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Introduction

This document has been prepared for the group of permanent
representatives of Latin American countries at United Nations Headquarters
in New York. '

Chapter I examines the economic and social development of Latin
America during the present decade, in order to identify the nature and
scope of the main problems facing the region on the threshold of the
coming decade. Special attention is paid to analysing the links between
the factors of economic growth and the dynamism and structure of external
relations, with the aim of providing information concerming aspects of
special importance in the preparation of the new IDS,

Chapter II contains a study of economic projections for the next
decade on the basis of a development scenario. It begins by emphasizing
Latin America's need to stimulate the transformation of the natiomal economies
and sharply accelerate their economic growth rate keeping in mind future
demographic trends, and especially the expansion of the economically
active population, which will grow faster than in the past. It evaluates
the structure of production and the requirements imposed by the greater
vigour of economic development in terms of saving and investment, and of
the external resources related to financing and the need to increase
exports., In this context the document refers to the nature of the problems
which should be dealt with in the new IDS concerning the restructuring of
the world economy, and lays stress on the importance acquired by regional
co-operation and co-operation with other developing areas or countries.

The final part of the document deals in particular with two aspects
of special significance for the new strategy. It suggests that the regional
economic commissions should draw up and approve, within their intergovernmental
organs, regional action programmes for the instrumentation and application
of the IDS adopted by the General Assembly. Stress is placed on the useful
role these regional programmes might play in establishing objectives, policy
measures and structural and institutional reforms, in accordance with the
specific circumstances of each region. The gualitative and quantitative
targets and objectives which might be included in the appropriate chapter
of the Strategy are enumerated. This enumeration is based on the analyses
carried out in the two precsding chapters of the document. This document
does not embark on an analysis of the policy measures which the new Strategy
should take into account. ilor doss it aim to lay down gquantitative targets
for Latin American development in the next decade. Rather, the analysis is
directed towards supplying information and technical data for discussion
of this issue. However, an attempt has been made to offer a provisicnal
frame of reference which makes it possible to infer certain limits or orders
of magnitude for the subsequent determination of quantitative targets.
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”I; BCONOMIC AND SOCIAL DEVELOPMENT IN THE' PRESENT
: DECADE EXPERIENCE AND EESSONS

1, Rate -and structure of économid‘gfowth: rise and fall

1. In the present decade the economic evolution of the Latin American
countries varied significantly and the raté and structure of ‘their development
underwent radical changes. It acqulred considerable dynamlsm in some
countries, was slower in others and, in general, the process' developed from

a period-of acoelefated’ﬁace'to a particﬁlarlylweak'situation, and advanced
in recent years along ‘a path of a moderdte recovery, while at the same time
-the problems conmected with the balance of payments, inflation and 5001a1

' pressure 1nten81f1ed 1n the majorlty of the countrles concerned

2. - The region attained an econcmic growth of approxzma;ely 6% annually,
which iis close ‘to the minimum target establlshed for the Second United

- ..Nations Development Decade, The’ population ‘growth rate, however, ‘remained

relatively high (an average of 2.7%), so that the per caplta product roge by

“: 3,2% annually, falling short of the 3, 5% target also con31dered in. the

Strategy for this decade,

3. . These global indicators conceal marked differences in the countries'
development, Over half 'failed to attain an annual growth of 4.5% for their
‘domestic produet, and only six countries idchieved a growth equal to-or
highetr than the 6% target. Significant disparities also continued to be
recorded in the countries! population growth. Accordingly, marked changes

- took place at the regional leével with respect to the countries' economic and
demographic importance, stage of 1ndustr1allzatlon and economlc, financial
and technologleal capaclty. g

.4, . The process of transformatlon of the agrlcultural economy continued to
make progress, with the increasing modernization and diversification of
production and crops, Nevertheless, the average growth of production
maintained its historical trends, The levels attained by the region as a
whole in 1978 show an average annual growth of slightly under 3,5% with
respect to 1970, which is less than the 4% target ‘established in the Strategy
for the present decade, Here, too, there are ‘obvious differences’ in the

‘countries! development, since while the majority fell short of the target,
‘seven countries attalned op even surpassed 1t.

. 5, . Neither did the reglon as a whole attain the 8% target lald down for

" manufacturing production., The fluctuations in the growth rate of
-manufacturing ~ its expansion in the early 1970s and its ‘slower growth in
the last few years -~ were more marked than those recorded in overall growth.

- 6. © - The level of manufacturing dutput in 1979 represented an annual growth
of only just -over 6.5% with respect to 1970, amd not move than three"
countries attained or exceeded the 8% target established in'the Strategy for
thé Second United Nations Development Decade, Far more accélerated growth
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was recorded in the. first four years of the decade, i,e., 8.6% annually,
although this was heavily ccncentrated iz two or three countries; but in
the last four years the growth rate has ceclined sharply., In short, if
the trends throughout the period are reviewed, it may be concluded that
the rate of industrial develcpment was relatively slow in the majority of
the countries, above all if account is tdken of the present stage of Latin
American development. ' : S ‘ o :

7. . The dynamism and production and technologigal changes characterizing
economic development in the post-war period are clearly seen from the rise

in the consumption of energy and the.changes in its primary sources. In

the long term (1850-1975) the .total consumption of energy of the region as

a whole grew at a rate of approximately %,5% annually, i.e., similar to the
gross domestic preduct. The consumpticn of commercial or moderm energy,
however, experienced a much more rapid inerease than the domestic product,
since its rate of growth was close to 7% annually. - This. process originated
in the important changes that took place in the sources of energy as a
result of their own technological develorment, and particuylarly.in the
‘gtructural changes in production and domestic demand which have accompanied
econcmic development. In 1950, production from the triaditional non-commercial
sources for the region as a whole represented nearly 40% of total consumption,
whlle in 197b it represented only about '5%.

B;' As agaLnst what occurred in the case of. consumptlon, the, productlon
of commercial enmergy grew by only 4% annually in the period 1950-1975,  As

a result of this umeven development, the region saw its exportable surpluses
diminish ‘in velative terms. Thus, in 1950, Latin Ameriea consumed in the
¢ form of petroleum :products: 27% of its peiroleum production. and 17% of its
output .of natural gas. .In 1975 the proportions had risen to.57% and 43%,
respectively., Accordingly, the region continued to be a net exporter of
fuels, but the trend shows a rapid deeline in its exportable margins, Later,
the situation changed somewhat, with the appearance of new export flows,
mainly- from Mexico. The sitvation and prospects differ widely between one
country. and another, influenced in partivular by the .considerable share of
hydrocaﬁbons and the part played by imports in -the supply of domestic

neads, . :

9., - The course of the world &conomy , and particularly the evolution of
the industrial countries with which Latin America mostly maintains external
relations, especially influenced, the rise and fall of the economic growth
rate of the Latin American countries. The developments and serious problems
affecting the world economy have marked effects and repercussions on the
economic situation and prospects of the countries of the region: To recall
this, even if only' in brief outline, is of particular interest.in order
subsequently to present certain reflections concerning the preparation of
the strategy for the next decade,

10, In the first four years. of the decade the economy grew at an accelerated
pace and the region as ‘a whole -attaided an annual rate of -approximately 7,5%,
Some singularly important ‘dynamic factors were, on the one hand,-the national
policies directly aimed at stimulating economic growth and, on the other
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hand, the active external demand deriving from the favourable evolution of
the developed countries' econcmies up to 1973 _fnother factor contributing
to this process was the improvement in the terms of trade and a more flexible
avallablllty of external flnanc1ng then that recorded in the previous decade,

ll. - In 1974 the Latln Amemcan ‘economic 51tuatlon and the evolution of the
world economy changed substantlally. The 011-export1ng countries benefited
from-a further 1ncrease in prloes whlch was reflected in a rise in their
real income and:an ircrease in their external purcha31ng power. In contrast,
the non~oil-exporting countries had to face with a weaker external demand due

to the economic recession in‘the developed countrless while also suffering a
deterioration in their teifis of trade, During that.year, these countries
continued to expand their investment ahd domestic product, and further
increased their 1mports. They therefore incurred a substantial deficit on
the current accounts .of their balances .of payments which was partly oovered
by their monetary reserves, as well as by external flnan01ng.

12, In 1875, the- worsenlng of external” condltlons was reflected in a’
significant drop in the external purch331ng power “of the Latin -American - -
countries and, in spite of the contraction in 1mports the balance~of-
payments, deficits on current dccolmt- rose above the prev1ous year's figures.
The rate of economic growth fell drastlcally to. only 3%, 1s€e, practlcally
the same as-the populat;on growth ‘of the reg1on as a_whole.

13, The three—year perlod 1976 1978 was characterlzed by a process of
recovery; even 50, the economic growth rate of around 4,5%. l/ annually :was one
of the lowest in the last three decades; Growth has been uneven in the
various countries; there have been some situations of comparatively higher
growth, but others representing a more unfavourable evolution.

14%, During this:period, many countries affected by balance—of—payments
problems strove to-adjust or control thelr domestlc demand._ They promoted -
and succeeded in appreciably-indéreasing thelr exports, and they coptained and
even reduced the absolute levels -of their imports in an attempt to diminish
the external deficit, 'These measures are now more dlfflcult to implement,
since they would have more serious' effects on the rate of investment and.
domestic production, while at the Same time the balance-of-payments pos1t10n
has also become more inflexible because of the increase in financial services
and: the remittances of interest and profits on the cumulative debt and forelgn
investment, added to which is the higher cost of imports due to inflation in
the 1ndustr1al countries and the h1gher 011 prlces for 1mport1ng countrles.

15, In brief, the 1nterrelet10nsh1ps and degree of dependence recorded by
the Latin Amerlcan econcmies with respect to the course of the world economy,
and in particular that of the industrial countries, is to a certain extent
reflected in the . parallel evolution of the economic growth rate of latin
fmerica and of the industrial countries as a whole, above all since the middle
of the 1960s. The indicators of theé demestic’ product co;ncade in showing . for
the industrial countries and for the various groups of Latin Ameriean o
countrles a relative rise up to 1973, a sharp fall in 1975 and a subsequent

1/ ..It should. be noted that the gross domestic product for 1879 will
" increase to around 6.5%
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recovery. The statement of this faet'is not intended to suggest a simple

. and immediate’ causal relatlonshlp, _Among: other aspects, there are powerful
- forices and autonomcus factors in the Latin Averican process and the
structural condltlons have changed considerably with reSpect to the past.
This same comparative analysis shows in the context of those interrelationships
the singular evolution of the oil-exporting countries, the deferment until
1975 of the impact of the. unfavourable external factors of Latin America's
-egonomic growth rate, a smaller.drop, in the rate than might "have been
expected from past expemence9 and the fact-that within the context of the
fluctuations descrlbed Latin Americals -rate of economic growth tended to
‘remain at a higher 1eve1 than that.of the 1ndustr1al countrles, Wlthout no

“contractlons in 1ts abso;ute levelSe. = ¢ .

