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1. THE REGIONAL PANORAMA

The year 1994 produced new evidence of the consolidation of 
a more dynamic economic performance in Latin America and 
the Caribbean. The growth rate of the gross domestic product 
in the region rose from an average of 3.2% a year in 1991-1993 
to 3.7% in 1994, the second highest level in the last 14 years. 
Per capita income rose by 1.9%. Average inflation (excluding 
Brazil) fell to 16%, a record low in recent decades. And Latin 
American and Caribbean countries continued to attract large 
amounts of foreign capital -nearly US$ 57 billion in 1994-, which 
financed the growing deficit in the current account.

These achievem ents were made possible in part by 
improvements in the international economy, especially during 
the second semester. Growth among the industrial countries 
doubled to 2.7%, world trade volume rose from 4% to 7%, and 
prices of non-fuel primary products rose for the first time in five 
years. Increases in international interest rates were not 
sufficient to offset these positive trends. In addition, and in spite 
of a climate of uncertainty that prevailed in several countries 
owing to ongoing electoral processes, improvement in Latin 
American and Caribbean economic performance was assisted 
by the continued expansion of domestic investment, as well as 
by the persistence of stabilization policies and structural 
reforms. A further dynamic effect was derived from the new 
impetus in regional integration measures.

Notwithstanding the improved performance, however, the 
expansion of productive employment continued to be 
insufficient in most parts of the region as the workforce grew 
rapidly, reflecting higher rates of participation. In some 
countries, the effects of economic restructuring and the attempts 
to increase competitiveness have had a short-term negative 
impact on the demand for labour. Consequently, unemployment 
and underemployment have not diminished in consonance with 
growth rates, and in some countries have even risen in spite of 
the stimulus of expanded output.

Generally speaking, it is clear that growth rates under 4% in 
Latin America and the Caribbean are not high enough to allow 
major inroads in the battle against poverty or to prevent 
unem ploym ent and underemployment from remaining 
unacceptably high. At the same time, the capital inflows, 
although welcome for their contribution to growth and

investment, reflect insufficient domestic savings rates and may 
undermine efforts to increase exports. Thus, many tasks remain 
if the twin goals of increasing international competitiveness and 
improving social equity are to be achieved in the coming years.

An important feature of the past year was an increasing 
convergence of growth rates among the countries in Latin 
America and the Caribbean, with the majority attaining 
moderate growth rates together with moderate inflation. Only 
three countries grew more than 5% (Argentina, Guyana and 
Peru); likewise, only three had negative growth (Haiti, Honduras 
and Venezuela). It is interesting to speculate to what extent the 
increasing importance of intrarégional trade, coupled with a 
greater convergence in policy-making, is contributing to this 
greater symmetry in the performance of different countries.

Price stability continued to be a high priority of economic policy 
in the region, and new achievements were attained in this area. 
Excluding Brazil, average rates of inflation have fallen from 49% 
in 1991 to 22% in 1992, 19% in 1993 and 16% in 1994. Based 
on preliminary data, it appears that all but six countries will have 
inflation rates under 25% this year; only Brazil, Haití,'Honduras, 
Jamaica, Uruguay and Venezuela will exceed this level. 
Moreover, eight countries are likely to see single-digit inflation: 
Argentina, Barbados, Bolivia, Chile, El Salvador, Mexico, 
Panama and Trinidad and Tobago.

The most dramatic case of stabilization in 1994 was in Brazil, 
where the Real Plan succeeded in lowering inflation from nearly 
50% per month to around 3%. In addition, major progress 
continued in Peru, where price increases have been brought 
down from over 7,500% in 1990 to 17.5% this year. Parallel 
success has marked Argentina, where inflation has declined 
from 1,300% in 1990 to only 3.6% today. Other countries where 
inflation declined significantly between 1993 and 1994 include 
Chile, Ecuador, El Salvador, Nicaragua, Trinidad and Tobago 
and Uruguay. At the same time, several countries experienced 
backsliding in 1994 with respect to price increases: Costa Rica, 
Honduras, the Dominican Republic and Venezuela all had 
considerably higher inflation than in 1993.

In previous years, gains or losses in the battle against inflation 
were heavily influenced by the fiscal situation. Now, the fiscal
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balance in most countries in the region is either under control 
(although sometimes in a relatively fragile way) or financed 
externally; in 1994, a large and growing fiscal deficit was an 
important cause of increased price rises only in Costa Rica, the 
Dominican Republic, Haiti and Venezuela. Thus, other variables 
have become more important. Appreciation of the local currency 
and the rising demand for real money balances have made a 
significant contribution to the consolidation of price stability in 
some countries. In others, indexation mechanisms have 
counteracted the attempts of macroeconomic policy to cut 
inflation.

In these circumstances, investment in fixed capital continued to 
expand at the high rates of the last three years. Based on partial 
data for 1994, imports of capital goods grew especially rapidly 
in Peru, Argentina and Brazil, and continued at a strong pace in 
Colombia and Mexico. This is an important indicator of attempts 
by countries in the region to modernize their productive 
structure.

The recovery of the activity level in the industrial economies and 
the resulting increases in international trade, together with the 
dynamism of intrarégional trade, combined to offer a favourable 
context for Latin American and Caribbean exports. These grew 
to US$ 153 billion in 1994, a rise of over 14%, substantially 
higher than the 5% growth rate in 1992-1993. An important 
element of this acceleration was the turnaround in export 
prices-, which, however, rose more slowly than the volume of 
sales. This change was primarily due to the behaviour of 
non-fuel commodity prices, which rose for the first time since 
1989. Countries with especially high growth in export value were 
Bolivia (28%), Chile (25%), Ecuador and Nicaragua (24%), Peru 
(23%) and Colombia and Guatemala (20%).

Imports to the region in 1994 reached US$ 171 billion, a rise of 
15% compared to 8% in 1993. The increase this year would 
have been even higher except for the sharp drop in Venezuelan 
imports owing to recession and foreign-exchange restrictions. 
The largest increases in import value occurred in Peru (36%), 
Argentina and Brazil (25%), Argentina (24%), Uruguay (23%) 
and Colombia (22%). These rates all represented an increased 
volume of imports, since price rises were quite moderate (2% 
to 3%).

The increase in the merchandise trade deficit (a 19% rise, from 
US$ 15 billion to US$ 18 billion) and rising factor payments (an 
8% rise, from US$ 33 billion to US$ 36 billion) continued the 
tendency towards a widening current-account deficit, financed 
by massive inflows of foreign capital. The current-account deficit 
grew from US$ 46 billion in 1993 to US$ 50 billion in 1994, a 
rise of 8%. The largest deficits were found in Mexico (US$ 28.5 
billion) and Argentina (US$ 10.5 billion), both of which 
represented increases with respectto 1993. Othercountries had 
relatively stable deficits in comparison to the previous year, 
except for Chile (where exports grew dynamically) and 
Venezuela (where imports fell significantly).

Capital inflows to finance the current-account deficit were again 
very abundant, US$ 57 billion in 1994 according to preliminary 
estimates. Although the amount was smaller than the US$ 65

billion entering the region the previous year, the flows were able 
to overcome potential obstacles Including uncertainty because 
of a number of crucial electoral contests, difficulties in the 
financial systems of several countries, and increases in United 
States interest rates. Moreover, the episodes of capital flight in 
Mexico and Venezuela were limited and did not have an impact 
on other countries. Since net capital flows were only slightly 
larger than the current-account deficit for the region as a whole, 
the accumulation of reserves fell from an average of US$ 20 
billion in 1991-1993 to only US$ 7 billion in 1994.

The largest drop in capital inflows was in Mexico, where fears 
of political instability led investors to cut their net capital 
placements from US$ 29.5 billion to a still-high US$ 19.5 billion. 
Since this amount was substantially less than Mexico’s current- 
account deficit, US$ 9 billion in reserves were drawn down to 
cover the difference. Venezuela’s banking crisis led to a capital 
outflow of US$ 4.5 billion, in comparison with an inflow of nearly 
US$ 2 billion in 1993. Despite an opposite turn-about in the 
current account, Venezuela was also forced to draw down its 
reserves. Several countries in Central America and the 
Caribbean (Costa Rica, Guatemala, and especially the 
Dominican Republic) also received considerably less foreign 
capital than in the previous year. Only in Brazil, Colombia, 
Paraguay and Peru was there a large increase in capital inflows 
this year. Elsewhere, flows were relatively stable with respect 
to 1993. Overall, net resource transfers (net capital inflows 
minus interest and dividend payments) continued to be positive 
for the fourth year in a row, though they fell from US$ 32 billion 
in 1993 to US$21 billion in 1994.

The main types of capital flows to Latin America and the 
Caribbean in 1994 came through bonds, foreign direct 
investment and purchases of shares on regional stock markets 
or international stock markets via American and Global 
Depositary Receipts (adrs and gdrs). Of the US$ 57 billion total 
net capital inflow in 1994, about US$ 17 billion (or nearly one 
third) was through bond issues, despite a substantial drop in this 
source with respect to 1993. adrs and gdrs represented nearly 
US$ 5 billion, while foreign direct investment probably 
accounted for around US$ 15 billion. The remainder consisted 
of local stock purchases, official loans and various types of 
short-term capital.

The region’s debt rose by 5.8% in 1994 to reach, US$ 534 billion. 
This net increase of nearly US$ 30 billion was largely accounted 
for by the bond issues discussed above, together with loans 
from international and regional financial institutions and 
industrial-country Governments. These increases in liabilities 
were counterbalanced by commercial debt reductions in Brazil, 
Ecuador and the Dominican Republic, where Brady Plans were 
implemented. The combination of a moderate increase in debt 
and a more rapid increase in exports led to a decline in the 
debt-export ratio from 302% in 1993 to 280% in 1994 for the 
region as a whole. This is the lowest level since the debt crisis 
began. All Latin American and Caribbean countries except Haiti 
and Paraguay saw improvements in this ratio, but some 
(especially Nicaragua and Haiti) still have very high debt 
burdens that will have to be dealt with in coming years.

2. ECONOMIC ACTIVITY

a) Main regional trends

The Latin American and Caribbean region’s activity level rose 
by 3.7% in 1994, as the moderate recovery begun in 1991 
gained momentum. As a result, per capita gross domestic

product (GDP) rose again, this time by 1.9%. However, since 
regional output in 1994 was only 29% higher than in 1980, prior 
to the debt crisis, per capita gdp  was still 3% lower than it had 
been that year, managing only to match its 1979 level. The 
increase in output was quite widespread, as only three countries
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recorded downturns in the level of activity. Moreover, the 
countries’ growth rates tended to converge, showing greater 
similarity than in previous years. The vast majority of the 
economies recorded increases that were close to the regional 
average, while the biggest gains were enjoyed by countries that 
are still recovering their activity levels after the prolonged 
recession of the 1980s. Growth in 1994 was due primarily to the 
expansion of external demand and the dynamism of investment, 
which was once again bolstered by a large inflow of financial 
resources from abroad.

Thus, Peru largely pulled out of its 1988-1992 recession as its 
economy continued to grow significantly, at a rate (11%) that 
was even faster than the 1993 rate of 6.5%. Guyana’s economy 
expanded at the same brisk pace as in 1993, continuing its 
recovery for the fourth straight year. Argentina’s economy also 
continued to grow rapidly (6%), completing four years of notable 
expansion, with a cumulative increase of 33%. Output in 1994 
was 21% higher than in 1980, and for the first time, per capita 
income recovered its 1980 level. Meanwhile, in 15 other 
countries -Barbados, Bolivia, Brazil, Chile, Colombia, Costa 
Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, 
Mexico, Panama, Paraguay, Trinidad and Tobago and 
Uruguay-, g d p  grew by 3% to 5%. Thus, Chile’s economy 
expanded for the eleventh year in a row, though more slowly 
than in the preceding three years, when it had grown by 7%, 
boosting g d p  to a level neatly 70% higher than the 1980 level. 
Colombia’s growth, which has traditionally been positive 
(though sometimes modest), has picked up speed in the past 
three years. Brazil, for its part, continued the recovery begun in 
the midst of instability in 1993, following its lacklustre 
performance between 1988 and 1992, but did not match the 
levels it had reached in the mid-1980s. Mexico recorded 
moderate growth as its economy recovered from the virtual 
stagnation of the preceding year. Nicaragua’s economy grew 
by 2.5% after a decade of falling activity levels, but g d p  
amounted to only two thirds of what it had been in the three 
years immediately preceding the crisis (1976-1978).

In contrast, five countries showed disappointing results: 
Jamaica’s g d p  grew by a modest 1 %, as the economy turned in 
a mediocre performance for the fourth year in a row, while three 
other countries saw their activity levels decline. In Haiti, this 
deterioration reflected the prolonged recession in which the 
country has been mired since the outbreak of the political crisis. 
Meanwhile, the recession that hit Venezuela in 1993, after three 
years of rapid expansion, became more acute in 1994, while 
GDP in Honduras shrank aftertwo years of strong growth. Lastly, 
economic activity in Cuba barely moved from the low level 
recorded in 1993, after three years of sharp contraction.

Thanks to faster growth in 1994, 11 countries performed better 
than in 1993, while nine others maintained satisfactory growth 
rates (which, however, fell below their 1993 levels in three 
cases); only four countries saw a decline in the level of activity. 
This contrasts with the outcome observed the preceding year, 
when only seven countries performed better than in 1992 (see 
table A.2).

Despite the still relatively high population growth rates in many 
countries of the region, the results in terms of per capita output 
were largely positive. In six countries -Argentina, Barbados, 
Colombia, Guyana, Peru and Uruguay-, this indicator of 
well-being rose by 3% or more, while another 11 countries 
-Bolivia, Brazil, Chile, Costa Rica, Dominican Republic, 
Ecuador, El Salvador, Guatemala, Mexico, Panama and 
Trinidad and Tobago-recorded moderate increases of between 
1 % and just under 3%. In contrast, per capita output stagnated

or declined in the remaining seven countries. Owing to the poor 
performance of the region’s economies in the past decade, 
however, only eight countries saw their 1994 per capita output 
exceed its 1980 level: Chile (33%), Colombia (28%), Jamaica 
(16%), Uruguay (13%), Dominican Republic (7%), Panama 
(7%), Costa Rica (3%) and Argentina (1%). In Barbados and 
Paraguay, this indicator was practically the same in 1994 as in 
1980. At the other end of the scale, the biggest reductions in per 
capita output since 1980 were observed in Haiti (-47%), 
Nicaragua (-42%), Trinidad and Tobago (-32%), Peru (-23%), 
Bolivia (-17%), Guatemala (-15%), Honduras (-10%), El 
Salvador and Mexico (-5%), Brazil (-3%) and Ecuador (-2%) 
(see table A.3).

The employment situation deteriorated in a number of countries 
in the region in 1994, as shown by higher unemployment rates 
and stagnant or falling formal employment indicators. In 
Argentina, open urban unemployment continued to rise, amply 
exceeding 10% of the workforce, while Venezuela also saw a 
sharp increase in this indicator. Chile’s unemployment rate rose 
to about 6.7% in the period from August to October, compared 
to its considerably lower level of 4.8% in the same three months 
of 1993. B razil’s situation worsened slightly as open 
unemployment rose and employment in manufacturing 
(particularly in the formal sector) contracted. Mexico also 
suffered a moderate increase in unemployment, as the rate for 
urban areas rose from 3 5% in the first nine months of 1993 to 
3.7% in the same period of 1994, while the level of formal 
employment fell, except in the magu/Va industry. Unemployment 
also worsened in Bolivia, Honduras, Nicaragua and Uruguay. 
In Peru, on the other hand, unemployment dipped slightly from 
9.9% to 9.5%, while formal-sector urban employment remained 
stable, with downturns in manufacturing and commerce and an 
upturn in services. The employment situation also improved in 
Ecuador, El Salvador and Panama.

Employment patterns in Latin American countries are highly 
diverse. In Venezuela, the increase in unemployment is 
primarily attributable to the decline in output, especially that of 
activities geared towards domestic demand. In other countries, 
employment indicators were eroded by the effects of various 
measures implemented under stabilization and adjustment 
policies, such as mass dismissals of public-sector employees 
(sometimes in the context of privatization programmes, as in 
Argentina). Chile’s stabilization policy has curbed domestic 
demand, thereby affecting the generation of employment in 
non-tradables sectors. In other circumstances, non-competitive 
firms have been driven out of business as a result of 
liberalization policies, with a consequent loss of employment (as 
in Argentina, Mexico and Uruguay). Likewise, the changes in 
production patterns which firms have introduced in response to 
increased competitiveness have often involved the absorption 
of less labour-intensive technologies. This has greatly increased 
labour productivity and led to high growth rates in industrial 
output that coincide with lower employment (in Argentina and 
Brazil).

The dynamic expansion of formal employment in 1994 was 
concentrated in manufactures exports (the maquila and 
automotive industries) and non-tradables (construction and 
finance). However, in most of the countries, the jobs created in 
those activities were fewer than the jobs lost in other sectors of 
the formal economy. Thus, job creation in 1994 shifted towards 
the informal sector; it is estimated that over 80% of all new jobs 
in the region were in low-productivity informal-sector activities. 
In rural areas of a number of countries, difficulties in the 
agricultural sector imply that formal employment in these 
activities has contracted (in Chile, Argentina and Paraguay),
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although the sector is recovering in other countries (such as 
Peru).

b) The national economies
In 1994, Peru’s economy again recorded significant growth 
(11%) which was considerably higher than the 1993 rate of 
6.5%, in a context of greater political stability and lower inflation. 
This partly offset the effects of the severe recession of 
1988-1992, when the cumulative decline in g d p  amounted to 
24%. The new dynamism was attributable to the robust 
expansion of investment, which continued the recovery begun 
in previous years. Another major determinant of the increase in 
the level of activity was the high growth in the physical volume 
of exports, which accounted for one fourth of the increase in 
GDP. Meanwhile, unemployment dipped slightly, hovering 
around 10%, while formal-sector urban employment remained 
stable, with downturns in manufacturing and commerce and an 
upturn in services.

The higher level of economic activity was reflected in all 
branches of production. Agriculture and fishing benefited from 
good weather conditions. Overall grain production was higher 
than it had been the preceding year, with especially noteworthy 
increases in the rice and cotton harvests (over 70%) and in 
sugar cane (30%). These developments were linked to the 
financing provided by rural banks, on the one hand, and to the 
tariff surcharges levied on imported rice, sugar, wheat and 
maize, on the other. Fishing boomed as well, in the categories 
of both fish meal and fish for human consumption, enabling the 
industry to meet growing external demand for tinned and frozen 
products. This success was facilitated by investments in fishing 
fleet modernization and in the expansion of processing plants. 
A determining factor in the increase in frozen products was the 
participation of foreign ships, which operated under agreements 
on the extraction of giant squid.

The more stable political and social situation attracted a 
significant inflow of foreign capital, which stimulated the 
business sector and benefited the manufacturing, mining and 
commercial sectors. The recovery of manufacturing, which grew 
by nearly 13%, extended from the primary products sector to 
the rest of the industry, with comparable increases in consumer, 
intermediate and capital goods. Moreover, the inflow of US$ 6 
billion in external capital, partly as a result of the privatization of 
public enterprises, led to higher investment in mining and 
construction; the latter’s brisk expansion (24%) was buoyed by 
public expenditure on road improvement and projects financed 
by the National Housing Fund (f o n a vi). Although the privatization 
of public mining enterprises continued as planned, the new 
investments have not yet shown results in terms of production, 
except in the case of China’s Shougang-HierroPeru enterprise, 
which extracted 35% more iron ore than in 1993. However, new 
investments in gold and copper mines and in petroleum have 
generated expectations of rapid growth in future output.

Trends in Argentina’s economy remained strongly expansive 
in 1994 (6%), thereby prolonging a growth phase whose 
duration and magnitude are unusual in the country’s recent 
experience. For the first time since 1990, the increase in the 
physical volume of exports played a major role in boosting g d p , 
owing in particular to the dynamism of foreign sales of 
manufactures. At the same time, imports (whose growth had 
moderated in 1993) picked up speed once again, mainly 
because of increased  purchases of cap ita l goods. 
Consequently, the trade deficit in goods and services widened 
further. From the standpoint of domestic demand, investment

was again the most dynamic component, markedly surpassing 
its already rapid expansion of the preceding year; construction 
continued to grow, and equipment purchases (especially 
imports) surged. Thus, the capital formation coefficient 
approached the levels recorded In the early 1980s, before the 
debt crisis. Aggregate consumption also grew significantly, but 
proportionally less than g d p , while family expenditure showed 
signs of levelling off. Automobile sales continued to increase 
rapidly, but sales of other consumer goods, both durable and 
non-durable, began to slacken. The fastest-growing sectors in 
1994 were construction, mining (especially petroleum 
extraction) and some services. Agricultural production rose 
modestly, conforming to its pattern of sluggish growth in recent 
years. Manufacturing expanded again, though more slowly than 
total output; within the sector, different branches of production 
and groups of firms continued to show diverse results.

Nevertheless, this economic boom was not correlated with 
higher demand for labour. The unemployment rate rose once 
again in 1994, exceeding 10% for the first time. Between May 
1993 and May 1994, total urban employment grew less than the 
population. Over the same period (and in contrast to the pattern 
of recent years), the rate of participation in the labour market 
fell; at the same time, the underemployment index rose. In the 
four years since May 1990, urban employment has shown no 
more than a natural increase, while the unemployment 
coefficient has risen by more than 2%, contrasting sharply with 
the robust growrth in g d p  over the period.

Colombia’s econom ic performance was sim ilar to that 
observed in 1993, as the economy expanded by just over 5%. 
This growth was marked by a 15% increase in government 
consumption and a 12% increase in private investment. The 
latter expanded in spite of a domestic interest-rate hike, as it 
was bolstered by the wide availability of external credit. The 
growth of public investment, for its part, plunged to 3% after 
having reached 19% in 1993, with the result that total investment 
fell far short of the exceptional increase observed the preceding 
year. Growrth in 1994 was more evenly spread among different 
sectors than in 1993. The fastest-growing area was once again 
services -primarily government and financial services, which 
increased by 13% and 9%, respectively-, followed by mining, 
with an 8% growth rate. All of the main sectors expanded 
significantly, again with the exception of coffee growing (-18%) 
and coffee threshing (-7%). Excluding coffee growing, the 
agricultural sector performed better than in 1993, expanding by 
over 5%. Excluding coffee threshing, manufacturing also 
increased by over 5%; this growth was not so concentrated in 
a single branch as it had been in 1993 (when it had taken place 
mainly in the automotive industry). At the beginning of the 
second half of the year, an interruption was observed in the 
upward trend which unemployment had displayed since 1993.

The Brazilian economy continued the recovery begun in 1993, 
afterthree years of recession; the 1994 growth rate of 4.5% was 
the highest since 1986. Despite the expansion, instability 
continued in a country which is undergoing economic transition, 
with marked variations in the course of the year and a good deal 
of disparity among the different sectors. The increased growth 
rate was largely attributable to the bigger supply of agricultural 
products, after the fall of the previous year, and the increased 
production of consumer durables, especially those produced by 
the engineering industry. During the first months of the year, 
production grew rapidly, demonstrating a capacity (notably of 
the manufacturing sector) to respond rapidly to the pressures of 
dom estic dem and. However, the second quarter was 
characterized by a slow-down brought about by the effect of 
expectations and the mechanics of adapting to the u r v , the new
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indexing instnjment which went into effect in March, as well as 
fears associated with the launching of the third stage of the 
stabilization plan and the introduction of a new currency. This 
period of uncertainty ended in August, as adaptation to the plan 
proved less traumatic than expected. A phase of rapid economic 
growth then began, as in the case of other stabilization plans. 
The restoration of consumer confidence can be attributed to the 
greater transparency of the price system with the stabilization 
of the economy, reinforced by the strong growth in demand for 
credit. In the light of this new situation, the authorities started to 
worry that inflation might surge rapidly, thereby endangering the 
whole process. They therefore introduced a series of measures 
to mitigate the pressure of demand, including credit restrictions, 
the extension of reserve requirements to the financial system 
and the reduction of import tariffs. These measures curbed the 
economy’s tendency to overheat, but the level of activity, 
particularly that of the manufacturing sector, continued to 
expand, though growth was limited in some cases owing to the 
exhaustion of idle capacity.

The manufacturing sector grew by 5%, or half as much as in
1993. This growth was largely due to the favourable 
performance of the durable goods sector, particularly the motor 
vehicle industry, which reached record production levels in 
response to strong domestic demand. Another contributing 
factor was the fall in domestic prices as a result of the sectoral 
agreements concluded the previous year, which enabled the 
private sector and the Government to replace their motor vehicle 
stock. This growth in demand was facilitated by people’s 
improved levels of income as a result of the end to very high 
inflation and, in particular, by the increase in consumer credit, 
most notably in the form of credit card use. In contrast, 
non-durable consumer goods such as food industry products 
performed less favourably. The external market also played a 
role in stimulating the growth of manufactures, though to a lesser 
degree than in 1993. On the other hand, commodity exports 
were very robust and contributed significantly to the growth in 
output.

Brazil’s employment situation worsened somewhat in 1994. The 
open unemployment rate rose from 5.3% in 1993 to 5.5% in
1994, and both the employed and unemployed populations 
increased. This state of affairs is attributable to an increase in 
the participation rate, since the economic recovery attracted 
new entrants into the labour market. Moreover, there was an 
increase in the level of employment, albeit accompanied by an 
erosion of security in working conditions, since employment 
growth was greatest among self-employed workers and those 
not covered by welfare legislation. Formal-sector employment 
remained stable, with a fall in the numbers employed in the 
manufacturing sector and increases in construction, commerce 
and services.

The level of activity in Chile expanded by 4.5%, which was lower 
than the rates achieved in previous years. This expansion was 
bolstered principally by exports and by historically high 
investment ratios. Growth in export volumes was very high, and 
accounts for most of the increase in g d p . A s  domestic 
expenditure increased at a considerably lower average rate than 
GDP, private consumption bore the brunt of the adjustment that 
was implemented starting in mid-1993to counter the high level 
of spending and problems in the external sector stemming from 
the dramatic deterioration of export prices, since investment 
increased at the same rate as g d p , while total public spending 
grew faster than g d p . Private consumption slowed-down in the 
first half of the year as a the result of rather high interest rates 
and increasing unemployment rates, which have been slow to 
respond to the decline in the growth of expenditure and g d p .

Tradables recovered, especially in the fishery and forestry 
sectors. Mining and manufacturing grew in step with g d p , 
although mining exhibited an upward trend while the trend in 
manufacturing was downward; in the latter case, the contractive 
effects of domestic demand outweighed the expansive impact 
of external demand. The sectors producing non-tradables 
continued their slow-down; construction, particularly in the 
private sector, went into a downturn and commerce grewslowly. 
Commerce recovered beginning in the third quarter, as a 
consequence of the recovery in imports of consumer goods.

As the adjustment rested on the reduction of the rate of activity 
of non-tradables, which are more labour-intensive, it was 
reflected in a less active labour market. The unemployment rate 
increased from less than 5% in the final quarter of 1993 to 6.7% 
in the period from August to October. The rate of job creation, 
which had been growing at an annualized rate of 6% in the 
second half of 1993, slowed to 3.5% in the first quarter and fell 
by another 1 % in the third quarter. Lower expectations of finding 
a job also reduced the high growth of the labour force to a rate 
of 3.4% in the second quarter and just 0.7% in the third quarter. 
The adjustment affected labour in terms of quantity rather than 
price, since a major increase in real wages accompanied the 
lower rates of job creation and the increase in unemployment 
despite the significant reduction in the growth of the labourforce.

Activity increased markedly in Uruguay starting in the second 
quarter; g d p  grew by over 4% during 1994, reflecting increases 
in both domestic and foreign demand. Fixed investment 
continued to expand, with increases both in construction and in 
machinery and equipment, while public and private expenditure 
rose. The physical volume of exports of goods and services rose 
considerably, largely on account of greater demand in 
neighbouring countries: specifically, the increase in the number 
of tourists from Argentina in the first half of the year and the 
increase in Brazilian demand in the second half following the 
implementation of the Real Plan. A substantial part of the growth 
in overall demand continued to be met through imports, whose 
physical volume once again increased markedly.

Growth was concentrated in the service sectors, while the 
production of goods remained stagnant. Construction provided 
the only positive note in the latter sector’s expansion, as 
agriculture increased only slightly and manufacturing continued 
to shrink. This sector continued to be strongly affected by the 
closure of the petroleum-refinery plant, which is being 
remodeled; production of chemicals, non-metallic minerals and 
basic metals also declined. In contrast, significant increases 
were recorded in the production of metal products and 
machinery and equipment (largely as a consequence of the 
marked growth of the motor vehicle industry), food production 
-boosted substantially by the increased activity of cold-storage 
plants- and the production of tobacco, textiles and clothing, as 
well as paper and printing. Services recorded significant growth, 
with the exception of electric power generation, which declined 
owing to a further drop in Argentine demand. Despite the 
increased level of activity, the unemployment rate rose to 
around 10% towards the end of the third quarter of two 
percentage points above the rate recorded one year earlier. This 
state of affairs was the result of an increase in the rate of activity 
combined with a decline in the employment rate. However, the 
average for the first nine months of the year (9%) only slightly 
exceeded the rate for the same period of the previous year.

The Bolivian economy’s 1994 growth rate of about 4% was very 
similar to that of the previous year. The pattern of overall 
demand is illustrated by the strong growth of exports of goods 
and services (29%) and the small increase in domestic demand,
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which is attributable to the decline in domestic public 
investment. General government consumption grew by a 
modest 2%, while private consumption rose at a rate similar to 
that of GDP. The sector which contributed most to growth was 
hydrocarbons, with considerable increases in the production of 
petroleum and natural gas (13%). The growth of the agricultural 
sector was similar to that of g d p ; the greatest dynamism was in 
agribusiness production, especially in sectors linked to foreign 
markets such as soya, cotton and vegetable oil. The slight 
increase in mining was highlighted by growth in gold and silver 
production. Manufacturing recorded slightly above-average 
growth; basic metals, chemicals and petroleum refining all made 
notable contributions. Construction remained stagnant owing to 
an absence of public investment projects during the first half of 
the year, but this trend reversed itself in the second half. The 
electricity, gas and water sector recorded a very high growth 
rate (13%) based largely on the increase in electric power 
generation.

In 1994 Ecuador recorded a slight increase in its growth rate 
(4%), which contributed to the expansion of per capita g d p . This 
growth was based primarily on the external sector (especially 
petroleum exports), but also on domestic consumption and 
gross fixed capital formation. The latter variable had stagnated 
the previous year but grew once again in 1994 at a rate higher 
than the increase in g d p  (5.5%). The most buoyant sectors were 
mining, including petroleum (7%), and construction (6%), 
together with a number of manufacturing industries and some 
services. Open urban unemployment fell by about 1%, as a 
result of the increase in activity and, in particular, the increase 
in public investment in infrastructure projects.

In Paraguay the rate of economic activity declined by 3% in 
1994, mainly on account of the meagre contribution of 
agriculture. Indeed, in spite of the increase in the acreage 
planted of soya and cotton (the leading exports), the soya 
harvest languished and the cotton harvest actually declined 
because of weather problems and disease. Livestock, for its 
part, showed a moderate increase, while logging expanded 
more quickly. Manufacturing performed modestly; production of 
beverages and tannin increased, but meat packing declined 
because reduction in meat exports brought about by the 
imposition of quantitative restrictions in one of Paraguay’s 
leading markets. Construction and basic services continued to 
grow at a good pace.

The Venezuelan economy slipped further into recession in 
1994; GDP fell by 4%, after the 0.2% fall recorded in 1993. The 
decline in activity was particularly sharp in the non-petroleum- 
related private sector (-6.5%), given that the petroleum industry 
expanded by more than 5%. The unemployment rate had been 
below 7% at the beginning of the year but had risen to 9% six 
months later. Private-sector production continued to be severely 
affected by the situation of economic instability which persisted 
in the wake of the climate of political and institutional uncertainty 
pervading the country in 1993.

