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I, MAIN ASPECTS

1. .0utline

Besides discussing the role of the private sector and its.repercussions
on the public sector, most studies om the mobilization of domestic resources
examine the more traditional- functions of the puﬁlic sector, namely, those
that have to do with revenue and expenditure., Consequently, any discussion
of the subject tends to centre on the classic questions of fiscal poligy '
(the nature of public income, the composition of expenditure, etc.) while
generally relegating the part played by public enterprises to the background,
or omitting it altogether. This may well be because, as a_ rule, they are
seen as the backbone of the infrastructure or as suppliers, as aids to the
production of other enterprises; instances where they actually generate
profits tend to be looked upon as exceptions or anomalies., Even in the
over—all planning process it is quite common for the public enterprise
sector not to be taken explicitly into account: most medium-~term plans .
prepared in Latin American countries, for instance, refer only to investment
by the centfal.government and fail to give a sufficiently detailed breakdown

of investment by public enterprises. Considering the size of these enterpriéés,
 in terms of capital, sales volume and staff, and their effect on the
accumuiation of resources, which is partly reflected in their fixed investment,
and especially considering, in addition te such quantitative data, their
inflvence in decisive sectors of the economy, this approach is quite
unjustified, The importance of public enterprises is increased further by
their ability to serve as agents of a develoment policy, iee., their
gole in capitsl formation, their links with the world of technology and
with the capital goods 1ndustries, and their potential co—ordlnatlon and
action as instruments of an over—all economic policye -

/These are
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These are some of the ocutstanding features of publiec ehterprises
which this rough preliminary study will attempt to explore. It is a new
additien fo the series of studies on the public sector and on the
mobilization of domestic resources that was started some years ago.l This
somewhat ambitious project comes up against the hitherto unsclved problem
of the scarcity of data and the fact that many of those that do exdst are
not comparable; for this reason and because it is a practical. impossibility
to include all public enterprises, only the largest firms in selected countries
will be dealt with here. The study, however, is still valid despite the
shortage of informaticon since it does net attempt to give a comprehehsive
and detailed picture of public enterprises, but only to provide a few pointers
.to their significance and functions and to pose a certain number of problems
and questions. Furthermore, there is no attempt to establish positions of
principle or make practical recommendations, but only to helpntowards a
better urderstanding of this sector of the economy., It is, moreover, the
first study on this subject and it is hoped that it will serve as a basis

for a more extensive and detailed future analysis.

2., Origin of public enterprises

If events followed a logical course, government enterprises would be
selected in accordance with the basic criteria of economic policy and would
operate in a coherent manner, In theory, the State would take over ard
administer certain carefully chosen activities on the principle that private
enterprise does not guarantee — and, in extreme cases, actually goes against -
the common gooed or the execution of specific policies, thereby ensuring
compatibility of aims and a co-ordinated plan for activities in which the

public interest was directly involved, Thus, the setting up of a public

1/ See ECLA, Economic Survey of Latin America, 1955, pp. }l1-176, on
government income and expenditure during the period 1947-1954; Economic
Survey for Latin America, 1967, pp. 100-118, on tax financing; and
Economic Survey for Latin America, 1968 pp. 1061-109, on the public

gsector, In addition, a document on the mobilization of domestic resources
(E/CN.12/827) was presented to the thirteenth session of the Commission
(Lima, Peru, April 1969),

/enterprise or
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enterprise or the taking over of ‘a private enterprise by the State would be
orderly and systematic and would implj the fulfilment of certain fundamental
conditions, But this has not been so in practice. As a rule, it has not
been the government that has decided beforehand, in the light of the needs
of the economy, just what existing or future enterprises should be State-
owned; on the contrary, there is great diversity among »ublic enterprises
as regards articles and services produced, quality, size, age and origin.
As this diversity is largely responsible for their lack of co-ordination,
it is worth considering how these have been broughf under State control,
examining first the procedure adopted and then the function they have fulfilled
at the various stages of Latin &merica's economic development.
| {a) The first category comprises public utility enterprises that have
traditionally operated under State supervision or direct State control, -
especially those connected with transport and energy. In some cases; the
State has béen responsible for these activities from the start; in others,
it took over from private concerns after a certsin period. In the case of
the Argentine railways, for instance, the first railway company, Ferrocarril
del Qeste, which started operating in 1857, was originally privately owned;
it was turned over to the Province of Buenos Aires in 1862, bought in 1890
with British capital, and was finally nationalized in 1948, along with all
the other railway companies. Another example is Chile's electricity supply,
which used to be in the hands of a priverte compeny, Chilectra - notionalized in
1970 ~ and a public enterprise, ENDESA, which generated 41 and 58 per cent
of the national total respectively in 1968, The Brazilian telecommunications
system is a third case in point; finding that the company's equipment was
out-of-date and needed at least a million more telephones, the State took
over the Bragzilian Traction Company in. 1966, which became the Brazilian
Telgphone Company, and set up ZMBRATEL, a publie ehterprise responsible for
the inter-state long-distance commnications system,=

2/ See Ministerio de Plane jamento e Coordenagio, Programa estratégico de

desenvolvimento, Area estrateg;ca IIT: Infraestrutura, III Comunicagoes,
-draft veralon, 1968, PP. &4 et«seg.

Jas vill
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As will be seen below, virtually all railway services amd most power
companies are currently under State control.

(b) The govermment has taken over other activities or established new
enterprises to assist in the execution of economic policies or plans
necessitating goverrment management in certain strategic areas.

This has been done in two different ways. One involves carrying out
a specific activity along different lines from those that would be followed
by a private enterprise, or tapping the resources generated by such an
enterprise for public investment projects. This is what happened when the
Bolivian tin mines were nationalized, partly out of a desire for greater
independence and partly because of the need to use the resources they
generated, A recent document published by the Bolivian Govermment recalls how,
during the Second World War, Bolivia was forced by its economic dependence to
agree to the freezing of the price of tin at a level which was unilaterally
fixed by foreign interests. The document goes on to say that naturally the
mining enterprises themselves did not suffer from this arrangement, as they
possessed enough political power to be able to use their profits to finance
projects abroad and were powerful enough in Bolivia to evade any taxes
designed to keep a share of their profits in the country.zf It is interesting
to note how these resources were channelled and used after nationalization.
The Bolivian mining corporation (Corporacidn Minera de Bolivia — COMIZOL)
was forced to sell the foreign exchange earned from its tin exports tc the.
Central Bank at a low exchange rate, and the resources were used to keep
dovn the prices of essential imports and for investment in other sectors of
the economy, both public and private.

The second way is to create new enterprises. Once the enterprise is
established, the State continues to contrcl it, sets up a mixed company or
sells it to private investors. The decisions tha% have been adopted have
depended on the aim the State had in view when it established the enterprise

and the prevailing trends in Govermment economic pelicy at the time,

3/ See Ministerio de Planejamento e Coordinagdo, Estrategia socio—
econdmica del desarrollo nacional, 1971-1991, vol., I, page 38,

/& typiecal
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A typical example of this approach is provided by the Chilean production
development ‘corporation (Corporacidén de Fomento de la Producecién - CORFO),
which is a goverrnment agency set up in 1939 for the purpose of formulating
an over-all development plan for the Chilean economy, In the initial stage it
was decided to formulate sectoral plans since there were certain obvious
prigrities, and ‘studies were carvied out to determine the potentialities and
' deficiencies of each sector; and not only that - machinery was set up for
practical action to promote sectoral development, CORFQ organized enterprises
in which it had a majority or minority interest, such as the electricity company
(ENDESA 1944-1945), the steel company (CAP, 1946), the petroleum company
(ENAP, 1950), the beet sugar company (IANSA, 1952), the hotel consortium and
HONSA (1942 and 1945), the network of refrigerating plants (from 1948
omwards), the telecormunications company (ENTEL, 1964), and the fishing
industry. In the case of industry, it bought shares and provided technical
assistance to enterprises producing iron and steel, fisheries products, pulp
and ‘paper, electronic equipment, chemicals, petrochemicals and metal prcducts,
It also set up support organizations such as the natural rescurces research
institute (Instituto de Investigaciones de Recursos Naturales - IREN), the
Chilean technological institute, the national voecational training institute
(Instituto Nacional de Capacitacidn Profesional - INACAP), the computer
services enterprise, the costs institute‘énd the technical co-operation
service., Lastly, CORFO drew up the national programme of economic development,
1961~197C, the basic purpose for which it was created, Previously, it had
formulated development policies for industry, agriculture and commerce, Thus,
in industry, from 1944 onwards, CORFO supplied financing and guaranteed the
operations of private enterprises, besides béing a share~holder in some
enterprises, as mentioned above; in agriculture, it provided capital for
irrigation and drainage, improved livestock breeding, etg¢.; in commerce, it
took action to keep the market steady at crucial moments, and as part of its
normal activities supplied some dairy and fish products, In short, CORFO
currently owns shares in more than eighty enterprises. and institutes of
widely differing kinds (see table 9 below).

(¢) A third method is for the State to take over activities as a
result of confiscation, This has been the case for the property of enterprises

Jor citizens
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or citizens of countries at war, which were nationalized temporarily or
permanently (e.g., Germen property during the Second World War), and for
the property of persons or enterprises expropriated by the government for
various reasons,

An example is the setting up of the corporation of State enterprises
(Corporacién Dominicana de Empresas Estatales -~ CORDE) in the Dominican
Republic; in 1961 these enterprises passed under the control of the industrial
develomment corporation, which in July 1966 became CORDE, In addition, the
hotel corporation and the Deminican sugar company were created; the sugar
company took over all the nationalised sugar mills and later became the
State sugar councii (Consejo Estztal del Azdcar). By 1962, the Dominican
electricity corporation, which was purchased in 1955,. had been nationalized.
CORDE is the owner of or a share-holder in forty-eight enterprises; in the
industrial sector it is the owner of eight enterprises, has a majority interest
in thirteen others and a minority interest in nine; it owns one agricultural
enterprise; it owns one mining enterprise and is a minority share-holder in
another; lastly, it has a controlling interest in nine commercial enterprises
and a minority share in six others, Of these enterprises, nine are monopolies,
two have a joint monopoly and the rest compete with the private sector (see
table E of the apperdix to this chapter),

CORDE is not in the same position as CORFO, since it is basically
responsible for managing a group of enterprises that were confiscated and whose
nature had not previously been determined.

(d) Lastly, there are cases of emergency nationalization, where the
State buys enterprises which cannot be kept going by private enterprise., In
some such cases, the State has acted to ensure the continued supply of certain
services or inputs that are essential to the community, and in others it has
supported the enterprises, taken over responsibility for their losses and
acquired a share in their capital, An example that immediately springs to
mind is the naticnalization of railways in countries where they were running

at a loss. .
/3. The
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3. The stages of development and the State enterprises

These were the main ways in which various types of enterprises were
nationalized. To complete the ﬁicture, it is of interest to show how they
were transferred to the publlc sector at each stage of industrialization in
Latin America, It should be noted that, in each succe331ve stage outlined
belbw, the emergence of a new phase does not. imply the dlsappearance of the
previous phase, but a shift in the main eﬁphasis.

At the initiél stage, when the essential motive force for economic
growth was exports, the State enterprises generally had little part to rlay.

At that time, the operation of public utilities was bound up with international
trade and produced high profits, both from the running of the utilities and

in terms of incentives provided by govermments (particularly guaranteed profits
and loans). Thus, the main infrastructural items needed to extract and
transport the chief export procducts were generally in the hands of foreign
firms, as was normally the case with railweys, ports and electricity. Government
action usually took the form of control of these and other public services,
promotion of industries and regions where private enterprise was not yielding
good enough results and provision of certain lesslimbortant public services
not connected with exports (water supply, urban transport, etc, J» An exception
to this rule was the petroleum industry, which was State controlled in some
countries,

The situation changed radically in the next stage of industrial growth,
In particular, Industrialization itself would not have been practicable “
without State protection (both in the form of tariffs and of loans), with
the result that the operation of public serviées., which had been designed for
a specific situation, area and activity, ceased to attract private capital,

In addition, there was a movement, more pronocurced in the post-war pericd,
which made nationalization of public services and basic resources a political
PMlatform, Thus, several countries nationalized transport (particularly
 railways), electricity and communications services. In many cases this process
was accepted by the former owners, for a variety of reasons, such as
unprofitability of the enterprises, difficulties in remitting profits, the
running out of concessions or of tax exemptions, etc., which coincided with
the advent of nationalistic political aspirations, In the cases of

/nationalization of
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nationalization of enterprises producing goods for export -~ of which Mexican
petroleum and Bolivian tin are outstanding examples ~ the causes were mainly
political, since the nationalization of these enterprises had been one of the
demands of revolutionary movements,

Only at a more advanced stage of industrialization did the State -

participate fully in the economy as entrepreneur and producer of goods of
all kinds, This phase has several typical features, In the first place,
it coincides with the acceptance of the view that the control and
nationalization of enterprises and the creation of new enterprises are a means
to an end. Moreover, in countries at a more advanced stage of industrialization
big firms prédominate -~ so big that they are ususlly beyond the reach of
national entrepreneurs and £herefore largely dependent on foraign or State
financing. During the first stage of development, food textile preduction
and simple engimmeering were within the reach of local capital and .
technology; on the other hand, the production of capital gocds, automotiye
products, heavy chemicals, electronic equipment and even household cconswrier
durables, which are the backbone of the new stage of industrialization, could,
with a few exceptions, be financed in Latin America only with foreign capital
or public funds because of their costs, size and technology. This fact is
illustrated by the list of the thirty largest non-financial institutions
in Argentina and Brazil in tables 2 and 3. In this c¢ase, the nature and
magnitude of State participation is bound up with the basic orientation of
the ihdustrialization process, since investment, production end price criteria
may be introduced that” conflict with the aim of obtaining maximum profits,
In other words, entrepreneurial action by the State is-apt to be guided by
standards of soéial benefit that cannot be expected of private ernterprise.
Three cases of this 1link between the State enterprise and basic policy are
given below.

First, there are.the countries which think that the State enterprises
should only supplement private-enterprise, in particular, giving it
infrastructural suﬁport and supplying the inputs and services it needs; in
such cases, the action of State enterprises is adapted to the context of
economic laissez~faire, One example is the case of Argentina, whose

/national policies
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national policies é/ define the role of State-owned enteirprises., They provide
that the State's industrial activities to mee£ essential needs, particularly
in the social sphere, shall be of a temporary nature or shall be transferred
to the private sector if they do not successfully achieve their purpose,
They also nrovide that the State shall carry on activities that are necessary
to the welfare of the commumity or connected with basic industries which do
not attract private enterprise; In the special case of strategic activities
and the exploitation of natural rescurces, thé State shall participate when
reguired to do so in the national interest. In addition, the State shall
retain responsibility for the production of those articles and effects that are
directly bound up with military needs and which, by their nature, are not
suitable for private manufacture.

A second case is that of Peru, where a general industrial law (Decree
Vo, 18350,.promulgated on 27 July 1970) was introduced in an attempt to
ensure that the State should have the guiding role in the industrialization
process, through Stéte control of basic industry.2 The law reservesz the |
basic industries for the public sector, which, in addition, shall pafticipate,
aloné or as a partner, in the other industries, when this is in the interest
of permanent and self-sustaining irdustrial development {(irticle 7)., In
exceptional cases, the private sector, including co-operatives, may
participaté in the basic industries, provided that a contract is drawn'up
laying down the conditions and time limits within which the ¢mershi> of those
enterprises sholl revert to the State, after valuation and payment {irticle ).
Basic industries are considered to be those that produce fﬁndamental inputs
for preductive activities; fhey include iron and steel, non~ferrous metals,
basic chemicals, fertilizers, cement and paver (irticle 4 and fifth pert of

the Decree).

. ﬁ/ Decree No. 46 of 17 June 1970, See "national policy" No, 124, on
activities controlled by the State, :

5/  Presidential message from General Juan Velasco Alvarado, published in
El_Peruano, the official gazette, on 30 July 1970,

/The third
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The third case is that of enterprises that operate under a socialist
regime. In the case of Cuba, for instance, all industies and services and
most. agricultural holdings are State-owned. Thus, the criterion for the’
management of the enterprises consists in bringing them into line with the
requirements of the national plan; consecuently, business profit is no
longer the motive force of production and is not even retained as a standard
of efficiency.‘ In addition, through price control, revenue can be transferred
to the Staté on the scale established in the plan,

This brief outline of the roles assigned to the State enterprises in
three different cases shows fairly clearly their potential and limitations
as policy instruments, Above all, it can be seen that the fact that some
activity or other is Stete-run does not necessarily indicate the ideology
or objectives of the State, A public enterprise may serve both to support
private enterprise and as an instrument of action for a socialist regime;
thus, it may subsidize private enterprise - by supplying cheap inputs and
services ~ or it may be an impdrtant source of autonomous capital., ALl
depends on the context in which the enterprise operates,

However, the shift of the economic centre of gravity to the large
enterprises which are characteristic of the more advanced stages of
industrialization gives them new value and importance, Indeed, as was
pointed out earlier, that dynamic nucleue can normally be financed only by
foreign capital and goverrment funds, This mezns that there are various
possible solutions: first, State ownership of the enterprise; secondly, the
transfer of funds to the local private entrepreneur; thirdly, the establishment
of mixed companies owned partly by the State and partly by local entrepreneurs;
and fourthly, mixed companies in which the State or local entrepreneurs combine
with foreign interests; and fifthly, foreign ownership of the enterprise.

At all events, the policy = or lack of policy -~ on State enterprises is
becoizing one of the basic determinants of econoiiic policy. If it is
intended to change the nature of that sector of growth and thus infiuence
the basic features of development, the State enterprise may be one of the
most direct and efficient instruments of policy. To attract private
enterprises to certain sectors, a wide range of profit incentives are
availasble; but if the quality of the type of production undertaken is to
be improved, action by the State enterprises is required and has a decisive
and immediate effecte

/4e The
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L. The enternrises that are considered

This study is not concerned with all the enterprises in which the
State invests caﬁital, but only with those that have a legal personality and
which, in addition, are of interest because of their contribution to savings
and investment. Since they do not have legal persénality) the bodies that
form part of‘the central public administration are excluded, although they
may carry on activities similar to those which are undertaken by State
enterprises elsewheré. For instance, according to the way in which they are
organized, the authorities for drinking water supply, urban transport, harbour
administration, goods storage, etc, are considered for some countries and not
for others, Moreover, banks, financial institutions and insurance companies
&re not considered because they are different in character and deserve
separate treatment on account of their importance, In particular, certain
aspects will be considered from ancther angle in the chapter on financial
intermediaries,

The second eondition for the inclusion of public enterprises in this
study is that the State should either own all the capital invested in the
enterprises or own enough ﬁo give it direct control of their policy or
management, In other words, it must be for the State to take decisions,
such as specifying the volume and destination of output, fixing tariffs and
prices, and deciding between alternative technologies. In the case of
mixed companies, it will be necessary to decide in ezch case whether or not
the State has the necessary decision-making power when it has only a
minority interest, In some cases the State holds shares merely to guarantee
a loan, while in others its shares give it a real say in the running of the
enterprise, To determine which is true in a given case, it will be necessary
to see what kind of enterprise it is, since basically it would be a question
of facts, such as the degree of dispersion or concentration of the remaining
shares, the composition of its management, etc,

Mention'must be made of one thing which has cut down the rumber of
enterprises that have been considered, namely, lack of information on many
of them, For this reason, it has not been possible to include, for instance,
state or provincial and munjicipal enterbrises, which are quite important in
some countries, The real size of the sector has not been expléred, and only
a few indicators of its scope have been given,

/5. The
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5. The importance of public enterprises

For a preliminary appraisal of the importance of public enterprises
it is useful to determine their relative importance by means 6£ certain
indicators. For this purpose a study will be made of the coefficient of
over-all investment in relation to the product, and of the share of
investment, by the public sector and by public enterprises in gross fixed
capital formation for those countries on which data are available (ses
table 1), In addition, consideration will be given to the position of
public enterprises among the thirty most important enterprises of two countries,
according to their scale or economic size (see tables 2 and 3).
(a) Contribution of public ente;pfiées to _capital formation

Table 1 shows the investment coefficient in relation to the product

"and the share of public enterprises and general government in fixed capital

formation. It is impossible to generalize since the figures differ widely
according to the situation in each country, For instance, between the beginning
and the end of the period considered, the proportion of public investment
in total investment increased substantially while the investment coefficient
in relation to the product declined in Chile, Colombia and Peru; both these
ratios increased in Argentina, Bolivia, Mexico and Paraguay and decreased
in Ecuador; and public investment remained at the same level in Brazil and
Panama vhile total investment increaseds Taking public investment alone,
Bolivia, Brazil, Chile and Ecuador show the highest coefficients; and there
was a substantial increase in Paragusy between 1962 and 1968. In general, &
rising trend is observable in the share of public investment in all the
countries except Ecuador and, to a much lesser extent, Panama.

The proportion of investment by public enterprises was highest in Bolivie
(nearly 40 per cent of the total); it ranged from 1 to 16 per cent in
Argentina, Brazil, Chile and Venezuela, and from 6 to 10 per cent in
Colombia, Costa Rica, Panama and Peru, These figures, in general, reflect
the existence or absence of large-scale mining, petroleum,renergy or
comnunications enterprises, and of extensive State railways net works,
which are usually*thé biggest investors.

frable 1
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Table 1

LATIN AMERICA: RATIO OF GROSS FIXED INVESTMENT TO THE GROSS
DOMESTIC FRODUCT, AND SHARE OF THE FUBLIC SECTOR IN
TOTAL FIZXED INVESTMZINT

Percentege share of public

Gross- fixed sector in total fixed

investment as a

Country Yeor percentage of ' investuent Pubiie
C gross domestic . Public = CGeneral enter-
pgoduct sector government nrises
Argentina - 1966 .717.9 32.6 16.4 16,2
1969 21.7 . 37.1 23.1 14,0
Bolivia 1960 1.2 43:2 12.1 31,1
1968 20,8 50.7 11.6 3%.1
Brazil 11960 1649 40,0 27.2 11, Z/
’ 1965 l]-!-o? 14‘6.1!' . 29-9 1605
' 1968 1707 l 39-0 21&.8 lil--:;?
Colombia 1960 18,1 16,7 cor soen/
1968 l?.l‘- 2800 L] O . 8«7 -
Costa Rica 1960 19.0 16,2 2 1l.2 5.0
1968 17.6 17.8 10.5 73
Chile 1961 17. 2 bl.O 3005 10»5%/
1964, 16,2 L5.4 33.7 llé?g/
1966 - 15.9 5,2 39.0 15,2
Eeusdor 1960 13.4 48,0 ee ..
1969 13.O LI'OGS ..f. ...
Mexico 1955 16.7  34.8 cae cer
1960 16,9 see coe
1967 20.3 35.6 see se e
Panama 1960 14.8 19.7 14.8 4.9
1968 20.9 l9fl 8.7 . lQ.h
Paragzuay 1962 - 12,0 1946 Ceee cee
1969 ll_hé 314-.9 see XX
Peru 1940 15,8 13.0 7.9 5.1
1966 21,4 37.5 27.3 10,2
1968 16-5 XY :U-l—c2 a0

/Tehle 1 {Concl,)
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Table 1 {Concl,)

Gross fixed
investment as a

Pérouritage: share of public
sector in total fived
investment

Country Year perceéntage of _ Pobiic
gross domestic  Public General enter—
product sector “government prises
Dominican 1960 10. 5&y o .o 47-4 e
Republic 1969 18. 7-/ [ XN ] 3&-.3 .o lf
Uruguay 1%60 15.1 15.7 cos eon
1967 12.5 18,4 vor ses
Venezuela 1960 18.0 [ X} . | L2 B L] ; L]
1968 17.7 a«a®® aee . l5l3
Source: IZCIA, on the baslis of official stetistics,.

QR

Including many Federal Govermment entervrises,
Only some of the public enterprises,

Incomplete deta covering the most important public enterprises.

Direct investment by the remeininz enterprises is not included in
total public investment,

L&

General government only, excluding investment by public enterprises.

/Table 2
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Table 2

ENTERPRISES ACCORDING TO VOLUME OF SALES, 1969
(Millions of pesos)
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THE THIRTY LARGEDST INDUSTRIAL AND FUBLIC SERVICE

1.

2.
3

5

Te

g.
Do
10,
11,
12,
13,

e
154
16,
17,

18,
19.

Enterprise Activity Sales Cwnership

Yacimientos Petroliferos ]

Fiscales Petroleum 24 137 Public
Fiat Motor vehicles 182 184 Foreigp
Shell Petroleun Qa1 614 Foreign
Empresa Ferrocarriles del

Estado Argentino Transport 80 630 Public
Esso Petroleum 75098  Foreign
Servicios Eléctricos del T .

Gran Buenos Aires Electricity 69 741 Public
Sociedad Mixta Siderdrgica .

Argentina Steel 66 525 Public
Ford Motor vehicles 57 757 Foreign
Gas del Estado Pet.roleun 53 598 Public
General Motors Motor vehicles 50 066 Foreign
Swift Food 48 942 Foreign
IKA - Renault Motor vehicles 48 067 Foreign
Empresa Nacional de ' .

. Telecomunicaciones Communications 48 067 Fublic
Nobleza Tobacco 45 935 Local private
Molines Rfo de la Plata Food 40 897  Local private
Agua y Energia Eléctrica Dlectricity 38 260 Public
Corporacién Argentina de . )

Productores de Carne Food _ 36 568 Local Private
Chrysler Motor vehicles 32 243 Foreign
Sociedad Andnima Franco-

Argentina de Automotores
(SAFRAR ) Motor vehicles 27 524 @ Foreign
20+ Industria Argentina de Aceros
(4CINDAR) Steel 27 108 Local private

/Table 2 (Concl.)
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ble n

Ente;ggise'

21, Aerolineas Argentinas

22 Goed Year
23, Alpargatas

24. Empresa Lineas Mar{timas

Argentinas
25. Celulosa
26, Ducilo
27+ Loma Negra
28, Firestone
29, Pirelli

3G, Mercedes Benz

_Activity Sales Qwnership
Transport 24, 019  Public
‘Tyres 24, 0C0 Foreign
Shoes with - ‘

hemp soles ‘23 544 Local private
‘(alpargatas)
Transport.- 22177 Fublic |
Paper 21 819  Local Private
Chemicals 19 500 Foreign
‘Cement, 19 438 Local Private
Tjres 18 0CO Foreign
Rubber 17.791 Foreign
Motor vehicles 17 780 Foreign

Source: For public enterprises, ECLA, on the basis of official. statisties;
for private national and foreign enterprises, Mercado, 23 July 1970,

+ 1 45.