2, Changes in the structure~of external economzc relatlons

. 16.  During the present decade there have. been vadlcal changes in the

manner of Latin America's integration in the world economy and the process
of internationalization.and.association with: J;ndustrlal market-economy
countries has- been 1nten51lled.1 Transnational corporatlcns have played a
predomlnant role in this process, as als> have- prlvate international banks
owing to the 1mportance they have attainzd as a sourge of éxternal financing
for the Latin’ ‘American countrtes., The‘gavernments, for ‘their part, have
promoted policies of opening.up to the .exterior in ‘the various economic,
financial and technologlcal aspects, npec1f1c expre551ons of the new,
structural relations are found in the rate and comp091t10n of exports and
imports, which represent slgnlflcant changes in the structure of economic
growthy changes in the sources of financing and 1n the hlgh 1evels of..
external 1ndebtedness.xﬂ T LA . o i

vegr s T T .

17. Transnatlonal corporat:cns play an 1mportant part in. manufacturing
production. They predominate in the more: dynamlc key sectors whlch are- also
making more rapld technologlcal.pnogress, dn- partlcular in ‘the chemlcal,,
-hasic metdls, metal manufactures and machinery and motormvehlcle industries,
‘They have 1e=s part1c1patlon in the trad tienal 1ndustr1es in which national
enterprises play a more important role,. Their operatlons are mainly directed
towards the domestic market and to a lesser extent towards' ‘exports. Through
this sector of tramsnational corporations is ‘channelled a significant
proportion of imports, external Flnanceng and the absorptlon of technology
by the countries of the regicn. ) . e

18, It is estimated that in 1975 the cumulatlve ‘investment of the OECD
countries in Latin America was close to L0 billion dollars and sales by.
transnatlonal corporatlons represented some’ BO billlon dollars.

19. The grawth vate of exports has tenced to ‘rise since the mlddle of the
past decade, partly as a result of the deliberate promotion policies of
the 'Latin American govermments and in particular the ‘dourse of external
demand, .Nevertheless, the region as a whole was far from achieving :in the
1970s the target of sllghtly over 7% eStnbllShEd for the Second Development
Decade. -

/_20. Exports



20. - Exports experienced a dual process of diversification, Exports of
manufactured products increased and for the region as a whole came to .
represent 20% of total exports, although this was not a uniform trend and
tended to be concentrated:in the larger and some of the medium~sized
countries, This was accompanied by a process of diversification. of domestic
exports of basic commodities or of new flows of agricultural and mining
products which have gradually:acquired considerable importance. - Thus the
effects of industrialization and of the production changes which have'long
been taking place in-the national economies have begun to yleld resu]ts in
terms of Latin Amerlcan exports,’

2l. A movement towards a greater llberallzatlon of 1mports has been
cbservable since the end of the last decade, which in many countries
constitutes a new phase of economic policy, different, of course, from that
prevailing in the 1950s and the early 1960s. Imports grew vigorously and
their coefficient with respect to the:domestic product tended to increase,
These trends. were interrupted in recent years owing to the serious  balance-
of-payments problems. : : '

22, - The comp081t10n of 1mports shows characterlstlcs of speclal SLgnlflcance
for prospective analyses. First, the major proportion comprises intermediate
preducts, fuels and capital goods; thus, total demand for imports is closely
linked with the course of domestic production and investment. Secondly, the
‘value of imports of fuels, lubricants and other petroleum products-has risen.
appreciably in most countries as a result .of increased external supplies and
higher costs, and represents an 1ncreaszng propowtlon of current forelgn
exchange receipts, : - , o

23, In the inflationary context dominating the world economy, the evolution-
of prices of basic commodities and manufactures has been far from uniform
smong those various items and the branches composing them; thus the changes

in the terms of trade.have had effects of varyirig.intensity and notably .
different results in the countries of the reégion. It is a well-known

fact that during this decade the oil-exporting countries have raised

their average terms of trade above the markedly depressed levels recorded

in the past decade., The non-oil-exporting countries have shown diverse L
trends. The terms of trade have been distinctly unfavourable for some medium=
sized and small countries and less unfavourable for others.. If the whole.’
group of non-oil-exporting countries is comnsidered, it will be seen that the
improvement in the terms of trade favoured them for a relatively short period,
particularly in the two'years 1972-1973, " The positien of this group of’
countries subsequently deteriorated-and the index of the terms of trade in.
goods and services recorded a level véry similar to the average for the

past decade, which in its turn represented a deterioration with respect to
the levels of the 1950s.

24, Far~reaching changes have taken place in Latin America's external
financing, This refers to the amount and compos*tlon of financing accordlng
to its sources, The current account deficit of the balance of payments for
the group of non-oil-exporting countries has increased considerably, reaching

/an average



an average during the present decade of 3.2% of gross domestic investment,
which is a much higher proportion than tha: recorded in the previous decade
(an average of 1.8%).2/ The inflow of exterpal funds tended to exceed the -
current account deficit in many countrleq and contrlbuted to the growth

of foreign excaange reserves. <t :

25, The other notable fact ig the transcendental change that has taken
place in the sources of financing. In the 1950s and the early 1960s, most

of the funds' entering Latin America comprised official long~term capital

and, in part, direct investment; in recent years, however, a large proportion
con51sts of short- and medium-term loans from private banking. and commerclal
sources, at increasing rates of interest, The level of commitment
represented by external financial services with Fespect to narlonal 1ncome
and the current value of exports has there ore rlsen. »

26, The nature of these financial flows- and the situations of 1ndebtedness
created constitute factors of uncertainty and instability with respect to - -
their future prospects, above all if it is taken into account that they have
made it possible hitherto to cover import needs which would otherwise have
been more-restricted, with the ultlmate ¢mpact on the rate of econemlc growth
and investment, :

27. - The result of this process has been . an. appreciable increase-in the’
external debt, which rose from some 10 billion dollars in 1965 to"about

100 billion at the beginning of 1879, In short, a situation of external
vulnerability has gradually:arisén, which hag-special significance for the
analyses of development policy prospects and guidelines.

28. Although the economic-integration agreements, with the -exception of
the Andean Group, have met with difficulties and in the.majority of cases
have failed to achieve the established goals“and objectives, important -~
progress has been made-in multinational infrastructure investment,
particularly in the energy field, as well as in the expansion and : = .
diversification of 1ntra—reg10nal trade. A

23, The proportlon of total exports deotlned for the: countrles of the
region has increased, Reciprocal trade has a bigger content -of industrial
goods: intermediate products and capital goods, In some sectors these flows:
represent .an 1mportant dynamlc factor. E : B

30, Certa;n technologlcal f’ows have also been promoted -between countrles.‘
of the region, -although this.is far from representing a change in thelr
heavy technologiecal dependence on the 1ndu=tr1a1 countrles. '

2/ Percentages estlmated on the ba31s oL figures expressed in dollars‘w"
- at 1975 prices.

i3
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3. TPersistence of social problems

3l In most countries the high rate of population growth was maintained,
although it tended to diminish in recent years. In contrast, the growth of
the labour force accelerated as a vresult of the population trends in previous
~-decades and the greater participation of women-‘in economic activities, The-

© process of pural emigration continued and urban concentration was intensified,

- with its immediate effects in terms of the’availability of manpower and
Jilncreased DPressure ‘on the phy31cal and soc1al 1nfrastructure of the cities,

32, The heterogenelty whlch has characterlzed the structure and davelopment
-of the Latin American economies, in particular the structure:of the -
industrialization process .does not. geem to have diminished during the present
decade. The 1ncorporat10n of modern technology appreciably helped to increase
production but had a“limited spread; so that in- this stage of Latin American
development the differénces in product1v1ty between varicus segments of

‘ productlon have persisted or even inéreased. To ‘this heterogeneity

inherent in the urban area has been added a growing differentiation in the
productivity of the rural area, Here, the development of modern agricultural
enterprises, in a settlng where the tpadltlonal rural ‘economy changes slowly,
has been reflécted in marked 1nequa11t1es in “the productivity of the various
systems of farming;, with the 1ncome distrlbutlon 1mpllcat10ns which may
easily be 1mag1ned.

-33, 1Im the cOntext of -this economic and "social process, neither have the
‘employment problems and the magnitude of the poverty situations been
attenuated; in fact, everything seems to indicate that they may have been
aggravated, partlcularly as a result of the slowing down of the economic

- growth rate recordeéd in a large numher-of ‘countries in the last few years.

. *Various studies around 1970 'indicate that the total under-utilization of

' manpower may be estimated at the equivalent of about 30% of the total

" economically active population and that one-fifth of such under-utilization
represents open unemployment, Furtherfiore, there are impressive differences
in household income bétwéen the various SOC¢a1 ‘sectors, the share of a large

-mass of the populatlon 1n natlonal income belng mlnlmal. S ' :

34, This brings out the magnltude of the poverty situation, since estimates
also. for the beginning of this decade indicate that, with substantlal
differences between countries, the region as a whélé records 40% of all
- families as affected by 51tuatlons of extreme poverty, and nearly half of
them could be regarded as. 1nd1gent.

