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I, INTRODUCTION

1. Programme of activities

This, report presents the programme.of activities qf CEPAL in the .
field of long-term projections. It concentrates on.the activities carried
out during the last two years, the utilization of the results of research,
and the work currently being performed. | '

The programme of work of CEPAL in the field of Prospective studies
envisages various projects which cover concepiual and qualitative aralyses
ascociated with global and specific. gubjects related to the economic and
social development of the countries of the region-and with some aspects of
international policy, as well as other studies in which the conclusions
are strongly based on quantitative projections.  The projects to be described
here are those in which the use of models on quantitative analysis is. the
characteristic feafure of the research.methodology employed. ]

The group of projects considered in the work programme may be related
to the following activities: _ ‘

(a) Demographic projections:. population and labour force.

{b) Global and sectoral macroeconomic projecticné.

{¢) Projections on productivity and employment.

(d) Economic and social model.

2. Main uges of qusntitative prospective anslyses

The main uses of the conclusions derived from the quantitative
prospective studies are:

(a) To serve as a frame of reference for the economic and social
prospective studies: both those of a global nature and specialized studies
requiring general parameters of reference. | .

(b) To provide information to the Committee for Development Flanning
for the preparation of its prospective édcuments; In theliast two years
documents haﬁg'been pfepared‘for fhé meetings~at which the ﬁrospecfs for

the next decade were discusseds At the present time work is being done

/on a



on a document intended to review, inter alia, with a CPP working group
which will visit CEPAL in October, the region's prospects for the next
decade, _

(¢c) To provide the Preparatory Committee for the New International
Development Strategy 5/, and especially the latin American governments
and the ILatin American Group in New York which takes part in the work of
the Committee, with information and clements to assist their decisions.
Documents and notes have been nrepared for this Croup, the two main examples
of which are attached 2/, and consultative meetings have been heid with
them, . ., . o .
(8} CEPAL, at iis eighteenth session (Ia Paz, April, 1979), adopted
resolution 386 (XVIII) on the preparations and contribution by CEPAL for
the New Strafegy in which among other recommendations to the governments
and reguests to the Secretariat it includes "That the Secretariat prepares
a regional action vrogramme ained a® instrumenting the implenientation of
the Strategy to be adopted by the General Assembly'. This action .programme
will be considered. at the nineteenth session of the Commission to be held
in April 198l. The Secretaria’ is now working in the projections that will

be uzed while preparing the basic.documents for the Confererce.

1/ See, for example, ""The global objectives of the Latin American Develop~
ment Strategy and the Programme of work of CEPAL in relation to the -
New IDS for the formcemma decade" (E/CEPAL/L.198).

2/ "long-term trénds and prospects of the develonment of Tatin Amer 1ca“
(E/CEPAL/1076) and "Tatin Amnerica.asnd the New International Development
Strategy Goals and Ob“ECleeS” (E/CEPAL/L. 210). : .

/II. DEMOGRAPHIC
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IY. DEMOGRAPHIC AND GLORBAL AND SECTORAL MACROECONOMIC PROJECTIONS

1, Demographic proiections: population and labour force

These projections are a continuing task of CEIADE. 3/ They include
total population and the economically active population, by sex, age groups,
and for the rural and urban areas. They are prepared for all Latin American
countries in line with specific hypothesis for the main demographic variables.

The "'component method™ is used for projecting population by age and
sex. Mortality, fertility and migration projecticns are based on trends
analysis, thehistorical experienée of other countries~and probable prospects
of change. Projections of the urban population are based on the assumption
that its proportion of total poepulation follows a logistic curve. Total
labour force by age and sex is obtained by applying age-sex specific
activity“rates estimated by JLO to the population of the corresponding
groups. Total urban and rural forces were obtained by projecting the
. global activity rates cf each area and sex on the assumption that these
will change according to the variation of the proportion of population of
active age and the global activity rates of each sex. ‘

, The results of the research show that the rate of growth has accelerated
in the past three decades to a peak at the beginning of this decade. In
recent years a decline in the high rate of population growth has begun,

and has become gquite substantial in some countries. This is a result of

the economic and social changes and transformations characteristics of this
atage of L@tin American development, and which arise at the same time as
more favourable official and private attitudes to the adoption of population
policies. It is estimated that the present population growth rate. of 2.7%

& year will gradually declirne, ﬁith an accentuation of this trend towards
the end of the century, though it will still remain relatively high, . I
probably slightly over 2% a year. In this way, it may be expected that

the population of the region will increase by more than 100 million in the
next decade, from 360 million to 470 million; with a figure of around 580

million by. the year 2000, according to available estimates.-

3/ latin American Demographic Centre
' /The spatial
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The spatial distribution of the population will continve to change--
rapidly, and both individual population centres and the structure of Iatin
American societies will acguire new features. The growth rate in the rural
population will tend to fall, and in the demographically less dynamic
countries the rural population will contract in absolute termz. By the
year 2000, about 80% of the pupulation of the region- as a whole will be
urban, and two-thirds ¢f the total popvlation will live in towns of over
20,000 inhabitants. In all the countries the rural population will malte
up less than half of the tolal, and the degree of urbanization will be
etill higher in the southern couniries. '