/Table 3
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Table 3

BRAZIL: THE THIRTY LARGEST CORFORATIONS, ACCORDING TO THEIR
LIGUID MET WORTH, 1969

(Thousands of new cruzeiros)

: - Liquid net .
Enterprise . Activity worth Ownership
1, Centrais CTletricas de Sao Paulo Electricity 3 530 845 Public
2, Petroleo Brasileiro - FETROBRAS Petroleum 2 692 649 Public
3. Light - Servigos de Lletricidade Electricity 1 954 263 Foreign
L. Companhia Telefénica Brasileira Communications 1 04O 954 Public
5. Companhia Siderfirgica Nacional Steel _ 742 094 Public
6. Central Tlétrica de Furnas Electricity 680 549 Publie
7. Companhia Vale do Rio Doce Mining 679 826 Public
8. S.A. Industrias Reunidas ‘ )
F. Matarazzo Mamufacturing 635 161 Local private
9« Centrais Tlétricas . de Minas
. Gerais Electricity " 50C 284 Public
10, Companhia de Cigarros Souza Cruz Tobacco 495 992 Fareign
11, Companhis Hidro Elétrica do | -
: Sao Francisco ) Flectricity L84 909 Public
12, Companhia Paulista de Fof;a
e Luz Electricity 457 128 Public
13. Volkswagen do Brasil Motor vehicles 454 368 Foreign
14. Rhoda - Industrias Quimicas Chemicals and
e Texteis textiles . L4 100 Foreign
15, Companhia Estadual de Energia ’ '
Elétrica Electricity 408 470 Public
16. Usinas Siderirgicas de Minas
. Gerais J Steel 383 65C Public
17. Pirelli S.A. Companhia '
Industrial Bras, Rubber 335 782 Foreign
18, Companhia Geral de Motores
. do Brasil Motor vehicles 328 825 Foreign
19. S¢A., Industrias Votorantim Manufacturing 328 764 Local private
20. Mercedes Benz do Brasil Motor vehicles 188 791 Foreign

JTable 3 (Concl.)



E/GN-JZ/872

Page 18
ble oncle.)
Enterprise Activity Liquid net Ownership
worth
21. Companhia Paranaense de |
. BEnergfa Elétrica Electricity 283 753  PFublic

22, Companhia Cervejaria Brahma Beverages 252 644  Local private
23. Companhia Siderdrgica - .

Belgo-Mineira Steel 235 27 Foreign
2L, Companhia Agos Especiais : '

Itabira (Acesita) Steel 233 337  Semi-public
25, General Electric S.A. Electrical 226 330  Foreign

: products

26, Beso Brasileira de Petrdleo Petroleum 217 575  Foreign
27. Centrais Elétricas de Goils Electricity 204 023 Public
28, Construgoces e Com. Camargo - Construction 201 658  Tocal private -

Correa - and foreign
29. Companhia Antarotica Paulista Baverages 201 123  Local private
30, Refinaria e Explotacso de

Petrdleo Uniao 192 963  Foreign

Fetroleum

Source: Conjuntura Economica, vol. 24, No. 9, 1970,

/(b) Position
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(b} Position of public enterprises smong the major enterprises

As‘regafds size, large-scale public enterpricses are among those with
the most sales and capital iﬁ each country, In'Argentina and Brezil, in '
particular, the thirty largest enterprises are mainly public and foreign
enterprises. Tables 2 and 3 show that 43 per cent of the total sales of
the thirty largest industrial ard public service enterprises are accounted
for by public enterprises, 42 per cent by foreign firms and 15 per cent
by lecal private enterprises. In Brazil, 65 per cent of the liquid net worth
of the thirty largest corporations belonged to public enterprises, 28 to
foreign firms and 7 per cent to local private enterprises, In Argentina,
the activities of the m=jor public enterprises (nine out of the thirty
considered) cover petroleum.and gas (43 per cent of total sales), transport
(20 per cent), electricity (18 per cent), stesl (L1 per cent) and
communications (8 per cent)., In Brazil, on the other hard, the activities of
public enterprises with the highest liquid net worth (thirteen out of the
thirty considered) cover electricity (54 per cent), petroleum (22 per cent),
steel (9 per cent), communications (9 per cent) and mining (6 per cent).
In assessing the differences between Argentina and Brazil it must be borne
in mind that, owing to the kind of data available, different indicators were
used (volume of sales for Argentina and liquid net worth for Brazil),
(¢) Main sectors in which public enterprises operate

If the public enterprises existing in each country are examined, they
are seen to be of two types {see table 4)s In one group of countries -
Argentina and Colombia, for example ~ public enterprises are important in
certain sectors'relatéd to infrastructure (transport, communications and
electric power) and the supply of inputs (petroleum in both countries and
steel in Argentina). About half the sales of the enterprises considered'
~ excluding the steel companies - are accéunted for by the petroleum
enterprises. In contrast, there are few public enterprises engaged in
manufacturing: in Argentina sales of manufactures by &£l11 the enterprises
considered amount to only 3.8 per cent of total sales, and in Colombia to
2.2 per-tent., In pther countries, such as Mexlco and the Dominican
Republic, hbwever, there are a good many enterprises engaged in manufacturing,
in addition to those providing public services and basic inputs; in the
Dominican Republic they account for 30 per cent of totzl sales and in Mexico
for 28 per cent of the total capital of the public'enterprises studied. A
complete list of the enterprises considered is given in the appendix to this
chapter, tables 4 to G. A /Table.h
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Table U

L&TIN AMERICAs FARTIAL INVENTORY OF PUBLIC ENTERPRISES

Manufas- Elagtrie. Maritime

Ay Talesom~ Urben Rail- Othar -
Patroleum turing city trangport trans- muniga- Trade +trane- lining ways seators Total
part tions port
Argontine (1969) r
I - )
Number of enterprises : 2 ) 3 9 I 1 9 2 1 1 a 19
Numbar of persons epleoyed || L3 o025 é 359‘5/ 13 713‘-’/ 12 688 S 471 k2 353 - 3 9129/ 2 862 150 141 - 201 s'zufj
Capitel Mi.ll'lons 232 15@2/ LY ) ee ave LYY [T - oes aee ['TY) - 232 180"/
of p‘Iesos b
Sales . Milltons 267 73540 19 5685.4 3B 260.0-/ 35 205.4 24 0l9.0 %8 066,56 P 3 460,56 2 230.6 80 630.0 - 519 192.51'/
of fosos :
Parcentage of total sales [ 51,6 3e8 Tolt 6,8 '3 942 0.7 Oult 155 10,0
Bmzlly {1365) :
Humber of enterpriges l;. 2y 3 & 91-/ s 1 3 sas 1 sen g 30
Sales Mllions of 1 877.7 Ske3 122.6 145.3 ves 32,0 75 P 204,1 wee - 3 ©58,6
naw oruzeires
Percentage of total sales i 6lett 1.8 b0 11,3 1,0 0,2 67 100,86
Colombia (1958) ‘
Nugbar of enterprices [ 1 3 1 2 2 1 1 a 1 3 15
Mumber ef persons amplayad’f/ 3601 235'!5/ 112 3 569y 591 10 613 vas ase P 11 3B7y 646 of B Boy o
Sales ¥M1iions 1 3064 5648 1.3 35945 41,6 4514 ves ses see 3339 38.7-/ 2 589.6
of pesos
Parsantage of total sales s 5044 22 .1 13.2 T 1.6 17,4 12.% 1.5 10949
Chila ({1368} !
Humbew of enterprises 1 L 1 -4 1 1 2 1 1 o1 1 17
Numbar of persens smployesd 4 o ses 7 &0 "ew sos s sse ™ e 24 00 ese b2 26&9'/
Gapital Millinns of 1 600 [XT] 890 e ase 207.] e "o ane ate ans 1Y)
escudos .
.
Sales Millions of 82848 318.&-/ 276.8 k5,0 139.6 33.1 - 95.9‘-'/ L6,9 §36e7 332,0 6657 3 7589.1y
esoudos
Parcentage of total sales 2240 Be5 Falt 2,0 1.7 0.9 2.6 1.2 4.0 8.8 1.9 100,0

nz aded

28z N /a
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Table 4 {cont.)

Telecome

Urban

Afr
- - Ma; Rail- Other
Unit Potrolawm Stesl z‘:::: E:::;“ tr:.:::::t trans- mgdonw - - Frade trans-  Mining ways sestors Total
) port 4ions __port
Moxlos '
Number of enterprises [ z 26 3 o 2 0 é 1 ok I 2 L7
Numbor of persons smployed e es ven ane s woe ese vea sss ave 8o oos .us ans
. b
Capital ¥1lsons of zsa.e-‘:/ 760,0 1 202.75'/- 1 000,6 se 128.»7‘, ous 688.7:/ ves 127:0 190-15/ .0 4 235»‘5—/
pesoa
Payu (19656) -
Nusbor of enterprises 1 1 5 0 2 1 /] 1 [+] 0 i 2 L
Nuzmber ¢f persons anployedl'—‘/ . 3 208 1 451 7 hag P e P cns ves ane asn s [ 10 GB-L“"’Q"_‘
Deminiean Hepubile (1967)
Number of enterprises 1 0 y 1 0 1 0 iz, ., e z Q 2 L¢
Huzber of ferseng 9“1’103'9‘2/ e ave 3 157E/ . s ave 282 e 319@ weo 21"63_3/ snn Bal;—r/ L 7261’/
Capital Thouzands 3 8C040 .ve 52 6124 37 000.0 s 830,0 wee 12 B6O, sea - 21 060.3 wss 141 000,0 267 96.297@‘
of pesos )
11 . 11
Saler/ Thougands (T sun li'? 056-9W 20 1’3-7 YY) 2 lm‘oa ane 6 "Oﬁuzy (T2 769-921 L1 8o 69295 157‘26506_/
, of poesos
Porosntage of total sales 299 12,8 1.4 4,1 0.5 51.3 100.8
Yenszuela (1366)
Number of enterprises 1 i 6 .. a 9 2 3 b « 1 2 0 23
Capital Milltens of 483,651 ox7,8 wo 1w 72,82 soey beo.o 557 e o 5706 wes 6 w112’
balfvarcs .
: o
Sales Miliiens of 17%:1 "I'wll 185.19? 2723 1320#187.5 ﬁ?.ﬂwﬂja—a/ ) vee 2!'193/ LYY 1 67105"/
boltvares
Porventage of total sales’ 10,7 25,0 1,1 16.3 61 1l.2 172 2.2 0.1 100,0
Source:r As fop Tables 4 t0 G in Appendix; for Feru, Instituts Faoional de Planificasidn, Plan de Desarrello Econfmioo Scoial, E3967-1970,
s/  Three enterprises enly. Inaluds 1 1
B/ Wator and electrls pover onlye :74 naluding petroleum and chemjoals.
i/ ALl 4rensport sestors,
of  Buenes Alres underground railvay only. 1/ Plgures for 1370
4/  Fourteen enterprisss only. - '
Colamb, enly,
gj Capital of Yasimientom Fetrolf{feras Fisealss only, E‘; :::::: de ;w:,::: :: :::::::8“::;3“““ *
1f_/ Stxteen onterprises onlye z/  Flgure fer 1963 ’ B
& Cualy some Poderal Covemnment entespriscs, 8/ -

Eleven enterprises oniys

Tz 9F%g

zha/ernn/e
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Table 4 {Conol,)

BRI Wil e RE

|
|
|

\
Exoluding Cerporacidn Autfnoms Hsgiopal del Quindfo,
Thirteen enterprices only, . .
Four entarprises onlys . |
Mll%ens of dollarse. - :
Sales plus return en lnveshmnt.
Exoluding Patnquimica mu.lena., Seke
S04 onlye - )
Diesel Nsahml S.A. m.hr.
Twenty~five enterprises onlye .
Compafifa de lux y Puerzn del Centro S.A. mﬂar.-
Ho data available for the Comisifn Pederal de meatr:laulad.
heponaves de ixleo S.i. only.
Five onterprises only, - :
Two enterprises onlys o
Porty-four entorprises ontlys.: . -~ . .

BEREEEEEEERRERE

Pigures far 1964,

Six entarpusau’ only.

Selt end gypsum only.

Oonev roio Algodonero onlys
Registered saplital,
Rerty-fiva enterprises onlys
Pigures for 1966

Fifteon emterprises only.
Seven enterprises only.
Twanty~geven enterprises cnlys
State sapital,

Pive snterprisea onlyj tws have some State capital,
Ningteon enterprises: only,
Figure for 1967,

Institute Autfoome de Adminlstraoidn de 100 Forrooarriles del Batado onlys

2e odeg

2l /ZT /%



E/CN.12/872
Page 23

II. THE STATE ENTERPRISES AS AGENTS OF A DEVELOFMENT POLICY

Some data have just been given on the importance of State enterprises in
Latin America, It will now be of interest to evaluate their role as agents
of development policy, to which endlsome'economic and management problems will
be reviewed.

1, Economic aspects

{a) Extent of the influence of public enterprises compared with other agentg
of development policy :

The preparation and application of an economic policy calls for the

use of suitable instruments for its implementation. But from the point of

view of the State it is not enough to determine the suitability of those
instruments in theory; their real work ability must also be established.

In other words, two things are being discussed: the principles which underlie
action in the public and private sectors and the State's practical possibilities
of making its decisions effective.

In particular, there may be a clash of interests between the public
sector and some or all of the private entrepreneurs (an obvious example of
this is price control). On the other hand, the public sector, by definition,
follows goverrment directives; and if, at times, it does not carry out
goverment policy to the letter, this is not due to a conflict of interests
or a divergence of objectives, but to practical circumstances such as a rigid
organizational structure or inadequate resources. Thus, when there is no
direct control of the private sector, an attempt is made to see that its
interests coincide with those of the public'sector (for instance, through
better returns on the type of investment to which the government assigns
priority).

However, when the State exercises its decision-making power directly,
its influence declines the further the field of action lies from the decision-
making centres This might be represented by a series of concentric circles
spreading out from the centre of power, In the centre is the central
goverﬁment, which is responsible exclusively to the national authorities
for the aétion it takes, specially experditure; next come the local

/authorities and



E/CN.12/872
Page 24

authoritles and the decentralized agencies, and in the thlrd circle, the
State enterprises, The State acts directly in &ll three areas, the only
difference being in the relative simplicity or complexity of the legal and
administrative machinery throigh which it transmits directions or orders,
Qutside these three circles of difect control there are areas of influence,
which include credit and foreign trade policies, (particularly regarding
dmports and exchange rates), action in respect of prices, wages and salaries,
and investment outside the public sectors Even further oﬁt lies the sphere
of the indirect influence exerted by institutions and by financial, credit
and development policy,

Thus, in order to determine the current and possible future role of the
State, it would be necessary to evaluate the importance of each of the
instrumsﬁis nmentioned above in the economy as a whole and the degree of
influence exerted by the State on the decision-making centres. But this is
not & one-way relationship; the governmentts capacity to make efficient use
of the nolicy instruments aveilable to it mmst also be considered. For example,
in the case of public enterprises, it is not uncommon for the operations of
State enterprises to be unrelated, restricted to patterns of private
enterprise and unconnected with an over-all development policy.

Now that the State enterprises can be seen in this conteﬁt, an analysis
will be made of their role in the formation of capital for investmént, their
influence on technological policy and on the establishment or expansion of
capital gocds industries, their contribution to supply, ard their role in
maintaining market stability.

(b) The formation of capital for investment

To analyse the influence of publie enterprises on the formation of
investment capital, it may be useful to examine the financisl results of
their activities in different countries, and then to point out some of the
reasons for this situation, especially for what has happened in respect both
of the relative price and tariff levels, and of wages and salaries and
investment,

/(i) Financial
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(i) Finencial results of the activities cf wublic_enterprises. In order

to obtain a rough idea of the finsncial results of the cctivities of the
major mublic enternrises of four countries which date are aveileble, two
indicators have been used: the operating surplus or deficit in terms of
earnings from sales or servipes, and where there is an over=-all surplﬁé-on
the proﬁortion of capital exnenditure covered by the surnlus. Subsidies
and other current'tfansfers have been deducted fram current income

as they distort the real finéncial results of operating the enterprise.
Moreover, as these data only apply to one year, they should not be taken as
anything more than a rough indication of the true financial situation, which
in any case does not necessarily reflect the enteroriset!s effiency since

a deficit may simply be the result of a govermment prices policy.

An analysis of these indicators leads to some conclusions that are
applicable to all the enterprises considered, and to others that are applicable
to only some of the countries, Taking the universe of enterprises considered
in each country, the operating surplus is seen to represent 14 and 9 per
cent of earnings in Argentina and Chile respectively, while in Colombia
it is as high as 32 per cent, and Brazil shows a deficit. Not one of these
countries, however, had a large enough over-all surplus to cover fixed
investments in Argentina it financed slightly less than half, in Colombia
40O per cent and in Chile 34 per cent, VWhen compared with total capital
expenditure, the figures are naturally lower and stand at-aroﬁﬁd a third
for Argentina and Colombia and only 9 per cent for Chile (not including
steel, for lack of information).

Taking each country and enterprise separately, it csn be seen that
a single entepprise ih Argentina, Ferrocarriles Argentinos, was'responsibie
for 86 per cent of the total operating deficit of eight enterprises,
Yacimientos Carboniferos Fiscales for a further 9 per cent, and others,
mainly transport companies, for the remainder, In absolute terms, the
biggest operating surpluses come from YPF, the Empresa Nacional de
Telecomunicaciones, Agua y Energfa Eléctrica and the Sociedad Mixta
Siderdrgica Argentina, In only two cases, however, Transportes de Buenos
Aires and the AdministraciSn General de Puertos were the over-all surnluses

large enough to cover capital expeﬁditure,(see table)e
[Table 5
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Table 5

' ARGENTINA: INDICATORS FOR SELECTED PUBLIC ENTERPRISES
BY SECTOR, 1969 |

(Percentages)

' ' Tages and
Operating surplus eges

Salarieg
. _ Capital Current
Barnings  expenditure expenditure
Manufacturing : '
Industrias Mecdnicas del Estado - =0,2 negative 18,6
Talleres de Reparaciones Navales ~11,6 negative 66,2
Astilleros y Fébricas Navales del '
Estado 3,0 39.8 43.3
Direccidén Nacional de Industrias '
del. Eztado 9oz§ 27.2 3‘#0?
Sociedad Mixta Sidermirgica ' '
Argentina (SOMISA) 17.3 51,4 .os
Mining
Yacimientos Fetroliferos Fiscales 30,7 8l.h 2545
Gas del Estado 1L.6 26.9 22,3
Yacimientos Carbonfferos Fiscales =150,6 negative: 40,8
ransport and imilated secto .
BEmpresa Lineas Maritimas Argentinas ~0.5 negative 3L.8
Emprese Flota Fluvial del Estado ' :

Argentine -21,1 negative 547
Administracidén General de Puertos 26.3 135.0 70,6
Transportes de Buenos Aires 29,5 L462,8 27,6
Empresa de Ferrocarriles Argentinos -i1,7 negative 723
Subterrdrneo de Bueros Aires ~he9 negative Tho s
Aerclineas Argentinas -l.1 negative 33.2
Empreza Nacional de Comunicaciones 72,1 73.2

Agua y Energi'a Eléctrica 347 L3.3 . 49,7

Source: See apperdix to Part One, table A.

/As regards



E/CN.12/872
Page 27

As regerds the Brazilian enternrises, which are grouped according to
sector, the largest operating deficits were found in transpori and,
communications and the biggest surnpluses in chemieal and netroleum, mining
energy and steel. Nonetheless, it is precisely in energy and steel that the
over-all surplus covers least of the cagpital axpeﬁditure, owing to the high
level of investment involved (see table 6),

In Colombia, Ferrocarriles Nacionales accounted for 84 per cent of the
combined deficit of five enterprises, the remainder deriving from the
Instituto Colombiano de Energia Eléctrica, which constructs generating plants
and carries out studies on electrification, the Empresa Colombiana de
Aerddromos, the Cofporacién de la Industria Aeroniutica and the Compaiiia
Nacional de Mavegacién in descending order. Apart from the Imstituto de
Mercado Agropecuario, vhose operating costs do not include a single iten
that is large enough to explein the huge esrnings which account for its
lerye surplus, the biggest operating surpluses care from the Impresa Colombiana
de Petréleo, the Empresa Nacional de Telecommicaciones and the BEmoresa de
Puertos de Colombia. Only two enterprises, however, the Bupresa Colombiana de
Productos Veterinarios and the Industris de Concreto (INCO) Ltda,., had an
over~-all surplus that was more than enough to cover their canital expenditure
(see table 7).

As to Chile, nine of the fifteen enterprises considered showed an
operating deficit: of the total deficit, 60 per cent was accounted for by
the Ferrocsrriles del Estado, 16 per cent by the Empresa de Comercio
Agricola, 8 per cent by the Rapresz de Transportes Colectivos and 6 per cent
by the Empresa Portuaria, the five remaining enterprises malking up the rest,

The enterprises with the highest operating surrluses include the
Empresa Nacional del Petréleo (ENAP), the Compafifa de Acerc del Pacifico
and the Empresa Nacionel de Flectricidad (ENDESL), but only ENAP and the
Empresa de Agua Potable had big enough over-all surplus to cover capital -
expenditure., There are only fragmentary deta availeble on the capital
expenditure of the Compafifa de Acero del Pacifico (see table 8),

_ Taking the enternrises according to type, it can be seen thet, as a
general rule, the operating over-all surpluses are not large enough to cover
capital expenditure, even in the case of the most profitable of them - the

petroleum enterprises., Arert from Chile's ENAP, vhose earnings in 1968 more than

' [/Table 6
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Table &
BRAZIL: INDICATORS FOR SELECTED FUBLIC ENTERPRISES,
BY SECTOR :
{Percentages)
Operating surplus Wages and
salaries
Sector Year . Capital Current
Eamings expenditure , expenditure
Mining 1960 26,5 62.8 33.3
| 1965 L7.7 166.2 39.6
Steel 1960 18,0 4.7 17,2
| . 1965 1.2 91 28,0
Chemicals and petroleum 1960 16.4 37.2 11.0
) 1965 7.6 60.8 11.9
Manufacturing etec, 1960 -18.5 _ neg. 31.3
o 1965 —170 7 . negs ) 39.1
Electric energy 1960 50,0 0.4 , 33.3
: 1965 42,9 12,3 Baly
- Transport 1960 -117,0 neg, 51.7
1965 ~119.5 © neg. 55.3
Communications 1960 «358.3 vos 69.1
1965 "'262.2 . [ X N 9503
Supply 1960 aes [N N ] [ NN ]
1965 16,0 &/ _ 50,8

Source: See appendix to Part One, table B,
g/ Total capital expenditure was negative because of changes in stocks.

/Table 7
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Table 7
cofoMBIA: INDICATORS FOR SEIECT PUBLIC
ENTERPRISES, 1968
(Percentageﬁ)
L3 Wages and
Operating surplus Salaries
. Capital Current
Earnings  gependiture expenditure
Manufacturing - .
Empresa Golombiana de Productos ' - | K
Veterinarios Bl 55.4 62,8
Cementos Boyaci S.4. L hel . eas 28,2
Industria de Concreto "INCOM 13,2 343.6 32.9
Ltda. ) _ '
Bupresa Colombiana de Petroleo 18,9 - L2.4 20,8
nsport cati , ‘ .
Compaiifa Nacional de Navegacidn -3,1 aer 3t
Empresa -Puertos de Colombia 2ha3 5648 89.6
Corporacidn Industria ~60,5 neg. - 51.8
Aerondutica : ) ‘
Empresa Colombiana de Aerddromo - 6.9 neg.- 773
Ferrocarriles Nacionales -19,9 neg. 69.6
Empresa Nacional de 32.2 128.5 7.2
Telecomunicaciones
Instituto Colombiano de Energfa =660.8 neg. 60.8
Eléctrica
Instituto de Mercadeo
Agropecuario 89.1 69.4

77.2

Source: See appendix to Part One, table D,

/Table 8
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Table 8

CHIIE: INDICATORS FOR SELECTED FUDLIC ENTERPRISES, 1968

(Percentages)

Operating surplus Waie;;i:nd
Barni Capital Current
arnings  expenditure expenditure

Transport and communications '

Empresa Portuaria (EMPREPORT) ~25.1 neg. 77.8

Empresa Mar{ftima del Estado (EMPREMAR)  -59,0 nege 38.7

Linea Aérea Nacional (LAN) ~7.6 neg. 3hely

Ferrocarriles del Estado -90.9 neg. 69.0

Empresa Transportes Colectivos T neg. 6043

Enpresa Nacional de Telecomunicaciones 3.7 24,0 40.9
Industry _

Industria Azucarera Nacional (IANSA) ~1,3 neg. 13.8

Astilleros Marftimos (ASMAR) -10,1 neg. 797

Fibrica de Material del Ejército (FAMAE) -21.4 nege. 50,4

Compafifa Acero del Pacifico (CAP) 22.8 oo see
Mining

Empresa Nacional de Minerfa (ENAMI) 9.2 30,9 14,1
Energy and fuels .

