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THE POSITION OP THE LATIN AMERICAN ECONOMY (continued) 

Mr. ZASSENHAUS ( in t e rna t iona l Monetary Fund) reviewed the economic 
developments in Latin America during the past year and sa id t h a t , desp i te 
the d i f f i c u l t i e s encountered, s i g n i f i c a n t progress had "been achieved in 
many coun t r i e s . Up to the f i r s t hal f of 1966 the balances of payments had -
b^en favoured by high p r ices f o r c e r t a i n products in the in t e rna t iona l market. 
Later , however with the weakening of i n t e rna t iona l raw mater ia l p r i ce s , the 
external resources of the Latin American countr ies were again threa tened. 
The prospects f o r wider access to the markets of the developed count r ies f o r 
Latin American exports appeared to be encouraging, as well .as the tendency 
towards- the prepara t ion of more r e a l i s t i c and f l e x i b l e public investment 
plans and t h e i r c lose r co-ordinat ion with government budgets. 

The Fund's r e l a t i o n s with the developing countr ies had shown the need 
not only f o r s t a b i l i z a t i o n but a lso to c rea te condi t ions favourable to the 
maintenance of s t a b i l i t y as a bas i s of sustained development. While the 
Latin iimerican count r ies had continued to be the most ac t ive users of the 
Fund's resources , s ince May 19^5 up to the end of March 1967 Latin American 
repurchases had exceeded new drawings, which had reduced the r a t i o between 
the Fund's holdings of Lat in American currencies and the t o t a l of Latin 
American (juotas from some 124 to 104 per cent . Af te r reviewing the Fund's 
t r ansac t ions with the region and the rev is ion and broadening of i t s f inanc ing 
pol icy in response to a r eso lu t ion adopted by UI.'CTAD, he repor ted tha t the 
IMF I n s t i t u t e had widened i t s t r a i n i n g a c t i v i t i e s with courses in English 
and in French and intended shor t ly to begin courses in Spanish. In Lat in 
America, the Fund had continued i t s c lose co l labora t ion with the I n t e r -
American Committee on the All iance f o r Progress (ICAP), the Centre f o r Lat in 
American Monetary Studies (CEMLA), the Inter-American Development Bank 
(IDB) and the In t e rna t iona l Bank f o r Reconstruction and Development (IBRD), 
as well as with ECLA, and intended to maintain those c lose r e l a t i o n s in the 
f u t u r e . 

Mr. JATAR (Latin American Free-Trade Association) sa id tha t the Latin 
American Free-Trade Associat ion (ALALC) made i t a point to be represented 

/ a t ECLA 
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a t ECLA sess ion , because the Commission had formed pa r t of the group which 
prepared the Montevideo Treaty under which the Free-Trade Area had "been 
es tab l i shed in i960 as one of the two in t eg ra t ion systems ex i s t i ng in the 
region, and because, in i t s view, progress in i n t eg ra t i on was impossible 
without the data prepared by ECLA. Moreover, there was a permanent l i n k 
between the two agencies: ECLA's technica l advisory a s s i s t ance and the 
presence of an ECLA represen ta t ive in the Standing Executive Committee of 
the Associat ion. 

ALALC, in f u l f i l m e n t of the purposes f o r which i t had been c rea ted , 
was doing everything poss ib le to help the peoples of Latin America to 
r e a l i z e t h e i r hopes and a sp i r a t i ons and preserve human d ign i ty . ALALC's 
methods f o r achieving those aims had been c r i t i z e d as too slow f o r the 
r e g i o n ' s requirements, but the Declarat ion of Punta del Este and the 
meetings of Foreign Minis ters had shown t h a t demands f o r g r ea t e r speed 
did not have s u f f i c i e n t backing from the very count r ies -..rhich should be 
the s tandard-bearers f o r ALALC's cause. In tha t connection, the deadline 
approved f o r the establishment of a common market in 1985 was an eloquent 
comment. Pressure f o r i n t eg ra t i on was generated by unfavourable 
circumstances, such as the drop in export earnings and the populat ion 
explosion, as r e f l e c t e d in the f a c t tha t from I 9 6 I to 19&5 the volifime of 
investment rose "by only 3 ' 3 per cen t , compared with a populat ion growth 
of 2.8 per cent . 