The picture improved at the beginning of the year when the new 
Government elected the previous December took office and a 
plan to strengthen public finances was announced. None the 
less, 1994 was characterized by a severe financial crisis that 
affected the banking sector, disturbing the functioning of the 
production structure and forcing the authorities to adopt a tight 
monetary policy and to impose price and exchange controls 
midway through the year. The difficulties in obtaining supplies, 
particularly imports, as a result of these controls further hindered 
production. Private investment was particularly affected by this 
situation, which was reflected in lower sales in the domestic

market for a num ber of industries, such a s  cem ent producers 
and m otorveh ic le  m anufacturers. H ow ever, the external market 
provided relief for m any industries and, consequently, exports 
of m any m anufactures rose. T h e  petroleum  sector continued to 
expand owing to the large proportion of its output that is 
exported; the petrochem icals industry w as in the sam e situation. 
T h e  State oil co m p an y pd vs a  continued its policy of investing in 
exploration and the expansion of its productive capacity, so  as 
to take full advantage of its export quota set in accordance with 
oPEc; this quota rem ained unchanged during the year.

In Mexico, where a negative result was recorded in the second 
half of 1993 and activity was slack in the first quarter of 1994, 
productive activity has picked up progressively during the year, 
reaching an average growth rate of 3%. Overall demand grew 
by nearly 5%, as a result of the dynamism of investment, which 
expanded by around 10%, and the increase in extemai demand, 
while consumption grew by just 2%. The growth rates of the 
various production sectors were again highly divergent; this was 
partly a reflection of the greater dynamism both of investment 
spending in relation to consumer spending and of extemai 
demand in relation to domestic demand. Construction increased 
by more than 7%, boosted somewhat by government spending, 
w ith strong upswings in the areas of petroleum and 
petrochemicals, transport and miscellaneous building beginning 
in the second quarter. Both the transport, storage and 
communications sector and the electricity, gas and water sector 
grew substantially, by around 7%. Mining and commerce, 
restaurants and hotels experienced slower growth (around 2%), 
while the agricultural sector grew by a bare 1%.

Manufacturing increased by 3%, recovering from its downturn 
of 1993, but the results of the different branches were mixed. 
The improved performance of export firms led to a more than 
8% rise in metal products and machinery, after a fall of around 
4% in 1993. The basic metals industry grew significantly (10%), 
afterthe period of restructuring and scant growth which followed 
the privatization of State enterprises. The buoyancy of 
construction gave an impetus to the production of non-metallic 
minerals, whose output rose by 3.6% with respect to the same 
period in 1993. The constant adaptations induced by trade 
liberalization were reflected in considerable slumps in wood, 
textiles and clothing and, to a lesser extent, printing and 
publishing and food, beverages and tobacco. According to the 
target market, capital goods performed better in that production 
volume increased, after a downturn in 1993. Although the 
growth of consumer goods was slow, it still contrasted with the 
fall recorded in 1993. The generation of value added in the 
inbond assembly export industry grew by 7.5% in real terms 
betw een January  and August, con tinu ing  its robust 
performance, but this was lower than the 1993 rate of 17% 
because of the drop in the number of establishments.

The employment situation remained difficult. During the first 
nine months, open unemployment averaged 3.7%, compared 
to the 3.5% recorded for the same period in 1993. Manufacturing 
shed employees at a rate very similar to that of 1993; this trend 
affected all branches. In the first eight months of the year, 
employment decreased by 6% in comparison with the same 
period in 1993. Employment in the maquiladora industry, for its 
part, rose by almost 6%. The commercial establishments in 
Mexico’s largest cities showed mixed trends: in the first nine 
months of the year, employment in retailing grew by 2.7%, while 
employment in wholesaling dropped by 3.5%.

The countries which comprise the Central American Common 
Market (cacm ) grew by 3.2% as a whole; this was slightly lower 
than the 1993 rate, but considerably higher than the average
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rate recorded since the crisis of the early 1980s. The expansion 
was relatively widespread; growth accelerated, sometimes 
significantly, in all the countries except Honduras, whose 
economy contracted.

In Costa Rica, g d p  grew by 4.5%, or slightly less than in 
1992-1993. In contrast with previous years, investment rose 
only slightly, as a result of the credit squeeze, the uncertainty 
surrounding the transition from one Government to another and 
the decline in external resources. M anufacturing and 
construction benefited from the large investments of the recent 
past. The higher cost of domestic credit, higher inflation and the 
increasing scarcity of foreign exchange all appear to have 
curbed private consumption, while public consumption rose 
more than in previous years. The most buoyant sector was 
construction (8%), though gro'wth was lowerthan in the previous 
year. Manufacturing continued to be dynamic (5%), while 
agriculture grew by a meagre 2%, partly as a result of the 
summer’s drought. The fastest-growing agricultural activities 
were sugar, slaughtering of cattle (mostly imported from 
Nicaragua) and fisheries. Coffee stood to benefit greatly from 
high international prices, but was unable to take full advantage 
of the favourable conditions, as nearly 90% of the 1993-1994 
harvest had been sold in advance at low prices. Banana 
production is declining in the face of the quotas imposed by the 
European Union and lower international prices.

In 1994, El Salvador’s economy repeated its performance of 
the previous year by growing 5%, bolstered by robust 
investment, especially private investment in machinery and 
equipment. Public investment also showed an upward trend. 
The expectations generated by the peace process that followed 
the signing of the peace agreements in January 1992 created 
a favourable climate for investment. Despite a slight slow-down 
with respect to previous periods, productive activity continued 
to be sustained by the overhaul of infrastructure and services, 
especially transport, as well as the boom in building shopping 
centres and housing. Agricultural activity was adversely affected 
by the lack of rainfall, reflected in a decline in the production of 
basic grains, while the coffee harvest was 20% below that of the 
previous cycle as a result of its twice-yearly variations, the 
reduction in agricultural activity because of depressed prices in 
previous years and weather conditions. Manufacturing failed to 
match its 1993 performance, in contrast to the maquiladora 
industry, which continues to make strides, particularly in the 
textile branch. Meanwhile, the open unemployment rate fell by 
almost 1 % in a context of economic growth. The unemployment 
rate remained high, though with seasonal variations, in both 
rural areas and cities. In the case of rural areas, this was due 
to the stagnation of agricultural production, while the 
persistence of high unemployment in urban areas appears to 
reflect significant initial levels of underemployment, in addition 
to the impact of demobilized soldiers returning to productive life.

In 1994, Guatemala’s economy grew by 3.5%, outstripping the 
high population growth rate, so that per capita income slowly 
increased for the eighth year running. Consumer spending by 
both the private and public sectors constituted the most dynamic 
variable, while the volume of exports fell. Private consumption 
rose by almost 5% while public spending rose by just over 2%. 
The factors shaping private consumption patterns included the 
moderate rise in average real wages and a small increase in 
employment, together with the copious flow of remittances from 
abroad. Public consumption rose thanks to transfers to 
decentralized institutions. Private investment dropped by 1% 
and public investment increased by 1%, boosted essentially by 
the activity of municipalities in the interior. The agricultural 
sector rose at a reduced rate of 2%, similar to that of 1993, on

account of the severe downturn in the production of basic grains 
caused by the drought which affected the main farming areas. 
Moreover, only modest increases were recorded in the 
production of leading exports. Thus, coffee and banana 
production increased by only 1 % and that of cardamoms and 
sugar, by 3%. Manufacturing expanded slowly by 3%, mainly 
because of increased exports to Central America, the rise in 
domestic consumption and major maquila sales to the United 
States. Construction experienced a slight increase of 2%, which 
was closely related to the projects carried out by municipalities 
and the continuation of a number of residential and commercial 
projects.

The level of activity in Honduras contracted by 1.5% in 1994, 
after growing by just over 6% in the preceding two years as a 
result of increased public spending. One factor in this fall was a 
prolonged drought that reduced agricultural production and a 
worsening of the shortage of electric power energy generation; 
th is resulted in the need for rationing, which affected 
manufacturing activity. A further negative factor was the severe 
cutback in public spending initiated to halt the speed-up in 
domestic prices, which adversely affected construction. Almost 
all major sectors experienced slumps. The agricultural sector 
dropped by almost 3%. Production oriented towards the 
domestic market was depressed by the prolonged drought, 
which led to a drop of almost 30% in the production of maize, 
beans, rice and sorghum. Agricultural production destined for 
foreign markets showed mixed results. Coffee production 
received a boost from the marked increase in international 
prices. On the other hand, banana production dropped as a 
result of falling international prices and the strike that affected 
one of the leading banana producers halfway through the year. 
With respect to the remaining subsectors, livestock-raising 
recorded advances, while forestry slipped back due to the partial 
ban imposed to prevent overiogging. Construction, which had 
expanded at a very high rate in 1992-1993, fell by 17% as public 
building declined, while manufacturing also declined (2%) as a 
consequence of energy rationing.

In Nicaragua g d p  increased by 2.5%; such a figure, which has 
not been recorded in years, nevertheless implies a reduction in 
per capita terms. The fact that growth was not greater can be 
attributed to the drought, which hurt the maize and bean crops 
well as energy generation, leading to electricity rationing. Strikes 
in the transport sector also played a role. This moderate 
recovery was achieved through the intensification of economic 
reforms, bolstered by the inflow of external resources. Exports 
rose markedly, but domestic demand remained practically 
unaltered. Gross fixed capital formation did not change either, 
as a result of an increase in its government component, which 
is undergoing a recovery, and a fall in private investment. 
Government consumption declined by a very small amount, 
while private consumption rose. The increase in g d p  was the 
result of the increase in agricultural production (5%) and 
construction and mining, which also recorded above average 
growth, while manufacturing activity and service sectors turned 
in very modest performances.

Exportable agricultural products recorded an increase of 12% 
(with major rises especially in sesame production), while the 
volume of products for domestic consumption shrank by 8%. 
Agricultural exports rebounded; this was especially so in the 
case of coffee, whose value doubled on account of increases 
in both volumes and prices. Stock-raising continued its upward 
trend and meat exports continued to be Nicaragua’s leading 
export product. Construction rose by almost 6% and related 
activities benefited from this rise; for instance, cement 
production increased by 22%. As regards manufacturing, the
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engineering industry and the cigarette industry recorded major 
increases, while those producing oil, wheat flour, beer, 
carbonated drinks and cardboard boxes increased slightly. On 
the other hand, production of cloth, leather and rum decreased. 
Exports of manufactures, which have been recording very low 
volumes, rose by 20%; this rise is due mainly to a rise in food 
exports. Employment levels in the economically active 
population slipped back. Employment and total payrolls dropped 
according to contributions to the Nicaraguan Social Security and 
Welfare Institute (inssbi). Activity, especially manufacturing, rose 
markedly in the Las Mercedes free zone, directly generating 
4,100 jobs in August, almost three times the figure for the 
previous August. Employment levels in construction remained 
the same as the year before.

In 1994 Panama maintained for the fourth year running the 
upward trend observed since the beginning of the decade, 
although this represented a slight slow-down. Once again, 
dynamism was provided by sectors such as construction, the 
banking system and commerce in general and in the Colón free 
zone in particular. Investment continued to increase at a high 
rate, though it did slow down as a result of electoral uncertainty 
and expectations generated by the negotiations conducted prior 
to Panama’s admission to g a t t . Construction, which remains 
largely dependent on construction of luxury buildings, continued 
to expand at a rate close to 20%, though this was less robust 
than in previous years. Contributing to this expansion was the 
increasing demand for construction of low- and medium-cost 
dwellings, boosted by the availability of mortgage credit. 
Consumption also appears to have benefited from the growth 
in domestic credit. Commercial, banking, transport and basic 
services were all noteworthy activities. Mixed trends were 
evident in the agricultural sector; thus, output of most traditional 
products (bananas, coffee and meat) declined, while output of 
non-traditional products, such as shrimp and fish, increased. 
Manufacturing output slowed down as a result of the 
above-mentioned uncertainties, as well as the budget restriction 
on subsidies which the Government has provided to the sector 
in recent years. Clothing made to order for export to the United 
States market dropped by 9%.

The recovery of Latin American economies, in a context of 
greater trade liberalization, has had a positive effect on activity 
in the Colón free zone, where total commercial activity has 
increased by just over 11%. Income from Canal operations also 
increased as a result of growth in traffic and freight, while the 
amount of crude petroleum exported via the trans-isthmus oil 
pipeline fell by 2%. Tourism also experienced major growth 
(7%). The unemployment rate fell once again, from 12.9% in 
1993 to 12% in 1994, as a result of an increase in employment 
in construction and commerce.

In the Caribbean countries, the level of activity showed a mixed 
performance in general. Guyana continued to record a high rate 
of growth, the Dominican Republic saw a slight speed-up of 
growth and the economies of Barbados and Trinidad and 
Tobago recovered after several years in which the level of 
activity fell. Cn the other hand, Cuba and Haiti continued to be 
em broiled in deep crises which have transla ted into 
considerable drops in gross domestic demand in recent years.

In 1994 the gross domestic product increased by 4% in the 
Dominican Republic, despite an unstable macroeconomic 
framework. None the less, as a result of the fiscal and monetary 
measures instituted in September, an economic recovery 
occurred in the following months. Both the public and 
private-sector components of gross domestic investment and 
consumption rose. The slight drop recorded by agriculture is

attributable mainly to the drought that has affected the country 
since the end of 1993, the fall in the areas sown or harvested 
of a variety of basic crops, as well as the damage to garden 
produce caused by pests and blight. However, agricultural 
activities exhibited mixed trends: crop farming fell, but stock 
raising, forestry and fishing all saw a rise in activity. Mining 
recorded strong growth (90%), after the collapse of previous 
years, reflected in greater extraction of nickel, gold and 
silver.

Manufacturing grew by 3% as a result of increased output in the 
branches of sugar-cane by-products, alcoholic beverages, 
tobacco, dairy products and construction materials. Free zones 
grew once again. At the end of 1994, some 500 firms were 
already operating in free zones, employing around 170,000 
people. This growth was reflected in the fact that exports from 
free zones grew more quickly than did traditional ones. 
Construction continued to be notable for its dynamism (6%), 
which essentially took the form of expanded public works. As 
regards services, e lectricity generation increased and 
expanded co m m u n ica tio n s  se rv ice s  re su ltin g  from  
improvements in telephony, combined with increased tourist 
flows, led to a rise in hotel, bar and restaurant services.

In Haiti gross domestic product again contracted sharply (-10%) 
in 1993, resulting in a further severe drop in per capita output 
(-12%). This is a reflection of the grave institutional crisis 
affecting Haiti for the last three years, which has resulted in the 
suspension of foreign economic assistance and the imposition 
of a trade embargo. The normalization process began only in 
November, which means that it is still not possible to measure 
its impact on the Haitian economy. Output of a number of 
agricultural products increased in 1994, prompting many 
farmers to switch from producing coffee -which was affected by 
low prices at the beginning of the year as well as the high cost 
of fertilizers- to production of crops for the domestic market, as 
prices for these rose markedly.

However, most other activities contracted, as the situation 
deteriorated with the intensification of the embargo in May. The 
output of export-assembly industries had fallen in the first part 
of the year to some 60% of the 1991 level; subsequently the fall 
intensified leading to the virtual disappearance of the sector. 
The number of people employed in this sector fell from 44,000 
in September 1991 to 8,000 in May 1994, and of the 252 firms 
in operation in 1990, only 44 remained in business. Industries 
which concentrated on the domestic market also performed 
poorly, given that, except in a few cases, they had to suspend 
production. In addition, plant and equipment suffered through 
lack of maintenance and scarcity of spare parts. Construction 
stagnated as a result of the low level of public investment and 
the large rise in the cost of cement.

After the severe contraction of output recorded between 1991 
and 1993, it appears that the Cuban economy has sunk to its 
lowest point in 1994, and is now languishing at that low level; in 
point of fact, GDP posted zero growth. In the midst of those 
difficulties, huge changes have occurred in reaction to new 
world circumstances; these have included reducing the 
involvement of the State, liberalization of the market for 
agricultural products and increased openness to foreign 
investment and tourism -a ll of which call for resourcefulness on 
the part of economic agents. The stagnation of output is the 
result of two opposing trends: on the one hand, tourism, mining 
and construction and non-sugar manufactures have recorded 
growth; on the other, falls have been recorded In the sugar-cane 
harvest and in agriculture, while social services have remained 
stable. One salient fact in the current economic situation is that
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tourism has displaced the sugar industry trom its traditional rote 
as the leading source of foreign exchange.

Aggregate supply grew slightly as a result of the stagnation in 
output and moderate growth in imports. Domestic demand 
dropped as did exports of goods, while sales abroad of services 
continued their marked dynamism; in this regard, tourism 
deserves special mention. Consumption expenditure by the 
private sector and the Government again dropped. The 
agricultural sector recorded a drop for the second year in a row 
as a result of the drop in crop farming (sugar cane and other 
crops), although stock raising and poultry breeding increased 
somewhat. The scarcity of inputs, adverse weather conditions 
and the lack of incentives for the labour force all had a negative 
impact on land development, planting, tending crops and 
harvesting. The sugar-cane industry continued the downward 
trend of the 1990s, and the problems in industries not related to 
sugar-cane production led to increased running-down of food 
supplies for the population.

Mining expanded for the third year in a run owing to the 
incfeasing inflow of foreign investments; this led to an increase 
in extraction of petroleum, gas, copper and zeolite, but nickel 
production fell by around 10%. Manufacturing recovered 
slightly, despite the fact that part of the installed capacity 
continued to suffer from shortages of fuel, raw materials, spare 
parts and other imported inputs. The sugar industry, which is 
relatively important in the sector, declined. Construction 
expanded as a result of the execution of projects related to 
tourism, agriculture and foreign investment. Following the 
collapse of the energy sector in the previous four years, 1994 
was characterized by a recovery due to an increase in both the 
volume of imported petroleum and petroleum products and in 
domestic extraction of hydrocarbons. This may have had a 
bearing on the increase in electricity generation.

The performance of the countries comprising the Caribbean 
Community (c a r ic o m ) was generally betterthan in the previous 
year, owing notably to the expansion of tourism and sugar 
production. Guyana again recorded significant growth, while 
Barbados and Trinidad and Tobago recovered from their 
meagre previous results. By contrast, Jamaica and the countries 
comprising the Organization of Eastern Caribbean States (o e c s ) 
recorded a slow-down in growth and in the Netherlands Antilles 
output contracted slightly.

Guyana managed to maintain the robust performance of 
previous years, despite the reduced levels of bauxite and rice 
production. In particular, gold production continued to expand 
rapidly. In Barbados the level of activity increased by 4%, after 
a four-year decline; this growth was boosted by the resurgence 
in the tourism sector and the recovery in sugar production, which 
had exhibited a negative trend over the course of several years. 
This growth has made it possible to reduce high unemployment 
rates to some extent. In Trinidad and Tobago, output grew by 
4%, thus reversing the downward trend observed since 1983; 
this trend had been characterized by positive variations only in 
1990 and 1991, in each of these cases of a magnitude of less 
than 2%. The recovery was due in essence to the petroleum 
sector, which grew by more than 10%. Non-petroleum sectors 
also recorded growth, though of a moderate nature; the activities 
which expanded the most were sugar and construction. This 
growth led to a slight drop in unemployment to around 20%. 
Jamaica’s output again grew by a small amount (1%). Trends 
in tourism and banana production were largely unsatisfactory, 
but the expansion of alumina exports and sugar production 
served to partially offset this. The o e c s  countries recorded only 
moderate growth, even lower than in the previous year. The 
robust performance of the tourism industry served to offset the 
negative trend experienced by productive sectors, and in 
particular the banana industry which fell by 17%.

3. MACROECONOMIC POLICY AND INFLATION

a) Main Chara&ter'istics of the region

Contrbilihg Ihflatión reriiained the principal objective of most of 
the macroeconomic policies of the countries of Latin America 
and the Caribbean. During 1994, Brazil, with the biggest 
economy in the region, joined those countries with a stabilization 
programme. The downward trend in inflation thus became 
widespread; 17 of the 22 countries studied reduced their 
inflation, kept thè same rate, or saw only slight increases, and 
only five of them (Costa Rica, Dominican Republic, Haiti, 
Honduras and Venezuela) showed significant rises.

The strategies remained the same: fiscal austerity, prudent 
monetary policies and further trade liberalization, particularly 
thtough re^ioriai agreements to eliminate tariffs ariiong trading 
partnërs. Exchange rate trends played a key role in consumer 
price variations in most of the countries of the region, by 
supporting an'ti-inflâtionary efforts in situations of voluminous 
supplies of foreign currency or by pushing prices upwards in 
situations where weak external sectors quickened the pace of 
devaluation.

The international scenario had diverse effects. On the one hand, 
the robust recovery of the developed economies raised 
commodities prices and increased demand for regional 
products, which led to an increase in overall demand. External 
capital continued to flow into the region steadily, despite certain 
disturbances during the first half of the year (Mexico, 
Venezuela); this inflow helped to finance the rise in domestic

demand and to moderate the upswing in the exchange rate. On 
the other hand, the rises in United States interest rates, along 
with directly affecting debt service, helped to keep domestic 
rates high, particularly in those countries that have to finance 
considerable deficits on their current account. This began to 
affect servicing of the public debt and prompted enterprises to 
seek resources for financing their capital formation by selling 
stock and securities on the international market.

Fiscal policy in virtually all the countries of the region sought to 
balance public accounts. Progress in fiscal reform, more 
realistic prices in public enterprises, perseverance in efforts to 
control tax evasion, and resources from privatizations continued 
to increase real revenues. Expenditures, in turn, remained low, 
especially for investment, which, although it helped achieve 
fiscal balance, also caused some uncertainty about being able 
to maintain the fiscal policy in question.

In 1994, a number of countries kept their fiscal balances within 
an acceptable framework, thus avoiding pressure on domestic 
credit; such was the case in Argentina, Brazil, Chile, Colombia, 
Ecuador, El Salvador, Guatemala, Mexico, Peru and Uruguay. 
Other countries with serious fiscal imbalances were able to 
finance them without recourse to domestic credit, since external 
resources covered practically the whole deficit, for example, 
Boliyia and Nicaragua. Costa Rica, Haiti, the Dominican 
Republic and Venezuela, on the other hand, saw their fiscal 
deficits increase and financed them by expanding the money 
supply, thus pushing inflation upwards. In Costa Rica and
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Venezuela, bank failures (a government bank in Costa Rica and 
a number of failures in Venezuela) resulted in huge para-fiscal 
deficits that had a considerable impact on the money supply, 
especially in Venezuela. The critical situation of the public sector 
in Haiti led the Government to finance most of the fiscal deficit 
by printing money. Even though Honduras received a good deal 
of external financing, the Government used bank credit to 
balance its accounts.

Monetary policy, then, except in a few cases, was helped by 
fiscal management and also by the rise in demand for money in 
a context of expectations of declining inflation. Thus, the 
challenge of keeping monetary expansion at a level compatible 
with growth and inflation targets remained linked with the flow 
of external capital. Domestic interest rates had to struggle with 
the conflict between competitiveness, monetary targets and 
financing the deficit on the external current account, with varying 
results. In most cases, as in previous years, priority was given 
to price stabilization, which led local currencies to appreciate 
again.

Generally speaking, changes in relative prices continued to 
favour non-tradables. The resulting real appreciation of the 
currency observed in most of the countries of the region, helped 
to a large extent to moderate consumer price rises. Since that 
affects external competitiveness in a context of trade 
liberalization, many countries carried out sweeping measures 
to enhance productivity, with some impact on employment. The 
rise in international commodities prices, in a year in which the 
dollar depreciated notably in relation to the mark and the yen, 
also helped competitiveness. The exchange rate had the 
opposite impact on dom estic prices in Honduras and 
Venezuela, countries in which higher devaluation pushed up the 
real exchange rate, with significant impact on inflation.

The sustained advance in integration processes, which entail 
more sweeping tariff reductions than those adopted in general 
trade liberalization programmes, also contributed to a 
slow-down in domestic prices. The increase in trade relations 
between groups of countries should in the near future create 
pressure to coordinate macroeconomic policies, which in turn 
should help to consolidate the progress achieved during the 
early part of this decade.

While the modernization of the production apparatus, with the 
corresponding rise in labour productivity, led in several countries 
to a reduction in formal-sector employment, it apparently 
contributed to a concomitant rise in real wages. Thus, Argentina, 
Brazil, Chile, Peru and Uruguay show rises in average real 
wages, with little dynamism in the generation of employment.

The minimum wage, in turn, during the 1980s was frequently 
determined in relation to fiscal or stabilization objectives. The 
result was a considerable decline in real terms and a notable 
reduction in the coverage of the employed population whose 
income depends on the legal minimum. In 1994, in contrast, 
several countries that had recorded sharp declines considerably 
increased the minimum wage (Argentina, Ecuador, Peru), 
although still without recovering pre-crisis levels. In other 
countries, such as Mexico, Paraguay and Uruguay, minimum 
wages in real terms remained the same or fell once again.

b) National economies
The region’s average inflation rate, excluding Brazil, fell to 16%. 
If the annualized rate recorded in Brazil during the Real Plan is 
included, the regional average is around 30%. Such levels had 
not been recorded since the early 1970s.

In 1994, eight countries (Argentina, Barbados, Bolivia, Chile, El 
Salvador, Mexico, Panama and Trinidad and Tobago) had 
single-digit inflation. Another nine countries (Colombia, Costa 
Rica, Dominican Republic, Ecuador, Guatemala, Honduras, 
Nicaragua, Paraguay and Peru) had moderate annual rates, 
between 10% and 28%. Jamaica, with a 33% annual rate, could 
almost be included in this group. Thus, only four countries 
showed high annual inflation rates, above 40%: Haiti, with 
serious political, social and macroeconomic disequilibria, and 
Brazil, Uruguay and Venezuela (see table A. 5).

Twelve countries (Argentina, Bolivia, Brazil, Chile, Ecuador, El 
Salvador, Mexico, Nicaragua, Paraguay, Peru, Trinidad and 
Tobago and Uruguay) made progress in their stabilization 
programmes. Brazil and Peru stand out among them for the 
scope of their reductions, along with those countries that 
achieved inflation rates close to those of developed countries. 
Colombia and Guatemala could be added here for their stable 
moderate rates. Barbados and Panama showed some instability 
in their small price hikes. As already mentioned, few economies 
lost ground in their fight against inflation.

i) Countries with single-digit inflation. Argentina’s inflation 
rate fell once again, bringing the variation in the consumer price 
index to less than 4%forthe year. This was achieved in a context 
in which aggregate consumption grew considerabiy, but 
proportionally less than output, and the external current account 
once again showed a huge deficit. The low readings on the 
inflation indexes were accompanied by a slow-down in relative 
prices and, in more general terms, by a consolidation of 
behaviour adapted to stability. During the first nine months of 
the year, the prices for the goods included in the consumer 
basket rose only slightly (a cumulative 1.4%), with nominal 
declines for fresh foods and (again) clothing. Prices for services 
rose more slowly than they did during the same period in 1993, 
but still more than the overall level. For the first time in several 
years, the wholesale price index (w pi) rose more rapidly during 
the first three quarters of 1994 than the consumer price index 
(CPI) (3.4% as opposed to 2.9%), although such was not the case 
for industrial goods of domestic origin recorded in the w p i. With 
respect to average wages, available information about the 
industrial sector indicates that wages more or less kept up with 
consumer prices, which produced a slight increase in real 
wages.

Public sector performance continued to support the stabilization 
programme. The national public sector controlled its revenues 
and outlays in such a way in 1994 that it produced a primary 
surplus, which was considerable in the first half of the year (more 
than covering interest payments) but negligible during the third 
quarter. For the year as a whole the primary surplus will be less 
than that of the previous year. Taking interest payments into 
account, the balance should show a small deficit, covered 
(easily) with resources from privatizations. The main objective 
of fiscal policy continued to be to sustain the balance between 
revenues and expenditures. Although there was no significant 
change in this trend, some deviations were observed towards 
the end of the year (especially in the social security system), 
which led to a reformulation of the 1994 budget and to some 
changes in the method for calculating certain retirement 
benefits.

A comparison of the cumulative values for 1994 with those of 
1993 shows that the Government’s revenue as well as its 
outlays rose. Among the outlays, social security payments 
continued to rise, along with those for personnel and transfers 
to provinces under the tax sharing plan. The value added tax 
(VAT) was still the largest source of tax revenues, and during the
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first nine months of the year, the amount grew in real terms with 
respect to the values of last year, although collection began to 
decline in the middle of 1994 (especially in net amounts after 
payment of the refunds on exports). Taxes collected on profits 
increased considerably (by close to 40% on the cumulative total 
for the first nine months), in the first part of the year, 
contributions to the social security system surpassed, in real 
terms, those of 1993, despite reductions in rates for certain 
sectors and regions. From the middle of the period onwards, the 
transfer of participating worker contributions to private pension 
funds began to be felt.

The new retirement system began to function in July, composed 
(for purposes of contributions and the determination of future 
beneficiaries) of a public segment and another of individual 
capitalization. The transition gave rise to intense discussions. 
As a result, a two-year period was established during which time 
the workers inscribed in the individual capitalization system 
maintain the option of returning to the apportionment system. 
The reform of the retirement system means that resources 
previously paid to the Government now are paid into privately 
administered pension funds, although it also opened up a new 
source of demand for public and private securities. Throughout 
1994, the volume of government bonds in circulation increased, 
partly owing to the handling of pre-existent liabilities, through 
the issue of consolidation bonds to retirees and suppliers. On 
the other hand, the authorities sold bonds on different foreign 
markets and began to sell short-term treasury bills. The 
Government also negotiated a credit for US$ 500 million with a 
group of foreign banks. This “voluntary” credit was the first of its 
kind since the 1982 debt crisis.

Monetary aggregates showed no significant variations. The 
Central Bank intervened in the exchange market by selling 
foreign currency in several different months and buying it in 
others. The net result towards the end of October was a slight 
contraction in the money supply. The variation of this aggregate 
was more influenced than it was the year before by public 
securities operations (in connection with actions to regulate 
liquidity, but apparently also, in the second half of the year, with 
financing for the social security system). The media of payment 
seem to have decreased slightly during the first nine months of 
the year, which reflected not new expectations of inflation but 
rather a ceiling on the remonetization process. The amount of 
time deposits in national currency grew in real terms, but much 
more slowly than in 1993, while foreign currency deposits 
continued to increase.

U ntil February the financ ia l m arkets opera ted  with 
characteristics similar to those at the end of 1993, that is, with 
low interest rates and rising prices for stock. Movements in 
United States markets that month were reflected in stock and 
bond prices. The adjustment in prices was greater than what 
was implied by the rise in international Interest rates. In other 
words, the “country risk” indexes rose. This did not, however, 
cause much disturbance. For example, the stock price index for 
September, although 13% lowerthan that of February, was 27% 
above that of the same period a year before. Similarly, the rise 
in short-term interest rates was quite moderate.

Inflation remained low in Bolivia, dropping slightly to almost 9%, 
the lowest increase in prices since 1977. At the beginning of the 
year, the authorities hoped to reduce inflation to a little more 
than 7% per annum, a goal which seem feasible during the third 
quarter. However, the rise in prices for some foods, partially due 
to scarce supply caused by a drought and partially due to 
increased demand from Brazil and Peru for beef, prevented this 
goal from being reached towards the end of the year.

As in previous years, strict fiscal and monetary policies were 
implemented. The slow rise in the price of the dollar also helped 
the anti-inflation programme. Indeed, the fiscal deficit was 
reduced considerably during the first three quarters, from more 
than 6% of output to around 4%. The increase in revenues (20%) 
was a prime factor in this behaviour, since expenditures 
expanded at only half that rate. A good part of this upswing in 
revenues was due to taxes on domestic income, which raised 
its share of g d p  to almost 11%.  The contribution of capital 
income also was considerable, increasing its share to almost 
1% of GDP. The austerity policy led to a lower expenditure 
burden, particularly expenditures for the purchase of goods and 
services and capital outlays. Payments for personal services, in 
contrast, rose in real terms. Since external financing produced 
resources greater than the fiscal imbalance, domestic debt 
diminished. On the other hand, progress was made in the 
programme to capitalize public enterprises, which will begin with 
the sale of the National Electricity Company, which will be 
divided into four separate entities.

Monetary expansion was pegged to the rise in nominal demand. 
Thus, money increased at a rate of 13% per annum during the 
first nine months of the year. The fluid supply of foreign 
exchange, in turn, was determinant in the nominal exchange 
rate rising by only 4% during the first half of the year and 
stabilizing thereafter. In any case, the national currency 
depreciated with respect to a basket of currencies of the 
country’s main trading partners, taking into account the 
revaluations in Brazil, Chile and Peru.