Empresa Nacional de Electricidad (ENDESA) 36,6 26,2 33.2

Empresa Nacional del Petrdleo (ENAP) 7.9 155.3 19,9
Trade

Empresa de Comercio Agricola (ECA) =784 neg. 17,5
Services '

Empresa de Aguz Potable 48,1 126,0 67.5

Source: See appendix to Part One, table E.
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covered its fixed investment and exceeded its capital expenditure by 55 per
cent, the petroleum companies considered managed to'cpver'only between
40 per cent (Empresa Colombiana de Petroleo) ard 80 per cent (YPF Argentina)
of their capital expenditure from their own resources, Of the electrical
- enterprises, Argentina's Agua y Energfa Eléctrica financed slightly more
than 4O per cent of its capital'expenditure'in 1968, whereas two semi-
public state enterprises in Brazil covered, on an average, only 10 per cent
of theirs, and ENDESA, in Chile, 26 pef cent. The financial situation seems
to be rather more alarming in the iron amd steel sector, where a study carried
out in 1964 by the Latin American Iron and Steel Institute (Instituto
Latinoamericano del Fierro y del Acero - ILAFA) showed that, in twenty-two
public and private enterprises, reinvested earnings covered a mere L6 per
éentdof total investment, Finélly) all the railway companies considered
showed current operating deficits. | ' |

Looking at the situation of each country separately, it may be
concluded that the operation of public enterprises does not, in the long run,
generate any appreciable share of investment resoﬁrces; as has already
been pointed out, the nperating surplus was 9 and 14 per cent of earnings
in Chile and Argentina, 32 per cent in Colombia, while Brazil showed a
deficit - and, in the three countries that show a surplus, this covered
only between a third and half of the enterprises! own fixed investments
The figures by type of activity, however, show that petroleum and electric
energy enterprises financed quite a substantial percentage of their investment,

(i1} Price and rate policy. For an appraisal of ‘the results from a
different standpoint, it is useful to examine how far they have been affected

by receipts and eypenditure, or, in other words, what price and rate policies

heve been applied, on the one hand, and vhat wage and investment policies on
the other, )

Generally speaking, the price and rate policy of a public enterprise
is devised according to the function assigned to it at a given time. Thus,
one school of thought holds that; in-descending order of requirements, such
enterprises should either produce a surplus, cover their eapital expenditure
or just show no operating deficit; anothef holds the view that,'for social,
politicdl or economic development reasons, it is pefmissible for them to
operate at a loss, These ideas may relate either to all or to certain

./groupé of ,‘
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groups of public enterprises. A brief description of the trends in the
real rates of certain enterprises over the last few years is given belcm;é

Except in a few cases, railway rates, measured by average receipts
per transport unit, declined in real terms between 1960 and 1968, In
passenger transport, they dropped 10 per cent in Mexico, 20 to 30 per cent
in Chile and Peru, and as much as 45 per cent in Uruguay. On the other
hand, they improved somewhat in Argentina and Colombia, and remained at
gbout the same level in Brazil, Freight rates plummeted in all countries
except Colombia, where there was no change in real terms.

 The average prices for electric power charged by the two Argentine
enterprises considered fell by about 10 per cent. That of the Comisidn
Federal de Electricidad de México rose 17 per cent, as a result of changes
in the composition of sales by certain'groups of users. The average sales
price of the main Peruvian enterprise, which is privately-owned, declined
20 per cent, while in Venezuela the State~owned enterprise CADAFE recorded
a very slight reduction and the most important private enterprise a drop
of 17 per cent. Average prices of the Compafifa Panamefia de Fuerza y Luz
dropped by about 30 per cent over the same period., Only in the case of
Chile and some Brazilian enterprises were there real increases in average
sales prices,

For steel enterprises, the prices considered were those quoted on the
principal market of each country, according to the data published by the
Latin American Iron and Steel Institute in Anuario Estadfstico, 1969. From
1965 to 1969, real prices of steel products in Buenos Aires decreased by

proportions ranging from 20 per cent for round bars and zinc-plated rolled
products to 36 per cent for angles and flat bars, In Sao Paulo, prices of
rolled products fell by about 9 per cent over the same period, but those
of all other steel products rose by approximately 5 per cent. The drop in
prices in Mexico City ranged from 4./ per cent for rolled products to

17.5 per cent for wire rod, except in the case of bars for construction
purposes, which showed -a slight increase, In contrast, Santiago, Chile,
recorded a general rise in steel pricese

é/ Consumer prices in each country were used as the deflator,

/From a



E/CN.J2/872
Page 33

From a different stand»oint, it is interesting to note the trend
shown by rates under inflationary conditions. It would seem that the
general aim is tosprevent increases in rates from contributing to the
wages-prices spiral, or to keep dowm the rates for basic services, so that
they usually rise more slowly than the over-all orice index. DBut this has
a backlash effect in reducing real income and adversely affecting operating
results. . |

(1ii) Wages and salaries. For want of information on the particular
sitvation of each enterprise and on national wage nolicies, a wages to

- curvent expenditure ratio was established for the main enterprises in
selected countries (see tables 5, 6, 7 and 8)s One of the general
characteristics that stands out most clearly from these tables is the smadd-
share of expenditure accounted for by wages and salaries in petroleun
enterprises, the high proportion in railway companies, and the extent
to which the ratio varies in electric power enterprises.

- {iv) Iwestment. Public enterprises account for a large share of
public investment and, therefore, of total investment (see table 1). They
nlay a particularly important role in some sectors such as‘petroleum,
railways and electric power. For example, the State petroleum enterprises
in Brazil, Argentina and Hexico absorbed 3.8, 4.4 and 8.2 per cent of total
fiXed investment, respectively, in the years 1968-1969. As a rule, this
investnent is not made regnlarly every year, since by its very nature it is
bound to be sporadic, i.e., whenever any of the existing activities are
expanded or new actifities started. Investment of this ¥ind has important
economic effects. First of all, as has been shown above and is analysed in
greater detail in sdetton III, they play a decisive role in certain key
sectors of the economy, whose installed capacity is based essentially on
investnent by public enterprises, l!loreover, in addition to current expenditure,
it represents considerable »urchasing nower, which, if properly co-ordinated,
could have a decisive effect either on imports or on domestic industry.

This is paréicularly significaﬁt in the case of capital goods. The purchases
made, for example, by transport (particularly railway and shipping),

/petroleum, electricity
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petroleum, electricity, and steel enterprises are large enough to stimulate
the operation of a domestic¢ industry for the production of certain goods.
In fact, there are two alternatives: either the goods are imported, which
may mean quicker delivery and easier foreign financing terms, or steps
are taken to promote a domestic industry, with all the multiplier effects
that this involves. |

Same of the policies adopted may be mentioned in this comnexion
In Brazil, the machinery requirements of FETROBRAS reactivated the companies
producing petroleum equipment and led to the merging and reorganization
of private enterprises; and the orders of State-owned shipping enterprises
- particulérly Lloyd Bresileiro - helped to promote the activities of
Brazilian shipyards to a point where, early in 1969, fifty ships were
under construction with a total deadwaight tonnage of ABh,OOO.z- In
Argentina, demand from the State railways was of key importance in
promoting the domestic production of railway equipment by privite firms,
To sum up, although the solutions to be adopted should be evaluated within
the context of an over-all plan, it should be noted that co-ordinated '
purchasing by public enterprises could multiply the effects of the decisions
adopted, : '
(¢) Technological policy

A technological pslicy covers technological research and the adaptation
and choice of techniques. One of the salient features of Latin American
technological pelicy is the absence of any consistent thinking or action.
This general observatien also embraces public enterprises - and yet, they
are particularly fitted to do research and adapt techniques, In the first
place, they are among the largest enterprises, sometimes operating on an
international scales It is a well-known fact that considerable economies
of scale can be achieved in this field, and that it is not until enterprises
have attained a certain size that they can do original research or study
adaptations of know-how with any degree of independence or hope of success,
Moreover, since these enterprises do not necessarily have to make profits,
they can undertake activities which are of greater benefit to the community
than to individuals, In particular, the fact that other enterprises may

v See ECLA, Economic Survey of Latin America, 1969, Part Three, chapter III,
' /take advantage
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‘take advantage of the innovations they develop does not hamper progress
but}“on the contrary, helps towards raising the level of technology. This is
the obposite approach to that adopted by private enterprises, which try
to keep for themselves the benefits of every technical improvement they
introduce, Furthermore, public enterprises are usually in strategiclor
dominant positions within the economy and thus have a catalyzing effect
on allied activities, For all these reasons, public enterprises could
well constitute a key instrument in implementing technological policy,
provided that the appropriate standards and priorities were established.
The research can bedcarried out by the enterprise concerned or by
a specialized research organization, which may sometimes be another public
enterprise, To illustrate this point, it is useful to consider Ghile's
experisrice, Research has been undertaken on behalf of different sectors
of activity for many years now. For example, CORFO carried out experiments
for its mining enterprises; they consisted in treating copper ore oxides
by flotation and dry sulphurization, thus making it possible to exploit
mixed copper ore or copper found in dry areas with a considerable saving
on sulphuric acid and scrap iron. The Industria Azucarera Nacional, S.A.
investigated the uses that could be made of the by~products of its alcohol
distilleries, with a view to obtaining a synthesis of different types of
yeast that would provide products with a high protein content, The Empresa
Nacional de Semillas carried out experiments in plant-breeding and many
other enterprises did research in different fields according to their needs.
Without prejudice to these activities, the Chilean technological institute
was established in 1969 as a subsidiary of CORFQ, to operate as a
technological pocl, mainly under research contract with the interested
enterprises. Under this system the Institute operates as if it were
temporarily the research department of the enterprise concerned, In
providing this service, the Institute has the advantage of having at its
disposal maltidisciplinary groups of specialists and instruments and
equipment costing a great deal to pﬁrchase and maintain, which can be easily
moved to wherever they are required. It is at present doing research for
certain State enterprises in the fields of electronics, engineering,
chemicals, mining, food, plastics, metallurgy, inorganic chemistry and
mechanical engineering.

/Certain variations
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Certain variations of the methods that have been triedout by public
enterprises in Chile are found in other countries, the main difference
being that the agency responsible for centralizing the research is not a
legally established enterprise but a decentralized govermment agency. A
case in point is the National Institute for Agricultural Technology
(Instituto Nacional de Tecnologia Agrbpecuaria) in Argentina, which was
set up in 1956, whose research, among other improvements, led to a
. substantial increase in maize and wheat yieldé and a revolution in potato
growing. It also carried out special research projects which were useful
to the publie enterprises,

From a different standpoint, State enterpriées are subjected to
Mtechnological pressure® from ocutside, owing to advances in foreign know-how,
This is very dear ~ even brutally so — when State enterprises are competing
in the international market, for instance, when Latin American national
airlines flying to Burope and the United States have to keep on changing
their equipment, although the discards are perfectly serviceable and
adequate for their needs.

(d) Share of public enterprises in supply

The share of public enmterprises in the supply of gocds and services
is highly unequal and varies according to the activities concerned, It is
considerable in the case of public utilities, such as electricity supply

and railway transport, in most of the Latin American countries, State
shipping companies have less of a monopoly than railway enterprises, possibly
becaguse they do not have to face competition from other forms of. transport.
Nationally-owned airlines carry about 45 per cent of the total passenger
traffic and 40 per cent of the freight, In some countries, State-owned
petroleum and steel enterprises cohtribute'a significant proportion of
total supply. The fact that they provide essential inputs is of great
jmportance in the implementation of economic policy. On the other hand,
public enterprises play scarcely any part in other industrial and
commercial activitiese.

' g /(e) Role
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{¢) Role in regulating the market,
Measures to regulate the market mainly affect supply and prices. In

both these respects, they lie outside the sphere of compstence of the great
majority of ‘the public enterprises considered, which are mainly concerned -
with infrastructure or activities in which conditions -~ particularly prices -
are not determined by the free rilay of market forces but by the decisions
of - or agreements between the large enterprises — or by administrative
decisions (especially in the establishment of rates), Public enterprises
engaged in manufacturing rarely exercise enocugh control to regulate the
market. On the other hand, State enterprises carry more weight in the
marketing of foodstuffs., The activities of Chile's Agricultural Marketing
Enterprise (Empresa de Comersio Agricola ~ ECA), which was established in
its present form in 1960, are a good example of this. Its function is to
ensure a steady supply of agricultural products and, to that end, to adopt
the necessary measures to rationalize the marketing system. In order to
regulate supply, it purchases the right quality of whatever products are
needed on the domestic or external market, stores them in its own cold-storage
plantg, silos and warchouses, and puts them on the market at the right moment
and at a reasonable price when private sources cannot cope with demand. The
products usually imported are beef (chilled or frozen, or on the hoof),
.pork and poultry, powdered milk, butter oil, butter, cheese, wheat, maize,
rice and potatoes, purchases of which amounted to about 64 million dollars
in 1967, Another of ECA's functions is to buy products from producers for
which they cannot find an outlet -~ especially seasonal crop surpluses —
offering compensatory support prices, Lastly, BCA is endeavouring to
rationalize the marketing process; it has orgenized many preducers?
co-operatives for this purposees

The wine industry in Argentina provides ancther example of market
regulation by a State enterprises The largest wine vaults ~ the Giol
vaults in Mendoza - are owned by the provincial government, and in 1967
it was compelled to purchase 2.5 million quintals of grapes te prevent &
slump owing to over-productions This cost 300 million pesos, which
represented a loss in the 1967-~1968 financial year.

/2. Management
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2. Management problems

(a) Integration in the public sector |
The State bodies which carry on cemmercial and industrial activities

and which, in that capacity, are called State enterprises, may have the
legal form of firms managed directly by the State, Public enterprises amd
corporations, and mixed or semi-public companies in which the State has
shares,

State~run firms have no legal personality of their own; they are
State-owned and directly responsible to the central government. Public
enterprises are entirely State-owned but have their own legal personality
and are subject to public or private law, according to their funetion.
Public corporations are organized in a legal form which mskes them subject
to private law; they are limited companies in which the State is the omnly
share-holder, Iastly, semi-public companies are those in which the State
and private persons ha#e shares: the& normally take the.form of joint=stock
companiesse ‘ _ ,

These different kinds of enterprise presuppose different types of
management or State control and, hence, of integration in the publie
sector. In the first case, that of State-run firms, there is the normal
hierarchy that prevails in any public administration, Public enterprises
may be responsible to a ministry or a parent body, which is usually
responsible for appointing managerial staff and laying down policy guidelines,
In publie corporations, on the other hand, management or control is exercised
from within the company, through the normal decision-making machinery,
subject to private law; however, as the State is the 6nly ghare~holder,
the managerial staff are appointed by decree or administrastive decision.
This is also the case for semi-public companies, where, according to the
extent of State participation, government officials operate the company
or have a minority voice in decision-making. It is common in such cases
for the chief govermment representative to have the right of veto. The
government can give itself even greater freedom of action by creating
different types of shares, reserving certain privileges for those which
it ownse

/In the
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In the cases oonéidered, each enterprise or, from a wider angle, each
group of enterprises, is under separate management. Various methods have been
used to operate a group of enterprises jointly. (ne consists in_administrative
co-ordination, which may range in form from machinery for censultetion to
the setting up of a ministry to control the State enterprises. Another
method consists in the creation of a holding company, which purchases
shares: in the firms that it wishes to manage or supervise, The State
body that administers this holding’ company may be a government department
or another holding company. The best known case of a holding company
which holds other holding companies is the Instituto per la Riconstruzione
Industriale (IRI) in Italy, which holds shares in eénterprises in certain
industrial sectors and at the same time is responsible to the ministry
dealing with State participation in enterprises&g |

Mnre recently, the need to make better use of their resources for the
purpose of maximum expansion has led some of the more powerful enterprises
to form conglomerates.' These group together widely different enterprises
under a common ownership, with centralized management and a pool of
financial, technological and human resources which is controlled by the

&/ IRI policy decisions are taken by the Council of Mimisters and are
carried out by its directors, who are appointed by the President of
the Republic, the Prime Minister and different administrative
departments, as the case may be, The managing director is nominated
by the Chairmen of the Board of Directors and is appointed by executive
decree,. The group of enterprises controlled by IRI operate through
a special organization in which control of each branch of activity
is exercised by a holding company (STET, telephones; Finmare, maritime
transport; Finsinder, steel; Finmeccanica, metal-transforming;
Fincantieri, shipbuilding; Finelettrica, electric energy). In addition,
an important group of enterprises are not controlled by these holding
companies, such as the banks, (Alitalia, Autostrade, Radiotelevisione
Italiana, ete,). Bach holding company holds shares in the companies
that operate in its sector; they appoint the senior staff and decide
on the policy orientation of subsidiaries in consultation with IRI,

At the same time, they have sole authority for decisions as to how -
the policies shall be implemented, To give an idea of the size of
these holding companies, it is enough to mention one of them, the
Societa Finanziera Siderdirgica (Finsider), 54.1 per cent of whose
capital is owned by IRI which produces 58 per cent of national steel
output, through twenty-seven enterprises, including Italsider, Dalmine,
Terni, Terninocss and Breda.

- /executive centre
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executive centre in accordance with an over-all plan. Thus, resources
are concentrated in one centre of power, which decides what new enterprises
should be set up or purchased, or what new technology is to be employed.
These conglomerates do not attempt a vertical grouping by sector or
branch of technology;'bﬁt are a horizontal grouping of the most diverse
enterprises, in which financing is the only common link,

An outstanding example of this type of conglomerate in the Latin
American context is the Chilean production development corporation,
CORFO, and its eighty~one subsidiaries that operate in the most diverse
fields (agriculture, fishing, wood pulp, mining, metal transforming, coal,
commnications, films and television, energy, electronics, petroleuﬁ,
petrochemicals, chemicals, construction, steel and metallurgy, tourism,
and multisectoral support organizations). As a rule, these enterprises
take the form of limited companies, in which CORFO holds scme or all of
the share capital and appoints a correspording number of the directors
(see table 9), CORFO has used several methods to make-these enterprises
adapt their policies to an over-all or, at least, sectoral approach. The
first method is through CORFO's annual contribution to the budget of each.
enterprise, since, when the level of this contribution is being considered,
the proposed prograrmes are discussed with the enterprise‘'s directors and
managers, In this way, although actual operations are decsntralized,
- CORFQ can influenée the objectives and the choice of instruments for
carrying out the plans, Another way in which CORFO can bring its
influence to bear is through the benefits and exemptions it grants,
which are of help to ihe enterpriéés but cannot be obtained without a
decision or the consent of CORFO; exsmples are guarantees for obtaining
external financing, and the granting of certain exemptions and internal
loans, Thus, the action of the govermment appointees on the Boards of
Directors of the enterprises is important, for they usually receive
instructions from CORFO about certain basic problems, This is particularly
80 in respect of policy on prices, wages, investment and loans. These
ralations, and permanent contact with the enterprises, are maintained
through the management of the CORFO subsidiaries, Lastly, it should be
pointed out that fundamental problems of policy and orientation are
discussed between the executive vice~president of CORFO and the executive
gstaff of the enterprises. |

/Table 9
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Table 9

CHILE: SUBSIDIARIES OF CORFQ, 1969

Aprioulture and ifvestosk

Agrioulture

Agrigultural industriea

Sarvioces

Markating

Research

Fisherdes

Fishing

Marketing

Research

Forestation, timber and wood pulp

Porestry

Soo.Agrfeols CORFO Lida, {SACOR) -
Empresa Haoional de Semillas 5.A.C.

So0s de Comstruociones y cpsraciones agropecusrica

S.As (SOCOAGRO)
Seos lLechera Naolonal Ltda, (SOLECHE}
Industria Azucarera Macional {IAKSA}

Serviois de equipos agrfoclas meca;lizadoa {SEAM)

Emprese Naslonal ds Frigor{ficos(ENAFRI}
VINEL

Institute de Investignolcnes agropssuarias

Empresa Pssquers ds Tarapacd S.i, (EPESA)
Cfa, Pesgquara Araugo S.hs

Papquera Iquiqus S.h.

Pesqueras Unidas Seh.

Pesquera Guansy® S.i.

Fagquera Indo S.A.

Sooe Pesquers Coleso Ssd.

Marae Chilsene S.h.I.Cs

500+ de Terminales Pagqueras ltda, {SOTEPE)}

Institute do Fowents Peasquars (IFOP)

S06e )lgrfcaia y Porestal iebu Litda,
Forestal Areuce Ltda,
Forestegidn Necional) S.A. (PORESTAMAC)

Autherized Fald-up

Share of oapital assets held by the government

oapltal onpital (persentages)
(M111ons of escudos 5/) CORFQ Other publie CORFO Total
subgidiaries badies goverrment .

sha:fe

1.6. 1.0 1.00 - 99.00 180,00
10,0 6.3 - 52429 YW7.71 100,80
10,0 B4 1419 .19 97,62 100,00
5.6 Sub - 50,00 50,00 100,00
200,00 13&.1 - - 9%.75 99.75

"N *re R *re L 3 1] aca (TN}
3.0 22 - 30.23 69,77 102,00
46 L6~ - 99,99 2,01 100,00

(1 2] LT 2] ane new [ LT ] LT )
24,8 24,8 - ~ 98,77 98677
30,0 20,9 - 26,24 79,76 163,00
19.3 1943 - - 339,00 49,00

*e0 [ 1 1) (31 ] aee [ XX * e
230 2249 - - 49,00 49,89
4,0 21,6 - - Lz 4 Lzsl
21,5 214 - 3%.77 39.77
Us 4.0 Us$ 1,5 - - 5,20 k5,00
L1 L] ‘oR 2] " d “ane R Tl

) " e [T X s L XY} ol d nes
1.0 8,5 - - 180,36 103,00
5e5 5e5 - - 9,50 9l 50
9.0 207 - - 1,87 14,87
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Teble 9 {Cent.l}

TMuwber

Pulp and paper

Ragearch inetitute

Mining of metals

Minas

Rezeerch
Conl mining

Conl mining cempenies

laminadora de Maderas S.A.

Imprognadora de Maderes S.4, (IMPREGHA)
Maderas ¥ Sintétisos S.4. (MASISA)
Foreatal Pilpileo S.A.

Bosques Industrias de la Madera S.d. (BIMA)

Soo, Celulosa de Construselifn 5.8. {CELCO)
Industria Celulosa Arauss S.d.

Industriss Forestales S.is (INFORSA)
Pepelers dol Pacffise S.he {PADELPA)

Instituto Forestal

Cfa, Minem Carolina de Miechille

Cfas Mnere Corre Negro S.A.

Cfs Miners Chaflaral y Taltal S.A. (CRATAL}
Cfa, Minera lag Chivam

Cloe Minora Lolos Ltde.

Cfa, Minara Tamayn S.A.

Cfa. Minera Aysen

Cf{e, Miners Malpd Ltda,

Eppresa Minera de Mantos Blanoos S.4.
Cin, Minera Angelite Ltda,

Institute de Investigaoelones GeolSglone
Instituto de Investigaoclongs Minerag

Cfs Corbsnffars Vistoria de lsbu
Cfa. Cerbenera Filpiloo
C{n, Carbonern de Colieo Sup S,2.

Authopized Pald-up Share of saplital asgets held by the government
capital sapital . {percentagea)
. Total
(lilltons of eacudos E/) CORFY Other publie CORFO guvernment
subpidiaries bodiss
ghare
3!2 203 ase ase LYl [ XX
1.0 1,9 - 17,26 76472 93.97
10,0 L.k - - 17,08 17.08
6.2 642 - - 77415 77:15
10,0 ses - - H1.49 41,49
4,0 4.2 - - 66925 €6,25
W$13.5 Us311,4 - - 62,453 62,40
24,0 2l,0 - - 49,98 49,908
15.6 18,5 - - 48,31 48,51
LY 2] L3 X whe S (XX} e
Us$l,0 Us$.2 - - 25,89 25463
8.0 4,8 26,13 63,87 10,00 100,00
0.6 0s6 - - 33,46 43,46
2,1 0.l 99,90 - 0.10 150,062
30 0o - ~ 33.33 33.33
2,0 1.5 - - 30,08 90.00
0.5 aee - - 100,00 1c0.00
0.2 0.2 - - 35,00 33.00
Us$3.3 Us$13.3 - - 5.73 5.73
ok o4 - - 51,00 51,00
asw Ll "y ase LX) Lyl
5.4 b.3 0.03 = 99.97 188,00
3.5 2.6 .85 - 95,15 100.08
1.6 1.6 0.06 - 99,94 100.00
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Table 9 {Cont,2}

Commingsations and brosdsapting -

Captunioationa

Films end telavision

Enorgy

Enterprices

Elestroniog

Enterprigss

Patroohemionls sy shomioals
Patroleun and petroleum

produsts

Basls erganic chemisals

Basto inorganic chemisals

Fertilizers

Cenatrugtten

Congtruotion mterials

‘Stusl

Steel

gatal trensfo

Authorized Pedd-up

Share of eapital assets held by the govermment

eapital sapital {persenteges)
- Total
; CUARPD Other publie

(MLX14ons of eseudos /) aubsidiaries bodies CORFO gov:;::.ent

Empresa Hasiorsl de Telecomuniomolanes Sua, (ENTEL) ' 253.0 207.1 0,10 0.22 96,76 99.98
Cfa de Teléfonos de Chila 5.4. 364.0 L | - - 2.93 2.93
Estudios Cinemateogrdficos ds Chile S5,4, "Chilc Pilpa S5.4." 0.1 0.l - - 85.63 85.63
Tolevisién Naolona) de Chile S.i. : 13.7 12.9 20.00 - 80.00 160,00
Empress Nacional de Eleotrioidad S.A., (ENDESA) 800.0 800,0 - - 96.03 96,03
Cfa. Chilena de Eleotrisidad (CHILECTRA) Us§22.0 s§22.0 - - 90.52 90.52
506, Gactéonica del Tatio S.h. 0.3 0.3 - - 51,00 51,00
R.C.h. S.A, Eleatrénioa 6.5 6.5 - - 3333 33.33
Empresa Elostrénica Nacional (ELECHA) 8.0 4.2 - - 100,60 160,00
Empress Nactanal de Petrfleo {EWAF) 1 600,0 1 600,0 - - 100.00 100.00
Potrequfmten Chilona S.A. . 100,0 52.4 49,75 - 50.25 100,00
nfuton Alquil S,4, (ALAUISA) 1.0 are 10,00 - 10.00 20,00
Sce. @ufmicn y Minem do Chile 5.4, A us$k0.0 U5§32.3 - - 3425 34.25
Pibrica de Acdido Sulfirloo S.d. 0.3 0.3 - - 95,60 95.60

Cfa, Sudamaricans de Fosfatos S.4. (GW) 15.0 15.0 s rres ses s
Soo. Chilens de Pertilizantes Ltda, (SOCHIF) 0.5 0.5 - 6.25 93.75 100.00
Vibroeret Seohs 1.0 0.8 - - 30.48 30,48

Flertos da Cemonto de intofagaste ae T was see Y are
Compafifs de dcerc dsl Peafftev (CaP}) S$100,0 U5$79.3 - 14,45 37.47 51,96
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Currently, CORFO is grouping the enterprises together -sccording to
activity, so that their action may be co-ordinated in each sector, under
a management that estzblishes general policy, but with each enterprise
maintaining its autonomy of operation. _

In short, it may be concluded that the legal forms of organizaticn
of public enterprises vary not only according to needs, but also according
to the mamner in which they were incorporated in the public sector and
State policy in this respects The adoption of measures that eliminate
or lessen the "insularity" of those enterprises and permit their
co~ordinated action, méy mean, depending on the policy of each individual
country, anything from an exchange of information and improved communications
between enterprises to unified management end the pooling of certain .
resources (for instance, financisl end technical resources and managerial
capacity)e A
(h) Some links with the private sector |

The links between enterprises in the publie and private séctors
depend essentially on the general enviromment in which they operate. However,
o take one particular aspect, it may be useful to specify certain attitudes
ard value judgements on the part of private entrepreneurs, which vary
according to the public activity they carry on, For instance, in the
creaticn of an infrastructure and provisién5of'public utilities, there
is normally complementarity between the public and the private enterprises,
since these are activities with a strong element of risk, which require
substantial investment with slow and unprofitable returns — which is why
the private sector is in favour of State action in this sphere.

