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iulî-i; ¡rìSP; 





BIBLIOTECA NâCIORES UHIDAS iffiXICO 

ECONOMIC COMMISSION FOR LATIN AMERICA 

the latin american 

economy 

in 1965 

e x e e o r p t f r o m 

E C L A s t m r v e y 

I 
ED NATIONS 



UNITED NATIONS PUBLICATIONS 

Sales N9: 66.11. G„ 8 

Price: $ 0S 75 



G r o w t h r a t e 

In 1965 the Latin American economies imp-
roved upon the relatively high growth rate for 
1964, and for the second successive year there 
was an appreciable rise in the level of activity. 
The gross domestic product for the region as a 
whole rose by 6. 2 per cent in 1962 (as against 
6 per cent in 1964), and the average annual 
increase in the per capita product in the past two 
years was slightly over 3 per cent. 

This expansion to some extent reflects a 
recovery from the unsatisfactory situation in 
1962 and 19630 Hence, despite the recent imp-
rovement, the average growth rate for the whole 
period 1960-65 was only 4. 5 per cent, with a per 
capita growth rate of 1. 6 per cent, a rate slightly 
below that for the fifties. 

It should also be noted that the increase for 
1965 was largely determined by the turn taken by 
the economy in Argentina and Brazil, which to-
gether account for half of the total gross product 

for Latin America. The Argentine domestic prod-
uct, which had declined in 1962 and 1963, rose 
by 8.6 per cent and 7.8 per cent, respectively, 
in 1964and 1965. In Brazil economic activity had 
remained at the same level during 1962 and 1963, 
and expanded by 3 per cent and 7. 3 per cent res-
pectively, in 1964 and 1965. For the remaining 
Latin American countries as a whole, 1965 was a 
much less favourable year, since the growth of 
the gross per capita product was 1.9 per cent, 
almost the same as in 1963, and much below the 
3.8 per cent achieved in 1964. 

The differences in the recent economic evo-
lution of these two groups of countries are linked 
with the extent to which the domestic economies 
are affected by the trends and fluctuations in 
external transactions. This is confirmed by com-
paring, over a more extensive period, the move-
ments of real income and of the purchasing power 
of exports. 

LATIN AMERICA: EVOLUTION OF THE GROSS AND TOTAL PER CAPITA PRODUCT 

(Cumulative annual rates) 

1950-55 1955-60 1960-65 1960-61 1961-62 1962-63 1963-64 196/^-65a/ 

Total gross product 

Latin America excluding 
Cuba 5.0 4.7 4 .6 5.1 3 .8 2 .0 6 .0 6 .2 

Argentina 
Brazi l 

3 .2 
5.7 

2.7 
5.9 

2 .8 
4 .9 

6 .0 
7 .3 

- 2 . 9 
5 .4 

- 4 . 6 
1 .6 

8.6 
3 .1 

7 .8 
7 .3 

Argentina and Brazi l 4 .5 4 .5 4 . 1 6 .8 1.9 - 0 . 8 5.2 7 .5 
Latin America excluding 

Argentina, Brazil 
and Cuba 5.6 4 .9 5.1 3 .4 5.7 4 .9 6 .9 5 .0 

ar capita erosa product 

Latin America excluding 
Cuba 2.2 1.7 1.7 2.2 0.9 - 0 . 9 3 .1 3 .3 

Argentina 
B r a z i l 

1.0 
2.7 

0.9 
2.9 

1 .0 
2 .0 

4 .2 
4 .4 

-4 .7 
2 .4 

- 6 . 4 
- 1 . 3 

6 .8 
0 .2 

6 . 0 
4 .4 

Argentina and Brazi l 1.7 1.7 1 .3 4 . 0 -0 .9 - 3 . 6 2.4 4.7 
Latin America excluding 

Argentina, Brazil 
and Cuba 2.5 1.8 2 .0 0 .3 2.6 1.8 3 .8 1.9 

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

a/ Provisional f i g u r e s . 



LATIN AMERICA TOTAL GROSS PRODUCT 
GROWTH RATE, 1960-65 

[Cumulative annual ratei by periods) 
Natural scale 

LATIN AMERICA 
EXCLUDING CUBA 

LATIN AMERICA EXCLUDING 
ARGENTINA, BRAZIL, CUBA 

ARGENTINA BRAZIL 

Developments in 1965 were due in some coun-
tries to circumstantial factors, relating to par-
ticularly favourable weather conditions resulting 
in a significant increase in agricultural output» 

With respect to the average growth rate over 
the past two years, it can be seen that seven 
countries managed to raise their per capita prod-
uct at an annual rate of over 3 per cento Four 
countries, Argentina, Honduras, Mexico and 
Venezuela, did not maintain this rate throughout 
the period 1960-65, but in the other three -El 
Salvador, Panama and Nicaragua- this expansion 
represented the continuation of a rapid growth 
rate during the first years of the decade-

Of the five countries whose per capita product 
rose between 2 and 3 per cent during the two years 
1964 and 1965 two -Brazil and Paraguay- had 
higher growth rates in recent years; Bolivia 
maintained its rate; and in Peru and Guatemala 
the rate tended to decline. There was no 
appreciable difference between the growth rates 

in Colombia and Ecuador (between 1 and 2 per cent 
annual increases in the per capita growth rates) 
for 1960-65 as a whole £nd for the last two years 
of that period. In Chile and Costa Rica the per 
capita product rate declined in the intermediate 
years of the period, and hence the more rapid 
expansion in 196 5 gives annual rates for the whole 
six-year period 1960-65 that were positive, but 
less than 1 per cent. In Haiti, the Dominican 
Republic and Uruguay the per capita product 
declined in absolute terms during 1964 and 1965. 

The main features of recent economic evolution 
indicate the presence of various factors that may 
have a favourable or unfavourable effect on 
economic growth rates in the near future« The 
unfavourable factors include the unsatisfactory 
evolution of investment, whose share of the 
domestic product has been tending to decline« In 
addition there has been a weakening in the 
structural changes that had been taking place in 
the sectoral composition of the product, largely 
as a result of the decline in the rate of industrial 
expansion. Favourable factors include the 
strengthening of deliberate action to define aims, 
reach clear decisions and select appropriate 

LATIN AMERICA: PURCHASING POWER OF 
EXPORTS OF GOODS AND THE TOURIST 

TRADE AND REAL INCOME 
(Three-year moving averages of annual variations) 

(Percentages) 
Natural scale 

¡a • I , 
; ); • l - . » ; R E A L INCOME, 

LATIN AMERICA EXCLUDING ARGENTINA AND BRAZIL 

ARGENTINA AND BRAZIL 
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instruments within the framework of a more 
coherent policy of economic and social develop-
ment. Planning activities have helped to rational-
ize action in the public sector, and to make better 
use of the resources available. In addition 

regional integration programmes have led to 
substantial increases in trade, while Latin 
America, in conjunction with other developing 
regions, has continued to encourage consideration 
of basic problems in the field of world trade. 

LATIN AMERICA: REAL INCCME, INVESTMENT, CONSUMPTION AND 

THE EXTERNAL SECTOR 

I960 1962 1963 1964 1965 a/ I960-
62 

1962-
63 

1963-
64 

1964-
65 

I960-
65 a/ 

Millions of I960 dollars Annual growth rates 

Real income 78 115 84 651 86 614 92 220 97 684 4 . 1 2 . 3 6 .5 5 .9 4 . 6 

Total investment 13 545 14 700 13 860 15 594 15 900 4 . 2 - 5 . 7 12 .5 2 . 3 3 . 3 
Fixed investment 13 108 14 194 13 468 14 600 15 080 4 . 1 - 5 . 1 8.4 3 .7 2 .9 
Public 
Private 

4 
9 

070 
038 

4 159 
10 035 

3 975 
9 493 

4 786 
9 814 

5 080 
10 000 

1 . 1 
5 .4 

- 4 . 4 
- 5 . 4 

20 .4 
3 .4 

6 . 1 
2 .5 

4 . 5 
2.2 

Total consumption 64 508 69 753 71 712 75 750 80 409 4 . 0 2.8 5 .6 6 . 1 4 . 5 
Public 
Private 

8 
56 

369 
139 

9 270 
60 483 

9 670 
62 042 

9 760 
65 990 

10 000 
70 409 

5 . 2 
3 . 8 

4 . 3 
2 . 6 

0 . 9 
6 . 4 

2.6 
6 . 6 

3 . 6 
4 . 6 

Volume of exports 8 665 9 766 10 108 10 352 10 916 6.2 3 . 5 2 .4 5.4 4 . 7 
Effect of terms of 
trade _ -502 -274 +88 -150 

Net external factor 
payments 1 193 1 423 1 395 1 584 1 663 9 .2 - 2 . 0 13 .5 5 . 0 6 . 9 

Net external financing 1 132 1 225 353 708 288 4 . 0 - 7 1 . 2 100.6 - 5 9 . 3 -24«0 
Imports of goods and 
services 8 603 9 066 8 792 9 564 9 391 2 .7 - 3 . 0 8 . 8 - 1 . 8 1 . 8 

Source: ECLA, on the basis of official statistics. External sector, basic data from the International 
Monetary Fund (IMP), Balance of Payments Yearbook. 

a/ Provisional figures. 

Income, consumption and investment 

After two years when the trend was more 
favourable, the deterioration in the terms of 
trade in 1965 resulted in a rather smaller 
increase in real income (5. 9 per cent) than in 
the product (6. 2 per cent). Other factors that 
accentuated this difference were the more rapid 
growth of external demand in terms of constant 
prices (the volume of exports rose by 5.4 per 
cent in 1965 and 2.4 per cent in 1964), the 
decline in net external financing -which reached 
its lowest level since I960- and a reduction in 
imports of goods and services, which in 1964 
had increased by almost 9 per cent. 

Thus there was a strengthening of the trend 
for domestic demand to expand more slowly than 
the product, a trend characteristic of the whole 
period 1960-65. This difference had a sharp 
effect on capital formation (investment rose at an 
annual average rate of only 3. 3 per cent), since 
total consumption increased at much the same 

rate as the product (the respective rates being 
4. 5 and 4. 6 per cent). 

It is interesting to compare the dif ferences 
between public and private investment. The 
former, which contributes about a third of the 
total gross fixed capital formation, increased at 
much the same rate as the total product, while 
private investment fluctuated sharply, and during 
1960-65 its annual average growth rate was 2.2 
per cent, representing the least dynamic factor 
in final demand. 

As a whole, investment declined f rom 17„ 3 
per cent of the total domestic product in I960 to 
16. 3 per cent in 1965. The changes in the insti-
tutional channelling of investment reflected by 
the increasing contribution of public investment 
also had an effect in altering the distribution of 
resources by sectors of activity. Investment in 
infrastructure construction and social services, 
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especially housing, rose much more rapidly than 
investment in the directly productive sectors. 

With respect to the financing of investment, 
there has been an increase during the past few 
years in the contribution of private savings. In 
1961, after a steady rise, external savings 
accounted for over 9 per cent of the regions gross 

investment, and totalled 1 300 million dollars. 
Since then the rise in national savings has been 
increasingly accompanied by a reduction in net 
external financing, which in 1965 amounted to 
only 2 per cent of total investment. This trend 
is largely due to the increasing payments to the 
rest of the world made necessary by the region's 
accumulated external debt. 

mtbj mESJCk % wmm evolution of the sectoral product 

Sector Annual growth rates 
1 9 6 0 - 6 1 1 9 6 1 - 6 2 1 9 6 2 - 6 3 1 9 6 3 - 6 4 1 9 6 4 ° 6 5 

Xo Agriculture 2 forest xjp fisheries 4 o 6 ko2 l o 7 4 ° 0 9 o 6 

Zo Macs orni qtì&nries 3 o 0 60O 2 o 7 6 0 8 3 o 3 

3o r-taufae&ur¿jg 7 o S 3 o 2 l o 3 9 o e 6 O 3 
4o Consfcritótai 2 o 3 l o 4 boi 8 o 9 4 o 7 

5o Electricity gas ani d mtQS1 1 2 o X XXoQ 1 0 o 5 9 o 5 9 o 5 

6 0 i@m @sid 1 eo*mication 5 o 5 2 o 9 2 o 3 60O 4 o 2 

Bds arad sQwieos 3o_a 2,0 m 
lo Trad© and financQ 6 0 6 2 o 8 l o l 6 0i 6 O 3 
Bo Public adsainistrati on and defence 2o7 2 o 0 3 o 5 3 d 3 o 4 

9o Other ssrvics© 3 o 5 3 o 7 & 0 6 k o 8 4 o 4 

T o m 
I d S a l 6 ^ 2 

SgagCQg ECL&, on the b 
of Galoot ed ©m the I 

asis of official sta 
basis of the gross p. 

tisticso 
r@diiaet at ¿fegbox 5 S@Sto 

The expansion of Latin America's product in 
1965 was of a very different nature from that in 
1964, even though the general levels were 
similar. In 1965 the agricultural sector played 
a major role in the expansion; the volume of output 
rose by 9.6 per cent, a much larger increase 
than that in the total product, while in 1964 the 
converse was true. At the same time the rapid 
expansion in electricity, gas and water services 
continued in 1965. However, there was an 
appreciable reduction in the growth rate for 
mining production ( from 6.8 to 3.3 per cent), 
manufacturing (9. 8 to 6. 3 per cent) and construc-
tion (from 8. 9 to 4. 7 per cent). 

The increase in the agricultural sector was 
largely due to agricultural expansion in Brazil, 
where the agricultural product rose by 20 per 
cent as a result of the recovery of the coffee 
harvest, and the general very favourable weather, 
which led to bumper harvests of other products. 
If Brazil is excluded, the gross agricultural 
product of the remaining countries expanded by 
only 3. 7 per cent. 

While most of the main export products 
increased more rapidly than total output, the 

converse was true for the group of items destined 
mainly for domestic consumption. Thus in 1965 
there was a rise in the output of sugar, coffee, 
rice and maize, while the harvest of wheat, oats 
and oilseeds were lower, and cotton output 
remained about the same. Beef production did 
not regain the relatively high levels achieved in 
1963, although it rose slightly in 1965. The 
reductions in the anchoveta catch in Peru during 
the last quarter of 1965 led to a reduction in the 
rate of the region's output of fish and sea food. 

The gross product for the mining and quarrying 
sector for the region as a whole rose by only 3. 3 
per cent in 1965. Output of iron ore rose 25 per 
cent; increases in the output of bauxite, tin, 
manganese and zinc ranged from 4 to 6 per cent, 
and coal output rose 4 per cent. Production of 
copper and lead remained at the same level, and 
there were reductions ranging between 2 and 8 per 
cent in output of sulphur, gold, silver and nitrate. 

In contrast to what happened in 1964, the 
manufacturing industry did not make a major 
contribution in 1965 to the region's relatively 
high growth rate. The rate for manufacturing 
was 6. 3 per cent, almost the same as that for 



LATIN AMERICA: GROWTH RATE OF THE GROSS PRODUCT, BY COUNTRY 

(Annual rates ) 

Countries grouped by T o t a l gross product Per capi ta gross product 
average annuaj. growrcn 
rate of the per capita 
gross product in 1964 
and 1965 

1960-65 1962-63 1963-64 
1964-65 

y 
I96O-65 1962-63 1963-64 

1964-65 

â/ 

I . Over 3 per cent 

Argentina 2.8 - 4 . 6 8.6 7 . 8 1 . 3 - 6 . 1 7 . 1 6.3 
Honduras 6.4 3 . 1 6.6 10.6 2.9 - 0 . 4 3 . 1 7 . 1 
Venezuela 5.4 5.7 7 . 0 7 . 0 1 . 9 2 . 2 3.5 3.5 
Mexico 6.0 6.4 10.1 5.2 2.6 3.0 6.6 1 . 8 

E l Salvador 7 . 2 4.9 9.5 5 . 1 4.0 1 . 7 6.3 1 . 9 
Panama 8.0 8.7 5.8 8 . 1 4.9 5.6 2.7 5.0 

Nicaragua 8.9 7 . 0 10*9 8.6 5.4 3.5 7 . 4 5 . 1 

I I . Between 2 . 1 and 
3 ner cent 

Brazi l 4.9 1 . 6 3 . 1 7 . 3 2.0 - 1 . 3 0.2 4.4 
B o l i v i a 4.7 6.3 5.6 4 . 1 2.4 4.0 3.3 1 . 8 
Peru 6.3 3.7 5.4 6.0 3.3 0.7 2.4 3.0 
Paraguay 4.3 3.5 6.3 4.9 1 . 7 0.9 3.7 2.3 
Guatemala 6*0 12.6 5.9 5.5 3 . 1 9.7 3.0 2.6 

I I I . Between 1 . 1 and 
2 per cent 

Colombia 4.5 3.3 5.3 3.9 1 . 7 0.4 2.5 1 . 1 
Ecuador 4.2 2.6 6.5 5.0 1 . 0 - 0 . 6 3.3 1 . 8 

IV. Between 0 and 
1 per cent 

Chile 3 .7 1 . 7 2.5 4 . 1 1 . 3 - 0 . 7 0 . 1 1 . 7 
Costa Rica 4.4 6.6 1 . 1 7 .6 0.4 2.6 - 2 . 9 3.6 

V. Negative rate 

Uruguay 0.3 - 1 . 0 1 . 1 1 . 0 - 0 . 9 - 2 . 2 - 0 . 1 - 0 . 2 
Haiti 1 . 8 2.7 0.6b/ 0.3b/ - 0 . 5 0.4 - 1 . 7 a / -2.0b/ 
Dominican Republic 3.4 6,6 5.5b/ -10.0b/ 0.0 3.2 2 . 1 a / - 1 3 . 4 V 
Latin America 4.j6 2.0 6*0 6.2 1 * 2 I t i U. 
Latin America excluding • 

Brazil 4.5 2.2 7 . 3 5.7 1 . 7 - 0 . 6 4.5 2.9 

L a t i n America excluding 
Brazil and Argentina 5 . 1 4.9 6.9 5.0 2.0 1 . 8 3.8 1 . 9 

Source: EC LA on the bas is of o f f i c i a l s t a t i s t i c s and unpublished data from the countries concerned, 

a/ Provis ional f i g u r e s . 
b/ Figures estimated on the basis of incomplete data. 

the total product, while in 1964 the rate reached 
the high level of 10 per cent. These figures are 
characteristic of the fluctuating evolution of 
manufacturing since I960, when years of appre-
ciable expansion (1961 and 1964) have alternated 
with years of depression (1962 and 1963), while 
in 1965 there was only a slight expansion. 

This situation seems inconsistent with the 
considerable progress achieved lately in individ-
ual branches of manufacturing, which include new 
lines of production, and with the new prospects 
of expansion opening up as the result of progress 
with regional economic integration. The expla-
nation of this apparent contradiction relates to 

various different factors, including the loss of 
the dynamic impetus provided in the past by 
import substitution, and the conditions in the 
individual domestic markets caused by continuing 
structural limitations. 