35. The evaluation of the social process prevailing in Latin America
- could therefore be summarized in the following concepts expressed in
resolution 386 adopted at the eighteenth session of CEPAL: "the far-reaching
social changes whic¢h have actompanied the prevailing process of economic
growth in the region have helpéd to shape societieés which are unjust and
highly polarized, with inereasing social differentiation and extremely
t.unequal dlstrlbutlon of the beneflts of growth" :

/i;.' Final



4, ' Final consideraticng’

36s . The review of economic and social development in. Latin America, some.
of whose salient features have been set forth briefly in previous paragraphs,
stimulates certain veflections which it is. useful to-mote in connexion with
the discussion being carried-out' on.important: aspects of the new International
. Development Stratepy. . In this schematic document, special reference is made
-to the economic .grdwth potential, the neeis~involved-in the expamsion of !
trade, essential aspects of the region's. enternal vulherability and, finally,
the equlta.b:l.ll'ly and soc1al content of the development process.
37, The pegion as a whole showed 1tse].f {o posssss & real growth capac:l.'ty
“twhtich enabled it to expand at an average rate of 7.4%.in the period 1970-1974,
~although it must be recognized that comsiderable differemces existed between
one country and another., If it is taken into acdouny, however, that many
countries grew at low rates which were undoubtedly lower than they might
have attalned, it would seem safe to say that the.yegion has. a .considerable
econemic growth potent1a1.= o T L T '
38 Experlenoe durlng thls perlod shcwed that when external condltlons are
favourable the, region is capable of prometing 2 dynamxp .and large-scale .
process of investment and econeomic. growth..-This is not-.a new development,
but it acquires special significance in this new stage of economic development
attained by Latin America, beczuse of the projections it may reach within
the framework of a new structure of the world economy, and because of its .,
capacity to place more emphas;s on the socciEl aspects of. the development
Progess, i . b1, R R TR AT T I | - L T B
39..  The nature and extent of the éifects of the counse of the world economy
and partlcularLy the growth rate.of the industrial countries: on the economic
growth of: the countries of the region was. .evident. This iz explained by the
important role played.in the context of the structure and factors-of economic
growth by. external demand, the termg-of trade, the supply- of essential-
products required for economic growth and the availability: of firancing for -
 increasing external purchasing power, - It is therefore suggested that clear -
objectives be established in this connexion, and experience has shown the
need to provide the international machinery necessary to take caré of -~
situations created by unfavourable external factors beyond the countries!-
controly such as the adverse effects: of the recession and the fluctuations
in the world economy, . TFhe Strategy for the Second Development Decade did
not consider this aspect because it was basied essentially -on. the premise of
a sustalned growth of the world economy.

ir ' i TR i
49, It is clear that the region needs an expanszom of external trade and
financing in consonance with its economic development. goals. Within the
context of the structure of external relations, partiecular importance
attaches to the development of active trade with the developed countries,
with which the region currently conducts two=-thirds of its trade. It
depends on those countries for supplies of basie. inputs, capital. goods and
technology, which are essential in carrying on the process of production

/changes and,



changes and, in partlcular, 1ndustr1allzatlon plans. Accordingly, access
undex satlsfactory conditions to the developed countries' markets which

will facilitate the growth of exports of basic comodities, semi-manufactures
and manufactures is an essentizl requisite for accelerating growth, Of
course, regional co~operation ‘and the expansion of reciprocal trade are also
essential requisites, but they cannot be considered as substitutes for the

. first, Both strategies should be envisaged as complementary ObjeCtheS,

above all in the perlod covered by the next decade. '

41, These ob]ectlves, which are con51stent w1th the natlonal polzc;es

that have "gradually been consolléated in the sense of promotlng a :
development strategy with an increasing degree of openness to the exterlor,
are faced with oppesing or decidedly unfavourable trends and policies on

the international scene, particularly in the central industrial countries.
These are widespread 1nf1atlon and the 1nstab111ty recorded in commodity e
prices which ultimately 1ead to a deterloratlon ;n the terms of trade to ¢

the extent that they are not counteracted by rises in Latin America's

export prlces, the réstrictive polities and prospects of recession or slow
‘economic growth in the AIndustrial countrles which 1imit external demand; . -
and the resurgence of protectlonlst measures which hamper or impede proper
access to those countries' mafkets added to wh1ch ls the. rise 1n the prices -
of fuels for importing countrles. T . '

2, This situation becomes even' more complex because many countrles of

the region have accumilated substantial amounts of external indebtedness .
and their services represent hlgh proportlons of ‘the value of exports, so

that 'in séme cases it will be difficult to exceed certain limits in respect:

of the debt unless current export earnings increase appreciably, It is

clear, therefore, that the acceleration of economie. development in Latin '
America is llkely to' face serlous dlfflcultles if spch ‘trends persist An the
world economic 31tuatlon. In these clrcumstances “the, need for a v1gorous o
reglonal co-operatlon pol1cy once agaln arises 1n a new context.

43, The government appralsals made in CEPAL (Qulto, Chaguaramas Guatemala
and La Paz) repeatedly mske two fundamental comments. on the styles of
development prevailing in thé région, One is that the deve lopment process _
fails to incorporate the whole mass of the population, and the other is that
the benefits of economic. growth are not equitably dlstrlbuted. This situation
‘will tend to get worse w1th the” accelerated expansion 'of the labour Force. -

It will therefore be ne¢essary to suggest strategies and policies on a more
integrated basis and to promote structural and institutional changes which
will lead to a new orientation of the development process, with a view to
giving this wider social repercussions, inéreasing employment, improving .
income distribution and eradlcatlng situations of extreme poverty within a
reasonable period.

ERE
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II. BQGNOMIC DEVELOPMENT PROJECTIONE FOR -THE COMING DECADE:
' GROWTH RATE AND EXTER&AL SBCTOR

i

) f.j'Gfawth iﬁ'poﬁulation and in'thé labour forég\aﬁd, _
"' the need.for more rapid economic growth ‘

yy, Future changes in populatlon, its. conp031t10n and locatlon and thelr
repercussions on the ‘labour force are of special importance in examining
the basic objectives of the development strategy, egpecially because of

the magnitude of unemployment and underemplqyment the extent of poverty
and the hlghly unequal distribution. of,lncome which prevazl in the countries
of the region. . e ey

45, The rate of populatlon growth has acrelerated 1n the past three decades
to a peak ‘at’the beginning of this decade. In reoent years a decline in

the high rate of populatlon growth has. begun, and has become. qu1te.substant1al
in some countries. This is the result of 1he‘econom1c and social changes

and transformailons dharacterlstlcs of this- stage of Latin. American- development.
and which drise at the same time as more, favourable official and private

"attltudes to the adopt;on of populatlon pollc1es. It is estimated that
" the present population growth rate of 2.7% a. year w1ll gradually decline,

with an accentuation of this trend towards the end of the century, though

it will still remain relatively high, prcbahbly,slightly over 2% a year. In

this way, it may be expected that the populatiop of the region will increase
by more than 100 million in the next decade,- from 360 million to 479 million,
with a figure of around, 580 mllllon by the year- 2000, accordlng to available

eStlIDatES. i et - R . : L~ mZ“'g"v:“".: s . g-L.i'

) 46. In the next 20 years the marked dlfTErenqes 1n demographlc processes
.whlch have been observed between the countrles of the.reglon will make -
themselves fe1t even more strongly. A group of, countries. c0mprlslng

Argentina, Chile, Cuba and Uruguay will continue to ‘record a decline in

_their population growth. Their pppulation;will increase at between O, 8%
' and 1. 5%.a.year, The absolute totals for the rural population will. fall,
w?whlle the labour, force will expand substan1lally faster than the total
;épropulatlon, tendlng to decline towards the year, 2000,

"'47. Another group of countrles, comprlslng Ecuador, Méx1co and the magorlty
' of the coimtries of Central America, will naintain. v;gorous population.

?i_growth with'annual rates of 3%.and gver for the tQtal populatlon, even

:'though in .some of them these yates will be lower than those of recent years.

These couritries w1ll continue to experzenca strong growth in the urban and

. rural, populatlon, and the labour force. will groy more rapldly than the -

total population.

48, Fipally, a third grouwp of countries, including Brazil and Coloubia,
among the countries with larger populaticns, show trends of an intermediate
type. There will be appreciable drops in their growth rates, but on the
other hand growth in the labour force will rise to around or above 3% a year.

/49. The
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49, The spatial distribution of the population will continue to change ..
rapidly, and both.individual population centres and the structure of Latin
American societies will acquire 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 terms. By the
year 2000, about 80% of the population of the region as a whole will be
urban, and two-thirds of the total population will .live in towns of over
20,000 inhabitants, In all the countries the rural population will make

up less than half of the total, and the degree of urbanization will be
still higher in -the southern countries.

90. This growthin population and change in distribution will have serious
economic, social and politieal repercussions, Firstly, there will be
considerable expansion in potential and actual demand for .goods and services,
especially if efforts are:made to achieve specific_ objectives in improving
the living conditions of "all sectors of society, and to. reduce or eradicate
situvations of poverty and indigence within a reasonable period of time.
Secondly, the spatial changes in the population will lead to profound changes
in the shape, size and relative importance of the urban and rural strata

of Latin American societies; in particular, growth in the urban population
will exert strong pressure on the physical and soecial infrastructure.
Thirdly, there will be & shift in the problems .of unemployment and
underemployment from the rural areas, with increased impact on underemployment
and marginal or low-produidtivity cccupations in the ‘urban.areas, to the
extent that the development strategies and policies do net satisfactorily
tackle these problems. Fourthly, it is also clear that this population
in¢reasewould broaden and diversify -the markets of the Latin American
economies if success is achieved-in promoting a dynamic process of ‘
absorption of the labour-force in production, ralslng per capita income

and 1mproV1ng 1ncome dlstrlbutlon. : ‘ :

5l. The exp1051ve growth Whldh will be recorded in the economzcally active
population undoubtedly represents an exceptionalchallenge for the -
dévelopment strategies: and policies.  Annual. growth, rates in.the labour

force of around 3% or even more, which are derive from the age. structure

of the population and the greater participation of women - factors which

will not be modified in the immediate future even:if the decline in population
growth is greater than ekpected‘— are extremely high, and give rise to an
employment problem which is very difficult to solve and. whlch is aggravated
by the bread extent of present unemployment and underemplqyment of. the . .
actlve popuwlaticon. - .

