
UNITED NA 

ECONOMIC 

ECÜNOi-ilC COMMISSION FOR LATIN ,i4ERICA 

Fourth Session 
Mexico City 
28 May 1951 

.WtMfy 

E/'CWo 12/217/¿ddo 13 
15 April 1951 

ORIGINAL: ENGLISH 

PUBLIC FINANCE DEVELOPMENTS IN LATIN AiHttCA 

T/.ELE OF CONTENTS Page 

INTRODUCTION 

CHAPTER I GOVERNliENT EXPENDITURE 

The Level of Government Expenditure 

Changes in the Composition of Expenditure 

CHAFTER II GOVERNMENT REVENUES 

Developments in Total Government Revenue 

Changes in the Tax Structure 

Principal Elements of the Tax System 

(i) .Taxes on Wealth and Income 

(ii) Taxation of Foreign Business Enterprises 

(iii) Taxes on Commodities and Services 

CHAPTER III SOCIAL SECURITY TR.iJSACTIONS 

Magnitude of Receipts and Payments 

Contributions 

Investment Policy 

CHAPTER IV CENTRAL GOVEaNMENT DEBT 

General Trends 

Foreign Debt 

Changes in the Real Volume of National Debt 

3 

6 . 

6 

12 

23 

23 

33 

35 

35 

38 

L2 

kl 

48 

50 

51 

53 

53 

63 

66 

/Absorption of 



. É/CN
0
12/217/Add» 13 

Page -2 ^ ; ; . V-

CHAPTER IV (continued) . Page 

Absorption of Internal Debt • ' /
 v

 <:
.<; f 68 

Export-Import Bank and International Bank Loans 72 

i i i 

/INTRODUCTION 



E/CNO12/217/Addo13 . 
Page 3 ' 

PUBLIC FINANCE DEVELOPMENTS 

ivtrcducticv: 

Due to paucity of economically meaningful information this chapter 

had to be restricted "rimarily in acope.. The difficulties encountered 

in obtaining 1. clear picture point out once r-.ore that without accurrte 

data on the fiscal activities of the countries of the region an onesment 

of the effect of those activities on the economies of tho countries is 

impossible» 

In analysing; the over-all effects of the fin-uncial transactions of 

the central goveranents on the economy, one of the first requirements 

would be the ascertaining of the over-all deficits or surplus,os which 

not only would reflect the trans ret ions of the governmental sector in a 

narrower nenso, but the.net results of public undertahings and funds as 

well, blith the multiplicity of autonomous or seri-autonomous . 

institutions generally having their own sepárete budgets and ver^ often C. J C_ t K 

their own independent sources of revenue, the consolidation of the 

financial results of all these varied activities has•become an 

indispensable pro-requisite for a ^roper appraisal of their economic 

significance. In many countries it is almost impossible to arrive at 

such a consolidation due to tho absence of data concerning the activities 

of sone agencies or their inadequacy for pur^o^es .of eliminating intra-

gov.ernnient al transactions. Thus, the existing data do not per::it an 

adecúate assesment in cuantitativo terns of the cv_.r-a.ll deficits and 

surpluses» IJor do they porait the drairing of definite conclusions T-dth 

respect to the changes in the sources of revenues, destination of 

expenditures and the size and composition of the public debt. This 

/should be 
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should be borne in mind when reading the following paragraphs. 

It seems that on the vjhole deficits during 1950, although smaller 

than in previous years, wore still prevailing in most of the countries 

under consideration» There are, however, some notable exceptions, such 

as Mexico and Peru, where for the' first tine in many years, surpluses 

anneared in central governmental accounts. Taking these accounts alone, 

expenditures seem to be in Argentina and Brasil at a level about 10 to 

15 per cent above the level of revenue other than borrowing» In Bolivia • 

and some of the other Latin American countries, the relative magnitude 

of the deficits appear t© be some
:

what larger
0 

T

Jhen considering the deficits shown by central government accounts 

it has to be borne in mind that their inflationary effect has been 

somewhat mitigated by the accumulation of substantial surpluses notably 

of social security institutions especially in Argentina, Brazil and 
t 

Chile, which i n m o s t instances have received contributions, mainly in 

the nature of employment taxes, which were substantially higher than 

their current outlays for benefits and other services. On the other 

hand, if increased expenditures, ¡ even though financed by taxation, are 

accompanied by a liberal credit policy, it is likely that t h d r effects 

will be inflationary. 

The major factor in the increase of central government expenditures 

has been the rise in prices. The expansion of the government activities 

was a factor of var3
r

ing influence, The direction of those expenditures 

has changed in favor of public works and economic development and 

against national defense; the share of social services had experienced 

no variations in the majority ofi the countries.. 

There has been a continued increase in government receipts in most 

countries of Latin América. In their search for increased revenues most 

governments have relied principally on such measures as increases in the 

rates of existing taxes both direct and indirect, introduction of new 

taxes and imnrovum^nt in tax machinery. In 1950 the bulk of these 1 

changes have been effected in the field, of indirect taxes through 

increased and new import and export duties, higher sales or turnover 

taxes and excises on specific com:-oditios• These developments are 

/reversing already 
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reversing olready to some extent the trend of the rising importance 

of direct taxes as sources of revenue. In uoeuj countries, notably-

Bold.via and Peru, supplementary levies such as ox;-»ort taxes have had to 

be introduced for the more effective taxation of foreign enterprises 

which ^re one of the most import:nt sources of tax rev;nue. There has 

been, at the same time a growing tondoncj' in many countries to increar;
1

:. 

tax incentives as a means of stimulating investment
0
 However, tox 

revenues to central government accounts did not-keep pace with the. rise i 

expenditures mainly because of th,.. low taxable capacity of th., economics3 

the inflexibility of the tax base: the growing complexity of government 

operations which has impeded coordination of expenditures and receipts 

policies, rncl lack of effective tax adminis t r ati on * 

As a consequence of increasing expenditures and Jagging current 

receipts, domestic government debt has risen considerably in most Latin 

American countries, however, in some c-.s -s the increase of the internal 

debt has been due te repatriation of the foreign debt ^
J

ni ch has shown 

a substancial decline . The ratio of the- public debt to th. net national 

income appears to be. lover in Latin America than in more develop. 0. • 

countries, 



E/CNO12/217/Addo13 . 
Page 6 ' 

C:
t

A~TICK I GOV nxî iVDZ'iijiiE 

i 

The_ level of_Government ^nenditurje 

The continued rise in nrice ¡levels in recent years was the major 

contributory factor to the increased central government expenditure 

shown in Table 1 below. Expansion of government activities was another 

factor of varying importance which led to higher levels of government 

outlay. This was largely an outgrowth of more vigorous pursuance by 
1 

government of policies aimed at the acceleration of economic development 

and at the extension of so c i d services. 
I 

A by-product of the a ssurr.pt i on of these now responsibilities by 

governments has been the growth and expansion of autonomous public 

agencies whose operations, howevbr, are not recorded in the central 

government budget. In most countries capital contributions end 

transfers of a mart of earmarked! tax receipts to those agencies arc the 

only items appearing in the budget. At the seme time payments of those 

agencies to the public usually exceed the receipts transferred to them 

through tho central government budget. This excess of expenditure is 

usually financed by other revenues not recorded in tho budget such as 

earmarked tax receipts collected directly by the agencies. As a consequence, 

the d ata shown in Table 1 which .consist largelv of budget figures
?
 tend 

l/
 1 

to understate^ to soim,- degree, varying from country to country, both 

the volume and year-to-year change in government expenditure. This is 

particularly true in Argentina,
 !

 Brazil, Chile and box ico whor-:; the 

operations of autonomous agencies arc important relativo to total 

government expenditure. In .Argentina, as indicated below, budget 

expenditure for 1949 and 1950 including the Fivo-Year Plan amounted to 

approximately only 60 per cent of total government expenditure. The 

transactions of the autonomous agencies accounted for tho remaining 40 

per cent. 1 

1_/ There is additional downward bias in the 1950 figures ovdng to the 
use of estimates which are genoralljr lower than the actual figures. 

1

 / Table; 1, 



E/CíJ*12/217/Add.» 13 
Page 7 

Tabla 1. Central Government ."'^ooridltur e,_ 

(In iaillions of. nc-tionrl curronpios) 

Countries. 1930 cr 1944 or 1947 or 1948 or 1949 or 1950 or 
__ ' 1944/45 1947/40. '1948/49 , 1949/50->. 1950/51 - • 

Argentina 1,27S.fi 2,490.0 4,220.3 7,076.3 6,464.23 7,504.2E 
Solivio. 391.0 1,190.0

cV

 1,310.0 1,905.0 2,125.03 3,044.03 
Brazil, 4,735.4 / 10,390.0 13,393.2 15,695.6 20,727.0 22,290.42 
Chile*/ 1,545.3 / 4,533.5,/lC, 112.1 13,406,8 15,755.'6 15,649.-63 
Colombia 03.9

a

' 199,2
d /

 - 363.9 412.1 -411.6 422.43 
Coste- Rica 35.9 -60.1 . 96.7 114.9 125.4 100,23 
Dominican 
Republic 12.1 26.4 '.73*2 90.7 79.6 

Ecuador 142.9 303-1 659.4 . .652,0 712.2 
31 3c.lvc.dor 22.3 25.2 51.0 56.0' 77-03 110.03 
Gueterla ' 11.1 18.3 / 32.3 45-9 47.03 41.53 
Haiti 28*6 32 r. 2 / 75.6' 93.3 106.9 • 1 0 % 73 
Honduras 10.9 11.1

o

' • 26.5 20.23 
Hexico 537.0 1,463.0 ,1,667.0 2,302.6 2,551.33 2,746.03 
Nicaragua . 69.4

d / ;

 07.0 75.0 .69.6 60.03 • 
P a n m a 10.0 . 24.7 36.3 33.0 31.6 32.2 
Paraguay 1 2 . 2 6 . 8 , 51.4 79.0 70.03 113.03 
Peru 265.4 665.6

d /

 1,075.7 1,065.6 i;391.4 1,644.53 
Uruguay 91.5 / 122.4 190.1 231.5 ' 256.9 294.03 
Venezuela 283.3

c /

. 407.7 1,4-'.9 1,946.0 1,060.7 1,631.83 

a/ Data to 1940 and after aro not ccuprr--.blu to those.of previous yaars 

bccauso 01 changes in the budgeting system. 

b/ 1937. 

c/ 1936/37 

d/ 1945 

e/ 1943/44 

e/ Estimated. or nrovird.cr.r.1 figures» 

Hoto; Central gov¡..rmr;:it expenditure induces gross expenditure of 
public unfiortci;i::.f:s and of ~ov .•rru.v.sr-.t iaor.opoll.es and debt, 
redenption, but-- exclude expenditure of rutonoxous agencies. 

Sources
 v

 . . 

Argentina: i^eincTia dpi i.inisterio do Hacionda, 1930, 1944, .1947 csid 
' ' " ~~ " 
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ríemeria dp la Contaduría Goimral de la Nación, 193S, 1944, 
1947~ond 1 9 4 3 . " 

Presuraysto General do_ la Ifecion, 1949, 1950. 

iionsaje del Poder Ejecutivo e Informo del minister lo
 i
 de_ 

lifílbSiáS: d£ la LVclon lie ferrates o_ la C^i£nta do Inversion 
del^.iórciciodri-94?" de 194GT~ Buenos' Air o s7"1949"." 

Public Finance Data, Argentine,
 D

oc. B/CN.8/3l/Annex 9. 

Bolivia: Finanzas y Estadística Fincnclcra, dirección Goneral cle 
Estadística , ministerio de Hacienda.. 

Information furnished by the Bolivian Government to Fiscal 
Division - United Nations - compiled by Dirección General de 
Presupuesto y Crédito Publico. 

Reply to joint United Nations - International monetary Fund 
Public Finance Questionnaire of 20 June 1949. 

Foreign Commerce I'teolcl̂ , United States Department of 
Commerce, 'if Jul/'195 o7 

Brazil: Balar.cps y Gent as Go r ais de Uniao, Contado ric. Geral da 

RepublicaT" 193^. 1944 :-rXl94Y7"~' 

Annuarip ^tatistico do Brasil, Instituto Brasileiro de 
Ge o gr.? fia o Est at is tic a, 1949. 

Org a a Recolta e_ fjjca a Disloca da Unirp para p Exorcicio 
dp 195 c T At os do P o d o r ^ l ^ 9 6 l 7 6 Docanbro~1949. 

Diario Ctficial, 12 December 1949. 

Sist^Lia Tribut -rip Brasileiro, Da Silva, Gerson Augusto, 
Brazil 1940~ 

Bpletim bstatistlco, Institute Brasileiro de Geografía e 
Estatistica, Tssuos of 1949 and 1950. 

Rolatcrlc de 19,49, Bcnco do Brasil, Rio do Janeiro, 1950. 

Chile: ^a-ioria do Ig j^ntrecría Gonc.ral v Balance General do la 
Haci ii c r " 19^7 71944, 1947, 194^719497 

Ley de Presupuesto de Entrad/.s y Gastos, 1950. 

•
(:

ibc-ooslclcn sobro el ta dp ce Ig Hr.cDmnda Public a,, Oficina 
del*" Presupueste"y Finenz7s/'Í94í>, 19497 1 9 5 0 7 ~ 

Cálculo ele Entradas Crramail^.s cor res nondi ent o al año 194&_, 

Oficina del Irosunuusto Finanzas. Also issues of 1937, 
1944 and 1947. 

Colombia: Public Finance Information Paper, Colombia; Fiscal Division, 
United" T: at ions, 1949 r ^ ^ c V s ^ d . s J Y . ' 

Informe Financiero 1949 . Departamento do Contraloria, 
Bogota* 

/The Basis of 
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Dominican 
Republic: 

Ecuador: 

El Salvador 

Guatemala: 

The Basis of_ a poTCloj^xiTt ¿rc/jrc;*! for Colffifoir., Revert of 
a mission headed by Lauchlin Curric and sponsored by tho 
International Bank of Reconstruction mid Development in 
collaboration vrith the'government of Colombiao The 
Comprehensive Report, 1950o 

Costa Rica: Reply to the joint United Nations-Internaticnal Monetary 
Fund questionnaire. 

Public Finance Data, Costa Riga, Doc. e/cWcC/31-/Annex 23®' 

Reply to the joint United Nations-International Monetary 
Fund questionnaire

0 

Boletín dp Ilacionda,' Secretaría de Estado del Tesoro y 
Crédito Público, t July-Dooembcr 1949, number 2

Q 

Boletín, Banco Central del Ecuador, issues of 1950*-
1

 Proyecciones ^ccnp£ilcas_ do las Firap.nzv-.s Públicas, Un 
estudio experimental en El Salvador, by Henry C. b

T

allich 
and others, Fondo de Cultura Ec'onorrdca, mexico, 1949o 

Boletín dpi Banco do Reserva del Balvajicr, January, 1951a 

Reply to the joint United Naticns-International hi notary 
Fund qu e s t ionnai r e. 

Public finance data furnished to'Fiscal Division, United 
Nations, by the government of Guatemala^ 
Public = Finance Date., Guatemala, joc; E/CIL6/31/Annex 22* 

Lissicn to Haiti, United Nations, 1949. 

Information furnished to Fiscal, Division., United Mat ions, 
by Fiscal Daneo^tment cf the Bancue Nati o n d e de la 
Republicue d'

T

;Iaiti in 1950
o
 • 

Foreign Come:reo Weekly, United Status Department of 
Conimorco, 6 November 1.950. 

Informe de hacienda, Crédito Publicp y pcmorcio, presentado 
al Soberano Congrosc Nacional por el P-inistrc Dr. Batres, 
194o a 1949. 

Presume ste Gen oral de Ingreses £ Ej^rpsos, 1949-19J>0<» 
Tegucigalpa71950 • ~ \ ~ % " * ' ™ 

Information furnished by the Honour an government to the 
International Bank for Rocorstructicn and Development

v
 13 

September 194&» 

Cuenta Publica, 193o-194§> Secretaría de Hacienda y Crédito 
Público^ 

Data furnished to tho Fiscal Divisi0:1, United Nations, by 
the Mexican Government for the years 1947, 194B and 1949. 

Annual Report 1949, Banco de moxico, S.A, 1950* 

Public. Fina rye pata., Mexico, Doc 0 E/ciLü/31/Anr .ex 17* 

/Nicaragua: 

Haiti: 

Honduras: 

hemic o: 
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Nicaragua: Reply to the joint United Nations-Interr.rtional Monetary 
Fund questionnaire a 

Parmnia: 

Paraguay:' 

Peru: 

Komoria del Goncrrl de Aóxlciic.s, 1949» 

Estadística ¿ M o ñ a ; Dirección do Estadística 3" Censo, 
Volume 9 number 1, 

Reply to the joint United Nations-International Monetary 
Fund questionnaire*. 

A Report on' the' Revenue ¿¿fsteu cf^ Panana, Lei and, Simeon E®, 
June 1946 9 

Foreign Cornmerce Meekly, United States Department of 
Commerce, 1 i icy 1950« 

Reply to the joint United Natic>ns-International Monetary 
Fund questionnaire,, 

Information furnished to the Fiscal Division, United Nations, 
by the Division de Investigaciones 'Economica, Banco del 
Paraguay

 0 

Boletín Estadístico, Banco del Paraguay, 194&• 

Memoria dpi Ministerio de Hacienda, 1933, 1945, 1947, 1942, 
Balaiagg £ Cuenta Cenei;al de la República, 1938,1945,1947 y 19¿& 
Presupuesto General para los anos 1942. X. ^95,0» 

Public Finance Information Paper, Peru, Fiscal Divisio'ñ, 

Venezuela: Cuenta de Hacienda, Ministerio de Hacienda, Caracas, 

1936/37, 1943744ri946/47o ' 

Revista de Hacienda, Ministerio de Hacienda, Caracas, issues 
of 1949* • 

Boletín Inferna ti vo del fiinist^rio de Ha^cienda, June-July 
194G and July 1949." 