The group of activities included in the electric 
power, gas and water sector makes the greatest 
contribution to the total gross product; the average 
growth rate in this sector rose from 9.4 per cent 
in 1955-60 to 10. 5 per cent in 1960-65. Electric 
power investments rose sharply, and at the end 
of 1965 a capacity of about 9 000 Mw (87 per cent 
for hydraulic power) was at various stages of 
construction; this will make it possible to raise 
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IATXW M C A s (mOSS DCS®STIC PRODUCT, BX ECONOMIC SECTOR 

Country Period 
Agricul-
ture for 
estxy^ 
hunting9 
fishing 

Mining 
©nd 

raring 
turing 

e- Construc-
tion 

E1qc= 
trie« 
ity, 
gas 
and x-mt<air 

Other Tota3 

Argentina X955-&0 -0o4 Uo3 3 08 4®3 6.4 2® 8 2o7 
1960-65 2d 7o9 4ol 2o0 12o0 lo9 208 
1963^64 9s6 4G8 Uo3 8o9 9o9 4o4 8e6 
1964-65 4o0 2o9 ÌI06 10o3 12o4 6.3 7o8 

Bolivia 1955-60 20B -608 -5o0 7o5 à/ 0.5 -0o3 
1960=65 2oO 5o9 60O 9©3 7o6 5®3 4.8 
1963-64 2o0 llo3 10.7 2O6 ko2 5.3 5o5 
1964=65 4e9 4o0 25 ®0 4oO 5o5 4o2 

Brazil 1955=60 3o7 14o9 10o3 7.2 10®8 4O6 5o9 
1960-65 6.9 Uol 4o9 2o8 9o7 3o6 4o9 
X963-64 1O3 18o4 5ol 2 d 7o0 3ol 3®1 
1964=65 20oQ 12o0 loO 0o7 4o9 3o2 7®3 

Colombia 1955=60 3o5 6C8 601 -Oc 2 Ho7 3o5 3.9 
1960-65 3o0 4o4 5o9 lo9 9.2 5o2 4o5 
1963-64 5ol 4O6 6,8 =2o2 605 5.3 5o3 
1964-65 1.5 13 oO 5o4 9o2 4o4 3*9 

Costa Rica 1955-60 4o3 000 6O3 3o3 7o2 6.8 5o7 
1960=65 0o4 000 808 8.3 7o3 5.0 4o4 
1 9 6 3 - 6 4 =80 8 000 Ilo 5 8o2 7o6 2o9 lol 
1964=65 8.0 000 9o4 15 0 2 9.0 6.3 7.5 

Chile 1955-60 2o3 3o5 3o2 1<>4 3o5 3o7 4o3 
1960-65 3d 5 ©0 6.7 4o6 7o4 5.6 3o5 
1 9 6 3 - 6 4 6.4 6O3 5c0 =8.0 10o4 2.3 3ol 
1964=65 -loO OoO 5o4 lOoO 5.6 4.5 4o2 

Ecuador 1955-60 4o5 4*7 5o6 IO06 5o8 3°7 4O6 
1960=65 2o9 3o0 6.3 3.6 806 2.9 3.8 
1 9 6 3 - 6 4 202 Ilo 5 13o3 LU3 7ol 4.8 5.7 
1964=65 3o7 2.9 6O3 3o7 8.3 3o0 3.8 

El Salvador 1955^60 lol 3o5 6o7 8.8 15.3 5o2 4.3 
1960=65 5 08 4o6 10a 8 5©6 IO08 6o7 7.2 
1963=64 9o9 lo7 16O9 8.4 II08 6.7 9o5 
1964-65 0o2 606 9.6 11.1 II08 5o9 5o0 

Guatemala X955«60 5ol OoO 6o4 =0o3 808 5o4 5o3 
1960=65 4o2 =3®6 8o7 3°3 15 0 5 6.5 6.0 
1 9 6 3 - 6 4 -0o4 7ol 12o3 25s 6 808 7.8 5o9 
1964=65 3o4 OoO 4o4 2o7 24.3 6.7 5.5 

Honduras 1955=60 4o8 =0E6 5o4 =5 08 16 oO 4o5 4o7 
I96CM65 7o7 6.8 8.1 2a4 11 o4 4ol 6.5 
1 9 6 3 = 6 4 8o5 4o9 9o3 4o5 Ilo 5 3o0 6.6 
1964-65 l6o0 16 «3 8o7 =15.7 24ol 4o9 10.6 

Mexico 1955=60 3o0 601 80I 8.1 605 6.6 6 01 
1960̂ =65 3o9 4o2 8*0 5o9 lOoO 6.0 5o9 
1 9 6 3 - 6 4 602 602 Uo2 16.4 Uo9 9o2 10.1 
1964-65 3ol 2.7 7o0 -3ol 9o5 5.9 5o2 

Micaragua 1955=^0 Ool 4ol 4. 8 10o6 22o0 2.6 2o3 
1960=65 9o7 =0o5 9*6 5.1 14.1 8.4 8.9 
1963=64 11.5 4o9 13 06 6.5 18.2 9.4 X0o7 
1 9 6 4 = 6 5 llo3 =17 06 7.1 -9o6 Uol s a 808 
1955-60 2*2 4ol 10.5 11®2 9o6 4o9 4o4 
1960=65 5o7 H o 5 12 ©4 7®4 Ilo? 7o6 8o0 
1963=64 6o4 OoO 5 06 =7 06 8.1 5o3 5o0 
1964=65 8o9 5o6 6o7 16.4 21.7 6.9 801 



Paraguay 

Peru 

Uruguay 

Venezuela 

T o t a l r l a t i n America 

1955-60 1.8 0.0 1 . 2 10.5 1 1 . 0 2.3 2 .2 
1960-65 4 . 0 8 .5 5.9 2 .2 4.7 4 . 0 4 .3 
1963-64 7.2 0.0 4 . 3 2.4 3 .2 5 .1 6.6 

1964-65 3.7 20.0 9 . 0 2.3 6 .3 5.5 4 . 5 
1955-60 3 .8 11.9 6 . 1 - 2 . 0 y 4 . 1 4 .0 
1960-65 5.9 2 .6 7 .4 I3 .3 b/ 6 .1 6 .3 
1963-64 4 .6 3 .1 5 .6 10.4 y 5.5 5 .4 
1964-65 5.7 2.3 7 . 1 12.9 y 5.6 6 .0 

1955-60 - 3 . 6 Ç/ 0 .9 0 .1 4 . 7 0.2 - 0 . 1 
1960-65 1 .9 c / 0 .2 - 9 . 1 4.7 0 .5 0 .4 
1963-64 - 9 . 3 2/ 5.4 - 7 . 4 8 .2 2 .4 1 .1 
1964-65 1 . 2 c/ - 0 . 7 - 2 . 3 -2 .7 0 .9 1 . 0 

1955-60 6 .1 6 .6 9 . 1 1 .1 1 8 . 1 6 .0 6.7 
1960=65 6 .6 3.7 9 .4 7 . 9 12.0 4 .6 5.4 
1963-64 6 .1 7 . 1 11.3 15.6 9 .8 7 .0 7 . 0 
1964-65 7 .5 2.5 10.7 17.0 12.1 6 .3 7 . 0 

1955-60 2.7 6 .8 6 .6 4 . 2 9 .4 4 .4 4 .6 
1960-65 4 .8 4 .3 5.6 5 .9 10.5 4 . 2 4 .7 
1963-64 4 . 0 6 .8 9 .8 8 .9 9 .5 5.2 6 .2 
1964-65 9 .6 3 .3 6 .3 4 .7 9 .5 5 .0 6 . 2 

Source; SOLA, on the b a s i s of o f f i c i a l s t a t i s t i c s . 

a/ Calculated on the basis of t h e gross product a t f a c t o r c o s t , 
b/ Included i n other s e c t o r s , 
c/ Included i n manufacturing* 

the rate of expansion in hydroelectric power 
generation during the next three years about that 
of recent years. 

Crude petroleum production in Latin America 
in 1965 had a rather slow growth rate (2. 7 per 
cent), and in absolute figures rose from 721 000 
to 741 000 cubic metres a day. This increase 
was much less than that in world output (6. 9 per 
cent), and further reduced Latin America's 
contribution to the world total. Petroleum 
refining, on the contrary, expanded rapidly in 
19^4 and 1965, with an increase of 6.8 per cent 
in Latin America's refining capacity in 1965. 

In transport there were certain institutional 
advances in some countries, and at the regional 
level, in 1965. Both actual construction and 
projects relating to international highways, which 

are of the utmost importance for regional eco-
nomic integration, made some progress. The 
length of the Pan American highway system has 
been increased in recent years to the point where 
at the beginning of 1966 it was 47 700 kilometres 
long, of which 69 per cent is paved and another 
24 per cent is all-weather road. Progress has 
also been made with the projected Carretera 
Marginal de la Selva, initiated by the Government 
of Peru and supported by the Governments of 
Bolivia, Colombia and Ecuador. With respect to 
the Pan American Transversal Highway in South 
America, the international bridge connecting 
Paraguay and Brazil across the River Parana 
was opened in March, and during the year 
progress was made with other international road 
links, mainly those built to improve communica-
tion between Argentina, Brazil, Chile and 
Uruguay. 

Inflationary pressures 

In 1965 inflation persisted in varying degrees 
of intensity in the different countries of the region. 
The sharpest price increases were again regis-
tered in Argentina, Brazil , Chile and Uruguay. 
Some of the other countries, like Guatemala and 
Venezuela, have virtually achieved stability in 
recent years; in others, such as Peru and 
Colombia, prices increased moderately, to a 
varying degree in Peru, and steadily in Colombia; 
in Mexico and some Central American countries 
rising trends reappeared, but they were less 
sharp; in Bolivia and Paraguay, on the other hand, 

relative stability was restored, compared with the 
rapid inflation during the fifties. 

Brazil and Chile made considerable progress 
in controlling inflation in 1965, the increase in 
the cost of living dropping from 85 per cent in 
1964 to 45 per cent in 1965 in Brazil, and from 
39 per cent to 26 per cent in Chile. In Argentina 
rising prices in the second half of 1965 brought 
the over-all increase for the year to 28 per cent, 
as against 18 per cent in 1964. In these three 
countries the anti-inflationary policy pursued of 
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late is being incorporated in a broader develop-
ment policy o which aims at co-ordinating 
measures to contain inflation with other basic 
aims relating to economic growth* 

In 1965 intraregional trade continued to 
increase rapidly9 although less swiftly than in 
19640 Exports and imports together amounted to 
some 2 300 million dollarsD as against slightly 
over 2 000 million dollars in 1964Q 

A comparison o£ current trade flows with 
those for I960 shows that there has been a 
considerable increase in trade among the five 
Central American countries9 whose contribution 
to total intraregional trade rose from 6 to 15 per 
cento Trade between the ALALC countries also 
increased,, although at a slower pacee and the 
contribution of this block to the total remained at 
the level of 72 per cento The contribution of 
Venezuela declined0 from 16 to 10 per cent0 and 
so did that of the remaining Latin American 
countrieso from 6 to 3 per cento 

ALALC % intra-area exports in 1965 amounted 
to about 630 million dollars0 as against slightly 
less than 560 million dollars in 1964; this repre° 
sents an increase of 13 per centc compared with 
over 30 per cent between 1963 and 19640 

The situation is different in Uruguay*, The 
pace o£inflation0 which has been increasing for a 
number of years* rose sharply in 1963 and 1964e 

and in 1965 the increase amomited to 85 per cento 

1955-60 1960M 

0o2 
2O6 -

8*3 
9 L 

9®2 

1 . 2 
JAÄFFL&J 

2o5 
«1.4 X06 
-0 .3 2o9 

0 . 2 0*2 
- 1 .0 

••0.2 3*8 
=0o9 2o9 

5o9 X08 

in 1 
2o8 
£ *a 

53oO 5.1 
37o2 23® 2 
25 o3 62O5 
32o3 27e0 
23 o0 2 8 a 

This total was greatly influenced by the rise 
in exports from Brazil, which were almost 50 per 
cent above the 1964 level, and from Ecuador and 
Colombia, which were 40 per cent higher,, There 
were also increases in Paraguay's exports (18 per 
cent); exports from Argentina, Mexico and 
Uruguay rose only slightly, and those from Peru 
declined. In fact 90 per cent of the total increase 
in intra-area exports was attributable to Brazil, 
since the other countries which had increases of 
any volume account for only a small share of 
ALALC's total trade. 

There was a considerable increase in imports 
from ALALC in Mexico (over 70 per cent), 
Argentina (50 per cent), Peru and Colombia (over 
30 per cent), and Brazil (over 10 per cent), but 
there were reductions in these imports in 
Paraguay, Chile and Ecuador, and above all in 
Uruguay. 

In order to strengthen the integration process, 
the Council of Ministers of the Contracting 
Parties was established in 1965, together with a 

XATBJ AMERXCAs CHANGES IK THE COST OF LITOÎG 

(Porcent age variation at year snd) 

1962 1963 1964 1965 § / 

Guatemala =1 1 =1 
Venezuela -2 1 -2 5 
Peru 5 10 12 13 Colombia 5 4 6 2 17 
Costa Rica 6 2 2 1 
Nicaragua 0 3 2 2 
Honduras 5 2 4 3 
SI Salvador 2 2 2 0 
Panama 1 1 2 1 
Ecuador 4 5 3 3 Haiti 4 9 0 
Meadco 3 0 3 4 
Dominican Republic 16 10 -2 
Paraguay b/ 5 1 4 

1 TI 
7 Ì 

Argentina 
0 
32 

A 

28 
1A 
18 

0 
28 

Brazil 6 1 81 85 45 
Chile 27 45 39 26 
Uruguay U 44 39 85 

Sources International Financial St at_ißticß_o to £>ch 1965 0 
a/ In many cases these are provisional estissateso 
b/ Wholesale prices® 
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technical committee with advisory functions. 
Measures to expand and accelerate the integra-
tion process within A L A L C included an agreement 
to study formulas for an automatic tariff 
reduction, and to establish a preinvestment fund. 
During the annual round of negotiations in 1965 a 
greater number of concessions were granted than 
in previous years. 

ALALC: INTRA-AHEA IMPORTS 

(Value In millions of dollars) 

Enporting Annual value 
country 1961 1962 1963 1964 1965 a / 

Argentina 126.0 I O 3 . I 101.6 170.8 255.7 
Brazi l 45.2 128.6 I63.9 I68.O 185.3 
Chile 94.5 80.5 120.0 128.9 1 1 5 . 5 
Colombia 10.2 12.5 H . 4 33.1 43.3 
Ecuador 4 . 1 3.9 5.2 8.0 7 . 1 
Mexico 4 . 1 6 . 1 10.8 1 7 . 3 29.7 
Paraguay 9.8 6.0 8.4 1 1 . 6 1 1 . 4 
Peru 31.8 45.2 62.0 58.9 7 7 . 1 
Uruguay 34.5 34.0 31.8 49.3 32.1 

Source: ALALC, S í n t e s i s mensualr September 1965 and 
March 1966. 

a/ Provisional f i g u r e s . 

Further progress was also made in 1965 with 
Central American integration, in terms both of 
inmediate quantitative results and of improve-
ments in decision taking and in instruments 
permitting further progress in the future. Trade 
within this area amounted to some 130 million 
dollars, as against 106 million dollars in 1964, 
which already reflected a considerable expansion, 
and the continuing dynamic effect of the original 
agreements. 

June 1966 wil l mark the end of the fifth and 
final year of the period of transition to the full 
operation of a common market, as laid down in 
the General Treaty on Central American Economic 
Integration concluded in I960. By then the f r ee -
trade area will cover 92. 5 per cent of all the 
items included in the Standard Tar i f f Nomencla-
ture, and will be extended to cover others once 
various agreements have been concluded, or 
specific contractual requirements are met. With 
respect to tariff equalization, the number of 
uniformimport duties and charges on goods f rom 
third countries covers 98 per cent of the sub-
items in the Standard Tari f f Nomenclature, since 
the ratification by Honduras and Nicaragua of the 
San Salvador Protocol in August 1965. In addition, 
since February 1965 the Uniform Central Amer i -
can Customs Code (CAUCA) is in force for 
Guatemala, Nicaragua and Costa Rica. 

Latin American exports 

and their contribution to trade flows 

During 1965 the current value of Latin 
American exports (excluding Cuba) rose by about 
6 per cent, that is» at a rate slightly below that 
attained in 1964. The figures for the region as a 
whole were greatly influenced both in 1964 and 
1965 by the behaviour of Brazi l 's exports, which 
expanded to only a moderate degree in 1964, but 
rapidly in 1965. If Braz i l is excluded the increase 
in the export figures for the region as a whole 
declines f rom 7. 2 per cent in 1964 to less than 
5 per cent in 1965. 

There are sharp dif ferences in the expansion 
of exports in the two years«. In 1964 the most 
important factor was the r ise in the average price 
of exports, while in 1965 the improvement in unit 
prices was not maintained, and the increase in 
the total value of exports was the result of an 
increase in volume. With respect to 1965 prices, 
the r ise in metal products was sufficient, broadly 
speaking, to offset the decline in the prices of 
food products. 

Despite the maintenance of unit prices of 
exports f o r the region as a whole, there was a 

slight deteriorati on in 1965 in thè terms of trade, 
since import prices rose by about 2 per cent, 

Export earnings continued to behave dif ferent-
ly in the various countries. The most rapid 
increases were in Brazi l , Guatemala, Honduras, 
Panama and Paraguay, where the rate of increase 
was much higher than the average for the region. 
In Argentina, Chile, El Salvador, Mexico, Nica-
ragua, Uruguay and Venezuela the r ise in export 
earnings was close to the regional average, but 
in Bolivia, Colombia, Ecuador and Peru earnings 
remained at about the same level as in 1964, and 
in Costa Rica, Haiti and the Dominican Republic 
they declined. 

This s ituation, in conjunction with other 
developments, resulted in a continuation of the 
long-standing decline in Latin America's share in 
world trade. This share declined f rom 6. 3 per 
cent in 1963 to 6. 1 per cent in 1964 and 5. 9 per 
cent in 1965. The decline is all the more serious 
in view of the fact that almost a quarter of the 
increase in the current value of Latin American 
exports is attributable to intra-regional trade. 
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LATIN AMERICA? CURIWT VALUE OF EXPOTS 

1961-60 1962-61 1963-62 1964-63 

Argentina -10.7 26a 12.3 3.3 5.3 
Bolivia 13 ol I06 XI0 5 30.9 X®2 
Brazil 10.6 -13 0 5 X5.8 1.7 XX.7 
Chile 3o7 4o7 1.9 XX© 5 7.X 
Colombia <=6.5 606 -3e7 22o9 0o3 
Costa Rica 10ol 10.0 1.3 20.5 -1.7 
todnican RopubXie -20.9 2X®3 0.5 =X3.5 2 
Ecuador -14.0 X2.5 4=1 =0o6 1.5 
El Salvador 2o0 X4®4 12.8 15.9 5.5 
Guatemala =5.4 4.2 31o3 2.5 X3o9 
Haiti -3o6 32o3 »1.9 =2® 4 -5o9 
Honduras 24©9 XI06 2o2 12.7 20.9 
Mexico 8.3 12.5 5o9 7o2 8.6 
Nicaragua 
Panama 

8g6 35o5 20.8 X9o9 5.6 Nicaragua 
Panama 8,5 63o5 26.0 15.7 H.6 
Paraguay 13o7 9ol 20.0 23.9 14.9 
Perni 14.7 8o9 0o2 23o2 0.4 
Uruguay- 35oO «12© 2 7.7 8o3 6.9 
Venezuela 2© 5 3o3 lo5 0o6 4.8 
Latin America e^cXudins Cuba M, 
Latin America e^cluding Cuba 
and Venezuela gA M ini àsÀ 

a/ Provisional figures0 

If this trade is excluded0 Latin Americans exports 
increased by only 40 5 per centD while total 
imports from third countries rose by 9° 5 per cen&o 

Latin America's share declined most sharply 
in the United States and Canada, and to a lesser 
extent in the regional markets of western Europe, 

but its share of the Japanese market rose. 
The drop of Latin America's share of the 

United States market goes back many years, 
but has become more severe in the past two 
years. This decline relates to most of the Latin 
American countries, and to their major export 
products. 

LATIN AMERICA? CCMIBUTIQItf TO TOTAL SUPPLY OF VARIOUS 
REGIONS Ai® COUNTRIES &/ 

(Percentage) 

I960 1961 1962 1963 1964 X965 

World total 606 6.5 606 6.3 6.X 5o9 United States b/ 2Xo3 21.7 20.8 20o3 X9c0 X7o2 Canada b/ 5o4 5.6 5.5 5o7 5o6 5o0 Japan 6.4 7.8 7.7 7o9 5.6 8o2 European Economic ; Ccamnmity (MS) c/ 6o0 5.6 5.9 5.4 5o3 5o2 European Pros Tri ade Association (EFTA) d/ 5.4 4*9 5.1 4o7 4.4 4®2 
Other ifegtern Em =opean countries 2o7 3o4 3«6 4o2 3*7 3«8 
Western Europe 5*5 5.1 5o4 5o0 4o8 4.7 Latin America 9o8 8.6 9o7 11.5 12.7 13.9 Rest of the worlc i 3o0 3o2 3ol 2o9 2.9 2.8 

Sources Direction 
§/ Occluding Cu£ 
h/ On the basis 
c/ Belgium^ the 
d/ Austria^ Dens 

\ of Trade Annual^ I960 to 1964. 
52,. 
of f.Oobo data. 
Federal Republic of Gemsnyj, France,, 11 
jarkp Norscay,, Portugal^ Sweden̂ , Switser] 

ial^ Luxembourg, anc 
Land and the United Ì 

i the Beth« 
Cingdom. 

srlands. 
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CENTRAL AMERICA: INTRA-AREA IMPORTS, Bï NAUCA SECTION 

(Current values, e . i . f . . in millions of dol lars) 

0 1 2 3 4 5 6 7 8 9 
ALL Food Bever- Crude Fuels Oils Chem- Manufac Machin- Miscel- M i s c e l -

NAUCA ages mate- and and i c a l s tured ery and lane- l a n e -
Region and s e c - and r i a l s , l u b r i - f a t s a r t i - t r a n s - ous ous 

countries tions tobacco ined- cants c l e s , by port manufac trans-

i b l e mate- equip- turecT actions 
r i a l ment a r t i -

cles 

Central America 

1962 50.4 22.2 1 . 0 2.4 0 . 1 1 . 8 5.2 1 1 . 0 1 . 1 5.4 0.2 

1963 66.2 21.6 1 . 1 3.3 3.8 1 . 6 7 . 8 16.3 1 . 6 8.9 0.2 

1964 106.4 29.5 1 . 4 3.9 5.0 1 . 6 1 9 . 1 26.7 3 . 1 15.9 0.2 

1965 a/ 342.2 38.3 1 . 7 4 . 1 8.3 2 . 1 20.9 3 7 . 2 5.5 23.8 0.3 

Guatemala 

1962 1 1 . 2 5.5 _ 0 . 1 _ 0.1 1 . 2 3.0 0 . 1 1 . 2 

1963 20.8 5.8 0.4 0.5 - 0.4 3.6 6 . 1 0.9 3.0 -

1964 26.4 6.2 - 0.4 3.8 0.3 3.7 7 . 9 0 . 1 3.9 -

1965 a/ 38.4 8 . 1 0.1 0.4 6.6 0.4 3.9 1 1 . 7 0.4 6.3 0 . 1 

E l Salvador » 

1962 22.1 1 1 . 6 0.7 1 . 8 _ 0.3 1 . 3 4.0 0.5 1 . 9 -

1963 23.9 4.4 0 . 1 0.4 3.7 0.9 3.0 7 . 5 0 . 1 3.8 0 . 1 

1964 39.2 14.4 0.8 2.7 0 . 1 0.2 7 . 3 8.4 1 . 2 4.0 -

1965 a/ 42.4 15.7 0.8 2.5 0.3 0.3 6.6 10.3 1 . 9 4.0 -

Honduras 

1962 8.9 2.6 » 0.3 » 0 . 1 1 . 6 2.3 0.1 1 . 6 0 . 1 

1963 I 3 . 2 8.4 0.6 2.0 - 0.1 0.2 1 . 0 0 . 1 0.8 -

1964 18.0 4.5 0.3 0.4 - 0.3 3.4 4.6 0.5 3.9 -

1965 a/ 24.2 6.0 0.3 0.4 - 0.4 4 . 1 6.6 0.7 5.7 — 

Nicaragua 

1962 4.7 1 . 8 0.1 0.1 0.2 0.8 1 . 0 0.2 0.6 0.1 

1963 4.0 1 . 8 0.3 0 . 1 0.3 0.7 0.1 0.6 0.1 
1964 14.5 3.0 0 . 1 0.2 0.1 0o3 3.3 4.0 1 . 0 2.3 0«2 

1965 a/ 21.2 4.3 0.2 0.5 0.2 0.4 4.3 5.3 1 . 8 4 . 1 0«1 

Costa Rica 

1962 3.5 0.7 0.2 0.2 « 1 . 0 0.2 0.8 0.3 0 . 1 — 

1963 4.3 1 . 3 » 0 . 1 0.1 0.1 0,8 0.9 0.4 0.7 
1964 8.3 1 . 4 0.2 0.2 0.9 0.4 1 . 3 1 . 8 0.3 1 . 8 -

1965 a/ 16.0 4.2 0.3 0.3 1 . 2 0.6 2.0 3.3 0.7 3.3 0„1 

Source; SIECA, Cartas informat ivas , and document SIECA/EST, PANAMA/D.T.l. 

a/ Estimates based on the f i g u r e s for the f i r s t nine months of the year* 

Evolution of imports 

In 1965 the current value of Latin America's 
imports (excluding Cuba) rose by only 3. 5 per 
cent, much below the 10 per cent recorded for 
1964. This reduction was due to a number of 
factors, including the effort of some countries to 
restrict external purchasing in order to improve 
their trade balance. 