There had a lso been a decl ine in Latin America's share in world t rade 
(from 8.5 to 6 .2 per cent from 1955 to the end of 1966) and in t rade with 
the United S ta tes (from 21.3 to 1?.2 per cent between I 9 6 0 to 1 9 6 6 ) . In 
shor t , the r e a l motivation f o r i n t eg ra t i on was the des i r e of the 300 mi l l ion 
inhab i t an t s who would be l i v i n g in Latin America in I98O not to l i v e wel l , 
but ; ' . be able to subs io t . 

In the s i x years of i t s exis tence , ALALC had consol idated t r a d i t i o n a l 
t rade t r ansac t ions on a m u l t i l a t e r a l ba s i s , gradual ly e l iminat ing b i l a t e r a l 
agreements. Thus, from 1962 to 1964 the ALALC count r ies had t r i p l e d t h e i r 
t rade in chemical products; increased l i v e f o l d t h e i r purchases and sa l e s of 
heavy machinery and t r anspor t equipment and general ly increased the value 

/of t rade 
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of t r a d e t r a n s a c t i o n s among the coun t r i e s of the Area "by 130 per cen t , or 
from 65O mi l l ion d o l l a r s in 1961 to 1,517 mi l l i on a t the end of 1966. In 
the course of t h a t yea r , the Standing Executive Committee of ALALC had 
convened the f i r s t meeting of the Agr i cu l tu r a l Council to cont inue i t s work 
on problems of a g r i c u l t u r e , as well as meetings of r e p r e s e n t a t i v e s of the 
insurance bus iness , commercial banking, t r a n s p o r t and communications, the 
en t r ep reneu r i a l s e c t o r and l abour , and those respons ib le f o r t r a n s i t of 
persons wi th in the Area and o ther a c t i v i t i e s . In t h a t same yea r , the 
l i b e r a l i z a t i o n programme - the b a s i s of ALALC a c t i v i t i e s - had been s tepped 
up and Venezuela and Bol iv ia had jo ined the Associa t ion . 

Last December, the Standing Executive Committee had cronvened a meeting 
of the Council of Min i s te r s f o r Foreign A f f a i r s of the S t a t e s members of 
ALALC, a t which a pro tocol was signed which, upon ent ry i n t o f o r c e , would 
au thor i ze n a t i o n a l s of member coun t r i e s to en t e r , c ross and leave the 
t e r r i t o r y of any ALALC country without v i sa s or s p e c i a l permi t s . 

In deal ing with the immediate f u t u r e , ALALC had a l ready organized i t s 
programme of ac t i on f o r 1967. Four working groups were to make a p re l iminary 
s tudy of co -o rd ina t ion , t r ade po l i cy , l i b e r a l i z a t i o n and i n d u s t r i a l ques t ions . 
The f o u r t h spec ia l sess ion of the Contract ing P a r t i e s was sheduled f o r the 
second qua r t e r of the y e a r , while progress was being made in the t r ade 
l i b e r a l i z a t i o n programme which was to culminate in the seventh r egu la r ses s ion 
a t the end of 1967. 

ALALC was being s t rengthened by the h igh - l eve l backing i m p l i c i t i n the 
Protocol f o r the amendment of the Charter of the Organizat ion of American 
S t a t e s (OAS) and by the agreements adopted by the Meeting of American Chiefs 
of S t a t e . I t was f u r t h e r s t rengthened by the s t eps i t was t ak ing to merge 
wi th the Centra l American Common Market and thus conso l ida te the Lat in 
American i n t e g r a t i o n process . 

