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Intreduction
" “The CEPAL.Secvefariat is engaged in an ambitious programme of ‘activities

in the area of long-term prosbective studies in the economic, demographic and
éociallfields. This programme was designed in the light of the main General
 Assembly resolutions on the establishment of a new international economic
order and & new international development strategy for the 1980s, taking '
special account of the biennial appraisals carried out by the Latin American
governments {the Quito, Chaguaramas and Guatemala appraisals),

As the close of the present decade draws near and United Nations
activities are intensified at the technieal and political levels with a view
to laying down the guidelines for a new international development strategy for
the coming decade,l/ it is an appropriate time to supplement the retrospective
and current analysis undertaken by CEPAL 2/ with studies and projections which
will help to underp:n governmental discussions aimed at defining the region's

position, ‘ '
| The present document contains a summary of the initial results and
conclusions of the ongoing research, This is important because CEPAL must
- dontribute ideas and proposals to the debate already underway: the aim is A
that the new strategy should constitute an effective programme of international
action to foster the developﬁent of the peripheral countries and at the same
time include topics and objectives of particuiarrinterest to Latin America,

The research in the economic, demogpaphié and social fields has been
qarried out using a set of interrelated models, In a first stage, progress
has been made essentially in macroeconomic and sectoral projections,
agriculfﬂfal projections, a world trade model, demographic projections and
‘a étudy Bh”income distribution and situations of poverty.

' These models deal with specific aspects of the develcpment process and
cover the above-mentioned areas, In each case the aim is to establish orders
of magnitude for certain indicators with'regpect to objectives, fesoufces,

-y

" . . ° ' U
1/ See the recent General Assembly resolution 33/193,

2/ "The economic and social development and external economic relations
of Latln America", E/CEPAL/1081,
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problems and factors which affect the corresponding field of development.
Thusilés.fhe research advances it will be possible to provide material of
fusg to tﬁose responsible for establishing objectives and policies and
defining aihatin American position at the regional, subregional and natioral
levels.

Theée preliminary rasults also mcke it possible to progress in the
design of an integrated madel which will be useful in analyéing more coherently
the suggested écenarios aad which will begir to be used when warranted by the
progress made in the studies,

At this stage of thz research two scenzsrios have been defined and the
projections of the differant models have been organized around them, The
first scenario corresponds roughly to a progrosis based on present trends; and
the second to a changed external and internal situation which would allow the
economies to become more dynamic,

In the following pages these two scenarios are first of all presented,
followed by a separate analysis of the demographic, macroeconomic and
sectoral, and foreign trade projections., In each case the results are
discussed for the two scenarios, except as regards the demographic projection,

which is the same in both cases.

1., The scenarios

Two scenarios have been defined in this first stage of the prospective
study which extends through the forthcoming decade and in some aspects
continues until the year 2000, The fi»st scenario deals with the prospects
for the development process if the factors with the greatest effect on economic
growth continue to behave as they have in recent decades and the economic
transformations currently taking place materialize, The second scenario
assumes & change in ihternal and extermal conditions which would make it
possible, within the prevailing form of development, to secure a moderate
acceleration of economic growth. In the latter case, work has also started
on an analysis of the effects of a greater acceleration of growth for .the 1990s
sufficiently marked to enable the countries facing more severe social and

economic problems to tackle them adequately.
/In both
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In both cases these scenarios cover a group of 19 countries representing
about 91% of the product and 93% of the total populaticn of Latin America,

A general tidea of the nature and scope of the scenarios can be gained
from the factors and the overall growth rates used for the group of countries
considered, In defining these growth rates by countries, account was taken
in each case of the main internal and external factors which in the past have
affected their gfowth. The internal factors include the prospects of a
transformation of production, policy on local and imported supply to meet
domestic demand, capacity to absord investment,‘doméstic-saving potential and
size of national markets, The external factors considered were the dynamism
of the industrialized countries, Latin America's share in world trade, the
growth of regional and horizontal trade, access to external financing and
trends in external prices and the terms of trade, |

The rates used in. the first scenario were established on the basis of
conservative hypotheses with regard to internal and external growth factors,
Although the analysis was carried out at thg national level, three groups of
countries can be identified in which broadly similar criteria were taken into
account. _ :

Firstly, there are the countries which are currently or potentially
exporters of petroleum or energy. Excluding the English-speaking Caribbean
countries, these are Bolivia, Ecuador, Mexico, Paraguéy and Venezuela, They
are countries where the extermal factors are, broadly speaking, positive.

The fact that they export a product which guarantees high export earnings,
either because of the growth of demand or because of prices, places them in
a different situation from that which is traditional in the region,
Furthermore, the strong growth of imports over the last five years providesA
them with a basis for reducing them again without great difficulty, Moreover,
they are countries which have expanded their productive structures and are
in a position, if necessary and with the cﬁrresponding politicai will, to
substitute for imported goods or increase thé volume of their exports. As
concerns domestic factors, they have in most cases attained high coefficients
of capital formation, goods levels of domestic saving and in many cases have
made intelligent use of their internal resources,

/In these



In these countries, with the exception of Mexico, growth since 1973 has
been higher than over th2 long term. However, it does not seem likely that
they will again achieve the high averzges which followed the first effects of
the rise in oil prices, Fcr Bolivia and Ecvador, where the outlook for fuel
exports is less promising, the rate for the peried 1965-1973 has been adopted,
This corresponds to a pericd where external circumstances were half-way between
the long-term and the recert situation, For Venezuela the very long~term rate
was adopted, since it is a country where there have customarily been oil
surpluses., For Mexico, whose external prospects are favourable and which has
had a low growth rate in recent years, it hzs been assumed that the growth rate
will return to its peak level (1965-1972). Finally, it is assumed that
Paraguay will have higher growth thar in any recent historical period as a
result of its joining the energy-exporting countries.

. The two remaining groups are the non-oil- (or energy~) exporting
countries. External corditions are very important for this group of countries
and, when unfavourable, play a res*rictive role, However, the experience of
the last dec&de shows that in one zroup of countries internal factors make it
possible to take advantage of favourable shifts in external conditioms,
whereas the other countries are unable to do so, Taking the periocd 1965-1973
it moy be seen that there is a clear difference between the non-oil-exporting
countries which come within the first cf these two groups, and which grew at
rates of 6% or more, and the remaiander, which achieved a maximum growth of
4,.8%.

On the assumption that the domestic conditions which enabled Brazil,
Colombia, Costa Rica, the Domirican Republic, Guatemala and Pamama, to grow
by more than 6% do not worsen aund that external conditions will be somewhere
between those in the periods of 1965-1973 and 1974-1978, the very-long-term
rates have been adopted for them: though relatively high, these are not as
high as the peak levels, This decision has been influenced by considerations
such as the high level of indebtedness of some of these countries which would
not permit them in all cases to absorb amounts of external debts similar to
those of the current dezade; tre unlikelihcod of a recurrence of the growth
conditions precisely enjoyed by some of them for certain new export products,
and the possibility that the terms of trade will remain at levels similar to

those of recent years,
/In the
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In the countries of the second group in this trend-based alternative,
it is assumed that no significant transformation of production is ﬁnderway.in
most cases, that no new natural resource will be exploited in such a way as
to significantly alter the level and composition of exports, and that there will
be no important changes in external conditions, It has been assumed, however,
that the negative external and internal conditions of 1974-1978 will not recur
simultaneously in the long run. Consequently, a growth rate corresponding to
the highest of the rates for the very long term {1950-1975) and the period
1965~1973 has been chosen for the trend-based alternative, '

‘Under this set of growth hypotheses for the Latin American countries, the
region would grow in the 1980s at a rate of 6,3% annually and in the 1990s at
a rate of 6,4%, both of which rates are higher than in any of the past decades
and also higher than in the current decade, although lower than the rate of .
6.7% attained by the region in the period 1965-1974, Thus, while the rate
appears high, it is disappointing in comparison with the growth potential shown
by the region in the above-mentioned recent period, The situation is even
more marked for the countries which underwent accelerated growth in that peried,
the difference between the trend-based rate and the past rate (1965-197u4) being
over 1%, ’ ‘ »

In the second scenario a moderate acceleration of the economic growth rate
is assumed, The increments have generally been adopted according to normative
criteria., Overall patterns can be defined for the same three groups of
countries as in fhe first scenario, ,

For the countries which are currentlj or potentially oil or energy
exporters 3/ it is assumed that there will be an increase of a little more than
1% over the previous rates for that group, In these countries it is supposed
that the domestic effort will increase, since external prospects are assumed
to remain favourable, ‘' The greatest increases have been assumed for Mexico
and Paraguay, since these.are countries which will be joining the group of
countries benefiting from the new prices of energy. Mexico has in the past
had high growth rates of over 6%, It is therefore assumed that under favourable
externalrconditionslit‘could‘gfoﬁ'a% still highéf rates, It is also one of the

countries which potentially have a severe employment problem, In the case of

3/  Bolivia, Ecuador, Mexico, Paragﬁé&lapd Venezuela,

/Paraguay somewhat



Paraguay somewhat lower r:tes were adopted because it is a country which in
the past has grown by less than 5% over long-term periods. In recent years,
however, as a result of the expans ion of :ts energy infrastructure it has had
much higher growth rates, and 1t 1s therefore assumed that when the country
begins to produce and export ene;gy ;t will enjoy comparative advantages for
the installation of energy-consuﬁing_indggtries and put an end to its past
balance-of-payments problems, '

For the more dynamic non=oil-exporting countries 4/ increases have been
assumed which, for the grnup as ¢ whole, imply an acceleration of the growth
rate by somewhat less than 1%, In general, these are countries which took
advantage of the favourablle external conditions in the period 1965-1973 and
attalned, as a group, a growth rete of over 8%, However, it is considered
very unlikely that Brazil and the Domlnzcan Republic will repeat in the long
term their rates of 9,6 and 9% respect1VPly. Growth in those countries has
therefore been limited to 8% in the case of Brazil and 7% in the Dominican
Republic. External conditions have worsened for the latter country, and thus
a repetition of the hoom of fhe early 1970s has not been considered in the
moderate aceczleration altermative. _

. While the acceleration of growth in this second group of countries is

in line, as for the other countries, with the intention of tackling the socio-
economic problems describzd in the retrospective stud;es?gj this acceleration
entails changes which aré‘merely marginal in countries of the size of Brazil
(7.3 to 8%); and which will not call for profound changes in the internal and
external conditions considered in the trend scenario, For the third group of
countries,b/ in contrast, where internal and external factors have combined to
produce low growth rates, the changes required to tackle their employment

" problems and external difficulties must necessarily be more profound.
Consequently, for this group of countries it was decided to adopt as a minimum
growth rate the target set forth in the second International Development
Stratey for the per capita product (3.5%).

L/ Brazil, Colombla, Costa Rica, the Domlnlcan Republlc, Guatemala and
Panama. . L e .

5/ See "The economic and social develepment- and external economic relations
of Latin America" (E/CEPAL/1061).

6/ Argentina, Chile, El1 Salvador, Haiti, Honduras, Nicaragua, Peru and

Uruguay .
/This set
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aThis éét‘of h&pothesés gives an anﬁual'growth rate of 7.,4% for Latin

© America ip the forthcﬁming two decades. Thié rate, referred to here as the
moderately accelerated grqﬁth rate, seems relatively high if judged in the _
light of the 1ong-term'ex§erience of Latin America. However, if a period such
as the early 1970s is analysed, when the region tended to be free of external
restrictions, it may be seen that the regional growth rate reached an average
of 7.6% per year over a four-year perjod (1970-1974). Thus, potentially, the
acceleration assumed in this scenario is indeed only moderate. The region has
shown a capacity to mobilize resources which, in the absence of external
restrictions, would enable it to aspire to yet higher growth rates. For these
reasons, and as explained above, work is starting on a modification of the
second scenario which will assume stronger acceleration of growth in the 1990s
leading to an average growth rate of 7.8% over the next two decades. '

In sum, the first trend-based scenario is designed to study the possible
evolution and, above all, the worsening of the social problems connected'with
unemployment, income distribution and situations of extreme poverty if the
pbévailing trends continue in the economic and social growth of the countries,

' The second scenario is aimed at examining the effects of more dynamic
economic growth, still in keeping with the prevailing development style, on
the evolution of -the social aspects listed above in the description of the
first scenario, Naturally, greater growth calls for changes; ahd_sdmgtimes
important cnes, at the domesticllevel as wéll as in external co-operatibn and
regional and horizontal efforts, The scenario therefore implies new intermal
and external conditions which will meke possible the mobilization of resources
needed for greater growth, Of course, the contrast with the trend-based
scenario is a fundamental exercise for appraising the magnitude of the efforts
involved,

Finally, it is worth peinting out that the scenarios have been formulated
essentially for research purposes. They dolnot necessarily represent equally
valid options for each of the countries involved. In fact, it is probable
that as the study progresses and a better knowledge is'gained of the plans
prepared or implemented by countries and the different sbecific factors of an
internal and external nature, the classiflcatlon of the countries in relatlon
to growth rates may vary to some extent from what is assumed in these hypotheses,
It may turn out to be more d931rable to use other elements for the scenarios,

IR | | /sudh as



such as the change in the second scenario as described above, At all events,
it has seemed useful to present at this stage of the study a set of preliminary
results which, bearing ir mind the aboﬁe-mentioned qualifications, may be of
use in discussing central aspects of the new international development strategy,

2, Demographic projections

.The population projections were prepared by the components method, using
three different hypotheses: high, intermediate and low, In substance the
hypotheses differ in the values assigned to mortaility and fertility rates.
There are strong signs that the fertility rate is declining in various countries
~and that it may continue to do so more strongly over the coming years, The same
is true of the mortaility rate, although on a different sqale and at a different
intensity. o ,

In the projections described below, only the intermediate hypothesis has
been used, since small changes in demographic variables do not:alter the nature
or relative size of fundamental problems such as employment, ‘

The size, structure and location of the Latin American population has
changed profoundly in recent decades. Population growth rates increased slowly
in the past decades, reaching a peak in the late 1960s and early 1970s. 1In the
mid=~1970s these rates began tc fall, which represents an important milestone in
demographic change. At the same time, in the period 1950-1978 Latin America
was the region of the world with the greatest increase in pepulation, the total
figure for 1978 being 2,13 times higher than that for 1950 (see table 1).

The region has alsc been characterized, like other developing areas, by
high rates of urbanizaticn. However, the peak of the urban population growth
rate was reached in the 19%0s, and while the rate has continued fto be high it
has fallen significantly: from 4,8% annually in the 1950s to 3,9% in the period
1970-1978., The urban population, which represented 41% of the total in 1950,
currently amounts to 64%. These indicators show the profound change which has
taken place in the size of the different social groups.

The age structure has changed rapidly as a result of the changes in
the fertility and mortality rates., Thz population of working age and the
labour force have been -growing with a certain lag in relation‘to total
population, From the standpoint of the social groups, the growth of the
labour force and the increase of urban employment in comparison with rural
employment are of the utmost importance., In the 1950s the labour force

grew at an annual rate of 2,2%, whereas the rate was slightly less than
/Table 1



Table 1
RELATIVE GROWTH OF VORLD POPULATION BY REGIONS, 1950-1578%
{1950 = 100)

1950 1955 1960 1965 1970 1975 1978

World total 100 109 119 132 154 159 168
More developed regisns 100 107 114 i 126 132 135
Less developed regions 100 110 122 157 154 172 185
Africa. 100 111 125 141 161 183 199
Latia America 100 115 132 151 173 197 A3
North imerics 100 109 120 129 1%6. 143 147
Fastern Asis 100 108 117 127 137 149 156
Southern Asis 100 110 123 . 140 159 180 195
Europe 100 104 ics 114 117 121 123
Oceania 100 112 125 1% 153 169 179
Union of Soviet Sotialist Republics 100 . 109 119 128 135 142 146

Sources: United Nations, World Populstion Prospects as Assessed im 1973, ST/ESAfSER.A/60,
United Nations, Hew York, 1978 (United Nations Publication, sales number
L.76.XIII.4). The data for Latin America were taken from the CELADE Demographic
Bulletin, No. 22, July 1978,

8/ The world total and the figures for the more developed and less developed regions teke
into aceount the figires from the above Demographic Bulletin No. 22. Argentina, Uruguay
and.Chile are included in the more developed regions. The figures for 1978 were obtained
by interpolstion between those for 1975 and 1980,

/2.8% in



2.8% in the 1970s. The participation of women in the labour force has
increased sharply, but towards the end of the 1970s it was still sus
substantially less than that of men. '

‘The peopulation changses described abovg reflect prelatively stable
trends towards the transformation of Zatin American society into a
predominantly urban society, the beginning of a decline in population
growth rates, and the reaching of the peak of the employment probiem:
these are features whick will have a oreat effect on the socio-economic
prospects of the region.

In spatiél terms, the countries have varied greatly, With regard
to population, three tyres of countries may be distinguished (see table 2).
A first group, comprisirg Argentina, Chile, Cuba and Uruguay, had annual
population growth rates in the period 1950-1978 of not more than 2%,
urban growth of not more than 3% and prowth of the economically active
population of less than 2%} In all of them the growth rate of both the
total and the urban pbpulation began to decline before the 1970s. In
addition, Argentina and Uruguay had declining groﬁth rates for the
economically active population and Argentina, Chile and Uruguay had
declining rates for the rural population. In sum, these are countries
where the overall trends are in advance of those for the region as a whole.