The import situation varies from country to 
country much more the export situation. Mexico 
is the only country whose imports expanded at a 

rate close to the average for the region. In 
Bolivia, Costa Rica, Ecuador, Paraguay and Peiu 
imports rose rapidly, and in Argentina, El 
Salvador, Honduras, Nicaragua, Panama and 
Venezuela, although the rate of increase was 
much lower, it was well above the average rate 
for the region. In Brazil, Chile, Colombia, the 
Dominican Republic, Haiti and Uruguay imports 
declined, in terms of current prices, to varying 
degrees. 
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mtw mmicàz CORAJBUTXQW TO mim STATES MPOKS 
OF SELECTED PRODUCTS 

Meat» fresh or 

Iron or© ®nd concentrates 

Grade petrologia 
Copper (metal) 
Lead (metal) 

TptalJtox 

0 1 3 

03I 
0 5 1 

071 
072 
262 

3 3 1 

3 3 2 

3 3 

1 5 o 7 

24o0 
2 7 o 8 

6 0 . 9 

7 2 o 9 

87©2 
48© 0 
26o0 
64©2 
4 9 * 5 

5 7 . 0 

4 8 © 5 

5 3 o 8 

17o6 
3 5 o 5 

15 o3 
23.9 
2608 
59o2 
26o5 
87o2 
4 7 o7 

26a0 
64® 2 
48.1 
5 7 * 0 

48o5 
5 3 . 8 

17.6 
3 5 o 5 

24.5 
21.2 
71*4 
49®9 
74o7 
27o9 
25 ©1 
34® 5 
31o2 
44a0 
5 1 . 2 

47«0 
50.5 

there were also important changes in 
the geographical distribution of Latin America's 
imports. In contrast to 1964, the United States' 
share declined, as the result of a rate of 
e x p a n s i o n wel l below that of imports f rom western 

Europe, Consequently there has been a notable 
reduction in the region's trade deficit with the 
United States, and an increase in the trade 
surplus with Europe and Japan. 

CUMULATIVE AKffiflJAH CmiTH HATES GF IMPMS 
AT CUFJM PRICES 

Comity 1960=5 5 1 9 6 1 - 6 0 1 9 6 2 = 6 1 1 9 6 3 - 6 2 I964-63 1 9 6 5 = 6 4 

Argentin© 1 . 3 16© 9 =7o2 -27.7 9®8 10® 5 

Bolivia =2.7 8*7 25 o7 6 . 2 =6e9 1 9 ®O 

Brazil 2.3 =0®2 l o i 0«8 - 1 5 . 1 <=>10.5 

Chile 5.8 18® 1 -X3o4 9.0 8©9 - 2 . 0 

Colombi ~5®0 °7o4 °3o0 =6o4 15.9 - 1 9 «8 

Costa Elea 4*8 -2©9 5o7 9©3 12o0 28o4 

IDeainicsa Republic =2 o 4 ~20o0 85 o0 23o8 19.6 -52®3 

Eeuador 1 . 3 -7o5 9o6 33 o9 l6 e 8 21.0 

E l Salmd®r 5o9 - I l o 2 Ho8 21.6 2 6 «6 8«3 

G^ât. cabalo. 5o9 - 3 . 1 -0o5 28o7 18.1 28© 2 

Haiti - 1 . 9 16.1 7o6 °15o3 6©4 -8o2 

tonds^ss 3o0 0o3 10© 8 19.2 7o2 12.9 

M@3d.0o 6 . 1 °3o7 0o4 8» 5 20.4 4a4 

Mlearagua 
P¿mámB 

0o6 
8*3 

3*8 30© 9 
17o9 

13*3 
I O 0 8 3.3 

9o5 
10® 9 

Pŝ ssussr 2 O 6 6o9 2©0 3.6 30« 5 

Fem 4o5 25 06 14«! 3®5 3.2 27 »9 

lo4 3o9 11.0 -23« 4 1 3 a a9®6 

r > _ * J V A _ J ) _ Ä Ä „ J J ) _ _ _ A . 

2o4 -9.0 1 . 4 

l 1 

- 1 2 . 3 30©3 10.1 

latin Amori m © ^ X M I M J A 

Omba. 
/¿Jüh 

lo4 
JLMLJl 

10a 8.1 I4el 1 7 . 1 O O © 

3,«2 5^6 í M O ffl © 

Sources ISOLA„ on the basis of official statisticse 
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Balance of payments and the external debt 

Export and import trends in 1965 resulted in 
a considerable improvement in the balance of 
payments on current account for Latin America 
as a whole. The deficit for the year declined to 
less than 300 million dollars, which represented 
a strengthening of the trend noted since 1963. 
The annual average for the past three years was 
in the region of 450 million dollars, while in 
1960-62 it was over 1 200 million dollars. 

This improvement shows up clearly in the 
evolution of the merchandise transactions of 
Argentina and Brazil, and in 1965 also in those 
of Colombia and Uruguay. In Peru, on the other 
hand the 1964 trend was reversed in 1965, since 
there was a deficit of over 130 million dollars, 
following on a slight surplus in 1964. 

Viewed from a different standpoint the deficit 
on current account is the equivalent of net external 
financing, and thus the continuing reduction in 
Latin America's deficit also reflects a decline in 
the net contribution from external financing. This 

decline is the result not of a reduced gross capital 
inflow, but of increasing outflows due to an 
accumulation of external debto 

During the f ive-year period 1956-60 the 
region's total import expanded more rapidly than 
its exports, as the result of an average external 
financing approaching 2 125 million dollars a year. 
In 1960-65 this trend was reversed, since while 
exports rose at an average annual rate of 5. 2 per 
cent, imports did so at the rate of only 2. 7 per 
cent; payments in the form of profits and interest 
increased by 8. 1 per cent, and in 1960-64 
amortization payments rose by 7. 7 per cent. 
Thus in the f ive-year period 1960-64 payments 
for profits, interest and amortization together 
represented 27.4 per Cent of current export 
earnings. 

The situation was serious in Argentina, 
Brazil, Colombia and Uruguay, aince while 
exports from this group of countries rose by 987 
million dollars between 1961 and 1965, imports 

LATIN AMERICA: NET EXTERNAL FINANCING, BY COUNTRY 

(Millions of dollars ) 

Country I960 1961 1962 1963 1964 a/ 1965 b/ 

Argentina +204.9 +585.7 +274.5 - 2 3 1 . 8 - 3 1 . 9 -42.O 
Bolivia +32.9 +30.6 +47.6 +44.9 +18.7 +30.8 
Brazil +561.0 +304.0 +499.0 +218.0 -43.0 -209.4 
Chile +164.6 +295.1 +222.6 +204.1 +137.9 +92.5 
Colombia +84.5 +141.8 +170.4 +137.2 +131.3 -42.0 
Dominican Republic -42.6 +33.2 +15.6 +38.1 +58.4 - 1 3 . 8 
Ecuador +18.8 ••25.7 +8.2 +8.2 +53.3 +88.1 
Mexico -925.8 +228.9 +172.8 +214.8 +417.9 +359.6 
Paraguay +12.0 +10.7 +7.6 +8.6 +3.6 
Peru - 3 1 . 7 - 1 2 . 6 +20.2 +51.1 - 8 . 4 +136.8 
Uruguay +75.5 +22.9 +72.2 +5.0 +8.6 -58.4 
Venezuela -394.6 -386,5 -361.5 -460.4 - 2 1 1 . 4 - 2 8 1 . 2 
Haiti - 2 . 3 +5.3 +3.5 -•0.2 +5.3 +8.7 
Panama +42.2 "•35.4 +28.4 +35.9 +25.0 +30.5 

Central America 

Costa Rica +19.3 +17.8 -19.8 +29.0 +25.7 +69.5 
El Salvador +28.4 +2.1 - 0 . 2 +13.6 +27.5 +23.3 
Guatemala +25.5 +22.5 +23.6 +19.7 +51.6 +71.8 
Honduras - 2 . 5 - +3.3 +17.4 1 5 . 1 +10.6 
Nicaragua +10.2 +7.0 +12.8 +7.4 +13.4 +8.8 

Total r excluding Cuba +¿,¿40,4 +360.6 +287.8 

Total , excluding Cuba 
and Venezuela 0 ^ 2 6 . 5 +1 689.7 +1 602ff0 -r821.0 +917.7 +569.0 

T o t a l , excluding 
Argentina. Cuba 
and Venezuela + 1 ^ 6 +1 iQk.o 32715 052*8 +949.6 +611.0 

Source: IMF, Balance of Payments Yearbook, v o l s . 15, 16 and 1 7 . 

a/ Provisional f i g u r e s , 
b/ Estimates. 
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LATIN AMERICA: EVOLUTION AND 
QUOTIENT OF IMPORTS 

AND EXPORTS OF GOODS 
(Millions of current dollar»} 

Natural scale 

declined, in absolute figures, by 555 million 
dollars. This was not due mainly to domestic 
factors relating to the development process, but 
to difficulties in paying external debts, which 
made it necessary to restrict imports,. At the 
same time these countries had to resort to 
further external (including balance ~of~payments) 
loans, since direct investment remained at a 
relatively low level,, 

In view of the foregoing considerations, a 
number of Latin American countries have been 
obliged to deal with the problem of external 
financing not only by obtaining additional capital 
inflows, but also to an increasing extent by 

renegotiating the terms of debts contracted 
previously,, Thus Brazil succeeded in reducing 
amortization payments due in 1965 to a total of 
242 million dollars; Argentina, out off total 
commitments of 787, 9 million dollars, postponed 
payment of 220, 7 million dollars and covered a 
further 120 million dollars with dollar bonds; 
Uruguay postponed payment of about 90 million 
dollars and obtained new loans for 55 million; 
Colombia, as a result of renegotiations, was left 
with only 10 per cent of its external debt falling 
due in less than five years (except that of the 
National Bank), 

Venezuela represents an exception, since it 
has a substantial external sector which has a 
strong influence on the regional total, and many 
of its items carry the mathematical sign opposite 
to that for the remaining countries. Current 
export earnings in 1965 exceeded payments for 
imports, profits, interest and amortization, and 
were sufficient to finance in addition a consider-
able outflow of capital which affected mainly the 
petroleum industry. 

In Chile a high level of external debt in 1965 
did not impose a sharp restriction of imports, 
because of the payments policy adopted. In 1965 
the composition of Chile's external debt changed 
in three important respects: there was a reduction 
in the volume of domestic debt in foreign cur-
rency, the outstanding external commitments of 
the private sector were reduced, and as a resist 
of the renegotiation of obligations and the contrac-
tion of new loans, the volume of commitments 
falling due over the short term was reducedo 

Mexico did not have a high volume of debt 
between 1956 and I960, but from I960 on the 
trend changed, especially in 1964, when the total 
inflow of funds under different headings amounted 
to over 1 000 million dollars0 

to 
:s) The remaining Latin American countries had 
a no serious external debt problems. Current 

earnings increased during 1961-64 at an average 
annual rate of 11,0 per cent, which was higher 

a than the regional average; imports rose by 130 5 
en per cent; and payments for profits, interest and 
Lai amortization rose by 1. 8 per cent. Furthermore, 
:al the last-named category represented only 12„5 
by per cent of export earnings. 
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The foregoing analysis, relating to Latin 
America as a whole, or to large groups of 
countries, reflects only with varying accuracy 
the situation in individual countries, in some of 
which conditions were the reverse of those 
described for the region as a whole» Hence it is 
proper to supplement the picture given of the 

region by certain data on the pace and iorra ot 
recent growth in the individual countries.. This 
will make it possible to appreciate, in terms of 
the particular economic features of each country, 
the effect of the general evolution of the region 
and their future prospects. 

Argentina 

In 1965, for the second successive year, the 
Argentine economy had a relatively high growth 
rate* The gross domestic product increased, in 
real terms, by 7. 8 per cent, with an increase in 
the per capita product of 6 per cent, and a level 
of activity 8 per cent above that achieved before 
the recession in 1962 and 1963D 

The continuing industrial expansion and the 
increase in agricultural production »which made 
possible peak export levels- were the main 
reasons for the change* Manufacturing expansion 
was based on a better use of the industrial 
capacity available. 

There was no difficulty in disposing of the 
increased agricultural output abroad, and high 
prices were obtained for exports of beef0 There 
were also other favourable factors, including an 
increase in the demand for durable consumer 
goods and for housing construction, and the 
accumulation of industrial inventories0 

These recent trends reflect the influence of 
important factors acting in some cases on the 
structure of domestic activity, and in others on 
its equilibrium. The f irst group of factors 
include the changes that occurred in the com-
position of final demand, and the technological 
progress achieved in some sectors of production., 
The second group include the reduction of the 
fiscal deficit and the persistence of inflation. 

The most important of the changes affecting 
final demand related to exports,, During the 
post-war period exports (including services) had 
been in the neighbourhood of 1 100 million 
dollars; in 1962 they rose to 1 500 million and in 
1965 were over 1 600 million9 although this rise 
was accompanied by a heavy burden of obligations 
resulting from foreign investment and loans« 

In 1965 the composition of demand was also 
affected by the emphasis given in domestic 
expenditure to durable consumer goods and 
housing construction, which rose at a singnifi-
cantly higher rate than investment in the 
production sectorsc This was due to -among 
other factors- the income levels attained,, the 
existence of a formerly repressed demand, and 
to increased financing facilities for this type of 
purchase., 

Total personal consumption rose by 8. 5 per 
cent, and the rate of domestic investment in 
relation to the product rose f rom 21,6 per cent 
in 1964 to 20.6 per cent in 1965; this was partly 
due to the smaller accumulation of inventories of 
agricultural products, since the rate of gross 
fixed investment went up from 20,4 per cent to 
21.5 per cent, mainly because of the increase in 
private building. (Of a total increase of 14 000 
million pesos in fixed investment in I960, 9 000 
million pesos represented private construction, 
2 000 million public construction and 3 000 
million machinery of all kinds.) Industrial 
inventories rose, and had an appreciable effect 
in increasing over-all demand, 

With respect to technological advances and 
the balance of the structure of production, the 
most important recent developments were the 
improvements in agricultural yields and in steel 
production and the progress towards the instal-
lation of a petrochemical industry. In 1965 
the yield of wheat per hectare was 35 per cent 
higher than the annual average for the decade 
1953-1962, a highly significant change, in view 
of the long stagnation of export agriculture, going 
back to the fifties. The steel industry achieved 
levels of utilization of capacity of 90 per cent in 
the production of pig iron and steel (with outputs 
of 0.7 million and 1.4 million tons, respectively), 
and 40 per cent in rolled steel products (output 
1.1 million tons). Further progress was made 
with the plans to install a petrochemical industry. 
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With respect to financial equilibrium, there 
was a substantial reduction in the government 
debt, mainly as the result of a sharp rise (43 
per cent in real terms) in tax revenue, the 
maintenance of current real expenditure at the 
same level, and a slight reduction in public 
investment,. The sums allocated to government 
enterprises and decentralized agencies decreased 
slightly at constant prices, and their composition 
changed, since larger allocations went to reducing 
the operational deficit than to the financing of 
investments, mainly as a result of the railway 
deficit, whick rose by 30 per cent in real terms. 

Despite the improvement in the financial 
situation, the rise in the product and the slower 
increase in the means of payment in the private 
sector, inflation continued, and led to an increase 
of 280 6 per cent in average retail prices during 
1̂ 965 (as against 22„ 1 per cent during 1964), 
The main inflationary factors were an average 
rise of 22 per cent in the official rate of exchange 
compared with that for 1964, and a rise in wages 
in monetary terms that was higher than the rise 
in prices. 

In 1965 the growth rate for the agricultural 
sector as a whole was 4 per cent, reflecting 
similar rates for both crop and stock production,, 
In addition to the bumper wheat harvest, which 
was over 10 million tons, there was also a rise 
in sunflower seed production, while the output of 
other fine grains declined0 The level of maize 
production was slightly below that for the pre-
ceding crop year, but industrial crop production 
as a whole rose, although there were great 
differences between the individual crops, Stock 
production rose by 4„ 6 per cent, largely as a 
result of the 4 per cent rise in beef output, At 
the same time the restoration of the cattle 
population continued, and the relative prices of 
beef cattle rose» There was an increase of 10 
per cent in sheep and pig production, milk 
production remained at about the same level, and 
there were increases of 6 per cent in wool 
production and 19 per cent in poultry production.. 

In 1965 there was a continuation of the process 
o£ industrial expansion that had followed on the 
severe recession of 1962-63, an expansion that 
had already made it possible to exceed earlier 
peak levels o Manufacturing rose by 14«, 3 per 
cent in 1964, and by 1105 per cent in 1965, the 
increases of the various groups of industries 
being more uniform in the latter year0 It is 
estimated that the new levels of activity have 
permitted a utilization of over 66 per cent of 
installed capacity, as against only 55 per cent in 
1963o 

In the extractive industries, output of crude 
petroleum fe l l by 20 1 per cent, This decline, in 
conjunction with increased demand, resulted in a 
rise of imports from 1«, 7 million cubic metres 
to 40 2 million,, The output of the natural gas 
network, on the other hand, rose by 22 per cent, 
attaining a level equivalent to over 3C 3 million 
cubic metres of petroleum« Coal output also 
rose, to 540 000 tons, an increase of 27, 5 per 
cent over 1964» 

In 1965 electricity production rose by 10 per 
cent, and building and other construction by the 
same amount« Marketing services expanded by 
9 per cent, and rail freight transport also 
increased slightly. 

The favourable development of the sectors of 
production in 1965 produced an increase in 
employment, In non-agricultural activities, the 
rate of increase was 3„ 5 per cent, much higher 
than the demographic growth rate for the 
population as a whole, which was 1,8 per cento 
Unemployment fel l f rom 5„ 7 per cent in October 
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1964 to 40 4 per cent in October 1965, and thus 
tended to return to the level of 20 7 per cent 
recordedinthe I960 census, when the employment 
situation was relatively normal. It should be 
noted that the expansion of the volume of output at 
apace that was almost double that of employment 

shows a significant rise in average productivity 
per worker. 

To judge by collective bargaining agreements, 
real wages rose in 1965 by about the same amount 
as in 1964, about 5 per cent for foremen and 7. 5 
per cent for ordinary workers* 

ARGENTINA: PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR 

I960 1963 1964 a / 1965 a/ 
Annual growth rates 

1960-65 1963-64 1964-65 

Thousands of m i l l i o n s of I960 pesos Percentage 

Gross domestic product 9 2 1 . 1 960.2 1 042.3 1 123.6 4.0 8.6 7 . 8 

T o t a l investment 1 6 9 . 1 193.3 227.3 233.3 6.6 1 7 . 6 2.6 

F i r e d investment 159.6 199.7 212.2 225.5 7 . 2 6.3 6.3 

Public 35.0 50.1 62.2b/ 60.0b/ 10.9 24.2 - 3 . 5 
P r i v a t e 123.8 149.6 1 5 0 . 0 t / 165.5b/ 6.0 0.3 1 0 . 3 

T o t a l consumption 7 4 1 . 1 7 3 7 . 2 8 1 1 . 8 875.6 3 . 4 1 0 . 1 7 . 9 

Public 80.5 8 1 . 8 80.9 80.0 - 0 . 1 - 1 . 1 - 1 . 1 
P r i v a t e 6 6 O . 6 655.5 73O.9 795.6 3 . 8 1 1 . 5 8.9 

Exports of goods and s e r v i c e s 101.9 I 3 0 . I 1 2 2 . 1 135.0 5.8 - 6 . 1 10.6 

Importe of goods and services 9 1 . 0 100.4 1 1 8 . 9 120.3 5 . 7 18.4 1 . 2 

Sources CONAflE/fcCLA Group, on the basis of o f f i c i a l data. 

a / Provisional f i g u r e s , 
b/ Provisional estimât e s . 

