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NOTE

The designations employed and the presentation of the
material in this publication do not imply the expres-
sion of any opinion whatsoever on the part of the ECLA
secretariat concerning the legal status of any country
or territory or of its authorities, or concerning the
delimitation of its frontiers,






INTRODUCTION

The Economic Commission for Latin America, at its tenth session.
(Mar del Plata, Argentina, 6 to 17 May 1963), took note of General Assembly
resolution 1785 (XVII) and Econamic and Social Council resolution 917 (XXXIV),
by virtue of which the Unlted Netlons Conference on Trade and Development
was convened.

This development was considered with the greatest interest by the
Commission, and theré was unanimous agreement that the Conference on Trade
and Development would provide Latin America with an outstanding opportunity
for bringing home to world opinion the serious nature of its trade problems,
The Commission accordingly adopted resolution 221 (X), in which it recommends
the ECLA secretariat to concentrate its efforts on the preparation of those
studies which are intended for the said Conference, with a view to seeking
ways and means of solving latin America's foreign trade problems and meeting
the requirements of its economic development. It was further recommerded
that such studies should be developed in such a way that they may provide
sufficient data to enable the latin American countries to adopt a conterted
positlon at the Conference. Iastly, the secretariat was requested to hold
a seminar on the United Nations Conference on Trade and Development, with
the co-operation of specialists appointed by the Governments of all the
Latin American countries,

In fulfilment of this request, the secretariat has prepared.the.
following report and has organized the Meeting of Latin American Govérrnment
Experts on Trade Policy which, at the kind invitation of the Government
of Brazil, is to open in Brasilia on 20 January 1964. The report will be
discussed at that meeting and consideration will be given to the view that
the latin American countrles intend to present to the Conference at Geneva,

It should be pointed out that a group of eminent Latin American
consultants have given the secretariat the benefit of their wide experlence
and have made valuable suggestions on the preparation of the present report.
The consultants had two meetlngs with members of the ECIA secretariat in
Santiago, Chile; the first, in October 1963, to discuss the basic ideas
of the report, and the second, in December of the same year, to analyse
the draft prepared by the secretariat, This broad exchange of view was the
basis’ for the final vers1on of" the document. '

The consultants inv1ted hy the secretarlat served strictly as experts
and in a personal: capacity.. The following experts took part in one or both
of these meetings: . ’ '

Eduardo Figueroa, former Minister of Finance, Chile;

Pl4cido Garcia Reynoso, Under-Secretary for Trade and Industry, Mexico;

Adalberto Krieger Vasena, former Minister of Finance, Argentinaj
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Julio Lacarte Muro, Uruguayan Ambassador to the Federal Repubhc
of Germany;

Carlos lLleras Restrepo, Senator and former Minister of Finance,
Colombia;

Marcio do Rego Monteiro, of the Planning Service of the Office of
the President, Brazilj;

Jorge Sol, former Minister of Finance, El Salvador;

Enrique Gestén Valente, Agricultural Attaché, Argentine Embassy to -
the United States of America,

The report comprises the following chapters:
I, Foreign trade and economic development of Iatin America

II, The main obstacles to an eJcpansion of Latin Americals
foreign trade

III, Future prospects and lines of action
IV. Principal background data in respect of the world trade

V. Requisites for a new structure of international trade and
ways of achieving such a structure

The first four chapters contain an analysis of the problems posed by
trade within the context of latin America's economic development, & descrip-
tion of the present structure of international trade, and other data that
-must be taken into account in attempting to formulate a trade policy,

Chapter V sets forth the conclusions derived from the study and for-
mulates suggestions for seeking solutions to Latin Americals foreign trade
problems which are dangerously restricting its economic growth. The
secretariat, in putting forward these suggestions for consideration by the
Iatin American Goverrments, is carrying out the directives it received from
them at the Conference at Mar del Plata, and trusts that its contribution
will facilitate the important task assumed by those Governments of presenting
a united front at the forthcoming Conference in Geneva,
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| “IETTER OF TRANSMITTAL FROM THE GROUP OF LATIN AMERICAN EXPERTS
WHO ACTED AS.-CONSULTANTS TO THE SEGRETARIAT IN THE DISCUSSION
OF LATIN AMERICA'S INTERNATIONAL TRADE PROBLEMS

Santiago, 17 December 1963

To the ' . .

Executive: Secretanv of ‘the

Ecennmlc Comm15810n for Latln Amerlca

Slr, ”.‘?F o :ff"f .;w:wlgiéjiéa & i ;‘.T; , ;;3::

R S D
! -

. ':"‘At its tenth sesqlon, held ‘at’ Mar del Plata, the Fconomlc Commlssion
: for Latin America requeqyed AtsT secretarlat to :give- priority to the study
of the problems that wexre té e “discussed at the United Nations Conference
on Trade and DevelopmeAx and to prepare a seminar.-at which the- Latin
American Governments cou‘d con31der thelr pOSlt;dn with respect to thbse
problems prior to the said Conference.. In compliance with this reéom- -
mandatlons, you were: kind enough ‘to- request our -co—-operation as C“HQUItBHtS,
--and thusy in the course of two séries of meeiings: held from 9 to’ I6 October
and from 9 to 17 December, we had an opportunlty of dlSLUSSIHg with the
secretariat experts, under. your able leadership; the world: tradie” 51buat10n
in general and, in particular, the effects of its evolution’in‘recent
years on our countrles’ rate of development, GCertain’ general guide-llnes
were ‘laid down, and the secretariat then proceeded to.expound-end =«
-substantiate these ideas in a draft report, to a major part ‘of ‘which we-

" " have devoted careful consideration, We are essentially -in: agreement with

the structure of this study, the economlc,analyses on.whlch-lt 15 based o
and the cbnclu51ons formulated.,‘ : : . o
There is no room for doubt as to the deterloratlon of the relatlve
position of the developlng countries within the world economy as & whole, .
and the role played in this unfortunate turn of events by:existing patterns
of foreign trade, It becomes daily more evident that the ob3ect1ves
envisaged by the General Assembly of the United Nations, when 't -described
the sixties as a- "development decade", are meeting with frustration- and o
that the inmense and increasing disparity between some.coéuntries and’ others
is defeating the inteérnational co—Operat¢on efforts made in . recent- years.
The testimony of the report is conclusive in these respects, ds far as"
they concern Latin America in particular, .and all the characteristic
features of the situation are clearly deflned,'topether‘wlth the mechanlsm
of the international phenomena to- which it .is largely due-and by which”™
it is still belng aggravated. The deterioration of the terns: ‘of trade,
the decline in the rate of development, the steadily :increasing ‘burdenr
of financial services, the conseguent contraction of external purcha31ng* '
power for.which no satisfactory cqmpensatlon can be obtained through’
mere financial operations, the distortions warping the traditional
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mechanism of external transactions, the increasing rigidity in the volume
and composition of imports, and the decrease in international. reserves,
are objectively demonstrated. In face of all this eévidence, it is easy
to understand the alarm with which various.international agencies view
the present situation and the interest displayed by distinguished writers
and statesmen in the study of formulas whereby it can be metamorphosed,

The causes that have brought about this state of affairs are of
widely differing kinds, Some relate to the very nature of Latin America's
traditional exports, to the small number of commodities they comprise,
to the limited elasticity of consumption in respect of certain items
and to over-production in other instances, But other determining factors
are constituted by serious defects in the organization of world trade;
autarkical trends and discriminatory practices whose impact on Latin America
is direct and profoundly disturbing; regulations and revenue duties
that restrict demand; shortcomings in the action of. the existing agenciess
and the inflexible application of principles whose inequitable consequences
are only nOW'beglnnlng to be generally recognized,

The outlook for the next few years, if radical and timely reforms
are not introduced, is gloomy indeed, By the end of the present decade,
the proportions of the deficit in external resources will be incompatible
not only with acceptable rates of development but even with the maintenance
of order and normality in economic and social life,

Hence it is patent that concepts and institutions must be reviewed
with an open mind, new rules and principles must be promulgated, and ..
measures that will alter the present course of events must be put 1nto o
effect. This need has already been recognized by the internalional agencies,
and thence it came aboult that the United Nations Conference cn Trade and
Development was convened., From this Conference intensive and co-ordinated
action must emanate, and the Latin American countries must call it forth
and then give it vigorous impetus, for on it will largely depend their own
future and the stabilization of the entwre world econony, .

A more efficient integratlon of international trade is clearly the
-foundation-stone for the indispensable reforms - integration with due .
regard to the special patterns created by the formation of international
commnities and associations at the level of specific economic relationships;
to the fact than an important group of countries lives. and acts under an -
economic and social system based on principles different from those
prevailing among the Western 'natioris;' and to the vast disparities in
stages and rates of development to which allusion has already been made,
The establishment of free-trade areas and common markets should not be
reflected in an intensification of trends towards self-sufficiency which
run counter to the healthy expansion of world trade and generate serious
distortions in trade flows. Similarly, it is essential to recognize the.
necessity of maintaining normal and stable economic relations between.
countries belonging to different systems, on the basis of prlnclples
and practlces that must be dlscussed w1th the requlslte frankness for
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genuine agreement to be reached, The "co-~operative coexistence™ of the
two groups -~ the countries characterigzed by a market economy, and the
centrally-planned economies ~ is of importance not only for the great
nations composing them but also for the developing countries, which will
find in this new climate positive opportunities for the expansion of
their trade,

Lastly, it is clear that a true integration of international trade
cannot fail to take account of the role such trade plays in income
distribution and in determining the immense disparities now observable,
If the growth of trade is to be steady and lasting, the external purchasing
power of the developing countries must be substantially increased, and
they must secure an equitable share in the income increment, so that
the present tremendous gap between them and the industrialized countries -
may thus be narrowed, instead of continuing to widen, as is the case
today, The perpetuation of existing eircumstances would operate as a
factor making for disintegration, with consequences too far~reach1ng to
be predicted, :

The new process must be based, in our opinion, on acceptance of
certain ideas which lie behind the recommendations formulated in the
report to which we refer. First and foremost, it can no longer be ‘
considered equitable to apply the same standards and regulations.to countries
at different stages of development and totally unlike as regards the
resources and technology at their disposal., Such uniform treatment de facto
implies inequity, unqnestionably redounds to the detriment of the weaker
party., The whole of the economic history of the last few years witness
to the truth of this assertion.

If we start from this basis, already accepted by eminent figures in
the industrial countries, we necessarily arrive at a series of conclusions
of great importance for the regulation of international trade. Thus,
for example, in the field of tariff reductions there would be no place
for the exaction of strict reciprocity. Nor could the saving clauses
established possibly be the same for countries with very limited resources
and for those possessing a vast range of instruments and media which make
it relatively easy for them to eliminate the distortions that the cross-~
currents of international relations might possibly cause in this or that
sector of their economic organization,

Another case in point is afforded by the uncondltlonal application
of the most-favoured-nation clause. The principles underlying it must
be reconsidered in the light of the preferences that the industrial countrieés
should grant to the less developed economies,

Other guiding principles for a development poliey in relation to
international trade might also be enumerated. They would include the
necessity of adopting measures which will facilitate the diversification
of exports and the access of manufactured goods from the developing
countries to the areas possessing greater purchasing power; the undesir-
ability of setting up fiscal systems in the advanced countries which raise
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the prices of goods from the developing countries and consequently
restrict consumption of such products; the inadmissibility of practices
which, for the sake of protecting some developing countries, do manifest
harm to others; the urgent need for the centrally-planned economies to -
adjust the principles of their economic system to the requirements of a
vigorous and steady expansion of world trade; the importance of rectifying
those autarkical trends which, under new guises, have seriously distorted
the traditional conditions of trade in certain products. All these
principles, and others set forth in detail in the report, provide a basis
for the recommendations with which it concludes.

* 5 % R 3

At no tlme has it been forgotten that development cannot be achieved
through measures of international co-operation alone., Nothing whatsoever
can replace a persevering and methodical.internal effort. But the forms
it must take are well known, .and - there. is :no point in" recapltulatlng “them
here, At all events, it is obvious that the rate of investment required
for the attainment of even the modest rate of development contemplated
in resolution 1710 (XVI) of the General Assembly; concerning the United
Nations Development Decade, cannot be reached .in Latin America without a
considerable improwement in the region's.terms of trade, If ‘this -
improvement is to be adequate and sustained, substarntial reforms: mist be
introduced. Exports must be diversified to prevent cértinued dependence
on the sale of a few basic commoditles, industry must be developed on
the basis of broader markets; the geographical area of Latin America's
trade must .be ,extended; - in:short, -steps must be taken to guarantee the
region an external income less subject to fluctuations and a great deal -
higher than at present, so that it may-be able to import ‘the volumeé of -
goods and services required for a reasonable rate of development, The
attainment of these objectives is the aim of the recommendations presented
in the report. . The. suggestlon that the. industrial coiniries should accord
a general preference. to manufactured. goods from the developlng economies
embodies the idea of diversification, while the proposals relatlng to the
closer integration of world trade are designed to open up’ new markets.

But we should be the victims of deliberate selfedeceptlon if we

" tried to blink the fact that only over the long term cdild these and other
~measures have an appreciable effect on the composition-and value-of

Latin America's exports. Consequently, if a standstill 'in® development

is to be averted, it is essential to act at once with respect to tradi-
tional exports. This implies basic reforms in certain aspects of the
.economic policy of the industrial countries, and, in some 1nstances, ;
concerted international action to offset the harmful repercu351ons of
consumption or supply trends in respect of certain products.

In different ways and on different occasiomns,. attention has already

h"been drawn fo the pressing need to eliminate tariff duties on tropical
products, as well as - within reasonable time limits - internal taxes-

* /on consumption
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on consumption of these commodities, and to abolish the various types of
preferences at present extended in favour of specific developing countries,
often as a guid pro quo for other preferences granted to industrial
‘countries. Such measures, whose equity and desirability are obvious,

are clearly and judiciously formulated in the recommendations presented

in the report, On the one hand, taxes restricting the volume of consumption
must be lifted in the interests of all producer countries, especially as
they generally affect items which are in plentiful supply, and production
of which cannot easily be replaced by other lines. Moreover, it does -

not seem natural that certain producers should enjoy protection at the
direct expense of other developing countries, Discriminatory preferences
of this kind have long been the object of criticism and even the Havana .
Charter already sought to reduce them to a minimum with a view to their
subsequent elimination, Paradox1cally, today they are more numerous

than ever, despite the provisions of the General Agreement on Tariffs

and Trade, which is based on the same underlying principles as the Charter.

.~ - We sincerely belive that the recommendations of the repért on these
points’ would lead to p051t1vely beneficial results for all the developing
countries;’ Clearly, moreover, the great industrial countries are in

a position to apply, as means of promoting the development of areas
associated with them, measures different from those whose discriminatory
character renders them inadmissible for latin America,

The low elasticity of consumption of troplcal products -~ attributable
to various causes -~ and the limited mobility of the factors of production
have conduced, as has been pointed out, to disequilibria in the markets
for certain commodities and to a serious deterioration of the terms of
trade, Similar situations seem to be developing in respect of other
items from the same source, They must be tackled by means of concerted
international action on the part of producers and consumers to remedy
the deterloratlon in question, sinece it is unfair that countries with
a high per capita income should take advantage of the decline in relative
prices in ways that are detrimental to the development of the producer
countries, In planning such action, allowance will of course have to
be made for the peculiar features of the market for each product, the
elasticity of consumption, the problem of possible substitution processes,
which may involve a prolonged period of over-production, and other
factors. But, as a general rule, the commodity agreements already in
force and those that may be concluded in the future should alike. be
administered with the essential aim of remedying the deterioration of
the terms of trade and thus giving producer countries the time and the
resources they must have if they are to make the necessary readjustments
and diversify their exports, These readjustments and this diversification
could hardly be put into effect in an atmosphere of economic crisis,
characterized by a strong contraction in external purchasing power,

/The situation
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The situation of the developing countries whose external trade
economy is mainly dependent upon temperate-zone products has been given
Special consideration in the report. The problems arising in this
connexion are primarily linked to the pnotectlonlst practices:that the
industrial countries have e stablished in favour of their agrlcultural
. production, through tariffs, subsidies and other-media, as well as to

e surplus disposal programmes they apply.. These factors have already

determined major distortions in world trade, and it is impossible to

view w1thout Jqisgiving-the spread and. :cansoXidation of trends so serlously

pregudlclal ‘to the developlng countries, - In ‘this connexion, what was:

: . said of the situation 6f tropical products" still holds good: a well- ;
ordered economic deveIOpment effort is not-even conceivable in the

4 ammosphere of crisis meintained and. dally inten31fied by autarkical °

practices that encourage: ‘anti-economic- productlon and prov1de a ba31s

for unfalr competation in 1nternatlonal markets.“ :2_4‘: -

The recommendatlons contalned.mn the report do not overlook the .
existence of .certain situations that affect" employment and ‘jncome levels
among the rural.population in industrial countfies. 'On the contrary, they
take these ;nto account, and seek’ equltable formulas whereby they can be
reconciled with the ba51c interests of the developlng,countrmes. . Buby
since it is nowadays fully recognized that current international. trade ‘
conditions are severely handicapping.development in vast areas’of the’
world, the more-affluent countriés cannot reasbnably object to the 1dea
of tackilng their rural population problems by methods that would nof-
haﬂe the distorting effect of those applied today.,

The contrast between the food surpluses in sone parts ef the”world
and in others the.chroniec shortage ‘of ‘food and the under—consumptlon '
mainly imputable to the low income levels of ‘mary developing .countries™ *
is a problem that. still subsists, despite all thé efforts made in: Pecent”
times to secure a more rational distribution of’ foodstuffs, Unquestlonably,
the forthcoming conference should review the ex1st1ng mechanlsms and make .
a stand against this basic anomaly which is still issuing-its . challenge
to human imagination and inventiveness and puttlng the’ prlnclnlas Qf
economic. theory to the test, : ,

‘ The report 1ncludes important recommendatlons on several other L o
subjects' problems relating to mining products; encourugement of the'
processing of basic commodities in their countries of origing ;relations =~ .
among the developing areas; compensatory financing; ' and the onganlzation
that. should promote the new intérnational trade policy. Thls last: point -
is clearly of transcendéntal importance, World trade can only be better
integrated-and adjusted to the needs of cevelopment by ‘means.of .a prolonged‘
effort which must be .made through flex:Lble9 dyniamic agencies endowed °
with their own média for attaining the ends. ‘pursued, We fully. acknowledge
what has been achleved so: far by the exlstlﬂg :nstltutlons, and the .-
relative value of the plans that have been drawm up to remedy the most * "=~
striking defects observable in the operation of-international trade,
Nevertheless, it is plain that in their present form such plans are

/not calculated
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not calculated to meet the imperative demands of an age in which the
great majority of the human race is seeking access to the welfare

‘and progress at present enjoyed by only a small number of countries,
and in which the principles of international solidarity and common
security are clamouring for new patterns of international co-operation
that will be fairer and more effective than those prevailing today.

We believe that the report of the Economic Commission for Latin
America will provide the countries of the region with a valuable
instrument for the study of the policy they are to pursue at the United
Nations Conference on Trade and Development. It is our earnest wish
that they may all rally round the standard of principles in whose
defence it is more than ever essential to present a united front.

With renewed expressions of our gratitude for your invitation to

us to collaborate in the work of the Commission on so vitally important a
matter, we have the honour to be, Sir, your obedient servants,

Eduardo Figueroa

Pldcido Garcia Reynoso

Adalberto Krieger Vasena

Julio Lacarte Muro

Carlos Lleras Restrepo

Marcio do Rego Monteiro

Jorge Sol

Enrique Gastdn Valente
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Chapter I
FOREIGN TRADE AND ECONOMIC DEVELOPMENT OF LATIN AMERICA

A. EVOLUTION OF THE EXTERNAL SECTOR AND ITS EFFECT
e - -+ -ON-ECONOMIC GROWTH

A

. .Xu"Decline of the. growth rate in Latin America &s compared
' with other areas '

The present analysis of the state of the Latin American economy
and its develomment prospects shows that there is a pressing need for
far-reaching changes in the external and internal conditions of the _
Latin American cowntries, Unless these changes are brought about, Latin
America will not be able to achieve the modest targets established by
the United Nations General Assembly under the Development Decade programme
or those set forth at the Conference of Punta del Este in 1961, Moreover,
many Latin American countries will have serious difficulty in maintaining
their per capita income levels,

In the post~war period, Latin America did not succeed in creating .
conditions conducive to sustained economic growth. Although growth rates
were satisfaetory in.the early post~war years, they declined in the fifties
and fell below the targets mentioned above (see table 1), In fact, thé  ~
annual growth rate of real per capita income slowed down, falling from.a -
rate of 4.2 per cent in the early post-war years to 1 per cent in 1955-60.
While there was a slight improvement in 1961, it fell again in the follow-
ing year to almost zero.

