formulation that suggest the 
lack of precision or comparability of the sources. This estimate 
can be compared with two earlier sources. According to a 1965 UN study, 
(18/ continued) 
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relieved by unconventional housing "solutions" that initially were viewed 
as the most alarming feature of the "problem". 

The growth of settlements built by their occupants, disregarding 
housing standards and zoning regulations, lacking normal urban infrastructure, < 
around the fringes of the cities and on various types of urban wasteland 
(steep slopes, land subject to flooding, garbage dumps, etc.) first attracted 
attention during the 1950*s. It soon became obvious that the population 
of these areas was growing more rapidly than that of the cities proper, 
and a long series of international reports- have repeated estimates of their 
size, recited their picturesque local names, and called for remedial action. 
As investigation proceeded and as the irregular settlements continued to 
grow it became evident that the phenomenon was more complex than originally 
supposed and by no means so one-sidedly negative. For the most part, the 
settlements proved to represent determined efforts by low-income groups 
already established in the cities to meet their own needs for shelter and 
security, rather than camps of rural migrants or centres of delinquency 
and discontent. 

As the national housing programmes relying on stimulation of conventional 
construction enterprises, tax exemptions, financial subsidies, promotion 
of housing investments through savings and loan associations, etc. gradually 
demonstrated their inability to relieve housing shortages except among the « 
middle-income strata - or even found their resources diverted into luxury 
and resort housing - attention increasingly turned to cheaper and less 
conventional techniques involving overt or tacit recognition of the 
legitimacy of the irregular settlements - provision of water5 electricity, 
sewerage, paved streets, playgrounds and shopping centres; relocation of ^ 
settlements from radically unsuitable land; supply of building lots with 
minimum services; supply of cheap building materials and technical advice; 

18/ (continued) 
"on the-assumption that about 45 per cent of the urban population and 
50 per cent of people in rural areas live in. inadequate housing? the 
backlog of need in Latin America in 1960 is estimated at about 20.3 
million units of which 6.6 million were in urban areas and 13.7 million 
in rural areas" fWorld Housing Conditions and Estimated Housing 
Requirements. United Nations publication, Sales N° 65.IV.3, page 32). 
The 1964 IDS report on socio-economic progress, contains an estimate 
.of 14,930,000 "units for the deficit and states that the annual rate 
of housing construction would have to be raised from 423,700 units 
to 1,350,400'units in order to match population growth and permit 
replacement of deteriorated housing (p.129). Construction has certainly 
remained far below the latter rate, and it follows that a 1970 deficit 
calculated on bases similar to those of 1960 or 1964 would be far larger. 
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promotion of community organization. In Peru, the shift in policy was 
symbolized by official bestowal of a new name having favourable connotations: 
the settlements became "pueblos jóvenes" rather than "barriadas** 19/. While 
policies of this kind have been present, on a small scale, since the 1950*s, 
they have become more prominent since 1968 or 1969, particularly in Chile, 
Colombia and Peru. 

Policies of this kind respond in part to the approach set forth in 
paragraph 71 of the International Development Strategy for they imply self-
help, co-operative organization, and use of labour-intensive building 
techniques. Under present circumstances in most countries, however, they 
constitute more of an unavoidable expedient than a satisfactory solution 
to the housing needs of the low-income groups. They are compatible with 
continuing evasion of the problem of comprehensive planning of urban growth 
and with continuing urban sprawl, since they usually seek cheap or publicly*-
owned lands remote from the urban centres, do not confront the problem of 
high speculative prices of urban land, and require long journeys to and 
from work for their inhabitants. They are also compatible with continuing 
allocation of the lion's share of public housing subsidies and incentives 
to urban middle-income housing. 

(h) Participation 

In the context in which "participation" appears in paragraph 78 of 
the International Development Strategy - i.e., the preparation of plans 
capable of capturing popular imagination, enlistment of support for and 
active participation in the development process by all sectors of the 
population - important new initiatives can be detected only in a few 
countries that have embarked on basic changes in their overall style of 
development. "Participation" has been accepted as an objective throughout 
Latin America — at least in speeches and other public statements - since 

<i I in 11 11 !• I nuil I III n wm in I minimi 11 « HI 

19/ The change in policy emphasis was conspicuous in the terms of reference 
and discussions of an Intern-Regional Seminar on Improvement of Slums 
and Uncontrolled Settlements convened by the United Nations in Medellin, 
Colombia, in February 1970, to which ECLA contributed a study, El 
carácter estructural de los asentamientos no controlados en América 
Latina. See also Chapters VI and XIII in Social Change and Social 
Development Policy in Latin America, op. cit.; and Carlos Delgado, 
Tres planteamientos en torno a problemas de urbanizaci6n acelerada 
en áreas metropolitanas; el caso de Lima (CIDU, Santiago, 1969). 
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the early 1960*s. Recent statements by policy makers and development 
planners have placed a good deal of emphasis on past lack of participation 
as a reason for the ineffectiveness of planning and on the indispensability 
of more effective participatory mechanisms in the future 20/. In. practice, 
however, the kind of broad constructive participation envisaged has hardly 
been compatible with the overriding emphasis in the plans on investment 
for increase in GNP, with the prevailing distribution of power- and of the 
fruits of development, with differences in class interests and ideologies, 
with low educational levels, and with inadequate access to information 
for the making of rational choices. 

The initiatives aimed at promoting participation have taken two main 
forms: 

(i) Attempts by the national authorities and planning agencies to 
channel, regulate, and bring into harmony with planning objectives the 
efforts being made by different classes and groups to organize- themselves 
in order to defend their own interests and advance their claims"to-a 
larger share in the fruits of development. These attempts apply- mainly 
to groups which are already organized to some extent and are participating 
to the best of their ability, according to their spokesmen's views of 
their interests, but they have also involved attempts by political regimes 
to bring into being new organizations shifting the internal balance of 
power in specific directions. 

(ii) Campaigns and programmes emanating from the authorities-or from 
voluntary bodies encouraged by them, designed to enlist community-initiative 
and under-utilized manpower in local public works, housing, and provision 
of services, so as to increase productivity and raise levels of living at 
minimum cost to the State. These efforts, unlike the first type,-have 
been directed mainly towards strictly local organization and participation, 
and have focused on rural and urban groups assumed to have little-or no 
capacity for organization and participation without mobilization and 
guidance from outside. 

.20/ A number of the papers prepared - mainly by former finance and economy 
ministers and heads of planning agencies - for a Planning "Seminar 
organized in Santiago in July 1972 by the Latin American,Institute 
for Economic and Social Planning, the Organization of American States, 
and the Inter-American Development Bank stress this point. 
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It is significant that both approaches to participation are often 
conceived as alternatives to existing political processes and interest-
group struggles, which have proved intensely frustrating to planners. 
"Participation" is thus envisaged as a combination of mechanisms through 
which the competing social forces and groups can be educated to present 
more rational and manageable demands and persuaded to internalize or 
accept with understanding the demands the development process will make 
on them, while the voiceless or "marginal" groups are introduced into 
the system in an orderly and gradual fashion. Ideally, participation 
should result in class and interest-group antagonisms being superseded 
by awareness of the over-riding national interest of development. Such 
a conception seems to underlie the recent creation in Peru of the Sistema 
Nacional de Apoyo a la Mobilizacifin Social (SEMAMOS) (National Social 
Mobilization Support System). 

People do not participate in "planning" or "development" in the 
abstract. They participate in specific functions or activities of the 
State, the society and the economy as producers, consumers, wage-earners, 
vendors, clients of public services, neighbours, parents, students, etc. 
It is impossible to generalize for Latin America concerning any of these 
are>33 of participation. Reliable recent quantitative information on trends 
is almost entirely lacking, and evidence of important new trends refers 
only to a few countries. 

The importance and roles of the trade unions - the main traditional 
form of organization of wage-earners - have been affected by political 
vicissitudes in a number of countries, but have not changed very much 
for the region as a whole. In most countries the trade unions continue 
to include only a small minority of the urban labour force, mainly in the 
more modern and better paid occupations; their relative size is naturally 
greater in the two most urbanized countries, Argentina and Uruguay. In 
both of these countries their militancy has been heightened by the impact 
on employment and real wages of sluggish economic growth combined with 
inflation. 

In two countries, Chile and Peru, the question of workers' management 
has come to the fore, under quite different circumstances. In Chile, 
the policies aimed at enlargement of the "social area" and "mixed area" 
of production combined with abandonment of their properties by a number of 
industrialists and severe labour conflicts in other industries, are giving 
the workers an increasingly important role in the management of industries. 

/in Peru 
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In Peru the Ley General de Industrias of 1970 calls for the creation of 
"comunidades industriales" in all enterprises employing six or more 
workers and with a capital over one million soles; similar laws apply 
to mining, tele-communications, and fisheries. These "communities" are 
expected gradually to acquire up to 50 per cent of the share of the 
enterprises, over a period of 30. to 50 yearó, out of a proportion of 
the enterprises* profits. The approach to workers* management is thus 
relatively slow and the ultimate forms are not clear. 

Organizations of the rural population - whether as producers, 
marketers, wage-earners, consumers, or community members - aro very 
diversified but in most countries continue to cover only small proportions 
of the relevant population groups. The growth of peasant unions and 
rural co-operatives has continued to be slow and vulnerable to national 
political changes. Again, the main recent exceptions are Chile and 
Peru, where vigorous agrarian reform programmes are largely responsible 
for rapid growth and change in rural organizational forms, with official 
support concentrated on Centros de Reforma Agraria in Chile and Sociedades 
Agrícolas de Interés Social in Peru. Both experiences are very rerant 
and still in process of evolution. The future relationships of the 
new organizational forms to peasant unions, co-operatives and other 
pre-existing organizations aro not year clear, nor are the implications 
of the increasing social differentiation that is emerging from present 
reform policies - i.e., between independent commercial farmers, agrarian 
reform beneficiaries in more or less cor-operative or collective forms 
of exploitation, landless labourers and peasants who own plots of land, 
but not enough to provide them with a proper living. 

One participatory trend which is of considerable interest,, although 
it is hard to evaluate, derives from the nature and growing size of the 
"marginal" urban groups referred to; above in various contexts. Since 
these groups have only precarious, links with the'occupational structure," 
trade union organization is hardly relevant to their needs, and their 
incomes and educational levels are too low for consumer co-operatives 
to function well, among them. .Their most urgently felt needs are for 
low and stable prices for basic foods and public transport, for secure 
shelter, for educational and health services, for jobs, and increasingly 
for consumption subsidies - free or subsidized distribution of foods, 
clothing and building materials. With regard to all of these needs they 
view the State as the most likely source of aid, and local politcal 
participation - exchanging of votes for favours - as the most promising 
tactic. In practice, the results have been less formidable for the 
authorities and less transforming for the low-income urban strata than 
was often predicted a few years ago. To a large extent, participation 
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has been atomized in a competitive pursuit of favours through contacts 
with influential persons, or dissipated in populist campaigns on behalf 
of leaders temporarily capable of enlisting the hopes of the marginal 
groups. Public policies have combined limited material assistance with 
limited creation of jobs and with efforts to stimulate community initiative 
and self-help. Evaluation of these policies depends on judgements 
concerning the capacity of the existing economic and social structures 
eventually to absorb the marginal population in a fashion consonant with 
values of equity and human welfare. To the sectors of opinion affirming 
this capacity, these policy orientations are correct. To other sectors 
of opinion that identify themselves with the need for a fundamental 
transformation of national structures, however, the same policies foster 
an unacceptable reconciliation with things as they are. 

Since the urban marginal strata first emerged as an identifiable 
phenomenon there have been many initiatives, from within their own ranks 
and from external political mobilizers, to organize them for militant 
advancement of their own interests, mainly through seizure of land for 
housing and subsequent pressure on the authorities to regularize the 
situation and provide services. These initiatives have continued but have 
remained localized and, for the most part, hava not generated continuing 
politization. Paradoxically, while the mobilizers have often viewed the 
immediate struggles mainly as a prelude to more far-reaching confrontation 
of the marginal groups with the national power structure, it would seem 
that successful struggles for land tend to relieve tensions and reconcile 
the disadvantaged groups with the urban system. Efforts at wider 
organization of locality-based groups around issues of consumption, 
public services, and housing have been frequent but rarely lasting. 

The International Development Strategy (paragraph 70) specifically 
calls for full participation of children and of youth in the development 
process. As to children (thr.t is, the 12-14 ag^ group and under) 
"participation" necessarily relates mainly to the fruits of development: 
preceding sections have summed up the limited advances and the continuing 
deficiencies in relation to primary education, nealth, and nutrition. 
As to "youth" - the age groups in transition from full dependence on the 
family and the school, on the ore hand, to entry into the labour market 
and formation of a new family, on the other - the meaning of "participation" 
is much more complex and the very meaning of "youth" varies according to 
social class, degree of urbanity or rurality of the setting, and other 
factors. Empirical evidence concerning youth groups other than students 
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is very scanty 21 /. It can be inferred, however, from the urbanization 
process and from educational expansion in particular, that the.conditions 
for youth participation must be changing in important respects: 

(i) The proportions of youth with secondary and higher education 
are rising very rapidly, as was noted above. 

(ii) The remainder of the youthful age-groups (the majority in almost 
all countries) remain limited to an incomplete and low-quality primary 
education-- that nevertheless stimulates spatial and occupational mobility. 
Rural and small-town youth, better educated than their elders, are 
particularly prone to migrate to the larger centres, 

(iii.) Incorporation of youth into the labour force is becoming more 
difficult, partly because of the overall sluggish increase in demand for 
labour, partly because of the effect of the educational systems, which 
promote higher occupational aspirations without imparting specific 
qualifications. There is a persistent wide gap between the labour market 
for youth from the middle strata, with at least a secondary education, 
and youth from the lower strata, and there is hardly any mobility from 
one market to the other, but in both markets supply exceeds demand. 

(iv) The youth receiving secondary and higher education are introduced 
to specific kinds of political socialization; most of the time the majority 
react rather passively, but the combination of steadily increasing numbers, 
overcrowding and competition for places within the educational 
institutions, together with insecurity concerning future job prospects, 
suggests that these groups may present increasingly unmanageable challenge 
to current styles of development. It may be significant that in some 
countries student unrest has been spreading from universities to secondary 
schools. Political socialization of the youth receiving only, elementary 
education comes through different channels - particularly the mass.media -
and is presumably more superficial; lack of access to the organized sectors 
of employment and the rural or small-town origin of much of this group 
limits the influence of traditional channels of working-class political 
participation. Difficulties in communication and differences in objectives 
between the two main groups of youth can be expected to restrict the 
likelihood of their conjoint mobilization. 

21/ See Aldo E. Solari, Algunas reflexiones sobre la juventud latinoamericaii 
Cuadernos del 3LPES, Serie II, N° 14 (Santiago de Chile 1971); and 
A. Gurrieri, E. Torres-Rivas, J. González, Elio de la VEga, Estudios 
sobro la juventud marginal latinoamericana (Editorial Siglo XX, México, 
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(v) The styles of development prevailing during the 19608s have 
not been able to win the active allegiance of significant sectors of 
youth except intermittently and precariously. The gap between objectives 
and performance has been too wide, the functions allocated to youth in 
popular participation programmes too limited, and the contradictions 
between these programmes and local realities too conducive to disillusionment 
or radicalization. Officially-sponsored youth organizations and youth 
mobilization for development ends have been more limited in Latin America 
(with the exception of Cuba) than in Africa or Asia. 

3. "Social" components of development policy and planning: 

The International Development Strategy, after affirming that the 
ultimate purpose of development is to provide increasing opportunities 
to all people for a better life, goes on to assert that the more specific 
corollary objectives are both determining factors and end-results of 
development: integrated parts of the same dynamic process which thus 
require a unified approach. 

The need for greater coherence in the policies, plans and programmes 
bearing on development has long been obvious, but the preceding sections 
of the present chapter afford no grounds for belief that the social 
policies actually applied by most Latin American countries are now more 
"unified" than in the 1960Ss, either with each other or with overall 
development policies. The attainment of a "unified approach", in the 
sense in which the Strategy uses the term, calls for a more basic 
rethinking of policy criteria and planning methods, and also of the,, 
political preconditions for policies, than has yet been undertaken. 
During the past two years, the ECLA secretariat has participated with 
other United Nations bodies in an exploration starting from this proposition. 
Preliminary findings have been prepared and submitted for discussion to 
authorities on development analysis and policy, but the more difficult 
stage of practical application to specific national settings remains 
ahead 22/. 

22/ See "Preliminary Report on the Unified Approach to Development Analysis 
and Planning" and "Report of the Expert Group Meeting on a Unified 
Approach to Development Analysis and Planning", documents presented 
to the twenty-second session of the Commission for Social Development, 

. February 1973. , /At the 
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At the level of general statements of national development objectives 
- as in the preambles of the published plans - one finds a large measure 
of unification and also of uniformity from one country to another. For 
the most part, the objectives of the Strategy were officially-endorsed 
by the Latin American countries during the-1960*3, in quite similar terms. 
In the intervening years a considerable amount of progress has been made' 
in the creation, staffing, and endowment with common principles and 
techniques of the planning and research institutions on which a unified 
approach must ultimately depend. Practically every country now has a 
functioning national planning agency, and most have sectoral and regional 
bodies with several years of experience. The number of academic and other 
institutions engaged in development research has multiplied, communication 
between them has steadily improved through such mechanisms as the Consejo 
Latinoamericano de Ciencias Sociales, and in spite of the continuing 
inadequacy of basic information, understanding of regional problems and. 
of the. applicability of alternative policy approaches is undoubtedly 
much better than a decade ago. The thinking of development analysts and 
planners has changed and broadened strikingly during the 1960*s. 
Nevertheless, it must be kept in mind that advances of this kind, in 
institutions and in understanding, have been cited in international 
reports since the early 1960's as a sort of consolation for the insufficiency 
of more tangible achievements. 

As the preceding pages have indicated, "unification" is weak between 
general objectives and the programmes and projects incorporated in plans: 
in many cases a general objective of obvious importance is not linked to 
any specific measures, or only to measures of minor scope and the implicit 
expectation persists that the "social" objective will be attained as a 
result of overall - economic groi/th. Ties are even weaker between the 
overall development plans and the policies of sectoral agencies, .and 
between the declared policies of these agencies and what actually gets 
done. , 

Public activities bearing on human welfare and equity remain highly 
-compartmentalized, not only between major sectoral public agencies, but 
also between the sub-divisions of these agencies and the proliferating 
semi-autonomous programmes subsidized by the public sector. This means 
that possible supportive relationships between programmes are only 
intermittently taken into account, that the full range of alternative 
and complementary ways of reaching a broad objective is not considered 
systematically - each agency clings to its traditional tools - and that 
what shquld be treated as means or intermediate objectives are treated as 
final ends,. Diagnoses of public social action along these lines, however -
which have been repeatedly during the past few years - remain at a 
relatively superficial level. 

/More fundamental 
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.More fundamental hindrances to a unified approach lie in the limited 
ability to the State to reconcile, disregard, or find resources to satisfy 
the divergent aspirations and demands that focus on it, and in the very 
uneven distribution of power and participatory capacity within the countries. 
Social as well as economic policies thus become vacillating, mutually 
contradictory, and likely to generate future problems more serious than 
those they are intended to remedy. The political leaders and planners 
may be quite aware of the unsatisfactory aspects of their policy combinations, 
but unable, in view of political realities, to change them very much. 
Examples are easy to find in educational policy, employment policy, food 
supply policy, housing policy, and especially in policies relating to 
spatial distribution of development, A "unified approach" cannot realistically 
be conceived as a technocratic approach divorced from politics, nor can 
it realistically be conceived as a comprehensive approach in which the 
State tries to meet all needs of the citizens and to "unify"' all the 
well-intentioned measures that are urged on it. 

While it cannot be affirmed that any country in the neer future is 
likely to attain a unified approach in the literal sense, it is evident 
that various countries of Latin America aro evolving strategic orientations 
toward development that are quite different from one another but internally 
more coherent and less dependent on acceptance of the previously "developed" 
countries as models than before. These orientations seek to achieve 
unification through concentration rather than comprehensiveness. In practice, 
this implies that the dominant forces in the countries in question are 
acting on an explicit or implicit assumption that certain objectives - rapid 
growth in productive capacity and in exploitation of resources, transformation 
of power structures and of control over means of production, equalization of 
consumption and services among different population groups, elimination 
of external dependency - have over-riding importance at the present stage 
of development and in relation to the specific style of development aimed 
at, so that ether objectives, although legitimate in themselves, must be 
sacrificed for the time being, given only a residual claim on public 
resources, or simply left to whatever degree of satisfaction they can gain 
through pre-existing institutional forms. 

/Chapter II 





- 69 -

Chapter II 

ECONOMIC GROWTH 

1» The basic factors which condition appraisal? pluralism 
and heterogeneity «1 ir 11111 —i « i > i t̂ -ftemTTwrifci 

' In order to appraise a particular economic reality; it must first 
be decided whether a specific model is to be adopted as a reference 
pattern, and secondly, it must be determined whether the reality to be 
analysed is homogeneous. These two factors condition the whole appraisal 
both as regards its methodological aspects and as regards the degree of 
generality of the conclusions. In the case of Latin America, the need 
to consider the region as a whole makes it necessary to base the analysis 
on the variables which are common to the majority of the countries and 
have been operating in the same direction, but at the same time the 
multiplicity of situations increasingly tends to reduce the number of 
common elements, more on account of their dissimilar behaviour than because 
of differences in the nature of the variables. This means that any 
approach which claims to resume the most significant features of the 
region's evolution must conclude, paradoxically, that the main common 
features are pluralism and heterogeneity, both in the development model 
adopted and in the behaviour of the main variables. A brief review 
of some of the most outstanding features of the economic development of 
Latin America follows. 

(a) Pluralism in the dgveloj^ent modals 

Together with the approach adopted to the quantitative evolution of 
the main economic variables, an aspect which is acquiring growing importance 
is the study of the "quality" of development and measures needed (and 
also, consequently, their cost implications) to achieve the type of society 
desired. In a x-egional appraisal, it is indispensable to know what qualitativ. 
and long-term patterns will be taken as points of refcrcnce, since not only 
is there no accepted single model for a desirable society, but also the values 
adopted by the.duveloped industrial societies arc being questioned. 

The era of bare "development" or "industrialization" is over; interest 
is now particularly concentrated on determining "how", "why" and "for 
whose benefit". The stage of indiscriminate development is being replaced 
by another more discriminatory stage, which even talks about the evils of 
development, when, for example, the price of growth includes renunciation 
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of the national capacity for self-determination or marginalization of the 
majority of the population in terms of decisions and income, Thus, various 
possibilities for action are being put forward which are more concerned 
with the scale of values adopted than with an exclusive economic appraisal 
of costs and benefits. The question is now being discussed whether the 
pattern to which the developing countries should adjust should be the 
achievement for a minority, albeit a growing minority, of the forms of 
living of the developed countries, or whether, on the contrary, the 
emphasis should be placed on providing the whole population with more 
than the minimum nutrition, shelter, housing and education levels» In 
other words, the question is whether the increased development of the 
modern sector will be disseminated spontaneously and as a matter of course 
to the rest of the eccnomy, or whether the fairest and most efficient 
method is an explicit and resolute attempt to integrate the marginal and 
under-privileged sectors into the development process. If more specific 
questions are analysed, analogous alternatives occur there also, such as 
the extent to which geographical and economic concentration impels or 
hinders development} whether teams or individuals will predominate, or 
whether a new warld distribution of industry, based on the "dirtiness" or 
"cleanliness" of each activity will bs accepted. 

These basic alternatives, which are part of the very bases of social 
organization5 since they bring into question the real aims of. those 
bases, have not only been the subject of theoretical discussion, but 
have also inspired various trends of economic policy, Latin America, in 
particular, is living through a stage of profound changes and trying out 
new methods of handling its economy and solving its social problems. 
A simple enumeration of some present-day cases shows the intensity, variety 
and originality of Latin American pluralism where road to development are 
concerned. For example, in Brazil the. accelerated rate of growth depends 
basically on a modern sector which prefers to reproduce the patterns of 
production and demand of the industrialized countries. In Mexico, an 
attempt is being made to shift the emphasis of development on to distribution 
policies and industrial efficiency. In Peru, the State has taken the 
lead in governing the economy, and processes of agrarian reform and the 
transformation of the enterprise have been started. In Chile, there has 
been a transfer of power to the State as part of a process of transition 
to socialism, while in Cuba a socialist regime has been firmly implanted. 

These examples show clearly that there is no single model which must 
be taken as a frame of reference; each country has prepared its medium-
and long-term policy in accordance with its own orientation, which in turn 
reflects its particular conditions and the ideology of the governments. 

/There are, 
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There are, of cource, common elements, which are precisely those indicated 
in the International Development Strategy, but these form part of a 
process which varies from country to country, sometimes to a considerable 
extent. Each method has its own points of reference and places the factors 
under consideration in a different order of importance. In several 
countries, for instance, large-scale processes of expansion of production 
have taken place under normal market economy conditions. In other cases, 
however, the emphasis has been placed on the transfer of economic power 
from one social group to another, while in several cases the desire to 
extend the autonomy of national decisions has prevailed. These methods 
are far from being accidental or circumstantial, and it is probable that 
in the countries which have adopted them - or in others which may follow 
them - they will determine the form of future development. 

00 Structural heterogeneity/ • 

The Latin American economy is not only characterized by the different . 
models of medium- and long-term development which the countries have adopted, 
but also by the heterogeneity of its economic structure, which can be 
observed, whatever the criterion of grouping or classification adopted 
both in the region as a whole and within each individual country. Thus 
the annual per capita product of Argentina exceeds 1,000 dollars, while the 
figure for Haiti is not even 85 dollars, and the same differences are 
repeated between regions of a single country, (e.g., the situation in 
the North-East of Brazil compared with that in Sao Paulo). The result is 
similar if the problem is approached from the rural-urban angle (average 
personal income in.Rio de Janeiro is more than three times that for Brazil 
as- a whole, and average personal income in the Federal District of Mexico 
is twice the national average). Likewise, if sectors are analysed in the 
national context, it may be observed that agricultural productivity varies 
between one-half and one-fifth of industrial productivity, except in 
Argentina and Uruguay. 

As is obvious, the present-day configuration of the structure of the 
Latin American economy is the result of various factors. The outward-directed 
growth phase was characterized by the capacity to import generated by the 
primary export activities: this made it possible to satisfy the relatively 
diversified structure of demand and expenditure, especially in the high 
income groups, whereas, later the strangulation of the external sector 
led to the adjustment of the internal production structure to the existing 
pattern of demand, and the configuration of supply in the more developed 
economies was reproduced. However, the dynamism of this method encounters 
serious problems: the difficulty of bringing in new strata of population 
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at the requisite income levels, and the gigantic efforts being made to 
finance demand. Hence the need to promote exports to other markets through 
regional or sub-regional integration, 

An analysis of the differences between levels of productivity, and 
also of the population included in each stratum, brings out a basic 
contradiction, namely, that an attempt is being made-, as already pointed 
out, tq reproduce the very diversified structure of production of 
developed industrial societies, with average per capita incomes of rnore . 
than 2,000 dollars, in economies which do not have this structure of 
productiqn and whose level of incomes is about a quarter of the above 
figure, 

2. Growth trends 

(a) Evolution of thg domestic product 

In 1971, the overall grav/th target of at least 6 per cent per year 
fixed by the International Development Strategy was reached for the region 
as a whole, but a country analysis shows that of the 23 countries in 
question, only six attained or exceeded it (Brazil, Chile, Ecuador, Panama, 
Peru and the Dominican Republic), These countries account for 4-5.8 per 
cent of the population of Latin America and generated as a group 36.3 per 
cent of the region*s product. The rate of 6 per cent recorded for 1971 
is less than the 1970 rate, but more than the average observed during 
the 1960's (see table l). During this decade, the growth of the countries 
showed a varying degree of irregularity. The.countries with the most 
stable growth were Bolivia, Colombia, Costa Rica, ffexico and Panama, while 
the most irregular were Argentina, Guyana, Haiti, the Dominican Republic 
and Uruguay (see table 2). Figure I shows the annual fluctuations of 
the growth rate for the region as a whole around the average for the 
1960»s 1/. 

It may be noted that the three biggest countries carried considerable 
relative weight in the evolution of the variables under reviewed: 
in 1971, they generated around 69 per cent of the total product 
for Latin America, excluding Cuba, as may be seen from table 1. 
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Table 1 

LATIN AMERICA: TOTAL GRCSS DOMESTIC HIODUCT AT FACTOR COST 

I560 I97I 

Country 

1960- 1965-
1965 1970 

1970 1971 I960 1971 

Millions of dollars 
at i960 prioes 

Annual growth rate 
(percentages) 

Structure 
(percentages) 

Distribution 
of total 
Latin 

American 
population 
in 1971 

(percentages) 

Argentina 16 507.2 25 780.8 4.4 4.0 4.1 3.8 20.8 17.9 8.9 
Brazil 18 866.0 37 616.4 4.5 7.5 9.5 11.3 23.7 26.0 34.4 
Mexico 17 518.5 35 844,5 7.1 7.1 7.7 3.1 22,0 24.8 18.8 

, Subtotal 52 891,7 99 241.7 &à hi ££ é°2 68.7 62.1 

C olombia 4 935.7 8 646.7 4.6 5.8 6.8 5.5 6.2 6.0 8.2 
Chile 3 826.5 6 370,5 5.0 3.7 3.1 8.5 4.8 4.4 3.6 
Peru 3 139,7 5 370.2 6.5 3.3 7.5 6.0 3.9 3.7 5.0 
Venezuela 5 182,4 9 390.7 7.3 3.9 4,6 5.3 6.5 6.5 4.0 

Subtotal 17 084,3 29 778.1 hl M M 6ml 21,4 20.6 20.8 

Costa Rioa 492.1 993.3 6.5 6,9 6.6 5,0 0,6 0.7 0.6 
El Salvador 639.0 1 154.9 6.8 4.7 4,2 3.3 0,8 0.8 1.3 
Guatemala. l 067.4 1 843.5 5.3 5.0 5.6 4.8 1.3 1.3 2.0 
Honduras 329.I 584.5 5.5 5.5 3.0 4.3 0.4 0.4 1.0 
Nicaragua 354.6 745.3 10.2 4.4 5.1 4,0 0,5 0.5 0.7 
Panama 438.2 1 031a 8.3 7.8 8.2 8,4 0,6 0.7 0.5 
Haiti 396.4 445.5 -0.6 1.8 4.7 5.7 o,5 0.3 1.9 
Dominican Republic 640.7 994.8 1.0 6,6 5.5 7.4 0.8 0.7 1.6 

Subtotal 4,357,5 7,797.9, zà 5a5 S»5i 56 ¿à 2îi 

Bolivia 542.7 970.7 5.1 6,0 5*2 3.8 0.7 0.7 1.7 
Ecuador 1128.6 2 025.5 4,4 6,2 9.2 7.0 1.4 1,4 2,2 
Paraguay 426,2 695.4 5.0 4a 6.3 4.5 0,6 0.5 0,9 
Uruguay 1 770.I 1 973.7 0.9 1,4 4.5 -0,6 2,2 1.3 1,1 

Subtotal 3 867.6 ? 66^ M 6̂ 4 ¿.i M 5.si 
Latin America (excluding 
Cuba and Caribbean) 78 201.1 142 483,0 5à hl 6j8 6cl 9S.6 98.5 

Barbados 69.9 115.5 3.7 6,2 9.0 2.3 oa 0.1 0.1 
Guyana 153.7 233.I 2,7 4.9 2.3 4.6 0.2 0.2 0.3 
Jamaica 6O4.5 929.7 4.7 3,6 0.9 2,2 0,8 0.6 0.7 
Trinidad and Tobago , . 505.2 746.2, 4,2 3.2 2.2 3.1 0,6 0.5 0.4 

Subtotal Caribbean 1 33?.? 2 024.5 M M 2.0 M k 2 l i ï is5 

Latin America (exoluding 
Cuba.) 79,^.4 144 507.5 s a 6=2 6.0 100.0 loo.o 100,0 

S euro as EC LA, on the basis of official statistics. 
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Table 2 

LATIN AMERICA? RECENT ECONOMIC TRENDS 

Period 

or year 
Country 

Index 

of regu-

l a r i t y 

of eco-

nomi o 

growth 

a / 

Gross dornostio product b/ 

A g r i - Indus-

Total c u i - t r i a l 

turai o / 

Annual growth rate 

(percentages) 

External seotor 

Export Import 

quantum quantum 

Annual growth rate 

(percentages) 

Current 

aooount 

balance 

(mill ions 

of d o l l a r s ) 

a t i960 

prices 

I n v e s t -

ment 

c o e f f i -

cient 

(per-

centage 

of gross 

domestic 

product) 

1960-1965 Argentina 
I965-J.970 
1970 
1971 
I96O-I965 Barbados e / 

1965-1970 
1970 
1971 
1960-1965 B o l i v i a 
1965-1970 
1970 
1971 
1960-1965 B r a z i l 

1965-1970 
1970 
1971 
1960^1965 Colombia 

1965-1970 
1970 

1971 
I960J.965 C osta Rica 
I965-I970 
1970 
1971 
1960-1965 C h i l e 

1965-1970 
1970 
1971 
1960-1965 Ecuador 
1965-1970 
1970 
1971 

1960-1965 E l Salvador 
1965-1970 
1970 
1971 
1960-1965 Guatemala 

1965-1970 
1970 
1971 
I960-I965 Guyana e / 
1965-1970 
1970 
1971 

99.1 

82.0 

26.3 

53e1* 

22.3 

25.5 

32.4 

38.6 

47.2 

31.0 

169.8 

4.1t 3.6 5.6 5.0 o„6 -95a3d/ 20.2 
4.0 : 0.4 5.8 2.8 5.6 +51.5d/ I9.7 
4.1 1.5 6.2 1.4 -126.0 21,4 
3.8 -2.1 5.6 -8.6 6.3 -400.8 24,3 

5.7 4.3 7.4 10.1 9.2 -9.9£d/ 2 2 . V 
12.0 -0.5 12.1 6.9 12.1 -26.4fd/ • • • 

17.5- 8.0 I9.3 l4.l 21.5 -51.il/ 
10.0 -5.7 12.5 6.6 11.3 -61.6f/ • I» 

5.1 3.4 7.2 4.1 10.8 -35.W 16.7 
6.0 1.4 7.6 10.7 4.1 ~36.9d/ I9.3 
5.2 4.9 6.8 5.7 -5.5 -19.6^ 19.3 
3.8 5.3 3.4 -0.2 5.5 -38.2 18,5 

4.5 5.8 3,6 3.3 -6.8 -196,0d/ 17.7 
7.5 3.2 10.4 9.5 18.1 -252.il/ 17.3 
9.5 5.6 ' 11.1 6,0 15.6 -564.2 18a 

11.3 11.4 11.2 8„8 21,3 -1 201,6 19.3 
4.6 1 « i<«W 2.9 A ll —v.-r 19.2 
5.8 4.8 7.0 5.6 10,1 -l66.6d/ 19.0 
6.8 - 4.-> 8,2 -1.7 14,5 -248,7 20.3 
5.5 2.4 7.6. -0,3 -6.8 -287.9 18,9 

6.5 4.9 7.8 4.4 10.5 -30.W 21.9 
6A 5.0 3.5 12.9 10.1 -59. w 23.4 
6,6 2.0 9.2 4.5 24.2 26,7 
5*0 5.0 6.5 11.9 10.1 -109,6 26.8 

5.0 1.9 ' 6,7 5.5 0,8 -l77.6d/ I8.0 
3.7 2.5 M 9.8 -82,43/ 17.5 
3.1 5.0 0.8 -6.9 4,0 -81.4 17.4 
8.5 6.0 10.4 4.4 1.3 -202.2 l4.8 

4.4 2.7 5.8 7.7 5.7 -20,Od/ 14.3 
6.2 4.6 7.4 1.7 9.7 -6l,2d/ 15.4 
9.2 8.1 13.3 11.9 17.2 •010.3 18,5 
7.0 2.0 12.8 10.0 24.7 -119.7 19.3 

6.8 4.0 1 0 4 12,9 M -13.9d/ 1,4.1 
4.7 3.7 4.8 2.3 1.8 - 2 0 . ^ / 13.8 
4.2 6.4 2.7 -0.3 0.9 -0.7 12.2 
3.3 3.4 3.4 0.9 9.0 -29.6 13.2 

5.3 4a 6.4 11.3 9.7 -27.5d/ 10,5 
5.0 3.0 7.9 7.2 4,5 -28.5§/ 11.4 

Î'î 3.8 M 0.7 9.3 -0.7 11.7 
4.8 3.9 6.6 ,0,6 3.7 -23.8 13.1 
4.5 3.1 7.0 7a -8.2fd/ 20.4 
7.6 3.6 10.5 4,4 3.8 -22.2W 22.3 
5.8 2.3 6.8. 2.7 6.7 -21,If/ 21,1 
6.7 10.2 7,7 1.2 -0.2 -I9.0I/ ... 