This growth in populatior. and change in distributicn wiil have serious
economic, social and political repercussions. Firstly, there will be
considerable expansion in potential and actual demand for goods and services,
especially if efforts are made to achieve spzcific objectives in improving
the living conditions of all sectors of society, and to reduce or eradicate
situations of poverty and indigence within a reasonable period of time. -
Secondly, the spatial changes in the population will lead to profoung =
changes in the shape, size and relative imporiance of the urban and rural’
strata of Iatin American eocieties; in particular, growth in the urhan
population will exert strong pressure on the physical and social infréétruc—
ture. Thirdly, there will be a shift in the problems of unemployment and
underemployment from the rural aress, with increased impact on underemploiy-
ment and marginal or low-productivity occupations in the urban areas, to
the extent that the development strategies and policies do not satisfactorily
tackle these problems. Tourthly, it is also clear that this population
increase would broaden and divarsify the markets of the Iatin American
economles if success is achievad in promoting a2 dynamic procéss of absorp-
tion of the labour force in production, raising per capita income and improv-
ing income distribution. ' :

The explosive growth which will be recorded in the econenically active
population undoubtedly represents an exceptional challenge for the develop-’
ment strategies and policies. Annual growth rates in the labour. force of

around 3% or even more, which are derived from the age structure of the

- /poptlatisn and .
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population and the greater participation of women -factors vhich will not
be modified in the immediste future even if the decline in population
growth is greater than expected- are exuremely high, and give rise to an
employment problem which is very difficult to solve and which is aggravated
by the broad extent of present unemployment and underemployment of the
active populetionp _ ‘ | , .

A basic reseafch programme is also in progress on the study of the
interrelations between demographic and soclo—economlc varlables. This last
mentioned study has the subsequent aim of studying the p0581b111ty of scme
degree of endogenization of population variables and the.condltlons which
could facilitate.thié, withga view‘to gairning better knowledge.of the subject

and aiding in the preparation of the economic and social model.

2, Global and séctoral macroeconomic projections

The macroeconomic and sectoral model which is in full process of
execution analyzes at the aggregate level economic growth and its implica-
tion for external trade, accumulation needs and domestic saving'and external
financing requirements. The principle parameters and exogenous variables
of this model are under periodic review in order to take into account the
new assumptions that can be deduced frdém national plaﬁs, programmes .and
policies and the analysis of new problems arising in relation to the aspects
considered in the model, ‘ . . S

This model was applied in 1978 and 1979 to 24 latin American countries -
and thereby the results provide practically complete coverage.of the countries
of the region. The results obtained wers one of the quantitative sources
used in the documents prepared as inputs for the preparatory work of the
New International Development Strategy. 4/

The analysis examined three economic growth scenarios: oné based on
historical trends, one on moderate acceleration and the third on increasing
acceleration,. For the region as a whole these scenarios give economic

grouth rates ranging from €.3% to 8% a year.

4/ The conclusions included synthetically in this document are descrzbed
in detail in document "Iatln America and the New International.
Development Strategy: Goals and Obgectlves" (B/CEPAY/L. 210)

/The scenario



" The scensrio based on past trends {(5.3%) represents a weighted
avérage of the historical rates of growih in the gross domestic product
recorded by each of the Iatin American countries in the post-war period.
The most dynamic scenaric (8%) has been designed to examine first and
foremost the requiremenis in terms of economic growth and transformation of
production which would be implied by the Iima industrialization target 5/
and greater absorption of the labour force. In this context the "moderate
acceleration" scenario falls in an intermediate position.

For the region as a vwhole this last scenerio implies a growth rate
in the gross product of about 7.5% a year; Consequently, it represents
higher growth than the scenario based on iongdterm historical trénds, for
each of the countries congsidered, but as & whole would mean relative
- gconomic growth roughly egual to that recorded by Iatin America in the
first four years of the presen: decade. However, it should be émphasized
that during that period growth was princiypally concentrated in two or three
countries, while the scenario under consideration relates to a more rapid
growth rate in all the countries. o

Achievement of this growth tarset would reguire a high level of
dynamism in investment, and the invesiment ratio in relation to the
product would have to rise to over 25%. In principle, it is estimated
that this would not represent an insurmountakle obstacle, because .the
region has, especially in its boom period, provided evidence of ite capacity
to promote a very substantisl Ilaves*ment process. Doxsstic saving would
have to raise appreéiablg if -as would be desirable- external fimancing
was limited to reascnable proportions vig-a-vis investment, the product
and exportis. ‘ ‘ SR

In this growth scenario, Industrialization would acguire a relatively
high level of dynamiem. Its anaual grovth rate would be slightly over &8.5%.
This implies a much more rapid and thoroughgoing process of industrialization
than in the past. It will be necessary o include new activities with
high technological content and major investment of capital in the essential -

intermediate products and capital goods brenches.

5/ "Lima Declaration and Plan of Action on industrial developmﬂnt and
co~operation™, Second Gemeral Conference of the United Natlons '
Iadustrizsl Development Orgenization, Iima, March 1975.

/The agrlcultural
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The agricultural sector will slso have to expsnd more rapidiy. The
macro-economic projections drawn up on-the basis of the historical ratios
by country between the product of the'agricultural segctor and the gross
domestic product indicate, for the region as a whole, an annual rate of
gbout %.2%. ' '

Analysis of energy requirements is a prohlem.cf-sﬁecial cancern,
because of the major impact they have on the technological. and econonic
policy strategies of the developmet process. Total énergy consumpiion
measured in terms of the usze of primary sources increased over the post-
war period at an,éverage rate of about 5,.5% a year; in otlher words, for
the region as a whole energy requirementis grew at the same rale as the
domestic product. Much greater growth was recorded in commercial energy
(almost 7% a year), because of the replacement of traditional sources.