Presupueste de 1949-50» Gaceta Oficial, Extraordinary copy, 
number 236» 

Boletín de Estadística, iseues cf 1950. 

Public Finenco Survey, Venezuela, United Nations 1951® 

/Expenditures 
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Expenditure 

(In millions of -pesos) 

1949 1950 

Estimates 

:irgentiria 

C entral gov erome nt¿^ 

Five-Year F l m 

Autonomous Agencies 

Total 

Central Govornment Expenditure 
as percentage of total expendi-
tures 

4,319*6 

1,672.0 

4,094.1 

10,005^7 

60 

5,536d 

l,257o9 

4,661o9 

11,465.9 

59 

Siinilarly, in Chile as indicated bolovr expenditures as shc/wn in the 

budget until 1946 was approximately 60 per cent cf total government 

expenditure. In recent years, howev:;r, the • government has endeavoured 

to incorporate certain transactions within the budget which were 

previously not included. Among them are transfers of e a m a r k o d receipts 

to autonomous agencies. This accounts larg j]y for the increrse in 

budget expenditure in 1948 relative to totnl government expenditure.-, 

."fenojditu^ 

(In millions of pesos) 

.1940 1944 1946 1948 
Chile 

Central Government reported 
expenditure 

V C ons oli dat e d exn ei ¡ditur e-" 

C l o s e d A c c o u n t s 

2,281,6 4,533,5 7,264,7 13,486*8 

3,700o2 7,798.7 12,165uQ .18,345.0 

Central Government Expenditure 
as percentage of total 
oxn endi tur es 62 58 60 73 

l/ Central Government expenditure shows net after deductions of 
transfers to autonomous agencies amounting to 472*6 and 700..2 

million pesos in 1949 and 1950 respectively. 

2/ Includes only administrative expenditure of the Institute for Trade 
Promotion (lAPl) theroby greatly understating total expenditure of 

this agency which makes sizeable outlays for food subsidies and other 
purposes. 

3/ Based on unpublished data furnished by the competent authorities 
in Chile* 

/ in order to 
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In order to ascertain the real growth in government services, the 

rise in prices has to be taken into account» The lack of relevant 

indicators of the changes in tho prices of foods and services purchased 

by the government permits only a rough approximation^ on the basis of 

which it appears that government activities have expanded after 193& 

in most of tho Latin American countries, but, as it should bo expected, 

at quite different rates in every instance» 

Cherm;ps_ in the
i
 Composition of Sxpenditure 

The composition of government expenditure for nine Latin American 

countries in recent j~ears is shown in Tables 2 and 3.«
 T

'Ihorovor posible, 

data, are also shown for a pro-war year in order to determine whether; 

any significant changes have taken place over tho decade of tho forties
v 

Tho date in Tables 2 and 3 refer only to central budgetary expenditure 

and do not include the activities of autonomous institutions c-thor than 

those financed through contributions from, the general budget» 

/Table 2» 
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TaJole 2. Conp. :siti'.'n c
f é v ]ndituro_ in La .tin A..cri< 

Solected countri; es and 3'ears 

(in rllli':r.~ of >vti :.nrl currencie s) 

: . National Social Expend- Public Other Invast" .Total 
. Dofonco iture debt current r;.onts 

Public service expenditure 
Bduca- Health 
tion Social 

Welfare • 

Argentina 

193S 252,8" 206,4 " 133-0 170.8 275,2 238,6-• 1,276,8 

1944 <"857.6 256o4 I23.5 313.3 597 «5 342.4 2,490.11 

1947 : 1,255,2 429.7 45®. 2 369,4 979.0 728,8 4,220.3 
1948 % 115*4 609.7 516.7 390*6 1,523.6 1,920.3 7,076,3 
1949S 1,341.0 577.6 421,8 1,258,3 2,154.0 6,464.2 
1950E 1,663.2 347.8 1 ,244ol 517=7 1-309,1 1,922,3 7,504.2 

Brazil 

193& 1,441.8 265 .5 996.3 7u 7 c O' 1,244.0 4,735.4 
1944 4,39S.9 608 .3 1 ,515,8 1,92706 1,947"4 10,398 iO 

1947 4,646.8 1,078 .8 . •5, 479.1 2,188 n5 13 j 393 
194C 4,77208 1,493 «6 . . 6, 371,2 ..3. .058.0 15,695.6 
1949E 5,739.7 2,178 .6 . 6, 831,4 4,619 .-1 19,368

(1
8J 

1950S 6,318.0 2,447 .6 l,155o6 6 ¡ Zoj JJ 6,103.5 22,290.4 

Chile 

1937 468.1 258.3 
1 1 0 h,. .'4 6.0 507.9 220.6 1,545.3 

1944 1,30805 759.9 339*2 9.3 1,685,1 431.5 4,533.5 
1947 2,200.3 3,415.1 575.6 48

 n
0 4,445.0 19 42<->* j 1 10 ,.112 a 

1948 .2,220.8 3,748»2 926.9 IPO6.3 5,095,3 2,489,3 13,486,8 

1949 2,831,3 2320.7 1,040.5 1,044.7 5,622,7 .2,895.7 15,755/6 
1950S 2,855.2 3351.6 1,132.9 866.1 5,460,1 2,983,7 15,649.6 

Colombia 

1937 12.8 6.2 5.0 12 c 6 25.2 22 oi 83.9 
1945 26,0 12.1 1106 33.3 eo-6 55o6 199*2 
1947 48«O 19 oS 18.9 39 06 99=8 137 08 363.9 
1948 57^4 20,8 19.6 51-3 123.5 139.5 412,1 
1949 71.2 23 «8 20,. 6 74*0 149-7 72.3 41 lo 6 
1950S 69.9 36.1 23.9 61.8 • 422.4 

Haiti 

1937/38 7.5 2„3 2.6 • •i 4o0 28 36 
1943/44 7.7 2.7 2.8 3,5 11.9 3<6 32.2 
1946/47 11.5 5.4 4.3 2,1 18,9 7»2 49.4 
1947/48 13.7 8.1 5.3 10.7 23 «2 14.6 75.6 
1948/49 15.1 9.9 7.7 10 o3 4.O.6 9c7 93,3 
1949/50 17o2 11.0 9.2 10«4 51.7 7.4 106 0 9 

(continues) 
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Table 2» (continued) 

National Social Expenditure Public Other Invest- Total 
Defence Educa- Public debt cmrrent ments 

tion Health service expend-
'velf are iture • 

Honduras 

1936/37 2.1 0.4 0,3 0 « 10.9 

1943/44 2.3 0»9 0.4 0 0 11 el 
194fí/49 6,3 1.9 1.3 O08 13 <>3 2c 9 26.5 
1949/50E 3.3 2,2 1.5 1.1 10«7 1.4 20.2 

Panama 

1938 • • 0 • 0 2.3 10.0 

1944 9 3.9 3.4 0,7 9.6 7.1 24.7 
1947 • 6.9 5o6 2,3 11.0 10.5 36.3 
1946 ft 7.4 5*5 2.1 11.0 7*0 33 «O 

1949 ñ 6,0 5.6 2.9 9.2 5.9 31o6 

Peru 

193S 49.7 17.7 5.3 36,2 87.0 69.5 265.4 
1945 176.6 57.9 44.2 48.9 249 .1 88.9 665.6 

1947 214.7 140 «6 71.8 74.0 455*2 119 c 4 1,075*7 
194S 212 «3 138.3 79.5 68 e 4 439.8 127.3 1,065.6 

1949 319*1 179
 0
 6 90.0 72.8 520.5 209.4 1,391.4 

1950S 351.2 227.9 113.5 115.4 581.2 255.3 1,644.5 

Venezuela 

1936/37 35.8 17.3 14*4 • 151.9 65.9 285.3 
1947/48PR 109.2 89.7 83.7 . 9.4 512.1 622.8 1,426.9 
1948/49PR 128.5 123.9 94*8 1,2 738.8 856,8 1,946.0 
1949/50PR 18-7.2 125.5 123.9 1.1 771.1 651.9 1,860,7 
1950/51E 172 oO 122

 8
 2 122 „ 6 0.8 673.1 541.1 1,631.8 

Sources: Same as Table I* 

a/ . Estimates used as no breakdown available of actual results. 

E/ Estimates 

PR/ Provisional Results. 

/Notes: 
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Notes: (Table 2») Composition of Government Expenditure -
Selected^ Countries and_ Years, ' • 

National Defence covers current and capital expenditure of the armed 
forces including for Brazil in 1944 outlay of the 

special war budget® 

Public Health
i
 and Social. JJelfare also covers central government 

contributions to social _ security 
funds

 0 

Public., Debt, per vice includes debt redemption® Chile: up to 1947 
includes redemption of floating debt only.,) 

Beginning in 1948 includes also contributions to Autonomous Amortization 
Fund» 

Investments Unless otherwise indicated capital outlays of 
autonomous agencies excluded» 

Argentina' Capital outlay under iíinistry of Public Works, special 
accounts, Five-Year PI.an (1947-1951) and those financed 

vrith proceeds of loans« 

Brazil Expenditure of the 1 mnistr3
r

 of Public
 T

"orks, of the Valley 
of San Francisco Committee, of tho Consclho Nacional de 

- Petrolco, of the Special Plan for Public Works and Equipment (1944) and 
of the SALTE Plan which is included in expenditure of the Presidency in 
the central government budget« Excludes capital outlays of other 
I Inistri es • 

Chile Capital outlays under budget, special authorisations and 
special laws* in 1950 capital outlays under budget only* 

The budget and special authorizations include public works and outlays 
under: Special Ptoad Fund, Extraordinary Flan for Public Works and also 
government contributions to the following: Mousing Fund, Instituto for 
Industrial and 1 lining Development, Development Corporation Autonomous 
Amortization Fund, School Building Construction Corporation, mining 
Credit Board and Agrarian Credit Board* Special lavs cover outlays under 
Road Plan, Public Works Plan, Agricultural Plan, Potable "later Works; 
also includes expenditure for construction of hospitals and hotels¿ 
government contributions to Mining Credit Board and other miscellaneous 
outlays« 

Colombo,a covers beth real and financial investments¿ Real 
investments consisting of public works under the Ministry 

of Public /Jerks and under other ministries and transfers to Autonomous 
Institutions (Council of National Railroads, National. Railroad Fund, 
Municipal Development Fund, Industrial Development Institute and ethers)« 
Financial investments consist of capital contributions to Industrial 
Development Institute, Agricultural Incus trial and 'mining Credit Bank, 
National Institute for Water Utilisation and Electrical Equipment and 
other agencieSo 

' Haiti Expenditure cf Ministry of Public Works and for 3?-oar 
1937/38 expenditure under Public Works Contract of 1938• 

/ 

/ Honduras 
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Honduras: all ascertainable capital expenditure under different 
Ministries• 

Frngaa: expenditure cf 'Ministry of Public •.•forks * 

Peru: Public ^ r k s under all ministries, including property repairs, 
purchase and installation of equipment plus capital 

contributions to government corporations and credit banks. 

Veneguela: all investments in transportation, agriculture end 
industry plus outlays for aqueducts

s
 sanitary works> 

buildings, equipment
3
 etc*, made by the central government; outlays 

by provinces out of funds allocated by the central government also 
includedo 

/Table 
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Table 3 , Distribution of Gcvornn^nt ndl^^ 

Percentages 

National 
Defence 

Social expenditure Public 

Educ ation Publi c
 D c b t 

Health .Service 
Social 

Welfare' 

Other 
Current * 
expenditure 

(in percentage cf total) 

Argentina \ 

193S, 19.8 ' 16.2 10 «4 13.4 21,5 

1944 34.4 • 10,3 5,0 12 «6 24,0 

1947 29.7 ' 10.2 10.9 8,7 23,2 

1948 29.9 8,6 7,3 5,5 21,5 

1949E 20,7 11.0 8 „ 9 6,5 19 c 5 
1950S 22.2 11*3 16 (,6 6,9 17.4 

Brazil 

1938 30.4 ' 5o6 21
 o
0 16*6 

1944 42,3 5.9 14,6 18 c 5 

1947 34.7 • • 80I 40.9 
1948 30.4 9,5 40,6 
1949S 29.6 11» 2 35.3 
1950S 28.3 11.0 5,2 28 „1 

invest-
ments 

18,7 
13,7 
17 o3 
27*1 
33.3 
25.6 

26,3 
k j n J..O'< 

16 .,3 
19.5 
23 «S 
27 ok 

Chile 

1937 30.3 16,5 5,5 0o4 32.9 ' 14.3 

1944 28.8 1S..8 7,5 0,2 37-2 9-5 

1947 21.8 14.0 5,7 0*5 44*0 14.1 
1948 16.5 13.0 6,9 7,3 37.8 18,5 

1949 18.0 14=7 606 6
0
6 35o7 18,4 

1950S 18.2 15.0 7.2 5o5 • 34o9 19.1 

Colombia 

1937 15.2 ' 7*4 6 o0 15,0 30.0 26 o3 
1945 13.1 • 6.1 5»8 16,7 30 „4 27.9 
1947 13.2 •5«4 5.2. 10,9 27o4 37.8 

1948 13.9 5.0 4c8 : e 4 30,0 33,9 
1949 17.3 5.8 5.0 ' 13 o0 36,4 17.6 
1950S 16.5 8.5 5o7 lA 0 6 • 

Haiti 

1937/38 26.2 ' o\,C 9.1 0 0 14.0 

1943/44 23.9 8.4 8.7 10.9 37*0 11.2 

1946/47 23.3 10.9 8.7 4 «3 38 o3 14<6 
1947/48 18.1 10.7 7.0 14*2 30 c 7 19 c 3 
1948/49 16.2 10.6 £> .3 11 o0 43» 5 10 o 4 
1949/50 16.1 10.3 8.6 9-7 48» 4 6

0
9 

(continues) 
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Table 3• (continued) 

National Social Expenditure Public Other Invest 

Dofonce Education Public Debt Current me lit s Education 
Health Service Expenditure 

Soc.Welf. 

(In percentage 
» i 

^ of total; 

Honduras 

1936/37 19.3 3.7 2*8 • 0 

1943/44 20.7 8.1 3.6 0 • 0 

1947/48 0 0 r • 0 

1948/49 23.8 7o2 4.9 3.0 50.2 10.9 
1949/50E 16.3 10.9 7»4 5.5 52.9 . 6.9 

Panama 

1938 • 0 A • 23 oO 

1941 20.0 15 »7 18.6 23 06 22.1 

1944 15 08 13 0 7 2.8 38.9 28„7 

1947 19o0 15»4 6.3 30.3 28.9 
1948 22.4 16,7 6o4 33.3 21.2 

1949 25.3 17.7 9o2 29.1 ' 18.7 

Peru 

1938 18.7 6.7 2.0 13.6 32.8 26.1 

1945 26.5 8.7 6»6 7.3 37-4 13.4 
1947' 20.0 13.1 6.7 6.9 42.3 11.1 
1948 19.9 13 *o 7.5 6.4 41 c3 11.9 
1949 22.9 12.9 6.5 5.2 37*4 15 oO 
1950E 21

c
4 13.9 6.9 7.0 35.3 15.5 

Venezuela 

1936/37 12,6 6.1 5.0 ft 53.3 23.1 
1944/45 9.5 6.9 5.8 • 0 <1 
1947/48PR 7.7 6.3 5.9 0.1 36.1 43.9 
1948/49PR 6.6 6.4 4.9 Ool 38,0 44.1 
1949/50PR10.1 6.7 6.7 0.1 41.4 35«0 
1950/51E 10.5 7.5 7.5 0,1 41.2 33.2 

Sources: Samo as Table 1 

/in general, 
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In general, sccial insurance -maymonts are effected by autonomous 

bodies in nearly all countries under review» In certain countn.es 

(c«g. Chile, end, to a lesser extent, Argentina* Brazil and Venezuela)
y 

a substantial amount of investment or development expenditure is also 

effected by autonomous institutions * Consumer prices subsidies and 

production subsidies are a third type cf g. vornment expenditure which 

is not. reflected or only partly reflected by'the central budget figures o 

In Argentina, for examnle, consumar price subsidies have been financed 

in part, in recent years, out of the profits of IAPI, an autonomous 

government trading corporationo Pre duetien subsidies in many countries 

are effected indirectly by granting favoured exchange ratos to importers 

of raw materials and capital equipments . A second typo cf production 

subsidy, also widely used in Latin imorica, is the favoured expert rate 

designed to encourage marginal exports that we.uld net othervri.se be 

produced and. sold* In Léxico production subsidies have generally taken 

tho form of oartial or full tax exemptions on the part of certain 

miterprises > 

For those reasons the data in Tables 3 aid k must be interpreted 

with caution® >Jhilo in general they may serve ta. indicate the direction 

of changes-in the structure of government expenditure for the nine 

countries shown, they de rot reflect with sufficient accuracy the 

magnitude of these changes. Additional difficulties in this respect 

arise from the f act thai, tho • classification cf expenditure she wn in 

the official accounts is intended primarily to serve administrative 

purposes and does not lord itself to analysis in terms cf economically 

significant categories., Thus, it has net boon passible, on tho basis 

of the available data, to separate government expenditure cn goods and 

services frem transfer payments, such as interest cn the public debt
9 

contributions to the autonomous social socvidty fund;s, pais ions., etcetera. 

