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This volume is a preliminary version of the amalysis of the
current economic situation in Latin America in 1972, normally appearing
in the Economic Survey of Latin America. In the present case, the date
of preparation has had to be brought forward; this means that in the
ma jority of cases only provisional estimates, subject to revision, have
been available., However, it has been considered necessary to present
this summary of recent economic trends in Latin America as a whole
and in each of the countries, since the Fifteenth Session of ECLA will
evaluate the present economic situation of the region. The restriction
as regards the provisiormal nature of the data used, which employed
estimates available on 28 February 1972, should be borne in mind. The
final version of the Economic Survey will include this information

revised in the light of the new figures which the Governments will provide

and will be completed with the publication of sepecial studies.
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I. OUTSTANDING ASPECTS OF THE EVOLUTION OF THE
LATIN AMERICAN ECONOMY IN 1972 l/

1. General trends

The sharp volte-face in the trends of external trade is probably
the main feature of 1972, While the performance for 1971 has been
distinctly poor compared with, for example, average figures for the
period 1965-1970, a review of the evolution of trade over the year showed
a considerable expansion,from whatever standpoint this may be measured,
Regional exports, (excluding Cuba and the Caribbean) at current prices
increased by 13,9 per cent, in comparison with 2,6 per cent in 1971 and
6 per cent in the period 1965-1970, Imports in turn grew by 12.2 per
cent, an increase on the already appreciable percentages for the two
periods already mentioned (10,9 per cent in 1971 and 9.9 per cent in
1965-1970). In real terms, i.e., at constant prices, the increase in
exports was considerably less, but still significant at 5.4 per cent in
1972 compared with 0.4 per cent in 1971, A slightly slower growth rate
of 6,1 per cent in 1972 was registered for imports, compared with 6.5 per
cent in 1971.

There is little doubt but that the dynamic recovery in external
trade is due to the parallel slant which appeared in the central economies,
and snatched them from the 1971 marasmus resulting from the financial
and exchange crisis. This has not yet been efficacious to check further
contraction, and forecast a dynamic forward movement this year,

On the other hand, it seems obvious that other forces are at work
within the external trade process, e.g., the persistent inflation in the
industrialized economies (reflected in the higher prices of the regiont's
imports) and some inelasticity in the supply of commodities in the face
of noticeable increases in demand, leading to improved current prices for
regional exports, The important element here is that many observers tend
to think that this situation of imbalance could well last some time, thus
strengthening the prices of raw materials and basic inputs in the near
future,

‘;/ The country studies do not include the Cuban economy for want of
sufficient data comparable with those on other countries.
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The changes registered in external trade nad no major repercussions
on the behaviour of the gross domestic product; as in 1971, the growth of
the GDP was not affected by the results of the extermal sector., It would
seem that longer periods are necessary for the results of these two aspects
of the economy to have any greater effect on sach other.

During 1972, the gross domestic product grew by 6.7 per cent for
the whole of the region (19 countries); this percentage was greater than
the average for 1965-1970 and the 1971 rate; the provisional estimates
for the English-speaking Caribbean countries do not seem to alter thess
results to any significant extent (see table 1), This average, however,
conceals substantial differences in country trends, If Brazil is excluded,
with an estimated growth rate of 1,4 per cent, the overall growth rate
for the rest of the countries comsidered drops to 5.3 per cent and of
the 19 countries for which data are available, 1l lie below de minimum
laid down in the International Development Strategy. If population growth
is taken into consideration, it may be ohserved that the per capita
product for the group of countries as a whole increased by approximately
3.5 per cent; if Brazil is not counted, this rate drops to 2.3 per cent,

Gross domestic investment increased its growth rate during the last
two years, and increased from 6,6 per cent during 1565-1970 to B9 per
cent in 1971 and 11,2 per cent in 1972, In 1972, the increase in total
consumption was less than that for the period 1965-1971; within this
growth a tendency for public consumption to increase may be noticed
(see table 2], :

A sectoral analysis shows that in 1972 agriculture and mining grew
very little, while manufacturing, construction, basic services and other
services expanded at rates higher than the regional average (see table 3).

Agriculture grew by 1,7 per cent i.e., its growth rate was less than
that of the population and below that obtained in previous years. The
decline in Argentina, Chile, Peru and Uruguay, and the stagnation in
Mexico were influential in this result, Of the countries under consideration
the rate increased by more than S per cent in only four, Mining remained
at a standstill {with 0.5 per cent growth). This total, which includes
petroleum, was considerably influenced by the decline of 13,7 per cent
in Venezugla, In contrast to the slow growth of these sectors is the
high growth rate achieved in industry (9 per cent), reflecting both the
speeding up in Brazil (14 per cent}, and the fact that one-half of the
remaining countries under consideration - including Argentina and Mexico -
achieved a growth rate of more than 7 per cent; furthermore, only six of
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these countries had a growth rate of less than 6 per cent, Most rapid
growth was in the construction sector (9.5 per cent), with rates of more
than the average of eight of the nineteen countries considered. Lastly,
basic services expanded by 6.8 per cent and other services by 7.2 per cent,

From another viewpoint, the analysis of the evolution of consumer
prices gives four groupings of countries (see table 4). The first
comprises four countries with active inflation, which in 1971 was
relatively under control, fluctuating between 20 and 35 per cent - but
which in 1972 flared up again in three of them, In Argentina, Uruguay
and Chile rates of inflation varied between 58 and 78 per cent, while
there was a slight decrease in inflation in Brazil. The second group
includes countries with moderate inflation, varying in 1971 between 4 and
9 per cent, and rising in 1972 from 6.5 to 14 per cent, Next come the
ten countries with relative stability, which continued to be stable, with
slight variations. Lastly, there is a fourth group of three countries
- Dominican Republic, Paraguay and Trinidad and Tobago ~ traditionelly stable,
but whose prices rose over the last year by between 9 and 11 per cent,

2. Trends in the external sector

In 1972, the current value of the Latin America's exports of goods
and services rose by 13.4 per cent, considerably more than the 4 per cent
recorded in 1971, This new trend was mainly attributable to the growth
rates of over 20 per cent in six countries (Brazil, Ecuador, El Salvador,
Nicaragua, Paraguay and the Dominican Republic); in another nine countries
expansion stood between 7 and 20 per cent, Eight countries, on the other
hand, either showed no change or, in two cases (Uruguay and especially
Chile), actually registered a decline (see table 5).

Imports continued to rise at the high rate, averaging around
10 per cent annually, that has been maintained since the middle of the
1960%s; the increase for 1972 was 12 per cent, The more striking factors
within last year'®s gemeral pattern were the increases of over 20 per cent
in Brazil and Chile and, at the opposite end of the scale, the reduction
that took place in four countries.

Although the region's trade deficit dropped slightly between 1971
and 1972, the increase in net payments of profits and interest pushed up
the deficit on current account of Latin America as a whole by about
200 millien dollars to over 4,900 million doliars, The deficits of
Chile, Peru and Venezuela were particularly high.
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Despite the size aof the region's deficit on current account, its
total incoming and outgoing payments in 19272 left a surplus of some
2,660 million dollars thanks to a net inflow of non-compensatory capital
estimated at slightly over 7,570 million dollars (excluding Chile). The
major factor in this trend was Brazil's balance-of-payments figures, as
will be seen from the afeorementioned table.

Except for petroleum, most products suffered a drop in prices
during 1971. The situation was reversed in 1972, with the general price
index going up by 12 per cent and affecting all products with the sole
exception of fishmeal and copper (see table G). The trend of the most
important products is indicated below.

Sugar: During the first 11 months of 1972, the price.of sugar
on the free market rose by 63 per cent and on the United States market
by almost 6 per cent, cwing mainly to the fact that world production in
1971-1972 was 72 million metric tons which, because it was below world
consumption, provoked a reduction in stocks., The end of 1573 will see
the expiry of the International Sugar Agreement (regulating exports on
the residual free market) and of the Sugar Agreement of the British
Commonwealth which is of the utmost importance for the English~speaking
Caribbean countries.

Coffee: Coffee prices rocovered substantially in 1972 following
the drop in 1971, thanks largely to the sales policy adopted by most of
the producing countries upon breakdown of negotiations to modify the
ceiling prices fixed by the Council of the International Coffee
Organization. The difficulties that arose in operating the coffee
agreement, caused mainly by the resistance of the major importing countries
to a modification of the ceiling prices despite the devaluation of the
dollar and the increase in prices in the developed countries, made it
impossible to establish export quotas for the period January/September 1973.
This threatens the very existence of the agreement, which expires in
September of this year.

Cocoa: Cocoa prices rose by 20 per cent in 1972, after falling
in 1970 and 1971. Following lengthy negotiations, it is anticipated
that the International Cocoa Agreement will enter into force in April
1973, provided it is ratified by five exporting countries representing
80 per cent or more of total exports, and a number of importing countries
representing 70 per cent of total imports. The Agreement establishes
floor and ceiling prices of 73 and 32 dollar cents per pound and basic
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export quotas that include Brazil (12,7 per cent), Dominican Republic
(3 per cent) and Mexico (1.7 per cent). These provisions do not apply
to producers of fine or aroma cocoa, which include Ecuador, Jamaica,
Parama, Trinidad and Tobago and Venezuela. The Agreement also provides
for a buffer stock of a maximum capacity of 250,000 tons.

Wheat, The price of wheat rose on the world market, mainly as a
result of poor harvests, particularly in the Soviet Union, Bad weather
also affected harvests in western Europe, the United States and Canada.

Bovine meat, In 1971, bovine meat prices fluctuated around
42 dollar cents per pound on the New York market, but in 1972 they ..~
rose to a high of 52 dollar cents in September, subsequently tapering off
slightly, These movements are the result of seasonal factors, but over
the medium and long~term a disequilibrium is being created owing to
limitations on the supply side., This had led to the elimination of
tariffs in Europe and of import quotas in the United States. The producer
countries have taken measures to expand exports, notably Argentina
and Uruguay, which have periocdically placed bans on domestic consumption,

Cotton. For the third year in succession, the prices of Latin
American cotton increased, with rises in Mexican (1 per cent), Brazilian
(4.1 per cent) and Peruvian (244 per cent) cottons. Despite the high
level of production in the period 1971-1972 (55 million bales by the
16 mayor producers), prices rose because stocks had been run down to a
very low level,

ﬂgg;. After showing a downward trend for several years, wool prices
rose in Australia and New Zealand and also in Argentina and Uruguay.
This would appear to be attributable o a drop in world production,
a decline in stocks and an increase in demand,

Petroleum. The price of petroleum rose in 1972 in all the countries
members of the Organization of Petroleum Exporting Countries. In Venezuela,
income and fiscal revenue per barrel increased, although the vclume exported
decreased,
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Copper. The price of copper continued to fall in 1972, On the London
market, for example, it fell from an average of close to 49 dollar cents per
pound in 1971, to below 47 in October 1872, The countries members of the
Intergovermental Council of Copper Exporting Countries (CIPEC) set up a
committee in November 1972 to draw up regulations for applying Jjoint
protection measures,

Tin. Tin prices on the London market rose from 1,58 dollars in 1971
to 1,72 in the last gquarter of 1972, while on the New York market the
figures were 1,67 and 1,80 per pound respectively, In mid-1972 the
situation appears to have stabilized, with a total production of 191,000 metric
tons in the preceding 12 months, compared with consumption of 188,000 tons
over the same period, In order to guard against supply surpluses, the
International Tin Council decided in October 1972 to increase the fimancial
resources of the buffer stock,

3« Intra-regional trade

During 1972, intrae-regional trade expanded by 20 per cent, In 1970
and 1971 the average increase was about 6,5 per cent. As a result, the
share of intra-regional trade in total Latin American exports rose from
13,6 per cent in 1971 to 14.5 per cent in 1972, even though total exports
also recorded a substantial gain, which was not the case in 1971
(see table 7).

The vast majority of the countries of the region participated in
the increase in the value of trade, There was not much change during the year
in the percentage share of each country in intra-regional trade, Argentina
continuing to account for about one-fifth of the total, followed by Brazil
with 17 per cent, and then Chile, Venezuela and Mexico with shares ramging
between 7.6 and 10 per cent,

There were, however, appreciable changes in the total value of trade
in ecertain countries, which meant that their balances on intre-regional
trade fluctuated wildly and even changed from defict te surplus, or vice versa,
The most striking change recorded was in Argentina, which moved from a
deficit of 13 million dollars in 1971 to a surplus of 173 million in 1972,
awing to the upsurge in its exports to Brazil and Chile, In contrast,
Chile®s deficit, which stood at 86 million dollars in 1971, increased to
247 million dollars owing the growth of imports in 1972, mainly from
Argentina, Brazil and Bolivia, Colombia raised its surplus from 7.6 to
61 million dollars, attributable to a rise in exports to Peru, Argentina
and Chile. Brazil's deficit on intra-regional trade rose from 9 to
56 million dollars, that of Peru from 27 to 78 million, while Bolivia's
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balance moved from a deficit of 0.3 million to a suprlus of 32,7 million,
owing to the increase in its exports to Argentina, Brazil, Peru, and in
particular Chile (see table 1),

The largest surpluses in 1972 were recorded in Argentina and Venezuela
(both around the 173 million mark), while Chile had far and away the highest
deficit in the region (247 million dollars), and this without considering
faor lack of information, its trade with Cuba which rose substantially
in 1972, The ratio between intra-regional trade balances and the value of
such trere, which had fallen from 0,17 to 0,15 hetween 197G and 1971,
rose to 0,23 in 1872,., which would indicate that the trade gap between
the varicus countries has widened,

While the total value of intra-regiornal trade rose by 20 per-cent in
1972, that of the countries of the Andean Group expanded by 48 per cent,
coming close to accounting for 10 per cent of the region's trade,
Mearwhile, trade within LAFTA grew by 22 per cent (with the Andean Group
countries included) and trade within the Central American Common Market
by 15,6 per cent (see table 8).
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LATIN AERICA: GROWTH OF THI GROSS DOMESTIC FRODUCT AT PACTOR COST

Table

{annual growth rates)

1

Countries 17E51270 1971 1972 &/
Argentina k.o 3.8 4a
Bolivia 6.3 348 6.0
Brazil 745 11.3 10,4
Colombia 5.8 545 6.5
€osta Rica 6.9 4.0 5.0
Chile 3.8 8e3 3.4 b/
Ecuador 6.2 846 11.8
El Salvedor 4.y 343 4.5
Guatemals 5.7 5.8 6.0
Haiti 1.8 5.7 5.1
Honduras 5ab 547 242
Mexico 6.9 347 6.3
Nicaragua LYy 5.7 5.0
Panama 7.4 Beb 6.9
Paraguay 4,1 4,5 4.8
Peru 3.6 .0 5.9
Dominican Republic 6.6 749 8,0 b/
Uruguay 242 w046 -
Venezue la 3.9 Lh 4.5
Latin America (cxeluding Cuba and the

Caribbean) Se7 642 - 6.7
lotin Amepica (excluding Cube, the

Caribbean and Brazil) 5.2 Le5 5e3
Barbados 5.0 1.5 ha2
West Indies Assoclated States 9¢9 4/ 9e3 8.0
Guyana, 4.9 4.6 -1.8
J&miﬁﬂ. 502 101 1.0
Trinidad and Tobago Fe2 3.1 2.5

Source: ECIA, on the basis of offisinl siziictics.