However, when the State enterprises are competitors, particularly
in commerce and manufacturing, private entrepreneurs may consider this
an invasion of their territory. The wain canse for complaint is that the
two types of enterprise are not competing on the same footing, since the
State enterprises are not bound to make a profit. In other words, they
are fighting in the same ring, but one of the opponents is handicapped
by fear of a deficit and the other is not. Other objections are that

/the State
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the State enterprises normally have easy access to financing ard sometimes
that they get tax exemptions, In addition, the action of the State is
eriticised when it tries to attract rescurces through price or tariff

control, since this is a form of capitsal accumulationegf

(1), Ihe directors of public enterprises

Whether or not there is a class or group of entreprensurs in the

public sector who act as directors or managers for the State "producert 10
and whose behaviour is suppesed to differ from that of private entrepreneurs .
and civil servants is a very controversial question. In theory, the fact
that both public and private enterprises produce specific goods and services
using much the saise techniques obliges them to comply with certain
operational requirements, A steel works, a transport enterprise or an
electricity plant must produce in a certain way, which does not vary whether
they are controlled by public or by private interests. But the objectives
of the two types of enterprise may be very different. In the private
enterprise, the main goal is to expand the volume of sales and increase
profits., In the public enterprise, on the other hand, the motive force
is not proflt, but meeting certain standards outlined by the central
government, for instance, they must supply the rlght type of goods at
prices that are fixed, not necessarily by market requirements, but by
political decisions in many cases.

~Ancther point. of difference is vihere the managers come from: managers
of public enterprises are chosen by a governing group according to a
criterion similar to that used in appointing the heads of government
departments, i;e., for their technical skill and political suitabiiity.
But they may have been trained in the private or the public sector. In the
Tirst case they give particular attention to management efficiency, which

9/ In this connexion, see Ignacy Sachs, Patterns of public ssctor
underdeveloped economies (Bombay, Asia Publishing House, 196 s

gg/ _See Ricardo Cibotti and Enrique Sierra, El_gector piblico en ia

nggificgcjén del degar;gL;g, extos del Instituto Latinocamericano
ificacidn Beond Soci Fditorial 8iglec XXI, Mexico,

and. Editorial Universitarla S.A., Santiago, Chile, 1970),
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involves precise controls and well-defined tasks; the clearest and most
exact indicator of such efficiency is the amount of profit made, The
other case is that of managers trainsd in the public sector, generally
in the same enterprise,.whose interests they have at heart., They are not
generally concerned with financial management and the question of risk,
and they accept as a citerion for evaluation whether or not they have
carried out the plan, or expanded the enterprisae, or met the standards

of quality for the goods and services produced.

But perhaps the most outstanding point of contrast is the nature
of the power exercised by the two types of entrepreneur; on the one hand,
the power of the private entrepreneur is based on his freedom to do as
he likes with the profits he generates, vhich he may use for consumption
or investment -~ in the same or in other enterprises - at his discretion,
On the other hand, the director of a public enterprise cannct do as he
likes with the earnings of the enterprise, and his job-does not depend
on any possible losses, His power lies in the size of the staff at his
comnand, the importance of the goods he produces and the services he
provides; but his power is not his own and is not. based on ownership;
but, in the last analysis, is dependent on a government decision,

For all these reasons it may be concluded that the director of a
public enterprise has characteristics of both the private entrepreneur
(particularly as regards the actual work he does) and the civil servam
(as regards the manner of his appointment, the objectives and nature of
his powers); but that, when all is said and done, he is more an official
than he is a captain of industry.

/IIT., IMPACT
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IIT, IMPACT OF PUBLIC ENTERPRISES IN THE MAJOR SECTORS
IN WHICH THEY OPERATE

The brief over-all view pfesented in table 4 indicates the dominance
of public enterprise in sectors of the economy related to the infrastructure
and the supply of certain services and inputs. The following sections will
describe in broad outline the role played by public enterprises in rail,
maritime and air transport and in ‘the petroleum, electric power and steel
sectors. As the intention is not to discuss the over~éll operation of
these sectors but rather to irdicate the role of public enterprise in
them, the sections that foliow will be confined to describing the relative
importance of public enterprises in each sector of activity and the

financial results of their operations.

1. Rallway enterprises

(a) Relative importance ,
In Latin America, virtually all rail transport is in the hands of

State -enterprises, Argentina, Brazil and Mexico head the list, each with
betwean 25,000 and 28,000 million technical traffic units,}i/ followed by
Chile (4,600 million) and, in descending order, Colombia, Peru and Uruguay
(ranging between 1,500 and 1,000 million). |

The only private enterprise in all these countries is the Peruvian.
~ Corporation Limited, with 610 million TTU (see table 10). In the other
countries of the region, rail transport is of relatively small iﬁportance
and the TTU figures are not very significant. |

In order to gauge the relative importance of railway systems, it is
useful to look at total eperating costs and the number of staff employed,
gince capital costs vary a great deal from year to year, Railway operating
costs in Argentina and Mexico range between 17 and 18 per cent of general
government consumption expenditure, while in Chile the corresponding

figure is 12 per cent, in Brazil 9 per cent and in Colombia 5.5 per cent,

E&/ Technical traffic units (TTU) are equal the sum of ton/kilometres
and passenger/kilometres; and are an indicator of traffic volume.

/Ta_ble 10
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Table 10

| LATIN AMERICA: EMPLOYMENT WAGES AND PRODUCTIVITY
- IH THE RAILVAY SYSTEIS :

Staff Average . TIU per
employed wage person

Year (thous- (dollars at ( thous-
ands) 1960 prices) ands)
Argentina 1950 189 . 1 792 155
1960 21 - 1 607 146
1968 156 1 &49 177
Bolivia 1968 6 1 043 98
Brazil 1950 200 8 92
s 1960 204, 1 135 128
1968 157 1 206 166
Colombia 1950 14 96
1960 11 1 189 130
| 1968 11 1 572 131
Chile | 1950 22 2 579 187
1960 25 2 948 157
‘ 1968 2 2 502 183
Mexico 1952-54, 86 ves 165
- 1960 69 1 719 263
1968 80 . 2436 313

Source: ECIA,?_l Transporte en América Latina (United Nations publication,
Sales N°: 35 «I1:GeT)e  Asociacién Lat inoamericana de Ferrocarriles

(ALAF )}, Anuario Bstadfstico Latinoamericsno, 1968
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The labour force smployed by railway enterprises ranges from close to
160,000 in Argentina and Brazil, to 80,000 in Mexico, 24,000 in Chile
and slightly more than 11,000 in Colombia, The comparatively small
size of the labour force employed in the Mexican railway system -~ half
that of Argentina and Brazil with roughly the same traffic level - is due
to differences in the ratio of freight ton/kilometres to passenger/kilometres,
which is 5 to 1 in Mexico whereas in the other countries it is roughly equal.
(b} Financial results of operations

Around 1950, the financial balance on operations of the Latin American
railways began to move into the red. Contributory factors included failure
to renew equipmen: in good time and insufficient expenditure on maintaining
equipment and tracks, together with policies to maintain rates at low
levels and competition from other means of transport, Furthermore, the
railways were on ocgcasion used as a means of c¢reative employment, which
helped to swell operating costs. . _

In 1960, the operating coefficient (ratio of operating costs to
operative income)l~ expressed as a percentage was close to 200 in Brazil
and Uruguay, over 150 in Argentina and Chile, and between 111 and 116 in
the remaining countries. Two years later, the situation had worsened
appreciably,‘and the coefficient had risen to above 250 in Erazil and
Uruguay, above 200 in Argentina and Chile, while in Colcmbia, Mexico and
Peru it remained fairiy low (between 124 and 134). A comparison of these
figures with those for 1968 shows that there had been a definite improvement,
In Brazil, the coefficient had returned to its 1960 level (192), but in
Uruguay it had remained extremely high (233), while in Argentina, Chile‘
ard Mexico it had not moved from the relatively high level of 143, In
Peru, the financial situation of the railways had not varied a great dsal,
and only Colombia had been able to achieve an operating surplus {see
table 11).

12/  Subsidies and other income not connected with operations was
excluded from operating income; and expenditure on renewals of
equipment was not included under operating expenditure,
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LATIN AMERICA: FINANCIAL RESULTS OF OPSRATIONS OF THE RAILUAY SYSTEMS

Pex'u:

~ Argentine Bolivie. Bpazil Colembia Chile Mextoo Uruguay
Operating gcafficlients 14
1"‘5 B1.6 oes 96a6 69&3 99,2 1) . 102.0 LT
1950 12348 81.6 13640  103.2 136.9 10H.2 101.9 13k.6
1355 . 127.9 91.2 159.9  110.2 151.3 102.7 12302 193.1
1560 156.9 3.2 14 1920 1127 1536 1ll.0 116, 2 187.9
1961 14,1 . 228.0 11244 179.0  120.9 12845 22043
1362 20740 2601  126,0 203e2 12lhad 133.8  253.4
1968, CHh,0 1100 19200 92,0 13,0 135.0  143,0  233.0
Peroentage varlation 1960-1968 expressed in real terma

Operating expendiiure =26.0 sae ~16a0 42240 =15.0 «1)o0 22740 «De0
Operating income ~20.0 ese =16e0  $li9e0 =80 27,0 340 =270
Surplus of defiocit -38.0 eee ﬂ;6.° - »27:0 $130.0 +1?1i.0 €11,0

Source: As for table 16.

" a/  Ratio of operating costs to operating inoome, multiplied by 100. Subsidies and other

lncome not oonnected with operaticns was excluded from operating income; expenditure

oo renevals of egquipment was not included under operating expendiiure.

b/  Date for 1959

/The data



E/CN.12/872
Page 52

The data given above reflect the position of the main railway systems
in each country and not the individual situation of some enterprises or
lines that may be in quite a diffefent financial positipn. For example,
the most important rajlway enterprise in Brazil,'the Rede Ferroviaria
Federal S.A,; had an operating coefficient of 186 in 1968; in Peru the
State railways had a coefficient in 186 in 1968; in Peru, the State
railweys had a coefficient in 1968 (including equipment renewal costs)
of 135, while the Peruvian Corporation Limited was virtually in balance.

It is difficult to make an objective appraisal of the operating
deficitas represented by coefficients of above 100 in the various countiies,
Cne methed is to compare the absolute values of deficits with operating
costs. In Brazil, Chile and Uruguay, the deficit amounts to about half
the operating costs, and in Argentina, Mexico and Peru it ranges from 26
to 30 per cent, Taking another yardstick, the deficit-as a proportion
of total general govermment consumption expenditure gives a figure of
between 16 and 18 per cent in Argentina, Chile and Mexico, and 9 per cent
in Brazil. These figures show the seriousness of the financial position-
of the railways and its impact on increases in government expenditure
under the head of transfers,

The following paragraphs will describe developments that have
gither improved or worsened the finanecial situation of railway enterprlses
betweon 1960 and 1968,%2

It is clear from table 11 that during the period 1960-1968 three

of the seven countries considered reduced their operating deficit

lﬁ/ For purposes of comparison, the average values and prices for 1968
were deflated using cost-of-living indexes, with 1960 taken as the
base year at 100, For Mexico the implicit price deflator of the
gross domestic product was used., The ratio of technical traffic
units to labour employed was taken arbitrarily as an indicator of
labour productivity, This indicator becomes less meaningful as the
-difference between the two types of traffic increases, For example
in Mexieo average productivity per employed person is 1,8 times
greater than in Argentina, owing to the fact that, as noted above,
freight traffic is much more important than passenger traffic,

/over the
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over the period, three increased it and only Colombia achieved a surplus,
Contributory factors were rate trends and changes in the proportions of -
freight and passenger traffic (see table 12). Of particular importance

the experditure side, owing to its large share of the total, was expenditure
on the wage bill owing to changes in the number of persons employed and in
average real wages.' Expenditure for maintenance, fuel and electrical
energy generally rose less rapidly than the wage bill.

In the three countries that reduced their operating deficits there
were reductions in real terms in freight rates: 15 per cent in Argentina,
12 per cent in Brazil and 25 per cent in Chile. The effect on operating
incoms, however, vas to some extent offset, especially in Argentina where,
in addition to a real increase of 29 per cent in passenger rates, the ratio
of freight income to passenger income fell from 2.9:1 in 1960 to 1.7:1 in
1968. 1In Brazil and Chile, passenger rates fell by 4.2 and 23,8 per cent
respectively, and in neither country was there & change in the structure
of incoms. _

The reduction of expenditure was made possible by a sharp cutback
in the labour force in Argentina and Brazil, accompanied by a relatively
small rise in average real wages, In Chile, where the labour force shrank
only slightly, real wages fell by 15 per cent. '

_ Colombia's surplus was due to a éharp increase in real passenger rates
(68 per cent), accompanied by stagnation in real terms of freight rates,
with the ratio of freight to passenger traffic remsining constant, The
relatively smaller increase in expenditure was due inter alis to a

32 per cent rise in average wages, with the size of the labour force
remaining roughly at its 1960 level,

' In the countries where the operating déficit_increasedg there was
a sha;p decline ~ about 30 per cent - in real freight rates, accompanied
in Peru and Uruguay by an equal or greater decline in passenger rates

(46 per cent), In Mexico, passenger rates declined comparatively less

(8 per cent), but total income in respect of freight was almost ten times
that for passengers. The labour force rose by 16 per cent between 1960
and 1968, while average wages, at constant prices, rose by 42 per cent.
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Table 12
LATIN AMERICA: TRAFFIC AND AVERAGE INCOME
IN THE RATLWAY SYSTEMS
Commercial traffic Unit income

Year Freight Passengers Per ton/km, Per pass,/km,

(Millions (Millions (Thousandths of dollar at
of ton/km,) of pass./km,) 1960 prices) a/
Argentina 1950 16 120 13 104 13.7 7.9
1960 15 158 15 685 13.5 Lob
1962 10 9]3 L N N ] 1200 [ ]
1968 12 778 14 853 11,0 5.8
Bolivia 1568 311 248 25.4 7.7
Brazil 1950 8 267 10 093 18.5 5,1
1960 12 820 15 395 8,9 2.4
1968 12 997 13 173 7.8 23
Colombia 1960 - 768 508 20,5 L7
. 1968 1125 . 351 20.7 7.9
Chile 1950 2 161 1 956 20,0 9,0
1960 2 025 1900 28,1 10.1
1968 2 331 207 21,0 7.7
Mexico 1960 1, 004 L 128 13,1 5.0
1968 20 654, L 398 9.6 L6
Peru 1960 529 282 32,0 9.5
1968 567 22 22,0 7.2
Uruguay 1960 399 535 A4 5.9
1968 415 663 149 3.2

Source: &s for table 10.

af Deflated using consumer price indexes (except for Mexico, where the
implicit price deflator of the gross domestic preduct was used)
and converted into dollars at purchasing power parity exchange ratess
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1/

Table 13 gives an over-all pictupe-of Latin America's merchant fleet,lé/
with a break-down by State and private shipping companies. It shows that
Argentina and Brazil, with the largest national fleets, together account
for 57 per cent of all Latin American tonnage. Chile, Colombia and
Ecuador,;é/ Cuba, Mexico and Venezuela form a second group, with 34 per cent
of total tonnage, most of the remsining 9 per cent being taken up by Peru
and Uruguay (8 per cent), At the same time, it should be borne in mind
that Latin American national~flag ships carry only a small percentage
of each country's total maritime freight; table 14 i1lustrates this
point by indicating the freights earned by national and by foreign ships.

2s Shipping companies

Taking only ships of 1,000 gross registered tons or over, the
thirty—three.State-owned fleets account for nearly 60 per cent of Latin
Americals over-all tonnage, while the 124 privately-owned fleets represent
only 40 per cent. Moreover, except in Uruguay and Venezuela, the average
age of the Stgte-owned fleets is lower in every country,

Of the total State-owned fleets alone, 63,5 per cent is in Brazil
and Argentina, followed by Cuba and Mexico with 20.6 per cent, Further
down the scale come Chile, Colombla and Ecuador, and Venezuel a, with much
lower sharesJand a predominantly privately-owned fleet.

Table 15 lists Latin America's thirty biggest shipping ccmpanies,
Here again, it can be seen that the bulk of the total fleet is State-owned
since the seventeen private shiﬁping companies mentioned account for’bnly
one third of the total tonnage of the thirty enterprises,

15/ For recent trends in Latin American maritime transport; pértlculahly
the shipping policies adopted, see ECLA, Economic Survey of Latin

America, 1969, Part Three, chapter III,

12/ In view of the fact that most ships flying the Panamanean flag are
not Latin-American-owned, the fleet registered in Panama has not
been taken into consideration.

16/ Owing to the size of the Grancolombiana merchant fleet, which is
Jointly owned by Colombia and Ecuador, these two countrles are
usually taken together,
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Table 13
LATIN AMERICA: SHARE QOF STATE-CWNED SHIPPING COMPANIES IN THE TOTAL
MERCHANT FIEET AT 1 DECEMBER 1969 s/
Gross reglstersd tonnage
Number Avevage Abgolute Papraentaga
Shipping compary of age figures of total
unite (yeara) nationnl
" fleet
Argentins
Empresa Lfncas Marf{timas Argentinas L5 17.8 325 013 3l,1
Yaoimientos Petrolfferos Piscales 2% 18.4 210 177 20.1
Ministeris de Defer.sa Naoional 11 21,4 41.488 b0
Flota Fluvial del Estado Argentine 13 9.0 ‘ 34 671 3e3
Eppresa Ferrccarriles del Estade Argentino é 374 12 459 1.2
Yaoimientos Carbon{feros Fiacales 2 250 6 691 0.7
Totel State-ewned 102 18,2 630 399 60,
Total privately-owned 81 21,3 413 501 3946
Over~all total 183 19,5 1 o043 900 1000
Brazil .
Promape (PETROERAS ) 4 9.9 420 142 34,3
Lloyd Brastleire 69 13.6 373 524 30.6
Minieterio de Merinha 6 . 1,8 22 068 1.8
Companhis Siderurgloa Naclonal 2 14,0 16 453 1e3
Empresa de Navegagae Amazonica ‘ 7 12,4 9 248 0.8
Total State~cumed . 124 11,8 8l L2s 68.9
Total privately-owned 92 - 14,7 380 552 3l.1
Over-all total S 216 12,7 1 221 977 10040
Chile
Ministerio de Defensa Naolonal ' 5 - 10,0 31 720 12,1
Expresa Mar{tima del Estado 9 12,1 21 L86 6.3
Total State-owned 14 10.9 . 53 206 20,5
Total privately~ownad 28 12,9 205 985 79.5%
Over-all totel 4o 12,5 259 191 100.0
Colombia/Ecuador
Mingsteric de Defensa Naolonal de Colombia 5 8.7 46 588 19.4
Flote Bananera Eouatoriana 2 1.0 13 250 Ged
Concesidn de Salinas (Banoo de le
Reptblica de Colombia ) 2 1.5 3 956 1.7
Navenal 2 16,8 2 96y - 1.3
Total State—cwned o . 11 7.1 66 783 7.9
Total privetely-cwned 20 8.9 172 332 7241
Overwall total ki Bal 239 115 1000
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Table 13 (emﬁ:.)

Grosa reglstered tonnage

Shipping eompany ' Number Average Absolute Percentage
’ of age figuras of total
unita (yeara) national
' ' flest
™
Cuba
Empress Conselidada de Navegasién Mambisa 39 9.8 229 380 p
Plota Cubsna de Pegoa . 7 3.l 3 o9l 3.7
Emprese Consolidada del Petréleo ‘ 2 11.7 4 579 1.9
Emprase Consolidada del Cemexto H 4o, 0 1 039 0.4
Over-all tetal k9 9.7 2Ll p92 1004
Dominioan Republie
_Flota Mercante Doninisans 2 10,9 6 463 6745
Total privately-ewned : 2 20,4 317 - 3245
Over-all total b 23,4 9 580 100,9
Guntemala _ :
Flota Mersante Gran Centroamericans 2 95 - 3629 100, 0
Mezzi oo :
Pemex 21 5e9 . 230 754 81.6
Caminos ¥ Puentes Pedaorales 1 " 54D 253 0
Total Statewowned 22 5e9 233 285 Vaz.fi
Total privately~cwned ' 4 M1 kg 75 - 1745
Over-all total : 36 74 282 760 10040
Nisaresua ‘ . .-
Mamanio 5 1641 11 136 73.0
Total privately=owned 1 3640 b 105 27,0
Ovor~all total 6 214 ©15 22 100,06
Paraguay _
Flota Mersante del Estads 1k 745 15 7113 100.0
Paru
Compafifa Peruana de Vapores 7 841 57 384 30.7
Ministerie de Marina - _ 9 1,5 51 089 2743
Total State-owned 16 11,1 108 393 5840
Total privately~gwned . 12 15.7 78 Wb L2.8
Over-all tetal : 28 14,7 186 891 100.0
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Table 13 (ecnol.)

Grose regilstared tonnage

Fumber Averege Absolute Paroentage
Shipping company of age figures of total
units {years) rational
: fleet
Urugusy
Aneap 3 290 22 718 18,0
Ministerio de Defensa Naeional 1 7.0 18 584 4.7
Administracién Nasclonal de Puertos 3 31.6 15 878 12,6
Total Statewcimed : 7 20,1 - 57 181 45.3
Total privataly=owned 1 17.9 69 009 5447
Cver-all total 18 18.9 126 190 1000
Yenazuela
CeA. Venegzolana de Navegsoién 12 13.7 45 726 14,7
Totel privately-owned 23 11.9 264 703 85.3
Overwall total 35 12,1 310 429 10040
Letin Americe ‘
Total etate-owmed (33 shipping sempanies) 380 12,8 2 317 411 5845
Total privatoly-swmed (124 shipping sompanies) 294 15.8 1 641 277 b1.5
Over-all total 674 1349 3 958 608 100,0

Sourges Instituto de Estudios de la Marina Mereants Ibercamericans, la Marinn Mercante
Ibercamepisana, Buenos Alres, 19469

Only selfwpropelled shipr of 1,000 gross registered tons or sver,

s/

b/  The Eouadorian Government haz a minority holding in the F.M. Granocolonblana, which 1s a
private enterprise, It owns 24 ships with a total registersd tommage of 158 915,
1c04, 66.5 per cent of the total sembined tonnage of Colombia and Ecuador,

a
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Table 14

LATIN AMERICA: MARITIME FREIGHTS IN FOREIGN TRADE, 1967

f;‘-‘g? t o%;a — hl-gsat ez_"%ﬂ Perosme Over _:]]:1 a'gg%a e'gg;bl% Pg@e&iaga
imports Eﬁ:s tage exports fli:.é agia%s tagse ﬁ-ei@-gg e :hnf;}s fo 91?1 Han o o a;].m
Millions of dolla.rs Millions of dollars Millions of dellars
Argentina 99.8 249 25 199.8 18.0 99 299.6 42,9 256.7 bt
Bolivia 19.3 - - 20,0 - - 39.3 - 393 -
Brazil - 21%.7 9343 b2 207.0 33.6 16 L426.7 126,9 299.6 "10
Colombia 42,0 1l.4 27 7 101.0 5.2 5 143.0 16.6 126.4% 12
" Costa Rica 17.2 1.4 8 35.0 0.8 2 52.2 2.2 50,0 §-
Chile 68,5 17.0 25 93.0 12.1 13 161.5 29.1 132.4 18
Bouador 17.3 k.2 P 5247 3.0 6 70,0 7.2 62.8 10
El Salvador 19.0 - - 18.0 - - 37.0 - 37.0 -
Guatemale 19.7 - - 18.0 0.1 1 377 .1  37.6 -
Hait ' 3.8 - - 3.5 - - 743 - 743 -
Honduras 14,3 N L 56.0 . 0.2 - 70.3 0.8 69.5 1
Maxico 53,0 12.0 23 150.0 3.0 5 20340 20,0 183.0 10
Nl carsgus ' 274 4,8 18 15.5 2.1 )11 42,9 649 3640 16
Panama 21.2 - - 5045 - - 7 - 71.7 -
Paraguay ' 947 3.0 3 949 1.8 18 . 19.6 4.8 4.8 i
Peru 69.0 13.0 19 157.0 5.0 3 226,0 18.0 208.0 8
Dominican Republic 16.5 - - 22,0 3.8 17 38.5 3.8 4.7 10
Urugusy 26,0 947 37 11.0 1.7 15 5740 1.4 2546 al
Venazuela 82.0 19.2 23 70040 41.8 3 782.0 61.0 721.0 ]
Total 8454 21%.5 25 1 919.9 137.2 7 2 765.3 351.7 .2 W13.6 13
Total for ALALC sountzles : .
(sxoluding Bollvia) 687.0  207.7 30 16514 130.2 8 23684 3379 20,5 14

Source: For ALALC sountries, exsluding Bolivia, OAS/ALALC Transport Programme. For other countries, Internationsl Monetary Fund and
ECLA estimates.