As a result of the increages currently occurring in the real prices
of hydrocarbons, which for the region as a whole male up more than 605 of .-
total energy supplies, it is to be hoped that the elasticity of demund
vig-a-vig the product will tend to fall and that deliberate policies will
be drawn up to resirain energy consumption in specific sectors or for
specific purposes. As a result, unless other styles or scenarios of
development are conceived, it may be assumed that, despite any economies -
which may be achieved, energy needs will rise faster than in the past and
will tend to double within 10 to 12 years under the economic growth hypothesis
of 7.5% a year. _ _ :

In most of the countries of the region, from the end of the last
decade up to 1974, the volume of imports grew rapidly,; and faster than the
domestic produci. -This oceurred in the context of structural changes in
the direction of more open relations with foreign countries, a diversifica-
tion of exports, greater use of external financing and active participation -
by the transnational corporations in the economies of the countries of
the region. In contrast, in the last four years, as a result of the
serious- balance-of-payments problems in the non-oil-exporting countries,
the dynamism of imports has fallen to the extent that absolute levels have
dropped in some cases, particularly in the more important countries of the
region.

/These prospective
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These proaspective studizes examine the peossible future ftrend of imports
in the context of a dynamic process of grou*h talking into gecount various
factors concerning the characteristics of this process, especially its
relations with the product and investment. In this way the value of imports
of goods and services around 1@90 at constant 1975 prices would be 2.5
times higher thon the average recorded in recent years (1976-1.978). The
predominance of intermediate products and capital goods would contin ue,
and the greatest relative incrsase would occur in imporis of capltel E00GS.

It is clear, therefore, that the external purchasing wower of the
Iatin American countries will have to grow much more %han in the past in
order to satisfy this demand for importis of goods'and services. This
growth will depend ¢n three principal scurces: (i) volume and diversification
of exports; (ii) evolution of ihe terms of ‘rade; and {iii) poszsible extent
of external invesiment and financing. Thus, for example, if it is assumed
that the terms of trade will Temain at their 1976 levels, and that the
ratio between net external finsncing —eqpivalent to the deficit on the
current account of the balance of payments- and the domestic product will
remain similar during the next decade to that recorced by the cbﬁntriés
during the present decade, ther for the region as a whole révenue from
exports of goods and services thould increase at a rate'éiﬁilér to that of
imports: 8% annually during the coming decade; while net extertal Llnan01ng
will represent an average 2.8% of the gross domestic product, and about
one~-fifth of exports by 1990. Obviously, erport needs will be lower ifi
there is more net éxternal finsncing, waich would be the case if the terms
of tradé improved. It has therefore been calculated that the required
exports of goods and services will grow at 7% per year, if net external
financing increases still further during the coming decade to reach &.4%
of the gross domestic product by 1990.

During this year calculations are being updated in order to be used:
in the basic documents requestcd to the Secretariat for the prepération of

the regional programme of action for the implementation of the New IDS.

/3 Projectibnérl



3+ Projectiong on productivity and employment

During 1978 and 1979 a .set of projections on productivity was prepared
for the purpose of estimating employment problems. These projections
constitute an extension of the sectoral macroeconomic model and of the-
demographic and labour force projections, since both the productivity and
the employment estimates use as background data the value of global and
per capita income, sectoral levels of production, and estimates of population
growth and of the total rural and urban lahour force.

An estimate of productivity for five sectors of the ecconomy has been
made for the majority of the Latin American countries., These are econonetiric
estimates which use the data from the census years (1950, 1950 and 1970) for
the countries considered and a group of developed market economic countries.
Generally speaking,.the procedure has been followed of correlating the
evelution of productivity with that of the global per capita income of ‘the
economies, or with the global product per person employed. The incorporation
of technical progress has also been used as an explanatory variable. The
most appropriate specification has beer sslected sector by sector.

In &11 sectors:it is seen that the increases in productivity are. -
more sensitive to the increase in global per capita income at low levels
of this variable. 'Likewise, in all sectors, technical progress plays an’
important role in the growth of productivity.

The application of this type of analysis in the scenarios described in
connexion with the macroeconomic and sectoral studies shows that in all
cases there should be a substantial increase in the product per employed
person: a phenomenon which becomes more marked as the growth rate accelerates.
This aspect is praétically general for the different groups of countries,
though it appears more intensively in the manufacturing sector than in the
agricultural sector and the economy as & whole. This disparity in the
growth of productivity between and within the economic sectors raises serious
problems which will have to be taken into account when a policy is formulated

to improve the distribution of income.

/The grester
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The greater dynamism of tie econony, despite the rise in the productivity
indexes, would be reflected in a higher level of absorption of the labour
force, which, for the region a3 a whole, would actually corregpond, for
the scenario showing an anaual growth of 7.4 in tue gross product, to
the increase in the economically active population. At the same time;“ﬁhié
would not solve the problem of unemploymszat in a relatively short period,
because of the extent of undersmployment end open unemployment. Neverthe-
less, improved levels of productivity and income should be promoted for
that segment of the populatiorn. The structure of empioyment would have
to undergo substantial changes, not only as regards its sectoral distribution,
but also as regards its breakdown in terms of themmture of the occupations
and their degree of skill. This raises the tuestion of the training needs
of the economically aciive population, which must also be examined.