In those circumstances, it is impossible to assess with any degree 

of accuracy tho role played by Latin American governments in tho . 

redistribution of income by way of direct trancf .-r patients« Broadly 

speaking, it may bo said that n
r

 significant clr.os have talcen place 

/in this directj.cn 
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in this direction since the pre-war period. It should b.e noted in this 

connexion that the scope of government as direct reclistributor of income 

is extremely limited in most Latin American countries® Despite 

substantial increases in recent years, internal government debt is still 

relatively small compared with national income in most of these 

countries.— 

Further and. more important from the point of view of, its income 

redistribution effects
s
 a very small proportion of the internal debt is 

held by private indivuals end institutional investors in practically all 

Latin American countries* Consequently, the direct income redistribution 

effects of the increase in domestic public debt in recent years have 

been small in view of the fact that most of it has been absorbed by the 

central bank and by ether official credit institutions. 

The inflationary effects of this type of borrowing have had more 

important and more pervasive effects on the redistribution of income 

through a continuous and proneuncod rise in the level of prices than by 

way of changes in the level of interest payments. Actually, the 

inflationary price rise in most Latin American countries has 

progressively devalued the internal public debt with the result that 

interest payments now absorb a relatively smaller proportion of total 

government expenditure than was the case in the immediate pre-war period* 

The percentages shown in Table 3 unfortunately do not indicate the 

magnitude and in some cases even the direction of th^se changes. This 

is due to the fact that the public debt service expenditure entered in 

the general budget accounts generally include only part of the total 

debt service. Foreign debt and domestic floating debt service is often 

effected out of extra-budgetarj
7

" funds. For those countries which were 

in partial or complete default on their foreign debt service, the 

figures for recent years, after resumption of payments, tend to distort 

the picture by shewing apparent relative increase in public debt 

interest payments (e.g., Colombia). It should be also noted that the 

percentages shewn in Table 3 also include ordinary amortization payments 

though these have been relatively small for the period under review* 

l/ See section on public debt below. 

/Defence outlays 
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Defence outlays have tended to decrease relative to te tal 

expenditure in most of the countries shewn since 1944* 

The proportion of total central government expenditure devoted to 

social services, i.e., .education, public health and public assistance J 

has remained fairly stable since the pro-war period in five of the 

countries shown in the table
0
 Significant increases in this category 

have, however, taken place in Brazil, Honduras, Panama and Peru* 

The most significant change in the pattern of expenditure in recent 

years has been the rise in outlays for public works and economic 

development. The percentages relating to this item are sh'-wn under 

"investments" in Table 3° Those figures do not give an accurate picturo 

of the trends in the various countries, except perhaps for Colombia, 

Peru and Venezuela, whore the bull: of development expenditure is 

included in tho general budget o In the case uf Chile, and, to. a lesser 

extent, Argentina, tho figures shown underestimate the contribution of 

central government finances to capital formation.; as a substantial 

proportion of investment expenditure is effected by e.utrnomouo agencies 

outside of the budget» 

The increases indicated by the figures may bo attributed to the 

facts that: a) in recent years most governments have placed greater 

emphasis on economic development than hereto fere; b) the possibilities 

of obtaining materials and equipment for the governments
1

 development 

plans have been greater in recent years than during tho war arid 

immediate post-war period; c) the cost ef goods and services purchased 

by the various governments has increased owing to the general riso in 

prices in the post-war pori-'cl both at hrmo and abroad. 

In many countries in Latin America, the i nc roas o;d. emphasis <• n 

economic development has not materialized into comprehensivo government 

plans under tho direction of a singlo central authority, but has 

resulted into the expansion r f tho activities of the various gov*.-rnmont 

departments concerned and of the autonomous development c^rp. rations 

Somewhat more ambitic us and integrated pr grarxies have been put 

into effect by. Argentina and Brazil« These are the Arg^ntine Five-Yoar 

Plan which m i l o^^ire in 1951? ""nd tho Brazilian SALTE Plan, which was 

initiated in 1949 and. is expected t~ bo completed by.tho end cf 1953* 

/Both o l m s 
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Both pirns give particular emphasis to the development cf transportation, 

electric power and public health facilities
0
 Colombia is another 

country which has recently adopted a comprehensive programme of 

gcvornment expenditure for economic development^ This programme is 

based on the recommendations of an Economic Hission cf the International 

Bank which conducted a comprehensivo survey of the Colombian economy 

in 1949® An integral part of the program is the adoption of fiscal and 

monetary policies designed to facilitate a balanced economic growth© 

1_/ Presidential Decree number 3&4, 8 February 1950a 
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1/ 

Dev element s i;.i Total fcycrmont Ileyenue 

.Recent years have seen a continuation of tho long-range trend of 

rising government receipts., This trend is clearly'indicated by the • 
revenue figures given in Table 4 for a majority of countries0 It will

5 

be noted that in some instances estimated revenues for 1950 appear to 

have declined over previous years. These are, however, only ostir.uatos 

which, on the basis of past experience, have boon found to diverge 

considerably-from actual results.. It can be assumed that the estimates 

are subject to an upward revision owing to the continuing inflation in 

the countries concerned during 1950» In addition, the rise in tho value 

of foreign trade in the latter half of 1950, brought about by the 

changed international situati.cn, will increase government receipts which 

consist in most "countries largely of tax rovo?.nos derived, from f: r^ign 

trade trruis actio ns => 

As indicated in Table 5 both tax and non-tax receipts have 

continued to 'rise, with tho latter still í< ir;:' ; enly a relatively small 

but often varying segi-.ont of-total r0venues
0
 In relation to total 

receipts, non-tax revenue has shewn such variation largely because of . 

tho inclusion of unforeseen receipts which may 0 r may not be recurrent, 

so that nc valid gone:x.lisa.ticn applicable t: the various countries 

under consideration can be made® 

The substantial ri.se which has occurred in recent years in the tax 

revenues, cf many countries as shewn in Table 5 is attributable to a 

number of commcn factors whose importance varied with the countries 

concerned. Among the more important factors arc: a) increase in rates 

of existing taxes and intro duct ion of new
-

 taxes; b) expansi:. 11 of the 

tax basis due beth to increased real incooo and higher prices; c) 

administrative improvements in the tax collecting machinery^ 

l/ Both budgetary and extrabudgetary receipts have been taken in 
account wherever ncssiblo as indicated In Table 1. 

/Table 4 . 
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Tabic Uj CiC'Vormunt Roc,cipts
i
 of certain Latin 

American Countries for Selected Years 

(in millions of haticnal currencies) 

Country 

¿1 
1938 
1944 
1947 
1948 
1949 E 
1950 E 

Taxation 
Receipts 

949.0 
1,283.4 
3,007.2 
3.642.7 
4,064.4 
5.469.8 

Total 
Receipts 

1,008.4 
1,506.? 
3,565.0 
4,404»1 
4,116.0 
5,316.9 

Brazil 

1938 
1944 
1947 
1948 
1949 
1950 E 

Chile 

1937 
1944 
1947 
1948 
1949 
1950 E 

Colombia 

1937 
1945 
1947 
1948 
1949 
1950 E 

2,562.4 
6,609.7 

11,667.0 
12,150.0 
13,716.0 
16,617.1 

1,265.9 
3,499.7 
7,299.4 

11,955.8 
13,425.1 
12,741.0 

70.7 
143 o 0 
254-2 
269.4 
315*9 
371.3 

3,879.8 
8,311.4 

13,853.0 
15,699.0 
17,917.0 
18,775.0 

1.436.7 
4,089.4 
9.978.8 

14,379.3 
15,823.2 
15,649 

1C3.0 
293 ol 
320,1 
38 0.., 2 
422,4 

Costa Rica 

1938 
1944 
1947 
1948 
1949 
1950 E 

27.3 
36.6 
49.6 
74.2 

37.5 
52.8 
88.0 
90.1 

125.4 
108.2 

/Dominican Republic 
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Table 4. Government Rcceiots pl..c,^tfdn^r¿ln 
American Countries -fc-r Soloctod Years 

Country Taxation 
Receipts 

Total 
Receipts 

Dominican_ Republic 

1938 
1944 
1947 
1948 
1949 

11 o 9 
24-6 
73.8 

79 " j 

Guatemala 

I937/38 
1943/44 
1946/47 
1947/48 
1948/49 E 
1949/$0 E 

11.0 
14 0 3 
27.3 
30.6 
33 «4 
37.3 

12.5 
16.8 
40,3 
39.6 
43.6 
41,5 

Haiti 

1937/38 
1943/44 
1946/47 
1947/48 
1948/49 
1949/50 

25.3 
37,8 
61.3 
72.4 
73,1 
97.3 

28.1 
42.4 
¿5,3 
78 c 8 
83.1-

109«1 

Honduras 

1936/37 
1943/44 
1947/48 
1948/49 
1949/50 I 

o. i 

7.5 
10.1 
10,6 
8

C
 5 

10c9 
11 o 2 
26.1 
O

r

! 
-i / 1.1J 
20o8 

Mexico 

1938 
1944 
1947 
1948 
1949 E 
1950 E 

364,1 
1,116.0 

438o 3 
1,295*3 
2,054.7 
2,002.,! 
2,410.0 
2,597.0 

/ Fanamc 
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Table 4« (continued) 

Country Taxation 
Receipts 

Total 
Receipts 

Pan an: 

m i 
1944 
1947 
1943 
1949 

5.7 
10,4 
14.6 
21.0 
20.8 
20.9 

10.0 
16.6 
25,5 
33 = 6 
32.0 
31«9 

Peru 

1938 
1945 
1947 
1948 
1949 
1950 E 

125.1' 
398.6 
714 08 
810 «7 

1,098,3 
1,352.2 

180 a 4 
5 H . 3 
929.9 

1,056.6 
1,435.1 
1,644.5 

Venezuela 

1936/37 
1944/45 
1947/48 P 
1948/49 P 
1949/50 P 
1950/51 E-

235.9 
'569.8. 

1,392.4 
1,789,8 
1,662.0 
1,526.4 

253.6 
613.1 

1,558.6. 
1,963.3 
1,885.2 
1,632,0 

Sources: Sane as for Table 1, 

a/ Total receipts do not include the share c.f trac receipts assigned 
to provinces, municipalities and. autcncncus agenáes shown under 
taxation receipts. 

b/ Data for 1948 and after are not comparable to those of previous 
years because of changes in the budgeting system. 

Notes: 

E - Estimates; 
P

 =

 Provisional Results. 

Other figures relate to closed accounts unless otherwise indicated. 
Fiscal years: coincides viththe calender year in Argentina, Brazil, 
Chile, Colcnbia, Costa Rica, Dominican Republic, Mexico, Panana end 
Peru, Begins 1 July in Guatemala, Honduras and Venezuela. Begins 
1 October in Haiti, 

/Unless otherwise 
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Unless otherwise indicated total receipts cover budget receipts Qf 
... the. central government including gross revenues of monopolies and public 

undertakings and excluding receipts of autonomous' agencies and loan 
proceeds. Taxation, receipts exclude consular fees unless otherwise 
indicated.

 1

 . -

Argentina Total receipts exclude whereas taxation receipts include 
tax receipts earmarked to municipalities, provinces and 

autonomous agencies, 

Brazil Total receipts include revenues of the war budget and 
. . public works plan other than loan proceeds. . Receipts: 
•• from extraordinary taxes estimated at 300,..278 and 242 million 

cruzeiros for the years 1947
fl
 1948 and 1949 respectively have been . 

excluded. Taxation receipts include harbor fees from 1947 -to 1950.• 

Chile Total receipts include revenues shown under special laws • 
and for 1947 profits from revaluation of gold reserve of 

830^9 million pesos. Revenues of railways are excluded. 

Total taxation receipts do not cover all government tax revenues 
as some earmarked tax receipts are not recorded in the budget. Tax 
revenues'' earmarked to the road fund but included in the budget have 
been broken down from 1947 onwards as follows: two thirds included 
under customs duties and one third under land tax. Tax arrears are 
also included. • - ' 

Colombia Total receipts include only net operating results of., 
government salt mines and.national, railroads. 

Costa Rica Extrabudgetary receipts included after 1945» 

Transactions of the Pacific Electric Railroad, 
excluded beginning in 1949. 

Dominican Republic Total receipts., include both ordinary and 
extraordinary receipts. 

Haiti. Beginning with 1944/45 receipts of telephone, telegraph 
and hydraulic services excluded from total receipts." 

Transactions o f non-fiscal accounts also, excluded^ 

Honduras Includes both extraordinary and earmarked receipts'. 

Mexico Includes both ordinary and extraordinary receipts. Only 
net results of the national railroads are included., 

' Panama Excluding non-budgetary receipts consisting mainly of 
refunds, of revenues

5
 of hospitals and of loan proceeds

a 

Peru Includes trust funds (cuentas de orden) and extrabudgetary 
receipts. Taxation receipts include consular fees. 

'SaOUTAOJd pUT2 S0TTCT'SdTOTUUUI
 f

S8X0 
snouiouoq.ng oq. pa^JBuirea 9<re nq.TM syrfcaosJ xeq. jo aj'eqs ápñtoxá sq.dTaoaj'xH

0

!, 



Table % Keceipts of certain Latin American countries 
by major categories for selected years, 
(in millions of national currencies) 

Income 
and 

wealth 

Argentina:a 

19^4 

1947 
1948 

E 
P 

1950 E 
Brazil: 

its 
1949 
1950 E • 

Chile; 

1937 
1944 
1947 
1948 

1950 E 
Colombia; 

1937 " 
1945 
1947 
1948 
1949 
1950 E 

Haiti: 
1937/38 
1943/44 

1948/49 
1949/50 

Honduras; 
19' 

1943'. 
1947/4* 
1948/49 
1949/50 

Panama; 
1938 
1941 

m 
1948 
1949 

Peru.; 

mi 
1947 
1948 
1949 
1950 E 

Venezuela: 

19/44'. 
1947/48 
19- " 

E 

192.9 

l J 
1.826.5 
1,818.2 
2,326.9 
2 ̂  2¿9 • 9 

287.3 
2,237.2 
3,901.9 
4,195,0 
4 785.0 
5,322.0 

232,9 
1,362.8 
2,950.2 
5.164.6 
5 247.0 
4,700.8 

16.7 
64.3 

124.9 
137.5 
177.2 
179.4 

0.5 
3.7 
4.8 

i U 
11.2 

0.3 
0.6 
2.5 

3.6 
3.5 

20? !o 
.9 

o.9 
1.8 
2.1 

3&J 
908.1 

1,187.7 
17

 rtrn ft 

iaxaLion 

Taxes on commodities 
and services 

Customs 
Other taxes 
.oncoramoditjes 
& services 

Total 
Taxation 
Receipts: 

328.8 
95-7 

515.1 
465.7 

m 
423.8 

1,052.5 
' 902.4 
1,875.4 
1,650.3 
1,700.0 
1.995.0 

724.4 
854.0 

1.784.1 
2. o I.I7 & 5 
2 717.7 
2,520.9 

35.0 
42.5 
67.1 
60.2 

22.6 
31.0 
52.4 
58.2 
59.2 
80.2 

51.2 
98.7 

185.4 
203." 

tíZá 
265.1 
339.2 
330.2' 

427.3 
Ó55.2 

1,118*4 
1,350.5 

2,816,1 

1,222,6 

6,304.7 
,231.0 
,300.1 ? 
308.6 

1,282.9 
2 ^ 5 5 . 1 

5>519¿3 

19.0 
36¿2 
62.2 
71.7 
94.3 

124.5 

64.1 
127.4 
219.2 
262.9 
259.3 

949.0 
1,283.4 

A., 064.4 

2,562,4 
11 
12,150.0 

Í ? j ? i 7 a 

1,265.9 

11,955.-
13,425.1 
12,741.0 

70.7 
143.0 
254.2 

fíp 
371.3 

25.3 
37.8 

• • 61.3 
72„4 
74,-7 
97.3 

6.7 
7.5 
10.1 
10.6 
8.5 

5.7 
10.4 
14.6 
21.0 
20.8 
20.9 

714.8 
810.7 

1,098.3 
1 352.2 

1,392.4 

Non-tax 
receipts 

259.1 
553.8 

1,302.2 
1,685.0 
1,353.8 

i'ÍQÍ.v 
2;i86.0 
3,549.0 
4,201.0 
2,157.9 

170.8 

2.423.5 
2 398.1 
2.908.6 

15.1 
20.0 
38.9 
50.7 
64.3 
51.1 

2.8 
4=6 
.0 
.4 

8.8 
11.8 

4.2 

17.2 
12.3 

1?: 
12.6 
11.2 
11.0 

1,66?.o 

1: 
215.1 
245.9 
336.8 
292.3 

xiii 
173 o 5 
223.2 

Total 
receipts 

1,008.4 
1,506.7 
3,565.0 

1,753.8 5,31¿c9 

13 853.0 
15,699.0 
17,917.0 
18*775.0 

,436.7 

97: 
14,279.3 
15,823.2 
15,649.6 

85.8 
163.0 
293.1 
320.1 
380.2 
422.4 

28.1 
42.4 

é H 78.8 
83.1 

109.1 

10.9 
11.2 
26.1 
27.8 
20.8 

10 

2' 
3: 
32.0 
31.9 

180.4 
514.3 
929.9 

1,056.6 
1*435.1 
1.644.5 

3 . 1 
1.558.6 
1,963.3 
1J885.2 
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Inflation ha'6\ contributed in. most countries th;j rice in central 

government receipts*""ving to the existence of inerme ticr.es wh se jdc-ld 

rose .with the rise in nio.ney incomes. The introduction in some, countries 

of new taxes -n excess, pro.fits ".nd capital gains designed, to . tax more 

effectively business profits and speculative g-"ins, and tho vrrif us 

increases- in. the rates of b.th direct and indirect, taxes,, in quite a 

number c f countries, including Argentina,. Bolivia, Brazil, Chile, 

Colombia, Costa Rica, El Sal vade r, Guatemala, Haiti, H. noluras, Mexico, 

Panama, Peru and Venezuela, are also accountable to a.me degree 'f: r the' 

ccntinuing trend, of rising tax yields, 

oiith constantly, increasing expenditure governments were, empelled 

to seek 0ther possible s urces r-f additional revenue and to direct 

attention to tho improvement . f tho yield from existing taxes«. It is 

interesting t-" note that in the roc -i ¿' ,.;iidati: ns : f practically every 

missirn which has examined the pr blom of fiscal reforms in various 

Latin American countries, mention has boon made f f tho increased trx 

yields which c uld be obtained from a strengthening of tho tax . 

machinery* .is f ar as can be. ascertained, improvements in tax 

administrator, and enforcement effected inter alia in Argentina, oioxico 

and Peru, were accountable f r some of tho noted riso in trx receipts, 

í lotwithstanding their almost constant ri.se, trx revmiuos in s^v -ral 

countries did not Ice op pace with tho stoadily oxparxling expenditure as 

indicated in Table 6 below* In s mo instances oven, tax revenues in 

recent years c-vered a smaller prr'p-.- rtion 'f expenditure than before 

the war. Ther..; aro several fact :-rs common to. roost of tho countries 

under ceiisidorati.: n which account f. r tho relative lar in trx receipts, 

viz.: a) tho relatively low levels of economic development of the 

various economies which place fairly severe limits "n tho share of tho 

country's output which the Government can secure; b) the flexibility 

of the trx basis originated in the high pr nr rti' n of tax revenues 

derived from indirect taxes and the fact t-at most «- f those aro levied 

on a. specific basis; c) the rising price level which made it politically 

difficult to introduce now levies and increase the r; t-..s 0 f the old. one; 

d) the gr: wi ng complexity f g, vernmont <• perito no, through the 

creation of indpendent and semi-independent agencies, which has impeded 

impeded co ordinate n of expenditure and receipt p- lie i 'js , and e) the 

lack of effective tax administratis n . 

