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On these considerations a resoiution was passed at
the first session directing the Executive Secretary to
male a study of the economic situation in Latin America,
whick, having been completed, will now serve ae a
background for debate and as a basis for such resoiutions
as may be edopted.

In this study, which is the first serious effort to
ascertaln the fundamental problems cof *the Latin American
econany, the conclusion is drawn that industrialization is
the principal means for securing the benefits of technical
progress atteined by the highly developed countries, and
for raising gradually standerds of living in order to
satisfy the desive for betterment vhich exists among these
nations and the requirements of elementary social Justice.

In the speech; which as representetive of my
Govermment; I had the honour of delivering almost a year
ago, on receiving the delegates to the meetings in the
capitol of Chile, I sald that Latin America, a land of
agriculture, stockraising and mining, an exporter of raw
materials and foodstuffs, needed industriallzation because
this was the orly way whereby those charecteristic traits
of its economy, from which stem the tasic difficuities
vhich afflict 1t, could be modified.

In truth the most summary analysis of economic
process in our countries shows that exports are almost
entirely made up of products of the soil and subsoil,
whereas imports are in the greater pert manufactures. This
analysis also shows that in evéry country in Latin America
a small nurber of products make up the bulk of its exports
and “herefore these producis have a decisive influence upon

the level of assets in its balance of payments.

/As a result
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As a result, the economic structure, rests on a very
vulnerable base, as it ie only necessary for the volume of
cales or the market price of these products to drop for
normality to be disturbed, and in certain cases progress
may be interrupted, or advances gained with work and
sacrifice may be lost,

Since, as has been stated, the principal socurces
of foreign exchange are unsteble, vhereas the need for
Imports can only be reduced within narrow limits, because
they generally satisfy essential requirements for the
normal functioning of the economy, it is sufficient for
theee few prcducts to have lower sales or lower prices
to apnreciably reduce the total value of exports, forcing
a reduction in imports; this results in supply shortage,
industrial production difficultles, commercial stagnatlon,
a reduction in tex receipts ernd in a general disruption
of the various aspects of econamic llife,

As a result, the Latin American econcmies are weak,
dependent and unsteble, dve to the semi-colonial structure
vhich they still retain, vhereby they produse end export
rew materials and foods, with the agzravating fector that
in the majority of theee countries the greater part of
exports 1s made up of a small number of commodities which
determine the volume and value of their foreign trade,
Through industrislization, by making use of the natural
resources and raw materials of each territory, the Latin
American nations can find the means of changing the
gtructure of their economies and make them strong,
independent and stable.

/Industrial development
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Industrial development will allow them to become
independent of outside markets for the supply of goods
vhich they can produce themselves and to diversify their
exporis so0 as to protect them from the contingencies and
fluctuations of the world economic cycle. Such a development
must be based on the natural possibilities and on the
capacity of the merket so that the industries which became
establishied or are created can live without the help of
excessive protection.

Our countrics are not gnided by inacceptable autarchic
concepts when they look to industrialization for a solution
to their difficulties, but by a legitimate ambition based
on the rights which they derive from the natural resources
given them by their respective territories, It 1s also in
obedience to a deeper motive of our historic destiny, as
we are certain that it is only through industriel development
that the economies of Latin America can improve the living
standards of the people, bringing them true welfare and
enduring prosperity through which we will strengthen
our democratic institutions, whose improvement we
relentlessly pursue.

There is no doubt that true well-being cannot be
cbtained without increasing the average real income of
the population, which at present is iow in most of those
countries, To attain this, productivity must be
increased, which means that labour must reach its highest
efficiency. Experience shows us, with the example of the
United States and other industrial countries, that only
thus can the real inccme of the masses be increased, and
the capital can be created which must constently be

/invested to
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invesved to use the latest technical developments, which
on their part lead to a greater productivity of labour.