Naturally, the specificaticns used are fer from fully satisfying many
theoretical requisites. In the majority of cases they are used because
of the lack of reliazble background data on the endowment of capital and the
levels:of ekills and remunerations of the manpower in the sectors. More-
over, they do not break down the sectors by types of technigues so as to
be able to disinguish the production functions of the modern snd traditional
branches, However, both the research underway and "the available data:
show that the general conclusions obtained as regards productivity and
employment seem reliable excep: when there are profound changes in the

current pattern of developuent.

/I11. ' THE
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IIT. THE ECONOMIC AND SCCIAL MODEL

1. .Backggound

At the beginning of the last decade, the CEPAL Secr etarlat prepared
an economic and social model known as the Ystyles of development“ modei.

Its baslc aim wag to serve as a quantltatlve)nethodn1ogpcal instrument o
contrlbu te to the analysis of different socio-economic scenarios of the
development of the Iatin American countries. This model was applied in a firss
stage, on an experimental bhasis, to an economy with the struétural“
characteristics of.Brazil and is at preaenf being used in a.brOSﬂective

study of Argentlna (see the attached matrix of soc1a¢ accountlnn for
Argentina).

The main features of thig model are:

(a) It covers four economic sectors w1th two productlon uechniques
indentified by the part1c1pau10n in nrodact .on in each of them, of flxed
cap1+al and employment° It alse includes a sector for educatlon with two
activities: (i) basic and.ﬁl) seﬁondaly and higher.

(b) The income generated in the ssctors of productlon and in each of
the techniques considered is cla351f1ed *n the following categor:e
(i) low wages,. (ii) high wages, (iii) dlstrlbuted profmts, (1v) rents and
interest, (v) taxes and (vi) gross sav1ngs of enterprlseu. .

(c) Tt defines three populatlon groups to whlch the 1ncome dlstr buted
flows. These are: rursl, low urban and hlgh urban.

(d) The demand for labour is lelded 1nto tuo ﬂatggories. (1, sleilled
and {ii) unskilled, their compos_ltlon erendlng on the sectors_ and tec}m;.qa.es
used, ' A ' S |

(e) The supply of labour depends on the popu]atlon of active age and on
the rates of male and female parulclpatlon as well as on the ongectlvps
or hypothenes formulated regardlng tne education of the population.

(f) The demograph"c varlaales »fertlllty, mortallty and mlgratorJ flows-~
are exogencus to the model.

/{g) In



(g) In the external sector, imports depend on the levels of producticn
‘and final demand. Exports are exogeﬁous by naﬁure, as are the terms of
trade. The accounting for the cxternal debt and its servicing is also
incorporated. '

{k) Government accounts have been considerably simplified by including
on the one hand'tai and non-tax revenue and on the other éonuumptlon and
investment expenditure. ' N ‘

(1) The entermrises are classified accoréing:to the QWnership ofAtheir
capital into: (i) natioral private enterprises; (ii) st tate enterpr1ses and
(iii) foreign enterprises.

_ The model one"ates in principle, by estahllshlna the level and cumposl—
ticn of demand for each of tha aﬂclal gronns con51dered the goals 0“
objectives of education, governunent expuniilture and exports. The fundamental
conclusions which can be drawa Jrom the applications mace of tnls,model_and
which seem to be valid on a genoral basis include the f0¢Low1ng _ |

(2) The contimuation of high growth rates of the consumption of the
differant sccial groups, accordiag to prevalllng patterns, requires high
rates of economic growth in the domestic product]and‘haé implicé#ions fd: )
the strucrure of production andlthe'grdwing ghare of highly'capital—intensive
techniques. For examnlé, if the con nsumptl on of the hlgh—lncome grou@s Zrow
at a per caplta rate of 3.4% anc that of the rest 0* the groups at orly 2.5%
per capita, while exporus grow £ an annval rate of 7% and are diversifiéd,
annual global growth‘of arcund 7% would be required to meet this deménd,,
while at the same time, significantly raising the investoent coéffic{ent,rl

(b) The production of the branches which use modern techalqpes, 'takeh |
togetner, would 1ncrease by sl¢ght1J over 8% 3in the case uoed as an, 111uutra—
tion, while total productlon using traditional tecnnlques would increase by
approx1matelJ 5. 5% annually.

(¢) The increase in the p.rtlclpa jon of the modern sector si gﬂlfﬂes
rapid rates of increase of the prodact per emplojed person for fhe ecoromy.
as a vhole. In these 01rcumstances, the demand for work would be 1nadequate

to meet spec1flc employmenu obgect*ves for one or two decades.

/(d) The
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(d) The problem of unemployment would move from the country to the city

and the degree of employment would not improve, especially in the case of

economies ‘like Brazil, where the labour force is growing considerably.

(e) Unless deliberate policies are applied, income distribution will

tend to maintain its high level of concentration and even deteriorate

further.