/Table 2 (concluded) 
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Table 2 (concluded) 

Gross domestio produot b/ External seotor Invest-
Index ment 

of regu-
Agri-
cul-
tural 

Indus-
trial 
2/ 

Current coeffi-

Period 
Country 

or year 

larity 
of eco-
nomic 

Total 
Agri-
cul-
tural 

Indus-
trial 
2/ 

Export 
quantum 

Import 
quantum 

account 
balanoe 

(millions 
of dollars) 

cient 
(per-

centage 
of gross growth 

account 
balanoe 

(millions 
of dollars) 

cient 
(per-

centage 
of gross 

&/ Annual growth rate Annual growth rate at i960 domestio &/ 
(percentages) (percentages) prioes produot) 

1960-1965 Haiti 634.8 -0.6 0.6 -1.0 -5.4 0.4 -11.74/ 6,2 
1965-1970 1,8 1.3 4.0 1.3 0,9 -6.5d/ 5.8 
1970 4.7 0.2 16.2 -11,6 12.5 -3.6 6,9 
1971 5.7 6.4 7.3 20,5 6.1 •1.9 7.0 

I960-I965 Honduras 38.6 5.5 4.9 7.5 9.7 11.7 -7.5d/ 15.4 
1965-1970 5.5 3.9 7.8 7.2 11.3 -31.6d/ 18,4 
1970 3.0 2.2 1.8 3.1 , 17.4 -64,0 21,4 
1971 4,3 4.4 . 4.9 6.3 -9.1 -35*5 16.3 

1960-1965 Jamaica h/ 54.2 4.7 2.4 5.3 6.9 6.3 -15.9fd/ 20,0 
1965-1970 

54.2 
5-2 0.8 ' 5.8 8,3 11.7 -82.673/ 23.9 

1970 8.0 8.7 10.0 12.0 15.3 -148.657 25.5 
1971 • • • • • • • • « 3.9 5,0 -163.2f/ 27.0 
I96O-I965 Me:cioo 26.5 7a 4.8 8.5 5.7 2.8 -275,3d/ 19.5 
1965-1970 7.1 2.8 8.8 5.3 10.2 -518.63/ 20.4 
1970 7.7 5.6 8.3 -3.1 18.7 -855.4" 21.0 
1971 3.1 3.0 2.5 5.3 -3.3 -709.6 20.6 

I960-I965 Nicaragua 49.6 10,2 11.5 14,9 16,6 17.5 -13.03/ 17.7 
1965-1970 4.4 1.5 S.o 2.5 3.9 -47J.V 

-43.6 
20.2 

1970 5.1 2.5 7.4 6.8 U.3 
-47J.V 
-43.6 19.2 

1971 . 4,0 4.7 4,0 0.9 6.2 -50.3 20.2 

I960-I965 Panama 22.4 8.3 6.7 1 1 . 4 1 1 , 7 10.9 -33.5d/ 18.5 
1965-1970 7,8 4,5 10,3 8,6 9.9 -44,Od/ 

- 7 7 - 6 
2 2 , 4 

1970 8,2 1.8 l l . l 7.8 12,1 
-44,Od/ 
- 7 7 - 6 2 5 , 4 

1971 8.4 5.5 1 2 . 7 7.4 6,2 -76,3 25.3 
1960-1965 Paraguay 4o»4 5.0 4,6 6.3 . 5,3 5 . 6 -10.4d/ 12,2 
1565-1970 4,1 - 1 . 7 5.8 5.5 3.4 - 2 2 . 6 d / 1 5 . 0 
1970 6.3 4.0 7.9 6,2 -11.2 -16.5" 14.6 
1971 4,5 1.8 . 9.4 0.3 4.2 -20.8 15.1 
1960-1965 Peru 57.0 6.5 2.5 7.3 4.8 11.1 -40.2d/ 21.9 
1965-1970 3.3 1.3 4.1 3.3 2.9 -88,2d/ 20.8 
1970 7.5 7.0 10 a 7.6 6.6 +109,8" 17.2 
1971 6.0 1.0 7.3 -lo„4 1 . 7 -76.4 13.4 

I96O-I965 Dominican Republio 182,0 1.0 -1.3 -0.4 -6,7 5.8 -10.3d/ 15.8 
1965^970 6.6 4.4 11.7 8.0 15.7 -65.2d/ 

-IO3.6 
19.1 

1970 5.5 3.6 6,8 15.9 18.0 
-65.2d/ 

-IO3.6 24.3 
1971 7.4 7.5 9.0 8.3 15.4 -I35.I 28.1 
I 9 6 O - I 9 6 5 Trinidad 

58.1 6.3 4,6 8.3 -55.13/ 26.1 and Tobago e/ 58.1 6.3 0.5 4,6 8.3 8.5 -55.13/ 26.1 
1965-1970 7.2 4,0 7.2 3.8 3.6 -43,45/ 21.5i/ 
1970 4.8 1.3 1.2 0.3 8,3 459,4 • • • 

1971 6.9 1.2 4.5 10,3 15.4 -134.2 
1960-1965 Uruguay 280,8 0.9 3.1 -0.5 9.5 -7.7 -18.53/ 15.1 
1965-1970 1.4 0,8 2.4 -2,0 10.3 +13.23/ 12.9 
1970 4,5 3.0 4.7 -8,2 17.O -30.4 15.3 
1971 r0.6 -0.2 -1.8 -13.8 - 1 1 . 1 -39.8 14,7 
I96O.1965 Venezuela 4o,7 7.3 4.8 3.7 -0.6 +3l6.1d/ 16,9 
1965-1970 3.9 4.9 2.6 2,2 3.9 -38.13/ 17.2 
1970 4.6 4.6 3.7 3 . 1 1.5 -89.4 16.4 
1971 5.3 4.1 -0.4 -4.8 4.5 •18,8 17.9 
Source: ECLA, on the basis of official statistios. 
a/ Index of regularity of growth rate of gross domestio product during the 1960's according to the formula 

1°° = sJî L (ri - "here r̂  — gtwth rate for year "i" 
? » r = average growth rate for the period, and 

n =» number of periods 
b/ At factor oost (the figures in absolute values are expressed in dollars at i960 prices). 
0 / This seotor includes the following eoonomio activities: mining, manufacturing and construction, 
d/ Annual average. 
_e/ Growth rate of eeotoral gross domestio produot based on absolute figures expressed to national ourrenoy at 

current prioesj figures for external seotor expressed in dollars at current prioes. 
f / Dollars at current prioes. 
jg/ 1960-1964. 
b/ Absolute figpires for seotorel gross domestio produot expressed in national ourrenoy at i960 prices. 
1/ 1965-1968. 

/ A p p e n d i x t o 
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Appendix t o table 2 

SALIENT DEVELOPMENTS m 1970 AND 1971 

Argentina 

1970 - Reduction in livestock supply; Increase in public investment} publio sector undertaking to purchase 
locally produoed goods} export promotion» 

1971 - Sharp reduction in supply of livestock and cereals; maintenance of publio sector expansion policy} 
deorease in exports and net outflow of capital. 

Barbados 
1970 - Sharp inoroaso in sugar produation; publio cpending polioy; inorasse in income from -tourism. 

1971 - Smaller sugar output; increasing trade deficit; larger inoome from tourism; increase in public 
expenditure on construction. 

Bolivia. 

1970 - Administrative reform, financial reorganisation, State takeover of sugar and oil companies; 
contraction in inflow of capital; suspension of petroleum sales to United States» recovery of 
agriculture, manufacturing and mining of metalliferous ores. 

1971 » Increase in agriculture due to favourable weather conditions} increase in petroleum production and 
exports; stagnation of mining of uotalliferous ores and drop in metal prices resultingin-tdufIcit on 
current acoount} reduction in fiscal in corte; incentives to foreign capital, 

Brazil ( 

1970 - The motorvehiole and ohemical industries and the demand deriving from publio investment aooourrted 
for the vigourous growth of manufacturing} reduction in output of coffee but inoreases in other 
agricultural commoditfessj large inflow of non-oompensatory capital, 

1971 - Expansion of the motorvehiole industry and of public investment in infrastructure; increase in the 
production of coffee and other agricultural commodities; significant rise in imports} considerable 
current account deficit; large-scale inflow of non-compensatory oapital} balance-of-paytnents surplus; 
export promotion policy, 

Colombia 
1970 - High coffee prices, declino in exports and rise in the value of inports} increased public investment 

and external credit; larger supply of industrial inputs; increase In deficit «1 current aooount; 
inflow of non-compensatory capital and surplus on balance of payments. 

1971 - Drop in world coffee prices; reduction in agricultural production owing to weather conditions} trade 
deficit; net outflow of capital; public investment finanoed by external credit, 

C osta Rica 
1970 - Favourable world prioes and increase in production of bananas, coffee and export livestock} 

maladjustment in produotion for the domestic market resulted in higher prices and an increase in 
imports» progredirne of expansion of domestio agriculture. 

1971 - Slcrwing-up of the growth of exports owing to the C entrai American C oramon iiarket crisis} consideratole 
increase in publio investment; shift of private investment to livestock produotion and tourism; 
increase in domestio agriculture; rise in the ourrent account dsfioit and net outflow of capital, 

Chile 
1970 - Drop in the price of oopper and smaller net Inflow of non-compensatory capital; balance-of-payments 

eurpLus; fiscal defioit due to expenditure on publio worIta; reoovery o'f agricultural production 
owing to favourable weather conditions; change of government in November and restructuring of 
eoonomlo policy, 

1971 - Changes in ownership of large production sectors; policy of raising and redistribution income} 
increase In manufacturing production by utilizing idle capacity} substantial rise in real wages, 
reduoticn in unemployment} growth of imports for consumption} drop in copper prices and net outflow 
of capital} balanoe-of-payments defioit, 

/Appendix (continued) 
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Ecuador 
1970 - Increase in production of agricultural commodities'; investment in oil and creation of export 

infrastructure, with impact on manufacturing production, reduotion in current account deficit and 
significant inorease in foreign investment* 

1971 - Reduotion in crops for domestio consumption and increase in export crops} industrial development laws} 
expansion of basio servioes and construction owing to foreign investment in oil, which conterbalanoe<$ 
the deficit on current account. 

El Salvador 
1970 ~ Significant increase in purchasing power of exports due to world coffee market conditions} inflow of 

capital for Acajutla refinery; financial incentives to housing oonstruotion, 
1971 - Deoline in coffee output; rise in production for home market} self-supply policy? increase in public 

investment in construction} Central American Common Market difficulties caused loss of momentum in 
private investment, 

Guatemala 
1970 - Growth of external demand} low cotton production and inorease in commodities for domestic consumption} 

larger volume of public investment} establishment of Agriculture! Development Bank, 
1971 Deterioration in external demand (c ommon Market problems) affected most production activities} 

substantial public investment} establishment} establishment of National Export Promotion Centre} 
larger supply of agricultural conuaoditles for home consumption. 

Guyana 

1970 - Drop in sugar industry output} increase in bauxite produotipn and exports} diversification of 
agricultural production, 

l?7l - Recovery of sugar production} majority share of,Government in bauxite industry} devaluation in order 
to maintain parity with United States dollar. 

H a i t i 

1970 - EXoellent weather conditions favoured agricultural production} rise in public investment and imports} 
larger inflow of capital. 

1971 - Growth of public investment in infrastructure; Port-au-Prince port and airport, hydro-eleotric plant, 
water supply system and road network} continued economic recovery. 

Honduras 
1970 - Return to normal conditions of activity after dispute with El Salvador} improved coffee prioes} 

decline in trade with Central America, 
1971 - Boom in export agriculture} weakness of domostio agriculture} reorientation of industry towards the 

home market} growth of banana exports} hitter tariffs} import controls, net inflow of non-compensatory 
capital 

Jamaica 
1970 - Buoyancy in bauxite and alumina production} increase in expenditure by Government and publia servioes. 
1971 - Deoline in growth rate of mining} expansion of tourism. 

Mexico 

1970 - Boom in basic and construction industries} sharp increase in tourism} recovery of agriculture with 
increase in commodities for domestio consumption} changes in price policy} increased inflow of non-
compensatory capital, 

19/1 - Incentives to exports} rise in certain taxes} curtailment of ju'alic investment} stricter monetary and 
credit oontrols} improvement in balanoe of payments; easing of inflationary pressures} weakness of 
consumer market} large-scale inflow, of non-compensatory capital. 

/Appendix (concluded) 
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Appendix to table 2 (concluded) 

Nicaragua 
1370 - Industriel development programmes? improved coffee prices and larger volume of exports» goverment 

investaent in public services. 
1971 - Substantial publio investment} high meat prices and strong demand from United States; recovery of 

export agrioulture; reduction in sales to Central American Common Market; net inflow of autonomous 
capital. 

Panama 
1970 - Adverse weather conditions; growth of domestic demand on the basis of larger external resouroes 

(particularly loans from private forei^i banks)J si giifleant increase in public spending. ' 
1971 - Reoovery of domestio agriculture deoline in petroleum, banana and shrimp exports, sharp increase in 

tourism; net inflow of non-compensatory capital. 

Paraguay 
1970 - Rise in exports of timber, meat, vegetable oils and palmettos; improvement In agricultural output, 
1971 - Unfavourable weather conditions leading to drop in production of some agricultural commodities; 

difficulties in world timber market; improved meat prices; substantial public investment; inoreased 
net external financing, with email inorease in international reserves. 

Peru 
1970 - Substantial fisheries production owing to ecological and technical faotors; inorease in public 

investment» increased credit to industry; reduction in foreign investment; foreign exchange control; 
continuation of agrarian refers; government control of export trade in fish meal« 

1971 - High degree of liquidity in traditional financial sector; establishment of machinery for finonoingj: 
the purchase of goods; increase in disposable personal income; substantial public sector investment. 

Dominican Republic 
1970 - Bumper sugar harvest; inflow of capital (Falccnbridge ferro-niokel)} establishment of Agricultural 

Price Stabilization Institute; Agricultural Development Law} substantial publio investment. 

1971 - Favourable weather conditions; agricultural development policy; increased construction of dwellings; 
expansion ef hotel aooomodatlon; extension of road network and execution of irrigation, potier, 
transport and communications pro jeota, 

Trinidad and Tobago 
1370 - Absorption of unemployment through publio worîcs projects; State control of sugar industry and 

inoreased government share in petroleum industry; public sector took over banks and assumed control 
of basic industries. 

1971 - Construction of housing, roads, hotels, schools and desulphurization plant; policy of absorption of 
unemployment and State control of the economy; fisoal incentives to industry. 

Uruguay 
1970 - favourable weather conditions for agriculture; inorease in production and rirg in world beef prioes} 

deterioration in real wages. 
1971 - Adverse weather conditions} smaller volume of meat exports with impaot on the meat packing industry} 

reduotion in trade} deterioration in real wages} inoreased government spending. 

Venezuela 
1970 - Increase in domestio agriculture} expansion of basic services; considerably increased net inflow 

of -non compensatory capital, 
1971 - Rise in hydrocarbon prices, with considerable improvement in balance of payments and fisoal revenue» 

substantial increase in public investment, means of payment and credit to private sector} reversion 
of goods and assets to the State upon expiring of oil concessions} exploitation of natural gas by 
Venezuelan Development Corporation} control of petrochemical industry. 

/Figure I 
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Between 1970 and 1971, the average per capita domestic product for 
Latin America increased by 3,0 per cent, i.e., less than the target of 
3,5 per cent established in the International Development Strategy, which 
was equalled or surpassed by only five countries of the region (of the 
six referred to earlier in connexion with the overall GDP, Peru did not 
reach this target) (see table 3). This illustrates the effect of a 
population increase of nearly 3 per cent annually, which Latin America 
has been registering since the beginning of the 1960*s and which is higher 
than the increase of 2,5 per cent considered in the International Development 
Strategy, 

In a longer-term view, covering 1960 to 1971, it will be observed 
that seven Latin American nations (Barbados, Bolivia, Brazil, Costa Rica, 
Mexico, Nicaragua and Panama) exceeded the 2,6 per cent average annual 
growth rate of per capita GDP for the region. In two countries (Haiti 
and Uruguay) the per capita product dropped, while in the other fourteen 
the rate of increase recorded was between 0,7 per cent and 2,5 per cent 
annually. As may be seen from table 3, these different growth rates 
meant that between 1960 and 1971 there were important changes in the 
ranking of the Latin American countries according to their per capita GDP, 
It is worth adding that no degree of correlation was observed between rates 
of growth and levels of per capita product: the three groups shown in the 
table referred to contain cases of both slow and rapid growth. 

It is obvious that a given percentage increase in the product has a 
different real meaning wher applied to a country with a per capita product 
of 100, 1,000 or 3,000 dollars. In the case of Latin America, the overall 
rate of 3.5 per cent established in the International Development Strategy 
means, in fact, an addition to the annual per capita product of 36 dollars 
for each Argentinian, 3 dollars for each Haitian, and 18 dollars for the 
average Latin American, The same reasoning is valid for the different 
income levels which may occur within each country in regional terms and in 
terms of sectors of production and strata within the sactors. This makes 
it clear that, especially in countries out from very low levels and suffering 
from serious inadequacies, it is essential that, as stated in paragraph 18 
of the International Development Strategy, "qualitative and structural changes 
in the society must go hand in hand with rapid economic growth, and existing 
disparities - regional, sectoral and social - should be substantially 
reduced". 

/Table 19 
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Table 3 

UTK AMERICA: PER CAPITA GROSS DOMESTIC PRODUCT AT FACTOR COST 

(Dollars at i960 prices) 

i960 I97I 

Growth 
rate 

in I971 

Average 
growth rate 

1960-1971 

Inorease 
absolute 
terms 

between 
i960 and 

Latin America 391 519 3.oO 2.6 128 

Over 600 dollars 

Argentina 792 1 043 2.4 2.5 251 
Venezuela 669 844 1.8 2.1 175 
Panaaa 42? 710 4.9 4.7 281 

Trinidad and Tobago 608 687 1.3 1.1 79 
Mexico 486 683 -0.3 3.1 197 
Uruguay 6?6 675 -1.7 -0.3 -21 
Chile 498 644 6.6 2.4 146 

400 to 600 dollars 

Costa Rica 399 556 2.0 3.1 157 
Jamaica 371 456 « 1.9 85 
Barbados 300 451 1.6 3.8 151 

ffiider 400 dollars 

Brazil 268 392 8.3 3.5 124 
Peru 313 383 2.7 1.9 70 
Colombia 311 377 1»9 1.8 66 
Nicaragua 236 357 0.6 3.8 121 
Guatemala 276 340 1.8 1.9 64 
Ecuador 261 325 3.5 2.0 64 
El Salvador 254 324 -0.3 2.2 70 
Giçrana 273 304 1.7 1.0 31 
Paraguay 245 278 1.1 1.2 33 
Domini can Republic 205 221 3.8 0.7 16 
Honduras 178 2I9 0.9 1.9 41 
Bolivia 147 203 1.0 3*0 56 
Haiti 96 83 2.5 -1.3 -13 

Source; ECLA, on the baaia of offioial statistics. 
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- 82 -

In other words, in tackling the problem of massive and "abject" 
poverty - as the International Development Strategy puts it - it is not 
only important to speed up the.rate of growth of the economy, but it is also 
imperative to achieve a fairer, distribution of income and riches. Furthermore, 
as stated in paragraph 7 of the Strategyf "the ultimate objective of 
development must be to bring about sustained improvement in the well-being 
of the individual and bestow benefits on all. If undue privileges, extremes 
of wealth and social injustices persist, then development fails in its 
essential purpose", 

(b) Characteristics and structure of growth 

Looking at Latin American growth in terms of all the sectors of 
production over a relatively long period of time - trends in the major sectors 
will be considered in more detail in a later section - it can be seen that 
between 1960 and 1971 the regional product grew by some 82 per cent. Over 
this period, howeverf the agricultural product grew by only 47.4 per cent, 
while the industrial product grew by 98 per cent, basic services by 
105.3 per cent and other services by 82,4 per cent. The immediate effect 
of these movements was a decline in the share of agriculture in the total 
product from 19.9 per cent in 1960 to 16.4 per cent in 1970 and 16.2 per 
cent in 1971. The share of industry in the total product, on the other 
hand, increased from 29,5 per cent in I960 to slightly more than 32 per 
cent in 1970 and 1971. Over the same period, the share of basic services 
rose from 7.3 to 8.2 per cent. Other services grew at roughly the same 
pace as the total product, and thus their share remained at slightly over 
43 per cent. The manufacturing sector was the most dynamic component of 
growth, and its share in the total product rose from 21.7 per cent in 1960 
to close to 25 per cent in 1971. The share of construction remained constant 
at about 3.4 per cent, while that of mining, which grew less rapidly than 
the total product, fell from 4.4 per cent in 1960 to 4.1 per cent in 1970 
and 3,9 per cent in 1971 (see table 4), 

Within these overall figures there are substantial differences between 
individual countries. The decline in the share of agriculture was, however, 
fairly widespread except in Uruguay and Haiti, where the share of agriculture 
rose between 1960 and 1971, by 7.3 per cent in Uruguay and by 1.6 per cent 
in Haiti, It should be noted here that these are the only two countries 
in the region whos$ per capita product declined in absolute terms during 
the 1960*3, Table 5 shows by country the rate of the changes that occurred 
in the share of agriculture in the total product between 1960 and 1971, 
and the sise of the share of agriculture in 1971, 
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lyjle 4 

LATIN A M E R I C A ^ STRUCTURE OP GROSS DOMESTIC PRODOCT BY ECONOMIC SECTOR 

(Percentages) 

Sector I960 1970 1971 

Total 
percentage 
increase 
between 
X96O and 

1971 

1« iigri culture 19.9 16,4 16.2 47.4 

2. Industry 29.5 32 o2 32.1 98.0 

a) Mining 4.1 3.9 59.3 

b) Manufacturing 2^7 ' 24.6 24.8 108.1 

c) Construction 3.4 3.5 3.4 84.7 

3. Basic servioes 7»3 8.1 8.2 105.3 

4» Other services 43.3 43.3 43.5 82.4 

Total 100.0 100.0 100.0 82.2 

Sources ECLA, on the basis of offioial statistics» 
a/ Excluding Cuba and the Caribbean* 
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Toils 5 

LATIN AMERICA: SHARE OP AGRICULTORE IN CROSS DOMESTIC PRODUCT 

Country 

1971 
Share of 

gross 
domestic 
produot 

(percentage) 

1960-1971 
Change in 
share of 
gross 

domestic 
produot 

(percentage) 

1. Venezuela 6,6 •7.0 

2. Chile "22® 3 

3. Mexico 12.1 -27.1 

Argentina ' 12.6 -24.1 

5, Peru 17.5 -27 «4 

6, Brazil 19.1 ~13„6 

7* Panama 19.3 . -22.5 

8. Uruguay 20 ,7 7.3 

9, Costa Rica 22o6 -16,0 

10. Bolivia 22,8 -25.5 

11. Dcninloan Republic 25.4 -19.6 

12* Guatemala 26.1 -15.9 

13. El Salvador 27.3 -16.0 

14. Colombia 28.9 -15.2 

15, Nicaragua 29.4 -3.0 

16, Ecuador 29.9 -18.7 

17, Paraguay 32.8 -15.7 

18. Honduras 33.3 -10.5 

19, Haiti 49.3 1.6 

Latin America 16.2 -1806 

Source» ECU, on the basis of official statistics. 
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On the basis of the share of agriculture in the total product, the 
Latin American countries can be classified into three categories. The 
first category, where this share is 25 per cent or less, includes Argentina, 
Brazil and Mexico, together with Chile, Peru, Venezuela, Uruguay, Bolivia, 
Costa Rica and Panama, The second category includes countries in which 
the share of agriculture is around 30 per cent, and comprises four members 
of the Central American Common Market (El Salvador, Guatemala, Nicaragua, 
and Honduras), three South American countries (Colombia, Ecuador and 
Paraguay), and the Dominican Republic, The last category contains Haiti, 
where the share of agriculture approaches half the total product» The 
largest decreases during the 1960*s in the share of agriculture in the total 
product took place in the countries in the first category. 

At the same time, there was a general trend towards an increase in 
the share of both industry and basic services. Table 6 shows the changes 
that took place in the period 1960-1971 and the proportion of the total 
product generated by these two sectors in 1971, In general, the share of 
industry and basic services grew most rapidly in the countries in which 
industrialization began relatively recently and which are still at the 
"easy" stage of import substitution. This is the case of the Central 
American countries, Bolivia, Ecuador and Paraguay, where the share of industry 
in the total product ranged between IS and 26 per cent (the high figure of 
31 per cent recorded for Bolivia is attributable to the large share of 
mining in that country's total). In the countries at a more advanced stage 
of industrial development, such as Argentina, Brazil, Mexico, Peru, Colombia 
and Chile, where the share of industry ranged between 27 and 42 per cent 
in 1971, the changes were more modest. Exceptions are Haiti, where the share 
of industry changed little even though it is in the early stages of 
industrialization, and Uruguay and Venezuela, where the share of industry 
declined. 

The picture is much the same with basic services, although the 
relations do not show up quite so clearly as with industry. 

The sector "other services", in contrast to industry and basic services, 
appears in most countries to have remained stationary or even reduced its 
share in the total product. Moreover, in the five countries where the share 
of other services did rise somewhat, the level is still below the average 
for the region. The exception here is Venezuela, which recorded the 
highest increase proportionally between I960 and 1971, even though other 
services accounted for 53,5 per cent of the product in 1971 (see table 7), 
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Table 6 

LATIN AMERICA: SHARE OP INDUSTRY AND BASIC SERVICES IN THE GROSS DOMESTIC PRODUCT 

(Percentage) 

Industry Basic services 

Degree of change 
Country 

1571 
Share of 

gross 
domestic 
product 

1560-1971 
Change in 
share of 

gross domestic 
product 

Country 

1371 
Share of 

gross 
domestic 
product 

1960-1971 
Change in 
share 0S 

grass domestic 
product 

Sharp increase Nicaragua 
Panama 
Guatemala 
Honduras 
Paraguay 
Dominioan Republic 
Ecuador 
Bolivia 
El Salvador 

21.6 
25.7 
16«0 
21.8 
23.1 
22,5 
26.2 
30.9 
20,7 

49,0 
34.6 
24,0 
21,8 
20.3 
19.7 
19*6 
18.4 
18«3 

Dominioan Republic 
Chile 
Honduras 
Venezuela 
Panaoa 
Guatemala 
El Salvador 
Paraguay 
Haiti 

8.7 
11.9 
20,6 
7.0 
9«2 
6.1 
7.7 
5«5 
406 

50.0 
^1.7 
3 0,9 
29.6 
27*8 
27.1 
24.2 
22.2 
21.1 

Moderate increase Argentina 
Costa Rica 
Mexico 
Peru 
Brazil 
Colombia 
Haiti 
Chile 

42*5 
24.8 
32»6 
33*2 
27 o2 
27,0 
15.9 
40,4 

17c4 
15 »3 
15o2 
10,2 
lOol 

8O9 
7o4 

Mexico 
Colombia 
Costa Rica 
Brazil 
Nicaragua 
Peru 
Argentina 
Uruguay , 

5.0 
8.7 
6.5 

lo«4 
8.0 
5.9 
9 »8 
9o2 

16.3 
16.0 
14.0 
13*0 
9.6 
3.3 
€.5 
2.2 

Decrease Uruguay 
Venezuela 

25*3 
32.9 

-4w2 
-21.3 

Ecuador 
Bolivia 

5.3 
9.9 «2.9 

Latin America M Latin America M 12.3 -i a 
CT 
M 
(D 

03 
0> 

Souroat EC L A , on the b a s i s of o f f i c i a l s t a t i s t i c s * 
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Table 7 

LATIN AMERICA: SHARE QP OffiER SERVICES IN GROSS DCWESÏIC PRODUCT 

(Percentage) 

I97I 1960-1971 

Share of Change in 
Degree of ohange Country gross share of 

domestic gross domestic 

product product 

Sharp increase 1« Venezuela 53.5 17.I 

Moderate increase 2« Bo li vi .a 10.0 
3a Ecuador 38,6 7.5 

Peru 43,4 7.4 
5, Colombia 35.4 5.4 
6, Paraguay 38.6 3.2 

Vnchanged 7, El Salvador 44.3 1.1 Vnchanged 
8, Costa Rica 46.1 0.4 

9» Guatemala 51.8 -0.4 

10, Dominican Republic 43.4 -o«9 
11„ Mexioo 50.3 -1,0 

12, Uruguay 44.8 -lai 

13« Brasil 43.3 —1.6 

Dreoreßse l4. Panama 45.8 -6.3 
15, Honduras 34.4 -6.5 
16. Argentina 35a -7.6 
17» Chile 38.3 -8.6 

18, Haiti 30.2 —8c8 
I9o Nicaragua 41,0 -14.4 

Latin America 43.5 0& 

Source: ECLA, on tfte basis of official statistics. 

[ 
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Taking another vantage point to exemine the trend of growth in Latin 
America, it is found that total supply and demand in the region - excluding 
Cuba and the English-speaking Caribbean countries - grew at much the same 
pace in 1971 as in the period 1965-1970, although less rapidly than in 1970. 
On the total supply side, the gross domestic product and imports grew at much 
the same rate: imports substantially outpaced the product in the period 
1965-1970, but the reverse had been the case in the period 1960-1965« On 
the total demand side, noteworthy aspects were the rapid growth of gross 
investment and the slow growth of exports, combined with a moderate increase 
in consumption, general government and private consumption expanding at a 
very similar rate (see table 8). Later sections will look in more detail at 
movements in the savings investment ratio, consumption and external variables. 

( c ) 

Although the IDS does not refer specifically to inflation, this is a 
problem which in recent years has accompanied development in a growing 
number of developing and also developed countries, although in differing 
degrees. In many respects, and in many countries, the analysis of economic 
growth can therefore not be divorced from the study of inflation, particularly 
now that the developing world is "importing" inflationary pressures generated 
in the industrialized countries on an appreciable scale. 

During the period 1971-1972, the region continued to contain a wide 
range of inflationary situations that can be classified into countries with 
a high rate of inflation, those with a moderate rate of inflation, and those 
with relative stability, although some of the countries that formerly enjoyed 
relative stability have in recent years joined those with a moderate rate of 
inflation, as their rate of inflation has increased compared with the 1960*s 
(see table 9). 

/Table 19 



Table 8 

a / 
LATIN AMERICAS TOTAL SUPPLY AND DEMAND 

Millions of dollars at i960 prices Percentage structure Annual growth rates 

i960 1965 1970 1971 i960 1965 1570 1971 
1560-
1965 

1965-

1970 
1970 1971 

Total supply 801.6 120 787.8 161 905.6 i n 872fO 100.0 100,0 100,0 100.0 ¿22 6.0 M 63! 

Gross domestic product 85 488.9 110 885.8 146 741 a6 155 812.2 90,2 91.8 90.6 90*7 5.3 5.7 6.8 6.1 
Imports b/ 9 312.7 9 902.0 15 164.0 16 060,8 9.8 8a2 9.4 9.3 1,2 8.9 10.1 5.9 

Total demand 801.6 120 787,8 161 905.6 171 873,0 100.0 100*0 100,0 100.0 £a0 £¿0 Zii hi 
Exports b/ . 