Provigional figures.

Caloulated at current prices.

il

Figure for period 1967-1970.

Provisional estimates on the basis of partial data, subject to revision.
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Table 4
LATIN AERICL: 1IOVEMENTS IN CONSWER FRICES INUEXLS ACCORDING TO MAGNITUDE

Annmual variation

Nuuber of
montlis on
1961-1965 1970 1971 1972 g/ viideh date
' k available
1, Active inflation
Argentina 23.0 C 19 34y 5845 12 uonths
Brazil (Sao Paulo) 6240 28.0 21.1 1848 11 nonths
Chile 2645 26.0 2041 7748 12 uonths
Uruguay 2945 6040 2349 764 12 nonths
2+ Moderate inflation
Barbados 1.8 54l 745 1.8 12 nonths
Bolivia Sel 6.0 3a7 646 12 nonths
Colombia 12,4 1060 91 1443 12 nonths
Ecuador 4.0 L7 83 8.0 10 nonths
Peru Ge2 9.8 608 7.2 12 ronths
3o Reletive stability
Costa Rica 242 244 340 I,2 10 zontha
El Salvador 042 1.1 : Ce3 0.8 10 uonths
Guatemala 0e2 1,5 06 0e6 11 nonths
Guyana 1.8 246 241 39 9 nonths
Halti 3-8 106 10c3 0.7 7 uonths
Honduras 246 1.7 1,8 3.1 10 months
Jamsica 249 53 648 5¢0 10 wmonths
Mexico 1.8 305 33 51"" 12 nonths
Panama 0.8 1.6 1.8 bl 6 nonths
Venezuela 1.4 1.5 247 33 10 nonths
4. Relative stability with sharp
inorease in prices over the
past year
Dominican Republic 246 1.0 2¢3 9ed 10 ponths
Paraguay 5el 1.3 1{'.9 10.7 12 nonths
Trinidad and Tobago 2.3 348 3 94 - 11 nonths

Sources Offiocial statistics cnd International Monetary Fund.

&/ Oaloulations based on a conparison of the average index for the period available in 1972 with that
of the same period in 1971. The periods on whish data are available are indicated in the last colum.
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Table 6
PRICE INDEXZS OF IL.JOR LATIN A:ERICAN EXPORTS Oi: THE WORLD MARKET

{1963=100}

Commodi ty 1967 1968 1969 1970 1971 1972%
Food, beverages and tobasoo 92 90 18 ns 107 125
Tropical zone 89 90 100 us 108 126
Sugar &/ o 25 1 W sh 88
b/ 89 92 96 99 104 11
Bananas 93 . 89 88 . 96 102 105
Coooa, , 100 14 164 122 97 117
Coffee o/ n 110 120 160 131 150
&/ , 106 108 nk 12 125 143

Tobasoo - ' ese ebe ess oue L vee
Temperate zane 2 96 120 105 1.} hhLY
Beef 121 ece soe eve . mes sos
Maige 101 gl 100 112 1 126
Vheat 107 98 98 98 100 102
Agricultursl rav materials % 9 97 -0 106 130
Linseed oil 98 b1 112 107 93 10
Cotton &/ 105 106 97 105 121 122
174 100 102 88 100 122 127
g 118 127 117 123 124 127
Hides 121 129 me bk bl 272
Quebracho sxtract 115 122 135 151 153 160
Fish meal 107 111 133 148 © 133 132
Wool h/ 83 72 4 & 55 83
Y/ 56 55 .59 59 62 120
Metals 2 8 4 172 W5 1B
Cooper 170 183 227 220 168 167
Tin 135 125 137 144 1ko 158
Iron ore 988 98 98 101 105 110
Lead 131 138 166 71 145 182
Zine 131 12k 135 138 46 188
Petroleum and petroleum products 91 92 30 & 112 122
Crude 93 91 sse ‘eee oos KT
Petroleum products 91 9k eoe sasn ase sos

Total, excluding petroleun

and petroleun products 102 103 phL 125 115 132
Total 21 products 98 99 106 113 pht) 128

Sources ECLA, on the basis of official statisticse
Hote: Prieces quoted in currencies other than the dollar have bgen adjusted in line with the new
monetary paritles. The products affected are: Bananas, eadjusted in acoordance with the
revalution of the deubselmmark on 26 Octeber 1969 and in line with the fluctuations since
Harch 1971; Malze, Whea.f, Linseed o0il, Hides, Tin, Lead and Zinc, which are quoted in pounds
sterling and have been adjusted to tzke acoount of the devaluation of the pound on 18
November 1967 and the flustuations since March 1971.
&/ Excludes exports to the United States. b/ Dxports to the United States. o/ Sentos (Brazil).
4/ Manizales (Colombia)e 8/ iiatamoros (Mexico)s £/ Sao Paulo (Brazil)e g/ Pima (Peru).
b/ Montevideo (Uruguay)e 1/ Buenos idres (Argentina). '
* Preliminarye.
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IT. TRENDS BY COUNTRIES 1/

ARGENTINA 2/

The moderate economic growth rate recorded in previous years
{4.1 per cent) continued in 1972 and was the result of unequal sectoral
trends. Public investment increased, while ogriculture declined and
consumption remained at the same level. Between December 1271 and
December 1972 the cost of living rose by 64.1 per cent and rezal wages
declined. In thc extcrnal sector, exports imcreesed by 7.3 per cent,
which is mainly attributoble to nom~traditiconal products. In contrast,
imports dropped by 1.5 per cent, thers being a significant increase in
capital goods and a reduction in the remaining items. The balance of
payments showed o deficit of 200 million dollars, with a negative balance
of 230 million dollars on current account,

The goods~producing saectors grew at a rete of 4.4 per cent, and
services by 3.8 per cent. A particularly striking feature in the former
is the 7.6 per cent expansion of menufocturing, which was adversely
affected by the slow growth of caonsumption but wos stimulated by exports.
The agricultural sector declined by 4.4 per cent, owing to the smaller
output of cereals and oilseeds, which wns not offset by the greater
activity in livestock production. In services, there was a .1 per cent
increase in electricity, gas =nd wetor.

Consumption remoined ot the seme level (0.3 per cent), with significant
reductions in non-durcble ond semi-durnble final consumer goods — particularly
food and beverages, and clothing -~ which would appear to reflect the
decline in real wages. On the other hand, there were increases in the
consumption aof motor vehicles, toilet preparations, pharmaceutical products
and household articles, the demand for which comes largely from the
medium—- and high—-income sectors.

1 The relevant figures are shown in Part One, tables 3 and 4.

g/ The information contained in this note is based on advance data
fram the Informe EconSmica for 1972 issued by the Ministry of Finance.

/Cross domestic
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Gross domestic investment rose by 14 per cent. Under this head,
fixed investment grew by 7.4 per cent, with a decline in construction
(1.6 per cent) and an increase in equipment (11.3 per cent). There was
a notable increase in stocks, which seems to be the result, first, of the
lower level of consumption and, secondly, of the desire to cover against
possible price increases.,

The Treasury deficit was 4,754 million pesos, or 82.9 per cent
more than the 1971 figure, which raised the defigit-expenditure ratio

from C.20 to 0.23.

/Table 1
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Table 2

ARGENTINA: BALANCE OF PAYIENTS

_(Mllions of dollayrs)

Current acoount ]
Experts of goods and serviees

Goods FOB
Services

Tmports of goeds and services

Goods FOB
Services

Net external investment inocome
Net private trensfer payments
Balance on surrent ascount
Capital gocount
Net external financing (atbrotdte)
{2) Net extermal non-compensatory capital

Direot investment

long and medium~term loans
Amortization payments
Short-term liabilities
0ffisial transfer peyments

{b) Domestic non-gompensatory sapital or assets

{o) Errors and omissions
{d) Alosation of SDRs
(e) Net ocompensatory movements (inerease =)

Balenoceeof-payments loans, trade arrears,

IMF position and other liabillties of
the monetary authorities

Amortizetion payments

Foreign exchangs (inorease ~)
Gold (incremse )

SDRe (inerease «)

1566=
1970 1970 1971 1972 o/
1 780,42 2 021.0 1 96540 2 131.0
1 562,0 1 7730 1 710,0 1 868,0
21842 248.0 25540 26340
wl 622,8  »2 01540 =2 221.0 2 163,0
«1 15742 «L 4660  ~1 64,0 -1 600,0
L6546 - ~51940 =577 +0 ~56340
=142,k 1410 «192,0 «205,0
-1l ~1.0 =140 =140
13.6 ~13640 ~it9,0 ~238,0
~1346 136.0 49,0 23840
93.8 13040 25940 |
3.8 5,0 11.0
321.2 493.0 58940
=23246 =307 0 =39140 S 24,0
4,2 5940 5240
“2.8 "200 -2-0
"W 06 : ‘5""-0 "27-0
8446 281,0 ~35740 |
11.8 59,0 7,0 Iy .0
~16642 «~28040 527 40 215,0
63.2 - 13600 'Yy}
-13,"'.6 ’9120.0 - e e
'38.6 -8’4;0 270‘0 rYy]
Lol «1740 6540 voo
~11.8 ~5940 5640 eve

Source: IMF, Balance of Payments Yearbook, volse 23 and 2k,

g/ Estimates based on data supplied by the Central Bank of Argentina,

/Barbados
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BARBADOS

On the basis of preliminary indicators, the gross domestic product
of Barbadcs during 1972 is estimated at approximately 320 million dollars
at current factor cost i/. This represents an increase of 7 per cent over the
1971 figure and compares unfavourably with the average annual increases of
nzarly 10 per cent during the peried 1966-1971, This drop in the rate of
growth is attributable primarily to reduced activity in the main production
sactars.,

The sugar sector in Barbados includes both cultivation and manufacture
of sugar and by-products, The gross product of:this sector is estimated
to have increased slightly during 1972 to 24,3 million dollars, just over
1l per cent above the 1971 level; thus the sugar industry continues to
experience the depressed conditions which have been apparent since 1967,
Sugar output for 1972 was approximately 111,000 tons, a decline of more
than 17 per cent over the 1971 figure of 135,000 tons. However, the
average price of sugar in external markets was higher than in 1971, and
this compensated for the fall in output. The marginsl increase in the product
of this sector during 1972 is therefore attributable to favourable prices,

There are seversl domestic praoblems associated with decreased output,
the most obvious being indisciiminate burning of sugar-cane, labour shortages,
particularly at harvest time, and insufficient rainfall, To these mey be
added the fact that there is still uncertainty regarding what will happen
to the sugar market after the expiry of the Commnonwealth Sugar Agreement
in 1974, now that the United Kingdom has become a member of the Eurcpean
Economic Community,

Construction is estimated to have improved marginally on its 1971
performance (less than 2 per cent increase), while the growth rate in
manufacturing and domestic agriculture appears to have been lower than
in 1971,

1/ Velues in East Caribbean dollars at the rate of two to the United
States dollar. As a canseguence of the United States currency devaluation
the rate of exchange fixed by Barbados was US$ 1.00 = EC$ 1.84; but
the floating of the pound sterling has since resulted in a further
depreciation below the 1 : 2 ratio,

/The services
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The services sectors also grew at slower rates than in recent years,
but are estimated to have performed better than the other sectors. Govermment
activity, though not increasing by as much as in recent years, continues
to stimulate the economy through the impact of its substantial pruchasing
pawer and spending on capital projects. Based on indicated increases in
the number of visitors, the contribution of tourism to the economy is
also estimated to have been higher than in 1971,

The increase in the level of retail pricss, estimated at almost 12 per
cent during 1972, appears tg have eliminated the modest growth in value
terms, Indications, therefore, are that real growth was negative.

In the external sector, the extremely large deficit on merchandise
trade, amounting to more than 183 million dollars in 1971, is expected
to be higher when final figures for 1972 become available, But improved
earnings from tourism should, to some extent, improve the services sector
of the balance of payments,

/Table 1
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Table 2
BARBADOS ¢ IMPCRTS, EXPORTS AND VISIELE TRADR BALANCE
(Thousends of dollprs)

Exports Visible
Year Imports trade
Total Domegstio Re=oxports balance
1968 168 025 80 230 59 64 20 533 - 8 795
1969 194 553 74 255 57 356 16 898 ~120 298
1970 235 005 28 080 61 oo 17 cko ~156 925
1971 g/ 260 516 46 862 62 573 15 290 -183 654
1972
{Jan~-
June) 133 91’4 sas eee ave tve

Seurss: Economis Survey, 1971; Leonomie Planning Unit, Barbados,
a/ Provisional,

/BOLIVIA



BOLIVIA

In 1072 the Bolivian economy showed signs of recovering the rapid
rate of growth which it had temporarily lost in 1071, since the gross
domestic product increased by 6 per cent, which, although slightly below
the rate of 6.3 per cent mainteined between 1965 ond 1970, was an improvement
on the increase of only 3.8 per cent recorded in 1971, This improvement
wes due mainly to the combination of several positive factors, namely,
the recovery of tin prices from the depressed levels of 1971; the continued
growth of the production of crude petroleum which was initiated in 1970;
the beginning of exports of natural gas to Argentina; the upswing in the
construction of dwellings, and the expansion of activities in several
branches of industry as a result of national production of raw materials
and better preventive action agesinst smuggling. These factors, along
with others, gave rise to generael dynamism in most sectors. Only in
agricul ture and transport and communications was the growth rate lower
than that of the gross product.

This dynamism, however, provoked serious stresses in the economic
system. Thus, the increased real demand for imports in the first eight
maonths of the year caused severe pressure on the country's scanty foreign
exchange rescurces, which had heen adversely affected by the cessation
of foreign eid and the difficulties experienced in exporting petroleum
from Bolivian fields, Furthermore, central government revenue did not
increase in proportion with expenditure and transfers to the rest of the
public sector. As @ result, inflationory pressures and the strain on
the balance of payments graw more intense.

In order to deal with the situction, the Goverrment devalued the
Bolivian peso from 11,83 toc 20 per doller and made changes in the national
budget. As these and other measures were teken in the last guarter of
1972, however, their full effect has not yet beccme evident.

In the external sector, most of 1972 was marked by a downward trend
in the country's international reserves, but this trend was reversed
by the devaluaticn of the peso in October. The negative balance on the
current account was slightly greater than in 1071 because of the increase
of imports over exports. The inflow of cepital was so lorge that it
easily covered this deficit, however, leaving a surplus which improved
the position of the monetery authorities by 10.9 million dollars.