Foreign trade 
and the balance of payments 

In 1965 the surplus on the trade balance was 
about the same as in 1964. Although the volume 
of exports rose by 10 per cent, prices declined 
by an average of 5 per cent. Imports, on the 
other hand, remained at about the same level as 
in 1964, in terms of volume and current prices. 
Exports amounted to 1 640. 5 million dollars, 
and imports to 1 436. 5 million. 

The increase in the real value of exports of 
goods raised it to the highest level of the past 
decade, partly as a result of the successful sale 
of grains through the opening up or expansion of 
new markets, especially mainland China, and 
the reactivation of such traditional markets as 
Brazilo There were also some changes in the 
destination of exports of beef, and although the 
volume exported in 1965 declined, there was a 
significant increase in prices. In I960, 70 per 
cent of the chilled and frozen beef exported went, 
to the United Kingdom, whereas in 1964 this 

proportion fel l to 34 per cent, and tended to 
decline even further in 1965. 

Imports were 6. 1 per cent above those for 
1964, and their composition also changed, with 
an increase in raw materials and intermediate 
products, which accounted for 53 per cent of the 
total, and a reduction in capital goods, whose 
contribution fel l to 23 per cent. 

In 1965 the terms of trade declined by 6 per 
cent compared with 1964, as a result of the fall 
in the prices of cereal exports. 

During the year important negotiations 
took place to lighten the burden of servicing 
Argentina*s external debt. The results included 
the refinancing and postponement of obligations 
to the International Monetary Fund and the 
International Bank for Reconstruction and 
Development, as well as those arising out of the 
I960 agreements with European and United 
States banks and the 1963 agreements with Europe 
and Japan* 
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Bolivia 

Ma jor over—all trends 

Bolivia's economic growth rate slackened in 
1965, compared with the two previous years» The 
rate of increase in the total product, which had 
risen f rom just over 2 per cent in 1961 and 1962 
to more than 6 per cent in 1963, declined to 5„ 5 
per cent in 1964 and to 4. 2 per cent in 1965. 

These rates of growth were closely associated 
with export trends. The current value of exports 
has steadily recovered f rom the low level r e -
corded in I960 ( less than 60 mill ion dollars), a 
process which culminated in increases of 20 per 
cent in 1963 and 30 per cent in 1964, little change 
being noted in 1965, The total value of imports 
remained at much the same figure in 1964 and 
went up by about 10 per cent in 1965* This period 
marked a very different state of af fairs f r om that 
prevailing in earl ier years, in that excess imports 
dropped sharply. Thus, the large volume of 
exports -over 110 mill ion dollars in the last two 
years- did much to offset a decline in external 
financing compared with 1963, and at the same 
time to improve the position as regards Bolivia 's 
reserves. 

The changes in the over-al l volume of external 
financing -which continues to be a highly important 
factor in the functioning of Bolivia's economy-
have been accompanied by appreciable changes in 
its composition. Since I960, transfer payments 
have fluctuated in the neighbourhood of 20 mill ion 
dollars, while movements of capital have under-
gone sharper variations. 

In connexion with movements of capital, 
moreover , the proportion of direct investment 
has declined and the share of long-term loans has 
increased. 

Besides the structural factors that have 
influenced Bolivia's recent economic trends, there 
are others of a fortuitous nature which help to 
explain the relative drop in the 1965 growth rate. 
They include labour problems which affected the 
mining sector, and the adverse weather conditions 
for agriculture. In addition, private enterprise 
was somewhat curtailed pending the enactment of 
the new investment law, which took place at the 
end of 1965. 

Although the chronic f iscal deficit persists, 
the position has improved somewhat in the last 
two years, despite the substantial r ise in real 
expenditure in 1965. This improvement is at-
tributable mainly to the increase in the value of 
exports as a result of the rise in world prices of 
ores, of the efforts to rationalize the expenditure 

of the State-owned enterprise handling Bolivia's 
nationalized mining activities, and of an increment 
in central government revenue« Consequently, 
the Government has continued to furnish a dynamic 
impetus to the growth of demand. In fact, its 
share of the over-al l product, in terms of the total 
remuneration of both civilian and armed services 
members of the public administration, increased 
by over 12 per cent in 1965, compared with 1964«, 
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The mining sector, which generates 95 per 
cent of Bolivia's foreign exchange, has turned to 
account in the last two years the substantial r ise 
in the value of exports of ores. Concurrently with 
the increase in production and the improvement 
in the financial position of the Bolivian Mining 
Corporation (Corporacion Minera de Bolivia -
COMIBOL), additional measures have been 
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adopted to encourage private investment, in-
cluding the promulgation of the Mining Code and 
the Investment Act, and the decision to increase 
the credit resources of the Mining Bank (Banco 
Minero). 

Investment in the petroleum sector over the 
past five years led to production increases which 
in 1963 made it possible to export over 2 million 
dollars1 worth of petroleum to Argentina and to 
satisfy domestic demand -except in the case of 
aviation gasoline and fuel for turbines-, although 
both production and exports contracted in 1964 and 
1965. New refineries with a capacity of 2 200 
barrels per day were opened in Santa Cruz, and 
the situation is expected to improve further when 
the new Santa Cruz-La Paz-Arica pipeline is 
connected. 

The product of the agricultural sector de-
creased slightly in 1965, partly as a result of 
the adverse weather conditions which affected 
production, such as excessive humidity or 
prolonged drought, and in some cases diseases 
and pests. Potatoes and maize, which represent 
about 50 per cent of agricultural supply, were 
the principal crops affected, while livestock 
production remained at virtually the same level. 

The growth rate of manufacturing industry 
slackened off in 1965, as a result of the uncer-
tainty which prevailed before the investment law 

was enacted at the end of the year, and also 
because of specific problems which affected such 
sectors as milling and the cement industry. On 
the whole, the growth of industrial production in 
the last few years can be ascribed mainly to the 
better use that has been made of installed 
capacity, inasmuch as the tendency has been to 
allocate new investment to the Santa Cruz sugar 
and cotton-growing area. Moreover, a start was 
made on the construction of a plant for the 
manufacture of plastic products at La Paz, while 
a sulphuric acid plant, a tyre-retreading plant and 
a cotton textile mil l were installed at Oruro. 

Construction has been expanding at a faster 
rate than the over-all product, mainly as a result 
of public sector investment in infrastructure. The 
same cannot be said of house construction, for 
which relatively low levels are recorded in both 
the private and public sector0 

As regards electric energy, the low voltages 
and frequencies, which are seriously impairing 
the operation of industrial equipment, appear to 
indicate a certain-lag in generation capacity. Two 
plants are under construction, one to supply 
energy to Cochabamba and the surrounding mining 
district, and the other to feed La Paz. They are 
intended to increase the proportion of hydroelec-
tric energy, which, despite Bolivia's considerable 
potential, represents only 58 per cent of the total 
electric energy produced today,, 

BOLIVIA: PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR, 1960-65 

I960 1963 1964 1965 a / 
Annual growth rates 

1960-65 1963-64 1964-65 

Mill ions of I960 pesos Percentages 

Gross domestic product 4 467 5 124 5 406 5 630 4.7 5.5 4.2 

Total investment 675 867 946 ... 8.8c/ 9 . 1 ... 
Fixed investment 637 881 898 898 7 . 1 1 . 9 -

Public 275 539 522 ... 1 7 . 4 c / - 3 . 2 ... 
Private 362 342 376 ... 1 . 0 c / 9.9 . •. 

Total consumption 4 13S 4 81* 4 927 5 425b/ 5.6 2.3 1 0 . 1 

Public 360 457 484 537 8.3 5.9 1 1 . 0 
Private 3 77S 4 357 4 443 4 888b/ 5o3 2.0 10.0 

Exports of goods and services 726 772 882 774 1 . 3 14.2 - 1 2 . 2 

Imports of goods and services 1 072 1 329 1 349 1 467 6.5 1 . 5 8.7 

Source; ECLA, on the b a s i s o f o f f i c i a l s t a t i s t i c s . 

a/ P r o v i s i o n a l f i g u r e s , 
b/ Inc ludes v a r i a t i o n s i n s t o c k s , 
c/ 1960-64. 

21 



Brazil 

Four outstanding events dominate the general 
picture of Brazi l 's economy in 1965: the rise in 
the growth rate, the improvement in the external 
sector, the slowing -down of the inflationary 
process and the achievement of healthier position 
with regard to public sector income and expend-
iture. 

The rata of growth 

After two years of relative stagnation, the 
Brazilian economy registered in 1965 an in-
crease of about 7 per cent in the gross domestic 
product which was faster than the rate recorded 
in the two previous years or even in the preceding 
decade. This exceptional growth was largely 
attributable to the excellent harvests obtained 
that year as a result of favourable weather 
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conditions, which followed upon two year a in which 
they had been extremely unfavourable. If the 
agricultural sector is excluded, the growth rate 
of the rest of the economy was only 2. 4 per cent 
compared with 1964, or 4 per cent if only coffee 
is excluded* 

The production of coffee multiplied more than 
three-fold, reaching the figure of 36 million bags = 
Other agricultural commodities also registered 
sharp increases, which had the effect of raising 
the growth rate of the agricultural sector as a 
whole to approximately 20 per cent. By contrast, 
manufacturing industry made a particularly weak 
contribution to economic growth, since it contrac-
ted appreciably during the f i rst half of 19650 

Although it recovered in the second half of the 
year, its average growth for the whole year was 
estimated at only 1 per cent more than in 1964. 
On the other hand, the mining sector -w rich is 
directed more towards the external market -
showed highly satisfactory results, but since 
it carries little weight in the economy as a whole, 
it had no effect on the adverse trends in the non-
agricultural sectors. Nearly 30 000 housing 
units were built in 1965, and on the basis of this 
figure, in conjunction with other indirect indica-
tors, it is estimated that civi l construction 
remained at virtually the same level as in 1964. 
In the transport sector, government action in 
1965 was focused on two main objectives: the 
elimination of operations deficits in transport 
agencies and the integration of transport policy. 
Important results and progress were attained in 
the two fields. 

As regards the trends followed by the factors 
of over-a l l demand, available estimates reveal 
the dynamic growth of public investment and the 
reduction in private capital formation, which has 
been declining since 1961. Although fixed invest-
ment seems to have shrunk the same cannot be 
said of total investment, in view of the increase 
in stocks -particularly of coffee. The growth of 
consumption is estimated to have bagged slightly 
behind that of the total product, since sales 
abroad went up by nearly 10 per cent, while the 
supply of imported goods shrank by the same 
proportion. 

Evolution of the 
external sector 

The changes in Brazi l 's external transactions 
in 1965 are the result of the reversal of certain 
economic trends which had persisted in the past. 
Exports rose above the levels reached in 1953-54, 
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when the coffee boom was nearing its end, while 
imports showed a further reduction, which carried 
them to the lowest point since 1950« In contrast 
to the balance-of-payments deficits recorded in 
the past fifteen years (with the single exception 
of 196l), 1965 closed with a trade surplus of 
nearly 600 million dollars, which was more than 
enough to cover the negative balance under the 
head of net external factor payments and to 
constitute a substantial surplus in current 
transactions and in the balance of payments as a 
whole. 

The flow of off icial credit and direct invest-
ment reflected a negative balance of the order of 
80 million dollars. The result would have been 
even more unfavourable if the external debt had 
not been renegotiated, since this meant an 

appreciable decline in amortization payments. 

The increase in exports was achieved despite 
the fact that coffee sales fel l short of the 1964 
figure by some 55 million dollars. The bumper 
harvest in 1965 made available exportable sur-
pluses of a number of commodities ( for example, 
some 200 000 tons of rice were exported). 
Moreover, the relative contraction of domestic 
demand likewise facilitated exports of certain 
manufactures and other products. 

Import trends are associated with the modest 
rate of increase in the product and in the income 
of the non-agricultural sectors, particularly 
industry. This sector absorbs the bulk of Brazil 's 
imports, in view of the former characteristics of 
the import substitution process. 

BRAZILs PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR, 1960-65 

1963 a/ 1964 a/ 1965 a/ 
Annual growth rate's 

1960-65 1963-64 1964-65 

Thousands of mill ions of I960 cruzeiros Percentages 

Gross domestic product 2 413.8 2 777.7 2 864*4 3 073.5 4.9 3 . 1 7 . 3 

Total investment 374.4 387.4 418*9 ... 2.0 8 . 1 ... 
Fixed investment 355.6 363.4 361.7 356.3 0.0 - 0 . 5 - 1 . 5 

Public 126.5 105.3 I26.O 156.2 4 . 3 19.7 24.0 
Private 229.1 258.1 235.7 200.1 - 2 . 6 - 8 . 7 - 1 5 . 1 

Total consumption 2 080.4 2 371.9 2 408.6 ... 4.5 1 . 6 ... 
Public 370.7 453.2 441.9 453.0 4 . 1 - 2 . 5 2.5 
Private 1 709.7 1 918.7 1 966.7 ... 4.6 2.5 ... 

Exports of goods and services 166.8 196.6 176.9 194.0 3 . 1 -10.0 9.7 

Imports of goods and services 202.8 178.2 I40.0 126.2 - 9 . 0 - 2 1 . 4 - 9 . 9 

Sources: ECLA, on the basis of o f f i c i a l s t a t i s t i c s (Fundapao Gefttilio Vargas (FGV) and Brazilian 
Geographical and S t a t i s t i c a l I n s t i t u t e ) . External sector: ECLA, on the basis of 
International Monetary Fund (IMF), Balance of Payments Yearbook. 

a/ Provisional f i g u r e s . 

The easing of inflation 

According to available cost-of-living indica-
tors, the rate at which prices increased in 1965 
was half that of the two previous years; in other 
words, it dropped from nearly 90 per cent to 45 
percent. If account is taken of a combined index 
of three indicators ' -cost of living, wholesale 
prices and construction prices-, the rise is 
reduced to 34 per cent. 

These results have been obtained through the 
stabilization measures adopted since mid-1964, 
which were aimed at reconciling price control 
with other development goals. Hence, the formu-
lation of the stabilization policy has been a highly 
complex task which has required considerable 

room for manoeuvre and great flexibility in 
assigning priority to one or another of the 
objectives concerned. 

Powerful factors in helping to curb price in-
creases included the curtailment of salary and 
wage adjustments, the control of monetary 
expansion and the improvement in the fiscal 
situation. Nevertheless, the end of 1965 and the 
beginning of 1966 witnessed a renewed upsurge of 
inflationarypressures, as revealed by the rise of 
8. 2 per cent in the January price index. 

These pressures were partly effects deriving 
from the policy itself, since, concurrently with 
the proposals for curbing price increases, a 
short-term objective pursued consisted m 
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sweeping reform of the price system by means of 
action to remedy any possible distortions gener -
atedbyformer controls. This primarily affecied 
the rates of basic services (pujblic utility rates 
increased by an average of 71 per cent in 1965). 
rents (which wentup by 116 per cent) and essential 
goods that were imported at preferential exchange 
rates, such as wheat, petroleum and paper. 
Furthermore, the accumulation of foreign 
exchange came to be the principal factor promoting 
the expansion of money supply,, Although the 
exceptionally good harvest evidently helped to 
make the stabilization policy more effective, it 
also brought about distortions to the extent that 
reduced domestic demand and the lack of external 
outlets for Brazil 's crop surpluses made it 
necessary to support minimum prices and to step 
up purchases of coffee to constitute reserves. 

Public sector income 
and expenditure 

In recent years, the total central government 
income in real terms has grown quickly and 
steadily, by 7. 2 per cent in 1963, 10. 6 per cent 
in 1964 and 13.8 per cent, in 1965. The acceler-
ation in the last two years is attributable to the 

Central 

Major over-all trends 

The salient feature of the Central American 
economy in 1965 has been its relatively high 
growth rate, the steady upward trend noted in the 
past f ive years thus being continued» The 
increase in the domestic product for the area as 
a whole is estimated at 6. 8 per cent8 which 
compares favourably with the rates for 1964 and 
1960-65 of 6. 6 per cent and 6» 4 per cent, 
respectively» 

As in earl ier periods, this increase is 
attributable to the dynamic growth of exports 
-7. 3 per cent- which in conjunction with a slight 
improvement in the terms of trade, raised the 
purchasing power and real income of the five 
Central American countries. Although their 
economic growth was based on exports of tra-
ditional commodities, another contributing factor 
was the increase of 34 per cent in intra-area 
trade* In 1965, the latter amounted to over 
140 milli6n dollar s, or 20 per cent of total 
exports of goods, a fact which confirms its role 
as a catalyst of Central America's economic 
development. In effect, the rapid growth of 
intra-area trade stimulated industrial develop-
ment, prompting industry to make fuller use of 

emergency tax re form enforced in 1964, in 
anticipation of a complete reform which has not 
yet entered into effect. The relative share of 
capital income increased from 7. 1 per cent in 
1964 to 10o 1 per cent in 1965, and income tax has 
climbed even more rapidly. The rise in consumer 
taxes was considerably slower, and the real value 
of import taxes also declined» 

Central government expenditure did not 
increase as rapidly as income and registered 
significant changes in composition. Real current 
expenditure diminished in 1965, partly because of 
the freezing of salaries in the public sector» The 
relative share of capital expenditure, however, 
went up from 17. 1 per cent in 1963 to 21.6 per 
cent in 1964, and was about one-third in 1965«, 
This expansion, taken in conjunction with the 
increase in other public sector departments, has 
brought total public investment in 1965 to nearly 
10 per cent of the domestic product and 60 per 
cent of total investment» 

On the basis of these trends, for the first 
time in the last few years the central government 
current account showed a surplus, which has 
served to finance nearly 45 per cent of government 
capital expenditure and also to reduce the deficit 
in the budget« 

America 
existing capacity and to earmark additional 
resources for plant expansion and construction. 

Net external financing -amounting to some 
200million dollars in 1965- was another variable 
contributing to the area's sustained economic 
growth* Direct investment accounted for the 
bulk of that sum. 

In contrast to 1960-64, all the national 
economies taken separately contributed to the 
growth of Central America's domestic product. 
Noteworthy in this respect are Honduras and 
Nicaragua -with growth rates of over 8» 5 per 
cent annually-, due primarily to the substantial 
rise in external demand, which created the 
incentives needed for a more rapid increase in 
the agricultural sector. Costa Rica's growth rate 
of 7. 5 per cent was based on the recovery of 
agriculture, the steady expansion of industry and 
the intensification of construction activities. 
Although the growth rates of El Salvador and 
Guatemala were not as high as they had been 
(5.0 per cent and 5. 5 per cent, respectively) they 
made an essential contribution to the regional 
rates. The drop in the growth rate in these two 
countries was partlydue to the relative stagnation 
of agricultural production, the slackening of 
industrial growth and a smaller increase in the 
volume of exports. 
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Agricultural production 

The growth of Central America's gross product 
in 1965 was largely attributable to the expansion 
of the agricultural sector, which accounts for 
approximately 32 per cent of the total product« 
In 1965 it attained a growth of over 7 per cent, 
one of the highest recorded in the period 1960-65, 
when the average annual rate was 50 4 per cent. 

While the growth of agricultural activities was 
dynamic in some countries, a relative stagnation 
was observed in others. The volume of production 
for the export market increased faster than that 
destined for home consumption; consequently, 
exports of agricultural commodities increased, 
particularly in Honduras and Costa Rica. The 
growth of Guatemala's production for domestic 
consumption and the substantial increase obtained 
in Honduras influenced the production growth rate 
for the whole area, which was 4« 2 per cent 
higher than in the preceding period. 

On the whole, the position with regard to 
exportcrops was satisfactory. Thus in Honduras, 
bananas directly influenced the growth of the 
agricultural product (16 per cent f rom 1964 to 
1965), owing mainly to the fact that new plantations 
of disease-resistant species had reached the 
production stage. In Costa Rica, for the same 
reasons, banana production rose by 12, 3 per cent. 
In Guatemala, 1965 marked a partial recovery 
after the previous year's sharp decline in the 
production of bananas, but a considerable drop 
in the value of exports was unavoidable. 

The coffee output of the f ive Central American 
countries as a whole went up by 10 per cent. 
Costa Rica's recovery and the improvement in the 
production of Guatemala and Honduras were 
particularly marked. Production increments, 
albeit on a lesser scale, were also recorded in 
El Salvador and Nicaragua. 