The already wide differences between income levels in Latin America
and the economically developed areas of the world have thus been increasing,
and the slow growth rate in Latin America compares very unfavourably with
the rapid growth in other areas,l/  The higher growth rates achieved in
other areas in the process of development show that the Latin American
economy is affected by specific limiting factors that deepen the misgivings
about the future of the region's development (see table 2?.

There is a growing conviction in Latin American government, political
and social circles, that if Latin American societies are to be set on the
right road to develomment, certain institutional, social and economic
reforms must be instituted, These reforms will permit proper use of the
region's abundant natural and humen resources through the application of
a planned economic and social policy which, by allowing efficient methods

1/ See Methodological Annex for the criteria used in dividing countries
into groupse
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Table 1

LATIN AMERICA: GROWTH RATE OF THE PRODUCT, AND OF TOTAL AND
PER CAPITA REAL INCOME, 194562

{Annual sumuletive pereentage)

Total : . A Por caplia
Year or peried ~ ———
Gross Real Gross - Real
produst inocone roduot inoome
1945-50 547 6.8 3.2 a2
1950-55 b7 : %5 2,0 1.7
1955=60 41 _ 3.6 1.3 0.8 _
1961 L 4.8, 2.6 ' 240
1962 af %1 - 3 0.3 0e3

Source: ECLA estimates based on national siéti_sticqo

o Provisionale
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Te.bia 2

ANNUAL GRO/TH RATES OF THE TOTAL AND PER CAPITA GROSS PRODUCT IN VARIOUS - T
coum'm.i;s AND AREAS OF THE \wm.n, 1950-61e/ - '

(Peroenta.ge)

— _ . roduss -
Country of area . e ' Grocs Tomertle r
] rorepsm. . S Total Per capiin

Under-developed aresas - ’i _— .,;. ) . . &é_ . B ..2_2}."'
Latin Ainérieé, R : o b5 ‘ _1."7 ’
Dévelgged a;'eﬁs v IR L o L-Z o 243 -
Austrelia ) ' 3¢9 16
Carada T - O 3) 1
EEC oowitries = “ g ‘ ‘. . 56 L e
"Eurepean sountries of the OEGD L b6 v S A

Jsjan T - 945 | 83 .
New 2ealard ST 38 . 143 .-
United States | _ L

Countries with camtrally planned eocnamies b/- ca e ' ‘
Bulgaria o | L v _ %7 P 8.9
.- Czeshoslovakia b o N & ' 6,1;
East Germary : S X L s
Bmgary, - | ' 640 5e3
Poland . . _ - 77 59
Rammta . . . -7 a2 T 8
Saviet Unien S 10,5 849

Yugoslavia Ny S 763 -

Sources: United Nations, World Esoranis Survey 1 61, 1, Yearbook of Natioral Acoowrts

Statisties 1962, Statistieal’ ‘Yearbodk - 12_6_2 and Economic Survey 1962, New York,
1963; OECD, General Statistios Bulletin, Paris, November 1962, and ECLA estimem
tes based on national s'tatiatics.
a/ For Canada, the Eurcpean countries of CECD, Latin Amerdca e.nd ’che Uhited States figures

relate to the peried 1950-61; for the developed and under~developed areas considered

ag a whole, and in goneral for the ocountries with gentrally planned eocnomi¢s, they

are for 1950-59, Fer Japan they are for 1950-60, and for Aus'traua and Nev Zealand

they are for 1950/51.1960/61, . v

b/ Net physical produst, -

-.

/and techniques



and techniques to be introduced, will effect a rapid increase in product-
ivity and enstire a more equitable,, distribution of income.

While many Latin American countrles have taken the first steps to
introduce these reforms, and some countries are already applying them,
generally speaking the- desn-ed goals are still far from being attained,

Laf-ln Amerlca's madequate ‘development and the deterioration of
its foreign trade are the main reasons for the slowing down of the growth
rate and for the danger not only that the results expected from the above~
mentioned reforms will not be achieved, but that the application of the
reforms themselves will be severely hampered,

Current international economic policy is marked by a considerable
decline in the demand for Latin American products, which can no longer
play its traditional role as a dynamic factor, and the unsatisfactory
state of Latin America's foreign trade constitutes the main bottleneck
in carrying out the region!s development plans. Consequently it is use~
ful to consider how Latin America's foreign trade has developed in relatien
to world trade,

-2, Slow expangion of Latin American foreign trade

To judge by the dollar value of exports, Latin American foreign
trade represented between 7 and 8 per cent of world trade before the
Second World War, when there was already a relative decline, since before
the Depression (1928) Latin America's share was over 9 per cent,

In the first post-war years Latin Americats share increased to 11 per
cent, but since then it has been declining and today represents only
6.5 per cent of world exports (see table 3).

There are two main reasons for this relative decline in Latin American.
exports: ithe first, of a general character, is the relative expansion of
trade in manufactures and the second, more specific, is the drop in Latin

America's supply of prmary commodltles to its traditional markets 1n the
developed areas. ' .

This decline has not been offset by- any increase in trade with other
areas (industrialized or in the course of development) except for the area
of the centra.]_'].y planned economies, where there was some increase, although
relatively small, Only in Cuba has there been an almost complete shift of
foreign trade, The combined effect of the various factors is shown in.
table 4, which gives Latin America's percentage share of the total imports
of countries in other areas,

In 1948 Latin American  exports represented 35 per cent of the total
imports of the United States, whereas they now constitute only 22 per cent,
a percentage which is also below that for the pre-war period, In the
countries of the European Economic Community Latin America's share has

/Table 3
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Teble 3
REGIONAL SHARES IN WORLD EXPORTS, 193862

(Peroentage)
| Under-developed &reas Countries
Year Developed Letin . . . ce;ci::ny rotal
ereas . Amerioa Other ’ planned -
5/ . : econoni ¢8
v/
1938 4.7 7.3 17.9 10.1 100,0
1948 \63.4-- 14 18,8 ' 6.4 1000
1952 . 64,9 | 8.8 Y 17.5 8.8 100.0
1953 | 6445 ‘. %3 16.5 9.7 _ 100,0
1954 63.9 - | --9.3 » 6.6 . | 10,1 - 100.0
1955 &4y 846 ‘ 16.V9 .10.1 ‘ 100.0
1956 65.9 | - R .-15.«8 . %9 . 1olo.~ol -
1957 669 ,7.8 | 15.1 10.'2l T
1958 65.6 7.% S 15.54.- . | 1i.3 ’ 100.0
1959 65.2 g s a3 106.0
1960 66.8 " 6.8 © 14,6 . 11,8 106.0
1961 .67.5 L s 14,3 BRI 100, 0
1962 €72 645 14,2 ’ 12,1 100.0

3

Sourees: United Nations, Statistical Yearbook 1962, op. olt., and Monthly Bulletin of
Stetistics, New York, June 1963, } L ' .
g_llt_g_: The original deta are expraessed in terms of the dollars for the respective years,
and cover world trade excluding trade between China (meinland), Mongolia, North Korea . -
and North Viet Nam, -
5/ Inocluding Cuba,
b/ Exeluding Cuba,

/declined from



declined from & or 9 per cent Lo 5. 5 per cent, There has been a similar
trend in Latin American exports to the countries of the European Free
Trade Area, as well as to Japany, in spite of its extremely high growth
rate and to the areas in the .process of development,

The countries with centrally plammed economies are the only exception
to this trend, since Latin America's share o6f their total imports has -
inereased, largely as a result of the concentration of Cuban -exports to
that area, which also partly explains Latin America's smaller share of
total Unlted States :unports (see table 4), -

Since. the ‘above a.nalysa.s of Latin Americals share of world trade
was based on current export values, 2/ the evolution of prices and
“"quantities may have affected the percentages, In fact it can be shown

. -that the reducgtion in the:share of Latin American exports was due to two

factors: (a) the fall in relative prices and unit costs of Latin American
._.products, and (b) the comparatively small expansion of the volume of

" ‘exports, The effect of ‘the first factor is studied in section B, The
.Slow growth of the volume of Latin American exports is clearly shown by
& few statistics (see figure I and table 5).

In 1962 the volume of Latin Americals exports was only 70 per cent
_ bigher than. in 1938, and if petroleum is excluded the increase amounts
to only 40 per cent, During the same period the volume of world exports

., more than doubled, and exports from the United States, Canada, and western

Europe nearly tripled, Similarly, other areas in the course of development
_-or with an economic structure similar to that of Latin America increased
their foreign trade to a much greater extent: Australia, New Zealand and

~ South Africa by 130 per. cent, and Central Africa by 150 per cent,

If the volume of Latin American exports before the Depression is taken
" as a basis of comparison, the striking fact emerges that exports from the

_ region as a whole have increased by only 30 per cent and, if petroleum is
excluded, have changed hardly at all.

Even over the past seven or eight years, when Latin American exports

.. .increased more rapidly, the rate was still lower than for other areas,

Thus Latin America appea.rs to be more or less excluded from the internal

. and external expansion of.one area of the world economy i‘rcm which in the

past it received strong stimuli to its growth,

~ ~ - . - O .- C .

2/.- -The ‘bables were ccmp:led on. the basis of thé f:.gures appear:.ng in
the customs registers of the Latin American’ countries, It is
recognized that chariges are made in the destination of -exports:

" for example, the share of some areas, such &s the centrally
planned economies, may in" fact be greater, and therefore the
share of other areas less, although the quantltata.ve differences
involved in such changes are probably small in relation ta the
figures given in the tables,

/Table 4
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Table 4
SHARE OF LATIN AMERICAN EXPORTS IN TOTAL IMPCRTS TO OTHER AREAS-:'- 1938-62

(Perc-er'rba.

Developed areas Unde:;g::ehped Comtries

Year No;-'Eh America " Western Europe o:b::lly
g ted Japan Total Latin Other planned

Stnteg CABE | EBC EFTA Total b/ smerica ref/ons ccanomtes
1938 24,4 2,6 8.2 6.4 7.0 2.4 8.3 746 4e3 1.6
1948 3541 4,8 9.4 9.6 9.8 10,9 13.6 10.8 7.5 2,8
1952 34.0, 3.7 6.7 561 - 548 8.9 11.h4 9.4 5.8 0.3
1953 3349 3.3 7.5 6.7 649 11.3 12,2 124 546 0.5
1954 el 2,9 840 548 649 13,6 11.7 10,4 6.3 1.9
1955 31.2 2,9 €49 54 6,1 10,8 10,5 1.1 5¢5 2,1
1956 3.0 3.0 7ol 549 6.4 11,0 10,7 9.0 by - 1,
1957 2949 2.5 6.5 6e2 6.2 7 104 &7  ka 11
1958 2842 3.0 6.3 . 56 5.8 8okt 948 93 bk 1.4
1959 24,2 2.9 662 542 5.6 83 91 945 L T I
1960 24,5 2.6 5.7 4,7 5.1 946 8.3 8.7 4.2 2,0
1961 22,6 3.0 53 4,5 4,8 7.1 7.7 7.1 k.3 347
1962 2,2 3.2 545 4.5 5.0 745 7.6 77 4e2 4.0

Sources: United Nations, Yearbook of Intermational Trade Statistics, 1959, vol. I, New York 1960, and
Statistical Yearbook 1962, op, cit,

2/ Latin American sales as a percentage of the fob value of totsl exports to the areas inoluded in the table,

p_/ Also includes, in addition to the countries spesified in the table, Australia, New Zealand and South
Africs,

2/ Aruba and Curaggo absorb a very high proportion of these exports;
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. INDEX OF THE QUANTUM OF WORLD EXPORTS, BY AREA, 1962

Q\Qnim of exports

1938 =200 1948 ~ 100
Developed areas i - . o 259 .29
Under~developed areas _ 170 185
Africa of . o . g X 221 ‘ .28
_North Amertca &/ . . 285 .. 150
Latin America . : . : ce e
-.Including petreleum - . 269 , ‘ 154
.Exeluding petroleum. _ <l . L] .. . 1o
Wostern Burcpe 276 345
"EEC of 334 * 588
‘wn g 227 ST
Middle East . RN . .
Including petroleum : - 39'7' = ' : 323
' Exoluding petroleum " : . 153 cow e - 200
Australia, New Zealand and South Africa C ) A U I
Central Africa g/ : C 257 . . 215
Asia Yy . 118 255

Sources: United Nations, Statistionl Yearbook 1962, opecits, Yearbook of Internationsl Trade

Statistics 1961, New York 1963, and Monthly Bulletin of Statistics,New York, July 1%63.
In a1l these sources 1950; &8 iaken as the base year.

8/ Excluding the trade of Albenia, Eest Germany, Bulgarie, North Korea, Czechoslovakia, China
(mainland), Hungary, Mongolia, Poland, Romania, Soviet Union and North Viet Name

Y Includes Australlia, Japan, Nerth America, New Zealand, South Africa and Western Buropes 4s
indicated in fogtnote s/ above, the "world® is regarded as consisting of the developed and
the under-developed arease

¢/ The African mainland plus its assoclated fslands.

4/ United States and Canadae

& Vember countries of the EEC,

£/ Member countries of the European Free Trade Assosiations

g Africs exoluding Morocco, South Africa, Algeria, Ethiopla, Lybia, the United Arab Republic,
Somalia, Sudan and Tunisiae

Y Excluding the Middle Fast but including Japene

/Figure I



Figure I

INDICES OF THE PHYSICAL VOLUME OF WORLD RXPORTS, BY REGION
(1958 = 100)
Natural scale

50
125+
~1125
100
100
75} World
________ e 125 - Western ~{75
50— —125 Furope p
100 b 7 : —150
- N 100 T -——
- S
75 T
Developed 75

l_EEC —{125

125} areas P 50 y
————— PR— / — SO - - - - / / )
100 25 - = a 100
Under-developeci\,/ 4
sl AT, 125 | / 475

1251 / 100} =TT T7 " 150
100 75 | -

Middle -1125
75|~ Africa 50 |— East ,/

= et et S 100
1251 - ~_ d_/‘/
- = e £ = 75
100 NS T rtatte ™
Middle East
North /‘/ 1251~ excluding petroleum / — 50
75} America _~_ T
. e 100 L 125
s0l— e Australia, /
126 - 751 New Zealand and 100

100 v/ 1 | Central
Latin America T Afrlca_, e
75 125¢-

South Afrlca J
/ 50| =~ 75

sl 150
e N
125 - 100
ILatin America \
100 Excluding petrﬁ/\/ 75+ Asia
BE O
oL S EYNNE ENUTE AN Tt ! luu}nuhx
1938 48 50 55 . 60 1938 48 50 55 60

Source : United Nations, Statistical Yearbook 1962, New York, 1963,
Yearbook of International Trade Statistics, 1961, New York, 1963, and
Monthly Bulletin of Statistics, New York, July 1963
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3¢ JInflexibility in the composition of Latin American exports

- Latin America as a whole has continued throughout the post-war
period to depend on exports of primary commodities in the form of food,
raw materials and petroleum, although some of these products have under—
gone changes as regards the degree of processing they undergo. 3/

The commodities concerned represent over 90 per cent of Latin
American exportsy and it is only the remaining 10 per cent that consist
of more finished products which, moreover, also consist largely of .
traditional ILatin American trade items, New lines that could lead to
diversification and a change in the structure of exports have appeared
in the last few years, but only on a relatively small scale (see table 6).

As a result of circumstantial factors Latin America entered the
world market, during the war and the immediate post~war years, as an
exporter of new products, but did not succeed in maintaining the new
export lines, * o i

Moreover, as table 7 shows, the bulk of the value of its exports is
made up of only a few commodities, since five items -~ petroleum and
petroleun products, coffee, sugar, copper and cotton - account for 62 per
cent of the total value of the region's exportse )

Some Latin American countries, such as Mexico, Peru and a few Central
American countries, succeeded in diversifying their exports and achieving
a satisfactory economic growth rate, However, this diversification was
generally in branches that were traditional lines for other Latin American
countries, 4/ In fact, as table 8 shows, it can be asserted that there was
some degree of competition between the Latin American countries themselves
for a share in supplying world demand.

4, Maintenance of Latin American foreign trade in its E

traditional. market areas

In the pre~war period 30 per cent of Latin American exports were to
the United States, 17 per cent to the United Kingdom, 30 ver cent to the
other countries of western Europe, and less than 2 per cent to Japan,
Since 6 per cent was absorbed by the Latin American countries themselves,
the share of other areas in the course of development, 5/ and of the
centrally planned economies, was thus very small,

3/  See Methodological Annex for the classification of these commodities.

4/  However, Peru and Chile have been able to introduce some néw lines in
recent years, such as fishmeal, .steel and timber productse

5/  Chiefly the Netherlands Antilles,

/Table 6



Table 6
STRUCTURE OF LATIN AMERICAN EXPORTS, 1953 AND 1960

e S aew - st ke Tlae e Coea Wl . ¥

voooe e 1953 o 1960

 Item . e Miil'I,iom;‘”' R ‘””wiudﬁs :
T " of dollars  Percentage * -of dollars Peroentage

) fob o
Total i U 7630 100,0 . 8610 100.0

PR

1. Food and rew materiels 3 980

.5 0 7810 - 90.7

(a) Food, beverages, tobaceo, ' L
oil-bearing seeds and . < T . oo N I
oils _ 4 oo 53.5 3 920 455

(6) Rav meterials . 1100 TSN 1o5 - L9 -
{o) Metal ores 290 3.8 - 515 .. - 6.0 .

S (apRieter ST E 15 . a8 2350 273

2. Menufectured products . .. 5% : 2.8 ) . 75 8.4

{a) Capital goods - b o - ’ 21 _ 0,2
(b) Basto metals. . 390 51 7 bgo 5.7
"7 (o) Constmer gaods

o L . 200 - 2.6 . 210° .25
(d) Other wanufactures - " S - ‘

3e Restdug. . - .~ . ° . 5., %2 ... I

" Sourse: QATT? Im@uoﬁé‘#‘%md 1961_, " Geneva, 1962
A_:"':' v .
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o . ‘ . Table 7 : "
'LATIN AMERICA EVOLUTION OF EXPORTS OF THE PRINCIPAL FRODUCTS, 1950-60 o
(As_percentases of the: total value of exports) a/ _”ii

Product - o 1950-51 of 195556 of - 1959-60.of
Cottee SRR 2246 “ 2240 174
Sugar o , " 96 6.8 8.1
Cotton 6.0 5.0 307
Greasy and semi~scoured wol _ R 26 22
Weat , ) " 2.9 28 1.7
Bides L . 26 L2 049
Banenas S 2.0 242 " 1.8
Ga.ca.o 107 . 106 16‘“'
Chilled end frozen meat 1.6 1.8 242
Lingeed 01l o L2 03 0e5
Malze 0.6 S X - 1.6
Quebracho 0.5 .7 Oeld 0e2
 Totel, sgriculturel products &/ 5wy T g2 L.y
Petroleun and petroleum produsts - 196 T 254 27.8
Copper _ ) T 3.3 S 5.3 5.0
Léad - . 2.3 e 0.8"
Tn o . 009 007 06
Zine 046 06 05
Iron ore I ' Oel .4 3.0
: Total, minersl produsts ¢/ . | " 25.8 346 37.7
"' Zotel, a1l produsts insluded in table . 8045 L B 7ol
-Qther produsts - L 195 L Ba2 20,6
Grand total - 0T Lo £ 1000 . ... 10040

L4

" Sourge: EClA, Economic Bulletin for latin America, Statistiocal Supplement Nose VI and VIX,:

& Caloulations based on dollars at ourrent pricese
3/ Products are given in descending order of their ghare of average latin Amarican exports for
1950~51,
o Average.
4/ T™is total covers only the products included in the table,
/Table 8
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Table 8