/Table 1
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BOLIVIAs: BALANCD

OF PATILNTS

{M11lions of dollars)
1966-1.970 1970 1971 1972 o/
Currents acount
Exports of goods and services 17645 21045 2054 222.7
Goods FOB 16349 19547 19043 207 .4
Services 12,6 4.8 15.1 15.3
Imports of goods and services ~199.1 21047 ~22641 ~224,5
Goods FOB -158.3 ~16642 ~17647 -192.3
Serviges "“’0.8 —1-!-,-}.5 "L,'9‘u “'52-2
Net external investment inocone ~18.5 =23 48 ~24.7 ~28.5
Net private transfer paynents 1.0 1.5 0.8 1.5
Balance on ocurrent account 0.3 22,5 <ile6 ~48.8
Capital accoufit
Het external financing {asb+e+i+e) 4043 2245 Ih.6 8.8
a) External non-compensatory capital 7,5 Loe2 587
Direct investment ~1147 261 242
Long~ snd medium~term loens 6546 51.4 6.2
Amortization payments «17.0 «20,1 ~21.5 S 55.8
Short-term lisbilities 1,1 Lk 9e6
Offieial transfer paymeirts 945 2.4 4.2
b) Domestic non-compensatory sapital or assets =19 =344 0.9
¢) Errors and omissions ~640 ~1548 214 J
d) Allooation of SDRs 1.0 4,9 4.0 349
e) Net aompensatory movements (inorease -~) ~0e3 3.4 2. -30.9
Balanoe=of-payments loans, trade arrears,
IMF position an other Jliabilities of
monetary authorities 5e2 2e2 1562 I
Amortization payuents 247 - -4,0 .
Poreign exchange (increass =) ~048 0.l 7 40 ves
Gold (increase =) =l =340 ~1.8
SDRs (increase =) =0¢6 =247 - vee

Souroe: IMF, Balance of Pgyments Yearbook, vols. 23 and 2i,

af ECLA estinmates based on offielal statistics.
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BRAZIL

The process of rapid economic expansion begun 1n 1058 was meintalned
in 1972, when the gross domestic product increased, according to
preliminary estimates, by 10.4 per cent -~ only slightly less than in
1871, The outstaending feature was the performance of the external
sector, where there was an increase of 38 per cent in exports of goods,
as against an increese of almost 30 per cent in imports. The deficit
on the merchandise account came to 220 million dollars, and the deficit
on the current account amounted to 1,415 million dollars, but this was
more than covered by an abundant inflow of capital which gave a final
balance of payments surplus of 2,300 million dollars and brought total
international reserves to 4,000 million dollers,

Industrial growth, which exceeded that of the previous year, was
due to the dynamism of the motor vehicle, metal products and mechirery,
chemical, electrical equipment and communications industries. Textiles
and clothing, in contrast, grew only slowly, but production of beveroges,
fondstuffs. and tobacco increased more rapidly than in the previous year,

In egriculture, the upward trend of previous years in the production
of soya beans, cotton and fruits wes maintained, but thers wns a drop
in output of products such as wheat, coffee, cocoa and potatoes.

Up to Cctober, loons by the banking system to the privete sector
had increesed by as'out 30 per cent over the total For the corresponding
period the year before. Monetary issues were not used to finance the
public deficit, and as in 1271 the surplus recorded by the national
excheguer in September amounted to 2,000 million dollars., Ouring 1272
the minimum wage wes increased by 20 per cent, while the cost of living
index in Guanabora rose by about 14 per cent.

Several projects considered to be of a strategic nature were
initiated or made substantiel progress in 1972, which marked the
beginning of the implementation of the 1070-1974 National Development Plan.
Thus, construction work continued on the Trans-Amazonia Highway, which
is being built with the aim of promoting naticrnal integration and
gxpanding the sconomic frontier,

In the field of agriculturel policy, minimum prices continued to
be set for a number of products, and financing for the modernization of
egriculture in the southeast and south was stepped up, while work began

/on the
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on the selection oF latifundic in Pernembucco, Ceais and Pareibe for
expropriation and distribution among the peasants. In order to modernize
the marketing and distribution of agricultural products, "oxport corridors®
were set up. These involve the improvement of harbour, reil and roead
services, with a consequent reduction of costs: a typical example is the
sugar terminal at Recife.

Industrial policy is closely linked with the promotion of exports
of manufactures. In order tc improve internationel competitiveness and
modernize the industrial sector, the Government has encouraged the merging
of existing enterprises in Brazil and has author.<ec the importation of
complete industriel plants intended basically to produce goods for export.

/Table 1
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BRAZIL: BALANCE OF PAYMENTS

(Mi1lions of dollars)

1%66=
1970 1971 1972e
1570 97 97 972¢/
Zurrent account
Exports of goods and services 2 283.8 3 06340 3 2770 4 430,0
Goods FOB 2 065¢2 2 73920 2 87640 3 980,50
Services 218,6 32940 40Le0 L5040
Imports of goods and sarvices -2 350, 4 =3 29740 <4 20940 5 250.0
Goods FU8 ~1 81948 «2 5070 w3 25060 4 200,0
Ssrvices «5U0,6 «790,0 «95940 «1 050.0
Net external investment incoms 33004 ~1428.0 «51740 ~605¢0
Net private transfer payments 254 130 740 1040
Balance on current account «38145 ~644,0 =1 42,0 ~1 1540
Jepital seoount
Net external finsncing (a+tbtc+d+e) 3816 64,0 1 442.0 1 5.0
) Net extersai non-compensatory capital 74942 1 222,0 21148
Direct investment 1648 19500 22540
long end medium~term loans 83248 1 143.0 1 564.0
Amortization payments =390 4 =47540 52000 r 3 06850
Shorteteorm liabilities 12904 35,0 85lh0
Official transfer payments 206 8.0 4,0
&) Domestioc non-compensatory capital or assets w5600 «41.0 ~15640
(6) Errors and omissions =846 8e0 42.0
@) Allocation special drawing rights . 11.8 5940 .0 7.0
(e) Net compensatory movements (increase =) «314e8 «634,0 «53940 w2 300s0
Balence«of=payments loens, trade arrears,
IMF position and other ligbilitles of the
monetary authorities 3346 1.0 300 eos
Amortization paymeats «17640 «10160 w1540 evs
Pocelen sxohange (luoreasc =) «131.6 «367¢0 ~50640 ene
Gold (increase 0-) «28.4 -105:0 - eve
Special drawing rights {increase =) =221 «6240 1840 one

Source: IMF, Belence of Paymen’s Yearkook, vols. 23 and 2e
&/ Ectimates, on the basis of cfficial statisticse
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COLOMBIA

Colombia's domestic product, which had been growing at the rate of
5,7 per cent since the mid=1960%s, grew by 6,5 per cent in 1972, tharnks to
the excellent results obtained from agriculture and manufacturing and to
the boom in exports,

Agriculture made a striking recovery: its growth rate rose from
2.7 per cent in 1971 to 5.6 per cent in 1972, Manufacturing maintained its
previous favourable trend, with an increase of 9 per cent, Added to this
was the exceptional expansion of about 24 per cent in the value of exports,
favoured by the high world market prices and the larger supply of exportable
goods during the year,

The remaining sectors of production - except for construction -~ grew
at the same rate as the overall economy; basic services rose by 8,2 per
cent and commerce by 6,7 per cent,

In contrast with the notable expansion of exports of goeds, wihich rose
from 756 million dollars in 1971 to 936 million in 1972, imports declined
somewhat, which led to a reduction of 232 million dollars in the current
account deficit and a rise of 170 million dollars in internaticnal reserves,

In spite of the production increase, the domestic supply of grods
and services rose by only a little more than 3 per cent, partly Lecause of
the drop of 6 per cent (in quarntum terms) in the supply of imported Suods and
services, and partly because of the sharp increase of 11 per cent in
external demand, also at constant prices. On the other hand, cepital
formation rose by 5.8 per cent, with the public sector presumably increasing
at a higher rate.

One of the Government®s main concerns during the year was to curb the
inflationary pressures which had been making themselves felt since 1971,
That year the price index rose by 14,7 per cent for wage-earners and by
12.6 per cent for those employed on a salary basis, In 1972 both indexes
went up by a rate of about 14 per cent, which tapered off somewhat towards
the end of the year,

/Various factors
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Various factors contributed to the increase in domestic prices, one
of the most important being the rise in domestic demand, stimulated by the
monetary expansion, which was not satisfied by the domestic supply of gocds.
Moreover, by December the means of paymert had increased by 24.4 per cert
(compared with 11 per cent in 1971), and bank credit by 17.2 per cent,

This whole process was also influencad by the extragrdinary expansion of
international reserves and the generally high world market pricese

/Table 1
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Table 2
CGLOMBIA: BALANCE OF PAYMENTS

(Miliions of dellars)

1566

1570 1970 1971 1972 of
Current account
Exports of goods and services 808.0 - 1 000.0 28l.0 1 17540
Goods FOB 63242 788.0 75640 93660
Services 17548 21240 228,0 23%0
Imports of goods and services 90566 -1 149,0 -1 252.0 ~1 20140
Goods FO3 ~633+6 ~80240 «876.0 ~81640
Servises 27200 3470 «374,0 «385.0
Net exterral investment income ~12546 -180.0 ~178.0 ~1387.0
Net private trarsfar payments 1-8 ~1s0 =360 U0
Balance on current accsunt «221e4 =35000 =5,0 «21760
Capital acoount
Nat external fimancing {(a+bec+d+e) 2214 39068 43,0 2170
a) Net external non-comoensator:s capital 26648 Los,.0 382:0 7
Direct invesiment 45,8 L3,0 40,0
Long- and medium-term loans 225.4 30840 279.0
Amortization payments ~90.6 =121.0 -13240 S 3700
Stort-term liabilities 59.8 158,0 164,0
0fficisl trensfer payments 2604 2740 31.0
b) Domestic non-compensatory capital or assets ~%eb 38,0 «10s0
6) Errors and omissions =54 <1840 U5.0
d) Allocation SDRs Yy2 21,0 17,0 17.0
o) Net compcnsatory movements {incresses) ~34.6 ~42,0 15,6 =170,0
Balance-of-peyients loans, trade arrears, DW
position and other liabilitles of the monetary
suthorities 68.6 ha,0 530 ese
Amortizatiow payments 7948 -87.0 «H2.0 eoe
Forsign excuauge ({:.cressee) «Zte0 240 10,0 esa
Gold (increasu~) 0s6 1.0 340 oon
SDRs (increage-) - - ~Se0 vae

Svarce: IMF, Balance of Payments Yearbook, vols. 23 and 2k

& Estimates, on the basis of oifficial statistics.
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COSTA RICA

Costa Rica's economic situation improved in 1972, According to
preliminary information, the gross domestic product increased by an
estimated 5 per cent, which is 1 per cent more than the rate recorded in
1971, although it does not compare favourably with the apnual rate of
6.9 per cent recorded between 1965 and 197,

The increase in the growth rate of the gross domestic product achieved
in 1972 was due entirely to the expansion of service activities, The growth
rate for basic services attained 7.5 per cent, while that for other services
amounted to 5,2 per cent, compared with increases of 6.2 per cent and
4,2 per cent, respectively, in 1971, The considerable increase in exports
undoubtedly helped to give impetus mainly to commerciel and transport
activities; the growth rate of the sectors producing goods declined from
6«7 per cent in 1955-1970 to 5.5 per cent in 1971 and 4,2 per cent in 1972,
this loss of dynamism being shared, generally spesking, by all the production
sectors,

In the external sector, the faster growth of exports and the very
modest increase in imports, together with exchange caontrol measures and their
repercussions, resulted in the current account deficit being 20 per cent less
than in 1971, with a continued improvement in the net international reserves
position of the country,.

The growth of exports by about 18 per cent (at 1960 prices) was due
to the larger volumes of goods sold, since the unit values remained at
levels similar to those of 1971, As in that year, most of the exports
consisted of traditional agricultural products, Because of the diffilcult
situation of the Central American Common Market and problems of competition
affecting manufacturing, Costa Rica's sales within the sub-region were not
very satisfactory.

As a result of the moderate expansion of domestic demand and the
restrictions imposed, imports grew less than the year before (5.1 per cent
in 1972 as against 7,2 per cent in 1971), and there was a charge in their
structure in that the relative importance of consumer goods fell, while there
was a corresponding rise in the share of raw materials and capital goods,

/Cepital formation
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Capital formation in the private sector continued to grow only
slowly (by about 4 per cent), while public investment, which had reached
guite high levels in 1971, grew by only 5 per cent on account of the
completion of many of the projects which had been under way.

In the field of economic policy, the exchange restrictions imposed
in 1971 in respect of imports from the rest of the world remained in force,
Joint agreements were concluded with the other members of the Central
American Common Market, and fiscal reform providing for incentives for
manufacturing was put into effect, The increase in the amount of credit
granted to the private sector by the national banking system was less than

in 1971,

/Table 1
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Table 2

COSTA RICA: BALANCE OF PAYMENTS

(Millions of dollars)

1966m
19/0 1974 19728,
1970 7 & 2/
Current account
Exports of goods and services 210,2 280.1 286,68 33648
Goods F(B 17349 231,0 230,7 275.0
Services 3643 49,1 5641 61.3
Imports of goods and services 25447 ~346.5 »381.9 05,1
Goods F(B =207.5 286,68 ~315,3 =335 0
Services wAi7,2 5947 6646 ~70a1
Net foreign investmert income ~17.4 «20,0 2240 2648
Net private transfer payments 4,1 3ot 3.8 bl
Balance on current accourt w5748 ~33.0 ~113.3 ~90,7
Capital acsount
Net external fimancing (a +b + ¢ + d + e} 5746 83,0 113:3 9047
{a) Net nonwcompensatory extermal capital 4.6 79.1 1371
Direct investment 17,1 264 20.8
Long and mediumeterm loans W6 4242 hg.2
Amotization payments ~23.8 ~19,2 137
Short-term liabilities 2247 2742 836 L 919
Official transfer payments 440 245 392
{(b) Domestic non-compensatory capital and assets el =509 =led
() Errors and omissions 8,1 «3elt 14,7
{d) Allocstion of SIRs 0.8 be2 3.4 R
{e) Net compensatory movements (increase -) =546 940 ~10.6 .6
Balancewo f=payments loans, trade arrears,
IM' position and other liabilities of
the monetary authorities 11,7 1.7 8,8 vee
Amotization payments <18,k o2 =50 ees
Foreign exchange (increase =) 1,6 15,7 ~20,2 vee
Gold {increase =) =145 He0 547 see
SDRs (increase =) - =0e2 0.1 cue

Source: IMF, Balance of Pavments Yearbook, vols, 23 and 24,

2/ Estimates based on officlal statistics,
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During 1972, the process of change in the structure of ownetship
initiated in November 1270 contirnued its course, while the gross domestic
praduct expanded by some 3.4 per cent.

According to preliminary official estimates, the agricultural
product declined slightly, down by 0.3 per cent, reflscting a drop
of 0.8 per cent in crop-farming, an increase of 3.7 per cent in stock-
farming, and a drop of 30 per cent in fisheries. Mining activities
eppear to maintain production at the 1971 lewvel, with increasee in
large-scale copper mining (3.7 per cent) and small- and medium-scale
mining (2.3 per cent), and a decline in iron, coal and nitrate production.
Manufacturing, according to the index prepared by the National Institute
of Statistics, recorded an increase of 2.8 per cent, with growth being
slow in foodstuffs and textiles, and more rapid in chemicals and the
basic metal industries, while there was a downturn in production of
electrical appliances, apparatus and articles. Construction grew hy
2 per cent, basic services by 3.7 per cent (with a high rate of growth
in electricity, gas and water, and a rate of only 2 per cent in transpart
and communications), while miscellaneous services grew by 4.8 per cent,

In the external sagtor, according to preliminary estimates that
are subject to revision, the value of merchandise exports amounted to
867 million dollars, 10 per cent less than in 1971, This is attributable
in the main to the drop in the value of conper exports. Moreover, the
structure of the destinatian of exports has changed particularly from
1970 onwards. For example, the share of exports to the United States
and Canada fell from 34,5 to 2.1 per cent of the total bhetween 1954
and 1971, while that of exports to western Eurocpe grew from 9.2 to
14.2 per cent. The share of exports to other Latin American countries
grew from 9.2 per cent to 14.2 per cent over the seme period, while that
of exports to sastern Europe rose from 0.4 to 3.0 per cent, and to
the rest of the world from 17.1 to 20.7 per cent, In 1272, the FOB
value of merchandise exports amounted tc 1,153 million dollars, an
increase of 23.6 per cent over 1871, one of the main factors being the
increase in import prices. Between 1070 and 1877 important changes also
occurred in the structure of the origin of imports. There were
significant increases in the share of imports from Latin America
(from 20.6 to 38.7 per cent), eastern Europe (from C.5 to 7.0 per gent)
and Africa, Asia and Oceania {from 9.1 to 15.2 per cent), while the
share of imports to the United States and Canada fell (from 38.2 to
12.5 per cent), as did that of imports from western Europe (from 3146
to P6.5 per cent).