CENTRAL AMERICA: RATE OF ECONOMIC GROWTH 

(Cumulative annual r a t e s ) 

Period 
Domestic product Real income 

Period 
Total 

capita 
T o t a l 

Per 
capita 

CENTRAL AMERICA 

1960-65 6.4 3 . 1 6.5 3 . 2 
1963 7 . 9 4.4 6.9 3.5 
1964 6.6 3.2 8.2 4.8 
1965 6.8 3.4 7 . 2 3.8 

COSTA RICA 

1960-65 4.4 0.3 4.6 0.5 
1963 6.7 2.5 5.4 1 . 2 
1964 1 . 1 - 3 . 0 2.6 - 1 . 5 
1965 7 . 5 3.3 8 . 1 3.9 

EL SALVADOR 

1960-65 7 . 2 3.9 7 . 2 3.9 
1963 4.9 1 . 6 4 . 1 0«8 
1964 9.5 6.2 1 0 . 1 608 
1965 5.0 1 . 8 7 . 7 4«4 

GUATMALA 

I96O-65 6.0 2.8 5.8 2.6 
1963 12.6 9 . 4 10.2 7 . 0 
1964 5.9 2.7 8.6 3 . 2 
1965 5.5 2.3 5.4 2.2 

HONDURAS 

1960-65 6.5 2.8 7 . 0 3-3 
1963 3*0 - 0 . 5 4 . 1 0.4 
1964 6.7 3.0 7 . 1 3.4 
1965 10.6 6.7 9.3 5.5 

NICARAGUA 

1960-65 8.9 5 . 7 9.4 6.2 
1963 6.9 3.6 7 . 5 4 . 2 
1964 10.Ô 7 . 7 12.5 9.2 
1965 8.6 5 . 2 8.0 4.7 

Source: O f f i c i a l s t a t i s t i c s and ECLA estimates. 
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In all countries of the area, cotton production 
was affected to a greater or lesser degree by 
drought and pests, but the effects will be more 
noticeable in the 1966 exports» 

With respect to crops for the home market, 
it should be noted that all the Central American 
countries except Costa Rica achieved appreciable 
increases in their production of maize and beans. 
Dry farmed rice also suffered from adverse 
weather conditions, a sharp reduction being noted 

in Costa Rica's harvest for the second year in 
succession. Sugar-cane production continued to 
increase in the five countries concerned, excellent 
crops being obtained in El Salvador and Nicaragua. 

Livestock production is going through a 
critical phase in Central America, owing to the 
high rate of slaughter to which the stock was 
subjected in order to raise exports. As a result, 
both supplies for regional consumption and the 
volume of exports have declined« 

CENTRAL AMERlCAj PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR, 1960-65 

Annual growth rates 

I960 1963 1964 1965 1960-65 1963-64 1964-65 

Millions of 1960 dollars Percentages 

Gross domestic product 2 797.8 3 355.4 3 577.0 3 820.0 6.4 6.6 6.8 

Fixed investment 356.5 440.4 493.5 530.3 8.3 1 2 . 1 7 . 5 

Public 80.4 98.6 118.0 116.4 7 . 7 19.7 - 1 . 4 
Private 276.1 341.8 375.5 413.9 8.5 9.9 10.2 

Total consumption 2 531.6 2 915.8 3 158.1 3 4 1 7 . 1 6.2 8.3 8.2 
Public 246.7 272.6 289.6 311 .8 4.8 6.8 7 . 7 
Private 2 185.5 2 643.3 2 868.5 3 105.3 7 . 3 8.5 8.3 

Exports of goods and services 493.9 712.7 748.5 803.4 10.2 5.0 7 . 3 

Imports of goods and services 584.2 713.5 823.1 930.8 9.8 15.4 1 3 . 1 

Source; ECLA, on the b a s i s o f o f f i c i a l s t a t i s t i c s . 

Costa Rica 

In 1965, Costa Rica°s economy registered a 
dynamic rate of growth in relation to the previous 
year. The situation deriving from the disastrous 
effects of the eruption of the volcano Irazu on a 
considerable proportion of its agricultural prod« 
uction was overcome in 1965, as evidenced by 
the growth of the gross product: 7. 5 per cent 
compared with 1. 1 per cent in 1964. The output 
of the agricultural sector, for its part, rose by 
8 per cent, following upon a 9 per cent contraction 
in 1964. 

The expansion of the agricultural sector was 
mainly accounted for by two export commodities: 
bananas, with a peak harvest of 17.2 million 
stems; and coffee, whose output partly offset the 
previous yearns losses. 

The manufacturing sector was especially 
active in 1965, prompted by Costa Rica's recent 
entry into the Central American common market. 
This has encouraged the development of new 

industries and the expansion of existing ones, 
particularly fert i l i zers, canned foods, made-up 
clothing and leather manufactures. 

The rigid conditions in the export sector still 
persist, as reflected in sharp fluctuations and a 
slow growth rate. The volume of exports remained 
at much the same level in 1965 and, in view of 
the drop in coffee prices, their current value 
declined. On the other hand, imports were 
30 per cent higher than in 1964o There was 
therefore a deficit of 70 million dollars on current 
account and a reduction of 7 million dollars in 
the net international assets of the monetary 
authorities» 

In contrast to this situation with respect to 
external demand, the internal sectors provided a 
certain stimulus to economic growth« Apart 
f rom private investment, which seems to have 
expanded barely enough to offset the contraction 
in 1964, i t is estimated that public investment and 
personal expenditure on consumption increased 
considerably. 
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CI Salvador 

After a highly favourable year in which the 
vigorous growth of exports combined with the no 
less dynamic expansion of public and private 
investment to produce a growth of 9» 5 per cent in 
the over-all gross domestic product, El Salvador 
showed signs of a weakening economy in 1965. 

Initial estimates indicate an economic growth 
rate of 5 per cent, which falls short of the target 
of 6. 5 per cent established in the National 
Economic and Social Plan, 1965-69» for its f irst 
year of operation. But even so, with an average 
annual per capita increase of 4 per cent in the 
product for 1960-65, El Salvador is one of the 
countries recording the fastest economic growth 
rates in Latin America. 

The loss of impetus in the past year is 
attributable to the exporting sector, inasmuch as 
the gr owth r ate of e xte r nal s ale s - mainly of 
cotton- dropped to one third (from 12. 2 per cent 
to 4 per c4ent), and to the slower rate of domestic 
fixed capital formation in 1965. The rate of 
increase of public investment dropped from 
16 per cent to 7. 8 per cent, and that of private 
investment from 22. 6 per cent to 9 per cent. 

The improvement in the terms of trade in 
1965 permitted an increment of 11 per cent in 
imports over the 1964 figure, and reduced the 
deficit on current account. 

Altogether, the volume of El Salvador^ 
traditional trade items increased by only 4 per 
cent, as against the high rate of 32 per cent for 
the remaining exports. Sales" to other Central 
American countries in 1965 represented about 
25 per cent of total exports. 

The sectors which did most to slow down the 
over-all growth rate in 1965 were agriculture 
and industry, with rates of increase of 0. 2 per 
cent an 9. 5 per cent, respectively, compared 
with 9o 9 per cent and 28.6 per cent the year 
before. Public sector and construction activities, 
on the other hand, forged ahead more rapidly 
than in previous years, although the larger scale 
of activities &eems to have been partly due to the 
reconstruction of the area damaged by earthquakes 
at the beginning of the year. 

The Guatemalan economy has registered 
satisfactory growth rates in the past three years, 
although a downward trend is apparent. The 
incentives have been external demand (an average 
annual increase of 14 per cent) and domestic 

capital formation which, despite the sharp 
fluctuations in public investment, has grown at 
an average annual rate of 15 per cent. 

Production for the home market expanded 
more slowly thandomestic demand. The shortage 
was met through an annual increase of 17 per cent 
in imports. 

Exports have expanded dynamically in the 
last three years, while a greater diversification 
was achieved in both the items exported and the 
countries of destination« Cotton sales to other 
countries have multiplied f ive-fold in the past 
quinquennium, and a large number of new items 
have been exported, including many manufactured 
products of little significance in themselves but 
displaying a dynamic rate of growth. Altogether, 
those new items amounted to 70 million dollars 
in 1965, which is equal to the foreign exchange 
earnings generated by coffee, the principal 
export commodity. Particularly notable are the 
exports to other Central American countries, 
constituting a volume of foreign trade which 
multiplied six-fold between I960 and 1964 
and represents over 18 per cent of total exports. 

Coffee sales to other countries show a sMght 
increase but their share of total exports has 
gradually shrunk from 64 per cent in I960 to 40 
per cent at the end of the five years under review. 
Banana sales have gradually declined owing to 
the abandonment of plantations on the south coast, 
and this decline has not been offset by the new 
operations of the leading banana exporting 
companyinthe Izabal area, on the Atlantic coast. 
In 1965, sales amounted to only 3. 5 million 
dollars. 

The increase in both imports and invisibles, 
which produced an unprecedented deficit of 70 
million dollars on current account, was financed 
by the notable increment in the inflow of private 
capital, mainly on a long-term basis. Neverthe-
less, the development of all the items that make 
up the capital account was not enough to cover the 
deficit. Hence the reduction of 6. 5 million dollars 
in net international reserves. 

Honduras 

For the second year in succession Honduras 
registered a vigorous economic growth« The 
increase of just over 10 per cent in the gross 
product for 1965, according to initial estimates, 
easily surpassed the annual goal established in 
the Development Plan for 1964-69 and is largely 
attributable to an excellent harvest, which made 
it possible to reach hitherto unattained export 
levels. The traditional commodities contributed 
most to the rise of 23 per cent in the total volume 
of exports^ A 40 per cent increment is recorded 
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in the foreign exchange earnings generated by 
banana sales, a commodity which continues to 
account for two-fifths of such earnings, while 
coffee and cotton sales also exceeded the previous 
figures. 

Public expenditure, which in former years 
represented the main incentive to dynamic growth 
at a time when the export sector was expanding 
slowly, no longer provided the same impetus in 
1964 and 1965. In fact, during those two years, 
as in the early f i f t ies, the external sector was the 
catalyst, with the help of private investment and 
the increasing domestic demand for consumer 
goods, which expanded by 13 per cent and 15 per 
cent, respectively in the last two years. 

In the meantime, efforts are proceeding to 
diversify the production base. This rests on an 
agricultural sector which provides employment 
for almost three-fourths of the population and 
generates nearly half the total product, and on 
an industrial sector which, despite its recent 
dynamic growth, still carries little weight and 
presents a structure that is typical of an incipient 
process. The attention focused in recent years 
on the building of highways -which are promoting 
the integration of the domestic market and closer 
links with other countries members of the Central 
American common market-, the entry into 
operation of the f irst stage of the JoJoa-Rio Lindo 
hydroelectric power development project which 
doubles the country's power generating capacity, 
the special treatment accorded to Honduras by 
the other countries parties to the Economic 
Association Treaty with respect to the establish-
ment of new industries and, in general, the 
progress made in economic planning are further 
signs of the results being attained through the 
above-mentioned efforts. 

Nicaragua 

In 1965, Nicaragua presented the same 
favourable economic conditions which have made 
for a markedly dynamic economic growth since 
the beginning of the sixties, and even earlier 

before. This is borne out by the increases 
recorded in the growthrates of the gross domestic 
product (8. 6 per cent) and of exports (9. 3 per 
cent). 

The development of the cotton sector coupled 
with the expansion of manufacturing industry 
between I960 and 1962, brought about an increase 
of 60per centin gross investment, but the ensuing 
years witnessed a reduction in the rate of capital 
formation as a result of the stagnation of public 
inve stme nt. Notwith s tanding the fac t that the 
rising trend ended in 1965, capital expenditure 
in the public sector "has constituted an important 
contribution to the development of Nicaragua's 
economic activities through the construction of 
infrastructure projects, e .g . , highways, dams 
and hydroelectric plants. 

As regards the structure of production by 
sectors, agriculture is developing at a vigorous 
pace. The particularly favourable conditions for 
agricultural and livestock development prevailing 
in Nicaragua, combined with the acquisition of 
agricultural machinery, improved seeds, insecti-
cides and fert i l izers on an increasing scale, have 
enabled production in 1960-65to expand at 9. 7 per 
cent annually, or at virtually the same high rate 
as manufacturing industry. This trend was 
accentuated in 1965, a rate of 12s3 per cent 
being recorded for agriculture and 7 per cent for 
industry0 

The growth of agricultural production destined 
for export -which was greatly influenced by the 
increase in cotton production- was both steadier 
and more dynamic than that of production for home 
consumption« Government policy has played an 
important part in the expansion of cotton crops, 
primarily through credit measures. 

The above trends are reflected in the evolution 
of exports. Their growth rate from I960 onwards 
was 19 per cent annually, but it dropped to 7. 9 per 
centin 1965. The high rate prevailing up to 1964 
must be ascribed almost entirely to the cotton 
boom, since the value of exports rose from 
15million dollars in I960 to 57 million dollars in 
1964; thus cotton easily replaced coffee as the 
principal export commodity. 

Chile 
Major over—all changes 

Chile recorded an increment of 4 per cent in 
the total gross product in 1965, which in view of 
the improvement in the terms of trade was 
translated into a growth of 5 per cent in real 
income. These results are far better than in the 
two previous yearsc when the increases in the 

domestic product barely equalled the population 
growth rate« 

Concomitantly with the recovery in the rate 
of economic growth, certain changes in 1965 
reveal the entry into force of economic policy 
measures which served to mitigate some of the 
conditions of chronic disequilibrium that have 
characterized the Chilean economy. Some results 
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of those measures are the easing of inflationary 
pressures -the cost-of-l iving index rose by 26 
per cent as against 38 per cent in 1964-, the 
appreciable improvement in the external financial 
position and the reduction in the public sector 
deficit, in spite of the considerable expansion of 
total expenditure. 

CHILE : 1960-65 
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In recent years, the growing social pressures 
and the political action taken in connexion there-
with,, combined with the clear decision to use 
State socio-economic activities as a means of 
stimulating the production system, have increased 
f iscal responsibilities. This was particularly 
noticeable in 1965, when total public expenditure 
increased by 23. 4 per cent in real terms. At the 
same time there was a considerable r ise in the 
proportion of capital expenditure, which substan-
tially increased public investment. 

Public income also went up appreciably, and 
underwent considerable changes in composition. 
Direct taxes on personal income more than 

doubled in real terms, while indirect taxes 
-which were already high- increased by 13 per 
cent. 

The contribution of external transactions to 
the dynamic growth and stability of the domestic 
economy was maintained and in certain respects 
intensified. Export and import flows have taken 
a highly favourable turn in the last few years, 
inasmuch as imports reached an annual average 
of 610 million dollars in 1961-65, compared with 
450 million dollars in the preceding quinquennium. 
In 1965, the current value of exports rose again, 
owing to the increase in copper prices 8 while that 
of imports was brought down, in order to reduce 
the deficit in current transactions; this was 
offset by a net inflow of autonomous capital of 101 
million dollars8 which was far below the 1964 
figure of 145 million dollars. 

This favourable evolution of public activities 
and external transactions served to counteract 
the effects of other economic variables which had 
been responsible for Chile's slow economic growth 
in the past, and in respect of which no major 
changes have been noted of late. Private invest-
ment underwent a further contraction in 1965, 
agricultural production remained at a standstill 
and no significant progress was made in the 
industrial development process. 

Domestic demand 
and the rigidity 
of the production system 

The lack of dynamic force of the production 
system over the long term, as reflected in the 
low over-al l growth rate and in the scant diversi-
fication of its sectoral structure, has become 
more evident in the last few years with the 
intensification of social pressures in favour of an 
improvement in living conditions. 

In the face of these contradictory facts, 
government policy up to 1964 consisted on the 
one hand, in adjusting salaries and wages by a 
lower percentage than the r ise in the cost of 
living and, on the other, in using external credit 
to increase supplies of some essential goods. 
In 1965, other guidelines were established in 
respect of certain essential questions and there 
was a change in the degree of importance 
attaching to former directives; in other words, a 
new policy was forged. 

Perhaps the principal change was in the 
salary and wage policy where, in line with the 
general principle adopted, nation-wide adjust-
ments are made in proportion to the cost of living 
increase, and preferential percentages have been 
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established in favour of certain under-privileged 
groups, such as agricultural workers. At the 
same time, more weight is carried by direct 
taxes on personal income. The fragmentary data 
on the income levels and social security benefits 
ofwage-earners indicate that a process of income 
redistribution has taken place in the last two 
years, particularly in 1965. 

Moreover, although imports declined by 7 
per cent, the items mainly affected were capital 
goods, while the share of consumer goods and 
raw materials increased, thereby supplementing 
the insufficient growth of certain basic items of 
domestic consumption or supplying inputs for 

import substitution industries,. This was con-
ducive to a rise in consumption, in spite of the 
increase in total investment, the limitations of 
agricultural supply and the relatively slow indus-
trial growth. 

The sharp upswing of public investment was 
another notable development in the recent evo-
lution of domestic demand«, Infact, the proportion 
of total public expenditure represented by capital 
expenditure went up from 28„ 9 per cent in 1964 
to 3 40 8 per cent in 1965 - f rom 210 9 per cent to 
280 4 per cent if amortization payments are 
excluded-, which are far higher than the figures 
recorded in earlier years» 

CHHE: PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR 

Annual growth rates 
I960 1963 1964 1965 a/ 

I96O-65 1963-64 1964-65 

Mill ions of I960 escudos Percentages 

Gross domestic product 4 974.3 5 579.0 5 719.8 5 952.0 3.7 2.5 4 . 1 

Total investment 535.0 704.0 716.0 ... 7.6b/ 1 . 7 ... 
Fixed investment 513.0 704.0 696.7 797.0 9.2 - 1 . 0 14.4 

Public c/ ( 3 O O . O ) 389.5 4 0 6 . 4 521.0 1 1 . 7 4 . 3 28.2 
Private ( 2 I 3 . O ) 314.5 290.3 276.0 5.3 - 7 . 7 - 4 . 9 

Total consumption 4 547.9 4 956.3 4 998.9 5 120.2d/ 2.4 0.9 2.4 

Public 510.7 556.0 524.3 574.0 2.4 - 5 . 7 9.5 
Private 4 037.2 4 4 O O . 3 4 474.6 4 546.2d/ 2.4 1 . 7 1 .6 

Exports of goods and services 582.3 620.5 706.5 6 8 8 . 3 3.4 13.9 - 2 . 6 

Imports of goods and services 690.9 701.8 701.8 653.5 - 1 . 1 - - 6 . 9 

Sources : Product, investment and public consumption in I960, 1963 and 1964: Production Development 
Corporation (Corporación de Fomento da l a Producción - CORFO), Cuentas Nacionales de Chile. 
1958-63. and the O f f i c e of the President of Chile (National Planning O f f i c e ) ; exports and 
imports: ECLA, on the basis of International Monetary Fund (IMF), Balance of Payments Yearbook. 

Note: The f igures i n brackets are ECLA estimates. 

a/ Provisional estimates of BCLA, based on o f f i c i a l s t a t i s t i c s . 
b/ 1960-64. 

c/ Figures for real investment financed by the public sector, calculated by the Budget O f f i c e , 
Ministry of Finance; 1963 and 1964: actual f igures; 1965: data taken from the budget, 

d/ Includes variations in stocks. 

Major sectors 
of economic activity 

In spite of the different forces building up on 
the demand side, the response of the production 
system was far from dynamic. Nor did any 
important changes take place in the relative 
share of th'e various economic sectors. 

An exception to the above was the substantial 
increase in construction activities. Housing 
construction reached unprecedented levels, as a 
result of public sector activities in this f ield, 

since orivate building remained at approximately 
the same level as in 1964« This intensive growth 
was only partly accounted for by the emergency 
housing built to solve the problems created by the 
earthquake in March 1965. 

In contrast to the evolution of construction, 
the agricultural sector remained practically at a 
standstill. Indeed, production seems to have 
declined (-1. 1 per cent) as a result not only of 
adverse weather conditions and the autumn storms 
in 1965 but also of the inflexible nature of supply, 
which is a deep-rooted characteristic of this 
sector«. The reduction in yields was the factor 
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directly responsible for the above trend, since 
the area under cultivation was extended, even if 
only by 10 6 per cent. 

The volume of Chilefe total mining production 
remained at virtually the same level as in 1964«, 
There were increments of about 30 per cent in 
coal and iron, but decreases in the remaining 
items, particularly copper (3* 8 per cent) and 
petroleum (70 2 per cent), In both cases the 
effects of labour disputes made themselves felt* 

The gross product of the industrial sector 

rose by 5® 4 per cent; thus industry recovered 
part of the dynamic force it had lost in 1960-63, 
without, however, regaining the high rate recorded 
in 1964« An analysis of sub-sectors indicates 
that an acceleration took place in the group of 
consumer goods industries, there was little 
growth in the group producing intermediate goods 
and the growth rate of the metal-transforming or 
"dynamic" industries was reduced by half. The 
latter had registered considerable increases in 
1963-64 as a result of the installation in Chile of 
a number of assembly plants for durable goods 
and vehicles. 

Colombia 

Gemerai features 
of the country's recent 
economic development 

Colombia's economic ' development over the 
past f ive years is characterized by an uneven 
growth rate, which has fluctuated sharply f rom 
year to yearQ The largest increaoe was obtained 
in 1964, when the gross product went up by 5„ 3 
per cent and real income by 6. 7 per cent. The 
figures for 1965 were only 3» 9 per cent and 3, 8 
per cent, respectively,, 

The persistence of well-known structural 
obstacles and the fluctuations in the terms of trade 
have precluded the attainment of higher or 
steadier rates of growth and largely account for 
the disparities between the last two years. 

In 1964, exports of goods reached the highest 
level recorded in the past decade, thanks to the 
high export prices of cof fee. On the other hand, 
imports of goods increased by 16 per cent and the 
gross inflow of long-term capital rose to 190 
mill ion dollars. 