/in spite 
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In spite of the attempts made by governments in Latin America to 

formulate expenditure policies in keeping with expected revenues, the 

urgent need for economic development and expansion of social services, 

together with the increasing cost of operations, give rise to heavy-

expenditure which outstripped tax revenues* 

The existence of autonomous agencies and corporations varying in 

number from country to country and operated independently of the budget 

of the central government has tended to make very difficult the task 

of effective coordination of fiscal policy
0
 An additional complication 

has been the fairly common practice of giving such agencies and local 

authorities independent sources of revenue by assigning to them the 

receipts of certain taxes which may or may not appear in the budget* 

An indication of the magnitude of the problems involved can be gathered 

from Table 7 which shows the types and approximate number of independent 

agencies in a number of countries in 1950* 

/Tabic 6. 
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Table 6. 

Argentina 

193S ' 
1944 
1947 
1948 
1949 

Brazil 

1938 
1944 

1947 
1948 
1949 

Chile 

1937 
1944 
1947 
1948 
1949 

Colombia 

1937 
1945 
1947 
1948 
1949 

Haiti 

1937/38 
1943/44 
1946/47 
1947/48 
1948/49 
1949/50 

Tax Receipts as Percentage of total .]xpenditure_jhi 
Certain Latin American Countries for Selected ¥c_ars 

59 
38 
54 
38 

54. 
64 
87 
77 
71 

8 2 • 
77 
72 
89 
<-0 

84 
HQ 

67 
65 
77 

Honduras 

1936/37 ' 61 

1943/44 68 

1948/49 42 

F snama 

1938 57 
1941 74 
1944 59 
1947 58 
1948 63 
1949 66 

Peru 

1938 47 
1945 60 

1947 66 
1948 76 

1949 79 

y^ie^uola 

193C/37 83-
1944

7

45 117 
1947./4S 97 
194S/49 92 
19/49/50 82 

90 
101 
86 
80 

91 
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Table_ 2s Approximate Number and Type of Autonomous
i
 Institutions In 

Selected Countries of Latin America -in 1950 

Country Number 
of 

Institutions 

Breakdown of Types of Institutions 

Irpentina 65 15 social security 
11 universities and cultural 
10 public utilities 
6 banking 

'23 covering economic development, 
trading and regulatory bodies 

Brazil 

Chile 

68 

25 

35 social security 
16 public credit 
8 public utilities 
9 regulators?" bodies 

10 social security 
7 banking 
8 economic development 

uexico 72 

Peru 

Venezuela 

11 

14 

6 credit 
3 production 

3 transport 
5 promotion 

55 miscellaneous 

5 economic development 
2 transport 
4 banking 

1 social security 
4 Industrial 
3 banking 
2 regulatory bodies 
4 miscellaneous 

/a clear example 
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.. Ahelear example of- the- -inflexibility of - the tax basis.is found, in 

imnort and. export tax revenue* Des nit e tho substantial rise in import 

prices -since 193&, tariff schedules had remained predominantly on a • • • 

specific duty basis until quite roc-en tly, when they, were largely : 

changed to an ad valorem basis in many countries* As a consequence, 

revenues from customs duties did not climb' as sharply as'receipts from 

other taxes. In addition, the restrictions on imports imposed by most 

countries under the impact of foreign exchange difficulties tended to 

depress still further the receipts of customs duties* A concomitant 

development which mitigated somewhat the relative decline of customs 

duties was the levying of surcharges on imports and exports and on 

foreign exchange transactions. These taxes, together with profits 

derived from the government purchase and sale of'foreign exchange 

yielded substantial revenues, c*g*, in Argentina, Ecuador, Chile,- -Peru, 

Eexico, Brazil, Uruguay and Venezuela, 

Changes in the Tax Structure 

during the period 193C-194" the tax stincture of many countries 

in Latin -me rica was fundamentally affected by the introduction of • 

various typos of incoriu taxes and of increased rates in already 

established taxes on income. In-a nurabor of countries tho existing 

taxes were buttressed by spocial levies on capital gains and excess 

profits. In Argentina end Brazil, for instance,'tho latter tax had. 

originally boon introduced a.s a wartime levy but' was subsequently 

retained as a permanent feature of their tax system. Table o shows the 

status of income taxes in Latin America as of thn ond of 1950= At the 

same time the relative burden of customs duties-decreased during that 

period; in the face of rising prices, the specific duties lost in 

relative importance, while falling imports due to war and. subsequent• 

foreign exchange shortage further affected total collections. 



E/CNO12/217/Addo13 . 
Page 34 ' 

Table 8. Date of Introduction and Type of _ Inc ome_ Taxes in 
Effect~on 31 December 1950, in Latin American Countries 

Countries Date of 
Introduction 

TYPE 

Non " * 
Schedular 

Jchcdular Partial 

Argentina 

Bolivia 
Brazil 
Chile 
Colombia 
Cuba 
Costa Rics 
Dominican 
Republic 

Ecuador 
El Salvador 
Guatemala 

Haiti 
Honduras 
Mexico 
Panama 
Paraguay 
Peru 
Uruguay 

Venezuela 

1932 

1928 
1924 
1923 
1927 
1931 
1931 

1949 

1927 
1916 
1938 

1948 
1949 
1925 
1934 
1931 
1934 
1944 

1942 

x 

X 

x(at uni-
form rates 
for all 
schedules) 

x 
x 
x 
x 
x 
x 

X 
X 

X 
X 

On busi-
ness 
profits 
only 

on busi-
ness 
profits 
only 

on excess 
profits 

/The successful 
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The successful imposition of the income levies was achieved, 

however, through a certain select!vonoss in tlvdr imposition arid 

administration. Income taxes on tho more modest incomes, of government 

personnel' and other wage and salary earners could be collected in many 

countries with great officioncv through withholding at tho source® ' 

Large, often foreign-owned corporations, wore also under the scrutiny 

of income tax collectors * Individuals, however, who drew, oft'.n 

considerable, income from'professions and trades and capital invested 

abroad,' were ofton able to avoid their income tax liabilities to a 

considerable extent. 

Developments of'the last two years slowed down the previous rise . 

in the importance of direct taxes'. Customs duties started to catch-

up with the inflationary riso in prices: first, ad vrilor^m surcharges 

were imposed on imports arid.'exports in a numb :
i

r of countries; then 

customs duties themselves were increasingly placed on an ad valorem 

basis. More important, excise duties and sales or turnover taxes 

wore widely strengthened» In one country at ]east, the Dominican 

Republic, tho general income tax that had boon introduced shortly 

before was abolished in 19500 One of tho most interesting features 

of these developments was the ascendancy of revjnues freer, export taxes 

and from foreign exchange transactions which were also in tho nature 

of export charges„ Tho rise in tho prices of loading export commodities 

of many Latin American countries brought about a considerable expansion, 

not only of the baso of these taxes, but also of their unit rate* 

PrinciDal^ Elerv^nts_of_ tho
r
 Tax System 

Taxes .on. I'íealtliocind Inca mo 

As shown by Table 9 revenues from income , .excess profits and -

capital gains taxes constitute tho bulk of tho yield from tax ~s on 

wealth and income in tho various countries s tucLiod» This is 

attributable to the r ..latively low yields secured from such taxes on 

wealth as land and inheritance taxes whose rat^s have remained almost 

unchanged throughout tho period; an additional factor has boon that 

reassessment of land has not kept pace with the rise in land values 

resulting from the inflation. In some countries, such, as Argentina 

and Brazil, land taxes are, moreover, levied by .local authorities* 

/There have been 
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There havo been no outstanding changes in the organization of the 

income tax itself. In most countries it has remained a schedular tax 

with preferential rates for earnod income coupled with a global 

complementary (sur) tax0 A notable exception is Argentina which has . 

introduced a uniform tax rate for all schedules in 1950? thus
5
 -

apparently
 3
 taking a first step toward the substitution of a unitary for 

the schedular income tax* In this connexion it may bo noted that the 

Dominican Republic abolished its recently introduced income tax 

altogether in 1950, returning to the earlier combination of capitation 

tax and business profits tax* Tho uso of capital gains taxes and the 

incorporation of excess profits taxes into tho permanent tax system of 

a number of larger countries has already been alluded to* 

/Table 9* 
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Table 9.. Percentage Distribution of Ma,jor. Tqj.;ns. on Wealth 

' ' ' ̂ frá income^' óf Certain Latin Inprxccxi C{ nntri-es 
for Selected Years 

Countries Income, Excess Profits and . .Taxes--on 'Jcalth 
Capital Gains, Taxes as For- and Incouo as 
centage of Total Tax Receipts Percentage of -

Total Tex 

i ;
 ___ Receipts ___ 

Argentina . 

193S 14 20 

1944 35 41 
1947 42 46 
1945 44 50 
1949 37 47 
1950 E 33 41 

Brazil 

1938 U 11 
1944 34 34 
-1947 33 33 
1948 35 35 
1949 35 35 
1950 E 32 32 

Chile 

1937 12 18 
1944 34 39 
1947 33 41 
1948 37 43 
1949 - 3 1 39 
1950 E . 28 • • 37 

Colombia 

1937 ' " 1 4 24 
1945 34 45 
1947 . 37 U9 
1948 38 51 
1949 ' '41 56 
1950 E 36 48 

Haiti 

1937/38 2 2 

1943/44 10 10 
1946/47 8 8 
1947/48 13 13 
1948/49 14 14 
•1949/50 11 11 

(continues) 
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Countries 

Peru 

1938 
1945 
1947 
1948 
1949 
1950 E 

Income, Excess Profits and 
Capital Gains, Taxes aa Per-
centage of Total Tax Receipts 

11 
25 

23 
27 
24 
19 

Taxes on Wealth 
and Income as 
Percentage of 
Total Tax 
Receipts 

30. 
51 

55 
54 
49 
56 

Venezuela 

1936/37 
1944/45 
1947/43 P 
1948/49 P 
1949/50 P 
1950/51 E 

9 
24 
26 
28 
24 

27 
57 
63 
64 
64 
58 

(ii) Taxation of Foreign Business Enterprises-

The special position of foreign traders and investors in the 

economy of many Latin ''aeriean countries has had a notable impact on 

their tax systems, both in tho introduction of special levies designed 

to tax them effectively and in tho provision of special incentives to 

attract them into tho countries. Their importance in the tax schemes 

of these countries is characterised chiefly by three facts; they 

constitute the element with the largest incomes, in an economy in which 

many incomes arc too small to bo reached effectively by the income tax. 

Secondly, a largo portion of their income is sooner or later expatriated 

and thereby withdrawn from the domestic production procoss to the extent 

to which it is not retained by tax collection* Finally, in many 

countries they are engaged in the exploitation end exportation of 

depleatable natural resources whose contribution to domestic economic 

development must thus largely proceed through the investment in 

development projects of tax revenues drawn from such enterprises. 

/Countries 
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Countries •/which rely "for the bulk of. government revenues on large 

foreign'enterprises have found their tax structure dcminatod by the 

necessity of devising effective tox measures for such industries. The 

income tax, while-generally applied to.such enterprises, has,,at the 

present stage-,- been found largely insufficient, chiefly for two reasons 

a general income tax which covered both the bulk of the taxpayers and 

the large-foreign enterprises must apply comparatively -low rates to the 

latter or leave a large gap of unused brackets between the two groups 

thus tending to make the rates applicable.to the latter appear too high 

in relation -to the rates paid by the other taxpayers; secondly, the 

administrative task of determining the net profits of an enterprise, 

much of whose activity i s carried on beyond the jurisdiction of the 

taxing country, is 'largely beyond the capacity of many tax., 

administrations o • 

A variety of supplementary levies have therefore -been introduced, 

some of which have outrun the.income tax in productivity*. Poromost 

among these is the export tax* In Bolivia this -tax provided in 1947 

about 40 por cent of total tax receipts as against slightly over 20 per 

c-ent for thfc .tricorne tax* -In Peru.-the expert tax on mining and 

agricultural products amounted to• about 26 per cent as against 23 per -

cant for the income' tax in 1947= the figures'" in 1950 being 32*4: per 
"! / 

cent and 18*9 per cent r« sp itlv 1 ' . P r o f i t s derived from foreign 

exchange control, either: directly-or as in Brazil and Colombia through 

the imposition of special fees for licenses and the sale of foreign " 

currencies, have produced important revenues"in* a number of countries 

including Argentina^ -Brazil and Chile*- . > 

; - It is difficult,. however, to obtain comprehensive information on' 

the yield of revenue from these so-urces
;
 as in some 'countries they are 

earmarked for special purposes or assigned to independent funds or 

agencies and .are.omitted, in whole or in part, from central' government 

budgets. Thus, in Argentina those transactions were carried rut 

1/ The Peruvian system has now booh changing by the rocont enactment 
of the now Peruvian Mining Code which substitutes royalties for 

tho expert taxes. • ... • 

/'through 

UTOUOJ: OJOUJ;/ /-R-^Y^ ^ ¡
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through the Exchange Fund (Hargen de Canbio), fren which varying amounts 

were transferred to the general budget for specific purposes. In nost 

of the countries using this system a considerable portion of the foreign 

exchange purchased at a low rate was nade available at similar rates 

for favoured imports such as foodstuffs, thus I n effect using part of 

the exchange profits for subsidies to these imports. Only the remaining 

profits-were then transferred to the general budget, as in the case of 

Bolivia, Chile and Ecuador. In Venezuela they were shared between the 

Treasury and the Central Bank. 

Most noteworthy among the tax reforms affecting foreign extracting 

enterprises was tho so-called 50/50 scheme introduced by the Venezuelan 

Petroleum Law of 1948 • This law provides for a variety of taxes on 

petroleum enterprises, among them exploration taxes, surface taxes¿ 

income taxes and royalties. Those levies are supplemented by a 

provision under which companies, earning loss than 15 per cent of total 

investment, pay an additional tax so calculated, as to bring the total 

revenue collected from them by the government to 50 per cent of their 

annual profits. 

While the effective taxation of foreign enterprises thus gave rise 

to important new tax measures in many of these countries, the scarcity 

of available domestic capital made it appear desirable so as to adjust 

the t ax systems that they would not deter foreign entrepeneurs from 

investing or reinvesting in these countries® This requirement, however, 

has lost in practical importance for three r e a s o n s f i r s t , non-tax 

considerations (such as free transferability of profits and capital, 

political and economic stability, continued expension of attactive 

investment opportunities in capital-exporting countries) have acquired 

overriding importance; secondly, schedular tax rates, even in the 

highest brackets, were generally much lower in the countries of Latin 

America than in the principal capital exporting countries; thirdly, the 

problem of double taxation, traditionally the most vexing difficulty 

confronting the foreign investor, has become less acrute in view of the 

privelege granted investors and traders of crediting from such capital-

cxporting countries as United States, Netherlands and United Kingdom, 

all or part of tho taxes paid abroad against their higher national 

income t a x e s ^ 

2/ See Efectos de La Tributación sobre el Comercio Ei-ctericr las 
Inversiones en el Extranjero, Chapter 2 (United. Nations 1950.XVI.1). 