SHARE OF THE LATIN AMERICAN COUNTRIES IN EXPORTS OF THE
MAIN ACRICULTURAL PRODUCTS, 19%8-1951 AND 1958-60 s/

(Percentege of quantum expressed in thousands of tons §

Produet and Peroentage of total Profmc‘t and Percentage of total
exporting -~ cosporting .
sountry 194851 195860 country 194851 1948-60
Bananas . Cotton
Brasil 13,2 10,3 Braz$l 45,9 11,4
Colombia 10.1 8.7 El Salvador 009 Se7
Costa Rica 16.!‘ 11,2 Guatemala - 1.7
Eeuador 13.5 36,2 6.6
Guatemala 4.6 6.4 Hextoo 3.7 s 6'
Honduras 20.4 15.6 Nicaragua 0.7 4
Panama 1108 11.6 Pm 2‘6 0.8
Total 100,0 100,0 Peru 16,2 16,9
Toval 100.0 100.0
Sugar
Brazil | 2.1 97
C\lb& 86.3 73:1 M
Dominican Republis 6.8 10,8 Argentina 993 95.6
Pm ”.8 6.” Uruguay 007 "l’-u
Total 100, 0 100,0 Total 100.0 100.0
Coffee Hides
Brazil 6246 53.9 -
Colombia 19.1 20,9 Argentina 60,9 73.9
Costa Rioa 13 2.6 Braztil 22,0 1.5 ..
Dominican Republic 0.8 1.5 Paragusy 3.7 4.8
Ecuador | 1.2 1.6 - VUruguay 13.4 .8
El Salvador 4,2 4.8 Je .
Guatemala 3.3 4,5 Total 100.0 100.0
Haiti 1.6 1.4
Honduras 0,3 0.8
Mext 00 2.8 y5 Susbrasho
Mcaragua 1,1 1.2 Argentina 84,3 7840
Peru a2 1.2 Paraguay 15,7 22,0
Venezuela 1,6 . W Total 100.0 100,0
Total 100, 0 100.0 ° ’
Cacao Linseed oil
Brazil 59,7 57.6 Argentina 87.8 9049
Costa Rice 2.4 5.8 Uruguay 12,2 . %l
Domind can Republ‘.la 1“.8 13.5 Total 100.0 100.0
Esuador 1345 16,3 -
Venezuela 9.6 6.8 Wool
1&1‘ }"00—'.'2 M Argentim 63.7 73‘7
Meat Brazil 1,5 1,7
Argentina - 72.5 82-; Chile k0 3.5
Brazil 5.3 B 1,4
Mexi oo 5e2 w1 Peru 0.9 .
Uruguay 17.0 6.3 Uruguay 22,9 19.7
Total 100,0 100,0 Total 100.0 100,0
Sourge: ECLA, Economie Bulletin for Latin Americs, Vols. IV, N® 2, V, VI and VII (Statistical
Supplements ), '
5/ Averages,

/During the



During tﬁe war the volume of -exports -decreased considerably and
there was a change in the direction of trade. For obvious reasons, the
share going to western Europe and Japan shrank and the share of the
United States expanded, These changes, which persisted until the early
fifties, were on such a scalé that in 1952 the United Statés absorbed
about half of all Latin American exports, :

Reconstructlon in westemn Europe, and the resulting economic expansion
in .the fifties, led to an increase in Latina ‘America's exports to that area,
and thus Latin American trade has tended in recent years to return to its
pre~war pattern (see table 9). The main difference is the larger share
of exports' to. Japa.n and to “the countries- with -centrally planned economiese

5; Causes of the slow g_r_o_wt.h of Latgg Ame;;can Qc_pgrt;s

The exhemal factors that have 11m1ted the potential expans:.on of
Latin American exports -may be divided into three groups. The first are
the bas:.cally structural factors -relating to ‘the' slow growth in the demand
for primary commodities compared with the demand for manufactured goods,
because of thé dz_'t‘i’erence; in the income elastlcity of demand for the two
types of goods and the substitutions-and economies in inputs made possible
by general and technological advances, In addition there are factors :
deriving from the policy appl:.ed by the industrial countries that are the
traditional purchasers of batin Amencan products,*wl'xlrh led to a smaller ™
demand for some items, or to an increase in the production of these items
in the importing countries, The factors in the third group relate to the!
introduction on the world market of competitive goods from other areas m
the course of develo;mmt and from the industrialized countries, -~

Furthemore, the Latin American countries, ;m pursulng the:.r domest:.c
policies, failed to establish specific targets for the:diversification of = -
exports, and these policies also affected the evolution of e.xporbs of the
trad::.tlonal primary commodltles. ;

In order to evaluate Lat:.n America's prospects of improv:mg 1178 :
present position, and to determine the objectives of its internal and -
external policy in relation to the evolution of the world economy, it is
essential to ascertain the part played-by each of the foregoing factors
in the structural table o,f.‘ the world economy, N

(2) Structural factors of an economc and technolog}_cal na,ture

The smaller mcome elastic:.ty of demand for a large proportlon of .
the primary commedities, . especially foodsy; is often pointed to as explain=-
ing the marked differences between the dgve}.opnent of trade 3.n pr:mary ;
comodltles and in manufactured goods, ‘

In fact, sta.tlstlcal studies show that imports of food and .f-aw
matem.als by the industrialised countries have increased less than their
income levels, whereas mports of -fuels and manufactured goods has
tended to increase mbre, . Table 10 gives the coefficients for imports
from comtrles in the gourse of developnmt, teken as a group,

e ;1; f S . /‘l‘able 9
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Table 9
LATIN AMERICAs EXPORTS, BY AREA OF DESTINATION, 1938-62.
A {Percentage of value) & _j

Countries with

Developed areas b/. centrelly planned

Under-developed areas 3/

Year North America Western Europe o economies g/ Letin Total
. JaPE-n Total - Other Total

United i . FFRTA Soviet Fastern , ~los. » ’ .

sty TP TEELRom . O vnten Turops 103 Iy 1%
1938 H0l A2 B4 1.8 005 Wk L4 B 01 L5 16 6a 94 155  100,0
194 37:2 94 b 131 167 353 0.9 759 0.2 1.2 1.5 9.2 131 22,3  100,0
1929 85,9 W7 132 10,0 1k 299 L3 793~ 09 L0 79 105 184 12000
1951 .6 45,9 - 147 - 10.9 13.7 30,1 2.4 78.9 - 0.5 0,5 8.6 - 1043 18.9 ]}0_0.0
1352 9.7 51.5 13.0 a5 9.8 24,8 2,2 78.9 - 0.3 0.3 8.6 12,1 20,7 100,0
1953 "'703 uaaa 13.8 709 11 07 27‘1 3.2 79.6 0.1 ) 9.3 \"\9.5 9.5 10,0 19.5 100,0
195 #9.7 M50 161 6.8 10,6 289 34 7.6 08 1.0 20 90 1.3 203  100,0
1955 w'o us.s 15.6 7.0 10'9 28'7 2‘9 77‘“ 00, i 103 ; ~.2.3 : 9.6 1007 20‘3 100.0
1956 L6 4g 17,2 747 11.5 30,8 3,5 . f.0 0.3 0.9 ‘1,2 ' 2.7 RN 17.6‘ - 100,0
1957 5o B0 169 9.2 126 Ry 27 806 07 07 b 88 %1 179 00,0
1958 m.s %03 . 16-1 802 11.6 . 2906 2.6 . 79.0 0.6 1.2 2.0 9.3 9‘7 19.0 ~ 100,0
1953 ) A 46,0 17.2 805 11.'!" 30.3 3.0 . 79,,1‘ 0.5 1.3 1.8 8.6 9.9 18.5 100,0
1960 ¥2,0 k3.6 13.4 8.7 11.8 3.7 28 78,3 13 15 3.5 8.0 9.9 17,9 100,0
1961 - 37.8 3946 18.6 8.0 11.3 32,0 39 761 K0 1.6 6.5 6.6 10,7 17,2 100,0
1962 36.7 98,6 19.7 7.8 . 11,2 33.3 8.6 76‘0 l,‘,.l 2.1 X 6.7 948 1645 : +100.0

Souroes United Nations, Yearbook of Interna.tlom.l Trade Statistics 1252, Vol. I, New York, 1960; mtiatieal Yearbook 1962, op. oit., and Monthly
Bulletin of Statistics, New York, June 1963,

a/ Expressed in terms of dollars at current prices fob.

b/ Includes North Americse (United States and Ca.nade.), Western Europe (member countries of EEC, namely Belglum, Federal Republic of Germany, France,
Italy, lLuxemburg, Netherlands and the member counivies of EFTA (namely Austria, Denmark, Norway, Portugal, Sweden, Switzerland, United Kingdoem,
and the remining countries that are European members of the OECD, plus Finland and Yugoslavia), Japen, and also Australis, New Zealand, and
South Afriea,

o/ Inoludes the Soviet Union, and the countries of Eastern Europe (exoept Yugeslavia) and Asia that have centrelly planned economies,

d/ Countries not included under b/ or o/, .

e/ Arubs and Curasao absorb a very high proportion of these exportis,

__/ The over-all total is higher than the sum of the regional totals because it includes exports whose destinetion is not known,
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Table 10

COEFPICIENTS OF INCOME ELASTICITY OF DEMAND OF ITEMS IMPORTED BY THE
INDUSTRIAL COUNTRIES FROM THE DEVELOPING COUNTRIES a/

Coefficient of Inodne

Group of produsts slastiotty of demsnd

Food (seetions 0and 1 of the s11C) ! 0,76
Agriodturel rew materials and mineral ores (sections 2 and 4

of the SITC) - - 0,60

Fuels (sestions 3 of the SITC) 2,870/ (1.40)s/
Manufastured goods (sestiens 5 to 8 of the SITC) . 1,24

Source: United Nations, World economioc survey 1962, Vol. I, The developing_uomtries
' in world trade, New York, 1963
8/ These estimates were obtained bty somparing the growth of the gross produots of the

indusirial countries with the evolution of the groups of goods imported by these
cquntries from the developing ecountries during the period 195360,

b/ This coefficient, which s based on pest experience, to semo extent refleots the
effest of nonxedonomioc facters,

o/ A more realistic ceefficient, estimated by the Economic Commissicn for Europe.

/Broadly speaking
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Broadly speaking, it is undoubtedly true that as in the case of
Latin America, for a given muvket the law of demand tends to limit
exports of important traditiorsl primary cormodities, and this leads to
a structural deficit in the bslance of payments,. However, the slow
growth of Latin American’ éxporis cannot be attributed wholly to this
factor, and a detailed study of the course of develomments in the world -
economy appears to show that this factor has had less influence than
others in recent years, .. , c ' ) ' '

Two other basic factors have played a part in limiting the region's
exports, namely, the rapid development of agricultural production in the
United States and in western Europe, and the entry into the world market
of the United States and other industrialized countries, and of other
developing areas, as suppliers of products similar to thoseé traditionally
supplied by Latin America,

In addition it 'should not be overlooked that consumer prices in the
importing countries are very different from Latin American export prices,
because of the domestic policy applied in Latin America's .traditional
markets, which has.the-effeet of stimulating domestic production and: placing
considerable restriction on domestic demand, at least.for some products
The same aims are also pursued by other means (see chapter II, section B (2)).

The increase in the demand for imports in other areas of the world, -
and the resulting expansion of the trade in Latin America's traditional
products, might be one means of temporarily circumventing this structural
limitation, particularly if such areas as those comprising the centrally
planned economies were incorporated in the world trade system, or if world
demand were increased through a rise in available income in the under-
developed countriese

Another structural factor that limits the demand for commodities,
especially ores and textile fibres, is technological progress leading to
economies in the use of raw materials and of metal scrap, and the replace-
ment of natural raw materials by others, or by products of industrial arigin, &

&/ A study carried out in the United States showed that the technical
coefficient for the utilization of lead in the motor vehicle industry
(whose consumption represents about a third of the total consumption
of lead in the United States) had fallen from 7.34 tons per thousand
cars produced in 1950 to 4.26 tons in 1960, The consumption of zinc
for new building (which absorbs one~fourth of all the zinc used in the
United States) during the same period fell from 12,1 tons of zinc per
million dollars (at 1947~49 prices) to 6.8 tons (see World economic
Yrends: study of prospective production of and demand for prima
commodities, mimeographed, May 1962). In 1959 the use of scrap metal
in the United States accounted for about 40 per cent of total consump~
tion, for copper and lead; 34 per cent, for tinj 24 per cent, for zinc,
and 15 per cent for aluminium (see World economic trends, op, Cite).
Lastly, the proportion of total world consumption of textile fibres
accounted for by man-made fibres (synthetic and of chemical origin)
rose from 7,5 per cent in the pre-war period to 21 per cent in the

three-year period 1957-59 (see FAO, Agricultural commodities - Projec~

tions for 1970, Rome, 1962).
/The substitutions
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The substitutions concerned depend partly on. the prices of _the
primary commodities, and comparison of the f.o.b. and consumer pr:Lces
for certain items mgkes it clear that the policy measures a.dopted in
the consumer economies may st.lmulate this process. .

() ~ Expansion of exports of commodities from industrialized countries

. The industrial ¢owntries are increasing their share of the world
market for food, raw materials and fuels, The figures in table 11 show
that between 1953 and 1960 the value in dollars of Latin Am~:ican exports .
increased by only 12 per cent, whereas the value of exports irom the :
industrial'areas increased by 50 per cent, since Latin fmerica achieved
additionel, exports to the value. of 800 million dollars betw:sa 1953 and
1960 while ths mdustv-..,cl countries as a whole obtained an increase-to
_the value of 8,000 doliurs during the same period,

Table 12 gives f1gures for the exports of this group of commod:.tles
,'Ato the industrial cowntries, by country of origia. I/ c

. It can be seen -t.ha'h between 1953 and 1960 imports of foods, raw.
materials and fuels by the industrizl cowntries rose from 28,500 million
dollars.te 38,800 miliisn dollars, while Latin Americats share in these
imports rose fron 5,500 million dollars to 6,000 million; that is, while
imports to the industiial countries lncreased by 10,000 million dollars 3
only 500 million dollars of ‘the increase was obtained by latin Amerlca.

Gonsequem’oly Latin Americals share in the external supply of food,
raw materials and fuels to the industrial countrises fell, in this short
period, from 19 to 15 per cent, whercas the industrial countries increased
their own share of the supply of these commodities to the same area from
42 to 46 per cent, :

As table 12 shows, the value in dollars of Latin American exports to
.-.the industrial comntries  rose.by less than 10 per cent between 1953 and

A..‘l960, whereas exports of these :Ltemq from North America and western Burope

increased by something 1like 50. per cénte A similar comparison for other
areas is equally wnfdvourable to Latin .Am¢rlca_, and attention is drawn in
particular to exports from the centrally 1l anned economies, although the
base level for those countr:,es was comparatlvely low. .

The slow rate of- growth of Latin Amerlcan exports: to the industrial
countries is even more clearly demonstrated 1f the base of comparison
taken is the period prior to 1953, since in that year Latin American
sales abroad were rélatively low, and entered on a period of rapid
expansion in volume.

‘ Analysis of the share of the various areas in exports of primary
commodities leads to the conclusion that the industrialized countries
provide strong competition to the primary producing countries by placing

2/ These figures exclude metal ores that have undergone processing,
/Table 11
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Table 11

| VALUE, GEOGRAPHICAL, DISTRTBUTION AND CROWTH INDICES OF WORLD EXPORTS a/
OF PRIMARY “OMMODITIES, b/ 1953 AND 1960

1953 ' 1%0

Country or area of m1:£m Percont= MI},;W rPereent- 1560
origin deliars ege of "dollrs = age o/ (2553 = 200)
£h - fob
Industrisl areas 15 5% LR .23 200 46,6 k9
North America 6 8 177 10 og4 20,3 156
Western Euraps 8 851 2l,1 12 667 2544 1"3
EEC Iy 026 11,0 6 423 | 1249 160
EFTA 319 8.7 b og7 - 8.2 128
Other countries 4/ 1629 ER ) 2°1ly 4,3 132
Japen 225 Oub 439 049 1%
Non-industrial eress 21 090 5746 26 615 53.4 126
Iatin America 6 580 19,1 7 810 © 15,7 112
South-Bast Asia 4 670 12,7 5 810 11,7 124
Middle East 2 680 743 4 825 97 180
Austrelia, Nev Zesland
end South Africa 2 880 749 3 230 65 112
Other areas : 3 880 10,6 gl 903 127
World total af : : 36 645 100.0 o 825 10040 136

Source; GATT, Intermatioral Trade 1961, Geneve, 1362,

s/ Exoluding sountries with centrelly planned soonamiss, beocause of the lask of data for 1953,

b/ Includes food, beverages, tobaceo, oll-bearing seeds and oils; rew materianls of animel and vege=
table origin, and metalliferous ores and fuels,

8/ The total doss not always coinoide with the sum of the individual figures, either becauss of round=
ing or because the total includes exports whese destimations is not kmown,

4/ Finland, Greece, Iceland, Ireland, Spain, Turkey and Yugoslavia,

/Table 12
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Table 12

mvz, (EOGRAPHICAL DISTRIBUTION AND GROWIH INDICES OF DPORSS BY '
.. INDUSTRIAL AREAS OF PRIMARY COMMODITIES, s/ 1953 AMD 1%60 '~

1953 . 1960

Courtey. or ares of B} " Millions : . Milliens SRR 1%0
_origin of inports et Percent= of _ Peroent~" (1953 = 100)
S . ' ) dollars age b/ dollars age b/
. y £ob , : £ab
Industrial areas o }_1_;_322 S M.7° 17 520 .’i‘l?. ‘ P2
| ‘North dnerles” © ... 480 17,2 740 19,2 - 153
Western Europe - L6885 T 2w 10360 . 26.2 148
EEC - . 305 . 10 7 5108 132 . - 170
c o mm c T 2ms a8 3ms 8 U i
Other countries of . ll 365- Ca . L8 B} 7y° o i‘-‘i ( ‘127
_ Jepan s C o (300 0.8 261
Non-industrial areas - - . - 15 730° 52 ¢ 1905 - 4o 121
Letin dnertes , 555 . 14 6o 156 . 109
South-Bast Asia 2 800 968 3 255 84 16
Middle Bast © 7 180 . 65 315 81 170
Austrelis, Nov 2e8land and . _ : R S
South Africa T 2 “50 Be6 2465 .. 83 T 301
Other areas 3 085' 10,8 bogs 10,6 133
Countries with cezm-any planned T
esonamies . io. L 870 . 3 1 880 4,8 216
Al;l ereas | 2840 - 1000 3861 10050 1

*I

Source: GATT, Intemtioml Trade 1%1, Geneva, 1962,

8/ Includes foed, beverages, tobacco, oil-bearing seeds’ a.nd -ofls; raw m.temls of animal a.mi vegetable
‘ origin, and metallifercus ores end fuels,
__/ The'totgl does not always goincide with the sum of the individwal figzures, either because of rounde
ing or because the total insludes exports whose desfination is not knowm,
o/ Finlend, Greece, Iceland, Ireland, Spaih, Turkey and Yugoslavia, .
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on the world market virtually the same proportion of similar commodities,
although perhaps with some difference in the degree of processing, Thus,
in 1960 the industrial countries effected exports of the items concerned
for a total of 23,000 million dollars, as against sales of 27,000 million
dollars by the non~industrial countries (see again table 11),

Obviously the growing dominance of the industrial countries in exports
of commodities cannot be attributed to a loss of competitive capacity on the
part of the non~industrial countries, but is due rather to the policy
followed by the former as regards subsidies, financing facilities, discri-
minatory treatment and preference systems; what is more, all these policy
measures seem likely to be invoked to an increasing extent, in very important
respects, as will be seen in chapter II,

The increase in the production of primary commodites in the industrial
countries has also led to a growth of their exports of these products to
areas in the course of development, Table 13 shows that total exports of
food, raw materials and fuels from industrial areas to non-industrial
countries rose from 16,000 million dollars in 1953 to 24,000 million in
1960, whereas Latin American exports to the same area remained at an absolute
figure of 1,550 million dollars, ‘

. Thus it is understandable that, faced with a given level of demand
that increases only slowly because of various structural factors, the
process described here has led to pressure on the prices of primary
commodities, s

A study of the evolution of world exports of primary commodities in
relation to the economic and trade policies that the Latin American countries
most concerned have followed, or failed to follow, raises the question of
how far a different attitude could have changed the course of events, in
view of the measures adopted by the United States and the more advanced
countries in western Europe.

Table 14 gives the statisties on total imports of manufactured
products (capital goods, basic metals, consumer goods and other manufactured
goods) by the industrial countries., For manufactured products as a whole,8/
Latin American exports to the industrial countries increased from 500 million
dollars in 1953 to 650 million dollars in 1960, However, even though the
-base levels were very low, the percentage increase in supplies to the
industrial countries was less than in the supplies to other areas,

Only for metallic ores and fuels was there a more rapid increase in
Latin American exports in recent years, Between' 1953 and 1960 (see table 15)
Latin American fuel exports increased by 56 per cent, and achieved a growth
rate slightly higher than the corresponding world rate, Nevertheless, it
should be noted that exports from other petroleum producing areas, such as
the Middle East, increased far more.

8/  The most important item for Latin America in this group is basic
metals, which in 1960 represented about 6 per cent of the total
value of its exports,

/Table 13
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V VALUE, GEO@AP}-I"‘AL DISTRIBUTION AND GRO«?I‘H INDICES OF IMPORTS cF PRIMARY .
COMMODITIES & _/ BY NON-INDIS‘I‘RIAL COUNTRIES, 1953 4D 1960 '

32 750

1953 o
Cotintry or area:of: H11110ms Mi1lions ' 1560
" origin of imports Coof Percente of - Percent~ (1953 = 100)
e dollars’ = eged/ domrs aged/ .70 -
e et fO ’ fO > -
Industrﬁl oress w 7045 - 23870 2,2_32 | 2
Nerth dmerics” 5 595 2540 7 860 M0 1Mo
‘Western Europa 9 360 41,7 13 810 42,2 148
EEC . L5 1948 7 290 22,2 164
. EFTA 4 715. 2140 6 155 18,8 '“1‘31
""" Other ogt(’zéé_ries (74 200 069 385 1.2 193
Japan . 850 3.8 2 195 €7 25877
Non~industrisl areas m 2746 7615 2.2 1
Le¥in dmerica ™ 1520 68 : 1 570 ng’ 03
Seith-East Asta 2 535 1.3 3 000 %2 118
Middle East 750 343 1 360 - Ll 181
Austrelis, New Zealand and .. PR
South Africe = 575 246 825 245 RLS
Other areas 805 346 860 . ;26 M7
Counttries with centmlly ylanned Tl W it
economies A _1_122 ) 1.3 1270 3.9 gt
Total- imparts ' _2__2__1_;;5 o 3 L?.Qe,é 100,0 _:1_!5_6 .