52. Thene-will be a need, accordingly,.for a form of ecpnomic development
which is substarntially more dynamic than that recorded in the region as

a whole in the past, and much more so, of courss, than that which has been
achieved in recent years. It should not be forgotten that as economic
growth accelerates, so does the increase in the product per employed
person, because of the progress which must be recorded in the transformatlon
of production and the absorption of new forms of productions. As is well

/known, there



known, there is an increase-in the capital required per’ penson employed,,
as well as a sharp rise in the volume of output which; is- needed to absorb
‘the same quantlty of labour. : T B I RO L P

. i LomognT B sa e

'2. The need foy more rapld economlc growth N

. . _ Ty
(a) ' Scenarios-of Latln American economlc growth The -BaVAIng and
1nvestment requ1remenrs and the. sectoral structure, .. .=

1. M R ' i1
53, In order to ensure progress in the analy31s of the development e
strategies and policies, CEPAL is carrying out a programme of prospective
" studies covering the next decade and, as far as some .aspects. are concerned,
extending to the year-2000. At this stage the. study is being carried out
on the basis of-a macro~economic analyals covering moet'of the COUDtrles
of the region.. The analysis examines three economic growth scenarios:
one based on historical trends, one on noderate aceeleration and the thlrd
on 1ncrea51ng acceleration. . o B I S O S R

. ¢
Tuiad i

54, -For the ~region.. as a whole these scenarios : give economec growth ratee
ranging from6.3% to 8% a year. It must be clearly understood that these
are not forecasts, but form part of a study whose basic.aim.is to supply
inputs for the analysis: of the problems and theclarificatipn. of certain

- .aspects related to the nature and magnltude of .the pbjectives -whigh must

be pursued by the development strategizs in relation to. the acoeleraxlon_-
of the growth rate for the next decadeu E e T E AT S S B

LR IR AL
55, The scenario based on past trends (6 3%) represents a welghted avayrage
of the historical rates of growth:in the gross domestic product recorded
by each of the Latin Ameyican counivies in.the post-war jperiod. The most
dynamic scenario (8%) has been designed to examine:first and foremost the.
requirements in terms of economic growth and transformation of production
: which would be:implied by’ the Lima-industrialization-target: 3/ and greater
absorption of the laboun force. Iam. this context the. "moderate .aeceleration”
scenario fabls in-an 1ntermed1ate POSltlon. ‘This is- thenscenerlo which dis
studied below L RS PR e e el wﬁﬁ,;
'“'56.. For the reglon as a whole thlS sgenario’ 1mp11es a. growth rate 1n si
the gposs product of about 7.5%.a year.- Consequently, it represents higher
growth than the.scenario based on:long-term-historical.trends, for each of
the countries considered, but as-a whole would mean relative economic growth
roughly equal to that recorded by Latin America in the first foup years,
of the present decade. However, it shouvld be emphasized that during that
period 'growth was. principally cohicentrated in two or three countries, while
the ‘scenarioc tmder:consideration relates to a more rapld growth rate in:
all the countr1es. R e L T i : . = .

3/ "Lima Declaratlon and ?lan ‘of Action on industrial development and
‘co~operation', Second General Conference of the United Nations ‘
Tndustrial Development Organizaticn, Lima, March 1975.

/57. Achievement
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57, Achievement of this growth tdrget would require a high lewvel of
dynamism in investment, and the investment ratio in relation to the product
would have to rise to over 25%;. In principle it is estimated that this =
would not represent an insurmountable obstacle, because the region has,
especially in its boom period, provided evidence of its capacity to

promote a very substantial investinent prdcess. ' Romestic saving would have
to raise appreciably if - as would be d331rable - ‘external financing was

limited to reascnable proportlons vis-a-vis investment, the product and
exports.

58, However, it should be noted that the condltlons and performances -
outlined in this scenario vary from one cowntry o another; and there are -
many cases where a more rapid growth ate calls for much greater relative
increases in investment and domestic’ saV1ng, and, accordlngly, a more
intensive effort than in other cases. It is also evident that the relative
importance of external financing compared with the levels of the product
and of investment would also be substantlally d;fférent from one country
to another.' ‘ ‘ :
59, In this growth scenario, 1ndustr1allzatlon would acquire a relatively
high level of dynamism. Its arnual growth rate would be slightly over
8.5%. This implies a much more rapid and thoroughgoing process of
1ndustr1allzatlon than in the past. It'Wwill be necessary to include new
activities with high technological conteént and major investment of capital
in the essential intermediate products and capital goods branches. In
this new stage, industrialization will have'to take place in the best
possible conditions of economic efficiency,?Sineé the achievement of this
-growth scenario calls for substantial expan51on in trade in manufactured
products ‘among ‘the countries of the vegicn, and in ‘exports to the markets
of the developed countries and other developing areas: - :

60. “The agrlcultural gsector will also have to exnand‘more rapidly. The
macro-economic projéctions ‘dvaim up ‘on ‘the basis of the historical ratios *
by coulitry ‘betwéen the product of the agricultural Sector and the gross:
domestic product indicate, for the region as a whole, an annual rate of
about 4.2%. Moré spec1f1c and detailed studies carrled out in the ‘Joint
CEPAL/FAO Division using :the methodology and technical 1nformat10n supplled
by FAO would give a similar rate of 4.3% per year, on the ‘basis of the
growth rate in the domestic product of about 7.5% and speoltlc assumptlons
concernlng external trade 1n agrch1tural pro&ucts. _ - .

6l Progect 2000 drawn uwp by FAO presents “a hormative scenario of economic
development for Latin America which implies for the region as a whole a-
growth rate in the product of 6.9% for the next decade and a rise of 4.1%-

in gross agrlcultural dutput. Naturally, this rate would be slightly higher
using an economic growth scenario with greater dynamlsm, such as the one
being considered in this document. '

62. It is not easy to indicate accurately the degree of comparability
between the projectiéns produced by theé macro-economic model and the other
two projections referred to, which vrelate to gross sectoral output. However,

/they all
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they all apgree that the (grohs) growth rate in agricultural output
-consistent with the economic development scenaric under consideration would
have to be slightly over 4% a year. -Tals implies a degree of acceleration
over the historical trends and over.the trends of the present decade, whlch,
according to naticnal accounts statistics, reflect growth of about 3.5%

a year. The FAO series -on gross output indicate slower growth: the 1978
levels of -output imply an annual cumulative rate of 2.9% compared with the
average for the three years 1969-1971. .

63, This increase in agricultural output in the region is essential to
meet the growth in domestic:demand resulting from the expected growth in
income, which would be still further intensified if targets were laid down
for the eradication of extreme poverty or.situations of indigence, and to
meet at the same time the objectives of inereasing exports of agricultural
products and reducing imports from outside the region.

o ‘ - T ,
64, Various studies provide data which demonstrate the feasibility of

more rapid growth in agricultural output. The greater dynamism would have

to be achieved through greater recourse than in the past to raising the
productivity .of the cultivated land; however, increases in area will |
continue to be an important Ffactor in raising output from this .sector.

65, - Analysis of energy requirements is a problem of special concern,
because of the major impact they have on the technological and economic
policy strategies of the development prccess. - In present circumstances

this is, as is well known, a key aspect which must even be taken.into
account in assessing the feaszibility of the scenarios themselwves, in view .
of the basic and complementary nature of energy as a factor in the production
of goods and services, to such a point that it is one of the defining '
features of the style of development in this industrial age. . .

66+« Of course, this examination would have to refer to the concrete
situations in each of the Latin American countries. In this regard.there
are few comprehensive prospective studies of a technological and economic
nature, and the overall analyses of projections which the secretarlat has
undertaken are still being prepared. Hcwever, a few. general observations
can be made to illustrate the nature and magnitude of the energy problem
in relation to Latin America% economic growth ~

67. As was explalned in the prevxous chapter, total energy consumptlon
measured in terms of the use of primary sources increased over the post-

- ‘'War- perlod at an average rate.of about £.5% a year; in other words, for . -
the region as a whole energy requirements. grew at the same rate .as the
domestic product.. Much greater growth was recorded in commercial energy
(almost 7% a year), because of the replqcement of traditional sources.

68, As a result of the increases curnently occurrlng in the real prlces
of hydrocarbons, which for the region as a whole make up more than 60% of
total energy supplies, it is to be heped that the elasticity of demand

vis-3~vis the product will tend to fall and that dellberate pollcles will

T

/ be ‘drawn



be drawn up to restrain energy consumption in specific sectors or for
specific purposes. Howevery:at the same time it is clear that the rate

of economic growth and the dynamism of the productive and technological
transformation which would accompany the.economic -development scenario
under consideration in fact implies an appreciable iucrease in the product
per person employed and a greater input of energy in line with, the familiar
technological patterns. ‘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 dodble within 10 to 12 years under the economic growth hypothe31=
of 7.5% a year.

69, In view of the uncertain prospects ahead as far as epergy supplies
are concerned, one:.may ask what conditions prevail-in -the countries of the
region in this regard which will make it possible.to meet the requirements
referred to. Only.-a few general aspects of this issue will be mentioned
here. T A : v

"70. It should be noted that the region as a whole is a net exporter of
energy to the rest of the world. However, and as was pointed out in chapter
I, the exportable balances have been declining. In recent years this
situation has been tending to change somewhat with new flows of exports,
principally from Mexico. These -studies must be updated, since there is

much uncertainty concerning the evaluations. At present-noe more than five
~countries are genuine net exporters of hydrocarbons, while: all the others
are net importers, although they suffér various degrees of extermal
dependence. . L . , a1, -

7. A wide variety of situations exist at the national level. On the
one hand, the oil-exporting coutrtries hawve strengthened-their financing.
capacity and, as their terms of trade continue to improve, their opportunities
for more rapid economic .growth will: broaden still further. .Qn the -other
hand; - the non-oll-exporting. countries face a variety of prospects. In some,
the importance ‘of external fuel supplies in relation’ to projections ef -
totalndémand, and.the size of fuel costs compared with current income in
" foreign ezchange, are relatively small. - Thein-demand for.imports of -
hydrocarbons will tend to grow at different ‘rates depending.on the ;
development of domestic production and the results of the energy. measures
and policies adopted. Their balance-of-payments problems may worsen, but
they are very unlikely to prove an insurmountable cbstacle or, - more than
other factors - hamper progress towards, the target of more rapid economic
growth. In contrast, there is another largé group.of countries of various
sizes where the degree of dependence and the relative importance- of -the
 tost of imports are much greater, and growimg. In this group there are

somany cases ‘where tlhe energy problem is becoming very important; and where

economic growth scenarios cannot be considered independently of energy
prospacts and programmes. In these countries, economy in the use of energy,
the replacement of hydrocarbons by othér conventional and non-conventiocnal
energy sources, the reduction of dependence on petroleum imports and the
expansion of exports in order to increase external purchasing power must

be regarded as inescapable cbjectives of the development strategies and

/policies. The
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policies. The need to tackle, within a .framework of regional co-operation,
the problems of the balance of payments and of access to a stable supply
of energy which are facing the céountries most .seriocusly affected by the energy
shortages was recognized by the Extraordinary Meeting of Ministers of
 OLADE (Costa Riea, 6-8 July 1979) in the "Declaration of San José": "A
" “dasting solution to the present crisis calls for immediate and continuing
efforts to increase the supply and diversify the sources of energy, and

to rationalize demand. However, because of the specific characteristics
of the sector, theSe actions can only bdear fruit in i the medium and long
term. Accordingly, it is urgently necessary to seek. machinery to guarantee
in the short term a stable supply of energy to the developing countries
Wthh at present 1mport it".u/

72;-“ "In ‘the short teﬁm, there is an- urgent need to deal Wlth the problems
arising from the serious balance-of-payments situation being experienced
by some oil-importing countries of the region. However,.this should not
mean ignoring long-term programmes to attack the structural roots of the
present situation, ba51cally poor progress in the exploitation of loecal
energy sources both in relatively less developed countpies and in countries
-at an 1nterned1ate levels."sf : : _ : Le .