The favourable conditions prevailing in the 
external sector in 1964were not repeated in 1965. 
In fact, exports declined somewhat as the result 
of a reduction of 11 per cent in the volume of 
coffee shipments abroad and of a slight drop in 
price, which was not offset by the substantial 
increments in exports of cotton, petroleum and 
bananas. Meanwhile0 imports of goods were 
drastically reduced (128 million dollars less than 
in 1964), in line with government measures 
intended to improve Colombia's payments position 
and to lighten the pressure on international 
reserves, which had sunk to very precarious 
levels owing to the continuing deficit in the balance 
of payments over the past few yearo. In 1961-63, 
the outflow of capital under the head of remittances 
of profits and interest, and amortization of non-

compensatory and baiane e-of-payments loans 
amounted to 370 mill ion dollars more than the 
inflow of capital. This fact, together with a 
negative trade balance, produced a cumulative 
deficit in the balance of payments (before 
compensation) of 630 mill ion dollars. This deficit 
was partly reduced by the marked increase in the 
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inflow of long-term capital in 1964, despite the 
high level of imports that year. 

Notwithstanding the reduction of 60 mill ion 
dollars in Colombia's capacity to import in 1965 
-capital inflows were lower than in 1964-, the 
balance of payments showed a surplus of 100 
million dollars owing to the drastic cut in imports 
re ferred to above. Thus, it was possible to 
improve the net position with the monetary 
authorities and to increase the country's gold and 
foreign exchange reserves. 

The slow growth of the product in 1965 failed 
to counteract those changes in external trans-
actions, and this caused a decrease, in absolute 
terms, in the supply of goods and services for 
domestic consumption and use«, As a result, 1965 
marked a very small increment in consumption 
and a drop of 7 per cent in investment. 

Both investment and operational expenditure 
in the public sector have been declining in real 
terms since 1962, owing to the inability of the 
Government's current sources of income to 
provide more funds. Hence the continuing deficit 

in the central government accounts, which in 1965 
amounted to 960 million pesos. 

The pressures deriving from the external 
sector and f iscal disequilibrium, which required 
more and more financing and thus created 
inflationary pressures, made themselves felt in 
various ways. The most important manifestations 
were the f ree market exchange rate for the dollar 
(which rose by 50 per cent f rom December 1964 
to August 1965) and the rise in domestic prices 
(the cost-of-l iving index went up by 14, 8 per cent 
in the course of 1965), These two factors 
aggravated the climate of economic and financial 
instability which had been apparent since the 
beginning of the year and led to the formulation 
of a government stabilization programme by 
virtue of which the exchange rate for the dollar 
was raised from 9 to 130 50 pesos for most 
imports, and from 7. 67 to 8«, 50 pesos for coffee 
exports earnings, while the rate for other export 
earnings was established at 13,50 pesos. An 
additional surtax was also levied on sales and the 
Government was authorized to issue "economic 
development bonds" for a value of up to 600 million 
pesos. 

COLOMBIA; PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR, 1960-65 

I960 1963 1964 1965 y Annual growth ratea 

1960-65 1963-64 1964-65 
Millions of I960 pesos Percentages 

Gross domestic product 26 418 30 082 31 674 32 912 4.5 5.3 3.9 

Total investment 5 477 5 502 6 019V 5 600 0.4 9.4 - 7 . 0 

Fixed investment 4 827 4 921 5 325b/ 5 100 1 . 1 8.2 - 4 . 2 

Public 
Private 

811 
4 016 

936 
3 985 

1 008b/ 
4 317b/ 

970 
4 130 

3.7 
0.6 

7 . 7 
8.3 

- 3 . 8 
- 4 . 3 

Total consumption 21 469 24 755 26 469 26 820 4.5 6.9 1 . 3 
Public 
Private 

1 659 
19 810 

2 006 
22 749 

2 310 
24 159 

2 120 
24 700 

5.0 
4.5 

1 5 . 2 
6.2 

- 8 . 2 
2.2 

Exports of goods and services 3 792 4 069 4 590 4 520 3.6 12.8 - 1 . 5 
Imports of goods and services 4 320 4 244 5 404 4 028 - 1 . 4 27.3 - 2 5 . 5 

Source: ECLA, on the basis of data furnished by the Banco de l a República and the Administrative 
Planning Department« 

a/ Provisional f i g u r e s . 
b/ Provisional estimates. 

Sectoral evolution 
of production 

The agricultural growth rate, which had risen 
to 5, 2 per cent in 1964, declined to 10 4 per cent 
in 1965. 

Manufacturing industry, after a relatively 

substantial growth of 60 8 per cent in 1964, 
expanded by 5, 4per cent in 1965, when this sector 
was seriously affected by the reduction in imports 
of raw materials (about 23 per cent) and capital 
goods (10 per cent). 

Mining has followed a highly irregular trend 
since I960. Production increased sharply in 1965 
(by about 13 per cent), owing mainly to the 
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exceptional increment in Colombia's petroleum 
output (20 per cent up to October, compared with 
the same period in 1964), which represents about 
three-fourths of the total output of its extractive 
industries,, 

Construction was one of the sectors most 
seriously affected by the unstable economic 
situation and the drop in investment, Its product, 
whichhas been steadily declining since 1962, fel l 

by 4. 7 per cent in 1965, The gross floor area 
built decreased by 5 per cent, while the prices of 
building materials rose by 8 per cent. 

Electricity, gas and water supply continued 
the rapid growth rate (per cent) maintained by 
this sector for several years, attributable to the 
increase in the electric energy generating capacity 
promoted by the Government» The transport 
sector product rose by nearly 8 per cent in 1965. 

Dominican Republic 

The economy of the Dominican Republic 
suffered severely in 1965 as a result of the 
political and military developments which lasted 
for several months and particularly affected the 
capital -Santo Domingo. Various economic 
activities, particularly foreign trade, industry 
and services, were affected by this abnormal 
situation.» The already critical position was 
made worse by constantly falling prices for the 
main export items» Preliminary estimates 
indicate that, as a result of all these circum-
stances, the gross domestic product decreased 
about 10 per cent while unemployment soared, 
especially in Santo Domingo. 

The different sectors of production experi-
enced the impact of these events in varying degree-
Agricultural production probably suffered least of 
all, but even so its absolute volume deminished. 
The sharpest drop of a little over 11 per cent was 
recorded for sugar cane output. However, 
increments were achieved by the next most 

important commodities (5 per cent for coffee and 
about 10 per cent for rice). Livestock production 
declined by 3 per cento 

No data are available on industrial production 
in 1965, whichin the previous year had generated 
12 per cent of the total product. As regards the 
sugar industry, which contributes slightly over 
40 per cent of manufacturing output as a whole, 
cane production undoubtedly went down by about 
10 per cent. In the remaining branches of industry 
-cement, vegetable oils and fats, bottles, 
chocolate, fert i l izers, textiles, rum, beer, 
cigars, cigarettes and footwear- the decline was 
probably much sharper given the chaotic conditions 
prevailing for several months in the city of Santo 
Domingo -the main consumer market. These 
assumptions are likely to be even more valid in 
relation to the services sector, since trade, 
finance, public administration and the bulk of the 
other services were also concentrated in the 
capital. 

DOMINICAN REPUBLIC: PRODUCTs CONSUMPTION, INVESTMENT AND THE 
EXTERNAL SECTOR 

1964 196$ 
Annual growth rates 

1960-65 1963-64 1964-65 

mjxu >ns of I960 Dominican pesos Percentages 

Gross domestic product 675.9 839.2 885.1 800.0 3.4 5.5 - 9 . 6 

Total f i x e d investment 66.7 63.8 79.2 ... 4 . 4 V 24.1 • « « 

Public 
Private 

35.0 
3 1 . 7 

16,0 
57.8 

28.0 
51.2 

. . . 

• • . 

- 5 . 4 b / 
12.7b/ 

75.0 
- 1 1 . 4 

. . 0 
«. 0 

Total consumption 557.1 885.4 961.2 ... 14.6b/ 8.6 ... 
Public 
Private 

105.9 
451.2 

153.9 
731.5 

176.6 
784.6 

... ... 13.6b/ 
14.8b/ 

14.7 
7 . 3 

• . « 
• « « 

Exports of goods and services 173.3 150o5 154.7 120.7 - 7 . 0 2.8 - 2 2 . 0 

Imports of goods and services 121 .2 260 0 5 290.7 134.9 2.2 1 1 . 6 - 5 3 . 6 

Sources'. United Nations Statistical Off ice, National Accounts Questionnaire ( 1 9 6 5 éd.); ECLA, on the 
basis of statistics ¿from the Balance of Payments Yearbook. op. c i t . 

a/ Provisional estimates. 
y 1960-64. 
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Exports fe l l f rom 179o8 mil l ion dollars in 
1964 to 122» 5 mill ion in 1965 (31. 9 per cent), 
since all the major items declined, with the 
exception of bauxite, as witnessed by the f igures 
for export trade (given in millions of dollars) 
below: 

mk 1 2 6 i 

Sugar cane products 92.7 60.4 
Cocoa and cocoa products 1 6 . 1 7.6 
Leaf tobacco 15.0 8.8 
Coffee beans 30.2 20.1 
Bananas ( su ineos) 5.9 2.8 
Bauxite 9.2 1 1 . 5 
Other 10.7 1 1 . 3 

T o t a l iZÜLsÜ 122.5 

a/ P r o v i s i o n a l estimates» 

Exports of sugar cane, in particular, contrac-
ted by nearly 35 per cent. This was due to the 
fact that the only sales made were to the 
United States, because of the slump in prices on 
the f ree market ( f rom 10. 75 dollar cents per pound 
in January 1964 to 2.83 dollar cents in December 
of the same year and I . 79 in August 1965). In 
the United States, by contrast, prices dropped 
very little ( f rom 6. 90 to 6. 75 dollar cents). It 
should be remembered that in 1964 the Dominican 
Republic sold 42 per cent of its crude sugar 
production on the f ree market. Cocoa exports 
dropped 53 per cent, with a stable level of output 
and an average reduction of 27 per cent in prices. 

This sharp fall in exports is not only attrib-
utable to a decline in domestic supplies or prices, 
but also to the result of the hostilities. In fact, 
the port of Santo Domingo which is the principal 
and, for some products, the only foreign trade 
outlet, remained idle for several months. This 
was responsible for the reduction in such 
commodities as coffee and tobacco, which were 
unaffected by production or price declines. 

Imports dropped f rom 191.2 mil l ion dollars 
in 1964 to 91. 7 mil l ion in 1965 (52. 1 per cent). 
The consumer market was the most hard hit, 
since more than two-thirds of the imports in 1964 
were consumer goods. 

A drastic cut of 28 per cent also took place in 
Government income ( f rom 206. 2 to 148. 3 mill ion 
Dominican pesos) owing to the reduction in all 
branches of tax revenue and particularly revenue 
f rom import duties» The decline was only partly 
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offset by the funds obtained f rom the Agency for 
International Development, whose contribution 
was raised f rom 14» 2 million dollars in 1964 to 
28. 7mil l ion in 1965, according to information on 
the central Government f iscal transactions issued 
in the Informe Economico of the Central Bank 
(Vol. 3, N° 6, March 1966). Public expenditure 
also declined, more so than income ( f rom 209 
mill ion Dominican pesos in 1964 to 139. 8 mill ion 
in the following year, i. e0 33a 1 per cent). As 
regards its composition, current expenditure 
dropped by 27. 3 per cent while public investment 
was reduced to less than a third of its fo rmer 
volume. 



Ecuador 
The incomplete statistics and the data 

available on certain recent economic trends lead 
to the conclusion that Ecuador's economic growth 
lost some of its impetus in 1965. The growth rate 
of the gross domestic product, which had climbed 
to 60 6 per cent in 1964, probably dropped to 5 per 
cent in 1965, which represents an increase of 
less than 2 per cent if taken in conjunction with 
the population growth rate. 

The weakening of Ecuador's economic growth 
can be ascribed to the increasing difficulty of 
placing its principal export commodity on the 
world market. 

The end of 1964 already marked a reduction 
in the operations of the principal company pur-
chasing Ecuador's bananas, which was reflected 

in a sharp drop in banana exports. The above 
trend persisted in 1965, and was aggravated by 
the dock strike in the United States and by a 
gradual decline in the actual sales prices. 
Ecuador is estimated to have sustained a loss of 
about 20 per cent in the value of its banana exports 
for the whole year. However, since the exportable 
volume of production was maintained, and even 
increased slightly in relation to 1964, failure to 
sell to the usual markets resulted in serious 
wastage» This has served to accentuate the need 
to seek new export markets, since the levels of 
consumption of bananas in North America and 
Western Europe seem to have reached saturation 
point«, Attention is drawn to the fact that the 
major distributor of this fruit in the United States 
has recently been urging people to eat more 
Central American banana. 

ECUADOR: PRODUCT, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR 

I960 1963 1964 1965 a/ Annual growth rates 

_ _ _ _ 1960-65 1963-64 1964-65 
Mill ions of I960 sucres Percentages 

Gross domestic product 14 060 15 421 16 432 17 254 4.2 6.6 5.0 

Total investment 2 081 2 256 2 805 2 993 7 . 5 24.3 6.7 

Fired investment 1 856 1 928 2 2 8 5 ^ 2 440 5.6 18.5 6.8 

Public 882 704 806 ... - 2 . 2 c / 14.5 ... 
Private 974 1 224 1 479 ... 1 1 . 0 c / 20.8 0.. 

Total conaumption 1 1 925 12 534 13 745 14 750 4.3 9.7 7 . 3 

Public 1 813 2 004 2 202 2 422 6.0 9.9 10.0 
Private 10 1X2 10 530 1 1 543 12 328 4.0 9.6 6.8 

Exports of goods and services 2 530 3 207 3 084 3 214 4.9 - 3 . 8 4 . 2 

Imports of goods and services 2 476 2 576 3 202 3 703 8.4 24.3 15.6 

Sources: 1960-64: Centra l Bank of Ecuador, Memoria d e l Gerente General correspondiente a l e j e r c i c i o 
de 1964; exports and imports: EC LA, on the bas is o f I n t e r n a t i o n a l Monetary Fund (IMF), ~~ 
Balance of Payments Yearbook: 1965: ECLA, on the bas is of piecemeal i n d i c a t o r s . 

a/ P r o v i s i o n a l f i g u r e s , 
b/ Est imates, 
ç / 1960-64. 

In spite of the reduction of nearly 20 million 
dollars in the value of banana exports, total 
foreign exchange receipts remained at virtually 
the same level as in 1964, ic e. , about 150 
million dollars. This was due to the increase 
in the value of coffee and cocoa exports, since 
the reduction in world prices (slight in the case 
of coffee but more serious for cocoa) was amply 
offset by the larger volume of production and 
exports. 

The lack of impetus in external demand for 
Ecuador's production as a whole was counteracted 
by the stepping up of domestic investment in 
industry and the execution of infrastructure works 
for the expansion of social services. Imports for 
that purpose increased by over 20 per cent, 
although this increment seems to be attributable 
in part to the effects of speculation based on the 
revision of the import tariff, the new version of 
which entered into force at the end of the year. 
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The growing deficit on the merchandise 
account was aggravated by the heavy incidence of 
net payments under the head of insurance and 
freight and of remittances abroad in the form of 
private capital servicing,, The result of all this 
was an unprecedented deficit of nearly 90 million 
dollars on current account. 

In 1964, Ecuador began to apply its over-all 
Economic and Social Development Plan for the 
ensuing decade, the target being an annual growth 
of 3.5 per cent in the per capita gross product. 
The strong tendency of its external operations to 
show a deficit and the technical and organizational 

difficulties in impeding the increased use of 
external resources previously envisaged, cul-
minated in 1965 in proposals for a revision of the 
goals set forth in the Plan, In spite of a sufficient 
number of investment projects and the growing 
accumulation of balances available from earlier 
loans, the above-mentioned factors seem to have 
impeded the use of external financing in 1965 on 
anygreater scale than in 1964, except in the case 
of housing construction for whichpurpose 5 million 
dollars were utilized (only 11 per cent of the 
foreign aid envisaged was made use of in 1964)0 

Disbursements against external loans are esti-
mated at 20 million dollars in 1965, compared 
with 12 million dollars in 1964Q 

As regards the development of the fiscal 
sector, 1965 showed a larger deficit than 1964. 
This is attributable to the marked rise in fiscal 
expenditure and to the fact that the recently 
implemented tax and customs tariff reforms have 
not yet yielded sufficient additional resources. 
The deficit in 1965 is estimated at 1 200 million 
sucres. In order to cover it, recourse was had 
to internal loans and the floating debt was 
increased. 

The above facts led the Government to 
establish an agency called the "Economic Front" 
("Frente Econ&nico") to revise the Development 
Plan and limit certain items of public sector 
expenditure. 

Investment in electrification proiects and 
highways has been practically at a standstill 
since 1963, but the funds invested in education 
and public health have gradually risena Housing 
construction has continued to increase in 1965, 
but will probably fail to offset the drop in public 
investment caused by the postponement of several 
projects. Altogether, total investment went up 
very little in real terms, and the coefficient with 
respect to the gross product remained unchanged« 

The relatively favourable weather conditions 
in 1965 permitted an increase in the potato, 
wheat, barley, maize and sugar-cane crops. 
The exportable output of coffee and cocoa also 
increased, although on a lesser scale. The over-
all per capita index for agricultural production 
rose by 3 per cent, and that for food items by 
nearly 7 per cent. 
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Mexico 

Some general features 

The Mexican economy continued to expand in 
1965, although more slowly than in the previous 
year. The gross product increased by more than 
5per cent as against 10 per cent in 1964. Internal 
factors, particularly less favourable weather 
conditions for crops, and the stabilization of 
public expenditure, combined with measures to 
lighten the pressure on prices and the balance of 
payments, were the main causes of the drop in 
the rate of activity. 

In 1964, the production sectors, particularly 
industry and construction, reacted vigorously to 
the upsurge in demand, but even so imports had 
to be increased by 20 per cent, partly with the 
aid of short-term foreign credits. With over-a l l 
prices rising by 4 per cent, 1965 marked the end 
of the relative price stability that had been 
maintained for some time. 

These developments slowed down the growth 
of domestic demand in 1965 and also helped to 
stabilize the balance of payments position. 
Investment expenditure by the Federal Government 
dropped f rom 5 685 to 4 812 mill ion pesos, and a 
similar contraction took place in the investment 
of State enterprises, partly because less external 
credit was available. Similarly, the growth of 
current expenditure was kept as low as possible 
while tax revenue was increased by means of new 
tax measures which immediately raised its rate 
of growth -especially of income tax- above that 
of national income. Coupled with the moderate 
increment in public expenditure, this more than 
halved the budget deficit f rom 2 591 million pesos 
in 1964 to 1 151 million in 1965. 

Monetary and credit policy was equally aimed 
at achieving stabilization, while encouraging 
certain productive activities, such as exports, 
agriculture, and private investment in general. 

Easier credit facil it ies were given for housing 
construction, thus helping to lessen the adverse 
effects of the cutback in public work investment. 

Investment in the manufacturing industries 
also rose, particularly in the motor vehicle and 
textile industries. As the r ise in private in-
vestment more than offset the drop in public 
investment, total capital formation climbed by 2 
per cent* 

Although export prices fe l l by nearly 4 per 
cent, the total value of external sales increased, 
and the activity in the external sector helped to 
keep the over-al l economy growing. Thanks to 

the of f ic ial support given to the cotton industry, 
and the sale of large maize and wheat surpluses 
on foreign markets by means of special agree-
ments, the total volume of exports rose by nearly 
13 per cent. 

If the composition of Mexican exports is 
classif ied by categories of products, it wi l l be 
seen that except for cof fee, the action of all the 
agricultural commodities was dynamic, while 
exports of mining products continued to shrink in 
volume despite the rise in pr ices, which was 8 
per cent for zinc, 17, 5 per cent for lead and 3. 6 
per cent for copper. The result was that the 
combined value of exports of these three ores 
(81 mill ion dollars) was only slightly higher than 
in the previous year. Sulphur sales, which had 
been rising rapidly, dropped 16 per cent as a 
result of the restrictions applied to stabilize the 
ratio of annual output to reserves . 

. . . . „ i ' - a w ; -

140 

2000 

MEXICO : 1960-65 
EVOLUTION OF PER CAPITA GROSS OOMESTIC 

PRODUCT AND REAL INCOME 
(Indexes : 1960=100) 

Semi-logarithmic scale 

GROSS DOMESTIC 
PRODUCT 

b) EXTERNAL SECTOR TRENDS 
(Millions of 1960 dollars] 

Natural scale 

-

R KA ' , rvt'o.vn: 

_ 
_ 

- 2000 

/ 
EXPORTS OF GOODS AND 

THE TOURIST TRADE 

500 - NET EXTERNAL 
FINANCING 

c} EVOLUTION OF INVESTMENT 
(Thousands of millions of 1960 pesos) 

Semi-logarithmic scale 

37 



MEXICO: PRODUCT, CONSUMPTION, INVESTMENT 
AND EXTERNAL SECTOR 

Annual growth rates 

1960-65 1963-64 1964-6$ 

Percentages 

Gross domestic product 6.0 1 0 . 1 5 . 2 

Fixed investment 7 . 4 23.6 1 . 9 

Public 8.9 29.6 - 5 . 7 
Private 6.4 1 9 . 2 8.0 

Total consumption 5.7 10.2 1 0 . 4 

Public 8.6 1 1 . 3 5 . 1 
Private 5.5 1 0 . 1 4.0 

Exports of goods and 
services 6.3 2 . 2 1 2 . 7 

Imports of goods and 
16.7 services 6.0 16.7 2 . 5 

Source: ECLA, on the basis of o f f i c i a l s t a t i s t i c s . 