Ve must industrialize in order to increase labour
productivity, and at the same time we must modernize and
mechanize agriculture so as to free it from the technicel
backwardness which it shows in most Latin American
countries, in order to satisfy the demand for foods and
to reduce costs. This will increase the productivity of
agricultural labour so that the real lncome of the farming
population will increase end lead to an expansion of the
market for domestic manufactures. Both aims require
amounts of capital and this factor is of such far-reaching
importance to our future that certain comments are brought
to mind which must be presented now at least in their more
fundamental terms.

In the Latin Americen nations, the rate of capital ‘
formation is slow and is far from meeting the most
preesing requirements. On the other hand, this
formation depends in last analysis on the gradual increase
in labour productivity. We are therefore in a vicious
circle, since to increase productivitir we require ample
capltal and to form this capital we must increace this
productivity.

To break this circle there does not seem to be any
other way but the initial assistance of foreign capital,
on condition that this capital is invested so as to
increace the productivity of labour, making possible the
Tormation of domestic capital which in the future can
replace foreign capital in the new investments called for
by technicological progress and population growth.

[until the
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Until the last great econcmic crisie, the Latin
American countiries supplemented their capitel with
foreign resources obtained through the floatling of loans
which allowed them to carry out development projects that
otherwise could not have been started until many years later.

These lcans, due to their nature, gave our countries
the foreign exchange needed to import materials for these
works as well as the domestic currency nececsary to
finence internal expenses. The added resources provided
by foreign capital covered every aspect of the deficiency
of domestic capital, Thie method broke down with the
events occurring at the time of the great depression,
vhich in many countriee made i1t imposesible to service
the exterior debt. Unhappily, few remember how this
ceme about and the deeper causes are forgotten, they refer
principally to the manner in which the chief cyclical
centre of the world directs and influences the dynamic
interplay of economic forces, The analysis of all this
would require more time than it would be prudent to take
in a speech.

The movement of caplital towarde Latin America started
again in the last decade, taking on forms different from
those we had seen up to the time the great depression
produced its effect. It 1s made up of credits granted by
Torth American official agencies, such as the Export
Import Bank, to the goverrments or public bodies of our
countries. ILately, a new source of money has presented
itself with the International Bank for Reconstruction
and Development created as a result of the Bretton Woods
Pact, and which operates in a mammer similar to the

aforementioned institution.
/In both
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In both ceses, the loons received by the countries
of Latin America only provide the foreign exchange for
the importation of eauipment needed to carry out proJjects
approved by the institutions referred to above. The
countries, with their own capital resources, must
finance the current internal expenses to complete the
proJected works. The capitel assistence therefore only
partially covers the insvfficiency of local capital and
for this reason these credits fix close limits to the
posgibility for a wider economie development.

In these circumstances, 1t seems necessary that
these institutions of international credit should modify
the character of thelr operations in such a way that they
provide our countries not only with foreign exchange
needed to buy materials which must be Imported for these
projected works, but also with the cash requirements for
meeting expenses inside the territory. Thus, the capital
assistance, as was the case previously with loans, will
be complete and the exchange which is converted for
internal expenditure will improve the bolance of payment,
allowing at the same time further imports of capital goods.

It is also necessary to see to 1t that these
investments of foreign capital produce an increace in
working efficlency and build up the necessary capacity
for future repayment, that is to say, that this capital
be invested in projects which increase productivity and
reduce, directly or indirectly, imports payable in the
game meney in vhich the obligation was incurred, in

order to guarantee the regular service of this obligation

/under the
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under the present conditions of world trade.

Credits granted to govermments or bodies which
represent them are essential for projects of economic
development such as electrification, irrigation,
transportation, which require very large capitel but
are not in general attractive to private initiative and
nevertheless are essential to the establishment of
conditions favorable to Industrial and agricultural
development of extenslve areas.

There is no doubt that our countries need the help
of foreign private capital, but it is only possible to
carry out projects such as those mentioned above with
resources cbtained directly by the govermnments. This
fact must not be passed over when the economic problems
of Latin America ure considered and this means that the
cocperation of these internationzl institutions is of
fundamental Importance in the economic development of the
Iotin American countries.