6S 9%
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Table 15
LATIN AMERICA: THE THIRTY BIGGEST SHIPPIRG COM?ANIES 1IN ORDER OF GROSS
REGISTERED TONNAGE 8/ AT 1 JANUARY 1969
State~owned o ' Gross Average
Shipping ecmpany and oountry or ‘ Units registered
privataly owned tonnage {years)
FRONAPE (Brazil) . State : lio : 420 142 949
Lloyd Brasileire (Brazil) Stato 63 373 524 13,6
ELMA (Argentina} State L5 " 325 013 17,8
PEMEX (Mexioo) State 21 230 574 5e9
Empress Consolidade de Navegeolén MAMBISA (Cuba) State a9 229 "360 9.9
YPF (Argentima} State 25 210 177 18,4
Flota Meroante Gran Colombiana . o
~ (Celombia/Eouador) b/ : Private 24 158 915 8.3
Creole Petroleum (Venszusla) Private 6 117 254 10,5
Cempafife. Shell do Venezuels (Venezusla) Private é 104 216 11,4
Compafifa Sudamericsns de Vapores {Chile) Private 10 85 364 707
, PETROMAR (Argentina) Private 10 76 009 18,7
Nevegajao Mersantil S.i Navem y etros (Brazil}  Private 5 65 Loo 1,2
Botrella Marfidma (Argentina) Private 3 6% 729 17.7
Compafife Peruana de Vapores (Peru) State ' 7 57 304 8.1
Minieterio da Marina {Peru) Stete 9 51 089 : 1.5
SONAP {Chile) ' ‘ Private 3 50 715 15,4
Ministeric de Defensa Nasiomal (Colombla) Stata 5 e 088 8.7
CAVN (Verezuela)} ] State 12 4g 726 13.7
Trensportadora Marftima Mexloana (Mexiee) Private 12 - W53 1209
Navegapao NETUMAR (Bresil) Private 9 43 113 8.3
Mi{nistaric de Defensa Nasiomel {[Argentins) Stato 11 41 388 2.4
LIBRA (Brazil) Privats 1h 38 323 13.0
la Naviere (Argentina) Private ] 37 éu2 274
GOTAAS LARSEN (Argentina) Private 3 37 508 21,0
ASTPAMAR (Argertina) Private , 3 . B s 164
EFFDEA (Argentina) State - 13 N 7. 90
TRANSMARITIMA dal Plats (Amgentina) Private 2 31 967 o 24
Ministerlo de Marina (Chile) State 5 31,9720 ' 10.0 :
Frota Oceanics Bresileirs (Brazil) PFrivate 2 30 238 o 1'5
ESS0 Urugusy (Uruguey) Private 1 29139 11.0
SUMMALY 2
Perventage of tot:al GRT,
Units GRT. of the thirty biggest
shipownsra
State shipping companties (13} 301 2 097 476 664
Privete shipping eampanies {17) 127 1 066 733 92,6
TOTAL b8 3158 209 100,0

Sourges As fer table 13.

e/ Only self-propelled shipa of 1 000 grt, or overs,
b/ The Beusdorlan Government has a minority holding in the F.M, Gran Colombiam.

/From 1964
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From 1964 to 1969, the total gross registered tonnage of Latin
Amerdca's merchant fleet rose by 10 per cent, despite a reduction in the
rumber of ships in operation {see table 16). Most of this incresse can
be ascrited to private shipowners, since the public sectort's share dropped
from 61,9 per cent to 58,5 psr cent, The same general trend is apparent
in all the countries, except for Chile and Colombia/Ecuador  two of, the
fleets with the largest proportion of privately—owned ships. There has
however been little enough change and the relative proportions of public
and private ownership have not altered greatly, except in Uruguay where the
share of the State-owned fleet declined from 65 to 45 per cent of the
total during the period under consideration; on the other hand, the share
of Government—owned shipping increased substantially in Chile (from 15 to
20 per cent) and in Colombia and Ecuador (from 11 to 28 per cent),

The fastest—growing fleet was Cubata, which is entirely State—owned
from the eighth largest Latin Amerdican merchant fleet and it moved up to
sixth place, and from fourth to third place in the State-owned fleet.

The major role played by the State in Latin Americats maritime
transport is further illustrated by the fact that ordersm for new
government~owned ships represented 60 per cent of the total tonnage
under construction or on order at 1 Jamary 1969 {see table 17), In
this connexion, it is worth noting that the Brazilian Govermment has
continued to enlarge its merchant fleet which accounted for 65 per eent
of the totsl tomage ordered by Brazil. As regards the ratio of tonmage
under construction or on order to the existing tonnage of State-owned
ships, the most striling cases are Chile and Peru, whose rate of renewnl
was 124 per cent and 104 per cent respectively.

/Table 16
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Table 17

LATIN AMIRICA: SHIPS UNIDER CUNSTRUCTICH Uit ON CHDER BY STATE AND PRIVATE SHIPPIN(IS CUMPANIES 4T 1 J:'LN.TAR_.Y 1969 s/

Rste of renewal b/

State shipping eompa.:ﬂféi Private shipplng sompanles Total
Percoentage Peroentage Stat ivate

Untts ot "of total :rt Unte Get of total Grt Units Gt uggipgﬁie E&Eﬁiﬁs Total
Argentina 4 35 300 66.8 Y 16 000 91.2 10 51 300 5.6 L.0 L)
Bragll 25 573 200 65,0 W 308 Buk 45.0 6 882 ol 68,1 81.2 72.2
Chile 6 &6 000 100.0 - - - [4 &6 000 1.0 - 25.5
Colombla/Esundor - - - 2 21 000 10040 2 21 000 - 12,2 8.8
Cuba ‘ 3 36 ooe 100.0 - - - 3 36 000 .7 - 4.7

Dominican Republie - " - - - - - - - - -

Guetemala - - L] - - - - - - - -
Mexioo 16 750 2242 5 58 700 77.8 7 75 Lso Te2 118.6 26,7

Nioaragua - - - - - e - - - - -

Paraguay - - - - ~ - - - - - -
Peru 12 112 616 100,40 . - - 12 112 616 1039 - 6040
Urugusy 20 000 100.0 - - - 1 20 000 3540 - 15.8
Venezuela - - - 6 164 260 100.0 4 164 280 - 6241 529
Total 55 859 866 £0.2 [3% 68 8 39.8 116 1 428 690 ey 3% S4e7 ‘36,1

Sourae: 4s for table 13

2/ Only selPepropelled ships of 1,000 Grt or ever.

Grt. under sonstruction or ordered x 100
existing Git. in operatitn

€9 9%eg
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3., Airliines
(2) ol ative importance aof State and private ajrlines

In nearly all the Latin American countries, the public sector shares
air transport with the private sector, Of the fourteen largest air transport
companies in the region - there are slso & multitude of- small companies,
generally privately owned — half are privately run and carry close to
55 per cent of the passenger traffic and about 60 per cent of the freight.
Of the largest State-run enterprises, mention should be made of Aerolineas
krgentinas, which has a volume of traffic of 1.6 million passengers/kms
and 44 million ton/kms of freight, and Aeronaves de México, with 14 and
nearly 18 million passenger/kms snd ton/klms, respectively. The volume
of passenger traffic on VIASA and LuN is about 670,000 passenger/im;
the volume of freight, however, exceeds that of the Mexican airline (see
table 18), '

As regards the operational features of the largest sirlines in .
the region, as a rule there are no differences between the public and
private airlines except, of course, in the case of domestic flights and
stopping points which State airlines sometimes maintain, although they
run at a loss, for social reasons of to draw the country together, Both
types of airline have domestic and international flights, Aerolineas
Argentinas (State-run) and VARIG (privately owned) run mostly international
flights. In other cases, State enterpriseg such as Cubana de Aviacidn,
LAN and Aeronaves de México, and AVIANCA, which is privately awned; have
about as mamny foreign as domestic flights.

The secondary airlines - whether private or State—owned — mostly
operate damestic flights, This is the case of Cruzeiro do Sul and VASP
in Brazil, LADECO in Chile, Aeropostal Venezolana, etec,

/Table 18
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SELECTED ATRLINES, BY COUNTRY, 1969 SCHEDULED SERVICES,
DOMESTIO AND INTERMACIONAL g/

Apgantine
Aeroliness Argentinas

Brast1
Yorlg
Cruzelro Do 5ul
Vicoao Adrea Sac
Paulo (VASP)

Colonbis
Avianca

Costa Rica
Laosa d/

Cuba
Cubana de Aviceldn

Chile
Lfnoa Afrea Naoional
{Lax}

Fouadoy
Eountoriana de
Aviacifn o/

Méxioo
Aeronaves de ifxloo -
" Metioana de Aviacidn

Peru
Aerolfneas Peruanas
(aprsa)

Trinided y Tobago
British West Indles

Mraeys

Yehgzuela
VIASA ~ Vengzclena
Intornasional
leinen Aeropostel
Venezolana
Asrovias
Venozolaras 4/

latin Amerisa £/

Welght

Hilometres Traffio load

2/ flown > fastor
S8SGDEET  pretght . Total o/ {per-
( PM;:F“/ {ton/hkm) (ton/fics) oorte

age)

{Thousands )

42 500 1 961 510 60 780 28 730 . 5B.0

s 31 786 1 614 966 W 167 201 M3 52.8
92 400 3 513 510 135 700 h&6 Mo 56.0

Pr 48 137 2 503 538 123 38 6 651 58.1
Pr 18 335 682 015 7 335 62 ok 546
s 17 273 550 5hh 5 607 47 627 53+1
¥ 480 1775 40 é9 810 231 B30 5940

Pr 1 162 1 47 M2 52 35U 185 438 55.6
4 810 124 4ha 8 850 20 040 €940

5 o 86 200 of 8 18 15 897 68.9
& 600 945 090 2 béo 37'1430 B4.0

5 7 268 45 613 7 999 47 560 B74
19 060 655 730 62 756 133 990 49,0

= 1% 335 667 853 2y Ugl1 89 oo 58.3
9 110 216 64 of 4 950 5 070 5740

P 7 930 of 189 100 8/ 3 586 21 150 Bla4
50 590 2 854 Ao 40 760 268 230 b9.0

5 25 459 1 400 100 17 657 140 921 47l
Pr 19 395 1 164 817 13 077 113 749 51.8
18 430 69l 480 17 210 79 130 51,0

Pr 10 828 sy 632 10 119 63 741 5047
8 990 418 b50 8 240 43 920 30

Pr 8 &8 lns 611 8 303 i 161 93.5
28 870 995 070 39 330 131 oo 2.0

s 13 k50 €83 300 W 313 106 f10 L1,z
5 ass 137 cho of 1951 1 394 45e2
Pr ven 161 350 of 3 222 17 72 43,7
369 350 15 202 614 502 160 1 863 130 -

Sourosd: International 01vil Aviation Orgenization {ICAO}, Development of Civil Alr Trensport. Traffio

Statisties, Pobruary 1970.

International Alr Trensport Assoclation (IATA), World Air Trenspert Statiatios, 1969,

ewing to digorepanclies between the two souress used.

&/

b/ S: State-ownod; Pr. Privatoe,
4

& Figures for 1368,

4 Estimatess

74

Covsrs the twepty-thres ccuntrles of the reglone _

In addition to passengers and freight, ineludes baggage and mail.

In same cases, the flgures for individual airlines are higner than these for the sountry cencerned,

/(b) Financial
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{v) Financial results

The major airlines of the region - both public and private — are not
usually very profitable concerns, for several reasons. First, the airlines
that run domestic services as a rule « though not always -~ have to keep
their fares relatively low, either to attract business or to keep them
in line with domestic prices. The rates on their international flights
are normally fixed by international sgreements amd with these earnings
they have to make good any deficit on domestic services, in addition to
paying their current operating costs. This means that if the airline is
to operate st a profit, costs must be reduced to a minimum,

Of a total of thirteen airlines comsidered, four run at & loss:
Aerolineas Argentinas, Cruzeiro do Sul, APSA and LAN; the losses of the
last two are very heavy, and LAN, in particular, has a deficit of 40 per
cent on its sales figures, Another five enterprises have made scmewhat
meagre profits of between 2.6 and 4.1 per cent of sales; VARIG, AVIANCA,
VIASA, Aeropostal Venezolana a‘nd LACSA of Costa Ricaj; and only four
airlines made what may be called a satisfactory profit, equivalent to
about 8 per cent of sales: Ecuatoriana de Aviacidn, Aeronaves de México
(state~owned), Aerovias Venezolanas and SAHSA of Honduras, -

‘Income from sales per unit transported appears to have been a
factor only in the large losses of LAN, which has the lowest income per
unit of the airlines considered, and in the relatively high profits of
Asrovias Venegzolanas and the Honduran airline SAHSA. The level of returns
on the operation of the cther airlines must, therefore, be put down to ’
the amount of runming costs; this is obvious in ths case of the Venezuelan
airlines, which have & high income per unit transported but also have -
high rurning costs (see tables 18, 19 and 2C),

/Table 19
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Table 19

LATIN AMERICA: OPERATING INCOME AND EXPENDITURE AND PINANCIAL HSSULTS FOR SELECTED AIALINES, 1963

Cperating result on relation to:

Asgsets on Results

ﬂiml‘ﬂft% Schaduled Operatinz Opersting  Operating for the Airoratl ‘ Sales Operating Opsrating
Ownership 8/ :ggign::::al_ sarvises income expenditure - result finanelal squipmeht’ Seheduled Operating expenditure rasult

oyt yeoar and instal~ gervises  sxpenditure
lations
(Thousands of dollars) {Percentagass } (Dellar cents psr ten/km)

Asrolineas Argentines s 63 554 70 066 "1 -2 105 6 By oo 3.3 -2,9 31.6 35.8 1.0
Cruzeirs do Sul (Brazil) Pr _ 39 220 23 372 22 777 23 235 458 224 1.2 ~2.0 ~2.0 39.9 39,7 0.8
VARIG - {Brazil) Pr " 97 157 80 129 86 501 B3 934 2 567 2 134 2.6 3.2 3.1 28.3 29,4 0.9
LAN {Chale) s 4o 24y 15 866 18 251 24 905 -6 65l -2 608 -16.5 A1.9 -26.7 23.0 93.9 9.1
AVIANGA {Colombia} Pr 58 596 53 854 56 8l c4 654 2 190 2 658 3.7 4,1 4.0 32.2 32.h4 1.3
LaCSa {Costa Rios) Pr 5 109 5373 5 638 5 W4z 189 158 %17 3.5 2.5 33.8 32.6 1.2
EBeuateriana de Aviaeién Pr 3 241 ' 4 685 7 640 7113 528 £5 16.3 7.9 7.4 31,6 33.6 2.5
SaH5A (Honduras) _ Pr 1974 3 211 3 611 3 329 282 254 20,5 8.8 8.5 ch,6 Lg,2 4,2
Zerolfneas Peruanas {APSA) Pr 25 808 15 B&2 16 377 18 606 -2 229 -1 203 5.6 - -12,0 3.4 36.8 i
heronaves de Mexioo s vas 45 s 48 g21 Us 820 3 lo1 4 047 P T4 75 38,2 37.9 2,8
VIASA (Venezuela) .8 . 14015 33 106 38 686 37 822 8ah 1 971 6.2 2.6 2,3 Ly, 9 51,3 L2
Aaroviae Venogolanas Pr <11 105 11 770 35 138 17 202 36 2 280 8.4 8.0 5.4 65,9 96.3 5.3
Ifnea hepdpostal Venezolana s 11 556 10 333 12 376 12083 293 293 2.5 2.8 2.4 72.2 83.9 2.1

Sourcs: International Civil Avietion Orgenization {ICAO), Digest of Statistios NO ib§: Finanotal Data, 1948,

a/ S: State-ovmed; Pr: Privete.

49 8ded

FARS TR AN OTAC



4/

méTo13eg

Table 20

LATIN AMERICA; PERCENTAGE DISTRIBUTION QP OPERATING EXPENDITUSE FOR SELECTED AIRLINES, 1968

Cruzeiro do Sul (Brazil)

VAAIG (Brazil)
LaN (Chile)
AVIANCA {Colombis)

Sosjedsd de Aeronavegacidn de
Medellfn (Colembis

Li0SA (Costa Rioca)
Eouatoriana de Aviasién
SaHSA {Honduras)

Ta¥ (Hondurea) |

Asrolfneas Peruanes

Rersvfas Vanszolanas

Lfnea Aéres Postal Venezolana
VIASA [Venezuela}

Simple average

Flight sperations

v o W N mee SO GER
Sy ol el T e TR
of arews

76 34,9 12,8 5.1 1,2 8.5, 19.8 4.6 0,1
9,2 4.8 12.2 8.3 6.4 9.1 264 4.7 7.8
110 3L.5 17.9 9.9 10.5 8.1 95 12.2 0.4
7e3 71.2 12.0 1.1 17.1 6.5 21,1 11.0 -
10.6 30,8 2842 3.7 1.5 345 17.4 4.6 -
12.2 4.8 17.9 1.0 8.7 6.1 21.6 10.9 -
7.1 26,3 1.7 741 12,6 5.8 29.5 bei 0.9
8.6 33.8 5.6 12,0 20,8 3.5 b/ 8.1 _ 16.2
4.8 30.7 15.9 6.5 17.6 5.5 7._8 16,0 -
5.8 25,3 12,7 11,3 11,9 3.8 27.3 6.9 6.8
77 20.7 25.7 17.8 3.7 2.9 22.4 6.8 -
8.6 23.0 22,8 8.3 17.7 2.9 13.1 8.5 3.7
kg 38.7 10.5 7.0 7.3 7.5 19.6 9.4 -
8.1 28.3 15.8 9,1 12.4 5e7 19.6 8.3 0,8

Spusrce: Internstional Civil Avistion Organization {IGAC), Digest of Statisties H® 145; Finanoial Data, 1968, page 50s
a/ Inocluding wages and salaries and expenses of orews,
b/ Included in "Other operating expensea™.

39 adeg
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Le Petroleum enterprises
(2a) Relative importance of public and private enterprises

Public enterprises handle most of the oil production and refining
activities in the Latin American oil countries - with the single exception
of Venezuela, which is the region's major exporter (see table 21), Their
legal form differs from country to country, they have been in operation
for different pericds, and their degree of importance also varies, In
general, however, they are profit—making, finance a large proportion of
their capital expenditure, and account for a significant percentage of
total investment in each countrye The manpower they employ depends on
their scale of operation, fluctuating around 34,000 persons in Argentina
and Brazil and 4,000 in Bolivia, Chile and Colombia (see table 22)a

In Argentina, the crude petroleum produced by the State Petroleum
Corporation {Y&cimientos Petroliferos Fiscales - YPF) in the past decade
amounted to sbout 70 per cent of the country's total ocutput. In addition
to YFF, several foreign companies and other domestic enterprises have a
share in production through contracts with the State enterprise. If their
output were added to YPF¥s, the proportion would coms close to 100 per cent,
In any case, the present contract system is different from the former system
of consessions, whose importance declined from 5.5 per cent in 1960 to
1,1 per cent in 1969, YPF produced 14,9 million cubic metres of crude in
1969, the main eontractors being Pan American and Argentina Cities Service,
which contributed 11.3 and 11,1 per cent respectively., The most important
concessionaire, Shell CAPSA, produced 124,000 cubic metres the same year.
Notwithstanding the high level of self-sufficiency attained, however,
imports of crude petroleum, petroleum products, lubricants and liquid
gas totalled over 98 million dollars in 1969. Table 23 shows YPF!'s share
in the market for petroleum products.

/Table 21
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Table 23

LATIN AMERICAs SHARE OF SPATE ENTERPRISES IN THE PRODUCTICN OF CRUDE PETROLEUM
AND REPINING CAPACITY, BY COUNTRY, 1969

{ Peroentages )

Country Enterprise . ] Produstion Befining
Argentine Yasimientos Petrolfferes ﬂaﬁlaa {Y.P.F.) . 71.9 &/ 58,9
Bolivia Yasizentes Petrolffercs Plsoales Belivianos (Y.P.F.B.) 28,0 b/ 100,0
Brazil Petrdlso Brasileirc (FETROBRAS) 160.0 38.9
Colombia Empresa Colombiana de Petréleo (ECOPETROL) © 18,5 5543
Cuba Empresa Petrolera Cubana (E,P.C.) 100,0 100,0
Chile Empresa Naoional de Petrflee (ENAP) 100,0 100,0
Maxioo Potréleos Moxioanos {PEMEX) 100,0 10,0
Peru Potrélecs del Perd (PETROPEWJ) 24,8 64,5
Uragusy Administracidn Nesicnal de combustibles, Aloohol

¥ Portlend (ANCAP) - 100.0
Vonazuela Corporacién Vermzelsna del Petrles (C,V.P,) 0.9 L4

Sourss: ECLA, on the basis of offieial statieties.

s/ Output of PP proper, If the production of enterprises under contract with YPF is added, the
proportion rises to 98,9 per sent.

b/ This situstion changed radieslly vhen the Boli.vlh: Gulf 011 Company was nationalized in Ootober 1963.

/Table 22
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Table 22

LATIN AMERICA' MANPOWER EMPIDIED BY smE..omeD PEmomUM
_— EMERPRISES, 1968-1969 -

. : -
Enterprise Year Number of workers

and employees
YPFF {Argentina) , 1969 .34 160
YFFB (Bolivia) - 1969 | | I 899
PETROBRAS (Brazil) 1969 : 34101
ENAP (Chile) 1968 L 139
ECOPETROL (Colombia) 1969 : 3 601

Sourcet Reports of the various enterprises, and ECLA, on the bas:l.s of -
official statistics,. :

Table 23

ARGENTINA: SHARE OF YFF IN THE DOMESTIC MARKET
' FOR PETROLEUM FRODUCTS, 1969

Percentage Percentage
Product - share Pmdugt _ share
Aviation gascline 60,2 _ Fuel for jet
: - aireraft 4240
Ordinary gasoline 55,7 Gas oil C 5646
Special gasoline 53,8 Diesel oil L6
Kerosene | 5440 ' Fuel oil 61le1

Source: Petrotecnia, June 1970,

. /In Bolivia
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In Bolivia, the share of the State Petroleum Corporation (Yacimientos
Petroliferos Fiscales Bolivianos - YPFB) in the petroleum sector dwindled
steadily over the past decads up to the time when the Bolivian Gulf Oil
Company was expropriated, in Cctober 1969, Until 1955, YPFB was the only
enterprise operating in this sector, as all former concessions had been
cancelled; but from 1955 onwards other enterprisés were established,
inclﬁding the Bolivian Gulf Oil Company, In 1963 YPFB prodﬁced twenty—seven
times more crude petroleum than Gulf Oil, but in 1968 and 1969, while the
latter produced 1,886,000 and 1,385,000 cubic metres respectively, YPFB's
~output was only 497,000 and 661,000, Moreover, in 1969, each enterprise
owned half of &ll the assets of Bolivia's petroleum industry, although
Gulf Oil had no refinery. Further, the State enterprise had rights aver
27 per cent of the krown e¢rude and condensed petroleum reserves compared
with Gulf Gil's 73 per cent, and its share of the total gas reserves was
only 10 per cent, The export position of the State enterprise also
deteriorated, since the extraordinary increase from 300,000 cubic metres
in 1963 to 1,7 million cubic metres in 1968 is mainly attributable to Gulf
0il (see table 24). The situation changed completely in Qetober 1969 with
the nationsalization of Gulf Oil; all its assets were transferred to YPFB,
which thus became Bolivia'm sole producer,

Table 24
BOLIVIA: PETROLEUM EXPORTS
(Thousands of cubic metres)

Year YFFB Guls Boo Total
1963 107.9 - 20,5 128. b
1968 402,0 1 300,0 - 11,702.0
1969 512,2 1 085,3 - 1 597.5

Source: -Direccién General de Petrfleo, cited in Ministerieo de Planificacién
y Coordinacién, Estrategia socio-econémica del desarrollo nacional,

1221-1221, vol. II, page 39

/In Brazil,
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In Brazil, the State enterprise {PETROBRAS) has a monopoly of petroleum
production and refining, although it respects the refining concessions
granted before 1953, The main characteristics of the sector today are its
heavy petroleunm imports and its virtual self=sufficiency in refined products,
For instance, domestic production of petroleum products supplied 9l per cent
of domestic demand in 1968, and 98 per cent in 1969; but in regard to
production, in the last few years the continued increase in the proportion
of domestic petroleum refined locally has come to a halte In 1967,
approxinately 52 per cent of the crude oil refined in Brazil came from
FETROERAS, but the proportion dropped to 45 and 42 per cent in 1967 and
1968, respectively. This was because PETROBRAS's production rose by
17 per cent (to a volume of 10,2 million cubic metres) during that period,
while total petroleum consumption increased:by '32 per cent (in terms of
value) and the volume absorbed by local refineries by 49 per cent. There
were thus two parallel devélopmenta: an increase in consumption and an
increase in the share of Braszilian refineries in the total supply of
petroleum products, In recent years, FETROBRAS has stepped up 7te direct
share in the distribution of petroleum products, which rose from 14,3 per cent
of total'suppiy in 1968 to 17 per cent in 1969 through the operation of
376 distribution servicea;lz .

In Chile, the State enterprise (ENAP) has a complete monopoly of
production and refining. In 1968 it produced 55 per cent of the 4.3 million
cubic metres of crude refined in the country, and it has become virtually
self-sufficient in petroleun refining (see table 25). In contrast with the
policy of other similar enterprises, however, ENAP takes no direct part in
the distribution of petroleum products, which is in the hands of national
and foreign pri#ate companies, Figure I shows how the price of petrcleum
products is distributed among the State enterprise, the Treasury and the
distributors, :

In Mexico, FEMEX has a monopoly of petroleum production, refining and
distribution, Some 25.5 million cubic metres of crude petroleum were
produced in 1968 for the local refineries.

17/  See PETROBRAS, Relatorio de actividades, 1969.
/Table 25
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Table 25

CHILE: SHARE OF ENAP'S FRODUCTION IN TOTAL CONSUMPTIOHN OF
FETROLEUM PRODUCTS, 1968

Product Percentages
Gasoline a . ' 100
Kerosene s - 100
Liquid gas | 100
Diesel oil ' 95
Fuel oil : . 5

Source: ENAP, Memoria 1968,

(b) Financial results of operation
Table 26 presents some of the financial results of the operation of
State petroleum enterprises, which show a high operating surplus in
relation to sales and, in some cases, capital. The data were taken from
the balance sheets of the enterprises, but the balance sheets are pressnted
in different ways, which somewhat limits their comparability. In any case,
some significant indicators may be drawn from them for evalugting parformances.
These enterprises account for a high proportion of gross fixed capital
investment in their respective countries, ranging from 8,2 down to
3.8 per cent in Mexico, Argentina and Brazil, They also have a large
share in total public investment: as much as 22 per cent in Mexico and
15 per cent in Brazil (see table 27).
‘As a general rule, these enterprises are so profitable that they
can finance all or nearly all of their gross capital fixed invesiment
with their own rescurces, Table 28 shows. the percentage oflgross fixed
investment and of capitsl expenditure which is financed in this way.