.Exports of manufactures recovered after their 
setback in 1964, rising to 133 million dollars or 
almost as much as in 1963, Although exports of 
textiles have been losing ground in the last f ive 
years, those of chemicals and steel products have 
increased, and even better results are expected 
now that funds are being invested in order to 
increase production capacity in the two industries» 

In recent years, the ALALC countries have 
offered a dynamic market for Mexican manufac-
tures, Exports of these goods to the Free-Trade 
Area rose from 4 million dollars in 1961 to 20 
million in 1964, The upward trend failed to 
continue in 1965, and the partial data available 
show that the rate of growth slackened off, 
although for circumstantial reasons» There was, 
however an extraordinary rise of 71 per cent in 
Mexico's imports from other countries, which 
reduced its trade surplus with the ALAL.C 
countries to 60 6 million dollar s, and interrumpted 
the steady upward trend that had prevailed for 
some years. 

In conjunction with the increment of 8 per 
cent in the current value of exports of goods, 
border trade (12.4 per cent) made for a rather 
larger increase in aggregate foreign exchange 
earnings«, 

The value of imports went up by only 4. 6 per 
cent against more than 20 per cent in 1964, mainly 
brecause the public sector imported fewer capital 
goods while purchases of other goods remained 
at the same level as in the year before0 The 

deficit on the balance-of-payments current 
account was consequently reduced by 50 million 
dollars. 

Net capital income from abroad also dropped 
well below its 1964 level because of the decline 
in long-term loans ( from 752 to 393 million 
dollars) since direct investment remained at about 
150 million. Amortization payments on the 
external debt, added to the returns on direct 
foreign investment, totalled as much as 680 
million dollars in 1965, which was a good deal 
more than gross capital receipts, which consti-
tuted 40 per cent of total foreign exchange 
income. 

As regards the domestic price trend, the 
over-al l wholesale price index for Mexico City 
rose by less than 2 per cent in comparison with 
4.2 per cent in the preceding year. 

The sectors of production 

As a result of the decline in domestic demand 
and, more especially, the stagnation of in-
vestment, the growth of the economy in 1965 was 
slow in comparison with the sharp rise of the 
previous year. However, the majority of sectors 
recorded appreciable increments in 1965. 
Construction, which is particularly sensitive to 
changes in investment levels, was a notable 
exception, since its contribution to the gross 
product declined by 3 per cent. 

Manufacturing increased by 7 per cent against 
13. 5 per cent the year before«, Consumer goods 
industries that developed at fairly high rates were 
food products and electrical appliances, while 
textile production remained stationary. Other 
manufacturing activities such as cement, sheet 
glass and tubings were similarly affected. 
Output of rolled steel products rose by 10 per 
cent in comparison with 18 per cent in 1964, 
partly owing to larger imports of scrap and 
material for reroil ing, since installed capacity 
was too small for increments of more than 2. 6 
per cent for pig iron and 5. 5 per cent for ingot. 

The shortage of supplies wil l be remedied in 
1966 with the completion of two spongy iron 
plants. The projects for the two large blast 
furnaces to be installed at Monterrey and Monclova 
are also well under way. 

Mining production barely maintained its 1964 
level, while less favourable weather conditions 
for domestic food crops kept the increase in over-
all agricultural output down to less than 4 per 
cent in 1965. 
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Panama 

The main feature of external transactions was 
the very small increase in exports, which had 
been expanding at the rate of about 12 per cent in 
past years, and the continuation of the sharp 
upward trend in imports, which have averaged an 
annual rate of over 9 per cent since I960. Because 
of the features peculiar to the economy of this 
country, transactions with the Canal Zone hav^ 
had to be analysed separately from those with the 
rest of the world. 

The former amounted to 98. 5 million balboas 
in 1965 against 86. 5 million in 1964, thereby 
resuming theupward course that had been checked 
the year before. These transactions consisted of 
"goods", which had a net credit balance in 1965 
of nearly 14 million dollars for purchases made 
in Panama by civil and military institutions in the 
Canal Zone, and sales of petroleum products. 

PANAMA: PRODUCT, CONSUMPTION, INVESTMENT AND THE EXTERNAL SECTOR 

I960 1963 1964 1965 a / 
Annual growth rates 

1960-65 1963-64 1964-65 

Millions of 1960 dollars Percentages 

Gross domestic product 418.0 541.7 568.8 614.8 8.0 5.0 8 . 1 

T o t a l investment 67.8 107.7 98.0 116.4 1 1 . 4 - 9 . 0 18.8 

Fiaed investment 61.4 95.8 85.0 98.9 10.0 - 1 1 . 3 16.4 

Public 12.0 26.8 24.4 28.6 19.0 - 9 . 0 1 7 . 2 
Private 49.4 69.0 60.6 70.3 7 . 3 - 1 2 . 2 16.0 

Total consumption 375.1 469.7 510.8 528.4 7 . 1 8.8 3.4 

Public 46.9 6 1 . 1 63.8 68.0 7 . 7 4.4 6.6 
Private 328.2 408.6 447.0 460.4 7 . 0 9.4 3.0 

Kxports l e s s imports - 2 4 . 9 - 3 5 . 7 -40.0 -30.0 

Sources; Department of S t a t i s t i c s and Censuses; ECLA, on the basis of s t a t i s t i c s from the 
International Monetary Fund, Balance of Payments Yearbook« 

Provisional f i g u r e s . 

"Trave l " , which recovered in 1965 after its decline 
in the previous year (23. 2 million dollars against 
16„ 7 million), represented disbursements made 
in Panama by the civil and military population of 
the Canal Zone, while the item "other services", 
Whose net balance rose from 57 million to 61.5 
million dollars between the last two years, 
comprised the wages of workers and employees 
living in Panama and working in the Canal Zone, 
the sale of services to civil and military institu-
tions in the Zone and payments to contractors and 
private organizations. 

General trends 

The relatively rapid growth rate that has 
characterized the Panamanian economy for some 
years continued in 1965,, The annual average for 
the gross product, which had been 6» 7 per cent 
for the whole decade from 1956 to 1965, was even 
higher (8 per cent) for 1960-65 and 8. 1 per cent 
in 1965. 

The volume of investment, which had shrunk 
in 1964 as a result of the political events early in 
the year, made a vigorous comeback in 1965 and 
outstripped the high level it had reached in 19630 

Its expansion was aided by the delay in the begin-
ning of the rainy season, which enabled more 
public and private construction to be undertaken, 
particularly road building« Total consumption, 
on the other hand, was slower to grow than in 

Panama's trade balance with the rest of the 
world has consistently shown a debit, which rose 
to as much as 116«, 9 million dollars in 1965 
because exports increased only 2 per cent and 
imports 12 per cent. 

Among the principal export items, banana 
sales have continued to expand attheir traditionally 
slow pace. Exports of shrimps, after rising to a 
record level in 1964, fel l 15 per cent in the 
following year, and fishing in the Gulf of Panama 
is thought to have reached saturation point. Sales 
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of petroleum depend upon the availability of 
exportable surpluses after domestic demand has 
been covered and ships in transit fuelled, since 
the refinery is already working at nearly 100 per 
cent capacity. 

With respect to public revenue and expendi-
ture, the 1965 tax re form helped to bring about 
an increase of over 14 per cent in the revenue 
collected, against an average of 6. 8 per cent 
annually in the f ive-year period 1960-64. A 
sizable reduction in certain items of current 
expenditure balanced the general Government 
current account despite an increase of 29 per cent 
in the wage and salary appropriation. Capital 
expenditure is usually financed f rom special 
sources, mainly external credits. Those now 
being used are loans granted by the Inter-American 
Development Bank to institutes for housing and 
town planning, economic development, and water 
supply and sewerage; by the International Bank 
for Reconstruction and Development to the institute 
for water resources and electrification; by the 
Agency for International Development for housing, 

the extension of the water supply and provision of 
electricity in the central provinces, and by the 
Export-Import Bank to the Ministry of Public 
Works for the Pan American highway. 

The negotiations between the Governments of 
Panama and the United States on the future of the 
canal commanded particular attention in 1965c 

From the official communiques and the joint 
declaration signed by the Presidents of the two 
countries, it will be seen that the negotiations 
dealt with two basic issues: (1) the revision of 
the 1903 treaty, with particular reference to the 
existence of the Canal Zone and the possibility of 
placing it under the jurisdiction of Panama and 
the participation of Panama in the operation of the 
canal; (2) the project for building a new canal at 
sea level. Both questions involve decisions of 
fundamental importance for the future of the 
Panamanian economy. 

Major sectors 
of economic activity 

In 1965 the agricultural product increased 
substantially owing to the slight expansion in 
banana output and the increment of 41. 7 per cent 
in sugar cane production. On the debit side, the 
former levels for rice and coffee remained 
unchanged. Livestock production dropped by 6. 5 
per cent because of the drought in the f irst half of 
the year, and milk output was affected even more 
severely, diminishing by 8. 3 per cent. 

Output from mines and quarries -more than 
80 per cent of which • consisted of crushed stone 
and sand, and the balance of salt- increased by 
5. 6 per cent in response to the rise in building 
requirements. 

The high 16. 7 per cent annual growth rate of 
manufacturing industry in 1960-63, fell to 6 per 
cent in 1964 and 1965. The factors underlying 
the earlier expansion were the entry into operation 
of the petroleum refinery, the development of the 
milling industry and the enlargement of the 
brewery and cement plant. Although the growth 
rate was lower, during the last two years, large-
scale investment were made which are scheduled 
to mature f rom 1966 onwards. In fact, a textile 
plant is under construction (in which some 6 
million dollars have been invested) and a palm oil 
plant ( for 3 million dollars), and it is hoped that 
the new cement and flour mills will begin to 
operate in 1966. 

Construction activities made a good recovery 
in 1965 after the decline of 1964. This improve-
ment is attributable to the official housing 
programme, the civil engineering work on new 
industrial plants and the continuation of the 

40 



highway programme, all of which were aided by the 
delay in the beginning of the rainy season as a 
result of the drought. 

The growth rate was lower in the services 
sector (around 6. 5 per cent). This comprises 
electricity and gas (4.8 percent), transport (11.9 
per cent), trade (29» 5 per cent), banking and 
insurance (5* 6 per cent), ownership of dwellings 
(14 per cent), public administration (4. 7 per 
cent) and miscellaneous (29. 5 per cent). This 
breakdown shows that the relative shares of 
ownership of dwellings, public administration 

and other services were smaller than in I960 
while that of the other items increased. Out-
standing among the latter are the establishment 
of new enterprises in the Free Zone of Col6n and 
the operations of the branches of the Bank of 
America and the Bank of Colombia. 

Services rendered to the Canal Zone expanded 
by 13.1 per cent during 1965 thanks to the 
continued improvement of the Canal fac i l i t i es , 
and the increase in the tourist trade, which had 
fallen off appreciably in the f i rs t half of 1964. 

Paraguay 

Stame general features 

Since I960 the growth of the Paraguayan 
economy has been moderate, but speeded up in 
the last two years. The growth rate of the gross 
domestic product was 3.2 per cent in 1963, 6 .4 
per cent in 1964 and 4. 9 per cent in 1965, which, 
in per capita terms was 0, 6, 3» 8 and 2. 3 per cent 
respectively. The recent increase has been the 
result of a number of favourable conditions, in 
particular, the expansion of export trade whose 
rate of growth has remained above 11 per cent 
since 1964. 

More than one factor has been instrumental 
in increasing the capacity of certain sectors to 
respond to the stimulus of external demand. The 
dynamic factors related to domestic demand, on 
the other hand, are still scarce, with the result 
that the evolution of sectors producing for the 
home market has been less encouraging. This 
market is limited by Paraguay's small population 
and its low level of income, as wel l as the large 
number of subsistence leve l farmers who contrib-
ute hardly anything to the monetary economy. 

Their proper incorporation into the economic 
system is thus one of the main dynamic features 
in the strategy of the two-year Economic and 
Social Development Plan for 1965-66, which has 
been applied by the Government. 

This same plain visualizes the expansion of 
exports as a key factor in the development of 
the national system of production in terms of what 
maybe called a "basic plan for externally-directed 
growth"» 

The development policy that is being pursued 
in the light of this plan, aims at the expansion and 
improvement of agricultural settlements, so as to 
bring new land into cultivation and raise produc-
tivity, and the provision of more technical and 
financial aid for small f a rmers . Meanwhile, 

domestic market conditions have not prevented 
manufacturing f rom achieving a fa i r ly high rate 
of growth thanks to its close connexion with the 
pr oc e s sing of agr icultur al c omm oditi e s and 
consequently with the dynamic influence of external 
demand. 

Si**-?; 

PARAGUAY : 1960-65 
EVOLUTION OF PER CAPITA GROSS DOMESTIC 

PRODUCT AND REAL INCOME 
(Indexas : 1960=100) 

Semi-logarithmic scat« 

120 
110 
too 

-

_ "—— CROSS DOMESTIC 
PRODUCT 

EXTERNAL SECTOR TRENDS 
(Million« of 1960 dollars) 

Natural teal« 

8000 

5 0 0 0 

4 0 0 0 

2 0 0 ( 5 

1000 
800 

c) EVOLUTION OF INVESTMENT 
(Millions of 1960 guar a nias) 

S*ml-logarithm!^ scalo 

PRIVAT E 
ÍINV ES T M E NT1 

L _ PUBLIC j? ̂ ^ — 
• INVESTMENT ^ ~ 

I 9 6 0 62 6 3 6 5 

41 



With the inauguration of the two-year plan and 
the help of external funds, public investment to 
strengthen the productive infrastructure has 
increased. At the same time more funds have 
been made available for credit purposes, and as 
these are being increasingly channelled through 
the National Development Bank, an ever growing 
proportion is being allotted to agricultural and 
industrial development. 

Domestic supplies were supplemented in 1965 
by a sharp increase in the volume of imports, and, 
more especially, of capital goods in keeping with 
the rise in investment. 

Major sectors 

of economic activity 

In 19*63 the agricultural sector expanded by 
the appreciable figure of nearly 8 per cent, 
remained stable in 1964 and rose by a further 
4» 4 per cent in 1965. These changes coincide 
rith the fluctuations in such export items as 

cotton, tobacco, tung and castor seed, while 
other regular export products, such as citrus 
and other fruits, seem to have followed a more 
even course» The production of these commodities 
was affected by the weather (e. g. cotton in 1964), 
sharp variations in external market prices or an 
accumulation of exportable surpluses (tobacco and 

sugar). Of the commodities sold on the domestic 
market, maize and manioc have grown slowly, 
r ice has fallen steadily since 1963 and beans have 
also declined, especially in 1964, whereas 
potatoes increased from 6 400 to 8 400 tons in the 
last two years. Of the industrial products, soya 
beans have expanded with extraordinary rapidity, 
but maize and alfalfa have decreased. The 
livestock sector has grown rapidly encouraged by 
external demand and prices. Slaughtering, which 
had dropped by 7 per cent in 1963, increased by 
23 per cent in 1964 and 7 per cent in 1965, when 
the cattle population amounted to 195 300 tons. 

Manufacturing industry has made greater 
headway in recent years, with annual growth 
rates of 4. 5, 9» 1 and 6. 1 per cent in 1963, 1964 
and 1965, partly thanks to the industries producing 
such export items as meat, maté and sugar. 

The remaining sectors have been activated by 
the indirect effects of the growth of agricultural 
and industrial activities under the spur of external 
demand and the direct impact of the Government's 
social and economic policy. Construction, and 
mining and quarrying have expanded vigorously 
in recent years. Other activities connected with 
the public sector, such as expenditure on public 
administration and electricity, gas, water and 
sanitation services, have also evolved favourably 
at an annual rate of about 4. 5 per cent as a result 
of increased State action and the extension of basic 
services. 

PARAGUAY Î PRODUCT, CONSUMPTION, INVESTMENT AND THE EXTERNAL SECTOR 

Annual growth rates 
I960 1963 1964 a/ 1965 a/ ^ 1960-65 1963-64 1964-65 

Millions of I960 guaraniea Percentages 

Gross domestic product 34 523 38 251 40 707 42 718 4.3 6.4 4.9 

Fixed investment 5 797 5 798 6 296 ... 2.1c/ 8.6 ... 
Public 1 385 1 150 1 300 ... - 1 . 6 c / 13.0 • • . 

Private 4 412 4 648 4 996 ... 3 . 2 c / 7.5 ... 
Total consumption 38 738 32 011 34 584 42 033b/ 4 . 7 c / 7 . 7 ... 

Public 2 629 2 705 2 737 2 808 1 . 3 1.2 2.6 
Private 26 109 29 306 31 847 ... 5 . 1 c / 8.7 . • . 

Exports of goods and services 6 117 6 264 6 673 8 439 6.7 6.5 2 6 . 5 

Imports of goods and services 6 129 5 822 6 846 7 754 4.8 17.6 13.3 

Source: ECLA, on the basis of o f f i c i a l s t a t i s t i c s * 

a/ Provisional f i g u r e s , 
b/ Consumption plus t o t a l investment. 
1/ 1960-64. 
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Poru 
The difference in the growth of exports and 

imports in 1965 led to a deficit of 135 million 
dollars on the balance of payments on current 
account in contrast to the small surplus obtained 
in 1964. The difference was met by more 
extensive net drawings on official external capital 
which, in aggregate terms, rose from 21 million 
dollars in 1964 to nearly 100 million in the 
following year<> Despite the size of the deficit, 
the international reserves of the monetary 
authorities went up by nearly 10 million. 

Among the sectors of domestic demand, 
public investment has shown the greatest dynamic 
force by increasing at the exceptionally rapid rate 
of 34per cent annually for the last six years. Its 
absolute value quadrupled during the same period, 
thereby reflecting a new approach in the Govern-
ment's development policy. The introduction of 
performance budgeting by the central Government, 
and subsequently by the whole public sector, and 
the increasing extent to which the public invest-
ment programmes drawn up by the Planning 
Institute are being incorporated into that budget, 
are all measures that make for the rearrangement 
of priorities for public expenditure in accordance 
with the requirements of the Economic and Social 
Development Plan. Tentative estimates indicate 
that public investment increased by 16 per cent 
in 1965, and government consumption expenditure 
by 14 per cent. 

Private investment, which was three times as 
high as public investment, underwent a notable 
expansion in 1965, partly because of the official 
policy of attracting foreign capital. This capital 

PERU: ffiQKJCT, CONSUMPTION, INVESTMENT AND THE EXTERNAL SECTOR 

Annual growth rates 
I960 1963 1964 1965 a/ 

1960-65 1963-64 1964-65 

Millions of 1960 soles Percentages 

Gross domestic product 55 650 67 650 71 270 75 550 6.3 5.4 6.0 

Fixed investment 10 700 15 292 16 816 19 514 12.8 10.0 16.C 

Public 1 095 3 188 4 069 4 739 34*0 27.6 16.5 
Private 9 605 12 104 12 747 14 776 9.0 5.3 15.9 

Total consumption 42 691 53 652 56 996 63 1 7 1 8.1 6.2 10.8 

Public 5 383 7 608 8 955 10 213 13.7 1 7 . 7 14.0 
Private 37 308 46 044 40 041 52 958 7 . 3 4.3 1 0 . 2 

Exports of goods and services 13 686 16 217 17 427 16 113 3.3 7 . 5 - 7 . 5 

Imports of goods arid services 1 1 427 17 511 19 969 23 248 15.3 14.0 16.4 

Sources : ECLA, on the basis of s t a t i s t i c s provided by the National Planning I n s t i t u t e of Peru and t h e 
Balance of Payments Yearbook, op. c i t . 

a / Provisional f i g u r e s . 

Major over—all trends 

After the decline of the growth rate in 1963, 
the Peruvian economy recovered the dynamism 
that has characterized it since I960. Provisional 
estimates for 1963 indicate a growth rate of 6 per 
cent for the gross product and real income (3 per 
cent per capita). 

Up to 1964 the sharp rise in exports was the 
determining factor in the rapid over-all growth 
rates. In 1965, on the other hand, it was 
expansionist factors in the domestic economy 
that kept activity at a high level in spite of the 
stagnation in the value of exports, which in 1964 
rose by 23 per cent. 

The reduction in the anchoveta catch in the 
last quarter of the year, the failure of cotton 
exports to expand and the sharp drop in sugar 
shipments led to a reduction of 7 per cent in the 
volume of exports. However, thanks to the rise 
in world prices for fish meal and Peruvian ores 
total foreign exchange income remained at almost 
the same level as in the previous year. Imports, 
on the other hand, continue to increase rapidly, 
more than doubling the growth rate of the gross 
product. Their value climbed to 730 million 
dollars, i . e . to twice as much as in i960. 
External supplies have thus been acquiring added 
importance, as indicated by the high proportion 
of imports of goods and services in the gross 
domestic product (slightly more than 30 per cent) 
against an average of just under 10 per cent for 
Latin America as a whole. 
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was mainly used for the establishment of several 
assembly plants for motor vehicle s<> Some 
indicators also reveal a substantial increase in 
housing investment. 