Another group, comnprising the Dominican Republic, Ecuador, El Salvador,
Guatemala, Honduras, Mexico and Nicaragua, still has very high and rising
population growth rates, and an urban population growing at high rates,
sometimes close to 5%. At the same time they have relatively high growth
rates of the rural population, which continues to account for a significant
percentage of the total population. In short, these are countries where
the population factors have been lagging behind the average situation,
and indeed they have recorded higher rates than the countries of the fiwst
group did,

The remaining cowitries form an intermediate group quite close to
the average regional situation. Brazil and Colombia, the demographically
largest countries in this group, already have declining total and urban
population growth rates, while the rural pcpulation is growing at an annual

rate of less than 1% in Brazil and aimost zero in Colombia.

/Table 2
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Table 2

ey

/Table 2 {concluded)

o i Period

‘ c‘:"uﬂt!’.}’ \ ngﬁlaf;_é.on N 1980 o oon . o 1960w - -1970= = 1950
' 1960 1570 1978 1978
Argentine Total 1.9 1of 1.3 16
Urban 2.9 21 1.9 2.3

Rural ‘006 o w8 - 07

Bolivia Total 2.1 " 2.6 2.7 2.4
Urban 3.6 b6 2.9 4.0

Rural 1.5 1.5 1.9 1.6

Reazil Total 3.1 2.9 2.9 3.0
- Brban 600 b-g ‘hS Sl

Rural el 0.9 0.8 - 0.9

Colombia Total 361 3.0 2.4 2.9
Urban 6.0 - ! 3.7 5.0

Rural 1.0 0.7 0.1 ¢ 0.7

Costa Rica Total %e? ?3-_'».,14 2.5 2.3
Urban Scl 3(:5 6-0 bo?

Rural 3.1 3,5 0.3 2.4

Cuba Total 1.8 2.0 1.6 1.8
Urban X2 3.0 2.4 2.9

Rul‘al 005 . On? 0¢ 3 0:.5

Chile Total “22 21 1.7 2.0
Urban ) 306 3e2 205 Zsl

Rural ~0a1 0.6 =0.8 -

Eouador Total 2.9 3.0 3.0 3.0
Uroan ) 5.3 b3 5.0

- Rupal - Zol.. L 1.8 2.0 2.0 -

El Salvedor “Total 2.9 34 3.0 3.1
Urben T k2 5.8 b2 . beB
Rural 2.3 2.1 2.1 2.2

Guatemala Total 3.0 3.0 3.1 3.0
Urban 4.3 'u‘l kos hoB

Rurel 2ok 2.6 2.4 2.5

Hﬂiti Total 1.9 2:1 2:3 2ol
Urban 4,1 6.5 4.8 5.1

Rural 1.6 1.3 1.7 1.5

Honduras Tata) 2.3 2.1 Bok 3.5
Urban Bo2 6.6 5.4 5.7

Rural 2.8 1.8 2.3 2.3

Hexico Tota.l 3.2 583 51:5 305
Urban 4.8 4,6 5.6 4.7

Rural 107 107 195 1&6
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Table 2 {concluded)

Period

Country : , Popdation  yoe 1960~ 1970~ 1950~
: : _ 1960 1970 1978 1978
Bicarsgua ) Trtal 28 . X %3 ' 3.0
, : Uben_ . . k8 &7 5.8 4.8
Rural 1.8 1.7 1.8 1.8

Panama ' Tctal 2.9 2.9 2.7 2.8
" Urban ’*nﬁ : ".5 Q.O ‘ie“!
Rttpal 1.9 1.7 1.3 1.7

Paraguay Totsl 2.6 2.6 2.9 2.7
Urban 33 bkt 4.1 309

Rural 2.3 1.7 2.1 T 2:0

Perq Tntal 2.6 2.9 2.8 ) 2.8
' Urban _ 4.9 5.6 L | 4.9

Riiral 1.2 [+793 0.8 Q.7

Poninioan Republic ' Totel 5.3 - 2.8 3.2
' Usban 6.4 6.5 4,7 ' 5.9

Ruiral 2.3 1.7 1.5 1.8

Uruguay ' Total 1.4 1.l 0.3 1.0
U mﬂ 29 "5 1.8 007 1-7

RJTG]. -loh . -137 “2:;0 -107

Yenezuela : Total 442 Bub 3ol 3.6
Urban 6.7 . 4.9 bolt Sali

lel 0.7 006 0116 006

Latin America Tital 2.8 2.8 2.7 2.8
(twenty countries) Urban k.3 b3 3.9 bab
Raral 1.2 1.0 0.9 1.1

Sourcess 1950, 1960 and 19702 CELADE sstimates on the basis of national censuses. The figures for 1978 vere
obtained by interpslation between the figures projested for 1975 and 1980.

&f Urban population as defined by escr country.

fThe challenges
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. ‘The challenges and changes these demographlc changes imply in the
employment and soc1al fields will vary greatly in the coming decades, and '

- it will be mecessary to study the countries separately - in some cases

"even the regions within coluntries. In the.projections deseribed below

the aim has been to cover some characteristics at the level of groups of.
countries; with regard to the analysis of regions within countries, a

stﬁdy is being made of the situation in the demographically largest countries,

As indicated above, the region as a whole reached a peak in demographic
growth in the late 1960s and early 1370s. In the next twenty years,
however, it is assumed that the annual growth rate will keep on dropping
until it reaches somewhat less than 2.5% in the 1990s, giving a total
Latin American population of pearly 600 million people in the year 2000.

In the retrospective analysis it will be seen that there are sharp
differences between groups of countries with regard to demographic growth.
The projections show that these differences will continue and even increase’
over the next twenty years (see tables 3 and 4).

The first group of countfies, made up of Argentina, Chile, Cuba and
Uruguay, will continue to have declining population growth rates; and over
the coming decades the annual rates will drop to the order of 1.5% or less.
The rural population will decline at rates of over 1%, except in the case
of Cuba where it will only decline slightly. The economically active
population will grow at an annual rate of less than 2% and towards the end
of the century the rate will be close to 1% in two of the four countries.

The second group, comprising Ecuador, El Salvador, Guatemala,
Honduras, Mexico and Nicaragua, will maintain or accelerate its population
growth in the 1980s and only slightly reduce it in the 1990s. With the
exception of Guatemala, the annual average rate over these twenty years
will be 3% and in some countries in the 1990s close to 3.3%. The urban
population growth rate will continue to average over 4% per year during
the period 1980-2000, and thé'rural population will still grow at rates of
close to 2% in most of them. The annual growth of the economically cctive
population will reach levels practically without precsdeat in th2 world:
well above 3%, and approaching 3.5% in a country with the demncgraphic .
weight of Mexico. |

/Table 3
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‘ Table 3
LATIN AMERICA (TWENTY COUNTRIES, : PROJECTIONS OF THE ANNUAL AVERAGE POPULATTON GROWTH RATE, 1970-2000

Peried

Country . Population 1970~ 1980~ 1590~ 1976~
' 1580 1960 2000 2000

Argentina Total : 1.2 1.1 0.9 1.0
Urban s/ 1.8 1.5 1.2 1.4

Rural b/ =0-9 «1.2 =1.5 -1.5

Urban lecalities (20 000 intebitants or more) 2.1 1.7 lo% 1.6

Rural localities {less than 20 000 inhabitants) =004 ~0.6 ~0,9 0.8

Urban localities 7100 00D irhebiisnts or mora) 1.7 1.3 1.0 1.2

Bolivia Total 2.7 2.6 2.6 2.6
Urban af 39 3.8 3.6 3.7

Rural bf 1.9 1.7 1.6 1.7

Urban localities {20 000 inhabitants of more) b6 he3 b0 4.2

Rural localities {less than 20 GO0 inhetitants) 1.7 1.6 1ok 1.5

Urben localities (100 OO0 inhabitants or nmore) 4.5 4.2 3.9 boX

Brazil Total 2.9 2.7 2.5 . 2.7
Urban af ' b3 3.0 B.h 307

Rural b/ 0.8 0.3 -0.2 Cel

Urban localities {20 000 inhabitants or more) 501 4.5 3.9 43

Rural localities {less than 20 000 inhabitants) 1.2 0.7 0.2 0.5

Urban localities {10C OCO inhabitants or more) 503 T b8 | 4.5

{olombia Total 2.4 245 242 2.3
Urban s/ 3.7 3.5 3.0 3.3

Rursl b/ 0.1 001 0.7 003

Urban localities (20 000 inhzbitants or more} b5 b1 Baly 3.8

Rural localities {less than 20 GOO inhabitants) 0ok 0.1 0.5 0.1

Urban locatities (100 000 inhabitants or more) b4 b0 3.3 3.7

Costa Rica Total 2.5 23 2.0 2.2
Urban 8/ 5.6 3,7 3.2 3.5

Rural b/ 0.5 0.9 107 0.7

Urban lecslities (20 000 imhsbitents or more) 4.8 b3 3.7 4.0

Rural lacalities {less than 20 000 inhabitants) 1.5 1.2 0.7 1.0

Urban localities {100 QOO inhabitents ox more) b9 B4 3.8 kol

Cuba Total 1.5 1.3 1.1 1.2
Urban _tll 2n5 200 1.7 169

Rural b/ 0.2 0.0 =00k =02

Urban localities (20 000 inhabitents or more) 2.6 2.3 2.0 2.2

Rursl loecalities (less than 20 000 inhabitents) 0.6 0.3 0.0 0.2

Urban lecalities {100 OGO inhabitarts or more) 2.8 2.5 2.2 2.4

Chile Total 1.7 1.6 1.3 1.5
Urban af 2.4 242 1.8 2.0

Rural b/ : 049 -1.0 1.5 1.2

Urban localities (20 000 inhabitants or more) 3.0 2.6 2.1 2.4

Rural localities (less than 20 000 inhabitan:s) 0.6 08 =l.2 ~1.0

Urban localities (100 000 inhabitants or mora) ' 3.3 2.9 2.4 2.7

/Table 3 (continued)
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Table 3 (continued)

Country .’ ‘ i . - Population 1970- 1980- 1990- 1978=
1980 1990 2000 2000

Ecuador . Total o 3.0 C 3.2 2.9 3.0
Urban a/ L% 4.4 4.0 4.2

Rural b/ 2.1 =1 | 1.7 1.9

Urban laealities {20 000 inhabitants or more) 5.0 4o2 4.8 h.6

Rural localities {less than 20 000 inhabitants) 1.9 2ok 1.1 1.8

Urban localities (100 0CO inhabitants or more) 5.6 4.8 5.4 5al

El Selvedor Total 3.0 3.1 3.0 3.0
Urban af k.2 Y 4.0 41

Rural b/ 2.3 2.1 1.9 2.0

Urban loealities (20 000 imhabitants or more) 5e3 502 ko9 5-0

Rural localities (less than 20 QOO inhabitants) 2,3 2,2 2.0 2.1

. Urben localities (100 Q00 inhabitants or wore) " “ 7.2 6.8 6.2 6.5
Guatemala | Total 3.1 2.9 2.8 2.9
Urban s/ 4.5 4.1 4.0 4.1

Rural B] 2a3 2.1 1.8 2.0

Urban localities (20 000 inhabitants or more) Ba2 4.8 4.6 L.g

Rural localities (less than 20 000 inhsbitants) 2.7 2.4 2.2 2.3

Urban localities (100 000 inhabitants or more) 4.8 4.4 4.2 44

Haiti Totsl 2.3 2.6 2.8 2.7
Urban a/f 4.8 4.8 L8 b8

Rural bf 2.7 1.7 1.7 1.7

Urban localities (20 000 inhabitants or more) 5.6 56 Sob 5¢5

Rural localities (less than 20 000 inhabitants) 1.9° 2.0 2.0 2.0

Urban localities (100 000 inhabitants or more) 5.3 5.3 5.1 5.2

Honduras © Totsl 3ok 2.3 5.2 3.3
Urban a/ Soli 5.1 4.7 4.9

Rural b/ 2.3 1.9 1.6 1.8

Urban localities (20 0CO inhabitants or more) 7.0 6.6 5.6 6.2

Rural localities (less than 20 Q00 inhabitants) 2.5 2.0 1.8 1.9

Urben loceiities (100 000 inhabitants or more) ‘ 6.8 6.1 5.5 5.9

Mexico Total Ja1 3.4 3.1 3.3
Urban _(1/ 4.6 bk 3.9 b2

Rural b/ 1.3 T 1el 0.6 0.9

Urban localities (20 000 inhabitants or more) 3 | b9 4.3 4.6

.Rural localities (less then 20 0CQ inhabitants) 2.3 2.2 1.9 2.1

Urban localities {100 000 inhabitants or more) 525 5.3 4.7 5.1

Ricaragua Total 3.3 3.3 2.2 3.2
Urban _g_/ 4.8 4.6 4.2 4.4

Rural _l?_/ 1.8 1.5 1.2 1.4

Urban localities (20 000 inhabitants or more) 6.0 5.5 4.9 5.3

Rural loealities (less than 20 Q00 inhabitants) 1.9 - 1.6 1.2 1.4

Urban localities (100 000 inhabitants or more) Gl 569 503 6.1

,/Tabie 3 (concluded)
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et A aw .

Table 3 {coneluded)

Peried
Country Co Ponulation 1970- 1980~ 1990 19780
= ‘ - 1980 1930 2000 2000
Pensma ‘ Total ‘ 2.6 2.2 1.9 2.0
Urban _9_/ 3.9 z.3 2.9 2.l
Rural b/ 1.3 0.7 0.2 0.5
Urban localities (20 000 inhabitants or more) b7 3.8 3.2 3.5
Rursl localities (less than 20 000 inhatitants) 1.1 0ak =00 0.3
Urban localities (100 000 inhabitanis or mere) 4.6 3.7 3.1 3.4
Paragusy Total 2.9 2.9 2.6 2.8
- Urban s/ b2 bol 3.7 3.9
Rural b/ 2.1 2.0 1.6 1.8
Urban localities (20 000 inhabitants or wmore) 7 7 BB ba2 by
Rural localities {less than 20 000 inhabitants) 2.4 2.3 1.9 2.1
Urban jocalities {100 000 inhabitants ar more) b1 boh 4.0 42
Peru Total 2.8 2.7 2.4 2.6
Urban af 40 3.7 B2 3.5
Rural b/ 0-8 05 0.1 0.k
Urban localities (20 000 inhabitants or more} 4,5 b2 3.6 3.9
Rural localities (less than 20 Q00 inhabitants) 1.5 1.2 0.9 1.1
Urban localities {100 Q00 inhabitents or more) 4.5 b2 2.6 2.9
Dominican Republic Total 2.8 2.4 2.2 2.3
Urban a/ k.6 4.0 3.5 3.8
Rural bf . 1.4 0.8 0.3 C.6
Urban localities (20 000 inhabitants or more) 5.7 4.7 ke bad
Rursl localities (less than 20 COD inhabitants) 1.3 0.7 0.2 0.5
Urban locslities (100 000 inhabitants or rore) So8 5.1 bodt 4.9
Uruguay Totsl 0.3 0-8 0-9 " 0.8
Urban 3/ 0.7 1.1 1.1 1.1
Rural b/ 1.9 - =l.b =1.6 =1.6
Urban locslities (20 000 inhabitents or more) 1.2 1.5 1.4 1.5
Rural localities (less than 20 000 inhabitents) ~1.0 ~0.6 0.7 -0.7
Urban localities (100 Q00 inhabitarts or more) 1.4 1.7 1.7 1.7
Venezuela Totsl 3.4 3.1 2.4 2.8
Urban af 4.3 3.8 2.9 3.4
Rursl bf 05 - 0.l -0.8 =0.3
Urban localities (20 000 inhabitants or more) " 5.0 4.3 3.3 3.9
‘Rural localities (less han 20 000 inhabitants) 0.8 0.2 -7 ~0.2
Urben locslities (100 000 inhabitants or more) 5.5 4.7 3.7 4.3
Latin America Total ‘ 2.7 2.7 2.5 2:6
(tventy countries) Urban af 3.9 3.6 3.2 3.5
Rural b/ 0.9 07 0.3 0.5
Urban localities (20 000 inhabitants or more) o hek 4,1 3.6 3.9
Rural localities (less than 20 000 inhabitants) 1.4 1.2 Da8 1.0

Urban localities (100 000 inhabitants or more) 4.5 ho2 2.8 L0

Source; CELADE, on the basis of official data.

