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We of the Internstionzal Mon@tery Fund have waited until the last minute to
expreas our point of view for t@ reasons; Cirstly, in order to have the Denelif
of the ideas expressed hers by the various dslegntions, and, secondly, because
ag we approach the toplc of paym@nts we feel more ot home, gince ep the
delogations lmow, pajments problems comatitute an important area of our inetitu-
ticn'e day-=to-day work in cless ecntact with the countries members of the
International Honetary Fundg

At the International Fonetary Pund we have a great dirvect interest in the

digcugaion ot the Trads Committas of ECIA,. We have participsated in all its
meetings zince the Committee wal created in Bogotd, Colombia, iIn September 1955,
e well as in the subseouent so@tings of the Cantral Danka Working Group of thils
Committes, dealing with peayment® questions, whore we belleve we have sade useful
gontrdb uLln:ma-.

We would Idke firat to lndfesnte that wvo have a getuine intarssgt in the
novement towards a reglonal maseet, The facts and argumenta, as put forvmrd by
the ECLA secretardet; are gelf-@rldent nnd convincing, At present Latin Amaring
is not & well-dafined sconomic Pegion, It iz Tundamentally a gecgraphic conceph,

W

fa group




8 group of countries, Isolsted By natural lsand barriera, with economies often

L

compatitive rather than complementary, and with different stoages of economlc
dovelopment and atanderds of liwmng, However, the countries of the area share
g common heritogo and somowhst @halogous culturs] cheracteristics, and ore bound
by the same soclal and politicalk objectives, There is, then, o basic foundatlon
for ¢loser reglonal economie cosoperatlon, as suggested by ECLA,

Trade within the region i8%only 10 por cent of its total trade, and this

K

trade iz sericualy chatructed By all types of barriers = not only natural bud
man-nodes The bagic objeciive @f liberalizing trade within the region seemd
r #ensible one 1 the growbh of these countries in future years is o bo

go=ordinated in such a way as %@ cnable each eouniry to take full adventage

gif its natural adveutages, refléc

B

ted in copt differentinls, and laoaden the

pregent rather restricted natio@el markets. A great deal ol actual basic werk

F

gtill remaing to be done for a Better understanding of this problem. ECLL 1a

doing this work end is lsarning s creat deal from the European m:_uuriunu:-.n.'
The basic objective of thé@lrogicmal morket once accepted, I would like to

make soms comments on the instrWments that cen be uged 40 achieve this objeciive.

We pincerely believe — nnd this not so much becouse we represent the

International Nonetary Fund, bW rather becouse of our own convictions - that

in applying atablilisation progiéemes which will help these countries to put

thelr internal I‘i:.-:..-:a;éa in ordey, adopt realistic rates of excchenge and

liberalize thelr trade, mamy Latin Americen overnmenis are now nek

o = =
Sadk, @ DU L

valusble contribution to the e@eatiom, in thelr resnoctive countries, of the

real based for the guccegg of Shis ldea of & regional mericet. The recoznition

of this concept, expressed by @everal delegatlons, including those of Argentina

pid Chile = countries which ap@ oeking o deternined effort o achieve
Jotabilization - iz
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atabiﬂzutiun = is of basic imporfencej in ocur jud n.'.t:.- fAa the cxperience of
Eurcope showsj without honetery Ei&hilﬂl.t-;', we heve no E;c-lid fourdation upon
which a prosperous reglonsl maxief con be sxpected to develop.

It hos been suggested that & limited payments unich might be another
useful tool for implementing the $dea of a repglonal markets Wo at the Pund are
in arreement with the basic cbjeetive of s rogional market and the need for
cloger finoncisl and economie co=operatlon among the Latin Americon countries
to be further stlmalated, In this respect there 1ls a groat deal to be -'1'&:’1.*3;.
We doubt, however, whethor regiomil trade can be expunded on a sound basis
through a mechanlem thot might lsad to the perpetuation of bilateralism, even
though that misht not be the inténtlion of ita suthora, T am not ralfarring to
any possible temporary arrangemefite among thoge countries that are now meving
avay from bllateralism, but rether to the idea of a paymonts union as
supplemontary to the regional maskots