We vant, as we have said, the cooperation of foreign
private capital and believe that by means of agreements
with the countries in a position to furnish this capital
certain of the difficulties which up to now have prevented
its movements, almost completely broken off since the
depression, can be removed.

To do this we must offer investors treatment equal to
that received by local capital and a guarantee of
transference for equitable profits to the country of
origin. Laws alone will not Inspire the confidence
which capital needs, the law must be reinforced with
governmental practices which mest the promises and effectively

/carry out
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carry out the spirit of the law. Ve insist that it would
be a powerful incentive to the flow of foreign private
capitel into the countries of Iatin America if double
taxation were done away with so that the only taxes borne
by this capitel would be those of the country where the
profit is produced.

The scarcity of dollars which already appears in
many of the Latin Americen countries 1s a serious problem
to which we must refer to once more, if only in general
terms.

It 18 possible that we may be faced with a persistent
tendency towards disequilibrium which would come from the
fact that the United States has been continuously reducing
the co-efficient of its imports,'which in 1929 made up 5%
of the national income of that country and at present only
ettains 3%, To appreciate the importance of this decrease,
it ie worth noting that United States importe in 1948
reached the high figure of US 6,900,000,000., vhereas, if
the percentage of 5% had been maintained it would have
been US 11,500,000,000,.

Simultaneously, with diminishing purchases by the
United States we find in the countries of.Latin America
a tendency to increase imports payable in dollars, due to,
among other causes, the fact that technical progress in
the United States causes the demand for capital goods
which comes with industrialization to look for its
patisfaction principally in that market, The foregoing
is aggravated by the fact that many products essential
to modern econoﬁic life, such as petroleum and its by-products

and certain of the most important raw materials and foods,
: /though produced
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though produced in countries outside the dollar area are
traded in this currency. It is certain that economic
recovery in Europe allows us to reestablish interchange
with those countries, but these in turn, lack dollars
and we are through force of circumstance brought to
bilateral comaercial formulas which often forces us to
accept imports, somotimes expensive or which do not
adequately meet our requirements.

This also means the inifial weakenlng of the system
of multilateral trade conszildered during the war the basils
for future peace, incorporated in the pacts of Eretisn Woods
subscribed to by almost «ll the latin American nations and
which the United States supported with pertinacity. One
nctices o certaln contradiction between the efforts which
are deployed to ramove from international {rade the
linitationg from which 1t suffers and the movement
reculting from the nlay of economic ferces which is leading
us towards bilateral trade asrrangements.

The abnormal situation of the balance of payment, as a
result of the dollar shortage, has a tendency to
ag-ravaticn with the present price readjusiments occurring in
the United States market. Experience ghows that the
relationship between prices of raw materials and foodstuffs
vhich moke up the bulk of owr exporte and the prices of
manufactured products has persistently changed in a way
uwnfovorable to the former. Thus, in the past decade with
the sume quantity of primary products 1t was posgible to
purchase 63.5% only of the manufactured products which
could be purchaged In the sgeventies of the previous

century.
/In periods of
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In periods of expanding economic activity the
relationship mentioned above initially favors, and with
greater strength, the prices of raw materials and foods
end that is what happened during the war, without
nevertheless a completely free play of forces as it was
congidered opportuné to establish limits for those prices
as well as the prices of industrial products.

In periods of econamic contraction, the
relatlionship moves in a manner adverse to the price of
raw moterials and foods, and while we cannot say at the
present time that we are in such an economic phase, the
read justment to which we have referred, is causing the
relaticﬁghip to move according to its normal tendencies,
and as wartime controls are absent, this movement is
occurring freely, so that our countries must suffer all
its unfavorable consequences.

As we have previously said, almost all Latin
American countrie§ experience the effect of economic
fluctuations in the great markets of the world through
their balance of payment which as they show credit or
debit balances act as stimulating or disturbing
influences on their internal ernamies.