/Mr. HOYOS 
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Mr. HOYOS (Peru) said tha t the current sess ion had provided u s e f u l 
guide l ines f o r Lat in American ac t ion during the forthcoming session ;of UNCTAD 
in the form of the ECLA repor t , and the observations and proposals submitted 
by de lega t ions . The f i r s t UNCTAD Conference had inev i t ab ly been devoted to 
s t a t i n g the problems, de f in ing the pos i t ions and br inging divergent opinions 
in to the open, . r a t h e r than to negot ia t iong agreements among coun t r i e s . Up. 
t o a po in t , i t had been t a c i t l y agreed tha t i n t e r n a t i o n a l t r ade should he . 
reorganized, brought in to balance and expanded on a more equi table b a s i s , 
but the measure of agreement among over one hundred count r ies with so many 
d i f f e r e n t i n t e r e s t s was necessa r i ly l imi ted to the general statements and 
undertakings embodied in the P ina l Act. While those undertakings were not 
l e g a l l y binding, they had had - and continued to have - p o l i t i c a l s ign i f i cance 
and moral fo rce , desp i te the fac t tha t the developed count r ies had not even 
honoured t h e i r pledge to maintain the s t a t u s quo and not to adopt new measures 
which might a f f e c t the marketing or p r i ces of the primary commodities of the 
developing coun t r i e s . I t was e s s e n t i a l t o prevent a recurrence of t ha t 
s i t u a t i o n at the second Conference i f the peoples of Lat in America were to 
be spared f u r t h e r disappointments. He t he r e fo r e hoped tha t there Would be 
a conf ron ta t ion of developed and developing count r ies in New Delhi,; but he 
did not expect i t t o be a b a t t l e with v i c t o r i e s and surrenders , but r a t h e r 
a f r i e n d l y debate motivated by the wi l l to reconci le c o n f l i c t i n g opinions 
- and there were many favourable f a c t o r s which could con t r ibu te t o tha t 
r e s u l t . 

He reca l l ed tha t in the period 1961-66 Lat in American exports increased 
i n volume, and t h a t t h e i r un i t value had reached the 1958 l e v e l . ; 
Nevertheless, desp i te t ha t moderate r e l a t i v e expansion in exports , caused 
by c i rcumstan t ia l f a c t o r s , exports had r i s e n at a slower r a t e than; impor ts . 
The conclusion t o be drawn was t he r e fo r e t h a t , even when circumstances were 
favourable , the p reva i l i ng condi t ions of i n t e r n a t i o n a l t r ade did not provide 
the Lat in American count r ies with the ex terna l resources necessary f o r t h e i r 
development. Moreover, i t should be noted tha t ex terna l f i n a n c i a l a id , 
though i t had doubled i n recent years , did not breach the gap, because debt 
service absorbed much of t h a t a s s i s t ance . The s i t u a t i o n was aggravated by 

/ t h e need 
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the need to replenish reserves which had been depleted by ba lance-of -
payments d e f i c i t s and remittances of p r o f i t s . The inadequacy of ex terna l 
resources r e s t r i c t e d Lat in America's payment and import capaci ty , and 
adversely a f f e c t e d developed count r ies by depriving them of a Lat in American 
market of over two hundred mi l l ion people. I t should a lso be emphasized 
tha t f i nanc i a l a ss i s tance t o Lat in America, f a r from being a g i f t , took the 
form of r ec ip roca l ly b e n e f i c i a l loans on which i n t e r e s t was paid. 

The atmosphere of the second session of UNCTAD would undoubtedly be 
b e t t e r than tha t of the f i r s t sess ion. One reason f o r tha t was t h a t , a t 
the Punta del Este meeting, President Johnson had. pledged support f o r a 
system of preferences favouring a l l developing count r ies and f o r measures to 
remove r e s t r i c t i o n s on Lat in American t r a d e . Other examples of a new s p i r i t 
were the proposals made by Prance (Kojeve Plan) , Denmark, and Belgium 
(Brasseur P lan) , which provided a sound bas i s f o r negot ia t ion and gave cause 
f o r optimism. That optimism would be j u s t i f i e d , however, only i f Lat in America 
achieved r e a l un i t y of method and purpose i t was not enough to present a 
uni ted f ron t at UNCTAD and in other s imi lar circumstances. Lat in America 
required a coherent , permanent economic policy v i s - a - v i s the r e s t of the world. 
In teg ra t ion would thus have two s ides ; a domestic s ide , leading to the 
common market, and an external s ide , which would u n i f y the count r ies of the 
region in a so l id b loc . 