2/ Bilateral agreement for the avoidance of double taxation of income 
and successions are currently under negotiation between the United 
States- and- -six

1

 Latin ¿noricon republics; ( s t a r - • Tfes— -
Agreements, volume III World Guide tc International Tax Agreements, 

1843 to 1951) /There remain 
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; There -renain complex cases of double taxation, especially in tho 

interrelationship cf fc;reign stockholders in domestic corporations 

(subsidiaries), to- which, the detailed provisions in Latih American 

legiálaticn on the taxation cf dividends accruing to foreigners is 

frequently not sufficiently attuned. In addition, these provisions 

cover* icnly the direct tepees, making no prcvisic n for tho problem cf 

.frequently heavy indirect taxes, especially turnover taxes and import 

and. export duties» Tax: incentives, therefore, have continued to receive 

.nuch. attention on the part cf many Latin American governments * The • 

principal, aim of those incentives has boon to ease the tax burden during 

the initial period cf organization and adjustment* There is new.a* 

tendency to avoid blanket tax incentives., especially from income tax, 

.which could give tax privologos even to well established enterprises 

which viere no longer in need cf thoru Among the ne're important 

measures taken by various governments In this direction are: 

a) exemption cf new c. r expanding enterprises from income .and 

allied taxos and of taxes cn cut put, for a limit cd number of 

.. years.; 

b) exemption from, duties on imports ' cf needed- machinery, equipment 

':\V • • and materials; 

c) liberalisation of provisions relating to ' ccncossion grants-

to- depict i?., n and ether allowances in the case --f mining and 

petroleum .induetri 

With respect ,tc exempticn from inccme and allied taxes, beginning 

•'1 January 1950,. Argentina exempted new investments from the payment of 

••the-excess'.pre fits tax; moreover, undistributod pre fits arc not subject 

.
:

tootoxation« • Bolivia ..has adopted legislation which provides for 

freezing or reduction .of naticnal, department;! and municipal taxes Ieviel 

on the output of public utilities and of f^od manufacturing enterprises. 

The Dominican Republic has abolished tho absenteeism tax which was 

levied as a surtax at the rate ..f 10 per cent en thu incomc tax cf 

individuals and cf 20 per cent cn that cf cor p-~ rati*,ns* """' " 

Exemptions from duties cn imports have boon granted t. new 

enterprises in such countries as Cuba,' Jill Salvador, Guatemala, Haiti 

and Panama <> 

Colombia, and Peru have recently introduced now petroleum arid mining 

/codes respectively 
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codes respectively* In Colombia^ the new petroleum code provides that 

capitel invested in the petroleun industry will not be subject to the 

net worth tax during the exploration period® In addition, more liberal 

provisions, for depletion allowances have been introduced. In P o r u ^ 

the now mining code abolishes the rather complex export taxes on mineral 

products and establishes royalties instead* E l Salvador^/ recently 

introduced spccial concessions to fishing and canning enterprises in an 

effort to stimulate the development of this industry; these enterprises 

are exempt from tho tax on the exploitation of public waters and tho use 

of fishing craft and ec¡uip:iont, and from export taxes on their output* 

In order to qualify for those concessions the following conditions must 

be met: 1) $0 per cent of the capital of these enterprises must be • 

owned by nationals; 2) $0 per cent of the employees must be nationals; 

3) priority in the' sale of its output must-be given to the domestic 

market• 

(iii) Taxes on Commodities and Services 

a) Customs duties relative to total tax receipts continued 

to declino i n m o s t countries (see .Table 10). The 

maintenance of tariff schedules on a specific duty basis together with 

the existence of trade agreements, entered during tho war between some 

countries and the United States which resulted either in the freezing 

or lowering of duties on certain articles, vrcrc the major contributing 

factors to the relatively low level of receipts from customs duties* 

At the same time., with the growth of receipts frcm income and- domestic 

outlay taxes, customs duties became of r e l a t i v e ^ secondary importance 

as a source of government revenue* Finally, the imposition in recent 

years of restrictions on imports varying in severity from country to 

l/ Decree Law 10 of 4 January 1950* 

2/ Decree Law 11357 of 12 May 1950o 

3/ Decree Law 726 of 8 August 1950. 

/country was 
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country was an additional olciiont in tho relative decline of this 

revenue iter/u During the last two or three years, however, several 

governments have made substantial, modifications in their tariff 

schedules with the dual aim of brining the rates in line with current 

prices of' imports and exports and of providing protection for new 

domestic industries*. Moreover the considerable increase in price and 

volume of basic raw material exports, since the middle of 1950 is 

contributing to a decisive recovery of customs receipts* 

b) Other Taxes c.11 Commodities and Services 

Rising price levels end increased rates are. chiefly responsible 

for the increased yi Id of taxes on commodities and .services relative 

to total tax receipts* 

The patterns of behavior of the various taxes in this category 

indicated in 'Table • 11 show, however, such variation, not only from 

country to country, but also within each country¿ as to make any attempt, 

at generalization extremely difficult-* Certain trends can, nevertheless, 

be noted such as the relative decline in most countries in the yield of 

excises leviód on specific commodities* In Argentina and Chile this 

was due to the substantially larger increase in the yield of the general 

sales or turnover taxes which were in turn the result of higher rates 

introoluced in rccent years» In Colombia the relative decline in excises 

is attributable to the comparatively larger yields of the taxes on 

foreign exchange transactions and of stamp ohities* "It is interesting 

to note that for the majority of the countries the bulk of the yield 

from excises is derived from: levies on the consumption cf tobacco, 

alcohol and fuel products. In addition to these products, Brazil has 

a levy on textile products which has contributed in recent years 

between 15 and 18 per cent of the total yield from excises. 

/Table. 10. 



E/CNO12/217/Addo13 . 
Page 44 ' 

Table 10, Distribution of Tax Receipts of-Certain Latin American 
' Countries^ for. •Selected^ Yeers 

Percentages 

Taxes on Comodities and on 
Countries Taxes on Incone Services 

and on Wealth 
Customs Other Taxes on 

• Comodities and 
on Services 

Argentina 

1938 20.3 34.6 45.1 

1944 41.5 7,5 51.0 

1947 45.6 17.1 37.3 

1948 50,1 12.8 37.1 

1949 P 46.7 6.6 46.7 
1950 E 40.8 7.7 51.5 

Brazil 

1938 11.2 41.1 47.7 

1944 33.8 13.6 52.6 

1947 33.4 16.0 50.6 

1948 34.5 13.6 51.9 

1949 34.9 12.4 52.7 
1950 E 32.0 12.0 56.0 

Chile 

1937 
1944 
1947 
1948 
1949 
1950 S 

18.4 
38.9 
40.6 
43,2 
39.1 
36.9 

57.2 
24.4 
24.4 

17.7 
20.3 
19.8 

24» 4 
36.7 
35.0 
39.1 
40.7 
43.3 

Colombia 

1937 
1945 
1947 
1948 
1949 
1950 E 

23.6 
45.0 
49.1 
51.0 
56.1 
48.3 

49,5 
29.7 
26,4 
22.4 
14.1 
18.1 

26.9 
25e3 
24.5 
26.6 
29.8 
33,6 

Haiti 

1937/38 2.0 89.3 8.7 
1943/44 9.8 82,0 8.2 
1946/47 7.8 85.5 6.7 
1947/48 13.1 80.4 6.5 
1948/49 14.0 79.7 6.3 
1949/50 11.5 82.4 6.1 

/peru 
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Table 10. (continued) 

1 

Ccuntries Taxes' on Inccne Taxes cn Ccmcdities and on 
, and cn health: . - •Services 

• Gust ,:.s • Other Tax^s en 
' •

 -

 ' CorE.edi.tios end 
:'•. • " . on Ser\d.ces__ 

;/eru 

1933
 r

 29.7- . ' . ' 4C.9 ' ' 29,4 
1945 50.9 24.81

 t
. :• 24.3 

1947 • 55.4. . . •• 25.9- • "• . . 16.7 
194S • 5 4 o 4. .. 25*1 * ' 20.5 
1949 49.3 . . 29.i- 21,6 
1950 E 56.4 22.0 " 21,6 

Venezuela . 

1936/37 " " 2 7 . 1 ' 4 2 , 3 30o3 
1944/45 '56.7' 18,5 24,8 
1947/42' F ' 62.7 18.2 19,1 
1948/49 P 64.2' 1C,2 17,6 
1949/50 P 64c5 19»9 15c6 
1950/51 E -58.4.,. '" •• 21 „7-

/Table "11
0 
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CHAPTER III SOCIAL SECURITY TRANSACTION 

In order to properly appraise the net effect of the financial 

activities of the government, attention needs to be paid to the 

transactions of the social security funds which are now in the process 

of rapid expansion. During recent j^ears theih .transactions have reached 

a level which gives them economic significance®' In a number of countries 

the scope of these funds has been widened to include broad categories 

of industrial woiicors and salaried employees. 

In a number of Latin American countries, notably in Argentina and 

also in Brazil and Chile, the contributions received have greatly 

exceeded benefits being paid to the insured and administrative 

expenditures incurred by these funds. In their economic effect the 

contributions paid by the employees reduce their spendable incomes and 

have-an effect similar to that of taxes or of forced loans,
 T

^
T

ith' ' 

'regard to the contributions being paid by the. employers, their effect 

is s imilar to that of indirect taxes as tho-y are chargeable as cost of 

production. As far as the expenditures of the funds: are concerned, the 

cash benefits (economic transfer payments) as well as the administrative 

charges incurred (payments for services rendered to the insured) 

represent additions to the private income of the recipients*. 

In addition to receipts from the public and payments to the public 

by these schemes, the question of transfers, between the central 

government and the insurance scheme has to be considered. For a proper 

appraisal of the economic signifi-cancc of the- transactions of tho 

insurance schemes these transfers should be eliminated from central • 

government expenditures and from the receipts of the insurance funds, 

as they are not directly affecting private incomes. 

On the whole, it can bo said that the accumulation of substantial 

surpluses in these funds had a decidedly anti-iiiflationarj' effect 

offsetting to the extent of these surpluses, deficits incurred in the 

other sectors of government activities. From this point of view it is 

rather of secondary importance whether the accumulated surpluses of the 

funds are directly utilised by the government through the sale of 

government bonds to the insurance schemes or whether the insurance funds 

/accumulate large 
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accumulate large cash balances, while the government at the saine time, 

resorts to central bank borrowings to cover its deficits. 

The following throe major aspects of the activities of the social 

security institutions are being considered below: 

a) magnitude of social security transactions
9 

b) contributions, 

c) Investment policy. 

Ilagnltudp, p^.RppepLpts, apd. Psymont.s 

Among the countries whore social security receipts are important, 

Argentina, Brazil and Chile by far head the list. 

The coverage of the social security schemes in Argentina was 

considerably expended in 1944 and 1946$ .with tho result that the gross 

receipts of social security funds reached a level of between'two to 

three billion pesos during 1948-1950. In 1948 they represented already 

more than half of total central government receipts, while by 1950 they 

are cstimated to roach a level.throe fifths of central government 

receipts-. • The absolute amounts received as well as in terms of 

percentrage upon total rcceipts of the central government for selected 

years is .given below: 

Years Social 
Security 
Receipts 

ARGENTINA 
Central 
Government • 
Net Receipts 

Sec.Rec* as % 
of-Central 
Government 
Receipts 

Holdings of 
Government Bonds 

1944 
1946 

1947 
1948 
1949 
1950 E 

312 
1.309 
1,565 
2,339 
2.310 
3,239 

(in million pesos) 

1,507 20.7 
1,972 66.4 
3,565 43.8 
4,404 53.0 

56*1 
5,317 - 60.9 

1,792 
2,843 
4,624 j 
6,873 & 

Sources: Honor!a del Departamento de Hacienda, lff44« Vol. I, p
0
112; 

Meñsa,iu 1 Poder Ejecutivo Referente a la Cuenta de 
-Inversion,: 1947; 
Chapter on autonomous agencies; 
I-cmoria de ¿a Contaduría General de la República, 1948, 
PP.397, 401, 406, 407;. ^ 
Presupuesto General de la Ilación, .1950. 

a/ Figure arrived at by adding the reported 2249 million pesos 
invested in 1949. Memoria del Banco Central, 1949, p.78. 

/in the absence 
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In tho absence of available information wLth regard to benefit 

payments which made the calculation of tho yearly surpluses of the 

social security impossible, the last column of the above-table 

representing their holdings of!government bonds is significant as an 

indication of the existence of large surpluses which wore available for 

investments in securities» It also includes the government contribution 

to these funds usually made in the form of government.bonds. 

In Brazil the expansion of social security schemes took placo in 

193S with continuous increase in scope up to 1946» Surpluses have 

been substantial throughout the period as shown below: 

BRAZIL 

Years Number Total „Total " Surpluses Total. Security 
°£ Receipts . Expend^ Central Receipts as 
insuied itureS/ Government % of total' 
(1000 h) • Receipts , Government 

ini
,./ Receipts^ 

(in million cruzeiros) 

1937 895 358*4 123.8 234.6. 3,173 11.2 

1938 1,846 557.2 160.S 396.4 3,880 14.3 
1946 3,193 3,737.2 1,543.2 9 

i 194.0 11,392 32.8 

1947 3,324 4,486.1 2,004.8 0 481.3 13,853 32.4 
1948 3,153E 5.128.0 2,425»1 2, 702.9 15,699 32.6 

Source : Anuario Estadis tico do Brasil, IBGE, tie, 1949, P . 451 

a/ Mainly benefit payments and administrative expenditure. 

In Chile the amounts involved in social security transactions are 

also great
r
 though net surpluses are not as high as in Argentina and 

Brazil» This may be due to the fact that tho social security schemes 

are older in Chile than in the two other countri.cs and that benefit 

payments increased through the years of operation. Nevertheless,,. there, 

are substantial surpluses. Social security receipts represented 3£«9 

per cent of total government receipts in -the year 1947* (See Table 12) 

As for tho rest of the countries the magnitude of the social 

security transactions is not as striking as in the three above 

mentioned countries. Their receipts, expenditure and balances aro 

shown for 1947? the last year for which figures are available*' 

/Contributions 
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Contributions. 

The financial provisions referring to social security in Latin 

American countries are varied.^ 

In Argentina, Bolivia, Cuba, Ecuador, Guatemala, Haiti and Uruguay 

in addition to the contributions of employers and employees, the 

governments have earmarked the proceeds of special tajees as their 

contribution to social security schemes. In tho rest of the Latin 

American countries fixed percentages of government contribution exist. 

For instance in Brasil an amount equal to 5 per cent of employees
1 

earnings is contributed by the government. In Chile the government 

contributes 1.5 per cent for..manual workers and 4«5 P^r cent for 

independent workers; in Mexico and.Peru 2 per, cent of employees
1 

earnings; 4«1 por cent in Venezuela; and in Panama 0.8 and 3 por cent 

depending whether they are employees and pensioneers- or independent 

workers. Finally, in El Salvador though the present legislation has 

not determined the rates, the State is required.to put up 25 per cent, 

the workers 25 per cent and tho employers 5^ per cent of the cost of 

social security. 

In tho Dominican Republic employees and employers alone contribute 

to the. cost of such benefits arising from maternity, conditions 

requiring medical care., sickness > invalidity, old age, and death of' 

breadwinner only. 

The employers, contribute with a percentage equal to that of the 

employees in Brazil, Cuba, Haiti, Panama, and Venezuela. In Argentina, 

Chile, Dominican Republic, Mexico, Peru, El Salvador and Uruguay the 

contributions of employers are greater than that of the employees. 

The highest applicable rate for the employers are in Uruguay and 

Argentina with 11 and 10 per cent of the employees
 r

 earnings-. The 

lowest is In Cuba with one half of one percent. 

I/ International Labour Office - International Survey of Social 
Security, Geneva, 1950, pp. 207-236, 

/.Investment Policy 
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Investment Policy ~ 

The investment of social security institutions in accordance with 

the rules under which they have been set up must comply with certain 

conditions of safety, yield and liquidity» In Latin America, the 

majority of the schemes show preference for investments in government 

or government-guaranteed bonds, While the yield of government bonds 

is rather small compared vdth the usual return on other types of 

investments, .it is possible,, however, that considerations of safety-

are the determinant factor for investments In government bonds. 

The countries where the social security legislation specifically 

enumerates government bonds among the possible sources of investments 

of social security funds are: Argentina, Brazil", Chile, Costa Rica 

(the law provides for loans to the government, municipalities, and • 

other State bodies up to 20 per cent of the .investments) Cuba, 

Dominican Republic, Guatemala, Mexico (the law provides that social 

security funds cguld Invest up to
:
20 per.cent in government bonds and 

up to 30 per cent in bonds of Mexican industrial undertakings), 

Panama (up. to 20 per cent to be invested in. bonds) and Uruguay (where 

investments of this type could be up to 60 per cent cf tho social 

security holdings). In tho countries where no maximum or minimum ' 

percentage is fixed, it may be assumed that there is no limit for the 

amount of funds to be invested in government securities
 0
 All of the 

countries include mortgage loans, personal loans and other typos of 

investments such as building constructions among possible investments; 

In Bolivia, Colombia, Paraguay and Peru, there arc no specific 

provisions covering investments in government bonds or governments 

guar ant cod sec uri ti e s . 