Inflation in Chile fell to less than 9%, the lowest rate since 1960. 
After two and a half years at a plateau of around 12% per annum, 
the rise in consumer prices slowed sharply in August when it fell 
to the floor of the target band for inflation. Inflation for 
non-tradables dropped sharply, with a slow-down of eight 
percentage points between January and October.

The year 1994 was characterized by the continuation of a 
decisive adjustment effort, designed to reduce the inflation rate 
and adapt the rate of expansion of expenditures to growth in 
productive capacity and an initial estimate of adverse external 
trade accounts. At the beginning of the year it seemed inevitable 
that the deceleration in expenditures would have to be 
maintained, given the unfavourable prospects in the external 
sector. Estimates at that time predicted an average price for 
copper of US$ 0.85, a trade deficit of close to US$ 1 billion and 
a current account deficit of US$ 2.4 billion, more than 5% of g d p . 
An international recovery more robust than expected had a 
positive effect on prices and export volumes, leading to higher 
estimates of growth and lowering those for the trade and current 
account deficits. The improvement in the trade balance was 
added to the persistent process of foreign investment, which 
increased sharply by more than 60% over the 1993 level, which 
was already at 6% of g d p .

Fiscal data forthe first half of the year showed a decline of close 
to 1% in current income, under the impact of a sharp drop in net 
copper income. Net tax revenues in local currency had 
increased by only 2%, owing to the slow-down in economic 
activity and to tax reductions agreed to at the end of 1993 that 
went into effect during this year. The upswing in the price of 
copper during the second half of the year changed this 
panorama. It is estimated that forthe year, current expenditures 
will grow at almost the same rate as output (4%), Thus, current 
saving should be somewhat below 3% of g d p  and the final 
balance of the public sector should show a surplus of more than 
1% of GDP.
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On the basis of the downward trend in inflation, the containment 
of expenditures and favourable prospects in the external sector, 
the relevant authority, in mid-November, pronounced the 
adjustment process concluded and lowered the short-term 
interest rate on the Central Bank’s readjustable papers to 6.1 % 
(after it had remained unchanged for almost two years at 6.5%). 
Along with this measure, the monetary authority liberalized the 
limits and regulations for investments outside the country by 
institutional investors (private pension funds, life and general 
insurance companies and mutual funds). The long-term interest 
rate had already been lowered at the beginning of the year, so 
that the adjustment would not affect the high investment rate. 
The reduction in short-term interest rates and the rise in external 
rates have been reducing the spread for interest rate arbitrage, 
which in any case made it necessary to maintain reserve 
requirements at 30% for short-term external credit.

The gradual and persistent revaluation of the peso dominated 
the monetary and exchange scenario. At the beginning of the 
second half of the year, monetary creation based on exchange 
operations began to expand considerably, surpassing 
estimates for inflation and growth. Annualized increments of 
private money increased from 14% to 21 % during October. That 
was due in part to a decline in the expected cost of maintaining 
money, given the expectation of lower inflation, but more 
basically to exchange operations that oblige the authority to 
sustain the floatation band for the exchange rate.

In September, the real exchange rate showed a decline of 5.5% 
over 12 months. During November it was clear that the market 
was upping its bet on revaluation, since the dollar was stuck on 
the floor of the floatation band. Exchange policy was changed 
at the end of November, lowering by 10% the reference dollar, 
from which the exchange rate is allowed to float by 10% in either 
direction. Thus what was once the floor became the middle of 
the band. In the days following the adoption of this measure the 
market price of the dollar dropped by 4%.

The Central Bank also lowered from 50% to 45% the weight of 
the dollar in the basket of currencies, increased that of the yen 
from 20% to 25% and kept the mark at 30%. In addition, the 
Bank took measures to increase net demand for foreign 
currency, making it obligatory for reserve requirements on 
external credit to be held only in dollars, removing the upper limit 
on the exchange positions held by banks, raising the upper limit 
on repatriated proceeds from exports that have to be liquidated 
on the formal exchange market, and extending the maximum 
period for carrying out that operation from 210 to 270 days.

Nominal wages increased by 18%, which meant close to a 5% 
rise in real wages, higherthanthe estimated rise in productivity.

Inflation was also around 9% in El Salvador, in a context of 
active growth of output and improving external accounts. This 
performance was aided by favourable expectations produced 
by the pacification process. The elections of March and April, 
which affected the rate of public and private economic activity 
only temporarily, led to a new Government in June.

Fiscal performance surpassed expectations, since the central 
Government’s deficit was reduced to 1.6% of q d p , almost half 
that of the previous year. The fiscal improvement came from 
higher revenues and lower expenditures than programmed. A 
more efficient tax administration, efforts to control evasion, an 
increase in the number of major taxpayers, and the sale of some 
assets (a duty-free area and shares of incafe) made it possible 
to raise fiscal revenues to nearly 10% of g d p . The slow rate of 
capital expenditures, in contrast, was much lower than 
expected, which was a contributing factor in the fiscal deficit

contracting even in nominal terms, even though current 
expenditures grew more than expected. This growth in current 
expenditures was partly due to outlays connected with the 
peace agreement: hiring of personnel for the national civilian 
police force, the Office of the National Counsel for the Defence 
of Human Rights, and indemnities paid to demobilized police 
and military personnel. Several public enterprises produced 
earnings, owing in part to corrections in prices for public goods 
and services. In August, the Legislative Assembly passed a law 
to privatize sugar mills and alcohol plants, as the first step 
towards selling them in 1995.

The flow of private capital continued in a context of attractive 
interest rates and increased investment. Despite the significant 
inflow of foreign currency, the level of liquidity of the economy 
was Controlled (money increased by 12% in the 12-month period 
ending in November) by extending legal reserve requirements 
to loans in foreign currency and the sale of monetary 
stabilization certificates. At the end of the third quarter, the 
amount of stabilization bonds represented 13% of the broad 
money aggregate. Since August, 2% of the assets of financial 
institutions are kept in these certificates. In November, the 
central Government issued treasury bills (l e t e s ) for the first time 
in order to increase its available short-term resources. Despite 
that, the interest rate tended to decline, although the rate on 
deposits still offers positive yields in real terms. Central-Bank 
and credit-granting functions were separated in July. Credit 
operations were transferred to the Multisectoral Investment 
Bank, which took over the Central Bank’s portfolio.

Wages of public employees were raised by 10% at the beginning 
of the second half pf the year, and the minimum wage was raised 
by 13%.

Mexico continued to pursue the objective of reducing inflation 
to rates near those of its partners in the North American Free 
Trade Agreement (n a f ta ). The rise of less than 7% in the 
12-month period ending in November was thus the lowest 
inflation in more than 20 years. As in the previous five years, 
prices for tradable goods rose more slowly than those for 
non-tradables.

Despite the instability in the domestic financial markets, 
pressures on the exchange and monetary markets, and a loss 
of nearly a third of its international reserves, the economy 
managed to sustain a moderate reactivation and continued to 
lower the inflation rate, even though the trade deficit increased 
significantly. Political events that affected the country (among 
them, the armed stmggle in Chiapasi the election, and the 
assassination of two high-level political figures) tended to stem 
the flow of capital from abroad, mainly to the stock and money 
markets, which affected the so-called “country risk”. In view of 
these circumstances, decisive monetary and exchange rate 
policies were implemented in order to lessen the negative 
impact on the flow of external resources and on the stability of 
the local financial markets. The intense participation of the 
Banco de México in open-markpt operations, the more vigorous 
use of exchange policy, and the contingent support of the 
treasuries of the United States and Canada (through a swaps 
scheme for several billion dollars) offset the dpcline in 
international reserves. Another factor that dampened the 
destabilizing effects was the continuity of the social pact, when 
the commitment was ratified to reduce inflation, keep public 
finances balanced, and especially to maintain the floatation 
scheme for the exchange rate. In this context, the price index 
and prices for shares on the Mexican stock market tended to 
decline, the nominal exchange rate depreciated by 11 %, the 
cost of credit rose by several percentage points, and the
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problem of overdue loans in commercial banks continued to 
worsen.

The achievements of the anti-inflation policy were based on the 
strict management of public finances and on the prolongation 
of the Stabilization and Economic Growth Pact signed in 
October 1993 and ratified in March 1994. The ratified version of 
the pact set goals of 5% inflation for 1994, a balanced fiscal 
budget, a moderate rise in nominal wages, and the maintenance 
of a floatation scheme for the exchange rate of the peso with 
the dollar within a gradually widening band.

On 24 September 1994, the intersectoral pact was renewed 
under the name Well-being, Stability and Growth Pact, ratified 
on 20 November and in effect till 31 December 1995. For 1995, 
the pact set goals of a December-December inflation rate of 4%, 
economic growth at 4%, double the demographic growth rate, 
and balanced public finances. It was also agreed to maintain 
the four ten-thousandths of a new peso variation per day in the 
maximum price of the dollar, limit price hikes for electricity and 
gasoline to 4% a year in 1995, increase by 25% public 
investment in infrastructure projects and establish a fund for 
private investment, reduce by 0.2% the tax on assets to 1.8%, 
and raise the nominal minimum wage by 4% from January 1995 
onwards, along with an additional compensation tied to labour 
productivity.

Fiscal management continued to give priority to financial 
equilibrium. Up to the third quarter, the public sector showed a 
positive balance equivalent to 0.4% of g d p . The budget is 
expected to be balanced for the year as a whole, with a surplus 
in public agencies and enterprises and a deficit in the Federal 
Government. The Federal Government spent 13% more in real 
terms than during the first nine months of 1993. Current 
expenditures increased by 18% owing to rises in personal 
services and the acquisition of materials and supplies. The 
physical investment of the federation was 58% higher than in 
the same period in 1993, mainly for communications and 
transport and the National Solidarity Programme, Transfers also 
increased to different federations and rural producers through 
the PROCAMPO programme.

Real tax revenues expanded by 4%, despite various fiscal 
sacrifices adopted at the end of 1993 and the decline in the 
average international oil price for 1994. Taxes rose by 6%, 
owing to increased collections of v a t , special taxes on 
production and services and on the use of vehicles. Income tax 
revenues climbed only slightly, owing to a reduction in the rate 
for individuals and legal entities from 35% to 34%, an increase 
in fiscal credit to low income earners, and the reduction from 
15% to 4.9% of the withholding rate on interest paid abroad. 
NAFTA entering into effect meant a drop (-8%) in duty on imports. 
Taxes on the purchase of new vehicles also declined.

As mentioned above, public agencies and bodies produced a 
positive financial balance, 4% above that for the same period 
the year before, especially because of the positive operational 
balances of the Mexican Social Security Institute and the 
Federal Electricity Company. The expenditures of these 
institutions as a whole increased by 3%, especially fixed 
investment, mostly by pem ex  and the Federal Electricity 
Company.

The Government’s short- and long-term debt increased by 
US$ 6.4 billion during the first nine months of the year over the 
debt at the end of 1993, reaching a total of US$ 85 billion. 
Because of variations in the exchange rate with other currencies 
and the dollar, Mexico's total debt was revaluated by US$ 2,838 
million between January and September. The domestic debt

was 122 billion new pesos, slightly less in nominal terms than 
that of December 1993.

The Banco de México, autonomous since April, maintained a 
moderate monetary policy. It had to face, however, the instability 
of the international financial markets and the rise in United 
States interest rates, and on the other hand, increased 
uncertainty that tended to raise the so-called “country risk” . 
Thus, interest rates began to rise from March onwards, ending 
their decline since the end of the 1992. The annualized nominal 
yield on 28-day treasury certificates (c e t e s ), which had fallen to 
single-digit figures during the first quarter, averaged more than 
15% during the second and third quarters. The interbank rate 
practically doubled during this time, going from a nominal 
average of 11 % in the January through March period to 19% in 
the July through September period. The. moderate downswing 
of both rates in August and September was reversed in the 
second half of November, reaching 14% and 22%, respectively. 
This trend, together with the drop in inflation, led to a rise of 
several points in real interest rates. Thus, for example, the rate 
on the 28-day treasury certificate went from an annualized 
average of,3% in the first quarter to 11% in the second and 9% 
in the third. The wide intermediation spreads characteristic of 
Mexican banks suggest that rates on loans also rose 
considerably.

The exchange rate continued to float during 1994 within a band 
whose ceiling was raised by 4 ten-thousandths of a new peso 
every day (a variation of approximately 4.6% a year). Given this 
context, the market price of the dollar rose from March onwards, 
which, although with some fluctuations, put it near the ceiling of 
the floatation band. Thus, by the end of November the nominal 
depreciation of the interbank exchange rate was almost 11% in 
relation to its level in December 1993, which represents the first 
real devaluation of the local currency in seven years.

During the first nine months, financial saving measured by the 
broadest aggregate, M4 -excluding bills and coins- increased 
at a rate of 14% per annum, despite the decrease in the value 
of government securities held by the private sector. The private 
sector reoriented its portfolio towards t e s o b o n o s  (the only 
government securities denominated in dollars and with the 
Government obliged to liquidate at the free market rate at 
maturity). In September 1994, these papers already comprised 
33% of all government securities in circulation, as opposed to 
less than 2% the year before. It is noteworthy that in the second 
quarter, their nominal yields almost doubled to between 7% and 
8%, rates that were maintained in November, although with 
some fluctuations. Preliminary information indicates that some 
three-fourths of the t e s o b o n o s  are held by non-residents.

In September, the aggregate of bills and coins showed an 
average real increase of 13%, as opposed to no rise the year 
before. During this time, the monetary base grew at a similar 
rate. This behaviour is explained by the enormous jump in credit 
granted by the Central Bank to financial intermediaries, basically 
commercial banks and official trust funds, since both 
international assets and net financing for the public sector 
contracted.

Financing by commercial banks grew at a real average of 18% 
in relation to the first nine months of 1993. Preliminary 
information shows that, on the average, in September overdue 
loans represented almost 10% of total loans made by 
commercial banks, as opposed to less than 9% in the same 
month in 1993, This caused the commercial banks’ average 
profits during the first nine months of the year to plummet by 
24% in relation to their level 12 months previously. Lastly, it is
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noteworthy that the performance of the domestic financial sector 
was also affected in 1994 by the intervention of the monetary 
authorities in order to correct improper operations in two large 
institutions (Banco Unión and Financiera Havre).

The Mexican stock market fluctuated wildly. In March, the price 
index ended the strong upswing in effect from the previous year 
and entered a stage of intense fluctuations, reaching at the end 
of November a ievel around 11% below the highs obtained in 
February and 2% below its level at the beginning of the year. 
Thus, in dollar terms, in those 11 months the market deciined 
by approximately 8%.

The particular characteristics of Panama have the effect of 
producing extremely low inflation rates, to the point that it was 
less than 2% in 1994.

Fiscal policy had two different periods, owing to the change of 
Government during the year. During the first half of the year, the 
outgoing Government tried to terminate the renegotiation of the 
arrears on the external public debt with international financial 
institutions, which entailed renegotiating unpaid interest for a 
totai of US$ 465 million. To that end, US$ 420 million were 
placed in new instruments at eight years, US$ 410 million of 
which were in dollars and the remaining US$ 10 million in yen. 
This operation regularized the arrears in servicing the external 
debt from official sources; the rest of the debt remains to be 
renegotiated.

Up till the change of Government in early September, tax 
collections were running above what was programmed for that 
date. The privatization programme, however, was behind 
schedule. Therefore, there was a lack of resources to finance 
current expend itures. Indeed, the sale of the State 
telecommunications company was not completed, and other 
public assets, such as some instailations in the duty-free area 
of Colon, had not been sold. The new Government did an about- 
face in this latter project, although the privatization programme 
will continue, including probably in the next few months the 
State-owned Institute of Water Resources and Electrification 
(iRHE). In an attempt to end the year without a deficit, the new 
administration suspended investment programmes, payments 
to service the public debt, and any kind of outlay other than 
current expenditures.

The rise in deposits in the international banks indicates that 
external investors have recovered their confidence in the 
country as a financial centre.

Except for Jamaica, inflation remained low in the English- 
speaking countries of the Caribbean, with economies largely 
open to the exterior. In some of these countries, variations in 
the price of the dollar, under flexible exchange rate systems, 
greatly influenced the inflation rate. Thus, in Guyana the rise in 
the exchange rate was decisive for slowing prices down to 6%. 
In Trinidad and Tobago, in contrast, the appreciation of the 
local currency was a major factor in keeping inflation down to 
slightly above 6% in 1994. Lastly, prices remained stable in 
Barbados, an economy with a fixed exchange rate.

ii) Other countries with moderate inflation. Columbia’s
inflation proved resistant to efforts to reduce it. Despite the fact 
that the Government’s goal was to achieve a rate of 19% by the 
end of the year, consumer prices rose at a rate similar to the 
year before, around 23%. The producer price index rose more 
than in 1993, reaching 20% per annum up until October, as a 
consequence of the rise in prices for raw materials on 
international markets.

Changes in prices were especially affected by the acceleration 
recorded during the first four months of the year, when the 
economy was still under strong pressure from demand in a 
context of broad expansion (around 50% a year) of bank credit. 
That led the Banco de la República to impose in March a monthly 
limit of 2.2% (30% annually) on the expansion of bank portfolios, 
a measure that was in effect till the end of July, but which did 
not fully achieve the desired effect. The monetary containment 
policy had to be based on limiting increases in the money supply, 
which was done through open-market operations, despite the 
fact that the growth in the media of payment (34% per annum 
at the end of November) was higher than the maximum set by 
the monetary authorities. This made it possible to considerably 
reduce the inflation rate, since from June onwards the monthly 
rise in the consumer price index was on the order of 1%. 
Although food prices rose the most during the early months of 
the year, they slowed thereafter and for the year as a whole, the 
highest rises were for professionai health services and 
medicine, training and education, hotels and rents.

The imbalance between demand and the supply of money 
pushed interest rates upwards, with rates on deposits reaching 
between 11% and 13% in real terms. In this context, savings 
and time deposits grew by 42% at the end of the year (as 
opposed to 31% for checking accounts), and the broad money 
supply (M2) by around 40%. The rise in interest rates stimulateci 
an inflow of foreign capital. The rate on loans, in particular, 
induced private agents to fulfill their credit needs through 
external indebtedness, which grew considerably, going from 
US$ 5.2 billion in 1993 to more than US$ 8 billion this year. The 
Banco de la República (which in January replaced the previous 
system of exchange certificates established to postpone the 
monetization of foreign currency with a mechanism of 
intervention bands) allowed the exchange rate to fluctuate 
during the year, with a slight nominal depreciation of 4% per 
annum up until December. This depreciation represented an 
appreciation of the peso in real terms, which in turn helped keep 
prices down.

The public-sector accounts were once again balanced at the 
end of the year, since greater expenditures were offset by a rise 
in income equivalent to more than 2% of g d p . Faced with the 
problem of breaking through the economy’s inflationary inertia, 
the new Government that took office in August tried to promote 
a social pact between enterprises and trade unions, in order to 
end inflationary expectations, de-index contracts and thereby 
reduce inflation, along with enhancing productivity.

Inflation flared up again in Costa Rica in 1994. The rise of more 
than 17% in consumer prices in the 12 months ending in 
November virtually doubled that recorded the year before (9%), 
which meant that the 1992 level was regained. The main factors 
behind that behaviour were the considerabie expansion of 
liquidity arising from servicing the domestic debt, the increase 
in the fiscal deficit, and operations connected with the failure of 
one of the main official banks of the country. Another factor was 
the recovery of several prices (basic consumer products and 
public rates) which were controlled during 1993, an election 
year.

The fiscal situation deteriorated tremendously. The fiscal deficit 
of the central Government rose from almost 2% of g d p  in 1993 
to nearly 4.6% in 1994. If the losses of the Banco Anglo 
Costarricense, a large State institution that technically failed, 
are taken into account, the overall deficit would be more than 
7% of GDP. The increase in the financial imbalance was caused 
by a sharp rise in expenditures (18% in real terms); revenues, 
in turn, rose only slightly in constant terms. Besides the
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reduction in tariffs and imports, a large part of the decline in real 
revenues (-6%) can be attributed to foreign trade. Income tax. 
which had increased spectacularly in 1993 because of legal 
provisions that eliminated exemptions and extended coverage, 
also decelerated. Lastly, revenues were also affected by the 
reduction of sales tax from 11 % to 10%.

The main cause, however, of the deterioration of fiscal accounts 
was the expansion of current expenditures. A key element of 
that expansion was the increase of almost 80% in servicing the 
domestic debt, which has risen significantly in 1994; the net sale 
of bonds more than doubled in the biennium. Increases in wages 
and pensions also affected expenditures. The Legislative 
Assembly’s delay in adopting Structural Adjustment Programme 
III, financed mainly by the World Bank, reduced the entrance of 
long-term capital. Thus, the growing fiscal deficit was financed 
almost completely by selling fiscal bonds.

The monetary policy adopted in the second half of the year was 
directed mainjy at containing the growth in the money supply. 
As a consequence, interest rates on deposits rose from around 
23% in June to around 28% in November. The reduction in 
long-term external financing and the need to cover the external 
deficit with short-term capital also contributed to continuing high 
interest rates. Interest rates on loans remained at the high real 
levels recorded at the end of 1993. Private-sector credit was 
restricted voluntarily as a result of an agreement between the 
Central Bank and the financial sector. Credit expanded by 20% 
in nominal terms between January and September 1994, in 
contrast with an expansion of 48% for the same period in 1993. 
However, credit to the public sector rose by 31 % (to September) 
on account of the worsening fiscal situation. The Central Bank 
issued securities to finance overdrafts by the Banco 
Anglo-Costarricense as well as absorb the large growth in 
liquidity generated by the fiscal and quasi-fiscal deficits. In this 
context, the balance of securities accumulated between 
December 1993 and August 1994 grew by 48% in nominal 
terms. The monetary stabilization bonds accumulated to August 
represented 56% of the monetary base in August 1994.

Recent regulations raised the legal reserve requirement ratio 
considerably to a maximum of 43% of the value of the most liquid 
deposits and to a minimum of 10% of the value of deposits for 
terms of over six months. These ratios can be reduced if the 
commercial banks buy monetary stabilization bonds or 
Government securities or commit themselves to the purchase 
of Banco Anglo-Costarricense portfolio. In any case, there was 
a considerable increase in the money supply. The monetary 
base grew by 31 % between January and September 1994 with 
respect to the same period in the previous year. This becomes 
more significant if the substantial loss of reserves recorded in 
that period is taken into account.

Exchange-rate policy was not altered. Although the monthly 
devaluation rate was below the inflation rate, the real effective 
exchange rate appears to have increased slightly on average 
for the year. The new Government was due to submit to the 
General Assembly at the end of the year a package of measures 
designed to eliminate the fiscal deficit, raise the percentage of 
public spending earmarked for investment to 20% of total 
spending, finance current spending entirely with current 
revenues and reduce the internal public debt to 15% of g d p . In 
addition, an effort is being made to partially “dollarize” the 
internal debt so as to reduce it, by using funds from the third 
phase of the Structural Adjustment Programme and selling 
minor State assets. Lastly, an overhaul of all State organizations 
has begun aimed at restructuring them and reducing their size.

During the first half of the year, average wages increased by 8% 
in both the public and private sectors. Beginning in August the 
public sector was granted a wage rise of almost 7%, together 
with a school bonus of 1% (generally deferred until 1995); the 
wage hike for the private sector was set at 8% plus a 2% school 
bonus (only applicable for those on the minimum wage and 
deferred until 1995).

The price stabilization process tended to gain strength in 
Ecuador, to the point where inflation did not exceed 25% in the 
12 months ending in November; this rate represents half of that 
recorded auring the period 1989-1992.

The annual financial programme, which resulted in the signing 
of a stand-by agreement with the International Monetary Fund 
in May, was designed to reduce the increase in consumer prices 
to 20% per annum, against a backdrop of 3% growth in the level 
of activity, a non-financial public-sector deficit half a percentage 
point greater than g d p  and international reserve gains in the 
vicinity of US$ 275 million.

At the beginning of the year tax receipts were affected by the 
fall in the price of oil, and this forced the Government to seek 
new sources of income. Since the Congress did not approve a 
substantial increase in the value added tax, the course of a large 
increase in the price of fuels was chosen. In an effort to stabilize 
tax revenues, the domestic price for petroleum by-products was 
tied to trends in international prices; whenever this price 
surpasses a pre-established minimum price (US$ 13 per barrel 
in 1994), a special tariff is applied to by-products. The efforts 
made to maintain fiscal discipline, the increased level of activity 
and improved tax collection procedures all combined to ensure 
that the non-financial public-sector deficit remained at a similar 
level to that of the preceding year, and close to the target set 
(0.5% of g d p ).

International reserve gains were somewhat greater than had 
been predicted, largely owing to copious inflows of capital 
attracted by high interest rates and the stable exchange rate for 
the dollar. A further contributing factor was the flow of direct 
investment prompted by the strengthening of the free trade zone 
of the Andean Group. In this context, and under*a regime of 
floating exchange rates and intervention by the Central Bank, 
the sucre continued to appreciate (around 8%), though at a 
lesser rate than in the preceding year.

The clear trend towards a drop in inflation, against a backdrop 
of external capital inflows, reinforced the process of the 
economy’s remonetization. Thus, the money supply (M l) 
increased by 63% in the 12 months ending in September. A 
greater increase in both savings and time deposits led to an 
increase of 67% in M2 over the same period. In order to lower 
the cost of financial intermediation, bank reserve requirements 
were consolidated and reduced from 25% to 12% and then 10%. 
Although interest rates fell in nominal terms, they continued to 
yield high real returns. Financial reform boosted growth in and 
diversification of the capital market. As a result new banks were 
established and there was greater activity on the stock 
exchange.

In January, compensatory wage payments were increased and 
in July they increased once again, as did the minimum wage. 
As a whole, this represented real growth of 23%, and has meant 
a recovery of a substantial part of losses incurred in previous 
years (49% between 1986 and 1991, with a slight recovery in 
1992-1993).

Inflation increased slightly in Guatemala to less than 13% (1 % 
below the rate for 1993), in a context of political conflict between
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branches of government and problems in bringing the internal 
armed conflict to an end. This meant that the contribution of 
moderate fiscal and monetary policies was especially important 
in establishing a framework of economic stability; the rise in 
international prices forthe main export products also contributed 
to economic stability.

Economic policy was in keeping with the agreement reached 
with the International Monetary Fund (imf), whose main features 
included liberalization of the foreign exchange market and 
deregulation of fuel prices, the adjustment of electricity charges, 
renegotiation of the debt with the Paris Club and tax reform 
intended to achieve a tax burden equivalent to 8.5% of g d p  and 
a fiscal deficit of 0.5% of g d p . The agreement provided tor a 
target of zero variation in net international reserves and the 
reduction in net credit to central Government of 443 million 
quetzales.

In the course of the year, fuel prices were deregulated and more 
flexibility introduced into the foreign exchange market; in 
addition, the debt with the Paris Club was renegotiated. In 
contrast, e lectric ity  charges were not adjusted as a 
consequence of an action of unconstitutionality filed by the 
Office of the Counsel for Human Rights. Tax reform did not 
proceed, one of the reasons being the surprise removal of 
members of the Congress. The delay in improving tax reforms 
together with persistent operational problem s in tax 
administration resulted in lower tax receipts with respect to the 
previous year, and as a result the tax burden barely reached 
6.8% of GDP. At any rate, the fiscal deficit amounted to 1.6% of 
GDP and quasi-fiscal losses of around 1% of gdp  were recorded 
by the Central Bank.

Fiscal management was hampered by several problems. As a 
result of the stand-off between the legislative and executive 
branches of government, the budget for fiscal 1994 was not 
adopted; as a consequence, the budget for 1993 remained 
valid, but appropriations fell in real terms. In addition, tax 
receipts fell by over 1% as a result of a dramatic drop in the 
amount of income tax collected of more than a third in nominal 
terms on account of a successful filing of an appeal of 
unconstitutionality. In contrast, there was a moderate increase 
in indirect taxes, particularly value added tax, and in tariffs. 
Government expenditure was drastically restricted; current 
expenditure rose by barely 5%, while public investment 
stagnated. There was an issuance of Government securities in 
order to finance the deficit, and sales to the public amounted to 
864 million quetzales. Some of these resources were used to 
reduce the debt with the Central Bank.

The foreign exchange market was liberalized in March 1994; the 
system of public bidding was eliminated and transactions in 
dollars were allowed to take place at the rate of exchange 
agreed upon by the economic agents. In a favourable 
international setting, and with Central Bank intervention coupled 
with a sound international reserves position, the supply of 
foreign exchange was a factor in the fall of some 4% in the 
annual average for the real effective exchange rate.

Monetary policy became more expansionary in the second half 
of the year. As a result, reserve requirement ratios fell from 21 % 
to 14% and open-market operations dropped markedly. The 
consequent injection of liquidity was partially offset by an 
increase in banks’ compulsory interest-bearing investments 
with the Central Bank, which rose from 15% to 20%. The 
measures implemented led totalling interest rates in all financial 
markets. As regards open-market operations, the 365-day rate 
fell from 22% in December 1993 to 14% in December 1994; in

addition, the interest rates on debt instruments negotiated on 
the stock exchange dropped from an average of 18% in 
December 1993 to 15% in 1994. Lastly, the bank loan rate 
dropped from 28% in December 1993 to 20% in the final quarter 
of 1994; bank deposit rates underwent similar adjustments.

In a context of macroeconomic imbalance and a fall in the level 
of activity, inflation doubled in Honduras to more than 28% per 
annum. The fiscal deficit was lower than that recorded the 
previous year, but this was due to a marked drop in capital 
spending financed with external resources. The notable feature 
of 1994 was the financing of the public deficit by an increase in 
the money supply; this led to a speeding up of the rise in prices 
which had already been evident towards the end of the previous 
year. Increases in transportation and energy tariffs, which were 
designed to reduce the financial deficit of public enterprises, the 
increase in the price of foodstuffs as a result of a severe drought, 
which led to a reduction in domestic supply, and the devaluation 
of the local currency all contributed to the rise in prices.

In the light of strong demand for foreign exchange, with episodes 
of capital flight and yet more losses of international reserves, 
the value of the dollar had increased by 25% up until November. 
At mid-year, the fiscal deficit remained at the high levels (11% 
of g d p ) recorded the previous year. In an effort to control this 
imbalance, a package of measures was adopted which was 
designed to increase revenues and restrict expenditure; as a 
result it was possible to substantially reduce the deficit to around 
7% of g d p  in September. This reduction of the deficit was largely 
the result of a real contraction in current spending (-10%) as well 
as a marked reduction in capital spending, and especially public 
investment, which declined by more than 30% in nominal terms. 
Current revenues virtually stabilized in real terms.

The set of fiscal measures adopted included the broadening of 
sales tax to include services, the imposition of a common 20% 
selective consumption tax on imported motor vehicles and the 
increase in the tax on consumption of non-essential items. In 
addition, a tax on net assets was introduced to counteract 
income tax evasion, through an automatic monitoring system. 
The tax base in the case of taxes on foreign trade began to be 
calculated on the basis of the customs valuation of goods, in 
accordance with the exchange rate prevailing on the market.

The goal of monetary policy was to restrict liquidity, and for this 
reason the legal reserve requirement was increased to 38%. 
The fact that credit was less available put upward pressure on 
loan rates, while deposit rates rose moderately. The scarcity of 
credit in the banking system provided the impetus for the 
expansion of unregulated financial activities.

The rise in prices, combined with slow movement with respect 
to wages, translated into a worsening of real pay rates, which 
have been contracting since the end of the 1980s.

Inflation was close to 33% per annum in Jamaica; against a 
backdrop of abundant foreign exchange inflows and increasing 
international reserves, the growth in the money supply markedly 
exceeded the original target of 10% per annum.

In Nicaragua, inflation fell to a little over 12%, half the figure for 
the previous year, in a context where fiscal policy did not place 
pressure on money creation, the local currency appreciated and 
international organizations provided financial support.