Lat in American energies at New Delhi should not be dispersed on a whole 
range of more or l e s s important quest ions. The order of p r i o r i t i e s had. been 
es tabl i shed by the ECLA and GATT working groups: f r e e access of primary 
commodities to the markets of the i n d u s t r i a l i z e d count r ies , the removal of 
discr iminatory preferences , the establishment of a system of general non-
discr iminatory preferences f o r developing coun t r i e s ' manufactures and 
semi-manufactures, reform of methods of f i n a n c i a l ass i s tance to make them 
serve t h e i r t r u e purpose, and the opening up of new geographical regions to 
t rade among count r ies with d i f f e r e n t economic and soc ia l systems. Moreover, 
in connexion with primary commodities, a t t e n t i o n should be given to the 
French proposal on organizing markets and the p o s s i b i l i t y of new world 
s t a b i l i z a t i o n agreements should be explored. The p r inc ip l e of general 

/p re fe rence f o r 
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preference fo r manufactures was worthless unless r. developed country which 
sought to cut off the flow of imports of manufactures cn the pre text of 
market d i s t o r t i o n were permitted to do so only .a f ter m u l t i l a t e r a l 
consu l t a t ions . 

Other problems of major importance wore development f inancing;and 
f inancing of i n v i s i b l e s . The purpose of f i n a n c i a l ass i s tance was to give 
impetus to under-developed economies not to benef i t the exports of i n d u s t r i a l 
coun t r i es . Accordingly, there should be no obl iga t ion to purchase from the 
lender country or to t ranspor t goods under a given f l a g . Debts would eventual ly 
absorb most of the f i n a n c i a l a id granted unless tha t aid was increased by 
such means as the Horowitz Plan, and the compensatory and supplementary 
f inancing proposed by HIP and the World Bank, and unless loans were 
l i b e r a l i z e d through longer repayment periods and lower i n t e r e s t r a t e s . In 
shor t , Lat in American s t r a tegy at the forthcoming session of UNCTAD should be 
based on the r e s u l t s of the Kennedy Hound, the advice of ECLA and the 
conclusions of the Algiers meeting of the seventy-seven developing count r ies 
and of the forthcoming CECLA confe rence, thus ensuring a more r e a l i s t i c 
approach than tha t adopted at the f i r s t sess ion. 

The current sess ion had also considered Planning problems and the 
progress made in planning with the help of ECLA. The agreement to e s t a b l i s h 
a Common Market within f i f t e e n years created urgent problems and the planning 
of indus t ry in order to make i t competitive should- be based on s p e c i a l i z a t i o n 
end the d iv i s ion of labour. 

He suggested tha t the EICLA s e c r e t a r i a t should undertake a study of the 
populat ion explosion and how i t d i s t o r t e d population s t ruc tu re by burdening . 
soc ie ty with a high proport ion of economically inac t ive young people and 
c r ea t i ng unemployment and under-employment, urban f l i g h t , e t c . S imi la r ly , the 
purely economic aspects of agrar ian reform should be s tudied with a view to 
br inging i t s soc ia l ob jec t ives in to l i n e with a g r i c u l t u r a l modernization and 
mechanization, increased p roduc t iv i ty , and increased food production. He 
mentioned, by way of example;, the fac t tha t agrar ian reform in Peru had brought 
about an improved standard of l i v i n g f o r the ru r a l population and said tha t 
agrar ian reform should be f inanced, as President Belaunde had proposed by 
bonds, which not only provided incomo but could be used f o r the i n d u s t r i a l i z a t i o n 
of r u r a l a reas . 

/Mr, IRANETA 
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Mr. IMNETA (inter-American Development Bank) informed the Commission 
t h a t the re had been a s teady increase i n the loans granted by IDB, which i n 
the f i r s t few months of 19 7 amounted to a t o t a l of more than 2,000 mi l l ion 
d o l l a r s , a sum which had covered a s t r a t e g i c pa r t o f . t h e f i nanc i a l - r equ i r emen t s 
of the main s e c t o r s of economic and soc i a l development of the Latin-American 
coun t r i e s . The new approved inc reases i n the Bank's resources would enable 
i t to s t ep up i t s annual opera t ions to between 55^ and 600 mi l l ion d o l l a r s 
and . to extend i t s a c t i v i t i e s to Lat in American economic i n t e g r a t i o n , 
a g r i c u l t u r a l development, education and h e a l t h . 