2/ Urban population ss defined in each country.
b/ Rursl population as defined in each country. /Table 4
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Table &

CF WORKING AGE AND ECOXGMICALLY ACTIVE PCPULATION, 1970-2000

" Feried’ -
Country Population 1970= 1980~ 1990~ 1970
1980 1990 2000 2000
Argentina Total 1.5 1.10 0.85 1.09
15-64 1.2h 1.09 1.07 1.1%
EAP -8-/ 1016 1009 1.10 1.12
Bolivia Total 2.66 2.62 2.58 2.62
15-64 2,60 2,88 2.76 2:75
EAP 2,28 2.67 2.79 2,62
Brazil Total 2.87 2.75 2652 2,71
15-64 5003 2D95 2089 2096
EAP 2.84 2292 500 2:92
Colombia Total 2.38 2:46 215 2.33
15-64 3a42 2.75 2,63 2.94
EAP 2.0% 2,82 259 281
Costa Rica Total 248 2,29 1.98 2.25
15-6L 3.85 284 2424 3,01
BAP 3s7h 3,00 2.%2 3,02
Cuba Total 1,52 1,33 1.12 1.722
lS"Gk 2.21 2020 1915 1&85
EAP 2,04 2051 1.28 1.97
Chile Total 1.7 1.6% 1.35 1.57
15-64 2.55 1.88 1.63 2.02
EAP 2.59 2.25 1.69 2.18
Ecuador Total 3.02 3.16 2.92 503
1564 3026 529 a3 3.3
EAP 2.95 2,19 2.37 2,16
El Salvader Total 2996 5006A 2.99 2,01
15-64 3.10 340 2645 232
| EAP 2.85 3.23 3043 3.7
Guatemala Total 3.10 2,91 2:.79 2,93
15-64 3,40 2.29 2,09 3.26
EAP 3,06 3,02 2.9% 3,01
Haiti Total 2635 2:60 2:76 205?
15-64 2.26 2,64 2.84 2.58
EAP 1.85 214 2.35 2:11
Honduras Total 243 2,30 317 3429
15=64 .28 377 3.65 2,58
EAP %08 3,46 3,42 2.32

/Table 4 (concluded)
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Table 4 (concluded)

: Period
Co l.mtry PODU]. ntion 1970 1980 1990. 1970=
: ’ 1880 1990 2000 2000
Mexico o T Tetud 3. 55 338 .09 3a27
1564 558 3.5h 36506 - 3.56
EAP 59 36 ! 30 46 - 3-58 50 l“?
Bicaragua Total 335 329 3215 3.20
15-54 2,96 506 3e65 356
EAP 3,22 .49 3.70 347
Pengma Totzl 2.62 2.15 1.87 2.21
1554 3220 2.93 231 2.81
EAP 278 2.69 2.30 2659
Paraguay Totail 2,90 290 2.62 2.80
1554 3019 3.18 3015 3.17
EMP 3.06 3417 3,21 3,15
Peru , Total 2.99 2.71 2,41 2.64
1564 320 2.0% 2,87 2,03
EAP %07 315 3.06 3,09
Urtguay - Total 0.35 0.80 0,86 0.67
‘ 1564 Oe2lh 0.72 0,83 060
EAP 0.08 0.76 1.02 0.63
Venezuela Total 336 307 2,43 2.96
15"’6“‘ 4025 3n29 2906 3:55
E4P h,07 3.5% 3.1} 3.57
Latin America Tosal 2.71 2.68 ' 2,46 2,62
{twenty countries) 1564 2.99 2.87 2.81 2.89
EAP 2.7 2.85 2.85 2.82

Sourcest ILO, Lebour Force estirates and projections, 1950-2000. Vol. III, Latin America. Second
edition, Geneve 1977,
CELADE, Boletin Demografico, N2 15, January 1975 and K2 22, July 1978.

8/ The ecoromically active population vas calculated by anplying the participation rates from the
JIO study to the population figures published in the CELADE bulletins.

/The third
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- . The third group of countries will be in an intermediate position.
Their annual population growth rates will show substantial declines in

the next two decades, falling well below 3% in the 1980s and nearing 2% in
the 1990s. The annual growth rates of the urban population will be below
4% but above 3%, and the growth rates of rural population will, in general,
increase only very slightly or even go down in the 1990s in countries of
‘such great demographic importance for the region as Brazil and Colombia.
The annual growth rates of the economically active population will
continue to rise, reaching a peak in the next two decades, with levels

of close to or over 3%.

The above fipures show that, with the exception of the countries
in the first“group, the repion will face a considerable challenge in the
field of population. Oh the one hand, the still high rates of urban
population growth will lead to considerable pressure on the physical and
social infrastructure, and on the other hand they will produce an appreciable
change in the distriﬁution, size and relative weight of the rural and
urban strata. In the year 2000 about 80% of the population will live in
towns, and 63% of it will be in towns of 20,000 or more inhabitants.

In Argentina, Chile and Uruguay about 90% will be living in towns, and
with the exception of Haiti, all will have less than half of the population
in the countryside. Thus the analysis of rural problems will differ
substantially depending on the country. The rural population as a socio-
economic category will represent very different percentages of the total,
changing in many cases from the present status of a majority of the
population to a minority by the. year 2000. '

The growth in the economically active population presents a
considerable challenge in the field of employment. In absolute terms,
annual growth rates of about 3% in the labour force are very high by any.
standards and have few precedents at the world level. Moreover; if it
is borne in mind that annual growth in the product per employed person in
Latin America was of the order of 2.8% in the 1850s, rising to about
3.5% in the 1960g, and if it is accepted that this growth conceals é
substantial degree of underemployment, it may be deduced that even if the

present nature of undaremployment is not improved, and even if technological

/change does
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change does not farther. increase the rate of growth in productivity, annual
growth of the order of 6.5% in the product will be necessary merely to
absorb the labour force. However, it does not appear to be easy, given

the form that development takes at present, to avoid increases in the

rate of growth of the product per person employed; nor is it desirable

that the situation of underemployment should not improve. For these

reasons it is easy to see that annual rates of growth of more than 6.5% will
be required. If it is borne in mind that as far as long periods are
concerned the region as a whole has grown with such vigour only bétween

1965 and 1973 - & period of very favourable external circumstances - the

difficulties ahead can be readily appreciated.

3. Macroeconomic and balance*of~paymehts projections

. The macroeconomic and sectoral projections were prepared using an
economic model at Fhe country level whose principal variables are: total
product, consqmption, national savings and external financing, exports
and imports cléssified under major headings, external factor payments,
external debt, terms of trade, and value added, productivity and employment
for five economic sectors.

In the work being carried out at this first stage, consideration is
given chiefly to the following relationships and criteria:

(a) Determination of the investment requivements on the basis of
marcinal capital-output ratios,

{b) Imports classified under five headings, in relation to the domestic
product and investment.

(c) External interest and profits in relation to foreign borrowing
and investment. _

 (d) The terms of trade are assumed to be stable at 1976 levels.

(e) External financing is generally fixed on the basis of arogenous
considerations linked to the experience of the present decade and with
upper limits which are established for external borrowing.

(f) The contribution of the economic sectors in question to.the
product in relation to per capita income. R

(g) The product per employed person in the economi¢ sectors in question

in relation to per capita income and technical progress.
/(h) Finally,
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(h) Finally, an aggrepate saving function is formulated and the
remainder of the variables are determined using accounting equations.

The model operétes by adépting the level of dynamism defined for.
each country in the corresponding scenario and producing projections for
financing and the limits of external borrowing. As a result, it may be
said that in general terms exports prove to be essential for maintaining
the balance of payments within 1limits deemed acceptable. . Nevertheless,
there is no mechanical, uniform approach to all countries. Exogenous
variables and the model's solutions are examined bearing in mind the .
specific circumstances of each country or group of countries.

Thus, for example, the econometric import functions are adjusted,
in some cases, in order to take account of national policies already adopted
in the field of industrialization; the relative magnitude established for’
external financing is examined in relation to the present extent of
borrowing, which varies substantially from one country to another; and
its effects on the mobilization of domestic resources in terms of savings
are analysed. When considering the growth targets which characterize
the various projected scenarios, account is taken, as was explained above,
of national development plans, specific domestic énd external circumstances,
historical .experience and the principal factors  which gave rise to this.
In addition, the projections of import and export requirements. which
emerge from this econometric model are brought into line with the more
disaggregated projections which are obtained from the external.trade model
described below. .

(a) Sectoral macroeconcomic projections

Using the methodology described above, the projections show the effects
of various rates of dynamism on the macroeconomic and sectoral variables

mentioned above,

(i) First scenario.. The first scenarioc assumes, as has already been

said, growth of about 6.4% a year for the region as a whole. The accumulation
required in order to achieve the dynamism based on past trends will to a -
large extent depend on the country being considered, the level of the rate

of growth being analysed and the productive changes adopted.

/The 1970s
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The 1970s have been marked by great variability in the marginal
product-capital ratios. At the beginning of the decade ther: was a
considerable rise in such ratios, while the reverse has occurred in
recent years. '

At the beginning of the decade it would appear that two factors
combined to raise the product-capital ratios. After passing through periods
during which its imports declined comsiderably, Latin America began in the
mid-1960s to expand its external trade. As & result, éupply became
flexible, and there is no doubt that this fact must have led to greater
efficiency in the use of capital. Secondly, the high growth rates ccexisted
with very vigorous demand, which considerably increased the degree of
utilization of installed capacity. In recent years these tendencies have
become reversed, with the added fact that notwithstanding the decline in
dynamism, investment continued to expand, and this naturally contributed to
a reduction in the marginzl product-capital ratios.

In the analysis basad on past trends, accumulation requirements similar
‘to the long-term requiremsnts were accepted for most countries, since if
the 1970s are looked at as a whole, the results do not differ substantially
from those achieved in previous decades. It is postulated that if for the
long-term analysis the cyclical movements in greater or lesser use of
installed capacity offset one another, results similar to those of the
long-term trends will be achieved.

On these assumptions, and with the rates of dynamism considered, the
accumulation requirements‘at the national level were estimated. In general
terms, the three economically most important countries will have relatively
high requirements, either because high rates of growth are postulated for
them, or because, as in'the case of Argentina, the product-capital ratio
is rather low. The investment ratio of these countries is 22% on average.
In the medium-sized countries the requirements differ greatly, ranging
from about 10% up to 34% (Venezusla). The swall countries show less

disparity, with an average figure of 17% (see tables 5, 6, 7 and 8).

fTable S
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Table 5

LATIN ANERICAE/s GROWTH AND DISTRIBUTIOK GF THE GROSS DOMESTIC FRODUCT AND EVOLUTICN
CUF THE EXTERNAL SECTOR

Hypothesis: Continuation of past GIP grovfh trends

(Percentages)

i Gross Gross . . Exports of Terms Irports of Net payments : Gross . Gross

Periad domestic domestic Tﬁ”at.on ggids and of irage goods and of profits ??t ex?ern:} national domestic
produet investment consdmpta services effect services and interest ihancing Db savings income
Annual growth rates
Historical evolution, 1950-1976
1950-1960 5.2 6ol 4.9 4.0 . 3.5 " sen . 4.7 4.8
1960~1965 53 - 503 b7 46 eas 36 | ess eon 6.6 5.0
1965-1974 6a7 O 10.4 a3 b6 - son T 9. vos 9.8 7.0
197k-1976 4,0 Bl 3.6 1.4 ase =2.2 aca eso 1.9 : 3.3
Projections, 1980-2000 .
1976-1980 - 5.8 0.6 .3 7.6 - - cca 5.9 ceo P 0.8 5.9
1980-1985 % Oolt 6.h 6.3 esa 7al sos aca 6.3. 6.3
1985—1990 6n5 6,& 6a1} 602 ) ) .nou 699 ags apo 6»2 6ah
1950-2000 6okt 6.5 6o% 6.8 aoe 6.6 - a0 soo 605 6.5
As percentsges of the gross domestit product
Ristorical evolution, 1950-1976
1950 o 100.0 18.3 B3.4 14,0 5.3 15,7 . 27 -0.8 19.1 105.3
1960 100.0Q 19.9 81.0 12,5 o 1.3 13,4 1.9 1.6 18.3 101.3
1970 1000 2.5 78.7 11.3 - - 1.8 1.9 19.6 100-0
1976 100-0 26.6 75k 97 1.5 11,7 1.9 2:3 24,3 101.5
: ' Projections,,1986-2b00

1080 E 100.0 . 2.7 797 10.3% 1.8 11.7 2.1 1.7 20.0 101.8
1985 lOOeO 2108 8090 109‘} 2«:0 12u2 2$0 leg 2000 10200
1950 100.0 - 2.9 80,3 10.3 2.1 12.5° 2.0 2.1 19.8 102.1
2000 100.0 2221 80,0 10,7 2.3 12.8 2.4 2.2 19.9 102.2%

-Ea.—

Sourcel CEPAL, on the basis of officisl data.
8/ Including 19 countries; excluding Cuba and the Engllsh-speaklng Carxbbean countries.
E] Includlng net private tramsfer payments.



LATIN AFERICA (LARGE COUNTRIES)E‘/g GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVOLUTION OF THE EXTERNAL SECTOR

Table 6

Hypothesis: Continuation of past GDP growth trends

(Percentages)

Grass Gross Total Exports of Terms=of~ ‘Imports of Net pasyments Net Gross Gross

Period domestic domestie conszmatinn goods and trade goods and of profits external naticnal domestie

product investment P services effect services and interest f‘inancinggl savings income

Annual éggwth rates
Historial evolution, 1§50-1976
1950-1360 Saht 7ol 4.9 Fol ses 2.8 soa soo 5.5 5.0
1960‘1965 SD:.j 501 %6 "|'o2 Qog -2u3 ooo wo0 ?g? 502
1965-1974 7D 11.8 6.8 6.2 ouo 12.2 coe 900 10,0 70
1974—19?6 1},,2 300 3(:5 1@8 oao -602 vha LY-2° zln? LL.D
Projections, 19802000
1976-1980 5.8 ~C.8 7.9 8.7 cie 4,9 ooa wao ~0.0 6ol
1980-1985 6.6 6.6 6.7 6.8 . 767 oua coa ) 6.7
1985-1990 6.7 6.7 6.7 6.8 75 oo vos 6.5 6.7
19%”2000 6u? 6:8 607 705 ﬂ_u . 7:»1 soo era 60? 69?
As percenteges of the gruss domestic product
Historieal evelution, 1950-1976
1950 100.0 17.1 85.3 10.4 ot 12.8 1.0 =1.0 18,1 1044
1960 100.0 0.6 8l.1 B.3 0.4 10.0 1.0 2.4 18.2 10004
1580 100.0 225 78.1 77 0.0 8.3 1.3 l.8 20.7 100.0
1976 100.0 28.4 73.0 6.8 Qob 8.2 1.9 2.9 25:2 100.4
‘Prajections, 1980-2000

1960 100.0 21.9 78.5 75 ¢.9 7.9 241 1.6 20.2 100.9
1985 16050 2.9 78.8 7.6 1.0 8.3 2.0 1.7 0.2 101.0
1390 106.0 21.9 79,1 7.6 1.1 8.6 2e1 1.9 20.0 101.1
. 2000 100.0 21.9 78.8 8.2 1.1 8.9 Zaly 2.0 20.0 101.1

Sources CEPAL, on the basis of official data.

L °TIqeL/

2/ Comprising Argentina, Brazil and Mexico.
b/ Including net private transfer payments.

~
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Table 7

LATTH AMERICA (MEDIUM-SIZED COUNTRIES}E/= GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVCLUTION OF THE EXTERNAL SECTOR

Hypothesis: Continuation of past GDP growth trends

(Percentages)

Net

Gross Gross. Exports of Terms=of= Imports of payments Net. Gross Gross
. . domestic Totsl . _ external . ) .
Period domestic . goods and trade goads and of profits . . national dorestie
L nvest- consumption . ) . financing . .
prodict ment services effect Services and s5avings income
interest 2’
Annual grovth rates
. Historicel evolufion, 1950~1976
1950—19&) 5-‘:# 5c6 - 5.5 5.7 con "oa ace . voa ll'o‘!i‘ 5.0
_1960-1965 5.0 ] 5.9 5.% 4.3 aoy 1.2 saa coo 5.8 4.9
1905-1974 4.7 5.9 5.5 1.6 eos 6.3 voe vou 5.5 6.1
1974-1976 2.9 3.0 3.8 : =1.1 cas 3.5 sne enn «B.8 0.1
Projections, 1980=2000
19761980 5.4 6.0 5.6 5.0 e 7.0 vos wos 3.9 5.3
1980-1985 Soh 5.7 5.6 5.5 sas 0.5 eae cas 5.4 5.5
1985-1990 S 5.7 5.6 5.2 sow €4 oo cas 5.2 - 5e5
19902000 5.5 5.8 5.5 5:9 asa 6.2 oo oo : 5.8 5.6
As percentsges of the gross domestic product
Historical evolution, 1950=1976
1950 1000 24.8 762 22.3 8.8 23.2 7.8 0.2 2h.6 108.8
1.960 100&0 2009 Wal 2209 4=5 2058 ‘-hB ’ —105 2202 10405
1970 100.0 204 ?7.2 19.0 0.0 16.6 3.2 1.0 19.4 100.0
1976 100.0 23.0 BL.2 14.9 Bkt 19.1 ) ~0.6 23.6 106.4
Projections, 1980w2C00
1980 100.0 23.5 82.0 147 6ol 20.3 1.7 1.2 2.3 10601
1985 100.0 23.9 82.8 14.8 6.7 21.5 1.5 1.5 . 22.h 106.7
1990 100.0 24.3 83.6 14.7 7.3 ©22.5 1.5 2.1 22,2 107.3
2000 100.0 25.0 83.9 15.2 8.7 2ol 1.8 2.1 229 108.7

Source: CEPAL, on the basis of official data.
o Comprising Chile, Colombia, Peru and Venezuela.
4/ Including net private trensfer payments.

-SZ..



JO UOTIBUTWEXT/

LATIN AVMERICA (SMALL COUNTRIES)E'/: GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVOLUTION OF THE EXTERNAL SECTOR

Hypothesis: Continustion of past GDF growth trends

Table 8

(Pgrcentgges)

.