The social security institutions covering sickness and old age 

in Brazil reported 2.2 billion cruzeiros of government bonds among 

their assets in 1947» In Chile the holdings of government bonds wore 

small, reaching in 1947 only 0,8 million Chilean pesos, due to the 

social security institutions
1

 policy cf investing in real estate and 

in mortgage loans» In Meric0 the investment in government bonds is 

also small, amounting in 1947 to 16<>5 million pesos. 

11 Inter-American Conference on Social Security - Rio de Janeiro, 
10-12 Nov. 1947* Report of the Secretary-General, IL0, Montreal, 
1947, pp.32^89. 

/Table 12, 



E/ CN•12/217/Add.13 
Page 52 

Table 12, Receipts and Expenditure of Social Security/ Funds,.... 
Selected Countries a7 
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1.Brazil 
1948 1,215' 1,215 1,215 a/ 312 529 4,486 722 419 194 435 234 2,005 +2,481 

2.Chile 

1947 938 2,016 167 158 397 211 3,886 1,462 547 318 367 2,694 +1,192 

3 .Mexico 
1947 
a)sickne^ 9.8 19 .-5 . 9.8 • 0.3 0.2 39.6 2.6 45.3 7.9 3-2 59.0 -19.4 
b)cMage 9.8 '19.1 9.6 • 4.1 0.2 42.6 • • 4.9 39.5 44.4 - 1.8 
c)enpLcpiv 

11.6 injury , 10.3 . • • • 0.4 0.1 10.7 . 2.7 2,8 2.5 3..6 11.6 - 0.9 

4.Panama 
1947 2.4 , 1.5 . 0.5 0.7 5.0 0.9 0.3 * • 1.2 • 

5.Vene-
zuela 
1947 
s¡)skkness 9.4 9.4 3.2 • • 22.0 5.9 0.1 14.1 - 20.5 +2.0 
b)emplcym^ 
injury 8.1 • • 0.3 • 8.4 1.3 0.2 1.1 — * « • » 

Source: . ILA, Yearbook of Labour Statistics, 1947-48, Geneva 1949, pp.259&260 
a/ The Taxa de Providencia Social could be a source of public funds though no 

information is available. 

/chapter -IV 
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CHAPTER IV CENTRAL GOVE.RMSIIT DEBT 

General Trends 

The growth and composition of central government debt of the Latin 

American republics during the 1940
?

s' are" shewn in Table 13 * Two major 

developments may fc>e.detected from these' data since the pre-war period: 

l) a substantial increase in domestic debt in most of the Latin 

American countries arising in large part from the recurrent budget 

deficits-during this period; 2) an equally substantial decrease in 

foreign debt for a somewhat'lesser number of countries * The decline in 

foreign debt, except for a few countries¿/, has not been sufficient to 

offset the increase in internal indebtedness. As a result over-all 

national debt has registered substantial increases in at least fourteen 

of the twenty Latin American republics^/. 

These generalisations are, however, subject to two important 

qualifications^/* The first arises from the change in. the structure o.f 

the central government in several countries as a result of the creation 

of new autonomous government trading, development and credit 

institutions'as'.well as the expansion of the activities of the old ones 

l/ Guatemala, Haiti, Honduras, and from all indications, El Salvador, 
though no recent official internal debt: data are available for this 

country. Cuba might also be-included-in this group in view of the sharp 
decline 'in"it's foreign debt from 149*1 million pesos in'February 1938 
to 72.5 millions on 31 July 1950 and the relatively small increase (24.4 
millions);in dqmestic long-term debt' over the'same period,» Recent data 
on its sho^t-term dqbt and on results 'of budgetary operations are not 
available and, consequently, it has not been possible to obtain a 
comprehensive picture of its over-all debt position. 

21 The six exceptions include the five countries mentioned in the 
preceding footnote and'Venezuela, whose public debt increased 

slightly relative.to its budget revenue and national income*. 

¿/ A third qualification, which however applies more to the 
international comparability of the .data in Table 1, rather than to 

changes over time-in-'the magnitude' and composition of the debt of each 
country, arises from the widely different methods of reporting the 
domestic debt and of converting foreign debt into national currency in 
the official statistics of the various countries» Some of those 
differences, often arising from widely divergent concepts of the •• 
national debt and, in particular, of"the internal, floating 'debt, are 
indicated in tho notes to Table 13* For these" reasons, as well as for 
others discussed in the text, international comparisons of public debt 
are often of dubious value. The data in Table 13 may at best be taken 
as sufficient to indicate the general magnitude of the direct cental 
government debt and its major components for each of the countries under 
review» 

/Table 13, 
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Table 13. Central. Government Debt in Latin America
0
 1938-1950 

(In millions of national currency units) 

31 December 
. . . ^ • • 

Countries' Í938 1945 1947 1948 1949 1950. 

Argentina l/ Cji*™*) 

Domestic: 2/ 
Long-term —\ . . 3,145 
Short-term2/ 594 

' 7,312 
3,396 

10,546 
3,815 

12,174 
5,830 

• • 
• • • • 

• • 

Total - domestic 

(gross) 3,739 

Foreign Í«0í>í> 

10,708 

534 

14,361 

•102 
18,004 

67 

• • 

''61 

• * 
• • 

Total debt (gross) , 4,79.4 
Long-term (net)^4,018 
aicrt-term (net)? 429 

11,242 
7,414 
2 ¿485 

• 14,463 
9,890 
2,499 

18,071 
11,235 
2,290 

13 ,*540 
2,201 

14,* 451
a

/ 
2,192

a

/ 

. Total debt(net)^ 4,447 9,899 12,389 13,525 15,741. 16,643
a

/ 

Bolivia (bolivianos) 

Domestic, .. 450. 
Foreignl/ 2,108 

753 
5,292 

1,138 
5.650 

1,695 
5,829 

1,968 
6,008 • * 

Total 2,558 6,045 6,7 88 7,524 7,976 

Brazil (cruzeiros) (1939] ) • 

Domestict • 
Long-term y 4,944 
Short-term-^ 2, £41. 

7,895 
11,642 

10,063 :

 6,200 
10,417 
5,300 

10,428 
10,200 

• • 
• * 

Total domestic • 7,485 19,537 16,263 15,717 20,628 • • 

Foreign
2

/ ,10,212 . 7,252 7,228 7,006 5,235 3,671 
T

otal debt ,17,697 .26,789 23,491 22,723 25,863 • • 

Chile (pesos) 

Domestic': 
Long-term. 1,489 
Short-term 24 

3,866 
182 

4,290 
. 551 

4,134 
414 . 

4,279 
392 

• • 
• * 

Total domestic
1

^ 1,513 

Foreign
2

^ 2,345 

4,048 4,841 4,548 4,671 0 0 Total domestic
1

^ 1,513 

Foreign
2

^ 2,345 2,642 2,405 2,2^5 2,149 • • 

Total dobt 3,358 6,690 7,246 6,783 6,820- • • 

Colpmbia (pesos) 

Domestic , 81 
Foreign

1

/'' 97 
206 
102 

334 
148 "" 

369 
170 

360 
152 

• * 
• • 

Total . 178 308. , 482 539 512 

/ .(continues) Costa Rica 
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Tabic 13» (continued) 

31 December 
Countries ..1938 • . 1945 1947 1948 1949 19£0 

Costa Rica (colones) 

Domestic / 
Foreign

1

' 
31,7 

105 c 9 
95-4 

150c3 
113*6 
145 «8 

(9 . 
0 0 I60.4

d// 

Total 138.6 245.7 259.4 © « • . • . 

• * • . j. 
Cuba' (nesos) M 

* 

Domestic: 
Long-term " 
Short-term. 

7.6.. 
90*0 

. 7.2
a / / 

. fi e 
. 7 4 ^ 
O O A 

. . « . 
9 a 

32.0 
• 99 

Total domestic 

Foreign"^ 

97.6 0 . . » • • 0 0 * • 9 Total domestic 

Foreign"^ 149.1 97,5
a / 

860 • * . . • 72.5 

Total debt 246.7 • 0 0 . . « • Q ... 
Dominican ¡Republic 
(pesos) ' (1937) 

Domestic 
Foreign 

'2*6 
15.7 

• « e 
Q e e 

15.3' ' 25-3 
lal 

26<»1 
0.6 

a 0 0 
• c? ® 

Total ' . 18.3 
1 ... • • 16.6 • 26 26.7 • 

Ecuador (sucres) . • 

Domestic , 
Foreign

1

/ 
25.63 

369.71 
121=93 
491.31 

121.02 
517.58 

111.81 
530.09 

111,45 
530,63 

117.20' 
558

o
00< 

Total debt (in 
million sucres) •

 1

 • '395.34 '613.24 638.-60 641.90 642.08 675.20 

Guatemala / 
(quetzales)

3

' 
• 

Domestic , 
Foreign

1

/ 
4.7 

14.2 
2.9 
3ol 

4,8 
O08 

6.0 
0.7 

14 o0 
0.7 

• • * 
r © 0 

Total 18.9 6.0 5.6 6.7 14,7 «Of 

Haiti ( g o u r d e s . 

Domestic/^. 
Foreign ' 

. 3.6 
40=3 

3»6 

49,3 

41.6 
' .llo? 

37.0 
8*4 

34.4 
5.4 

orV O 

2 s>4 
Tptal 43.9 52.9 52.9 ' 45.4 39.8 40a 6 

Honduras (lempiras )a/ 

Domestic: 
Long-term. 
Short-term 9.8 

. 3.3 
' -' 7.4 

. 2.7 
•'• '7.7 

2 ©2 
. 8,3 

1.7 
9.9 

ace 
• 0 0 

Total domestic 
Foreign

1

' 
" 14» 8 

5.9 
10.7 

, . 3.1 
10.4 10.5 

1.9 

11.6 
1.5 

«00 
• • » 

Total debt 20.7 13.8 12.7 12.4 13.1 • . 0 

/ (continues) Mexico 



E/CN.12/217/Add.13 

Page 56 

Table 13. (continued) 

Countries 
31 December 

I . • ' , . . . 

Countries 
1936. 1945 1947 1948 . . 1949 " 1950 ' 

Mexico -(pesos) • • • ' 

Domestic: 
Long-term 
Short-term 

173.2 
71.6 

1,063.2 
134.2 

1,558.5 
195.8 

1,958.6 
200.4 

2,040.9 
226.5 

... 
Total domestic 
Foreign^/ 

244*8 
1,237.9 

1,197.4 
•240,6 

1,754.3 
•240.6 

2,159.0 
,235.5 , 

2,267.4 -
•230.1 

. . . ... 
Total debt 1,482,7 1,438.0 1,994.9 2,394.5 2,497.5 O . . 

Nicaraqia- (cordob. 

Domestic: 
Long-term 
Short-term 

as.) 

2,3 
0.4 

3.1 
1.9 

16.3 
11.3 

17.3 
11.3 

6,1 
30.0 

1.7
a

/ 

Total 
Foreign 

2.7 
• 23.5 

5.0 
v 24.2 

27.6 
,19.6 

28,6 

18.6 

36,1 
16.5 

; 40.72// 
10.3S/. 

Total . . 
Panama (balboas) 
Domestic 
Foreign 

.26.2 

2 . 5 ^ 
17.8

a

/ 

: : 29.2 
;

 1.3 
16.0 

•47.2 

" 6 * 7 
15.7 

47.2 

10.5 
- 15,. 5 

52.6 

12.1 
15.4 

. : -51.03/ 
• « * 

... 
Total 20.3S/ 17. 22.4 26.0 27.5 . . . . . . . 

Paraguay (¿uarani-

Domestic/-
Foreign

2

' 

es ) • 

33.9 
31® 6 

s 

43.8 
45.2 

50.1 
48.2 

75.8 

45.7 
111.7 

43.4 

. . « 

• . . 

Total 

Accrued interest 

65.5 

3.7 

89.0 

2.5 

98.3 

2.6 

121.5 

2.8 

155.1 

3.2 

. . . 

' • • • 

Tot'al 69.2 91.5 .„ 100.9 . 124.3 158,3 ... 
Peru (soles) 

Domestic: 
Long-term 
.Short-tC3^m • 

74.0 
206.3 

249.0 
709.6 

529.1 
.610.8 

550.9 
613.1 

549.7 
692.4 

... 
0 * . 

Total domestic 

Foreign l/ 

Total debt 

.. . 280..3. 

• 498.0 

778.3 

. 958.6 

' 637.4 

1,596.0 

1,139.9 

631.2 

1,771.1 

1,164.0 

. 514.2 

1,678.2 

1,242.1 

447.4 

1,689.5 

. . . 

» c • ... 
El Salvador (colones) 

Domestic,
;

 3*5 
Foreign!/'. .. '...33*2.' 

0.8 

45.9 
2.3 

35.2 
... .... ... 

28.1 
• • * / 
26.1

c / 

Total • 36,7 • 46,7 ... ... 
— - ; -

••• • 
/(continues)' Uruguay 
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31 Dccembcr 

Countries •1938 1945 1947 1948 

Uruguay (pesos) 

Domestic: 
Long-term / 
Short-term-

1

-' 

Foreign^/ 

Total debt. 

Venezuela (bo11ya-
res)

3

' 

Domestic debt"^ ' 

250 08 
12.1 

499*7 
6.8 

379o5 637*7 

147«3 129.4 125.0 122 c5 

J.%9:.: _ 

698.9 
« O 

119*6 

1950 

761.3 

116 

410.2 635*9 704o5 760.2 SIS» 5 a?8,l
e

' 

.8
e

/ 

7 

•3.0 24.6 • 31*0 23.0 •22.7 14,5 

General Source: United Nations, Department of Economic Affairs, 

Public debt 1914"1946o (L
a
k

e
 Success, 1948). 

a/ 30 June. 
h ¡ 1938: 28 February; 1945; 1947: 30 June; 1950: 31 July 
c/ 31 August 
d/ 1938-1949:: 30 .September; 1950:. 31 July. • 
e/ Estimates. 

Notes anjd Sources 

Argentina 

Sources: 1938-1948: H^moria de la Contaduría Gene_ral de la Nacion 1 
1949, 1950: Statement of Minister of the Treasury in the' 

;lget estimates for 1951-52, Congressional debate on tl 
• as reported in, International' Financial News Survey 
(International Monetary Fund)"," Vol. Ill; No. 15, October 13, 
1950, p

e
 124; Banco Central de la República Argentina, 

Memoria Anual 1949, p. 89. 

Notes: 1/ Data refer to central government debt; however, they do 
not include the debt of the "autonomous agencies" 

(autarquías). • ' • • 

2/ Gross debt; i.e., including bonds held by the Treasury. 
The figures for 1945-1948 also include the debt of the 

Junta Reguladora de la Producción Agrícola (Administrative 
Board.for Agricultural Production) to the Central Bank and 
the Banco de la Nación which was consolidated in 1944 and • 
became a direct obligation of the- Treasury when the "Junta" 
was disestablished and its functions were talc en over by 
IAPI (see also .footnote 4)-. 

2/ Gross liabilities of the .Treasury. 

• 4/ Net long-term debt (domestic and foreign); i.e., 
excluding bond-s held by the Treasury1945-1949: 

including debt of the "Junta Reguladora"' referred to in 
footnote 2/ in .the following amounts: 1945: 693.3 
million pesos; 1947: 560,4; 1948: 252,6; 1949: 196*6. 

hi Net short-toám 
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Net short-term debt, corresponding to the difference 
between Treasury assets and liabilities, ~ 

&/ Total amount shoxm for 30 June 1950 not comparable to 
those of previous years as "net long-term debt" does 

not include tho debt referred to in footnote ¿/, nor the 
"Bono do Garantía" (Art* 4, Law No. 12, 160) which amounted 
to 358 million pesos at the end of 1948» 

Bolivia 

Sourcos:. Communication from the "Dirección General de Presupuesto 
Crédito Publico y Amortizaciones" (20 March 1950). 

Note: l/ Foreign debt,, except for h Sterling 0*33. million in • 
. . 1938, consists solely of United States dollar 

obligations; conversion ratos: 1938: 100 bolivianos
 =

 £ 1; 
21*85 bolivianos * 1 U.S. dollar; 1945-1949: 42 bolivianos 

. a 1 U.S. dollar. Figures shown include arrears of interest 
from 763 million bolivianos in 1938 to 3,485 million in 
1949. • ' - • 

Brazil 

Sources: Contadoria Geral da Uriiao: Balancos Gerais da Uniap; 
Anuario Estadístico do Brasil; Boletín do Consolho Técnico 
de Economía e Fin en cas

9
 July 1950 and. Au.cust 1950; Banco 

do Brasil" Relatorio, 194S end 1949; Brazilian Treasury-
Delegation, N.Y. 

1/ Short-torn debt; currency in circulation, formerly 
reported as part of the short-t^rm debt, has been 

excluded throughout the period under review; 1947-1949: 
Figures are rounded to the nearest 1C0 million cruzeiros. 

Foreign debt: excluding French franc obligations 
amounting to''approximately. 502' million francs throughout 

the period under review, for which tho equivalent amount in 
United States dollars has been deposited in the Banque de 
France for the purpose, of repayment in.accordance váth the 
Acordo de Liquidicao of 8 March 1946. Sterling and dollar -
debts have been converted at the follovAng rates (in 
cruzeiros por is 1 and cruzeiros per 1 Ú.S. dollar 
respectively): 1939: 71.06

c
 16.64; 1945: 67.55, 16.54. 

1947, 1948: 72,00. IS.72. 1949 1950: 69.88 18.72. 9 w ' } . | 

Sources: Ministerio de Hacienda, Informe sobre el Estado de la 
Hacienda Publica; Sxposición sobro el Estado de la 
Hacienda Publica» 

Notes: 1/ Domestic debt excludes, government-guaranteed obligations 
(garantías fiscales) amounting to .366.6 million posos 

on 31 December 1949. 