,/ﬁigufé I



B/CN.12/872

Page 75

Figure I

CHILE : PRICE COMPONENTS OF

PETROLEUM PRODUCT
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Table 26
STATE PETROLEUM ENTERPRISES: SOME ECONOMIC AND FINANCIAL
INDICATORS ARQOUND 1968/1969
(Percentage ratios)
Ogﬁ;apit’;g Gross Profit  Gross Profit
Income Income from .
from sales sales Capital
YFF (Argentina) 30,7 cee
YPEB (BOliVia) enw . 140..'.; ' eve
FETROBRAS {Brazil) 3¢9 51,8
ENAP (Chile) . 10,9 0,6 3/ 20.5 &/
ECOPETROL (Colombia) 19.0
FEMEX (MBXiCO) , 14.8 y ass s
CVP (Venezuela) 20.0 b/ T3 b/

Source: Annual reports of the enterprises, and ECLA, on the basis of
official statistics,

a/ Net profit for financial year 1 July 1967-30 June 1968, Income
from sales during this period was 662.2 million escudos.

b/  Net profits.

/ Table 27
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Table 27

SHARE OF STATE PETROLEUM ENTERPRISES IN TOTAL GROSS FIXED
INVESTMENT OF THE COUNTRY AND OF THE PUBLIC SECTOR,
- AROUND 1968/1969

(Percgnt'ggers)

. Share in total Share in fixed

gross fixed investment of

investment public sector
YPF (Argentina) Lol g 11.7
PEi‘ROBnAS (Brazil) 3,8 15.2 a/
E(‘OPETROL (Colombia) 23 . 10,7
PREIEX (beiCO) | 8,2 51,9

Sourca: Arrmal reports of the ent,erprises s a.nd EGLA, on the basis of
official statistics,
g_/ General government investment only.
Table 28

STATE FETROLEUM ENTERPRISES: FINANCING OF INVESTMENT AND
CAPITAL EXFENDITURE, AROUND 1968/1969

(Percentage ratios)

Own resources &/ Own resources a/

Gross fixed Capital

investment : expenditure
YPF (Argentina) 965 . 8l
PETROBRAS (Brazil) ' 117.6 68,5
ENAP (Chile) 175.6 - 91.9
ECOFETRUL (Colombia) 777 : 61.9
FEMEX (Mexic'o“ | - 50,8

Source: Annual reports of the enterprises, and ECLA, on the basis of
official statisties.

a/ : ~ Including operating surplus and other capital returns.’

/5. Electric



B/CN.12/872
Page 78

$¢ Electric power enterprises

(a) Importance in sector
Since electric energy must be generated and distributed to satisfy

the community's needs, the State not only controls production and regulates
electricity rates but in many cases owns the electric power enterprises,

In most Latin American countries, moreover, there is an evident trend
towards nationalizing the sector, since efforts to expand installed
capacity have been channelled primarily through State enterprises., In
Argentina, for example, while public utility'generaﬁion increased by

about 70 per cent from 1960 to 1968, State-owned enterprises doubled

their output; in Chile the increases were 60 and 8 per cent, respectively;
in Mexico, with the nationalization of electric power, the State

enterprise was responsible for the whole increment; in Brazil, the ;
subec:idi;i}y enterprises of ELETROBRAS and public and semi~public enterprises
(with a minority share of the capital in the hands cf ELETROBRAS) are at
present meeting over 60 per cent of public demand,

The existence of both public and private electric power enterprises - a
system which is not usually encountered in other sectors - is significant in
electrie power, since, far from competing, they often complement ene
anothert!s production through interconnected distribution systems, and
not infrequently a private company will sell the energy generated by the
public enterprise, or vice versa, In some cases, moreover, the installation
of & new plant is jointly plamned with the object of ensuring complementary
investment, Thus large private companies econtinue to operate, many of
theh,maintaining a regular programme for expanding their generating
capacity, '

Mexieots Comisién Federal de Electricidad is an example of é
large-scale State enterprise which is solely responsible for electricity
supply. It was established in 1937 as a decentralized public agency with
its own net worth, Since 1960, with the nationalization of the electrie
power industry, it has generated practically all the electric energy for
public consumption and is at present the largest enterprise of its kind

/in the
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in the region, In Paraguay, Uruguay, the Dominican Republic and, to &ll
intents and purposes, El Salvador, State~owned electric power enterprises
are also the sele elsctricity enterprises, satisfying the entire public
demand,

In Chile, ENDESA, which was _estabiished. in 1943 as a limited company
with 97 per cent of the shares in the hands of the Production Developmsnt
Gorporation (GOREO), produces two-thirds of the energy for public
consumption; nearly all the remainder is generated by a private company
which became a semj-public enterprise at the end of 1970 when the State
purchased 51 per cent of the shares.

There are two or more public or semi-public enterprises in Argentina,
Brazil and Venezuela, In Argentina, for example, the State-owned Agua y
Energf{a Eléctrica and SHEGBA S.h. generate approximately_threeuquarters
of the energy for public consumption. Two State—owned limited companies,
CADAFE ard EDELCA, are operating in Venezuela; they were established with
capitel provided by the Venezuelan Development Corporation and the
Venezuelan Guayana Corporation, respectively. Between them they supply
about 60 per cent of the total public consumption of energye

The position of public enterprises producing clectric energy in
Brazil became more complex when ELETROBRAS started eperating in 1962,

This new semi-publie company in which the Federal Gevernment has a maaorlty
share, controles sixteen subsidiary electric power enterprises,. owning

about 90 per cent of their capital, It also has a minority share (an
average of 12 per cent) in ninetsen others, mostly local state and
semi-public enterprises, In 1968, the subsidiaries of ELETROBRAS produced
36 per cent of the total energy for public consumption and the asscciated
public enterprises produced 27 per cent, |

(b)  Fipancial results of gperation

Owing to the rapid growth of demand for electric energy in all the
Latin American countries, the public electric power enterprises have had
to expand steadily. This has entailed heavy investment, which is nearly
always too largé to allow of self-financing. The funds are generally
obtained from three sourcest: State contributions, external credit and
reinvestment of profits, Domestie credit is little used owing to the
‘8low recovery of and low return of this type of investment.

/Argentinats Agua
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Argentina's Agua y;Energié Eléctrica was able to finance about half
of its investment with its own resources in 1968, 8 per cent consisted of
funds obtained from a Federal development agency, and the rest of internal
and external credit. On the other hand, a large part of the investment of
two semi-public enterprises in Brazil (70 and 30 per cent, respectively)
was financed‘by the paying up of shares that had been subscribed by the
' gtate and Federsl Governmentsy self—fihancing accounted for 10 per cent
of investment in the first enterprise and 28 per cent in the second.
External credit'played an important part (15 per cent) only in the first
enterprise, and Federal funds in the second (3% per cent). ENDESA (Chile)
financed 35 per cent of its investment and new plant with external credit,
35 per cent from reinvestment of profits, and the remaining 30 per cent
from State contributions.

Whether or not an enterprise can cover its own investment expenditure
will obviously depend on its profitability, ene indicator of which is the
- ratio of net operational income to fixed assets, In using this indicater,
it must be borne in mind that the validity of the comparisons is limited
by the differences in presentation and even in the criteria for classifying
the items in the balance sheets and profit and loss accounts of the various
enterprises, Despite these reservations, however, soms conclusions may be
reached, It will be noted, for example, that ef the twenty enterprisés
considered ~ which produce 66 per cent of the total energy for public
consumption — a return of over 10 per cent was recorded in six enterprises,
5 to 10 per cent in nine, and less than 5 per cent in five (see table 29).
In Brazil, this ratio was 7.5 per cent in fourteen subsidiaries of
ELETROBRAS, and 8,9 per cent in fourteen other enterprises in which
it has a minority share,

_ /Table 29
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Table 29

LATIN AMERICA: LARGEST FUBLIC ELECTRIC PCWER SUPPLY ENTSRPRISES, 1968 s/

Oporating income and expenditure Gross Aversge
Productian Sales R:i‘ii:i&;f profat prics of
Enterprise : Snles l{!‘:::n]ia mgaﬁgi‘ Results of Fixed psold Kih sold
{G¥h) (M1llions of currency units of each country) assete {Thousendths of a dollar)}
Argentina : 134
Agua y Energfa Elfotrica (Ay E : [ 3 929 3 412 3k 552,0 3h 552,00 - 28 461.0 6 091,0 4.8 v/ 11,57 28,93
Servicios Eléatrloos del Gran Buenos Alres {SEGBA} s € 306 5 W29 &7 100.0 67 789.0 49 555.0 18 234.0 2.7 14,81 35.31
Compefifa Italo Argentina de Elestrioidad {CIAE) Pr 1 087 97k 13. 323.0 1 B66.0 11 262.0 3 604,0 8.8 15.78° 33,07
Brazil . : 3'4_221*
Eletrabras s 12 280 o/ :
Central Elatrisa de Sio Psulo s 2 553 2 677 97.0 97.9 62,0 35,9 6.2 6,84 Ful45
Companhia Hidroeletrica de S¥o Francisoo s 2 838 2 535 69.6 70.0 36.9 331 8.6 5.82 7.15
Central Eletrica de Minaas Gergis (CEMIG}) s . 3185 3 150 123.3 123.6" 70.7 52.9 11.1 5e77 10,21
Light - Servigos de Eletricidade 5.4, Pr 12 787 15 329 8846 86h.9 €58,2 226.7 11.4 6.16 15,06
Colombie : 6 522
Empresa de Energfa Elfotrics de Bogotd (EEE) s 1 663 1 Ls3 261.3 270.5 175.8 .7 10.0 8.03 10,61
Chile 4 3u8
Empresa National de Electrioidad (ENTESA) 4/ s 2 530 2 38 459,9 U73.6 366.5 107.1 3.3 8.98 L3
Gompefifa Chilera de Eleotrioidad (CHILECTRA} Pr 1779 1 942 473.9 4B7.5 117.5 70.0 5.0 of 6,51 26,01
lGosta Rioa ' . 221
Instituto Costarricense de Electricidad s ugy yas AT 64,5 50,0 14,5 3.7 11,28 . 18.00
El Sslvedor 42
Comisién EJecutiye Hidroeldatrica dal .
Rfo Lempe (CIE!I--‘fak s 501 466 18,2 18.7 9.4 9,3 8.5 10,00 15.64
Mexioo 19 Yoo
Comisién Federal de Elsotricidad f/ s 17 200 13 908 2 877.3 2 889.8 1 956.1 933.7 6.2 7437 16,56
Paraguay 122 '
Administrasién Macional de Elsctrieidad {ANDE) s 119 90 679.5 &89.4 477.6 211.8 3.6 23,7 60,00
Papama 583 7 :
Compafife Panamefia do Fuerza y luz Pr 456 387 13.2 13.2 B.6 4.6 15.3 g/ 17.1 34,09
Pery ' 2 286

Empresas El€otricas Ascciadas {EEA) . Pr 1155 1 565 1 320,0 1 340.8 925,93 415.5 9.1 9.09 19,09

18 oFed
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Table 29 (concl.)

“—f Cperating incoms and expenditure Results es & GW;St Average
! : It £
Y Produstien Sales Total Expendi persentage pro price o
‘ B er kih ih seld
Enterprise ; Saleg ne ome ture Results ogsgggd psald kWh so
i (Gkin} - {Milljons of ourrency units of eash oountry) (Thousandths of a dollsr)
.i : .
Daminiten Rapublis 1 700
Corporasién Dominioena de Elqotricidad s 706 529 18,2 18.3 13.4 by 8.1 13.% 3438
Uruguay 1 883
Usinas Eléctricas del Estadoj 5 1 883 1513 v PN wes ore .re vas e
1 )
Venezuela T 8 975
Coliy- de Administracién y Fomgnto
*Eléstrice {CADAFE ) g/y Do 5 2 189 1 84z 237.1 237.8 226.1 12.7 1.8 7455 28.60
Electrificacién del Caronf {§DELCA) s 2 690 2 554 352 95.2 14.3 20,9 10,4 1,82 3.07
€iha Ia Elestricidad de Caracas Pr 2 273 1974 - 205.4 207.2 124.5 B2.7 18,2 2.31 23,24
Totsl latin Amerioa ' 100 675

Source: Annual reports and ba.l.énue sheeis of the enterprises.

gj State enterprises (S) include atate and munijsipal enterprises, and semi-public enterprises in vhich private investors hold a minority share of the capital. Sales includs enargy
purchaced from ether enterprises and are oonsidered at the user level, i,e,, the enterprise's own consumption and losses in transmission were dedusted. Operating expenditure inoludes,
in additlon %o direat costs and sdministretive expenses, the amounts set aslde for depreoclation, amortizetion and taxes, exoept for taxes on prefits and dividends, Oross profit was
considered to bas only the difference between operating imoome and direct costs and administrative overheads, For the comparison of the results of operation, senstrustion work in
progress was not considered as Pixed aasets, but revalustion and depresiation ware ineluded. To arrive at the Pigures in thousandths of a dollar in the last two eolums, the
follewlng exchange rates (dational currency to the dollar) were used: Argentims 350, Brazil 3.803, Colombia 16,95, Chile 8,71 for 1968 and 11,52 for 1969, Coata Rieca 7.35,
El Salvador 2,50, Mexico 13:149, Paraguay 126, Fapams and Dominiosn Republic &t par, Peru 44,19, and Vemezuela 4.50 for 1967 and 1968. The resulting figures are not alvays comparable
betwsen countries as the naftes used are noi parity oxchange rates. ’

The yalue'of'the fixed ass#ts includes that of drinking water supply plant, whish 1t wes not possible to deduct,

Pigure for the sixteen subsﬁdia.ry enterprises, lnoluding the Companhle Hidroeléirice de S&e Franeisoo, whioh is also glven separately,

The production and sales fjbu.ras in the first two ocolumne are for 1963; the rest are for 1969.

Revaluation, which was pending Approval, was mot taken into sceount in the Plgure for fived assets.

The produstion figure is for the period September 1357-August 1958 onlyi the ather figsures are for 1967. ‘

Only the preportion Nla.tim!g to slectric energy generation was considered in the figure for Fixed masets, the deprociation figure which was dedusted being ealsulated proporticnally.
Pinancial year 1967, '

Frrrery

'
)
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;q_qrder to assess the profitability of enterprises from a diffeggnt
standpoint, an attempt was made to measure the gross operating profit,==
in terms of dollars per kWh sold, This indicator is more directly related
to the rate level; but comparability may be impaired on account of the
exchange rate used for the dollar, since in genefal this was the free
market rate or the highest official rate, which is sometimes quite different
fram a parity exchange rate based on real purchasing power. Bearing in
mind these reservations, it can be seen that the profits of some enterprises
in Brazil, Chile, Colombia, Mexico, Peru and Venezuela are, quite smell _
compared with those of enterprises in Argentina, Costa Rica, Dominican .
Republic, Panama and Paraguay, which are very much larger (see table 29)e

Moreover, it is enlightening to compare the sale prices of the
energy supplied by several large enterpriseshzg It will be noted that
the average sale price of 1 kith ranges from just over 10 thousandths of
a dollar 20 in one Bogota enterprise and three enterprises in Brazil to
3k thousandths in Argentina and Panama; it is 17 to 19 thousandths of a
dol;gr in Costa Rica, Mexico and Peru, and 22 and 29 in the case of two
Venezuelan enterprises, In Chile, the average price of 28 thousandths of
& dollar in the most important private company (which is closer to the
consumer price level) is twice that of the State-owned enterprise, because
the latter makes block assignments of its production to private distributors
ard large-scale basiC‘industriés.

5
AY

18/ The difference between operating receipts and direct cost plus
administrative expenditure,

19/ Comparisons of average prices between countries, or even between
enterprises in the same country, should be made with cauticn because
of possible distortions on account of the exchange rates used, and
because of the varying composition of the supply to sectors with
differential rates,

20/ In general, at 1968 free market exchange rates.

/In order
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In order to compare 1968 prices with those prevailing in 1959, for
vhich year data are available, the average 1968 prices were deflated by
the consumer price index (see table 30), An attempt was made to use
information for the same enterprises for the two years, which limited the
number of observations., It will be seen that prices fell in five of the
nine oountrieé considered, In Argentina, there was a drop of just over
10 per cent in both a ﬁublic and a private enterprise, The reductions
in the real price of 1 kWh sold by the.largest private company in Peru
and by the Comisién Federal de Electricidad in Mexico were 22 and 17 per cent,
respectively, In the case of the latter enterprise, a radical change took\
place in the composition of consumption, parallel with its expansion since
1960 when Mexice nationalized its electric power industry, Venezuela also
registered a drop in unit prices, which was minimz1 for the State enterprise,
CADAFE, but as much as 17 per cent in the case of one important private
company, In Panama, the price of 1 kWth sold by the Compafifa Panamefia de
Fuerza y Iuz dropped 30'per cent between 1959 and 1968, Of the three
countries where inflation was mest acute, it is curious to note that the
real average sales price rose in Brazil and Chile, and fell by about
10 per cent in Argentina,

There were also changes in consumption by type of user of the energy
produced. For example, one Brazilian State enterprise showed a rise of
12 per cent in the over-all price, which reflected the same average price
for industrial consumption, minor increases in the commercial sector and
larger increases in the prices of household supply., In contrast, the
Empresa de Energla Eléctrica de Bogotd spread the increase in its average
price (19 per cent)} over both industrial consumption (86 per cent) and
conmercial consumption (54 per cent), while the price of 1 kih of
household supply remained practically unchanged from 1959 to 1968,

: 7 6., Steel eﬁtérprises . 0
(a) Importance in the sector '
In 1966, out of a total of seventeen ma jor integrated enterprises

producing 80 per cent of the region's steel, eight were State enterprises
proper and accounted for L7 per cent of production (see table 31); two others,
with mixed private and public capital, accounted for 12 per cent; two
cont.rolled by foreign capital accounted for 7 per cent; and the remaining
five, owned by domestic private investors were respbnsible for 1l per cent,

/Table 30
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LATIN AMERICA: AVERAGE SALES PRICES OF ELECTRIC ENERGY

{Average price of 1 kilh in 1959 nastional currencies)é/

Argentina
Servicios Eléctricos del Gran Buenos Aires
Compafifa Italo Argentina de Electricidad
Brazil
Central Elétrica de Minas Gerais
Colombia
Empresa de Energia Eléctrica de Bogotd
Chile
Bmpresa Nacional de Electricidad
Compatifa Chilena de Electricidad
Costa Rica
Instituto Costarricense de Energfa Eléctrica
Mexico
Comisidn Federal de Electricidad
Panama '
Compafifa Panamefia de Fuerza y luz
Peru
Empresas Eléctricas Asociadas
Venezuela
C.A. de Administracién y Fomento Eléetrico
C.A, Eléctrica de Caracas

1959 1968
1.92° 1.72
2.21 1.92
0.989 1,098
0,0517 0.0703
0,016 0.0176
0.0245 0.0359
0.097 0,110
0.202 0.167 ¥/
|
0.045 0.031
045 0,35
0.122 0120 %
0.116 0.097

- Source: Annual reports and balance sheets of enterpriseé.

_ g/  The 1968 prices were deflated by the consumer price index,

' b/ Figure for 1967,

/Table 31
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Table 31
LATIN AMERICA: OUTFUT OF THE LARGEST STEEL ENTERPRISES E/
{Thousands of tons)
Steel Steel
ingota products
Argentina ' 1697
Sooledsd Mixta Siderurgle Argentina (SCMISA) 1 s Bub 529
Altos Hornos de Zapla s 82 38
Dalmine Sideroa S.A. SI Pr 163 94
Industrie Argentina de doeros (ACINDAR) - o8I Pr 89 230
Establesimientos Metalfirgleos Santa Rosa sI Pr 110 112
La Cantébrioa sl Pr 57 56
Brazil , 4 902 '
Companhia Siderdrgioa Nacional 1 s 1334 1 007
Usines Siderdirgloeas de Minas Gerals I S 649 502
Companhia Siderfirgioa Pmolista {COSIPA) I s 558 413
Companhis Siderfrgloa Belge-Mineirs I Pr 538 430
Companhia Siderdrgisa Munnesmann ) Pp 260 219
Siderdirgica Rio Grandense sI Pr 146 123
Cempanhia Agos Itabira Asesita b s 131 77
Stidertrgica Barra Mansa 1 . Pr ‘ 113 96
Siderfrgiee Jo Lo Aliperti S.i. I Pr 102 8l
M. Dedini SeA. Metaldrgioa ST Pr 83 78
Companhia Ferro e Ago de Viteria SI s - 69
Usina Siderdrgioa SEo José S.d. : ST Pr 69 51
A9os fnhangzuera sI Py : 72 L7
Colombia . 257
Averfas Faz del Afe S.4. 1 Pr 196 164
Chile 7
Coppafife de Acerc del Paoffieo (CaAP} I s 592 450
Mexico : 3_“2.1
Altes Hornos de Méxiso S.4. I s 1374 925
Compefifa Pundidora do Monterrey Sei. I Pr 621 395
Hojulata y Idmina S.A. 1 Pr 453 388
Tubos de Acere de México (TAMSA) SI Py 244 163 b/
Aooros Eeatepes sI Pr 78 93
Peru 192
Sooledsd Siderdrzioa do Chimbote {SCGESA) I s 61 51
Venezuela 8ko
Siderdrgiea del Orinoco C.4. (SIDOR) S | 5 S ves
latin Amerioca 11 963

Sourge: Instituto Latinoamericano del Flerro y del Aesero, Revista latinoamerisans de_Sidertirgies, N? 125,

September 1970; Ropertoris de las Empresas Latincamericanas, 1969; MNaciopal Finanslera S.d.:
Informe de Astividades 1969, (Maxico i; Compafifs de Acarc del Paoffise S.h.: Memoria Anual 196B/69;
Centro de Industria Siderdrgiea: le Siderurgia Argentima en 1968,

a/ The reglonal and aountry totals ara for 1969, The cutput of eush enterprises is normally that for 1967,
except for the Brazilian enterprises, SOMISA in Argentina and AHMSA and TAMSA in Mexioo, whioh 1s the
output for 1968. The figures for CAP in Chile correspend to the Finanolal year 1968-1969, The entrles
against sash enterprise indicete the following: I ~ integrated enterprise; SI - semi-integrated .
enterprise; S - State enterprise; and Pr -~ private entorprise. '

b/ 4lse produses 11l OO0 tohs of spongs iren.
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Steel enterprises have to inecrease their capital continually to
finance the large amount of investment requlred to keep pace with the
rapid growth of demand, For example the Chilean Compafifa de Acero del
Pacffico (CAP), which began operations in 1950 with a capital of 15 million
dollars, by 1969 had a subseribed and paid-up capital of 79 million dollars,
The capital and reserves of Altos Hornos de México S.4. (AHMSA) increased
at curren£‘prices=fram 313 million pesos in 1958 to 1,166 million in 1967,
Thewe increases in capital may reflect changes in ownership as, for example,
In the Colombian enterprise Acerfa Paz del Rfo, with an annual output of
200,000 tons, which has passed almost entirely into private hands as a
result of a fiseal measure granting tax exemptions to persons purchasing
shares in the enterprise at face value in an amount equal to their tax
liabilities. The opposite has happened with CAP in Chile ~ whose anhual
output of steel amounts to 592,000 tons - in which the Goverrment's share
was gradually reduced as a result of increases in capital until in 196% it
amounted to only 25 per cent of the total. In 1969, however, the Chilean
- Development Corporation purchased shares from private shareholders until
it had secured 52 per cent of the total share capital. K

According to a survey made in 1964 by the Latin American Iron and
Steel Institute,gi covering twenty-two integrated and semi~integrated
enterprises in the region, investment financing came from the following
sources: 43.7 per cent from the public sestor; 5.7 per cent from the
domestic private sector; 2.5 per cent from the external private sector;
about 19,5 per cent from domestic credit and roughly the same proportion
from external credit, while reinvested profits*accounted for only
L.6 per cent,

The situation of State steel companies varies a great deal from
country to cowntry, In Argentina, the State enterprise Sociedad Mixta
Siderirgica Argentina (SOMISA) accounta for about 55 per cent of domestic
steel production, with a sales volume of 70,000 million pesos. The other

21/ TLAFA, Condiciones econdmicas gue regulsn el crecimiento de

produccidn latinosmericana de acero, a document presented to the

Second United Nations Inter-regional Symposium on the Iron and
Steel Industry, held at Moscow, September-October 1968,
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integrated enterprise in Argentina is Altos Hornos de ZAFLA, a public
enterprise managed by the Direéccidn General de Fabricaciones Militares

which accounts for slightly over & per cent of demestic output.. The
remainder is produced by semi-integrated enterprises, notably Dalmine
Siderca, Industria Argentina de Aceros (ACINDAR), Establecimientos
Metalirgicos Santa Rosa and La Cantdbrica, which account for over 30 per cent
of total ingot production, Dalmine Siderca produces about 100,000 tons of
seamless pipe ard ACINDAR about 230,000 tons of rolled products,

In Brazil, four large State enterprises account for 60 per cent of
steel output in ingots and 57 per cent of the output of rolled products.

In 1968, the Compafifa Siderirgica Nacional produced 1.3 million tons of
ingots at its Volta Redonda plant, and over 1 million tons of rolled
products, In terms of volume of production, it is followed by Usinas
Siderurgicas de Minas Gerais — USIMINAS (650,000 tons), Sideriurgica Paulista
(COSIPA) with 560,000 tons, and ACESITA, Some 21 per cent of the capital

of USIMINAS is Japanese~owned. The main private enterprises are Compafiia
Siderirgica Belgo-Mineira (540,000 tons) and Compafifa Siderirgica Mannesmann
(260,000 tons), both with some share capital of foreign origin.