The sectors of production 

The dynamic forces of domestic consumption 
and investment demand in 1965 were not accom-
panied by an equally intensive growth rate for the 
domestic product. Agricultural output was slow 
to expand (in 1965 its per capita leve l was much 
the same as at the end of the f i f t ies ) , and the 
trend of food crops was even more unfavourable. 
Manufacturing production was fa i r ly vigorous, but 
even so failed to meet the increment in domestic 
demand or to respond to its qualitative changes. 
This inadequacy in the domestic production of 
agricultural and industrial goods has been 
accompanied by rising pr ices, which have been a 
source of increasing concern to the Peruvian 
Government because of their sharp upswing in the 
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past three years , and have led to the adoption of 
a number of monetary measures. The consumer 
price index in the Lima and Callao area, which 
was 4. 8 in 1962, rose to 8.8 in 1963, 11. 2 in 1964 
and 14.9 in 1965. 

The commodities most responsible for the 
production setback were r ice , wheat, sugarcane, 
beef and pork, which underwent an absolute 
reduction in volume between I960 and 1965, and 
potatoes, barley and cottonseed, whose rate of 
growth failed to keep up with the population 
increase. In 1965, pests and floods in the 
Department of Piura reduced the cotton harvest by 
6 per cent, and the r ice crop was affected by 
irrigation problems. Maize is an exception, the 
r ise in production being partly due to an increase 
in yield. 

A number of of f ic ial measures have been 
taken in recent years to solve agricultural 
problems and to promote the growth of the sector. 
They include tax reductions, a broader and better 
controlled credit policy, price incentives and 
programmes for improving storage and marketing. 
Some basic irrigation works have also been 
installed, and are expected to yield results very 
shortly. 

The f isheries industry, which, in the course 
of its brief and dynamic existence, established 
record figures year after year, was unable 
to maintain that pace in 1965 and its output 
fe l l by 20 per cent. However, exports of fish 
meal were not reduced, as sufficient stocks had 
been accumulated to meet demand. The Govern-
ment set a ceiling to the anchoveta catch in 
general, and decreed a closed season during 
several months. It was thus hoped to lessen the 
impact of the sharp fluctuations on supplies for 
the processing industry. 

The mining sector has been developing less 
rapidly in the last few years mainly because of a 
drop in copper and iron ore output. In 1965 crude 
oil and lead production increased more slowly 
than that of si lver and zinc. 

Industry has developed more rapidly than the 
total product although its contribution to the 
latter has decreased because of the substantial 
r ise in domestic demand. The rate of industrial 
growth is provisionally estimated at 7.4 per cent 
compared with 5. 6 per cent in the previous year. 
Its contribution to the formation of the total 
product was about 20 per cent in the last year. 

The branches of industry that recorded sizable 
increments were shipbuilding, machinery for f ish-
meal plants and the manufacture of fishing nets. 
Growth was slower in the industry producing 
textile fabrics of both cotton and man-made 
f ibres, and also in the steel industry. The 
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greatest impact on the industrial sector in 1965 
was produced by the establishment of assembly 
plants foT motor vehicles and, to a lesser extent, 
for refr igerators, washing machines and television 
sets. 

The construction industry, which was already 
developing vigorously in 1964, was able to step up 
its activities even more in 1965 largely owing to 
heavy public investment in housing, dams, high-
ways and irrigation works. 

Lastly, electric energy generating capacity 
expanded rapidly f rom 786 000 kW in I960 to 
996 000 kW in 196 4 and over a mill ion kW in 1965. 
Electric energy production in 1965 was in the 

neighbourhood of 4 000 mil l ion kWh, The main 
events in this f ield in 1965 were the entry into 
operation of the second 60 000 kW group of the 
Huinco power station -the most important in 
Peru- at the beginning of the year , followed by 
two other groups belonging to the same plant, thus 
bringing total capacity up to 240 000 kW, Other 
major works have been launched by the public 
sector, such as the expansion of the Cañón del 
Pato hydroelectric plant to twice its present 
capacity, a project which is nearing completion« 
This expansion wi l l make it possible to meet the 
increased needs of the Chimbóte steel plant and 
the industries established in the town of Chimbóte, 
as wel l as to provide lighting for Truj i l lo and a 
number of neighboring urban centres. 

Major developments 
Uruguay 

A keynote of the Uruguayan economy in 1965 
was the heightening of the inflationary pressures 
related to the prolonged stagnation and economic 
instability that has been a feature since 1957«, 

During the last four years , prices have risen 
steadily«» Consumer prices went up 10„ 9 per cent 
in 1962, 20o 5 per cent in 1963 and 43« 2 per cent 
in 1964, and are thought to have increased more 
than 55 per cent in 1965, and by 88 per cent if the 
price variations between December 1964 and 
December 1965 are taken into account,. 

It is estimated that the growth of the total 
product in 1965 was 1 per cent, which is close to 
the previous years rate and less than the popula-
tion increase, although this was only 10 2 per 
cent« The main events that illustrate the economic 
difficulties experienced by Uruguay in 1965 include 
the temporary ban on imports because of the 
country1 s crit ical external position, and the 
subsequent modification of the import and 
exchange regulations; the moratorium requested 
by several private banks owing to lack of liquidity; 
the currency devaluation, whose full impact was 
not yet felt by domestic prices in 1965; the rapid 
rise in prices, particularly during the last few 
months of the year; social tensions and labour 
conflicts connected with demands for higher 
wages, particularly in the public sector (Govern-
ment and public enterprises); the prolonged 
drought which affected summer crops and livestock 
production; and the electr icity rationing f rom May 
to October also as a result of the drought0 There 
were, however, factors that helped to offset the 
adverse effects of these events, notably, the 
recovery of agricultural production on the basis 
of its winter crops; the increase in the tourist 
trade throughout the year , as a result of the 
favour able exchange r ate; a r ec ove ry in the 
volume and value of exports of goods with the aid 
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of devaluation; the relative succes s of the 
negotiations to refinance the short-term debt and 
the adoption of a short-term programme mainly 
to check inflation; the acceleration of the domestic 
growth rate; and the implementation of measures 
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to s tabili z e the tr ade b alanc e by pr omotdng 
traditional and new export lines«, By and large , 
these measures stem f r om the objectives set 
forth in the National Development Plan recently 
approved by the Executive,, 

The moderate growth of the domestic product 
in the last few years, coupled with a substantial 
decrease inimports, reduced the volume of over-
all supplies, with the result that domestic 

consumption declined and the formation of gross 
fixed capital was severely affected« In contrast 
to the evolution of the components of domestic 
demand, exports increased substantially thanks 
to the steps taken to restrict consumption and 
create larger exportable surpluses. The outcome 
was that the balance of payments closed with an 
appreciable surplus instead of a deficit for the 
f i rst time in many years. 

URUGUAY: PRODUCT, CONSUMPTION, INVESTMENT AND THE EXTERNAL SECTOR 

Gross domestic product 
Total investment 
Fixed investment 
Public 
Private 

Total consumption 
Public 

* Private 
Exports of goods and services 
Imports of goods and services 

I960 1963 1964 a/ 1965 a/ 
Annual growth rates 

1960-65 1963-64 1964-65 

Millions of I960 pesos 
13 583 13 541 13 695 
2 392 2 099 1 704b/ 
2 045 1 910 1 621b/ 
322 418 392b/ 

1 723 
11 955 
1 228 
10 727 
1 952 
2 716 

1 492 1 229b/ 
11 268 11 867 
1 293 1 307b/ 
9 975 10 560 
2 308 

2 134 
2 375 
2 251 

13 832 
1 505b/ 
15uy 

386b/ 
1 125b/ 
11 106 
1 232b/ 
9 874 
2 93S 
1 717 

Percentages 
0.3 1.1 1.0 
-8.8 -18.8 -11.7 
-5.9 -15.1 -6.8 
3.7 -6.2 -1.5 
-8.2 -17.6 -8.5 
-1.5 5.3 - 6 . 4 
0.1 1.1 
-1.7 5.9 
8.5 2.9 23.7 
-8«8 5.5 -23.7 

-5.7 
-6.5 

Source; ECLA, on the basis of official statistics. 
a/ Provisional figures, 
b/ Provisional estimates. 

Sectoral activity 

Agricultural production reached its peak in 
1963, when it topped the 1955 figure for the f i rst 
time, but in 1964 dropped 8.2 per cent. In the 
following year, the sector remained virtually 
unchanged, since the reduction of 70 4 per cent in 
livestock production wiped out the ef fects of the 
sizable increment in crop output. The instability 
and, above all, the sluggish growth of the agricul-
tural sector are known to be contingent not only 
on weather conditions, but on problems associated 
with the use of resources, the organization and 
techniques of production and the behaviour of 
internal and external prices, factors which 
together determine the pattern and inelasticity of 
this sector. 

There was also a marked weakening in the 
growth rate of industrial production. In 1964 it 
made a good recovery only to become static again 
in 1965» Within this sector, the traditional indus-
tries have grown at the same rate as agriculture 
in the last few years, while the dynamic industries 
underwent a reduction of 1.3 per cent annually. 

This deterioration was due to the sharp decline in 
construction, which affected a number of branches 
of industry in the same group, and to the stringent 
import controls imposed. 

Construction act iv i t ies have been declining at 
an annual rate of 10 per cent, partly because the 
rapid inflation and economic stagnation led to the 
use of resources for purposes of speculation. 
The fal l ing-off was equally marked for both 
private and public construction. 

Electricity, gas and water services are the 
only ecoiiomic sector to show increasing dynamism 
during the whole of the recent period, except for 
1965. In that year, hydroelectric generation was 
reduced by drought and consumption had to be 
rationed. 

The other services, considered as a whole, 
constitute the bulk of total economic activity (more 
than 55 per cent). This is due to the pressure 
exercised on those sectors to provide more jobs 
because of the stagnation in the sectors producing 
goods. 
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Evolution of the 

external sector 

The most noteworthy development in Uruguay's 
balance-of-payments situation in recent years is 
the sharp reduction in the deficit on current 
account» Beginning in 1963, this reductionhad, by 
1965, turned the deficit into à surplus of 58 mill ion 
dollars, in contrast to the average annual debit 
balance of 56„ 8 million in 1960-62. 

The improvement of the balance on current 
account in the last three years with respect to its 
level in 1960-62 is the combined result of the 
reduction of 22. 1 per cent in imports of goods and 
services and the increase of 14» 1 per cent in 
exports of goods and the tourist trade» This 
increase was partly attributable to meat exports, 

which came to represent almost as large a pro-
portion of the total as wool» 

The external debts contracted by the country 
led i t in 1965 to request its creditors to refinance 
them. The ensuing negotiations enabled it to 
refinance 92 mill ion dollar's worth, and to obtain 
credits for around 55 million. 

In mid-October 1965 the Uruguayan peso was 
devalued, the off icial exchange rate being 2. 7 
times what it had been earl ier. In addition, a 
body of short-term economic policy measures 
were drawn up, some of which were put into ef fect 
inmediately while others are awaiting the approval 
of the Legislature. The purpose of these measures 
is to make the foreing exchange market part of a 
single market for all transactions, to stimulate 
exports and to stabilize the balance of payments by 
modifying import demand» 

Venezuela 

General features 

of recent evolution 

In 1965 the economy of Venezuela expanded at 
the rate of about 7 per cent, which signifies an 
increase of almost 4 per cent in the per capita 
product given the particularly rapid growth 
of the population«, This expansion is a continuation 
of the sustained upward trend maintained by the 
Venezuelan economy since 1961 and, as in the 

past, ref lects the effect of internal dynamic 
forces . This has led to the emergence of a 
development pattern that is distinct f rom that of 
other periods when the motive force of the econo-
my was to be found principally in its export trade. 
The external sector is still very important in 
absolute terms and in relation to the product, but 
does not undergo any appreciable annual changes. 
In fact, exports have been slow to increase in the 
last f ive years, and the terms of trade have 
deteriorated, whereas the over -a l l volume of 
imports has remained relatively stable. 

VENEZUELA: PRODUCT, CONSUMPTION, INVESTMENT AND THE EXTERNAL SECTOR 

I960 1963 1964 1965 a/ 
Annual growth rates 

1960-65 1963-64 1964-65 

Millions of I960 bolívares Percentages 
Gross domestic product 25 620 29 093 31 130 33 297 5.4 7.0 7.0 
Total investment 4 510 4 851 5 409 5 940 5.7 11.5 9.8 
Fixed investment 4 797 4 438 5 294 5 880 4.2 19.3 11.1 
Public 2 107 1 331 1 588 ... -6.8b/ 19.3 ... 
Private 2 690 3 107 3 706 ... 8.4^ 19.3 ... 

Total consumption 17 896 19 877 21 404 22 536 4.7 7.7 5.3 
Public 3 544 3 993 3 885 4 030 2.6 -2.7 3.7 
Private 14 352 15 884 17 519 18 506 5.2 10.3 5.6 

Exports of goods and services 8 096 8 877 9 401 9 852 4.0 5.9 4.8 
Imports of goods and services 4 882 4 512 5 084 5 031 0.6 12.7 -1.0 

Source: ECLA, on the basis of official statistics. 
a/ Provisional figures. 
hj 1960-64. 
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The main dynamic impetus comes f rom 
import substitution, a process which was strength-
ened in 1964 and 1965 by the expansion of public 
expenditure and private investment. The latter 
has increased rapidly from less than 2 600 million 
bolivares in 1961 to more than 3 700 million in 
1964 and was probably even larger in 1965, 

The increase in public expenditure has helped 
to develop an important nucleus of basic industries 
and to intensify the changes taking place in the 
internal economic and social structure. In 
pursuit of the f i rst objective, which includes the 
steel and petrochemical industries, a deliberate 
ef fort was made to develop industrial projects for 
using the natural resources that offer particularly 
promising prospects. In some cases, these 
resources are of potential value for exports of 
manufactures, because of the comparative 
advantages to be derived from the abundance and 
high quality of the raw materials available and the 
possibility of obtaining energy at low cost. As 
regards the second objective, land reform has 
recently been stepped up, the national community 
development programme is being carried out more 
intensively, educational activities have been 
extended and, in general, public utilities have 
been increased and decentralized to a greater 
extent. 

The fiscal machinery is proving unable to 
provide the funds required to meet these needs. 
Although starting from a relatively high level, 
central Government current revenue climbed 
as little as 1.8 per cent in 1965, while total 
current expenditure did so by 10. 3 per cent. The 
surplus available for capital expenditure was thus 
reduced to much the same level as in 1963 and was 
well below the 1964 level. None the less, fixed 
public investment managed to remain fair ly 
constant for the third year in succession, while 
the funds earmarked for amortization of the 
public debt, and, to a lesser extent, those for 
other capital transfers, were considerably 
reduced. 

fiectorai evolution 

The over-al l expansion of the domestic 
product in 1965 was partly due to higher than 
average rates for manufacturing, construction, 
electricity, gas and water, and, to a lesser 
extent, for transport and communication. The 
agricultural sector forged ahead rather more 
rapidly than the economy as a whole but a little 
more slowly than trade and other services« The 
most restricted role was that of the petroleum and 
mining sector in contrast to its development in 
1964 which virtually on a par with that of 
the over-all product. 

Within the agricultural sector, the increase in 

cotton, sesame, sugar cane, banana and rice 
production was higher than the average, and 
exportable surpluses of the last two crops were 
obtained and sold on the world market. However, 
maize production, although bigger in absolute 
terms, was not enough to cover domestic require-
ments. Of the two staple export items in this 
sector, namely, coffee and cocoa, the former 
increased by 10 per cent to the highest level 
reached since 1959, while cocoa climbed by only 
2 per cent. Appreciable increments were also 
recorded by livestock products, including cattle 
and pigs (7 and 5 per cent). A total of 778 000 
hectares were distributed among nearly 41 000 
families as part of the land reform, this being 
an improvement on what had been done in the 
four previous years. In addition, incentives in 
the shape of credit, minimum prices and pro-
tective measures were maintained or increased, 
over 10 000 hectares of land were brought into 
irrigation schemes and the f irst stage of a plan 
to increase storage capacity by 200 000 tons is 
well under way. 

Petroleum production went up by only 2. 5 per 
cent in 1965. Although the theoretical duration 
of the country's petroleum reserves was slightly 
less than in 1964, investment in 1965, in terms 
of wells in operation, was greater than in the 
preceding year. One of the main aims of the 
Government petroleum policy -in common with 
the other producers belonging to the Organization 
of Petroleum Exporting Countries- continues to 
be the maintenance of world market prices for 
petroleum. It has also decided not to grant any 
more exploration and development rights to 
foreign companies, but to replace them by 
service contracts with the Venezuelan Petroleum 
Corporation. Iron ore, which is another fair ly 
important product of the mining industries, showed 
a n i l percent increment over its production level 
in 1964, thereby recovering after the decline that 
had taken place up to 1963 and nearing its I960 
level, when over 20 million tons were produced. 

The tradicional manufacturing industries 
increased at much the same rate as that of 
the over-all economy, while, among the inter-
mediate industries, petroleum products were 
fairly slow to expand, but rapid progress was 
made by pulp and paper (18. 2 per cent), chemicals 
(12.6 per cent) and basic metals (about 30 per 
cent). The metal-transforming industries as a 
whole increased more than 20 per cent. Pig iron 
production declined by 2. 1 per cent, among other 
reasons, because of the temporary drop in the 
hidroelectric potential of the River Caroni, but 
the use of scrap and additional pig iron imports 
enabled steel output to expand by more than 40 
per centto over 620 000 tons. The petrochemical 
industry showed an increment of 11. 3 per cent. 
In mid-1965, an explosives plant entered into 
operation. During the year, headway was made 
with other projects, notably two plants for the 
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production of sulphuric acid, the f i rs t group of 
plants in the Occidente for producing ethane, 
methane, propane and butane, and the aromatic 
complex in the Oriente. The motor vehicle 
industry-grew slightly more than 28 per cent, the 
assembly of all types of vehicles increasing f r om 
nearly 45 000units in 1964 to over 58 000 in 1965, 
and domestic manufacture of parts and spares 
also made good progress. 

As part of the measures to encourage private 
industry, theVenezuelanDevelopment Corporation 
and the Commission for Financing Small and 
Medium-Scale Industry lent more than 240 mil l ion 
bolívares in 1965, while the Banco Industrial 
entered into credit operations involving 300 
mill ion bol ivares. In addition, the Development 
Corporation has had an industrial promotion 
department since October 1964, which has estab-
lished plants with a capital value of 31 mil l ion 
bolivar es» 

Among the other sectors, construction 
increased by 17 per cent, partly due to the 
building of 16 000 housing units by the private 
sector, not counting public construction activities. 
The transport and communications sector 
maintained the high rate of over 9 per cent it has 
recorded since 1961, thereby reflecting the 
changes taking place in the Venezuelan economy. 
In fact, in 1965, 586 kilometres of highway were 
built, 1 222 kilometres were paved and 335 
kilometres were improved,, Electr ic energy 
generation went up by 8„ 8 per cent. The Compañía 
de Administración y Fomento Eléctrico increased 
its installed capacity to 449 000 kW, and work was 
continued on the Guri dam, whose f i rs t phase is 
expected to enter into operation in 1968. 

VENEZUELA : 1960-65 
EVOLUTION OF PER CAPITA GROSS DOMESTIC 

PRODUCT AND REAL INCOME 
(Indexes : 1960-100) 
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The data on the Dominican Republic, Ecuador and Panama were not taken from the Economic Survey of Latin America. 1965, i 
which special oectiono on thooe countries could not be included. In the case of both the Survey and the preaent excerpt 
inou fficient data we re available on Cuba and Hai ti. 
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Page 
R A T E AND C H A R A C T E R I S T I C S OF RECENT E V O L U T I O N 

Growth rate 0 0 0 . 0 « . o . » o . . . » o 0 3 
Income, consumption and investment 5 
Sectoral growth and product structure 0 6 
Inf lat ionary pressures 9 
P r o g r e s s in reg ional economic integration 10 
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E V O L U T I O N B Y COUNTRIES 
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Paraguay . 41 
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The Economic Survey of Latin Amer ica , 1965» of which the 

present publication is an excerpt, consists of the following 

parts: 

PART ONE: L A T I N AMERICA AS A WHOLE 

I Growth rate and characteristics 

10 The growth of the Latin American economy as a 
whole 

2«, Principal changes in over-; i l l demand 
30 Growth by countries 
40 Growth by sectors and product structure 

II Some aspects of internal development 

10 Formulation and application of development policy 
20 Short-term economic policy and inflationary 

pressures 

III Progress in regional economic integration 

10 Recent trends in intra-Latin American trade 
Z0 Achievements and progress of the Latin American 

Free -Trade Association 
3C Achievements and progress of the Central American 

Common Market 

IV Recent evolution of external trade 

lo Recent trends in the world economy 
20 Latin Amer ica ' s share of the world market 
30 Geographical distribution of Latin American exports 
4. Evolution of exports f rom the region and f rom 
o different countries 
5, Latin American imports 

V Balance of payments and the external debt 

VI World market conditions for Latin Amer ica 's main 
export products 

• A f i m i 
• • • • i -¿¿-̂"r- " ii - v. 
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PART TWO: THE RECENT ECONOMIC SITUATION IN 
SELECTED COUNTRIES 

I Argentina 
II Bolivia 

III Braz i l 
IV Central America 
V Chile 

VI Colombia ® 

VII Mexico 
VIII Paraguay 

IX Peru 
X Uruguay 

XI Venezuela 

PART THREE: EVOLUTION OF THE MAIN ECONOMIC 
SECTORS 

I Agriculture 
II Mining 

III Manufacturing 
IV Electric energy 
V Petroleum 

VI Transport 