2/ -Foreign,debt excludes. United States. Export-Import Bank 
guaranteed. loan, mounting to 1,389 ndllión" pesos at. the 

and of 1949. 
/Colombia, • . 

Notes: 

Chile 
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Colombia 

Sources: 

Notes: 

1938-19^8: United Nations, Department of Economic Affairs, 
Public Finance Information Papers, Colombia (Harch 1950); 
1949: Departamento d e Contraloría, Informe Financiero £ 
. Anexos, 1242.» 

l/ Foreign debt includes amounts outstanding in respect of 
Export-Import Bank credits, as follows (in millions of 

pesos): 1942: 9.3; 1945: 24.1; 1947: 25»4; 1948: 35.0; 
1949' 30o9* Foreign debt in currency of issue (including 
arrears of interest) amounted to 87.6 million pesos and 
£ 1p9 million sterling at the end of 1938; 71.2 million 
pesos and £ 2 . 3 million sterling at the end of 1949. 
Rates of conversion used: 1938: 1 UoS#.dollar = 1 poso, 
£ 1 sterling ~ 5 pesos; 1949: 
h 1 sterling « 7<,92.pcsos

0 

1 U.S. dollar « 1*96 pesos, 

Costa Rica 

Sources: United Nations, Department of Economic Affairs, Public -Debt 
1914-1946, Public Finance Data^JSosta Rica 1938-1948» 
Ie/ciCS/JVAnnex 2377*14 April 1949; 1950: Revista del 
Banco Central de Costa Rica, N. 3, September 1950, p. 12." 

Notes: 1/ Foreign debt, 1938-1947,'includes arrears of interest; 

1945, 1947j 1950: including Export-Import Bank loans: 
1945: 11.2 million colones; 30 September 1950s approximately 
7 million colonos at the current official exchange rate 
(5.67 colones per United States dollar); debt for 1938-1947 
converted at the following rates: 5»62 colones sr 1 colon; 
26.5 colones = h 1 sterling; figure for September 1950 may 
not be exactly comparable -with those of previous years as . 
no breakdown was given In the source indicated above. 

Cuba 

Sources: Cuba Económica y Financiera, Havana, August 1950, pp. 
18-19. 

Notes: ' 1/ Foreign debt consists of United States dollar 
obligations shown at parity. It does not include 

Export-Import Bank credits whose amount outstanding on 31 
July 1950 was 9.9 million pesos and obligations under the 
Sugar Price Stabilisation Law which amounted to 3.5 ' 
million pesos on 28 February 1938 and had been.fully 
amortised by July 1950

o 

Dominican Republic 

Sources: Secretaría de Estado del Tesoro y Crédito Publico, 
ilemoria del Año 1949« Boletín de Hacienda, "Vol. III 
No. 2, July-December 1949

 s
 pp.' 54-85. 

Ecuador 

Sources 

Notes: 

Banco Central del Ecuador, Boletín, . July-^August 1950, p.170. 

l/ Including unpaid accrued interest; including"Ex-Imbank 
loan: 1945:

 ;

 $ 0.83"millioaj ' 1947: 6.59; 1948: 
6*91; 1949=6.34; 1950 (31 A u g O Y 6.31. Converted at official 
seelling rates, 1938: 1 U.S. dollar r 14-13 sucres; 1945-

1950: 13.50- sucres per U.S. dollar.' i ' 
/ Guatemala 
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Guatemala 

Sources: United Nations, Department of Economic Affairs, Public_Debt 191k-
1946; Public Finance Data,' Guatemala, 1 9 2 8 - 1 2 ^ XDoc* s7ciCs731/ 
Annex. 23 f 12. April" 1949); 1948-1949 :• • jTh* Adler, S

P
 Schlesinger 

and E*C» Olson, Pj^ic. Finance^ ¿¿id Economic Development in 
Guatemala - Report of a New York Federal-Reserve Bank Mission to 
Guatemala, in 19,50 at the request of the Guatemalan Central Bank 
(New York 1950)o . 

Notes: ]J Foreign debt; 1947-1950, consists solely of United States 
dollar obligations shown at par (1 quetzal = 1 dollar)« 

Haiti ' 

Sources: Banque Nationale de la République d
T

Haiti, Rapport Annuel Du 
Department Fiscal; Monthly Bulletin of the Fiscal Department;

; 

United Nations, Mission to Haiti (Report of the United Nations 
Mission to Technical Assistance), July 1949» 

Notes:. . 1/ Domestic debt includes fiduciary currency (nickel coins) 
amounting to 3 m i l l i o n gourdes© 
2/ Foreign debt excludes-an Export-Import- Bank loan granted in 
1941 to the Societe Haitiano-Mericaine de Developpement Agxicole 
on which the principal amount outstanding at the end of 1949 was 
3 *97.million gourdes

D 

Honduras 

Sources:' United Nations, Public Debt 1914-1946, Informe de Hacienda
? 

Crédito Publico ¿L Comercio, '1948 £ 1949 •> 

Notes: l/ Foreign debt, consisting solely of sterling obligations; 

converted at the parity rate of 10 lempiras * 1 pound sterling® 

Mexico 

Sourcess 1945-1949, Compendio Estadístico, 1950<1 

Notes: 1/ Foreign debt: bonded debt only, excluding floating debt and 
claims .arising from the destruction of foreign assets durirg 

the Revolution and from r v>sequent expropriations of foreign 
assets o The considerajIo decrease from 1938 to 1945 is due 
largely to t ho reduction of the amount outstanding, on the basis 
of .1 dollar =¡ 1 peso, in accordance vdth the agreement with the 

;, International Bankers/ Committee in November 1942» 

Nicaragua 

Sourcos: Revista Trimestral del Banco Nacional de_ Nicaragua, Vole IX, Nos• 
36-37, January-March, April-June 1950; p. 31» 

Panama 

Sources: 1938: United Nations, Public Debt 1914-1946; 1945-1949: 
Estadística Panameña (Contraloría General, Dirección de 
Estadística y Censo), Voló 9 No. 1, January 1950, p. 25® 

Paraguay. 

Sources: Banco, del Paraguay, Division de Investigaciones Económicas. 
Boletín Estadístico, Nos. 1 and 2 (1949, 1950). 

Notes: 1/ Domestic debt includes "Operaciones de Crédito" and "Bonos 
de £¡mi$ion

rí

 not classified as internal debt in the original 
sources; these items totalled 12©8 million guaraníes at the end 
oj£ 1942 and 7.8 million at the end of 1949» 
2/ Rates of conversion not indicated in the original source» 

/ Peru 
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Peru 

Sources: Contraloria General, Balance y Cuenta General de la 
República. 

Notes: l/ Foreign debt converted at. the following parity rates: 
3.57 soles * 1 U.S. dollar; 13.38 soles - 1 pound 

sterling. 

El ¡Salvador 

Sources: 

Notes: 

Uruguay 

Sources: 

Notes: 

H.C. Wallich y John H. Adler, Proyecciónos Económicas de 
las Finanzas ffiblicas, Un estudio experimental en El-
Salvador . M e x i c o , D > . , 19497,'pp. 229-237". Foreign 
Bondholders Protective Council, Report 1946_ through 1949, 
(New York 1950), pp. 192-197c ~ ~ 

1I Foreign debt includes Export-Import Bank loan, on 
which the principal outstanding on 31 December 1949 

was 0.97 million colones. 

Contaduría General de la Nación, Revista de Indices 
Económicos 1946-1950; ^eply to Joint United Nations-
International Monetary Fund Public Finance Questionnaire 
(January 1951). 

ij Short-term debt, excluding Central Bank advances on 
current account which are reported net of cash 

balances held with the Bank. 

2¡ Foreign debt: excluding amounts outstanding in respect 
of United States Export-Import Bank loans, as follows 

(in million of pesos): 1945: 4.15; 1947: 3.64; 1948: 
3.32; 1949: 3«04. 

Venezuela 

bources: 

Notes: 

United Nations, Department of Economic Affairs, Public. 
Finance Surveys^ Venezuela (New York, 1951)* 

1/ No direct foreign' debt outstanding since 1930; 
Government-guaranteed Export-Import Bank credits 

to autonomous institutions, net of cancellations and 
expirations, amounted to 15o5 million bólivares between 
1941 and 30 June 1950. Of this total only 8 million 
Éolivares heve been disbursed by Exdjnbank; 4.4 million 
have been repaid, thus leaving a principal amount 
outstanding of 3.6 million on 30 June 1950. 

/during the 1940
7

s. 
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during tho 1940
T

s. Many of those institutions, particularly those engqged 

in financing public economic development projects, or in extending 

loans for similar purposes .to tho private sector j have the power to 

borrow on tho private market> usually through the issue o f securities 

guaranteed by the central government. Government trading corporations, 

such as the "Instituto Argentino de Promoción del Intercambio" (IAPI) 

are authorized to borrow from the commercial, banks in the< course of 

their normal, operations. The indebtedness of 'autonomous institutions, 

being considered as an "indirect debt" of tho central government, is 

not included in the official public debt statements of the various 

countries'and is not reflected in the totals shown in Table 1, which 

comprise only the direct debt of the central governments. The indirect 

or guaranteed internal debt of' autonomous agencies has become of 

increasing importance particularly in the larger countries (Argentina, 

Brazilp Chile and Mexico). . Owing to the lack of sufficiently 

comprehensive daté'on this type of gpVermont debt it • has not been 

possible to take it into account in the present survey,, It is 

reasonable to assume,. however, that the'inclusion of the debt of the 

• autonomous institutions as part'of the indebtedness of tho entire 

central 'government sector, would affect, in varying degrees, tho 

magnitude of. its changes in volume and composition in most Latin American 

countries, but not the direction of those changes since the pre-war 

period. 

The second qualification arises from the change in the nature • of 

'foreign borrowing during 'thó period under review. Most of tho foreign 

loajis received by the Latin Amoricaii countriessince"tho 'mid-1930's 

have been of. an inter-"governmental character and consist largely of 

credits granted by the United States Export-Import Bank.i/ 

l/ There have also been certain special-credits extended by certain 
war and post-war Unit od" States Government ''Agencies' '('Lend-lease, 
Foreign liquidation Commissioner, Maritime Commission, etc.)-. 
The outstanding indebtedness in respect of those so-callcd 
"property credits" for all of Latin America at the end of 1949 
was 55 million dollars; Cf. -̂aoj/ nal Advisory Council on 
International Monetary and Financial Problems, Semi-annual Report 
¿9 the President and thje Congress, October !L, 1949 - March 31 > 
1950, (Washington, D.C., July 1950), p. 52. 

/Since 1948 
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Since 19bo the International Bank has become the second major source of 

foreign borrowing in Latin America* Mtfst" of the Exim Bank credits and 

all of the International Bank locus have been granted to subsidiary 

government institutions and, in some cases to private corporations, 

•with the guarantee of their respective governments.» Except for certain 

Export-Import Bank loans granted dircctly to the governments concorned
f 

the loans of these two agencies are not included in Table 13* 

The following account cf public debt develo pnents in Latin America 

since the pre-war period is devoted largely to the direct central 

government debt of the various countries« It will be treated under the 

following headings: 

Trends, in Foreign Debt, 

Changes in tho Real Volume of National Debt; 

Absorption of Internal Debt» 

•• •" A final section will, however, deal briefly-with the government 

guaranteed loans of tho Export-Import Bank and the International Bank 

for Reconstruction and Development» 

Foreign Debt 

Tho existence of substantial foreign exchange reserves accumulated 

during the war by most Latin American countries coupled with a desire 

on the part, of several of these countries to improve their foreign 

credit standing which had been impaired by the defaults of the post-

depression era, account in largo part for the concerted drive in the 

post-war period on the part of most of the Latin American Governments 

to liquidate their pre-war foreign indebtedness, or to offer debt-

adjustment plans designed to .improve the prospects of uninterrupted 

service in the future. 

By the end of 1949 three countries, Argentina, the* Dominican 

Republic and Haiti had almost fully repatriated their national foreign 

debt o 

Argentina's national foreign debt had been reduced to 61 million 

pesos at the ond of 1949 and to an -e stimatod 37-8 million pesos at 

the end of 1950 as compared with 1,055 million in 193S* The Dominican 

Republic's foreign debt was reduced from 15.7 million pesos in 1937 to 

0.2 million in 1949• ^he remaining 0.4 million pesos making up for 

the total of 0.6 million shown in Tabic 1 represent the amount 

/outstanding 
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outstanding in respüct of Import-Import Bank credits obtained since 

1941 •• In" 1947 the Haitian Government redeemed at par all of its foreign 

bonded debt through the issue of an internal loan of 10 million gourdes^ 

The reduction of the foreign bonded debt of Brazil,. Chile, 
1 / 0/ 

Colombia— * El .Salvador, Mexico, Nicaragua, Panama, Paraguay—
7

, Peru • 

and Uruguay was largely the result of the debt -ad j us taent plans put 

into operation since the pre-war period and tho resumption of service 

under these plans. These adjustment plans vary considerably from 

country to. country* Generally, they provide for a permanent settlement-

of outstanding issues, usually by exchanging the old bonds for new ones, 

in most cases at par and in certain others (e«g. Brazil and Mexico) 

with considerable reduction of the nominal value of the origianl issues o 

The plans usually provide for reduced interest rates and extended 

maturities, for cancellation of part cf the interust arrears and. for 

settlement of the remainder through cash payment or funding into bonds' 

of a new issue. 

Of the remaining countries, Cuba had reduced its dollar bonded 

indebtedness by more than 50 per cent since 1938* through repurchase of 

throe issues, between 1946 and 1949, and througn regular 'amortization 

payments on other issues after thy settlement .(ift 1938) cf-the debt' . 

incurred by the Machado. Government, which had been in default since 

1933 Honduras1 foreign bonded debt consisting entirely of sterling 

obligations had also been reduced through normal amortization payments 

from 5*9 million lempiras in 1938 to 1*5 million at the end- of 1-949 

l/ The increase cf '.Colombians foreign debt in terms of national -

currency shown in Table 1 is due partly to Export-import Bank loans 
(from, 9.3 million pesos in 1942 to 30.9 millions at the end of 
1949) and-partly to changes in the rates of conversion, from 1 
U.S. dollar & 1 peso and 1 pound sterling = 5 pesos in 1938 to 1*96 
pesos per U.S. dollar and 7*92 poses per 1 pound sterling in 1949o 

2/ No details on the composition of Paraguay's external debt and tho 
conversion rates used are available so as to bo able to explain the 
apparent increase shown in Table 1 . -The Paraguayan Government, 
however, put into operation a debt adjustment agreement cn its. 
sterling-obligations in 1944 under which it has apparently 
maintained full redemption ahd interest service since that time.

 ; 

/ Guatemala's 
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Guatemala's external debt decreased fren 14.2 million quetzales in 

1938 to .0*7 mi-llion in June 1949 through n o m a l repayments cn its dollar 

debt and redemption of its sterling bonded debt in 1944 and 1945* The 

data in Table 13 do not include, beginning in 1947» sterling obligations 

amounting to approximately 427 thousand'pounds sterling, which had 

remained outstanding after the Government redemption offer on all 

sterling debt at par plus interest accrued to June 30
;
 1944, was closed 

on August 20, 1945¿/. These obligations are apparently no longer 

considered as outstanding by tho Guatemalan Government. 

Bolivia announced a debt adjustment plan cn its dollar bonded debt 

in 1948 but has not yot placed it into operation. Costa Rica and 

Ecuador remain in default on their outstanding foreign bonded debt. 

Finally it should bo mentioned that the Venezuelan Government had 

repaid its foreign debt by 1930> and, with the exception of relatively 

small Export-Import Bank credits totalling 15»5 million dollars between 

1941 and 1950, had not borrowed. abroad since that time. 

The repatriation or partial liquidation of tho foreign debt, 

coupled with tho substantial increase in domestic debt in most of the 

Latin American countries, had radically changed their central government 

debt structures since 1938• This is brought out by the data in Table 

14. 

Table 14» Relative Importanco of Foreign Central Government 
Debt, 1938 and 1949 ^ 

(Percentages of total Central Government D e b t ) ^ 

Countries 1938 1949 Countries 1938 1949 

Argentina 23.7 0
o
0 4 Haiti 91.8 13.6 

Bolivia 82„4 75.3 Honduras 2C-.5 11.5 
Brazil 57,7 20.2 Iloxico. 83.5 9.2 
Chile 60,8 31.5 Nicaragua 89.7 31.4 
Colombia 54.5 29.7 Peinaría 87.7 56.0 
Dominican Republic 85«8 2.2 Paraguay 48.2 28.0 
Ecuador 93.5 82.6 Uruguay 35o9 14.6 
Guatemala 75.1 4.8 

a/ Central government debt as defined in Table 13j the percentages for 
1949 would be somewhat higher for certain countries if United States 
Export-Import Bank credits and International Bank loans were taken 
into account. 

l/ Cf. Foreign Bondholders Protective Council, Inc., Report for Years 
1946 through 1949.a .(Wow York, 1950), p* 234.' 