The recen t meeting a t Punta del Este had supported the c r e a t i o n of 
the La t in American Common Market and IDB had been ass igned an important r o l e 
i n promoting and implementing several programmes. The Bank had been engaged 
i n s imi l a r a c t i v i t i e s s ince the establ ishment of the Pre-Investment Fund f o r 
La t in American I n t e g r a t i o n . The f i r s t loan from the Fund's resources was 
granted in July i f o r the study of an, expansion of the Aracay h y d r o e l e c t r i c 
p l a n t , which would extend Paraguay 's e l e c t r i f i c a t i o n programme and supply power 
to the neighbouring zones of Braz i l and Argent ina. S imi la r ly , p re l iminary 
work had begun on the establ ishment of the Inter-American Telecommunications 
Network. The coun t r i e s of the River P l a t e Basin had requested a pre l iminary 
study on the prospec ts f o r the i n t eg ra t ed development of the B a s i n ' s r esources , 
and p repa ra to ry work had a l ready begun. Moreover, IDB had organized a round-
t a b l e d i scuss ion on the a g r i c u l t u r a l s ec to r , a t .which the fundamental problems 
of t h a t s ec to r of the Lat in American economy had been discussed and important 
conclusions had been reached. As a major -source of ex te rna l f i nanc ing , IDB 
hoped to inc rease s i g n i f i c a n t l y the l e v e l of i t s loans and i t s a c t i v i t i e s i n 
the.member c o u n t r i e s . . • 

Mr..: fSCHATAN (Food and Agr icu l tu re Organization) drew, a t t e n t i o n to the . 
programmes, and meetings i n which FAO had worked in spec ia l co l l abo ra t i on with 
ECLA, the r e s u l t s achieved in a g r i c u l t u r e as a r e s u l t of t h a t co-opera t ion , 
obs t ac l e s hampering more r ap id a g r i c u l t u r a l development and the e f f o r t s which 
would have to be- made i f a g r i c u l t u r e was to play i t s proper r o l e in the 
development of La t in America. By 1980, Lat in America would have to produce 
enough food to feed 300 mi l l i on people and would a l so have to inc rease i t s 

/ a g r i c u l t u r a l expor t s . 
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a g r i c u l t u r a l exports . In other words, p roduc t iv i ty would have to he r a i sed 
by modernizing farming methods and making increas ing use of f e r t i l i z e r s , and 
f o r tha t purpose g rea te r investment was e s s e n t i a l . The modernization of 
a g r i c u l t u r e should he accompanied hy i n d u s t r i a l development, which would 
provide ag r i cu l t u r e with e s s e n t i a l cap i t a l goods and meet the growing demand 
of the ru r a l population f o r consumer goods. In t eg ra t ion would enable the 
na tu ra l advantages of each area to be exploi ted more f u l l y and would combat 
the tendency to place too much emphasis on economic autarky. PAO intended 
to continue to co-operate to the best of i t s a b i l i t y in the at tainment of 
those ob jec t ives . 

Mr. BALENSI (General Agreement on T a r i f f s and Trade) explained the 
operat ion of GATT, an organizat ion with over seventy member coun t r i e s . Trade 
agreements among those countr ies were based on the most-favoured-nation clause, 
but absolute r e c i p r o c i t y was never applied to the l e t t e r , indeed, i t could 
not be applied to the l e s s developed countr ies without c rea t ing ludicrous 
s i t u a t i o n s . In keeping with tha t concept, the non-rec iproc i ty r u l e had been 
adopted, thus enabling the developing count r ies to take par t in the Kennedy 
Round on favourable terms. Economic i n t eg ra t i on problems were i n t e r p r e t e d in 
a f l e x i b l e way in GATT, with a t t e n t i o n given to p o s s i b i l i t i e s of concluding 
p r e f e r e n t i a l agreements between developing countr ies in cases where the re 
would be no point in extending them to the i n d u s t r i a l i z e d count r ies , and 
negot ia t ions were held on s p e c i f i c products and were governed by the p a r t i c u l a r 
condit ions appl icable to each individual case. 