Fiscal policy conformed to the programme agreed upon with imf 
in the framework of the structural adjustment loan. Given the 
weakness of the economy and its high degree of foreign 
indebtedness, the strategy provided for a considerable fiscal 
deficit (which even increased from 6% to 8% of g d p ) financed
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with external resources. In the course of the year, measures 
were taken to improve public administration. On the revenue 
side, the prices for several services, including petrol, were 
adjusted and efforts were made to increase the efficiency of 
revenue collection. A tax reform was implemented under a 
number of decrees and ministerial agreements; the selective 
consumption tax and the tax on luxury goods were abolished 
and replaced by a special purpose tax on consumption and a 
temporary protective tariff. The temporary purpose tax on 
consumption is levied on the c.i.f. value of imports and the ex 
factory price of goods produced locally, at a rate which varies 
between 0% and 80%. The special protective tariff, which is 
applicable to the c.i.f. value of imported goods, has had a 
maximum rate of 15% in 1994, which is set to fall gradually to 
zero by the year 2000. On the spending side, a labour mobility 
plan was implemented with the aim of cutting 7,000 jobs in the 
public sector. At any rate, implementation of fiscal policy is still 
some distance from the targets agreed upon. Drought and 
electricity rationing combined to adversely affect the level of tax 
revenues as well as the operating results of public utility 
corporations, and also caused spending to increase. In addition, 
the implementation of the labour mobility plan, which is based 
on voluntary retirement, has been affected by shortages in the 
labour market.

Monetary policy retained a restrictive thrust. Although the bank 
reserve requirements (10% in local currency and 25% in foreign 
currency) were not changed, the commercial banks kept a level 
of deposits with the Central Bank that far exceeded the legal 
requirement. Moreover, the policy of zero net credit for the 
commercial banks was continued. Long-term credit was now 
channelled only through the National Investment Fund.

In Peru, against a backdrop of active economic recovery, 
inflation slowed considerably, to under 18%, in the 12 months 
ending in November, a rate even lower than that estimated by 
the authorities at the beginning of the year and less than half 
the rate of the preceding year. A substantial change in the 
Peruvian economy, towards a regime of moderate inflation, is 
thus being consolidated.

Following the increase in electricity and telephone charges 
during the first half of the year, as well as the seasonal increase 
in prices of agricultural products, the rate of increase in prices 
slowed in the second half of the year to close to 0.5% monthly. 
This behaviour was largely the result of a reduction in cost 
pressures, since fuel prices stabilized, agricultural supply 
expanded, contributing to a lower rate of increase in food 
commodities prices, and the local currency appreciated with 
respect to the dollar. Furthermore, there was a favourable 
change in economic agents’ expectations, which led to 
pricing taking account of anticipated inflation to a great 
extent.

In the first half of the year, growth in the money supply had 
resulted from the purchase of foreign exchange in an amount 
of about US$ 500 million. In order to avoid overexpansion of the 
money supply the Central Bank sold bonds, which absorbed a 
good part of the money creation resulting from the increase in 
international reserves. The increase in public-sector deposits 
had a similar effect. In the third quarter, foreign exchange 
transactions led to a slight negative balance, which reduced the 
pressure towards expansion of the money supply; in fact, the 
public sector withdrew deposits. From July onwards monetary 
policy was less active, in a context of rapid expansion of 
aggregate demand and of the level of activity and a clear 
downward trend in the inflation rate.

The improvement in the country’s economic and financial 
context contributed to an increase in local-currency liquidity to 
80%, with a considerable increase in quasi-money and a 
substantial remonetization of the economy. In any event, the 
degree of dollarization of the economy remained high, at around 
70% of total deposits. The real interest rate on loans was 
dropping, but remained extremely high (30%) with respect to the 
interest rate on foreign currency (15%), which encouraged 
agents to borrow in foreign currency, in spite of the exchange 
risk.

Exchange policy retained the system of a floating exchange rate 
with Central Bank intervention, respecting the monetary 
expansion goal; the rate of devaluation lagged behind the trend 
in domestic prices and those of a basket of currencies of the 
country’s main trading partners; as a result, the real effective 
exchange rate dropped by 6% between the third quarters of 
1993 and 1994.

Monetary management was supported by a balanced budget, 
even when revenue from privatizations is not taken into account. 
This was achieved as a result of a substantial increase in tax 
revenue, which rose from 10.8% of g d p  in 1993 to over 12% in
1994. Capital expenditure remained at about 1.7% of g d p . The 
added resources from the privatization of two large public 
companies in the energy and communications fields, amounting 
to about US$2 billion, were sterilized; in order to avoid unwanted 
expansion of public expenditure, the authorities made a 
commitment to the International Monetary Fund to use revenue 
in excess of US$ 626 million to pay off the country’s external 
debt and to fund projects with high social returns in connection 
with which commitments had already been made to other 
international agencies.

In Paraguay inflation dropped somewhat, to under 19%, in the 
12 months ending in November. Inflation had shown resistance 
to dropping below an annual rate of 20% overthe past two years, 
despite the public-sector financial surplus. Twelve-month 
inflation remained persistently at around 21-22% in the first 
three quarters, but its pace slackened towards the end of the 
year. The factors chiefly responsible for this behaviour were the 
indexing mechanisms involved in the formation of a wide array 
of domestic prices and growth in the money supply resulting 
from the acquisition of international reserves by the Central 
Bank, in a foreign exchange market with an abundant supply.

The public sector remained in surplus owing to the considerable 
increase in revenue from taxes, both direct and indirect, and the 
higher level of royalties and arrears paid by Brazil for use of the 
Brazilian/Paraguayan Itaipú hydroelectric plant. Overall, the 
central Government’s current revenue increased by 50% in the 
12 months ending in September (in comparison with the 
preceding 12 months). Although expenditure also rose rapidly, 
it did so at a lower rate (40%).

Despite the fiscal surplus and the open-market operations 
carried out by the Central Bank -which meant that the interest 
rate continued to produce real positive yields- money creation 
continued to expand at an annual rate of 30% in the 12 months 
ending in September. This expansion was caused by the 
acquisition of foreign currency, since net domestic lending had 
a contractionary effect. The guarani once again appreciated with 
respect to the dollar, but since its value rose only 7% in the 12 
months ending in September the real effective exchange rate, 
which takes account of a basket of currencies of the chief trading 
partners, fell slightly in the first three quarters, owing to the rise 
in dollar terms in Brazil’s domestic prices.
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The introduction of the Real Plan in Brazil had a number of 
effects in Paraguay. On the one hand, the increase in external 
demand for some food commodities, whose ability to compete 
had been enhanced as a result of the appreciation of Brazil’s 
currency, gave rise to a number of inflationary pressures. In turn, 
since a high proportion of consumer goods is purchased in 
Brazil, the increase in prices in dollar terms in Brazil had the 
effect of raising domestic prices.

The minimum wage was adjusted twice. In January the 
authorities raised it by 15%, and in July a decision was taken to 
increase it by a further 10%. Also in July, public-sector wages 
were raised too, with increases ranging from 7.5% to 10%. 
However, despite the decisions to increase the minimum wage, 
its annual average was once again below consumer prices 
(-2% ).

In the Dominican Repubiic inflation accelerated by 11%, after 
having reached only 3% the previous year. In the first eight 
months, in the context of a complex electoral process, the 
imbalance in public finances gave rise to excess aggregate 
demand, pronounced losses in international reserves, and 
inflationary and devaluation pressures.

In view of this context of macroeconomic fragility and political 
uncertainty, at the beginning of September foreign exchange, 
monetary and fiscal measures were taken. Thus, the exchange 
rate was consolidated and at the same time the local currency 
was devalued from 12.50 pesos to the dollar to 12.85 pesos. 
Moreover, the authorities permitted export earnings from a 
number of products to be used for the acquisition of foreign 
exchange, making foreign currency more readily available on 
the foreign exchange market, and steps were taken to enable 
the Central Bank to attract more foreign exchange.

In order to control growth in the money supply, the granting of 
all credit by the Reserve Bank of the Dominican Republic to the 
decentralized, autonomous public sector and to public 
enterprises was made subject to the prior approval of the 
Monetary Board. Furtherrnore , all credit facilities provided by 
the Central Bank to the public and private sectors were 
suspended. In order to reduce the liquidity in the economy, 
open-market operations were carried out, by means of the 
issuance of Central Bank share certificates with higher interest 
rates. Deposits in excess of the bank reserve requirements held 
by commercial entities were also frozen until the end of the year; 
the annual interest rate on the deposits in question is 12%. By 
October, these monetary and fiscal measures had led to an 
increase in interest rates, a contraction of aggregate demand, 
greater exchange rate stability in bank and non-bank markets, 
and a partial recovery of international reserves.

The widening of the fiscal deficit to 1% of gdp  gave rise to a 
lower increase in central Government revenue (8%) than that in 
expenditure (12%). The chief factors responsible for the 
increase in revenue were the special tax on petroleum and the 
sales tax on industrial goods and services. On the expenditure 
side, there was considerable growth in recurrent expenditure, 
particularly on such items as materials and supplies and 
personal services. In the non-financial public sector there was 
also a significant widening of the deficit, which was financed 
almost entirely by means of external resources. The Central 
Bank assumed responsibility for paying off the Government’s 
external debt.

The fall in international reserves and the Central Bank’s 
open-market operations were important factors where monetary 
contraction was concerned, to such an extent that money 
decreased 2% in nominal terms in the 12 months ending in

September. An outstanding factor responsible for expansion 
was the growth in bank lending. Commercial bank lending rose 
by 19%, while Central Bank lending rose by 22%, with a 9% 
increase in lending to the private sector and an increase in the 
Government’s indebtedness. High interest rates contributed to 
an 11 % increase in savings and time deposits, which meant that 
the broad money aggregate (M2) rose by 5%.

iii) Countries with high inflation. In Brazil the adoption of the 
Real Plan (see box 1) put an end to the inflationary regime that 
had been characteristic of the country for many years, under 
which there had virtually been two currencies, a nominal one 
and an indexed one. Thus, after having come close to an annual 
figure of 5 000% by mid-year, the annualized inflation rate was 
about 50% in the first five months following the introduction of 
the new currency.

Monthly inflation, which had been about 30% in 1993, rose 
significantly in the first half of 1994, reaching 50% in June. This 
trend was abruptly reversed when the Plan took effect. In July 
and August inflation fell to around 6%, still under the influence 
of the “carry-over” effect of the considerable increases that had 
occurred at the end of June. In September inflation dropped 
below 2%, but then rose again to over 3% owing to seasonal 
factors and the impact of drought on food commodities. Towards 
the end of the year, the effect of these adverse factors was 
mitigated; as a result, monthly price increases were showing a 
downward trend.

In the second half of the year industrial prices demonstrated 
notable stability, unlike in the case of agricultural prices, rents 
and services. This stability was facilitated by the lower variation 
in the cost of inputs, particularly in the case of public services 
and imported products, by the greater competition faced by 
tradables, and by the coordination of prices in the production 
process facilitated by the u r v . However, there have been cost 
pressures resulting from readjustment and anticipation 
mechanisms based on the increase in the consumer price index 
in reales (d .

The exchange rate has had a major impact on the behaviour of 
prices. The Central Bank withdrew from the foreign exchange 
market soon after the Plan was introduced, which brought the 
nominal exchange rate down rapidly, to 0.83 reales to the dollar. 
Exchange-rate appreciation has promoted stabilization, while 
also giving rise to uncertainty among exporters, and among 
national manufacturers, whose level of protection has been 
drastically reduced; in addition, there is the fact that the 
Government has been using the reduction of import duties as a 
way of controlling the prices of products in respect of which there 
is little competitiveness as regards domestic supply. In the last 
quarter, the Central Bank has been buying and selling foreign 
exchange at 0.85 reales to the dollar.

Financial authorities have always regarded balanced public 
accounts as a prerequisite for price stabilization. Already when 
the stabilization programme was announced, in December 
1993, emergency solutions were put forward to achieve a 
balanced budget, pending more far-reaching fiscal adjustment. 
In particular, a constitutional amendment was proposed with a 
view to reducing the mandatory allocation of taxes and social 
contributions. In any event, a balance was achieved by means 
of cash-flow position, since the expenditure level was geared to 
the revenue level. Tax revenue rose by 16% in 1994, owing to 
the tax on debit balances in current accounts with banks, which 
started to be collected at the beginning of the year, and the 
recovery of social contributions (c o n f in s ) subject to legal claims 
in previous years; revenue from some other taxes either
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stagnated or dropped. The greater revenue in question has 
made it possible to cope with the increase in non-financial 
outlays without any particular difficulty. However, the high cost 
of the public debt (resulting largely from the sterilization policy 
that preceded the Real Plan) is a major determinant to take into 
account. In any event, in 1994 the operating outcome was 
balanced.

An important aspect of public-sector support for the new plan 
was the establishment of the Social Emergency Fund. Following 
extensive negotiations, this fund was approved in late February; 
its resources consist of 20% of revenues from all federal 
sources, both taxes and net social security contributions from 
the constitutionally prescribed transfers to states and 
municipalities, as well as from the federal Government’s sale of 
shares in its enterprises, including those already privatized.

The Real Plan triggered a rapid remonetization process. The 
monetary base, which amounted to only US$ 3.7 billion (less 
than 1 % of GDP) at the end of June, is expanding quickly. In view 
of the strongfer-than-expected demand for money, the Central 
Bank has announced that it will have to use the 20% margin of 
expansion authorized by the new arrangements. Furthermore, 
at the beginning of July, the issuing authority set the nominal 
monthly interest rate at 8%, though the rate fell in subsequent 
weeks.

In a context of rapidly recovering domestic consumption, bank 
credit grew at a brisk pace. In mid-September, the financial 
system’s mandatory Central Bank deposit requirements were 
increased in an attempt to ease the pressure of demand on 
domestic prices.

In recent months, the exchange-rate anchor has taken priority, 
since the other anchors have become increasingly fragile. The 
fiscal anchor faces several challenges; for example, the 
equilibrium of the 1995 budget will be threatened by the abolition 
of the tax on current-account debits after 31 December 1994. 
The wage anchor is becoming harder to maintain as the 
consumer price index in reales (cpi-r) accumulates a high 
readjustment percentage (around 23% for categories subject to 
annual revision in January 1995). Moreover, the original 
monetary goals have not been met, since the monetary base 
expanded from 3 billion reales in June to 13 billion in October, 
which already exceeds the ceiling of 9.5 billion fixed for March
1995.

The level of interest rates and their implications are still under 
discussion. The most-common criticisms are that real rates are 
too high and that they represent a potential disincentive for 
production, on the one hand, and a possible threat to the fiscal 
situation, on the other, in that they will increase the burden of 
public debt servicing. In fact, a remarkable degree of stability 
has been maintained during the transition period, and the 
production sector does not seem to have been adversely 
affected by high interest rates.

In the midst of a dramatically deteriorating economic, social and 
political situation, inflation in Haiti topped 50% per annum as a 
result of the sudden increase in gasoline prices -which rose 
more than tenfold-, the scarcity of products for sale, the 
expansion of the money supply to finance a fiscal imbalance 
equivalent to about 5% of g d p  and a substantial nominal 
depreciation of the local currency, whose value fell from 12 to 
21 gourdes per dollar between September 1993 and August 
1994 (though the dollar subsequently fell to 15 gourdes).

Inflation remained high in Uruguay, but continued its gradual 
slow-down; the 45% increase in consumer prices in 1994

(compared to 53% in 1993) was the lowest in over a decade. 
Widespread indexation on the basis of past inflation is the main 
reason why the rate of increase in consumer prices did not 
decline faster. With the aim of reducing annual inflation to 35%, 
the financial programme launched early in the year preserved 
the main features of Uruguay’s economic policy in recent years. 
Thus, the increase in the floor of the local currency’s flotation 
band in relation to the dollar was kept at 2% a month, at which 
rate the Centrai Bank is required to purchase the total supply of 
foreign exchange; measures were adopted to raise fiscal 
revenues; and a moderate expansion of the monetary 
authority’s domestic credit and of international reserves was 
planned.

The final results deviated somewhat from this programme. First, 
the financial imbalance of the consolidated public sector was 
higher than expected, amounting to about 2.5% of gross 
domestic product. The setback this represented with respect to 
the preceding year, when the deficit was equivalent to 1.5% of 
GDP, originated in the non-financiai public sector, since the 
para-fiscal expenditure of the official banking system fell slightly, 
to less than 1% of g d p . Poorer management on the part of both 
the central Government and public enterprises was observed. 
In the case of the former, the increase in fiscal pressure could 
not offset the rapid growth in outlays, with the result that the 
deficit widened to over 1.5% of g d p . The worsening of the social 
security system’s imbalance and the considerable expansion of 
fixed investment were decisive factors in the increase in 
expenditure. Public enterprises as a whole, which consistently 
ran surpluses in previous years, are now showing slightly 
negative balances.

Nevertheless, the non-financial public sector’s bigger deficit did 
not exert pressure on money issuance because it was financed 
with external resources. Thus, since the Central Bank’s 
domestic credit contracted in the first nine months of the year, 
the growth of the monetary base was due to the increase in 
international reserves. In these circumstances, the money 
supply swelled by 50% over the 12 months ending in 
September, while the broader monetary aggregate (M2) grew 
more slowly (45%) because the amount of time deposits in local 
currency continued to shrink in real terms. This behaviour 
reflected the near-zero real yields of interest rates for deposits 
in local currency, though the yields of dollar deposits were 
attractive, considering that the nominal exchange rate rose by 
27% a year.

This behaviour of the dollar was a crucial factor in the decline 
in inflation. The nominal depreciation of the local currency over 
the first 10 months of the year coincided with the level foreseen 
in the programme, and directly affected changes in the prices 
of tradables. In the months preceding November’s general 
elections, the exchange rate fluctuated within the currency band 
(of 7% over the minimum price of the dollar) as uncertainty 
mounted among economic agents. After the elections, the dollar 
returned to values close to the floor of the band. In that context, 
the local currency continued to appreciate in relation to the 
dollar; the real effective exchange rate, calculated with a basket 
of the currencies of the country’s main trading partners, 
recovered partially in the second half of the year owing to an 
increase in dollar prices in Brazil, but the annual average fell 
once again.

Nominal wages, meanwhile, closely followed overall domestic 
price patterns. Both public- and private-sector wages rose 
slightly in real terms; in both sectors, the purchasing power of 
the average wage increased by just over 1% in 1994.
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Box 1

BRAZIL’S STABILIZATION PLAN

The Brazilian Government’s latest attempt at Stabilization (the eighth 
in neariy a decade) -the R e a l P lan- has undoubtediy been a great 
sucoess, having slashed mpnthty inflation from almost 50% in June 
1994- to around 3%, on average, in the secorid half of the year. None 
thé less, sorne drfficuftiés have arisen which could hamper efforts to 
consofidate this process, such as erherginginflationary pressures, a 
significant increase in demand, thé risk of a return to indexation, 
exchange-rate lag and problerns in controlling liquidity.

Unlike previous stabiiizatiofi plans, the flea/Plan was notable for its 
transparency with regard to the hnéasurès conterrípíated and the 
timetable for their irnplementation; price freezes, intervention in 
labour contracts and ait other types of drastic or unexpected action 
were explicitly ruled out. The plan was. carried out in th ree stages, 
which were announced and déscribed ahead of time in December 
1993. The first stage involvédfiscal adjustment to balance the budget 
in Í 994, for Which purpose mandatory aíiocatipns of taxes and social 
security contributions were reduced in order to provide greater 
flexibility in the use of fiscai resoürcés.

The second stage, launched in Mai’ch 1994, sought to coordinate the 
economy’s prices. To  that end, a basic indexing instrument Was 
created, the unit of real value (unv), whose level was adjusted daily. 
The uRv was calculated retrospectively, in brder to determine the true 
historical values of various priées. Thé first category to \which this 
mechanism was applied wàs wages, whose u r v  value was made 
equivalent to thé average valúe actually paid in the preceding four 
months. Moreover, the Central Bank began to use the daily value of 
thé URV as a yardstick for the exchange rate (US$ 1 was equivalent 
to 1 u r v ). During the second quarter, the sameprOcedure was applied 
to public rates and charges. However, the conversion of housing 
rents and of monthly fees for private schooling encountered specific 
difficulties Which rnadeitiiripossible to align them with the u r v . Atthe 
same time, the Government promoted the gradual conversion of 
private-SectOr prices and coritracts to u r v  values to make them 
equivalent to the average value attained in the period from 
September to December 1993. In order to avoid-the traumatic 
situations caused by jirevious plans, the authorities eschewed the 
use Of punitiÿé measures. Opting instead, and only.in the case of 
highly sensitive items in the family budget, for negotiation and 
persuasion. .

th e  third stage of the plan was initiated in July, with the introduction 
of a new currency-the real-, the sixth since 1986. A new monetary 
regime was established; the old currency still in circulation was 
replaced atthe rate of one real for one ur v , or 2,750 cruzeiros reales, 
the value as of 30 June. Furthermore, the plan Specified mechanisms 
for the issuance of the new currency, under which the Central Bank 
would be required to maintain international reserves in an amount 
equivalent to the Value of reales in circulation, at the selling rate of

one real per dollar. The plan ajso placed quarterly limits on the 
monetary base. Most indexed financial contracts were prohibited; 
only comrinercial contracts of more than one year would be subject 
to indexation, based solely on the behaviour of the consumer price 
index in r’eales (cpi-r). Lastly, wages would be adjusted only once a 
year according to the variation in the cpi-r on the date each category’s 
adjustment was negotiated.

Since the plan does not call for strict convertibility, the Central Bank 
will not make any commitment to purchase foreign exchange. In 
addition, the plan limits public-sector financing. With regard To 
monetary policy, the Central Bank has replaced the automatic 
buyback of public securities with standard rediscount operations. The 
reserve requirement forfime and savings deposits was raised by 5%; 
in the case of demand deposits, a marginal cash réserve of 100% 
was imposed for any amount exceeding the position recorded on 30 
June.

The restrictive measures were tightened in October, when the 
economy showed signs of overheating. The banking : systèmes 
reserve requirements were increased, consumer credit (particularly 
automobile loans) was restricted, interest rates were raised 
significantly arid steps were taken to stimulate foreign purchases, 
in ter alia  by lowering tariffs on imported goods not available 
domestically.

1994 CONSUM ER P R ICE INDEXES

(M onth ly variations, in p e rc e n ta g e s)

January 
February 
March 
April 
May .
June 
July . .
August
September
October
November
December (estimated)

41.3
40.6 
43:1 
42.8
42.7 
48.2

7.8
1.9 
1.4 
2:8 
3.0 
2.2

Source: National consumer price indexés according to the Brazilian 
Geographical and Statistical Institute (IBGE),

In Venezuela, despite the new Government’s efforts to ease 
pressure on prices by containing the fiscal deficit, inflation 
accelerated to more than 70% towards the end of the year; this 
was the country’s second highest rate of inflation, after the 1989 
rate.

The extrem ely tight monetary policy implemented by 
Venezuela’s Central Bank since 1993 to hold down price 
increases was neutralized by the monetary effects of the 
solvency crisis that hit 11 banking institutions, whose assets 
came under State control after the latter provided, through the 
Deposit Insurance Fund (f o g a d e ), some 950 billion bolívares 
(about 11% of GDP) in financial aid. This aid, which was financed 
almost entirely by means of Central Bank credits, injected 
liquidity into the economy, thus boosting inflation in the first half

of the year and exerting pressures on the bolivar, which the 
Central Bank sought to ease by drawing down nearly US$ 4 
billion in reserves. The compensatory policy of monetary 
containment, on the other hand, kept interest rates high, while 
the yields of zero-coupon bonds issued by the Central Bank to 
soak up liquidity in the economy rose from 50% early in the year 
to over 70% by the end of the first six months.

In late June, the Government decided to impose exchange and 
price controls on a number of products and services, as well as 
on foreign exchange. This measure slowed the increase in 
consumer prices, but could not keep accumulated inflation from 
nearly doubling the rate initially programmed (35%). The price 
of the dollar was fixed at 170 bolívares, which represented a 
60% devaluation of the local currency since the beginning of
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1994. Zero-coupon bond yields fell to less than 30%, dragging 
bank interest rates down with them. The recovery in the Central 
Bank’s reserves considerably mitigated the drop recorded in the 
first half of the year. The fact that deposit rates were strongly 
negative in real terms and the imposition of exchange controls 
promoted greater product demand, which increased pressure 
on prices towards the end of the year, although the growth of 
broad money in the economy did not match inflation as a result 
of the low returns on deposits.

The financial aid granted to banks frustrated the Government’s 
initial attempts to reduce the fiscal deficit (which represented 
3.5% of GDP in 1993) through a series of tax measures designed 
to increase State revenues. If the financial transfers are included 
as part of expenditure, the deficit (both fiscal and quasi-fiscal), 
which was also enlarged considerably by the Interest on the 
bonds used to neutralize the monetary impact of the transfers, 
could exceed 16% of g d p  this year. In September the 
Government announced a wide-ranging Economic Stabilization 
and Recovery Plan that included measures to cut the fiscal 
deficit and inflation and to lay the foundations for sustained 
economic growth.

Formal and informal market prices show dissimilar patterns in 
Cuba, which has introduced significant economic reforms in the 
past few years. The authorities continued to implement gradual 
structural changes, oriented particularly towards liberalization 
and deregulation, while some shares in public enterprises have 
been privatized through foreign investment; this process is to 
be intensified and extended to all production sectors.

Also of note were actions to liberalize the marketing of 
agricultural and industrial products; the down-sizing of the State; 
the transformation of fiscal and monetary policy, from expansive 
in the past to contractive in 1994; the promulgation of a new tax 
law; an increase in prices and charges for various goods and 
services; legal recognition of the importance of private 
intermediaries in financial and commercial activities; and the 
introduction of special incentive mechanisms, in local and 
foreign currency, for workers in high-priority activities.

In the formal sector, which basically operates in local currency, 
consumer prices rose markedly as a result of the increase in 
non-essential products such as cigarettes, tobacco twists, beer, 
rum, brandy and fuel for private motor vehicles. Moreover, rates

for residential electricity consumption in excess of a monthly 
level of 100 kW per household were adjusted in September, and 
fares for rail, air, maritime and long-distance bus transport were 
raised. Price hikes were also observed in water supply and 
sewerage services, as well as in national and international 
postal and telegraph services and in the retail prices charged 
by worker cafeterias.

In contrast, in the informal sector, which accounts for a 
significant proportion of retail trade, prices declined moderately 
as a result of the decrease in accumulated liquidity and the 
liberalization of the market for agricultural products. In 
businesses authorized to make sales in foreign exchange, 
prices rose only slightly, after having risen considerably in 
1993.

Despite the increase in the cost of living brought about by the 
new fiscal measures, the price increases and the elimination of 
free services, public-sector wages did not rise. Only employees 
in high-priority activities such as electric power generation, port 
services, shipbuilding, raw materials recovery and steel and 
cement production enjoyed incentives, in local currency and in 
United States dollars, which have greatly increased labour 
productivity.

Fiscal policy is focusing on reducing the public-sector deficit by 
boosting current revenues and cutting expenditure. To that end, 
direct taxes on the income of self-employed workers, 
small-scale farmers and members of production cooperatives 
have been raised. The authorities also plan to increase the 
amount of taxes collected on the housing stock, vehicles and 
landed property. In addition, they have raised the rates charged 
for public services. Efforts have also been made to reduce 
expenditure by simplifying the structure of the central 
Government (15 ministries and other high-level institutions have 
been eliminated) and by reducing subsidies.

The rehabilitation of public finance was reflected in a decline in 
accumulated liquidity and a slow-down in the rate of price 
increases. In the first months after the above-mentioned 
measures went into effect (June to October), monetary 
contractions equivalent to 21% of liquidity were already being 
recorded, with the result that the local currency appreciated in 
the informal market. Most of the accumulated liquidity was kept 
in savings accounts.

4. EXTERNAL TRADE

a) The international context

In 1994, trends in the international economy undenwent major 
changes in relation to previous years, and were generally 
advantageous fo r Latin America. Growth rates in the 
industrialized countries recovered significantly after four years 
of sluggish expansion. Consequently, commodity prices 
reversed their downward trend of recent years and rose 
appreciably, to the benefit of Latin American exports, which 
consist largely of raw materials. Inflation, meanwhile, remained 
low. However, international interest rates rose, mainly as a 
result of the policy followed by the United States Federal 
Reserve Bank, though without reaching the levels recorded up 
to 1991. This was detrimental to the Latin American countries, 
which saw the ir external debt service payments rise. 
Nevertheless, as yields on financial assets in international 
markets remained low, especially in relation to the rates offered 
in the region, developed-country investors continued to buy 
significant amounts of Latin American securities.

The world economy’s satisfactory growth was determined 
primarily by recovery in the industrialized countries and 
continued expansion in the developing countries, as well as by 
slower deterioration in the economies in transition, g d p  growth 
in the industria lized countries amounted to 2.7% -a  
considerable improvement overthe 1.3% recorded in 1993. The 
developing countries, in turn, saw their output rise again by more 
than 6% in 1994, though this rate largely reflects the rapid 
expansion in Asia. In the economies in transition, g d p  growth 
slowed for the fifth year in a row, amounting to only 3.3% after 
having reached 9% in 1993 and 15% in 1992. Although the 
situation of Eastern Europe seems to have stabilized, and has 
even given rise to expectations of a 2% growth rate, the outlook 
for the former Soviet Union is still bleak, as g d p  could fall by 
more than 5% this year.

Output grew vigorously in the United States, reaching nearly 4% 
in 1994. The upswing in activity was underpinned by low interest 
rates and an improvement in the net assets position of 
households and firms, as the excessive level of indebtedness
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in the preceding period was reduced and refinanced and as 
businesses undertook restructuring operations. Between July
1992 and February 1994, interest rates fell to their lowest level 
since 1983, easing the debt burden enough to generate a 
significant increase in aggregate expenditure. Growth was 
fastest in the areas that are most sensitive to variations in 
interest rates, notably the housing sector, consumer spending 
on durable goods and commercial investment in capital goods. 
However, the marked increase in the level of activity in 1994 
gave rise to fears that inflationary pressures could resurface, 
even though consumer attitudes generally remained cautious. 
This situation led to a gradual rise in short-term rates beginning 
in February 1994, but this did not affect economic expansion, 
which forged ahead energetically for the rest of the year.

The European Union’s output grew by just over 2%, recovering 
from its decline the preceding year, but the high unemployment 
rate has not improved, with 18 million people (nearly 11 % of the 
labour force) out of work. Consequently, unemployment has 
become a major source of political (as well as economic and 
social) concern. In Germany, the difficulties arising from the 
integration of the former German Democratic Republic continue 
to weigh down the economy and have led to an explosive fiscal 
situation, largely because of the massive, ongoing transfer of 
resources to the new states of the east, although automatic 
stabilization systems have also increased the deficit since the 
onset of recession. This forced the Deutsche Bundesbank to 
adopt fiscal austerity measures and a cautious stance with 
regard to relaxing monetary controls. However, to moderate the 
recession, short-term interest rates were gradually lowered in
1993 and in the first half of 1994. Beginning in the second half, 
the German economy’s activity level has shown unexpectedly 
strong growth, which has helped the rest of Europe to recover.

Japan, meanwhile, has had more trouble climbing out of 
recession, as its growth is still weak, though it did speed up in 
the second half of the year. The repercussions of the adjustment 
process launched in previous years in response to the drop in 
the value of assets and the country’s high level of indebtedness 
are still being felt, while the rapid appreciation of the yen has 
had negative effects on manufacturing, which accounts for 
about 30% of G D P .  The easing of monetary restrictions and the 
economic measures adopted since the onset of the recession 
have been unable to mitigate the marked contraction in private 
expenditure. In particular, since September 1993, the official 
rediscount rate has been set at a record low of 1.75%. The 
relaxing of monetary policy helped reduce the cost of economic 
operations and of the high debt levels; none the less, in view of 
the economy’s considerable excess capacity, the authorities 
failed to attract private investment to sectors other than real 
estate. These economic problems were compounded by 
continued political uncertainty, with fresh changes in the 
Government.

The acceleration of world economic growth in 1994 was 
accompanied by lower inflation, since the idle capacity of the 
developed economies has not yet been used up by the incipient 
recovery. Inflation in all of those countries declined from 2.9% 
in 1993 to 2.5% in 1994. In European countries that devalued 
their currencies, the adverse impact on prices has been 
cushioned by cheaper labour. In the United States, despite clear 
signs of economic growth, inflation is less than 3% and the 
expansion shows no signs of reversing itself. Inflation also fell 
in Germany, from 4.7% in 1993 to 3% in 1994, and in Japan, 
from 1.3% in 1993 to less than 1% this year.