/it will be 
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. It will be noted that for eleven of the fifteen countries for which 

comparable data arc.available^/, foreign debt represented more than 

fifty por cent of total national debt in 1938® By tho end of 1949 this 

was time of only throe countries (Bolivia, Ecuador and Panana)o The 

purcontagcs for tho remaining countries ranged from 31*5 for Chile down 

to practically zero for Argentina. Those percentages would be somewhat 

higher for certain countries if Export-Import Bank credits and 

International Bank loans were included The foreign debt transfer 

burden of most of the Latin American republics has been substantially 

reduced-as a result of the reduction in the principal outstanding, 

lower interest rates on tho refunded new issues and extended maturities 

under the various adjustment plans*. Tho devaluation of sterling in 

September 1949 was an additional factor toward this' and for countri.cs 

whose foreign debt includes sterling obligations. 

Changos in the Real'Volume of Rational Debt 

The chango in structure of the national debt of the Latin American 

countries shown in Table 14? as already noted, is also due in largo 

part to tho substantial increase in fVmestic debt. This is true of 

most countries, with tho exception of Honduras, El Salvador and 

Venezuela, as nay be seen from the figures in Table 13 and reflects 

the recurrent •• budget déficits-of mo.st Latin American republics during 

the 1940
T

s.
2

 / 

The inflationary price rises in Latin America during this period, 

towards, which government deficits were one of the primary contributing 

factors, -particularly in the post-war period, had progressively 

devalued the domestic public debt. This is brought out by the 

comparison cf the level of national debt (domestic raid total), in terms 

of net national'income, in a pre-war year vdth tho same level in 1948 

or 1949., for tho eight countries for which" national income estimates 

arc available (sec Table 15)» 

l/Vc inoauola is not included in Table 14 since it has no foreign debt 
other than .the small Export-Import Bank loan referred to above. 

2/ It should be noted, however, that between 1943 and 1947 the increase 
•in-.-domestic debt_ in Argentina,

:

 Haiti and the Dominican Republic was 
in large part due to the- repatriation of their foreign debt.' 

/Table I j , 
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Tabic 15, The Level of Central; Government Debt, Selected Countries 

(In percentage of national income) 

Countries 

Argentina 

Total 
Domestic 

Bolivia 

Total 
Domestic 

Brazil 

1938 1939 1940 1948 

Total 
Domestic 

Chile 

Total 
. Domestic 

Colombia 

Total 
Domestic 

65 
50 

55 
23 

17 
8 

64 
7 

27 
12 

15 
10 

1949 

59 
59 

51 
13 

18 
14 

7 
5 

Mexico 

Total 
Domestic 

25 
4 

10 
9 

reru 

Total 
Domestic 

Uruguay 

Total 
Domestic 

Sources: 

80 
46 

44 
18 

21 
15 

53 
45 

Based on data shown in Table 13 end in Public Debt 1914-1946 
(United Nations, Department of Economic Affairs, * 194877' 
National income estimates (at factor cost) furnished by the 
National Income Section of the United Nations Statistical 
Office. 

/it "will be 
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•It will.be noted that .for all eight'-.countries total central 

government debt as a percentage of national income had decreased as 

compared with that of a pre-war or an early war year, despite the fact 

that in all these countries -the national debt had increased nominally; 

ranging from about 46 per cent for Brazil to more than three and a 

half'-times- for 'Argentina, over the comparable periods. The percentages 

relating to internal debt show decreases for four of these countries 

and relatively small increases for tho remaining four, thus indicating 

that the increase of domestic debt in absolute terms had not kept pace 

with the rise in money income« 

The figures in Table 15 may be taken as rough indicators of the 

relative decline in the over-all requirements for mooting interest 

payments on tho national debt in Latin America as compared with the 

pre-war period» This trend is, in all probabilities, true for most of 

the other, countries not shown in tho Tabl,.. It has not been possible 

to estimate this declino In absolute terms or in terms of budgetary 

expenditure because of tho lack of sufficiently comprehensive and 

detailed information on national debt service for most of tho Latin 

American countries» Tho central budget accounts generally include 

only part of the debt service which is often shown in a lump sum, no 

distinction being made between interest and amortization payments o 

Absorption of Internal Debt 

Tho ratios shown in Table 15, particularly those for 1949? appear 

low as compared with those of Industrially developed countries (e.g. 

the United States and the United Kingdom) where the national debt is 

nearly as high or is in excess of the national income. This comparison 

is misleading, however, as tho conditions of tho capital market are 

entirely different in tho two typos of countries. In the highly 

industrialized countries tho public debt is widely hold by institutional 

investors, individuals, and commercial banks, whereas in Latin America 

private investors -absorb only limited amounts of public debt. 

Comprehensive statistics on tho ownership distribution of the public 

debt are not. published in Latin America* The' rather incomplete data 

shown in Table 16 for five countries, however, may bo sufficient to 

give a cross-sectional view of tho ownership distribution of Internal 
j 

/public debt 
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public debt for most of the countries under review. . • . • 

The data for Guatemala, Mexico and Peru, where the Central Bank 

and other official credit institutions arc by far the predominant 

holders of public debt, are perhaps more representative of-the entire, 

region than those for Brazil and Argentina» In Colombia, for example ¿ 

public or semi-public institutions absorbed about SO per cent of the 

total increase in public debt between 194-1 and 1948¿^« In Paraguay 

81.6 per cent of the domestic national debt was held by the Banco del 

Paraguay at the end of 1949— * 

The data for Brazil in Table 15 do not give an accurate picture of 

the condition of the internal government bond market. This is true 

particularly in the post-war period, during which the Brazilian 

Government has relied principally on short-term borrowing to finance 

its budget deficits (see Table 13). Although the long-torn debt of 

the Federal Government had more than doubled between 1939 and 1949, 

largely through war-time issues, it remained relatively small at the aid of 

latter year (10,428 million cruzeiros) and had registered a negligible 

increase since 1946. The sizable holdings of government long-term 

issues by the Social Security Institutes, amounting to approximately 

20 per cent of the total at the end of 1947, consisted almost entirely 

of bonds turned over to the Institutes by the Government in part payment 

3/ 

of its contribution to the various social security services.— The 

principal source of short-term borrowing in Brazil.has been the Banco 

do Brasil. Since 1946 the second major source has been the forced 

sale of Treasury bills which exporters arc obliged to accept to the 

extent of twenty per cent of the value of their exports. This measure 

when first introduced in 1946 was intended to have anti-inflationary 

cffects by absorbing part of the increase in the money supply resulting 

from the export surplus * The Treasury bills are transferable, however, 

and have been sold to banks and other institutions and to individuals 

in the money market» The 20 per cent requirement has placed an undue 

burden on exporters to soft currency areas particularly during the 

l/ International Bank for Reconstruction and Development, The Basis of 
a Development Program for Colombia, (Washington, D.C», 1950), p. 
454. 

2/ Banco ^ el Paraguay, Boletín Estadístico^ No. 2, Dec. 1949, P* 2. 
3/ Report of the Joint Brazil-United'States Technical Commission (Rio 

de' Janeiro, February 7, 1949)* p.* 145* 

/Table 17. 
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Table 17. Ijej:Ab sorption of Gpvonimont Debt in Arpertina, 1946-1949 

(In Millions of Pesos) 

1946 

Social Security 
Institutes^/ 

Other Official 
Institutions 

Commercial Banks^/ 

General Public 

Of which: 

National Government 
debt 1,096 

Provincial and 
Municipal debt 30 

1947 

734 

44C 

1948 

1,497 

216 

1949 

2,626 

302 

•Total 

1946-1949 

521 1,099 1,714 2
S
249 5,583 

291 148 21.8. 890 1,547 

475 574 397 204 1,650 

-161 -639 -617 . -414 -1,831 

1,126 1,182 • 1,712 2,929 6,949 

5,953 

996 

Source: Banco Central de la República Argentina, Memoria Anual, 1946 

~ to 1949* * • ~ 

a/ 1947-1949J excluding bonds tendered by the Government in part 
payment of Its contribution to the social security services« 

b/ 1947-1949: including tho Instituto ilixto de Inversiones nobiliarias, 
a semi-public credit institution charged, among other things, with" 
the stabilization of the market for government and private , 
securities through "open market" operations. 

period of dollar scarcity, between the middle of 1947 and the end of 

1949. Whereas the exporters to hard currency areas, with dollar 

exchange to sell, were able to dispose of their Treasury bills with 

the banks at par, exporters to soft-currency areas were obliged to take 

discounts enabling the banks to realise 3d elds of as much as 12 per 

cent a year. 1 

3J United States Department of Commerce, International Reference 
Service, Economic Review of Brazil, 1949 5 - .Vol. VII,,. No. 53, 
July 1950, pp. 1-2;, Report of -the Joint'-Brazil-United State.s 
Technical Commission (Rio' de Janeiro, February 7, 1949) ? p.145 
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In Argentina the Social Sedurity Institutes have been by far the 

predominant source of government borrowing during the post-war period 

as nay be noted from.the data in Table 17• During the four-year 

period, 1946-1949* the Institutes have absorbed 5,583 million pesos 

out of a net issue of 6,949 millions of central and local government 

obligations
e
 Actually their purchases were confined entirely to long-

term National Government bonds, mid accounted for nearly 94 per cent 

of the net increase in the internal central government debt during this 

period (5,953 million pesos),» This percentage would be somewhat higher 

if government contributions to the social security schemes in the form 

of bonds, rather than cash, were taken into account* 

The other major sources of government borrowing were the autonomous 

government institutions (including the Central Bank) and the commercial 

banks. There has been, on the other hand, a substantial disinvestment 

in government securities on tho part of the.general public amounting to 

1,831 million pesos over the four-year period» 

As a result of these developments the Social Security Institutes 

have become tho principal holder of the Central Government long-term 

debt, accounting for about 51 per cent of the total at the end of 1949* 

At the end of 1948 only 27.3 per cent of the national long-term debt 

was held by private investors (private banks, insurance companies, 

individuals, etc»), as compared with 41«4 per cent.by the Social 

Security Institutes," 16.0 per cent by the Central Bank and the remaining 

15»3 per cent largely by other Government banks (see Table 16). 

The basic weakness of the Government bond market in Latin America 

is due primarily to the generally low level of savings and the 

consequent scarcity of investment capital* During the post-war period 

of business expansion, this condition has been further weakened by the 

heavy demands of private business for credit and capital, resulting in 

high interest rates against which most Latin American governments have 

been unable to compete• An additional reason for the weakness of the 

government bond market has been the traditional preference of the 

Latin American public for investing in real estate, a tendency which 

has been accentuated in the recent past by the continuous rise in the 

general price level since the pre-war period. This rapid price rise 

has devalorized the internal debt in most Latin American countries, 

thus causing bondholders to suffer a loss of real income and capital» 

/Export-Import 
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Export^Import Bank and International Bank Loans 

The leading operations in-Latin America of these two institutions up 

to 30 June 1950 are summarised, in Table 18» 

Total credits authorised by the Export-Import Bank,, net of 

cancellations and expirations,.amounted to $> 849.1 million since 1934« 

More than half of this total (i
0
e

ft
 $ 428*6 million).has been granted in 

the post-war period-between the middle of 1945 and June 1950* This was 

made possible by the Expor-Import Bank Act of 1945 which provided for an 

increase in the limit for outstanding loans and loan guarantees from 

$ 700*0 million to $ 3.5 billion* Of the total $ 849*1 million authorised 

$ 610.5 million had actually been disbursed by the Bank up to June 1950, 

of which $ 257*3 million had been repaid. Net lending by the Export-Import 

Bank to Latin America therefore amounted to $ 353*2 million up to the 

middle of 1950.., The principal net borrowers accounting for more than 72 

per cent of this total, are Brazil ($ 100
o
5 million), Mexico ($ 77o9 million) 

and Chile (¡jj> 76*4 million). 

Most of the Export-Import Bank loans to Latin America have been for 

specific industrial and agricultural development projects and have been 

tied to exports of materials, equipment or services of United States suppliers. 

The major exception has been a $ 125 million credit to a group of 

Argentine banks granted in May 1950. This credit is guaranteed by the 

Central Bank of Argentina and bears interest of 3*5 cent per annum» 

It is. designed to finance the repayment of Argentine commercial debts to 

United States exporters*. 

In contrast with the public loans floated on the private foreign 

markets before the depression of the early thirties, Export-Import Bank 

credits bear relatively, low interest rates. Credits to Latin American • 

countries have been granted for the most part, to autonomous government 

institutions with guarantees by their respective'central governments. 

Interest rates range between 3»5 and 4.5 V
0 T

 cent with 4 per cent as the 

predominant rate. 

The Export-Import Bank is very likely to continue to play an 

important role in development lending to Latin America even if primary 

reliance on this type of lending should be placed in the future upon the 

International Bank. According to a recent United States Government Report 

/Table 
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Table 18, Export-Import -iBank ,and ..International Bank Loans; 
to Latin America. - June 1950. 

(In Millions of Dollars) 

Country 

Export-Import Bank International Bank 

Country 
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D
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Argentina 125.6 0.6 0.4 0.2 
Bolivia 37 o 0 20*8 2.4 18.5 - - -

Brazil 183.1 167.4 67.9 100.5 90.0 b/ 75.0 36.8 
Chile 133.1 112,8 36,4 76.4 16.0 16.0 5.5 
Colombia 65.0 47.0 24.8 22 o 2 5.0 5.0 2.8 
Costa Rica 7.3 7.3 0.7 6*5 - - « 

Cuba 56.2 56.2 45 «9 10.2 - - -

Dominican Republic 3,3 3.3 3.1 0.2 - - -

Ecuador 27.8 13.8 2.7 11.1 - -

Haiti 14.7 10.7 6.2 4.4 - - -

Honduras 1,0 1.Ó 1.0. - - -

Mexico 148.0 129.2 51.3 77.9 60.1 50-1 c/ 12.7 
Nicaragua 4.7 4.7 3c4 1.2 - -

Panama 4.5 4.0 •2.5 1.5 -
-

-

Paraguay 6.2 6,2 2.5 i 3.7 - - -

Peru 0.4 0,4 0
t
2 0.3 - -

El Salvador 1.5 1.5 0.6 0.9 12, 5 d/ - -

Uruguay- 14.5 14.5 0.9 13.7 - - -

Vene zuela 15.5 8.0 4.4 3.6 - - -

Total |/ 849.1 610.5 257.3 p 3 . 2 183.6 146.1 57.8 

Source: Export-Import Bank of Washington, Tenth Semi-annual Report to 
Congress, Jan-June 1950; International Bank for Reconstruction 
and Development, Fifth Annual Report 1949-1950* 

a/ Cancellations and expirations have been excluded
0 

b/ Includes a loan of ijj> 15 millions granted on 26 May 1950, but not yet 
effective as of 30 June .'1950. 

c/ Reduction of & 10 million resulted from the refunding of a short-term 
loan of the same amount granted by the Bank on 16 Jan 1949^ out of 
partial proceeds of a subsequent long-term loan of 26 million 
granted on 28 April 1950. 

d/ Loan granted on December 14, 1949, but not yet effective as of 30 

June 1950 e., ' 
-e/" Details may not add up W totals . shown due to rounding. 
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the scope for annual net lending by the. ̂ ort-Irnport' Barlk in the near 

'future .ranges between" 200 and-400 million, dollars a ' y e a r . O n the basis 

. of the past'record this would mean'net, lending to Latin America by this 

institution at an annual rate of between 55 million to 120 million 

dollars. The Report also recommended that the Export-Import Bank*s lending 

authority be expanded by about 1*5 billion dollars, from the present 3„5 

to 5 billion dollars. This would enable the Bank to have sufficient funds 

available to finance economic development programmes framed -on & long^feferm 

basis. 

The lending activities of the International Bank have been limited in 

the first few years of its operations. During 1947 the Bank*s loans, went 

to Western European countries and were in large, part devoted to the general 

purpose of post-war reconstruction. With the introduction of the- European 

. Recovery Program the Bank shifted its emphasis to development loans in 

underdeveloped areas, 

The first International Bank loans to Latin America were granted to 

Chile in March 1948* Between this date.and June 1950 the Bank had granted 

loans totalling f> 183.6 million to five countries: Brazil, Chile, Colombia, 

Mexico and El Salvador (see Table 6). The major recipients have been 

Brazil (¡jp 90*0 million)'and M e x i c o - 6 0 . 1 ) . .. The latter figure includes a 

short-term loan, of $ 10 million which was. refunded out of the partial 

proceeds of a long-term loan of $ 26 million granted by the Bank in April 

1950, 

Practically all of the International. Bank loans to Latin America have 

been granted to finance the foreign exchange requirements of electric power 

development projects. The exceptions are ;two relatively small loans to 

Chile ($ 2.5 million) and Colombia ( $ 5 million) destined to finance the 

purchase of agricultural machinery. 

The loans have been granted to auntonomous government institutions and 

to private corporations with government' guarantees.• 

Interest on tho Bank loans (including commission) ranges between 3*5 

and 4.5 per cent with latter rate as the predominant one. 

1/ Report to the President on Foreign Economic Policies (Washington, 
D.Cp, Movember 10, 1950), pp. 63-66. 

/During the latter \r. 
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During the latter half of 1950 the Bank has granted a $ 33 million 

loan to Uruguay for the expansion of electric power and telephone 

facilities, two loans to Colombia for similar purposes, totalling $ 6,1 

million,'and a $ 10 million to a consortium of Mexican banks and 'Nacional 

Financiera," the official financing agency of the Mexican Government. 

The last mentioned loan is in the form of a line of credit under 

which the consortium will obtain funds for financing the cost of imports 

required for specific development projects submitted by Mexican firms and 

approved by both the consortium and the Bank. This new type of loan is 

primarily intended to meet the needs of smaller private enterprises, whose 

investment prograjOTS^ although individually on a rather modest scale, would 

as a whole.make a significant .contribution to the economic development of 

the country. 