/The current
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The current account deficit in the balance of payments was
approximately 600 million dollars, substantially more than in 1971.
During the year the external debt was renegotiated, and payments in the
amount of slightly over 400 million dollars were deferred.

Current fiscal revenue dropped by close to 12 per cent at constent
prices over 1971, while current expenditure rose by 11 per cent at constant
prices. As a result, the current account deficit more than doubled. In
the capital account, investment dropped by some 25 per cent, and
amortization payments by 36 per cent. Betwsen January and the end of
November 1972, the money supply in the private sector expanded by £9.8 per
cent, and the total morey supply by 112.9 per cent. With regard to
credit policy, most credit was granted by the Central Barnk to the State,
the decentralized agencies and public enterprises.

Consumer prices rose by 77.8 per cent over 1971 in terms of annual
averages, and by 163.4 per cent between December 1971 and December 1272,
For 1271, these figures were 20.1 and 22.1 per cent respectively.

With resnpect to employment, data from the National Planning Office
(ODEPLAN) indicate that the annual average rate of unemployment fell
from 5.1 per cent in 1970 to 4.6 in 1971 and 4.0 in 1972,

The main aim of economic policy was to continue with the process
of transferring to the State the ownership or control of certain activities
considered of key importance. With this end in view, activities
cantinued to build up the area of public ownership of the economy - with
an increase in the number of industries either requisitiorned or placed
under State management particularly in the industrial sector - and to
speed up the egrarian reform,

/Table 1
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Table 1

CHILE: BALINCE OF PAIENTS

(Millions of dollars)

1966~ 1970 197 &/ 1972 a/
1970
Current aocomt
Exports of goods and services 1 1154 1 267,0 1 08640 97740
Goods FOB 988,8 1 12440 585,0 86740
Services 126,6 143.0 101,0 110,0
Imports of goods and services «1 016,2 -1 202,0 wL 19340 ~1 4040
Goods FOB «79244 ~928,0 55740 =1 183,0
Services w2238 =271, 0 «236,0 w2570
Net external investment inocome «198.8 ~17940 ~11240 «137400/
Net private transfer payments 340 - -
Balance on current account «95.6 «214,0 «21940 ~600,0
Caplial account
Net externsl finaneing (a + b+ 6 + d + 6) 96,6 114,0 219,0 aes
(a) Net external non-compensatory capltal 226,46 235,0 ose
Direot investment 3346 19,0 ooe
Long~and medivmeterm Joans 303¢ 4 380.0 avs
fmortization payments ~139,8 Qb0 N w964 ese
Shord-term lisbilities 25,1 ~2440 see
0fficlal trensfer rayments 440 - —
{b) Demestic non-compensatory scapitsl and assets 1252 7¢0 eos
(¢) Errors and omissions =284 46,0 ) ees
(d) Allccation of SIRs L2 2140 16,9 16,7
(e) Net compensatory movements (increases) «93.6 «89,0 298,45 veo
Balanoe~of~payments loans, trade arrears, IMF position B )
and other 1iabilities of the moretary authoritlies lnch 5¢0 103,0 oee
Amortizotion payments 82,2 w7340 «20,0 ose
Foreion exchenge (increase=) 41542 8,0 23945 see
Gold (:‘.ncrease-) ~3a2 "'7_70 "'14’02 see
SDRs (inorea.se-) -’4'.11’ «22,0 "1908 ese

Source: II1F, Balance of Payments Yearbook, vols, 23 and 2L,

&/ Estimates based on officlal statistics,

}3/ The payment of interest on the debt refers to accrued values, The difference between this value and the sum

reld ghould appear as caplital Inflow,
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ECUADOR

In the last few years the new petroleum activities have altered
Ecuador'®s pattern of development and opened up fresh ecoromic prospects.
During 1972 the gross domestic product grew by about 11.3 per cent, as a
result of the expansion of mining, to which the larger output of petroleum
contributed directly and which, together with manufacturing, grew by
23.2 per cent. In particular, the completion of the 500~kilometre oil
pipeline between the oilfields and the port of Esmeraldas enabled exports
of petroleum to be initiated in the middie of August, at the rate of some
180,000 barrels a day. Manufacturing activity was also intensified mainly
by the demand created by the development of petroleum and by the fiscal
incentives which have been established. Services, including basic services,
stepped up their activities by about 15 per cent. O0Only agriculture did
not participate in the general dynamic trend and continued to grow slowly,
though at a somewhat higher rate than in previous years,

The salient development was a radical change in the level of exports
of goods, which rose from 244 million dollars in 1971 to 323 million in
1972, mainly because of the sales of petroleum, amounting to nearly
60 million dollars. In addition, the sales of traditicnal expert products,
which represent two-thirds of the total, increased by 9 per cent owing to
favourable external prices. Other export commodities, including a number
of manufactures, once again increased sharply, this time by arcund 24 per cent.
With the virtual stagnation of imports, in contrast to the notable expansion
of exports, the trade deficit was reduced from 108 to 28 million dollars
between 1971 and 1972, When petroleum began to be exported, however, net
remittances of profits and interest rose by 18 million dellars, and the
firal result was that the current account showed a deficit of 170.5 million
dollars, or some 60 million dollars less than in 1971. Added to this there
was a net inflow of non-compensatory capital totalling 220 million dollars
(23 million more than in 1971), so that international reserves showed a net
increase of 55 million dollars. It will be remembered that in 1971 they
had dropped by 30 million dollars.

A restrictive policy was followed with respect to public expenditure
with the purpose of reducing the Treasury deficit which had been increasing
in recent years and which was estimated at around 1,900 million sucres. An
external loan of 40 million dollars was obtained to help finance it. In
the last few months the State also obtained income from taxes and royalties
on petroleum exports, which is estimated to have amounted to 35 million
dollars.

/Domestic demand
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Domestic demand increased by only about 6 per cent in 1972 (as against
11.5 per cent in 1971), despite the substantial growth of the product.
This was due to the drop in imports at constant prices and the considerable
expansion of exports, contrary to what happened the year before, Capital
formation, moreoever, suffered the effects of the completion of the oil
pipeline, and government consumption expenditure was affected by the
restrictive measures that were put into force.

The consumer price index in Quito and Guayaguil increased by
7.9 per cent respectively in 1972, compared with 8,4 and 9.8 per cent
respectively in 1971, The increase in the money supply was 17.8 per cent
in 1972, as against 12,9 per cent in 1971.

/Table 1
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Table 2

ECUADOR: BALANCE OF PAYMENI'S

(Millions of dollars)

Current ancomt

Exports of goods and services
Goods OB
Services

Inports of goods and services
Goods FOB
Services

Net external investment inoome
Net private treansfer payments

Balanoce on current account

Capiinl acoount
Net external finanoing (a + b4 o + d + 8)
{a) Not external non-compensatory capital
Direcct investment
Long=and medium~-terta loans
Amortizatlicn ppymants
Short~term llabiliiies
0ffisiad transfer payments
(b) Domestio non-compensatary caphtal or assats
(¢) Errors and omissians
(d} Allocation specdal drawing rights
(o) Net compensatory movements (inorcase~)
Balance-of-payments loans, trade arrears, IMF
position and other liebilities of the monetary
authorities
Arortizotion puyments
Foreign exchange (inorease~)
Gald (increase-)
Spesial drawing rights (inercase-)

1966 1972
1570 o WA
24,6 2560 2684 3545
20505 2328 243 3232
13,1 233 24,1 N3
“200,9 @36l <H70.7  ~H80,0
=209,6  «262,3 w3527  «35C.8
~71e3 w98,8  w118.0  ~12942
"2708 "33-5 "35'0 "5300
ko Selt 5¢3 800
“79¢4 1331 -2%L0  AA70.5
794 1331 2320 L70.5
76,7 3259  188,4
“LP_J 900 15645
ooy 9.8 6.8
“15,6  ~204  -2l6 5 22146
1.1 ~1.8 2,0
746 8s3 7s7
~0e3 47 <1.0
3ot 2,42 10,8
0¢8 he2 3.5 35
=342 =349 30,3 ~5le6
11,3 2249 2048 vas
645 6,5  AllO
~5e3 =213 23.3
~241 1.1 0qlt vos
- ~0el "302 sen

Sourcet IMF, Balance of Payments Yearbock, vols. 23 and 2li,

&/ Estimates cn the basis of official statistlos,
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According to preliminary information, the gross domestic product
grew by around 4,5 per cent in 1972. This represents a recovery from
the rate of 3.3 per cent recorded in 1971 and a return to the levels
attained in the period 1965-1970.

The expansion in production activities was due primarily to the
vigorous growth in external demand, which increased 19 per cent after
having remained unchanged for three years. This improvement was
attributable above all to exparts to countries outside thke sub-region.
Sales of sugar and cotton were particularly good, while there was a
recovery in sales of coffee on the traditional markets. In addition,
there was a considerable increase in public investment for the second
year in succession and a moderate increase in exports to the Central
American Common Narket. The effect of these factors was attenuated,
however, as in the other Central American countries, by adverse weather
conditions which affected ths production of besic grain crops and by
tihe cautious attitude maintained by the private sector in view of thes
critical phase through which the Central American Common Market is
passing.

The biggest contribution to the increased product came from the
traditicnal branches of export agriculture {coffes and cotton) and the
production of sugar carme. There was also a substantial incresses in
construction activities, but production levels in domestic agriculture
fell and the production of manufactures for the domestic market grew
only slightly, The manufacturing sector continued to be dependent on
exports to the Central American arecs, and this resulted in a sluggish
rate of development of the industrial product which contrasted sharply
with the expansion process of the mid-1980's,

The noteworthy increase in exports and the more modest increase
in imports recorded in 1972 meant that the current account deficit of
the balance of payments was smaller., Indeed, the account was almast
balanced, and the inflow of non-compensatory capital led to a strengthening
of the country®s international ressrves. Unlike 1971, when exports of
goods practically stagnated, such exports increased rapidly in 1972,
more because of the larger volumes exported (+13,5 per cent, the:
increase being particularly great in the case of traditional agricultural
products) than because of an increase in average prices (+3.6 per cent),

/About 310
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About 310 million dollars was received from this source. It may be noted
that, since the crisis in the Central American Common Market, E1 Salvador
has been trying to find new markets, especially for its manufactures.

In contrast with the big rise (14.6 per cent) in imports of gaods
and services in 1971, imports rose more moderately in 1972 {7.8 per cent).
It is possible that this more moderate increase may be due to the fact
that in 1971 stocks were perhaps built up beyond the levels actually
required by the economy,

Net inflows of capital were similar to those recorded in 1971,
With the virtual balance achieved on the current account, the deficit
on which was reduced from 33 million dollars in 1971 to 1 million
dollars in 1972, this resulted in an increase of 25 million dellars in
net international reserves.

Current central government saving continued to increase (by 22 .4 per
cent) in 1972, and together with the internal and external financing
received this helped to maintain the dynamism of capital formation
expenditure. The credits granted were assigned mostly to long-term
needs, to the agricultural and industrial sectors, and to various new
activities, rather than to short-term financing.

/Table 1
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Table 2

EL SALVADOR: BALANCE OF PAYMENTS

(Millions of dollars)

Current acoount
Exports of goods and servises

Goeds F(B
Services

Imports of goods and servi.t_aes

Goods FOB
Servioes

Net external investment lnocue
Net private transfer payments

Balenoa on surrent aacount

Capitel ascount
Not external financing (atbigid+e)

a) Net external nen~scmpensotory sapital
Direoct investment
Long- and medium-term loans
Amortization payments
Short~term liabilities
Official transfer poynats
b) Domestic nonecompensatory eapital or assets
o) Errors and emissions
d) Allooation SDRs
e) Net compensatory movemsuts (increase ~)

Balanse-~of-payments loans, trade arrears,
IMF position and other liabilities of
the monetary suthorities

Amortization payments
Foreign exchange {inoreesec =)
Gold (inerease =)

SIRs (increaso =)

1966-1970 1970 1971 1972 aof
22943 25040 25241 312.0
208.1 22941 22748 285.0

212 2049 24,3 2.0
«25241 =253 48 =291,0 =313.8
~19846 19447 ~227¢3 ~2h5.0
"5365 "59.1 "63.7 "6&.8

-8-3 "'818 m1042 '41‘7

84 1244 1641 12.5
2247 (42 «33.0 -1.0

2247 0a2 33,0 1.0

2541 h7 2747

7 347 7.0

15.7 8-7 1348

=lt¢5 648 ~10,7 > 224

343 72 1645

3e2 1.9 1.1

=1.8 a0 «1l,0

“'3 «1 “003 "209 s

0.8 l“'az 3 07 3 '7

1.7 -'12 .l" 5 .5 "‘25 WX

11.5 1.1 13.4 .o

-8.0 '12.1 -’7.5 'YX}

-2 07 1.1 1.7 sey

009 w2 05 Oel ves

- - “2s2 sew

Sourge: IMF, Balance of Poyments Yeerbook, vols. 23 and 24,

&/ Estimates, on the basis of official statistics.
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WEST INDIES ASSOCIATED STATES

According to preliminary estimates, the gross domestic product at
current factors cost grew by approximately 8 per cent in 1972, less than
in 1971 (9.3 per cent) and in the period 1967-1971 (9.8 per cent),

Agriculture continued to decline, Sugar production dropped markedly
and other agricultural export products declined to a slightly lesser
extent, with the exception of banana output which apparently maintained
1971 levels, Agriculture for domestic consumption maintained, generally
speaking, its levels of production. In some sectors, the production
of root crops, fruits and vegetables increased, mainly in response to
the stimulus of the Agricultural Marketing Protocol to the CARIFTA
Agreement, ‘The value added for the Goverment sector appears to have
repeated in 1972 the notable rate of increase recorded during 1970
and 1971, Construction, closely linked with public expenditure and
tourism, increased in 1972, owing to housing and construction programmes
in the public sector and to the increase in the availability of hotels
for the tourist industry. The services sector grew substantially
in 1972, at a rate similar to that registered for the Goverrment,
construction and tourism. The output of the manufacturing sector, of
little relative importance, apparently did not achieve a very high rate
of growth, although it did achieve a wider variety of output tharks to
some new industries,