Sourneo GATT, International Trade 1361, Ganeva,

a/ Includes food, bavemges, tobacco, oll-bearing seeds end oils~ v xra.terials of aninal and vagetabla{ .
origin,: and metalliferous ores end fuels, - U ST N

b/ The total does not always colneide with the sum of the fhdividusl figures, etther because of rotnds
ing or because the total inciudes exports whose destirations is nobt knom.

¢/ Finland, Greece, lceland, Ireland, Spain, Turkey and Yugeslavin,.

/Table 14
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Table 1l

VALUE, GEOGRAPHTCAL DISTRIBUTION AND GROWTH INDICES GF IMPORIS CF MANUFACTURED
" TRODUCTS &/ BY INDUSTRIAL AREAS, 1953 AND 1960

1953 ' 1960

Courrtay .or areas of Mnt:ons Percent~ Mni;ms Perocant= 1920
. origin of imports dollars ogo b/ dollars ags b/ (1953 = 100)
feb fob ,
Industrial aregs 15 815 8940 33 88 90.5 214
North. Amerdoca 5 085 28,6, 8 510 22,7 167
Western Europe 10 48o 590 23 970 6,1 229
EEC 6 035 34,0 15 635 11,8 259
EFTA 4 185 23,6 7 735 2046 184
Other oountries of 260 R 620 .7 238
Japan ' ' 250 1.4 1 hoo 347 N 560
Noneindustrial areas ' 1705 96 | 2670 2_._]_._ S Y4
Latin America’ © 500 2.8 650 1.7 130
South-East Aste T s 2.2 815 2.2 . 206
Middle Bast ' 50 0e3 ~285 . 0b 290
Austrelia, New Zealand and ‘
South Africa 230 1.3 285 0.8. 124
Other areas 530 3.0 775 2,1 146
Co\mtr.ies with centrelly planned g
- -peonemies 250 1k 875 243 350

411 areas 7 770 100,0 37 425 100,0 221

Source: GATT, Imternational Trade 1961, Geneva, 1962, .

8/ Includes capitel goods, basic metals, consumer goods and other manufactured goods.

_/ The total daes not a.lwa.ys coincide with the sum of the individual figures, either because of round-
ing or because the total includes exports whose destimations 4s not kno\m.

o/ Finland, Greece, Iceland, Ireland, Spain, Turkey and Yugoslav'a._

/Table 15
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) L Table 15 c7 ‘ _
*iVALUE, ‘GEOGRAPRICAL DISTRIBUTION AND GROWTH INDICES GF WORLD FUEL EXPORTS e/ 1953 AND 1960

DerL oo . . .- 1353 R 1960 R >"_ - » ‘f.‘
Cowitry or ares of ~ “° Millions Miliions 1960
origin ' of ' Percente of Percent- (1553 = 300)
. _dollars ege b/ . .. dollars aged/

o L el
mpiom o

nmk Aper:lcs o . © 856 __-'11..’ - 981 o 8;9 :
‘-Wﬂestem Europe - . 1799 B 2k o2 8 20,8
T O N 2 17% 163 0 1y
comm C T w6 s 2 S R 13
Other cmmhr:le.. ZS) L v 59 . o8 62 046 105
Japan ' " 9 0a1 7o o2 189

8 & &

Nowindustrielaresst - 0% - hms T g3 L gz720 701 .. 163
Latin fmeriea T cxs0 el 0 23sa .. Ak - . 1560

Southefast As@ - - - s 7. 55 7 B0 - 101
Middle Bast 1 820 M6 3640 - 330 . . 200

Australle, New Zealand.and i .

South Africa - S - 200 - 0.3 T80T Yo7 . . koo
Other ereas 1 - 830 11,2 T 1100 1040 133
Mlermse/ - - 7389 1000 - 11005 1000 = -349.- -

Source: GATT, International Trede 191, Geneve, 192 ) . .
8/ Excluding. the couniries with centml]y p]&med ecmomies, beaausa of the lack of J&ta ror 1953. -

b/ The total:does not alvays colnodds with the sum of the Individwl figures, sithar because of z-o:md--.
ing or because the total 1noludas equrts whcse destination is not krwun. : - v

s/ Finland, Greeoe, Ice]amd, Ireland, Spain, Turkey: and Yugoeslavia,

] . : .!'—-_- ----- -
' . . S : . o Rl -
-r A . - s ot - . ~. o e =
7 - 5 T
I L -
- T . N - oo ’ N .
. Lo T . . . ofFer metallic” T . _ .
- e, e - S T
~ - M .
" RN



For metallic ores (see table 16) the dollar value of world exports
(not including exports from the centrally planned sconomies) increased
by 87 per cent in 1953-60, 1/hile Latin Americals exports exceeded the
1953 figure by 80 per cent, it -barely maintained its position on world
market since its share dropped from 16,3 per cent to 15.5 per cent during
the same periods

(c) Entry of other developing areas into the world commodity market

Other developing areas have entered the worid commodity market during
the post—war period, especially as exporters of petroleum, mineral ores and
tropical agricultural products. This constitutes another factor limiting
the potential expansion of Latin American exports,

Although the rise of new exporters is, of course, due to certain
favourable natural conditions, a major part has also been played by the
policy of tariff preferences puysued by the industrial economies and by
international decisions as regayds the distribution of investment between
the various parts of the world,

Table 17 shows that in 1953-60 Latin American exports of most of the
major groups of commodities digd not expand at the same rate as those of
the non-industrial areas or thé centrally planned economies, Only exports
of fuels and metallic ores increased at a faster rate in Latin Amerieca
than in other regions, -

(d). Increase in agriculturai production in the industrial countries

The expansion of agricultural production in the United States and
western Europe, in addition to affecting the world market, has enabled
the countrieg concerned to meet more of thelr own requ.'Lrements, thus

for Latin American products.
" Table 18 gives ‘the total and per capita indices for agricultural

“arid food production in the various regions of the world. Present per

capita production of food in North America and western Europe is 16 and

21 per cent higher, respectively, than in the pre-war perdiod, whereas

for Latin America the present levels are below those for the pre-war yeéars,

These increases represent large exportable surpluses (especially in
the United States), in view of the absolute levels of production and the
relatively high income in these areas, Moreover in all these countries,
and especially in western Europe, production continues to increase,
because of the policy aimed at achieving self-sufficiency in certain
items that were traditionally imported; what is worse, these items will
affect not only the domestic markets, but a2lso the broader European Common
Market, In these circumstances there secems little prospect of any increase
in Latin American exports to Europe of temperate products (or even of some
tropical products, such as sugar).

/Table 16
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VALUE, GEOGRAPHICAL DISTRIBUTION AND GROVTH INDICES GF VORLD EXPORTS a/
OF MEPALLIFEROUS.OBES; 1953 AND 1360

L

1%3 O i%6

- cgum-}: o ér?a « - | . Mﬂ‘l);ons .- —— Mﬂ‘l;;ons Boroutn 1960
o origin ©ov - dellars |, age b/ dollars ege l_;/ (2953 = 100)
fob T feb - . .
~1[:1:11:5‘!::6&‘3.1v‘nreas . -v L ) 832 - __1!_6_& Lﬁlﬁ (556 _2_2_2
 Nowth Amsrisa . T 8T 19.5 265 . BmL 3
s Western Eurape », 46" - a3 . 682 _ s
... EEC : ‘ N 10 79 324 .. ’ 9;? 231
JEFTA - - 2% 13.3 .. 268 8a1 S U
Othor ooumtries of. 110 642 o ’z'._'7 82
Jayan. . - - ] - o ... ' -
Non-industrial aveas 945 532 U757 b 156
’ Latin Amerdics - - § " 290 1643 515 . . 15,5 178
- SoutheEast Asta 5 Wey -300 90 113
Middle Bast 7 .28 I . S 133
Austrella, New Zealand and T ’
 South Africe C “60 3al 285 8.6 s
Other ‘ar-eas' T e ---310 o 17 350 - 10,6 _- 113
211 areas s/ : ' _LZZZ S0 3322, _1_93,3 187

Scurce: GATT, International Trade 191, Geneva, 1962,

&/ Excludes the countries with cemtrally plenned eccntmies because of the lack of date fer 1953,

_l_)/ The total does not always ocoinecide with the sum of the individual figures, either because of round.
ing or because the total includes exports whose destination is not knowm,

&/ Finland, Greece, Iceland, Irelend, Spain, Turkey and Yugcslavia,

/Table 17
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Table 17
GROWTH INDICES OF WORLD EXPORTS,.BY GROUPS OF PRODUCTS AND
BY AREA, 1960
(1953 = 100)
' Countries
. Industrial Non~ Letin with
Group of products ’ . World areas industrial America centrally
planned
) . areas
economies
Total exports 162 16 128 13 190
le Food and ravw materials . ‘ane }_’i?_ _]_»_2_6_ H}_ oo
" (';;) Food, beverages, tobacco, etoe .. cer L4 110 96 Y
(b) Rew materials T e T 119 93 .
. (0) Metalliférous ores .se 222 156 178 ’ vee
) (d) Fuels LYY ] 123 163 . 156 ' oo
2. Manufactured products .es 193 in 122  ees
(a) Capita.l goods Lo 196 16,"‘ ese - ces ’
(b) Basic mefals ‘ wee 206 129 126 vos |
(c) Consumer goods and other
manufactured goods .o 187 1y 105- ees
3¢ Residue ’ .Oo; _!-9_8_ 119 lﬁ . boo' .

Source: ‘_Ggﬂ,'lntemtiﬁl Trade 1961.,‘ ?gqeya! 1962,
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Tablo 18

WORLD 5/ AND REGIONAL GROWTH INDICES OF TOTAL AND PER CAPITA
_ AGRICULTURAL AND I"OOD PRODUCTION

Xy -

T (Pna-war average = ine) 1_>[n~~ SR e
Tota.l S 5‘5‘@&1 ip&d : e R ‘yer’ ita . 'A S Pep cagita

agrieml‘turéi .. - -produstlom - -sgrioultural - .l -, food . -
: prodidtian ,‘ B - _c/ o ' ~  produotion. . ’ production

v

A B T v Ao . B . A B, A B T

Africa - Ll 128 Y ik T e - 18 102 . 105 w1 99

Esstern Burope arid ", - . , .o ;. A
Soviet Undon . .0 105 _:r  102.,. 104’ " 163 - 108 145 108 W6

FerBast g/ | idh v Wbt clwe ¢ s 8 95 o 88 g9
Latin merton - 12z . 267 . 126 . 169 % 9 o 59"
Middle Bast o 17 ey 7 166 - :;38:‘,'""', uz- 98 v
North Amerida - - 137 .. . 159 . 1 -167 1k 3 LI * TR & (4

Oseanta . - .. _ 115 0 55 Lk B e . B T 2

Western Eurape 105 143 105 3 96 . o119 S I T

A1 ereas phL} 153 P U 1 R N 1 u3

Sourse: FAD,’ ‘l‘he*“s‘tate of fn.cd -and agrioulture, 1)62, Rome, 1962.

A = 1948/49 - 195253 - + ', . R
8 = 1550/60 ~ 1961/62 : : Sl e ‘
a/ Excludes meinland Chiras ~* .. - - ., ' :
_/ In the FAQ documerrc the average i’or the period 1952/53 - 1956/57 was: taken as the. base, R
_/ Excluding coft‘ee, ‘tea., tobacco, inedib],e oil-beaz-ing seeds, mal ‘and vegeta.ble fibnea e;nd n:bber._ .
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6. @qthesm of the evolution of primary comodity exports from Ces
: Latin Anerlca and other areas

As ‘seen” from the figures in table 17, Latin America's share of the
world trade in most of its traditional export items hes been steadily”
declinings - A comodity by commodity breakdown of this trend shows that, -
in fact, the areals share.of world trade has been maintained or has
increased in only a small group of its major export items.

Figure II and table 19 indicate the share of Latin American exports
in world trads {measured by physical volume) for the principal commodities,
A comparisen of the figures since 1934-38, already a period of relative
depression for Latin America, shows that sugar, bananas, tobacco, cotton,
agaves (henequen, sisal, etc.) and zinc ore are the only products in which
Latin America has maintained or been able to increase its share of the
world markst, although for some of them its share has dropped in the past
few years,

In so far as the value of agricultural exports as a whole is concerned,
a striking indication of the changes which have taken place with respect to
the preo-war period and over the past ten years is provided in table 20,
North America and Africa have registered the sharpest increases, if the
pre-wayr period is taken as the base index, In the case of North America,
the greater relative increase in its exports is due to two factors: domestic
price policy and the special financing facilities offered by the United
States., Africals very much improved sales position may be attributed
largely to the policy of promotion and protection a.pplled by some countries
in favour of their overseas associates,

7« Difficulties hampering primary commodity trade in
non-traditional areas .

Expansion of Latin Americats trade with other areas has met with
certain difficulties, The countries with centrally planned economies have
hitherto tended to follow a policy of self-sufficiency, particwlarly in
respect of agricultural production, or have established severe restrlct:.ons
on imports of other -primazy commodities,. B R

Moreover, because of the different economic systems mvolved speclal
institutional arrangements have to be made to enable bilateral agreements
to operate, and this is the practiee followed by the above-mentioned
countries, Added to this are the difficulties inherent in any initiation
of trade relations, above all in respect of items such as capital goods
for which some kind of permanent organization is needed for parts replacement
and maintenance.. The fact that balances of agreements are not transferable
even among countries with centrally planned economies is yet another related
factor limiting the possibilities af trade with that area, Were such condi-
tions to change, the effect that the additional demand from countries with
centrally planned economies might have en the international situation of
primary sommodities would be worth considering.

/Figure II



Pigure 1I
LATIN AMERICA'S SHARE IN WORLD EXPORTS OF PRIMARY COMMODITIES
(Percertage of werld volume)
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Teble 19

LATIN MERICA"S SHARE IN WORLD EXPORTS OF PRIMARY COMMODITIES,
1934-38, 1950-52 and 1959-61

(As_percentages of world volume) 5/

Commodl ty 1934-38 1950-52 1959~62
Vheat ' 2l ' 10 6
Barley : 4 8 oy
Maize 65 . 26 20
Sugar 4 64 56
Beef and veal b/ ° 69 53 ko
Mutton and lamb _13/ 19 ' 16 8
Pork b/ | 16 19 9
Bananas : 8 & 82 of
Coffee 8 8 728/
Cacao 31 o, 29 -
Tobacco 11 12 12
Lerd . . Co 035 o T2 S
Cottonseed and oil df | .19 S & L0 6
Linseed and oil &/ 71 » 52 ‘ by
Cotton 13 15 . 20
Wool - 18 ' 17 14
Agaves ¢of 27 27 29
Crude petroleum PN 51 30
Copper metal. von 29 26
Lead ore £/ con )} 22
Lead metal .re 35 29
Tin ore £/ .se 33 29
Zine ore £/ .ss 36 34

Zing metal ese 10 9

Source: United Nations, Commodity Survey 1962, New York, 1963.

&/ In metric tons.

b/ The total does not inolude exports from countries with centrally plamned
economl es,

o/ 1959-60.
d/ Measured in oil equivalent,
3/ Henequen, sisal, etc,

G .
£/ Gross weight /Table 20
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" INDICES OF THE VALUE IN DOLLARS OF WORLD AGRICULTURAL' .
: © EXPORTS, BY AREA, 1959-61 '~

" 1959 = 1361 .

oo S .
1934-36=100 o/ . 1948502100/ .

Afrise 500 134 o
North America 501 18
North Auerios b/ 354 83
Latin Ame;'i ca 376 : 105
Miédie East -~ 350 108
For East of g 231 107
Westét;n Europe 346 - -
Oceania 373 11k

World total o/ 365 120

Sourge: PAO, The state of food and agriculture, 1962, Rome, 1962.
&/ Inthe FAO document 1952-53 was taken as the base,

l_)/ Excluding exports effected on specisl terms from 1955 onwards.
o Excluding msinland China,

4/ Excluding mainland China., Eastern Europe and the Soviet Union,
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As regards other developing aress; the expansion of trade in primary
commodities, has been limited in wany cases by the fact that there is a
competitive market in the commodities e¢oneerned and, in others, by the
national protection which is traditional in.this fiel ds The weakness of..
demand due to low income levels is* another factor. L : ) "

8., Lack of a :gollcv of” d'vers:Li‘lcatlon of exports
in +he Latln jm'erlcan count.rles

e -t

== The~ Fesults Whlch the Lat:m Amerlcan countries m_l have achleVed
in the post-war period had they. adopted a vigorous pdlicy of diversifica-
tion of* ‘exports, and thus offset thé slow growth rate of the primary
commodity trade by introducing . new -exports :Ltems s especially of manufactured
goods, :Ln'bo the: market, cannot be estimated very eas::.ly. ‘ :

In any case, it is recognized that not enough has been done in .this =
direction and that Latin America-will :mev:x.tably have to take part in the..::
trade m manufaq:tured goods. .

T

9, Slow develoment o{t;lntra-l.atln Amemcan trade

Trade among the Latin American countries is negligible both in
absolute ‘téims and compared with the reglon’s total purchases and sales.
In fact, intra-area trade is much greater in other regions, particularly
among the EEC cowntries, .In fact, Africa is the only region where intra-
area trade.is virtually a‘b the same relative level as in Latin America.
This is shown in table 21 which gives the percentage of exports of each.
region represented by intra-area sales. The figures show that within the
relatively-low levél of Latin America's intra-regional trade, there have '
been substantial changes in the degree to which it has met its owm
requlrements.' Thus, before the war mtra-reglonal trade represented about
8 per cent of Latin America's total, sales, a figure which rose to n.early
10 per cent .in 1953 .and 1955 and then gradually declmed t.o 6.5 per cent
in 1961-62. ‘ o .

Viewed from t.he standpoint of mports, Latin Amexclca., Tike the other
develop:mg areas, has been buying relatively less from countries within the
area, an additional . i‘actor respons:.ble for the low level of se:l f—supply
(see table 22),

Nevertheless, the results being obtained in Central Amerlca 74 and
the ALALC area.indicate that prospects for developlng Latin American -
trade are very favourable,

9/ While Latin Americals total exports increased by 6 per cent between
1957 and 1962, those within the Central American common market wrea
more than tripled during the same period. As for the ALALC countries,
the increase in their intra-area sales from 1961 to 1962 was three
times higher than the increase in the total exports of Latin America
as a whole,

/Table 2L
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. Table 21
INTRA-REGIONAL EXPORTS, 1938-62

(As percentage of the value of eash’ a‘rea's.total exports)

Developed areas N Undez-‘-ﬁavelopgd areas Oo:;xizies

Year Western Burope _ Total Africa  letin Mddle = Asla °;§’Z§ﬁ;;y

EEC EFTA Totel s/ b/ America ' East o econonieg
1938 27,5 184 554 68,5 59 61 140 258 2.7 1L
18 26,2 1740 47,8 - 643 a2 7 . %2 - 17.9 34 29 43.8
1952 26,7 183 523 6.5 T 88 86 128 262 261 7N
1953 28.5 19,0 52.0 62.0 Ye2 9¢5 12,5 237 243 777
1954 2945 19.1 532 G 96 a0t I3t dny Ueag 708
1955 30.8 18,6 546 0 6703 7 9.9 © 96771 1130270 12341 Mg 73T
195 320 1790 Sk 668 100 77 135 21 232 70.6
1957 31.9 18,1 : "su;i‘ v 86,0 ¢ - -':9'.'»7- © 8.8 12,8 . 232 (24,2 71.3
1958 30.1 7.7 530 6.3 . %2 9.3 10.4 22.3. 229  70.8
1959 32.4 18.0 54,1 68.2 10.2 8.6 1.2 22,3 22.3 73.9
1960 3.5 19.0 56.9 69,2  10.0 8.0 107 230 2Lz 72.
1961 36.8 19.8 599 70.1 8,1 6.6 10.7 20.5 22,0 68.5
1962 396 . 21.9 62,2 71.0 8.0 6.7 10,2 20,3 216 67.7

N

Source: Unlted Nations, Stetistical Yearbook 1962, New York 1963, and Monthly Bulletin,. of Statisties, New

York, June 1963,

Note: In the source the data are expressed in terms of. fob walues in dollars a't current prioes,

5/ Ineluding, as well as western Europe, the United States and Canada; Australie., New Zealand and South

Africa; and Japan,
b/ Mainland Afrioca.
_/ Sterling ares only.

t_i/ Excluding Yugoslavia, and trade between main].a.nd China, North Korea., Mongolia and North Viet-Nanm,

/Table 22
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Table 22
Ima-nmmmz. mpon'rs, 1938-62

(As percentage of $he. v&lua of ‘each area's total imports 3/

Under-;-deve]roped ar.se.s Countries
S .. o with

Year ‘ De::::zed . ) | Latin Others - - - 0;:::2?