(£) To illustrate the characteristics of income distribution, three
social groups were defined, funtamentslly based on the level of skills of
the active population and the modern or traditional nature of the branch

of production where employment is found. These aré:

(1)

(ii)

(iii)

Iow income group. This comprises that part of the population

wihere incomes are limited by the low productivity of their

occupations. The majority of this group is in agriculture and
includes unskilled workers and own-account workers employed in
traditionalegriculture, as well as unskilled workers in modern

agriculture. It also includes unskilled workers and own-account

-workers in the traditionsl branches of urban services. . Im the

base year, this group'accounted.for over 50% of incomeérecipiénts.

The intermediate income group, covers one-third of income-

recipients and is made up of unskilled and semi-skilled

workers and artisan-type workers in the industrial sector and

the modern branches of the services sector. In this group the
levels of the product per employed person are relatively high

and wages and salaries are protected to some extent by institution-
al factors.

The high income group comprises the most highly skilled. workers,

professionals and entrepreneurs from all sectors of the economy.
Together, they account for around 10% of income-recipients.

An appreciable part of the total income of this group comes
from ownership of capital.

Under the initial conditiors, the average incomes of the inter-

mediate and high income group were respectively, 3 and 16 times greater than
the average income of the low income group. Consequently, the high income

group received around one-third of total income; the intermediate group,

- [likewise around
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likewise, around one-third and the low income group only 15%. Changes in
the process of production and education modify the percentages of the
population in each group in the long-term (20 to 30 years). They reduce the
percentage of the population in the low income group,Jsignificantly increase
the percentage accounted for by the middle income population, and also -
increase the high income group to some extent. However, the relation bet-
‘ween the averazge incomes in each group does not change significantly. It
should be noted that these conclusions depend largely on the hypothesis that
the share of wages and profits in the sectorsl value added for each sector
remzinus constant, as does the relation between the wages of skilled and
unskilled workers. L . _

(g) Another aspect of special interest which.illustrates the application
of this model is the compatibility between the levels of consumption and
the incomes generated in the production system for each social group.

In the context of the funcitioning of the model and of the assumptions
used, the consumption expenditure of the rural and low urban groups is
significantly greater than the income corresponding to them. This reveals
the magnitude of the "{ransfers™ of income which these groups-would require,
or the deliberate policies which would have tp be promoted‘in Qrger'to
increase their productivity or improve thé distribution of income.

(h) The applications nade of this model bring out the well-known fact
of the tendency. towards externsl imhalance of the prevailing style of
- economic development, which takes the form of an increase in external
indebtedness and its financial servicing. It also reveals the predominance
which foreign private enterprise would acquire if the trends of recent years

were to continue.

/2. . Beview
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2, Raview of the "styles of dévelopment" model and basic studies
for the premaration of a new economic and social model

Applicaticn of the model to Arpentina,

A model with similar characteristics to that described in the foregoing
paragraphs has been applied in the study of long;term development strategies
in the Argentinian economy. This étudy'had been interrupted for lack of-

. resources but has nov been resumed. In this case it was possible to obtain
ample statistical data which make it possible to prepare social accounting
matrixes and carry'out'the basic studies for the analysis and identification
of the functidna; relations of the model more satisfacﬁorily. The social
accounting matrix for 1970, which is the base year for the research, is
attached. The model was calibrated for each of the years of the period
1970=l9?6 intfoducing the adjustments which'were considered appropriate
when its results were compared Hlth actual data. Thus, matrixes similar

to that of the base year, derived from the appllcat*on of the model, are
available for each of these years. ' C

This study of Argentina is partlcularly important because of the special
characteristics of this country in the Latin American context. This is an
economy whose growth rate is comparatlvely low,‘whlle its level of industriali.
zation is one of the highest in Latin America, as is the entrepreneurial
orgenization of its‘agricultﬁral‘activities; personal and family income
distribution is also 1esé‘unbalanced than in other latin American countries
and its'poéitidn is more favourable as regards poverfyﬁsithations and levels
of employment. - ) | B -

The basic researdhmade it posslble to assess to what extent the assump-
tions of productive and social heterOgenelty on whlcn the model was based
were applicable to the cdse of Argentina.r To illustrate this, some of the
results oﬁtained in the field of production téchhiqﬁes, ownership of capital 7
and level of labour skills and the assumptions derlved from them for use

in the trend scenario will be given here.

/As regards



As regards the technigques used in the different branches of production,
the criteria used to define them were not homogeneous and depended on the
nature of the activity. In the case of agriculture, for example, data on
land productivity for different regions was availébleel 6n the basis of thé
distribution of land productivity, the first technology was defined as that
vhose productivity was over the seventh decile,

In the various sectors of iadustry, the product per person employed
was analysed, working at the level of ISIC to five dlglys, It was scen that
in the majority of branches (ISXC, twé digits)} there werehappreciable dif-
ferences in manpower productivilty, which reinforced the adv1sab1 Lity of
separation into two techniques. The consultation of speplflc studies at
the level of sub-branches, sectors and estavlishments made it possible to
observe the existence of a strong correlaulon between productivity levels
and the amoLnt of capital per person employed. ¥or each of the two 1ndus+f1a7
sectors of the model, théreforef the techﬁiques were d1v1ded at the level
of the branch, using the average product1v1ty of the branch &8 the dividing- .
line. &imilar conclusions and cr1+e;1a ere appllcable to the services
sector. ‘ .