. Net
Net

Gross dG;os:ic Total Exports of Ternseof= Imports of payments ext:rnal Gross Gross

. ORnes . * -

Peried domestic invest ° at' goods and trade goods and of profits £ . national domestic
product * consumpLion  services effect services end INENCing savings income

pent . T4
interest - L
Annusl growth rates
Historical evolution, 1950-1976
19501960 3.6 3.8 3.9 2.8 e 4.3 voe cae 0.3 5.2
1960-1965 h.3 5.4 4.0 6.8 veo 6.0 6.5 4.3
1565-1974 5.3 9.5 4.8 6.7 . .- soo 7.5 . sua 8.6 5.4
1974-1976 k7 3.8 3.8 k.3 0.6 . 8.0 4.2
- Projections, 19602000 ;)
1976-1580 5.3 1.4 5.9 8.3 7.0 0.2 5.4 ‘l”
1980-1985 5.4 5.7 5.4 6:1 cva .3 v soa ) DD
1965=1990 5.5 5.8 5.6 6.0 won 6.2 son o 5.6 5.6
1990-2000 5.7 SS9 5.7 6.1 soa 6.2 so cwn 5.7 5.7
. As percentages of the gross domestic product
Historical evelution, 1950-1976
1950 S 100.0 12.9 866 18.6 4.3 18.2 2.6 2.0 14.9 104.3
1960 100.0 13.1 89.0 17.2 0.1 19.3 0.9 3.0 10.1 100.1
1970 100.0 16.7 86.3 19.8 0-0 22.8 1.8 b3 12.4 100.0
1976 100.0 19.2 82.6 21.6 w2 234 2.5 3.4 15.8 99.8
Projections, 1980-2000

1980 100.6  16.5 8h.3 2.1 ~0.0 24,9 3.0 3.5 13.0 100.0
1985 100.0. 16.7 84.3 24,9 0.1 25.9 2.9 3.7 13.0 100.1
1990 100.0 16.9 8h.b 25.4 0.2 26.7 2.9 %-9 15.1 100.2
2000 100.0 17.3 84.3 26.3% 0.5 27.9 3.3 4.3 13.0 100.5

Source: CEFAL, on the basis of official data.

g_/ Comprising 12 countries: Folivias, Costa Rica, Dominican Republic, Ecuador, El Salvador, Gustemala, Haiti, Honduras, Nicaregua, Pansma, Paraguay &nd

Urugzuay -

b/ Including net private transfer payments.
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Examination of the accumulation requirements in this scenario based
on past trends shows that, in most cases; the capacity to absorb
investment will not bz an obstacle to economic growth; Almost without
exception the countries can point to periods whgqmagggmulafion exceeded
the levels adopted here.

In order to achieve these ratios, investment should grow at about
6.5% a year for the region: nearly 7% for the large countries and somewhat
less than 6% for the medium-sized and small countries.

In these circumstances it does not seem difficult either for investment
to be financed domestically. The domestic saving potential has proved
fairly high in many countries of the region, and it would be easy to reduce
the historical valles of external financing; Sinée, however, it is known
that external resources will be needed because of balance-of-payments
problems, the concern is reversed, and the task is that of ensuring that
the ratio between national saving and the domestic product is not markedly
reduced. Performance in the past décade permits values of about or more
than 20% for most of the large and medium-sized countries. Hevertheless,
for the small countries the levels of domestic saving fall well short of
20%, and in many countries do not even reach 15%.

One may thus obéerve clear differences in the manner of Ffinancing
accumulation. On the one hand, the larger countries align their dcsestic
saving structures with the accumulation requirements, even when they are
growing at high rates. On the other hand, a group of small countries,
because of balance-of-payiments problems, do not succeed in making proper
use of their domestic saving potential. ) A

Annual average growth of about 6.4% woﬁld be achieved with growth of
3.5% in agriculture, 7.2% in industry (manufacturing would grow at 7,4%)

and 6.2% in the services sector (see table 9).

/Table 8



LATIN AMERICA (19 COUNTRIES): GROJTH AND STRUCTURE OF GROSS DOMESTIC PRODUCT
ENPLOYMENT, BY SECTCR OF ICOMIC ACTIVITY

Table 9
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Hypothesis: Continuation of past GDP growth trends

AND

Totel gross domestic product s/

Agriculture
Industry
Manufacturing
Other bf
Services
Basic 2/
Other g/

Gross domestic preduct per
employed person af

Agriéulture
Industry
Manufacturing
Cther 3/
Services
Basic E/
Other df

Enployment

Agriculture
Industry
Menufacturing
Cther b/
Services
Basic 2}'
Other 4/

Annual growth rates

Percentage of the.total

1950- 1960~ 1970-  1960-  1990- o0 1980 1990 2000
1960 1970 1980 1950 2000

5.1 55 60 63 6b 100:0 160.5 . 100.0 1000
3.5 33 33 35 35 13.3 10.3 . . 79 6.0
$o2" G2 65 742 7.2 3,1 35,7 38,7 §1.7
Be5 69 7.0 73 ok 24,5 26,7 . 295 7 32.3
5.6 hob Sob 6.6 6.7 9.6 9.0 9.2 Goh
5.0 5.7 603 62 602 5206 54,0 53,4 52,3
501 Bob 7.3 7.1 . 7al 8.0 91 9.8 104
5.0 5a5 6ol 6.0 6.0 b4o6 44,9 43.6 41,9
22 Zeke/ b 36 37 1000 1000 100 100:0
2.3 300 2.5 2.7 2.9 32.5 29,7 27,2 25.2
3.8 2.8 302 4.0 4.1 15804 154.6 159.9 16604
42 3.7 3.8 4.3 4,5 162.3 1684 160,4 193.9
3.0 007 b 30 32 49,1 1242 1174 1119
1.5 =51 2.5 2.4 2.6 14005 12840 114.0 101.9
1.3 3.6 2. 3.6 3.8 158:9 157.7 - 15607 15805
1.6 1.3 2.3 2,2 2.3 137.6 12%.3  107.4 9306
2.2¢/ 2.lef- 25 2.6 2.6 100.0 1000  100.0  100.0
103 0:3 0B 0.7 0.5 k1,1 248 28,9 2%e5
2.3 3.h 3.3 3.1 3.0 21.5 23.k 24,2 25,1
2.3 302 3.0 2.9 2.8 15.1. 15.9 16,3 1507
2.5 440 367 2.5 3.3 bolt 762 7.8 8ok
3,5 346 307 3.7 3.6 374 42,1 46,9 S1.3
3,0 2.8 3.8 okt 3.1 5.1 5.8 602 6.6
2.4 308 3.7 307 22,4 3603 40,6 b8

3.6

Source: CEPAL, on the basis of official data.

8/ On the basis of values at 1970 prices, at the exchange rate for imperts.

b/ Mining and quarrying and construction.
of Electricity, gas, water and sanitation; transport end communications.

df Commerce and finance; ovmership of dwellings; genersl government; defence snd miscellancous services.

3_/ Excluding Dominican Republic, Haiti and Uruguay.

/This growth
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This growth wouid implylaAcﬁﬁsiderable drop in.the relative contribution
of agriculture to the product, from about 8% in 1990 to about 6% in the
year 2000, whereas fhe.degree of‘industrialization would rise markedly, and
lmanufacturing would represent 29%.in 1390 and 32% in the year 2000, If
the remainder of the output of non-agricultural goods (mining and quarrying
and construction) is added to manufacturing, the figures would be. 36% in
1990;and 42% in the year 2000. The contribution of serwvices would remaih'
at about 53%. The marginal changes which may be observed are due to a rise
of 8-10% in basic services 7/ and a fall in other services (from 45 to 42%)
(see table 9).

These figures show that towards the year 2000 the Latin American
economy will irreversiblv become an urban economy. Although the role of
the agricultural sector will contihue'to be important in economic, social
and nutritional terms, it will lose relative importance in the structures
of prdduction and employment. |

of course, these overall figures conceal substantial disparifies; 7
In order to give a more precise picture, it'will be necessary to deal with
various groups of countries at the same time. In its desire to precvide a
general picture, the present report has opted for a classification into
large, medium-sized and small countries which, though it still conceals
some differences, is one of the types of grouping whicﬁ best illustrates
the regional heterogeneity.

In the economically and demographically largest countries 8/ the
overall growth rate will be somewhat higher, reaching 6.7% a year. The
agricultural sector will maintain the rate of the .region as a whole (3.5%)
and the principal engine of growth will be manufacturing, which will grow
at the rate of 7.6% {(see table 10).

7/ Electricity, gas, water, sanitation, transport and communications.

8/ Argentina, Brazil and ilegico.

/Table 10
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Table 10O

LATIN AMERICA (LARGE COUN'B?IE‘S)E'/: GROWTH AND STRUCTURE OF GROSS DOMESTIC PRODUCT AND EMPLOYMENT,

BY SECTOR CF ECOMOGHIC LCTIVIIY

Hypothesis: Continuation of past GDP growth trends

Annual growth rates Percentage of the total

1950~  1960- 1970- 1980-  1990-
1960 1970 1980 1990 2000

1970 1980 1990 2000

Tots! gross domestic product b/ 5.3 5.8 6.5 6.6 67 1000  100.0 1000 1000
Agriculture 2.7 %1 2.2 3.5 3.5 11.4 8.4 6.2 4.6
Industry Bo3 68 73 75 7.5 35,0 37.7 h.0 S

Manufacturing 6.5 7.1 7ob 7.6 7.6 271 29.5 32.2 34.8
Other ¢/ Sub 5.6 7.l 7.8 7.3 7.9 8.2 8.9 9.3
Serviees ‘ B Bs2 66 Buh 6ub 53.6 5309 52.8 513
Basic 9/ Sl 6.3 Zh 7.3 73 7.7 804 8.9 9o4
Other ef $02 5.8  6oh 6.2 6.2 45.9 45.5 43,8 41.9

Gross demestic product per

employed person bf o 2.9 36 28 39 39 1000  100.0  100.0  100.0
Agriculture © 2l 50 78 3.l 3.3 29.6 2.9 250 23,7
Industry 3.8 %1 7 4,2 4.3 158.4 1575 163.2 170.1

Manufacturing b2 3.9 3.0 4.4 4.5 178.1 179.8 190.2 202.9
Other ¢/ 2.6 1.0 3.3 %7 3.7 11h8  109.2 1078  106.0
Services 1.7 2.1 2.5 2.5 2.6 135.3 120.0 105.7 9%.8
Basic 4/ 1.l L6 %3 3.7 3.9  152.9  146.k  14h.3 1447
Other of ‘ 1.8 1.7 24 2.3 2k 1333 116.2 100.2 87.0

Employment 25 21 26 2.7 28 100.0 1000 1000  100.0
Agriculture 1.6 0.1 0.5 0.k 0.2 38.4 31.1 2h.9 194
Industry 2.5 3.5 345 3.2 3.1 22,1 240 2502 25.9

Manufacturing 2.3 %al b 3.0 2.9 15,2 16.4 16.9 17.1
Other of 2.7 kS 3.6 3.6 B4 6.9 7.6 8.2 8.8
Services 3.4 37 k0 2.8 3.7 30,5 44,9 49.9 54,7
Basic df 30 1?7 40 3.5 3.3 5.0 507 602 6.5
Other e/ 3.4 40 40 3.8 3.7 34.5 39.2 k3.8 48,2

Source: CEPAL, on the basis of official datg.

2/ Comprising Argentina, Brazil and Mexico.

2/ On the basis of values at 1970 pricss, at the exchange rate for imports.

_c_/ ¥ining and quarrying and construction.

4/ Elsctricity, gas, water and sanitaticn; transport and comrunications.

' _e_a/ Commerce and finance; ownership of dwellings; general governments defence end miscellsneous services.

/Dynamism in



Dynamism in the medium-sized 9/ and small countries will be markedly
1ower, reaching only 5.5% and 5,6% respectively. The agricultural and
manufacturing sectors of the small countries will grow at distinctly
“mhigﬁgr rates than those'in the medium-sized countries (3.8% and 6.8%, as
~against 3.2% and 6.5% respectively), with"grbwth in services in the
medium-sized countries acting as the factor whlch balances the overall
‘rates (tables 11 and 12). , .

These growth rates will mean that these three groups of countries will
have rather different structures by the year 2000,

Thus, for the large countries agrlculture w1ll contribute 6% in 1990
and only 4.6% in the year 2000. Their degree of industyialization will.
xfeach 32% in 1990 and 35% in the year 2000, with.services, in contrast,
declining to only 51% in the year 2000 compared with 545 in 1980, Implicit
in these figures is the clear tvend towards the contirued vigorous '
incorporation of new industrial branches and the very clear strengthening
of services associated with production, including the modernization of
commercial and financial systems and finally the consolidation in some
‘countries of a preponderantly urban economy (see table 10).

. In the medium-sized countries the situation will be different. The
combipation of a drop in the contribution of agriculture and a relatively
low degree of industrialization will lead to the rapid expansion of services.
‘Thus, vhen the contribution of agriculture sinks to 8% in the year 2000,

- the degree of industrialization will still‘be only 25%. For a similar
contribution from the agricultural sector the large countries would have

a degree of ihdustrialization of 30%. 1In these circumstanceé, services will
represent 57% of the product of the medium-sized countries by the year 2000.
There is no doubt that the difficulties which these countries have already
encountered or are encountering,in achieving greater‘expahsion of certain
industrial branches will if not resolved, lead to a distortion of the

services sector (see table 11).

9/ Chile, Colombia, Peru and Venezuela.
/Table 11
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Table 11 .
LA'i‘IN ATERICA (MEDIUM-SIZED CCUJ"TRIES}E;I (RCWIH &40 SIRUCTURE CF CGROSS DOMESTIC FRODUCT AND SMPLOYIENT,
BY SECTOR OF ECONCIIC ACTIVITY

Hypothesis: Continuation of past GDP growth trends

Annual growth rates Percentage of the total

1950= 1860~ 1970- 1980~  1990-
1960 1970 1980 1990 2000

1970 1980 1990 2000

Total gross demestic produst 2/ 2a2 5:0 A7 _5’:_’4_ 3:5 100,0 160.0 100.0 10¢.0
Agriculture 569 3.5 2.9 3.2 3.2 14,2 11.9 9.7 7.8
Industry Ok 4.8 2.6 5.8 6.0 2600 2.4 33,5 35,0

Manufacturing ] 6.2 5.2 6.4 6.6 19.6 20.6 22.6 25,0
Other cf Bl 33 1.3 A6 k6 16.3 11.8 10.9 10.0
Services 4.8 5.5 5.9 5.6 5.6 4g.8 55.7 S6.8 57.2
 Basic df 5.2 70 7 66 6.7 a2 11.8 13,2 14.8
Other e/ L7 52 5.5 5.4 5.2 40.7 43,9 43.7 42,5

Gross domestic product per

employed person _lz/ 13 28 26 2.9 31 100.0 100.0 100.0 100.0
Agriculture 3.3 2.8 2.0 2.3 2.6 37.5 35.5 33.3 2.6
Industry 4,2 1.5 1.4 Fel Bak 154.9 137.3% 1%9.7 143.7

Fenufacturing ho2 2.4 3.1 3.9 Ll 119.5 125.1 1%6.7 149.5
Other of 4.3 1.0 -1.2 1.7 2.0 240.3 165.8 156.5 131.1
Services 1.3 1.9 2.8 2.2 2.4 127.7 129.9 120.8 112.2
Basic df 1.6 0.7 3.5 3.3 2.8 178.0 150.5 16040 166.5
Other ef 1.2 2.1 2.6 1.9 2.0 125.6 125.3 113.1 100.8

Esployment L8 23 21 24 2.3 100.0 1000  100.0 1000
Agriculture 0.6 0.7 0.9 0.9 0.7 377 33.6 23.0 24,6
Industry 2.1 3.3 2.2 2.6 2.5 23.2 22.6 23.9 24,3

Henufacturing 2.3 3.8 2.3 2.5 2.4 16.4 16.5 16.5 16.7
Gther ¢f L7 2.3 25 29 256 6.8 7.1 Tolt 7.6
Services 3k 3.6 3,0 Bk 3.1 29,1 52.8 47.1 51.0
Basic t_i_/ 3.6 6c3 2.8 3.2 2.8 6.7 7.8 8.5 8.9
Cther ef 3 Bl 2.9 34 32 32.4 35,0 368.6 k2.2

Source: CEPAL, on the basis of offieial data.

8/ Comprising Chile, Colombia, Peru and Venezuela.

Bf On the basis of values at 1970 prices, at the exchange rate for imports.

¢f Minning and quarrying and construction. .

2/ Electricity, gas, water and sanitatien; trensport and comunications.

3/ Commerce and finances ownership of dwellings; genersl governments; defence and miscellaneous services.