. .America econoig;les
. _ ) Y
1936 ‘ 63.5 7.6 %0 15
1548 6442 .- 10.8 | éa.s_ o 45,2
w2 671 ol 25 80,5
1953 8. . - 121, 26 Y
wh . 669 .. 10 s © 8ok
1955 o  e1 o .na sl 78
1956 .. - 691 o, . H,jzg.o': . '{:_ 7,6.0.
w7 X SR % S T
1958 69.6 PRy 20,3 T 7
1959 7046 9.5 20.9 75.7
1960 722 8.7 20.1 72.2
1961 73.4 7.1 19.8 69.7
1962 73.7 7.7 20,2 69.8

Sources: United Nations, Statistiocal Yearbook 1962, New York, 1963, and Monthly Bulletin of Statisties,
New York, June 1963,

5/ Sales within each area axpressed as a percentege of the total exports to that area (fob values
in dollars at current prises),

b/ Except for trade between mainland China, North Korea, Mongolia and North Viet-Nam,

/10. 4n
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10, An illustrative estimate of the extent of Latin Americals
displatement in world trade

. Merely by way of ill}'zstration some comparisons can be made to show
the extent to which Latin/imerica has been displaced in world trade. Thus,
for example, Latin Amerlca's supnlies of primary commodities (exc...udlng
fuels) to the J.ndustrlaJ,ized countries shrank from 20,2 per cent in 1953
to 15,1 per cent in 1960, If Latin America had maintained its 1953 level
in 1960, it would have earned over 1,500 million dollars more from its
exports than it actually obtained. It should be pointed out that this
caleulation does not allow for losses due to price reductions, and also
that if periods prior to 1953 are considered the displacement would be
even greater,since by that year Latin American exports were already at a
relatlvely low level, A

A similar est:mate, also by way of illustration, is based on a
specific analysis-of the development of Latin America's share of world
trade in some of its major export items: coffee, cacao, maize, wheat,
beef, barley and linseed o0il, Latin Americals competitive position in
respect of all these commodities has been very favourable, yet the
combined effect of the various factors mentioned has been to reduce its
share of the world trade in these items., The drop has been so sharp
that in the period 1953-6l for temperate commodities and 1953-62 for
tropical commodities Latin America would, it is estimated, have obtained
8,800 million dollars more, at the prices prevailing in those years, had
its exports of those items maintained their 1934~38 share of world trade
in these commodities (see chapter II (F)).

/B. GROWTH



B GROWTH STRUCTURE POLICY AND ‘L]MITATIONS OF
. IATIN AMERICAN: DEVEIDEMENI‘ VIS-A-VIS THE
' EVOLUTION OF THE ..J.TQRNAL SECTOR

1. _'I_F,m’ es of economic growth in IatiArilqu'nérica'

A ‘broad a.nalys:.s shows that the Latin American countmes werienced
three types of economic growth during the past th::.rty years, The first, a
relatively outward-directed process, was observed in the Central Amerlcan ,
countries, Pern and Ecuador, The second, based on an intensive process of
import- substitution, was the type in Argentina, Brazil, .Chile and Mexico,

The third type of economic growth represents a middle course between the
two others and is found in Colombia {(lately the Venezuelan economy has begun
to follow this pattern Je .

As is only na.tural, no clear-cut limits can be established for
classifying countries in the third group, Thus, while Chile has increased.
its import coefficient in the last few. years, due to significant aspects
of its structure of production, its place is really among the countries
that have gone shead with import substitution, On the other hand, while
Venezuelafs import coefficient has contracted sharply, it still remains
comparatively high and its exports are expanding at one of the fastest
retes in latin America, Thus, Latin America'’s economic developmehnt has :
clearly taken different’ forms and has been affected by factors which, in
some cases, define growth stages. : o

. For purposes of the analysis wh:.ch forms the subject of this paper

- even at the risk of over—smpl:.flcatlon - the Latin American economies: -
may be classified according to four characteristic indices: level of -
.per_capita income, size and evolutiom of the import coefficient in relatlon
to the growth rate of the product, and size of the market or total income,
Consequently, another index relating to the growth rate of external pure .
..chasing power derived . .from exports and inflows of ‘capital is :unpllclt 1n
the above-mentloned factors (see table 23). s

Up. to a few years ago, most of the countries with the hlghest :v.mport
coefficlents experienced relatively high rates of growth of the domestic
product, with imports approachihg-and at times even exceeding that rate,
These are mainly the tropical countries, at intermediate and low levels .
of per capita income;--A relatively high export growth rate, together with
some diversification of mcportS‘ -although in-primary products which are .
already traditional items of.latin American exports, complete the plcture
as to the characteristics of the first group of counbnes.

The countries which now have a low import coei‘ﬁ.cient tend'to oceupy
a higher place in the scale of average per capita income or total income per
country. These countries underwent a more intensive process of indusirial.iza-
tion during the post-war period, Some, like Brazil and Mexico, achiczved a
comparatively high rate of growth, while in others, particularly Argentina :a
and Chile, grew at a much slower pace,

/Table 23
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Table 23

GROVHT RATE OF GROSS PRODUCT, IMP(RTS AND PURCHASING FOWER OF EXPCRTS,
AND IMPORT COEFFICIENTS, 1949-51 TC 1959-81

Annual pumulative roates for the peried Cif Aimports as
1549-51 to 1959~61 percantaze of gross
Country product ’
~ Gross Imports Pur;t::ing

rroduct of zoods of exports 154951 1959-61
Colombia - ' . b6 2.7 1.6 9,2 746
Argentine 1.6 1.0 ~0,1 9.0 S 83
Brazl 5.8 b 0,2 13.2 LR
it 1.6 2,1 Ak 12,7 9.7
" Mexico 5¢5 31 4,0 14,8 1,1
Uruguay 21 | Oukt -2,0 1349 1147
Paraguey B . 0.8 247 0.l 1340 1249
chile a3 3.9 2,5 13,5 R
Eo\.;e.do,r : ) 542 _ 740 748 12.1 L1
Bolivia _ D43 . 0.7 =340 13.7 14,2
Dominican Republis b3 LR . N 10,1 145
CPern 4,8 542 5.8 17.1 17.4
Venemuele o 743 . 2.8 5.1 26,4 175
| wetemla - 7 63 W6 b 17.6
‘ 'Hondui;a;e e C 3 o heé 0,1 : 1647 » 18.2
 Mcaregue L Co58 10.2 _ 75 17,0 23,0
Panama 52 59 8 225 2346
. cuba. S . ..>. . 2;8 é/’ ons 25,9 T aes
Bl Salvedor B By 76 W8 193 28.8
Costa Rica . . u8 o 746 - 39 21,1 28,9
letin Amerfoa A LR Cees T ave 1347 )
Latin Anerica exoluding Cuba bl o 2,6 . 2% 13,3 1.2

Latin America excluding Cuba | o . -
and Venezuela LS S .25 1.7 12,3 - 10,4

af Figre for 194951 to 195960,

o  /In this
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In this second group of countries, except for Mexico,. exports expanded
very slowly and for long periods remained at a standstill; conversely, their
pii{.rchasing power i‘luctuated sharply as-a result of- changes in the terms
- of -trade, . .

Although under different conditions, Colomb:.a and Venezuela are
. embarked on a process similar to that undertaken sometime ago by the countries
- of the second grovp, In fact Colombia, with a relatively low per capita
Aincome, attaihed import coefficients ranging from 12 to 15 per cent in the
‘early fifties and has been reducing them by means of an intensive import
-substitution nrocess and strong restrictive measures made necessary by its
balance of payments situation, The drop in Venezuela's import coefficient
in the last few years is even more marked, - .

Speclal conditions affect the p031t10n of Bolivia and Paraguay, a.lthough
in both cases external purchasing power is either at a standstill or rising
‘very slowly, and this in turn is largely respon51ble for the very lcw rate
of growth of their domestic product,

i Broadly speaking, and s:unpl:.fying the analysis in order to emphasize
the points with vhich this paper is particularly concerned, it can be said
that exports, as measured in terms of their purchasing power, constitute the
_dynamic factor of economic growth in the first group of countries. In the
second group, on the other hand, the factor of growth tended to become the
. internal process of industrializat:.on and import substitution. However,
insufficient external purchasing power obviously limits the economic growth
_rate of some countries in this group and makes it difficult for them to .
‘proceed with import substitution.

24 S,ructure of imports, income level and import substitution

o Economic growth 1ndustr1aln.zation and the resulting import produced
" a change in the composition of imports (see table 24}, In latin America,

import substitution begins with consumer goods and some relatz.vely simple

.intermediate products moving on to intermediate products requiring :
subgtantial investment and to some types-of durable consumer and capital

" ‘goods, The demand for fuel imports, other intermediate products and other
-.capital goods increases correSpondn.ngly.

: ..This .process produces a change in the relat:r.ve composition of imports.
The percerrtage of imports of consumer goods drops while that of fuels,
intermediate goods and capital goods increases (see figure III), These
structural changes are shown by a study of the past pattern in the countries
that have gone ahead with import substitution, such as Argentina, Brazil,
Chile and Mexico, and emerge even more clearly from a comparison with the
existing composition of imports in each lLatin American country (see
tables 24 and 25).

/Table 24
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Table 2

PERCENTAGE COMFOSITION OF IMPORTS BY COUNTRY, AVERAGE FOR 1949-1951

. {Peroentage of totel imports foy each sountry)

299 23,8 6.1 1s2

Consumer goods mtl:i:ala
Country Total du:::;e Dureble s dtate c:’:::l
produste
Argentina, 7.2 347 35 1he3 53.8 ‘ 2#.7
Bolivia 2642 18.8 74 5¢7 375 3046
Brazil 131 5e2 7+9 11.6 3.0 4,3
Colombia 1%.2 12.2 7.0 - 363 374 4041
Coste Rica 39.8 S S % 53 388 2601
Chile 11.1 77 3ult 109 38.0 0.0
Dominiean Republioe 36.8 28,k Bl 8.7 3749 1946
Ecuader " . 40,2 , Azé.é 13.7 2.6 7 295
El‘sglv;@&{ 437 - - 31.0 . 127 5e7 . 264 _2ke5
. Guatemsla W 3.0 %7 83 334 1746
Haitt €38 5502 .. - 86 . 3.8 - 2041 '12.3
Honduras 4049 30,1 "10.8 106 292 - 193
Mexico - 153 . 79 _ 74 W0 N7 36,0
Nioaragua 39.8 2546 LY 8,7 30.4 2.1
pam}a, 55,8 . U585 X N X 247 124
Paregusy 3% s 59 R 3948 2227
Peru dnl 192 5e2 1.8 0.3 Y35
UM 193 ’ ia.g ‘ 6.3 9:0 Lk, 2746
Venezuela 237 502

/Figure III
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Pigure 11{
LATIN AMFRICA : COMP@SITION OF IMPORTS, 1959-61

1OoPircenta.ges (Averages)
d .
80— CAPITAL GOOD3
70}
60}
RAW MATZRIALS AND
50— INTERMEDIATE GOODS
LO-

DURABLE CONSUMER

20p-
NON-DURABLE
CONSUMER GOODS
10
) 10 s 20 . 25 Bl Salvador
Colombia Eraz1l Rexic JPara a l Dominican Honduras ‘ L o
Arientina Up 8uay°Ch§1e Bgfg%gilcperu Venezuela Nicaragua anama Costa Rica
' Eeuador uatemala, Imports coefficients (percentages)
Note : This figure is presented strictly for the purose of illustrating the basic changes in the composition

of impor?s.of the Latin American countries, The curves therefore represent only trends or general averages;
the specific data on the composition of imports for each country are given in tables 24 and 25.
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Table 25

PERCENTAGE CCMPOSITION OF IMPORTS BY COUNTRY, AVERAGE FOR 1959-1961

(Percentages of total imports for each country)

" .. . s Raw
. Consumer goods o/ -~ : ' materials
- - Puels ana - Capital
Total . None Durable intormediate  goods
: dura,bleh B . produsts

- Country

Argentina 8,9 25 5.4 Wy 4.2 . 30e2
Bolivia . 325 22.1 10,4 3.6 334 3045
-Brazil - 55 . b W 180 ;72 SR P
Golombla SR 68 b3 18 17,0 4041
Costa Rica 3543 258 - 95 N S
Chile 1543 11.3 4.0 1062 37.0 375
" Domintcan Republic . 3507 20,2 155 83 B2 27,8
Bouador 395 2842 13 s . 298, . 268
- B Salvidor S w290 .::-Wl.-l:'i S 63 a7 T 155
| Gubemals 3 #hot %7t . - 3. .. P8 | 220
’ o EETTmg e 7

| OHetti . 62.8 .
.Ko_nduté.s' '  _' . '_l;o?;' : 29'.7' W _ _10.1; o B.z 30-5 20.9
Meteo B L TR - PR I
Mooragua ... . 373 2.3 10,0 %0 3230 2l

 Remma o 0 53 DA TS X R - B - S 1.3
nguas . SR " B SR UICRENPRRE ¥ S % S %
Pem TR 2‘&-.5. - 1'7.9""'_ ,;G.é - :'. .'3".85 358 '» 3509

vw 13.1 sl 2340 28 . T 21

'."'V'en‘a'u»xélla T Wb 25T 9T DU~ AN SRR %

NS

g/ For Bolivia, Colombla, the Central American countries, Heiti and the Dominican Republic the aversge
i3 for 1959-60. . . o )
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Figure III shows that,as a rule, countries with a high import coefficient
devote at least LO per cent of the total value of their purchases abroad to
consumer goods, less than 10 per cent to fuels, some 30 per cent to inter-
mediate goods and the remaining 20 per cent to capital goods, By contrast,
countries with low import coefficients devote a much lower share to consumer
goods; these countries spend 35 per cent on capital goods and 40 per cent
on intermediate goods (see again table 25).

Thus the imports of countries that have made most progress in the
direction of import substitution have acquired a highly rigid structure,
since they consist chiefly of essential items having a direct bearing on
the present level of economic activity and employment and on the creation
of the production capacity needed to increase income in the near future,

~ Accordingly, in the face of a stationary or slowly increasing external
parchasing power which, moreover, tends to contract even further owing to
the servicing of investment and foreign loans, the countries concerned find
it difficult or virtually impossible to take any action in respect of imports
without affecting their level of activity or future production capacity. The
countries which have not reached an advanced stage of import substitution
can, in principle, go ahead with that process, In fact, in view of the
difficulties encountered in recent years, they have been restricting imports
and deliberately promoting import substitution, But there is a limit to
this process and unless they attain adequate external purchasing power they
will be facéd with the same bottleneck in the future,

,v This should not be construed as an attempt to pass judgment on the .
industriaiization process, the aim being rather to point out that in the
present state of the Latin American economies a development policy designed
to achieve rational use of resources with a view to raising productivity.
Inhevitably calls for a certain level of imports as a means of promoting the
industrialization process itself, The problem is how, within the context
of the world as a whole and of Iatin America'!s intermal position, to bring
about the conditions required for an expansion of latin Americals foreign
trade, and thus to speed up the productivity growth rate by making the most
of every advantage both at home and abroad,

3., Effects of the unfavourable development of
the external sector in the nineteen fifties

In the early post-war years, Latin America as a whole registered
relatively high export indices, exports representing 20 per cent of the
gross product, While the physical volume of exports increased slowly,
their purchasing power rose thanks to the terms of trade. High import
levels were thereby attained which largely covered the needs which could
not be met during the war., In those years both product and income registered
the highest growth rates of the whole post~war period,

In the first half of the fifties, there was a deterioration in the
terms of trade and volume of exports of countries in the temperate zones.

/However, while



However, while Latin America as a whole did not increase its volume of
exporto its purchasing power rose by 18 per cent connered with the first

Llre-year perlod after the wWare

- Latin America, with 1elat1ve¢v llmltud MAternal financing of not more:
than 5 per cent of the vaiuve of its exports, thus succeeded in increasing its
imports by 25 per cent., The product grew at an average annual rate of
5 per cent, and the import coefficient remained practically stable for the
Iatin Amerluan countries as a whole, although it tended to rise in countries
with relatively feW'lmport restrictions and to decllne in those engaged in
import substltutlon, :

Slnce 1955, the economic situation in Lat;n ‘America has developed most
unfavourably, notwithstanding the fact that the volume of exports expanded
at the highest rates recorded since the thirties. The average annual volume
of exports in 1955-61 was 30 per cent larger than for the preceding five~year
period, At the same time, the deterioration in the terms of trade was such
as to mullify 60 per cent of that increment in terms of purchasing power.

, In spite of this, Iatln America managed to Jncrease its imports,
albeit at a much lower rate, It did so by resorting extensively tc external
financing vwhich was made available, partly through the movement of long~
term capital, but which also called for balance of payments loans and the
use of monetary reserves, in view of the difficult external accounts situation.

The growth rate of the product and income declined and the import
coefficient fell ~ as indication of combined import substitution and the
effect of the restrictive measures established in some countries at the time
(see tables 26 and 27).

L. Effect of the deterioration in the external terms of'trade_

The deterioration in the external terms of trade for Latin America as
a whole represented from 3 to 4 per cent of the gross domestic product,
taking 1950 as the base-year for comparison, If the period 1950-54 is- taken
as the point of reference, the percentage loss is about the same,

Two points clearly demonstrate the effect of the deterioration in the
external terms of trade on the Iatin American economy, One, of a general
nature, shows that it is responsible for a decline of 20 to 30 per cent in
the growth rate of the domestic product, The other indicates that if a
comparison is made between the net inflows of capital of all kinds namely,
long~term loans, direct investments and balance of payments loans, their
combined total during the period 1955-61 is less than the losses in trade.

. While such inflows of capital amounted to some 8,000 million dollars, the
effect of the deterioration is estimated at over lO OOO million dollars,
at 1950 prices (see figure IV),

The decline in the growth rate and the deterioration in the external
terms of trade have affected every country in the region, although varying -
in intensity and not always occurring in the same periods (see again
tables 26 and 27).