73. - This growth scenarlo 1np11es a substantlal sectorai and technologlcal
transformatioen of the economies of the Latin American countries. The
share:of the agricultural sector would fall appreciably, while that of the
‘manufacturing sector would vise. The dynamism of this process and the
levels of the indexes of the sectoral breakdown of the product would vary
between cowntries, and they would continue to record substantial differences
in degrees of development over the next 20 years.

74, ThlS scenario "is also characterlzed by a sharp 1ncrease <in the product
per perscn employed, which indicates the strong procesy of technological.
transformation which would spread through the national economies. This.
‘aspect applies to almost all the wvarious groups of countries.. It is-more
intense in- the ‘manufacturing sector conpared with - the-agricultural sector
and the economy as a whole. -ThiSfdisparity in the growth of produyctivity
between &nd within the economic sectors raises serious problems which will
have to be taken into account when a pollcy is formulated to improve the
dlstrlbutlon of income. - . ‘ ..

-75. The greater dynamlsm-of the 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 as a whole, would actually .
correspond to the increase -in the economically active population. At the
same time, this would not solve: the protlem of unemployment in a relatively
short period, because'of the extent of wunderemployment and open unemployment.

c s

4/ - Paragraph 6 of the. Declaration of San José.
5/  Paragraph 19 of the Declaration of San Jos§.. =

* /Nevertheless, improved
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Nevertheless, improved levels of productivity and income would be promoted
for that segment of the population. The structure of employment would
have to undergo substantlal changes, not only as regards its sectoral :
distribution, but also as regards ‘its breakdown in. terms of the nature

of the occupations” and their degree of skill. This raises the question

of the training needs of the economlcally active populatlon, which must’
also be exammned ‘ . S _

(b) Igport_requirgment§

76, 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 product. This occurred in the context of structural changes in

the direction of more open relations with foreign countries, a diversification
of exports, pgreater 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,. partlcularly 1n the more important countrles of the reglon.

77. These prospective studles examine the p0531b1e future trend of lmports
in the context of a dynamic process of growth, taking into account various
factors concerning the characteristics of this.process, especially its
relations with the" product and investment. This analysis shows that the
import requlrements would tend to grow for almost all the countries, and .
for the reg;on as' a whole, slightly faster than the domestic product. Thus
in the scenario under consideration imports would grow at a rate of 8.0%
per year over the next ‘decade. In this way the value ‘of imports of goods.
and services around 1990 at constant 1975 prices would be 2.6 times higher
than the average recorded in recent years (1976- 1978) The predominance .

of intermediate products and capltal goods would continue, and the greatest
relative increase would occur in imports of capital- goods.

(e) EXPQrt requirements and the balance—ofhpayments problem

78. . It is clear, therefore, that the extermal purchasing power of the
Latin American coumtries will have to grow much more than in the past in
order to satisfy this demand for imports of goods and services., This
growth will depend on three principal sources: (i) volume and diversification
- of exports; (ii) evolution of the terms of trade; and (iii) posszble extent
of external investment and fznanc1ng. Thus, for example, if it is assumed
that the terms of trade will remain at their 1976 levels, and that the
ratio between net external financing - equivalent 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 recorded by the countries
during the present decade, then for the regicn as a whoié reverine from
exports of goods and services should increase at a rate ‘similar to that of
imports: 8% annually during the coming decade; while net external financing
 will represent an average 2.8% of the gross domestic product, and about
one=fifth of exports by 1990 Obviously, export needs will be lower if

J/there is
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there. is. more net external financing, which would be the case if the terms
of trade improved. It has therefore been salculated that the required
exports of goods and services will grow at.7% per year; if net external -
financing increases still further éuring the coming decade to reach 4.4%

of the gross domestic product by 1999.. . This ¢oefficient will be even higher
in the following decade- if epports con<inue to grow at the same rate.. Thus,
servicing and profits of foreign debt and investment would tend.to. reach
very high levels with respect to current export earnlngs, leading to
situations which it would be difficult to manage.in practice; this would
also imply a structure of economic growth in whiéh the doméstic saving
coefficient would tend to decline as economic: growth accelerated. Naturally,
.this structure could improve. =pprec1ab_y with favourable changes.in #he -
terms and condltlons of the iransfer of real. ‘resources to the developlng
countries. In:any.event, 1¢ is clear that the gnowth of exports.and the
1mprovement of the terms of trade are basic factors in. thlS economlc growth
scenario. U T S . C e C

D79, ThlS ralses the ppablem of examlnlng tﬁe prO]ectlons of external

cdemand to satisfy Latin Amanlca s export needs and the: nature and scope

of the structural changes which should be encouraged. in, the international
order so as to boost the growth of the trade of the developlng countries.

- There are various. prOJegt;ons according. o the different hypotheses concerning
‘world economic growth and ir partlcular ?he growth rate .of the industrial
countries.. .. LN _ e R
BO.. The sqcretariatgtoo“has,studied,this guestion, and its basic global
. findings are broadly in:agreement with other projections if the comparisons
are made in similar. conditions. . One stwly, essentially based on historical
trends, has the following pegults:  if world trade grows im the coming decade
at rates of 7% or slightly mcre, and the region follows: past trends, the:
growth rates of exports:will also be.simllar to those in the past, around

5% per year.: Thialimplies_a-continuing:declinaain,thejnegion's.share;in

the trade of primary commodities and fuels, while manufactured products
increase at a rate similar to that of world trade (B to a% annually) 6/

81, As was p01nted out above however, in fhe course of the present decade
the Latin American countries. have_made great efforts to change past trends
by means of deliberate policies to promoie and diversify exports; and trends
have. undergone a number of important changes. It ds interesting to note
that in the last three years.(1977-1979) Latin American exports, excludlng
Venezuels, grew at an annual rate of nearly lOa. "

6/ _The quantltatlve prospectlve stugles prepared by the Department of

International Economic and Social:fffairs (DIESA) at Headquarters on
the basis. of trends in a more recert period, in the highest growth

.. variant {4) projects an annual growth rate of §.7% for Latin American
and Caribbean exports of goods and; services. . The World Bank, in its

;. World Development.Report, 1879, putlishes the results of three. projectiom

- of the growth of the world ecpnory curing. the coming decade, defined as
"base",."high" and "low", respectively. In the base projection; world
trade in. goods grows by 6% and expcrts of the developing cquntries by
6.5%; in the high variant, these figures are 7.3% and 7.6%, respectively.
' It should be noted that the growth rates of the gross domestic product
of the industrialized countries are 4.2% and 4.9% respectively.

/82, The
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82. -The projections thus reflect a great difference between the growth
rates of exports and those of imports, leadlng to 4 large and increasing
deficit in the trade balance. However, it is necessary to recall what

was said earlier about the fact that these results stem from projecting
the slow growth rate of primary exports and thelr declining share of world
trade; the trends of fuel exports, which may now change consxderably with .
Mexico's new position as an oil expor-ter', and past trends in Latin Amemca 8
share of manufacturing exports. Thzs structural pictwre will necessarily .
change in line with the larger size and alteved condltlons of productlon
and supply of the Latin American economies, as assumed in the scenario
under cons;deratlon, -and with the struétural changes: which must be -
encouraged in the world economy with a view to the establishment of a new
international economic order. :

83. A number of quantltatlve studies have been made of the pOSSlbllltleS
and policies for reduc1ng,th13 potentlal trade account deficit, and of
its effects on the economic growth rate. It is qulte clear that extermal
financing cannot be. the main means of covering this defieit, which is
aggravated by the outflows stemmlng fromprofits and servic1ng of foreign
investment and debt.  This would not be viable because of the size of the
deficit, and would not be sen51ble because of the reasons given above

in connexion with the significance of the deficit and the- adverse effect
on domestic saving of a policy of that klnd.. - - .

84. Broadly speaking, the complementary global aspects which should be
taken into account are: (i) the growth and diversification of exports
surpassing the results of the trend projections;('4i) the improvement of.
the terms of trade; {(iii) the p0551b111t1es of holding down imports below
projected levels; and (iy) the use of more external flnanc1ng than is
proposed in the. prospectlve studles._” o

85, The growth of exports should be consmdered from" the standp01nt of
composition and markets., With regard to the growth rate and Structure,

it was pointed out in chapter I that during the present decade the process

of diversification of exports underway since the end of the past decade

had been stepped up, and that this had occurred in the case of primary
commodities and thanks to higher exports of manufactured goods. Nevertheless,
for the region as a whole exports of manufactures only represented about

- 20% of the total, and are concentrated in the large and some medium-sized
countries. Naturally, this export structure should change in favour of

a higher share of manufactures, 1nclud1ng branches with more advanced
technology content, all of which should be in kéeplng with the transformation
of production and technology which accompanies the eccnomic development
process, and with a development strategy aimed at maintaining a certain
degree of external openness in.order to favour the most efficient allocation
of resowrces and the. growth of productivity.  The same reasoning, particularly
in relation to resource endowment, applles to the greater growth which

should be achieved in exports of prlmary commodities with an increasing

degree of processing; and in this case there is also the fact that these
branches account for a large part of total exports of the reglon, partlcularly
in the medium and small countrles.

