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THEE POSITION OF THE LATIN AMERICAN ECONCMY (continued)

Mr. ZASSENHAUS (International Konetary Fund) reviewed the economic

developments in Latin Anerica during the past year and said that, despite

the difficulties encountered; significant progress had been achieved in

many countries. Up to the first half of 1966 the balances of payments had -
béen favoured by high prices for certain products in the international market.
thor, hoyever with the weakening of internationnl raw matcerial prices, the
external resources of the Latin dnerican countries were again threatened.

The prospects for wider access to the markets of the developed countries for
Latin Jmerican exports appeared to be encouraging, as well as the tendency
towards the preparation of wmore reclistic and flexible public investment
plans and their closer co-ordination with government budgets.

The Fund's relations with the developing countries had shown the need
not only for stabilization but also to create conditions favourable to the
maintenance of stability as a basis of sustained development. While the
Latin American countries had continued to be the most active users of the
Fund's resources, since May 1965 up to the cnd of March 1967 Latin American
repurchases had exceeded new drawings, which had reduced the ratic between
the Fund's holdings of Latin Amerdican currencies and the total of Latin
American quotas from some 124 to 104 per cent. After reviewing the Pund's
transactions with the region and the revision and broadening of its financing
policy in responge to a resolution adopted by ULCTAD, he reported that the
IMF' Ingtitute had widened its training activities with courses in English
and in French snd intended shortly to begin courses in Spanish. In Latin
America, the Fund had continued its close collaboration with the Inter—
American Committec on the Alliance for Progress (ICAP), the Centre for Latin
Améfican Monetary Studies (CEMLA), the Inter-imerican Development Bank
(IDB) and the International Bank for Reconstruction and Development (IBRD),
as well ag with ECLi, and intended to maintain those cluse relations in the
future.

Mr. JATAR (Latin American Free-Trade Association) said that the Latin

American Pree~Trade Association (ALALC) made it a point to be represented

/at ECLA
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at BECLA session, because the Commission had formed part of the group which
prepared the Montevideo Treaty under which the Free-Trade iArea had been
established in 1960 as one of the two integration systems existing in the
region, and because, in its view, progress in integration wag impossible
without the data prepared by ECLA. Moreover, there was a permanent link
between the two agencies: ECLA's $echnical advigory assistance and the
presence of an ECLA representative in the Standing Executive Committee of
the Association.

ALALC, in fulfilment of the purposes for which it had been created,
was doing everything possible to help the peoples of Latin Ameriea to
realize their hopes and aspirations and preserve human dignity. ALALC's
methods for achieving those aims had been critized as too slow for the
‘region's requirements, but the Declaration of Punta del Este and the
meetings of Foreign Ministers had shown that demands for greater sﬁeed
did not have sufficient backing from the very countries hich should be
the standard-bearers for ALALC's cause. In that connection, the deadline
approved for the establishment of a common market in 1985 was an eloquent
comment. Pressure for integration was generated by unfavourable
circumstances, such ag the drop in export earnings and the population
explosion, as reflected in the fact that from 1961 to 1965 the volume of
invesiment rose by only 3.3 per cent, compared with a population growth
of 2.8 per cent.

There had also been a decline in Latin America's share in world irade
(from 8.5 to 6.2 per cent from 1955 to the end of 1966) and in trade with
the United States (from 21.3 to 17.2 per cent between 1960 to 1966). In
short, the real motivation for integration was the desire of the 300 million
inhabitants who would be living in Latin America in 1980 not to live well,
tut © . be able to subsiz’. | ' |

In the six years of its existence, ALALC had consolidated traditional
trade transactions on a multilateral basis, gradually eliminating bilateral
agreements. Thus, from 1962 to 1964 the ALALC countries had tripled their
trade in chemical products, increased livefold their purchases and sales of

heavy machinery and transport equipment and generally increased the value
Jof trade
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of irade transactions among the countries of the JArea by 130 per cent, or
from 650 million dollars in 1961 to 1,517 million at the end of 1966. In
the course of that year; the Standing Executive Committee of ALALC had
convened the first meeting of the Agricultural Council to continue its work
on problems of agriculture, as well as meetings of representatives of the
insurance business; commercial banking, transport and communications, the
entrepreneurial sgector and labour, and those respongible for transit of
persons within the Area and other activities. In that same year, the
liberalization programme - the basis of ALALC activities ~ had been stepped
up and Venezuela and Bolivia had joined the Association.