/Table 26
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Table 26

LATIN AMERICA: PRODUCT, BRAL INCOME, CONSUMPTION, INVESTMENT AND EXTERNAL SECTOR, 194561

(innual averages in millions of 1950 dollars)

Group of countries and Gross  Real Total Totel ~ Volume  Effect o . val et Tnports
perdod. product income  investe cone OF eX=  of TeMS g iion vtermal of goods
men sunption Ports  of trade rpeyments  pipapc-  and
: a/ tng  services
Latin Amerloca ) ¢ / " / )y
19454 0 910 6 370 27 220 7020 -1 150 710b 2iob/ 5140
135&-5 Zﬁ uZo ﬂﬁ 180 7 830 35 950 7 150 ~260 780~ 380" 6 Lgo
1955.61 56 Lgo 56 420 10 050 6 600 9 620 ~1 %700 990 gl 7 870
1958 56 320 56 540 10 090 L€ 7uo 9 4go 1 780 94 1 230 8 coa
1959 59 950 57 730 10 270 47 290 10120 -2 220 220 750 7 730
- 1960 62 960 60 690 10 530 50 070 10 10 -2 270 950 920 3 110
1961 66 330 63670 1L 050 52 620 10 920 -2 660 980 1 170 8 Lso
Argentina, Bolivia,
Chile, Paraguay and
Uruguey
19h5- 12170 12 160 2 670 9 260 2 000 =10 160b ~30b/ 1 720
1353-5 13 750 13 Zlo 2710 11 010 1 600 40 uo‘/ 50'/ 1 570
1955-61 15 750 15 Léo 3120 12 630 1 810 «290 100 390 1 810
1958 16 116 15 670 3150 12 810 1 850 ) 8o 370 1 700
1959 15 o 15 130 2 50 12 3% 1 880 -310 90 160 1 580
1960 16 050 15 %730 3440 12 %0 1 960 ~270 120 Lo 2 020
1961 16 890 _16 €80 3620 13 Y50 1 930 =210 170 860 2 410
Colombia, Ecuador and
Peru
1945k 850 670 600 130 670 ~180 30b/ Ob 50
1358-53 , E 8';0 ﬁ BZo 830 000 790 ~30 50" 30'/ ';550
1955~61 6 360 6150 1 050 5110 1 100 «210 80 90 900
1958 6160 5 920 930 4 950 1 060 ~240 100 60 780
1959 653 6 220 890 5 220 1 180 ~310 90 =20 760
1960 . 69 6 620 1 070 5 510 1 260 -~320 100 60 900
1961 790 6 940 1 200 5 770 1380 - 370 110 1k0 1 oco
Central America, Cubs,
Halti and the Dominican
Republio i
1945 E 0 g 90 370 3000 1110 ~120 110p/  -60b/ 770
1950- . 0 30 570 a 730 1210 «30 100™ 30 1 110
1955610/ 5550 5 4o 8o ého 1 500 ~110 8o 1ko 1 bso
1958 5500 5 400 880 4 700 1 560 ~100 90 290 1 640
1959 550 5320 860 4 570 1 530 ~2l0 8o 190 1 Yoo
1960¢/ 5880 570 870 L 800 1 520 «170 Lo 60 1 370
1961e/ 6190 5910 850 4 990 1 620 -280 4o 150 1 450
Brazil, Mexico and :
Venezuela
1945-4 15 740 1489 2770 11 830 3 240 -850 oo/ 2lob/ 2 100
1950~5 21 360 21 200 3 720 1K 150 3 550 ~160 590 260 3 060
1955~61 30 760 29 670 5040 2l 220 5 210 -1 090 730 320 3 710
1958 30 550 29 550 5130 24 280 5 020 ~1 000 670 30 3 880
1959 32 §20 31 060 5770 25 110 5630 .1 360 660 8o 3 990
1960 34 oao 32 580 515 27 090 5670 1 510 690 350 3 820
1961 35 9% 34 iho 5390 28 110 603 1 800 660 20 3 590

Source: National statistics prepared by ECLA,

a/ Including tourist trade.
b/ Based on the perioed 19L6.49,

o/ Including a very rough estimate for the Caribbean countries,

/Figure IV



Figure IV
LATIN AMERICA : EVOLUTION OF THE EXTZRNAL STCTOR, 1950-61
(Thousands of millions of 1950 dollars)
Natural scale

9
g
Volume of imports
of goods and services
7—- —
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51 —9
L - — 8
Volume of exports of goods
and tourist trade :
3 - 47
2 +— Purchasing power of . \ —6
exports
Net external financing T
1
0]
-1 —
Net external factor
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1950 55 60 61

Source : ECLA, on the basis of official foreign trade statistics and data
provided by the International Monetary Fund
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Table 27

LATIN AMERICA: REAL INCOME, INVESTMENT AND EXTERNAL SECTCR, 1945-61

(A5 percentage ¢f the pross domestie preduct)

: Effect Imporis
. Gross Totel Total Volune of term External Ne of goods
Group of countries and period invest~ consumpe of eXe external
incone of factor and
ment tlon ports financing
trade seyrvices
&/
Latin America 194549 96, 18,0 667 19.8 3.3 2,00/ 0.7/ 145
T 1950 99¢Z 17:6 0,9 16,1 -2.6 1.8 0.9"/ 14,6
195561 97.1 17.2 7948 16.5 «209 1.7 1.6 1305
1958 96,9 17.3 80.1 16,3 ~3e1 1,6 2.1 13.7
1959 9603 1701 7819 16‘9 “307 105 1s3 1209
1960 964 16,7 79+6 16,5 ~346 1.5 1.5 12,9
1961 96,0 16,7 794 16,5 «lt,0 1.5 1.8 1247
Argentine, Boliwvia
Chile, Paraguay and
Uruguay 194504 99,9 21,6 7641 16,4 0,1 130 ~0q53b 1.1
1950—53 99,7 19.7 80,0 11,6 -o.g o.g"/ o,ﬁ"/ 11k
195561 98,1 19.8 80,2 11.5 ~Le 0.6 245 11.5
1958 9743 19.5 7965 11.5 -2,7 0.5 2,3 1005
1959 98,0 17.8 80,2 12,2 ~240 0,6 0.6 1062
1960 98,3 214 78°Z 12,2 1,7 0.7 208 126
1961 98,8 2544 81, 11.b a2 1,0 5l 14,3
Colombia, Ecuader and
Poru 1945-50  95.3 1506 8103 174 447 0,80/ 203b/ mQE
1950-54 99,4 1740 82,1 16,2 ~0.6 0 0.8 12.,
1955"61 9607 1605 8003 1743 «3¢3 1e3 LM 14,2
1958 9661 15.1 80 4 1742 ".&'9 1.6 1,0 12,7
1959 95‘? 13‘6 79‘ 1801 . 57 leu' -0¢3 1136
1960 954 15:4 79 18,2 ot o6 1.l 049 1340
1961 9l.9 15,4 7849 18+3 ~5e1 1.5 1.9 13.7
Central Americe, Cuka,
Haiti and the Dominican
Republic 19454 96,08 10,0 80,9 29.9 ~302 3.0b =L46b 20,9
19505 99.3 12,8 85.0 2741 ~0,7 2,3"/ o.7"/ 2409
1955-61¢/ 98,0 15,1 8346 2750 «240 1. 2.5 2641
1958 92.]7. 16;0 25(,“’ 2?0’4 '-108 1‘ﬁ ]'I'q 2908
.1959 9 ¢ 15. 02,1 2 95 © 1. ) 2542
19603/  97.1 1 og 8146 2509 -2.3 0.7 g.o 2‘35:3
19638/ 9505 13.7 806 2602 S5 006 2.4 23a
Brazil, Mexico and
Venezusla 19L5.4 94,6 17,6 502 20,6 Holt 2,6b 1.5b 13,
1950"5 9963 170"}‘ 0¢3 1606 "007 208./ 102-/ laog
1955“61 96-5 16@"" 7807 16-09 ~3:5 2.4 1,0 12,1
1958 96,7 16,8 7905 164 =343 242 1.7 12.7
1959 95,8 17.8 7745 17.0 —2,2 2.0 1.5 12,3
1960 95,6 15,1 79. 16.6 RN 240 1,0 11,2
1561 95,0 15.0 76,2 16.8 ~5,0 1,8 0.1 10,0

Sourcet National stetistics prepared by ECLA,

———hot

&/ Including tourist, trade.
b/ Based on the average for the period 19H6-49,

2/ Including a very rough estimate for the Caribbean countries,

/In the
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In the temperate zone countries, deterioration set in earlier and was
already in process at the begimning of the fifties, In the coffee-growing
countries it became apparent in the second half of that decade, and
notably affected the growth rate of the Central Amerlcan countries from
~1957 onyards (see figure V). :

0f the major Latin American exports, only in the case of petroleum

and some metallic ores can it be said that the terms of trade 1mproved
and that sales abroad 1ncreased

/Figure V :



Figure V
LATIN AMERICA : VOLUME OF EXPORTS, 1935-60
(Millions of 1955 dollars)
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C, EVOLUTION OF BATANCE-OF~PAYMENTS POSTTEION: CAPITAL MOVEMENTS
AND CGRITICAL EXTERNAL FINANCIAL SITUATION OF IATIN AMERICA -

1. inerease in deficits on external current, accounts

Certain conditions inherent in the structure of the external sector
of the Latin American economies are conducive to imbalances in their foreign
trade accounts,

"In the early years of the post-war period it was possible for such
trends to be controlled in some measure by.virtue of the relatively high
level of exports and of the external terms of trade. But the slowness with
wich‘exports developed, in the first place, and later, when they expanded,
the deterioration in their purchasing power, forced the deficits sharply
upwards during the fifties (see table 28),

While in 1946~50 current foreign exchange transactions registered a
_deficit of only 130 million dollars for the Latin American countries as a
whole, the figure in question was quintupled in the first half of the fifties,.
and, on an average, exceeded 1,100 million dollars during the second half of
the decade,

In 1961, if Cuba is excluded for want of data and Venezuela because it
showed a favourable balance, the accounts of the remaining eighteen Latin
American countries reflected a deficit in respect of current expenditure
amounting to nearly 1,500 nillion dollars.

) The statistics presented in table 29 show that, w1th the single . -
exception of the Dominican Republic, the external deflClto of all countries
were aggravated during the course of the fiities,

It is worth while to analyse fluctuations in the credit and debit
entries on the balance of payments to ascertain the. incidence of each on the -
increases in current account deficits,

During the first half of the fifties, the annual rise in income from
exports of goods and services accruing to Latin America (ex¢luding Cuba)
averaged over 430 million dollars, but in the second half of the same
decide,oghe increment dropped to under 300 million dollars yearly (see
table 3

At the same time, commitments under the head of profits and interest
on foreign investment and loans increased more and more rapidly, so that
whereas in 1950~55 they absorbed 11 per cent of current foreign exchange
income, in the second half of the fifties the increment in these services
represented over 20 per cent of the additional current income obtained,

/Table 28
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Tahle 28
TATIN AMERICA: EVOLUTION OF BALANCE OF PAYMEXITS ON CURRENT ACCOUNT

(Anrual averages in willions of dollars)

Exports Imports Net factor payments Balance
on vure
Year or ‘ - : In= rent ac~

period Gcods‘ Seyv- Total Goods Sepv- Total In terest  Total cours

fob ices » fob icss veste an
&/ ,A , 194 ment - 9%
) .Ae Total latin America _

1546=50 5 951a5 564.0 6 51545 ~U B36.4 <1 087.4 -5 923.80  ~672,2 =48,8  ~721,0  =129.3
151-55 7 75649 '917.2 8 67441 =6 680.9 ~1 699,k -8330s3  =875.9 = ~83.3 -2  -665.4

1956-6€0¢/ 8 750.0 1 497.9 10 247.9 -7 P7uol =2 347.2 =10 121.6 -1 0975 ~17762 - =1 274.7 =1 1484

B, latin America, excludirg Cuba

1946-50 5 29?}.4 517,75 811.1 -h 364.2  ~990.7 =5 35L,9  ~62643 2,3 =668.6  -2120
195155 . 7 094 E870s2 7 961e6 =6 067.9 -1 5365 -7 6Chels  ~B30,2 ~8he5 =917 =617.5
195660 8 00506 1 412.3 94179 -7 038.7 -2 223.3 4—9 262,0 =1 040,3 ~177:0 =1 217,3 <=1 0614
1961 8 228.9 165045 9 8794 =~ 352.6 ~2 288.9 -9 &h1.5 -1 000,6 30666 =1 30742 =1 069.3

Ce latin America, excluding Cubn and Venezuela

1%6-50 4 406,58 4915 4 B98.0 -3 ¥87.6 -858.,86 ~L Gli6e2 ~32065 b2y =362,9 -111,1

1951-55 5 51l.8 8213 63361 -5 212.6 -1 309,9 =G 5225 ~354,6 -34,1 =l33.7  =625,1
1956~60 5 539:0 13003 6 8473 <5 607.6 -1 650,7 =7 25863 36941 -1, =5il5  ~9555
1961 5 791.1 153662 7327.3 ~6 259.0 -1 8L45,2 -3 104,2 ~hsh b . ~285.3 ~73947 =1 51646

Source: Internstional lionetary Fund, Balance of Peymemts Yearbook, Volss 8, 12, 13 and 14,

2/ Including net movements of non-monetary gold,
b/ Including net private donations,
&/ Not including Cuba in 1960,
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Table 29

LATIN AMFRICA, EVOLUTION OF BALANCE-OF-PAYMENTS POSITION ON CUFRENT ACCOUNT, BY COUNTRY

{&nral aversges in millions of dollars)

Groups of cownbtries :191!6@50 195155 . 1956-60 1961
- Group A T o
Argantirs, +8L,9 =140,k <1775 58kl
Bolivie =902 #1369 ~27.1 ~32,1
Chile =3669 =111,6 ~-84.3 =279.6
Paraguay =18 - w252 «10¢2 ~10,7
Uruguay . +361 T w2763 «5303 =16.5
Total Group A «40.1 1978 ~35247 =92343
Group B . :
Colombia 4543 ~2U.5 ~21,0 ~141.8
Ecvador =5l T b3 1243 23,4
Peru _ <104 <148 =724 #1842
© Total Group B ~60,8 ~70.6 =637 ~147,0
Group ¢y (Caribbean) S .
Cuba +83.0 =147,8 ~864%/ ooe
Daminican Republis +78 +258 +8oh +50.8
taitd +0.8  =5e2 069 ~3,1
Total .Group Cj :_?&_é ~50,2 776 #377
Group C2 (Central Aﬁieric&)
Costa Rica —755 '-2c9 "1803- “17'7
El Salveder +762 +6,7 4,3 1,8
Gatemala 0ol +247 -35¢9 2805
. Honduras =540 «503 ~6.1 0.0
.'NicarPgua -3.01 “-105 -:7‘6 : "'7.0
_Panama <17,0 ~18,7 w3642 15,6
Total Group cz —2:§n5 . -1 2.1 :}_’1’8_!2 -10006
Groug‘D ‘ ) ' ' .
Brazil 4'9@"! -288.8 " n297.6 -29250
Mexico ~8249 k6.5 -142,3 01l
Venozusla ~301,2 475 -105.9 +4ls7,3
Total Group D _ =174,7 =327.8 ~545..8 . +63.9
Total Latin America, exeluding Cuba and Venezusla. ~111,1 - =62542 95545 - 516.6
Totel latin Amoricd, exeluding Cuba .- = 7 ~212.3 <517.7 =1 061.4 =1 0693
Total Latin dncrica - T am,. " L6655 <1 148.3b/ vee

Source; As for tabls 28,

&/ 1956-59,

b/ Not ineluding Cuba in 1960,

JAs will



As will be shown at a later stage, the inflow of capital into Latin
America increased in volume during this period, but nevertheless the tempe
of imports slackened in atcordance with the evolution of available purchasing
power, From an average annual increment of 340 million dollars f.o.b,, the
rate of growth decrezsed to less than 200 million, There was also a decline
in real terms, for the purchasing power of these dollars at current prices
decreased, By contrast, balance~ofw-payments deficits on current account for
Iatin America as a whole rose from 80 million dollars per annum to 90 million
dollars,

Venezuela exerted a preponderant influence on the figures in question,
If the analysis is related to the group of eighteen Latin American countries
which does not include Cuba and Venezuela, the fluctuations th the positive
and negative balance~of-payments movements are as shown in table 31,

In the early fifties, the countries in this group increased their
foreign exchange earnings on exports of goods by an annual average of
200 million dollars, but in the second half of the decade income from this
source tended to remain virtually stationary. Only income from services,
pre-eminent among which was the tourist industry, continued to expand, but
the benefit was reaped by only a few of the countries of the group, in
particular Mexico,

, If the figure of 24 million dollars that represents the average annual
increase in export earnings between the two quinquennia of the fifties is
compared with the figure for the variation in the real value of exports, which

is estimated at 1,100 million doilars at 1950 prices, the magnitude of the
fall in export prices affecting this group of countries emerges very clearly
indeed,

Table 31.reveals, moreover, the upward trend of the burden represented
by profits and interest on foreign investment and loans for the group of
countries under discussion, for while in the first half of the fifties the
increase in such commitments corresponded to 5 per cent of the increment in
current exchange earnings from exports of goods and the tourist industry,
the proportion subsequently rose to 20 per cent, without taking into account
amortization figures.

In the upshot, despite the increases in capital inflows which will be
studied below, this group of countries had to restrict its imports sharply
in relation to the potential demand deriving from higher income levels, The
average anmual rate of increase of its imports sank from 300 million dollars
f.o.b, to 80 million dollars., The stagnation which affected the foreign .
exchange earnings on exports of goods from these ejghteen countries as a
whole is so surprising that it is worth while to trace the trends registered
in individual countries.

As already stated, for the group as a whole the annual average
increase between the two five-year periods was only 24 million dollars, The
analysis shows that in four countries the income under consideration decreased,
as follows: Bolivia (~ 20 million); Brazil (- 205 million); Haiti (~ 6 million);
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‘Table 30

TATIN AMERICA:s/ VARIATIONS IN BALANCE-OF-PAYMENTS ASSETS AND
LIABILITIES ON GURRENT ACCOUNT, 195060

(t111fons of dollars)

o

o . Botween © -7 Between

Incresse: in: ' . .. 134650 and 1951=55 and
S . 1951e55 1956-60
Exports ’ 2 151 1 ,"'55.
(a) Goods fob 1798 91k
(v) Services : 353 sli2

Profits and interest on foreign

investment and loans 246 ) -304
Imports : T.. =2 310 ~1 598
{a) Goods fovebe =1 704 - =971
(b) Services B '3 627
Excess current cutflow - =405 wlilily

&/ Excluding Cubae T
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Table 31

LATIN Ammtcﬁé VARIATIONS IN BALANCE-OF-PARMENTS ASSETS AND
LIABILITIES ON CURRENT ACCOUNT, 1950=60

(Millions of dollars)

Between ‘ Between

Incease in: 154650 and 1951=55 and
195155 1956-60
Exports 1438 51
(a) Goods fob 1 108 24
{b) Services 330 ugy

Profits and interest on foreign

investment and loans ~76 =105
Imports ~1 876 ~7%6
(a) Goods fecobe ~1 425 =395
() Services b5 ~341
Excess current outflow ~514 =350

2/ Excluding Cuba and Venezuelas

/and Uruguay



and Urnguay (- 100 million). In three countries, namely, Argentina,
Colombia and Paraguay, earnings remained virtually unchanged, They
increased, although in relatively small measure, in Costa Rica and Chile

and followed more favoursble trends in the Dominican Republic (4 27 million);
Ecuador (4 36 million); El Salvador (+ 20 million); Guatemala (4 20 million);
Mexico (4 105 million); Nicaragua (% 107 million) and Peru (+ 90 million),

It must be borne in mind that thé foregoing figures relate to an
average increase over a period of five years, and that for this reason
they lose relative importance in some cases when they are related to amual
fluctuations, - L :

20

2, Capital movements and their share in exbernal financing

. Movements of capital ihcreased'ébnsiderably during the fifties, and
comoined with trade financing, balance-~of-payments loans and the use of
monetary reserves to compensate the current. account deficits examined above,

During the first half of the fifties, net autonomous capital receipts
averaged 500 million dollars annually in Latin America as a whole, excluding
Cuba for lack of data. They subsequently climbed to 1,300 million dollars
and dropped to 1,100 million dollars during 1961, .

" _As a result of the deterioration in external accounts, financing by means
of trade debts and balance-of-payments loans tended to increase from a net
figure.of 16 million dollars before the fifties to averages of 130 and
160 million in later years, For their part, monetary reserves have decreased
steadily up to the present (see table 32).

Latin America’s balance~of-payments accounts show relatively high
sums under the head of errors and omissions. These figures are thought to
include outflows of private capital, but the exact amount is still indeter~
minate, If, in order to ascertain the extent to which each of the movements
of capital contributes to external financing, the figures for errors and
omissions are subtracted from autonomous capital receipts, it will be scen
that Latin America's aggregate balance~of-payments deficit (excluding Cuba)
was financed in the following proportions from 1950 onwards: 74 per cent
from net autonomous capital receipts; 15 per cent from compensatory
movements and 11 per cent from monetary reserves.

In some countries monetary reserves were drawn on more intensively
in the early post-war years to meet the costs of nationalization and
repatriation of foreign investment and their share of financing is naturally
tending to shrink since a limit has to be set to the drain upon them.

If Venezuela is exciuded so that the evolution of capital movements
in the remaining eighteen Latin American countries can be traced more
clearly, net autonomous capital receipts will be seen to have totalled
1,000 million dollars annually in the second half of the fifties and to have
risen to as much as 1,300 million dollars in 1961, This trend testifies
to the importance of these capital movements in Latin Americatls external
financing, although it should be noted that the figures include reinvested
profits of foreign firms,
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Table 32
LATIN AMERICA: FINANCING OF BALANGE ON CURRENT ACCOUNT

{Ammi2 averasges in mililens of dellars)

Trede debis
Net sutonamous ‘ Net monetery

Year or cepital and balance roserves Errors and Total
period novements of «payments (increase -) emissions

leang

A. Total Latin Americe
19L6-50 +8L. b +15.8 +76 1t <lU7,3 +129,3
195155 +578,4 . +131.2 +h5.h -89.6 +655.4
195660 +1 352,8 +158,8 +129.9 ~U93,1 +1 148.L

B. Latin Americae, excluding Cuba
194650 +119,7 +15.8 +116..4 ~39¢5 +212,%
195155 +511.7 +13102 +6300 88,4 +617.5
195660 +1 288.9 $158.8 +52,2 =438,5 a1 0614
1361 95443 +227,5 +345,3 ~ii57,8 +1 069,3
Ce Latin America, exeludire Cuba and Venszuela

194650 =735 +158 +1ll,0 +2i4,8 +111.1
1951=55 +1432,2 +131,.2 +9642 ~3l.5 +625,1
1956-60 +979.3 +118.8 4662 =208,7 +955,5
1961 +1 337,7 +260,8  +318.6 -400,5 +1 51646

Source: &s for table 28,
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If recent trends are considered in relation to the aims of economic
development plans, the foregoing data will provide a yardstick for assessing
Latin Americal!s future financial requirements should the evolution of its
external purchasing power take a given course.

3, Net autonomous capital movements

Cne factor that should be given due attention in the-context of the
policy of international financial co-~operation is the increasing importance
of long~term loans in comparison w1th direct :anestment (see table 33).