/86. The
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86., The substantial increase required in Latin: Amerizan exports for the
coming decade should therefore include the veirious branches of primary. -
commodities with a hlgher degree of processihg, new export flows and.
the. growth and diversification of manufectures, which.are the fastest
_Agrow1ng international trade flows. It Iis well knoﬂn that Latin Amerlca,s
share in the world trade in prlmavy commodities’ has been declining. These
qQuantitative studles sshow that if the region maintained a specific share’
of that world tradé and were allowed access ‘to the markets of the industrial
countrles, this would sufflce to permlt its exports as' a whole to increase
at a 81gn1f1cantly hlgher ‘Pate thatt in the past. - In.any event, manufactures
should become the most dynamic Latin American export flows. '
B87.. .In recent years, about two-thirds of the value of total Latln Amerlcan
exports was. absorbed by the developed countrles, -d% opposed to.a little
.under 20% by the Latin American countries themselvesy a little under 10%
by the SOCJdllSt countries and u% by ‘the other developing areas. In these
circumstances, 1t is obv;ous that the achievement of the export targets
requ1red by the economic growth of the region will depend heavily, especially
in the first stages, on thelr access ‘ané 1ncreased flows to the.industrial
countries which currently absorb such a high proportion of them, as indicated
above. In turn this will depend on the growth of - those countries’'.external
demand, and in particular on'delibérate polifies aimed at removing the -
notorious restrictions of all kinds which limit access to their markets,
and on policies to restructure their dotestic economic activity and bring
about the basic conditlons for'a new, e:pandlng place for the developlng
countries in the world etonomy.r y :

88. ‘These studles also show ‘very dlearly that despite the positive results
which may be achieved in increasing and diversifying exports to the
developed countrles, the growth of 1ntrc-reglonal trade also appears to be
a necessary conditicn for acceleratlng the ‘development  of the Latin American
‘countries. This trade has been _growing faster than trade with the rest

of the world. . At the beg1nn1ng ‘of the past decade, exports to the region
represented only 8% of the total, as ageinst 17% today,7/ furthermore, the
.. composition of these flows of exports of goods is different from that of
trade with the rest of the’ world, since they predominantly consist of new

. branches of 1ntermed1ate manufactures ard capltal goods, : :

89., . It is likewise clear that growth of trade with the soc1allst countries
.. and other developlng areas should be ancthe? complementary objective in
order to make use of the enormous potential of those areas.’ Be31des,

these objectives are 1nc1uded if natlonel pOllCleS and CEPAL is carrylng
.out basic studies in this fleld co . ,

' 90.-_ The fluctuations and deterloratlon of the: external terms of trade
have major effects - favourable and unfevourable ~ on the results of the
balance of payments and the course of itvestment and real 1ncome in the

7/ These figures do not include the countries and territories of,tbe
- -Caribbean, with the exception of Haiti and the Dominican Republic.

/Latin American
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Latin American countries. These prospective studies assume constant terms
of trade at the 1976 level. Chapter I contains an account of the relative
position of the indexes during this decade. It should be added that the
terms of trade tended to improve in 1977 with respect to 1976, but worsened
in 1978 and 1979, The outlook for the terms of trade .is far from encouraging
-.partlcularly in the short and medium run, due to the increasing cost of
imports from the industrial éowrtries, the hlgher prlce of fuels and the
instability and uncertainty regarding the prices of primary commodities.

In the extent that the terms of trade deteriorate, the balance-of-payments
problems will also:worsen: Hence the crucial importance attached by

Latin America and the developing.countries to achieving stable real prices
for commodities at remuneratlve levels in 1nternatlonal markets.

91. The model of. these economi.c development scenarlos assumes that 1mports
will grow relatively .faster than the domestic product. The product-elasticity
of the projected imports is lower than was actually the case in the first
years of the present decade; however, the models present a relatively open
growth structure in comparison with what occurred in past decades when the
import substitution model prevailed.

92. The question which arises with regard to the potential deficit under
consideration is whether it would not be possible to secure the proposed
economic growth with an import elasticity less than that resulting from these
studies. This is a crucial question at a time of growing protectionism

and resistence on the part of the developed countries to the idea of adopting
effective measures to expand trade with the developing areas in the framework
of the restructuring of the world economy., While it would be impossgible

to give an exact technical answer on the basis of the global analysis under
consideration, some general remarks should be made on this point. In the
first place, there are a number of reasons for believing that within the
framework of the prevailing style of development, the import elasticity
resulting from the quantitative studies may be considered reasonable from
the standpoint of a given structure of economic efficiency. However,
another relatively less open growth structure could be imagined, which
would involve a somewhat lower import coefficient, along these

lines it might be considered that at least the large and some medium-sized
countries are in a better position than in the past, due to the industrial
capacity they have acquired and their larger domestic markets, to advance
in the substitution of imports of essential intermediate goods and of
capital goods, and thus achieve an overall relative contraction of their
import needs.

93. The experience of the last four years of the contraction and slow
growth of imports could be taken as an indication of their Yexcessive"
growth in earlier years and of the feasibility of holding dewn the import
coefficient at least in the next stage of economic development. Obviously,
however, the experience of this period is relatively short, and has been
marked by special situations, and thevefore does not warrant drawing
conclusions about the longer term results of that kind of policy. In
addition, a policy of this kind should unquestionably be considered in the
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context of the growth of intra-regional trade, since this would favour
a more efficient solution than a contractlon o* the 1mport coeff1c1ent
-at the ‘national- level.

94, Finally, this discussion of the possible réduction of imports below
the projected levels ‘alsé calls for'a mention of the effects: of essential
changes in the development strategies leading to income redistribution and
social policies very different from thosz which cirrently prevall It is
usually believed ‘that in such situations import needs could 'decline in
relation -to specific global economic grodfh rates. This would undoubtedly
be the résult of substantial changes in development and Iife styles.
Further: study should be made of this point'in relation to concreté situations,
because it may dlso bé supposed that development strategies dlfferlng from
the prevailing ones would mainly lead to major- changes in the composition
of imports and their social destination, rather than in their total volume.

/I1T. GOALS"
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ITTI. GOALS AND OBJECTIVES OF LATIN AMERICAN HEVELOPMENT
_ARD THE NEW IDS

1. The preliminary outline of the new Strétegy'énd‘the
need to incorporate regicnal machlnery for 1ts
: ' implementation -~ |

(a) The prellmlnary ourline of the new Stratqu

95. Resolution 33/193 provides- that as far as 1ts conceptual content
" is conicerned, the new Strategy ''should be formulated within the framework
~of the New International_Ebonomic-Order"; and -indicates the fundamental
objectives the Strategy should pursue, at the world level and at.the levels
of international economic co-operation, co-operation among developing
countries, and the economlc and social development of the developlng
countries.- - -

96. Although agreement has not yet been reached on the outllne ‘of the
Strategy and both the formal and conceptual -aspects are the subject of
intensive discussiéns and negotiations of a:technical énd political nature,
the follow1ng prellmlnary‘outllne may be taken as:ia guide:

I. Preamble ¢
II. Goals and objectlves - B
III. Policy measires ' ' C o I
IV. Machinéry for the 1mplementat10n of the Strategy .
V. Review and appraisal of Ob]ectlves and pollcy measures
VI. Moblllzatlon of publlc oplnlon. - : - :

g97. At its last meeting the Preparatory Commlttee dlscussedfa prellmlnary
outline of ‘the preamble in which important conceptual aspects of the new
Strategy have yet to be approved. It is not easy to establish & -clear
_criterion for deciding what goals and objectives should be included in
"section II without partlally repeatlng the proposals which might be
considered in section III on policy measures and instituticnal reforms.
‘"These dlfflcultles arise above all when the cbjectives are more qualitative
in wordlng. This document will.suggest a pragmatic solution, taking as a
reference experience with the Strategy for the present decade and- the
provisions of resolutlon 33/193. . :

a8. Sectlon IV is proposed for the con31derat10n of three bas;e 1nstruments
for the 1mp1ementat10n of the Strategy, namely (i) regional programmes of
action for the implementation of:‘the Strategy; (ii) the negotiations which
have been proposed under ‘the auspices of the United Nations, the specialized
agencies and other bodies and (iii) national developwent plans or programmes.
Section V would deal with the machinery which will be established for the
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periodic review and appraisal of the objectives and policy measures; this
is a subject which will have to be examined in the light of experience

in the present decade, in order to ensure the greatest possible practical
efficiency Finally, it is Ffelt that the mobilization of public opinion
is also of the greatest 1mpootance and should be highlighted in a special
chapter.-- ‘ :%“'{ . ,

99, This document will deal;@ith_théftargets and objectives from the
Latin American standpoint, and make a number of suggestions about new.
aspects of the implementation'referréd t5 in'section ITII. It begins with
this section, since the ideas put Forward have implications for all the
othen, issues, and particulaply the 1dent1f1cat10n and fbrmulatlon of the
,targets and objectlves. - ' : . ¥
.(b) : Three basie mechanlsms for the 1nstrumentat10n and 1mplementat10n
" . of the Strategy - ~

100, The interesting question has been raised of the consideration which
should be given in the new IDS to the specific aspects and issues of

the regions and countries, above all in relation to social. development,
regional co-operation; co-operation between different developing countries
or areas, mobilization of national resoupces, reglonal or subregional
‘infrastructure plans and problems linked with the protectlon of the
enviromment. This is particularly important bearing in mind that the
present Strategy was rightly criticized for the global nature of its
targets and objectives and generalized proposals and pelicies. As a
result, many aspects of it are very difficult to 1mplement and in many
cases it fails to provide adequate reference points fbr carrying out

the periodic review and appraisal of its 1mp1ementat10n, due to the-
varlety of situations and perspectives’ exlstlng in the countries and
regions of the developing world. : s

101. A practical solution, -and one which would represent a considerabile:
step forward:in comparison with the presant Strategy, would be that once
the .new Strategy has been approved by <hz General Assembly the regional
economic commissions should prepare regisnal programmes of action to
1mplement it in their region. Thus the regional economic commissions,
.working at the level of their governmental bodies, could expand the general
proposals and make them more specific, taklng 1nto account the particular
-conditions. and the priorities of each region, partlcularly as concerns
national development policies, objectives and basic targets, regional

co-operation and co-operation with other developing areas, and other
issues considered worthy of inclusion. The regional economic commissions
could also consider ma]or reglonal or su:reglonal prOJects. W

102, In this comnex1on, it is very impoctant to vecall the attitude of
the Committee for Development Planning a3 set forth in paragraph 117 of
the report at it fifteenth meeting (Marca-April 1979) which states that
"the adoption of an Internmational Develorment Strategy for the Third

United Nations Development Decade by the General Assembly in 1380 should

/not be
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not be an isolated act. Rather, it should be followed by a continuing
evolution of regional and subregional strategies to elaborate more specific
goals and measures of policy in relation to regional needs and circumstances.
The dialogues conducted among governments for this purpose in regional and
subregional forums should pave the.way for enhanced economic and technical
co-operation among members of the relevant regional or subregional’ bodies.
The intergovernmental forums of the United Nations regional commissions
are already available for this purpose.. They should serve as one of the’
main instruments for designing and implementing regional and subregional
programmes of action, thereby enhancing the operational content of ‘the
Third Development Decade".g/' .The Committee -for: Development Planning also
stresses the need to select a limited number of major reglonal and subregional
projects, wzth the partlclpatlon of the reglonal economic. comm1551ons.
103. For its part CEPAL has already taken dec1smons on thls questlon at
its most recent session. Resolution 386 (XVIII) on the preparations and
contributions of CEPAL for the new Strategy,. formulates a number of
recommendations to governments .and entrust the secretar1at w1th various
tasks. In partlcular, fhese 1nclude° '

(a) The secretarlat should prepare a reglonal actaon programme almed
at. instrumenting the 1mplementatlon of the Strategy to be adopted by the
Leneral Assembly, T ; ‘ ; ,

-{b) CEGAN should be convened hefere the end of 1979 and during 1980 to
evaluate the progress made in the. preparatory activities for the new Strategy
carried out by the. Preparatory Commlttee, and also the work of the
secretarlat, : o L e . ey

(C)the nember'governmegts of;the.develeping“countries-of the region
should prepare plans oy programmes- which inelude the formulation of economic
and social development objectives and goals. for the next, decade,. together
with their relevant strategies and poiicies, suitably. linked with the.