The volume of world trade expanded by just over 7% in 1994, 
or nearly twice as fast as in 1993 and faster than the annual

average of 5.2% between 1986 and 1993. This volume increase 
was accompanied by a price increase in dollars of about 2%, 
which pushed up the value of trade by more than 9%. Coffee 
prices rallied after declining steeply in previous years. Sugar, 
cocoa, banana and wool prices also rose, while cereals 
achieved modest increases. Metals enjoyed particularly good 
conditions, with higher prices for copper, lead and silver. In 
contrast, appreciable declines were observed in beef and iron 
ore prices, while petroleum prices slipped for the fourth straight 
year (see table A.12). Because of the growth in their output, the 
industrialized countries significantly increased their imports, but 
the world’s largest increase in demand for imports was observed 
in the developing countries of Asia (over 10%), while the rate 
for Latin America rose by 8%.

The activity of international financial markets slackened in 1994, 
following the vigorous expansion of capital flows beginning in 
1991; these flows dropped by 12% in the first half of 1994. After 
increasing between 1990 and 1992, the proportion of 
international capital channelled into developing countries 
stabilized or even decreased in 1994, especially in the case of 
equity investments on the part of both mutual funds and other 
investors. Developing-country bond issues also dwindled in the 
first half of 1994.

The downturn was largely due to interest-rate hikes in the United 
States and to the problems besetting some of the region’s 
economies. Short-term rates rose in the United States in 1994; 
the Federal Reserve Bank raised its rediscount rate six times, 
to 5.5% in November, compared to only 3% the year before. In 
contrast, most other developed countries lowered interest rates. 
Germany’s rediscount rate dropped from 5.8% in 1993 to 4.5% 
in mid-1994, then remained at this level for the rest of the year. 
In the United Kingdom, the short-term financial market rate 
descended in the first months of 1994, then shifted upward 
towards the end of the year. In France, this rate continued the 
decline it had begun in 1993, which has reduced it to about half 
of its 1992 level. In Japan, short-term rates fell by one 
percentage point to just over 2%, the lowest level in years. 
Meanwhile, long-term rates in developed countries rose by over 
2% during the year as a result of greater expectations of 
inflation, especially in the United States. In Germany, these 
rates rose again after declining in the first quarter of 1994; the 
same pattern was observed, though to a lesser degree, in 
France, the United Kingdom and Japan.

The liberalization of world markets proceeded slowly. The North 
American Free Trade Agreement ( n a f t a ) ,  which went into effect 
in early 1994, may soon be extended, since the Presidents of 
the United States and Mexico and the Prime Minister of Canada 
invited Chile to join, with negotiations scheduled to begin early 
in 1995. The culmination of the g a t t  negotiations, after years of 
obstacles, also opened up bright prospects. The new agreement 
was signed in January 1994, following the laborious conclusion 
of a bilateral agreement between the United States and the 
European countries, and has already been widely ratified; as a 
result, the World Trade Organization, which supersedes g a t t , 

will begin operations on 1 January 1995.

b) Foreign trade and the terms of trade

The region’s external sector was once again quite favourable, 
so that it did not hinder growth in most of the economies. Deficits 
were again recorded in both merchandise trade and the current 
account, but were easily financed with the continued large 
inflows of capital from abroad. Export growth, though 
appreciable in 1994, barely made up for another spurt in the 
growth of imports. Thus, the Latin American countries’
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Figure 2
LATIN AMERICA AND THE CARIBBEAN: PRICE INDEXES 

FOR MAIN GROUPS OF EXPORT COMMODITIES

- I  9 8 2

Overall total □ Total, excluding
petroleum

Petroleum and
petroleum products

Source: ECLAC. on the basis of figures supplied by UNCTAD.

Figure 3
INTERNATIONAL INTEREST RATES

(Percentages)

Six-month LIBOR 

m  Nominal rate H  Real rate a/

Source: ECLAC. on the basis of figures supplied by IMF.
a/ Nominal rate, deflated by the consumer price index of the industrialized countries.
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merchandise trade deticit widened considerably less -by just 
under US$ 3 billion- than in the preceding two years. After 
running a surplus of US$9 billion in 1991, the region ran a deficit 
of US$ 10.3 billion in 1992, which swelled by US$ 5 billion in 
1993. The smaller increase in the deficit in 1994 was mainly 
attributable to the rise in commodity prices, which bolstered the 
expansion of foreign sales, and to the steep decline in 
Venezuela’s imports as a result of its severe banking and 
foreign-exchange crisis Excluding that country, the region’s 
merchandise trade deficit grew from US$ 18.6 billion in 1993 to 
US$ 26.9 billion in 1994. In any case, this deficit was still low, 
representing less than 2% of regional output.

The current-account deficit also continued to increase, though 
more slowly than in the preceding two years, and amounted to 
about 3% of regional output. This outcome was due to both the 
moderate increase in the merchandise trade deficit and the 
US$ 2.7 billion rise in net payments of profits and interest. 
Moreover, though the region’s import capacity grew by only 1 %, 
it was still considerable, thanks to the strong expansion in the 
physical volume of exports, favourable terms of trade and the 
maintenance of a sizeable net transfer of financial resources to 
the region.

One striking change in the Latin American and Caribbean 
countries’ foreign trade in recent years has been the growing 
importance of intrarégional trade. These flows have increased 
substantially since 1990, nearly doubling their share of the 
region’s total trade. However, in 1994, this proportion rose much 
more slowly than in previous years, mainly because Argentina’s 
imports from other countries of the region did not grow as fast 
as before. On the other hand, since Brazil’s imports snowballed 
in the second half of the year, its purchases from other Latin 
American countries have probably increased significantly. 
Trade among the Southern Common Market (M e r c o s u r ) 
countries and between them and Chile, spurred by free trade 
and integration agreements, accounted for the bulk of 
intrarégional trade flows. Trade between Colombia and 
Venezuela had also been considerable, but declined sharply in 
1994 owing to Venezuela’s economic crisis. Trade among 
the Central American countries has rebounded in recent years, 
after plummeting in the 1980s, but lost momentum in 1994 (see 
box 2).

The value of the region’s merchandise exports rose by 14%, 
reaching US$ 152.8 billion, as its rate of expansion quickened 
after the moderate increases of 1992 and 1993. This behaviour 
echoed the favourable pattern of 1987-1990, when external 
sales had increased at a high average rate. The 1994 increase 
reflected bigger export volume (8.3%) and, to a lesser extent, a 
rise in unit values (5.6%) (see table A.9).

The region’s export performance was fairly homogeneous; six 
countries -Bolivia, Chile, Colombia, Ecuador, Nicaragua and 
Peru- achieved sizeable increases (20% or more), while 10 
others -Argentina, Brazil, Costa Rica, Dominican Republic, El 
Salvador, Guatemala, Honduras, Mexico, Uruguay and 
Venezuela- boosted their exports by 8% to 19%. Only Haiti saw 
a decline in the value of its exports, which plunged by more than 
40%. The expansion of Latin American exports in 1994 was 
driven both by com m odities and by m anufactures or 
non-traditional products, though patterns in different countries 
varied considerably.

Argentina’s exports grew substantially (16%) after making 
modest gains in previous years. For the first time since 1990, 
the rise in the physical volume of exports was proportionally 
bigger than the rise in output, primarily because of increased

foreign sales of manufactures. International prices of 
agricultural products and some industrial raw materials rallied, 
but petroleum prices fell further. In the aggregate, the export 
price index seems to have risen, but only slightly; in other words, 
the increase in export value is largely attributable to the increase 
in volume. Among agricultural products, strong upswings were 
observed in exports of oilseeds, while those of cereals, fruits 
and fishery products fell in the first half of the year. Most 
manufactures exports rose (stimulated inter alia by the tax 
refund system), especially those of transport equipment, 
electrical equipment and leather goods.

Brazil’s external sales increased by nearly 12%, reaching an 
all-time high of US$ 43.3 billion. This improvement stemmed 
primarily from an upturn in sales of semi-manufactures, which 
grew by more than 20%, followed by commodities and, lastly, 
manufactures. In particular, coffee and soya products 
accounted for nearly half the expansion of exports, but as a 
result of higher prices for those commodities rather than larger 
export volume. The expansion in raw tobacco and cellulose 
exports also reflected higher international prices. The more 
modest increase in manufactures exports is attributable to the 
growth of the domestic market and the overvaluation of the local 
currency (see table A.9).

The value of Mexico’s exports grew by 14%, significantly 
outstripping the preceding year’s 9% increase and the 1992 rate 
of only 2.5%. This improved performance was made possible 
by a 20% expansion in non-oil exports, attributable primarily to 
vigorous growth in sales of manufactures. Meanwhile, 
petroleum revenues slid by more than 5% because of a slight 
dip in the volume exported and a drop in the price of Mexican 
crude oils. Manufactures exports continued to be led by the 
automotive industry. Increases were also observed in sales of 
data processing equipment, machine parts and components, 
wiring components and textile fibres.

In Chile, the combination of stronger external demand and rising 
international prices led to a 25% upsurge in the value of exports, 
following the preceding year's slump. The export sector thus 
reverted to its expansive pattern of recent years, which yielded 
an average annual increase of 12% between 1985 and 1992. 
Prices for copper and cellulose -which, together, make up 
nearly half of Chile’s total exports- recovered substantially. The 
price of copper, which in 1993 had hit its lowest level since 1987, 
began to climb early in the year and gained unexpected 
momentum in the last six months, with the result that its average 
level topped the 1993 price by some 20%. Total export volume 
rose by 14% as shipments of copper and non-traditional exports 
grew rapidly.

Exports from Colombia expanded quickly (20%), improving on 
their modest performance of the preceding two years, to 
approach some US$ 9 billion. Prices for the country’s two main 
export commodities fluctuated widely in the international 
market. Although the price of petroleum rose by 30% in the first 
seven months of the year, it lost half of that gain in the 
succeeding months, with the result that its annual average was 
lower than in 1993. Likewise, coffee prices peaked in September 
at their highest level in eight years, but lost about 40% of that 
increase by December. Meanwhile, non-traditional exports, 
especially manufactures, continued to climb steadily.

Peru’s exports grew by 23% to reach US$ 4,250 million, led by 
an increase in the volume of traditional mining, agricultural and 
fishery exports. The 7% rise in unit value was accounted for by 
mining exports, since other commodities did not fare well in the 
international market. Venezuela’s exports grew by 10% in 1994
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Box 2

THE PROGRESS OF INTEGRATION AND RECENT TRENDS IN INTRAREGIONAL TRADE

At the beginning of the 1990s, the fegional integration process 
entered a phase (hat was clearly distinct from that of previous 
decades, In the 1980s, traditional integration schemes (Andean 
Group, Central American Cornmon Market and Caribbean 
Community) were stalled by the effects of the external cirsis and the 
obsolescence of the existing model of integration, the bilateral 
agreements sighed at that time in the framework of the Latin 
American Integration Association (LAiA) were equally ill-equipped to 
support reciprocal trade between the signatory countries.

Judging by recent developments, the integration process is making 
great strides and is rapidly approachihg levels of interrelationship that 
will provide a solid foundation for future progress. On the one hand, 
trade and investment flows among the countries of the region have 
displayed extraordinary growth. On the other, integration 
agreements aradng varidgs groups of countries have proliferated, 
arid are very different from those inherited from the past. These 
second^eneration agreements already number about 30, and 
generally seek the effective liberalization of most of the countries' 
trade within unusually short periods of time.

Various faofofs have hetped to shape these new circumstances. 
They include the widespread return to democratic regimes, which 
has facilitated closer relations between countries; the gradual 
recovery fromthemost devastating effectsof the ex:ternal debtcrisis;. 
arid the liberalization gf economies in general and trade regimes in 
particular.

As shown by the table below, infrarégional exports (within the 
integration schemes listed) grew rapidly inthe firsHour years of this 
decade, tripling within the Andean Pact and doubling within la ia  and 
the Southern Common Market (m e r c o s u r ), while exports to third 
countries were relatively sluggish. Preliminary data for 1994 suggest 
that the growth of intrarégional trade has slowed recently, but that 
onlyin the case of the Centra] American Common Market<cACM) does 
this seem to have reduced the relative weight of infra-subregiOnal 
trade.

In this new phase, the first sign of a revival in intrarégional trade may 
have been the series Of agreements concluded between Argentina 
and Brazil beginning in 1986, which led to the formation of m e r c o s u r  

in 1991. In 1995, m é r c o s ú r  will finally meet Its prime objective of 
fofrtyhg a customs union among its four member countries, though 
m a stiH-imperfèct form. That-is,fhe Countries will have liberalized the 
bulk of their reciprocal trade, and will introduce a common external 
tariff (GET). This customs union is still imperfect because the c e t  will 
not apply to certain (albeit relatively short) lists of exceptions.

In this way, the countries willform an integrated market of 200 milliori 
people, Or 46% pf the Latin American population,’ covering 59% of 
the region’s land area, with a gross domestie product of nearly 
US$ 700 billion -49% of the regional total- and US$ 102 billion in 
world trade (exports plus imports). In other words, they willcreate an 
integration scheme which accountsfor roughlyhalf the value of Latin 
America’s main economic indicators, and which will therefore have 
unmistakable potential and drawing power; For the time being, trade 
among the four countries has been Vigorous, concentrated mainly in 
the bilateral relation between Argentina and Brazil.

The Andean Group has made similar progress since, the late 1980s, 
tc the extéht that Bolivia, C0|omhia, Ecuador and Venezueia have 
already to nned a Customs union, which willbe joined by Peru in 1995. 
In late November 1994, the five countries reached final agreement 
on a GET, which will go into effect on 1 February 1995. As shown in 
the table, iritra-subregíonái trade is rapidly increasing its share of 
exports, initially led by the burgeoning trade between Colombia áhd 
Venezuela, but bolstered recently by Ecuador’s entry Into the 
customs union and Peru’s economic liberalization.
Reciprocal trade within c a c m  has also made an impressive recovery 
irom its depressed levels of the 1980s, so that today these countries

boast the highest trade index of all the groupings. A subgrouping 
formed withjn c a c m , consisting of El Salvador, Guatemala, Hbnduras 
and Nicaragua, has operated as a customs union since mid-1993. It 
has also made significant progress towards the free flow of serviees, 
capital, people and vehicles. Costa Rica and Panama are planning 
to incorporate themselves gradually into this process.

In the case of the Caribbean Community (c a r ic o m ), for which 1994 
figures are not yet availablo, progress has been slower because 
more than one member country has encountered difficulties in 
implementing thè customs union agreement. These problems are 
due to the member countries’ more gradual liberalization with respect 
to international trade, their complex external situation and the 
heterogeneous composition of the grouping, which comprises the

(OÈCS). As a result, reciprocal trade has stagnated at its level of the 
late 1980s.

In mid-1994, following lengthy negotiations, Colombia, Mexico and 
Venezuela formed another subregional grouping, known as the 
Group of Three (G-3), whose aim is to establish a tripartite free^trade 
area within 10 years. The agreement is based on solid grounds, such 
as the large size of the coufifriés involved, their geographical 
proximity and growing convergence in the orientation of their 
économie policies. TCe notable increase in trade between Colombia 
end Venezuela since 1992 is also an important asset.

Also of note is the growing humber of second-generation bilatf ral 
agreements spreading throughput the region. In general, they sPpk 
to liberalize trade in most items through lists of automatic tariff cuts 
to be implemented in the relatively short term, although some stHI opf 
for negotiaied liberalization. In this way, àn inereasingly intricate 
constellatioh of regional, subregional and bilateral agreements is 
being created, which wilt, in time, require careful efforts towards 
convergence, in order to preserve and consolidate the benefits of 
regional integration,

INTRAREGIONAL AND TOTAL EXPORTS, 1990-1994
(B illions o f doHars a n d  p ercen ta ge  sh a res)

1990 1991 1992 1993 1994“ Í

LAIA
-Intrarégional 12.2 15.0 19.4 23.6 26.3
-World 112,7 110.6 11S.7 122.2 134.6
LAIA/Wortd 10.8% 13.6% 16.8% 19.3% 19.5% Î
Andéátt Group
- Intraregiorial 1.3 1,8 2.2 2.9 3.5 :
- World 30.8 28.6 28.1 28.5 292
Andean Group/WOrld 4.1% 6.2% 7.9% 10.1 % 11.9%
MERCOSUR

Intrarégional 4.1 6.1 ■i%2 10.0 11.4
- World 46.4 45.9 50.5 54.3 59.7
MERCOSURWyorld 8.9% 11.1% 14,3% 18;5% 19.1%
CACM
-Intrarégional 0.6 0.7 0.9 1.1 1.2
- World 3.9 4,0 4.7 5.1 5.8
CACMWortd
CARiCOtt

16.0% 17.4% 19.8% 22,4% 20.8%

- Intrarégional 0.4 0.4 0,5 0.6 ha
- World 3.9 3.8 4.1 4.3 na
Latin cABicoM/WorJd 
Latin America arid the

12.6% 11.6% ii:6 % 12.8% na

Caribbean ^
- Intrarégional 16;0 19.3 24.4 292 32.3
- World 122.0 120.3 127.6 134;9 148.4
L.A, & C.World 13,1% 16,0% 19,2% 21.7% 21.8%

Source; e o a c , on the basis of official data.
® Estirnates based on partial data.
® Includes laia, cacm, Bahamas, Barbados, Belize, Dominican Republic, Guyana, 

Haiti, Jamaica, Panama, Suriname and Trinidad and Tobago.
NA; Information not available.

’ in this context, Latin America is defined as the 1 1 countries merrtfiers of LAIA and the six CentralAméricah countries.
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as a result of mutually offsetting trends. While petroleum sales 
were affected by the decline in international market prices, 
whose annual average was slightly lower than in 1993, an 
increase in shipments more than made up for this deterioration. 
Non-traditional exports, for their part, made further progress as 
the situation in the domestic market remained problematic. The 
value of these exports rose by 16%, buoyed by the Colombian 
import boom and higher aluminium prices.

Bolivia also enjoyed s trong  export g row th  (27% ). 
Non-traditional and mining exports stood out, though the 
increase was spread across most product categories. Among 
the mining exports that recorded upturns were gold, silver and 
tungsten, while soya beans, jewellery, wood and oil expanded 
among non-traditional exports. Ecuador’s foreign sales 
recovered substantially from their decline the preceding year, 
owing to various factors. On the one hand, the higher volume 
of petroleum exports nearly offset their lower price, while both 
the volume and the price of coffee exports increased. On the 
other, higher shrimp prices more than offset a drop in export 
volume. Sales of other agricultural and industrial products, 
mainly to the countries members of the Andean Group 
(particularly Colombia), expanded as well, while banana exports 
revived after their 1993 decline.

Exports from Paraguay grew by only 2%, as international prices 
of the main traditional exports improved only slightly and export 
volume rose very little. The country’s trade with its m erco sur  
partners continued to expand, accounting for a very high 
proportion of Paraguay’s recorded external trade; this share is 
substantially higher if unrecorded border transactions are also 
considered. In Uruguay, more favourable conditions in the 
international market and stronger demand in Brazil following the 
introduction of the Real Plan, which substantially improved its 
competitive capacity, resulted in significant growth (12%) in the 
value of merchandise exports, despite the small increase in unit 
value. The expansion was largely concentrated in traditional 
products, particularly beef and wool. Non-traditional exports, in 
turn, made a strong comeback in the second half of the year. 
The rapid growth of sales to Brazil in the last six months of 1994 
made that country Uruguay’s biggest customer, outstripping 
Argentina.

The value of exports from the Central American and Caribbean 
countries for which information is available rose by about 10%. 
Excluding Panamanian re-exports from the Colón Free Zone, 
the increase in these countries’ foreign sales amounted to 12%, 
an improvement over previous years, since export value grew 
by only 1% in 1992 and 8% in 1993. The 1994 expansion was 
due primarily to the rise in prices for those countries’ commodity 
exports, such as coffee and, to a lesser degree, sugar. In 
addition, trade among the Central American countries has been 
bolstered by the consolidation of their integration arrangements.

Costa Rica’s merchandise exports received a strong boost from 
the rise in international coffee prices, though that effect was 
partially offset by the retention of 20% of the country’s 
exportable supply in accordance with an agreement reached by 
the Association of Coffee Producing Countries. Other Costa 
Rican exports showed mixed results. Bananas, which are still 
the leading traditional export, suffered a 9% drop in sales, while 
non-traditional products improved on the dynamism they had 
exhibited in 1993, except in the case of maquila activity, which 
more or less stagnated. The 13% increase in El Salvador’s 
external sales, though high, fell short of the 25% growth 
recorded in 1993. Despite the considerable rise in international 
coffee prices, the value of traditional exports did not increase 
as fast as that of non-traditional exports. On the one hand, sugar

and shrimp sales dwindled; on the other, the volume of coffee 
exports up to September was 30% less than the amount sold 
during the same period the preceding year. After the 1993 boom 
in sales to the Central American market, exports to the 
subregion expanded only 10% owing to weak demand in 
neighbouring economies, particularly Honduras and Nicaragua.

The growth of Guatemala’s exports mainly reflected higher 
international prices, since export volume increased only 
moderately. Sales to Central America rose by 10%, while 
maquila sales increased by 12% and other non-traditional 
exports, by 10%. The 12% rise in merchandise exports from 
Honduras was entirely attributable to a price increase of nearly 
20%, since export volume contracted by 6%. Once again, the 
volume of banana exports declined in the face of a slump in 
external demand in the European market, which also helped to 
depress prices. The value of foreign sales of shrimp, which have 
flourished in recent years, took another upturn as a result of both 
volume and price increases. However, the country could not 
take advantage of higher coffee prices by boosting export 
volume because the preceding year’s output had been lowered 
in response to the drop in international prices at that time. 
Nicaragua’s merchandise exports continued to gain in value 
(24%) as coffee exports doubled their contribution owing to good 
prices and higher volumes.

Panama saw its merchandise exports slacken as a result of 
dwindling foreign sales of meat, coffee, bananas and clothing. 
Imports of crude oil and exports of petroleum products were also 
depressed because of problems with refinery operations. 
Re-exports showed a bigger increase, supported by the 
recovery of the Latin American economies in a climate of trade 
liberalization which has bolstered activity in the Colón Free 
Zone.

The value of goods exported from the Dominican Republic 
rose by 12% as external sales of minerals, coffee and cocoa 
increased, while those of raw sugar, tobacco and furfural 
slumped. Exports from Haiti continued to plunge, shrinking to 
one fourth of the value they had reached three years earlier, as 
a consequence of the trade embargo, which was not lifted until 
the end of the year.

For the fifth straight year, the value of the goods imported by 
Latin America and the Caribbean expanded, reaching US$ 171 
billion as a result of a 15% increase over 1993. The volume of 
imports rose by 12% and their unit value, by nearly 3%. The 
expansion was facilitated and even stimulated by large inflows 
of capital. The biggest increases were observed in Argentina, 
Brazil, Colombia, Mexico, Peru and Uruguay, with gains of 18% 
or more in relation to 1993. Imports to Chile, Costa Rica, 
Dominican Republic, Ecuador, El Salvador, Nicaragua, Panama 
and Paraguay also grew quickly, by 6% to 9%. Bolivia, 
Guatemala and Honduras recorded more moderate import 
growth, while Haiti and Venezuela drastically reduced their 
imports. About 90% of the total region-wide expansion was 
accounted for by the increases recorded in three countries: 
Mexico, with US$ 9.6 billion; Brazil, with US$ 6.3 billion; and 
Argentina, with US$ 3.9 billion. In contrast, Venezuela’s imports 
plummeted more than three times faster than in 1993, by 
US$ 3.3 billion (see table A.10).

Imports of capital goods made the biggest gains, driven by a 
surge in investment in several countries of the region. Foreign 
purchases of consumer and intermediate goods also grew 
appreciably, while fuel imports slackened owing to the drop in 
oil prices. The countries that boosted their imports of capital 
goods were led by Argentina and Peru, with increases of around
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50%, and Brazil and Ecuador, with smaller increases. However, 
imports of capital goods contracted in Bolivia, Guatemala and 
Nicaragua.

After moderating in 1993, the expansion of Argentina’s imports 
gained fresh v igour (25% ), m ainly because of copious 
purchases of capital goods, though intermediate and consumer 
goods also increased considerably. Among the sectors that 
imported equipment were the communications and transport 
industries, as well as manufacturing. Brazil also witnessed a 
strong upswing in imports (24%), which brought the total to 
US$ 3.2 b illio n , as dem and  re v ive d  in re s p o n s e  to 
exchange-rate appreciation and the more liberal import regime 
introduced in previous years. These trends intensified when the 
third stage of the Real Plan was launched in July, since the new 
currency was revalued by over 15% in nominal terms and tariffs 
were cut still further to alleviate domestic supply problems. All 
ca tegories of im ports expanded except petro leum  and 
petroleum products, which fell by more than 5% because of the 
decline in international prices. The value of Mexico’s imports, 
which had moderated its rapid growth in 1993, picked up speed 
again in all three categories of goods in 1994, with increases of 
about 20%. The fastest-growing items were those purchased 
by the automotive industry, as well as parts and components for 
unspecified industries, data processing equipment and parts, 
fresh and chilled meats and electric power generators and 
transformers.

Chile recorded a 7% increase in the value of imports. This 
slow-down did not begin until the second half of 1993, since the 
expansion had amounted to 20% in the first half. The adjustment 
measures implemented in m id-1993 to hold down the growth of 
domestic spending were a decisive factor in this regard. 
Colombia’s im ports rose steeply (22%), though w ithout 
matching their growth rates of 1992 and 1993, which had been 
33% and 51%, respectively. External purchases amounted to 
US$ 11 billion as a result of the liberalization policy introduced 
in previous years, the downturn in the real exchange rate and 
the maintenance of rapid economic growth. Peru’s imports 
received a strong impetus from economic recovery, rising to 
US$ 5.5 billion and topping their 1993 level by 36%. In 
Venezuela, imports fell sharply as the economy sank deeper 
into recession and exchange controls were imposed, declining 
by an estimated 30% despite the use of deferred payments and 
import credits to mitigate the scarcity of foreign exchange, 
particularly in the third quarter.

Bolivia’s imports grew by just over 3%, with a marked decrease 
in purchases of capital goods, which was offset by an increase 
in imports of consumer goods. This behaviou r reflected the fiscal 
adjustment and the decline in investment. Ecuador recorded a 
14% expansion in imports, which was comparable to the 
preceding year’s increase, with especially high growth in 
consumer durables, industrial raw materials and transport 
equipm ent. Paraguay inc rea se d  its  im ports  by 7%, or 
som ewhat more than in 1993. Meanwhile, the value of 
Uruguay’s imports rose by 23%, accelerating significantly in 
relation to 1993. Consumer and intermediate goods were the 
fastest-growing foreign purchases. Among consumer goods, 
notable increases were observed in imports of food and 
beverages and of household appliances. Imports of capital 
goods also rose, though at a slower rate (around 10%).

In the countries of Central America and the Caribbean for which 
information is available,, the value of imports rose by 6%. Five 
countries of this group had rates of between 6% and 9%. 
Guatemala and Honduras showed slight increases, whereas 
Haiti’s imports declined again. In Costa Rica, merchandise

imports rose by 8%, a much slower rate than in previous years. 
The relative slow-down in economic activity, lower income from 
private capital to finance imports, and less domestic credit 
explain the smaller rate. El Salvador’s merchandise imports 
grew by 9%, prolonging the deceleration that began the year 
before, after expanding notably in 1992. Imports of most items 
increased; fertilizer and construction goods showed greater 
demand, while oil purchases declined. As in 1993, transport 
equipment purchases made the biggest impact on capital goods 
im ports. Guatemala’s im p o r ts  rose  by 2% , bu t w ith  
considerable differences between the distinct categories. Thus, 
consumer goods grew the most (11%), followed by raw 
materials (3%). Capital goods purchases, to the contrary, 
contracted by 9%, reflecting the sluggishness in investments. 
Nicaragua’s imports rose again (9%), after falling the year 
before, reflecting a slight improvement in the econom y’s 
performance, with a modest reactivation, export growth, 
growing capital inflows, and an increase in international 
reserves.

Panama’s merchandise imports for domestic activity showed 
sustained growth (10%), stimulated by the tariff liberalization in 
effect since the year before. Capital goods, foodstuffs and 
intermediate goods were especially important, with increases of 
a round 15%. The va lue  of the Dominican R epublic’s 
merchandise imports rose by 6%. Even though more oil was 
bought, it cost virtually the same as the previous year. Other 
im p o rts  in c re a s e d , su ch  as a u to m o tiv e  v e h ic le s , 
pharm aceutica l products, and industria l equipm ent and 
machinery. Haiti’s im ports continued to p lum m et, a fter 
contracting sharply during the previous biennium due to the 
political crisis. The termination of the embargo at the end of 
November has yet to reverse this trend.

The terms of trade of the region as a whole rose by 2.8% in 
1994, due to the increase of 5.6% in the unit value of exports, 
which surpassed the rise in unit value of imports, which was only 
2.7%. However, the terms of trade for Latin America and the 
Caribbean was 11 % below that of 1990 and 29% lower than that 
of 1980 (see table A l l ) .  Terms of trade rose in most of the 
economies of the region, falling only in Paraguay, Uruguay and 
Venezuela, and remaining the same in Argentina. Central 
America had the biggest gains, where the sharp rise in coffee 
prices contributed to the strong recovery of the terms of trade, 
along with the drop in international oil prices, since all these 
countries are dependant on oil imports.

Colombia’s terms of trade also rose because of the robust 
upswing in coffee prices, but they were negatively affected by 
the decline in oil prices. In any case, the terms of trade grew 
considerably, by almost 13%. Brazil also improved its terms of 
tra d e , beca use  of c o ffe e  p rices  a nd  o th e r b a s ic  or 
semi-industrialized products, such as soya, orange juice and 
cocoa, while being favoured by the drop in oil prices as a net 
importer. The rise in metal prices led to improved terms of trade 
in Bolivia, Chile and Peru. The 1 % decline in Venezuela’s terms 
of trade was mostly due to the deterioration of oil prices and to 
the rise in prices for imports. However, Mexico, another large 
oil exporter in the region, managed to have a positive balance, 
since the drop in oil prices was more than offset by the rise in 
prices for other commodities. Ecuador showed a similar trend, 
although with a somewhat lower rise in its terms of trade. 
Uruguay’s fell slightly, since prices for its exports barely rose.

The purchasing power of the region’s merchandise exports 
(defined as the volume of exports adjusted by the terms of trade, 
which is the same as the value of exports deflated by the unit 
value of imports) grew by 11%, somewhat more than the growth
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NORTH AMERICAN FREE TRADE AGREEMENT (n a fta ) :F IR S T  IMPACT 
ON MEXICO AND CENTRAL AMERICA

The Nprth AnfieriGan Free Trade Agreerttent signed by Canada, 
Onited States and Mexico, which tookeffect I  danuary 1&94, includes 
provisions on reciprocal liberalfeation fpr goods and services and 
commitments with respect to cohftict resotútion and rules of ongin. It 
alsd indludes elements that aré unusual in tree trade agreements, 
such as those dealing with the environment and labour.

Trédè between the three member ebuntries increased before; n a f t a , 

but mbch TOOfé so after it came into effect,' aithough the balance of 
trade tends to be unfavourable to Mexico, in the first quarter of 1S94, 
Mexico's trade deficit climbed to OS$ 8r858 nviiion, 30% higherthan 
for the same period the year before.

However, n a f t a  is more than an instrumerttfor trade liberalization; it 
has had a positive effect on other variables. The rhost interesting 
example is foreign direct investment (f o i ) flows to n a f t a  members, 
which have expanded tremendously, f d i  reached US$: 3.3 billion in 
the first half of 1994 (excluding investmehts in stock, which totalled 
US$ 3,7 .biliion), a 25?/¿ increase over the Same beriod the year 
before.

As a  negotiated agreement binding on all its members, n a f t a  has the 
main advantage of becoming a sure, transparent, predictable 
instrument of reciprocal trade between countries whose trade is 
already significant. It is not a strictly promotional instrument for 
generating trade, but rather a mechanism that is going to facilitate or 
render more expeditious and regulate a pre-existing trade with 
potential for expansion.

Powerful obstacles remain to advancing towards free trade between 
the partners. During the transition period towards complete 
liberalization -15 years for some sectors- n a f t a  will function as a 
mechanism to administer trade that will create added administrative 
burdens for the partners’ customs and trade inspection systems. In 
addition, the possibility that technical regulations, sanitary controls 
and phytosanitàry and animat husbandry provisions, or local 
environmental legislation become technical trade barriers is another 
potential cause forconcern. since frameworks for these aspects have 
yet to negotiated multilateraliy.