Last December, the Standing Executive Commitiee had oconvened a meeting
of the Council of Ministers for Foreign Affairs of the States members of
ALATC, at which a protocol was signed whioh, upon entry into force, would
authorize nationals of member countries to enter, cross and leave the
territory of any ALALC country without visas or special permits.

In dealing with the immediate future, ALALC had already organized its
programme of action for 1967. PFour working groups were to make a preliminary
study of co-ordination, trade policy, liberalization and industrial questions.
The fourth special session of the Contracting Parties was sheduled for the
second quarter of the year, while progress was being mede in the trade
liberalization programme which was to culminate in the seventh regular session
at the end of 1967.

ALALC was being strengthened by the high-level backing implicit in the
Protocol for the amendment of the Charter of the Organization of American
States {OAS) and by the agreements adopted by the Meeting of American Chiefs
of State. It was further strengthened by the steps it was taking 4o merge
with the Central American Common Market and thus consolidate the Latin
American integration process.

/Mr. HOYOS
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Mr. HOYOS (Peru) said that the current scssion had provided useful
guidelines for Latin American action during the forthcoming session;of UNCTAD
in the form of the ECLA rcport, and the observatiorg and proposals submitted
by declegations. The first UNCTAD Conforence had inevitably been devoted to
stating the problems, defining the positions and bringing divergent opinions
into the open, - rather than to negotiationg agrecments among countries, Up
to a point, it had been tacitly agreed that internationel trade should be .
reorganized, brought into balence and expanded on a more equitable basis,
but the measure of agrcement among over one hundred countries with so many
different interests was necesgarily limited to the geheral statements and
undertakings embodied in the Final Act. While those undertakings were not
legally binding, they had had -~ and continmed to have - political significance
and moral force, despite the fact that the developed countrics had not even
honoured their pledge to maintain the gtatus gquo and not to adopt new measures
which might affect the marketing or prices of the primary commodities of the
developing countrics. It wos cssential to prevent a rccurrence of that
gituation at the second Conference if the peoples of Latin America ﬁere to
be sparecd further disappointments. He therefore hoped that there would be
a confrontation of doveloped and developing countries in New Delhi, but he
did not expect it ¢ be a battle with victories and surrenders, but rather
a friendly debate metivated by the will to reconcile conflicting opinions
~ and there were many favourable factors which could contribute to that
result.

He recalled that in the period 1961-66 Latin American exports increased
in volume, and that their unit valuc had reached the 1958 level.
Nevertheless, despite that moderate relative sxpansion in exports,‘caused
by circumstantial factors, exports had risen at a slower rate than imports.
The conclusion to be drawn was therefore that, even when circumstances were
favourable, the prevailing conditions of international trade did not provide
the Latin American countries with the external resources necessary for their
development, Moreover, it should be noted thaf external financial‘aid,
though it had ‘doubled in recent years, did not breach the gap, because debt

gervice absorbcd much of that assistance. The situation was aggravated by

/the need
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the need to replenish reserves which had been deplated by balance-of-
payments deficits and remittances of profits. The inadequacy of external
resources restricted Latin America's payment and import capacity, and
adversely affected developed countries by depriving them of a Latin American
market of over twe hundred million people. It should alsc be emphasized
that financial assgistance to Latin America, far from being a gift, took the
form of reciprocally beneficial loans on which interest was paid.
The atmosphere of the second session of UNCTAD would undoubtedly be
better than that of the first session. One reason for that was that, at
" the Punta del Este meeting, President Johnson had pledged support for a
system of preferences favouring all devéloping countries and for measures to
remove restrictions on Latin American trade. Other cxamples of a new spirit
were the proposals made by France (Kojéve Plan), Denmark, and Belgium
(Brasseur Plan), which provided a sound basis for negotiation and gave cause
for optimism. That optimism would be justified, however, conly if Latin America
achieved real unity of method and purpose it was not enough to present =2
united front at UNCTAD and in other similar circumstances. Latin America
required a coherent, permanent economic policy vig-a-vis the rest of %he world.
Integration would thus have two sides: a domestic side, leading to the
common markei, and an external side, which would unify the countrices of the
region in a sgolid bloc.