: instrumentation and- implementation-of: the- Strategy as: far as the- Latln
Amerlcan countrles are coneerned, Coa e

(d) At the nlneteenth Se331on of the Commission . whlch w111 be: held
early.in 1981, a regional action programme for the instrumentation and -
implementation of the New International Development Strategy to be adopted
by the General Assembly should be considered, and the development decade

-~ for the countrles of Latin America. be proclalmed.

104, To the extent that some degree of cempatlblllty can be achleved between
-the internmational development strategy at the world level, the programme .

of action at the regional level, and the programmes or plans of governments
at-the national level, highly effective practical machinery will have- been
set uwp. It would unguestionably .be.very useful. to examine the scope of

¢

.8/ EAI9T8/87.- - . o e o
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regional Programmes of actlon and the programmes or plans to be adopted
by governments, in order to spcure thzs compatiblllty between the three
levels. T
105 ~In addition, it is sugg=sted Lbat thls chapter of the Strategy should
inelude the decisions adopteé on the pr:gramme of négotlatlons under
. consideration by the Genéral’ Assembly in accordance. with the draft resolution
of the Group of 77. In brlef there se=ns to be three important elements,
inter alia, which would serve Fdr the implementatlon of the strategy and
the formulation of it$ periodic’ rev.Lewsﬂ amely: (1) the programme of
negot1at1ons, (ii) the reglonal plans of detion prepaﬁed by the regional
economic commnissions; and (1ii} the’ nat-onal development plans or programmes.
If the new Strategy is conceived “in’this context; the technical and
polltlcal discyssions w1th1n the Genera_ Assembly could certalnly be
simplified and’ advanced ,ﬁq : o o
2, Preliﬁiﬁary'stgteméntféf goals and objectives of the new
Strategy 'In relation to Latin American development

Lt

(a). The problem of identifying goals and.obqutives__

106, Given the interrelatioriships among thé différent ‘topics to be covered
by the IDS, it is difficult to find a clear criterion for i&éntifying what
~.should be included in the chapter on geals and Qb]ectlves as against what
should be covéred by the chapter on policy measures, ‘Thus, for example, it
may be considered that the fundamental objectlve of the IDS is to accelerate
economic development” and increase the soeial welfare d¢f the entire Populatlon
of the developing countries and that everything else, such as investmerit, -
saving, sectoral, product;on, Foreign trade, the transfer of resources and

so forth, represents congtraints which hould be faken into accournt, -means,
"flnstrumentsa or agencies needed to achieve thls ba81c goal.h 0bv1ously, ;
proposals with’ thlS level of abstractlon would undermine the pract1ca1
usefulness of the strategy, Since it is essential to establlsh targets ‘and
objectives of different levels ov dimensions which serve a triple purpose'
indicating the scope of the transformaticn and growth to 'be achieved,
suggesting the nature of the policy measures and institytional reforms to be
introdiuced, and prov1d1ng as ooherent an outline as possible for appralslng
the progress made and evaluathg the ef-ectiveness of the pr0posed pollcY
measures.' N . .

107, The relevant section 'of the Strategy for the present decade sets forth
two classes of targets and cbjectives: (i) quantitative targets for the
developing countries as a whole regarding the growth of tHe global and" per
Caplta domestic product, agrlculturdl dutdut, manufacturlng output domestlc
saving and exports and 1mports, (ii) qualltatlve objectlves of soc1a1
development relating to the di strlbutlon of income and wealth, employment,
"education, health, nutrition, hous:mg, @ila Welfare the par'tlcipa'tlon of
young pecple and the integration of women., It thus appears that the approach
_adopted was to consider only targets and objectives relating to economic and
social issues which should characterize te growth and transformation sought

/for the
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for the developing countries., Other targets and objectives such as, for
example, the quantitative target for-the. transfer of resources, appear in
the magor ‘chapter on’ polloy measures, - : - : :

108, Various p0531b111t1es may . therefore be con31dered° one would be to
devote this section exclusively to quantitative targets for economic growth
and social deveélopment .objectives of the developing countries, while where
‘necessary introducing other targets-and objectives of a quantitative or
qualitative nature concerning’ other subjects in the chapter dealing with .
-policy measures, #&nother possibility would be to, choose the most important
“aspects of the strategy at the world, region and national levels and define
targets and objectives serving the thiee’purposes described in the previocus
paragraph, This is certainly the most appropriate procedure, especially in

"~ present circumstances where the Styrategy is attempting to Introduce structural
‘and institutional reforms aimed at shaping a new international economic order.
This represents a fundamental difference in- comparison .with the Strategy for
the second decade, which was. conceived as a programme of action to be carried
into practice w1th1n the framework of the existing order. =

108, In keeping with thls broader view of the 31gn1f1cance of the targets

and. objectives, and taking into account the experience of the present decade
and particularly.the. provisions of resolution 33/193, there follows: an outline
of the different areas for which- it is thought desirable to define quantitative
measures oy qualitative tavgets in the new Strategy, Six aveas are identified,
namely: (i) economic development {ii) social and human development (iii) self-
reliance and meobilization of national rpesources (iv) restructuring of . the
world economy (v) reglonal co-operatlon (v1) co-operatlon among developlng
areas and countries, : o - . .

110, The economic development targets and objectives are mainly quantitative
~and in principle concern well-known areas as described below, It is
-.suggested these should include-objectives or targets for energy, in view of

the enormous importance of this sector for the growth and structure of the

,social and economic process, This objective might refer to the various .

- aspects of production, conservation and economy and.the need to promote. new
energy sources,. ‘The possibility should be considered .of establishing
quantltarlve targets for certain aspects in the forthcomlng decade and others
in the longer term. : - : . R

111, With regard to SOClal and human development five klnds of proposals arve
suggested: (i) a global objective concerning the social end of .economic

- _‘development, and the social changes. and improvement of income distributien to

be achieved; (ii) .an .objective concerning the elimination of extreme poverty;
(iii) specific objectives for employment, nutrition, education, health and
housing; (iv) objectives for child welfare, the participation. of young people
and the- 1ntegrat10n of women; and (v) objectives for the conservation of the
environment, ‘ . .

/112, Naturally,
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112, Naturally, these are areas for which it is difficult to establish -
quantitative targets of a practical nature for the entire developing world,
given the diversity of situations and, outlooks and the large differences in
the national strategies and policies followed in thig field. The strategy
should certainly indicate the objective.cr goal to be pursued in each of these
areas and establish in general terms th: period .within which:the proposed aims
should.be attained., In many:cases, the time horizen will have'te be. longer
than the forthcoming decade in order to cover the different existing -
situations more precisely it should also he explicitly stated that in their
plans and programmes the regional econcmic commissions, in co-cperation with
.the specialized agencies and particularly the countries, should define more
precisely the content of the objectives and the ‘time-period. for achieving
them, Very broad proposals regarding objectives in this.field have been put
. .forward at regional and internaticnal conferences, and they all coincide in
. veferring to the achievement of the¢se objectives within the.fortheéoming decade
. and the-following decade., Despite their general. nature); these proposals have
. _the enormous virtue of indicating the orientation which should gulde action
to attain the essential goals of development. : =

113, . With regard to self-reliance and the mobilization of natienal ‘resources,

the following is suggested: {i) a qualitetive objective regarding cultural

- identity and the development of endogenous life-styles; (ii) the full

-mobilization of human amd material resources; :((iii) the acceleration:of

investment and capital .formation-and perhaps a-target for the domestlc

. investment g¢oefficient; (iv) the. object va of . Improv1ng productivity in the
economy, restraining consumerism.and incraasing-saving in order ‘to .promote
accumulation, which could also be expressed as a target for the savlng

coefficient or changes in this coefficient. : net T

1i4, The proposals-on targets and cbjectives in rélation.to the restructuring
of the world economy have been formulated in-order to round '¢ff the picture in
line with the proposed criterion and include in this'section most of the .
provisions of resolution 33/193 regarding objectives, Thus, in principle,
proposals are suggested on the following issues: (i) the need to restructure
the world economy in keeping with the goals described below; *(ii) the.
international trade of the developing couatries, establishing. targets. fon

. their exports and imports and cbjectives for the diversification of exports
and in relation to improving and stabilizing the real prices of commodities;
(iii) the transfer of resources to the developing countries and (iv) the
transfer of techrioclogy; another topic refsrred to .in resolution 33/183,
Cbviously, this question -and others such as transnational corporaticns and

the intermaticnal monetary system could ba dealt Wlth entlrely in the chapter
on pollcy measures. . : . o
.115. Reglonal co—operatlon and CO—OPEP&TLGH among developing areas and
countries should-play a very important role in the implementation of:the

new Strategy., Dynamic progress in this area will make an important -
contribution To the shaping of a new intermational economic order., As is
explained in chapter IT of this document, the expansion of Latin America's
trade and-economic co-operation in the region and with other developing areas

/is a
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is a necessary condition for more rapid econocmic development.