In construct:.on, the separation of techniques was estlmated on the
basis of information obtained from pr0¢u551onals, public bodies and entre-
preneurial organizations ig the sector. B , | )

Generally speeking, all the seciors displayed techhicalyheterogeneity
which, although appreciable, is less thar in other Latin‘Amefican countfies.
By way of example, thg_rélation 5étween the average ppdductivities of the
two.techniques for fhe sectors considered is the following: for the agricul-:
tural and consumer goods sectors the ratio is nearly 2, while it is 2.5 in
the intermediate and capital gocds industry and 1.5 in the servicés sector.

The breakddwn of capital according to whether it was of qulic,'nétional
private or foreign ownership ﬁas in response ﬁo the desire to investigate
the possible behaviour of the different types of ownérs_of capital in the

uge of technology and their influence on production and on income distributio;;°

/The participation
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The participation in ownership of these three agents was studied by
sector' for the period 1970-1976 in order to establish assumptions regarding
trends in capitel ownership. An analysis was then made 6f the relations
between rates of profit in public, national private and foreipgn enterprises.

The research made it pessible to ‘establish that from 1959 onwards _
approximately 65% of'foreign investment was channelled towards five branches
of marufacturing: wmotor-vehicles, big packing plants, tobacco, petrolemm proc-
ucts and chenmicals. The sales of the foreign enterprisés included ‘among the
country's principal hundred units, assessed on the basis of their. invoices,
accourted for around 10% of the total of this group, the figure rising to
around 20% if the analysis is limited to the menufacturing sector. On
the basis of these and other data, assurptions vere made as to the share
of foreign sales in the different sectors. .

It was observed that the foreign enterpriees in all cases use high-
productivity techniques. ‘ ‘ (

The share of the public enterprises was established using similar
criteria, with the extra feature that maximum rates were considered for
their percentage share in total and sectoral sales. At all events,
however, these percentages were always lower than those of the foreign
enterprises. Owing to the nature of the services supplied by the public
enterprises, their share in capital-wds three times greater than ;their
ghare of sales.

1

The research showed that the rates of proflt with respect to caplvall
of foreign enterprlses were approylmately double those of natlonal prlvate
enterprlses and far hlgher than those of the publlc enterprises. However,
in the latter case it should be recalled that thelr tarlffs are usually

subsidized espe01ally in the services sector, so that the comparlson is

less relevant.

/The estimate
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- The estimate of employment by sector and techniques, according to the
degree of skill, was made acccrding to figures provided by the Economic
Planning Institute on skilled employment by sector and in accordance with
other research and information on the cemposition of employment and its
remuneration. Generally speaking, both, at the level of sectors and of
techniques there is good correlation between average productivity and
the proportion of skilled persons in total employment.

The relation 5etween skilled and unskilled wages, and between wages
in either of the two classes for the two techniques, was estimated on a
rather weak statistical basis. The differences are greater in agriculture
than in the other sectors. In this sector it has been assumed that skilled:
wages are six times those of unskilled wages, whereas in the urban sectors
the ratio is four to one.. In any cass, the tendency of the system to
increase the ratio between skilled and unskilled workers is apparently
accompanied by a reduction in wage differences, which may be attributed
in the case of Argentina, to the smaller pressure from unemployment in
comparison with other Iatin American countries and to institutiomal factors

connected with the organization of the trade unions.

Second version of the styles of development model.

The experience and knowledge derived from the applications mede of
the first styles of dévéloPment model demonstrated the need to exﬁaqd and
modlfy certaln areas and take advantage of the greater avallab111ty of
statlstlcal data in the last few years. A new model was +herefore prepared

the dlstlnctlve characterlstlcs of Whlch are evident 1f the 5001al accounting

/matrix . for



- 19 -

matrix for Venezuela (see annex) is compared with that for Argentina.
Among the fundamental changes which have been introduced, the folloﬁing
nay be mentioned:

(a) The economic sectors have been extended and more precisely
specified. Ten sconomic sectors arée now considered and ftwo produciion
techniques specified. In this way, greater knowledse can be gained of the
effects on the production system of different development scenarios, as
expressed in the levels and structure of consumption of the different social
groups considered;

(o) More informatioﬁ has been available for determining the two
production techniques, In the agricultural sector entrepreneurial and peassnt
agriculture are specified, and in the industrial sector the manufacturing ani
artisan-type sectors: the former compriges large, medium-sized and small
enterprises employing 5 or more employees and the latier enterprises employ-
ing less than 5 persons or family units. In the mining, construction and
basic services sectors,-reSearch carried out by CENDE ﬁ/the Ministry of
Public Works and the Central Bank of Venezuela showeéd that from the
practical point of view it was possible to consider a single technique,
owing to the relative homogeneity observed in the majority of these
activities. However, it would seem useful for the future to introduce
greater secforaj.breakdown ih- order to consider the heterogeneity which
exists in some branches such as freight and passenger transport. In the
services sector, in addition to the branches which use modern and traditional
technigues, account was taken of a group of informal activities such as
street-vending and domestic service;

(¢) The value added is distributed over the wages and salaries of -
different occupational categories, taxes, remuneration from capitsl hoidings
and gross savings of enterprises, fundamentally made up of provision for

depreziation, stocks and undistributed prolits;

nea

-

/  Ueater for Development Siudies of the Central Toivorsity of Vooseuszla.
P
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(d) Six social groups, mainly relating %o iné economic activity and
levels of skills of the racipient, are specified. The activities and
levels selected are:

(i) subsistence egricultural zctivities;
(ii) non-agriculivral subsistence activities and unskilled
activities in the agricultural ssctor;
(iii) unskilled activities in the non-sgricultural sectors;
{iv) crilled activities and small entrepreneurs;
(v) techuicians;
(vi) professionals and large-scale entreprencurs.