0 / 
Gross domestic investment 

9 460.5 11 950.3 14 969.0 15 145,6 10.0 9.9 9.3 8.8 4,8 4.6 2.6 1.2 Exports b/ . 
0 / 

Gross domestic investment 16 405.5 20 603.5 28 361.4 31 347.9 17.3 17.1 17.5 18.2 4.7 6.6 7.8 10.5 
Total consumption 68 935.6 88 234.0 118 575.2 125 379.5 72.7 73.0 73.2 73.0 5.1 6.1 7.6 5.7 

General government 8 417.1 10 154.8 13 654.8 14 412.1 8.9 8,4 8,4 8.4 3.8 6.1 6.8 5.5 
Private 60 518.5 78 079 »2 i c 4 920,4 110 967.4 63.8 64.6 64,8 6t*,6 5.2 6«! 7.7 5.8 

Sources ECLA, on the basis of offiolal statistics« 

a/ Exoluding Cuba and the Caribbean* 
b/ Goods and servioes, exoluding factor payments. Figures taken from balance of payments tables in expressed dollars at ourrent prloes, 

vhloh were oonverted to oonstant i960 values by deflation^ using prioe indexes calculated by ECLA for the purpose. 
0/ Includes variations in stocks. 
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Table 9 

LAÏ2N AMERICA a/i VARIATiaffi IN CfflSOMER FRICE INDEXES 

Arnual rates-' Number 
(Percentages) o£ 

1?61-1965 1966-1970 1971 19722/ covered 

1. Marked Inflation 

Argentina 23*0 19.4 34.7 5605 10 months 

Brazil 62*0 28.0 21*1 18*6 8 month? 
Chilo 26*5 26.0 20,1 77.8 12 months 
Uruguay 29*5 60.0 23.9 68,3 10 months 

Moderate inflation 

Barbados 1B8 5.1 7.5 11.4 7 months 
Bolivia 5.1 6,0 1.2 3o8 6 months 
Colombia l2.„4 10,0 9.1 13.4 9 months 
Eouador 4«4 4,7 8.3 7.8 7 months 
damaiaa 2û9 5.3 6,8 4.8 6 months 
Perù 9.2 9.8 6.8 7.4 9 months 

Relativo stabillt? 

Costa Rica 2.2 2,4 3.0 3«>4 7 months 
E1 Salvador 0o2 1,1 0,3 -0a,6 3 months 
Guatemala 0,2-, 1.5 0,6 0.9 8 Ecnthfl 

Guyana 1,8 2,6 2,1 3«4 4 months 
Haiti 3*8 1.6 10,3 2ol 3 months 
Mexioo 1*8 3.5 . 3.3 5.5 9 months 

Panama 0.8 1.6 1.8 404 6 months 

Venezuela 104 1*5 2,7 3.2 6 months 

Relative stabiliiy vili) inoreasing 
inflation in the last tuo years 

Honduras 2,6 1.7 0,2 804 6 months 

Paraguay 5*1 1.3 4,9 8.7 8 months 

Dondnican Republio 2,6 1.0 2*3 ?.>+ 7 months 
Trinidad and Tobago 2*3 3.8 3*"+ 3.7 7 months 

Source8 ECLA, on the basis of official data* 
a/ Esoludlng Cuba and Nicaragua* 
b/ Average to average* 
0/ Rates estimated by comparing the average index for the period available for I972 with -a» same Index for 

the same period in 1971* The periods ocmpared appear in the last column* . 

/Among the 
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Among the countries with a high rate of inflation, the.rate 
accelerated in Argentina, Chile and Uruguay, and fell in Brazil« In 
1971, Argentina recorded an average rate of 34,7 per cent, almost double 
its annual average for the period 1965-1970, and the upward trend was 
accentuated throughout 1972, The rate of inflation in Brazil gradually 
fell, attaining an annual average of 21,1 per cent in 1971, which was 
less than the average during the period 1965-1970, and it continued 
to fall in the first half of 1972, Chile managed in 1971 to hold down 
its chronic inflation to an average of 20 per cent; but inflation 
accelerated rapidly in 1972, Retail prices in Uruguay increased at a 
rate of 23,9 per cent in 1971 - much less than the annual average 
of 60 per cent in the period 1965-1970 - but in the early months of 1972 
this trend was reversed. 

Among the countries having a moderate rate of inflation, Colombia 
maintained a rate similar to its annual average during 1965-1970, 
although slightly lower than in 1971, but there was a clear upward 
trend in the first part of 1972, In Peru, the rate of 6.8 per cent 
for 1971 was an improvement over 1970 but the trend reversed in 
the first few months of 1972, The opposite happened in Jamaica9 In 
Ecuador, inflation quickened its pace with rates close to 8 per cent 
for 1971-1972, In Bolivia, which had held down inflation in 1971 and 
the first half of 1972, there were significant price increases following 
the devaluation in the last quarter of 1972. Other countries which 
experienced inflation that was moderate in 1972 but higher than in 
1971 were Barbados, Honduras, Paraguay, the Dominican Republic and 
Trinidad and Tobago. 

In most of the countries enjoying relative stability, too, 
increases in consumer prices picked up speed in the period 1971-1972. 
This was the case in Costa Rica, Haiti, Mexico, Panama and Venezuela. 
The reverse was the case, however, in El Salvador and Guatemala while 
there was virtually no change in Guyana. 

Inflationary situations of the kind observed during the period 
1971-1972 are to a large extent the manifestation of medium- and 
long-term imbalances. But the special circumstances of the international 
monetary system must have exerted an influence too. Be that as it may, 
the main contributory factors in the countries with high rates of 
inflation are associated with exchange and tariff measures designed 
to regulate foreign trade; with the growth of the money supply accompanying 

/fiscal deficits 



fiscal deficits and the expansion of credit; and with the "realignments" 
of prices and wages designed to offset the redistributive effect of the 
the operation of other factors. As regards exchange measures, in 
Argentina and particularly Chile, devaluations were few but very 
substantial, while Brazil and Uruguay maintained a system of mini-
devaluations a In Brazil, moreover, restrictions on the external 
sector were attenuated by the large inflow of non-compensatory capital. 

As regards the fiscal budget, the largest deficits in the 
period 1971-1972 would appear to have been run by Chile and Uruguay» 
and were financed by means of large issues by the monetary authorities. 
In Argentina, the fiscal deficit appears to have shrunk during the* 
first half of 1972, as did the volume of credit granted by the 
Central Bank, while in Brazil the fiscal deficit recorded in 1971 
was appreciably reduced and the fiscal budget even moved into surplus 
in the early months of 1972. Brazil directed the expansion of the 
money supply mainly towards the private sector, principally in order 
to finance the expansion of demand. 

As regards wages, wage increases in 1971-1972 were generally 
in line with the increase in the cost of living within the usual pattern 
of the wage-price spiral, although the average wage in ..industry in 
Argentina and Uruguay declined in real terms. The average industrial 
wage increased in Brazil, largely because of the fact that workers 
shared in the sizeable rise in productivity. At the same time,, 
industrial wages moved further ahead of agricultural wages„ Worthy of 
note is the significant redistribution of income that took place in 
Chile in 1971 and substantially increased real wages, although 
these were to some extent affected by the strong inflationary pressures 
of the second half of 1972. 

/3, Savings 
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3. Sayings, investment and consumption 

(a) Savings 

During the period 1970-1971, domestic savings formation in Latin 
America represented 17.7 per cent of the gross domestic product and 
accounted for 90 per cent of gross domestic capital formation, the 
remaining 10 per cent being financed by external savings 2/, which 
represented only 2 per cent of the gross product. This situation was 
not very much different from that prevailing at the beginning of the 
1 9 6 0 w h e n the domestic savings rate was slightly higher and the 
external savings rate slightly lower (see table 10). In other words, 
in the period 1960-1970 domestic savings increased at roughly the same 
pace as the product, although in 1971 they grew slightly more rapidly 
.(7,1 per cent as opposed to 6,1 per cent for the product). For its 
1980 target ratio of gross domestic savings to the gross product in 
the developing countries, the IDS sets a figure of 20 par cent, noting 
that the ratio should increase from the levels prevailing in 1970 at 
an annual average rate of 0,5 per cent. Although Latin America is in 
a more favourable position than other developing countries - except ' 
those of southern Europe - as regards achieving this target, the trends 
recorded and even the more favourable position achieved in 1971 should 
be examined in relation to other technical appraisal criteria and 
objectives which are essential to Latin American development. 

It is well known that the least developed among the developing 
countries find it particularly difficult to devote a significant and 
growing proportion of their product to the formation of savings, especially 
in cases where minimum consumption absorbs a large proportion of the 
income available. This difference between countries at different stages 
of development is also noticeable in Latin America. With the exception 
of Chile and Uruguay, the remainder of the relatively more developed 
countries showed the highest savings coefficients in the region, ranging 
from about 17 per cent in Brazil and Colombia to 22 per cent in Argentina, 
with Costa Rica, Mexico, Panama, Peru and Venezuela falling between 
these two figures. El Salvador, Guatemala and Honduras occupy the lower 
end of the scale, with ratios of 11 per cent or less, to say nothing of 
Haiti where domestic savings only represented 3.8 per cent of the gross 
product. 

2/ The term "external savings" in national accounts relates to the 
balance—of-payments balance on current account. 

/Table 19 
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Table 10 

LATIN AMERICA: CHANGES IN THE COEFFICIENTS CP DOMESTIC AND EXTERNAL SAVINGS 

AND THEIR SHARE IN TOTAL INVESTMENT 

(Percentages) 

Domestic External Domestio savings 

savings/GOP savings/GDP Investment 

I960-I96I 1970-1971 I96O-I96I 1970-1971 I960-I961 1970-1971 

Argentina 19.8 22.0 2,1 1.0 90.4 95.8 

B o l i v i a 8.4 15.6 5.1 3.3 62.0 82,2 

B r a z i l .. 16.6 I6.7 1.7 2*1 90.6 89.0 

Colombia 19o0 16.5 2,1 3<a 9Q.1 84.3 

Costa Rioa 16.0 17.6 3.5 9.2 81.8 65.6 

Chile 12.4 13.9 5.7 2.2 68.4 86,5 

Ecuador 13»3 12®3 230 7* 5 86,9 62,3 

E l Salvador 11*8 10.7 2.2 2JI 84..0 83.5 

Guatemala 7*4 10.9 2.1 1.6 77.7 87.2 

H a i t i 1,6 3.8 3*8 3-3 • :29,2 54*5 

Honduras 14.1 10.4 -0,5 8,3 103.9 55.5 

Mexico 17«? . 18,6 1.5 1.4 92.4 89.6 

Nioarggua 1202 13.5 2.3 6.3 83ol 68,8 

Panama 11*7 18,5 6,0 6.9 66.3 72.9 

Paraguay 9o2 12.2 2.9 2.8 76.8 81.8 

Peru 22.2 17.9 - 39.9 100.6 

Do mini can Republio 17.2 14..8 -5.5 11*5 147,6 56.4 

Uruguay 15.1 13*4 2.5 1.6 85.9 89.4 

Venezuela 26 JO 17.5 -9.1 -0.3 153.5 101.8 

L a t i n Amerloa (excluding Cuba and 

the Caribbean) 17.7 1*2 2.0 89.9 

Source: EC LA, on the b a s i s of o f f i c i a l , data* 

/Although, as 
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Although, as stated above, the savings coefficient for the region 
as a whole remained virtually constant between 1960-1961 and 1970-1971, 
substantial changes occured in individual countries. While the coefficient 
rose appreciably in Bolivia, Guatemala, Haiti and Panama, it dropped 
sharply in other countries, notably the Dominican Republic and Venezuela. 
In general, the country-by-country figures show frequent sizeable 
fluctuations, in both directions, in the domestic savings coefficient. 

The growth of the share of external savings in the financing of 
investment that took place between 1960-1D61 and 1970-1971 is attributable 
to developments in a few countries in the region, namely, Colombia, 
Costa Rica, Ecuador, Honduras, Nicaragua, the Dominican Republic and 
Venezuela. Particularly noteworthy in this respect is Venezuela, which 
did not have recourse to external savings in either period but whose 
current account surplus fell between 1960-1961 and 1960-1971. In all 
remaining countries, external savings either remained a relatively stable 
quantity or fell relative to investment (see table 10). 

(b) Iryestment 

In 1971, the gross domestic investment coefficient in the region, 
excluding Cuba and the English-speaking Caribbean countries, was 20.1 per 
cent of the gross product. This was higher than in 1970 and represents 
to. some extent a change in the trend of the 1960*s, when the coefficient 
fluctuated around- the 19 per cent mark. As with other indicators, there 
are sizeable differences between countries. Taking the figures for 1971, 
six countries (Argentina, Costa Rica, Mexico, Nicaragua, Panama, and the 
Dominican Republic) were above the regional average, while five countries 
had a coefficient of less than 15 per cent, notable among them being 
Haiti with a figure of 7 per cent. The remaining eight countries had 
coefficients ranging between 15 and 20 per cent (see table 11), 

/Table 19 
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Table 11 

LATIN AMERICA« ETOLUÏTON OF GROSS DOMESTIC Wl&STiMT AND SHARE OP THE PUBLIC SECTOR 

(Percentage) 

Country Total lnvestment/GDP Rate of growth of investment 
Publio investment 

i960 1965 1970 1971 I96O-I965 I965-I97O 1970 1971 I960/19611969/1; 

Argentina 21.6 13.5 21,4 24,3 a.3 5B9 ' 5.8 18.4 24,5 40.7 

Bolivia 15.1 19.6 19.3 18,5 10.8 5.8 4,6 -0.7 44.8 58.5 

Brazil 18,4 18.1 18.1 13.3 4,1 7.5 10.4 19.0 33.2 52.0 

Colombia 20.5 17.8 20.3 I8.9 1.8 8.5 14,2 -1,1 16.7 34.4 

Costa Rica 19«2 27.5 26.7 26.8 14,6 1.1 31.2 5O6 21,6 23.5 

Chile 17*4 18.4 17.4 14,8 6,3 2.6 -0.7 -7.7 38,0 55.3 

Ecuador 15.2 13.4 18.5 ,, I9.3 1.6 13.3 16,3 21,7 46.7 26.0 

E l Salvador 15 »5 15 »5 .. i2»2 3,3« 2 7.0 6.9 6.7 11.9 23.I 22.8 

Guatemala 10.3 11.8 11.7 13.1 8,1 4.9 29.4 17.3 27.3 20,8 

Haiti 5.8 6.1 6.9 7.0 0.5 4.3 24,7 7.9 ... ... 
Honduras 14.5 16.5 21.4 16,3 8,2 U . l 18.9 -20.9 23.8 33.9 

Mexico 20,1 19.8 21.0 20,6 6,8 8.3 7.2 1.4 3 .̂3 34,7 

Nicaragua 14.4 20.9 I9.2 20.2 18.7 2.6 1.8 9.5 25.2 28.8 

Panama 16,3 I8.3 25.4 25.3 10.7 15.1 Ì6.1 8,2 23.6 21.8 

Paraguay" 12.4 14.7 14,6 15.I 8,7 .4,4 0o5 8«>3 29.7 27.3 

Pam 21.6 22.4 17.2 18.4 ; 7-3 2=1 6,1 13.4 16.6 21,2 

Dondniotn Republic 13 »1 12.4 24.3 28,1 -0,1 22.0 28.6 23.3 53.«3 37.̂  

Uruguay 17.6 10.5 15.3 14.7 r9,0 9.3 2.9 -4.9 17..? 27.4 

Venezuela 17.6 17.5 16,4- 17.3 7.2 2.6 • -1.6 15.1 39.0 34.9 

Latin America 

(excluding Cuba and 

the Caribbean) 12̂ 2 18.6 1hl 20.1 M éé. M 10.5 ^ ¡ l 

Sourcet E C L A , on the basis of o f f i c i a l data« 
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Turning now to the trend in the absolute values of domestic 
investment, it is found that for the region as a whole the growth rate 
picked up momentum appreciably from 1965 onwards and gathered even more 
speed in 1970 and 1971. In this connexion the countries of the region 
can be classified into three categories. In the first of these, which 
includes Argentina, Brazil, Ecuador, and to a lesser extent El Salvador, 
domestic investment grew steadily at an adequate rate. In the second, 
comprising Colombia, Haiti, Honduras, Mexico, Paraguay, the Dominican 
Republic and Uruguay, investment grew more rapidly in 1965-1970 than in 
1960-1965, but the rate of growth tapered off, starting in 1970 in Mexico 
and Uruguay and in 1971 in the rest. The third category includes the 
countries in which the growth rate of gross domestic investment slackened 
from 1965 onwards. In some (Bolivia and Chile), the downward trend was 
maintained in 1971, while in others the trend was reversed starting in 
1970 (Costa Rica, Guatemala and Peru), or in 1971 (Nicaragua, Paraguay 
and Venezuela). Gross fixed investment followed much the same trend 
as total investment, although some changes occurred reflecting the extent 
of changes in stacks. 

Between 1960-1961 and 1969-1970, the share of public investment 
in total investment rose from 29.1 per cent to 36.3 per cent for the 
region as a whole. The only countries departing from this general trend 
to any significant extent were Ecuador, Guatemala, the Dominican Republic 
and Venezuela, since the relative decreases in El Salvador, Panama and 
Paraguay were negligible. In some countries, moreover, the increase in 
the share of public investment was rapid, bringing this share in 1969-1970 
to more than 50 per cent of total investment in Bolivia, Brazil and 
Chile, more than 40 per cent in Argentina, and over 30 per cent in 
Colombia and Honduras (see table 11). 

In 1971, total consumption expenditure in the region as a whole 
maintained roughly the same rate of growth as in the period 1960-1970. 
In eight countries the rate speeded up, in nine it slackened and in the 
other two it remained stationary. The greatest increases occurred in 
Brazil, Haiti and Chile (see table 12). Between 1960 and 1971, total 
consumption remained about 73 per cent of total demand, while the shares 
of general government and private sector consumption in the total did 
not change between 1965 and 1970-1971 (see table 8). 

/Table 19 
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Tabi® 12 

UTS) AMERICA: EVOLUTION OF TOTAL CONSUMPTION 

(Annual rates of growth In percentages ) 

I960-I970 1971 

Countries which lnore&aed -their rata 
of growth In I971 

Brazil 
Colombia 
Chile 
Ecuador 
Haiti 
Panama ; 

Dominioan Republlo 
Venezuela 

Countries vhoss rata of growth declined 

ÌZL22Z1 
Argentina 
Bolivia 
Costa Rioa 
El Salvador 
Guatemala 
Honduras 
Nicaragua 
Mexico. 
Uruguay 

Countries which maintained tbair rate 
of growth in 1971 

Paraguay 
Peru 

Latin America (excluding Cuba and the 
Caribbean) 

5.? 
5.3 
4.6 

5.3 
0.8 
7.1 
409 
6.0 

4*1 

5.3 
6.4 
5o8 
4.7 
5.8 
7.1 
7ol 
1.1 

4.4 
6.0 

5.6 

10*5 

6.2 

10.? 
6.6 
4,2 
7.8 
5o4 
8.0 

1.0 

4.8 
4.8 
3.9 
3.7 
4.0 
4.4 
2.8 
-0.1 

4.3 
6.3 

5.7 

Source r ECLA; an the basis of official data* 
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With respect to the structure of personal consumption, i.e., the 
proportion of expenditure by individuals on consumer goods from the 
different sectors, although there are no data for the region as a whole, , 
some examples may be cited. At the end of the 1960's, the proportion of 
expenditure on foodstuffs was around 35 per cent in Argentina and Chile, 
and close to 40 per cent in Mexico. These proportions showed a declining 
trend over the decade. The proportion of expenditure on manufactured 
consumer goods (durables and semi-durables) amounted to one-quarter in 
Argentina and Chile, and slightly over 20 per cent in Mexico. Expenditure 
on services (rents, gas, water, etc.) amounted to about 30 per cent in 
all three countries, with a marked upward trend in Argentina and a more 
moderate upward trend in Mexico, whereas in Chile the proportion of such 
expenditure declined. In Brazil, the proportion of expenditure on 
foodstuffs appears to have remained constant during the 1960*5, while 
that of expenditure on clothing declined. In contrast, the proportion 
devoted to purchases of manufactured consumer durables and semi-durables 
appears to have increased sharply. 

4. Evolution of the productive sectors: some outstanding features 
i .I • i HI1 in itewauifcJUuM-fc-'tgrtafcrfca-fcgte. VT1•,ui.i. .«• i AJn-jag-Muma»»^ m»i i I mi n n una iiiniii i I i n 111 I mini i i nr -rrT~iw i rti T T r~r i i r t n -r 

(a) The industrial sector 

(i) Theaidynamism of industrial growth and the target set^by the 
Internatioral^ Development Strategy Latin American industry expanded 
steadily during the first two years of the 1970's. In 1971 the annual 
growth rate was 7.2 per cent, almost exactly the same as for 1965-1970 
and rough estimates suggest" that the figure for 1972 will, be over 9 per 
cent (see table 13). This would, mean that the average for these first 
two years will be up to the 8 per cent target set for this sector in the 
International Development Strategy, which is comparable to a rate of 6 per 
cent for the total product. 

The evolution of the region*s industrial sector displays two 
characteristic features; a notable irregularity in the annual pattern of 
production, and a moderate tendency for the rate of development to increase 3/ 
However, a closer look is needed at'these results, which are encouraging 
in terms of the target itself, in order to better appreciate the contribution 
of industrial expansion to the overall process of economic and social 
development and the extent to which the sector is fulfilling the broad 
objectives assigned to it. 

3/ The mean deviation of the annual growth rates from the average rate of 
6,9 per cent was 38 per cent for the decade as a whole. Broken down 
into two five-year periods, the. rate rose from 6,4 per cent in the 
first to 7,3 per cent in the second (and to slightly more than 8 per " 
cent in 1971-1972). . /Table 13', 
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Table 13 

LATIN AMERICA J RATE CF INDUSTRIAL © O W N 

(Araiual ratea In percentages ) 

i960«. 

1970 
i960» 

1965 
1965-

1970 
1971 1972 b/ 

Latin Ameriosn average 6.? 6.4 7.3 7.2 (9.0-10.0) 

More than 8 p.-r cent 

Nicaragua 12.6 15.8 9.6 7'«»? 
Panama lit?. 12.6 9.9 12.C 
Mexico 3.1 9 <¡>4 8.9 4.2 7.5 
Costa Rica 8.8 8.2 9.5 6.2 10,2 

Around 8 per cent 
El Salvador 8.2 10.7 5.7 2.9 3.4 
Guatemala 7»8 7.1 8.6 6.1 6,0 

Between 6 and 7 «5 Per eent 
Peru 7V4 8.9 5 08 9*2 8.1 
Brazil 7«o 3.7 lo»3 11,3 15.0 
Honduras 7*o 6.9 7.1 6,0 ,»s 
Bolivia 6.6 7.2 6.0 2.6 4.7 
Venezuela 6.6 9.0 4,4 5.1 7.0 
Ecuador 6.4 6.5 6.3 11.8 • • • 

Less thsn 6 per cent 
Colombia 5.9 5.6 6C3 80O 9.0 
Paraguay 5o8 6.1 5.6 8.0 4.0 
Jamaica 5.8 7.2 4.1 • • • 
Argentina 5.6 6.2 5.0 6.2 8.3 
Gqyana 5.5 

4.0 Chile 5*3 7.3 3o3 12.1 4.0 
Dominican Republio 4.4 -2.3 11,6 6,6 • oe 

Uruguay 1.7 1.0 2.4 -2.1 1.5 
Haiti 1.6 -1.1 4.4 6.0 ... 
Some industrialismi countries 1960-1969 1960-1965 1965-1969 12Z2 

West Germany 60O 6,4 5.3 5.7 
Canada 6o0 6»8 5.0 -o*7 
Denmark 5.3 6.2 4,2 3.3 
United States 4.6 b/ 6.2 3.1 2/ «4.8 
France 6.7 6.5 7.0 5.8 
Italy 7.3 6.7 8.0 6.6 
Japan l4e4b/ 11.9 16.9 s / I6.3 

Norway 5.5 6.2 4.8 4.1 
Some socialist oountries 
Czechoslovakia 4.2 d/ 3.1 mm 7.7 
Hungary 7.2 7.2 7.1 7.4 
Poland 8 .4 d/ 8.6 ... 8.3 
Romania 13.1 d/ 13.7 w 11.8 
Soviet Union 9.0 ... 8.3 
Some developing countries i n Asia 

India 5.7 d/ 7.3 2.6 4.7 
Pakistan 8.0 ' 8.7 7.2 • • * 
Thailand 10.8 llcO 10.5 • • • 
Republio of Korea 16.7 12.1 22.5 16.4 

Souree: For other countries: Yearbook of National Accounts S t a t i s t l o s , 1970; Eeonomlo Survey of Europe 

i n 1970, Part I I { Monthly B u l l e t i n of S t a t i s t l o s . A p r i l 1972. 
a / E C U estimates on the b a s i s of provisional d a t a supplied d i r e c t l y by the oountries. 
b / 1960-3.9701 Monthly S t a t i s t l o s of Japan, Apri l 1 9 7 1 . 

0 / I 9 6 5 - I 9 7 0 , 
6/ 1960-1968: Indexes of Industrial Production. 

/The share 
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The share of Latin America's industrial production in the world 
total remained at 3.4 per cent over the past 10 years whereas its 
percentage share of the world population rose from 7.3 to 7,8; this means 
that the gap in per capita levels of industrialization continued to widen 
(in 1970, Latin America*s per capita industrial product was 123 dollars, 
equal to half the world average, to one-sixth of that of Eastern Europe 
and one-eighth of that of the United States and Canada). This deterioration 
occurred even though the annual industrial growth rate in Latin America 
between 1960 and 1970 was 6,9 per cent: almost equal to the world average 
and higher than that of the industrialized countries (not counting the 
centrally planned economies) (see table 14), 

If the industrialized countries maintain the same growth rate during 
the 1970"s as during the lgSO's, the target of 8 per cent which the 
Strategy proposes for the developing countries will mean that the existing 
acute imbalance between Latin America's per capita manufacturing production 
and the world average will be just the same in 10 years tine. In other 
words, the increase which the proposed target implies over the actual 
growth rate of the 19608s (from 6,9 to 8 per cent) will just about make 
up for the difference between the region's population growth rate of 2.9 
per cent and the world average of 2 per cent. 

Another important aspect is that of the feasibility and suitability 
of the target in terms of the actual growth potential of the various 
countries of the region as indicated by their recent performance. One 
might well ask, for example, whether it is reasonable to establish a 
single industrial growth target for countries at such widely different 
levels of industrialization as those of Latin America, or whether the 
Strategy should advocate a more rapid rate of industrial expansion for 
countries at an early stage of industrialization, so as to reduce the gap. 

There would already appear to have been a trend in this direction 
over the paft decade or so in Latin America, since the tendency, though 
slight, has been for differences between one country and another in 
levels of industrialization to become smaller. Thus, the countries which 
exceeded or roughly achieved the targets for the Second Development 
Decade during the 1960's are precisely those which had low levels of 
industrialization at the beginning of the decade (Costa Rica, El Salvador, 
Nicaragua, Panama and Mexico) 4/ (see figure II), 

4/ Although Mexico was not in the same situation as the other countries 
listed, its level of industrialization was nevertheless much lower 
than the average for Latin America and undoubtedly reflected a state 
of relative industrial backwardness compared with the other two 
countries with a similar market potential (Argentina and Brazil). 

/Table 25 
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Table 14 

COMPARISON BETWEEN THE JER CAPITA INDUSTRIAL PRODUCT IN LATIN AMERICA AND IN 
OTHER REGIONS CP THE WORLD, I970 

Per capita 
industrial 
product 

(dollars at 
I963 prices) 

Index of 
Industrial 
production 
(1960=100) 

Annual growth rates 1960-1970 
(percentages) 

Per 
* * * capita 

World a/ 271 192 6.7 4,7 

Canada and United States 1 021 162 4.9 3.6 

Western Europe 498 171 5.5 4.6 

Usai end Eastern Europe 711 228 8.6 7.5 

Latin America b/ 123 6,9 3.8 

Source; on the basis of United Nations, Monthly Bulletin of Statistics and The growth of world 
industry, 1969, August 1972« 

a/ Excluding Albania, China, Mongolia, Democratic Republic of Korea and Democratic Republic of Vietnam, 
b/ Figures for production prepared by ECLA, and those for population prepared by CEL&DE Dollars at 

i960 prices. Not Including Cuba, Jamaica, Barbados, Guyana and Trinidad and Tobago, 

/Figure II 
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A comparison of the industrial growth rate of each Latin American 
country in 1971 (and 1972) vith the target for the Second Development 
Decade provides the following information: 

(a) Eight countries (Costa Rica, Nicaragua, Panama, Brazil, Ecuador, 
Colombia, Paraguay and Chile) either achieved or exceeded the target, 
with growth rates ranging from 8 to 13 per cent. 

(b) For the most part, the countries that exceeded the 8 per cent 
target in 1971 (and 1972) were not those with the fastest growth during 
the 1960's, with the exception of Costa Rica, Nicaragua and Panama which 
kept up rapid industrial expansion in both periods, 

(c) Seven countries exceeded the target in 1965-1970, Haiti and 
Uruguay, despite the wide gap between their levels of industrialization 
both registered a slow rate of industrial growth over the leng term, 
although Haiti did make up a good deal of lost ground in 1971, Argentina's 
growth rate, which has been consistently below the target (ranging from 
5 to 6,2 per cent between 1960 and 1971} rose above it in 1972 (8.3 per 
cent). In Chile the rate rose from an average of 5,3 per cent during the 
1960®s to an average level near the target in 1971-1972. 

It may be inferred from the foregoing that, judging from the growth 
rates already achieved, the level of industrial expansion advocated in 
the Strategy is rather modest, particularly in the case of the least 
industrially advanced countries. Moreover, in view of the fact that the 
Strategy does not fully take into account the extent to which economic 
integration is capable of promoting industrial expansion, the real 
progress being made in the region in this direction (and which goes a 
long way towards explaining the improvement in the industrial index of 
the Central American countries during the 1960's) holds promise of more 
rapid industrial growth than in the past. 

The structural changes being wrought in Latin American industries 
also justify looking forward to more rapid industrial growth in future 
years. The production of intermediate goods, consumer durables and 
capital goods is beginning to represent an increaseing share of industrial 
production in the region (over 50 per cent in 1970). In both the large 
and the medium and small countries there is considerable potential for 
•import substitution in these areas (particularly considering the prospects 

/which the 
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which the agreements on industrial programming within a framework of 
integration afford for the medium and small countries}. In the 
region as a whole, the annual expansion of such branches as the 
chemical industry and the metal manufactures and machinery industries 
was over 8 per cent during the 1960*s, If the present decade 
witnesses a speeding up of the process of transformation of the industrial 
structure along these lines, the prospects of attaining higher industrial 
growth rates will be even better (see table 15). 

(ii) New patterns. Unlike the pattern of industrialization 
during the post-war period, that of the 19?0*s would appear to be 
characterized by greater purposefulness in industrial policy, more 
accurate identification of obstacles to industrial development, and more 
precise definition of the responsibilities of the industrial sector in 
the economic process. The kind of industrial policies that the 
countries of the region have adopted so far this decade support this 
assertion. In addition, there has been a move to redesign the 
instruments used so as to introduce more specific measures to an 
increasing extent. Protection is becoming more flexible and 
discriminating and, by and large, is less drastic; at the same time, 
it is beginning to give way to other more direct methods of attending 
to industrial priorities and furthering specific objectives that are 
being defined more and more clearly in the industrial policies of Latin 
American countries. 

In addition, the increase in the import capacity that began to 
take place from the middle of the 1960's as a result of a modest increase 
in exports has played a major role in the aforementioned expansion of 
imports. The relative improvement in the foreign currency situation 
has undoubtedly helped to make more inputs and capital goods available 
for industry. 

/Table 19 
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Table 1 5 

ANNUAL StarTH RATES OF HUBUCTI® 

(yaycentages) 

Light industry and s e l e c t e d Heavy industry andseleoted branches 
All- •• branches ~ • ; • - ' 

Year manufacturing 
industry Total Food Textile Total 

Chemical 
products 

Basic 
metals 

Metal 
manu-

factures 
and 

machinery 

' World total 

1955-1960 4.3 3.8 3.8 3.4 4,6 7.9 1.6 , 4.6 
1960-1965 6.4 4.7 4.1 4.3 7.2 8.7 6.3 7.2 
I965-I970 5.4 4.1 4.5 3.5 6.1 8.6 4.1 5.8 

Developing countries • • 

1955-1960 7.2 5«2 5«4. 3.9 10*5 8a 10*9 12.4 
I960-I965 6.8 5.2 4,4 4.7 8.9 7.6 8.2 10.9 

1965-1970 6.4 5.5 5.8 .4.7 7.9 8.3 6,1 7.6 

Developed countries 

1955-1960 4.0 2.8 3.5 2.9 4.3 7-9 lo2 4.3 
1960-1965 6.4 5.5 4.2 4.1 7.2 8.7 6»3 7.2 
1965-1970 5.3 3.7 44 3.4 5.8 . 8.6 4.1 5.7 

Latin America 

1955-1960 6.2 a/ 4.2 4.6 2.3 9* 7.5 9.0 12.8 
1960-1965 6.4 a/ 4.2 4.3 ' 3.9 7.8 8.4 7.5 8.1 
1965-1970 7.3 1/ 5.0 5.2 3.7 8*1 8.3 6.7 8.2 

Asia (excluding Japan, Israel and sooialist countries) 

1955-1960 8,2 6.2 5.5 3.9 11,9 9*8 13ol 14.2 
1960-1965 7.7 6.0 4.2 5.2 10.9 5*8 12,4 15.9 
1965-1970 6.3 5.4 7.0 5.2 7.9 8.6 5.8 6,5 

Source 8 United Nations, the growth of -world industry» 1970. 

z j ECLA, on the b a s i s of o f f l o i a l data. 