The figures for the group of eighteen countries show, in fact, -that
the yearly average for net long-term loans rose from 95 to 320 million dollars
in the course of the fifties, and even higher during 1961 when net receipts
are estimated to have been approximately 950 million dollars,

. Direct investment (including reinvestment) climbed in its turn from
250 to 540 million dollars during the fifties but was only 350 million in
1961, Thus, in absolute temms, net long~term loans came to exceed direct
investment, even with due allowance made for reinvested profits,

To illustrate this point, it may be added that the balances of payments
for the eighteen countries show that commitments under the head of remuneration
and profits on foreign investment amounted to 350 million -dollars annually in
lhe fifties while direct net investment averaged 400 million.

The increase in direct investment towards the end of the fifties came
mainly from Argentina, Brazil, Chile, Guatemala, Peru and Venezuela, and
its subsequent decline in 1961 from an average of 850 to 300 million dollars
can be ascribed to a reduction in investment in that same group of countries,
which apparently did not involve either Chile or Mexico,

It is estimated that 78 per cent of direct investment was made by
the United States or corresponded to reinvestment of profits on capital
from that country, while the bulk of the remaining 22 per cent came from
western Zurope and Japan.

In 1951-60 the net long—term loans received by I_atln imerica (:anludlng
Cuba up to 1959) totalled 2,300 million dollars,  Of this sum, more than
1,600 million were supplied by international financial institutions and United
States Goverrment agencies while about” 600 million, came from portfolic invest
ment and medium~term trade credits, mainly of European origin,

In short, 25 per cent of the long~term loans were provided by
international financial institutions; L4 per cent by the various United"
States Government agencies and 31 per cent by other sources, particularly
private banks in Europe and Japan operating on the basis of medium-term
trade credits.
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Table 33

LATIN AMERICA: NET AUTOMOMOUS CAPITAL MOVEIMENIS

{Annusl averages in million of dollars)

Net iong—term loans

Direct Net
Yoar or net official Other Total
period 1nv§e;tment T°51::‘:::“ To ;:::-? Total donations movements
Ao Totsl Latin Americe
1946-50 +331.1 w5eb -22450 ~22966 +20,0 =371 | 8l b
1951-55 +343.1 +5509 +6345 +1194 +29¢3 +86.6' 578:4
1956-60 b/ +919.0 *152.9 +13%a2 +332.1 +9943 ~2o4 1 35248
Be latin Americae, excluding Cubs
1946-50 +329.2 5.6 ~218.1 ~223.7 +21.0 6.8 11947
1951=55 +32543 +48.2 +45.1 +9303 +2902 +630 9 511.7
195660 +8534 3 +183. 4 +148.3 *+33107 +984.8 | +5a1 1 28849
1961 +27369 +32362 +57946 +302.8 +130.7 +353.1 9543
Co Latin America, exalw.idiggw Cuba and Venezuela
1946-50 +123.9 5.6 -218.0 -223;6' +20. 9 +5¢3 «73¢5
1951-55 +252.0 +149.0 +U5.5 +9405 429,0 +5647 +l432,2
1956-60 +543.1 +181.7 . +139:3 +321.0 +98,7 +1645 +97943
1961 +35h.4 +320.1 +62548 . +94549 +130.5 “93.1 +1 337.7

Source: As for table 28,

2/ Including reinvestment.
b/ Yot including Cuba in 1960,

/The relatively
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The relatively high figure of 900 million dollars for net long~teim
loans in 1961 represented the sum of the development loans granted by
United States Government agencies, which from 200 million dollars in 1960
rose to 500 million in 1961, and the medium~term credits extended by
European banks, which had been only 70 million in 1960 and climbed to
1,00 mll:.on in the follawing :)reamc

Off:.c:.al donatlons are the other. :_mportant element in autonomous
capital movements, They, too, have increased, and in recent years have
come’ to represent a net inflow of over 100 million dollars for Latin America,

A review of the sources of the au’conomous cap::.tal enter:z.ng La'b:m
America in the fifties shows that the United States accounted for 72 per
cent of the total; international financial institutions.for 6 per cent, and
Western Europe and Japan for the bulk of the remaining 22 per cent,.

L, Net compensatory movements

Despite the sizable increase in the inflow of autonomous capital, and
notwithstanding import restriction and substitution, the shortage of current
exchange. earnings had such an effect on the areal!s balance of payments that
the Latin American countries were: forced to resort, ‘extensively at times,
to compensatory financing,

: Ta.ble 32 presents the figures for these movements under two headings:
trade debts and balance~of-payments loans, and monetary reserves, Tra,de
arrears were relatively large for same countries and led to the signing of
consolidation agreements or to refinancing by means of balsnce~of-payments
loans, In 1951-60 loans of this kind plus trade debts are estimated to have
amounted to roughly 1,600 million dollars, and may well have been even more,
Utilization of monetary resérves can be measured by the net gold and foreign
exchange balances in the hands of the monetary authorities, -During the
fifties the aggrega.te balances for Latin America as a whole, excluding Cuba,
shrank by about 600 million dollars, If Venezuela, which was able to add to
its reserves, is not taken into account, the losses suffered by the group of
eighteen countries amounted to more t.he:n 800 mllllon dollars,

The same trend contlnued in l%l, and statistics show:.a drop of
350.million dollars in net reserves, This substantial sum testifies to the
heavy dramngs on foreign exchange obtamed from earla.er loans and credits.

5. Evolutlon of total purchas:n;z power -

: Earller in this paper an exam;matlon was made of the evolutlon of
Latin Americal!s purchasing power as regards the trend of exports and the
terms of trade. An analysis was undertaken to determine, in real terms, the
influence of the external sector on the purchasing power of emorts and on
the evolution of ‘bhe product and inccme. '

/It would



Tt would be usefvl at this juncture to complement that analysis by
reviewing the influence of capital movements and servicing commitments on
external accounts, This would help to complete the picture of Latin Americals
present financial situation and to shed light .on certain aspects which are
salient to the determination of future financial policy.

Table 34 presents statistics on the evolution of exchange earnings
from exports of goods and services and the additional purchasing power
generated by net autonomous capital movements. The foreign exchange from
these two sources has to be used to pay remuneration and profits in respect
of external factors of production and to service balance~of-payments loans
and trade debts, The balance represents the income available for importing
goods and paying for external service. '

As the value of their imports of goods and services outstripped their
purchasing power, the Latin American countries had to resort to compensatory
financing in the shape of trade credits, or balance-of-payments loans,
drew upon their own reserves or incurred trade arrears,

The analysis should take into account private capital outflows which
.are thought to have reached sizable proportions and are entered under errors
and omissions although their exact amount is not known,

Table 34 gives a clear picture of the incidence of varios factors on
the evolution of external accounts, In the first place existing purchasing
power is unable to satisfy import demand for goods and services despite
import substitution and restrictions. The result is an increasingly large
deficit which has had to be covered by compensatory financing, Secondly,
export inccme from goods and services, which is one of the positive elements
in purchasing power, has been very slow to improve and its tempo becomes
even slower if the group of eighteen countries excluding Venezuela and Cuba
is considered, Thirdly, servicing obligations have become much heavier,
especially if amortization of campensatory loans and trade arrears is taken
into account,

It is apparent from this analysis that whereas the foreign exchange
available to Latin America (excluding Cuba) for its imports increased curing
the fifties, first at the average rate of 430 million dollars a year and
subsequently of 300 million dollars, exports and net autoncmous capital
receipts before deductions for errors and omissions rose at average rates
of 500 million and 440 million dollars respectively, The disparities are
due to the fact that the increase in financial servicing and the outflow of
private capital took up part of the additional purchasing power acquired
by the Latin American countries from their exports and autonomous capital
receipts, Table 35 shows the variations that took place on the credit and
debit sides of purchasing power in the post-war period, '

. In the first half of the fifties the increase in the income available
for %mports of goods and payment of services was virtually equivalent to
the increase in income from exports of goods and gservices, The infiow of

autonogoug capital was offset by servicing liabilities, including errors
and omissions.
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Table 34

LATIN AMERICA: TOTAL PUR(;-HASING POUER AND IMPORTS OF GOODS AND SERVICES

o (Annual avereges in millions of dollars)

o Total purchasing power

: Amortiza-~

Year' Exports et ten of Imports

ear auto- MY - geferreq - - - Errors .. of goods Bglance
or perlod- goods nomoug  °Xternal fmport  Sub-total and Total  and ser

S Services  Total _ capital _iootor ents omis~ vices =
- . Xob " move. PeYments and bal- pions
o nments ance of
-~ . reyments
A, Total Latin America .
1946-50 5 95L.5 56,0 6 515.5  «8kA4 <7210 b2 587 A7.3 57874 5 923,8 136,
195155 7 75649 9172 B 6741 45784 -959,2 ~127.1 8 166.2 -B89.5 8 076.7 8 38043 ~303.¢
1956-601_3/ 8 750,0 1 497.9 10 247.9 +1 352,8 .1 274,7 ~172.3 10 153,7 -493.1 9 660.6 10 121.,6 -HEL.(
_ Be Latin America, excluding Cuba.
194650 . 5 2934 5177 5 811.1  +119.7  ~668.6 -ll,2 5218,0 ~39,5 5178.5 5 354,9 -176,!
195155 7 091.k 870.2 7 961.6  +511.7  ~51l4.7 -127.1 7u431,5 B84 73431 7 664 321,
1956~60 8 005.6 1 ¥12,3 9 W17.9 +1 288.9 -1 217.3 -172.3 93172 A438.5 8 878.7 9 262,0 -383,
1961 8228.9 1 650.5 9 B4 i95M.3 4l 307.2 -193.7 9 332.8 U578 8 875.0 9 G4L.5 766!
C. Latin America, excluding Cuba and Venezuela

1946-50 4 406,5  M9L5 b B9B.0  ~73.5  ~362,9 2 B Zh +24,8 4 lho.o 4 646.2 -204,
1951-55 5 514.8 821,3 6 336.1  +432,2 438,77 -127.1 6 202,5 - ~34.5 6168.,0 6 5225 -35h
1956-60°" 5539,0 1 308.3 6 847.3  +979.3  ~5Hk,5 -172.3 7109.8.-208,7 6 9011 7 258,3 =357
1961 5 79L.1 15361 732703 +1 337.7 <7397 ~1604 400,5 7 3644 B 14,2 739,

7 7649

Source: As for table 28,

g._/ This balance is equivalent, and of an opposite sign, to gross credits in the form ‘cf déferred import payments
and balance of rayments loans plus variations in the net holdings of monetary authorities (increase~),

b/ Not including Cuba in 1960.

/Table 35



- 58 =

Table 35

LATIN AMERIGA‘yz VARIATIONS IN THE POSITIVE AND NEGATIVE COMPONENTS

OF PURCHASING POWER, 195060

(Millions of dollars)

Between Between
Increase in: 1946~50 and 1951-55 and
195155 1956-60
Exports 2 150 1 b6
(e) Goods fob 1998 91l
{b) Services 352 542
Net autonomous capital 392 777
Frrors and omissions <43 -350
Profits and interest on foreign
investment and loans =246 -303
Amortization of compensatory loans
end trade debts -83 <45
Income available for imports of
goods and services 2 164 1535

8/ Excluding Cubae

/The comparative
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The comparative position of these figures in the accounts changed
very little during the second half of the fifties, Once again the addltlonal
inflow of autoncmous capital was largely counterbalanced by hi gher- service
payments and larger entries i‘or errors and omlssmns.

In view of the importance of Venezuela’s external financial movements,
table 36 relating to the other ejghteen Latin American countries should be
considered separately. These countries! aggregate purchasing power for-
imports and paymént of services also increased in the fifties although in
that same period there was nrbually no increment in export .earnings.

As 1nd:Lcated in table 36, the annual average for net cumulative
receipts of capital in 1951-55 was 500 million dollars more thaen the
corresponding figures in 1946~50, In the latter part of the decade
receipts continued to rise, their annual average being 540 million dollars
more than in the first half, As a result, the supply of income available
to the eighteen countries for import purposes was larger than their export
earmngs, but this margin of purchasing power constituted less than half the
increase in autonomous capltal because of the cost of financial servicing,
including errors and omissions.

6, The critical state of Latin Aﬁeiﬁca's external financial position

The evolution of Latin America's external accounts may be summed up-
in the following conclusions:

(2) From 1955 onwards the quantum of exports expanded at one of the
highest rates observed since the Depression, i.e., approximately 4.5 per cent
annually, but the deterioration in the external terms of trade was such that
it wiped out two-thirds of the purchasiug power of exports, and for Latin
America (excluding Cuba and Venezuela) current export earnings in foreign
exchange remained virtually at a standstill,

(b) - The Latin American countries disposed of a relatively Yarge volume.

of net capital frdm long-term loans and direct investment, but the effect ,
of this on purchasing power was reduced by the increase in financial service
payments,

(¢) The growth rate of imports had to be slackened, but although substitution
continued, the rate of income improvement began to flag and external indebted-
ness increased,

(@) The burden of servicing thus became much heavier, and the ensuing
external financial situation revealed by the balances of payments is
extremely rigid and unsatisfactory and presents a formidable barrier to the
achievement of the most modest objectives in development plans,
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Table 36

LATIN mmlcﬁ/mmmns IN THE FOSITIVE AND NEGATIVE COMPONENTS
OF PURCHASING POWER, 1950-60

(Millions of dollars)
Betwoen Between
Increase int 19U46-50 and 1951=55 gnd
1951-55 1956-60
Exports 1 438 511
(a) Goods fob 1 108 2%
(b) Services : 330 L8y
Net autonomous capital 505 547
Errors and omlssions : =59 ~174
Profits and interest on foreign
investment and loans ~76 4 : «106
Amortization of compensatory loans
and trade debts =33 46
Income available for imports of
goods end servioes 1725 733

&/ Exoluding Cuba and Venezuelae

/The following
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The following data will serve to round off or synthesize this analysis:

(1) Towards 1960 monetary reserves accounted for only 25 per cent of
the total cost of annual imports.of goéods and services, and for far less if
short-term liabilities are discounted and net reserves and assets taken into
account, For.example, the ratio of-net reserves to amnual’ mports in
Uruguay dropped from 88 per cent in 1951 to 42 per cent in 1960, in
Argentina from 31.per cent (1951) to 10 per cent (1961) and :m Braz1l from
30 per cent (1953) to 2 per cent (1961).

. (ii) 1If the.ratio of-interest and amortization commitments to current
exchange earnings is examined under every head, it will be seen that the
original figure of 5 per cent rose to 11l per cent during the fifties and
to 15 per cent in recent years (see table 37).

(iii) 1In the group of eighteen countries excluding Cuba and Venezuela,
the coefficient for commitments of this kind in 1961 was 17 per cent, of
which 4 per cent corresponded to interest and 13 per cent to amortlzatlon.

(iv) Another commitment constituting a drain on current exchange
earnings are profits on direct investment, These have tended to maintain
the same relation to export earnings but because of the latter's slow growth
they represent a sizable amount fluctua,tlng between 10 and 11 per cent,

These coefficients mdlcate the average situation in the group
considered, but there are some countries whose situation is even more
critical.

It is clear from all that has been sa:;.d that the Latin American .
countries are facing serious difficulties, not'only in their attempts to
meet their servicing commitments but also to increase their indebtedness:.
in accordance with the-established principles of interest and amortization,
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Teble 37
LATIN AMERICAS FINANCIAL SERVICING

(Percentage of current foreign . exchange ¢arnings)

Profits : Servicing of external debt

‘Total
Year or on-direct Ao rtizan :
period investment o/ Interest Total
. tion
As Total Latin Americs

194650 10.3 0.7 . see see ore
- 1951~55 © 10.1 1.0 37 Yo7 .8

1956-60 10.7 1.7 8.6 10.3 21,0

1961 (X2 ‘o0 ceoe oes v00

Bs Latin Americs, excluding Cuba

19"6-50 10,3 0s7 ese eoe eoe

195155 104 1.1 3.9 5e0 15.4

1956-60 . 1o 19 8.8 10,7 21e7

1961 948 2.9 11.7 14.6 - 2l

Ce Latin Amerdca, exoluding Cuba and Venezuela

19"6-50 - 6.5 019 see LA 4 S .00

195155 546 1.3 5.0 6.3 119

1956-60 Sel4 2.7 9.3 11.9 17.3

1961 5.8 347 13.0 16.7 2245

Source: As for table 28,

2/ Including re-investment.
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D. IATIN AMERICA'S ECONOMIC DEVELOPMENT PROSPECTS AND
FOREIGN TRADE ?EOUIREMENTS :

o

>“1.. Prospects for economlc;growth under- present 1nternal
: "~ and externsl conditions

The pattern of Latin America's economic development after the war
provides an objective frame of reference for evaluating its development
prospects. The gist of the first three sections on that subject is
as follows: -the average anmual increase in Latin America’s aggregité
income is estimated at less than 5 per cent. While the purchasing power
of its exports expanded at an anmnual rate of 2.7 per cent, it was able
to increase its imports at an annual rate of nearly L per cent through
intensive use of external credit and its owm monetary reserves, .In the
last few years, the rate of growth slackened, the region's external
indebtedness incrsased and-it is currently hav1ng great difficulty in
meeting its flnanclal serv1ce eommltments.

What, it mgy now be asked are Latin America's econamic development
prospects under present external and internal condltlono?

While the best way of answering this question would be to examine
in detail the prospects of each count¥y, as will be done below, an over-all
evaluation will suffice at this point, particularly since most of the
Latin American countries are affected bv the same adverse factors in
respect of their external sector.

For the purposes of thls evaluatlon a very limited annual’ growth
rate of not more than 2 per cent per capita will be considered on the
assumption that Latin American exports will continue to grow at an
anmual rate of ‘2,7 per cent in terms of purcha51ng power and that the
region as a whole' will maintain- thé process of import substitution and
restriction that.it pursued during the whole of the post-war period.”

In these circumstances,. Latin Americat's import: ‘requirements towards
1966 (excluding those of Cuba) would.totsl. 10,000 million dollars at 1960
prices, Moreover, its commitments under the head of profits and interest
on. current investment and debts may be roughly estimated ‘at 1,400 million
dollars. - Consequently, with a hypothetical income of 9,700 mllllon dollars,
Latin Amerlca would have a deficit of over 1,700 million dollars.

Capltal 1nflows in the form of direct investment and long’and
medium~term loans would have to be used to wipe out the deficit, to
amortize -current debts and to ‘service fresh debts acquired. Amortlzatlon
of current debts may represent 800 million dollars, - Consequently, gross
capital receipts would have to be as muéh as 2,500 million, quite apart
from the additional revenue needed to service new investment and debts,
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The gap between commitments under the head of imports and finaneial
servicing on the one hand and projected export income on the other would
continue to widen up to 1970, thereby increasing the deficit on current
account to about 2,300 million dollarg, At best, amortization of current
debts might have dropped by then to 40O million dollars which means that
capital inflows would have to be more than 2,700 million, always excluding
the servicing of new investment and loans.

A relatively intensive process of import substitution has been
tacitly assumed for Venezuela in the projections. The deficit on current
account should therefore be largely attributed to the remaining eighteen
countries, Any change made in the projection for Venezuela is liable
to increase the deficit accordingly (see tables 38 and 39). -

If the purchasing power of Latin America's exports increases at
an average of 2.7 per cent as in the past, annual net external financing
would have to double in the brief space of four or five years, and by 1970
would have to be two and a half times as mich as it is now,

This would be the situation despite import substitution and restriction
which would reduce the present import coefficient from 11.2 per cent
-to 10,3 per cent by 1970, Moreover, the per capita growth rate postulated
for the product is 2 per cent, which means that it would take 35 years
to double average current income,

In short, unless there is a change in the economic and financial
conditions, both external and internal, which affect the Latin American
economy, Latin America will obviously find it extremely difficult to
achieve even low rates of growth.