Another large steel company in the region is the State enterprise
Ktos Hornos de México S.A. which produced 1,374,000 tons of ingots at its
Monclova plant in 1968, accounting for 40 per cent of national broduction.
There are also two other integrated steel enterprises in Mexico, controlled
by private capital, which receive finanecial support from the Goverrment
through Nacional Financiera S.A. and the Banco de México and produce. .
approximately 35 per cent of national output, namely Compafifa Fundidora
de Monterrey and Hojalata y L&mina S.A. Notable among the semi~integrated
enterprises in Mexico is Tubos de Acero de México S.h. (TAMSA) which
produced 111,000 tons of sponge iron and 244,000 tons of steel in 1968,

fmong the other integrated enterprises in the region are Siderirgica
del Orinoco C.A. (SIDOR) in Venezuela, which is a State enterprise and a
subsidiary of the Venezuelan Guayana Development Corporation whose output
accounts for roughly 80 per cent of total national st.ée]‘. output; and
Sociedad Siderirgica de Chimbote (SOGESA) in Peru — also a State enterprise —
which has a smaller output. | |
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(b) Financial resiilts of operations
The financial results shown on the balance sheets of the steel

enterprises are relatively favourable, although the surpluses are not
generally large enough to finance expansion programmes,

A look at the financial situation of the largest state steel enterprises
in the region can provide some indicatioen of their profitability and the
structure of their expenditure (see table 32). All the enterprises
considered showed & surplus in the period studied, ranging from 5,1 per cent
of the value of sales in.thé case of AHMSA (Mexico) to 19.5 per cent for
SOMISA (Argentina); the comparable figure for the largest Brazilian
enterrrise, Compafifa Sideriirgica Nacional, was 5.6 per cent, and for CAP
(Chile) 9.3 per cent, - - |

Expressed as a ratio to capital plus reserves, profits by CAP
amounted to 14.6 per cent and AHMSA 8 per cent. The Brazilian Compafiia
Siderirgica Nacional had a ratio of 5.4 per cent in 1968 (disregarding
the deficit stemming from its administration of the Usina de Mogi das
Cruces), but in 1969, aceording to a survey covering a large number of
enterprises in many branches of Brazilian industry,g- it had raised this
ratio to 7.8 per cent, The ratio of profits to capital and reserves was
L7 per cent for USIMINAS, a semi-public enterprise, and 21,3 per cent
for the private enterprise Sidermirgica Mannesmann, The ratio was negligible
in the case of COSIPA and only 1.4 per cent in the case of ACESITA, but
this was due to the fact that both these enterprises are in the process of
expanding dapacity ard therefore current preoduction is not in line with
the high 1ev§1 of their capital and reserves,

Both the Compafifa Siderirgica Nacional and AHMSA have experienced
a decline in their profits/sales ratios. Up to 1965, the former achieved
high ratio (in 1963 it was 29,4 per cent), while for AHMSA the profits/sales
ratio fell from 6.9 to 5.5 per cent between 1960 and 1967, and -the ratio
of profits to capital and reserves from 12 to 7.8 per cent,

22/ "Quem & quem na economia brasileira?, in Yisao, August 1970,
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Table 32

&

LATIN AMERICA: RATIOS INDICATING THE FINANCIAL POSIPION OF FOUR STEEL ENTERPRISES

{Poreentages

Companhia
SOMISA Siderdrgioa CapP AHMSA
(Argentina) Naolonal (Chile) {Mexice)
1969 {Brazil) 1968-63 1967
1968
Profits/Capital and serserves - cos 5.4 14,6 8,0
Profits/Sales ' 19,5 C.6 9.3 5.1
As a paroentage of salest:
Administrative costs and expenditurpe 67.8 4.2 71.€ 72.9
Depreclation and amortiza.tion * - 11,7 11.5
Taxos 16,9 - 5.3
Interest on long-term loans " L 2.8 Galt
Other interest payments and -3 5
financial expenditura .9 1.8

Source: Amnual reports, ascounts and balance-gheets of the enterprisea, except in the case of SUMISA,

for whioh the data was obtalned from the Ministry of the Treasury, Direcoién Naolonal de

Progremasifn Presupuestaria, Finanzas del sestop pthlieo 1266-1220.
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In Chile, CAP's ratio of profits to capital and reserves has been
very variable, In the period 1952-1955 it averaged 24 per cent, fell to
11 per cent during 1956-1961, and then rose to 22 per cent in 1963-1964,
since when it has fluctuated around the 12,8 per cent mark, SOMISA in
Argentina, on the other hand, did very well in 1969 {a rrofits/sales
ratio of 19,5 per cent), and very much better than the average for the
preceding three years, which was 10 per cent, '

The profit ratios of these enterprises are not very closely related
to the price trends of certain steel products 2/ in the major domestic
markets, particularly in the case of SCMISA, In Buenos Aires between
1965 and 1969, the price of concrete reinforcing bars and zine~coated
sheets declined by about 20 per cent in real terms; prices for other rolled
products and wire rods declined by about 25 per cent and for angles and
flats by about 36 per cent. :

Over the same period, prices for all rolled products in Sao Paulo
fell by about 9 per cent, but for all other steel products they rose by
5 per cent. In Santiago, there was a general price rise for steel products
of 4O per cent; in Mexico City prices declined in varying degrees, ranging
from a 17.5 per cent drop for wire bars to he4s per cent for rolled products,
except for concrete reinforcing bars which rose slightly in price.

The role played by profits in the financing of capital expenditure
in these enterprises has varied a great deal and has been influeiced in
particular by the scale of investment, which itself is dependent on the
achievement of expansion programmes. The profits of SOMISA in 1969
and CAP in the financial year 1968-1969 were well above the level of real
invesizent in the same years (virtually double for SOMISA and 5% psr cent
greater for CAP), and yet SOMISA's over-all surplus was not large enough
to cover all capital expenditure owing to the high level of expenditure
under the head of "Other investment!, With Compafifa Siderurgica Nacional
in Brazil, profits represented 87 per cent of capital formation during

1968, and in Mexico in 1967 AHMSA's profits did not amount to as much as
half real investment {see table 32).

23/ The data on prlces for steel products were obtained from ILAFA, Anuario
Estadfstico 1969, and deflated using appropriate consumer-price 1ndexeao

/Tt is



E/CN.12/872
Page 92

It is somewhst more difficult to compare the structure of expenditure
in these enterprises owing to differences in the presentation of data,
There is a striking similarity between CAP and AHMSA as regards the
structure of expenditure in relation to sales. Expénditure in respect
of interest and financlal costs is relatively high for both; almost the
same level as profits in the case of CAP and appreciably higher in the
case of AHMSA, Worthy of note is the effect of taxes in the Compafiia .
Siderirgica Nacional, which unfortunately could be compared only with AHMSA
for want of information,
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IV. POLICY ON THE PUBLIC ENTERPRISE SECTOR:
ALTERNATIVES AND QUERIES

( The importance and far-reaching inflﬁence of public enterprises
highiight the need to define a poliey on their operations and functions,
As was said at the beginning of this chapter, that need does not appear
to have bsen satisfactorily met up to now. _

This lack or inadequacy could be put down to several factors, one
being the diversity of the activities concerned, and the other the
incorporation of enterprises in the sector over a long period of time,
in response to differing needs and with different degrees of urgency
which sometimes coincided with the requirements of different stages of
development, Moreover, the very conception or grouping of State enterprises
as a "sector” ig a departure from the normmal prbcedure of lumping them
together with private firms under the heading of Menterprises", However,
there has been a clear trend, particularly in Burope, towards considering
public enterprises separately and as a whole sector.

In view of Latin America's position with regard to public enterprises
and the field covered by this paper, a brief review and discussion are in
oxder of the aspects which are most relevant and must be defined in any
policy or policies that may be formulated for the sector,

Starting with the points that are diréctly relevant and about which
there is the least argument, the first question to be considered is what
role the sector might piay in the accumulation of investment capital.

Mention has already been made of the many different views expressed
for and against public enterprises. However, recent trends scem to indicate
that the balance is inelining in their favour, This is made clear in a
detailed study on reeent policy orientation in different representative
economies,® in which it is stated:

24/ See "Improving profit performance of public enterprises in developing
countriest (ST/ECLA/Conf,35/L.8), pages 3 and &4, paper presented by
the Public Administration Division of the United Nations to the
Meeting of Experts on Administration of Public Enterprises in Latin
America and the Caribbean (Santiago, 17~22 November 1969),
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"..., in several developing countries observed, the sentiment of

supervisory authorities is increasingly more favourably disposed

to the eommercial profitability eriterion. In India, to begin

with, public enterprise was characterized, when development planning

was ingtituted, as 'actuated by basic development objectives'. In

the early days of developmgnf planning, there was evidence of offigial

hostility to the notion of commercial profitability. Mere recently,

a different doctrine has been enunciated, namely, that public

enterprises should behave so as to generate surpluses or profits for

self-financing of their eapital expansion. Proponents have pointed
out that self-financing out of retained earnings has been a major
source of capital formation in private industry in developed
countries. Referencé has also been made to the fact that State
enterprises in the Soviet Union and other centrally-planned economies
are conducted so as to yield a 'profit! for financing high rates of
capital formation. The shift away from the practice of 'no profit,
no loss! in the British nationalized industries together with the
renewsd emphasis on profitAin the recent Soviet reform programme
have reinforced this trend of officisl thinking. The profitability
criterion, it seems, has now become the accepted official doctrine,”

A Brazilian authority, on a study of the problem of the financing of
the public entefprises that would form the nucleus of economic expansion
(petroleum, electric energy, steel and iron are), pbints to .three principal
means of gction;‘accumulation of funds through.forced saving, a profitable
comrercial poiicy, and doing away with paternalism in the social services
that are financed by price subsidies and other means.gz/

Of course, no simple deductions can be drawn from the prevailing
trend, and the diverse levels of preparedness of the different public
enterprises to become profit-makers cannot be left out of account, Some
would have no difficulty in doing so because of their favourable position
on the market. For others, however, it would be almost out of the question
and they could become profit-making only, within certain limits, as in the
case of railways, whose position has already been discussed.

25/ See Antonio Dias Leite, Minister of Mining and Energy in Brazil,
PEmpresa publica e desenvolvimento econémico” (Rio de Janeiro, 1965).

/On the




E/CN.12/872
Page 95

On the other hand, it might also be possibie to .apply a policy of
profitability to the sector as 2 whole, or even to groups of similar or
related enterprises, and not to each individual firm, This point will
be taken up again later, when internal relations in the sector are dealt
with, o - |

Lastly, aceount should be taken of the fact that investment is not
a steady flow and of the magnitude of the resources required for expansion.
~ ®bviously, these investment requirements camnot, as a rule, be met from
the enterprises! over-all surplus or even from that of the whole sector
when it is under co-ordinated management, Recourse would have to be had
to other sources of savings, and for that pur;ose it would doubtless be
an advantage for the individual enterprises or the sector as a whole to
have fairly large operating surpluses which wou],,d help to meet the
comnitmenta undertaken in the circumstances described sbove,

It should not be inferred from the above that the formation of capital
for investment or, in other words, the profitability of the enterprise,
depends solely on decisions concerning prices and rates. Other factors
that have an influence were mentioned earlier, such as the general efficiency
of operations and wage and salary levels, These are subjects about which
there has been considerable controversy, and their complexity precludes
the possibility of any clear—cut approach that could be generally applied.
‘At all events, it seems very clear that the approach to these and other
relevant questions will depend to a large extent on the adoption or
rejection of the basic orilentation deseribed above, that is, that the
enterprises concerned or the sector as a whole should play an important
part in the formation and mobilization of savings for priority investment.

For these reasons, there is no doubt that State ownership of
enterprises and the trend towards nationalization of the most important
public utilities has, in theory, increased the chances of applying a
rolicy of the type described above, |

1
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l, Position in the public sector and
in planning machinery

Another important question which has not yet been properly clarified,
and is therefore still controversial, is the position of public enterprises
in the machinery of government, i.e. their links with government.

The main point of discussion is well-known and is summed up by an
- authority already quoted, who points to the need for a uniform legal
status that would guarantee the autonomy of public enterprises with respect
to the government bureaucracy and, at the same time, make effective control
of the enterprlses p0331ble.g§/-

When the subject is analysed the effects and the importance of
the sector's heterogeneousness, in respect of both operations and of
legal form are obvious, which, in turn, imply different forms of
management or State control and, as a result, different fbrms of
integration in the public sector,

As is stated in a specialized document, in this variety of situations
"a continuum can be observed" in which turbulent interrelationships
predominate, "at one end of which are the enterprises subjected to the
numerous conflicting pressures exerted by the various components of the
central guiding nucleus, to many regulatory measures which have a
paralysing effect and to ambiguous power relationships. At the other
extreme are the enterprises which maintain univocal power relationships
with some components of the nucleus, generally the Office of the President,
relations which are similar to those of a feudal lord with a king", 2/

The other aspeect to be discussed is the place of public enterprises in the
planning process and machinery, As is observed in a recent study, the practice
has been to- treat the sconomy mors or less frem a sectnral/technological
anglé, and it is not often that an institutional-conception of public

26/ A, Diaz leite, "Empresa piblica e desenvolvimiento econémico”, Ops cit.

27/ See "Interrelationships between public enterprises and the central
government; their implications for performance! {ST/ECLA/Conf.35/L.2),
paper presented by the ECLA Public Administration Unit to the Meeting
of Experts on Administration of Public Enterprises mentioned in
footnote 24.
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sector participation is observed. Thus, although the plans refer to
many S'bate-actiw‘_ties, for which targets are fixed and funds assigned,
especially those connected with the creation of capitsal and the production
of commonly used inputs, they always do so from the point of view of the
sector and productive activity, and not from the institutional angle that
defines the scope of the public sector and takes account of the
characteristics that are peculiar to it.z—sf

The problem is particularly clear in the light of what was said
above about the areas of State control or State dominion., Cbviously, 1if
the responsibilities and decisions of the central goverment and of the
public enterprises are to be considered separately and as a whole, it is
first necessary to define the field ﬁh'ich can best be governed by econcmic
policy —~ a field in which, as has been seen, a high proportion of total
investment is made,

Moreover, & rough definition of this kind might help to specify
and distirignish instruments that are suitable for implementing and
proroting the planning directives in the publie enternrises segtor, where
the govermment is deminant and in the others (the sphere of private

enterprise) where its influence is more indirect.

2. Inte rganization of the pub
ente tor
A third subject that should be considered is the internal organization

of the public enterprises sector, which may be said to counterpart or
complement to their organic incorporation in the public sector. A4s will

be shown, these two aspects are closely intefrelated, and it could even

be said that the solution of the first probiam might be a decisive step
forward towards the solution of the second.

_2_8/ See Ricardo Cibotti and Enrique Sierfa, El_sector piblico en la

igacidn del desarrollo, Textos del Instituto T.atinocamericaro
de Flanificacién Econdmico y Social (México, Edito._ria.l Siglo XXI,.1970)«
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Despite attempts to regulate operations in the private enterprise
sector (or in some parts of it) through a central development agency, the
enterprises are usually widely scattered and without connecting links.
For the reasons already given, the sector is more like an archipelago
than a solid mass,.

There seems to be general agreement that the situation has many
disadvantages and could be improved by greater internal co-ordination
or inmtegration, Naturally, this does not only, or necessarily mean
clumping all the various units together under some higher authority. A
far more realistic approach would undoubtedly be to adopt one of the various
methods of integrating more or less similar enterprises, though it would
always be useful, in principle, to have a common centre linked with the
govermment or the plénning authority.

None of this, of course, would entail interference in the actual
administration of the individual units; basically, it would merely nean
the adoption of a concerted plan of action and common standards in certain
areas of fundamental importance.

One of these areas might be the handling of the sector's current
resources, An interesting possibility along these lines would be the
creation of one central govermment account for publié enterprise furds
80 as to promote greater concentration of resources and greater flexibility
in their use, Under this system, which few Latin American countries have
so far adopted, the cash receipts of all centralized and decentralized
public institutions must be deposited in current barnk accounts forming
part of a single or central account administered by the Ministry of

‘Finance., Consequently, the balance on the central account is equal to
the sum of the balances in all the subsidiary accounts, and the Ministry
can draw on a certain percentage of the accumulated total, In Chile,
where the system has been operating since 1959, the Ministry may draw up
to 70 per cent. Both central ard subsidiary accounts are with the Banco
del Estado,

The obvious advantage of a central govermment account is that

better use can be made of the publie funds, since it pfevents the kind of

situation where, while an excess of income over expenditure is generating

/1arge surplus
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large surplus cash reserves in one enterprise, another is obliged to

cut down its disbursements because its earnings are insufficient, It

is important for the State to be able to transfer resources from enterprises
with surpluses to those showing a deficit in two cases: first, to deal with
any seasonal fluctuations in the income and expenditure of public instituticns
and, secondly, in cases where an enterprise is permanently, or for long
pericds, generating substantial -cash surpluses. This, for instance, haa

been precisely the situation of Chilefs Enpresa Nacional de Petrdleos for
many years,

The point should, however, be made that two fundamental conditiona.
must be fulfilled if the central govermment account system is to work
efficiently, First, a certain amount of programming is necessary to
indicate the probable trend of the enterprisest cash balances, so that
estimates can also be made -~ even if only roughly and in accordance with
the country's monetary policy — of the percentage of the combined balance
on the central account to be drawn upon by the Ministry of Finance,
Secondly, the comnereial banks should not be allowed to use increases in
the cemtral goverrment account reserves as a back;{ng for larger loans to
the private sector, since this would diminish the flexibility with which
the account can be used in the context of the over-all monetary programme.

The opposite situation arises under the system of water—-tight
compartments, sometimes based on a variety of different *funds" (Public
Works Fund, Housing Pund, etc.,) where there is no possibility of transferring
resources from one compartment to- ancther, even on a temporary basis. A case
in point is the operation of National Housing Fund (Fondo Nacional de la
Vivienda) in Uruguay in 1970, Established in 1969. and mainly financed
out of a tax on wages and salaries, this Fund, which was to have started
to develop a housing construction programme, last year accumulated unusec
reserves amounting to nesrly 10 million dollars in value {about ene eighth
of Uruguay's total direct public investment), which were left lying in
banks ard were one of the main reasons fer the ahrinkage in the amount
of money in cireulation during that period, . At the same time, other oriority
sectors, such as trangport, were suffering from an acute shortage of

govermment. funds which prevented enough monay being invested to meet the
country's needs, -
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3. Integration for other purposes

The opportunities ocutlined above may also arise in other more important
spheres, which were dealt with in the section on the influence of the publie
sector, 7

For example, prospects would obviously be brighter if various forms
of internal integration were applied to such fields as the promotion of
local capital goods industries, capital goods import policies, and the
adaptation and development of technology. Naturally, whatever the present
importance and, above all, the future potential of the principal pudlic
enterprises — even if they operate independently -, would substantially
increase if procedures and instruments were established to co-ordinate
policy,

By and large, the various stages of this process and the methods
employed closely resemble what has occurred in certain countries at Lhe
centre as a result of the emergence of conglomerates and the subsequent
decline in the impsrtance of the old kind of monopoly or oligopoly. As
in the case of conglomerates, the fundamental factor in the association
or co-ordination of separate public enterprises is the existence and
eperation of a pool or joint fund of current and investment resources,
administrative talent, and opportunities for developing and assimilating
technological innovations,

Thiz is not, of course, te advocate the creation of one vast public
conglomerate, All that is intended here is to point out that the trend

is towards g greater co~ordination of Goverrment enterprises, under any
number of forms,

4 Function of the public enterprise sector

There are two fundamentelly different approaches to the sector's
role and to its relations with private enterprise. Aceording to one schocl
of thought, the public enterprise sector is merely an extension of the
State's traditional responsibilities, dictated by circumstances, which
does not affect the basic division into public and private sector. Seen
in this light, the sectorts legitimate activities would be to build up

/the infrastrueture
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the infrastructure and other basic services so as to improve the performance
of private enterprises, Moreover, when the State, for imperative reasonms,
must go further than this, such a situation is regarded as essentially
transitory, pending the reversion to the private sector of any activities
that play more than a supporting role., Actording to the other school of
thought,, the public enterprise sector should have broader and more
autonomous function, namely, that of becoming (in association with the
central govermment) the motive foree behind the expansion and erientation
of the development process, |

It is not for the author of this study to take sides. The situation
as it stands in Latin America today, presents a whole rahge of experiments
in this field, with different methods, different emphasis, and with more
or less lasting results, according to the cage. One point that must be
made, however, is that, whatever the dominant approach may be, policy
towards the sector must be faithful to, and consistent with, the formulation
adopted, since ambiguities and contradictions in the decision-making process
may be far more harmful and have more fan-reaching consequencés than a

leaning in one direction or the other,

5. Expansion and diversifieation of State activities
The question that has just been discussed is obviously bournd up
~with another: the conflicting views about the expansion and diversification
of the public enterprise sector, which are the reflection of the broad
attitudes or schools of thought outlined in the previous section, For
those that do not hold the traditional view, a move in the direction either
of expansion or of diversification, apart from other.jﬁstifications, would
have the advantage of extending govermment operations to more pfofitable
activities than in the past, S

Here, even more than before, it is impossible to be absolutely’
objective or strictly technical about the situations The fact 1s that
.very few attempts have been made to do so and that the more traditional
kind of approach is far more common, One exception to this rule is the
study previously mentioned, which endeavours to drav a distinction between
enterprises constituting the "nucleus of economic expansion® that it refers to,

/which must
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which must be goverrment~run, and those intended or more suitable for
private management, The author of this study peints out that the industries
composing the micleus of economic expansion utilize élimited range of
technology, with few innovations. Their range of activity is relatively
limited: certain services, electric energy, two or three kinds of coal

and a few dozen petroleum, common steel and iron products, These sectors
are assured of fairly easy access to the vast range of international

" know-how, either by ordering models, designs and specifications or

through technical assistanece,

The industries in the second group, the author continues, are more
numerous and produce every kind of article. Most of them employ a wide
range of constantly evolving know~how often bound up with processes and
equipment which are covered by patents or involve facilities that are the
exclusive property of international enterprises, In some cases, these
innovations can only be introduced into the national economy by allowing
the foreign enterprises that are the only possessors of the know-how into
the country, while in others, it entails the signln§ of sharing agreements
between the foreign and the nationsl enterprises. 22

A number of objections can, however, be levelled agalnst these views
on the allocation of functions,, and not only on political and ideclogical
grounds but also for a more important and less debatable reason: namely,
the fact that the framework and functions of the private and public ssctors
elso have their historieal dimension, that is to say that they change over
time and according to circumstances or the stage of social developuent,

To understand the situation properly, them, it may be more useful to take
into aceount the major changes that have ocourred and their possible
implications, ' '

~ Looking at the problem from this angle, it would, for example, be
helpful to bear in mind that, under the new or existing conditions of
economic development in Latin fmerica, the traditional idea of conflict
between the public and the private sector often no longer has any meaning,
This iz due to the faet that from the frequently —~ and especially in
connexion with certain important basie industries that are leaders in
technological progress =~ the real choice is betwsen publie or semi-public

29/ ?ee A. Dias Leite, op, cit. /enteri) rises and



E/CN.12/872
Page 103

enterprises and foreign or international enterprises. At the same time,
there is the ebvious fact that, in many Latin American countries, the
expansion and diversification of the State enterprise sector « far from
being an obstacle to private enterprise or competing against it - has
definitely had the effect of helping the private sector to extend its
operations,

Of course, this does not mean that the various problems inherent
in the management of public enterprises should be overlooked; these are
amply illustrated by the discussions that have taken place both in
industrialized market economy countries and in socialist or centrally-planned
economieéa

/APPENDIX






Table A
LARAGENTINL: OPERATION OF THE LARGEST PUBLIC ENTEAPREISES; FINANCIAL RESULTS, 1969

{¥4iltons ef posos) '

&/ Difference betwesn incoms from sales of goods and services, and expendituro on wages and salarles, social seeurity, purchase of raw materials, equipment, services and interest payments, Only ;’BE’_‘

income from sales was considered so as to eliminate subsidies and other ourrent transfers that might distort the resulte for the astual cperation of the enterprise. m QO

b/ Purchase of caplial goods, finanoial investment end inoreases on stooks,. . ‘:_"f'

\,Lj‘ of Entimates, based on datu from warious sourges, SJ‘E;\

£ 4/ Includss 288 million pesos in the form of government contributions. [

o &
o

Current income Current expendlture Opor Capitel sxpernditure €epital income
i atil Amor- 5
Selas Total J:ﬁ:B Inputs Total ﬂnrpﬁs ﬁxw::t_ f:s::t- t1zation Total ::.;h:l Loens Other
selaries a/ ment ment b/
Fanufaoturing
Industrias Moodnicas del Estade (iME) 10 238,410 563.5 1 517.6 8 339.5 10 317.6 1542 9.0 - - 59.0 2u5.9 . - 14.8
Talleres de Reparasiones Navales (TARENL} 958.9 1 050.2 708.5 507.1 1 070.0 ~111,1 289.8 - 16.0 305.8 ~19.8 47.9 45.8
Astilleras y Fébricas Navales del
Estado (4FNE} 4 319.0 4 €81.0 1 815.0 2 37540 4 190.0 129.0 324.0 - - Ja4.0 Lgl,0 - -
Direcoibn Naclonal de Industrias Estetelss 4 0og.1 5 085.2 1 342.8 1 $71.0 3 B74.6 375.8 33542 982,0 64,0 1 38%.2 1 210.6 179.8 198.5
Scotedad Mixta Siderurgle Argentins €9 765.5 72 226.7 eer 57 6843 12 08,2 7 048,5 15 180,0 1262.5 23 h9l.h 14 Ska.b M.y
Mining -
Yaoimientos Petrol{feres Fiscalas 214 137.0 214 137.0 37 867.0 105 648.0 148 352.0 65 785.0 &7 890.0 4,0 12 922,0 80 826,0 65 705.0 2 356.0 -
Gas del Estado 53 598.0 54 é97,0 10 189,0 24 Ly0,0 L5 750.0 7 848.0 15 695.0 - 13 Y440 23 13%0 8 skr.0 1 644,0 -
Yaoimientos Carbonfferos Figoales 2 230,6 2 59%.3 7 282.4 2 8940 5 589.8 -3 359.2 U L41,5 215,7 1 4834 2 99645 - 36:4
Transport end related activitias . %
Emprese. Ifnens Marftimas Argentinas {ERa) 22 177.1 22 336.6 7 763.5 13 580.5 22 931.9 -115,3 2 720.0 - 698.6 3 8392.6 B4, 7 - 212,3 g
Eapresa Flota Fluvial del Estadae -
Argentino (EFFDE4) 5 964.8 6 228,13 3 95L.6 2 715,0 7 2244 -1 259,6 25.6 - © 323.3 38,9 «39641 - 206,7 t
Administracidn General de Pusctos 7 063,5 7 217.3 3 710,1 1 477.9 5 253.2 1 860.3 1 325.6 - 52.1 1377.7 1 64,1 - 13.4
Transportes de Buenss Aires Log. 0 409, 0 79.5 65.5 288.2 120.8 - - 26.1 26,1 120.8 - -
Empresa da Ferrocarriles Argentinos Bo £30.0 83 300,0 86 270.0 25 060.0 119 310,0 -33 590.0 - 17 000.0g/ - 20 000,08/ 37 6090,0 -38 010.0 7 000.0g/ 800.05/
Subterrdnecs de Buenos Alres 3 051.5 3 U515 2 361.8 760,0 3 201.4 -149,9 595.6 - 267.5 863,1 -149.9 - 30.9
harolfneas Argeniines 24 019,06 24 523.0 8 380,0 14 810,0 25 260.0 -271.0 35545 6C0.0 5 6341 4 589.6 =73740 - 757
Empresa Nacional de Telecomunicaciones U8 066.6 52 B69.5 24 396.3 5 769.6 723 3446 17 735.1 2 6004 - - 24 6004 19 524.9 93345 4ok, 2
Agua y Energfa Elfotrica 38 260.0 38 718.1 1z 436,3 11 568,68 25 019.3 13 277.5 26 380.9 1 175.1 2 755.4 30 625.7 13 698,38 3 960,6 1 463.6
Servicias Fléetricos del Gran Buenos Alres e aes sas . vas was 27 7H5.0 -613,0 7 726.0 34 8580 21545 13 307.0d/ -
Sourge: Secretarfa deo Estado de Haoiends, Diregoién Nacioral de Progremasién Presupuestaris, Desenvolvimiento de Egresos del Estado, afe 1969, Informe al Cuarto Trimesire, Buenos Alres, March 1970,
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Teble B
BRAZIL: CONSOLIDATED ACCOUNTS OF SELECTED PUBLIC ENTERPRISES, BY SECTOR, 1960 AND 1965