The concept of a limited pagments union is partly inspired by the experionce
of furope in post-wmr years, but this mperience is not neccoseardly spplicabls to
Latin Amerlcn, There are peversil reasons: (1) dhe trade al present conducted
through biloteral chennsels in La8in America iz not oo great ae 1t wme in Europe
soon after the war; (2) the problem of a stoppage of trade, associcted with
widespread wiemployment, 8¢ commen in Furcpe - because of the war - hag not
existed in Latin Amarica; (3) She recent move toward full convertibility by
eountriez like Argeniina, Boliwvia, Chile, Colombla, Porsgusy and Paru - jolining
other countrice vihere convertibllity alrendy existed - mekes the nedd for
bilatersl agreements and the esfabliebment of machinery for cloaring belances
unnecesaary or of o very limlted scapaj.(4) the crodit foecilities mveilable

thirough the pregent bllatersn]l agreoments can ba replaced by direct inter—cantirsl
Jbank =nd
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Chilo edopbted convertibility

oave had comvertible many JFenrd.

in Aprdl 1956, Baliwvia i efbmbor 1906, Porsguny in June 1957, ond finally

= a8 port of a cournroous st@bllisetion progzmmme = Argentine in Docomber
1958, I mxyr, 1F » in mosf of theoo copos, this move towerd convertibility
hao congultuted o part - an @portant part, however = of a mojor comprohongive
stobilizatlon programme, superted finnneially by the Intermeticnel MHNomotors
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umd. Purthe TIOTE 4
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Fund, PFurtherpore, the technilcl and [inrncisl perticipetion of tas I und ha

pade 1t possible for other figEncial institutions, snd in mony cases privete
banks, to partleipate in these efforts. llowever, I do not wish to alnborate
! i "

- . : e
on thiz ot the pregent junctui®, since the plenary mession of ECLA might a

mars nroper Jorum in wiilch to ®emlain our oporations, I would like to focus
mtion on thooe metbers of Birect concern to the Trode Committee, IFf I

ayry I would 1il:e to repent SM8Y our cbeervotions oltempt, with a conatructive

purpose, to point to the techmenl Idmitatlons of o possible poyments undon,

it

ond not to eost doubdk o a B8en of p Moglonal morke
lnen I place Latin Ameri@® historically shecd of Curcpe in ite doter-

minatlon to move tousrds conveRtibility =nd the lilerelisetlon of trade and
exchenge systens, obvlously 1 Mo not wish to under-estinnte the tremendous

gicpificance of the conwve ¥ step tolken by Eurepa, The Flrst implicaldicn

)

of the Zurcpeen pove is that e line of demorecsotlon between the "deollar area®

and the "goft currency area' @Ro clsapponred; de foeto, the Furopean countries

hove ®jcined e dollar area®™s The Lotin Americon countries havo accerdingly
aeouired prester copeecity to MBcreage their deollaor axoort oornings.
Let me descrlbe more fully the substance of the mowe toward comvertibdlity.

e}
i |

In the first ploce, sachi@cuntry mode itas curronoy "oxtemelly convertible.

Another phroge which bes been Bsed 18 that =ach ezteblished "mon-residaont

convertibility®, (In this cofexion I might eoplain that the word "non-reaident”

refore to anyone outalde the @rrepsy arvca concerned - thet is, for ameple,

we gterling aflc, or French frenc mren, or SBolgien frene area,

as the case mizht be). Each @f the countrics imvelved ogreed thebt it would in
e

the future poroit ony noen-regifent who acouired ite curroncy to comvort it into

i '

. oo T o D == — T L e . pe B T T |
gy ather curroncy o his opidEn, at officlzl rotos of i...._.--_.r'E, For eoomplie,

Jit woe
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moving the weneind

haais for discricinatio world trode cnd pogments, both for countrles Inaids
legter urcpe,; and for othe® countries throuzhout the world: Teo be more
speelile, they permit countEies to emeontrote thelr attentlon upen thelr cror-all

Ia"'::'.l.us.'.'. al finaneial
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The effects wihleh this wilBhave on the countries hero

ooy ba stobed quite briefly, NeEber countries of

4

iar the exporte 1n currencles $hnt

In the world, To a sreater exbalt than in the Docc

will be able to buy in the mosfi@dvwmntagoous morketa,
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the ipport desired comes from a ®herd currency countoy® or a "soft currency

country®; almost cll of the moja currencies of the

hard o soft.