/Table 12



- 33 -

Table 12

LATIN AMERICA (SMALL CCUNTRIES)S/: GROWTH AND STRUCTURF OF GROSS LOMESTIC PRODUCT
AND EMPLOYMENT, BY SECTOR OF ECOROMIC ATIVITY

Hypothesiss Continuation of past GDP growth trends

Annual growth rates Percentage of the total

1950- 1960~ 1970- 1980- - 1990- 1570 2680 199 2000

1960 1970 . 1980 1990 2000
Total gross domestic product 2/ 3.9 i‘;"-é Sob 55 5.7 . 100.0 100.0 100.0 1C0.0
Agriculture 2::6 5:15 399 3:-? 5‘:6 2596 2202 1806 15.2
Industry 4.1 5.6 7.l 6.5 6.8 22.8 26,9 29.8 30.5
Manufacturing b 508 6.3 6.7 7.0 16.9 18,5 20.8 234
Other cf 33 %1 93 6.1 6.2 59 8.5 9.0 9olt
Services b7 4o7 5.2 5.7 5.8 51.6 50.9 51.6 52,0
Basic df ho? 5.6 B.7 6.8 6.8 8.0 8.9 10.0 1.1
Other e/ L6 4.5 5.0 5.4 5.5 43,6 42,0 4.6 40.9

Gross domestic product per 7 .
enployed person b/ 20l 37% 29 30 32 1000 1000 1000 1000
Agriculture 1.7 3.1 2.3 2.3 2.4 460 43,7 40.7 37.6
Industry 1.6 b8 33 32 305 1331 14104 FLEDS B LV e
Menufacturing 2.9 5ok 3ok 3,7 3.9 131.5 141.1 1511 1621
Other cf =13 3.0 3.1 2,1 2.4 1281 141.9 © 130.2 120.8
Services 0.8 2.2 1.9 2.0 2.2 190.1 ' 168.7 - 1537 132.6
Basic df 2.6 2.9 3.1 3.2 2ok 238.9  246.6 251.5 256.0
Other e/ 0.6 2.0 1.6 1.8 2.0 183.4  1%8.1 14065 1243
Erployment ;_.,9.‘_'/ 1.9 x/ 2.4 _2_1_1 24 1000 200.0  100.0  100.0
Agriculture 1.0 0.9 1.5 1.4 1.2 5507 50.8 45.8 40.6
Industry : 2.1 2.8 3.7 2,3 32 17.2 19.0 20.6 22,2
HManufacturing 1.8 2.4 2.8 2.9 2.9 12.9 13,1 " 13.7 144
Other of , 3.2 k.0 6.0 2.9 3.7 4.3 7o 6.9 7.8
Services 4ol 3B 303 3.6 3.5 27.1 0.2 336 27.2
Basic _d./ 3.8 ,403 30“ 3¢5' 3:-3 303 396 4.,0 403
Other ¢/ Ha2 a5 3.3 3.6 3.5 22.8 2.6 29.6 32.9

Sources CEPAL; on the basis of official data.

3/ Comprising Bolivia, Costa Rica, Dominican Republie, Ecuader, El Salvidor, Guatemala, Haiti, Honduras, Nicamegus,
Penama, Paragusy and Uruguay.

b/ On the basis of values at 1970 prices, at the exchange rate for imports.

¢/ Mining and quarrying and construction.

G/ Electricity, gas, water and sanitation; transport and communications.

E/ Commerce and finance; ownership of dt\rellings; general governmenti defence and miscellaneous servites.
£/ Excluding Dominican Republic, Haiti and Uruguay.

/The structure
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The structure of the small countrizs differs from the previous two
groups.- The drop in the contribution of agriculiture will be smaller,
and agriculture will stiil contribute 16% in the year 2000. Industry
could well increase its centribution to 23%, on the assumption that these
countries, having begun to industrialize late, will still have more room
"to progress, while their marginal situation in many markets will assist
their exporting position. Consequently, the services sec¢tor will represent
only 52% by the year 2000 {see table 12).

Comparison of absolute values, in turn, shows that the projects which
are necessary if the trends described are to be followed are of extremely
different magnitudes in the three types of countries. In addition, there
is no doubt that the trend-based analysis already to some extent reflects
~the effect that the larger countries are beginning to have on the remainder
and in some way maintains the possibility of industrial growth, especially
in the smallest countries.

The productive transformations anc the rates of dynamism described
above will to a large extent be based on substantial technological change.

' The decades since the war have registered high and increasing growth rates
for the product per ewployed person (2.8% a year in the 1950s and 19605 and
about 3.5% in the present décade). Projections of the product per employed
person have been made by cconomic sectors, using a ecross-cut of the 1850s,
1960s and 1970s for the Latin American countries and a selected group of
developed market economy countries.

~In the égricultural sector continued growth may be observed over
time in the elasticity of the product per employed person vis-a-vis the
per capita product of the economy as a whole, This phenomenon reflects,
on the one hand, the growing importance in agricultural output of modern
capitalist enterprises at the expense of peasant agriculture. loreover,
the introduction of mechanization or the use of fertilizers and other
modern techniques in the ceasant économy - even on a small scale - leads
to substantial increases in productivity, since the initial levels are so

low.

/In this
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In this first scenario, the product per employed person in the
agricultural sector will grot by 2.9% per year in the next two decades.
This growth will be more intensive in the large countries, where it will
reach 3.2% while it will be only about 2.5% in the medium-sized and small
countries. _

As a consequence of the lévels of agricultural dynamism and productivity,
employment in the sector will grow slowly, by only slightly over 0.55%.

The differences between countries will be sharper in this case, since
employment will grow by 0.3% a vear in the larse countries and by 0.8% in
the medium-sized countries, while it will still be an appreciable source
of absorption in the small countries, prowing by 1.3% (see tables 9, 10,
11 and 12).

In manufacturing, the growth of the product per persqn-emplbyed has
been substantial in recent decades, and has reached .an annual average rate
of over 4% in the present decade. If one examines the values of the
product per employed person in the various Latin American countries and
compares them with the corresponding per capita incomes, one sees that
" the curve representing the ratio between the two variables retains almost
the same shape between the years 1950, 1960 and 1970. For the same value
of per capita income one finds increasing values of the product per employed
person in the manufacturing sector as time passes. Thus, a country which
manages to achieve a certain level of income ten years after another will
nor be able to generate similar levels of employment, or in order to do s0
it will have to accumulate more capital and grow faster. This technical
progress factor has reduced, and will reduce.in the future, the rates of
growth in employment wvhich might have been achieved if the present productivity
per capita income curves had been maintained. _

Growth in industrial employment varies substantially in such
circumstances, both between countries and over time. For example, if. the
present industrial growth rate is maintained, the rate of growth of
employment will be lower in the 1990s than in the 1980s. F

In these circumstances, productivity in manufacturing will increase.
by B.S% a year in the 1980s, while that of the entire sector preducing

non-agricultural goods will rise by 4% a year {(see tables 9, 10, 11 and 12).

/The rates



The rates of dynamism and degress ¢f industrialization assumed in this
scenario based on past trends will imply rates of increase in manufacturing
employment for the 1980s runping from necr-stagnation in some countries
to rates of about 4% for others. The lcwéSt values will correspond to the
three countries in the Southern Cone {Argentina, Chile and Uruguay). and
the two econcmically and demographically largest countries will have rates
of about 3.5% a year. If the groups of countries are analysed by size it
will be the medium-sized countries which will generate the lowest growth
rates of employment, with an annual rate of 2,5%. Tor the region as a whole
employment in manufac¢turing will grow by 2.9% per year, while employment
in the entire sector producing non-azricultural goods will increase at the
rate of 3.1%.

Employment in the services sector has been estimated on the assumption
that the present proportion of underemplovment will be maintained and that
productivity will expand in line with a similar trend to that described for
manufacturing, though naturally at lower levels. For basic services 10/
at the regional level, a vate of growth in the preduct per employed person of
3.5% a year can be expected, while the figure for the rest of the sector
will be 2.2% a year. Cmployment will grow at 3.7% per year - a high rate
and one which brings with it a strengthening of the role of services in
the occupational structurs.

On the assumptions set forth above, total employment in Latin America
will expand at about 2.6% a year in the next two decades. This figure
shows that, even if the present situaticn of underemployment is not changed,
there 1ill still be a marked imbalance Letween the growth in the labour force
of 2.8% a year and the capacity of the production system to increase employment
by only 2.8% a year. This discrepancy in rates would alone increase the
rates of open unemoloyment by 5% between 1980 and the year 2000, Thus, if
open unemployment is 7% in the year 1980, it will reach 12% in the year 2000.

This increase in open unamployment, which is serious enough in itself,
also conceals two interrelated phenomena which have considerable Impact.
on the distribution of income and situations of poverty: underemployment

and differences in productivity - both within and between sectors.

}9/ Electricity, gas, water and sanitation, and transport and communications.

/Underemployment is



Underemployment is a phenomenon which fundamentally affects the
agricultural sector and a group of urban seyvices. As was explained when
projecting the productivity of services, this productivity was estimated
in line with historical trends, which implies the maintenance of the -
percentages of underemployment in this sector. Thus this fact alone means '
that if we add to the figures for open unemployment the figures representing
the equivalent unemployment disguised by underemployment, a level of
under-utilization of the labour force of well over 30% is obtained.ll/

With the changes in the occupational structure which will occur by the’
end of the éentury, agricultural employmeﬁt will have been reduced from
the present 35% to 24% and the services sector will remain the maﬁor
absorber of employment, increasing its share from the present 49% to 51%.
In other words, since the sectors producing non-agricultural goods will
be incapable of employing all of the labour force released by thg
agricultural sector, it will be impossible to reduce underemployment in =
urban services (see tables 9, 10, 11 and 12).

Sectoral productivity trends will also tend to differ to an increasing
extent. The product per perscen employed in manufacturing was 40% higher
than the average for the economy as a whole in 1950, 60% higher in 1970 and,
under the assumptions used, will be almost double that average in the
year 2000. On the other hand, the evolution of this indicator for the
~ agricultural sector shows an opposite trend. It was 37% of the average
in 1850, 33% in 1970 and will be 25% in the year 2000. Lastly, the product
per employed person in the services sector will decline Ffrom 40% above the
average in 1970 to a level almost equal to it in the year 2000. Thus in the
agriqultural and services sectors, in which there is more evident under-
employment at present, productivity will grow less than the average,. which
incidentally reflects the maintenance of past trends. - .

In these circumstances, unless considerable institutional changes are
introduced, the structure of employment and productivity will tend to

further accentuate the problems of income distribution. Hence, this first

11/  According to estimates by PREALC on the basis of a sample carried out
in 1970 covering about 75% of the population of Latin America,
unemployment and underemployment together affected about 28% of the
labour force. . .

/scenario bears
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scenario bears out the inadequate nature of the growth rates proposed to
deal with the economic and social problems showm by the retrospective
analysis.

(ii)-The second scenario., This envisages an annual growth of Latin

America's gross domestic ﬁroduct‘of 7.4% during the next two decades.
This expansion would be based on an annual growth of 4.2% for the agricultural
sector, 8.6% for manufacturing and 7.1% for services.

From the standpoint of accumulation, this means rasing investment
requirements from 22% of the gross domestic product, according to the trend-
based scenarioc, to 25.4% by the end of th: century (see table 13). Of
this coefficient, 23% would be fipanced by domestic saving and the balance
(2.3%) by external resources. Thus, the acceleration of growth places the
domestic effort at a level somewhere below that attained in the five-year
period 1973-1977 (24,3%) and the external contribution at a similar
proportion (2.3%). Although these proportions have only been achieved in
recént years and, therefore,'the stability of these trends cannot be relied
on, the indicators mentioned iliustrate the region's accumulation and
saving potential. '

In the countries of largest economic size,l2/ investment requirements
in the next two decades amount to 25.1% of the product, while their
corresponding domestic savinghénd external financing needs amount to 23.1%
and 2.0%, respectively, all these values being similar to those attained
in the past decade (see table 1),

The position of the countries of medium economic size 13/ is quite
different., The investment requirements under this scenarioc represent a
distinct break with the historical trend, as vegards both domestic saving
and external finaneing. In particular, the domestic savings effort would
be enormous and would increase to an average of approximately 26.6% of the
product, while external financing would reach 2.2% (see table 15), In this
_context it may be affirmed that with the exception of Venezuela all the other
countries would have to make great efforts although of varying intensity, to
regain and increase their levels of investment, whose relative magnitude has

declined appreciably in the last few years.

12/  Arpentina, Brazil and Mexico.

13/ Chile, Colombia, Peru and Venezuela.
: : /Table 13
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Table 13

LATIR AMERICAE’: GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVOLUTION OF THE EXTERNAL SECTOR

Hypothesis: Moderate acceleration of the GDP growth rate

{(Percentages)
Gross Gross Total Exports of Termg~of~ Imports of Net payments Net Gross Gross
Period domestic domestic :m tion goods and trade gaods and of profits external national domestic
product investment o looP services effect services and interest financingB/ savings income
Annual growth rates
Historical %trends, 1950-1976
195C-1960 502 6.1 4.9 4,0 3.5 . os 4.7 4.8
19&)"1965 503 5:3 ‘la? 1@36 cos 306 ane L 6»6 590
1965"197& 60? lOuh’ 643 hn& waep 90‘* cen vsa 908 700
19?"'1976 Aoo 301 5-6 lo!" L "292 oo o060 109 563
Projections, 1980-2000
| 1976-1980 5.8 4.5 6.1 7.6 6.2 4.9 5.9
1980—1985 7.3 e R 7oh oot 8.3 wee coe 7.2 2
1985‘1990 . ?‘,l'.' 7&’! 705 703 . LY} 800 rY-E} Boo 701. ?nk
1990"2000 ?au’ 705 ?ah 709 bow ?e? osa seo 705 7=‘+
As percentqus of theggross dnmeétic product
Historical trends, 1950-1976
1920 100.0 . 18.3 82,4 14,0 5.3 S 1547 . 2.7 0.8 19,1 105.3
1960 100.0 19.9 81.0 12.5 1.3 13.4 1.9 1.6 18.3 101.3
1970 1000 21.5 V8.7 11.2 - 11.5 1.8 1.9 19.6 100.0
1976 100.0 26.6 75:4 9,7 1.5 11.7 1.9 2.3 24,3 101.5
Projections, 1950-2000
1980 100.0 25,3 76.2 10.3 © 1.8 '11.9 2 . 1.9 2%.5 101.8
1985 100.0 25.4 76,7 10.4 2.0 12.4 2.0 2.0 23,3 102.0
1990 100?0 25.4 7.0 10.4 2.1 18.8 2.0 2.3 2301 102.1
2000 100.0 25.5 76.6 10.8 T 23 13.1 NS 3 2.3 23,1 102.3 .

Source: CEPAL, on the basis of official data.

a/ Comprises 19 countries, excluding Cuba and the English-speakinhg Caribbean countries.

b/ Including net private transfer payments.

—68-
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LATIN AMERICA {LARGE COUNTRIES)-a-/ ¢ GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVOLUTION OF THE EXTERNAL SECTOR

Table 14

Hypothesiss Moderate aceeleration of the GDP growth rate

{Percentages)

Gross Gross Total Exports of Terms=of= Imports of HNet payment Net Gross Gross

Period domestic domestic consumption goods and trade goods and of profits external netional domestic

product investzent P services effect services and interest financing}z/ savings income
Annugl growth rates
Historical trends, 1950-1976
1950‘1960 sel‘ 79“‘ 409 391 sew 298 an o ooo 5,5 500
1560-1555 5.5 Sel k.6 4.2 aes 23 cae saa 77 5.2
19651974 75 : 11.8 6.8 6.2 PP 12.2 see ses 10.0 7.6
1974=1976 ho? 2.0 3.5 1.8 ase 602 cew wae a7 5.0
Projections, 1920-2000
1976-1980 5.8 2.7 6.8 8.7 ans 5.0 csa ces 5.8 6ol
1980-1985 706 ?ﬂ6 ?07 ’ 708 soo 8:9 i eao ago 7n5 796
1985-1950 7.5 7.6 7.7 2.8 vuu 8.5 scs 7.4 7.6
19902000 7.7 7u? 7.6 8ok aoe 8.1 sob soo 7e? 77
As percentages of the gross domestic product
Historical trends, 1950=1976
1950 100,0 17.1 85.3 10.4 boh l2.8 1.0 ~1.0 18,1 1044
1960 100.0 20.6 81.1 8.3 [0 10.0 1.0 ol 16,2 1004
1970 100.0 22.5 78.1 7.7 050 8.3 1.3 1.8 20,7 1000
1976 100.0 28.4 730 6.8 ‘Oak 8.2 1.4 2-9 25.5 100.4
Projections, 1980-2000

1980 1000 25.1 T5e3 . 75 0.9 7.9 2el 1.7 2%.5 100.9
1985 100.0 25.1 75:7 7.6 1.0 8.4 2.0 1.8 23.4 10,0
1990 1000 25.1 76.0 ?a7 1.2 8.8 2.0 2.0 23.2 101.2
2000 < 100.0 25,1 75.7 8.2 1.2 9.1 2.2 1.9 23,2 101.2

Sourcet CEPAL, on the basis of official data.

8/ Comprises Argentina, Brazil and Mexico.
b/ Including net private transfer payments.

P Oﬂ-
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8
LATIN AFERICA (MEDIUM-SIZED COUNIRIES)= : GRCWTH AND DISTRIBUTION OF THE GROSS DOMESTIC PRODUCT AND EVOLUTION CF THE EXTERMAL SECTOR

/

Table 15

Hypothesis: Moderate acceleration of the GDP growth rate

(Percentages)

Gross Gross - Potal Exports of Terms«of- Exports of Net payment net Gross Gross

Period domestie domestic a £ goods snd trade goods and of profits external national domestic

. product investment consumption services effect services and interest financing~ product income

Annual growth rates
Historical trends, 1950-1976
195‘)'1960 5-4 5@6 51:5 sa? LY hu} ean0 aso hn“' 500
1960-1965 6.0 5.9 5.3 4.3 aae 1.2 P P 3.8 4.9
1985-1974 4.7 5.9 5.5 1.6 soo 6.3 oo eaa 9.5 Cul
19?4-1976 2D9 300 3:-8 "‘191 fes 395 tew LR -858 Ool
Prejections, 1980-2000
1976-1980 Sab 11.0 4.2 5.0 csa 7ol PN soo 8.8 Se3
1980-19685 6«6 6.8 6.8 6.8 sou 7.9 cos ase 6.5 " 67
1985-1990 6!‘!6 608 6!!9 66"'} 00b ?06 cag asd 603 60?
1990-2000 6.7 6.9 6.7 -7l oas 7.% cue soc 6.8 6.8
As percentages ‘of the gross domestic product .
Historical trends, 1950-1976 _
1950 10040 24.8 7602 22.3 . 8.8 2342 78 0.2 24.6 108.8
1960 1C0.0 20-9 7701 22.9 4,5 20.8 4.8 -1.3 22.2 104.5
1970 100.0 2064 Tie2 19.0 0.0 16._6 3.2 1.0 19.% 100.0
1976 10050 25:»0 102 11‘%9 60‘* - 191:.1 1 nu "0-6 - 2306 106.1&
Projections, 1980-2000

1980 10040 25.2 775 14.7 6.1 20.5 1.7 1.4 26.8 106.1 -
1985 100.0 28.5 78.4 14,9 6.6 21.8 1.5 1.9. 26.6 106.6
1990 100.0 28.3” 79.2 14,7 7.1 22.7 1.5 2.6 2642 107.1
2000 1000 29.4 79.5 15.3 8.7 24,2 2.0 2.7 26.7 108.2

Source: CEPAL, on the basis of official data.

a/ Cecmprises Chile, Colombia, Peru and Venezuela.