Already in the first months of implementation, trade operators in 
Canada, the United States and Mexico have claimed that certain 
national authorities in the three countries may be using this type of 
measure to limit, slow down or control the expansion of trade flows 
in certain sectors. If the member countries so decide, restrictive 
agreements or quotas can be adopted within the framework of n a f t a , 

with the net effect of diversion, limitation or control of amounts traded.

The formation of a free trade zone in North America, whose 
implications are still not totally clear, has led the countries of Central 
America to look tor ways to negotiate dr achieve treatment similar, to 
Mexico's in n a f t a  on the part of its main trading partner. The main 
objective is to be included in this process and to limit the risk of trade 
diversion and investments from Mexico as a potential competitor. 
Mexico's share in United States imports rose from 6.72% during the 
first seven months of 1993 to 7,31% during the same period in 1994, 
and the share of a group of Central American and Caribbean 
countries'^ declined from 1.28% to 1.23%. It cannot be inferred from 
this, however, that trade was diverted to the detriment of the small 
countries. These countries do not lose position in the markets in 
which they participate.^ What is happening is that the products they 
export are losing relative importance.

It should be mentioned that things that have yet to happen could lake 
place in the future. The impossibility of predicting with certitude 
changes in flows of foreign direct investment creates doubts about 
future trade flows.

Mexico’s entrance into n a f t a  changes the exceptionally privileged 
situation Central America had for exporting to United States markets, 
thanks to the Generalized System bf Preferences and the Caribbean 
Basin Initiative, With the implementation of n a f t a , there is a 
perception that Central America needs new trade agreements with 
the United States in order to avoid trade and investment diversion 
towards Mexico.

The most attractive, but less probable, option for Central Amenca in 
the short term is to be incorporated into n a f t a . That would give 
Central America permanent access -no t subject to unilateral 
concessions- to a large market. Besides stimulating trade, it would 
create attractrve GpnditionS forforeign direct investment;; In Shy case, 
entrance into n a f t a  would entail costs for Central America, especially 
stricter rules of origin (50%, as opposed to 35% required of countries 
in the Caribbean Basin Initiative), increased vulnerability to 
anti-dumping measures and, over the medium term, less benefits for 
the maquiladora products containing cloth not made in the United 
States.

The most feasible alternative in the short term is to sign an interim 
trade programme, in order to obtain the same conditions as Mexico 
in NAFTA for the Caribbean Basin Initiative countries’ clothing industry. 
This programme would be in effect during the period needed for the 
countries to meet the conditions for full incorporation into n a f t a . The 
interim trade programme could be renewed each year, be 
non-contractual and conceded unilaterally by the United States, 
while its financing is being secured, The precarious conditions of this 
programme and its limited scope indicate that Central America’s 
efforts to improve its competitiveness Independently of new trade 
agreements could be more effective in attracting foreign capital or 
preventing it from emigrating to Mexico.To the advantages it already 
has, mainly inexpensive manpower, others should be added: 
improved infrastructure, a legal framework for more expeditious 
procedures and security for foreign investment, and a special effort 
to raise the skill level of the labour force The search for new niches 
for Central American industry is feasible without belonging to n a f t a : 

as the maquiladora industry is gradually eliminated in Mexico, 
pursuant to n a f t a  provisions, new spaces may arise for the Central 
American maquiladora industry.

SH A R E AND GROW TH R A T ES O F EX PO R TS TO  
TH E UNITED STA T ES

Share Growth

1994 1993
1994- 1993- 1992-
1993 1992 1991

Total 11.6 9.5 8.5
Canada 19.45 19.54 11.1 12:5 8.0
Mexico 7.31 6.72 21.4 13.9 . 11.5.
Guatemala 0.19 0.22 -3.1 9.8 2Ó.2
El Salvador 0.09 0.09 16.6 25.6 26.7
Honduras 0.16 0.16 11.0 17.1 41.4
Nicaragua 0.03 0.02 41.9 81.5 15.3
Costa Rica 0,26 0.27 5.1 10.0 22.6
Panama 0.04 0,04 16.4 6.8 -10.0
Haifa 0.01 0.03 -45.8 44,0 -62,3
Dominican Republic 0.46 0.46 11,0 . 12,7 19 7
Total for small countries 1.23 1,28 7.2 14 0 17.3
Rest of the world 72.00 72.47 10.8 8.3 8.3

Source; Calculated on the basis of data from the Bureau of the Census, 
Department of Commerce. '
Note: The first three columns refertp January-July of each year.

’ Between January and June 1994, Mexico's trade with the United States increased by 17,5%, while trade between Mexico and Canada grew by 33%. 
 ̂Guatemala, El Salvador, Honduras. Nicaragua. Costa Rica. Panama. Haiti and the Dominican Refiublic.
 ̂See ECLAC, "Central América y el TLC: Efectos InmedialOs e implicaciones.Futuras”, ECLÁC-Mexíco. October 1994,
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in volume, given the moderate recovery in the terms of trade for 
the whole region (see table A. 13).

An increase in the purchasing power of exports was widespread, 
since 17 of the 19 countries for which information is available 
showed rises (with Haiti and Paraguay the exceptions), and in 
most cases the increase was significant. However, there were 
differences with respect to the determinant factor of the 
expansion. In 10 countries (Argentina, Bolivia, Brazil, Chile, 
Ecuador, Mexico, Nicaragua, Peru, Uruguay and Venezuela), 
the rise in the purchasing power of exports was almost 
exclusively due to the increases in physical volume. In Brazil 
and Nicaragua, expansion came form a combination of more 
volume and better terms of trade. In six other countries 
(Colombia, Costa Rica, Dominican Republic, El Salvador, 
Guatemala and Honduras), it was due to a significant recovery 
of the terms of trade. In Central America and Colombia, the rise 
in the purchasing power of exports was due to the spectacular 
jump in coffee prices, while the volume of external sales either 
grew only moderately or contracted. As for Panama, improved 
terms of trade and an increase in volume were equally important 
factors.

The deficit on the balance of merchandise increased by 19%, 
going from US$ 15.3 billion in 1993 to US$ 18.9 billion in 1994 
(see table A. 14). This widening of the trade gap was mostly due 
to larger deficits in Argentina, Mexico and Peru and the sharp 
drop in Brazil’s trade surplus, which were partially offset by 
better balances in Chile and Venezuela, with Chile going from 
a negative to a positive balance and Venezuela expanding 
sharply its trade balance (see table A. 14).

The trade balance for goods and services was more favourable 
than for goods alone, since the deficit on non-factor services 
declined by 12%. That was basically due to a rise in Mexico’s 
net income of US$ 600 million and the reduction (by US$ 700 
million) of Venezuela’s negative balance. That, however, was 
partially offset by larger net revenues in Argentina and Brazil. 
Mexico’s expansion of services was due to the excellent balance 
of the maqu/Vadora industry, which records its net revenue under 
services. The decline in Venezuela and the increases in 
Argentina and Brazil are explained by changes in transport 
services, c losely linked to m erchandise im ports, which 
plummeted in Venezuela and expanded strongly in Argentina 
and Brazil (see table A. 15).

c) The current account and external financing

Latin America’s deficit on the current account of the balance of 
payments increased in 1994, although less than the year before. 
The negative balance on this account increased significantly in 
1991 to US$ 19 billion, and jumped to US$ 37 billion in 1992, 
and again to US$ 46 billion in 1993. It continued its upward trend 
in 1994, reaching US$ 50 billion. This deterioration reflects the 
trend in the trade balance and an increase in the negative 
balance of Latin America and the Caribbean’s profits and 
interests (see table A. 15). After declining in 1991 and 1992, this 
negative balance of profits and interests increased in 1993, 
going from US$ 31 billion to US$ 32.9 billion and reaching 
US$ 35.6 billion in 1994. The main differences with respect to 
the previous year were increases in net factor payments: 
US$ 1.2 billion in Mexico, US$ 900 million in Brazil, US$ 600 
million in Argentina, and US$ 200 million in Colombia. The 
countries of Central America and the Caribbean, to the contrary, 
reduced their negative balances (see table A. 15).

The increase in the negative balance on Latin American and 
Caribbean factor services reflects the net effect of interest

payments and the continuous outflow of profits. Interest accrued 
on the external debt rose, partially because of the rise in 
international dollar interest rates. However, the impact of those 
upswings in interest rates was still not that great; their full effect 
will only be felt next year, since interest rates have been climbing 
slowly and only began to rise more rapidly at the end of the year. 
A rise in interest rates has a delayed effect on the amount of 
interest accrued. Also, remittances of profits on foreign direct 
investment increased, as a consequence of the decline in real 
exchange rates and the greater weight of foreign investment in 
the region.

Virtually all the deterioration of the balance on current account 
was due to Argentina, Brazil and Mexico, partially offset by 
Chile’s lower deficit and Venezuela’s change of sign. The most 
striking increase in the deficit was Mexico’s, from US$ 23.5 
billion in 1993 to US$ 28.1 billion in 1994. Those of Argentina 
and Brazil also grew, by US$ 3 billion and US$ 2.4 billion, 
respectively. Venezuela’s change of sign meant entailed a shift 
from a deficit of US$ 1.8 billion to a healthy surplus of US$ 4.1 
billion. Chile, in turn, considerably reduced its deficit on current 
account, from US$ 2.4 billion in 1993 to US$ 600 million in 1994. 
As a group, the countries of Latin America and the Caribbean 
showed better balances on their current account in 1994, with 
huge reductions in the deficits of the Dominican Republic and 
Guatemala and a rise in Panama’s.

For the fourth year in a row, the region continued in 1994 to 
receive an abundant inflow of capital, close to US$ 57 billion, 
equivalent to 5% of gross domestic product. This, however, was 
a decline of US$ 8.5 billion with respect to 1993, due to a sharp 
drop in bond issues, especially in the second quarter. It should 
be mentioned that bond issues dropped sharply during the 
second quarter of 1994 throughout the world, mostly because 
of the rise in interest rates in the United States. However, other 
kinds of capital flows, including direct investment, supplier credit 
and loans from multilateral agencies increased in 1994.

In a context of turbulent international financial markets and 
political and economic problems in some countries, capital flows 
to the region were sustained reasonably well. Indeed, declines 
in flows were limited to countries with temporary problems, and 
thus were not general. A large part of the decline in capital flows 
during 1994 was concentrated in two countries: Mexico and 
Venezuela.

Mexico recorded in 1994 a net inflow of US$ 19.5 billion, 
US$ 10 billion less than in 1993, due to domestic political 
instability, the rise in United States interest rates, and 
uncerta inty in financia l markets. The decline consisted 
essentially of sharp drops in portfolio investment and other 
capital, since direct investment increased notably. The stock 
market’s net flows remained the same as the year before, 
US$ 10.7 billion. However, money market securities in pesos 
-m ostly treasury certificates ( c e t e s ) -  plummeted from almost 
US$ 7 billion in 1993 to US$ 2.6 billion in 1994. Money market 
securities denominated in foreign currency also declined 
appreciably from US$ 11 billion at the end of last year to US$ 6 
billion at the end of this year. Direct investment, to the contrary, 
soared (67%) from almost US$ 5 billion in 1993 to US$ 8.3 billion 
this year. Thus, Mexico continued to be the main recipient of 
capital flows in the region, capturing more than 30% of external 
resources.

Venezuela had a net outflow of capital, estimated at US$ 4.5 
billion, basically due to the country’s economic instability, with 
crises in the banking system and changes in economic policy. 
A large percentage of that amount corresponds to short-term
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credit and errors and omissions (mostly capital flight), especially 
during the first half of the year. It should be noted that the 
establishment of exchange controls in the third quarter of 1994 
reversed the downward trend on the capital account by forced 
arrears in interest and principal payments and regulations on 
the allocation of foreign currency.

In contrast, several countries saw their capital inflows increase 
during 1994. This increase was particularly noticeable in Peru, 
with a net inflow of US$ 6 billion, a historic high, representing 
almost 12% of g d p . Half of these resources were direct 
investment, and two-thirds came from the privatization of the 
National Telecommunications Company and the Peruvian 
Telephone Company. Colombia recorded an unprecedented 
inflow of almost US$ 3.1 billion, half of which was direct 
investment. It is noteworthy that this huge flow took place in a 
context in which measures were introduced to reduce incentives 
to short-term capital inflows. Paraguay also recorded a large 
inflow of capital in 1994, reaching US$ 1,050 million.

Brazil, a country with considerably improved prospects, 
recorded in 1994 -especially from the second quarter onward- 
higher capital flows than in 1993, reaching US$ 13 billion, 
including almost US$ 2 billion in direct investment, US$ 6 billion 
in portfolio investment, financing through increasingly important 
Eurocommercial and medium-term paper, and other minor 
flows. Net capital flows to Chile increased from US$ 2,850 
million in 1993 to US$ 3,150 million in 1994, in a framework of 
measures designed to discourage certain short-term capital 
inflows. Direct and portfolio investment were similar, estimated 
around US$ 1.5 billion each. It is interesting to note that in June 
of this year foreign direct investment appeared to be heavily 
concentrated in the mining sector (more than 70%). Argentina, 
as in the previous biennium, captured US$ 10.5 in external 
resources, in direct investment, portfolio investment, bank loans 
and supplier credit. Uruguay this year received practically the 
same capital flows as the year before, whereas Bolivia and 
Ecuador showed moderate declines.

The countries of Central America and the Caribbean, as a group, 
received almost US$ 1 billion less in external resources. The 
Dominican Republic saw a net outflow of US$ 80 million in 1994, 
after receiving an inflow of US$ 500 million in 1993. Net inflows 
to Costa Rica and Guatemala fell by half in 1994, and they 
remained almost the same as in 1993 in El Salvador and 
Honduras. Haiti, Panama and N icaragua were the only 
countries of Central America and the Caribbean that increased 
their net capital flows from abroad.

Bond issues in Latin America during the first nine months of 
1994 totalled US$ 13.6 billion, a 27% contraction in relation to 
the US$ 18.7 billion sold in that same period in 1993 (see table 
A .17). More than U3$ 4 billion in bonds were estimated to have 
been issued during the last quarter of 1994, putting the total 
bond issue for the year at US$ 17.5 billion. That would be 
considerably below the level for 1993, but far above that for
1992. It is noteworthy that the fall in bond issues is concentrated 
in the second quarter of 1994 and that they began to recover 
during the third quarter of this year. That suggests that the bond 
market is gradually recovering from the negative impact caused 
by the first rise in United States interest rates and the events in 
Mexico and Venezuela. Fourteen Latin American countries 
participated in the bond market during the first nine months of 
1994. Most of these securities were issued by two countries: 
Mexico, with more than half, and Argentina, with a quarter. The 
rest were issued by Brazil, Chile, Colombia, Jamaica, Panama, 
Peru, Trinidad and Tobago, Uruguay and Venezuela, as well as

Barbados, Bolivia and Costa Rica, recent entries into this 
market.

These 1994 Latin American bonds were characterized by: a 
higher proportion with variable interest rates, owing to the 
upward trend in interest rates and to the volatility of the markets; 
larger margins over the reference rates at which borrowers can 
sell their bonds, which increases their costs; and a decline 
during the first half of 1994 in the proportion of bonds sold by 
the private sector, a trend that reversed during the third quarter. 
That trend and longer maturity terms, especially on Mexico’s 
bonds, are other indications that the bond market is returning to 
normal behaviour.

Stock purchases in both local and foreign markets provided a 
new source of foreign capital in 1994, mostly in the United 
States. Earnings in dollar terms, which were appreciable in
1993, dropped sharply in some countries and even showed 
losses. Share prices in mid-November of this year, compared 
with those at the end of 1993, fell in Venezuela (-32%), 
Argentina and Mexico (-14%), and rose in Brazil (84%), Peru 
(58%) and Chile (47%), with the weighted average for share 
prices in Latin America rising by 12%, significantly higher than 
European markets, which fell by 11%, and also the emerging 
Asian markets, which rose by only 2% (see table A. 19).

Numerous Latin American enterprises continued to sell shares 
in American Depositary receipts (a d r s )  in the United States 
market, and to a lesser extent, global depositary receipts ( G d r s ) 

in the world stock market. During the first nine months of the 
year, international sales of new Latin American issues (fresh 
capital) were almost US$ 3.8 billion, a 12% increase with respect 
to the same period the year before (see table A. 13). Mexico was 
responsible for close to 40% of that amount, and for the rest 
enterprises in Argentina, Brazil, Chile, Colombia and Peru. Of 
these countries, large amounts went to Brazil (US$900 million), 
Argentina (US$ 570 million) and Chile (US$ 480 million). Peru, 
which attracted US$ 130 million during the first nine months of
1994, is awakening a growing interest among investors.

Institutional investors continue to show interest in portfolio 
investment, but they are paying more attention to the prestige 
of the enterprises and their liquidity. In recent months, some 
Latin American enterprises that sold a d r s  saw the price of their 
shares drop considerably. It is estimated that the amount of 
regional stock sales to foreigners will by the end of the year be 
at least similar to that of 1993.

Net credit from international commercial banks to the region was 
negative by US$ 2,250 million at the end of June 1994, 
according to figures from the Bank for International Settlements. 
That amount was produced by two opposing movements. On 
the one hand, in June 1994 Brazil’s commercial debt of US$ 64 
billion was reduced by US$ 4.4 billion with respect to the end of 
1993, due to the implementation of the Brady agreement to 
reduce external debt; also in the first half of the year, 
Venezuela’s bank loans were reduced by US$ 1,850 million, 
reflecting the difficulties of the domestic banking system. On the 
other hand, the level of credit rose during the first half of the year 
in Mexico (US$ 1.7 billion), Colombia (US$ 930 million), Chile 
(US$ 500 million) and Argentina (US$ 1,020 million), which also 
secured a syndicated loan for US$ 500 million during the third 
quarter of 1994. That syndicated loan could signal the beginning 
of greater access to this kind of loan for Latin American 
countries. In fact, the region as a whole obtained US$ 3.6 billion 
in syndicated loans during the first nine months of 1994, 
US$ 1.8 billion of which was granted during the third quarter.
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The net transfer of resources towards Latin America and the 
Caribbean continued to be positive for the fourth consecutive 
year, albeit 35% less than in 1993 (see table A .16). The net 
transfer of resources was only US$ 21 billion in 1994, as 
opposed to US$ 32 billion the year before. Most of the reduction 
in net transfer was in Mexico, Venezuela and the countries of 
Central America and the Caribbean. Transfers were strongly 
negative in Venezuela (-US$ 6.2 billion) and the Dominican 
Republic (-US$ 225 million), while transfers to Mexico declined 
notably from US$ 18.6 billion in 1993 to only US$ 7.4 billion in 
1994. Eight other countries reduced their net transfer, including 
Guatemala, Bolivia, Costa Rica and Ecuador. Argentina, to the 
contrary, continued to receive a comfortably positive amount 
(US$ 6 billion). Peru almost trebled its 1993 transfer, reaching 
US$ 5 billion, and Brazil reversed its negative transfer in 1993 
to US$ 2 billion in 1994.

d) External debt

i) General trends. The external debt of Latin America and the 
Caribbean grew by almost US$ 30 billion in 1994, reaching US$ 
534 billion by the end of the year (see table A.20). This is an 
increase of 5.8%, a somewhat lower rate than that of 1993. The 
debt increased mostly because of bond issues for an estimated 
US$ 17 billion. Bond sales played a key role in the larger 
economies; in the January-September 1994 period, bonds sold 
by Argentina, Brazil and Mexico represented 85% of the bonds 
issued by Latin American countries. Eurocommercial and 
medium-term paper, syndicated loans and supplier credit added 
to the debt, as well as exchange rate variations owing to the 
depreciation of the dollar, especially in relation to the mark and 
the yen. In other countries, especially in the smaller economies, 
loans from multilateral bodies and bilateral sources increased 
their overseas liabilities. On the other hand, Brazil, the 
Dominican Republic and Ecuador lowered the ir rate or 
d im in ished  th e ir  ind eb te dn ess  th rough  d eb t-reduction  
operations in the framework of the Brady Plan.

The external debt varied slightly in most Latin American 
countries. The Dominican Republic, however, reduced its debt 
by 10%, essentially by restructuring the external commercial 
debt through the Brady Plan. Only four countries increased their 
debt significantly. The expansion of indebtedness in Colombia 
(15%) and Chile (9%) was due to strong growth in private debt, 
since in both cases public sector external liabilities diminished. 
The increase in Bolivia’s debt (12%), to the contrary, came 
mostly from the public sector. Argentina’s debt also increased 
by 10%, most of it, apparently, from the public sector. Five other 
countries, Honduras, Mexico, Nicaragua, Peru and Trinidad and 
Tobago, increased their external debt by between 4% and 7%, 
most of it in the public sector. The rest of the Latin American 
countries showed only minor changes.

The secondary market reacted selectively to events in Mexico 
and Venezuela and the ongoing process of recovering from a 
decade of debt crisis. Apart from those two countries, others in 
the region recorded insignificant changes in the price of their 
debt in 1994. Between April and October 1994, Brazil, Panama 
and Peru showed the largest recoveries in the region. The price 
for the debt of Jamaica (85%), Chile (95%) and Colombia (90%) 
remained stable throughout the year.

ii) The debt burden. The Latin American debt burden, as it has 
since 1987, continued to decline. The coefficient of interest 
payments, as a percentage of exports of goods and services, 
remained the same as in the previous biennium, around 20%, 
which is still high. It should be mentioned that this coefficient 
was close to 40% in 1982-1983 (see table A.21). In 1994, only

six Latin American countries (Costa Rica, Chile, Dominican 
R epublic, El S a lvador, G uatem ala  and Paraguay) had 
coefficients lower or around 10%, the figure which most analysts 
consider acceptable. All the others are still above that figure. 
Six other countries recorded coefficients above or equal to 20%: 
Nicaragua (110%), Mexico (24%), Brazil and Peru (22%), 
Argentina and Honduras (20%).

The decline in the ratio between interest over exports in 1994 
was the result of a vigorous expansion of exports of goods and 
services far above the rise in interest payments. External sales 
went from US$ 170 billion in 1993 to around US$ 195 billion in 
1994, while net payments of interest and profits increased from 
US$ 32.9 billion to US$ 35.6 billion, due to the rise in 
international interest rates. (The l i b o r  rate applied to adjustable 
external debt rose from 3.5% in 1993 to 3.9% in 1994). The 
expansion of the external debt, most of which is at adjustable 
interest rates, and the rise in the cost of intermediation in the 
case of bonds also explain the increased payments.

Thanks to the moderate expansion of external debt and the 
s trong  grow th  of expo rts , Latin Am erica  im proved its 
debt/exports ratio to 280%, a figure similar to the one the region 
had before the debt crisis, although still higher than the 1980 
figure (250%) (see fable A.22).

All the countries of the region, with the exception of Haiti and 
Paraguay, improved that indicator. Beyond a doubt, Nicaragua 
and Haiti have such high figures (2,700% and 1,160%, 
respectively) that they require special attention, including 
sizable cancellations of external debt. The indicators of Peru 
(433%) and Argentina (412%) are also cause for concern. Peru 
is restructuring its commercial debt, which it will probably 
complete during 1995 in the framework of the Brady Plan. 
Argentina, although with a high level, has gradually reduced that 
indicator since 1987, when it was at a record 717%. A group of 
countries comprised of Brazil, Honduras, Ecuador and Uruguay, 
has coefficients between 330% and 280%; all these economies 
have steadily lowered this ratio over the last few years. Mexico 
has stabilized its coefficient over the last five years 
around 270%. The following countries have achieved more 
comfortable debt/exports ratios: Venezuela (222%), Colombia 
(177%), El Salvador (166%), Dominican Republic (161%), Chile 
(145%), Costa Rica (123%), Guatemala (97%) and Paraguay 
(71%).

iii) Renegotiation o f the external debt. In August 1994 the 
G overnm ent of the Dom inican Republic term inated the 
renegotiation of its debt with commercial banks, a process that 
began in 1993. The agreement combines the normal conditions 
of the Brady Plan with an added option which allows for even 
more debt reduction. It applies US$ 1,250 million to the principal 
and interest arrears. The menu of options with respect to the 
principal includes: a buyback at 25% of face value, a 30-year 
discount bond with a grace period and a discount of 35% and 
an interest rate of 0.81% over l i b o r , and an 18-year par-value 
bond with a nine-year grace period, and a yield of 3% the first 
two years, 3.5% the third and fourth years, 4% the fifth and sixth, 
and 0.81% over l i b o r  the following years. The discount bonds 
are secured by a zero-coupon United States Treasury bond and 
a renewable interest guarantee; the par-value bonds have no 
collateral. With respect to interest arrears, 12.5% must be paid 
in cash and the remainder converted to 15-year bonds with a 
yield of 0,8125% over l i b o r . By reaching the agreement with 
private foreign banks in August 1994, the debt was reduced from 
US$ 1,250 million to US$ 520 million, US$ 329 of which was 
automatically redeemed with zero-coupon bonds.
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In October 1994, Ecuador restructured its external commercial 
debt in the framework of the Brady Plan, including US$ 4.5 
million in amortization and US$ 3.4 billion in interest arrears. 
The menu of options for the principal includes: a 30-year 
discount bond with a grace period at a 45% discount and interest 
rate of 0.81% over l i b o r , and a 30-year par-value bond with a 
grace period and with interest rates rising from 3% to 5%. Bonds 
issued by the Government of Ecuador are secured by the 
zero-coupon United States Treasury bonds. By August 1994, 
95% of the creditors had made their option, 58% for the discount 
bonds and 42% for the par-value bonds. Most of the interest will 
be paid over 20 years, with 10 years grace and at interest rates 
of 0.81 % over l i b o r . The country financed the restructuring with 
the collaboration of the International Monetary Fund ( i m f ) ,

Inter-American Development Bank ( I D B )  and the World Bank, 
with which it signed a structural adjustment programme.

At the end of the year, Panama and Peru continued their 
preparations to restructure their debt with commercial banks in 
the framework of the Brady Plan. The recognition of a debt with 
a United States bank by the Peruvian Congress and the 
withdrawal of legal actions initiated in 1990 by creditor banks 
against the Government of Peru were key steps in arriving at an 
agreement.

In 1994, o n ly  E cu ad o r and G u a te m a la  re s tru c tu re d  
amortizations with the Paris Club, for US$ 390 million and 
US$ 73 million, respectively.
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Table A.l
LATIN AMERICA AND THE CARIBBEAN; MAES ECONOMIC INDICATORS ‘

Indicators 1987 1988 1989 1990 1991 1992 1993 1994*’

Gross domestic product at market 
prices (index, base year 1980=100) 110.6 111.5 112.6 112.9 116.8 120.3 124.1 128.7

Population (millions of inhabitants) 399.4 407.2 415.1 423.1 430.8 438.9 447.0 455.2

Per capita gross domestic product 
(index, base year 1980=1(10) 95.6 94.5 93.6 92.1 93.6 94.6 95,8 97.6

Rates of variation

Gross domestic product 3.2 0.8 1.0 0.3 3.5 3.0 3.2 3.7
Per capita gross domestic product 1.2 -1.2 - 1.0 - 1.6 1.6 1.1 1,3 1.9

Consumer prices 209.2 776.8 1 212.6 1 191.7 199.7 419.0 887,6 465.4

Terms of trade (goods) 0.4 -1.3 -0.4 - 1.6 -7.1 -5.4 - 1.2 2,8

Purchasing power of exports of goods 8.0 9.1 2.3 5.0 -2.5 2.4 5.3 11.0

Current value of exports of goods 14.6 14.7 9.7 9.7 -0.7 5.2 5,1 14.3

Current value of imports of goods 12.6 14.0 6.6 15.8 18.2 23.0 8,4 14.7

Billions of dollars

Exports of goods 88.2 101.2 111.0 121.8 120.9 127.2 133.7 152.8
Imports of goods 67.2 76.7 81.7 94.6 111.8 137.5 149.0 171.0

Trade balance (goods) 21.6 24.5 29.3 27.3 9.1 -10.3 -15,3 -18.2

Balance of profits and interest -31.3 -34.3 -37.9 -33.1 -31.4 -31.0 -32,9 -35.6
Balance on current account -10.8 - 11.2 -6.9 -3.6 -18.8 -37.1 -46.0 -49.7

Balance on capital account ® 15.1 5.5 9.9 17.7 38.0 61.7 65.1 56.6
Global balance ^ 4.3 -5.7 3.0 14.1 19.2 24.6 19.1 6.8

Total gross external debt ® 427.6 419.5 423.1 441.5 456.0 474.1 504.5 533.8
Net transfer of resources -16.2 -28.8 -28.0 -15.4 6.6 30.7 32.2 21.0
Source: eclac, on the basis of official information.
“ The figures for the gross domestic product and consumer prices refer to the group of countries included in table A.2, except Cuba 

(23 countries) and table A.5, respectively. The data on the external sector correspond to the 19 countries listed in the table on 
the balance of payments of Latin American and the Caribbean. Preliminary estimates, subject to revision. Variation 
from December to December. Includes net unrequited private transfer payments. '  Includes long- and short-term capital, 
unrequited official transfer payments, and errors and omissions. ' Corresponds to the variation in international reserves (of 
opposite sign) plus counterpart items. * See the notes to table A.20. Corresponds to balance on capital account less balance 
of profits and interest.
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Table A.2
LATIN AMERICA AND THE CARIBBEAN; TOTAL GROSS DOMESTIC PRODUCT

(Percentages based on values at 1980 prices)

Annual rates of variation Cumulative
variation

1988 1989 1990 1991 1992 1993 1994" 1981-
1990

1991
1994‘

Latin America and 
the Caribbean “ 0.8 1.0 0.3 3.5 3.0 3.2 3.7 12.9 14.0
Oil-exporting
countries 2.0 0.1 4.1 4.5 3.2 1.3 2.5 15.1 11.9
Bolivia 1.2 3.7 4.8 4.9 2.1 4.3 4.0 -0.1 16.5
Colombia 4,2 3.5 4.0 1.8 3.6 4.9 5,0 43,6 16,2
Ecuador 8.8 0,2 2.0 4.9 3.4 2.2 4.0 20.4 15,2
Mexico 1.2 3.3 4.4 3.6 2.8 ‘ 0.6 3.0 17 9 10.5
Peru -8.4 -11.5 -5.6 2.6 -2.3 6.5 11.0 -11.4 18.5
Trinidad and Tobago -3.1 -0.4 1.9 1,8 -2.3 -3.0 4,0 -19.9 0.3
Venezuela 5.9 -7.8 6.8 9.7 5.8 -0.2 -4.0 4,2 11.5
Non-oil-e^orting
countries -0.1 1.5 -2.4 2.8 2.8 4.6 4.7 11.3 15.7
South America -0.1 1.2 -2.7 2.8 2.6 4.7 4.8 10.9 15.9
Argentina -2.1 -6.2 -0.1 8.9 8.7 6.0 6.0 -8.7 32.8
Brazil -0.1 3,2 -4.4 0.2 -0.8 4.1 4.5 18.0 8.2
Chile 7,0 9.6 2.8 5.7 9,8 5.6 4.5 31,2 27.8
Guyana -2.3 -4.8 -2.7 5.8 7,4 8,0 8,0 -22,4 32,5
Paraguay 6.7 5.9 3,1 2.3 1.7 3.9 3.0 36.6 11.4
Suriname 7.8 4.2 0.1 3.5 5.8 -4,5 4.8 4.5'
Uruguay
Central America and 
the Caribbean ”

0.0 1.3 0.9 3.2 7.7 1.5 4.5 4.7 17.9

-0.1 4.8 1.3 2.1 4.6 3.5 3.1 15.5 14.4
Bahamas 2.3 2.0 4,8 -3.2 1,0 2.4 31.2 0 ,1'
Barbados 3.6 3.7 -3.2 -4.3 -4.2 -0.4 4.0 9.5 -5.0
Belize 6.1 13.2 10.2 3.5 9.8 3,8 56.0 18.1'
Cuba‘S 2,2 0.8 -3.1 -25,0 -14.0 - 10,0 -3.1 -41.9'
Haiti 0.9 1.0 -0.2 -3.0 -14.5 -4.7 -lo.b -3.8 -28.9
Jamaica 2.6 7.0 6.1 0,9 1.4 1.2 1.0 23.8 4,4
Panama -15.9 -0.2 5.2 9.2 8,4 5,6 5,0 6.3 31.1
Dominican Republic 
Central American