By the some token, o mombe® country of ECLA will

amll iTa mxports in tha marloet 8Bqt affnrs the highe

of the curroncy in whicl yerentlwill be pede, gince

L] P—
will be convertible into dollaw@f To this oxtent,

eountries hawve also been, oo to@ponk, "brought inte

impmet, if any, this will have @B tha trade of the

At prdoes,

wold are now eounlly
be in a posiitlon to
rogard lans

in 21l probability it

hoerefore, the ECLA

the dollnr sreaV, Whet

individunl countries here

ropresented, and the particulapormoditios thoy export, is sooesthing which

the distinmuighed delegntions will probably be able
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cmllde

All experts ogree that

Tnléed Stotes recesslon wlll belig, In the perled chead, inciecosed world trads,

Lo asaesn bebtar then T

the Burcpean convertibility mnd the end of the

apgooiatod with an incresnged demend for ray meteripgls on the part of the

Incustricl countries, ILolin Am@rica should be propored to t

thege now cpportunities, I puggest, therefore,; thot ECLL ceontinues itp gtudisaa

e advantage of

Jon the




an the reglonal narket in the Mght of these new trends, with particulsr
reforence to the effects of the recont convertibility on Letin America and
the means by which the reglen emild reap the benefits of this broader narket
m competitive beses,

Forglve ne; Mr, Chairnom, & I have dwelt wnduly long on the implications
of ithe reeont Burcpesn convertiBility, btut if I heove done so, it iz to strose
whe Ilmportones that the Fund offibutes to these trends,

Tha problens confronting I@tin Americn todoy are somevhot different from
thoze that Europe focod in the @mediste post-wrr yeara. Our problems are
closely comnected with our desife Tor pregross and the urgent need to expedite
development, They are difficulfes inhercnt in tho growth of those young
countrieg, in their need for in@Bstrislizetion, in thelr umgont necd, so
graphieally deseribed by ECLA, %o increase the "eopaclty to import", and,

concurrently, to broaden the ragion's neviot.

It in naturs] thet ECLA imits work stregsee the repiumel notore of
these problems, Ve, tho obserw@rc of the Fund, howve eimed, in thepe bricf
renatis, et broodening thiz pam@pective to show how - without controvening
the noble objectives that insplpe the work of ECLA - iv 18 lmportonu to
project trends thet prevall thesughout the world todoy In Latin Ancrdcals
ownt lnterests, In this respectly I would like to repeot, the lmprovenment in
the econoniec end finsneial posiliion of Europs, roflected in ths recent move
towvards comvertibilityr, end th@fshort durction of the rocession in the Upited
Statea, peint to the fact thatlhe demend for Letin Americon products will be
increasing, and onoe of our bagie prececupstiong in Latin Amerlee must be to

prepare ourgelves to toke adwmlage of this ecgpenpion, grining new marieta,

without uwnder-cstinmating, howewer, those afforte thet must be node simultaneous-

1y in order to Incruase intra-Megional trade,
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it the same time, tha fact@h .t the denger of o widespread recegsion has

For oo Letin Anerlepn eountries o Pace

B

digappunrad wll polre it popgib
vith greater confldence and coupfies the problems of the internal stabilizetlon
of their economies, the strengthEning of thelr currcnciss ond the estoblishmont
of realistle exchonge rotes, a Bsic prerequlsite for the success of thege ideans
of ¢ reglonal morich,

The International Monstary $unmd has ployed o doclaive rola, in torms of
both fTinsncial ané techniczl ag@lstznce, in this atruggle for stebilizction.
With the inerease of the Pund's guotas by 50 per cent = ag recormendsd by our

e

Governorg to thedr rospective GoWernments = we hope ©

to intenaify thepe efforts
in the future, Iy doing this, W@ hope -~ I repeat - to help te establish the

basea of what will ultimatoly b8Sn progpercis rogionel noricot.
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