As regards the external sector, it is estimated that the deficit
on the balance of trade increased by 210 million East Caribbean dollars
(one East Caribbean dollar is worth 50 cents of one United States dollar)
to around 235 million dollars in 1972, although the value of exports
appears to have recovered slightly after the decline registered in 1971.
Imports continued to increase significantly, especially imports of
construction materials and other manufacturing goods; over the last
few years there has been no significant variation in their structure
or origin.
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The gross domestic product increased by 6 per cent, slightly more
than in 1971 and during the period 1965-1970, In contrast to the previous
year, when domestic demand generated the dymamic impulses, 1972 dynamism
was due to the recovery of exports, Private investment increased by
5.3 per cent (in 1971 it had increased by 9.8 per cent), with the cutting
down on inducements as a result of the problems of the Central American
Common Market; public investment, however, continued to increase (by 8 per
cent ), while consumer expenditure increased by 5.6 per cent,

Agriculture grew at a rate of around 6 per cent, as a result of the
increase in production aimed at satisfying external and livestock demand;
the growth rate of production for domestic consumption, however, (mainly basic
seed crops) declined substantially on account of the drought which affected
all Central America,

The performance of the manufacturing sector may be considered
relatively satisfactory, since it increased its growth rate from 5,4 per
cent in 1971 to 6 per cent in 1972, although the growth rates of before
the Common Market crisis have not yet been caught up onj increased domestic
demand probably contributed to strengthening its growth,

Following its wvirtual stagnation, construction activity recovered in
1972 and expanded by 5,6 per cent, The change in destination of private
investment contributed to this, more resources being given over to the
construction of buildings and dwellings, while public capital expenditure .
maintained its dyrmamism, The electricity sector achieved a growth rate of
10,6 per cent; te increase the possibilities of electricity programming,
the State acquired the Empresa Eléctrica de Guatemala S.A., whose sales
account for 79 per cent of natiomal totals,

As regards public finance, earnings continued to increase slowly,
while total expenditure, and particularly expenditure on financial investment,
expanded substantially and were S0 per cent up on previous levels,

Increase Government capital expenditure had a financial parallel in
the increase of net public credit granted by the banks from 58.7 to
92,5 million quetzals (up till September), while the increased dynamism of
domestic supply took the form of an acceleration of resources to finance
the requirements of the private sector, The balance of assets in the banking
system increased by 17 per cent; the money supply increased by 10.9 per cent
in comparison with 7,3 per cent in 1971,

/In the



In the external sector, the dynamic performance of exports and the
slight increase in imports, meant that the substantial improvement in the
trade balance contributed to reducing the deficit of the current account
from 40 tc 13 million dollars; this, plus inflows of capital, resulted in
an increase of 42 million dollars in international reserves., Exports of
goods recovered from the 1971 decline, owing the the favourable conditions
of the traditional international markets, and reached 334 million dollars
worth (15.4 per cent up on 1971). Imports of goods, however, registered a
poor growth, but purchases of consumer goods and raw materials increased,
while the growth of capital goods declined,.

/Table 1
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Table 2

GUATEMALA: BALANCE OF PAYMENTS

(Millions of dollars)

1966~

7 o7 1972 a
1990 1570 1271 af
Current account
Exports of goods and services 282,8 350.8 344.3 396,484
Goods FOB 246,0 298,3 290.5 335.1
Services 36.8 52,5 53.8 61.3
Imports of goods and services ~-295,7 ~335,4 -371.1 ~393,.1
Services -61.0 -58.8 ~79.0 -36,0
Net external investment income -26,0 =33.1 ~=38.6 ~-43.5
Net private transfer payments 11,1 17.9 2547 27.3
Balance on current account -27.8 0.2 -39,7 -12,9
Capital account
Net external financing (a+b+c+d+e) 27.8 ~0.2 39.7 12.9
(a) Net external non-compensatory R
capital 45,4 46,1 60.9
Direct investment 20.5 22,5 22,8
Long- and medium-term loans 63.9 71.7 79.9
Amortization payments -40,4 ~-46,9 46,1 ? 51.6
Short=term liabilities 1.0 ~1.3 5.2
Official transfer payments 1.4 0.1 -0.9
(b) Domestic rnon-compensatory capital
or assets ~11.8 -18.5 ~1,0
(c) Errors and omissions -4,1 -12,1 -10.9
(d) Allocation SDRs 0.8 4,2 3.9 3.8
(e) Net compensatory movements
(increase -) ~3.5 ~19,9 -13.2 -42,5
Balance~of-payments loans, trade
arrears, deferred payments, IMF
position and other liabilities of
the monetary authorities - 9.7 3.4 5.0 -
Amortization payments ~9,5 ~11.5 -4,0 ens
Foreign exchange (increase =) ~3.6 -9,6 ~5.5 oo
Gold (increase -) 0.3 ~0,2 ~249 ese
8DRs (increase -) -0.4 ~2.0 -5.8 see
Source: IMF, Balance of Payments Yearbook, vols., 23 and 24,

a/ Estimates based on official statistics,

/GUYANA
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According to the prelimimary information available, the gross domestic
product is estimated to have increased by 2 per cent at current prices
in 1972. This rate compares unfavourably with the average increase of
6.6 per cent recorded in the period 1968-1970 and especially with the
9.3 per cent increass recorded in 1971, Indeed, the gross domestic product
is estimated to have declined by around 2 per cent, bearing in mind that
in the period up to September 1972 domestic prices increased by 3.9 per
cent compared with the same period in 1971,

These meagre results are attributable to the poor performance of the
main sectors of the economy, particularly agricultures, where production
declined by 4,3 per cent, Manufacturing and mining showed no real improvement
in production over 1971, mining being moreover adversely affected by unstable
external demand, and output of rice and sugar cane, which accounts for a
substantial part of agricultural production, was severely affected by adverse
weather conditions in 1972, The government and construction sectors showed
lower growth rates than those recorded in 1971, but together with the
services sector they helped to offset the poor results of the main activities,

As regards expenditure, there was only a slight increase of 1.6 per cent
in fixed capital formation in 1972, This was due to the contrasting behaviour
of private and public investment, the first of which dropped by 25 per cent,
while public investment increased by about the same percentage. Stocks
decreased by 15 per cent, The final result was that total investment showed
a mere 0,7 per cent increase,

Both private and public consumption increased by around 6 per cent
in 1972, as in 1971, -

Guyara's export trend is determined by the output of the main
agricultural commodities, bauxite and alumina, and by the conditions
prevailing on external markets, Thus, in 1972 favourable external prices
for some important export commodities compensated to some extent for the
scanty increase in domestic output.

Preliminary figures indicate that imports in the first eight months of
1972 increased twice as much as the percentage increase in exports, so there
might well be only a slight trade surplus at the end of the ysar. Even so,
final balance-of-payments surplus is expected toc be greater than the 11,6
million dollars recorded in 1971,

l/ Unless otherwise indicated, all values are expressed in Guyara dollars,
which are equivalent to 50 United States cents,

/Table 1
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Table 2

(Millicns of dollars)

Current account

Exports of goods and services
Goods FOB
Services

Imports of goods and services
Goods FOB
Services

Net external investment income
Net private transfer payments
Balance on current account

Capital account

Net external financing (a+b+c+d+e)
(a) Net external non~compensatory

capital
Direct investment
Long- and medium-~term loans
Amortization payments
Short-term liabilities
Official transfer payments

1966~

(b) Domestic non-compensatory capital

or assets
(c) Errors and omissions
(d) Allocation SDRs

(e) Net compensatory movements
(increase ~)

Balance-of-payments loans, trade

arrears, deferred payments, IMF

position and other liabilities of

the monetary authorities
Amortization payments
Foreign exchange (increase -)
Gold (increase =)

SDRs (increase -)

o7 72
1970 1970 1971 1972 a/
282,8 350.8 344.3 396,.4
246.0 298,3 290.5 335.1
36,8 52.5 53.8 61.3
~-295,7 ~335.4 -371.1 ~393.1
~234,7 -266,6 -292,1 -307.1
-61,0 ~63.8 -79.0 -36,0
—26.0 "33.1 "38.6 "4315
11,1 17.9 25,7 27.3
-27,.8 0.2 -39.7 ~12,9
27,8 ~0.2 39.7 12,9

26,4 26.1 60.9 |

20,5 22,5 22,8

63.9 71.7 79.9

-40,4 -46,9 -45,1 E 5146
l-D ‘1.3 502
1.4 0.1 ~-0.9
-11,8 ~18.,5 ~1.0
-4,1 -12.1 ~10,9
0.8 4,2 3.9 3.8
-3.5 ~19.9 -13.2 42,5
9.7 3.4 5.0 see
-9.5 _11|5 "4-0 ses
"3.6 "'9-6 "5.5 [N ¥4
0.3 “D.z —2-9 L X 3 )
-0.4 —2.0 —5.8 se e

Source: IMF, Balance of Payments Yearbook, vols. 23 and 24,

a/ Estimates based on official statistics,
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According to the preliminmary information available, the grpss domestic
product is estimated to have increased by 2 per cent at current pricas
in 1972. This rate compares unfavourably with the average increase of
6.6 per cent recorded in the period 1968-1970 and especially with the
9.3 per cent inctrease recorded in 1971, Indeed, the gross domestic product
is estimated to have declined by around 2 per cent, bearing in mind that
in the period up to September 1972 domestic prices increased by 3.9 per
cent compared with the same period in 1971,

These meagre results are attributable to the poor performance of the
main sectors of the economy, particularly agriculture, where production
declined by 4,3 per cent. Manufacturing and mining showed no real improvement
in production over 1971, mining being moreover adversely affected by unstable
external demand, and output of rice and sugar cane, which accounts for a
substantial part of agricultural production, was severely affected by adverse
weather conditions in 1972. The government and construction sectors showed
lower growth rates than those recorded in 1971, but together with the
services sector they helped to offset the poor results of the main activities.

As regards expenditure, there was only a slight increase of 1.6 per cent
in fixed capital formation in 1972. This was due to the contrasting behaviour
of private and public investment, the first of which dropped by 29 per cent,
while public investment increased by about the same percentage. Stocks
decreased by 15 per cent. The final result was that total investment showed
a mere 0,7 per cent increase.

Both private and public consumption increased by around 6 per cent
in 1972, as in 1971,

Guyana's export trend is determined by the output of the main
agricultural commodities, bauxite and alumina, and by the conditions
prevailing on external markets. Thus, in 1972 favourable external prices
for some important export commodities compensated to some extent for the
scanty increase in domestic output,

Preliminary figures indicate that imports in the first eight months of
1972 increased twice as much as the percentage increase in exports, so there
might well be only a slight trade surplus at the end of the year, Even so,
firal balance-of-payments surplus is expected to be greater than the 11,6
millicn dollars recorded in 1971,

}/ Unless otherwise indicated, all values are expressed in Guyare dollars,
which are equivalent to 50 United States cents,

~ /Table 1
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Table 2
GUYANA: EXPRTS OF SELECTED PRODUCTS

(Millions of Guyams dollars)

Products 1969 1970 1971 | 19718/ ‘ o 19758/
Bauxite and alumine 12043 138,6 136.6 10,7 1.3
Sugar, rum and molasses 89.6 . 7943 102.8 76e3 8047
Rice 19.7 18,0 21.3 1649 1945
Timber 245 2.4 645 1.9 2.4
Shrimps 746 848 8.7 546 643
Diamonds 30 304 2.4 L 1.6 1.5

Source: External Trade Reporbs, and data supplied by stetistical Bureau, Guyana.

g/ January to October, except for timber, shrimps and diamonds, where figures are for Jamnuary to

August,
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HAITI

The Haitian economy in 1972 continued the process of recovery begun
during the last two years. According to preliminary estimates, the gross
domestic product expanded by 5.1 per cent, comparing favourably with the
annual average of 1.8 per cent registered in the five-year period 1965-1270,
This question was particularly due to the speeded up growth of the
manufacturing and basic services sectors; the external sector also evolved
favourably, owing to increasing tourism, and to the transfers and flows
of non-compensatory capital, Central Government income increased by 10 per
cent during 1972,

In 1977, the growth rate of services was greater than that of the
goods~producing sectors, which grew faster than the annual average of 1.8 per
cent recorded in the second half of the 1960's, but did not reach the
increase of 6.6 per cent recorded for 1971. This was partly due to the
weakening of primary activities. The agricultural product increased by
3 per cent, compared with 6.4 per cent in 1971, reflecting the decline
in the coffee harvest but alsoc the good maize, rice, beans, potato and
tapioca harvests, and good harvests in the majority of export crops
(cotton, cocoa, sisal and basic oils). Exports of raw and refined sugar,
despite the growing demand, reached 23,000 short tons.

Mining activities grew less (2.1 per cent) than during previous
periods. This may be gartly explained by the cessation aof copper production
at the end of 1971.

In the production of goods, manufactures and construction maintained
their upward trend, manufactures increasing by 8.7 per cent and
construction by 21.2 per cent. The low cost of land and labour, together
with the exceptional fiscal incentives, attracted foreign capital towards
small industry. The evolution of construction was even more dynamic,
since it received a sharp boost both from the public sector for work
on infrastructure projects and from the private sector, especially in
the construction of hotels.

Basic services expanded by 8.8 per cent and there was also significant

progress in the other services, thanks to the expansion of tourism and
manufacturing and a growing import capacity.

/In the
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In the external sector the trading balance continued to be negative,
increasing from € to 11 million dollars between 1971 and 1972. This
deficit illustrates the relative stagnation of exports in the face of
import requirements for consumer and capital goods. Exports of goods,
which had increased by 20.8 per cent in 1871, decreased by 1.7 per cent
in 1972, but maintained relatively high levels in comparison with previous
years. This result derived from a decline in coffee sales, the cessation
of copper production and the stagnation of exports of bauxite. The growth
rate of imports dropped from 17.2 per cent to 2.3 per cent between 1571
and 1972,

The capital account more than covered the deficit on the current
account producing a surplus, increased by the allocation to Haiti of
2.6 million dollars worth of special drawing rights. This increased
international reserves in 1972 to 8.5 million dollars, similar to figures
for 1971.