Although membership in GATT was not incompatible with p a r t i c i p a t i o n in 
other i n t e rna t i ona l i n s t i t u t i o n s , Uruguay was the only Lat in American member. 
GATT had been c r i t i c i z e d f o r not being s u f f i c i e n t l y r ep re sen t a t i ve ( of the 
t h i r d world; i t could counter t ha t c r i t i c i s m by arguing tha t the Lat in American 
countr ies had not formed a bloc within any p r e f e r e n t i a l system and t h a t , 
t he re fo re , t h e i r pos i t i on could not carry the same weight as the Afr ican bloc, 
comprising' twenty-seven count r ies , or of the 700 mi l l ion inhab i t an t s of Asia. 

The observer from GATT rep l i ed to other c r i t i c i sms by s t a t i n g tha t i t 
should not be fo rgo t t en tha t i n t e rna t i ona l t r ade was the ra i son d ' e t r e of the 
body he represented and. t ha t many c r i t i c i sms had to do with t rade i n products 

, /which was 
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which was affected more by social and political factors than by trade 
considerations. That was true of certain primary commodities. GATT would 
always be prepared to co-operate with countries requesting its assistance. 
It Was already providing advisory services on trade in a number of products 
of developing countries, even though those countries were not members of 
GAT? or of the International Trade Institute which had been created for that 
purpose. 

It. 0. MARTINEZ (Organization of American States) made a few general 
comments on the tasks being carried out by the technical organs of the inter-
American system and to the co-operation between those organs and the secretariat 
of ECLA. The new tasks confronting the Latin American countries arising out 
of the Declaration of Punta del Este had economic, social and cultural 
ramifications that would call for an increase in that co-operation. Much of 
the,work carried out jointly by ECLA and the OAS, particularly that accomplished 
within the framework of the Alliance for Progress, had yielded good results. 
Future collaboration would be broader in scope, more vigorous and more 
effective, and would be directed towards improving particularly Latin America's 
foreign trade, as advocated in chapter III of the Declaration of Punta del Este. 
To that end, ICAP and other regional bodies would soon present to the Inter-
American Economic and Social Council a plan for the measures, instruments and 
action programmes to give effect to the decisions adopted. Within a few days 
the Secretary-General of UNCTAD, the Governors of IDB, ICAP and the Executive 
Secretary of ECLA would meet to study a draft of that plan. 

The Declaration of Punta del Este was a decisive step forward in inter-
American relations and gave new impulse to the international co-operation 
launched with the creation of the Alliance for Progress. The Declaration 
established measures which were broader in scope and could better a t t a i n the 

t a r g e t s fixed when the Alliance was created. However the real significance of 
the Declaration of the Chiefs of State lay not so much in the formal commitments 
entered into, as in the spirit of solidarity and firm determination co 
co-operate which had been reflected in both the formal debates and the informal 
discussions. That same spirit should inspire just and equitable formulas and 
constructive measures for carrying out the commitments made, and the secretariats 
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of the OAS and ICAP would do their utmost to achieve that result. 
Miss VIEIRA (United Nations Educational, Scientific and Cultural 

Organization) referred to the activities being carried out by UNESCO1, in 
co-operation with ECLA and the Latin American Institute for Economic and Social 
Planning, in combating low educational levels, conducting mass literacy 
campaigns and promoting the dissemination of technical know-how at various 
levels. In that connexion, she drew attention to several documents prepared 
by ECLA, the positive results achieved at various conferences and, most 
recently, at the Seminar on Investment in Education, which had recently been 
held at Santiago, Chile, and had been cited in the Executive Secretary's 
opening address as an example of co-operation between ECLA and UNESCO. 
Similarly, the Latin American Institute for Economic and Social Planning had 
established an educational planning section, with the co-operation of UNESCO 
officials. Closer co-operation between economists and educators, which was 
also reflected in the discussion at the present session of such topics as school 
attendance levels and the degree of technical training achieved, wotild help to 
eliminate the limitations which an uneducated, population imposed in any attempt 
to further economic and social progress. 

The meeting rose at 7 p.m. 