We have also sald that as a general rule the
experts of latin America are concentrated in each
country on a restricted number of products which
determine the volume and value of their trade and
consequently the relative position of their balance of
payment. For these reasons, the price read justments
now occurring are the subJect of serious concern and
though each country affected by it will adopt such.
measures as it can command to counteract its bad effects,
there 1s no doubt that there is a field here for well

congidered and fruitful international collaboration.
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The statements made by His Excellency, thé President
of the United States in his inaugural speech, have
encouraged the people of Latin /merica and opened up for
them a new horizon of hopes. For the first time these
countries have received from the United States a firm
and solemn promise that the needs of their development
will be congidered on & bagis equal to that which resulted
in the help furnished to the reglons devastated by the
wvar. fmong the interesting ideas put forth on that
occasion by the President of the United States, some should
be brought out for the deep significarce which they carry
and their great Importence for the people gathered here in
this Second Session of the Economic Commission for Latin
America.

Pregldent Truman stated that a great world-wide effort
should be made to secure peace, abundance and liberty, as
the poverty in which certain countries live 1s an obstacle
and a menace for them as well as for more prosperous areas.
He recognized thus that progperity or depression, expansion
or crisls, are indivicible given the camplexity and
interdependence of the contemporary economic world. For
geographical and other £easons, this solidarity in -
progress or regression is even greater between the natlons
of this centinent, covered by a common inseparable destiny,
go that we can affirm that prosperity of Latin America
and its economic progress not onlty directly benefilt our
countries but that it is an important factor for the
econony of the United States 1tself. For liberty and peace
to relgn forever in these lands of the Americas, 1t is
necesgary that thelr peoples reach a stage of economic

development which will assure them of abundance, for only

/thus will
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thus will they acquire the intimate and indestructible
conviction that social Justice and the well being of all
can be obtained by the straight and peaceful paths marked
out by democracy. As His Excellency, the President of the
Republic of Chile said: "The economic anxiety of the
Ilatin American countries is a factor which cohtinually
menaces soclal stabllity end is used as a pretext by
those who would destroy the democratic system in which
our institutions are found.”

Iregident Truman alsc said that it is a duty of
the Nerth American nation to put at the disposal of
the peace loving neoples the arsenal of technical
Imow-how possessed by the United States to help them
realize their aspirations towards a better life. This
kind of help is of the greatest interest and undoubtedly
certain Iatin American countries can receive by this
means a substantial contribution which will facilitate
thelr progress. The Economic and Social Council in the
sessions vhich have Juat terminated, adopted a resolution
on the initiative of the United States, calling for the
preparation of a complete program to make technical
agoistance effective. But in the majority of cases this
help by itself will be insufficient. Understending this,
President Trumon stated also that in coopsration with
other nations the Unlted States must enccurage the
Investment of capital in areas requiring development,
The International Bank is one of the instruments for
rcaching thls end; created for this puipose it 1s already
contrituting with the Export & Import Bank to the financing

of the econcmic plans of certain Latin American Republics.
/The Economic



.

y 0946 E/CN.12/9k4
Page 15

The Fconcmic and Social Council, on a proposal by Chile,
passed a resolution a short time ago directing the
Secretary-General, with the cooperation of the specialized
agencies and particularly, of the International Bank
to prepare a plan for the financing of economic
development.

Centlenmen, on inaugurating the II Session of the
Economic Cormission for Latin America, I do so with
the conviction that from these debates will come forth
concrete agreements which will contribute to the
solution of some of the economic problems which affect
us, that headway will be made in the study of others
continuing the search for formulas which will allow
us to solve them; that international cooperation so
necessary for both obJects will show itself effective
and that the necessity for a whole-hearted international
cooperation will be widely recognized so that peace,
abundance and liberty may reign on this continent, the

hope of Western civilization and of human destiny.
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