Latin Amcrican energies at New Delhi should not be dispersed on a whole
range Of more or less important questions. The order of priorities had beecn
established by the ECLA and OGATT working groups: free access of primary
commodities to the markets of the industrialized countries, the removal of
discrimiﬁatory preferences, the establishment of a system of general non-
discriminatory preferences for developing countries' manmufactures and
semi-mamifactures, reform of methods of financial assistance td moke them
gserve their true purpose, and the opening up of new geographical regions to
trade among countries with different economic and social systems. Moreover,
in connéxidﬁ with primary commodities, attention should be given to the
French proposal on organizing markets and the possibility of ncw world

stabilization agreements should bo explored. The principle of general

/preference for
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prefersnce for manufactures was wort

T,

tloss unless o developed country which
sought to cut off thc flow of imports of mahufactures on the prcteit of
market distortion were permitted to do so only after maltilateral
consultetions.

Other problems of major importance worae dovelopment financing:and
finoncing of invisibles. The purposce of financial assistonce was to give
impetus to under~developed economics not to benefit the cxports of industrial
countries. Afccordingly, therc should be ne obligetion to purchasc from the
lender country or to transport goods under o given flag. Doebts would eventuclly
absorb moat of the financial aid granted unlcss thet a@id woas increascd by
such means as thc Horowitsz Plan, and tho compensotory and supplemsntary
financing proposcd by IMF and $he World Bank, and unless loans were
liberalizcd through longer repayment periods and lower interest rates. In
short, Latin Amcrican strztcgy ot the forthcoming session of UNCTAD should be
based on the results of the Kennedy Round, the advicc of EZCLA and the
conclusions of the Algicrs meceting of the seventy-seven doveloping countries
and of the forthcoming CECLA conference, thus cnsuring = morc realistie
approach than thet adopted ot the first session.

The current scssion had also considered Plonning problens and‘the
progress mede in planning with the help of ECLA, The a~grecment to establish
o Common Market within fifteen years creoted urgent problems and the planning
of industry in order to makes it competitive should be besed on specialization
and the division of lzbour.

He suggested that the ECLA secretariat should undortoke a study of tho
population explosion znd how it distortcd pepulation structurc by burdening
society with o high proportion of cconomicslly in-ctive young people ond
ereating unemployment ondé under-employment, urban flight, otc. Similarly, tho
purcly econcmic aspects of agrorinn roeform should be studied with a view to
bringing its scecicl objectives into line with agriculturc]l modernization and
mechanization, inercascd productivity, and incrcesed food production. He
mentioned; by wey of example, the fact that agrarian reform in Peru had brought
ahout an improved standard of living for the rural population and said that
agrarian rcform should be financed, ag President Belatnde hod proposed by
bonds, which not only provided incomc but could be used for the industrializetion

of rural zrons.

%r. TRANETA
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yghhgggﬁggg (InteruAmerican,Development Bank) informed the Commission
that there had been a steady increase in the loans granted by IDB, which in
the first few months of 19 7 amounted to a total of more than 2,000 million
doliars, a sum which had covered a strategic part of the financial -requirements
of the main sectors of economic and social development of the Latin American
countries. The new approved increases in the Bank's resocurces would enable
it to step up its annual operations to between 550 and {00 million dollars
and?to‘extend its activities to Latin American economic integration,
agricultural development, education and health,

The recent meeting at Punta del Este had supported the creation of
the Latin American Common Market and IDB had been assigned an important role
in promoting and implementing several programmes. The Bank had been engaged
in gimilar activities since the establishment of the Pre-Invesiment Fund for
LatinrAmerican Integration. 'The firgt loarn from the Fund's resources was
granted in July 19:¢ for the. .study of an. expansion of the Arzcay hydroelectric
plant; which would extend Paraguay's electrification programme and supply power
to the neighbouring zones of Brazil and Argentina. Similarly, preliminary -
work had begun on the establishment of the Inter-American Telecommunications
Network. The countries of the River Plate Basin had requested & preliminary
study on the prospects for the integreted development of the Basin's resources,
and preparatory work had already begun. Moreover, IDB had organized a round-
table discussion on the agricultural sector, at which the fundamental problems
of that sector of the Latin American economy had been discussed and -important
conclusions had been reached. As a major -source of external financing, IDB
hoped 40 increase significantly the level of its loans and iis activities in
the member countries. o _