/Although a 
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Although a more detailed study of recent industrial development 
in Latin America would be needed in order to be able to draw up a list 
of factors in the order in which they affect the maintenance or 
acceleration of the present growth rate, the mpst important would seem 
to be the fallowing; . 

(l) A significant increase in the sale of manufactures abroad. 

The export of manufactures is occupying a more and more important 
plan in the industrial development policies pf the countries of the 
region. The search for a new impulse that would make it possible to 
expand the productive capacity of the industrial sector and to start 
operations in branches of manufacturing for which domestic markets have 
been too small for the establishment of economic units has led to the 
utilisation qf a series of instruments for promoting exportable national 
production. The progress of regional and sub-regional integration 
programmes has also inspired certain industrial initiatives and the 
development of a promising trade in manufactures. 

As a result, there has been an increasing volume of exports of 
manufactured goods, whose share in Latin America's total exports from 
5.7 to 12,6 per cent between 1963 and 1971, By IS1?!, the value of 
exports of manufactures had reached 1,9(30 million dollars, some 1,000 
million dollars of which was exported to the rest of the world and the 
remainder to other l^tin American countries. 

Rough calculation^ indicate that t?his variable is already having 
a definite effect on industrial expansion, It could even be claimed 
that it explains most, of the slight recovery in the industrial growth 
index over the Rast seven years £/. 

5/ The export of manufactures represented approximately 4T8 per cent 
of the gross industrial product in 1971. Between i!?65 and 1971, 
its annual average growth rate (in dollars at current prices) was 
21 per cent. It can accordingly be estimated that this factor 
represented an additional 0.7 per cent in the annual growth rate 
of the industrial product between 1965 and 1971, In very 
approximate terms, it qould thus be said that had it not been for 
th$ expansiqn of these exports, the growth rate of Latin America's 
industrial product, which was 6.4 per cent in 1560-1965, would 
only have risen to 6.6 per cent in 1966-1971 and not to 7.3 per 
cent as actually happened. 

/(2) The 
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(2) The propulsive effect of the expanded inter-industrial 
relations resulting from the incursion into more complex branches of 
manufacturing, 

(3) The expansion and adaptation of domestic sources of industrial 
financing; 

- financing of consumer purchases, especially of durable goods» 

- provision of medium- and long-term credit for financing 
industrial production; extension of the institutional 
infrastructure of financial support to industry, 

(4) Expansion of the domestic market, for example through income 
redistribution policies involving the broadening of the scope of 
minimum-wage legislation, payment of family allowances, etc,, and through 
the effect of existing agrarian reform programmes on the level of rural • 
incomes. 

(5) Increasing the public sectorTs demand for industrial products. 
For the most part, government activity has increased remarkably in the 
region, particularly in respect of the infrastructure arW social services. 
The share of total central government expenditure in the gross domestic 
product currently ranges from 15 per cent to over 25 per cent, while the 
share of public investment in total investment is over 30 per cent 
in most of Latin America and is even around 60 per cent in eome cases. 
Moreover, many countries have introduced measures requiring the State 
to purchase domestic products, provided these comply with certain 
requirements as to quality and pricer Moreover? apart from the decisive 
role which puW-ic investment hae played in the development of the 
capital goods industry of certain Latin American countries, the 
acquisition of consumer goods by the government has provided both an 
incentive and a degree of stability for the production plans qf the 
enterprises, 

(iii) The level of efficiency and economic and operational 
characteristics of Latin American manufacturing industry, In order to 
assess the gap between the production efficiency of .Latin American 
industry and that of the developed countries, some indicator? have been 
prepared showing the average productivity of the manufacturing sector 
in the region in relation to that of the rest of the economy, as compared 

/with the 
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with the ratio of the same two variables in other countries or regions. 
The figures indicate that industry in the Latin American countries 
operates at much higher levels of productivity per worker than the 
average for the whole economy, and that the gap between productivity 
per worker in Latin American can industry and that recorded in the 
industrialized cquntries is considerably smaller than the difference 
between the average levels of living in the two groupa of countries 
(while per capita income in the United States was eight times that 
recorded in Latin America in 1970, industrial productivity was only 
four times greater) (see table IS and figure III). 

This in its turn indicates that the in the development of the 
Latin American economies behind that of the industrial economies is 
much greater in the primary and tertiary sectors, notwithstanding the 
effect of the problem of relative prices on these comparisons. 

A particularly serious feature is that in the case of both per 
capita income and industrial productivity the gap between the Latin 
American countries and the United States has widened in the past 20 years. 

The average income in the United States, which in 1950 was 6.4 
times the average for Latin America, is now S timeg higher, while the 
ratio of industrial productivity per worker has risen from 3.25 to 4, 

A study of the information available for' nine Latin American 
countries clearly shows in all cases the numerical preponderance of 
small establishments 0/ and the small contribution of these establishments 
to the value added in manufacturing. Specifically, they represent from 
75 to 90 per cent of tbe existing establishments and account for 
proportions of the value added in manufacturing varying between 10 and 20 
per cent or, in a few cases, up to about 30 per cent as in Costa Rica, 
or 45 per cent as in Paraguay. 

Medium- and large-acàle establishments account for the highest 
proportion of employment, since the small establishments absorb only about 
35 per cent, and out of this figure, employment in artisan-type activities 
represents about 25 per cent, so that their real contribution to total 
industrial employment is only about 10 per cent. 

6/ In this paper, a small establishment is considered to be one 
employing 1 to 49 workers (thus including the artisan level of 
activity), a medium establishment one that employs 50 to 99 workers, 
and a large-scale establishment one that employs 100 workers or more, 

/Table 19 
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Table 16 

CCMPARATCTE COEFFICIENTS OP TOTAL PER CAPITA PRODUCT 4ND INDUSTRIAL PRODUCTIVITY PER WORKER 

Industrial productivity Per oapita GDP in 
in the United States. the United States 

mmtfm^mmm^m^m-mmm^mm^rnrniMmmmff^mmtrT^r^^^^f^' mmm*WFF—P——PALILI 1 >•»• — HI IJ 1 •• • 

Country Industrial productivity Per capita GDP in 
in Latin America Latin America 

1950 1970 1950 1970 

Argentina I.83 2.57 2.95 ?.98 
Bolivia 9.81 21.C7 11.61 2O.39 

Brazil 4.86 4.45 10.74 11.30 
Colombia 4.98 6.72 7.41 10.94 
Costa Rica 3.31 ... 6.90 7.46 
Chile 2.71 4,28 4.68 6.62 
Ecuador 8.35 7.04 9.26 12.92 
El Salvador 4,51 9«>52 12.64 

Guatemala M 5 " ... 8.27 12.26 
Haiti 9.16 31.46 20.71 49.48 
Honduras 6.66 • • • 10,63 18.44 
Mexico 2.07 348 5.39 5.9^ 
Nicaragua 8.35 ... 10.20 11.66 
Panama 2.95 . 3.33 5.63 6.ca 
Paraguay 4.59 9.26 8,00 14.70 
Peru 6c4l 5.82 8.55 10.99 
Dominican Republic 5.15 8.03 12.56 19.05 
Uruguay 2.81 5.4? 3.07 5.86 
Venezuela 346 6.10 4.35 4.87 
Latin Aaerloa 4,06 6.44 8.08 

Stradai 1,66 ... 1,16 
Prance ' .0. (jljlf 2.62 1,62 
Denmark 2.18 1.50 
Japan 7.57 2.93 13.05 2.45 
India 15*38 ... 30.91 • • • 
Pakistan ... 26.02 23.92 33.25 
Korea ... 9.76 • • • 18.70 

Sourcet Latin Americas ECLA, on the basis of offioial statistics. Countries outside the regiont 
United Nations, Yearbook of National Accounts Statistics, various issues; IL0 Yocrbook, 
various issues) opd Japanese Ninlslry of International 'Bfade end Industry (HITI), end 
Statistics on Japanese Industries 1971. 

/Figure XXI 
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Figuro I I I 
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As a result, Latin American industry shows sharp disparities 
in labour productivity according to the size of establishment. Thus, 
taking as a basis the productivity of factory industry (plants 
employing 5 or more workers), it will be noted that large- and 
medium-scale enterprises exceed the average by 10 to 50 per cent, while 
the productivity of small enterprises is only somewhere between 40 and 
80 per cent of the average. This fact <*• which is fairly representative 
of this characteristic of industrial activity in the region, though 
it differs in intensity according to the country and production sector 
concerned - naturally reflects a situation of disequilibrium and 
weakness in the manufacturing sector which goes further than might be 
accounted for solely by the difference in size, since it involves to 
a considerable degree various issues' deriving from a poorly - integrated 
production structure with few inter-industry relations, where small-scale 
industry, and possibly even artisan-type activities, compete with large-
and medium-scale enterprises instead of complemènting their activities. 

The technological structure of the manufacturing sector is also 
related t° what has been said above in regard to the efficiency, 
prpductivityi and employment capacity of industry. If the capital/ 
labour ratio is taken as an indicator of the level of technology, and 
the average value of this ratio for factory industry as a basis for 
comparison, it will be noted that the highly capital-intensive industries 
(i.e., those with a ratio equal to or higher than the average for 
factory industry) predominate markedly in production and even in total 
employment. Likewise, in most branches of industry and in manufacturing 
as a whole there is a strong correlation between size of establishment 
and level of technology. In other words, highly capital-intensive 
techniques are closely assoçiated with large-scale enterprises, and 
primarily labour-intensive techniques with small establishments. Bearing 
in mind at the same time that it is the large-scale enterprises which 
absorb the highest proportion of labour, it may be concluded that the 
manufacturing sector's capacity to absorb labour is geared more to the 
size of establishment or the scale of production than to the use of 
production processes defined as highly labour-intensivef This would 
appear to back up the above observations regarding the need to 
increase thB average size of manufacturing plants and the steps which 
some countries of the region are taking in this direction, 

/(b) Agriculture 
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(b) Agriculture 

(i) The problem of production indexes. Before making an actual 
review of the sector, mention should be made of the problem arising in 
connexion with basic statistical information. There exist two indexes 
of the volume of agricultural production for the region as a whole and 
by countries: (a) the production index calculated by FAO, and (b) the 
indsx deriving from the statistical estimates of the national accounts, 
which, by tradition, are used by ECLA in its macroeconpmic analysis 7/, 
Both statistical 

series are based on data, by products or groups of 
products, obtained from official sources. There are, however, Important 
differences in the technical procedures and in some of the concepts used 8/» 

Table 17 gives the average growth rates for both series during the 
period 1959/1971, A comparison pf these Shows that for the period between 
the two-year periods 1959-1960, and 1969-1970 and particularly for the period 
between 1964A?65 and 1969/1970, the growth rates for the region as a whole are 
relatively similar in the two series, while for the period 

1959/1960 to 
1964/1965 there is a fairly significant difference. It should, in fact, 
be mentioned that in the analysis by countries there are several important 
discrepancies in the three periods considered. The biggest difference, 
however, is for 1971: the FAO statistics record a standstill in regional 
production, while the national accounts statistics indicate a growth of 
4.§ per cent? i.e,, the methodological differences and the provisional 
nature of the estimates in both series had much more serious repercussions 
in that year especially as regards the estimates of the variation in 
production in countries of great influence pn the regional growth rate, 
such as Argentina and Brazil, 

ANSII UTUAFFSSSSAGA I B I ' I « « HO .I .m„ .W-U 

7/ The latter index in particular has been used in preparing tables 4 and 5 
of this chapter, 

Bj Among the main differences, the following may be mentioned: (a) a 
different coverage of products in the national accounts estimates and 
in the FAO index of production volume. Normally, this coverage is more 
extensive in the national accounts series; this situation, however, is 
inverted in some cases when the preliminary national accounts estimates 
for recent years are based on groups of products; (b) different systems 
to estimate value and importance by products and countries applied in 
estimating the value of production in the national accounts and in the 
FAO production index; (c) different criteria in respect of certain 
products and countries for the allocation of production to calendar 
years according to agricultural years; and (d) the simulataneous 
existence of several official sources of statistics for the production 
figures of some groups of products, which are used with a different 
criterion of preference for the national apcounts estimates and the 
FAQ index of the volume pf production, 

/Table 1? 
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Table 17 

LATIN AMERICA I RATEJS Of GROWTH OP AGRICULTURAL PRODUCTION 

(Peraentages) 

I964-I965/1959-I960 1969-1970/1364-1965 a/ I959-I970/I959-I9605/ I97I/I970 £/ 

Country 

1 

FA,0 
statistics 

National 
ao counts 
statistics 

FAO 
statistics 

National 
accounts 

statistics 

FAO 
statistios 

National 
accounts 

statistics 

FAO 
statistics 

National 
accounts 

statistics 

Argentina 2.7 3«2 2.8 0.8 2.7 Z.O -7.I -2.6 
Brazil 3. 2 4»9 3.2 3.8 3.2 4.3 4.8 11.4 
Mexico 5.7 4,9 2.3 2,8 4,0 3.8 3.3 3.0 

Colombia 2.6 2.8 3-7 4,4 3.2 3.6 3.8 2.4 
Chile 1.5 2.6 1.7 1.7 1.6 2.2 7-2 6,0 
Peru 3.5 2,4 0,5 2.9 2.0 0.8 1.0 
Venezuela 5.3 5,4 5*6 5.Ó 5.7 5.3 2.7 4,1 

Costa Rica 5.3 4,2 8C0 6.0 6.7 5.1 5.6 5.0 
El Salvador 5.8 4,5 1.7 2.6 3.7 3.5 11.2 3.4 
Guatemala 6.8 4*3 3*5 2.7 5.1 3.5 1.6 3.9 
Honduras 4.7 4*2 4.6 4.5 4.6 • 4,4 6.3 4,4 
Nicaragua 13.8 9.8 2.2 2,6 7.9 6.2 13.4 4.7 
Pànama 3.9 5.3 6.2 5.5 5.1 5.3 1,4 5.5 
Dominioan Republic -1.2 0.8 2.8 3.2 0,8 2.0 5.2 7.5 
Haiti 0.8 1.1 1,1 1.4 1.0 1,2 1.9 6,4 

Bolivia 4.3 2.9 3.5 1.4 3*9 2el 7-1 5.2 
Ecuador 6.2 3.2 0,8 3.8 3=5 3.5 0.0 2.0 
Paraguay 3.4 4.0 2,7 1,8 3»o 2.9 0,0 1.8 
Uruguay 4.5 2.5 0,4 1.0 2 »5 1.8 -7.2 -0.2 

tatto America 
(excluding Cuba and 
the Caribbean) 3.3 5/ 4.0 3.0 2/ 2.9 3 As/ 3.5 0.0 s/ 4,6 

Source; Statistics obtained from FAO and the national accounts of the various countries. In the columns marked 
"FAO statistics",, the" country estimate was made by ECLA on the basis of figures for the individual 
produots provided by FAO. 

a/ The rates were calculated qn the basis of the averages of t̂ ie tuc-celendgr-year periods indicated, 
b/ Variations between the calendar years I970 and 1971 were estimated on the basis of provisional figures, 
c/ Including Cuba, 

/in the 
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In. the circumstances, it would appear to be more to.the point to 
begin by studying agricultural development in the period between 1964/1965 
and 1969/1970, bearing in mind that in these cases the FAO series and the 
national accounts series coincide to a considerable extent, and also 
because the trends of these periods »my be taken as an indication of the 
recent development of the agricultural sector, a fact of special importance 
in the analysis of the sector of production which by its very nature 
undergoes considerable fluctuations from one year to another. The next 
step would be to comment briefly on the most probable conclusions to be 
derived from 1971 data. 

(ii) Trends in agricultural production. Between 1964/L965 and 
1969/1970, agricultural production in Latin America grew at an average 
annual rate of around 3 per cent «* according to the two series already 
mentioned - i.e., at a rate similar to that of the increase in population. 
This percentage was below the international Development Strategy target 
of an average annual increase in production of 4 per cent, and constituted 
a deterioration of the growth rate registered in the previous five-year 
period. This unsatisfactory growth rate is particularly significant, since 
agricultural production in Latin America should be growing at rates of 
more than 4 per cent, given specific export and import hypotheses, because 
inter alia, thè rate of population growth in Latin America is higher by 
around one-half of 1 per cent than that estimated in the International 
Development Strategy. This overall rate naturally depends on the particular 
situation and prospects of each country, e^g,, population, level of 
living, external trade in agricultural products, overall growth and 
income distribution, 

^ per capita agricultural production is reviewed in the light of 
what has taken place in the different countries of the region, it may be 
observed that between 1964/1965 and 1969/1970, it increased in seven 
countries (Brazil, Colombia, Ecuador, Honduras, Venezuela, Panama and 
Costa Rica), the largest increases being recorded in the last three. 
Conversely, per capita production dropped in the other twelve countries, 
Peru and Paraguay accounting for the sharpest contractions (see table 18). 

Although average per capita agricultural production underwent no 
change between 1964/1965 and 1969/1970, the apparent per capita food 
consumption index must have increased by a specific amount, taking into 
account the development of external trade in foodstuffs and other indexes 
such as nutrition and specific statistics. 

/Table 19 
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Table 18 

LATIN N E R I C A » RATES OP GROWTH OP OVERALL AND PER CAPITA AGRICUOTRAL PRODUCTION 

(Percentage) 

19é9-1570A9^1?65 a/ 
Country '•• " i —jj - • • • • 1 1 • •» • 1 — 

Overall Per oapita 
1 11 11 1 • """' 1 ""* 

Argentina 0.8 -0»7 
Brazil 3.8 0*9 
Mexico 2.8 -0.6 

Colombia, 4,4 0«9 
Chile I«7 «0,5 
Peru 0.5 -2.6 
Venesuela 5.0 1.6 

Costa Rica 6,0 2.8 
El Salvador 2.6 -0.7 
Guatemala, ' 2.7 -0.1 
Honduras 4,5 li,0 
Nicaragua , 2*6 -0*3 
Panama 5»5 2.1 
Dominican Republiq 3«? . -062 
Haiti 1.4 • -1,0 

Bolivia lc4 -1.0 
Ecuador 3*8 0.4 ' 
Paraguay 1*8 -1»6 
tfruguay 1,0 -0.2 

Latin America (excluding Cuba and the 
Caribbean) 2»3 -0,1 

Sour opt ECLA estimates based on national aooour.ts statistics of the various countries. 

a/ The rates were calculated on the basis of the averages for the two-oalendar-year . 

periods indioated. 

/As regards 



- 117 -

As regards 1971, the provisional and contradictory nature of the 
statistical data to some extent limits the possibility of an accurate 
appreciation of what development has occurred. However, some provisional 
conclusions may be drawn: (a) in seven countries (Brazil, Costa Rica, 
Chile, Honduras, Nicaragua, Dominican Republic and Bolivia), the growth 
rate was more than 4 per cent, and significantly more so in some cases, 
and (b) in Argentina and Uruguay, production seems to have declined. It 
is precisely the estimated drop in the FAO index of agricultural 
production in Argentina, and to a much lesser extent in Uruguay, which 
determines the result of the FAQ overall index. 

Thè breakdown of development in the agricultural sector by groups 
of products (see table 19) shows, first that between 1959/1960 and 
1969/1970, the rate of growth of the crop and livestock sub—sectors was 
fairly similar. Secondly, if the behaviour of the main agricultural 
products during the terv-year period indicated is reviewed, a relatively 
low growth rate may be observed, less than or equal to 3.5 per cent 
annually, in the production of wheat, potatoes, sugar cane and bananas; 
the rates for maize, rice and cotton, pn the other hand, were higher than 
4 per cent annually, Coffee is a special case, since on an average a 
decline is recorded for the ten-year period, due to the drop in Brazil8s 
production, which, however, more than regained its previous level in 1971. 

Thirdly, in the case of livestock products,' the production of beef, • 
mutton, pork and milk grew by 3 per cent pr less. In contrast, poultry 
production rose at a significant rate} with an annual increase of 5,6 per cent 
in meat and 4,5 per cent in eggs, 

A comparison of agricultural development in Latin America with that 
in other parts of the world reveals its backward state, particularly in 
terms of per capita output, Latin America's total production in 1970 
was 20 per cent higher than in 1963 (average for the five years 1961/1965): 
this was the same percentage increase as for the developed market economy 
countries, but less than that for the Far East (24 per cent), the 
Middle East (25 per cent), Africa (22 per cent), and Eastern Europe and the 
USSR (29 per cent). In terms of per capita production, the situation 
in Latin America is deteriorating: in 1970 it was slightly below the 1963 
level, compared with an increase of 10 per cent in the developed market-
economy areas, a rise of 20 per cent in the socialist countries of 
Eastern Europe and the USSR, and figures the same as or slightly higher 
than the base year figure in other developing regions. 

/Table 19 
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Tabla 19 

U T I N AMERICA I EVOLUTION OP AGRICULTURAL PRODUCTION BY GROUPS OP PRODUCÍS 

(Percentage annual growth r a t e s ) 

I959-I960/ 1964-1965/ 1959-W 

• 1964-1965a/ 1969-19700/ 1969-1970a/ 

Volume of agricultural production» 

Total 3.3 3.0 3.1 
Per capita 0.4 0.0 0,1 

Volume of crop production: • ••• . • 

Total 4.1 2.5 • 3.3 
Per capita 1.2 -0,4 0.4 

Volume of livestock production t 

Total 2.6 3.8 3.2 
Per capita -0.3 0.9 0.3 

Volume of food production t 

Tota • • : 3.7 3»5 3.6 
Per oapita 0,8 0,6 0.7 

Volume of total production of some important products: 

Wheat 10,6 n4.o 2.6 
Maize 4.6 3.5 4.1 
Rice 7.3 2,1 4.7 
Potatoes 3*5 2,9 3.2 
Sugar cane 0,4 3,2 1.8 
Bananas 4.0 3.0 3.5 
Coffee 7.8 -2.1 
Cotton (fibre) 9.7 0.2 
Beef 1.7 5.1 3.4 
Poultry (meat) .6,0 5.2 5,6 
Milk (non-processed) 2.7 2.9 2,0 
Egga 4,3 4.6 4,5 

Sourcei S t a t i s t i c s provided by PAO, 

a/ the rates were calculated on the basis of the averages for the two calendar year periods indicated. 

/(iii) Factors 
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These (Wi) Factors which explain the trends of prpduction. 
disparities derive basically from the highly uneven rates of 
technological progess in agriculture« FAQ figures for the contribution 
to the increased world production or grains over the period 1960/1971 
made by the expansion of cultivated area and the improvement in yields 
clearly show that Latin America is at a distinct disadvantage compared 
with other regions: 

Region 

Western Europe 
North America 
Latin America 
Far East 
Middle East 
Africa 
Eastern Europe and USSR 
China 

Area 

-2.9 
<34,6 
57,4 
41,7 
36,4 
43.4 
3,3 
21.2 

i p e r c e n t a g e 

Yield 

102.9 
134,6 
42.6 
58,3 
63.6 
56.7 
96.7 
78.8 

20,0 

Sourcei FAQ, State of Food and Agriculture,. 1972. 

80.0 

However, in Latin America as in other developing regions a substantial 
improvement is noted in the past decade over the previous one, since during 
the period 1948-̂ 1971 the contribution of the expansion of cultivated area to 
the rise in grain production had been 68,6 per cent, while that of the 
increase in yields was only 31.4 per cent. 

Improvements in yields are influenced by many factors, and in most 
cases these must be closely associated if the desired results are to be 
obtained. It is possible to gauge the rate of the process of modernization 
of agriculture from an analysis pf certain indicators, however, this is so, 
for example, in the case of such indicators as the consumption of fertilizers 
and the use pf mechanized equipment, on which fairly complete data are 
available, 

/Latin America 
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Latin America shows an impressive rate of increase in the use of 
fertilizers over the past decade: 12.6 per cent annually, compared with 
the world rate of 8.8 per cent, which was itself relatively high. This 
trend was consolidated in 1971, sincc the increase for the region was nearly 
20 per cont, compared with the world rate of 3.5 per cent. 

A decisive factor to explain the increase recorded by Latin America 
was the growth of Brazil's consumption of fertilizers, from just.over 
200,000 tons of NPK annually during the five years 1962-1966 to 600,000 tons 
in 1970 and nearly 1 million tons in 1971 9/. The other big fertilizer 
consumers are Mexico, with a volume of nearly 600,000 tons in 1971 and a 
steady growth rate of over 12 per cent annually, and Cuba, with around 
100,000 tons. In other words these three countries represent about 
two-thirds of the region's total consumption. The rest of the countries, 
although in most cases they also recorded high growth rates, accounted 
in 1971 for a total consumption of about 1 million tons (see table 20), 

The process of mechanization in the region has, continued steadily. 
The number of tractors in use in"Latin America rose from an annual average 
of 411,000 in tho five years 1961-1965 to 567,000 in 1970,"i.e., by 
4.7 per cent annually. Over the same period, the world total increased 
by 3,3 per cent annually from 12,4 million to 15,6 million (seo table 21). 
In spite of this rapid progress, the low level of.mechanization in 
Latin America is quite striking when it is considered that in 1971 the 
region possessed only 3.6 per cent of the inventory of tractors, while 
accounting for about 9 per cent of the total arable land under continuous 
cultivation. 

As regards land use, the ai"aa of cultivated land per head in 
Latin America is about half a hectare, which is half the corresponding 
area in the United States, thq USSR and Africa, and one-third of that in 
Oceania. Only Asia and Europe are below the figure for the region, but 
in Europe the productivity of the soil is much higher than in Latin America, 

FAQ figures; according to other sources, the consumption of NPK in 
1971 was 1,35 million tons, 

/Table 20 
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Tabla 2 0 

UTIN AMERICA : FERTILIZER CONSUMPTION 

(Thousands of tons of NHC) 

Average 
I970 1971 

Annual growth rates 
(percentages) 

I962-I966 
I970 1971 I962-I966 

to 1970 
1970 to 
1971 

Argentina 24.0 79.8 86.9 22-2 8.9 

Brazil 223O8 601.4 957.? I7.9 59.3 

Colombia 121.2 170 1̂ I77.O .5.08 4.1 

Chile 102.6 i4Q.4 I58.7 I3.O 

Peru 94.0 81.6 II9.0 -2.3 45.9 

Uruguay 3I.I 43.0 50.5 5.6 37.. 6 

Venezuela 
co

 » 
ir> 
o

i 47..O 69,4 10,5 61.5 

Other South American countries a / 16,3 41.6 41.9 16,9 0.7 

Mexico 259.7 530.3 594.4 12.6 12.1 

Central Amerioa b / IO9.9 199.7 241.3 10.4 21.1 

Cuba 168.2 478,5 396,3 I9.0O -I7.2 

Other Caribbean countries ¡¡/ 90..5 io7.6 10.6 I8..9 

Total Latin America 1 226.0 2 W 2 991.0?, 12.6 19. «5 

World total 37 741«? 62 637.1 67 968.9 8.8 8.5 

Ratio Latin America/acrid 

(percentages) 3o2 4.0 4.4 

Sourosi FAO. 

e j Bolivia, Eouador and Paraguayo 
b / Costa Rica, E l Salvador, Guatemala, Honduras, Nicaragua and Panana» 
a/ Barbados, Guyana, H a i t i , Jamaica, Dominican Republic and "ft-inldad and Tobago. 

/Table 21 
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labia 21 

LATIN AMERICA: NUMBER ® TRACTORS 

(Thousands) 

Average Annuel gpow^ rate 
I96I-.3.56S , (percentages) 

AjpgentJna 139.0 180,0 3.8 

Brazil. 70,7 99.4 5.8 

Colontola 24,3 27.9 2.0 

Chile 21.2 30.5 5.3 

Peru 8.0 12.3 6.3 

Uruguay 23.8. 25*4 0.9 

Venezuela 13.1 19.2 5*6 
Otha? South American countries s/ 3.8 6,1 7.0 

Mexico f4c8 92.0 5.1 

Central Aaerioa b/ 14„0 19.4 4.8 

Cuba 18.4 36®0 10.1 

Other Caribbean countries 0/ 10„0 • 18.7 9.4 

Total Latin Ataerloa 411.1 5 & 1 

World total 12 15 558.1 

Latin Amerloa/lJorld (/') 3.3 3.6 3.3 
Source; FAP» ' . 

a/ Bolivia, Ecuador and Paraguay« 
b/ Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and Panama. 
0/ Barbados, Guyana, Haiti, Jamaica, Dominican Republic and Trinidad and Tobago, 

/Dnly about 
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Only about quarter of the agricultural area in Latin America is 
cultivated land, but this proportion varies markedly within the region. 
Crop farming is predominant in all the Central American countries, the 
Caribbean islands, Ecuador and Panama, because the population density 
is greater in these countries, where the proportion of cultivated land 
ranges from 4Q to 55 per cent, or twice the regional average. In 
contrast, in Uruguay and Paraguay, which are essentially stock-raising 
countries, the proportion cultivated is less than 10 per cent. The 
rest of the countries are somewhere between these two extremes. 

Although there is no shortage of natural resources for agricultural 
and forest production in Latin America (as there is in the Middle East, 
for example), the essential problem being under-utilization, it would 
be wrong to be too optimistic about the production potential of the 
reserves of arable land, for what is often referred to as the immense 
agricultural potential of the equatorial and Amazon regions and some 
tropical savannas in Latin America is subject to certain limitations due 
partly to the special climatic and soil conditions found there. Moreover, 
the scant fertility of some tropical savanna soils is steadily diminishing 
as a result of the strong vertical leaching due to heat and humidity 
in the rainy months and to the drying and hardening of the uncovered soil 
in the dry season. The effects of these limitations of the agricultural 
potential of tropical savannas are observable throughout most of the 
year in various parts of the Orinoco llanos of Colombia and Venezuela, 
in the North-East of Brazil, in northern Mexico, and in other semi-desert 
areas in Latin America where usable natural pastures grow only during a 
few months of the year. 

Furthermore, in the Andean countries certain faulty mountain 
farming practices are leading to continual impoverishment of the soil. 
Outstanding among these, because of their deleterious effects, are 
down-slope furrows, the cultivation of cleaning crops on slopes, 
over-grazing, and excessive land use. 
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( c ) Natural resources^and^nergy. 

In Latin America, the characteristics of the natural resources and 
the use made of them by each country have been factors of "importance in 
the orientation of the countries® main economic activities and the level 
of development attained. Activities directly or very closely linked to 
the use of natural resources still account for around 30 per cent of the 
regional product and employment and more than 90 per cent of exports. 
Although these figures are declining on account of the development of 
secondary and tertiary activities, they are only losing their importance 
slowly. 

The need to safeguard the ecological balance makes it urgent to 
consider natural resources and plan their use in the light of the criterion 
of "integral ordering", but for practical reasons only energy, mineral and 
water resources are analysed here, inline with the specialization decision 
adopted also by the Committee on Natural Resources of the Economic and 
Social Council. 

pcmrcercial energy. It is estimated that Latin America's total 
energy consumption reached 209 million tons of petroleum equivalent 
(tons p.e.) in 1970. Vegetable fuels accounted for slightly over 20 per 
cent of this, but for practical reasons in the review made, attention is 
mainly concentrated on commercial forms of energy (petroleum, natural gas, 
hydroelectric power, nuclear power and geothermal energy) (see table 22)0 

On the basis of the consumption of commercial energy for the whole 
of Latin America and the trend of its development during the past decade, 
it may be estimated that the targets laid down by the International 
Development Strategy will require a growth in consumption of not less 
than a cumulative 7.8 per cent per year. 

Although the supply of energy is facing serious difficulties, its 
growth rate has been satisfactory in recent years and is fairly close to 
the target figure mentioned above, for the consumption from commercial 
sources increased from 91 million tons p.e., in 1961 to 165 million tons 
in IS70, i.e., a cumulative annual rate of 6,7 per cent (1961-1970) and 
7.3 per cent (1966-1970). In 1971, the rate rose to 7.7 per cent. The 
highest growth rates of the last five years were in Ecuador, Brazil, 
Mexico and Colombia, the growth rate for the first two countries being 
more than 9 per cent annually. Hydrocarbons (petroleum and natural gas) 
contribute more than four-fifths of Latin America's supply of commercial 
energy, the other important source being hydroelectric power (17 per cent 
in 1970). 

/Table 20 
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Tabi« 22 

LATIN AMERICA: PRODUCTION AND CONSUMPTION OP ENERGY 

(ihpusends of tons of petroleum équivalant of 10 yoo koal par fcg) 

Production Consumption 

Goal Hydro-
carbons 

Hydro« 
elec-

tricity 
Total Coal Hydro-

carbons 

Hydro-
elec-

tric! ty 
Total 

1961 

Argentina 137 16 358 335 16 830 995 15 244 335 16 574 
Brazil 1 C68 5 217 6 152 12 437 1 674 13 135 6 152 20 961 

Mexico 952 ?-5 598 1 552 28 102 990 16 968 1 552 19 510 

Venezuela 20 Idi 319 27 iai 366 2-9 8 126 27 8 182 
Andean Gropp 2 832 17 3*>9 2 487 22 738 3 018 9 288 2 487 14 793 
Central Amerioa - 272 272 m 1 595 272 1 867 

Rest of Latin America » 9 088 358 9 446 38 8 285 358 8 681 

Total Lm £54 S43 ' H 271 191 Lm 72 641 11 183 ?o 568 

Total (including vegetable 
fuels) 27.6 128 64? 

12Z0 

Argentina 349 27 188 440 27 977 828 25 445 44o 26 713 
Brazil 1128 9 299 11 549 21 976 2 4io 23 511 11 549 37 470 
Mexico 1749 4x 8c4 4 244 47 797 2 081 34 700 4 244 4i 025 

Venezuela 25 235 790 1 168 236 983 252 14 219 1168 15 639 
Andean Group 2 838 29 919 4 464 37 221 3 204 17 475 4 464 25 143 
Central America «e» * * 663 663 4 3 096 663 3 763 

Rest of Latin Amerioa m 10 134 428 10 562 21 14 382 428 14 831 

Totgl 6 089 
llllM»»! Wirf» 22 956 2&JZI 8 800 132 828 22 956 164 584 

Total (including vegetable 
fuela iZLm 208 828 

Source: ECLA, on the basis of official statistics» 
a/ To express hydro electricity in terms of petroleum equivalent, the equation 1 kwh = 3 300 koal was used for 

I96I, and 1 kwh - 3 200 kcal for 1970, as regional f-wsrages. 