_}l{ Including net privete transfer peyments.

..”'[h -
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The countries of small economic size 14/ require an investment
coefficient (20.3%) which, if examined from a global point of view, involves
no significant change with respect to the trend recorded in the 1970s
(see table 16). It is useful to note, however, that their external‘financing
needs would prise to 5.7% of the product in the year 2006. This is fairly
high, but it should not constitute an insurmountable obstacle in view of
their more open growth modzl. _ { ‘

To sum up, in order to attain the annual growth rate of 7.4% proposed
for the region, the total investment in the next two decades should increase
by 7.6% annually in the countries of largest economic size, by=6.9% in those
of medium size and by 7.0% in those of small economic size, these rates being
similar to those formulated for the growth of the product for the respective
groups of countries. With the exception of the second group, the required
growth rates of investment were easily exceeded in the period 1965-1974
(see tables 13, lu, 15 and 13). '

Manufacturing would continue to be the motive Fforce of growth in this
scenario. Its annual rate of expansion for the whole region in the next
two decades would rise from 7.4% in the trend-based scemaric to 8.6%, and
this would.be basically attained as a result of the performance of the
countries of largest economic size (8.7%). The countries of medium and small
ecoﬁomic gsize for their part, would grow by about 8% and 8.6%, respectively
(see tables 17, 18, 19 and 20).

Agriculture and services would grow at lower rates than the average.
The fastest agricultural growth would tac<e place in the small countries
(annual rates of around Y.4%), while th2 rates for the medium-sized and
large countries would be 3.9% and 4.2%, respectively.

"In the services sector, the highest annual growth rate would be attained
by the countries of largest economic size {7.3%), followed by the small and

medium-sized countries (7.1% and 6.8%, respectively).

14/  The remaining 11 Spanish-speaking countries (except Cuba) and Haiti.

/Table 16
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LATIN ATERICA {SMALL COUX\”ERL‘E.‘S)&’/ ¢ GROWTH AND DISTRIBUTION OF THE GROSS DOMESTIIC PRODUCT AND EVOLUTION OF THE EXTERNAL SECTCR

Table 16

Hypothesis: Moderate acceleration of the GDP growth rate

(Percentages)
Gross Gross Totel Exports of Terns-of- Imperts of Net payment Net 7 Gross f—ﬁ;;;;h_
~ Perjod domestic domestic onszm tion goods and trade goods and of profits external national demestic
product investment i sérviges effect services and interest financingEf product income
Annual groﬁth rates
ﬂéstorical trends, 1950-1976
1950“1960 3;16 3aB 31:9 298 Sog 1‘:5 CE R ] aco ."0&5 592
1960-1965 l’uﬁ 5ul|. 1&0 698 cen 600 awe a0o - 6:.6 495
1965-1974 5.3 9.5 4.8 6.7 soa 7:5 aso ace -Bab S5a.d
1974-1976 5.7 _ 3.8 3.8 4.3 soo 0.6 ass cec 8.0 4.2
Projections, 1980-2000
1976-1980 5.3 6.8 4.9 8.3 caa 7.8 roon aon . 5.6 Sadt
1980-1985 6.8 6.9 6.9 7okt soa . 7.6 sow cae 6.3 6.8
1985-1930 6.8 6.9 6.9 73 ) 7ol sos Ceen 6.5 6.9
19%0-2000 6.9 - ) 7.0 6.9 7a2 ooy eyl aea Y 6.6 6.9
As percentages of thekgyoss domestic product
Historical trends, 1950-1976

1950 100,.0 12.9 86.6 ;806 £,3 18.2 2.6 =20 . ’ 14.9 104.3

1960 100.0 13,1 89.0 17.2 0.1 19.% 0.9 3.0 10.1 100.0

1970 100.0 ] 16.7 66.3 19.5 0.0 22.8 1.8 4.3 i2.4 ‘100.0

1976 100.0 19.2 82.6 21.6 D2 2%.4 2.5 3.4 15.8 39.8 .

Prejections, 1980-2000

1980 10040 . 2053 8l.3 241 0,1 25.6 3.0 b3 16.0 93.9

1985 100.0 B R Bl.5 2h.8 040 . 26.6 3.1 h.B 15.6 100.0

1990 100.0 ‘ ' 204 B8L.7 25.3% Q.2 27.h 3.3 5.1 15.3 100.2

2000 100.0 20.0 81.7 26.1 0.5 28,3 4.0 5.7 14,9 100.5

Source: CEPAL, on the basis of official datas

a/ Comprises 12 countriess: Bolivia, Costa Ricn, Dominiean Republie,

Uruguay.
b/ Including net private transfer payments.

Ecuador, El Salvader, Guatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay and

—Eh-
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Table 17

LATIN AMERICA (19 coUNTRIas)&;f : GROWTH AND STRUCTURE OF THE GROSS DOMESYIC PRODUCT AND

EMFLOYMENT, BY SECIORS OF ECONOMIC ACTIVITY

Hypothesis: Mcderate acceleration of the GDP growth rate

Totsl gross domestic product b/

Arnnual growth rates

Percentage of the total

Agricuiture
Industry
Manufacturing
Other ¢/
Services
Basic Ef
Other ef

irposs domestle product per

person_employed b/
Agriculture.
Industry

Manufacturing

Other Ef
Services

Basic 4/ .

Gther E/

E@loyment
Agriculture

Ingustry
Manufacturing
Other 2/

Services
Basic 4f
Other ef

1950- 1960- 1970~ 1980~  1990-

1960 1970 1880 1590 2000 1970 1980 19% 2000
51 5.5 6.0 7.h 7.4 1000 100.0 100.0 100.0
%05 3,3 3.3 ba? b2 13.3 10.3 7.6 5.6
6.2 6.2 6.5 8.h 8o 4.1 35.7 39.3 42.8
6.5 609 740 8.6 8.6 2ho5 267 30,2 3345
5.6 4.6 B.k 7.6 7.6 9.6 9.0 9.1 9.3
5.0 5.7 Bo3  Te2 7ol 52.6 5450 53.1 5.6
5.1 6ol 723 8.1 8.0 8.0 9.1 9.7 10.3
500 5.5 &l 740 6.9 44,6 44.9 b3.L 8.3
22" s 4 kb k4 1000 10000 100.0  200.0
2.3 3.0 245 5 508 32.5 2.7 27,4 26,0
3.8 2.8 2.2 4.6 b7 1568.4 154.6 15645 162.1
4.2 2.7 3.8 5.0 500 162.3  168.4  176,3  198.0
3.0 0a7 16 3.6 3.8 149.1 124,2 1142 108.4
1.5 2.1 2a5 3.1 3.1 1k0.5  128.0 112.7 99.2
1.3 3.6 3ok 42 Lok 158.9  157.7 1531 15565
1ob 1.3 2.3 2.9 2.8  137.6 123.3  106.4 9l.2
22 22 25 28 29 200 1000 000 1000
1.3 D3 0.8 0.5 Qoht 5l.1 34,8 27.8 21.6
2.3 3uk 3.3 3.6 5.5 21.5 23.1 25.1 264
2.3 3.2 3.1 5.5 Sob 131 15.9 17.1 17.8
2.5 4.0 347 3.8 5.7 Bed 7.2 8.0 8.6
3.0 3.6 5.7 5.9 4.0 57a4 4201 k7.1 5240
3.9 2.8 3.9 3.8 3.5 501 58 6ok 6a7
3ok 3.8 3.7 L0 W) 2.4 36,3 olvd 45.%

Source: CEPAL, on the basis of offieial data.

&/ Excluding Dominican Republic, Raiti and Uruguay.
3/ On the basis of values st 1970 prices, al the exchange rate for imports.
_g/ Mining and quarrying, snd construction.

&f Electricity, gas, water and sanitation, snd transport and commumications.

&/ Comerce and finance, ownership of dwellings, general government, defence and miscellaneous services.

/Table 18
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Table 18

LATIN AMERICA (LARGE COUNTRIES)EI= GROWTH AND STRUCTURE OF THE GROSS DOMESTIC PRODUCT AND EMPLOYMENT,
BY SECTCRS OF ECONOMIC ACTIVITY

Hypothesis: Mederate scceleration of the GDP growth rate

Annusl growth rates Percentage of the total
1950- 1960- 1970- 1980- 1990-

1970 1980 1990 2000
1960 1970 1980 1890 2000

Total gross domestic produet, bf 5.3 5.8 65 76 7.7 1000 1000 1000 100.0
Agriculture 37 3.1 3.3 4.2 b3 11.4 a.h 6.l Lob
Industry 6.3 6.8 703 8.6 8.6 35.0 27,7 41,5 45,2
Menufacturing 6.6 7ol Toht 8.7 8.7 27.1 29.5 32,8 %0
Cther cof Soh 56 71 B2 B.2 7.9 8.2 8.8 9.2
ser\l'ices 408 602 . 6::6 ?a5 703 5306 53\39 SQ“L} 5054
Basic 2}’ 501 693 704 Bc} 5.l 7u? Sn“' 8::9 9“5
Other 3, ) 59? . 508 60"‘ 791 Fol k5u9 4505 1"’395 klel

Gross domestic product per . .
person employed b/ 2.9 3.6 3.8 46 hott 100.¢ . 100.0  100:0 . 100:0
Agriculture 2.1 2.0 2.8 3.9 41 . 2.6 6.9 25,1 24,3
Industry ' 3.8 3.1 3.7 4.8 4.9 158.4 157.5 180.6 . 167.%
Manufaeturing _ 4.2 3.9 3.9 5.0 5.1 178.1 179.8 167.0 198.7
Other cf 2.6 1.0 3.3 b2 4,3 114.8 109.2 105.1 103.4
Services 1.7 Ze1 2.5 3.2 Z.1 135.3 120.0 104.8 91.8
Basic df 1.1 4.6 2.3 .3 4.4 152.9 1464 141.8 1415
Other ef 1.8 1.7 2.4 %0 2.8 133.3 116.2 99,5 85.1
Employment 24 251 2.6 29 3.1 100.0 100.0 100.0 - 100.0
Agriculture 1.6 0.1 0.5 0.3 0.2 8.4 21,1 24,1 18,1
Industry 2.5 3.5 3.5 307 3.5 2.1 24,0 25,9 27.1
Manufacturing - 23 1.1 Bod 3.6 3.4 15.2 16.4 17.5 18.1
Other _9_! 207 b5 %.6 2.9 3.8 6.9 7.6 B.k 8.9
Services : 2.4 2.7 4.0 4.0 4.1 35 v 44,9 0.0 © 54,8
Besic d/ 4.0 1.7 L0 3,9 3.5 5.0 5.7 6.3 6.6

Other e/ 34 b0 4O b0 4l 345 39.2 43.7 48.3

Sourcet CEPAL, on the basis of official data.

af Cozprises Argentina, Brazil and Mexice.

E_f Cn the basis of values st 1970 prices, at the exchange rste for imports.

o/ Mining and quarrying, and construction.

4/ Electricity, gas, water and sanitetion end trenspart and communications.

.E, Commerce and finance, ownership of dwellings, general government, defence and miscellaneous services.

/Tabie 19
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Table 19

BY SECTCRS OF ECONOMIC ACTIVITY

Hypothesis: loderats seceleration of the GDP growth rate

1 GROWTH AND STRUCTURE OF THE GROSS DOMESTIC FRODUCT AND EMPLOYMERT,

Total gross domestic pmduct b/

Annual growth rates

Percentage of the total

Agr;culture
Industry
Manufscturing
“Other ¢f
Services
Basic ¢/
Other e/

Gross demestic product per

person employed b/

Agriculture

Industry
Manufacturing
Other cf

Serviceé—
Basic 4/
Other sj

EEzloyment

Aericulture
Industry
Manufacturing
Other ¢/
Services
‘Basic 4/
Other E?

1950- 1950- 1970~ 1980~ 1990 1970 1980 1990 2000

1960 1970 1980 1990  20C0

5.2 5.0 47 6.6 6.7 1000 1000  110:0 1000
3.9 2,5 2.9 3.9 b0 1ke2 11.9 9.2 7.1
6ol 4,8 26 7.2 7.3 6.0 32,4 3,3 6.4
6:6 6.2 502 8.1 8.0 19.6 20.6 23,6 26a7
6ol 2,3 1.3 5.6 Sa7 16,4 11.8 10.7 9.7
4.8 5.5 5.9 6.8 6.7 49,8 55,7 56.5 %605
5.2 7.0 7.4 7.5 7.6 9.2 11.8 12.8 13.9
b7 5.2 545 6.6 ol 40,7 43.9 4347 42,5
3l 28 26 38 kO 1000 100.0 100.0  100.0
3.3 2.8 2.0 3.3 3.6 7.5 3545 33,6 9.4
b2, 1.5 Lok 3.9 4,3 154,9 137.3 128.5 142.6
4.2 2.4 3.1 b7 5.9 119.5 125.1 135.6 147.6
4.3 1.0 =12 2.5 2.8 240,63 165.8 145.54 12005
1.3 1.9 2.8 2.9 2.0 127.7 129.9 118.1 1077
1.6 0.7 3.5 2.8 Log 138.0 150.5 150,.1 156.1
1.2 2.1 2.6 2.6 2.6 125.6 125,53 111.2 57.7
L8 23 21 . 2.7 26 100.0 1000 100.0 100.0
1.8 307 0.9 0.6 0ot 37.7 33.6 27.h 22
2.1 3.3 2.2 3.2 2.9 23,2 23.6 24.8 25.5
2.3 308 2.1 3.3 3.0 16.4 16.5 17.4 18,1
1.7 2.3 2,5 2,1 2.8 6.8 7.1 7ol 7.5
Bolt 306 2,0 3.8 3.6 3.1 42.9 §7.9 5204
3.6 5.3 3.8 3,5 3.1 6.7 7.8 8.5 - 8.9
L 3.1 2.9 3.9 3.7 52,4 35,0 9ab 42,5

Source: CEPAL, on the basis of official data.

a/ Comprises Chile, Colombia, Peru and Venezuela,

b/ On the basis.of vslues at 1970 prices, at the exchange rata for 1mportsc
c/ Mining and quarrying, and construction.

Ef Eleotrieity, gas, water and sanitation, transport and communicstions.

g/ Cormerce and finance, ownership of dwellings, general povernment, defence and.miscellaneous Services.

.

/Table 20
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Tgble 20

LATIN AMERICA (SMALL COEMRIES}E/ ¢ GROWTH AND STRUCTURE OF ‘THE GROSS DOMESTIC FRODUCT AND' EMPLOYMENT,
~BY SECTORS OF ECONOIIC ACTIVITY '

Hypothesiss Moderate scceleration of the GDP growth rate.

Annual growth rates . Percentage of the total

1950~ 1060~ 1970~ 1980~ 1990= |

1960 1970 1980 1990 2000 1970 1990 190 2%
Total pross domestic product b/ 39 b6 54 89 7.0 100.0 1000  100.0 100-0
Agriculture 2.6 3,5 3.9 b A3 25.6 2.2 17.5 13.4
Industry 4,1 546, 7.1 . 8.k 8.3 2.8 | 2%6.9 = 30.8 34.6
Manufacturing hab 5.8 6.3 8.8 a.sy 16.9 18.5 21.9 25.3
Other ¢/ ' %3 50 0 9.3 7.6 "7k 59 &5 90 93
Services b7 4.7 %2 7.1 7l 51.6 509 . 517 52,0
Basic 4/ - 4?7 5.6 6.7 85 8.3 8.0 8.9 10.3 11.5
Other e/ 4b k5 5.0 6.8 6.8 4B T k2.0 ¢ bl.5 40,5

Gross domestic product B
per person employed b/ ’ 2.1 ﬂ 3.7 £/ 29 L3 43 1000 100.0 - 100.0 100.0
Agriculture - ' 1.7 31 2.3 3.4 B4 - 460 3,4 39,7 2.5
Industry L6 48 33 A2 k3 13%1 1.2 1386 139.5
Manufacturing 2.9 S.b %b k9 &9 135 1337 1463 155.3
Other cf =13, 30 3.1 2.8 3.1 1%.1 - 1413 122.7 1094
Services , 068 22 19 31 30 190.1 . 1221 1529  135.5
"Basic ¢/ T 2.6 290 3.1 7 b3 b3 238,90 245.17 2454 | 246.8
Other e/ o 0.6 - 2.0 16 2.8 | 2.7 1834 1619 133.8 120.1
Exployment 18 198 24 26 26 1060  100.0  100.0 10040
Agriculture : 1.0 0.8, 1.5 1.0 . 0.9 . 557 - -1-Blsl 1 4359 %6.9
Industry 21 2.8 %7 b0 3.8 17.2 19.4 22,2 24,7
Manufacturing : 1.8 2.4 2.8 37 3.5 12.9 134 149 © 1642
Other ¢f o N - ko 6.0 - 46 4.2 b3 6.0 7.3 . 8.5
Services _ bal 2.6 3.3 4.0 4.0 27.1 29.5 23.9 28.4
Besicd/ ' 58 &3 34 4O 58 3.3 3.6 b2 b7
Other ef o k2 3.5 © 3.3 3.9 4.0 23,8 25.9 29.7 33,7

Source: CEPAL, on the basis of official data.

a/ Comprises Bolivia, Costa Rics, Dominican Republie, Ecuador, EL Salvador, Guatemals, Haiti, Honduras, Nicarsgua,

Paname, Parsguay and Uruguaye.
b/ On the basis of values at 1370 prices, at the exchange rate for imports.
&f ¥ining, urd cvorrying, snd constructions
_rl_/ Electricity, gas, water and sanitation, transport and commmications.
&/ Commerce and finance, ownership of dwellings, general government, defence and miscellaneous services
I/ Excluding Haiti, Dominican Republic and Urvguay.