Mr. SCHATAN (Food and Agriculture Organization) drew attention to the -
programmes and meetings in which FAO had worked in special collaboration with
ECLA,AthempesultS'achieved in agriculture as a result of that co-operation,
obstacles hampering more rapid agricultural development and the efforts which
would have to be made if agriculture was to play its proper role in the
development of Latin America. By 1980, Latin America would have to produce

enough food to feed 300 million people and would also have to increase its

/agricultural exporis.
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agricultural exports. In other words, productivity would have to be raised
by modernizing farming methods and making increasing use of fertiligers, and
for that purpose greater investment was essential. The modernization of
agriculture should he accompanied by industrial development, which would
provide agriculture with essential capital goods and meet the growing demand
of the rural population for consumer goods. Integration would enable the
natural advantages of each area to be exploited more fully and would combat
the tendency to place too much emphasis on economic autarky. FAO intended
to continue to co-operate to the best of its ability in the attainment of
those objectives. ' 7

Mr. BALENSI (General Agreement on Tariffs and Trade) explained the
operation of GATT, an organization with over seventy member countries. Trade
agreements among those countries were based on the most-favoured-nation clause,
but absolute reciprocity was never applied to the letter: indeed, it could
not be applied to the less developed countries without creating ludicrous
situations. In keeping with that concept, the non-reciprocity rule had been
adopted, thus enabling the developing countries to take part in the Kennedy
Round on favourable terms. Economic integration problems were interpreted in
a flexible way in GATT, with attention given to possibilities of concluding
preferential agreemente between developing countries in cases where there
would be no point in extending them to the industrislized countries, and
negotiations were held on specific products and were governed by the particular
conditions applicable to each individusl case.

Although membership in GATT was not incompatible with participation in
other international institutions, Uruguay was the only Latin American member.
GATT had been criticized for not being sufficiently representative of the
third world; it could counter that criticism by arguing that the Latin American
countries had not formed a bloc within any preferential system and that,-
therefore, their position could not carry the same weight as the Afriean bloc,
comprising twenty-seven countries, or of the 700 million inhabitants of Asia.

The observer from GATT replied to other criticisms by stating that it
gshould not be forgotten that international trade was the raison d!'&tre of the

tody he represented and that many criticisms had to do with trade in 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 commcdities. GATT would
always he 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
purﬁbsea

Mr. O, 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 secretariaf
of ECLA. The new tasks confronting the Latin American countries arising out

of the Declaration of Punta del BEste had economic, social and.cultural
ramifications that would call for an increage in that co-operation. Much 6f

the ,work carried out jointly by ECLA and the 0AS, 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
gffective, and would be directed towards improving particularly Latin America's
foreign trade, as advocated in chapter III of the Declaraticn of Punta del Este.
To that end, ICAP and other regional bodies would soon present to the Inter-
Amepican Economic and Social Council a plan Tfor the measures, instruments and
aotion programmes to give effect to the decisions adopited. Within a few days
the Secretary-General of UNCTAD, the Governors of IDB, ICAP and the Executive
Secretary of ECLA would meet to study e draft of that plan.

The Declaration of Punta del Fste 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
egtablighed neasures which were broader in scope and could better attain the
targets fixed when the Alliance was created. However the real significance of
the Declaration of the Chiefs of State lay not =o 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 formel debates and the informal
discﬁssions° That same spirit should inspire just and equitable formilas and

constructive measures for carrying out the commitments made, and the secretariats

Jof the
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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 UNESCO, 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 Fducation, 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 Ingtitute for Lconomic 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 topice as school
attendance levels and the degree of technical training achieved, would help to
eliminate the limitations which an uneducated population impoged in any attempt
to further eccnomic and social progress.

The meeting roge at 7 v.m,