0,8 11.3 -5.0 0.5 6,8 2,3 4.0 29.9 14.3

Common Market 1.8 3.3 2.3 2.7 5.2 4.5 3.2 9.9 16.6
Costa Rica 3.2 5.5 3.4 . 2.1 7.3 6.1 . 4.5 25.1 21.5
El Salvador 1.5 1,1 3.4 3.3 5.3 4.7 5.0 -1.1 19.6
Guatemala 4.0 3.7 2.9 3.5 4,9 3.8 3.5 8,8 16,8
Honduras 4,9 4.7 -0.4 2.3 6.1 6.5 -1.5 25.5 14.1
Nicaragua -12,4 -1.7 -0.1 -0.2 0.4 -0.9 2.5 - 12.8 1.9
OECS countries 8.3 6.1 4.7 3.3 3.9 2.3 2.7 78.7 7.7'
Antigua and Barbuda 7.7 6.3 3.5 4.3 1.7 3.4 86.5 9,6'
Dominica 7.4 - 1.1 6.4 2,3 2.8 1.8 53.5 7.1'
Grenada 2.4 5.8 5.2 3.6 1.2 -0,4 2.5 61.8 6,8
Saint Kitts and Nevis 9.8 6.7 3.0 3.8 3.6 4.0 75.0 11.8 '
Saint Lucia 
Saint Vincent and

12.7 8.5 4.4 2.3 7.1 3,1 93.5 13.0'

the Grenadines 8.6 7.2 7.0 3.1 6.5 1.4 3.0 87.0 14,9
Latin America and 
the Caribbean
(excluding Cuba 
and Brazil) 1.2 -0.2 2.9 5.2 4.8 2.8 3.4 10.4 17.2
Source: e c l a c , on ihe basis of official information. Figures were converted into dollars at constant 1980 prices.
Note: Totals and subtotals exclude where applicable, those countries for which no information is provided.
“ Preliminary estimates, subject to revision. Figures for 1994 have been rounded to the nearest ten or five. ° Does not include 

Cuba. Refers to total social product. DECS = Organization of Eastern Caribbean States. Refers to the period 
1990-1993.
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Table A.3
LATIN AMERICA AND THE CARIBBEAN: PER CAPITA GROSS DOMESTIC PRODUCT

(Percentages based on values at 1980prices)

Annual rates of variation Cumulative
variation

1988 1989 1990 1991 1992 1993 1994" 1981-
1990

1991-
1994"

Latín America and 
the Caribbean -1.2 -1.0 -1.6 1.6 1.1 1.3 1.9 -7.9 6.1
Oil-exporting
countries -0.1 -1.8 2.1 2.4 1.2 -0.6 0.6 -7.2 3.7
Bolivia - 1.0 1.4 2.4 2.5 -0.4 1.8 1.7 -18.6 5.8
Colombia 2.3 1.7 2:2 0.1 1.9 3.1 3.3 17.9 8.6
Ecuador 6.2 -2.2 -0.3 2.5 1.1 0.0 1.7 -6.6 5.3
Mexico -0.7 1.4 2.5 1.7 0.9 - 1.2 1.3 -4.3 2.7
Peru - 10.2 -13.2 -7.5 0.6 -4.1 4.4 8.9 -28.9 9.6
Trinidad and Tobago -4.3 -1.2 0.2 0.7 -3.4 -4.0 2.9 -29.9 -4.0
Venezuela 3.1 - 10.2 4.2 7.1 3.4 -2.4 -5.9 -19.4 1.7
Non-oil-exporting 
countries ̂ -1.9 -0.4 -4.2 1.0 1.0 2.7 2.9 -8.5 7.8
South America -1.8 -0.5 -4.4 1.1 1.0 3.0 3.2 -8.2 8.5
Argentina -3.5 -7.5 -1.4 7.5 7.3 4.8 4.6 -21.2 26.4
Brazil -1.9 1.3 -6.2 -1.5 -2.5 2.3 2.8 -3.6 1.0
Chile 5.2 7.7 1.1 3.9 8.0 3.8 2.6 11.7 19.6
Guyana -2.4 -4.8 -2.8 5.4 6.4 7.0 7.0 -25.8 28.3
Paraguay 3.4 2.7 0.1 -0.6 - 1.1 1.1 0.2 -0.8 -0.4
Suriname 6.5 3.3 -1.4 2.3 4.6 -5.6 1.1®
Uruguay -0.6 0.7 0.3 2.6 7.1 0.9 3.9 -1.4 15.2
Central America and 
the Caribbean “ -2.3 2.4 -1.0 0.3 2.1 1.0 0.6 -7.9 4.3
Bahamas 0.5 1.1 2.0 -4.8 -0.7 0.7 7.7 -4.7®
Barbados 3.2 2.8 -3.0 -4.6 -4.6 -0.8 3.6 6.1 -6.4
Belize 3.4 12.2 5.5 0.9 7.0 1.2 20.5 9.3®
Cuba‘S 1.2 -0.2 -4.0 -25.7 -14.7 -10.7 -4.0 -43.4®
Haiti - 1.1 - 1.0 -2.2 -4.9 -16.2 -6.6 - 11.8 -20.6 -34.4
Jamaica 2.1 6.1 6.0 11.9 -0.1 -0.5 -0.9 11.6 10.2
Panama -17.6 -2.2 3.1 7.2 6.4 3.6 2.9 -13.6 21.6
Dominican Republic -1.4 8.9 -7.0 -1.5 4.7 0.4 2.1 4.1 5.7
Central American 
Common Market -0.8 0.6 -0.4 -0.1 2.3 1.5 0.3 -14.9 4.1
Costa Rica 0.4 2.6 0.7 -0.4 4.6 3.6 2.1 -5.8 10.2
El Salvador -0.3 -0.8 1.4 1.2 3.0 2.4 2.7 -13.5 9.6
Guatemala 1.0 0.8 0.0 0.6 1.9 0.8 0.8 -18.2 4.1
Honduras 1.7 1.6 -3.4 -0.7 3.0 3.4 -4.2 -8.2 1.3
Nicaragua -14.5 -4.3 -3.1 -3.6 -3.4 -4.7 -1.3 -33.5 -12.4
OECS countries 7.5 5.3 4.1 2.5 3.1 1.7 2.1 68.2 5.8®
Antigua and Barbuda 6.8 5.3 2.6 3.3 0.7 2.4 70.8 7.6®
Dominica 7.7 -2.0 7.9 2.3 2.8 1.8 60.0 7.1®
Grenada 2.2 4.9 5.7 3.4 1.0 -0.7 2.1 58.2 5.9
Saint Kitts and Nevis 10.3 7.7 3.0 3.8 3.6 6.5 95.8 14.5®
Saint Lucia 11.1 7.5 2.4 1.0 5.7 1.8 67.3 8.6®
Saint Vincent and 
the Grenadines 7.6 6.2 5.9 2.2 5.6 0.5 2.3 71.3 10.8
Latin America and 
the Caribbean
(excluding Cuba 
and Brazil) -0.7 -2.2 0.9 3.3 2.8 0.8 1.5 -10.0 8.7
Source: e c l a c , on the basis of official information. Figures were converted into dollars at constant 1980 prices. 
Note: Totals and subtotals exclude, where applicable, those countries for which no information is provided.
“ Preliminary estimates, subject to revision. *’ Does not include Cuba. refers to total social product.

DECS = Organization of Eastern Caribbean States. Refers to the period 1990-1993.
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Table A.4
LATIN AMERICA AND THE CARIBBEAN: URBAN UNEMPLOYMENT

(Average annual rates)

1986 1987 1988 1989 1990 1991 1992 1993 1994“

Argentina*’ 5.6 5.9 6.3 7.6 7.5 6.5 7.0 9.6 11.2

Bolivia“’ 7.0 7.2 11.6 10.2 9.5 7.3 5.8 5.4 5.8
Brazil“* 3.6 3.7 3.8 3.3 4.3 4.8 5.8 5.3 5.5
Chile“’ 13.1 11.9 10.2 7.2 6.5 7.3 4.9 4.0 6.2

Colombia* 13.5 11.8 11.3 10.0 10.2 10.2 10.2 8.7 9.3
Costa Rica® 6.7 5.9 6.3 3.7 5.4 6.0 4.3 4.0
Ecuador ** 10.7 7.2 7.4 7.9 6.1 8.5 8.9 8.9 8.1

El Salvador' 9.4 8.4 10.0 7.5 7.9 8.1 7.2
Guatemala-* 14.0 11.4 8.8 6.2 6A 6.7 6.1 5.5
Honduras 12.1 11.4 8.7 7.2 7.8 7.4 6.0 5.9
Mexico ’ 4.3 3.9 3.5 2.9 2.7 2.7 2.8 3.4 3.7
Nicaragua* 4.7 5.8 6.0 8.4 11.1 14.2 17.8 21.8 23,5
Panama 12.7 14.1 21.1 20.4 20.0 16.1 14.2 12.5 12.0

Paraguay " 6.1 5.5 4.7 6.1 6.6 5.1 5.3 5.1 5.1
Peru“’ 5.4 4.8 7.1 7.9 8.3 5.9 9.4 9.9 9.5
Uruguay ^ 10.7 9.3 9.1 8.6 9.3 8.9 9.0 8.4 9.0
Venezuela “* 12.1 9.9 7.9 9.7 11.0 10.1 8.0 6.6 8.9
Source: eclac and International Labour Organisation (iLO)on the basis of official information.
 ̂Preliminary figures. National urban. National. From 1991 onwards, refers to the capitals of nine departments. 
Metropolitan areas of Rio de Janeiro, Sao Paulo, Belo Horizonte, Porto Alegre, Salvador and Recife. 1994 figure corresponds 
to the average for January-August. '  Data relate to the Santiago metropolitan area; 1994 figure corresponds to the average 
for January-October. Bogotá, Barranquilla, Medellin, Cali, Bucaramanga, Manizales and Pasto. 1994 figure corresponds 
to the average for March, June and September. * From 1987 onwards the figures are not strictly comparable to those for 
preceding periods, owing to changes in the methodology for multi-purpose household surveys. Up to 1987; Quito, 
Guayaquil and Cuenca; since 1988: total urban; 1994: estimate based on data for July, ' National urban, 1944 figure refers 
to first three quarters of year.  ̂Country total. 1986, urban labour force survey; 1987: Central District and San Pedro 
Sula and five cities; from 1988 onwards: national urban; 1993 figure refers to March. ' Total urban. 1994 figure corresponds 
to the average of January to September. "" Metropol itan Region. 1991-1994, national. " Asunción, Fernando de la Mora, 
Cambaré and the urban areas of Luque and San Lorenzo. 1994: estimate based on figures for the entire country. ° Metropolitan
Lima. Montevideo; 1994 figure corresponds to the average for January-October. 1993-1994, national; 1994 figure 
refers to first six months of year.
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Table A.5
LATIN AMERICA AND THE CARIBBEAN; VARIATIONS IN CONSUMER PRICE INDEXES

(December-December variations)

1986 1987 1988 1989 1990 1991 1992 1993 1994“

Latin America and 
the Caribbean 63.9 209.2 776.8 1 212.6 1191.7 199.7 419.0 887.6 465.4
Argentina 81.9 174.8 387.7 4 923.3 1 343.9 84.0 17.6 7.7 3.6
Barbados -0.5 6.3 4.4 6.6 3.4 8.1 3.4 - 1.0 -0.6
Bolivia 66.0 10.7 21.5 16.6 18.0 14.5 10.5 9.4 8.9*'
Brazil 58.6 394.6 993.3 1 863.6 1 584.6 475.8 1 149.1 2 489.1 1 294.0
Chile 17.4 21.4 12.7 21.4 27.3 18.7 12.7 12.2 8.9
Colombia 21.0 24.0 28.2 26.1 32.4 26.8 25.2 22.6 23.0
Costa Rica 15.4 16.4 25.3 10.0 27.3 25.3 17.0 9.0 17.4
Ecuador 27.3 32.5 85.7 54.3 49.5 49.0 60.2 31.0 24.5
El Salvador 30.3 19.6 18.2 23.5 19.3 9.8 20.0 12.1 9.4
Guatemala 21.4 9.3 12.3 20.2 59.6 10.2 14.2 11.6 12.5
Haiti -11.4 -4.1 8.6 10.9 26.1 6.6 18.0 39.3
Honduras 3.2 2.9 6.6 11.4 36.4 21.4 6.5 13.1 28.0
Jamaica 10.4 8.4 8.9 17.2 29.7 80.2 40.2 30.1 32.6
Mexico 105.7 159.2 51.7 19.7 29.9 18.9 11.9 8.0 6.9
Nicaragua 747.4 1 347.2 33 547.6 1 689.1 13 490.2 775.4 3.5 19.5 12.2
Panama 0.4 0.9 0.3 -0.2 0.8 1.1 1.6 0.9 1.8 ^
Paraguay 24.1 32.0 16.9 28.5 44.1 11.8 17.8 20.4 18.7
Peru 62.9 114.5 1 722.6 2 775.3 7 649.6 139.2 56.7 39.5 17.5
Dominican Republic 6.5 25.0 57.6 41.2 100.7 3.9 6.7 2.7 11.4 

6.4 ^Trinidad and Tobago 9.9 8.3 12.1 9.3 9.5 2.3 8.5 13.5
Uruguay 70.6 57.3 69.0 89.2 129.0 81.3 59.0 52.9 44.7
Venezuela 12.7 40.3 35.5 81.0 36.5 31.0 31.9 45.9 70.9
Source: eclac, on the basis of information provided by official national institutions.
“ Figures correspond to the variation in prices during the 12-month period ending in the month indicated for each country. 

Excluding Haiti. ° Corresponds to the variation between November 1993 and November 1994. Corresponds to the 
variation between August 1993 and August 1994. '  Corresponds to the variation between October 1993 and October 1994.

Corresponds to the variation between September 1993 and September 1994.
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Table A .6
LATIN AMERICA AND THE CARIBBEAN; AVERAGE REAL WAGES

1986 1987 1988 1989 1990 1991 1992 1993 1994‘

Average annual indexes (1980 = 100)

Argentina 107.5 96.9 93.7 75.8 79.4 80.5 81.6 80.3 85.7
Brazil

Rio de Janeiro 122.9 101.5 105.7 108.2 87.0 92.2 115.3 119.5 109.2
Sao Paulo 137.3 127.7 138.3 149.1 130.8 125.4 138.1 151.9 162.7

Chile 95.1 94.8 101.1 103.0 104.8 110.1 115.1 118.6 124.6
Colombia 120.1 119.2 117.7 119.5 116.0 115.3 117.3 122.8 122.2

Costa Rica ® 98.0 88.5 84.5 85.1 86.5 82.5 85.9 94.7
Mexico *’ 73.2 72.0 71.3 77.8 79.4 84.7 92.9 100.2 99.4
Peru ' 101.1 108.9 82.1 44.8 39.1 42.1 41.6 41.3 47.4

Uruguay-' 71.7 75.0 76.0 75.8 70.4 73.0 74.6 78.2 79.2

Percentage variation

Argentina -0.3 -9.9 -3.3 -19.1 4.7 1.4 1.4 - 1.6 6.7
Brazil

Rio de Janeiro 9.9 -17.4 4.1 2.4 -19.6 6.0 25.1 3.6 -8.6

Sao Paulo ** 25.2 -5.0 8.3 7.8 -14.0 -4.1 10.1 10.0 7.1
Chile 1.7 -0.3 6.6 1.9 1.7 5.1 4.5 3.0 5.1
Colombia 4.8 -0.7 -1.3 1.5 -2.9 -0.6 1.7 4.7 -0.5
Costa Rica ® 6.1 -9.7 -4.5 0.7 1.6 -4.6 4.1 10.2

Mexico *’ -5.8 -0.3 0.6 9.1 2.1 6.7 9.7 7.9 -0.8
Peru' 30.3 7.7 -24.6 -45.4 -12.7 7.7 - 1.2 -0.7 14.8
Uruguay-' 6.5 4.6 1.3 -0.3 -7.1 3.7 2.2 4.8 1.3
Source ; eclac, on the basis of official figures.
“ Preliminary figures. '’Average total wages in manufacturing. 1994: January-September average.
” Average wages in manufacturing deflated by the CPi for Rio de Janeiro; 1994; January-August average. “* Wages in 

manufacturing in the State of Sao Paulo, deflated by the cost-of-living index for the city of Sao Paulo. 1994; January-August 
average. Until April 1993, average wages of non-agricultural wage-earners. From May 1993 onwards, general index of 
hourly wages, base April 1993 = 100; 1994 January-October average. '  Wages of manual workers in manufacturing. 1994: 
January-July average. ® Average remuneration declared by persons covered by the social security system, Average 
wages in manufacmring. 1994: January-July average. ' Wages of private-sector manual workers in the Lima metropolitan 
area. 1994: Average of February, April and June.  ̂ Index of average real wages. 1994: January-October average.
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Table A.7
LATIN AMERICA AND THE CARIBBEAN: PUBLIC SECTOR DEFICIT (-) 

OR SURPLUS AT CURRENT PRICES
(Percentages o f  gross domestic product)

Coverage 1988 1989 1990 1991 1992 1993 1994*’

Argentina NNFPS -6.0 -3.8 -3.8 -1.6 0.4 1.1 0.1®
Bolivia NFPS -7.5 -5.0 -4.0 -4.2 -5.3 -6.5 -4.0

Brazil NFPS"* -4.8 -6.9 1.2 1.4 -2.1 0.3 -
Chile NFPS 3.5 5.0 3.1 2.2 2.9 2.0 1.3
Colombia NFPS® -2.5 -2.4 -0.3 0.1 -0.3 0.2 -
Costa Rica CG -2.5 -4.1 -4.4 -3.2 -1.9 -1.9 -4.6

Ecuador NFPS -5.3 - 1.6 0.6 -1.0 -1.7 -0.4 -0.5
El Salvador CG -3.2 -4.9 -3.2 -4.6 -4.7 -3.0 - 1.6

Guatemala CG -2.5 -3.8 -2.3 -0.1 -0.5 -1.5 - 1.6

Haiti CG -5.2 -6.6 - 1.0 - -2.6 -2.3
Honduras CF -6.9 -7.4 -6.4 -3.3 -4.9 -9.2 -7.0
Mexico CPS -12.5 -5.7 -4.0 -0.4 1.6 0.7 0.4

CG -9.7 -5.1 -2.8 0.2 1.6 0.7
Nicaragua CG -26.6 -6.7 -17.2 -7.5 -7.6 -6.3 -8.3
Panama CG -5.4 -7.1 6.8 -2.7 -1.4 -0.6 -
Paraguay CG 0.7 1.5 3.0 4.4 -0.1 -0.2

Peru CG -2.5 -4.2 -2.5 -1.5 - 1.6 -1.4
Dominican
Republic CG - 1.6 -0.1 0.3 0.8 2.6 -0.3 -0.9
Uruguay CPS -4.5 -6.1 -2.5 - 0.5 -1.5 -2.5

NFPS - 1.8 -2.8 1.1 2.3 2.1 -0.7 -1.7
Venezuela NFPS -8.6 -1.3 1.0 0.6 -5.8 -3.5 -7.0

Source: eclac, on the basis of official figures.
Note: The following abbreviations are used in this table: CG = Central Government. NFPS = Non-financial public sector.

NNFPS = National non-financial public sector, excluding provinces and municipalities. CPS = Consolidated public sector. 
“ Calculated on the basis of figures in local currency at current prices. Preliminary estimates. From 1992 onwards, the

information corresponds to cash flow statistics. 
' Net transfers.

Estimates based on the financing needs of the consolidated public sector.
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Table A .8
LATIN AMERICA AND THE CARIBBEAN: REAL EFFECTIVE 

EXCHANGE RATE INDEXES FOR EXPORTS "
(Prepared on the basis o f  consumer price indexes)

Country 1978 1979-
1981

1982-
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994̂ "

Argentina 102.7 68.2 99.5 100.2 122.4 129.7 143.1 100.0 83.3 77.5 74.4 76.3

Bolivia 69.7 65.5 53.3 67.9 69.8 74.1 71.9 100.0 108.3 116.1 119.9 126.3
Brazil 100.1 123.4 135.0 160.7 156.8 143.2 108.4 100.0 118.5 126.5 111.3 96.2

Chile 58.6 50.1 57.5 88.4 96.3 102.0 96.4 100.0 98.9 94.8 96.1 95.0

Colombia 54.1 51.1 50.9 77.0 85.2 86.5 88.8 100.0 101.0 89.5 83.3 76.3

Costa Rica 61.7 79.7 95.5 95.7 99.6 104.0 98.0 100.0 108.3 103.1 100.6 101.9
Ecuador 47.4 47.0 54.8 68.7 78.8 92.3 94.6 100.0 95.2 94.7 83.9 77.6

El Salvador 151.2 134.8 91.8 117.9 99.7 86.9 82.8 100.0 98.4 98.2 87.5 82.8
Guatemala 55.7 54.9 51.5 65.2 84.1 85.0 85.4 100.0 87.9 86.5 87.8 84.6

Haiti" 86.7 82.4 70.7 75.0 88.2 93.1 96.4 100.0 92.8 96.2 110.2

Honduras 70.6 66.4 55.3 56.6 60.3 60.4 56.1 100.0 107.9 102.2 111.5 125.9

Mexico 89.0 76.4 100.5 130.4 135.2 110.0 103.2 100.0 91.1 83.8 78.8 80.3

Nicaragua 278.0 239.3 104.0 24.9 3.1 125.4 150.0 100.0 112.0 104.7 106.8 103.2

Paraguay " 70.4 52.4 68.0 86.2 93.1 96.5 101.9 100.0 86.9 91.1 93.6 94.5
Peru 252.3 218.4 198.3 208.1 189.8 195.8 122.1 100.0 82.1 81.4 88.7 84.0
Dominican
Republic 87.8 85.9 108.6 105.2 130.2 151.0 109.2 100.0 100.6 101.2 98.0 95.9

Uruguay 84.7 62.1 69.9 78.1 80.6 86.7 86.3 100.0 88.1 83.9 74.6 73.0

Venezuela 50.9 46.1 47.2 62.7 83.9 81.2 96.1 100.0 93.9 89.1 87.8 93.5
Source: e c l a c , on the basis of figures supplied by the International Monetary Fund.
 ̂Corresponds to the average indexes of the real exchange rate (official principal) between the currency of each country and the 
currencies of its main trading partners weighted by the relative participation of each of those countries in the exports of the 
country under analysis. These weightings correspond to the average for the period 1989-1992. For the methodology and sources 
used, see e c l a c , Economic Survey o f  Latin America, 1981 (E/CEPAL/G.1248), Santiago, Chile, 1983. United Nations 
publication. Sales No. E.83.II.G.2. “ January-September average. From 1987 onwards, the commercial exchange rate
was used. The exchange rate used was as follows: median rate between the average selling and buying rates declared by 
the main commercial banks to the Bank of Mexico up to July 1982; preferential rate for commodity imports from August to 
November 1982; median rate between the selling and buying rates in the controlled market from November 1982 to November 
1991; interbank exchange rate from November 1991 onwards.  ̂The free or parallel exchange rate was used.
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Table A.9
LATIN AMERICA AND THE CARIBBEAN: EXPORTS OF GOODS, FOB

(Indexes 1980 =  100 and annual rates o f  variation)

Value Unit value Volume

Index Rates Index Rates Index Rates

1994" 1992 1993 1994" 1994" 1992 1993 1994" 1994" 1992 1993 1994"

Latín America and
the Caribbean 173 5.2 5.1 14.3 78 -2.8 ■1.3 5.6 220 8.3 6.4 8.3

Oil-exporting
countries 149 -0.7 5.2 15.0 71 -3.7 5.4 2.7 3.2 5.2 9.0
Bolivia 96 -20.0 16.7 27,5 55 -18.0 -6.6 5.5 174 -2.4 25.0 20.8
Colombia 224 -3.3 2.3 20.1 91 -10.4 -4.4 15.0 247 8.0 7.0 4.5
Ecuador 143 5.5 -3.5 24.0 54 -1.4 -3.9 4.5 263 7.0 0.4 18.8
Mexico 220 2.5 9.1 13.8 77 -0.5 6.2 5.0 288 3.0 2.8 8.5
Peru 109 4.7 -0.6 22.7 105 -1.3 -8,0 7.0 103 6.0 8.1 14.6
Venezuela 82 -6.5 1.7 10.4 56 -7.4 -6.2 2.0 147 0.9 8.4 8.1

Non-oil-exporting
countries 200 10.4 5.0 13.8 85 -2.9 -2.4 5.7 235 13.8 7.6 7.6

South America 213 10.5 4.7 14.3 82 -3.2 ■2.9 5.3 261 14.3 7.7 8.6
Argentina 190 2.1 7.0 16.1 83 1.7 2.0 2.0 228 0.5 4.9 13.9
Brazil 215 14,2 7.4 11.6 80 -3.6 -2.0 5.5 269 18.5 9.6 5.8
Chile 244 11.9 -7.9 25.0 85 -8.2 -10.7 10.0 289 21.9 3.2 13.6
Paraguay 310 -7.7 17.8 2.0 100 -4.6 -7.0 1.0 309 -3.2 26.7 1.1
Uruguay 175 6.1 -3.4 12.5 89 -0.6 -6,0 1.5 196 6.8 2.8 10.8

Central America
and the Caribbean 146 9.8 6.9 10.5 111 -0.9 -0.4 9.9 131 10.6 7.5 0.5
Costa Rica 216 14.4 13.6 11.2 86 -4.6 1.2 11.0 253 19.9 12.2 0.1
El Salvador 77 -0.2 24.7 12.7 87 -9.0 5.1 21.0 88 9.7 18.7 -6.9
Guatemala 107 4.4 5.6 19.5 99 -6.0 2.5 14.0 107 11.0 3.1 4.8
Haiti 21 -55.2 9.6 -43.8 66 -8.0 1.5 10.0 32 -51.3 7.8 -48.9
Honduras 112 0.6 0.4 12.3 110 - 1.0 2.3 19.0 102 1.6 -1.9 -5.6
Nicaragua 73 -16.8 19.7 23.6 66 -28.9 12.3 9.0 112 17.1 6.6 13,5
Panama 249 20.9 4.9 7.3 160 2.0 -3,0 5.0 156 18.6 8.2 2.2
Dominican
Republic 62 -14.0 -6.4 12.3 69 -6.7 -5.3 8.0 89 -7.9 - 1.1 3.9
Source: eclac, on the basis of official information.
“ Preliminary estimates.
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Table A. 10
LATIN AMERICA AND THE CARIBBEAN: IMPORTS OF GOODS, FOB

(Indexes 1980 =  100 and annual rates o f  variation)

Value Unit value Volume

Index Rates Index Rates Index Rates

1994“ 1992 1993 1994“ 1994“ 1992 1993 1994“ 1994“ 1992 1993 1994“

Latin America and
the Caribbean 189 23.0 8.4 14.7 111 2.7 -0.2 2.7 170 19.7 8.7 11.7

Oil-exporting
countries 215 24.8 3.2 12.3 11.6 1.3 2.5 3.7 185 23.2 0.8 8.3
Bolivia 194 29.4 3.6 3.4 108 3.0 - 1.2 3.0 180 25.6 4.8 0.5
Colombia 259 32.6 50.7 22.0 112 1.6 - 1.2 2.0 231 30.5 52.5 19.6
Ecuador 119 -7.2 13.5 14.4 80 1.1 - 1.2 3.0 149 -8.2 14.8 11.1
Mexico 306 26.2 1.5 18.2 120 0.9 4.6 2.0 254 25.0 -2.9 15.8
Peru 178 15.9 -0.2 36.0 147 0.3 -0.6 2.5 121 15.5 0.4 32.8
Venezuela 71 25.5 -13.4 -30.0 97 1.0 -1.9 3.0 73 24.3 -11.7 -32.0

Non-oil-exporti ng
countries 169 21.0 14.4 17.3 106 4.3 -2.8 2.4 159 16.1 17.8 14.6

South America 167 20.7 17.4 20.8 103 5.0 -3.5 2.3 162 14.9 21.7 18.1
Argentina 207 81.0 13.6 25.0 132 2.1 -3.7 2.5 157 77.3 18.0 22.0
Brazil 139 -2.2 24.9 24.5 92 1.1 -3.1 2.0 151 -3.2 29.0 22.0
Chile 199 25.6 10.2 7.0 108 1.6 -2.4 2.0 185 23.6 12.9 4.9
Paraguay 296 9.4 2.7 6.6 77 6.3 -3.1 3.0 387 2.9 6.1 3.6
Uruguay 162 25.7 12.8 23,3 98 -0.1 -3.7 2.0 165 25.8 17.2 21.0

Central America
and the Caribbean 175 21.8 5.6 6.2 120 1.4 0.7 2.9 146 20.2 4.6 3.2
Costa Rica 205 30.3 18.0 7.9 89 -0.3 -0.6 3.0 228 30.7 18.7 4.8
El Salvador 217 22.6 12.5 9.2 155 1.2 0.5 3.0 140 21.2 11.9 6.1
Guatemala 165 39.1 2.3 2.3 101 1.2 0.3 2.0 160 37.4 2.0 0.2
Haiti 44 -34.4 - 11.2 -20.0 96 0.9 - 1.0 46 -35.0 - 11.2 -20.8
Honduras 117 7.7 9.9 3.3 87 0.6 2.6 3.0 134 7.1 7.1 0.3
Nicaragua 90 12.0 -14.5 9.3 120 3.0 5.6 2.0 75 8.8 -19.0 7.0
Panama 223 18.8 5.9 7.1 149 2.6 2.7 3.0 150 15.9 3.1 4.0
Dominican
Republic 148 26.0 -2.8 6.2 121 2.2 - 1.1 2.0 123 23.3 - 1.6 4.1

Source: eclac, on the basis of official information.
“ Preliminary estimates.
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TableA.il
LATIN AMERICA AND THE CARIBBEAN: TERMS OF TRADE (GOODS), FOB/FOB

(Indexes: 1980 = 100 and rates o f  variation)

Indexes " Annual rates of variation Cumulative
variation

1991 1992 1993 1994" 1991 1992 1993 1994" 1981-
1990

1991
1994'

Latín America 
and the Caribbean 73 69 69 71 -7.1 -5.4 -1.2 2.8 -21.0 -10.8

Oil-exporting
countries 65 62 60 61 -13.2 -5.1 -2.4 1.7 -25.0 -18.3
Bolivia 66 53 50 51 - 10.8 -20.4 -5.5 2.6 -25.9 -31.2
Colombia 84 74 72 81 -5.9 -11.8 -3.2 12.7 -10.9 -9.5
Ecuador 71 69 67 68 -13.1 -2.4 -2.9 1.5 -18.3 -16.0
Mexico 62 61 62 64 -11.5 -1.4 1.6 2.7 -30.2 -8.9
Peru 75 74 69 72 -6.0 - 1,6 -7.5 4.4 -20.0 -10.5
Venezuela 66 61 58 56 -21.0 -8.3 -4.4 4.1 -16.1 -31.5

Non-oil-exporting
countries 83 77 77 80 -0.5 -6.9 3.6 3.6 -17.0 -3.7

South America 83 76 77 79 0.5 -8.0 2.9 2.9 -17.5 -4.0
Argentina 60 60 63 63 -8.1 -0.5 6.0 -0.5 -34.6 -3.5
Brazil 87 83 84 87 5.5 -4.6 1.2 3.5 -17.7 5.3
Chile 88 80 73 79 2.2 -9.6 -8.5 7.9 -13.8 -8.8
Paraguay 155 139 134 131 -2.1 -10.4 -4.0 -1.9 58.6 -17.3
Uruguay 94 93 91 91 -6.2 -0.5 -2.4 -0.5 -0.1 -9.4

Central America and 
the Caribbean 90 88 87 93 -2.1 -2.2 -1.0 6,7 -8.2 1.1
Costa Rica 91 87 88 95 -10.9 -4.2 1.8 7.8 1.6 -6.3
El Salvador 51 46 48 57 -1.5 -10.0 4.3 17.7 -48.1 8.9
Guatemala 91 84 86 96 -3.6 -7.2 2.1 11.7 -5.8 2.1
Haiti 68 62 63 68 4,1 -8.8 1.6 8.8 -34.8 4.9
Honduras 111 109 109 126 4.5 -1.6 -0.2 15.5 6.2 18.5
Nicaragua 70 48 51 55 -14.0 -30.9 6.2 6.8 -19.1 -32.5
Panama
Dominican

111 111 105 106 -2.2 -0.5 -5.6 1.7 14.0 -6.7

Republic 62 56 54 57 - 1.8 -8.7 -4.3 5.9 -37.4 -8.9
Source: eclac, on the basis of official information.
“ Preliminary estimates.
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Table A. 12
LATIN AMERICA AND THE CARIBBEAN: PRICES OF MAIN EXPORT COMMODITIES

(Dollars at current prices and rates o f  variation)

Average annual prices Annual rates of variation

Unrefined sugar 
Bananas *’
Cocoa *’
Coffee (mild) *’ 
Beef*’
Fish meal 

. Maize 
Soya beans 
Wheat 
Cotton *’
Wool*’
Copper *’
Tin^
Iron ore 
Lead*’
Zinc *’
Crude petroleum *

1980-
1984

1985-
1989

1990-
1992 1993 1994" 1992 1993 1994^

13.5 8.0 10.2 10.0 11.3 1.0 10.6 12.8
19.2 22.4 25.9 31.4 34.4 -8.1 36.6 9.5
99.2 83.1 53.9 50.7 63.2 -8.1 1.9 24.6

139.6 138.5 79.3 69.9 135.9 -25.1 9.9 94.4
111.9 106.3 115.8 118.7 108.1 -7.9 6.6r -8.9
430.2 387.2 457.3 365.0 365.7 0.8 -24.3 0.2
171.6 126.8 132.2 141.7 142.7 -2.4 3.7 0.7
278.6 245.6 241.0 255.0 257.2 -1.7 8.1 0.9
165.4 136.8 139.0 142.0 144.3 17.1 -6.0 1.6
83.5 66.0 75.4 62.2 81.7 -23.2 -0.6 31.3

162.9 174.1 132.6 116.0 133.4 3.6 -6.1 15.2
73.4 90.9 110.2 86.7 103.0^ -2.4 -16.2 18.7

6.3 3.7 2,7 2.3 2.4 10.8 -15.3 3.2
24.1 25.5 31.9 28.1 25.5 -4.9 - 11.0 -9.5
27.7 24.7 28.9 18.5 23.1 -2.9 -24.8 24.8
42.1 52.6 61.9 46.1 46.5 10.6 -21.1 0.9
32,1 18.0 19.5 16.1 15.3^ -0.5 -11.5 -5.2

Source: United Nations Conference on Trade and Development (UNCTa D), Monthly Commodity Price Bulletin, supplement 
1970-1989 (TD/B/C. 1/CPB/L. 101/Add, 1 ), November 1989; and Monthly Commodity Price Bulletin 
(TD/B/CN, 1/CPB/L. 19), vol XIV, No. 10, October 1994; International Monetary Fund, International Financial Statistics 
3nd Petroleum Market Intelligence Weekly, htmàon,\iii\o\is '\%sues.