(e) The governnent's activities are clacsified as: (i) public
administration and defence; (ii) education and (iii) health and other
social services. A cost structure is specified for each of these items
and capital expenditure considered. Iastly, income is divided into tasx-
revenue and nen-tax revenue. -

A complete snalytical formulation i available of this model (see
annex) vhich is currently being applied to Venezuela for some years of
the last decade in order to compare the sclutions with real data and intro- -

duce the adjustments considered necessary.

Basic studies relating %o the prenaration of a new economic and social model.,

The experience of the application of the styles of'development model,
particularly the studies being carried out in connexion with Argentina and
Venezuela, provide valuable background elements of a conceptual and method-
ological nature for the preparstion of = new economic and social model which
permits a more accurate review of the implicaiioﬁs of different devélopment
stratcgles and particularly the problems relating to the eradication
poverty, employment and the imbrovement of income distribution.

The incorporation of Venzzuela in trese studies Is essentially in
resyoise to two aspects. (o wls one hand this i an oil-producing couniry
wnich hoe eeb Lteadlf the tack of speeding un its indvetrialization precess
and which ypraesents a different structure as regards production aad

technology from that prevailing in other Iatin American countries; on the

Jother hand
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other hand, there is also the favourable fact that there is more statistical
and technical information which has been accumlating as & result of the
prospective studies mainly carried out in CENDES.

As has been reported on other occasions, the pr03ecu on which work
is being done consists essentially of constructing a global analytical model
to cover different economic and social areas and at the same time facilitate
the extension of snalysis in each, as the.Secretariat's_economic and social
studies require, while maintaining the necessary links with the overall
scheme. : B S

The global model will consist of different comporent sections which
may be considergd as submodéls and which refer to the following aspects:
(i) intersectoral macroeconomic analysis vith the identification of two
production technologies; (ii) demographic aspects; (11d) educafion-
{iv) labour force and demand for employment,(v) 1ncome dlstrlhu*lon-
(vi) government accounts and (vii) externsl trade and the balence of
payments. . . o _

Various basic studies are-being carried'out wi?h these aims in order
to obtain the required information and review'tﬁe funcfional relationg
within each submodel and the relations and llnks oetweep the different
submodels con31dered¢  An aspect of a general nature, which is.a matter of
concern as regards the Plrst and second versions of the styles cf development
model is the fact that 1n these models numerous economic and social variables.
are introduced in an exogenous manner into the simulation and numerical
experimentation analyses, although in wany cases it would be desirable to
express them as functions of other vafiables included. in the model,

Among the most important fasic éspects whiéh are being considered in
the construction of the new model the following should be noted:

(a) Improvement of sectoral 53901f10at10n so that the model can .
analy”a more accurately the productive. and techno1oglcal implications of

different thflles of social consumption in relation to the development
straicgles;

/(b)_More.
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(b) More sccurate definition of the ceobnologlcal asoeots of the
different oranrres of production. This requires sp601a1 research, since the
lack of information represerts s serious obstacle in this regard;

(¢) Continumtion of the basic studies to review the p03515111t1es of
1ncorporat11g tne demograpklc variables in an endogenous marner.

In this reéard, researen continues, mainly in CELADE, on the links
between fértility rates and educétion, the family income level, the degree
of industrialization and the urban or rural location of the family. Obvious
associations and a high degree of correlation with the demographic variable
are noted in this respect. Slmllar studies are being made regarding factors
which can explain life ezpectanCJ and mortality more satisfactorily.
Projections have also been made of the Iatin American populatlon on the
basis of correlations between the rate of fertlllty ‘and average incomes
of the different social groups, However, there are still aspects which
have not been sufficiently verilied to permlt even partisl 1ncorborat10n
of the demographic submodel on an endogenous basis; '

""(d) Rural-urban migrations have generally bééﬁwint*odoced‘in earlier
models as exogenous variables. Detazled studles are being made on the ':
factors which determine these pooulatlon movements in ‘several Iatin Amerlcan
countries. Among other aspects, a relatively hlgh correlation has been
observed between the distribution of rural emlgratlon and the growth rates
of employment in the urban centres which sttract such migrants;

(e) It is essential to go more deeply into the analysis of the demaﬁd
for labour according to the different occupational categories and their
relations with economic growth. It is hoped to make progress in this task o
in joint studies agreed upén with PREALC: =

(£) Substantial progress is being made in the studies on the.personal
and family distribution of income in different Iatin American countries.

It has been noted that the high level of concentration has been maintained
and in some cases has even increased with the process of economio grow@h. Z/ ‘
At the same time, various preliminarj studies would seem to indicate that

while the percentage of the population situated below certain absolute

7/ '"latin America on the threshold of the 1980s,' E/CEPAL/G.1106,
Novembar 1979,

/poverty lines
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poverty lines has tended to fall, the volume of the population in this
situation has been maintained and is even increasing. The high level of
concentration which continues to be registered in income distribution
despite the rise in average per capita incomes as a result of global economic
growth and despite the reduction registered in the agriculfural population
would seem to be explained by the high percentage of occupation in
informal or margiral actitivites in urban areas;

(g) Iastly, mention should also be made in this partial description
of the basic studies to the ongoing revision and reformulation of energy
projections to estimate the demand in the context of the new conditions

of supply and prices, and to make progress in the review of alternative
sources.