/Table 1
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Table 2

HAITI: BALANCE OF PLYIMGNTS

(1llons of dollars)

Current account
Exporis of goods and services

Goods FOB
Services

Imports of goods and servioces

Goods FOB
Services

Net extermal investment income

Net private transfer payments

Balance on current account

Capltel account

Net external financing (a +b + s+ d + @)

(a) Ket external non-compensatory eapital
Direct investment
Long and medium=-term loans
Anmortizatlon poyments
Short~term liabilities
0fficiel transfer peynents

{b) Domestic non~compensatory cepltal or assets
(¢) Errors and omissions

{(d) Allocation SDRs

{e) Net corpensatory movements (increase =)

Balance~o fepayments loans, trade srrears,
II¥ position and other liasbilities of
the monetary authorities

Lmorbization payments

Foreign oxchange
{increanse =)

Gold (increzse =)

SIRs (increase =)

1966 o .
1970 1970 1971 19722/
48,5 5249 6443 6743
3548 33,0 4741 45,3
10,7 13,9 172 21.0
'60.5 -69.5 "'785 6 "80‘5
2.4 7.7 «5549 572
18,1 -21,8 w2247 =233
~3elt =3¢6 =349 Sk
1242 1540 13.1 14,0
"502 “502 —5.1 -3.6
5e2 522 Sel 306

6.8 9,8 8a3

1.6 2.8 3.4

Ce8 1.2 2.6
—1.0 "‘1.3 "103

0.6 02 -2e? 10.1

4,8 6.9 +548
w2e2 - "'2.6 "3¢1+

1.1 “0e 9 6.3

0.5 2.5 2,0 2.0
-1.0 -306 "8- 1 "805

2.0 003 - o0
2ol 249 242 ove
"005 “0. 9 "2' 9 aey
-O.l L -\2. 0 see

- ~0,1 ~1.0 cas

Sourse: IMP, Balance of payments Yearbook, vols, 23 and 2l,
&/ Estinetes on the basis of official statistios,
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HONDURAS

During 1972 the gross domestic product grew by a little over 2 per cent,
which means a deterioration with respect to the annual rate of approximately
5,8 per cent at which it had been growing since 1965,

The agricultural sector as a whole increased by 2 per cent, which is
lower than the rate for the previous year and even that for the period
1965-~1970, Adverse weather conditions largely cancelled out the efforts
that had been made to improve the production of cotton, coffee and bananas,
among the agricultural export commodities, and of rice and maize among these
grown for domestic consumption, Livestock production was also affected,
its growth being barely 3 per cent,

The growth of manufacturing was only 2 per cent, which is much lower
than the rates of 7.3 per cent recorded in the five years 1965-1970 and
6 per cent in 1971, The processing industries and those producing intermediate
goods (especially chemical products, textiles, timber and non-metallic
mineral products) seem to have grown faster than the sector as a whole;
in contrast, the sectors producing traditional consumer goods showed little
dynamism,

The services producing sectors, except for the generation of electric
power, also reflect the weakness of the basic production sectors and the
effects of the scant dynamism of foreign trade,

As regards the evolution of overall demand, the volume of exports grew
more slowly, while investment expenditure by the public sector deteriorated
further, as did private consumption, Private investment showed a slight
recovery,

In the external sector, preliminary estimates indicate a relatively
favourable trend compared with 1971, since the current account deficit was
reduced from 29 to 14 million dollars. This smaller adverse balance is
attributable tc a further reduction in the value of imports (Ffor the
second consecutive year) and a rise in the value of exports of goods, although
at a lower rate than that attained in 1971, The most striking developments
among the main export items are the deterioration in banana sales and the
significant increase in external sales of coffee and timber (22,6 per cent
and 32,3 per cent, respectively). As regards other less important products,
exports of meat grew more slowly, while cotton exports increased considerably
to a value of 1,5 million dollars, or three times the sales effected in 1971.

/The value



The value of imports of durable consumer goods, non-metallic
intermediate products, capital goods and building materials declined in
absolute terms, while purchases of non-durable consumer goods increased,

The net inflow of long-term capital declined for the second year in
succession and there was an increase in liabilities, which are partially
associated with the maintenance of levels of economic activity, The net
international reserves rose by 8 million dollars, partly owing to the
allocation of special drawing rights to a value of 2.6 million dollars,

/Table 1
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Table 2

HONDURAS: SALANCE OF PAVILNIS

(iilliens of dellars)

1966~ .
14970 1971 197223
199 7 4 22/
Current account
Exports of goods and services 181.5 19645 209,14 22047
Goods FOB 166.0 178.2 1895 ~ 200,0
Services 2545 1843 19,9 20,7
Imports of goods and services 20045 -2, 3 21946 ~21%,3
Goods FOB ~16645 =203 4 ~177:5 ~17245
Services =340 0, 9 2,1 41,8
Net external luvestment income ~20a2 22,6 ~21.8 =23¢3
Net private transfer psyments 2.1 2.9 3.0 343
Balance on current acsount =371 5745 2940 =136
Ca,Eita.l account
Het external financing (a+ b+ c + 4+ e) 37.1 6745 2940 13.6
a) Net extermnl non-corpensatory oapital 566l 5746 2.6
Direct irvestment 947 8.4 Gult
Long and medium~tern loans 20,1 38.4 3241
Amortization payments wiiel =546 =86
Short-term licbilities 740 12,7 ~0s8 > 19.0
Official transfer payments 3¢7 347 3e5
(b) Domestic nonecorpensatory capital or assets “2¢5 249 5
(¢) Errors and omissions 2.7 0.9 ~1.5
(d) Allocation SIRs 0.6 362 27 7 2.6
(o) Net compensatory rovements (increase =) «0,1 8.7 ~043 ~8e 0
Balance~of=payments loans, irade arrears,
IMF position and other liabilities of
the monetary authorities 1.1 - 1.2 voe
Amortizetion peyments ~1k 0, 9 -
Foreign exchange {increase ) 0.5 Sel 1.2 eoe
Gold (inc-x‘ea.se —) "‘0.3 )‘".7 - san
SIRs (increase =) - 0,2 247 eon

Source: IMF, Balance of Payments Yearbook, vols. 23 and 2k,
3/ Egtimates besed on officlal statistics.
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JAMAICA 1/

On the basis of preliminary indicators, Jamaica's gross domestic
product at current factor cost is estimated to have grown by 7 per cent,
or negarly the same rate as in 1971, Using the 6 per cent increase in retail
prices during the year as an approximate deflator, it is estimated that the
real gross domestic product grew by almost 1 per cent. '

First estimates - at current prices - indicate that the value added
by the agricultural sector increased by 7.8 per cent, the contribution made
by sugar rose mainly because of the increase in external prices, but the
performance of other agricultural export commodities was less satisfactory.
In agriculture for domestic consumption, the output of part of the livestock
sector and root crops and vegetables increased sharply., WMining grew by
3.8 per cent, which is significantly lower than the rates recorded since 1262
and reflects the general weakness of the international market for bauxite and
alumina, and the fact that output appears to be catching up with capacity.
Manufacturing grew by over ? per cent, with increases in chemical products,
food, beverages, tobacco and sugar; on the other hand, the increases in
textiles, cement and steel were smaller than in 1971. The government
sector has increased its influence in recent years and grew by about © per
cent, Commerce increased by 8 per cent, and cther services at a higher rate
than the economy as a whole; of special significance is tourism, which is
the second largect earner of foreign exchange, accounting for an estimated
15 million dollars in 1972, Like mast of the CARIFTA countries, Jamalca is
characterized by a large deficit in its visible trade. In 1971 imports
totalled 458,7 millian dollars and exports 285.8 million, resulting in a
deficit of 172.2 million dollars. Preliminary data for the period January—
September 1972 show exports at approximately 232 millicn dollars and imports
at around 357 million, which leaves a deficit balence of about 1725 million
dollars., Since imperts tend to grow faster than exports in the latter
part of each year, the deficit for 1972 will probably exceed the 1971 figure.

In the balance of payments for the pericd 1C58-1077 merchandise trade
reflected a deficit, and so did the current account despite increasing
receipts from tourism, goverrment transactions and private transfers.
Capital inflows exceeded the current account deficit in each of these years,
except 1969, Subsequently, however, capital inflows declined, and the
overall deficit for 19272 is expected to be 50 million dollers.

l/ Unless otherwise stated, the values are expressed in Jamaican dollars.,
Prior to devaluation af the United States dollar in December 1271,
1 Jamaican dollar was eguivalent to 1.20 United States dollar.

/Owing to



Owing to the outward-directed nature of Jamaica's economy, it has
been greatly affected by external svents. In 1572, besides the usual
problems of instability of some external markets and the deterioration
in the terms of trade, the country had to face the recent international
monetary crisis. The upshot was that the Jamaican dollar was not devalued
at the same time as the United States dollar in December 1971, but wes '
floated together with the pound sterling as from mid-1972.

/Table 1
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Table 1

JAMAICA: GROSS DOMESTIC PRMUCT AT CURRENT FACTOR CGST

(Millions of Jamaica dollars)

Total agriculture

Export agrioulture
Domestle agriculture

Mining, quarrying and refinin
Manufacturing

Canstruction and installation
Distributive trades
Government

Electriclity, gas and water

Transportation, commmnication
and storage

Ownership of dwellings
Minancial institutions
Miscellaneous

Total

1969 19702/  197a/ 19720/ 970 19a/ 197D/
7740 7949 8641 9248 349 748 748
(26.9)  (27.2) (28.4)
(5062)  (5247) (577)

g 1247 159,7 1734 17947 28,1 Balt 508
1213  120,8 13547 145.7 642 St 7oH
10543 114.0 11749 ee 843 3alt
1094  120.1 1942 14046 948 84 840
8143 949 10147 110,68 1647 7e2 8e9
1249 14,0 1543 ; 748 10,1
632 65,8 750l | 8.9 52
24,8 25,1 2546 ‘,\ Al 1.2 1.2 De2
bsd 79 5303 55 113
10345 111,2 118,42 7o 643
36849 64,5 1032.2 11045 11,0 70 7s0

Source: National Income and Product, 1970 and 1971, Department of Statlstics, Jamaloas

a/ Preliminary,
b/ ECLA estimates.

/Table 2



2
- Pl

Table 2

JAMAICA: DALAICE OF PAYMENTS, 19601972

(Millions of Jamalca dollars)

, Jan~Jume Jen-June
1968 1969 1970 191 1971 19722/
Kerchandi ge
Txports FCB 20942 243,2 2851 2076 15849 1495
Imports FOB 27649 31746 FHe3  39He3 19049 1995
Net belance on merchandise 6747 7l 8942 «106.7 3240 =50,0
Services (let) » 7
Transport (including freight) ~31e3 5.9 ~5lte9 =578 st ees
Merchandise insurance =302 L7 4.8 Ee2 .on aes
Foreign travel 6248 6541 66,7 7742 43,3 Lo,1
Investnent income 6140 7245 8148 ~8546 ~35¢3 =378
Government Trensactions 7e7 846 9a6 1046 wes ane
Nen-merchandise insurance 11,5 «1048 «104H w1104 eee see
Other services 748 10,0 98 746 2045 2143
et balance on services w2847 045 w5642 512 «1245 w1740
llet Balance on Goods and Serviees ~96at  «11h,9 <1454 «157,9 5 «6740
Transfer payments (net)
Private 1343 14.7 2148 2148 ose oo
Governnent w3el —2;8 -3.6 'Acs soe re
Net transfer payments 10,2 11,9 16,2 173 846 340
Balance on current account «8642 «103,0 12742 14046 3549 ~58,0
Capital movements (net) 11k 8741 134,1 1574k 7844 395
Government external borrowing 12,6 10,2 =142 648 =249 0.5
Retroactive claims -2032/ see YT XY ere oo
Unidentified flows w3e 5 Y ves ses sea avs
Identified private capital 107.6 97l 13543 15046 81.3 3960
Total current and capital transastions B o2 a7 649 16,8 42,5 ~18.5
Allocation of SDRs . vee vee be7 Le7 b7
Total (defioit =) 26,2 o7 83 21, 47,2 ~12.8

Source: Ecomomlc Survey 1971, Central Flanning Unit and Bank of Jamalea Bulletin,

E/ Estimated.

_11/ The revenus due Government consequent on the revaluation of bauxite and alumina exports.
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MEXTICO

The gross domestic product rose by 6,3 per cent in 1972, owing to an
appreciable increase in public spending and a comparatively smaller increase
in exports, Total supply grew at a slightly faster pace than the product,
because of the sharp rise in imports., Notable on the demand side was the
substantial increase in public investment (22 per cent at constant prices)
and current spending. At the same time, there was a sizable rise in exports
of goods and services, stimulated in part by improvements in world prices
for several primary products., The growth of consumption, in contrast, was
comparatively slow,

The agricultural sector as a whole expanded by 0.3 per cent, the
result of a contraction in: crop=farming (down by 2.5 per cent), and increases
in stock-farming (5.2 per cent), forestry (0.5 per cent) and fisheries
(10,1 per cent), Crop~farming suffered from bad weather, which led to a
marked downturn in production for domestic consumption and a normal increase
in output of export items,

vanufacturing grew by 7.6 per cent, with notable increases in the
chemicals, steel, non-metallic minerals, Foodstuffs, beverages and tohacco
industries, OCrowth was more moderate, however, in the textiles, clothing,
footwear, consumer durables and capital goods industries,

Mining activities suffered a slight setback (down by 1 per cent), while
petroleun production improved and the electric power sector continued to expand
rapidly, although somewhat more slowly than the average recorded in the period
1567-1971,

In the external sector, the value of exports increased substantially
(21 per cent), mainly accounted for by manufactures., Revenue from tourism
and border transactions continued to rise rapidly and even surpassed the
level of previous years. At the same time, there was an increase of
18 per cent in imports of goods and services, which was partly attributable
to the reactivation of economic activity, Imports of consumer articles
showed the highest increases (99 per cent), followed by capital goods
(24.5 per cent) and raw materials (13 per cent)., Outflows of foreign
exchange in respect of payment of services continued to expand fairly
rapidly. Cverall, trade in goods and services showed a deficit of over
200 million dollars, and, if payments in respect of interest and profits on
foreign capital are added in, the current account deficit rises to more than
1,000 million dollars,

/Inflows of
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Inflows of capital exceeded the 1971 level, Net inflows of long-term
capital amounted to some 712 million dollars, and this, added to the inflow
of short-term capital and allocations of special drawing rights
(50 million dollars), gave an overall balance-of-payments surplus of
250 million dollars, which again helped to swell international reserves,

In general terms, public fimance, monetary and credit policy managed
to infuse renewed momentum into the economy and to finance the increase in
Goverrment spending within a context of monetary and exchange stability,
Current income appears to have risen by 20 per cent over 1971, while current
expenditure rose by 40 per cent., As a result, public sector saving
contracted considerably. Capital expenditure rose rapidly, producing
a deficit on the consoclidated public sector account almost three times that
recorded in 1971,

Price rises were held down below the 1971 level, The wholesale
price index for Mexico City grew by 5,3 per cent between January and
December 1972, while the national average consumer price index rose by
5.1 per cent between December 1971 and December 1972,

/Table 1
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Table 2

MEXICO: BALANCE OF PAYMENTS

Millions of dollars)

Current account
Exports of goods and gervices
Goods FOB
Services
Imports of gooda and services
Goods FOB '
Services
Net extemal investment income
Net private transfer payments
Balance on current acscount
Sepital socount
Net extemal financing (a+b+o+d+e)
a) Net sxtemal nonecompensatory capitsl
Direct investment
Long~ and medium-term.loans
Amortization payments
Short=term liabilities
0fficial transfer peyments
b) Domestic non~compensatory capital or assets
o) Errors and omissions
d) Allocation SDRe
e) Net compensatory movements (increases)

Balance~of~payments loans, trade arreers,
deffereed payments, IMF position and other
liabilities of the monetary authorities

Amortization payments
Fereign exchange (inorease-)
Gold (inocrease~)

SDRs (increase-)

1966~

1570 1970 1971 1972y
2 52540 2 977.0 3 22540 3 765.0
1 29244 1 399.0 1 490.0 1 815.0
1 23246 1 5780 1 7350 1 950.0
-2 66848 -3 347.0 =3 37440 3 740
-1 915.4 «2 39240 -2 34146 -2 833.0
=753 4 =95540 -1 03244 «1 141.0
«546,0 68740 «76450 «~BY40,0
104 2240 4640 35.8
=679 4 =1 03540 86740 ~1 0140
-879.4 1 035.0 867.0 1 010
665.6 91240 649,0
23748 35240 349,0
8552 92840 8740
52546 57740 ~£00.0
9742 21040 s0 ¢ L2B50
1.0 ~140 «540
-2246 <8648 ~27+0
6642 23940 387.0
900 5.0 40,0 3940
«38.8 7540 ~182,0 «250.0
6ol - - vee
hy 2 - - eee
~1le4 4.0 ~17140 oo
=2040 «31.0 290 eoe
~946 ~48.0 ~4040 ees

Source: IMF, Balance of Payments Yearbook, volas 23 and 2l
&/ Estimates, based on official statistics.
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NICARAGUA

In addition to the loss of human lives, the earthquake that virtually
wiped out the city of Managua at the end of 1972 caused enough damage
to housing, trade, industry and the urban infrastructure to disrupt
seriously the country's activities. Preliminary estimates put the damage
at arcund 800 million dollars. The international community demonstrated
its solidarity at the seventh extraordinary meeting of the Committee of
the Whole of ECLA when it offered the most extensive and determined -
collaboration in the reconstruction work by granting the meximum firancial
and technical aid that the Governments and institutions could afford.