/The surplus 
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The surplus of commercial' energy production over consumption registered 
for Latin America and" the Caribbean (383 million tons p.e,,as against 
165 million in 1970) mainly reflects the oil exporting capacity of Venezuela 
and, to a lesser extent, Trinidad and Tobago, Excluding these two countries, 
commercial energy production was less than consumption in 1970 (136 and 
145 million tons p.e.,respectively). In 1972, eight countries (Bolivia, 
Colombia, Chile, Ecuador, Mexico, Peru, Trinidad and Tobago and Venezuela) 
produced more Commercial energy than they consumed, Argentina produced 
approximately the same amount as it consumed, while the rest produced less 
and have to depend on large-scale imports of petroleum. 

As regards the petroleum-industry, it may be observed that between 
1961-1970 the production of crude oil in Latin America rose from 228,2 to 
304,8 million cubic metres per .year (an annual cumulative rise of 3,3 per 
cent), but the region's share in world production dropped from 18 per cent 
to 12 per cent. In 1971, regional production as a whole dropped by 2.4 per 
cent as an effect of the drop in Venezuela (4,3 per cent), despite ,the 
fact that in the other countries of the region production increased'" by 
2 per cent. The decline in Venezuelans production increased to 13.8 per 
cent in the first eight months, of 1972, 

In comparison with confirmed world reserves', regional reserves 
dropped from 8.6 per cent to 4,2 per cent between 1961 and 1970, but in 
1971 and 1972 Ecuador and Peru discovered important oilfields. 

Latin American exports of crude oil and petroleum products in 
1970 amply surpassed corresponding imports, the figures being 231 and 
70 million cubic metres, respectively, but if Venezuela is excluded, the 
region becomes a marked importer (35 and 70 million cubic metres). 
Judging from the imports of crude oil made by the countries of the region 
the supply from within the area has steadily declined from 56.1 per cent 
of requirements in 1961 to 4Q.1 per cent in 1970, The entry of crude oil 
from the Middle East, Africa and the Soviet Union is on the increase. 

The consumption of hydrocarbons grew at an annual average rate of 
nearly 7 per cent from 72.6 to 132.8 million tons p.e. ,(1961-1970), The 
consumption of natural gas grew by 10 per cent annually over the same 
period, 

Latin America's hydroelectric potential constitutes one of its major 
natural resources, which is still little exploited. It has been calculated 
indirectly that the hydroelectric resources which could be economically 
developed amount to 2.82 million kWh in an average hydrological • 

/year, i.e., 
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year, i.e., 35 times more than the electricity generated from this source 
in 1970, One-third of this potential is concentrated in Brazil, and ' 
one-half in the Andean Group, including Venezuela, Only one-third of all 
this potential has been identified in specific projects. 

Between 1961 and 1970, the installed generating capacity in the 
region grew from 19.7 to 40 million kW (an annual cumulative rate of 
8.2 per cent). The share of hydroelectrlcity rose from 41 per cent to 
46 per cent during this period (see table 23). 

The production of electrical energy showed a cumulative annual 
growth rate of 8.1 per cent over the period 1961-1970 and in all the 
•-̂.i rfcries except three this rate was at least double that of population 
growth. In 1971, electricity generation attained an exceptional growth 
rate of 11.2 per cent. 

Despite the foregoing energy growth rates, population growth has 
meant that per capita electricity consumption has remained modest for 
Latin America as a whole (530 kWh compared with the world average of 
1,365 kWh in 1970), Among the major regions of the world, only the rest 
of the developing countries as a whole have a lower level of consumption 
(135 kWh/inhabitant). While consumption in the region grew at a rate 

•>) of 5.2 per cent annually (1961-1970), the rate for the world as a whole 
was 6.1 per cent and that far the other developing countries 9.1 per cent. 
In 1971, the rate for Latin America rose to the level of 8.5 per cent. 

(ii) Mining. The reserves of metalliferous minerals in the region, 
which are still inadequately known, are very considerable and represent 
a high proportion of the world total for several of these minerals; a 
preliminary estimate (1970) gives the following percentages: copper, 

* 30 per cent; nickel, 24 per cent; bauxite, 20 per cent; tin, 15 per cent; 
zinc, 15 per cent; iron ore, 12 per cent. The size of the known reserves, 
especially of iron ore, copper and nickel, is constantly being revised 
upwards, increasingly so during the latter half of the 1960's and the 
beginning of the 1970ss. 

Latin America's current contribution to the world supply of minerals 
is considerable* The production of all the main minerals grew appreciably 
during the decade 1961-1970, but the relative shares in world production 
of copper, lead, zinc and bauxite declined markedly. Bauxite dropped from 
46.2 per cent to 41,8 per cent, copper from 18,8 per cent to 15.8 per 
cent, lead from 16.8 per cent to 12.6 per cent, and zinc from 15.3 per cent 
to 12.9 per cent. Conversely, the share of iron ore in world production rose 
from 8.1 per cent to 11,4 per cent and tin from 16,4 per cent to 20 per cent. 
Available data for 1971 indicate a tendency similar to that of tho previous 
decade, although a drop in the share of tin is a new factor. 

/Table 25 
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Table 23 

s / 
LATIN AI-ERICA: INSTALLED CAPACITY, TOTAL GENERATION CP ELECBUCIW 5 1 AND 

, . TOTAL GENERATION BT FUBLIC SERVICES 

Annual average growth r a t e 

I96I 1 9 « WO I971 
1966- 1970- W O - 1971-
19él 1966 I96I 1970 

Total I n s t a l l e d capacity (thousands of tar) 

Argentina 3 712 5 481 6 670 7 100 8.1 5.0 6.8 6.4 

f r a z i l 5 205 7 5 11 233 12 700 7.8 10.4 8.9 13.1 
I«X?,'30 3 275 5 707 7457 8 100 11.8 6.9 9.6 8.6 

Ai-ùaar. end Venezuela 5 106 7 485 9 92J 10 500 7.9 7.3 7.6 5.7 
Ce.i'jr-j'i Atnerioa 4?6 858 1 101 1 150 12.5 6.4 9.8 4.5 
Otn-i:3 1 921 2 407 3 627 3 750 4.6 10.8 7.3 3.4 

Total 1? m 29 504 4o 017 4? ?0O M M 8.2 M 

Total by publie s e r v i c e s 22 937 32 598 ft?!? 2=2 hl 
Total generation of e l e c t r i c i t y (millions of kuh) 

Argentina 11 5̂ 8 15 927 21 743 23 623 6.7 8.1 7.3 8.6 

Brazil 24 405 32 654 45 46o 51 870 6.0 8.6 7.2 14.1 

Mexico 11 746 19 024 28 590 32 300 10.2 IO.7 10.4 11.3 
Andean Group and Venezuela 17 431 26 803 36 482 4o 453 9.0 8.0 8.6 10.9 

Central America 1 624 2 733 4 120 4 453 11.0 10.8 10.9 8.1 

Others 6 133 8 874 10 636 11 457 7.7 4.6 6.3 7.7 

Total 72 887 lofi 015 147 031 164 156 TA M 8.1 1U2 

Total by puhIlo services 57 238 85 187 12? 912 1?? 58I M 2iâ 2â£ 11.1 

Sourcei ECLA, on the b a s i s of o f f i c i a l s t a t i s t i c s * 

a / Publio servioes and s e l f - p r o d u c e r s . 
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The index of the volume of mineral production for the region as 
a whole, using as a base 1963=100, increased during the 1960*s at an annual 
cumulative rate of 4 per cents i.e., less than that of the growth of the 
gross domestic product. According to data for 1971 and port of 1972, the 
volume of production of the traditional minerals (copper, tin, load and 
zinc) seems to have stabilized in comparison with 1970, but there is an 
increase of 5 per cent for 1971 in the production.of bauxite and iron ore. 

Mineral exports play an important role in the external trade of 
many countries (Bolivia, Chile, Guyana, Jamaica, Peru, etc.) and also of 
the region as a whole. During the 1960*s, their value increased from 
2,210 million dollars in 1961 to 2,960 million in 1970s i.e., a cumulative 
annual growth rate of 10.5 per cent, much higher than tho increase in the 
index of mineral production. 

In 1971, however, there was a drop in the value of mineral exports 
(to 2,600 million dollars). The main cause was the notable drop during 
1971 in world prices of copper, lead and tin, without any compensatory 
increases in volumes of production. 

During the 1960 *s, and the first years of the 1970*3, some favourable 
changes have taken place for the economy of the region, due to an increase 
in the degree of processing of mineral exports. Notable improvements in 
the degree of processing of copper produced in Mexico and Chile are to be 
observed, while in Mexico and Argentina the processing of lead and zinc 
has made appreciable progress. In Bolivia, production of metallic tin 
has risen from the very low proportions of earlier years to 22,4 per cent 
of total production in 1971. In Jamaica, the production of aluminium for 
export has increased considerably. In Latin America as a whole, the export 
of iron ore concentrates and agglomerates (pellets) rose from 1,800,000 tons 
in 1966 to 4,400,000 tons in 1970 and 5,800,000 tons in 1971. 

(iii) Water resources. Although Latin America is fairly rich in water 
resources, their irregular distribution, the minimal extent to which they 
have been utilized and the lack of control over their adverse effects have 
been obstacles to economic and social development. 

In 1970, the region used some 3 per cent of the available'surface 
water and a similar proportion of potential hydroelectric resourcesj only 
6 per cent of the cultivated area is irrigated, although about 25 per cent 
suffers from a shortage of water at some point of the crop cycle, and 
140 million inhabitants have no piped drinking water supply. In some 
areas, water erosion on a vast scale, flooding and contamination cause 
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serious damage. Moreover, water legislation has reached a critical state 
where thorough modification is- required, or else the formulation of new 
codes that are suited to socio-economic realities and to current 
technological progress. 

For all this, much progress was made between 1961 and 1969 in certain 
sub-sectors, such as hydroelectricity, drinking water supply and 
industrial water supply, which in the region as a whole expanded at 
annual cumulative rates of 9.6, 6.7 and 6,5 per cent respectively. Other 
activities such as irrigation, inland waterway navigation, flood control 
and water quality conservation have made virtually no progress at all, 
however. 

5, Economic growth and the external sector 

( a) External sector trends 

In recent years, the relation between the growth of the product and 
the growth of imports and exports appears to have changed. In the early 
1960*s, the product grew more rapidly than exports (in both absolute 
values and purchasing power) and imports-. A comparison of the figures 
given in table 24 for 1961-1963 and 1966-1968 indicates that this trend 
was particularly marked in Argentina, Colombia, Mexico and Venezuela.- In 
contrast, comparison of the figures for 1969-1971 with those for 1966-1968 
shows that the relatively high average annual growth rate of the product 
which was slightly exceeded by the expansion in the purchasing power of 
exports, was surpassed to a greater extent by the increase in imports, 
but not in exports. This trend is particularly noticeable in Brazil and 
Mexico, where these two variables grew by an annual average of over 
10 per cent. 

The picture changes somewhat if 1971 is looked at in isolation, 
since the current value of exports of goods and services grew by only 
3.7 per cent in that year. This figure is not only lower than the 
target of slightly over 7 per cent set in the International Development 
Strategy, but also signifies a stagnation or decline in real terms 
if account is taken of inflation in the industrialized countries 10/. 

10/ The target of 7 per cent laid down in the International Development 
Strategy should, of course, be considered in terms of the purchasing 
power of exports, although the variation in volume should also be 
taken into account in order to complete the appraisal. 
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Sable 2k 

LA TIN AMERICAS ^ (HUWffl OF PRODOCT AND OP EXTERNAL EUDE, I96I-I97I 

(Annual growth rates) 

\ 
Period 

coutrtes^^N^^ 

I969-I57I/I966-I968 1966-1968/1961-1963 1969-1971/1961-1963 i \ 
Period 

coutrtes^^N^^ 

GDP 
at market 
prices 

Purcha3 
ingp<raex 
ofexport* 
of goods 

services 

Exports 
ofgoods 

and 
sendees 

Imports 
ofgoods 

end 
services 

GDP 
at 

market 
prices 

Purohas 
ing power 
of export! 
of goods 

and 
services 

Exports 
ofgoods 

and 
servieei 

Impots 
ofgoodi 

and 
sezvim 

GOP 
at 

market 
prices 

Purcher 
Ing power 
»¿experts 
)f goods, 

and 
services 

Exports 
ofgoods 

and 
services 

: 

toporis 
ofgoods 

and i 
Bsr&ces 

Argentina 5.3 2.5 .3.0 10.8 4 .2 3.5 3.0 -1.8 4.6 3.2 3..0 2«C" 

Brazil 3.0 I3..5 11.7 17.0 4.0 5.2 5.7 3.6 5.8 8.3 7.9 8,5; 

Mexico 6,6 10,1 7 . 2 10.3 7.8 4.7 4.8 ' 6.3 7.3 6.7 5.7 7.8 

Subtotal 7*1 9-1 7.7 12.8 5.3 4.5 4.6 2.8 6.0 6.2 5.7 6«5| 

Chile 3.7 6.5 2.4 8.0 4.7 11.3 5.2 3.9 4.3 9.5 4,1 5.4 

Colombia 6a 7.2 6.4 7.0 4.8 3.9 3.1 3.2 5.3 5.1 4.3 4.6 

Peru 3^ 6,4 1.1 -0.6 4.8 6.2 2.6 8.2 4.2 6.3 2.1 4.8 

Venezuela 4.3 1.2 1.9 5.0 5.9 -2.7 2.8 2.0 5.3 -1,2 2.5 3.j 

Subtotal 4.5 4.2 2.5 4.9 5a 1.8 3.2 3.8 2.7 2i9 k.p 

Rest of the ccutttri< >¿2/5.0 5.3 4.9 7.0 4.5 8,0 7.4 8.5 4.7 7.0 6.4 

Total <d 6j6 5*1 2s1 4.0 M 4j2 hi hi M. 6.pj 
. 1 
1 

Sources ECLA, on the basis of International Monetary Fund, Balance cf Payments Yearbook« Figures for I971 are 
ECLA estimates on the basis of national data* 

Notes ihe rates of growth were calculated as between the central years of the three-year periods considered* 
a/ Excluding Cuba end the Caribbean, 
b/ C&talned by computing the difference. 
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This unfavourable situation is attributable to a combination of reasons, notable 
among them being the fall in world commodity prices and the slackening of growth 
in the industrialized countries which curtailed demand for primary products 
in the major markets. In actual, fact, the total value of Latin America*s 
exports would not have risen at all had the price of petroleum not risen and 
boosted Venezuela*s export figures (see table 25), 

The country most affected by the drop in export prices in 1970 was 
Chile, but in 1971 a fall in the prices of other products affected more 
countries. This was why the value of exports dropped in Bolivia, Colombia, 
Chile, Guatemala and Peru, stagnated in Ecuador and El Salvador, and rose 
only sluggishly in Brazil, Costa Rica and Nicaragua, Additional 
contributory factors in some cases were unfavourable weather and somewhat 
rigid exchange policies. 

The 10 per cent increase in 1971 in the value of imports of goods and 
services, although high and exceeding in current but not constant values 
the target set in the IDS, was less than in 1970, While in four countries 
(Colombia, Honduras, Uruguay and Mexico) imports declined in absolute 
terms, imports expanded by 30.5 per cent in Ecuador, 28 per cent in Brazil, 
and between 20 and 10 per cent - in decreasing order - in the Dominican 
Republic, Costa Rica, El Salvador, Argentina, Panama and Venezuela. 

The fact that imports expanded more rapidly than exports in 
1971 swelled the region's trade balance deficit by some 1,100 million 
dollars. This, combined with a rise of some 300 million in net outlays 
in respect of profits and interest, increased the total deficit on 
current account for the region as a whole from 2,800 million dollars 
in 1970 to approximately 4,200 million in 1971, Despite this current 
account deficit, however, the total balance of payments of the region 
showed a surplus of an estimated 400 million dollars in 1971, owing to 
a net inflow of non-compensatory capital amounting to 4,600 million 
dollars: some 400 million higher than in 1970, An important component 
in this increase was the rise in the inflow of capital to Brazil and 
Venezuela, for other covntries (Argentina and Chile) experienced sharp 
cutbacks, while in most of the remainder there was no real change between 
1970 and 1971 (see table 25), 
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Table 25 

urn ¿¡-ERICAS BALANCE OP PAYMENTS BY COUNTRIES AND BY PRINCIPAL ITEMS 

Exports of goods Imports of goods Balance on Balance of payments 
and services-per and services-per ourrent before compeuflatory 

oentage change oentage change financing 
over previous year over previous year. 6000 (millons of dollars) 

1970 1971 1970 1971 1970 1971 1970 1971 

Argentina 10.0 -2.1 6.3 10.8 -I36.O -448,0 279,0 -563.O 

Bolivia 10,3 -8.4 -2.0 5.9 -22.7 -52.4 3.4 -4.1 

Brazil 18.7 7.7 25.7 28,0 -634.O -1 371.0 635.0 636.0 

Colombia 14.4 -6.9 17.7 -3.4 -276.O -331.0 48.0 -12.4 

Costa Rica 20.I 6.8 27.7 13.2 -89.5 -120,6 -9.6 9.0 

Chile -2.3 -9.9 11.0 5.0 -89,5 -230.5 112.3 -300.0 

Ecuador 23,0 m 19.5 30.5 -I17.I -221.6 0,2 -16,5 

El Salvador 12.7 0.2 2.9 11.1 -0,8 -31.8 11.2 0.2 

Guatemala 15*7 -1.3 12=3 7.5 -o«7 -27.3 18.2 17,4 

Haiti 6,8 16.1 I3.7 8,8 -4,0 -2.1 2.8 7.0 

Honduras 5.7 18.5 -8,3 -67.9 -37.9 -IO.9 1,1 

Mexico 2.8 7.1 I5.9 -0.1 =1 035,0 «887,0 75,0 200,0 

Nicaragua 13.2 3.9 11,3 8,3 -42,4 -49.7 10,1 4,6 

Panama 6.7 10.7 16.4 10.1 -84.5 -86,2 6.9 3.1 

Paraguay 14,5 1.6 -7.2 8,4 -19.6 -25,4 8.4 3.6 

Peru 17.0 -12.5 7.6 6,2 125,0 -91,0 174.0 -73,4 

Dominioan Republic 12.6 13.3 21.3 19,6 -114,0 -I54.O -8,4 12.1 

Uruguay 6.3 -10.1 18.0 -4.6 -33.3 -47.I -29,7 -31.1 

Venezuela 4.4 17.7 6.4 10,1 -117,0 26.O 9Q.0 502.0 

Total hi hi ÜisO 10.2 -2 75?*o -4 188.6 1 415.9 22hà 

Sources 1#0, IMP, Balance of Payments Yearbook, vol. 23$ 1971, ECLA estimates on the basis of official data. 
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International reserves at the end of 1971 amounted to some 5,700 million 
dollars for the region as a whole, three-quarters of which was concentrated 
in Brazil, Mexico and Venezuela. In these three countries, reserves were 
on average equivalent to six months* imports, while for the other countries 
of the region reserves averaged out. at the equivalent of two and a half 
months* imports, 

(b) Structure of the external sector 

The region's relatively low import coefficient, standing at 10,3 per 
cent of the gross domestic product in 1971, is mainly attributable to 
the performance of the three larger countries of the region, in particular 
Brazil, Brazil*s coefficient was 7,2 per cent, while that of Argentina 
was 10.2 per cent and that of Mexico 10.3 per cent. At the other end of 
the scale there are eight countries with a coefficient of more than 25 per 
cent, most notable among them being Panama'and Costa Rica (see table 26). ; 

Between 1965 and 1970, eleven countries increased their import 
coefficient, but only five of them (Argentina, Brazil, Costa Rica, Ecuador 
and the Dominican Republic) maintained this trend in 1971', Likewise, of 
the countries whose import coefficient declined in 1SS5-1970, only 
Guatemala, Paraguay and Peru continued the downward trend: all the remainder 
increased their coefficient, although none of them regained the 1965 level. 

These general trends would appear to be the result of a combination 
of factors. Taking 1960 as the basis for comparison, it is observed that 
the import coefficient declined in most of the large and medium-sized 
countries of the region, presumably reflecting progress in import 
substitution. This was the case in Argentina, Brazil, Colombia, Mexico 
and Venezuela. Over shorter, periods, drops in the coefficient appear to 
be attributable to temporary contractions in the capacity to import, which 
in turn are generally the result of unfavourable world prices. In contrast, 
the coefficient rose in virtually all the smaller countries, generally as a 
result of an increased supply of foreign exchange generated by the 
expansion of exports, while at the same time these countries tend to be 
more affected by the problems encountered in import substitution. Worthy 
of note was the significant increase in the imports of the Central 
American countries .as a.result of the substantial- rise in intra-area 
trade.. .... 
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Table 26 

LATIN AMERICA i IMPORT AND EXPORT COEFFICIENTS 

(Percentages) 

Import coefficient Export coefficient 
Country 

1360 1965 1970 1971 i960 1965 1970 1971 

1* Argentina 11.3 9.3 9.6 10.2 10.2 10.8 11,3 10.0 

2. Bolivia 23.3 31.1 28.4 28,5 16,2 15.4 17.4 17.4 

3» Brazll 7*«+ 4.1 6.6 7*2 6.1 5,7 6.3 6.3 

4, Colombia 15.6 12.1 14.8 13.1 15.6 14o3 14.2 13.4 

5, Costa Rica 27J. 32.6 37.7 39,5 32.1 20,0 26,2 27,9 

6. Chile 16,8 13.6 18.1 16,9 13.8 14.1 12.8 12.3 

7« Ecuador 17.5 18,8 22,0 25.7 17,9 21.1 16.9 17.3 

8* El Salvador 24,9 28,1 24,5 25,8 30.4 26,8 23.9 23,3 

9. Guatemala 14,5 I7.9 17.5 17.3 12,6 16.7 18,5 17.8 

10* Haiti 37.7 18.6 17.8 17.9 16.6 13.0 12.6 14.4 

11* Honduras 22,9 30.4 39.8 34.7 19,7 24,0 25.9 26.5 

12. Mexico 12.3 10.0 U.6 . 10.8 11.0 10.3 9.5 9.7 

13» Nicaragua 22,5 32.4 31.7 32.3 20.4 28.3 25.8 25,1 

14. Panama 35.9 40.5 47.2 46.2 30,6 35.8 37.2 36.9 

15* Paraguay 18,5 19.1 18.0 17,9 14*7 15.0 15,6 15.0 

16. Perù 21.1 26.1 25.6 24.6 23.7 21,8 21,8 18.4 

17* Dominioan Republio 16,1 20,4 30.6 32.9 23.8 16.0 1 7 a 17,2 

18. (fruguay 20.0 12,8 19,4 17.5 14,4 21,7 18,2 15,8 

19* Venezuela 20,0 13.6 13.6 13.5 32.2 27.2 25.1 22.7 

Latin Amerloa IO.? i°s2 10& 11 a 10.8 10.2 hl 

Source: ECLA, on the basis of national data* 
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Another factor is worth examining in addition to the ratio of imports 
to the product, namely, the level of per capita import in absolute terms 
in each country. Table 27 gives the value of imports in 1970 and 1971 
expressed in dollars at I960 prices. It will be noted that in five 
countries (Haiti, Paraguay, Brazil, Bolivia and Colombia) the figure is 
less than SO dollars per capita, while at the other end of the scale 
there are five countries above the 100 dollar mark (Panama, Costa Rica, 
Venezuela, Nicaragua and Chile), In 1971, the largest increase took 
place in Ecuador and the largest decrease in Honduras. 

The slow rate of growth of the volume of exports over the period 
1960-1971 caused a steady decline in the export coefficient of the region, 
which fell by 0.3 per cent between 1960 and 1965, and by 1.1 per cent 
between 1965 and 1971, As with the import coefficient, the position of 
each country varied substantially, as shown in table 26 for between 
1960 and 1971 the export coefficient rose in ten countries and fell in 
nine. There were substantial Increases between 1960 and 1965 in the 
member countries of the Central American Common Market and Panama, while 
the most sizeable contractions during the 1960*s occurred in Peru, the 
Dominican Republic and Venezuela. In 1971, these three countries, 
together with Argentina and Uruguay, recorded the largest decreases 
compared with 1970, In order to assess the real situation in certain 
countries properly, account must also be taken of the growth rate of the 
product. Such countries would include Brazil, Chile and Panama, whose 
product expanded by between 8.4 and 11,3 per cent but whose export 
coefficient remained stationary or decreased slightly. 

As in the case of imports, the region's relatively low export 
coefficient in 1971 is attributable to the fact that the three countries 
with the most weight in the regional totals - Argentina, Brazil and 
Mexico - had coefficients of 10 per cent or less, Chile, Colombia, 
Haiti and Paraguay had coefficients of more than 10 but less than 15 per 
cent, while at the top of the scale, with coefficients of over 20 per 
cent, were the Central American countries (excepting Guatemala) together 
with Panama and Venezuela, 
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Table 2? 

LATIN AMERICA: f®R CAPITA IMPORTS OP GOODS AND SERVICES 

(Dollars a t 19¿0 prloes) 

Percentage 

Country 1970 1971 v a r i a t i o n 
7 / 7 1 between 1970 

and 1971 

Argentina 76*6 80,2 3.6 

B o l i v i a 39.3 4.0.5 1.2 

B r a z i l 30,8 36,6 5,8 

Colombia 46*7 43.5 - 3 . 2 

Costa Rica 188.4 5,7 

Chile 112*5 112.1 «0.4 

Ecuador 5 6.6 68*0 11,5 

E l Salvador 69.0 75.0 6.0 

Guatemala ¿0.0 57.9 -2.1 

Haiti 12.0 12.9 o,9 

Honduras 86.8 74.7 -12.1 

Max! 00 54.5 51.4 -3.I 

Nicaragua 113.4 118.1 4.7 

Panama 275.8 284.0 8.2 

Paraguay 35.4 35.4 0.0 

Peru 62.7 62.7 0.0 

Dominican Republic 73.5 80.7 7.2 

Uruguay 94.5 87.8 -6.7 

Venezuela 164.2 166.8 2.6 

Sour net ECLA, on the b a s i s of o f f i c i a l s t a t i s t i c s * 
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Chapter III 

THE INTERNAL EFFORT TO MAKE USE OF PRODUCTION RESOURCES 

Introduction 

The International Development Strategy has clearly stressed the 
principle already laid down in the Charter of Algiers that "the primary 
responsibility for the development of developing countries rests upon 
themselves". This implies, inter alias as the resolution on the 
Development Strategy indicates, that these countries "must, and do, bear 
the main responsibility for financing their development. They will, 
therefore, continue to adopt vigorous measures for a fuller mobilization 
of the whole range of their domestic financial resources and for ensuring 
the most effective use of available resources, both internal and external". 

The task of this part of the regional appraisal of the Second United 
Nations Development Decade is to analyse the manner and degree in which 
progress towards this aim has been achieved. To this end, attention has 
been concentrated on certain outstanding aspects. 

The first of these concerns the general context of the policies adopted, 
which set the pattern and determine the general means for the mobilization 
of domestic resources. In view of this, it was decided to analyse 
developments regarding the planning systems, which in the last analysis 
are the determinants in this general context of economic policy. Moreover, 
it may be recalled that the International Strategy lays particular stress 
on this point, prescribing that "developing countries will, as appropriate, 
establish or strengthen their planning mechanisms, including statistical 
services, for formulating and implementing their national development plans 
during the Decade". 

The second aspect concerns the efforts of various Governments, in 
accordance with their particular orientations, to transform the institutional 
frameworks within which economic activity is carried on and in which social 
relations evolve. The last few years have witnessed considerable changes 
in this respect, mainly directed at reaffirming national or state control 
in strategic sectors, increasing the efficiency of government action and 
modifying the agrarian system. 

/The third 
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The third aspect is concerned with the efforts to make fuller use 
of human material and financial resources. This chapter will concentrate 
on what has been done in the financial field, since "human development" is 
dealt with in chapter I, and the developments observed in the field of 
material resources are dealt with in the section on the behaviour of the 
various sectors of the economy (chapter II), 

The last aspect concerns the activities of the public sector, which 
are of vital importance for the process and purposes of the Strategy. 
This is recognized by the basic resolution when it says that developing 
countries"will pay particular attention to taking, as appropriate, the 
necessary steps to streamline and strengthen their systems of tax 
administration.and undertake the necessary tax reform measures. They will 
keep the increase in their current public expenditure under close scrutiny 
with a view to releasing maximum resources for investment"« 

The material appearing in this section - and in others dealing with, 
associated matters - seems to make it clear that an appreciable effort 
has been mads both as regards the mobilization of basic resources and the 
rationalization of economic policies through the discipline of planning, 
and also as regards institutional changes. 

decent trends in planning in Latin America 

(a) General considerations 

Analysis of the trend of planning activities in Latin America during 
the 1960's suggest that the degree of progress achieved, the influence 
exerted by planning, and the degree of success obtained in the perfection 
of systems and processes have been varied and uneven. Indeed, in the 
latter half of the lSS0*s planning was the subject of severe criticism, 
and in some circles there was increasing scepticism as to whether it was, 
of any use for achieving basic structural changes. 

It appears, however, that this tendency has changed: a recent survey 
indicates that the countries of the region, with some exceptions, are 
showing renewed interest in giving planning a new technical and political 
sense designed to assist in bringing about considerable structural changes 
which will lead to a new society. Planning would thus become an 
instrument in the. strategy of social change and a means of rationalizing 
decision, making so as to harmonize and make compatible the partial 
policies of different sectors of public administration. This would be an 
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acknowledgement that planning in Latin America has a well-defined set 
of problems and political significance and cannot be considered solely 
from a technical, administrative and organizational angle. 

The above-mentioned survey states that in the last three years, at 
least five countries of the region have made substantial modifications 
tending to increase the participation of planning mechanisms in the 
conduct of the national economic and social development process, while 
seven countries have taken measures aimed at increasing the participation 
of the central planning agency in regional'development. The majority 
of the countries of the region have adopted various measures aimed at 
increasing the efficiency of the central planning agency. 

Only seven countries of the region have not made significant 
modifications in their planning processes, but it should be borne in mind 
that several of them already possess quite extensive planning machinery. 

The advance of planning in the last few years would seem to be the 
result of the need to find solutions for social and economic problems 
which have become more acute. In proportion as the aspirations of large 
sections of society take the form of a vehement demand for better 
conditions of living and governments decide to answer this demand, the 
conduct of social and economic activity becomes increasingly difficult. 
The restrictions in existence when planning was started have become 
increasingly severe and are compounded by others which require greater 
rationality in government administration. There is an increasing awareness 
of the benefits of having available a long-term frame of reference 
explicitly setting out the aims and targets which would guarantee the 
coherence necessary in decision-meking. There is equally a genuine concern 
for the short-term, as a period which necessarily conditions longer-term 
prospects. These concerns are reflected in the fact that not a few 
countries have begun to prepare long-term strategies and plans of action, 
while at the same time they are considering with ever-growing urgency 
the preparation of annual operational plans. 

Planning is now being viewed as a unitary process,, in which the 
short-, medium- and long-term considerations condition each other mutually, 
and therefore call for treatment aimed at their co-ordination and integration 
Planning in the different spheres - periods of time, sectors, regions, etc. -
calls for a type of integration which will give a unitary effect temporally, 
spatially and sectorally. In many Latin American coontries there is a 
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concern for these different aspects.which offers encouraging prospects 
of real charge in the way in which.governments now interpret the planning 
processes. All this means an increase in the work of planning offices, 
some of which have already started àtructural reorganization in order to 
tackle their work with greater efficiency. 

(b) Political ànd institutional aspects 

As regards the political and institutional aspects of planning 
processes, a survey of the countries shows that in the last few years 
some progress has been made, although the information collected on this 
matter is not very precise, 

The tendency towards a broadening gap between.political circles and 
the centres of decision and planning has been partly reversed. Whatever 
the ideologies of the countries, the latter centres have been accommodating 
themselves more and more to the designs of Governments and hence to the 
political and social forces which uphold the power. At least four 
countries.have given various political and social forces an opportunity 
to participate in the political decision-making bodies which directly 
guide the planning machinery. 

A factor which.has helped to reduce this gap is the, fact that in some 
countries the plans have to be discussed and analysed by the parliamentst 
while in others the, opinion of entrepreneurial, professional and labour 
associations is sought both when the plans are being formulated and when 
they are made public. 

With regard to the relations between the planning machinery and the 
agencies of the public sector, it may be said that although great 
differences still exist and situations vary even within the same country, 
the tendency is towards a greater degree of complementarity and co-ordination. 
This is due to many'different factors: planning is now enjoying formal 
acceptance not only in bureaucratic circles but among the public in general; 
the planning machinery has in most cases overcome the problems of the initial 
stages of its organization; and (a very important factor) it has been 
supplying the rest of the public administration with part of its technical 
cadres, thus at least helping towards a more flexible communication with 
the public agencies. 

An aspect particularly worthy of mention is the link between the . 
planning machinery and the decision-making bodies as regards economic and 
social policy. The central planning agency usually forms part of or is 
represented 

on, the economic cabinet or bodies of similar status. When 
it is not itself a ministry, the head or director of the agency usually has 
the rank of minister. . , /Through its 
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Through its participation in the inter-ministerial councils or 
committees concerned with decisions on price, tariff, credit, money and 
other policies, the planning agency can exert an increasing influence on 
the conduct of the economy, even in day-to-day matters, and the plans can 
be made to fit in more easily with the problems and situations which are 
important factors in political decisions. Such participation, however, 
is very often formal rather than substantive. Thus, in most of the 
countries of the region, a discrepancy may be observed between the money 
and price policies applied and those proposed in the' plans. This and 
other similar situations have gained prominence among the concerns of the 
planners, who have already started promoting experimental planning 
techniques covering numerous typical variables of economic policy, mainly 
through numerical experimental models which have been tried out in at 
least four countries of the region. 