Resolution 33/193 emphasizes that the new IDS "should contribute to the
promotion of the objective of nati¢nal and collective self-reliance of -

the developlnb countries, specially through the promotion and support of
economic and technical co—aperatlon among_themselves", These issues Wlll
undoubtedly be considered in the section of the Stra;egy covering pollcy
measures under the Stratery, but because of their -importance and their divect
link with the regional action programmes which have been proposed, it is
considered desirable to incorporate qualitative objectives of a general nature,
without prejudice to the indication and possible establishment in the regional
plans of action of quantltatlve ‘targets, such as, for example, targets relating
to the expan81on of intra-regional or subregional trade.

(B)  Outline of targets and cbjectives

116. Concerning economic dévelopment:.. -

. (1) general objective concerning more rapid economic gﬁowth and greater
social welfare for the whole populatlon,

(ii) growth targets for the gross domestic product for the deveéloping
countries as a group: overall and per capita;

(iii) special econémié‘gbbwfh target for the reldtively less developed.
. countries;

(iv) general objeé¢tive concerning diversification and transformation of
the economies of the developing countries;

(v) target for agricultural outputy
(vi) target for manufacturing output, and -
(vii) energy objectives: production, conservation and economies, and
diversification of energy sources. Possible identification of

quantitative targets.

117. Concerning social and human deveiopment:

(i) general objective concerning social development, indicating the
~essential aims of economic growth: greater social welfare for the

entire population and its full participation in the developing

process, Improvement of the distribution. of income and wealth;

{ii) objective concerning eradication of situations of extreme poverty
and indigence;

(iii) specific objectives on employment, nutrltlon education, health
and housing; A

" /{iv) objectives
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(iv) objectives concerning the welfare of children; the participation
of voung people and the integration of women, and .
(v) objectlves concernlng the. protectlon of the env1ronment.

118, Concernlng self-rellance and moblllaatlon of natlonal resources.

(1) general qualltatlve objectlve concernlng cultural 1dent1ty and
the development of endogenous styles and ways of life; . .

B (ii) gene“al oh3ect1ve concernlng the full moblllzatlon of national
‘human and material resources as the principal b331s of support
fop endogenous growth; .

(iii) objectlves cancernirg the acceleratlon of investment and establishment
of 1nfrastrucfure, with p0551ble indication of a quantitative
target in terms of the domesti¢ investment coefficient, and

(iv) general objective concerning the raising of pPoduotivity, the
restraining of consumerism and the expan51on of saving to stimulate
accumulation, Possible establishment of a target for growth in the

- savings ratio or concernlng the magnitude it should reach by the
end of the decade, .

lthl.Concerning the restructuring of the world sconomy;

(1) pronosals of general scope concarning the need to restructure the
world economy, indicating objectives and goals, namely:,

- changes in the structure of production and raising of the share
of the developing countries -

~ reduction of differences in p2r capita income between. developed
and developing countries

- str'uctural modlf.matlon of tha trade relatlons between developed
and developing countries

- dynamism and stability of the world economy .
- guaranteeing sustained growth in the developing countries;

;-(ii) proposals concerning the extemnal trade of the developlng countries,
.covering the following aspects:

- target for the developing countries' imports .
- target for the developlng countries' exports

- general ob]ectlve ooncernlng necessary dlvers1f1catlon and
changes in the flows of exports of the developing countries

/- general
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- general objective concerning. the improvement of the real
prices of primary.commodities and their stahlllzatlon at
remunerative . levels- :

(iii) proposals concerning'fhe transfer of resources to the developing
countries:

- general objectlve concernlng the need to -achieve a. genuine
transfer of resources to; contrabute to the growth and
.transformatlon of ‘the structure of production in the developing

countries, without prejudlce to recognition of the special
51tuatlons which may arise in working towards other essential
‘aims of the populatlon ) : -

- indication of qﬁantita;iyozférgéfs; o

(iv) general chbjective concerning the transfer of technology (this
issue might be referred to,. in all its aspects, in the chapter
on policy measures). ;

120, Concerning regional co-opeféfionf

The IDS might indicate the fundamental ob]ectlves Whlch should be
achieved as regards economic co—operatlon, revztallzatlon of the regional
and subregional integration processes, multinational prOJects, expansion of
reciprocal trade, financial, scientific and technological co—operatlon. The
regional action programmes to be prepared by the regional economic commissions
would specify more pre01sely targets and objectives of 3 gqualitative and
quantltatlve nature 1n accordance w1th the spec;flc c1rcumstances of each
region, . Lo
121, Concerning oo—operation betﬁéen'dévélgped areas and countries:

In general terms the same pattern mlght be followed as that 1nd1cated
for reglonal co—operatlon.

3, Final commefits on thé'fargets of fhe‘development
" scenarios for the fortheoming decade

122, Before outlining a number of major conclusions regarding the eccnomic
development targets which can be drawn from the studies on the development
gcenarios for the forthcomlng decade, two 1mportant clarifications should
be made: (i) the purpose of the studles contained in this document is not

- to establish now the growth target to be fixed for Latin America for the
comlng decade, but rather to contribute information and .technical analysis
to the dlscu551on currently underway and very tentatively suggest some
reference points in a number of areas so as to provide orders of magnitude
or constraints for the quantitative targets and cbjectivesy and (ii) every
global target for the region as a whole or for the developing world as a

/whole in
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whole in the Strategy, is necessarily a weighted average of the widely
differing situations and cutleooks, and thus an aggregate target in principle
assumes the existence of countries or groups of countries above or below the
target.

123, Of the three economic growth scenarios studied by the secretariat the
intermediate growth scenario assuming a growth of nearly 7.5% for the region
as a whole was used for the more detailed prospective analysis in chapter II
of this document. It was felt that the -scenario could provide an illustrative
framework shedding light on the nature of the' changes and the scope of the
policiés at the natioral and internmatiomal levels needed to step up economic
development, as well as useful-technical.information for when the normative
economic growth targets are discussed, It ‘is therefore worth outlining some
aspects of the quantltatlve analysis so as to be able to appreciate the
implications of the scenario, . - .

" ¢i) The scenario represents an internsification.of the.growth and economic
and technological transformation of the economy of the -region in comparison
with trend projections which give an annual growth rate of the gross domestic
product of 6.3% for the region as a whole. It should also be borne in mind
that the growth rate assumed in the scénario:(7.5%) was actually achieved by
the region as a whole in the first four years of the present decade; and while
this ‘was true largely accounted for by only a few countries, whose present
prospects are less favourable than at.that time, it is nonetheless true that
the outlook for other countries has conszderably 1mproved

(ii) The narlonal development plans of 15 countrles of the region
prepared in the mid-1870s-set growth targets for the gross domestic product
with a simple.arithmetic. average of 7.6% annually and a weighted average
producing a growth rate of 8.8% per year.

(iii) & target growth rate of 7, ;5% seems necessary to increase employment
at the same rate as the growth of the ecoromically active population, again
for the region as awhole., This is the ovtcome of projections of the dynamic
trends currently at work in the transformcétion of. technology-and production
in the region, In other words, in these circumstances the problem of
unemployment cannot be solved within a reasonable period, given the high
rates of unemployment and underemployment of 1abour.

(iv) To achieve the growth target of this scenario for-the region as a
whole would involve a considersble effort on the part of many countries,
especially in view of the unfavourable circumstances prevailing in recent years
which have led to slower economic growth, Furthermore, as was pointed-out
in. chapter II, major structural changes must take place in the international
économy in order to allow significant growth of earnlngs of exports of goods
and serv;ces. A :

(v) On the basis of the preliminary results. of the quantitative studies
carried out by the Department of Intermational Economic and Social Affairs
(DIESA) at Headquarters, the Committee for Development Planning considers that
an average annual rate of growth of the gross domestic product for the

/developing countries
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developing countries as a whole above the 6% target and perhaps even up to-
7% is possible, provided that 4t the national and international level the
necessary policy méasures ‘ave impleménted, Although the corresponding
analysis has not beeri catried out ‘it is highly likely that the 7.5% rate for
Latin America falls near the upper limit suggested for the developing
countries as a whole.a~
124, The growth target far the Latln‘ﬂmerlcan agrlcultural sector seems

to be a little over 4% and around 4% in.value~added terms. - This would
seem to be the preliminary condlusion of the .prospective studies carried
out by CEPAL and FAO, The report of the Committee for Development Planning
contains provisional estimates of between 3,5% and 4% for the developing
countries as a whole, '

125, Manufacturing industry in the region should grow at a rate of 8,5%
according to provisional estimates, This represents a considerable
acceleration from the trend projections which give an estimated rate of 7,3%,
The Committee for Development Planning considers that an average growth rate
for industrial (including manufacturing) output of 8,5-9% per annum for ‘
developing countries as a group seems possible, It also stresses that this
would represent an important contribution towards the achievement of the
target established in the Lima Declaration, The same may be said for the
projections of Latin America, although the rates are not strictly comparable,

126, In the region as a whole it will be necessary to invest a little over
one=quarter of the gross domestic product, This proportion is similar to
what is found in the national accounts of the region as a whole in recent
years, It should be noted, however, that in many countries, especially the
medium-sized and small ones, this represents a very large increase in the
domestic 1nvestment coeff1c1ent.

127, The gross domestic saving coefficient will be about 23% of the product
for the region as a whole if the relationship between net external finamcing
and the gross domestic product recorded during this decade continues to hold
good, Here again, of course, many countries will have to make a considerable

effort to raise their saving coefficients., '

128, TImports of goods and services will grow faster than the product, For
the region as a whole an annual growth rate of a little over 8% is estimated
on the basis of provisional calculations. It is thus simple to infer that
exports of goods and services must be very dynamic. If the coefficient of
net external financing in relation to the gross domestic product recorded on
average during this decade holds good during the coming decade, exports of
goods and services will have to grow by about 8% annually, Obviocusly, this
increase will be smaller if the share of external financing increases; but
this would not be a viable solution for many countries, unless the terms and
conditions of the finamcing undergo an appreciable change. In any event,
exports of goods and services will have to grow much more than in the past.

/In this
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In this conhexion it is worth stressmg the notable upturn in the growth rate
of exports in the period 1976~1979, ‘These prospective studies clearly show
the problem of the external se-ctor' in relats.on to the accelergtionh of the
growth rate for Latin America. What is ﬁaartlcular'ly cledr ig the need to
restructure the international etonomy in‘order to broaden and diversify access
to the markets of the developed countries and expand trade with other non- -
traditional areas; and especiclly the enormous 1mpor'tanca -0f economic
co-opération and thé growth of reca.prdcdl trade within- the Latm American -
area and with other develcpmg areas ancl t_ountmes.