Independently of the effect of the earthquake, the grass domestic
product expanded by an estimated 5 per cent, less than the year before.
The main factors in this trend derived from the external sector, where
there was sharp increase in exports of traditional products, partioularly
cotton, sugar, beef, shrimp and lobster. Exports of manufactures to the
regional market were also up. '

Imports, on the other hand, grew more slowly, as a result of which
the *rade balance showed a surplus and the deficit on current account was
reduced considerably. This, along with a larger inflow of nor~compensatory
capital, brought about an increase in foreign exchange reserves of about
15 million dollars, for the third year in succession, '

The productive sectors that were mainly responsible for the increase
in supply were the manufacturing industry (7.5_per cent] and the basic
services sector. By contrast, agricultural production rose only by
2.3 per cent owing to a sharp decline in output for domestic consumption
(13 per cent) and a drop in coffee production. The principal reason for
this trend was the prolonged drought in 1972, The 1971/1972 cotton output,
however, was 24 per ‘cent higher than in the previous crop year and livestock
production was up by an estimated 10 per cent,

Owing to the small expansion of imports and the modest growth of the
product, supply increased by no more than 4 per cent in 1972, As regards
domestic demand, there was a drop in the rate of investment - 9 per cent
in the case of public investment. Partly because of the restrictions
imposed on public expenditure, total consumption rose by 2.2 per cent.

/Table 1
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Table 2

NICARAGUA: BALANCE OF PAYMINTS

(Millions of dollars)

Current acoount
Exports of goods and services
Goods FOB
Services
Imports of goods and serviges
Goods FOB
Servioces
Net external investment income
Net private transfer payments

Balance on current acoount

Capital aosount
Net external finansing (a+b+tctdte)

(a) Net external non-compensatory capital
Direct investment
Lung~und medium-term loans
Amertization payments
Short-term liabilities
Official transfer payments

{ b) Demestic non-compensatory capital or assets
{ ¢) Errors and omissions
{ d) Allocation SDRs

(e) Net compensatory movements {increase -)

Balance-of~payments loans, trade arrears,
IMPF position and other liabilities of
the monetary authorities

Amortization payments
Forelgn exchange (increase -)
Gold (increase -)

SDRs (increase ~)

1966-1970 1570 1971 1972 a/
190.5 215,2 224,7 276.1
157.4 177.8 186.3 . 236.0

33.1 37.4 38.4 40,1
~220.1 ~231.Y4 -243.8 254,14
-165.1 =177.7 -189.3 -198.0

~55.0 ~53.7 -54.5 -56.4
-22,6 -29.1 «29.4 -34.5

2.9 2.9 2.9 34
49,3 2.4 45.6 -9elt

49,3 Y2, 4 45,6 9elt

U84 53.0 50,2

14,0 15,0 12.1

32,7 hi.4 3. b

‘700 '1oo 2 —12.“’ :;. 2106

5.3 3.6 12.4

3.’4 302 3'7
-2.3 ~2.7 5.4

0.9 -1,0 2.2 |

0.6 3.2 2-9 2‘9
1.7 -10.1 -3 -15.1
8;"} 10'7 ’-}’9 ese
7.8 -13.8 - .
2-1 -14.0 *6.5 see
-0,8 «2,0 - eee
-O. 2 —1'0 -2.7 eve

Source: IMF, Balance of Payments Yearbook, vols, 23 and 24.

2/ Estimates on the basis of official statisties.
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- PANAMA

The Pamamanian economy showed the same rapid growth in 1972 that it
has enjoyed for over ten years, Gross domestic product was up by almost
7 per cent, slightly less than in 1971 (8.6 per cent) and than the annual
average of 7,7 per cent for the five-year period 1965-1970,

This was due to a number of factors. On the supply side, there was
a general drop in the growth rate of all goods-producing sectors. The
749 per cent increase in production in these sectors in 1971 fell to
643 per cent in 1972, On the other hand, basic and other services continued
to expand at a rate of aver 7 per cent,

The economy®s slower growth was particularly noticeable in agricultural
production, which rose by a mere 3.8 per cent; fishing production fared
exceptionally ill, with a drop in production of 14,8 per cent, and live-stock
production increased only moderately, The crop-farming sector also registered
a modest growth, owing to a prolonged drought mainly affecting cereals,.
Production of manufactures was likewise down on 1971 {7.7 per cent compared
with 8.3 per cent).

As regards external trade, exports of goods were up by 12.5 per cent
thanks partly to high prices on external markets, The sale of goods and
services to the Canal Zone maintained the gradual upward trend of slightly
over 6 per cent that it has shown for the past few years. Imports, on the
other hand, rose by only 6.4 per cent, leaving a deficit on current account
of over 80 million dollars,

Capital formation continued to support the expansion of productiaon,
thanks to the rapid expansion that has taken place since 1965 - 18 per cent
annually and a somewhat lower 9.6 per cent in 1972, Last year's
slower growth was more apparent in public investment (up by 7.1 per cent)
than in private (10.5 per cent),

The relative decline in domestic production in 1972 compared with
1971, combined with the smaller increase in imports, affected consumption
expenditure which, with a growth rate of 7 per cent in both government and
private consumption, was down on the exceptional increase recorded in
recent years (11 per cent in 1971),

/Table 1
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Table 2

PANAMA: BALANCE OF PAYMENTS
(121110ns of dollars)

1966~
0 1 1972
2970 137 197 9728/
Current ascount
Exports of goods and servioces 320,0 383.3 410,3 46,8
Goods FOB 118.5 130,53 136,14 15345
Services 20145 25340 39647 29343
Imports of goods and serviees «333.2 22,7 ~461.8 4914
Goods FOB 2624 ~331,0 «35940 «36540
Services 7048 ~31.7 ~102,8 10644
Net external investmermt income «2543 =32,0 2741 =35.1
Net privats transfer payments 546 ~347 3¢5 ~240
Balaneo on current assount o el 7551 «8251 »8147
Caniial acocwrt -
Net extornal finoncing (otbretdre) hit1 751 82,1 817
a) Net external non-compsnsatory capitel 117.6 27049 2€£.9
Direct investment 1642 334 15.7
Long snd medium-term loans 40,6 109,6 124.9
Aportization payments ~8.8 -25.8 ~33.4 81.9
Short~term liabilities 62,2 146,2 15245
Official trensfer payments 7ot 745 702
b) Domestic none-compensatory capital or assets 5640 ~128,3 ~17242
¢) Errors and omissions =176 “6543 ~846
d) Allocztion SDRs 0.9 Lgy 3¢9 3.8
o) Net compensatory movements (increass =) =08 =649 649 ~lie0
Balence-of-psyments loans, treds arrears,
IF position and other lirbilitiss of the
ponssary authoritias 1.8 - 1,0 “ee
Amortization payments 0,8 -1 ol vee
Foreign exchongs (inoreacse ~) - - - sea
Gold (inorecas -) ~l.2 ~2,0 ~3,8 see
SDRs (incmase -) . ~0e6 ~3e2 0.3 esn

Soursce: IMF, Balance of Payments Yoarbook, vols. 23 and Zte

a/ Estimtes besed on official statistics.

X_)/ In the absonce of a central banking system, compensatory financing relates only to operations
whith the IMF and to the pesitionwith respest to SDRs, Therefore, the balance of payments
prior to compensation does not reflect the country's net external position,
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PARAGUAY

In 1272 the gross domestic product rose by 4.8 per cent. This rate
of increase was similar to that of the previous year, but it represented
an improvement over the slow growth rates recorded in the period
1965-1970.

The economic results in 1972 were due mainly to expansion in
construction activities (10 per cent) and basic services (5.6 per cent),
since the rates of increase recorded by agriculture and industry were
below the growth rate of the overall product.

The increase of 4.7 per cent in agricultural production achieved
in 172 was fairly mearkedly superior to the growth rates recorded in
the period 1965-1970. Crop farming production increased by 5 per cent
despite adverse weather conditions, but livestock farming, much of whose
praduction of beef was aimed at external markets, increased ty only 4 per
cent,

It is estimated that production of manufactures increas=zd by around
4 per cent, particularly noteworthy increases being achieved in the
production of such items as cotton textiles, sugar and quebracho extract.

External demand, however, was the main factor in generating a
satisfactory growth rate in Paraguayan economic activity. The value of
exports of goods rose from 67 million dollars in 1971 to 88 millicn in
1972 - an increase of 31 per cent. This unusually large expansicn was
due both to a significant increase of the order of 15 per cent in the
volume of goods exported and to an increase in the unit values of sales.
The biggest increases in exports were in meat and oilseeds, but there
were alsc significant increases in exports of timber, cotton, hides, etc.

Imports of goods and services grew much less than exports (5.6 per
cent), thus leading to an appreciable reduction in the current account
deficit, which, in conjunction with the net inflow of caepital, resulted in
a rise of 10 million dollars in the country's international reserves.

As regards the fiscal situation, the 1972 deficit was almost double
that of the previous year. Domestic prices rose by 10,7 per cent, which
represents a heightening of inflationary pressures, since they increased
only 4.,S per cent in 1971 and the average annual increase over the period
1965-1570 was a bare 1.3 per cent. Finally, during 1972 there was an
increase in the amount of credit made available to basic export industries

and agriculture. /Table 1
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Table 2
PARAGUAY: BALANCE OF PAYMENTS
(Millions of dollars)

1966=1970 1970 1971 1972 af
Current account
Exports of goods and services 7241 893 89.1 110.8
Goods F(B 5449 6543 6645 87.5
Services 1742 2.0 2246 2343
Imports of goods and servises «9545 ~101.1 ~109.1 ~115.2
Goods F(B ~7241 7646 -8340 =07 <5
Services =23, -2le8 =2641 ~27 7
Net external invesiment income =6a3 948 «1040 ~11.4
net private transfer payments 241 1.9 348 245
Balance on eurrent acoount -27 46 =197 =262 =133
Capitel avoouad
Net external financing (a+b+e+d+e) 27 .6 1947 2642 13.3
(a) Net external non-conpensctory capital 3245 3249 31,1 )
Direct investment 31t 38 7ed
Long- and medium~- ter:m loans 27«2 2246 26.3
Amortization payments =543 ~645 -3.8
Short - term 11abilities Lol 947 3.7 f 2
Officiel transfer paynents 208 33 3.8
(b) Domestic non ~compensstory capital or assets ~3e6 203 «3e3
{¢) Errors and omissions 047 =540 0.8
(d) Allocation SiRs 0s5 245 240 2.0
(e) Net compensatory movenents (increase =) ~lal 8ol =248 «10.2
Balance=~of-pgyments loans, tirade arrears,
IMP position and othor liabilities
of tho monetary authordties 03 - 0l sen
Amortization payments «0s2 =046 ~0gl cen
Poreign exchangs (inocrease ) =046 13 =043 sen
Gold (increase -) ~0e1 -1,0 - aee
SIRs {inerease =) ~045 =245 ~2,0

Souroe: IMF, Balonoe of Payments Yearbook, volss 23 and 2k
y’ Estimates based on official statisties.
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PERU

The Peruvian economy continued to expand satisfactorily in 1972,
with an increase of 5,9 per cent in the gross domestic product - similar to
that of 1971 and considerably higher than the average of 2.6 per cent for
the pericd 1965-1970,

The general trend, therefore, was favourable, despite the levelling
of f of agricultural production as a result of bad weather and the sharp
56 per cent drop in the anchoveta catch owing to natural causes, By
contrast, the mining sector managed to recover from the problems that
beset it in 1871 and raised production by 3.6 per cent, thus taking advantage
of the revival of external demand., The manufacturing industry likewise
increased its value added by 7,6 per cent (less than the 8,8 per cent of
1971) in spite of a sharp decline in industrial activities connected with
Fishing,

As to external trade, exports of goods werz up by 2.6 per cent, The
drop in production of fish meal and fish oil did not affect er2orts since
accunulated stock were used to meet the emergency. Exports of agricultural
products, including sugar, rose by 10.8 per cent and benefitted from
favourable external prices; exports of the mining sector increased by a
similar percentage (12.2 per cent in volume and 6.3 per cent in unit value).

Imports rose by 17,9 per cent, as a result of which the trade surplus
dropped from 125 million dollars in 1971 to 80 million in 12972 and the
current account of the balance of payments closed with a deficit of
152 million dollars, three times higher than that of the previous vear,
Tharks to a large inflow of non-campensatory capital during the year, the
monetary authorities nonetheless managed to boost that their net foreign
exchange reserves by 82 million dollars,

Econamic growth was further encouraged by the expansionist policy
adopted in respect of public expenditure and by an increase in external
financing deriving from the sustained development of the econamy in recent
years and the discovery of petroleum on the continental shelf and in the
Amazon basin,

/Table 1
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Table 2

PERU: BALANCE OF PAYMENTS

(Millions of dollars)

Current account

Exports of goods and services
Goods FOB
Services

Imports of goods and services
Goods FOB
Services

Net external investment income
Net private transfer payments
Balance on current account

Capital account

Net external financing (a+b<C+d+e)
(a) Net external non-compensatory

capital
Direct investment
Long- and medium-term loans
Amortization payments
Short—=term liabilities
Official transfer payments

(b) Domestic non-compensatory capital

or assets
(e) Errors and omissions
{2} Allocation SDBRs

(e) Net canpensatory movements
(increese =)

Balance-of-payments loans, trade
arrears, deferred payments, IMF
position and other liabilities of
the monetary authorities
Amortization payments

Foreign exchange {increase «)
Bold (increase -

SDAs (increase =)

1966~

1971 1972 a
1970 1570 =
1 012.6 1 223.0 1081.0 1 106,0
859,0 1 034.0 889,0 912.0
153.6 189.0 192.0 194.0
~g72,4 -571,0 -1 045,0 -1 132,Q0
~730.0 -599,0 ~764,0 -832,0
-242.,4 ~-272,0 -281,0 -300,0
9.6 26,0 10.0 8,0
-98.8 145,0 -58,0 -152.0
8.8 -145.0 54,0 152,0
14204 "‘400 6,0
-8.4 ~76.0 12,0
255,0 +293,0 231,0
~126.8 -197.0 -228,0 > 221,0
-5.6 ~-80.0 ~38,0
29,2 5640 29,0
42.8 231.0 '-21.0
-36.4 -85,0 -24,0
248 14,0 13.0 13.0
"52.8 —297.0 84.0 —8200
22,8 21.0 18.0 cos
-15;8 "‘27.0 '?300 a0 e
-62,6 -253.0 -103,.0 soe
5.‘3 "24.0 "'350 LN ]
~2.8 -14.0 ~17,0 2ee

Source: IMF, Baluncz of Payments Yearbook, vols, 23 and 24,

a/ Estimates based on official statistics,
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DOMINICAN REPUALIC

In 1972, the economy of the Dominican Regpublic continued the process
of recovery that began in 1969, Preliminary estimates indicate that the
gross domestic product increased by about 8 per cent, an improvement on
the average of 6.6 per cent for the period 19651970 and on the 7.9 per cent
for 1971.