{Millions of new sruzeiros)

I
'
f
|
Sector &/ El Year Opsrating Hlages surplus d/  income ¢/ - investment lnvestment expen-
]
\

Current 1lncome : Current expenditure - ’ Total
Operating Other Fixed Pineasial sapital

Totel and + Ly .
insome b/ salaries Inputs otal digre

o

_ 1960 10,2 . 10.3 2.5 ave 7.5 2.7 - LR C.2 Y2
ne . 1965 204.1 204,2 42,3 30.6 06,7 974 - 43,7 1.7 58,6
Stael \} 1360 - 30,5 36,8 4.3 11,7 2540 %eb - 8.2 0.5 13.2
j 1965 k15,1 426,1 104,2 105,2 372.8 42.3 - 406,56 . 4,6 465, 6
1950 54,3 " 5.5 5.0 16.7 5.4 8.9 - 0.2 20,6 ver 23.9
Ghemsoals and petroleun 1965 ‘ 187747 19013 206,1 518.5 - 17M.7 143,0 0.3 17947 0.2 23542
1960 5.4 6.4 2.0 2.7 6.4 1.0 - 1.7 - 3.1
Menufasturing and other 1965 54,3 76.8 26,0 . 25,0 63.9 9.6 = . 5.6 0.1 154
. . 1960 0.6 0.7 0.1 0.1 0.3 0.3 - 7.0 - G.2 - 743
Electrisal energy 1965 122.6 1372 . 5.9 8.0 0.0 52,6 . 112.1 3164 4284
Pransport 1960 26.5 79.1 29,7 10,6 57.5 - 31,0 21,5 7ol - 10.3
r 1965 345.3 393.8 418,68 106.8 757.8 12,5 3607 N 0.2 777
Commnications 1960 2.4 11,0 7.6 o4 -11,0 8.6 - 0.8 -
B ;1965 32,0 W8, 6 110,5 2.3 1159 B3y - 13.1 Co-
5 14 ; 1960 . ses “an [X Y] ese s (1 2) L] X2 ass LR R
upptied 1965 7.5 9.7 2.2 0.2 6.3 C1,2 - " 1.8 - 4.3

90T ®8ed

28 /ETeNL/T

Sourse: Fundagdo Getullo Vargafs, Instituto Brasileire de Ecorcmia.

See attached 1list of the ehtarprlsas considered In each secstor,

Exeluding contributions and subaidies, whish appear under “Wther incomet.

Insluding scolal seourity sontributions. .

Difference between inoome :from operations and totael ourrent expenditurs, It was not possible to separate operailng from other expenditure in the lafter Figure.
Contributions and subsidia:‘s received undor the head of surrent income,

Inoludes, in eddition to fixed and flnansial investiment, changes in stocka, whioh in 1965 hed a negative slgn in eleotrls ensrgy, transpert and suppliss.

e R e
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Mining and steel

Companhisa de fpos Espaolais Itabira
Companhia Ferre o Agpo da Vitoris S.4.
Comparhie Siderurgica Naoional

Companhia Siderirgioa Paulista
Companhis Vale do Rio Dose

Usinas Siderirgloas de Minas Gsrals S,4,.

Chemioal
Companhia Nacional de Aloalis
Potroleo Brasileiro S.h.
Foed supply

Companhia Brasileira de Allmentos
Companhia Brasileira de Arwazonsgem
Prigor{ficcs Hasionales

Manufasturing and -other

Fibrlod Faclonal de Motores
Empresas del Patrimonio Nacional
Cempanhins Usimas NHaciomals

Trangport and ieations

Rede Ferrovieria PFedersl

loide Brasilelre

Administregao do Porte do Rio de Janeiro
Servigo de Havegnpno da Bacia do Prata
Serviye de Navegagao da Amazonia
Servigoe de jlavegagae do Porto de Pard
COompanhia Necilonal de Navegagao Costeira
Servipos Transporte Bais de Guemabara
Zenn Franoa de Manaus

Elsotrio energy

Centrais Eldtrisas Bracileiras

Central Elstrics de Furnss

Companhia Eleotricidade do Amapd
Companhie Hidroalétrica de Sac Franciseo
Companhia Hidroelétrica Vale du Paraiba
Termoelétrica de Charqueadas S.h.

/Table C
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Table C

COLOMBIAT OPEAATION OF THE LARGEST PUBLIC ENTERPRISES; FINANCIAL RESULTS, 1968
{Thousands of pescs)

80T e&ad

zl8 feTeND /T

OJerating Current experditure Operating - Other items Capital expenditure
%““m Vingos Furchese surplus  po b “Gther Direct Finanolal  Amortiza- Total
; af Baalgﬁiea m&tgf‘ials Total d/ :i:ns Loans Transfers inocme Total investmen®t  {nvestment tion 0
1 b/ o/
Manufacturing r
Eg Colomblana de Product:
g:;:;n;r;oa ane de frocuctes 15 973 3 571 1 295 5 690 10 283 20 625 - ~7b2 780 20 623 1§ 207 - 340 14 shy
Cementos Boyaod S.h. 39 W18 8 386 9 928 29 761 9 637 - - =237 -3 262 -3 bgg “ee seu ana weo
Industriz de Conoreto ; . . -
HINCO™ Ltde. 1 bas 410 763 1 246 189 - - «19 58 39 5% - 55
Empresa Colamblans de Petréleos 1 306 409 220 876 128 584 1 059 803 246 606 - 83 350 ~30 79% 181 296 233 852 452 868 98 160 30 831 581 652
Traneport and communications : )
Compafifa Naolonal d )
mgiew: onat < 12 951 4 152 3 183 13 348 =397 1 ¢co cem 364 4 188 i B2k ane “ae
Emprese. Puertos de Colombie 346 538 235 321 5 067 262 500 84 038 10 oca 46 099 -1 958 6 285 60 426 100 032 - 47 810 147 842
Corporacién Industrial ;
Aerondutica 2 514 2 090 1 030 b 036 -1 522 1 000 1 800 - 1990 b 790 1319 525 1 844
Empresa Colombiane de
Aerédromos 39 050 32 253 - by 747 -2 697 111 706 25 Bu6 -2 155 103 135 500 112 791 - 17 125 129 916
Forrooarriles Naciocnales 333 880 278 524 9 428 400 Ll ~G6 584 170 342 118 $27 -13 830 M5 235 230 204 194 684 - 22 591 217 275
Em Naclonal de Teleco- . ‘
Funicscionas o 455 558 2ho 485 23 864 311 635 147 963 L3 620 2Y 000 =109 79% . 11 242 -26 932 33 632 5 254 76 18¢ 115 116
Instituto Colcmblano de -
Energfe Eldotrice £/ 1 287 5 957 521 9 791 -8 soh4 231 189 458 503 815 22 230 611 107 765 385 12 615 32 592 810 532
Instituto de Mereadeo !
Agropesuarie g/ 699 u7én/ 58 8s0 1 672 78 253 623 223 17 610 170 811 -5 752 8 238 190 907 887 758 10 098 - By7 836

Source: Contralor{s General d: la Repfdblica, Informe Finanolers de 1968,

_/ Income From sales of gtods, pmduﬁta and gervises only,

b/ 411 expenditure on wages and salaries, soolal security and other spauial allowanoes,

J Only purchase of materials and supplies was considered,

g/ In addition to vages and salarises and purchase of materials, includes the peneral axpenses of the enterprise, exeept depreciation, and intorest payments.
e/

iy

74

b/

Ineowe and expenditurs that could’ nnt ba plaged uader any other hesding: insome includss surrent income, rents, reimbursements and other sapital resources, ¢to; expenditure includes depreciation
and interest payments.

The Inetituto de Energfa Eléotrica does net produse energy, but oarries out studles, builds irrlgetion, dralnage and hidrzulls works for elestrification purposes and sonstrusts hydro- and
thermo-elastric plants,

I : - 4
This Inastltuie 1s respensible maj.r';ly for regulsting foreimm trads in sgricultural products apd controlling the prioes of- those products on the national msrkets through the regulation of supply
and the ascumulation of stooks, .

Includea 631 767 000 pesos for sales of goods whioch 1s not Justified or explained by any opposite entries under operating
i

5



Table D

CHILE: OPERATION OF THE LARGEST PUBLIC ENTERFRISES; PINANCIAL RESULTS, 1968
(Mllions of escudos)

q eavy/

Insluding other capital expanditure.

Current inocme : Current expenditure ) Capital expenditure Finansing
. Operating . Net Other
Wages : amortize~ surplus Goverrmenmt transfers income
$ales Totael 8/ u?:‘:hs Inputs Total gf Inva;}ment t;::l:: Total ¢/ o:l:::i;;- Loans & h/
b debt '
Transport and ogmmuniostions

Empresa Portuaria 113.7 124,8 119.2 32,5 153.3 79 - 8.3 -28.5 55,1 - =346 147

Empresa Marf{iims del Estado 2943 49,8 26,0 .1 7.1 6.1 - £.3 -17.3 4.1 - ' - ~0.5

Linea Afres Nasional 139.6 175.8 Sy, 2 90,0 186.5 178.5 25,4 203.9 ~10.7 40,2 177.6 9.3 6.1

Ferrosarriles del Estade 313.8 378.0 u57.8 177.7 £63.1 132,7 6.6 133.3 ~285.1 3374 26.4 26.3 28.3

Emprasa de Transportes Colestives ' -

del Estade 6,9 51,5 " 54,9 36,2 9.1 2.9 - 3.1 -39.6 L3.8 - -0.3 0.8

Exprepa Naocional de Telesomunicaciones 33.1 3h,2 9.7 9.1 29,7 22,9 247 ug,8 10.5 28.9 5.0 - 0.6
Indusiry | . . . )

Industris Azucarera Haoionsl {IANSA) 237.3 2534 35.4 195.8 256.5 15,2 0.6 15,8 ~3.1 54,8 21.7 -36.4 -1.0

d3tilleros Marftimos del Eatado {ASMAR) 594 " 60,6 53.1 13.5 66.6 8.0 - 8,0 6.0 21,1 - =59 “l.2

Fébrica de Materiales del Efército (PAMAZ) 22,0 - 22,3 13.6 12,4 27.0 " 20 - ~2.1 by 8.2 Lz -2.4 -0,2

Conpafifa de Aserc del Pagffico {CaF} i/ 1 o464 1 056,5 .ur 820.4 7.0 wer 238,1 ves e
Mining . ’ o ‘ W ’

Empresa Naolonal de Minerfa (EMAMIL) 521.4 527.9 6747 400.6 he.1 46.6 107.9 154,7 47.8 726 33.1 -1l.1 12,3
Energy and fuel . ; '

Empresa Naclonal de Elsatrictdad (ENDESA) . 276.B 280,1 59.3 58.4 178.7 360.1 - 387.1 1014 137.6 96,2 - 55.7 -3.8

Empresa Nasional de Petréleo (EZNHAP) d28.0 828.1 - 8.8 B T 431.8 203.1 40,2 256.2 996, - 29,9 -57.9 -113.1

Petroqufmice Chilena S.i. - - - - - 23.9 - ~ 28.2 - 7.3 75 12,5 2.3
Commeras ‘ ’ . )

Empresa de Comereic Agrfsols (ECA) 99.5 102.2 L6 - 1,2 180.2 10,8 3.1 13.9 -78.0 56,6 37.0 ~7al 5.4
Services : ) . : ‘ ‘ -

Emprese de Ague Potable 7,6 79,0 29,1 . 12.9 43,1 274 .1 " 28,5 35,9 14 . 1.7 -11.9 1okt
Scupse;Ministerio de Heolendn, Diressisn do Presupuestos,Balance Consolidado del Sestor Piblico de Chile, affo 1965 y perfodo 1964-1968, Santiago, Chile, 1970, g%
8/ Apart from sales, includes investment insoms, insome under speoial laws, ste. & Inocluding eurrent contributiens by other institutions, of which only that the ‘g &
y Tnoluding soclal sasurity payments, : Parrosarrilez del Estado 18 of any size, current transfers to the private H%
o/ Including also interest on the public debt and other current expenditurs, except transfer payments. ssotor end ourrent and capital transfers to the publis B:a:o:. and other \%\
df Capital formation, purchase of assets and Finanefal investment. u/ 1!::‘1’;:10!15 in oash reserves, sale of assets, self-generated insome 3
o : : ®
£

Inaluding both current and cepital contributions from the Government.

i/ Fartial information from the report of the enterprise for the finanolal

year 1968.19563.
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Teble E

MEXICO: LGASEST FUBLIC ENTERPRISES, 3Y SECTOR, 1963

Mning
Compafifa Minere de Guadalupe S.h. o/
Compafife Minera La Floride de Muzquiz Sehe 3/
la Perla, Minas de Flerro Sed. 8/
Mexioana de Coque ¥y Derivades 5.4, b/

Patrolaum
Petrélecs Mexloanos
Digsel Nacional Se4. b/

Manufasturing
Industria Petroqufmica Naolonal S.h.

Totratelld de Mxico S.4. d/

Altos Hornos de Méxiso S.4.

Compafifa Imdustrial de Atenguique

Compafifa Industrial de Ayotle b/
Constructora Maclonal de Capres de Ferrosarril S.d.
Chapas y Tripley S.4, b/

Empanadora Ejidal

ZAMBEEX Saehe

Fébriocas de Fapel Tuxtepes S.A.

Compafifa Real del Monte y Pachuea
Fertilizantes del Istmo S.h. b/

Guanoe y Fartilizentes de Méxies S,A.
Henequen del Pas{fico S.A.

Hules Mexiomnos Ssd.

Industrial de Abastos S.h.

Industrial Eléstrisa Mexioana 5,A.

Ingenio Indeperdencia S.i. b/

Inganio Rosales S.h.

Ingenis San Frunoisco El Marenjal S.4. b/
Maderas Industriales de tuintanarde S.he. b/
Mafz Industrializade S.As b/

Operadaora Textil S.4, b/

Produstora e Importadora de Papel S.i.
Siderdrgios Naclenal S.A.

Sooledad Cooperativa de Vestuario y Equipo S,k
Talleres Grdficos de la Naoién

Talleres Tipogréfises Nacionales
Inmobiliaria Banfooo S.ha

Instelaciones Inmebiliarias para Industrias S.4. &/

Gapital stock
{oilitons of pesos)

Proportion of
Stats owmership

{percentage)

12.0 rYY s
5’ 0 LY}
40,0 100
70.0 of
250.0 100
100,6 100
50.0 e/
600,0 oee
70,0 wes
17.0 s/
80.0 96
2.0 of
2.5 96
63.5 ico
160.0 o
10.6 100
270,0 of

10,0 51
0.6 83
87.5 60
60,0 51
1240 100
25.0 14
65.0 een
50,0 af
8.0 100
19.6 100
10.0 174
7.5 60
100.0 174
1.3 e
20,0 100
6.7 o/
10,0 100

/Table E (Comel.)
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Table E (oonolusien)

Capitel stoek Proportion of

Stete ewnership
(mi1lions of pesos) (peroentage)

Transport and related activities

Aeronaves de Méxioo S.h. 128,0 49
hAarcpusrtos y Semicles Auxiliares wse san
Caminos y Puentes Paderales de Ingresos ’ _ sen . “ee
Farrocarriles de Chihushua al Pac{flco 127, 100
Ferrcvarril del Pac{fice S.A. e ase
Ferrocarrilés Nacionales de Mdxloeo P ™
Perrooarriles Unidos de Yueatdén . 23.0 - 160
Servicios de Transportes Eléotrices aes e
Comisidn Fodaral de Elestrioidad ves vee
Compafiia dn Luz y Pusrza del Cemtro S.he 1 000.0 160
Compafifa Hidrosldetrioa Ccaidental 0.65 83
Almacenes Nasiomnales de Depdsito Sekhe ' 500.0 20
Conasupo Se.d. - Bo.0 300 -
Agrioulture
Beneficlos Mexicanos del Cafd S.Ralw 1.2 100
Unién Forestal de Jalisce y Colima S.A. £/ ' 4o,0 100
Commsros . '
Compafifa Operadora de Taatros S.A. 92,0 100

Sourse: Seopetarfe de la Presidensia, Diresoién General de Inversiones Pdblisas.

The sheres are owned by Altos Hornos de Méxioe S5.A.

The shares are owned hy Nacional Financlera S.A.

The State has interemt.

The shares are owned by Patrélecs Mexieanos,

The shares are owned by the Comisién Federsl de Eleotricided.
The shares are owned by the Compafifa Industrial de Atenquique.

R RRER

/Table F
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Table F

DOMINICAN REPUBLIC: LARGEST PUBLIC ENTERPRISES, BY SECTOR, 1968

(Thousends of pesos)

Enterprises of the State

Authoriged Proportion labour

Expenditure Income

Enterprises Corporation of State foroe on rav  from Net
(Gorprgmcwn Dginieann de GZ::EI ownership (Jun:’1967) materiels (:aégs) profits
Bmpresas Estatales = CORIE) (1967) (peroent= (1966) 3
age
Mining
Minan de Sal ¥ Yeso 1 060 100 246 eve " 769.3 =730.1
Faloombridge Deminioana 20 000 10 ne s ves ses
Patroleum
Petrolera Dominiecana 3 000 33 ee vae cae
Menufacturing '
Dominisana Industria de Calzades 250 100 127 198,0 89546 750
Féorica de Aseites Vegoteles 462 100 8o 308,11 b93.8 =10k, 2
Sacos y Tejidos Dominicancs (PASACO) 1 425 100 266 484.7 1 741.0 47,2
Sagos y Tejidos Dominioancs (Textil) é o000 100 560 2 495,1 1 502.2 ~937.5
Siszl Dominicano 1 060 100 saa ses TS oo
Tener{a FiA-2 300 100 o 564 126.5 =70.5
CeAs Tabacalera Y4 000 72 55 - 2 738.0 17 hoz.9 647.5
Chooolatera Industrial 3 100 93 151 ses 47.0 -6.0
Fbrica Dominisana de Cementos 12 000 73 551 500,7 € 287.8 B47.0
Fdbrieca Dominicans de Discos 50 57 7 3.7 16,6 ~10.5
Industris Licorera la Altagraoia 150 74 3 50,7 105.3 =750
Indugtria Nacional de Papel 5 000 87 231 11111 2 651.1 4545
Pintures Dominisanas 900 82 71 709.1 2 1604 242,1
Industaial Lechera Yoo 96 53 309.8 389.1 ~155.8
Molinos Dominicancs 4 000 66 232 5 074.8 10 87L,7 740.3
Refiner{a Desal b6 100 . RN 13.5 H3.1
Industria Macicnal del Vidrie 5 000 92 169 sen 2 660,.9 606,9
Nacional de Conatrucciones 1 00D 1 are wee eve .te
500iedad Industrial Deminieans 3 000 Ly woe ses .o een
Ropas ¥ Tejides Dominisancs Loo 24 YY) Y e ans
Nezole Ligta C.l. 5-00 1& (T3 LY ee e
Industria de Asbesto Cemento 1 goo i3 P ave voe o
Industrias Nijua 1 250 28 ees sen eer vesr
Industria de Pldsticos 500 L sen aea ces ese
Isboratorio Gufinico Dominioano Y7o 18 ave e aee e
Fébriea de Baterfas Dominicama 100 26 aen 126.7 234.1 14,5
Planta do Rsoaushedo 300 n e 99.6 29645 =322
Commeroe
Atlas Commeroinl Company 2 500 84 91 ves 1 54,7 =117.9
Caribbean Motora 2 000 72 1 see 1329.6 -142.,3
Dominiocan Motors 1 200 &8 lgy ver 606,0 -112,2
Ferreterfa El Marino éo 75 9 ase 31.8 -38.5
FPerreterfa Read 1 000 62 4o e 501.9 ~135.1

/Table T {sonclusion)
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Enterprises of the State

Authorized Freportion

Expenditure Income

Corporacién Hotelera

LR T

sew e YY) '

Labour Net
Enterprises Corporation oapital of State fores on raw from ;ro;its
{Corparecidn Dominlsana de stock . ownership (June 1967) materials soles P
Empreses Estatales - CORDE) (1967) - -“";‘;2’;*' (1966} {1966)
Sooiedad Inmobiliaria 2 500 100 10 von 135.7 18.0
San Rafael Yoo 32 eee ere 2 291.5 229.8
Oomeroial Dominipa.na 150 . 13 ans T aee aew mow
Zquipos de Construcolén 1 000. 46 vee e aee ser
Fomento Industrial, Mereantil y
Agrfoola 150 . 12 cve ces e
. Radis Hin 150 12 suw aew ave o
fransport . _
Dominioana de Aviacién 830 " 100 202 2 44,0 ~328,0
Agriculture ‘ ’
Consoreio Algodonero 1 000 100 11 wan 417.9 w2 0772
Other\ State enterprises Capital . Operating Other Total Operating Net
(1969) stock income income insome oosts  Depreclation ..,ei4q
Corporacibn Dominicana de : - - o .
Elactricidad 37 000,0 20 198.7 -38.2¢/ 20 100,5 11 906.8 2 357.2 5 836.4
Corporacién Azusarere ’ ’ .
Dominioena {currently o
Consejo Estatal de Adzdcar) 140 000,0 80 274.6 "1 644.3 81 919.4 74 360,93 5 420.9 2 138.2

ass LE-2 )

Ssurce: Oficlna Nasional de Planifisacién, Plataforwe para el Desarrolle Econdmico y Seciel de la
' Repiiblice Dominicans (1968-1385)}, end balence shests of enterprises.

8/ Inocluding operating deficit of Pressrvadore do Maderes emounting to 100 000 pesos.
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Table G
VENEZUELA: LABGEST PUBLIC ENTERPRISES, BY SECTOR, 1968
{Thousands of bolfvares)
Proporti
Yoar orps::t:n Capital Ttron. Net
installed ounership atock “sales Pmé}ts'
(percentage) '
Mining
Minas de Carbén de lobatema C.ie 1950 see Ty Y cese
Potroloum ‘
Corporaoisn Vemzolane del Fetréleo 1960 100 483 600b/ 179 072 35 178
Instituto Venezolano de Pstroquimice 1956 100 975 030b/ 77 273 =29 18
Yanufaoturing :
Siderfirgica del Orinooo {CVG) 1964 100 1 &47 790 ‘418 110 15 523
Centrales Azusareras (CVF) o/ ' 1959 ser 100 000 67 608 4 1%
Aluminio del Caronf S.A, (CVG) 1967 50 80 o0o 27 797 «2 120
Cementos Guayana (CVG) 1968 25 12 000 see : =11
Ceh, Pulpa Gumyana (ch) oon eee ‘en res ’ see
Centro Simén Bolfwar (CVF) s/ ‘ 1958 " ase L60 000 21 294 9 310
Instituto Auténomo de Diques y i .
Astilloros Nacionales ‘ 1947 100 34 7150/ 12 391 -1 734
Trensport and related activities
Ceho Venezolana de Navegasifn (CVF) of 1959 ves .72 305 99 769 5 754
Trensportadora Mar{iima Venezolana Cels 1960 e eve wes eee
Puerto de Hierro S.4i, (CV) cen 50 450 2 Lo -
Lfnea Aeropostal Venezolana 1958 e 323 6258/ 51 310 HIE )Y
Venezolana Internacional de Aviaeidn (CVF)e/ 1960 cas 32 760 136 187 16 360
Instituto Auténomo de Administrecién de
Perrosarriles del Egtado ‘ 1546 100 b4g 384 2 105 10 502
CeAs Gran Ferrocarril de Tachire 1894 .es 11 200 ove aee
CoAs Nacional Teléfonos de Venszuela 1965 100 boo ooo 287 7904/ 36 832
Almasénes de Depfaites Agropecwarios C.d. 1962 - sen ses vos vee
Cohs Administrasién y Fomente
El8otrico (CVP) o 1958 ven 800 coo 237 071 10 207
Eleotrificacién del Carenf (CVG) 1963 100 514 000 35 198 20 983
Corporasién Waclonal de Hoteles y
Turlsmo 1965 wes 90 084 17 734a/ 466
CuAs Hotel Guuyana {CVG) 1967 86 7 6 - -

Sourse: Annual reports of the Venezuelan Development Corporation {Corporecisén Venezolana de Fomento - CVF)
and the Venezuelan Corporetion for the Development of Guayans (Corporacién Venezolana de Gusyans - OVG),

Net profits for the financinl yesr given in the balanse shests of the enterprises before deductlions for
selos tax, trensfers to reserve funds and distribution of profits.

Goverrnment sapital only,
Pigure for 1967,
Budgated-
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