/The varying
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The varying rates of sectoral growth would bring about considerable
changes in the productioa structure. e share of the regional agricultural
product in the total could drop from 13.3% in 1970 to 7.6% in 1990 and
5.7% in the year 2000; tae share of the manufacturing product would
increase from 24.5% in 1970 to 30.1% in 1990 and 33.5% in the year 2000;
‘and that of services would decline from an approximate level of 53% in 1970
and 1990 to 52% in the year 2000 (see table 17). ‘

The regional figures, of coufse, hide a considerable degree of
heterogeneity. In the largest countries, agriculture would only contribute
6.1% in 1990 and 4.4% in the year 2000, while their level of industrialization
would increase to 32.8% and 36.0% in those same years. The decline in the
share of services would be moré significant: from 54% in 1980 to 50% in the
year 2000 {see table 18).

| In the countries of medium economic size the drop in the contribution of
agriculture to 9.2% in 1990 and 7.2% in the year 2000 would be offset by a
higher level of industrialization (?3.6% and 26.7%), while services would
remain at the level of 56.5%. In this context it may be observed that even
in this scenario the level of industrialization would still be fairly modest,
which would mean maintaining a relatively bloated services sector (see
table 19).

The situation of the countries of small economic size is different.
There would be a significant reduction in the share of agriculture, although
this would remain at higher levels than in the other groups of countfies,
since from the 25.6% recorded in 1970 it would fall to 17.9% in 1990 and
14.1% in the year 2000. Industrial dynamism, at a rate similar to that of
the large countries, wouid steadily increase the sector's contribution to
21.7% in 1990 and 25.0% in the year 2000.

Thus the combination of these growth trends would permit the services
sector to keep its contribution to more moderate levels (51.5% in the year
2000) (see table 20). 7

In these circumstances, the assumptiop made in the analysis of the
first scenario remains valid: i.e., that the small countries will have more
room for progress in their industrialization process in view of their lower

initial level and probably better position as regards external relations.

/The greater



-l -

The greater dynamism proposed in this sécond scenario compared with
the first one involves an increase iﬁ the annual growth rate of the
product per person employed in the region from 3.7% to 4.4% in the next
two decade?. This increase would derive basically from the expansion proposed
for the manufacturing sector, whose productivity would rise from 4.3% to
5.0%. The agricultural and services sector, for their part, would shoﬁ
annual rates of productivity increases of around 3.7% and 3.0%, respectively,

The product per person‘employediWOuld grow more rapidly in the countries
of largest economic size, reaching an annual rate of 4.5% in the period
1980-2000, compared with 3.9% and 4.2% in the medium-sized and small cbuntries,
respectively,

In the agricultural sector the countries of largest economic size
would also record a higher annual productivity growth rate of 4.0%, in
contrast with 3.5% for the medium-sized countries and 3.3% for the small
countries. The same applies in the case of the manufacturing sector, where
the large countries would set the regional average, with an annual rate
of 5.0%. In the services sector the annual rates of productivity are more
homogeneous, at around 3%. '

The dynamic nature of production changes and population trénds would
rise to new growth rates and employment structures. Thus, the growth rate
of_total employment in Latin America would increase to 2.9% in contrast
with the 2.6% of the trend scenario, thus making it possible at least
to absorb the increase in the labour force. Furthermore, if the two
scenarios are compared it will be observed that the structure of employment
is radlcally changed, with percentages of the a?rlcultural labour force
being transferred to the manufacturing sector. The annual growth rate of
agricultural employment would be maintained with little change, but the
growth rate of employment in manufacturing would rise from 2.9% to 3.5%
annually, and in services from 3.7% to 3.9%. In essence, the manufacturing
sector would contribute most to the increases in employment: a fact of
particular importance since it is also the sector with the highest product

per person employed (see table 17).

/These global



These global figures cnce again conceal appreciable differences
between groups of countries. As regards the annual growth rate of
agricultural employment, in the next two decades this would reach only
0.2% in the countries of largest economic size, 0.5% in the medium-sized
countries, and 1.2% in the small countries. It may be noted here that
notwithstanding the accelerated growth of the totsl product, apricultural
employment Qould not expand any faster than in the first scenario.

The rate of growth of employment in manufacturing is similar in the
large and small countries and is also the same as the average, amounting
to 3.6% and 3.%% in the 1980s and 19390s, respectively. The medium-sized
countries, as a'resﬁlt of their lesser industrial dynamism, would have a
lower absorption rate {(3.3% and 3.1%) in the same periods {see tables 19
and 20},

The services sector would continue to be the most dynamic source of
employment in the three groups of countries considered. It may be noted,
however, that this growth would be accompanied by the lowest rates of
sectoral productivity, which suggests Tthat although the sector would
strengthen its employment position in absolute and relative terms, its
contribution to the solution of the under-employment problem would be very
limited. |

In terms of absorption of labour at the regional level, the most
important fact is the shift of the largest relative proportion from
agriculture to services. Thus, agriculture's share would decline from 35%
in 1980 to 22% in the year 2000, while services would increase its own
share from 42% to 52%. Manufacturing would only improve its position as
a source of employment from i6% to.18% over the same years. Thus it may
be said that the high productivity of manufacturing and the technological
changes that have been assumed would be accompanied by a very modest relative
degree of absorption of employment. At the level of groups bf countries,
these changes would also follow the same line, though they would, of course,
differ in magnitude. In this context, the employment structures of the
countries of medium and large economic size would become increasingly similar
and would draw closer to the Latin American average, whereas the small
countries would continue to maintain a large provortion of agricultural

workers (39%) up to the end of the century.
/The differences
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- The differences in sectoral productivity would continue to increase.
In particular, manufacturing would systematically record high indexes
above the average. For the region as a whole, for example, the product
per person employed in the manufacturing sector would be 90% higher than
the average for the economy at the end of the century, while that of
agriculture would be only 26% of it and that of services would be around
the average. These figures suggest that the growth model implicit in this
exercise, even with relatively high growth rates, is liable to generate a
process which in the absence of new redistributive policies would tend to
be of a concentrating nature with undoubted links with the problem of
income distribution. WNevertheless, if these results are compared with those
obtained in the first scenario, some appreciable improvements will be
‘noted., First, the rate of employment absorption in this scenario is greater
and would be sufficient to cover the increase in the labour force, so that
open unemployment and under-employment would become less of a problem.
Secondly, there would be an increase in employment in manufacturing and a
decrease in agriculture, which in view of their respective relative
productivity levels would bring net benefits in both senses.

The sectoral productivity indexes at the level of groups of countries

present heterogeneous situations. In the countries of largest economic
size the differences at the end of the century would be more marked than
in the medium-sized and small countries, among other reasons because their
level of industrial development is higher and their dynamism would be more
concentrated in this sector, while services could not absorb on a remunerative
basis the transfer of rural manpower caused by a more rapid growth of
agricultural productivity than would occur in the other groups of countries.
(b) Balance of payments brojections

In both scenarios these were prepared on the basis of estimating
import requirements, keeping accounts of the external debt and its servicing,
establishing financing ccefficients and calculating the exports necessary
to maintain consistency with the aforementioned assumptions. These export

requirements are analysed later in the section on world trade projections.

/Impért needs
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Import needs were estimated on the assumption that as a result of
the plans for the transformation of production and import substitution
which are in process in La<tin America today it will be possible to reduce
the elasticity of imports from the high levels of the period 1965-1974
(about 1.4) to values slightly above 1. The experience of the period
1974-1978 supports this possibility. In those years the region substantially
reduced the rate of growth of imports, and some countries achieved relatively
high rates of growth of the product withvsmall increases in the absolute
level of imports. The development model in force, however, tends to increase
the degree of openness of the economies, so that it seems reasonable to
work with elasticities of more than 1.

- Latin America's imports represented 11,7% of the gross domestic product
in 1976. By the year 2000 they will represent 13% of the product in both
scenarios. The differences between countries will be maintained, with levels
of around 9% for the countries of larger economic and demographic size and
slightly less than 30% for the countries of smaller economic and demographic
size (see tables 5, 6, 7, 8, 13, 14,'15 and. 16).

The level of imports assumed may not materialize in some countries
owing to the present level of external indebtedness, inasmuch as high
percentages of the purchasing power of exports may be absorbed by service
payments on the debt. Naturally, in other countries there . is the possibility
of increasing the amount ¢f indebtedness. In this respect, a distinction
may be drawn between some Latin American countries which already spend
high percentages of their exports on debt servicing, and others which still
have fairly small debts. For *he region as a whole the former situation
prevails, particularly as it represents the case of the two countries of
largest econcmic and demographic size. In these circumstances, a limitation
on indebtedness has been introduced in the projections, restricting the
proportion of the value of exports which service payments could comé to
represent. Thus the problem of indebtedness takes on a dynamic character,
since the rapid expansion of exports also admits of an improvement in the

possibilities of obtaining access to new loans.

/Net external
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Net external financing is one of the most important variables because
of its dual function of stabilizing the balance of payments and covering
the savings needs involved in the accumulation process. The limitation of
financing may jeopardize the countries' import capacity, while its growth
may limit the utilization of the domestic savings potential and increase
debt servicing in coming years. o

In the prospective analysis, as a general rule, financing levels equal
to the average for the 1970s were adopted,

In countries with large debts,.however,:financing was limited so as
to keep service payments on the external debt down to the aforementioned
levels. '

For the region as a whole the level of net external financing was
established at a value of about 2% of the gross domestic product. This
average, however,.is fairly representative only of the large and medium-
sized countries. The small countries in general have a system of financing
whereby exports represent a higher proportion of the product, as also do
debts and net external finmancing. Thus, for the small countries and for
the trend-based scenario, external saving would represent percentages of
over 3.5% in the 1980s and around 4.0% in the 1990s (see tables 5, 6, 7
and 8). ‘qu the moderate growth acceleration scenario the external financing
requirements are slightly higher for the medium-sized and small countries,
rising to 5.7% of the product in the year 2000 (see tables 13, 14, 15 and 16).

For the analysis of the external sector of both scenarios, other
indicators have also been prepared which will permit the establishment of
certain orders of magnitude compatible with the countries' real and financial
capacity. 1In pafticularl an attempt has been ma@e to see that the proportion

: - \
of export income, at current prices, earmarked for external debt servicing
and the payment of profits on foreign capital do not substantially exceed
the trend recorded in the last few yearé, a period which in general shows
signs of restriction. .

In the first scenario the servicing-of the region's external debt
in the next two decades would vepresent about a quarter of the exports of
goods and services, which is a relatively high level largely due to the

/fact that
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fact that the countries of largest economic size must use one-third of
their export income for this purpose. In contrast, in the medium-sized
and small countries the preportions would only average 14% and 17%,
respectively (see tables 21, 22, 23 and 24). '

1t should be noted that, in spite of the welatively high indebtedness
projected fur the countries of largest economic size, the ratio of the
external debt to the gross domestic product (at 1970 prices) would remain
at the same levels as in the previous decade or even lower. The same
is observed if the situation of the medium-sized courtries and the region
as a whole is analysed, and only in the small countries would the proportion
rise (from 25% in 1976 to 28% in 1990 and 31% in the year 2000)., There
is here, however, a marked difference in the relationship between external
trade and the product compared with the other {two groups of countries, -
since the more open foreign trade position of the small countries would
enable them to contract relatively greater indebtedness without adversely
affecting their payments capacity.

In the second scenario the aboverquantities would change significantly
only for the group of sconomically small countries. The servicing of the
external debt, as a proportion of exports of goods and services, would
increase to 21% in 1990 and 25% in the year 2000 {at current prices),
and the external debt-product coefficient would rise from 33% to 41% (at
1970 prices). However, the first indicator would still be below the Latin
American average, and with regard to the second indicator, the speeded-up
growth implied by this scenarioc would incicate the need to.review external
tfade policy to some extent, for in these countries the product elasticity
of imports continues to be relatively high and the growth rates of exports
are lower than the vegional average. This is evident if it is noted that
in the first scenario net external financing was equivalent to approximately
15% of exports of goods and services while in the second scenario this
percentage increased to 20%, representing a more drastic change than that
experienced by the other two groups of countries (see tables 25, 26, 27
and 28). . :

/Table 21



Teble 21

Hypothesis: Continustion of past GDP growth trends

(Percentages, on the basis of current prices)

“LATIN AMERICA (19 COUNTRIES)'H‘Ix EVOLUTION AND PROJECTINNS OF EXTERMAL SECTOR FINANCIAL VARIABLES

Proportion of exports of goods and services

sty p— Ratio of external
Year Net payments Net external External debt servicing {Moss inflow Net infiow dedt to gross
of profits finaneing of foreign of foreign .
T . . damestic produet d
and interest b/ Amortization Interest Total capital capital o/ P _/
Historical trends
1950 11.8 =-4.7 5.6 0.9 6.5 0.9 =16.4 bas
1960 12.7 12.2 15.0 2.9 i7.9 27.2 =04 cso
1965 4.8 3.3 21.9 k.1 2640 25.2 ~11.5 oon
1970 1505 160"4 180? 506 21'95 55:10 008 sob
1976 139_7 20.5 18.1 9.1 27:-2 8.6 6.7 16,9
) Fro-j-ections '
1980 14,5 14,0 16.5 9.7 26.2 30.6 -0.5 15.5
1985 13.5 15.9 14.7 8.7 23.4 29.6 1.5 13.9
1390 13.5 17.1 144 'B.7 23.1 31.5 3.6 14:0
2000 15.0 16.8 - 15.4 A 24.8 2.3 1.8 15.4
Sourcer CEPAL, on the besis of officisl date.
3/ Excluding Cuba and the English-spesking Caribbean countries.
b/ Including net private transfer payments. - - -
h cf Gross inflow of foreign capital, less amortization of the external debt and net payments of profits and J.nterest.
df Based on values at 1970 prices. The balance of the debt was deflated usmg the implieit index of mports of goods and services.
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Table 22

LATIN AMERICA (LARGE UOUNTRIES)E/I EVOLUTION AND PROJECTION OF EXTERNAL SECTOR FINANCIAL VARIABLES

Hypothesist Continuation of past GDP growth trends

I(Percentages, on the basis of current prices)

Proportion of experts of goods and services

Ratio of external

Year let paym?nts Ne“: ex‘t?l‘ﬂal External debt servicing Gross i“fl°" Net ini‘.!.aw debt to gross
C of profits financing - of foreign of foreign domestic product &/
and interest bf Amortization Interest Total capital capital £, / B -
Historicel trends
1950 5.5 ~6.9 8.3 1.2 S.5 1.4 =12.5 aae
1960 10.8 27.1 18.2 Sl 23.3 45,2 - 16.2 avs
1965 12,2 ~0.6 ' 35,1 5.7 40,8 34,5 -12.8 aoe
1970 ’ 16.7 2%.3 25.3 7.6 32.9 ha,5 6.6 146
1876 2.7 40.7 20.2 154 35.6 6).0 19,0 15.2
Projecticns
1980 20,9 15,3 21.6 1.3 35.9 %0.9 -1.6 141
1985 19,3 19.8 18.5 12,5 31.0 8.4 0.5 12.5
1990 19.2 22.1 18,0 12.3 X5 40.1 2.8 12.4
2000 20,9 21.3 19.1 12.9 32.0 404 0.5 13.8

Sources CEPAL, on the basis of offieial dates

8/ Comprises Argentina, Brazil and Mexico.

b/ Including net private transfer payments. :

¢/ Gross inflow of foreign capital, less amortization of the external debt and net payments of profits and interest.

4f Besed onvalues at 1970 prices. The balance of the debt wes deflated using the implicit index of imports of goods and services.
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Table 23

LATIN AMERICA (MEDIUM-SIZED COUNTRI.ES)‘E'/: EVOLUTION AND PROJECTIONS OF EXTERNAL SECTOR FINANCTAL VARIABLES

Hypothesis: Continuation of pest GDP growth trends

(Perce@gges on the basis of current prices)

) Proportion of exports of gsods and services : Rstio of external
Year et payments , External debt servicing . Gross inflow Net infloy  debt to gross
: Net external : . domestic product
of profits financing b/ Amortizati Tntereot Total of foreign of fOI‘El? /
and interest anoing 2 fIorkazat1on 8 capital capital < 4
Historical trends
1950 2300 ’ 009 ) 1:;'4 : N 056 2::0 . 205 -2201 s0D
1960 16.4 =3.9 13.4 1.3 14.7 9.5 «20:3 oo
1965 20a6 . 3:8 1098 391 1549 lhuﬁ ‘-16:9 sao
1970 1669 502 1201 l"oo 16n1 17-:3 "'119? 200
1976 5.4 ~3.8 15.3 2.9 18,2 11.5 9.2 16,9
Projections
1980 6.9 5.5 1l.3 4.5 15.8 16.7 -l.5 15.5
1985 5.8 6.8 10.3 3.9 14,2 - 17.1° 1.0 13.6
1990 5.7 9.4 10.0 3.9 13.9 19.% 3.7 13.9
2000 Bo4 8.6 10.2 4.2 1424 18.9 202 15.8

—LS—

Source: CEPAL, on the basis of official data.