Agricultural production rose by slightly less than 7 per cent, tharks
to excellent crops of products destined for the domestic market and export
alike. ©Sugar production, for example, was up by more than 6.9 per cent
on 1971%s bumper crop. There were also increases in the production of
tobacco (6.7 per cent) and cocoa (53.8 per cent); coffee production, on
the otier hand, rose by & bare 1.1 per cent.

Mining production showed a great improvement, owing in part to the
larger output of ferro-nickel by a new enterprise that bega unerating at
the end of 1971. For the first half of the year, moreover, indicators
pointed to a 17 per cent growth of exports of bauxite.

Manufacturing production in 1972 appears to have responded to the
sharp increase in sugar output, together with the expansion of the cement and
dairy products industries and the installation of an oil refinery.

For the second year in succession, the final balance of the external
sector showed an improvement in foreign exchange reserves, thanks to the
trend of exports which grew by 31.2 per cent as a result of the high
prices prevailing on external markets, especially for sugar, Revenue was
also up from the provision of services and from tourism (9.8 per cent).
Imports of goods and services, meanwhile, only rose by 1.7 per cent, thus
reducing the balance~of-payments deficit on current account from
132 million dollars in 1971 to 58 million dollars., This, in addition to an
inflow of external capital - including 4.6 million dollars in special
drawing rights - ultimately produced an increase in international reserves.

/Table 1
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Table 2

DOMINICAN REPUBLIC: BALANCE OF PAYMENTS

(M1lions of dollars)

19661970 1970 1971 1972 8/
Current account
Exports of goods and services 206.7 261.6 29,9 387.0
Goods FOB 171.1 213.5 243.0 330.0
Services 35.6 48,1 519 57.0
Imports of goods and services -273.2 ~351.5 4141 <421.0
Goods FOB -203.1 -266.8 -311.1 -310.0
Servises ~70.1 ~8l.7 -103.0 ~111,0
Net external investment income ~22.1 ~26.0 -28.8 ~35.2
Net private transfer peyments 7.6 8.7 16.3 11.5
Balance on current account -81.0 -107.2 -131.7 =57.7
Capital account
Net eriernal f{inancing {u'btetdte) 81.0 107.2 132.7 57.7
a) Net external non-compensatory capital 63.1 93.2 11109
Direct investment 23.2 69.0 6€.58
Long asd medium-term loans 46.5 yo.1 1T
Amortization payments -8.9 —20.5 «25.3 > 58.8
Short-term lisbilities -0.5 1.8 2245
Official trensfer payments 2.8 0.8 1.1
b) Domestis non-compensatory capital or assets 10.4 19.6 21.0
¢) Errors and omissions 5.1 ~1h.5 k3 )
d) Allocetion SDRs 1.1 5.4 4.6 4.6
e) Net compensatory movements (increase -) 1.3 3¢5 -10.1 =57
Balance~of~payments loens, trade arrears,
deferred payments, IMF position and other
liabilities of the monetary authorities 18.5 22.7 36.5 soe
Amortization payments -20,0 -23.5 -22.9 aos
Foreign exchange (increase =) 3.7 7.1 -23.7 ese
Gold (increase -) ~0e9 -2,8 - coe
SPRs (increase -} - - - -

Source: IMF, Balance of Payments Yearbook, vols. 23 and 2l.

a/ Estimates based on official statisties.
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TRINIDAD AND TOBAGO

In 1972 there was a notable increase in general ecaonomic activity,
reflected in a rise of around 11.5 per cent in the gross domestic product
at current factor cost, This is appreciably higher than the increase
of 6,9 per cent achieved in the previous year and the annual rate of
increase recorded between 1968 and 1970,

Domestic price, however, also rose rapidly during the year {by about
8 per cent), which reduced the real growth of the gross product to
around 3,3 per cent,

The main factors in the increase in the product were the marked recovery
shown by the mining sector, accompanied by a sharp rise in manufacturing,
both measures at current prices, Mining activities were boosted by an
increase of about 10 per cent in output of petroleum from tha new marine
deposits off the east coast, Output of manufaciures rose by cimost 11 per
cent; a notable component being the rise in the motor-vehicls assembly
industry, whose output rose from 7,026 units in 1971 to a little over
11,000 units in 1972,

Construction activities maintained the high rate of growth recorded
in 1971, as did general govermment and financial services, Agriculture,
in contrast, barely managed to achieve a growth rate of 2.5 per cent at
current prices, although this does nevertheless represent some progress over
the almost complete stagnation of recent years, The incomplete information
available indicates increases of the order of 8 per cent in the production
of sugar cane, & per cent in that of cocoa and close to 40 per cent in the
production of citrus fruits, Coffee production, however, dropped by
about 25 per cent, and production of vegetables and beef also fell.

In the external sector, imports continued to increase much morzs
rapidly than exports, although this trend is reversed if imports of crude
petroleum refined and re-exported in the form of petroleum products are
excluded, It is estimated that total merchandise imports rose by
10 per cent during the year, raising the estimated trade deficit from
249 million TT dollars L/ in 1971 to 250 million in 1972,

&/ In 1972, the Trinidad and Tobago dollar was equivalent to around
50 United States dollar cents,

/Table 1
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Table 2

TRINIDAD AND TOBAGO: TOTAL TRADE AND PETROLEUM TRADE
UNDER PROCESSING AGREEMENT

(Millions of TT dollars)

Imports Exports
Petroleum Petroleum
under under
Year Total processing Net Total processing Net
agreement agreemantw
1968 856,5 456.4 400.1 945,7 447,65 496,1
1969 068,55 486,5 . 422,40 950.3 445 ,9 503.4
1870 1 087.0 529.9 557.1 8G3.3 4751 437.2
1971 1 314.2 623.2 691 .0 1 040.2 573.6 466.6
1972
(Jam~Sept) 1 086.8 502 .6 584,0 802,9 357.8 4s51,1
1972 a/ 1 445,0 §70.0 775.0 1 067.2

477.0 590,2

Egyrce: Overseas trade reports of Trinidad end Tobago,

a/ Estimate,
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URUGUAY

In 1972 the Uruguayan economy failed to recover from the adverse
results of the previous year., The gross domestic product remained at the
same level as a result of the 2.9 per cent decline in agricultural output,
due mainly to a drop of 11 per cent in crop farming, Manufacturing was able
to raise its production by 1.7 per cent tharks to the recovery in the
textile and meat industries, Construction was the only dynamic activity
in 1972, with an increase of 7.6 per cent, while services in general
register=d no major changes.,

Inflationary pressures intensified during the year owing to the
devaluation of the currency. The consumer price index rose by 95 per cent
over 1971, whersas wages went up by less than 50 per cent, which meant a
sharp drop in real wages, The Treasury deficit was 17 per cent higher than
expenditure, The increase in the money supply lagged behind the rise in
domestic prices, i,e., 45 per cent in relation te the previousz year.

The trade balance was stabilized as a result of the restrictions
imposed on imports (mainly cepital and luxury goods), This caused an
appreciable reduction in.the current account deficit compared with 1971,
Nevertheless, the inflow of non-compensatory capital was not enough to
prevent a drop of some 3,2 million dollars in the Central Bank's net
international reserves,

As regards foreign exchange policy, two markets were established which
began operating in March 1972: the commercial market for foreign trade and
public sector operations, which operates through the Central Bank; and
the financial market for other items, which operates through the commercial
banking system., The first is governed by a system of small periodical
devaluations introduced by the Goverrment in order to bring the value of
dollar into line with domestic price fluctuations. At the end of 1971
the currency was devalued from 250 to 370 pesos to the dollar, and on
2 March, when the rew exchange system started operating, it was devalued
again to 500 pesos to the dollar, By the end of 1972 the dollar stood at
720 pesos, 1In the financial market the dollar fluctuated according to
supply and demand, and the Central Bark could operate in it if this was
considered to be necessary.

/Table 1
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URUGUAY: BALANCE OF PAYMENTS

-7 =

Table 2

(Millions of dollars)

Current account
L R Y T PN T LA

Exports of goods and services
Goods FOB
Services

Imports of goods and services
Goods FCB
Services

Net external investment income
Net private payments

Balance on current account
Capitel gcooun:

Net external financing (a+b4c+d+e)

(a) Net external non-compensatory
capital
Direct investment
Long- and medium~term loans
Amortization payments
Short=term liabilities
Official transfer payments

(b} Domestic non-compensatory capital

or assets
(c) Errors and omissions
(d) Allocation SDRs

(e) Net compensatory movements
(increase ~)

Balance-of-payments loans, trade

arrears, IMF position and
other liabilities of the

monetary authorities
Amortizations payments

Foreign exchange (increase ~)
Gold (increase -—)
SDRs (increase -)

1966—
7 971 1972 a
1970 1970 1 a/
249,2 280,65 25247 250.8
180,7 224.1 196.8 188,3
4155 56‘4 55.9 52.5
~156,3 ~196,7 ~203,0 ~184,7
'.230 2 -22‘0 "‘25.0 -'29¢ 5
—Oal -0.4 —0.6 '“0‘6

D,l -42.1 -75’8 -4900
~0.1 42,1 75,8 49,0
274 14,2 85,1

- «cw soo
30.0 40.0 13361 L

"15' D "18@ 3 —18,8 ] :38‘ 5

4.1 -13'1 "’38.1

8.3 506 809

0.7 16.8 ~5,3

-24,7 ~26.5 =41.3
'

1.8 9.2 7.4 763
"‘5‘3 28‘4 29,9 302
37.3 38'7 3300 ons

—43.2 ""23. 2 "1056 san

2.6 13.1 ~6.1 P
—2.0 "'0'1 1306 [ X X ]

0.0 "Oal D.O ens

Source: IMF, Balance of Payments Yearbook, vols, 23 and 24,
LR I 3 -

a/ Estimates based on official statistics (Central Bank of Uruguay).
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VENEZLELA

The rate of growth achieved by the Venezuelan economy in 1972 was
similar to that of the previous year and hence higher than the average rate
for the preceding five years, Thus, the gross domestic product increased
by 4,5 per cent in 1972, as against 4.4 per cent in 1971 and 3.9 per cent
for the period 1965-1970,

The agricultural sector expanded by about 3.5 per cent, the increase
being very slight (0.5 per cent) in crop farming and moderate (6 per cent)
in livestock production. Production of crude petroleum was 1,178.5 million
barrels, with a daily average of 3.22 million barrels, so that the drop
in production by the end of 1972 was 9,3 per cent compared with the nrevious
year. The production of petroleum products likewise fell (by 11 per cent),
so that the decline in production for the petroleum sector as a whole was
approximately 9.8 per cent, The production figures for the rest of the
mining sector also fell on account of the reduced volume cf irnn ore minad,
Manuiacturing grew by 7 per cent, which exceeded the rates recorded both
in 1971 (8,1 per cent) and over the period 1965-1970 (annual average
5.3 per cent)., Construction activity grew very markedly (17 per cent),
while basic services and other services both exceeded the avereage for
the economy as a whole, turning in rates of 9.6 and 6 5 per cent,
respectively,

The total supply of-goods and services was 5.2 per cent greater than
in 1971 because of the 10 per cent increase in the volume of imports,
The utilization of this supply displayed some significant changss in 1972:
thus, gross domestic investment was a dynamic component, as in the previous
year, and grew by 11.6 per cent, while final consumption expenditure increased
by 7.4 per cent. The volume of goods and services exported, in contrast,
dropped by 6,8 per cent,

In the external sector, the scanty increase in the value of exports
during 1972, plus the larger increase in imports, led to a current account
deficit of the order of 270 million dollars. The net .inflow of non-
compensatory capital from abroad {470 million dollars); however, gave a
substantial balance of payments surplus of 230 million dollars, although
this was a good deal less than in 1971,

As regards price trends, there was a certain tendency towards rises
in the level of domestic prices. Thus, the consumer price index for the

metropolitan area of Caracas rose 3.3 per cent between January and

/October 1972
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October 1972 compred with the same period in 1971, while the wholesale
price index rose 3.4 per cent in the first nine months of 1972 compared
with the same period of 1971,

Finally, it may be noted that the monthly average of monetary
liquidity (money in the hands of the public) increased by 20 per cent
in 1972, the increase in quasi-money (24,1 per cent) being greater than
that in money proper (16,9 per cent),

/Table 1
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Table 2
VENEZUELA: BALANCE OF PAYMENTS, 1966~1972
(Millions of dollars)

i;ﬁ' 1970 1971 19728/
Current account
Exports of goods and services 2 691.0 2 845,0 3 328.0 3 365.0
Goods FOB 2 531.2 2 658,0 3 128.0 3 146.0
Services 1598 187.0 2000 213.0
Izports of gnods and servises -2 015.8 «~2 313.0 =2 56140 ~2 961,0
Goods FOB =1 5338 =1 780,0 ~1 985,0 =2 32840
Services =48240 =533 0 «57640 63340
Net external inveatment income -659.0 ~55640 -693.0 -589.0
Net private transfer payments ~81.0 -86,0 ~82.0 -85.0
Balance on current acoount «64.8 «11050 «3.0 =270,0
Net external financing (s+b+c+d+e) 64,8 110.0 8¢0 2700
a) Net external rnon-compensatory capital 180.2 152.0 218,0 ]
Direct investment 51.2 -2540 12,0
Long=-and medium-term loans 1340 168.0 26040
Amortization payments -31.8 ~35.0 81,0 S 169.0
-~ Shorteterm liabilities 30.8 5040 30.0
Official trensfer payments ks 0 640 -3¢0
b) Domestic non-compensatory capital or assets =238 ~6940 66,0
¢) Errors and emissions ~l9.2 740 133.0 y
d) Allocation of SDRs Balt k2.0 35.0 35.R
e) Net compensatory movements (increase~) «50,8 -39,0 =4l 0 ~231,0
Balanse~of-payments loans, trade arrears, IMF
position and other liabilities of the monetary -
authorities Oolt 2,0 8.0 eee
Amortizations payments wl5e8 4,0 - ,en
Zoreign exchange (increase-) 1844 «30,0 4160 .re
Gold (increase-) ~7elt «0s0 ~1s0 ees
SDRs (increagew) 9.6 -18.0 «3540 seo

Source: IMF, Bslance of Paymentz Yearbook, volse
&’ Estimates, based on official statisticse
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