Note: Unrefined sugar, fob, Caribbean ports, for export to the free market. Bananas from Central America, ciF, North Sea ports. 
Cocoa beans, average of daily prices (futures). New York/London. Coffee, mild arabica, ex-dock New York. Beef, frozen 
and boned, all sources. United States ports. Fish meal, all sources, 64-65% protein, CIF Hamburg. Maize, Argentina, CIF, 
North Sea ports. Soya beans. United States No. 2, yellow bulk, ciF Rotterdam. Wheat, fob United States, No. 2, Hard Red 
Winter. Cotton, Mexican M 1 -3/32", C IF  Northern Europe, Wool, clean, combed, grade 48"s, United Kingdom. Copper, 
tin, lead and zinc, spot cash prices on the London Metal Exchange. Iron ore, Brazil to Europe, C. 64.5% Fe, fob. Petroleum, 
IMF average, average of spot prices of “Dubai”, “Brent” (United Kingdom) and “Alaskan N. Slope” petroleum, which reflects 
relatively even consumption of medium, light and heavy crude throughout the world,

“ January-September average. Rates of variation were calculated with respect to the preceding year. *" United States cents per
pound. Dollars per metric ton. 

® January-October average.
Dollars per pound. '  Dollars per barrel. ^January-November average.
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Table A .13
LATIN AMERICA AND THE CARIBBEAN: PURCHASING POWER OF EXPORTS OF GOODS

(Indexes: 1980 = 100 and rates o f  variation)

Indexes Annual rates of variation Cumulative
variation

1991 1992 1993 1994^ 1991 1992 1993 1994^ 1981-
1990

1991-
1994^

Latin America and
the Caribbean 127 130 137 152 -2.5 2.4 5.3 11.0 29.8 16.7

Oibexporting
countries 113 111 114 126 -6.8 -2.0 2.6 10.9 21.3 4.0
Bolivia 72 56 66 82 -8.2 -22.3 18.1 23.8 -21.3 4.3
Colombia 168 160 165 195 3.8 -4.8 3.5 17.7 61.6 20.4
Ecuador 140 146 143 172 -2.1 4.4 -2.3 20.4 42.8 20.2
Mexico 152 154 161 179 -4.7 1.6 4.3 11.6 59.1 12.7
Peru 57 60 60 72 -6.6 4.4 0.0 19.7 -38.5 16.7
Venezuela 78 72 75 81 -16.4 -7.4 3.7 7.2 -6.4 -14.0

Non-oil-exporting
countries 142 150 163 181 2.3 5.8 8.0 11.1 39.0 29.9

South America 154 162 176 197 2.8 5.2 8.5 11.8 50.2 31.1
Argentina 112 112 125 142 -11.7 0.0 11.1 13.3 27.3 11.2
Brazil 167 189 209 229 10.7 13.0 10.8 9.4 50.7 51.7
Chile 175 192 182 223 9.0 10.1 -5.6 22.5 60.3 38.8
Paraguay 358 311 244 241 -19.9 -13.2 -21.6 -1.0 346.7 -46.0
Uruguay 147 156 157 173 -6.9 6.2 0.3 10.3 58.0 9.3

Central America and
the Caribbean 97 105 111 119 4.0 8.3 6.1 7.4 -7.1 28.3
Costa Rica 161 185 211 228 10.3 14.7 14.3 8.0 46.0 56.2
El Salvador 36 36 45 49 - 1.8 -1.4 24.1 9.4 -63.0 31.6
Guatemala 77 80 84 98 -7.2 3.2 5.3 17.2 -16.7 18.1
Haiti 74 33 36 20 4.3 -55.6 9.6 -44.4 -29.1 -71.8
Honduras 114 114 112 122 0.7 0.0 -2.1 9.0 13.3 7.4
Nicaragua 53 43 48 59 -26.8 -19.2 13.4 21.2 -27.9 -18.6
Panama 131 155 158 164 14.8 17.8 2.1 4.2 14.3 43.8
Dominican
Republic 56 47 45 49 -8.4 -15.9 -5.4 10.2 -38.5 -19.7
Source; eclac, on the basis of official information.
“ Preliminary estimates.
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Table A. 14
LATIN AMERICA AND THE CARIBBEAN: TRADE BALANCE (GOODS)

(Millions o f  dollars)

Exports of goods F O B Imports of goods f o b Trade balance

1992 1993 1994“ 1992 1993 1994“ 1992 1993 1994'

Latín America and
the Caribbean 127 229 133713 152 830 137 495 149 024 171 035 -10 266 -15 311 -18 205

Oil-exporting
countries 55 868 58 760 67 565 74 076 76 469 85 905 -18 208 -17 709 -18 340
Bolivia 608 710 905 1041 1 078 1 115 -433 -368 -210
Colombia 7 263 7 429 8 925 6 030 9 086 11 085 1 233 -1 657 -2 160
Ecuador 3 008 2 903 3 600 2 048 2 325 2 660 960 578 940
Mexico*’ 27 516 30 033 34 190 48 193 48 924 57 835 -20 677 -18 891 -23 645
Peru 3 485 3 463 4 250 4 050 4 043 5 500 -565 -580 -1 250
Venezuela 13 988 14 222 15 695 12714 11 013 7 710 1 274 3 209 7 985

Non-oil-exporting
countries 71 361 74 953 85 265 63 419 72 555 85 130 7 942 2 398 135

South America 61 059 63 936 73 090 47 269 55 503 67 020 13 790 8 433 6 070
Argentina 12 235 13 090 15 200 13 685 15 545 19 425 -1 450 -2 455 -4 225
Brazil 36 103 38 783 43 300 20 578 25 711 32 000 15 525 13 072 11 300
Chile 9 986 9 202 11 500 9 238 10 181 10 895 748 -979 605
Paraguay 1 032 1 216 1 240 1 827 1 876 2 000 -795 -660 -760
Uruguay 1 703 1 645 1 850 1 941 2 190 2 700 -238 -545 -850

Central America and
the Caribbean 10 302 11 017 12 175 16150 17 052 18110 -5 848 -6 035 -5 935
Costa Rica 1 714 1 947 2 165 2212 2 610 2 815 -498 -663 -650
El Salvador 587 732 825 1 587 1 785 1 950 -1 000 -1 053 -1 125
Guatemala 1 284 1 356 1 620 2 328 2 381 2 435 -1 044 -1 025 -815
Haiti 73 80 45 197 175 140 -124 -95 -95
Honduras 843 846 950 983 1 080 1 115 -140 -234 -165
Nicaragua 223 267 330 771 659 720 -548 -392 -390
Panama 5012 5 259 5 645 5 894 6 244 6 685 -882 -985 -1 040
Dominican
Republic 566 530 595 2 178 2 118 2 250 -1 612 -1 588 -1 655
Source: eclac, on the basis of information supplied by the International Monetary Fund and by official national institutions.
“ Preliminary estimates. Figures have been rounded to the nearest ten or five. '’ If values corresponding to the maquiladora industry 

are included in the total for goods, in line with the latest international recommendatiions, total exports were US$ 46,196 million, 
US$ 51,886 million, and US$ 60,500 million, imports were US$ 62,129 million, US$ 65,367 million and US$ 78,090 million 
for 1992, 1993 and 1994, respectively, and the corresponding trade balances were US$ -15,933 million, US$ -13,481 million 
and US$ 17,590 million. If this new method is adopted, the service entries for foreign trade must also be corrected, eliminating 
the value of the maquila from them.



Table A. 15
LATIN AMERICA AND THE CARIBBEAN: BALANCE OF PAYMENTS

(Millions o f  dollars)

TJ
0

1
s '
Û)“1

<
o
<
o“1
<
<5‘

<o

g

Latin America and 
the Caribbean

Oil-exporting
countries
Bolivia
Colombia
Ecuador
Mexico
Peru
Venezuela
Non-oil-exporting
countries

South America
Argentina
Brazil
Chile
Paraguay
Uruguay
Central America 
and the Caribbean
Costa Rica
El Salvador
Guatemala
Haiti
Honduras
Nicaragua
Panama
Dominican Republic

Balance of 
services^

Balance of profits 
and interest^

Unrequited private 
transfer payments

Balance on 
current account

Balance on ■ , dcapital account Global balance‘s

1992 1993 1994 *’ 1992 1993 1994 *’ 1992 1993 1994 *’ 1992 1993 19 9 4 *’ 1992 1993 199 4 *’ 1992 1993 199 4 *

-4 625 -5 165 -4 570 -31 047 -32 905 -35 555 8 766 7 423 8 605 -37 172 -45 958 -49 725 61682 65 088 56 565 510 19 130 6 840

-1440 -352 950 -15 431 -16 310 -17 635 4 331 3 470 3750 -30 748 -30 901 -31 275 33171 37 991 25 420 423 7 090 -5 855
-151 -137 -1 3 0 -1 9 3 -2 0 2 -1 9 0 23 21 20 -7 5 4 -6 8 6 -5 1 0 7 8 0 823 575 26 137 65
-1 1 6 -63 170 -1 939 -1 6 5 0 -1 870 1 7 4 7 1 136 8 40 9 2 5 -2  2 3 4 -3  0 2 0 167 2 2 1 3 3 075 1092 -21 55
-2 6 5 -295 -5 6 0 -8 0 5 -7 7 3 -8 2 0 0 0 0 -1 1 0 -4 9 0 -4 4 0 132 9 6 2 8 00 22 4 7 2 3 6 0

2  6 8 9 3 7 35 4  345 -9  839 -1 0  9 2 4 -1 2  095 2  9 08 2  591 2  895 -2 4  9 1 9 -23  4 89 -2 8  5 0 0 2 6  6 6 4 29  531 19  5 0 0 1 7 4 5 6  0 4 2 -9  0 0 0
-6 6 8 -6 5 6 -6 6 0 -9 1 0 -981 -985 0 0 0 -2  143 -2 2 1 7 -2  895 2 7 1 1 2  6 6 2 5 975 5 68 4 4 5 3 0 8 0

-2  9 2 9 -2  9 3 6 -2 2 1 5 -1 7 45 -1 7 8 0 -1 675 -3 4 7 -2 7 8 -5 -3  7 4 7 -1 7 8 5 4  0 9 0 2 7 1 7 1 8 0 0 -4  505 -1 0 3 0 15 -415

-3185 -4 813 -5 520 -15 616 -16 595 -17 920 4 435 3 953 4 855 -6 424 -15 057 -18 450 28 511 27 097 31145 22 087 12 040 12 695

-5 228 -7 232 -7 910 -13 873 -15 078 -16 570 2 873 2 251 2 945 -2 438 -11 626 -15 465 24 259 23 322 28 335 21 821 11 696 12 870
-2  3 07 -2  4 8 6 -2  9 75 -3  6 5 6 -3  0 75 -3  7 0 0 7 4 9 5 37 4 0 0 -6  6 6 4 -7  4 7 9 - 1 0 5 0 0 11 213 10  0 4 7 10 500 4  5 4 9 2  5 68 0
-3  2 2 4 -5  104 -5  7 0 0 -8  0 8 2 -1 0 2 5 8 -11  160 2  0 4 7 1 653 2  5 0 0 6  2 6 6 -6 3 7 -3  0 6 0 8 8 02 9  041 13 060 15 0 68 8 4 0 4 10  0 0 0

98 5 145 -1 8 6 0 -1 503 -1 4 35 7 4 61 4 0 -9 4 0 -2 4 1 6 -6 4 5 3  487 2  838 3 145 2  5 47 4 2 2 2  5 0 0
15 75 145 -8 8 -101 -1 3 0 3 0 5 -8 6 5 -6 8 6 -7 4 0 5 1 9 7 7 4 1 0 4 0 -3 4 6 88 3 0 0

190 2 78 4 75 -187 -141 -145 0 0 0 -2 3 5 -408 -5 2 0 2 38 6 2 2 5 9 0 3 2 1 4 7 0

2 043 2 419 2 390 -1743 -1517 -1350 1562 1702 1910 -3 986 -3 431 -2 985 4 252 3 775 2 810 266 344 -175
166 233 2 6 0 -201 -193 -205 86 86 80 -4 4 7 -5 3 7 -515 5 87 5 1 8 295 140 -1 9 -2 2 0
-21 27 -1 0 -1 0 4 -1 1 7 -1 2 0 7 0 2 823 9 4 0 -4 2 3 -3 2 0 -3 1 5 4 8 2 4 6 5 4 5 0 59 145 135

127 59 15 -1 7 9 -no -9 0 339 3 1 0 3 8 0 -7 5 7 -7 6 6 -5 1 0 7 3 8 879 5 1 0 -19 113 0
-3 6 -45 -55 -9 -1 0 -1 0 4 4 75 45 -1 2 5 -75 -1 1 5 7 6 35 85 -4 9 -4 0 -3 0

18 29 20 -3 1 8 -321 -2 7 0 61 4 8 4 0 -3 7 9 -4 7 8 -3 7 5 371 335 3 5 0 -8 -1 4 3 -25
-6 2 -5 6 -3 0 -495 -4 2 9 -465 10 25 30 -1 0 95 -852 -8 5 5 1 0 9 6 771 9 0 0 1 -81 45
821 937 880 -1 9 4 -1 1 7 -45 -2 7 -27 -25 -2 8 2 -1 9 2 -2 3 0 3 98 2 5 0 3 0 0 116 58 7 0

1 0 3 0 1 235 1 3 1 0 -2 4 3 -2 2 0 -145 3 47 3 6 2 4 2 0 -4 7 8 -211 -7 0 5 0 4 5 2 2 -80 26 311 -1 5 0

Source; eclac, on the basis of information supplied by the International Monetary Fund and by official national institutions.
Does not include net payments of profits and interest.
Includes shon-term capital, unrequited official transfer payments, and errors and omissions, 
counterpart items.

Preliminary eclac estimates. Figures have been rounded to the nearest ten or five. ' Includes interest due.
’ Corresponds to the variation in international reserves (of opposite sign) plus

CJI
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Table A. 16
LATHS AMERICA AND THE CARIBBEAN: NET CAPITAL 

INFLOW AND TRANSFER OF RESOURCES
(Billions o f  dollars and percentages)

Net
capital
inflow

( 1)

Net payments 
o f profits 

and interest

(2)

Transfer of 
resources 

(3)=(l)-(2)

(3)

Exports of 
goods and 
services

(4)

Latin America and the Caribbean

Transfer of 
resources as a % 

of exports of 
goods and services 

(5) = (3 )% (4) 
(5 )"

1975-1979*’ 104.9 44.5 60.4 287.4 21.0
1975-1979'’ 21.0 8.9 12.1 57.5 21.0

1980 32.0 18.9 13.1 104.9 12.5
1981 39.8 28.5 11.3 113.2 10.0
1982 20.1 38.8 -18.7 102.9 -18.2
1983 2.9 34.5 -31.6 102.4 -30.9
1984 10.4 37.2 -26.8 113.6 -23.6
1985 3.1 35.3 -32.2 108.6 -29.7
1986 9.9 32.4 -22.5 94.8 -23.7
1987 15.1 31.3 -16.2 108.0 -15.0
1988 5.5 34.3 -28.8 123.1 -23.4
1989 9.9 37.9 -28.0 136.4 -20.5
1990 17.7 33.1 -15.4 150.6 - 10.2
1991 38.0 31.4 6.6 151.3 4.4
1992 61.7 31.0 30.7 161.3 19.0
1993, 65.1 32.9 32.2 170.4 18.9
1994“ 56.6 35.6 21.0 194.4 10.8

Oil-exporting countries
1975-1979 43.6 18.2 25.4 140.9 18.0
1975-1979“ 8.7 3.6 5.1 28.2 18.0

1980 13.4 8.3 5.1 54.6 9.3
1981 17.6 12.2 5.4 59.1 9.1
1982 3.8 17.2 -13.4 55.6 -24.1
1983 -4.7 14.9 -19.6 54.0 -36.3
1984 -2.7 16.3 -19.0 59.5 -31.9
1985 -2.7 15.1 -17.8 55.0 -32.4
1986 2.5 13.2 -10.7 44.4 -24.1
1987 4.7 12.9 -8.2 52.5 -15.6
1988 0.9 13.0 - 12.1 53.9 -22.4
1989 4.6 14.9 -10.3 62.3 -16.5
1990 7.7 13.3 -5.6 74.2 -7.5
1991 26.7 13.7 13.0 73.7 17.6
1992 33.2 15.4 17.8 74.9 23.8
1993, 38.0 16.3 21.7 79.2 27.4
1994“ 25.4 17.6 7.8 90 5 8.6

Non-oil-exporting countries
1975-1979“ 61.3 26.3 35.0 146.5 23.9
1975-1979“ 12.3 5.3 7.0 29.3 23.9

1980 18.5 10.6 7.9 50.3 15.7
1981 22.2 16.3 5.9 54.1 10.9
1982 16.3 21.5 -5.2 47.3 - 11.0
1983 7.6 19.6 -12.0 48.4 -24.8
1984 13.1 20.9 -7.8 54.1 -14.4
1985 5.8 20.2 -14.4 53.6 -26.9
1986 7.3 19.2 -11.9 50.4 -23.6
1987 10.4 18.4 -8.0 55.5 -14.4
1988 4.6 21.3 -16.7 69.2 -24.1
1989 5.3 23.0 -17.7 74.1 -23.9
1990 10.0 19.8 -9.8 76.4 - 12.8
1991 11.3 17.7 -6.4 77.6 -8.2
1992 28.5 15.6 12.9 86.4 14.9
1993, 27.1 16.6 10.5 91.2 11.5
1994“ 31.2 18.0 13.2 103.9 12.7

Source: e c l a c , on the basis of information supplied by the International Monetary Fund. 1994: and by official national institutions. 
 ̂Percentages. Cumulative. Average. “ Preliminary estimates.
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Table A. 17
LATIN AMERICA AND THE CARIBBEAN: INTERNATIONAL BOND ISSUES“

(Millions o f  dollars)

January to September
1990 1991 1992 1993

1993 1994

Total 2 760 7 242 12 577 27 397 18 699 13 609

Argentina 21 795 1 570 6 233 2 793 3 239
Barbados - - - - - 20
Bolivia - - - - - 10
Brazil - 1 837 3 655 6 679 4 545 1 856
Chile - 200 120 433 333 155
Colombia - - - 566 375 633
Costa Rica - - - - - 50
Guatemala - - - 60 60 -

Jamaica - - - - - 55
Mexico 2 A l l 3 782 6 100 10 783 8 192 6 866
Panama - 50 - - - 250
Peru - - - 30 - 100
Trinidad and Tobago - - 100 125 100 150
Uruguay - - 100 140 140 100
Venezuela 262 578 932 2 348 2 161 125
Source: 1990-1992: International Monetary Fund, Private market financing for developing countries, Washington, December1993; 1993-1994: International Monetary Fund, estimates based on various sources. ‘ Gross financing.
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Table A. 18
LATIN AMERICA AND THE CARIBBEAN: INTERNATIONAL SECURITIES ISSUES ‘

(Millions o f  dollars)

1990 1991 1992 1993
January-September

1993 1994

Total 98 4120 4 063 5 726 3 529 3 762

Argentina _ 356 372 2 793 2 475 574
Bolivia - - - 10 - -

Brazil - - 133 - - 898
Chile 98 - 129 271 208 472
Colombia - - - 91 27 148
Mexico - 3 764 3 058 2 493 819 1 537
Panama - - 88 - - -

Peru - - - 26 - 133
Venezuela - - 283 42 - -

Source; Inlemational Monetary Fund, Private market financing for developing countries, Washington, December 1993 (for data 
up to 1992), and information provided directly (for 1993 and 1994).

Depositary receipts in the United States market (ADRs) and depositary receipts in the world market (GDRs) for new capital 
widening (primary issues).

Table A. 19
LATIN AMERICA AND THE CARIBBEAN: INDEXES OF 

STOCK-EXCHANGE PRICES IN DOLLARS
(Annual percentage variations) “

1994 ‘

1990 1991 1992 1993 1
April

1
July

1
Sept.

18
Nov.

Argentina -38 392 -28 67 -10 -15 -1 -14

Brazil -68 152 - 91 37 6 77 84

Chile 31 90 12 30 1 17 30 47

Colombia 27 174 36 32 47 51 46 23

Mexico 25 100 19 46 -12 -19 -6 -14

Peru 35 23 16 23 54

Venezuela 572 34 -43 -10 10 -34 -20 -32
Source: eclac, on the basis of International Finance Corporation (IFC) figures and Latin American Weekly Report (WR-94-47), 

8 December 1994.
“ Year-end. ° Variations in relation to year-end 1993.



Table A.20
LATIN AMERICA AND THE CARIBBEAN: TOTAL DISBURSED EXTERNAL DEBT ‘

(Millions o f dollars and rates o f variation)

■o
<D

3

O
<
<D
<
5 ‘
£

to
to
■t*Year-end balance Annual rates of variation

1987 1988 1989 1990 1991 1992 1993 1994b 1979-
1981

1982-
1983

1984-
1992 1993 1994b

Latin America and
the Caribbean 427 561 419 530 423 052 441 486 456 036 474 127 504 488 533 765 22.9 11.2 3.2 6.4 5.8
Oii-exporting
countries 188 333 186 072 181 052 191 498 205 187 207 664 224 810 238 740 24.7 10.7 2.6 8.3 6.2
Bolivia‘S 4 278 4 043 3 492 3 768 3 582 3 784 3 777 4 230 14.3 9.4 2.0 -0.2 12.0
Colombia 17 047 17 359 17 007 17 556 16 975 16 833 18 602 21 445 28.0 16.0 4.4 10.5 15.3
Ecuador
Mexico“

10 320 10 581 11 322 11 856 12 271 12 122 12 806 12 960 21.0 18.3 5.7 5.6 1.2
102 400 100 900 95 100 101 900 114 900 114 000 127 400 136 000 30.2 11.9 2.2 11.8 6.8

Peru 15 373 16 493 18 536 19 996 20 990 21 710 22 127 23 055 1.0 13.8 6.4 1.9 4.2
Trinidad and Tobago 2 082 2012 2 400 2 520 2 433 2215 2 098 2 250 29.3 16.3 5.0 -5.3 7.2
Venezuela 34 833 34 684 33 195 33 902 34 036 37 000 38 000 38 800 24.7 4.0 0.7 2.7 2.1
Non-oil-exporting
countries 241 228 233 458 242 000 249 988 250 849 266 463 279 678 295 025 21.4 11.7 3.7 5.0 5.5
South America 209 825 201 012 206 752 213 878 215 617 230 760 244 362 259 250 21.9 11.1 3.6 5.9 6.1
Argentina 58 324 58 473 63 314 60 973 63 700 65 000 68 000 75 000 41.9 12.4 4.2 4.6 10.3
Brazil 121 174 113 469 115 096 123 439 123 910 135 949 145 660 151 500 14.4 10.6 3.7 7.1 4.0
Chile 20 660 18 960 17 520 18 576 17 319 18 964 19 655 21 470 30.5 7.6 0.6 3.7 9.2
Guyana 1 736 1 778 1 801 1 812 1 856 1 871 1 906 1 950 28.1 17.8 7.7 1.9 2.3
Paraguay 2 043 2 002 2 027 1 695 1 666 1 279 1 217 1 255 12.3 24.5 -1.5 -4.8 3.1
Uruguay 5 888 6 330 6 994 7 383 7 166 7 697 7914 8 075 35.9 21.2 6.0 2.8 2.0
Central America and
the Caribbean 31403 32 446 35 248 36110 35 232 35 703 35 316 35 775 18.2 16.1 4.8 -1.1 1.3
Costa Rica 4 384 4 470 4 488 3 930 4 015 4 050 4 052 4 100 12.8 14.7 1.5 0.0 1.2
El Salvador“ 1 880 1 913 2 169 2 226 2 216 2 338 1 958 1 960 17.7 8.4 2.4 -16.3 0.1
Guatemala 2 700 2 599 2 731 2 602 2 561 2 500 2 086 2 095 19.0 24.8 1.7 -16.6 0.4
Haiti “ 752 778 803 841 809 819 830 870 21.0 21.7 4.5 1.3 4.8
Honduras 3 773 3 810 3 374 3 547 3 174 3 538 3 762 3 920 17.5 16.7 5.6 6.3 4.2
Jamaica 4 014 4 002 4 038 4 152 3 874 3 678 3 647 3 660 22.6 14.9 2.6 -0.8 0.4
Nicaragua “ 6 270 7 220 9 741 10 616 10 312 10 806 10 987 11 600 27.1 21.5 12.4 1.7 5.6
Panama “ 3 731 3 771 3814 3 714 3 699 3 548 3 494 3 540 9.0 13.8 1.3 -1.5 1.3
Dominican Republic 3 899 3 883 4 090 4 482 4 572 4 426 4 500 4 030 24.2 14.0 3.3 1.7 -10.4
Source: ECLAC.on the basis o f  officia l information.

CJI
U1
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Table A.21
LATIN AMERICA AND THE CARIBBEAN: TOTAL INTEREST DUE 

AS A PERCENTAGE OF EXPORTS OF GOODS AND SERVICES
(Percentages)

1979-
1981

1982-
1983

1984-
1987 1988 1989 1990 1991 1992 1993 1994a

Latin America and
the Caribbean 23.7 38.7 34.8 28.8 28.3 25.1 23.1 20.5 19.6 19.1

Oil-exporting
countries 20.4 33.1 31.6 28.6 27.0 22.1 21.1 21.0 20.4 20.0
Bolivia 26.4 41.6 44.6 41.0 30.2 25.0 26.9 24.4 20.7 16.4
Colombia 14.3 26.3 22.7 20.7 21.7 19.0 16.4 14.5 12.4 12.0
Ecuador 18.4 29.6 30.1 32.5 33.7 29.3 25.0 19.4 18.4 16.1
Mexico 31.8 42.5 36.0 29.9 28.3 24.1 23.4 23.4 23.1 23.5
Peru 19.3 27.3 29.2 26.7 22.5 27.1 26.5 22.9 24.6 22.0
Venezuela 9.5 21.3 27.2 29.0 26.6 17.0 15.4 18.3 16.9 15.8

Non-oil-exporting
countries 27.4 45.5 38.2 29.0 29.5 28.1 25.2 20.0 18.8 18.4

South America 30.1 49.3 40.9 30.3 31.1 29.6 26.5 20.4 19.5 19.3
Argentina 24.1 56.0 52.7 42.0 51.2 38.0 36.2 28.5 22.7 20.3
Brazil 35.9 50.1 38.6 29.4 29.2 31.4 27.6 20.9 21.6 22.3
Chile 24.7 44.2 38.5 21.7 18.5 17.8 14.6 11.2 10.2 9.3
Paraguay 13.1 15.3 17.0 12.5 7.1 5.3 6.1 10.7 6.4 7.3
Uruguay 11.2 23.6 29.3 25.0 27.2 26.9 21.2 17.6 16.6 13.8

Central America
and the Caribbean 12.5 20.8 19.9 18.7 17.1 14.7 15.7 16.7 13.8 11.9
Costa Rica 19.7 34.6 23.5 22.0 23.6 15.4 10.0 8.5 7.0 6.3
El Salvador 6.4 12.0 11.1 9.5 8.8 13.0 12.5 11.2 10.6 10.2
Guatemala 5.3 8.3 14.5 13.9 11.3 11.2 7.1 8.8 5.0 4.3
Haiti 2.6 2.4 5.4 8.2 9.5 8.7 9.7 7.1 7.5 13.3
Honduras 11.2 19.3 16.5 17.6 17.6 18.0 23.0 24.1 23.2 20.1
Nicaragua 22.8 42.7 73.0 96.7 62.1 58.3 110.3 158.5 115.6 108.7
Dominican Republic 18.0 23.6 19.0 14.7 11.6 8.1 11.8 12.1 10.4 8.0

Source: ECLAC.on the basis of official information. 
“ Preliminary estimates.
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Table A.22
LATIN AMERICA AND THE CARIBBEAN: TOTAL DISBURSED EXTERNAL 

DEBT AS A PERCENTAGE OF EXPORTS OF GOODS AND SERVICES ^
(Percentages)

1979-
1981

1982-
1983

1984-
1987 1988 1989 1990 1991 1992 1993 1994b

Latín America 
and the Caribbean 236 338 372 342 310 294 305 299 302 280

Oil-exporting
countries 205 258 332 342 287 255 275 274 281 262
Bolivia 241 338 501 603 403 386 390 490 422 373
Colombia 146 265 259 258 233 203 187 183 189 177
Ecuador 158 237 311 400 394 364 360 334 361 299
Mexico 267 341 372 347 289 266 289 275 284 272
Peru 234 306 391 447 423 491 499 501 509 433
Venezuela 153 200 258 314 237 180 207 238 241 222

Non-oil-exporting
countries 271 403 413 341 331 334 335 321 321 297

South America 293 423 435 342 328 332 335 322 325 302
Argentina 274 480 567 525 538 412 444 443 432 412
Brazil 330 419 406 315 307 356 361 340 340 316
Chile 227 380 401 229 182 180 155 151 166 145
Paraguay 156 372 269 182 129 90 101 83 67 71
Uruguay 157 213 365 361 344 342 326 329 337 284

Central America 
and the Caribbean 154 275 334 338 351 349 330 317 288 262
Costa Rica 205 299 309 276 244 199 182 157 135 123
El Salvador 109 210 207 203 266 253 245 265 188 166
Guatemala 73 163 225 205 192 166 152 132 115 97
Haiti 120 170 205 283 339 345 324 650 692 1 160
Honduras 160 265 395 371 318 344 312 337 346 315
Nicaragua 341 733 1 239 2 644 2 859 2 707 3 048 3 494 2 994 2 729
Dominican Republic 162 263 205 204 197 224 231 206 192 161
Source: eclac, on the basis of official information.
 ̂Calculated on the basis of the external debt figures given in table A.20 and the conesponding data on exports of goods and 
services. “ Preliminary estimates.
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