Of special interest for the planning experts is the association 
between planning and the budgetary process. The need for very close 
co-ordination, between them requires no discussion, and in some countries 
the budget office is part of the planning mechanism. The main efforts, 
however, have been channelled towards a link which would permit the 
application of uniform criteria in the allocation of resources, so that 
short-term decisions will be in line with the basic intentions of the 
plans and strategies. In many cases, that part of the budget covering 
investment expenditure is drawn up by the central planning office, while 
current expenditure is left in the hands of the budget office. 

In some countries, the fusion of the budget office with the planning 
mechanism is not considered advisable, since the former is in charge of 
a large amount of frequently routine and detail work which could well 
slow down the operation of the planning mechanism by overloading it with 
work. In other countries, it is considered inappropriate to assimilate 
the handling of public income, which is also characterized by a great 
deal of detail work, with planning operations. 

In any case, it may be considered that in the majority of countries, 
satisfactory formulas for an operational link between planning and budget 
work have not been found, and it can be seen that a large part of the 
problem of implementing the plans, and even of securing their viability, 
is due precisely to this fact. 

As regards the relations between the central planning mechanism and 
the executive agencies of the public sector, a favourable trend is 
appearing. In the first planning experiments, sectoral plans were 

/formulated almost 
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formulated almost exclusively, by the central planning office, with a 
very limited part played by the executive agencies. In the majority 
of cases, this participation took the form of supplying statistical 
data and investment ideas, and taking part in general discussions on 
the targets. During the past few years, however, the sectoral planning 
units have had a much larger share in the substantive aspects of the 
preparation of. sectoral plans, especially as regards the infrastructure, 
the manufacturing sector and the social sectors which are the 
responsibility of the State. An immediate consequence of this tendency 
is that the plans are no longer taken to be manifestations or exclusive 
proposals of the central planning agency., but increasingly constitute 
patterns for the orientation and rationalization of administration as a 
whole. It should, however, be borne in mind that this favourable tendency 
is still far from reaching any satisfactory expression. 

A similar but less noticeable tendency may be noted in the relations 
between the central planning agency and the autonomous bodies and State 
enterprises. The efforts at co-ordination which have been tried out 
concern the establishment of common budgetary principles.jointly with the 
public administration, through the ministries to which the bodies and 
enterprise are administratively linked. Planning units have also been 
set up on an increasing scale in these bodies and enterprises, but they 
generally act as technical advisers to the respective governing bodies. 
There is still a long way to go here, although these bodies have increasing 
importance in the operation of the economy and in the development process. 

The same phenomenon occurs with the links between the central planning 
mechanism and the development banks and development corporations. These 
bodies are important centres for the allocation of resources, and therefore 
also for the policies closely.linked with medium- and long-term development. 
In addition, they promote or directly implement key sectoral plans for 
national development, especially in the field of energy and basic industries. 
The relations with these bodies are just as important as those mentioned 
above with the decision-making centres for economic and social policy. 
The greatest deficiencies in the planning processes in the Latin American 
countries are to be found in these cases. 

Another aspect worthy of mention is the development of the preinvestment 
mechanisms during the last few years. They are not always linked with 
the planning mechanisms so as to ensure a reasonable degree of 
complementarity between the two processes, although this is increasingly 
considered as an indispensable requisite for the proper operation of the 

/planning process. 
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planning process. The Inter-American Development Bank has played a 
predominant role here, in placing funds for preinvestment studies at 
the disposal of numerous development banks and other similar bodies. 
In such cases, Governments have generally had to make counterpart 
contributions to match these funds. Only in a few countries does 
the central planning body establish the system of priorities for 
the use of such funds: in the majority of cases the priorities 
remain subject to the criteria of the administrators of the funds, 

( c) Participation of the private sector 

It may be deduced from the surveys and research carried out 
that the direct participation of the private sector in the 
planning process presents different features at different levels 
of the process. Generally speaking, this participation is very 
slight in the case of overall planning, despite the fact that in 
many countries there is formal participation by the private sector 
in national development councils or other similar agencies. This 
is not so at the level of sectoral and regional planning, however, 
where the links between the respective planning mechanisms and 
the entrepreneurial chambers, major enterprises, professional and 
trade union agencies, etc., are much stronger. The links mentioned 
are merely consultative and cover discussions for the fixing of 
goals and aims, amounts of investment, technological aspects, 
sitting, and the design of policy measures. 

Forms of participation are extremely varied, in keeping 
with the special features of the political processes in the 
countries in question and the methods by which the civil service 
operates. In some countries the development of, for example, 
natural resources obviously calls for public and private decisions 
which are mutually conditioned. In others, however, still taking 
the same example, the initiative is usually public, and private 
activity is conditioned by it. The same thing happens when 
monetary authority is shared with the private sector. 

/These comments 
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These comments show why, at the beginning of this section, 
the problem was restricted to the direct participation of the 
private sector in the planning process. It should, however, be 
observed that indicative planning may provide the private sector 
with important guidelines. The mere formulation of a coherent national 
forecast may influence the.expectations of the sector insofar as the 
incentives and sanctions are used selectively to guide the 
branches of industry or enterprises towards certain aims. It 
may help to reduce errors and wastage in a process of rapid 
technical change, and channel» investment to the sectors and 
regions to which the State has given priority. 

(d) Evaluation machinery 

It may be deduced from the analysis of the results of the 
surveys and research carried out on this subject that, generally 
speaking, the countries of the region do not possess a regular 
mechanism for the appraisal of the progress of plans and policy 
in general. There is no specific mechanism, with a group of 
clearly defined indicators and criteria, for making an integral 
evaluation of the various aspects of economic and social progress 
so as to produce periodic reports on the results and provide 
guidance for making adjustments to the policies in force. 

It is, however, possible to identify in the countries 
some mechanisms or activities which take into consideration 
partial aspects of this appraisal. Notable among these are the 
reports and meetings which take place periodically in CIAP, 
when each of the Latin American countries in turn presents and * 
discusses the methods and results of the acfrninistration of 
short-term economic policy, linked with medium-term plans and 
external financing. 

In the same context, another valuable activity is the work 
being carried out on social accounting, which periodically 
(although often with delays) presents the values reached by 
macroeconomic variables which constitute quantitative indicators 

/of economic 
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of economic growth. Similarly, in many countries the statistical 
system regularly producas data on important aspects of the economic 
administration of the country, movement of prices, industrial output, 
etc. 

As regards the appraisal of progress in the implementation of 
plans, it is generally the central planning agencies which carry out 
this control and appraisal, and they aire thus in a situation to give 
a fairly accurate idea of the achievements in terms of goals and 
aims. This work, however, frequently employs controls based on 
relatively formal indicators, such as the magnitude of public 
expenditure forecast and actually made, which usually leave aside 
important aspects regarding the viability of the plan and the 
development policy aimed at. The delays observed in these activities 
mean that the results are not up-to-date, and this makes it more 
difficult to rectify or adjust the goals and instruments. 

Other types of controls exist for programmes and projects; some 
are effective for the purposes of the ar±ninistration itself, or are 
required by the international agencies which have collaborated in 
financing the programmes. It should, however, be borne in mind that 
this group of controls is not ususally exploited to the full so as to 
interpret its results in terms of concrete opinions on the trends, 
viability and degree of fulfilment of the general plans and policies. 
This is partly due to the fact that the central planning office does 
not collect the information provided by these controls very rapidlyi 
by its very nature, this information is extremely decentralized and 
comes under the responsibility of the executive agencies. 

It must be acknowledged, however, that in many of the activities 
included in the public sector increasing use is being made of programming 
techniques which contribute to a rapid appraisal of results. 

The great majority of Governments have indicated, through the 
survey mentioned earlier, a marked interest in obtaining technical 
assistance for setting up central evaluation machinery in order to 
perfect the control of the implementation of the plans and to assist 
the use of new techniques in this field. 

/2, Institutional 
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2. Institutional, developments 

One of the more important aspects of domestic development efforts 
is the set of major transformations that have occurred in the institutional 
framework of the economic system and social relations, affecting.the 
system of ownership'and the structure of enterprises, connexions with 
foreign interests, protection mechanisms for primary commodities, land 
tenure, the administrative apparatus and economic policy instruments» 

The nature of these developments is of course closely connected 
with the political conviction^ and characteristics óf the individual 
Governments and the situations prevailing in the region are so varied 
that it is indispensable to take this factor into account. Far-reaching 
changes ha-ve either already taken place or are under way in Latin America, 
especially as regards raturai resources, the situation of enterprises, 
and public administration. Governments have accordingly adopted various 
policy measures and employed a variety of instruments according to 
each country's particular circumstances. One common feature, however, 
has been the adoption bf measures granting the State a greater degree 
of participation in the management and control of production. 

As far as natural resources are concerned, the institutional changes 
over the past years have been aimed at the more efficient utilization of 
resources and increased participation by the State in their exploitation. 
The nationalization of the major enterprises, the association of the 
State with foreign enterprises and the modification óf concessions and 
conditions for the exploitation of basic natural resources have been 
the most usual methods of bringing these changes about. 

In recent years, agrarian reform has been speeded up in Chile and 
Peru and has spread in Bolivia,, Cuba, Mexico and Venezuela; Colombia, 
Ecuador and Panama have also started taking serious steps in this direction. 
Most Latin American countries have now passed agrarian reform laws and 
set up agencies tn put tliem ir.ta practice. For all this, progress cannot 
be considered altogether satsifactorv at the regional level, since the 
existing systems of ownership, use and exploitation of the land are not 
adequate for the growing requirements of the economic and social development 
of the Latin American countries* 

As to the reform of the enterprise and the definition of the areas of 
State, semi-public and private ownership, there have been a number of 
notable national experiments, Chile and Peru are currently introducing 
major changes in the structure of enterprises, particularly in the public 

/and semi-public 
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and semi-public sector, through the participation of the workers in 
their management, Other countries such as Mexico and Venezuela have 
stipulated that certain activities can only be conducted by the State, 

With regard to the reorganization of administrative systems and 
instrumental apparatus, more or less far-reaching steps are being taken 
in several Latin American countries. Many already possess agencies for 
rationalizing public administration and have made institutional changes 
so as to adapt the administrative apparatus to the growing demands of 
economic development, Brazil has been particularly active in this field. 

(a) Basic natural resources 

The exploitation of basic natural resources by large foreign 
enterprises has been a source of tension and controversy in Latin America, 
The traditional concession agreements for prospecting and extracting such 
resources have been criticized as unfair to the countries possessing the 
resources. 

In several countries, the situation has led to attempts to recover 
the natural resources in the hands of foreign capital end to modify or 
cancel agreements with foreign enterprises. Such policies have adopted 
various formulas, ranging from incrased taxation and control over the 
activities of the enterprise to expropriation or nationalization, and 
including the creation of semi-public enterprises and the purchase of 
the shares of the foreign companies. In some cases, their application 
has provoked serious conflicts between the Governments and the foreign 
enterprises, some of which have refused to renegotiate agreements while 
others have resorted the reprisals in order to obtain compensation. 

Since this kind of situation has arisen in other parts of the world 
too, especially where petroleum resources are concerned, the developing 
countries have brought up the problem in international forums. In the 
United Nations, the question has received special attention and a number 
of resolutions have baen adapted to ensure permanent sovereignty of 
countries over their natural resources and to facilitate their mobilization 
in order to accelerate economic development 1/, 

1/ General Assembly resolutions 523 (Vi) of 1952, 626 (VIl) of 1952, 
837 (IX) of 1954, 1314 (XIIl)of 1958, 1515 (XV) of 1960, 1803 (XVIl) 
of 1962, 2158 (XXI) of 1966, 2386 (XXIIl) of 1968 and 2692 (XXV) 
of 1970, 

Ahe International 
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The International Development Strategy for the Second United Nations 
Development Decade stipulates that "full exercise by developing countries 
of permanent sovereignty over their natural resources will play an . . 
important role in the achievement of thè goals and objectives of the 
Second United Nations Dêvelopment Decade, Developing countries will take 
steps to develop full potential of their natural resources" 2/, 

The exploitation of basic natural resources has great economic 
importance for Latin American countries both as a means of increasing 
the domestic product and as a source of employment. Some 90 per cent of 
the foreign currency earned by the region comes from the export of 
primary products, and this enables it to import goods and services that 
are vital to its development. As a rule, this variable détermines the 
growth potential of the countries of the region» 

Ten agricultural commodities six minerals and two hydrocarbons 
account for about two-thirds of the total value of exports and show how 
dependent Latin American economies are on just a few products 3/. 

On the other hand, the region possesses a vast number of natural 
resources whose potential is frequently unknown. In terms of non-
renewable natural resources especially, Latin America has exceptional 
stocks compared with other regions, although the way they are exploited 
and marketed is not necessarily in keeping with their real value. Although 
Latin America possesses 30 per cent of the world's copper reserves, it 
accounts for only 16 per cent of world production. The disproportion is 
even greater in the case of nickel, its reserves of which amount to 
24 per cent of the world total compared with a production of only 6 per cent 
of the total. The same applies to iron, zinc and lead, although the 
apposite is true of bauxite and tin 4/, 

M M P M M B K H M H M M M T A 

2/ General Assembly resolution 2626 (XXV) of 197D, paragraph 74. 
3/ Agricultural commoditiess coffee beans, raw sugar, raw cotton, 

bananas, maize, fish meal, beef, wool, cocoa beans and wheat; 
minerals? copper, iron ore, bauxite, aluminium, tin and zinc; 
hydrocarbons: crude petroleum and petroleum products. 

4/ The data on stocks have been taken from Mineral Facts and Problems, 
1968; data on production have been, taken from Yearbook of the 
American Bureau of Metal Statistics and from American Metal Market. 

/The situation 
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The situation has caused increasing concern among the countries of 
the region, which have adopted various measures to encourage a more 
rational and efficient use of basic natural resources and a greater degree 
of local processing» Though Government plicies have varied from country 

" to country, one common feature of them all has been the adoption of 
measures enabling the State to play a larger role in the management and 

•r control of natural resources, 

Two major tendencies have emerged in Latin American countries in 
recent years. On the one hand, efforts are being made to ensure more State 
participation in enterprises exploiting natural resources, by raising 
taxes, increasing fiscal control to obtain more revenue or purchasing 
part of the shares so as to form a semi-public enterprise. In its 
extremest form, the aim is to gain complete control over the resources, 
either through nationalization or through the purchase of all the shares 
in the enterprise. 

These policies have given rise to a number of institutional reforms, 
some of which are still being developed} consequently, not enough background 
information is available to evaluate them properly or to measure the 
impact they may have had on economic and social development, 

' The tendency for the State to assert its sovereignty over basic 
natural resources is a recent phenomenon and has taken various different 
forms in the region. The most far-reaching institutional changes have 
occurred in the mining and energy sectors. 

In 1969, Peru declared null and void the legal instruments covering . 
the exploitation of the deposits worked by the International Petroleum 
Corporation (IPC) and created a State enterprise, PETROPERU, to take over 
the expropriated company, 

In 1970, Bolivia nationalized the deposits worked by the Gulf Oil 
Corporation, for which it offered compensation in the amount of 736 million 
dollars payable over 20 years beginning in 1973. 

In 1971, Ecuador introduced a new law on hydrocarbons under which 
the Corporación Estatal Ecuatoriana (CEPE) received exclusive rights to 
prospect and exploit deposits, either directly, or by concluding contracts 
of association or for the provision of services with national or foreign 
enterprises or else through the creation of a semi-public enterprise» 

/In 1971, 
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In 1971, two important laws on hydrocarbons were passed in Venezuela. 
The first of these, known as the law on reversion, stipulates that, as 
of the date of promulgation of the law, the State is empowered to control 
goods and assets that are scheduled to revert to public ownership once 
the petroleum concessions expire. Some 80 per cent of these are due to 
expire between 1983 and 1985. Under the new law, the petroleum companies 
are required to establish a special fund to guarantee that their assets 
will revert to the State in perfect working order. The socond law gives 
the Corporación Venezolana del Petróleo (CVP) exclusive rights over the 
exploitation of natural gas, stipulating moreover that only natural gas 
extracted together with the petroleum can be exploited on an industrial 
scale. 

Another aspect that has received attention in certain countries such 
as Mexico, Chile, Venezuela and Colombia is State control over basic 
petrochemical industries. 

The tendency for foreign enterprises to pass into the public sector 
has also become accentuated in respect of electrical resources, usually 
through the purchase of shares. Similarly, in some countries the State 
has claimed sole rights to exploit hydraulic resources» 

As with hydrocarbons, major institutional changes have occurred in 
the last few years in the mining sector with a view to the more efficient 
utilization of resources and increased State participation. 

In 1952, Bolivia became the first country to nationalize its main 
sources of wealch, namely, its tin deposits (by decree of 31 October 1952). 

The second nationalization of importance was carried out by Chile by 
means of a constitutional amendment (December 1970) which the Congress 
ratified unanimously (Law N° 17,480 of July 1971) and which authorized 
the nationalization of the five major semi-public enterprises working 
the copper deposits of Chuquicamata, El Salvador, El Teniente, Exótica 
and Andina, Formerly, the State had held 51 per cent of the shares of 
the first three mines, 25 per cent of the Exótica and 30 per cent of the 
Andina, but the administration of the enterprises had remained in the hands 
of the foreign associates. 

The amount of compensation, which was established in accordance with 
the provisions of the constitutional amendment, provoked a series of 
counter-claims from the former foreign associates and, in the case of the 
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E1 Teniente mine, gave rise to a dispute between the Chilean Government 
and the former United States owner, the Kennecott Copper Corporation, 
which applied for embargoes on sales of copper. 

As a result of direct negotiations, the Chilean State acquired the 
privately-owned shares of the Compañía de Acero del Pacífico (CAP), which 
owned the Algarrobo iron deposit. The State also acquired ownership Df 
the Bethlehem Iron Mine (for which it paid 20 million dollars and which 
controlled the El Tofo and Romeral mines) and the Santa Bárbara and 
Santa Fé companies. In this way, 95 per cent of Chilean iron production 
passed into the hands of the State. 

The Government also took over the Sociedad Química y (Minera, a 
semi-public company jointly owned by the State (which owned 37.5 per cent 
of the shares) and by United States interests, which had been established 
as a result of the merger of the Compañía Anglo-Lautaro and the Salitrera 
Victoria. The Empresa Carbonífera Lota-Schwager, which produced some 
80 per cent of the country's coal, also came under State control. 

Other countries have preferred to make their institutional changes 
by issuing new mining codes and legal provisions substantially modifying 
the mining system. An effort has been made to incorporate various 
provisions laid down in recent decades in a single legal document and 
to establish an appropriate mining system. The day is past when mining 
was merely thought of as a source of foreign currency and fiscal revenue. 

In 1971, Peru passed a general law on mining (Decree-Law N° 18,380 
of 8 June) which replaced the mining code established in 1950, The law 
contains provisions governing administrative procedures in the mining 
sector, establishes that definitive titles to mining rights cannot be 
legally contested more than two years after their publication in the 
public mining register, standardizes mining contracts, and introduces a 
set of mining regulationsa The law further includes three provisions 
which will give mining in Peru its own special character: (i) the 
marketing of all mineral products is to be carried out by the State and 
their sales price is to conform to the "price list of Peruvian products" 
which is based on representative international prices? (ii) the State 
is authorized to conduct.mining operations through State enterprises, 
provided its share of the capital of semi-public enterprises is at least 
25 per cent; and (iii) workers are to share the profits from production 
through the creation of a Comunidad de Compensación Minera and participate 
in management through a Comunidad Minera, 

/In 1971, 
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In 1970, a decentralized State agency called Empresa Minera del 
Peril was set up to undertake future mining operations in the country. 
The general law on mining also set up an institute of mining science 
and technology with its own budget. 

The Mexican Government is implementing a policy of "Mexicanization" 
of foreign investments in basic activities by negotiating the transfer 
of 51 per cent of the capital into Mexican hands. Thus, for example, 
the Compañía Minera de Cananea, a branch of the United States Anaconda 
Copper Company, reduced.its holdings in the enterprise to 49 per cent 
in 1971, the remaining 51 per cent being acquired by State and private 
institutions, and in 1972, a transaction was completed whereby the 
Mexican Government purchased the entire capital of the Azufrera Panamericana 
which had already sold 66 per cent of its shares to the Government 
in 1967. 

Other countries such as Chile, Ecuador and Venezuela are studying 
the possibility of replacing their old mining codes with legislation 
incorporating the kind of modern procedures and criteria which are 
already being applied in other countries and which would give the mining 
sector a new economic complexion. 

The dependence of several Latin American countries on the exportation 
of non-renewable basic products has led them to take joint international 
action to protect prices and markets. Much of the work is being undertaken 
by UMCTAD. Elsewhere, attempts have been made to reach agreement between 
producer and consumer countries or to form a united front of the main 
exporting countries. 

Such agreements as these have mostly applied to agricultural 
commodities, and are a type of arrangement whose usefulness was stressed 
in the International Development Strategy. UNCTAD is currently engaged 
in studying what similar steps could be taken with regard to a large number 
of basic products» 

The largest organization of exporting countries is the Organization 
of Petroleum Exporting Countries (OPEC), whose membership includes the 
world1s main exporters of petroleum. Venezuela was the first country 
to make a move in this direction in 1948, and OPEC itself was crated at 
the first Baghdad Conference in September 1960 5/. At the second conference 
in Caracas in January 1961, the operational machinery and its various•organs 
were set up and the number of associated was increased. 

5/ Saudi Arabia, Iran, Kuwait and Venezuela participated. 
/The resolutions 
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The resolutions which DPEC adopted at its conferences in Caracas 
at the end of 1970 and in Teheran at the beginning of 1971 are extremely 
important: official or reference prices were raised substantially, taxation 
was increased to as much as 55 per cent, permanent and temporary freight 
rates were established, a premium was introduced to counteract inflation, 
and so on. Probably the most significant decision reached by OPEC was 
that the producing countries should take an active part in setting 
international prices. 

Copper comes under another organization, the Intergovernmental 
Council of Copper Exporting Countries (CIPEC), which is constituted by 
the four principal exporters: Chile, Zambia, Zaire and Peru, CIPEC was 
created at the intergovernmental conference held in Lusaka in June 1957 
at which the above four countries were represented, Botswana and Uganda 
and representatives of UNCTAD also attended as observers. Its statutes 
and membership were ratified by the Governments concerned in 1968, 

The purpose of CIPEC is to co-ordinate measures designed to promote 
a dynejrdc and continued growth of real income from copper exports through 
the expansion of the industry and to help member countries to reach 
decisions and adopt policies relating, to copper production on a co-ordinated 
basis 6/, 

Some Latin American countries have also tried to set up an organization 
to protect the iron ore market. Worried by the steady drop in prices, 
the Government of Venezuela initiated conversations with representatives 
of Brazil, Chile, India, Liberia, Peru and Mauritania during the second 
session of UNCTAD in connexion with mutual problems regarding iron ore« 
In September 1968, an informal group of producers and exporters of iron 
ore was set up and has since held four meetings. 

As can be seen, Latin American countries have played a major role 
in the creation of international organizations for the defence of the 
exploitation and marketing of basic products. Another very interesting 
initiative has teen the establishment of regional organizations of State 
enterprises for exchange of experience and the provision of mutual 
assistance. 

6/ Article ? of the Statutes. 

/The first 
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The first of these, the Latin American State Petroleum Enterprises -
Mutual Aid Association (ARPEL) was constituted in 1965 with a membership 
of seven countries 7/. Its main function is to establish the basis of 
Latin America's petroleum market within the integrationist framework 
of LAFTA by means of technical co-operation at every level» One of - • 
ARPEL* s projects is to study the possibility of manufacturing the 
machinery, equipment and spare parts which the petroleum sector requires 
within Latin America. 

(b) The reform of the enterprise and the definition of State semi-
public and private ownership 

The process of institutional change which has became more rapid 
during the past three years has also extended to the enterprise. In 
the Latin American region, Peru is the country which is now in the best-
defined situation as regards the formalization of industrial, mining, 
fishing and agricultural communities and workers* co-operatives. 

In the agricultural sector, the big sugar latifundia expropriated 
in the northern coastal area have become a new type, of enterprise (known 
as Sociedades Agrícolas de Interés Social - SAIS) established on a 
co-operative basis to include both the expropriated latifundia and 
neighbouring peasant communities which have received official recognition. » 

In the fisheries sector, large-scale changes have also taken place 
through, the adoption in 1971 of an organic sectox-al law affecting the 
status of enterprises. The law lays down a system for the fishing 
communities (mads up of the workers of each fishing enterprise). 

Similar measures have been taken in'the industrial and mining 
enterprises. 

Chile is another bountry of the region which is carrying out 
institutional changes. One of these is the development of an area of 
"State ownership", aimed at directing the efforts of production towards 
the basic needs of the population. 

During 1971 and 1972, more than 100 industrial and commercial 
enterprises have been brought under state ownership through expropriation 
or the purchase of shares. In addition, another group of enterprises has 
been requisitioned or taken over by the State for various reasons. 

n w m nil, » I i i n w Maammamxmmmmems* 

7/ Argentina, Bolivia, Brazil, Colombia, Chile, Peru and Venezuela, 

/The Government 
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The Government has presented to Congress a draft law which defines 
three areas of economic activity: (a) State ownership; (b) semi-public 
ownership; and (c) private ownership. This draft law lays down provisions 
for the formation of the area of State ownership, which is to include' 
activities of different kinds and those already being carried out by the 
public sector. It also defines the limits of the other two areas and 
the conditions for their operation. 

As regards workers* management in more the 150 State and semi-
public enterprises, belonging to an extremely wide range of economic 
activities, integrated management councils have been set up in line 
with a scheme approved by the Central Unica de Trabajadores and the 
Government. Production committees and workers* co-ordination committees 
are also being formed. Generally speaking, the management councils are 
made up as follows: five representatives of the workers, elected directly; 
five representatives of the State, nominated by the President of the 
Republic or by some State agency, and the administrator, who is nominated 
by the President of the Republic, 

The Government of Mexico is carrying out a"mexicanization" policy 
for foreign investment, and has formulated a policy to regulate the share 
of the State and that pf private domestic and foreign capital. Its 
main provisions lay down the following: 

(i) Exclusive property, of the State: oil, basic petrochemicals, 
electricity, railways and telegraphic and radio-telegraphic communications 
(on account of their importance for the security or economic life of the 
country), 

(ü) Exclusive property of Mexicans or Mexican companies: radio and 
television, motor transport on Federal highways, distribution of gas and 
development of forests, 

(iii) Majority Mexican capital: 

75 per cent - credit institutions and auxiliary organizations; 
insurance and bonding companies. 

66 per cent - exploitation of national mineral deposits, 

60 per cent - secondary products of the petrochemical industry, 

/51 per cent 
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51 per cent - agriculture} psiciculture and fisheries; rubber industry; 
publishing; soft drinks and syrups; production, distribution and exhibition 
of cinematographic films; sea, air and ground transport; coastal shipping 
traffic; mining (ordinary concessions); cement; steel; glass; fertilizers; 
pulp; aluminium and associated products; munitions and explosives. 

The policy of the Mexican Government represents a new approach to 
foreign investment and to the need to make activities which area vital 
for the security or the economic life of the country the exclusive 
property of the State. 

( c) Agrarian reform 

During the 1960s, in nearly all the countries of the region, various 
initiatives aimed at the transformation of agriculture were introduced, 

The attempts made had different degrees of depth and breadth, 
depending on the particular economic, political and social conditions 
involved,- There were, however, two common main tendencies during this 
period: 

(i) Processes aimed basically at the modernization of agriculture, 
giving priority to the application of techniques and capital for increasing 
production and productivity but not directed at a modification of the 
social structures. The action of these policies is limited to the 
development cf colonization programmes, improving price levels or 
establishing tax measures to induce better use of the land, 

(ii) Processes of gradual change of the agrarian structure, combining 
the introduction of modernization techniques with structural transformations 
and seeding to bring about the gradual extension of economic and social 
benefits to the rural population. In some cases5 these processes have 
given rise to and developed the establishment of associative forms of 
ownership and agricultural development, based on the organization and 
participation of the peasant. 

For the region as a whole, the number of persons benefitting from 
agrarian reform during the 1960s may be estimated at between 1.0 and 1.2 
million peasant families, more than half of these Mexicans and Venezuelans, 8/. 
This means an annual average of around 100,000 families, whereas the annual 
increase in the rural labour force is around 500,000 workers. 

8/ Inter-American Development Sank; Sonio-Economic prqgrsss in Latin 
America. 1970. 

/During the 
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During the first years of the 1970s, two new processes of radical 
change took place in the agricultural sectors of Peru and Chile, There 
was also progress in agrarian reform in Bolivia, Mexico, Venezuela, 
Colombia, Ecuador and Panama, 

Chile is carrying out the process of transforming agrarian structure 
through the application of the agrarian reform law of 1968, In 1971 and 
-1972 the process accelerated considerably. In 1971, 1,203 farms covering 
2,3 million hectares were expropriate for 20,139 families S/„ Towards 
mid-1972, the official agencies estimated that the entire process of 
agrarian reform in Chile had meant the following achievements: 

(i) 60,000 peasant families had benefitted from the reform; 

(ii) 4,564 farms had been expropriated, covering more than 7 million 
hectares, (732,000 hectares under irrigation (HRB)), i.e., 35.4 per cent 
of the total agricultural land in Chile; 

(iii) only 200 farms with more than the maximum areas of irrigated land 
laid down in the agrarian reform law (80 HRB), representing 60,000 HRB 
(3 per cent of the national total) remained in the hands of their former 
owners. 

In the face of the quantitative achievements in agrarian reform in 
Chile, some of the problems which have accompanied the process should be 
considered. The agrarian reform has, of course, concentrated on the 
landless agricultural workers, largerly leaving out of the redistribution 
process the "minifundistas" (195,000 minifundios according to the 1965 
census), who form a large sector of the agrarian scene in Chile. 

In addition to this, decapitalization has taken place in the 
expropriated farms, due in part to the concentration of capital goods in 
the farms which have remained in the hands of the former proprietors or 
to the sale of these goods to other development areas. 

9/ The magnitude of this effort is evident if it is considered that 
between 1965 and 1970 a total of 1,408 farms, covering 3.5 million 
hectares (about 300,000 hectares under irrigation) were expropriated 
to the benefit of 22,000 peasant families. Previous to 1965, the 
programmes of agrarian reform implemented in Chile under the agrarian 
reform law of 1962 had benefitted only 1,250 families. 

/in the 
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In the case of Peru, the agrarian problem acquires more serious 
dimensions than in Chile. The high density of labour per surface unit 
in the mountainous area, the low income levels and the precarious conditions 
of living of around 1 . 7 million peasants show this. In order to alleviate 
the pressure from the peasants, a law on agrarian reform was adnpted in 
1964, and a programme was set up to establish the distribution of public 
land and the expropriation of private land, This law, however, included 
numerous exceptions. Among the most important of these was the exception 
protecting the agro-industrial complexes of the coastal area; in addition, 
the legal formalities were exceedingly burdensome, and this prevented 
agrarian reform from having any dynamic and massive effect. Between. 
1 9 6 4 and 1 9 6 8 , slightly more than 1 1 , 0 0 0 peasant families benefitted from 
the allocation of around 3 5 0 , 0 0 0 hectares. As from June 1 9 6 9 , the process 
was greatly accelerated with the adoption of a new agrarian reform law 
( N ° 1 7 , 7 1 6 ) , which eliminated the exceptions contained in the previrus law 
and set up the appropriate legal and actoninistrative mechanisms to speed 
up and extend the process. Consequently, according to official sources, 
during the last two years 82,000 families benefitted from agrarian reform 
and during the next five years it is hoped that another 260?000 peasant 
families will benefit from it. 

It is estimated that under the provisions of Law 17,716 around 
480,000 family units could be settled in the available areas of the 
mountain and coastal regions, quite apart from what could be achieved 
through colonization and agrarian reform in the forest area. 

The tendency is to hand over land and installations to peasant 
co-operatives, which means that the number of persons benefitting from 
agrarian reform could be' distinctly greater than that of the earlier 
estimate, although for the moment no elements are available to quantify 
this; the same applies to the possibilities which the colonization of 
the forest areas could offer, 

(d) The structural reorganization of thei administrative system and the 
instruments o.f̂  ecohomic policy: the case of Brazil 

As mentioned earlier, the recent experience of Brazil in this context 
is worthy of note. Specific reference will be made to the evolution of 
the finance policy of the public sector, that of the financial intermediation 
system, and that of the policies on external trade and the treatment of 
foreign capital. 

/The measures 



The measures adopted to finance the public sector were aimed at 
increasing the independence of action of the Executive and limiting that 
of the Legislative, especially inasmuch as parliamentary modifications 
to draft laws, when they implied increased public expenditure, were 
forbidden. Among the measures adopted, the most important are tax reform, 
measures to channel savings towards the public sector, administrative reform, 
the system of budgetary planning centrally directed by the Ministry of 
Planning, and the whole group of tax and exchange incentives introduced« 
The joint application of these measures, especially those concerning tax 
reform and the mobilization of domestic resources, enabled the Federal 
Government to achieve a growing attraction of resources by the public sector, 
while at the same time securing decentralization of the use of these resources 
and of administrative execution in general. 

The tax reform of 1966 and the improvement in the tax collection system 
which complemented it were primarily aimed at simplifying the mechanisms 
of taxation and making them more elastic so as to provide more efficient 
aid in achieving' the economic aims of the Government, The main modifications 
introduced were: (a) strengthening the role played in total tax revenue 
by receipts from income tax and taxes on industrial production, fuels and 
lubricants and imports; (b) creating monetary correction mechanisms for 
the fiscel income due from taxpayers; (c) taxing revaluations of the assets 
of enterprises, and (d) intensifying tax controls, especially hy applying 
efficacious penalties. As a result of these measures, taxation by the 
federal Government rose from 7 per cent of the gross domestic product in 
1967 tn around 11 per cent in 1971; in 1971, 94 per cent of total income from 
taxation came from the four taxes mentioned above 10./. 