ARGENTINA: S'OCIAL ACCOUNTING MATRIX, 1970
(Millions of pesos at 1970 prices)

Intermediate and

Services sector

Gross investment

Agricultural sector Consumer goods sector capital goods sector Education sector Families
Totaf Eamili Total
. . ) amilies
Hiah tach- | L - | Hian L " Hiak tech eh L Second- Hich n “?r' Hiah G::;::: Enter- Govern- Exports final Total
igh tach- | Low tech- igh tech- ow tech- igh tech- | Low tech- Bas:c.' ar{/ and igh tech- | Low tech- mediate Rural Low ig) Total risos ment Low High Tots! demand
nology nofogy nology nology nelogy nology education) higher noclogy nology demand urban urban Rura!l arban urban
education _
Agricultural sector 761.1 528.9 5915.6 3185.4 58.9 36.1 - — 2.8 4.2 10493.0 2146.0 2759.3 1532.7 6438.0 50.0 2179.0 8667.0 19 160.0
Consumer goods industry 643.7 447.3 5270.2 2837.8 3649.3 22367 - - 460.4 690.6 16 237.0 2593.3 13 341.7 12 353.0 28 288.0 511.0 3277.0 } 32076.0 48 313.0
Intermediate and capital goods industry 1632.2 1064.8 56719 3054.1 122028 7479.2 1744 266 8916 13374 33435.0 664.1 4 355.3 13 523.6 18 443.0 479.0 10 184.0 {{ 3 230.0 134.9 11264 24327 17 107.0 2053.0 | 38082.0 716170
Education - - - - - - - - - - 0.0 - - 778.0 7780 2510 - 3288.0 32880
Services 16275 10615 4 641.7 2499.3 5713.3 35017 - - 11228 1684.2° 21 7510 107924 4443.3 6 090.3 11 613.0 42.0 492.0 12147.0 33 898.0
Subtotal 44545 | 31025 | 214994 115766 | 21624.3 | 132537 174.4 26.6 24776 3716.4 871 916.0 653828 | 248996 | 34277.6 65 560.0 25920 10 184.0 {| 3230.0 134.9 1254 | 24327 17 107.0 8001.0 | 894 260.0 176 176.0
Imports
Agricultural sector 15.9 9.0 212.0 1145 148.3 90.6 _ _ 590.3 0.1 0.7 0.8 95.5 686.6
Consumer goods - - 106.0 57.3 - - - - 163.3 163.3
{ntermediate goods 16.0 9.1 106.0 57.2 23239 14202 118.6 173.4 42244 4.0 605.6 609.6 89.5 1672.0 16720 6 59b.5
Educatian - - — — — - - — - -
Services - - - - — -~ - - - -~ - 79.6 70.6 79.6
Total imports 219 18.1 424.0 229.0 24722 15710.8 - - 118.6 173.4 49780 4.1 685.9 §90.0 185.0 1872.0 - - - - 1672.0 7.525.0
Total inputs 4 496.4 31206 219234 11 805.6 24 096.5 14 764.5 174.4 26.6 2 596.2 3889.8 86 894.0
Unskilied income 1303.2 719.2 — 120.0 - - - - - 3274 24698 - - -
=R .
5 Skilled income 1 299.0 251.3 — 98.9 - 86.6 -~ - ~ 95.6 18314
2z 79740
£ | Distributed profits 3417 | 29033 - - - - - - - ~ 3245.0
o
Transfer payments 427.8
o | Unskilled income 1270.7 791.4 2 861.3 3738.6 92.6 7.7 2038.7 1 265.1 12 066.1 3168.3
3
Q
5 | 8killed income 410.8 8.9 12775 3808 3774 167.9 537.3 90.5 33201 3834 J
§ y 25 351.7
5 | Distributed profits 429.2 4035 31485 3981.2
2
3 Transfer payments 24328
a { Unskilled income '
3 .
5 | skilled income 17315 582.8 5110.7 1904.8 1 509.6 671.5 21496 ° 743.8 14 409.3 R 1633.8
3 ' 41959.3
5 | Distributed profits 2 689.0 27293 1716.6 3910.7 36309 120.0 299 2885.2 7598.3 25 309.9
e =
2
I | Transfer payments 7113
Government 700.3 151.2 28878 813.2 334986 1108.2 76.5 338 28516 22329 14 2051 423.7 878.3 2475.0 3777.0 3013 18 3734
Payment for external factors 30.0 297.0 2 6259 400.0 33529 ’ 438.8 379.7
Gross savings 444 8 710.0 152.9 483.0 11085 11496 - — 100.6 946.9 5 096.3 1167.5 -430.3 45208 5 2588.0 51009.1 33156.7 18 779.0
Total 11 304.4 7 855.6 314034 16909.6 | 44 3405 27176.5 | 2350.5 937.4 13569.2 | 20 338.8 176 176.0 7 974.0 25351.7 | 41959.3 75 285.0 18 373.4 11 856.0 || 3 230.0 134.9 11254 24327 18 779.0 11 316.7