8/ Comprises Chile, Colombia, Peru and Venezuela.

b/ Including net private transfer payments.

9_/ Gross inflow of foreign capital, less smortization of the external debt and net payments of profits snd interest. _
4/ Bssed on values at 1970 prices. The balance of the debt was deflated using the implicit index of imports of goods end services.
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Table 24
LATIN AMERICA (SMALL comvmms)y: EVOLUTION AND PROJECTIONS OF EXTERNAL SECTOR FINANCIAL VARIABLES

Hypothesis: Continuation of past GDP growth trends

(Percentzges on the basis of current prices)

Proportion of exports of goods and services Ratio of external
Y Net t ot Gross infl Net inflow _ oot to gross
e © paylm'an s Net external External debt servicing 038 . v i , domestic product
of profits finsncing b/ — . ot of foreign of fore a/
L and interest eing o, Amortization Interest otal cepital capital & 4,
Historicsl trends
1950 Bﬂ ? “609 - 502 096 508 -36? '=1?96 ceoo
1960 6.% 17.1 10.1 1.2 1363 27.2 10.8 sae
1965 74 12.9 13.2 2.5 15.7 26,1 . 5.6 oo
1970 9.1 21.6 .5 3.3 17.8 26,0 12.5 ces ¢
1976 9.3 15.6 10,8 4,5 15.3 26.4 6.3 24.9 o
Prog'ectiuns )
1980 10.1 14.5 11.4 5.9 17.3 26.0 ] boly 27.7
1985 9.6 4.7 11,1 5.8 16.9 25.8 5.1 27.8
1990 9alt 15.0 11.0 5.8 16,8 26.1 5.6 28.2
2000 10.0 15.8 12.1 6.2 . 18.3 27.9 T 5.8 1.4

Source: CEPAL, on the basis of offieial data.

a/ Comprises 12 countries: Bolivia, Costa Rica, Dominican Republ:.c, Ecuador, El1 Salvador, Guatemala, Haltl, Honduras, Kicaragus, Panama, Paragusy and
Urugusy .

b/ Including net private transfer payments.

c/ Gross inflow of foreign capital, less amortization of the external debt and net payments of profits and interest.

_/ Based on values at 1970 prices. The balance of the debt wes deflated using the implicit index of imports of goods and services.
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Table 25
LATIN AMERICA (19 COUNTRIES)S/: EVOLUTION AND PROJECTIONS OF EXTERNAL SECTOR FINANCIAL VARIABLES

Hypothesis: Modsrate acceleration of GDP__gthh rate

(Percentqggs, on the basis of current prices)

Proportien of exports of goods and services

Externsl debt as

. . s og in 3 percentage of
Year Het payments . Servicirg of the external debt Grocs inflow Net inflow ; :
of profits et external , of foreign of foreign gross domestic
and interest financing b/ Amortization Interest Total capitel cepital ¢f product &/
Historical evolution
1950 ) 11.8 b7 5.6 0.9 605 0.9 -16.4 sos
1560 12.7 12,2 15,0 "249 17.9 27.2 =fhb see
1965 14,8 %3 21.9 4ol 26.0 25.2 =11.5 ooe
1970 1505 1691} 18¢? - 506 2403 35!:0 0.8 a0
1976 1507 2005 ) 1891 991 2702 3806 6:? 1609
Proéectiqns
1980 14,5 1503 16.5 947 2602 31.8 ' 0.7 15.5
1985 13,3 1647 14.7 8.8 23,5 314 3.3 14,2
19280 13.3 18.8 14.6 8.8 23.4 23.5 5.5 14,5
2000 14,5 i8.1 15.7 © 95 25.2 33.6 3.6 16,2

Ssurces CEPAL, on the basis of offieisl data.

&/ Excluding Cuba and the Englishespeaking Caribbesn countries.
b/ Including net private transfer payments.
c/ Gross inflow of foreign capital less amortization of the external debt and net pament of profits and interest.

2! Based on values st 1970 prices. The balance of the debt was deflated using the implicit index of imports of goods and services.
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Year Net payments of Net Servicing of the external debt Gross inflow porcentage of
profits and external — of foreign of foreign gross domestic
interest financing B/ Amortizetion - Interest Total capital capital of product 4/
Historical evolution

1-950 5n5 "6@9 8:5 1.2 905 lnh -1265 aaa

1960 10.8 27.1 18.2 5.1 23.% 45,2 16.2 coe

1965 12.2 0.6 ' 35.1 5.7 ) 34.5 =12.8 can
197 16.7 3.3 25.3 746 32:9 48,5 R 14.6

1976 21.7 40,7 20.2 18,4 35,6 61.0 19.0 15,2

Projectiong

1960 20.9 19.9 2.6 16,3 35.9 k1.5 1.0 161

19385 18.8 20,7 18,2 12.3 0.5 38,9 1.9 124

1950 18.4 22.5 17.5 11.9 2G. 4 Lo.0 B2 12,3

2000 19.0 20.7 17.9 12.1 20.0 38,7 1.7 13,3

LT °PT9RL/

Table 26

LATIN AMERICA (LARGE COUNTRIES}E’:EVOLUTION AND PROJECTIONS OF EXTERNAL SECTCR FINANCIAL VARIABLES

Hypothesis: Moderste acceleration of GDP growth rate

{Percentages, on the basis of current prices)

]
Proportion of exports of goods and services:

Het inflow

External debt as

Source: CEPAL, on the basis of offieial data.

af Comprises Argentine, Brazil and Mexico.
b/ Including net private transfer payments.
¢/ Gross inflov of foreign capitel less amortization of the external debt and net payments of profits and interest.
df Based on values st 1970 prices. The balance of the debt was deflated using the implicit index of imports of goods and services.
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Table 27

LATIN AMERICA (MEDIUM-SIZED COUNTRIES)}_/ + EVOLUTION AND PROJECTIONS OF EXTERWAL SECTOR FINANCIAL VARIABLES

Hypothesis: Modsrate acceleration «f GDP growth rate

(Percentages, on the besis of currint prices)

Propartion of exports of goods and services External debt as
* ercern of
Year Net pﬂym?nts et external Servicing of the external debt Gross 11'1{'101&' Ret mf}ow P o ;‘age o
of profits . . of forelgn of foreign gro Bl
and interest finencing bf Amortization Interest . Total , capital capital £ . product g/
Historical .evolution
1950 25,0 0.9 1.4 0.6 2.0 2.3 ~22,1 : ida
1960 16,4 “3a9 13.4 1.3 14,7 9.5 -20.3
1965 20.6 3.8 10.8 3.1 13.9 lé.6 =16.3 coo
19?0 1699 502 1291 %0 16n1 1?05 ".111'7 o0 1
1976 59“ -308 1503— 299 1502 1105 -962 1699 g
Projections 1
19&0 609 603 11.5 ‘1‘95 1598 ) ) 1?86__ "006 15,?
1985 9 8.4 10.3 k.0 14.% 18.7 2.5 14,0
1950 6a0 11.5 10,2 b4y2 Lok 21.7 5.5 14.9
2000 7e3 11.2 10.9 L8 15.7 22,1 3.9 17.8

Sources: CEPAL, on the basis of official data.

a/ Comprises Chile, Colombis, Peru and Venezuels.
b/ Gross inflov of external capital less amortization ef the external debt and payments of profits and interest.

_t_:_f Including net private transfer payments.
4/ Based on values at 1970 prices. The balance of the debt was deflated using the implicit index of imports of goods end services.



Table 28

LATIN AMERICA {SMALL COUNTRES)E/: EVOLUTION AND PROJECTIONS OF EXTERMAL SECTOR FINANCIAL VARIABLES

Hypothesiss Mpoderats aceeleration of GDP growth rate

{Percentages, on the basis of current prices)

Proportion of exports of goods and services External debt as
Year Net payments Ket external Servicing of the external debt Gross inflow Net inflow percentage ?f
of profits " finsneing of foreign of foreign gross domestic
and interest v/ Amortization Interest Total capital capital ¢f product. 4/
Historical evolution
1950 8.7 8.9 5.2 0.6 5.8 T s -17.6 aes
1560 6.3 17.1 10.1 1.2 11.3% 27.2 10.8 sce
1965  7eb 12,9 13,2 ‘ 2.5 157 26.1 5.6 .os )
1970 9.1 21.6 14.5 2.3 17.8 26,0 12.4 ese &
1976 9.3 . 156 10.8 4,5 15.3 26.4 6.3 24.9 i
t
Projections
1980 10.1 18.1 11.5 5.9 17.4 29.6 B.Q 27.9
1985 10.3 19.4 12,5 6.7 15.2 3.9 9.1 2065
1530 10.7 0.4 13,7 ) 7.3 21.0 34,1 9.7 33.4

1Jdodxs ayr/

2000 12,3 21.6 16.5 8.8 25.3 28,1 C 9.3 40,6

Sources CEPAL, Economic Projections Centre.

af Comprises 12 countries: Bolivie, Costa Rica, Dominican Republic, Ecusdor, El Salvador, Guatemals, Haiti, Honduras, Niceraguas, Panama, Paraguay and
Uruguay. '

b/ Gross inflow of foreign capital less amortization of the external debt and net payments of profits and interest.

¢f Including net private transfer payments.

4/ Based on values at 1970 prices. The balance of the debt was deflated using the ipplicit index of imports of goods and services.
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The export requirements compatible with the assumed levels of
imports, extermal financing and the external debt signify annual average
growth rates of 5.3% for the 1980s and 6.8% for the 1990s  for the trend-
based scenario. In the moderate acceleration scenario the corresponding
rates would be 7.4% and 7.9%. These growth rates imply a considerable
changé compared with developments in previous decades, for over long-term
periods, the rate of growth of exports in the region has never exceeded
5%. However, experience during the period 1975-1978, when the region
made a notable effort to increase its exports, shows an average annual
growth rate. of nearly 8%. The possibility of reaching the two figures
given above will be examined later in presenting the result of the projections
of external trade broken down by types of products. The macroeconomic
model used shows that in either of the two Scenarios exports will have to
grow at rates appreciably higher than those recorded in the past, particularly
when it is desired to achieve greater dynamism.

This aggregate analysis enables certain fundamental aspects of Latin
American economic development to be highlighted with regard to the external
sector:

(a) External financing is pérticularly important for the achievement
of specific rates of economic growth, and even if.it were reduced in comparison
with the 1975 levels, it would subsequently have to be kept up to the relative
level registered prior to 1973, unless export earnings increased very rapidly
as a result of an improvement in relative prices or the growth of volumes
of exports. It should be bornelin mind that the improvement of the balance
of payments and the increase in the reserves which is being achieved in
some countries is partly the result of an absolute or relative reduction
of domestic demand, and that in addition the Latin American countries are

practically excluded from concessionary financing;

/(b) It
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(b} It is therefore necessary to design a suitable policy for
access to the financial markets and international institutions and
use of private banking sources, as well as for the administration of
the debt and monetary reserves., It is a well-known fact that the
possibilities of continuing to increase external indebtedness depend
predominantly on the course followed by export earnings;

(c) The high rate at which exports must grow, which rises in
keeping with the more ambitious nature of the economic growth goals,
reveals the urgent need to consider four supplementary objectives:

(i) The expansion of the access and volume of exports to the
markets of the industrial countries with which Latin America at present
maintains the larger part of its trade. This will depend on the economic
growth recorded in these countries and the reacjustments and policies
finally applied in connexion with the setting up of a New International
Economic Order;

(ii) The expansion of raciprocal trade in the Latin American area.
Some promising progress has been made in this field, although the formal
regional and subregional integration systems are facing serious difficulties.
It is a matter of urgency to carry out a reappraisal of these systems
in order to seek alternative or supplementary formulae for giving renewed
impetus to co-operation at the vegional level;

(iii) Trade with the countries with centrally planned economies
must be increased. To date, this trade has been relatively small, except
in the case of Cuba; | '

(iv) The expansion of trade with other deéveloping countries or
areas will undoubtedly be an essential objective of the New Strategy,
for a new structure of the world economy with a fairer distribution of
production and income will necessarily bring with it a considerable increase

in the share of the developing countries in world trade.

/4. External



4. External trade projections

The projections of Latin hmericaﬁ external trade have been calculated
by using a model which expands and breaks down the analyses made on the
basis of the macroeconomic model and also provides. additional information
which enables export requirements to be compared with independent projections
of external demand and permits Latin America to be situated in a world
trade matrix. The trade flows areACISSSified under six categories based
on the SITC: food, live animals, beverages and tobacco; crude materials,
inedible fats and oils; mineral fuels, lubricants and related materials;
chemicals; manufactured goods; and machinery and transport equipment. The
world is divided into five economic regions: developed market economies;
centrally planned economies; develéping America; the OPEC countries
(excluding Ecuador and Venezuela); and other developing countries,

The imports of each of the six categories for each region are
determined on the basis of historical econometric functions in relation
.to the evolution of the regional domestic product, The extra-regional
exports of Latin America under each category of goods are projected on the
basis of historical econcmetric functions which determine their share in
world-imﬁorts of the same category, while intra=regional exports are
established in relation to the total imports of the region in each category.
A similar procedure is followed for the exports of the other regions of
the world.,

The model therefore makes it possible to study the possibilities of
exports by types of products and to link them with such important variables
as the growth of the developed countries and the expansion of intra-
regional trade,

The possibilities of achieving the external trade requirements
estimated through the macroeconomic model for the trend~based and the . °
moderate acceleration scenarios were compared with those calculated on the
basis of this external trade model, The following hypothesés were used
in this calculation:

(a) The product of the Latin American countries was made to increase
at annual rates of 6,4% and 7.4% in order to bring these rates in line with

the trend-based and moderate acceleration scenarios.

/(b) The
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{b) The product of the develcped countries was studied in the light
of two growth hypatheses: 3.5 and 4,2%,

In these circumstances, world trade would have an annual growth rate
of between 6.8%, for the combination of hynotheses assuming least growth,
and 8% for that of greatest dynamism, Latin American exports would grow at
annual rates of between 4,3% and 5%.

The relatively slow rate of growth of the region's exports in these
projections is due to the performance of exports of primary commodities and
of fuels, Fuels alone represented 38% of the value of total exports of
goods in 1975, Manufactured goods, in contrast, will grow at a similar rate
to the world trade in manufactures (8-9% per year)., In these calculations
it has been provisionally assumed that Latin America and the Caribbean
countries will maintain their share of the world trade in fuels as from the
position attained in 1980, thus nmarking a change from the past tendency of
a steady decline in the region's share in this trade. This is an aspect
which calls for closer étudy, since it has a significant incidence on the
results of the projections, especially for the cil-exporting countries, which
have recently been joined by Mexico as a potentially large exporter. It is
interesting to note that projections for prrimary commodities as & whole
indicate higher growth rates than those shown in the last two decades. In
short, then, the share of Latin America's total exports in total world trade
will continue to go down, from around 5.6% at present to 4% by the year 1990.

These results point to a potential trade deficit of considerable
proportions, increasing with the passage of time. By 1990, this deficit will
represent between 25% and 0% of the value of exports at constant prices,
while by the year 2000 these percentages will rise to between u40% and 80%,
depending on the scenaric in question, The potential deficit is greater in
the case of the scenarios aséuming greater growth of the Latin American gross
dpmestic product and lower economic growth of the developed countries,

A number of supplementary strategies have been examined for reducing
the potential deficit shown in these projections. For this purpose, some
quantitative approaches have been prepared in order to assess the role that

might be played by the following supplemehtary policies;

/(a) To



{a) To increase the rate of expansion, and, therefore, the share of
reciprocal trade in the Latin American area in relation to total
trade, At present, this trade represenfs less than 20% of total
imports, In some quantitative exercises it has been assumed that
this share could rise to around 25% by 1990 and 35% by the year 2000,
This would imply considerable expansion, varying in magnitude for
the various trade flows;

(b) To increase Latin America's exports of mapufactured goods to other
regions at a higher rate than the growth rate of world trade in
these products, and

(¢) To explore various options regarding the expansion of the trade in
primary commodities, with particular attention to the projections
of oil exports.

These exercises show under what conditions the supplementary strategies
and policies mentioned could result in an increase in exports which would
satisfy the balance of payments requirements calculated using the macroeconomic
and sectoral model (see tables 5 and 13).

As regards the distribution of Latin American trade by areas, these
quantitative exercises bring out the following points:

(a) Trade with other developing areas and with the socialist countries

must increase significantly, and

(b) Exports to fhe developed countries must continue increasing faster
than in the past, even if it proves possible to attain ambitious

. targets as regards intra-regional trade and trade with other none
traditional areas. '

Latin America's foreign trade, in brief, must be given a more balanced
structure as regards the economic and‘technological composition of export
and import trade flows, in keeping with a more advanced stage of
industrialization and the objectives of a new international economic order

that would significantly raise the developing countries'! share in world
production and trade,