As regards the mobilization of savings towards the public sector, the 
action taken to place the public debt is particularly worthy of note. The 
main operational instrument here has been the readjustable National Trea'sury 
Bonds, the value of which is adjusted in accordance with the increase in 
domestic prices. These bonds have had an active share in the Brazilian 
capital market, and have stimulated the unfreezing of the idle funds of 
enterprises and individuals. At the same time, the Government has encouraged 
the acquisition of these bonds by individuals, by authorizing a deduction of 
up to 30 per cent of their taxable income if the equivalent of this sum is 
invested in Treasury bonds, which may also be used at a later date as 
different types of guarantee. Secondly, the autofinancing capacity of the 

10/ See CJAP, Domestic efforts and needs for 
development~of BraTl7"^?/553.' 6 June 1972. tables XV-1 and IV-4. 
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public enterprises has been increased by raising their real tariffs and 
holding back the rate of growth of their operational expenditures; this has 
permitted a reduction of transfers of funds by the National Government to 
State enterprises. 

The joint operation of the above measures has meant that the National 
Treasury was able to reduce its cash deficit, expressed as a percentage of 
the GDP, from 1.7 per cent in 1967 to 0.3 per cent in 19710 This reduction 
is all the more striking when it is considered that the Government devoted 
substantial resources to the granting of tax, exchange, and direct subsidies 
as incentives to the private sector, and that public investment grew rapidly. 
Behind all this was a sharp increase in public savings, which in 1970' accounted 
for 10 per cent of the gross domestic product, i.e., around 60 per cent of 
national savings ll/. 

As from the mid 1960s, numerous efforts have been made to set up a 
system of financial intermediation which could make better provision for the 
needs of the economic growth of the country. Among these, the. following 
may be mentioned: 

(a) The creation of the Central Bank and the National Monetary Council 
has maoe possible proper handling of monetary and credit policy in co-
ordination with the course of fiscal policy and the policy for the internal 
and external debt. 

(b) Success has been achieved in ensuring that the expansion of the 
total liquidity of the economy does not depend exclusively on the current 
increase in the means of payment. This has been done by institutionalizing 
the tapping Df resources in the non-banking market through the sale of time 
bills, especially bills of exchange and readjustable bonds. The resources 
attracted in this way have been used to finance the current production of 
enterprises and the deficit of the public sector. 

(c) Throughout the intermediation apparatus there has been a broad, 
operational modernization and a diversification of the instruments usad; 
the various financial agencies have also tended to become functionally 
specialized. 

(d) In general, the operation of the capital market has been reoriented 
through the adoption of various measures complementing each other: formation 
of investment banks; progressive development of the direct securities markets; 

11/ See International Bank for Reconstruction and Development, Current 
Economic Position and Prospects of Brazil. November 1971, Vol. I, 
pp. 76-78, 
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regulation of the tapping of capital by enterprises; widespread introduction 
of the monetary correction clause, and general regulation of the agents 
and instruments of financial intermediation. 

(e) The financing of the consumption of durable goods has increased 
sharply, due to the granting of direct credit to consumers. 

(f) Several special funds, with abundant public and foreign resources 
for their operation, have been set up to provide long-term financing. These 
funds are linked with the national and regional development banks. 

I 

(g) As regards the mobilization of resources towards housing, the 
most important measure has been the setting up of the Housing Finance System 
which channels forced {wages fund) and voluntary (mortgage installment) 
savings to this end, mainly through the National Housing Bank. Private 
intermediaries, such as the real estate enterprises and the credit companies, 
all operate with in this financial sub-system, 

(h) Lastly, the Social Integration Programme has been set up; this 
operates with public funds and resources which it attracts compulsorily 
from remunerations. This Programme aids the financing of the public sector 
and of small and medium enterprises. 

The institutional and operational reform and modernization which has 
taken placé in foreign trade in Brazil is particularly important because it 
has taken place in one of the most traditional areas of the economy, from 
the point of view of its behaviour and the fragmentary nature of its 
organization. Basically, the aim of this reform is the boosting of exports, 
especially non-traditional exports, and the liberalization of imports so as 
to achieve a better supply of imported products and boost industrial efficiency 
through external competition, 

s 

As regards the development of non-traditional agricultural and industrial 
exports, two sub-periods may be distinguished according to the trend and 
emphasis of the policy applied. During the period 1964-1968, the measures 
adopted were influenced by the fact that the products which could be traded 
abroad were basically agricultural goods surplus to domestic needs and 
industrial articles which could" be manufactured by using idle production 
capacity. In this stage, the instruments of foreign trade applied were in an 
incipient state and not used very intensively. They included! (a) periodic 
exchange devaluations which, although spaced out in time, followed approximately 
the domestic rise in prices; (b) fiscal incentives exempting export operations 
from thé main taxes, and (c) credit incentives operating through FII\EX, the 
fund for the financing of exports, which is linked with the External Trade 
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Council, also set up during this period. At the same time, the Central 
Bank began to grant exporters medium-term funds for working capital, with 
interest subsidized in real terms. 

As from 1969, the aim was to activate the policy previously applied, in 
order to increase the relative yield of export business so that this fact 
would attract growing investment resources towards the export sector. The 
main features of this basic lire were: (a) the greater flexibility of 
exchange policy, which began to introduce more frequent devaluation than 
during the previous sub-period; (b) the improvement of the fiscal Incentives 
mechanism so that it would influence much more strongly the generation of 
profits in export activities; and (c) the strengthening of credit support 
for exporters, an important feature of this policy being the provision 
of better facilities for financing working capital, mainly through the 
inclusion in the scheme of the commercial banks, which began to receive 
special rediscounts on the subsidized export credits they were granting. 

As regards the policy on foreign capital, the entry of such capital 
has been stimulated in order to provide funds for investment in the country, 
mainly by waiving the restrictions laid down in the law on the remittance 
of profits and drawing up a guarantee agreement protecting United States 
investrnens in Brazil and introducing insurance for such investments covered 
by the Brazilian State itself. At the same time, the creation of a general 
climate of solidarity between foreign capital and the national economy has 
meant that the transnational enterprises channel a very large part of the 
investment they are prepared to make in the developing world towards Brazil, 

\ 

Furthermore, the entry of short-term capital for financing the working 
capital of enterprises installed in the country was encouraged by the 
adoption of a number of measures. The enterprises with have been able to 
make most use of this facility are those directly or indirectly linked with 
transnational and national enterprises that have financial banking, are in 
the process of rapid expansion, and have good contacts abroad. 

The inflow of foreign exchange which has resulted from this policy 
has been substantial, and over the last few years it has contributed towards 
generating a considerable increase in international reserves. Despite this, 
however, there has been a fairly rapid increase in the countryes external 
indebtedness, mainly that accounted for by short-term loans and foreign 
investments. 

/3. Changes 
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(a) 

Since the middle of the 1960*s, the changes that have affected 
Latin America*s financial sector have, for the most part, tended towards 
the better utilization of savings potential and the allocation of resources 
to objectives that have been gaining greater attention in economic policy. 
Many of these developments have followed the same pattern as in the 
industrialized countries and, very often, have been bound up with the 
demands Imposed by the channelling of external resources 1?/. 

A particularly striking example is the appearance of new housing 
credit systems and mechanisms, including tax exemptions, loans, modernization 
of traditional mortgage institutions, readjustment of personal assets and 
liabilities in line with fluctuations in general price levels, and 
rediscounting systems - generally based on external resources - for mortgages. 

Though land credit is the most common example, there are many other 
ways of mobilizing domestic resources to meet specific requirements. The 
financing of small industrial or commercial enterprises is especially 
interesting because of its regional nature: hers, the methods used have 
included the establishment of specialized banks which, with the help of 
mobile offices, have tried to interest such entrepreneurs in their deposit 
and credit facilities. Small farmers have benefitted from co-operatives 
and from the proliferation of specialized development bank offices which 
have afforded them possibilities of saving and borrowing that were 
previously unavailable. 

The manufacturing sector has received a number of tax benefits to 
encourage it to use more of its internal sources of finance. Tax exception 
has also been used, in some cases successfully, in order to place manufacturing 
capacity on a wider geographical basis or to promote the introduction of new 
lines of production. After a fairly timid start in the 19609s, credit and 
tax systems designed to encourage the production of exportable manufactures 

12/ See "Mobilization of domestic resources", Economic Bulletin for Latin 
America, Vol, XV, N° 2, 1970 (United Nations publication, 
Sales N°: E,70eIX,G,7). 
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are beginning to come into their own; mention must also be made of 
systems that have come into being during the 1970®s for financing the 
sale of domestic appliances and motor-vehicles by means of advance 
consumer savings. 

Elsewhere, financial instruments have been manipulated in such a 
way as to meet more specific objectives. An example of this is the way 
in which a body of a technical nature such as the Superintendencia •* «ttifcanUMF ir—mar.; 'ir t— •"•tii-rs.̂a.MBig* • 

Nacional de Marinha Mercante (SUNAMAN) of the Ministry of Transport of 
Brazil has been assigned the functions of a financial court. With funds 
deriving mainly from a special tax on import freight rates, SUNAMAN lends 
shipping companies purchasing vessels from Brazilians shipyards up to 
85 per cent of their value. It is estimated that in this way the real 
costs of Brazilian shipyeards have successfully been reuced by 30 per cent: 
sufficient for them to compete with longer established shipbuilders. 

Fcr all this, the evolution of Latin America's financial sector has 
been uneven. Mechanisms and practices that could be described as conservative 
or out-of-date have continued to be the rule while, at the same time, the 
newly emerging organization reveals fundamental shortcomings that affect 
its structure and operation. The principal sub-sector, the commercial 
banks, continued to finance its traditional clients without responding, 
for various reasonss to the new and ever-increasing demand from small 
businesses, consumers and entrepreneurial promoters. These groups were 
consequently obliged to resort to finance companies, many of which are 
affiliates of enterprises in the sub-sector, in order to meet, albeit at 
a high cost and only partially, their financial requirements. 

Early in the 1960*3, these shortcomings coincided with the introduction 
of a series of new objectives into Latin American economic policy more 
accurately perhaps, with the granting of urgent priority to certain 
objectives that had been pushed into the background. This added to the 
growing demand for financial resources, and it accordingly became 
nec3ssary to create or import new financial mechanisms which either 
circumvented existing legislation or set themselves up as parallel and 
generally autonomous management agencies and thus conspired against the 
overall efficiency of the system and often rendered it extremely costly. 
In other words, the changes that have occurred in the financial system have 
tended more to introduce new mechanisms than to reorganize its overall 
structure. As has been pointed out in other studies, the financial 
intermediaries existing at the end of the 1950ffs could have geared to 
new objectives simply by modifying their judicial basis. The most obvious 
example of this is the land credit institutions that have mushroomed in 
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countries where mortgage agencies and banks which possessed the necessary 
administrative experience and technical means already existed but were not 
accorded the same facilities as the new mechanisms. The tendency towards 
the duplication of institutions, in addition to pushing up the cost of 
financing, is an obvious obstacle to the design and implementation of 
comprehensive and well planned policies and to the actual operation of 
the system. 

Because of this structural defect, the new land credit mechanisms 
have continued to amass vast financial resources during periods when the 
demand for housing has dropped, without any way of putting them to other 
uses» The opposite has also happened; favourable prospects for an expansion 
of construction have been faced with a limited supply of funds, 

There have also been numerous cases where it has been impossible to 
finance objectives through any of the established mechanisms. Attempts at 
agrarian reform for instance, have not benefitted from any financing system 
capable of meeting the needs of the new individual or collective farmers« 
Another example is the inability of the land credit mechanisms to finance 
housing for the working class in the lower income brackets. In several 
countries this situation has given rise to specialized institutions 
employing public capital that promote housing construction, actually do 
the building themselves, or encourage self-help building. 

As to the use to which the extra funds deriving from the renewal and 
adaptation of the financial mechanisms have in fact been put, it would 
be difficult and somewhat risky to draw any conclusions, both because of 
the shortage of data and because of the lack of objectivity of the evaluation 
criteriao There would, however, appear to be a certain amount of agreement 
that the reproduction of systems employed in the industrialized market-economy 
countries has channelled a very large proportion of the resources into the 
financing of durable goods and construction more closely reflecting the 
demand of the middle and high income groups. Similarly, neither private 
nor public priority investments for development would seem to have 
found the means of increasing their share of these resources. 

It can be assumed that, just as in the 1560*s the emphasis was on the 
mobilization of resources, in the 1970es Latin American Governments will 
undoubtedly have to devote their attention to restructuring the financial 
sector. In other words, what has to be done is to bring financial intermediation 
into step with economic policy, which means simplifying the structure and 
operation of the sector and ensuring a larger flow of resources into 
objectives and activities that are essential to economic and social progress. 

/(b) The 
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(b) The evolution of the major sectors 

Before examining the main trends in financial mobilization, a 
distinction must be drawn between the traditional and the new sub-sector. 

Of the two, the traditional sub-sector is more closely associated 
with the modern area of Latin American economies and involves the monetary 
authority (central banks) and the state development banks, -which together 
are a direct reflection of economic policy. The sub-sector's performance 
can only be examined satisfactorily over the long term. The short term does 
not allow of any appreciation of the changes in its capacity to create, tap 
and distribute resources or of the functional differences between its 
component institutions which so closely affect this capacity. For 
comparative purposes, the period 1960-1969 has been chosen because 
homogeneous data for the region are available up to 1969. 

Excluding transfers among the institutions themselves, the volume 
of resources obtained by the sub-seactor increased considerably throughout 
Latin America, even allowing for such deflators as the consumer price index 
(see table l). This trend should be no cause for surpirse since the 
component institutions include central bank, state development banks and 
commercial deposit banks, which made major technological advances during 
the period under consideration. 

In most Latin American countries, deposits and other Government 
assets held by the sub-sector have shown a tendency to decline in 
relative terms. In a few rare cases, the reduction was sharpj in Argentina, 
for example, they represented 11 per cent of the sub-sector's assets in 
1960 and a mere 1 per cent in 1969. There were also occasional increases 
(Venezuela from 2 to 6 per cent, Costa Rica from 1 to 2 per cent and 
Dominican Republic from 10 to 12 per cent), but these do not affect the 
general trend. 

Central bank issues, measured solely in terms of the money actually 
in circulation, are an important indicator of the sub-sector's recent 
development. To begin with, their share in central banks* total assets 
have dropped noticeably, increasing in only one country, Uruguay, where 
they rose from 13 per cent in 1960 to 16 per cent in 1969, thus 
reflecting the negative effect of a prolonged period of economic stagnation 
on the country's financial sector. In Peru wthere was practically no 
change (15 per cent in 1960 to 16 per cent in 1969), though post-1969 figures 
would probably show a similar trend'to that of the region as a whole. In 
every other case, their share of total assets declined, usually substantially. 
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Table 1 

LATIN AMERICAS VARIATIONS JN THE REAL NET LIABILITIES a/ OP THE 
TRADITIONAL FINANCIAL SUB-SECTOR BETWEEN i960 AND 1969 

(Percentages) 

Argentina. 19.5 

Bolivia " 80.1 

Brazil 64.6 

Colombia 91 »0 

Costa Rloa 78.7 

Chile 156.6 

Ecuador • 78.4 

El Salvador 66.0 

Guatemala 102.4 

Haiti 16.9 

Honduras 178.8 

Mexico 191.0 

Nicaragua I80.6 

Panama 228.8 

Paraguay 205,3 

Peru 44.9 

Doninlcoa RcpiMle 117.1 

Uruguay 6,7 

Venezuela 88,2 

Average b/ 107.4 

Sources 3HF, International Financial Statistics. 

a/ Excluding liabilities betvem institutions in the subrsootor. Current figures, 
doflated by consumer price indexes, 

b/ Also includes Guyana, Jamaica and Trinidad and Tobago. In the case of t h e s e 
countries, the i960 parity jetes of exchange have been employed. 
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These percentages are an inverse reflection of the access of 
individuals to the financial sub-sector. If access is minimal, they will 
tend to hold on to their money insofar as they are unable to turn it over 
to the sub-sector 13/. If access is easier, on the other hand, the 
proportion retained is low or at least declines. From this standpoint, 
it is fair to say, in the light of table 2, that the access of individuals 
to traditional intermediaries has improved markedly in the region as 
a whole. 

In 1960, the first category (30 per cent or more) only included 
Bolivia and Haiti, whose level of economic development was hindering the 
evolution of their financial sector to a greater extent than in other 
Latin American economies. In 1969, Bolivia was still in the same 
category, although its index had dropped to 33 per cent. In the case of 
Haiti, the decline was from 31 per cent in 1960 to 26 per cent in 1969. 

The smaller economies registered more substantial reductions in 
relative terms than those indicated. In the- larger economies, the share of 
central bank issues in the assets of the sub-sector tended to be low, while 
fluctuations were inclined to be fairly pronounced. An exception to this 
was Argentina, where the share stood at 26 per cent in 1960 and 22 per cent 
in 1969. By comparison, the cuixtispuriuirig figures for Brazil were IS and 
9 per cent, for Mexico 13 and 9 per cent, for Colombia 16 and 11 per cent, 
and for Chile 14 and 9 per cent. 

It can be deduced, therefore, that there is an inverse relationship 
in Latin America between the development of this sub-sector and what is 
known in economic theory as the private sector's liquidity preference. 
Given the wide differences in the levels registered, there is reason to 
suppose that the relationship is intimately bound up with such structural 
factors as the degree and pattern of development, which would seem to carry 
more weight than other strictly monetary factors. 

13/ Individuals are here taken as including small enterprises. The 
data on larger enterprises point to a low liquidity preference. 
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Table 2 

LATIN AMERICA: DISTRIBUTION OP l8 COUNTRIES ACCORDING TO THE SHARE OP MONEY K 
CIRCULATION IN THE TOTAL ASSETS OP THE TRADITIONAL INTERMEDIARIES 

Number of countries 

i960 1969 

30 per cent or more 2 1 

15 to 29 per oent 12 7 

Less than 15 per cent If U 

i " 

/The issues 
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The issues of the sub-sector that are absorbed by the private 
sector do not of course all derive from the central bank. There are 
other institutions that have made longer-term issues which have 
followed the same pattern. In Mexico, for example, development banks 
have put out an appreciable volume of such issues. In 1960, these 
accounted for 11 per cent of the total liabilities of the sub-sector; 
by the end of the decade, however, the figure had risen to 24 per cent 
- two and a half times more than the monetary issue. There are a number 
of countries in Latin America where these issues* share of total liabilities 
is beginning to take on sizeable proportions - 5 per cent in Colombia and 
Costa Rica, for instance. Obstacles of the kind that are generally 
placed under the heading "lack of .capital markets" prevented the sub-sector's 
liabilities from serving a more dynamic purpose during the 1960*s, In 
the 1970*s, however, the situation would appear to be changing since the new 
intermediaries are having a certain amount of success in disposing of the 
issues among the general public. 

The other sources referred to are, by and large, the following: 
(i) demand deposits which, in conjunction with the central bank issue, 
form what is traditionally thought of as the total amount of money or 
means of payment in circulation; (ii) time deposits, including savings 
deposits and what is becoming known as quasi-money; (iii) external 
liabilities which, under existing regulations in Latin America, can only 
be public or semi-public; and (iv) a mixed bag of accounts including 
the institutions* own investments and funds which, because they do not 
fall under any single heading at the regional level, are described as 
unclassified. 

Although the development of these sources does not follow any uniform 
pattern, share of demand deposits in the sub-sector*s total liabilities in 
is inclined to be higher in economies suffering from inflation (see table 3), 
It should be noted, however, that the relationship is the same regardless of 
whether a country's banking sector is more developed or less developed. 

In any case, a comparison of data for 1960 and 1969 indicates that 
the share of demand deposits increased in five economies and declined in 
twelve. An explanation of the increases in such deposits would require 
an analytical study of each individual case, which is not possible here. 
Basically, the situation reflects not only the adoption by the monetary 
authorities of provisions designed to favour time deposits at the expense 
of other financial liabilities but also, judging from the example of one 
country at least, a greater expansion of the banking system. The country 
in question is Bolivia, whose deposit banks spread across the country 
during thé period under consideration. 
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Table 3 

LATIN AMERICA: TOTAL SICHT AND TIME DEPOSITS OP THE TRADITIONAL FINANCIAL 

SUB-SEC TOR OP SELECTED COUNTRIES SS A PROPORTION OP LIABILITIES 

(Percentages) 

S i g h t deposits Tine deposits 

i960 1569 i960 1969 

Argentina 1 8 2$ 1 5 22 

B o l i v i a 6 10 2 10 

B r a z i l 43 33 3 6 

Colombia 23 21 1 2 8 

Costa Rica 16 24 7 10 

C h i l e 22 1 8 1 3 1 1 

Ecuador 16 18 8 1 5 

Guatemala 1 6 1 3 1 3 27 

H a i t i 1 3 1 9 1 5 1 2 

Honduras 1 6 1 3 21 22 

Mexico 1 6 1 5 16 l 8 

Nicaragua 1 7 l 4 9 1 2 

Paraguay 19 1 1 5 19 

Peru 32 22 20 • 19 

Dominican Republio 23 1 3 1 1 l 6 

Venezuela ^ 25 28 20 27 

Uruguay ' 12 7 Ì 8 10 

Source: IMP, International Financial S t a t i s t i c s . 
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The restriction on demand deposits has helped to boost time and 
savings deposits (see table 3). The fact that this group of accounts is 
usually referred to as quasi-money shows that their distinguishing feature 
(the repayment period) is of lesser importance. These deposits ara-in 
fact being widely used as a means of investing the surplus liquidity of 
individuals and of entrepreneurial sectors in those countries where the 
real rate of interest is relatively high,. 

In most Latin American economies, the importance of time and savings 
deposits as a source of funds for the sub-sector.continues to grow. In 
Brazil, where financial circumstances had relegated them to a mere 
3 per cent of the total in I960,, their share doubled to 6 per cent in 
1969, In Bolivia and Paraguay, increases over the? same period were 
spectacular - from 2 to 10 per cent in Bolivia and from 5 to 19 per cent 
in Paraguay, Sharp increases were also recorded in Ecuador (from 8 to 
15 per cent), El Salvador (8 to 21 per cent) and Guatemala (13 to 27 per cent), 
while in Argentina, Costa Rica, Nicaragua, the Dominican- Republic and 
Venezuela their share rose by between one-third and four-fifths. Only, 
in Honduras and Mexico did they expand by less than 15 per cent, which 
in Mexico's case was due to the rapid growth of other financial issues 
capable of fulfilling the sane need. 

As a result, the overall picture of time and savings deposits as a 
source of funds was considerably more encouraging at the end of the decade 
that at the beginning. Taking an average of national statistics, their 
relative share of the total was 11,5 per cent in I960 and 16,5 in 1969, 
In 1969, they accounted for over 20 per cent of total funds in five countries, 
whereas this was only true of one country in 1960 (see table 3), 

The ability of- this branch of the sub-sector to tap the excess 
liquidity of the norv-financial private sector can also be appreciated by 
comparing its relative contribution with that of central bank issues. Of 
the eighteen countries under consideration, time deposits exceeded the 
central bank issue in 1960 in only five cases. Nine years later, the number 
had increased to twelve. By 1971, judging from national figures, which are 
not strictly comparable among themselves but are valid individually, only 
in the two countries with a backward financial sector and a third affected 
by inflation was the share of issues greater than that of time and 
savings deposits. 

/When analysing 
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When analysing the origin of the sub-sector's resources, the funds 
which its own institutions made available to each other were deliberately 
ignored. This was done both for a quantitative reason, insofar as transfers 
within the sector are not relatively important as liabilities, and for a 
conceptual reason, as it made it easier to concentrate on the autonomous 
sources of funds. 

Where the allocation of dunds is concerned, however, intra-sectoral 
movements attain substantial magnitudes and, moreover, vary widely between 
the beginning and the end of the 1960*s, There are two reasons for this. 
In the first place, it is within the sub-sector that the money and quasi-
money are generated, Secondly, it is a generally accepted practice to use 
intra-sectoral transfers to supply financial resources to the state 
development banks, since thess are not supposed to compete with the 
commercial banks. 

As this is not intended to be a monetary study, it will attempt to do 
no more than indicate the magnitude of intra-sectoral transfers in terms 
of the sub-sector's total financial resources, show the fluctuations in the 
corresponding percentages between 1960 and 1969 and, where appropriate, 
establish the major factors behind the data presented. 

Internal movements in the sub-sector are high compared with its total 
assets, the average being 25 per cent in 1960 and 31 per cent in 1969 
(see table 4), In addition to this, there are other differences between 
the two years. In 1960, an important role wassplayed by the central banks* 
financing of commercial banks, as can be seen from the figures for the 
eighteen selected countries. Towards 1969 this type of movement declined 
in significance, while the sterilization ' of the resources of the commercial 
banks by the monetary authority became more prevalent. This trend was marked 
in countries that suffered from inflation during the period. In Uruguay, 
for instance, deposits cf the central banks with commercial banks and 
vice versa showed a balance of 122 million pesos in favour of the latter 
in 1960, a situation which was reversed in 1969 with a balance of 
11,461 million pesos, representing 21 per cent of the commercial banks® 
third-party assets. 

However, the situation is not only governed by quantitative credit 
controls, In several countries it is also affecte by the greater extent 
to which the sub-sector finances public development institutions. Similarly, 
gradual progress is being made in the handling of the sub-sector*s resources 
by the monetary authorities. Some countries (Colombia and Mexico, for example) 
are now less concerned with controlling Credit because of its inflationary 
effects than with channelling it in such, a way as to conform to the main 
economic policy objectives, 
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Table 4 

LATIN AMERICA: DISTRIBUTION OP THE ASSETS 
FINANCIAL SUB-SECTOR IK SELECTED 

(Percentages) 

QP THE TRAD ITI® AL 
C OUMT1ÌES 

To the 
Govornmort 

To the 
Private Sector 

Subtotal bJ 

I960 1969 i960 1969 i960 1969 

Source: MP, International Financial Statistics, 

a/ Including other accounts. 

Within the 
sub-seotor 

i960 1969 

Argentina 28 28 35 49 83 86 17 - 14 

Bolivia 66 1+7 8 18 84 82 16 18 

Brazil . "40 22 51 45 . 84 70 24 30 

Colombia 12 6 55 48 73 63 27 37 

C osta Rica 7 12 & 51 71 75 29 25 

Chile 27 30 42 23 82 70 18 30 

Ecuador 12 16 56 42 81 68 19 32 

Guatemala 12 12 37 4i % 68 29 32 

Haiti 46 55 31 22 % 84 9 16 

Honduras 14 13 37 48 70 72 3.0 28 

Httjiioo 9 20 56 60 77 87 24 13 

Nicaragua 10 7 47 53 70 80 30 20 

Paraguay 20 16 38 47 59 65 41 35 

Peru . 17 15 34 29 69 68 3L 32 

Dominican Republic 26 26 17 24 62 .61 38 39 

Venezuela 6 ? 50 83 85 17 15 

Uruguay 7 13 46 18 83 ,.5L 17 4? 
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Considering the two principal competitors for the sub-sector's 
resources that exist in Latin America the Government and the combination 
of private enterprises and individuals - it will be noted that, throughout 
the lS60®s, there were only two countries in which more funds were 
allocated to the public than to the private sector. One of these was 
Bolivia, where the public sector tapped 66 per cent of the sub-sector's 
total assets in 1960 and 47 per cent in 1969, and the other Haiti where 
it took 46 per cent in 1960 and 55 per cent in 1969. In both cases, 
the sub-sector®s internal movements represented the smallest proportion 
of total assets in Latin America (see table 4). 

In the remaining countries figures for both sectors showed 
marked changes between 1960 end 1969. With the exception of Bolivia 
and Haiti, however, the average figure for the Government shows a tendency 
to decline - from 23 per cent in 1960 to 18 per cent in 1969. For the 
private sector, in contrast, the averages for 1960 and 1969 are 
26,5 per cent and 39.0 per ccnt respectively, Argentina, Mexico, 
Venezuela and Bolivia contributed towards this trend, while the relevant 
figures for Chile and Uruguay dropped sharply - from 42 to 23 per cent 
in Chile and from 46 to 18 per cent in Uruguay, 

As was explained aboves no worthwhile information exists on 
the operations of the intermediary agents which made their appearance 
in the financed system in Latin America during the 1960's. In order 
to give a regional overall view of their activities, it is necessary < 
to recall the factors which produced them and which made them important 
in several countries of the region. The incapacity of the traditional 
sub-sector to reply to new financial demands has already been mentioned. 
Consequently, it was absolutely necessary to set up mechanisms to 
act as intermediaries between the sources of resources and the unfulfilled 
requirements» At the same time, partly under the influence of an 
international demonstration effect, new intermediary agents were set. 
up: e.g., finance houses and co-operatives or similar organizations. 

An examination of the information available shows that there are very 
few cases of an intermediary operating by allocating resources exclusively 
to producers. In fact, those which have had the most rapid growth are the 

/financé companies 
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finance companies, as they are called, which provide financial resources 
for the purchase of durable goods. The same thing has happened with 
credit for the purchase of dwellings. 

The case of Brazil illustrates this double tendency. In Brazil, 
the basis for the dynamism of the credit and investment banks and 
the countryc.s credit institutes was the creation of special new instruments 
of finance and the transformation of other relatively old instruments, 
such as the bill of exchange. In Colombia, the credit and investment 
banks received internal and external financial support but no new 
mechanisms were created for the accumulation of resources. These are 
growing slowly, although more dynamically than the traditional sub-sector 
(see tables 5 and 6), 

The development of financial intermediation in Peru was different 
(see table 7). Among the traditional intermediaries, the relative importance 
of the public development banks increased, while that of the central bank, 
the commercial banks and the insurance companies diminished. The new 
intermediaries which became important were those which covered the demand 
which the commercial banks could not satisfy, i.e., that from individual 
persons. Among these new intermediaries are the "mutual loan associations" 
which, unlike the savings and loan associations, accept only the savings 
of their customers and with these finance their acquisitions of durable 
goods. Their assets account for 5,7 per cent of the total assets of the 
financial sector in Peru in 1969; this figure represents a net addition for 
the 1960*s since the mutual loan associations did not exist in 1960, The 
savings and credit co-operatives, which mainly operate in areas of the 
country which lack financial intermediaries and in low-income inhabited areas, 
also expanded rapidly ; in 1960, their assets accounted for only 0.2 per cent 
of the total for the system, but by 1969 they had risen to 4.6 per cent. 

The foregoing examples do not reflect the true situation in all the 
countries, but they do give an idea of the general tendencies to be found 
throughout the region. It may be considered, generally speaking, that the 
new intermediaries had at their disposition by the end of the I9608s the 
equivalent of one quarter of the assets of the traditional sub-sector. 

As regards the first years of the 1970's to date, the incomplete data 
which have been collected indicate a constant growth in the relative importance 
of the new mechanisms, and, what is more important, the introduction of variety 
into other which are boginning to show dynamism bocause they satisfy demands 
for financial intermediation which the earlier mechanisms had not even 
considered or provided for in their operations. Obviously, however, these 
additions imply an increase in the complexity and disparateness of the Latin 
American finance systems, and this could render more difficult the indispensab] 
interlocking of economic policy and financial intermediation. 
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Table 5 

BRAZIL: D I S T R I B U T I ® OP LOANS TO THE PRIVATE SECTOR 

(FIGURES TAKEN PRCM END-OP-PEKIOD BALANCES) 

(Percentages) 

1 jGi l 9&9 1371 

Banking system 79*9 55.3 52.7 

Development agencies lk.0 12.3 8a 

Credit and investment banks 6.0 16.3 22.2 

Credit for housing - 13.0 15.3 

Total a/ 100.0 100.0 100.0 

Source: Banco do Brasil, Relatori, various issues* 

a/ Includes others not classified. 
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Table 6 

COLCMBU: DISTRIBUTION OP THE ASSETS OF THE FINANCE SYSTEM 

(Percentages ) 

• • -
i960 I969 

Banks • - - 83.4 ÖL.3 

Insurance and capitalization companies 11.8 5.4 

Subtotal 95.2 86.7 

« 

Finanoe companies 1.5 7.7 

Investment funds - 1.4 

Total a/ 
.-.••• ..J1 ' . . • » • . . . . . . . 

100.0 100.0 

Source: Banco de la Republioa, Revista, 
various issues« 

various issues} Supeçlntendencla Bancaria, Revista» 

a/ Includes minor Intermediaries. 
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Table 7 

HEU: SHARE OP THE ASSETS OP THE FINANCE SBCTCR BY GROUPS OF INSTITUTIONS a/ 

(Parcentccca) 

«í 

> 
i960 1969 

Central bank 28.6 22.4 

Commercial banlcs 46.6 36.6 

Public development banks I5.2 21.0 

Mortgage banks 4.6 

Insurance companies 5.3 3.9 

Mutual loan associations - 5-7 

C o-operatives 0.2 4.6 

p- Total 100.0 lOO-O 

Sources; Superintendencia de Bancos del Perú» 

a/ Inoludes the former Caja de Depo'sitos del Gobierno, which has become the Banco de lr_.Nación. 
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(c) Basic procedures for the tapping and channelling of financial 
resources 

As regards the savings of individuals, assuming that the intermediaries 
are within their reach, the most efficacious measures seem to have been: 

Automatic liquidity: the instruments used in the region invariably 
lay down that persons may withdraw the funds deposited without being 
required to provide previous legal or contractual notice. 

Readjustment of sayings: yield on savings does not seem to be of 
primary importance for individuals, who continue to hand over their surpluses 
to the financial sector even when the rate of real interest is at zero. 
What has boosted savings are the measures aimed at preserving the real 
value of the assets. As is only natural, the adjustment is not only 
applied to the assets but also to the liabilities of tine individual, 
thus producing a variety of situations in the flows between them and 
the financial sector. 

Tied savings: of considerable importance tcday are the savings 
made by individuals expressly to obtain credit for the acquisition of a 
durable product ur a house. This system leads to personal dissavings 
once the initial savings which condition the granting of the credit have 
teen made. The problems stemming from the financing of these dissavings 
have led to the appearance of new measures and the establishment of a 
host intermediaries, generally supported by manufacturer's or tourist and 
travel agencies. 

As regards the savings of enterprises, the incentive mechanisms 
tend to be in the field of taxes. There are tax credits or tax rebates 
on the reinvestment of net profits, on accelerated depreciation and on 
the establishment of production facilities for high-priority manufactures 
or production in economically backward areas. More recently, special 
incentives have been given for the export of non-traditional products. 
These mechanisms vary considerably in the different Latin American 
countries and also vary according to whether they are succesful or not. 

/4. Contribution 
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public sector to 
domestic resources 

(a) Lie sector 

The public and private sectors, for different motives, work in a 
complementary manner to use the natural, human material and financial 
resources available to them as effectively as possible with a view to 
promoting more rapid and sustained economic growth together with a more 
equitable distribution of the goods and services produced. 

The degree of participation by the public sector in the economy 
varies a great deal in the Latin American countries as: a result of a wide 
variety of factors, ranging from the supply of natural resources to the 
prevailing institutional and political system. There are seme countries 
in which the public sector participates with the private sector in a 
system that may be termed a mixed economy and is generally identified 
with the relatively more developed countries of the region, while there 
are others which have only recently begun to expand the scope of public 
sector activities. One factor is quite clear, however, namely the trend 
towards a rapid increase in public expenditure, particularly for capital 
formation. 

If - to make a very simplistic calculation - the participation of 
the public sector in the economy is measured by the amount of current 
expenditure on general government (excluding spending by public 
enterprises} and total fixed public investment, it is found that in Chile 
and Brazil, for example, expenditure under this heading represented about 
34 per cent of the gross domestic product at the end of the 1960?s, while 
in other countries, for example Guatemala, this ratio was still below 
IS per cent. The majority of the countries considered show ratios ranging 
between 15 and 25 per cent (see table 8), 

Similarly, as regards trends between the beginning and end of the 
decade, it is found that changes in the participation of the public sector 
occur more slowly in countries where the ratio is above 20 per cent, with 
the exception of Brazil and Chile where the rapid expansion of public 
enterprises has substantially increased the influence of the State, which 
makes itself felt particularly strongly in the case of capital formation. 
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Table 8 

EVOLUTI® OP PUBLIC EXPQIDITURE AND TAXAT IW 

Percentages Indexes I96O-I96I » 100 Elasticity 

Country 
Total Current Publio Publio 

Invest-
ment/ 

Total Current Public 
Ù las 
revenue 

A Publio 
Country 

expend- expend- invest-

Publio 
Invest-
ment/ Tax- expend- expend- invesfc- Tax-

Ù las 
revenue 

A Publio 
iture/ iture/ ment/ Total ation b/ iture/ iture/ ment/ ation expend. 

£ture GDP s/ GDP (¡DP invest-
ment ®P ®p GDP 

expend. 
£ture 

Argentina I960-I961 a . 4 l6a 5.3 24.5 14.2 
149.1 105.6 O.896 

Argentina 
I969-I970 25.2 I7.3 7.9 40.7 15.0 II7.8 107.5 149.1 105.6 O.896 

Bolivia I960-I961 I9.5 I3.9 5.6 44.8 7.9 
105.8 148.2 I.095 1969-1970 23.0 14.7 8.3 58.5 10,2 117.9 105.8 148.2 129a I.095 

Brazil I96O-I96I 25.3 18.6 6.7 39.2 20.1 
131.6 130.6 134.3 134.3 1969-1570 33.3 24.3 9.0 52.0 27.O 131.6 130.6 134.3 134.3 1.0a 

Colombia I96CWL961 11.2 7.8 3.4 16.7 10.4 
128,8 O.834 1969-1970 17.3 10.6 6.7 34.4 13.4 154.5 135.9 197a 128,8 O.834 

Costa Rica 1960-1961 18.0 14.0 4.0 21.6 12.2 
U5«6 O.986 I969-I970 21.1 16.1 5.0 23.5 l4.l 117.2 115.0 125.0 U5«6 O.986 

Chile I96C-I961 29.3 22.5 6.8 38.0 16.5 
113.8 132.4 1969-1970 34.6 25.6 9.0 55.9 21.8 II8.I 113.8 132.4 132a I.II9 

Ecuador 1960-1961 23.8 17.5 6.3 46.3 15.0 
79 »4 I969-4970 26.2 21.2 5.0 31.0 18.2 110.1 l a a 79 »4 i a . 3 1.102 

El Salvador I960-I96I 14.5 11.5 3.0 23.I 10.9 
107.6 86.7 95.4 0,887 

El Salvador 
1969-Ì^O 15*6 13.0 2.6 22.8 -10.4 107.6 113.0 86.7 95.4 0,887 

Guatemala 1960.4.961 11.6 8.9" 2.7 27.3 7.6 
106.6 I.O94 1969-1970 U.3 ' 8.8 2.5 20.8 8.1 97.4 98.9 92«6 106.6 I.O94 

Honduras 1960-1961 13« 6 10*7 23*8 M 
1969-1970 19.6 13.1 6.5 33.9 11.4 . 144.1 122.4 224a 316.3 oa8o7 

Mexico 1960-1961 16.7 ll.o 5.7 34.3 9a 
0.847 1969-1970 21,9 15a 6.8 34.7 10.1 131.1 137.3 119.3 111.0 0.847 

Nicaragua 1960-1961 13,7 10.5 3.2 25.2 8.8 
l4o.6 0,802 

Nicaragua 
1969-1970 16.5 12.0 4.5 28,8 8.5 120,4 114,3 l4o.6 96,6 0,802 

Panama I96O-I96I 1 7 a 13.3 3.8 23.6 11.0 
131.6 0.904 I969-I970 22.7 17.7 5.0 a . 8 13.2 132.7 133a 131.6 120„0 0.904 

Paraguay 1960-1961 10.5 7.0 3.5 29.7 9a 
l6l64 115.4 0.787 1969-1970 15.4 U.3 4a 27.3 10.5 146.7 l6l64 117.1 115.4 0.787 

Peru I960-I96I 15.9 12.9 3.0 16.6 13.7 
II8.6 Ì20.0 124a 1.044 1969-1970 18.9 15.3 3.6 21.2 17.0 118.9 II8.6 Ì20.0 124a 1.044 

Dominican Republlo 1960-1961 19.6 14.7 4.9 53.3 16.7 
104,8 1969-1970 21.9 6.5 37.4 17.0 1U.7 104,8 132.7 101.8 0.911 

Uruguay 196o.Jt96l 26.4 23.6 2.8 17.9 15.4 
0.943 j . I969-I970 31.1 27.4 3.7 • 27.4 17.2 U7.8 116a 132.1 i n .7 0.943 

Venezuela 1960-1961 22.2 15.5 6.7 39.0 18.3 
0.948 1969-1970 24.7 18.0 6.7 34.9 19.3 111.3 116.1 100.0 105.5 0.948 

Weighted average I96O-I96I 20.7 15.1 5.6 29.I 14.4 Weighted average 
I969-I970 25.7 18.4 7.3 36.3 17.2 124.2 121.9 I3O.4 119.4 O.96I 

Sou roe: EC LA estimates, on the basis of data obtained from various national sources and International agencies. 
a/ The total Fublic expenditure includes the current expenditure of the Central Government and the total gross 

fixed public investment; these are given In the two columns which follow. The gross produot employed is 
calculated at market prices and in the currency of each country. 

b/ This refers to income from taxation as a proportion of the gross domestlo product at market prices. The 
percentages are for i960 and 19?0 to all cases. 

0/ To obtain these averages, use «as made of the gross domestic product of Latin America by countries at factor 
cost, and the total gross investment; these are both expressed in dollars at i960 prices. 
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Worthy of note is the relatively high position of Bolivia and the 
Dominican Republic, attributable in the case of the latter to the 
nationalization of industries and in the former to the nationalization 
of mining and subsequently petroleum. 

Not all public spending contributes in equal measure or with the 
same degree of effectiveness to the mobilization of resources. The State 
acts as an important economic agent tapping resources from the private 
sector and assigning them to different activities which take on different 
dimensions from the standpoint of the use of productive resources. 

Public spending, for both consumption and investment, makes a 
significant contribution to the mobilization of resources through demand. 
The State and its enterprises are an important sector of consumption for 
domestic production. In such countries as Brazil, Chile, the Dominican 
Republic and Mexico, which have many public enterprises covering a wide 
range of activities, intergovernmental transactions have reached an 
appreciable scale and are very likely to continue expanding; The public 
sector is also an important source of employment. In addition to its 
role in the reallocation of human resources towards more highly productive 
activities, it provides purchasing power that expands demand and markets 
and consequently raises the investment potential generated by improved 
use of idle or improperly used resources. In addition to all this., 
current public spending is a means of providing administrative support 
to complement the States* productive activities. 

Public sector fixed capital formation contributes directly to the 
mobilization of productive resources, although its impact varies depending 
on the productivity or efficiency of the activities to which the iiivestment 
has been assigned and their "lead time", i.e., the length of time that 
elapses before the effect of investment shows up in production™ 

The participation of the State in total capital formation - which 
is an excellent indicator of the productive effort of the public sector - varie 
a great deal from country to country. In the period 1969-1970 for the 
region as a whole it represented 36 per cent of total gross fixed investment, 
and in some countries it was close to 60 per cent. This important contribution 
to the investment effort has the advantage of having been directed towards 
the priority sectors of the economy, under an overall development plan or 
investment programme, which to some extent is a guarantee that such investment 
genuinely benefits national development. A further guarantee resides in the 
mechanisms and institutions that the State has created to undertake the 
investment directly. These activities have yielded excellent experience in 
the management of the human and technological resources available. 

/in most 
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In most of the countries of the region there.is a clear trend 
towards expanding State action to include industrial and commercial 
activities through the establishment of public and semi-public enterprises, 
in association with private capital 14/. For differing reasons of economic 
and political strategy, the State has to take on responsibility for very 
large enterprises in a wide variety of areas in cases where private 
enterprise is generally unable to act because there is a shortage of 
national capital or lack of interest in investment that will not yield 
an immediate or attractive return. The other possible alternative, 
namely direct intervention by foreign capital, is often discarded when 
the State has the capacity required to set up public enterprises, with 
the help of suitable external financial and technical assitance. 

(b) Structure and evolution of — ••-!»! •« 111 B • — • i. • • • I I I I. Brtfc •• mmm •!! I ma ••!• •'••> ^ I • mm m 

During the 1960's, both current general government expenditure and 
fixed public investment grew more rapidly than the gross domestic product. 
As seen above, the sum of these two variables in relation to the product 
was around 25 per cent in the period 1969-1970. If the estimated 
operating expenditure of the public enterprises is added to this figure, 
the ratio rises to an average of approximately 33 per cent for the region 
as a whole- These figures give a picture of the volume of goods end 
services mobilized by the public sector. . 

Between 60 and 80 per cent of public spending corresponds to current 
expenditure and the remainder to real investment. These figures do not 
have any relation to the size of the investment coefficient or the scale 
of public spending. Furthermore, some three-quarters cf current spending 
is for consumption, i.e., for purchasing goods and the payment of 
remunerations, while the remaining quarter goes to subsidize services and 
public enterprises, the private sector, payment of interest on the public 
debt» etc. The proportion of consumption expenditure is as low as 
55 par cent in those countries where public activity has expanded most 
and the public enterprises have more weight, especially those which show 
losses and require supplementary financing from the government. 

Between 1960-1961 and 1969-1970, the ratio of current general 
government spending to the gross domestic product rose by 22 per c^nt, while 
the ratio of fixed public investment to the product rase by 30 per' cent, 
except, in a few countries. 

14/ ECLA, "Public enterprises: their present significance and their 
potential in development". Economic Bulletin for Latin America, 
Vol. XVI, N° 1, first half of 1971. /n u. T . . . ' /Public investment 
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Public investment did not grow as steadily as current spending, as 
the latter represents commitments that the State can virtually not avoid 
and that are always on the rise, thus acting as a brake on the steady-
growth of investment. 

(c) The investment effort 

The coefficient of fixed public investment rose from 5.6 to 7.3 per 
cent during the decade. Since the coefficient for total gross fixed 
investment for the region rose from 19 to only 20 per cent over the same 
period, it may be estimated that the contribution of public investment 
to total capital formation rose from 29 to 36 per cent. This would 
indicate that, while there was a rapid increase in public investment, 
private investment ramined stationary or declined in relation to the total 
product. 

The shortage of capital resources in the region is a serious brake 
on the possibilities of mobilizing development potential. During the 
19603s, the coefficient of total fixed investment fell in 5 of the 18 
countries considered, and in 2 countries it increased only slightly. 
The public sector, despite the financial effort.involved, managed to 
raise the rate of growth of public investment above that of private 
investment in ,11 of the countries considered. 

Tables 8 and 9 show how the public investment coefficient moved 
during the 1960*3 in the various countries. A total of eight countries, 
including these with the strongest economies in the region, whose 
coefficient was between 5 and 7 per cent at the beginning of the decade, 
had moved to levels ranging between 6.5 and 9 per cent by 1969-1970, 
Changes were less significant in the remaining countries. These indicators, 
however, do not reflect the sharp fluctuations in public investment from 
year to year owing to lack of financing, or the completion of public works 
or large-scale projects, which have the greatest impact in the countries 
that are relatively smaller in economic scale. 

The effect of the growth of public investment on private investment 
can be seen in table 7 which gives the relative magnitude of each. In 
three countries, public investment accounts for virtually half or more 
of total fixed investment, while in six countries it accounts for more 
than one-third. This can be considered as further proof or the fact that 
the region is moving towards a mixed .public and private economy. 

/Table 25 
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Table 9 

COEFíICIENTS OF FECED PUBLIC INVESTMENT 

I969-I97O I97I 

Chile 
Brazil 

Ecuador 

Mexico 
Bolivia 

Venezuela 

Argentina 

Dominican Republio 

Costa Rica 
Panama 

Paraguay 
C olombia 
Nicaragua 
El Salvador 
H onduras 
Uruguay 
Guatemala 

Peru 

Brazil Chile 

Bolivia 

Argentina 

Hexioo 
Venezuela 
Honduras 

Colombia 
Doiainiocn Há pub lid 

Panama Costa Rica Eousdor 

Nicaragusr 

Paraguay 

Uruguay 
Perni 

El Salvador 
Guatemala 

Bolivia 

Argentina 

Dominican Republic 

Venezuela 

Costa P.ica 

Moxico 

Nicaragua 

Ecuador 
Honduras 

Guatemala 

Souroe: Table 7» 

/The countries 
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The countries in which public investment has reached the highest 
proportions are generally - with some exceptions - those at the highest 
level of economic development or those in which the public sector has 
taken on increased responsibilities as a result of the nationalization 
of basic resources and industries. 

(d) The structure of investment 

As regards improving the use of scarce productive resources, the 
rate of growth of public investment ia a less important factor than the 
way it is allocated to priority areas and how efficient it is, i.e., the 
extent to which it generates increases in production per unit of 
additional capital. 

In view of the nature of the projects normally undertaken by the 
public sector, in particular in the economic and social infrastructure, 
which yield their benefits only over the long term and indirectly, it is 
impossible to reach any clear conclusions as to their economic return. 
It is useful, however, to analyse and compare the structure of public 
investment, in the various sectors, 

/ 

Although the data are not strictly comparable in each case, some 
conclusions can be drawn regarding the use made by the public sector of 
its investment resources. One such conclusion is that countries devote 
between 66 and 86 per cent of their public investment to productive 
activities, and close to IS per cent to the social sector. In Chile and 
Panama, these proportions are 43 and 47 per cent respectively, while the 
contribution of public investment to housing construction in these 
countries is well above the average for the region (see table 10). 

In the Central American countries (excluding El Salvador and Guatemala, 
for which comparable data are not available) and Ecuador, between 63 and 
77 per cent of investment goes to projects for the transport, communications 
and electric power infrastructure, with transport and communications 
receiving the lion's share. These countries do not allocate a great deal 
of resources to other productive activities, except for a small proportion 
which goes to agriculture. This seems to be characteristic of the smaller 
economies, except those which concentrate on a particular productive 
activity. 

/Table 10 



fable 10 

ALLOCATION OP PUBLIC INVESTMENT BY SECTORS 

(Percentages of total publio Investment) 

Sectoru of production Sooial sectors 

Coiaitry Agri-
culture 

Mining Industry 
Petro-
leum 

Energy, 
transport 
and commu-
ni cations 

Total 
Edu-

cation 
Health Housing Total 

Argentina 1969-1970 1.1 3nl „ 71.5 75.7 3.7 5.3 1.4 10,4 
Bolivia I970-I97I 5.9 8.5 5«3 20.6 46.0 86,3 2.7 1.6 - 4.3 
Brazil 1969-1970 1.4 4a 3,.2 9.0 48,7 66,4 4.0 1.5 - 5.5 
Colombia I969-I970 16.5 0.8 3»1 • - 43,4 73.0 8.0 4.0 2.4 19.4 
Costa Rica I970-I97I 1.6 0o3 - ¿9.1 71*0 7.5 10.0 6.5 24.0 
Chile 1969-1970 6.4 8,,7 22.3 b/ 43.0 5.0 3.1 26.2 0/ 34.3 
Ecuador 1969-1970 3.1 - - — 63.0 66.1 d/ 6.0 3.3 8.5 i / 17.8 
Honduras I970-I97I 8,1 - - 76.9 85,0 3.7 2.1 2.3 ' 8.1 
Mescico 1971 14.5 . - 2%k 34*3 76.1 5.4 2.7 o»7 8.8 
Nicaragua 1969-1970 5.8 « - - 65.2 71.0 4.9 5.9 4.8 15.6 
Panama I970-I97I 12,3 - 3.0 - 32.0 47.3 4.8 11.9 32.3 49.0 
Paraguay 
Pera I971 16.2 1.5 2,7 10.8 38.4 ¿9*6 3.0 2.0 8.6. 13.6 

Dominican Republic 1969 13.4 0.3 10,5 £/ - "41.5 65.7 6.3 1.1 7.7 15.1 
Uruguay > 

Venezuela 1970-1971 19.6 -3a 5 - ^5.0 68a 4.8 3.3 18.0 

Source? Same source as for table 7, 

a/ Includes mining and probably the petroleum industry. 
b/ The electrical energy seotor was not inoluded. 
o/ In addition to housing includes urban development and improvement, 
d/ There is a heading "machinery and equijaent" which.accounts for lé per cent and uhioh it las not been possible to allocate to any 

sector* 
e/ Includes -the construction of buildings, 
f / Refers exclusively to the sugar industiy. 
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In the remaining countries with the exception of Argentina - the 
proportion allocated tq transport and energy ranges from 48 per cent in 
Brazil to 22 Rer cent in Chile, with higher proportions going to the 
other productive sectors, notably the petroleum industry in Bolivia, 
Mexico and Peru and the sugar industry in the Dominican Republic. 

The agricultural sector receives between 12 and 20 per cent of public 
investment in Mexico, Panama, Peru, the Dominican Republic and Venezuela. 
These figures are probably influenced by a number of sizable irrigation 
works, The proportion is between 6 8 per cent in Bolivia, Chile, 
Honduras and Nicaragua. 

The proportion of investment assigned to the three principal social 
sectors ranges from slightly over 4 per cent in Bolivia to 18 per cent in 
Venezuela. Chile, Ecuador and Panama have been excluded from the 
comparison under this heading as the construction of public buildings, 
urban development projects and even the improvement of physical facilities, 
aire included under housing. 

Education receives about 5 per cent of total public investment on 
average, ranging from a fairly low level in Bolivia and Peru to 7,5 per 
cent in Costa Rica and 9.9 per cent in Venezuela, 

Investment on health is relatively high in Costa Rica and Panama 
(10 and 12 per cent respectively), but the average for the region is 
around 4,5 per cent. 

The greatest differences between countries are in the housing sector. 
While Argentina devotes only 1.6 per cent of its investment to housing, 
Panama devotes close to one-third. 

As regards investment on social projects and installation?, increased 
allocations show up more clearly in the figures for administrative expenditure 
and purchases of consumer goods, which are generally made by departments 
coming under the relevant ministries. This is why a substantial proportion 
of the total expenditure of the central government appears as having been 
allocated to social activities. 

/Towards the 
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Towards the end of the 1960's, approximately 18 per cent of total 
central government expenditure was allocated to education, the proportion 
being as high as 30 per cent in Costa Rica and 25 per cent in El Salvador 
and Uruguay. The proportion assigned to health was an average of 9 per 
cent. The percentages for total expenditure on housing construction vary 
so radically from country to country that any average would be meaninglesss. 

There is a noticeable increase during the decade in the proportions 
assigned to education and health, which at the beginning of the 196Q*s 
accounted for close to 18 per cent and slightly more than 7 per cent 
respectively of total investment. 

(e) Public saying end investment 

During the 1960*3, tax revenue generally was unable to grow as 
rapidly as current expenditure, and this jeopardized the formation of . 
savings and made it increasingly necessary to tap sources outside the 
public sector in order to finance capital expenditure. 

Although savings trends vary a great deal from country to country 
and also over time, a rough picture does emerge from an examination of, 
the situation at the end of the 1960*s or the beginning of the 1970,s 
(see table 11). 

Savings covered approximately three-quarters of capital expenditure 
in Brazil, Chile, Ecuador and Venezuela, but less than one-third in 
Bolivia, Costa Rica, Guatemala and Honduras, even though in the last 
two countries the data refer only to the financing of investment 
expenditure. The remaining countries of the region fall in an intermediate 
position ranging from 44 to 66 per cent. The same is roughly true for 
the savings investment ratio, although with even more marked differences 
between countries. 

No clear trend emerges, moreover, as regards capital expenditure 
financed by loans. In Argentina, Brazil, Colombia, Chile, Ecuador and 
Venezuela, credit from national financial institutions predominated, 
covering between 10 and 25 per cent of capital expenditure. The differences 
are much more marked in the proportion represented by external loans, 
ranging from 5 per cent of capital expenditure in Chile and Venezuela 
to as much as 50 per cent in other countries, chiefly those with the smallest 
economies. The use made of external credit, as well as depending on the 
formation of domestic savings and the possibilities of increased domestic 
indebtedness, also depends on factors connected with the volume of the 
public debt, principally debt servicing and the external payments capacity. 

/Table 27 
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Table 1 1 

FINANCING OP CAPITAL EXPENDITURE 

(Percentages cf t o t a l ) 

Average 
Current 

Credit Current 
savings 

Country Average 
savings 

External Internal 
Fixed 

public 
investment 

Argentina 1970-1971 56.7 16.0 23a 67.4 

B o l i v i a a / 1970-1971 31.8 4o.7 y 27.6 b/ 31.8 

Brazil 19é9-1970 71.5 12.3 16,3 82.7 

Colombia 1970-1971 50.7 21.0 21.6 104.5 

Costa Rica 1969-1970 30.4 64.1-.- 89.5 

Chile 1969-1970 77.7 3.6 16.8 100.0 

Ecuador 1969-1970 74. 3 10,6 13.7 114.0 

El Salvador 1969-1970 66.1 23.5— 213.7 

Guatemala 19,69-1970 33.5 51.9 8.8 80.6 

Honduras a/ 1970-1971 29.0 46.1 b / 21.3 b/ 29.0 

Mexico 1969-1970 49.8 46.3 b/ 62,7 

Nloaragua 1970-1971 45.6 4l.l 1 . 4 77.3 

Paraguay 1969-4970 46,9 33 »6 12.7 81.0 

Peru a / 1970 95.3 10.9 b/ - 6 B 2 b / 116.8 

Dominican Republic 1970-1971 44.1 24,3 12.4 83.9 

Venezuela 1970-1971 79.4 5.6 10.4 197.5 

Source; Same source as f o r table 7» 

a / In B o l i v i a , Honduras and Pera, t h i s refers to the financing of public investment, 

b / R e f e r s to net loans, excluding the amount of amortization. 

/(f) Public 



Public expenditure 1 

The growing commitment assumed by the public sector in the promotion 
of economic development requires a continuing and increasing flow of 
resources to finance it. The government obtains nearly 90 per cent of 
its current income from tax revenue, the expansion of which is limited 
by the same problems as those affecting development in the Latin American 
countries, such as those related to low levels and unequal distribution 
of income. The expansion of tax revenue depends partly on the financial 
capacity of the broad mass of taxpayers and of potentially taxable groups 
or sectors, and partly on the government's administrative capacity to 
collect those resources. 

Reference has already been made to the increase in current expenditure 
and public investment during the past decade. The expansion of tax revenue 
- including contributions to social security institutions - was also, 
generally speaking, slightly greater than that of current expenditure, 
and certainly considerably less than the growth of public investment, with 
a consequent logical deterioration in regional public saving, in relative 
terms. 

Governments have great difficulty in expanding their tax income at 
the same rate as their spending. This situation is aggravated as the tax 
burden increases or when there arei difficulties in expanding activities 
which are the source of an appreciable proportion of tax income. However, 
Latin America has also devised other means of attenuating the loss of 
elasticity of taxation, such as the creation of financial intermediaries 
for directly tapping surpluses in the private sector and channelling them 
into public investment. 

Another expedient with the same object which is likely to become an 
important source of future financing is that of tapping the operating 
surpluses of public enterprises. ' The possibility of such action proving 
successful depends both on the profitability of the enterprises and on 
the size and composition of the State-controlled area of activity. 

The lack of a well-defined trend in the evolution of public 
expenditure and income makes it difficult to forecast the future behaviour 
of current saving vis-a-vis the dynamic growth of public investment. 
Leaving aside the expansion of other sources of financing, this depends 
to a great extent on tax income, which, as shown by its low elasticity 
in relation to expenditure, could encounter serious obstacles in continuing 
to increase its contribution, at least within the existing tax structures. 

/Between 1960 
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Between 1960 and 1970, tax income rose faster than the gross domestic 
product in all the Latin American countries except El Salvador and Nicaragua. 
This trend, contrary to what might have been expected, bears little relation 
to the absolute or per capita levels of the gross product, owing, among 

* other factors, to the composition of the tax structure; in the case of 
countries of relatively less economic importance, taxes on external 

^ transactions represent a high proportion of the total. 

Although the data on the tax burden shown in table 8 are not strictly 
comparable, some principal situations may be identified. The weighted 
average for the countries under consideration was approximately 17 per 
cent in 1970, compared to 14,4 per cent in I960. Above the average for 
1970 are Brazil and Chile, with over 20 per cent, closely followed by 
Venezuela and Ecuador, At the opposite end of the scale, with around 
10 per cent, are the Central American countries (except Costa Rica with 
14 per cent), Bolivia, Paraguay and, curiously enough, Mexico. 

The tax burden shown in table 8 excludes contributions to social 
security institutions, which in some countries are fairly considerable. 

. The inclusion of these contributions in the case of Uruguay, for example, 
would push up the tax burden from 17 to 27 per cent; in Chile, from 
21,8 to '¿9 per cent; in Costa Rica, from 14 to about 17 per cent; and 

M in Argentina, from 15 to approximately 20 per cent. 

The tax income elasticity in relation to public expenditure in the 
1960*s was slightly below 1 for the region as a whole (sse table 8), 
It might therefore be assumed that the possibilities of tax revenue 
continuing to grow at the same rate as public spending were gruadually 
being exhausted. It is worth noting, however, that in 7 of the 18 countries 
ccnsidered in the region the coefficient was close to or above 1, and that 
in several of these countries (Brazil, Chile, Venezuela and Peru) the 
tax burden is alreedy fairly heavy, 

(s) The tax structure 

The need to accelerate the growth of tax income or the attainment 
of certain economic policy aims connected with income distribution, the 
promotion of specific activities and other objectives has resulted in a 
constant readjustment of tax systems, without reaching the point of a 
substantive reform, so that at the end of 10 years the tax structure had 
undsrgone appreciable changes. 

/Taxes on 
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Taxes an external transactions represented a significant share of 
the tax structure prevailing in 1960 (see table 12). In 9 of the 18-countries 
considered, tax income from foreign trade accounted' for an average of 
62 per cent of the total revenue. Of the rest, 24 per cent was obtained 
from indirect taxes and only 14 per cent from direct taxes (direct taxes 
are not considered to include social security contributions). An 
outstanding factor in this group of countries was the large share of taxes 
on petroleum production in Venezuela. Other members of this group were 
the Central American countries, Ecuador, Bolivia and Paraguay, all with 
similar economic structures where foreign trade plays a significant role 
compared with domestic production. 

In four other countries - Argentina, Colombia, the Dominican Republic 
and IVisxico - tax income was obtained in fairly equal proportions from the 
three broad tax categories. In Chile, Peru and Uruguay, on the other 
hand, indirect taxes predominated in 1960 (45 per cent of the total), 
while external taxes represented 33 per cent, and dirbct taxes 22 per 
cent. 

The tax structure in Brazil and Panama differs from the pattern 
described above. In both countries direct taxes represented one-third 
of total revenue. There were marked disparities, however, in taxes on 
foreign trade (49 per cent in Panama and only 11 per cent in Brazil), 
the proportions logically being reversed in the case of indirect taxes. 

The steady decline in the relative economic importance of the 
external sector, the changes in the composition of imports in favour of 
less taxable essential products, and the loss of significance of foreign 
exchange surcharges which were only of importance in countries where 
there were multiple exchange systems in force were factors which contributed 
to the shift towards greater internal taxation. A similar trend was 
observable in the five Central American countries, where the share of 
external taxes decreased, on an average, from 60 to 33 per cent. In 
addition to the increasing freedom from customs duties for products from 
the area, industrial promotion laws were passed in a number of countries 
permitting the duty-free entry, under certain conditions, of capital goods 
and raw materials for some favoured industries. Thus the ratio of duties 
to imports for Central America as a whole declined from 24 to 12 per cent -
between 1960 and 1970. 

/Table 60 
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Table 12 

CHAJGES IN TAX STRUCTURE, IJôO-ltfO 

(Percentages of t o t a l ) 

Direct External 

Country Year On 
inoome 

On inher-
itance 

Total 
Indireot 

Imports Exports 

Argentina I960 24.4 :: 6.2 30.6 40.5 28,9 

1970 18.7 12.9 31.6 52,1 16.2 

Bolivia i960 14.9 2.5 17.5 32.1 47.3 5.7 
1969 17.6 0.1 17.7 24.9 50.5 6.8 

Brazii i960 32.2 32.2 5 6,7 11.1 - • 

1971 28.5 • • • 28.5 64.8 6.7 

Colombia i960 34.3 • •• 37.3 38O9 23.8 

1970 33«2 • • • 35« 2 . 46,6 18.2 

Costa Rica i960 12.1 5.4 17.5 21.5 56.0 

1970 19.9 3.0 22.9 48,4 27.7 1.0 

Chilo i960 16.9 5.5 22.4 43.3 20.6 13.8 

1970 20.4 3.5 23.9 45.8 11.4 19.0 

m Ecuador I960 9.2 4.6 17.3 36.4 ' 46,3 

1970 14,1 3.5 21,1 29e3 

E1 Salvador i960 8.7 3.8 12,5 25,4 45.1 17.0 

1970 15.1 8.4 23.5 33.6 24.6 18.3 

Guatemala i960 8.0 2.5 10.5 37.6 40,5 11.4 

1970 12.6 4.1 16.7 52.2 25.2 5.9 

Honduras i960 15.5 1,2 16,7 28.2 49.9 5.1 
1970 26.3 1.2 27.5 4l,o 29.9 3.6 

Mexico I960 37.6 _ 37.6 34.5 27.8 

1970 51.1 - 51.1 35.7 11,6 1.6 

Nicaragua i960 10.0 4.1 i4a 23.4 59,5 3,0 

1971 ll.o 11.0 22.0 43.3 33,7 1,0 

Panama i960 25.5 6.4 32.6 18.1 49.3 
1970 42.2 5.3 48.1 22,6 29.2 

Paraguay 1962 11.8 5.4 17.2 17.3 65.5 
1971 U . l 7.9 19.0 36.2 44.8 

Perù 1965 21.1 - 21.4 43.2 32,1 3.3 

1971 23.4 2.0 27.3 42.3 27,8 2.6 

Dominican Republic i960 • • • • • • 34.9 27.1 38.0 

1970 21.4 4.5 30.1 21.9 43.9 4.1 

Uruguay i960 8.1 14.3 22.4 .. 49.0 28.7 
1970 7.9 9.4 17.3 67.9 l4,8 

Venezuela i960 9.7 - 10.0 8.2 11.0 70.8 

1971 13.6 - 14.2 8.2 5.7 71.9 
I I "I I • I • H. I I ' ' ' ' " I I l H| HI ) . j i I . 1 ' " I I ' I ' ! • " I 

Source» Same source as f o r table' 7 * 

/in Paraguay 
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In Paraguay the share of external taxes dropped from 66 to 45 per 
cent, and their ratio to total imports also declined, although for different 
reasons from those mentioned in the case of the Central American countries. 
On the other hand, there was no great change in the tax structure in 
Venezuela, Bolivia and Ecuador during this period. 

To sum up, then, the tax structure in the region was quite different 
in 1970. The number of countries with a higher proportion of foreign 
trade taxes had dropped from 11 to 6, which obtained half their tax income 
from that source. In another 10 countries, indirect taxes accounted for 
an average of 51 per cent of total revenue, external taxes for 24 per cent, 
and direct taxes for 25 per cent. This group includes Brazil, with 
indirect taxes amounting to 65 per cent, and Argentina, which raised its 
indirect tax income to 52 per cent, at the expense of taxes on imports. 
Mexico, like Panama, increased the proportion of direct taxation to about 
50 per cent, also at the expense of taxes on external transactions, 
whose share dropped by half (13 per cent) in Mexico. 

It is not possible to describe in detail the reasons for the changes 
in tax structure in every case. However, it is interesting to note the 
greater relative importance of internal sources, which, at least in 
principle makes public income policy more independent, even though it 
requires more complex machinery for its implementation and control. 