This opinion is confirmed by the situation and outlook of world
trade, since the commodity analysis undertaken in chapter III shows that
total exports .cannot be expected to increase more than 2,5 per cent,

2., Additional purchasing power obtainable through an
improvement in the external terms of trade

In the foregoing analysis, exports were projected as increasing at
the rate of 2.7 per cent., If the external terms of trade contimue to fall
as they did in the fifties, the volume of exports would have to expand
proportionately in order to maintain the level of purchasing power
envisaged. : ~

In order to show the extent to which the deterioration in the terms -
of trade has been instrumental in reducing Latin America's rate of growth,
and to indicate what would be likely to happen if they improved, information
will be given on the extra volume of purchasing power that would be
obtained if Latin America's traditional exports achieved in 1966 and 1970

the purchasing power in terms of imports that they had in 1950-54 (see
table 40),
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Table 38

LATIN AMERICA: 3/ PROJECTIONS OF THE PRODUCT AND THE RESOURCES AVAILABLE

FOR CONSUMPTION AND INVESTMENT, ASSUMING A 2 PER CENT
GROWTH RATE IN THE PER CAPITA PRODUCT

{(M111ions of 1960 dollars)

Exports of Internal
. . Gross . X - use in
T : 4 Cif - Total goods and :
ear or perlod domestic consumption
. imports b/ resources net tourist
produot .o . . . trade and
. investment
1959 - . 68 460 7 600 76 060 7 980 68 080
1960 . 7 670 8 130 79 800 8310 71 490
1961 75 030 8 300 83 330 8 530 74 800
Average - 1959-61 71 720 8 o0 79 730 38 280 71 4s0
Projections . ) L . o . st
1966 o 480 10 070 ic% 550 9 710 s4 84o
1970 113 540 125 250 RUR- 1% hso

11 710

8/ Exoluding Cuba,
b/ Including net services.
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Table 39

LATIN AMERICA&/ s PROJECTIONS OF THE BALANCE OF PAYMENTS ON CURRENT ACCOUNT,
ASSUMING A 2 PER CENT GROVTH RATE IN THE PER CAPITA PRODUCT

(Ml1lions of 1260 dollars)
Income Expenditure } Amorti- Balence .
from Profits and ' zation on ourren
Year exports oLe interest on g o Belanoe of account and
or of goods ~iE foreign on emortization
poriod ”_:g r;“: imports  investment = expend= ourrent  existing of existing
uris e debtis
trade Y and -loans  iture account o debts
1959 7 980 7 600 1 070 8 670 ~690 -1 070 . =l 760
1960 8 310 8 130 1 170 9 300 «590 -1 150 -2 140
1961 8 530 8 300 i 260 9 560 ~1 030 -1 140 -2 170
Average 1959-61 8 280 8 010 1 170 9 180 =900 «1 120 ~2 020
Projections 1966 9 710 10 070 1 390 11 460 -1 750 =790 -2 5ho
1970 - 10 800 11 710 1 430 13 4o ~2 340 -390 -2 730

g/ Excluding Cuba.
Y Including net services.

o/ Tentative estimate.
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Table 40

PROJECTIONS OF ADDITIONAL PURCHASING POVER OF LATIN AMERICAN EXPORTS a/
IN 1966 AND 1970, IN RELATION TO THE 1950-~54 TERMS OF TRADE,
ASSUMING AN ANNUAL GROVTH IN EXPORTS OF 2.7 PER CENT

(M11140n of dollars at 1960 prices)

Year or period Value of Additional
exports purchasing
pover
Average 1959-61 8 026
1966 9y 1990
1970 10 477 2130

&/ Exeluding Cuba,

/The estimate
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The estimate shows that if by some means the purchasing power
of exports were to be increased until its unit purchasing power was
the same as in 1950-54, the additional-income accruing would be equivalent
to the deficit on current account envisaged in the projections based on
the hypothesis of a 2 per cent increase per capita,

This means that Latin America would be able to pay for projected
imports and to service its current investment and debts, In certain
conditions, the increase in direct investment and the net inflow of
foreign capital would produce sufficient additional resources to enable
it to step up its past rate of growth,

It should be stressed that these estimates are based on aggregates
for Latin America as a whole, and are merely intended to provide some
ideas for quantifying the problems, A more detailed analysis on the same
lines would entail a separate examination of each country and export
item since, as pointed out before, there are short-term fluctuations in
the terms of trade indices, and even more marked variations in the volume
of exports,

3. The gaglbetyggn Latin America's import requirements -
and purchasing power

The foregoing projectlons assume a specific rate of’ 1mport subsa
titution and an economic growth - target of 2 per cent per capita.

In order to determine Latin America‘'s foreign trade requirements
and to provide some bases for analysing the fundamental aims of foreign
policy in the light of the region's development needs, it has been thought
advisable to make, for each country, a more detailed study of import
demand, the tempo at which import substitution is 1likely to proceed and
the size of the potential deiicit in external purchasing power, due
allowance being made for the servicing of current investment and debts.

For the purposesof this analysis, it has been assumed that up
to 1965 or 1966 the per capita rate of growth will be slightly higher
than in the past and that it will remain at around 2 per cent, rising
in the second half of the decade to 3 per cent,

A rate of 3 per cent is not within easy reach of the latin American
economies under present internal and external conditions., But it is a
reasonable planning objective for the second half of the decade, and
cannot be regarded as unduly optimistic if minimum consumption and
employment targets are to be fulfilled, considering the present level of
living and a population that is increasing at an annual rate of 3 per cent,

What we are attempting to do is to determine the minimum resources
required to achieve certain development targets, or, to put it another
way, to ascertain the size of the gap between import requirements and
purchasing power with a view to establishing the objectives of a national
or international policy designed to promote the progress of the developing
countries,

/ Le @gor‘b
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.'AQ"‘Impgfti¥éggirementsﬁ‘»'~

' In view of the.different economic growth structures.and stages of
developmént reached by the Latin American countriesy; a technical analysis
by country and type of commodities will have to be made -in-order to
caleuldte import requirements. Imports have therefore been classified
in five groups: (a) nonr~durable consumer goods;. (b) durable consumer
goods; (c) intermediate goods; (d) fuels; and (e) capital goods.

The functional ratios existing in the last thirteen years between
. imports of consumer goods and total consumption or. domestic income,

. between imports of fuels and intermediate goods and the domestiec product
and between capital goods and domestic investment have been worked out
for each country. These ratios are expressed in terms of elasticity
coefficients that reflect the variations of ‘each of the five categories )
. of imports in relation to the evolution of total consumption, the product,

1ncome and domestic investment, . .

. The elast101ty coefficients thus obtained are preqented Ain per capita
‘terms in table 41, In some cases, the correlations are not particularly

.- significant as the variables have been affected by such factors as

. ‘restrictive measures, changes in composition and. shortcomlngs in national
“-gtatistics, o o _ -

. Névertheless the comparison yields some interesting conclu31ons,
“whlch are given below., - : .

. (a) Fuels a;;‘l ' ;’. o _— -

“In most countries;. fuel 1mports have 1ncreased more rapidly than

¥ the gross product, In fact, the coefflclents of per capita product
».-elasticity are. higher than unlty in Brasil, Fcuador, - Puru, Urugusy and

all the Central American countries; They are lower than unity and

- influenced by. various factors — local pr oductlon, the tempo of import
substitution and changes in compofition ~ in Chile, Colombia and Mexico.
Some of these ccuntries do not import much fuel and fuel imports thus
carry little weight,

Generally speaking, it may be concluded that import demand for
fuels in non-producing countries will tend to expand more than the
gross product, thereby bringing pressure to bearon the over-all 1mport
coeff1c1ent (see table 41),

(b) Intermediate goods

Imports of intermediate goods follow the same behaviour pattern
as fuels, despite the substitution process taking place in a number of
Latin American countiries. Mexico is the only country in which the
elasticity coefficients ~ technically significant - are lower than unity,

/Table 41
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Table 41
LATIN AMERICA: ELASTICITY COEFFICIENT OF IMPORTS, BY GROUPS OF PRODUCTS, 1948-1961

. Nen-durable Raw materials
sonsumer Fuels and intermediate Capital goeds
Country goods _products )
r B r E, r E; r B,

Bolivia ' 0,39 -0.621 8/ 0.78 3,548 0.54 0,900 0.42 0,536
Brazil 049 =1.039 8/ 0,64 1,148 0,20 0,260 0,14 0,413
Chile 0.68 2,647 0.05  -0.178 0.19 0,669 0,60  1.089
Colombia 0.70 ~3.752 0.37  «2.731 0.78 2,141 0,87 1.2%
Eouador 0,84 2.139 . 0,87 - 3.467 0,83 24273 0.89 0,720
Paraguay 042 0,757 0.01 0,042 0,13 "0.251 o.lto 0,610
Peru 075 1,586 of . 0.88 4,392 0497 2,166 0,91 0,923
Uruguay 0,57 ~2,170 0.28 2.033 0,48 1.059 0.91 2.901
Venezuela 0,38 -0,153 . 0,35 0,949 0.83 0.997 0,86 1.790
Costa Rioca 0.80 0.509 &/ 0058 1'.81’9' 0.67 2,528 0,93 1,087
Domintean Republic ' 0,18 .09 5/ 0.15 0.872 0.07 ., 0,355 0,810 1354
El Salvador 0.87 24267 of 0,54 24208 0.66 3.025 0.85 0.546
Guatemale o.40 0,834 o/ 0,72 1.806 0,65 1,628 0,83 1,283
Haitt 0. 74 6.571 0. 34 1.719 0.62 4,094 0,1kt 0,977
Honduras 0,85 2,063 0,53 2,754 0,37 2,852 0.69 0.908
Mex oo 045  ~0.539 of 0.21 0.711 0.77 0.832 0.16 . 0,198
N caragua 0.9 2.1 0.6 - 1.51 0.97 2.7 0.87 1,93
Panama 4 0,407 0.89 2.696 0.75 1.912 .78 0.611

o.41

Note: ¢ = Correlation coeffictent. The E symbols represent the elasticlity coefficlents between per _oapita

imports of the varlous types and cther per capita variasbles, as follews:

El = Imports of non-durable consumer goods and privaete sonsumption,

Ez = Fuel 1lmports and gross domestioc produoct,

EB = Imports of raw materlals and intermediate produots, and gross domestio product,

EM = Imports of ecapital goeds, and fixed grouss investment,
9/ Elastiolty coefflelent between per gapita imperts of non-durable gonsumer goods and per eapita gress

domestic inoome,

/While this



While this is also true of Brazil, its coefficient is less valide In
the majority of countries, aggregate imports of intermediate goods have
kept pace with or outstripped the growth of the domestic product. The
particularly high coefficient. for Argentina may be partly a question of
deficiencies in industrial production statistics or may be due to
limitations imposed by other factors, but, in any case, demand for
intermediate goods is known to have 1ncreased rapidly in that country
notwithstanding import substitution,

(c) | Capital goods

In the last thirteen years imports of capital goods incrased on
a par with or more rapidly than domestic investment in half the Latin
American countries, Particular circumstances, such as changes in
investment composition, import controls and even statistical shortcomings
.detract from the significance of the coefficients in some countries.
Moreover, it is clear that the import substitution process in Brazil
and Mexico is already having an effect on imports of capital goods there,

The high import content of domestic investment means that imports
of capital goods would increase rapidly if the product's rate of growth
were accelerated,

5, Total import requirements and potential deficit
{a) On_the assumption that import demand will continue as before

On the basis of the foregoing elasticity coefficients, and in some
cases, of input content coefficients, an estimate has been made of Ilatin
America's import requirements and potential deficit should the per capltg
economic rate of growth rise to 3 per cent (or 6 per cent over-all)
during the remainder of the present decade and should import demand contimue
as before (see table 42), Import requirements would climb from 8,000 million
dollars in 1960 to 11,500 million in 1966 and to 14,000 million dollars
in 1970, The average import coefficient would tend to increase from
11,2 to 12,0 per cent, Demand for capital goods, intermediate goods and
fuels would all play an important part in determining this increase, tut
more especially the demand for capital goods.

The increase in imports of capital goods is seen to depend on
replacements and on the amount by which production capacity would have to
expand to raise the average over-all growth rate of the domestic product
to 6 per cent from 1965 onwards. On the other hand, imports of fuels
and intermediate goods would be able to keep up with this rate of growth
because of their high elasticity.

The group of countries which previously had a relatively open

growth structure will, according to the projection, tend to maintain the
same pattern of behaviour as in the last thirteen years, Their total

/Table L2
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Table U2

LATIN &ERICA _5_/ PROJECTIONS OF IMPORTS AND OF THE POTENTIAL DEFICIT ASSUMING A 3 PER CENT GROWTH
RATE IN THE PER CAPITA GROSS PRODUCT AND CONTINUATION OF THE PAST TREND IN THE DITIAND FOR IMPORTS

(M11ions of dollars at 1960 prices)

Expenditure - . .
Income
from . : Defiolt
i exports and : Deficft  Amortizd~ . on current
Year or period of gooeds Cif." " ynterest - . * on ourrent tion of account
e :’;“L i«'s‘:t ‘- 4mports ' on foreign  Tolal acoont  extsting and amortie
L trede - Y ot ‘ agbts . - ten
o - o
1959° 7980  760. . 100 860 &0 oo A7
1960 8 310 8 130 117 9 300 «990 . 1150 -2 1106'
1961 8 530 8 300 120 9560 - 030 A0 2190
Average  1959-61 - 8280 8o - 1 170 9 180 ~900 1120 . -2 020 .
Projections “ . S
1966 * 9960. 11 k50" 1390 . .12 840 w2 880 790 -3 670
L1990 T 11 280 1170 1430 --. 15600 "t 320 -390 g 7_”%
8/ Exoluding Cuba,” e _
b/ Including net services, e ik

_°_/ Tentative estimate. A L

P

-~ /volume of
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volume of 1mports, while somewhat smaller than that of the other groups,
none the less has. a.bearing on ‘the -estimate of total requlrements.

-0 the assuiition that exports will increase at an annual rate of
-2 7 per cent, the potential deficit on current account would be more

" than 2,800 mi1lion dollars by 1966 and 4,000 million by 1970, These

. flgpres represent the gap between potential import demand and commitments

. under the head of profits and interest on current investment and ‘l6an’s

~ on the one hand, and exports on the other, not counting the additional funds
... required to -amortize the current debt and to service new investment and
...additiondl debts that might be incurred.,

:(5) On the assumption that imoort subst;tutlcn will increase R

In order to have a point of reference representlng mlnimum import
requirements, an alternative hypothesis have been put forward envisaging
“an 1nten81f1cation of the substltutlon trend of the last few years,

Two estlmates have been made., One, to.be referred:to as A, is-based
on the a¥sumption‘that the countries where import substitution is making
most progress will reduce their import coefficients in the sixties to the
same extent as in the past, while those that increased their import
coefficients, particularly. the Central American countries, Chlle, Ecuador
and Peru, will maintain them at the same level... .

The second estimate, to be termed B, assumes a "normal ratio" between
the volume of imports and the volume of the domestic product, in keeping
with their current levels in Latin America. In this case, the countries
with relatively high import coefficients would tend to reduce them,
supposedly by resorting to intensive substitution or restriction, until
they had acquired the same structure as the countries where substitution
is well advanced (see figure VI). : The two ¥stimates should be con81dered
" 'as representative of a process of intensified import substitutlon or -
restriction, .

Estimate A shows that if exports expand at the rate of 2.7 per cent
annually, the gap in transactions on current account would amount
to 1,300 million dollars by 1965 and 1,500 million by 1970 (see table 43),

The deficit revealed by estimate B would be 1,600 million dollars
by 1966 and 2,500 million by 1970. In both cases the potential deficit
would tend to exceed the current level,. It should be borne in mind that,
as in the case of the other hypotheses, no provision has been made for
amortization of current debts or the servicing of new investment and debts,

According to estimate A, the import coefficient would drop from its
present level of 11,2 to 10,5 in 1966 and 9.7 in 1970, Its decline is a

/Table 43
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Table 43 .

LATIN AMERICA: g/ PROJECTIONS OF IMPORTS AND OF THE POTENTIAL DEFICIT ASSUMING
" A 3 PER CENT INCREASE IN THE PER CAPITA PRODUCT AND EXPANSION
IN THE PROCESS OF IMPORT SUBSTITUTION

(Millions_of dellars at 1960 prices)

ndf tur
Income Expe °8 Doficlt
from Profits and -
rolivs Amortiza- ourrent
. experts interest on Defioit on tion of acoount
ear or period of goeds olf Tetal ourrent
— foreign _ existing and
and net imports ascount
tourist .';/ investment debts 3/ amortization
trade of existing
and loans debts
1959 7 980 7 600 - 1070 .. 867 ~690 -1 070 -1 760
1960 8 310 8 130 1170 9 300 «990 -1 150 ~2 140
1961 8 530 8 300 1 260 9 560 -1 030 -1 40 -2 170
Avarege 1950-61 8 280 8 oo 1170 9 180 =900 -1 120 -2 020
. Hypothesis A
1966 9 960. 9 880 1 390 1 270 -1 310 =790 -2 100
1970 11 280 11 370 1 430 12 800 «1 520 - =390 -1 910
o Hypothesis B o
1966 9 960 10 220 1 390 11 610 ~1 650 =790 -2 o
1970 11 280 12 420 1 430 13 850 -2 570 -390 -2 960
g/ ‘Exo).udi;:g Cuba,
_b/ Inocluding net services,

¢/ Tentative estimste. - -

/Figure VI
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product of the trends in the follewing countriess Argpntina (from -
8.3 to 8,0 and 7.7); Brazil (8,4 to 6.9.and 5.6} Colombia (7.6 to 6.3);
Mexico (11,1 to 8,5) and Venezuela (17,5 to 12,1 In most of these
cases such reductions would be very difficult to achieve, especially as
more capltal gpods would be needed to step up the product's rate of
gruwth. i - . : R

~ Estimate B env1sages a slower decllne in the average import coefficient
from 11,2 to 10,5 in the course of the decade. . It is, however, expected
‘:that Venezuela's import coefficient,. which is 17.5\at present Wlll be
drastically reduced to 10.4 by 1966 . -

It is thus generally apparent from both estlmates that dur1ng the
sixties the total import coefficient would have a limit ‘of approximately
10 per, cent, which may be hard to achieve under certain development
condltlons, partlcularly if capltal goods reqnlrements are taken 1nto
account, . '

RN

To sum up, the dlfference between requirements and commitments"
under the head of profits-and interest on current investment and debts

-.--on the one hand, and projected exports on the other, would fluctuate

from 1,500 to 2,900 million dollars by 1966 and:from about 2,000 to
over 4,000 million in 1970, depending on whether import substitutlon
and restriction increases sharply or whether the same pattern of 1mpbrt
demand is maintained as in the past, . e

- The condltlons, the profitability and the efflclency'w1th which
the Latin American countries would.be able to press forward with ‘the
process of import substitution and achieve the mimnimum targets specified
will not be dealt with here, In any case, whatever doubts are entertained
about these projections, it is obvious that unless Latin Americd improves
its externzl’ pulcha31ng power it will not be able to increase its present
rate of growth. ‘ . .
The potentlal deflclt revealed in the hypothe81s of a. 3 per cent
-rate of growth would have to be covered in some or all of the following
wayss o - ) e -

. {a) Increasing the purchasingApowEr of traditional exports;
- (v) E{pandlng the volume of tradltlonal exports,

i(c) hosi ver51fy1ng exports so as to share in -the market for manufactured
' products; :

(a) Inten;si:f:y%pg import substitut}zon,within reasonable limits; ~ -
-(e) Obtaining adequate international financial co-operation.

B
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'E. DEVELOPMENT POLICY, FOREIGN TRADE AND INTERNATIONAL
- FINANCIAL CO+OPERATION

.o
>

1. Need for integrated:internal and external °

development policieg in latin America

A study of the economic and financial status of the Latin Américan
countries, and an evaluation of their development prospects within the
existing world panorama, makes it clear that a deliberately-planned economic
development policy must take into consideration, simultaneously and on an
integrated basis, both internal and external problems.

The inadequacy of the means projected in the preceding chapter, even
for the attainment of growth targets as modest as that of 2 per cent per
capita, calls for energetic measures which will enable available production
capacity to be fully utilized, the productiviiy of resources improved and
national savings increased, in order to form the additional capacity
required for the acceleration of the present rate of income growth.

Even if significant co-operation or financial assistance were obtained
from abroad, this alone would not suffice to ensure social and economic
development, without the introduction of the basic reforms that ECLA has
been insistently advocating. ’

The acceleration of the rate of development, whether 5 or 6 per cent
per annum is the target proposed, fundamentally depends upon the formation
of capital whose import component averages 24 per cent for the region as
a whole, and in many countries is much greater.

In turn, the raising of income levels and the expansion of internal
economic activity necessitate increasing quantities of fuel, intermediate
products and certain consumer goods, despite the intensification of the
import substitution and restriction processes discussed in earlier pages.

Consequently, during the next five or six years, imports will have
to be increased to substantial figures, whose orders of magnitude, as
indicated in the projections analysed in the preceding chapter, speak for
themselves, whatever may be the objections to analyses of this nature.

It is therefore a wide gap that opens between import requirements and
current financial commitments under the head of investment and loans, on
the one hand, and, on the other, the capacity for payment that Iatin America
is likely to have at its disposal, given the circumstances and prospects
that may reasonably be foreseen today, unless the external factors limiting
the region's economic growth take a turn for the better.

This gap will have to be filled by means of a substantial improvement
of external purchasing power, in terms of exports and of international
financial co-operation in conditions that represent a less heavy burden than
is implied by external financing today,
‘ /No tegchnical
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" No technical analysis can overlook the fact that there will be
a period of transition before’ 1nternal ‘reforms and a new structure of
foreign trade, whose execution depends upon decisions that must be adopted
by the industrial ‘countries and the international financing centres, can
ensure the new structural conditions required for development. During
this interim, there will have to be an increase in domestic investment
and in imports from outside the region. To achieve the latter, Latin America's
only resourcés are its traditional products, and the new conception of the
means and ends of 1nternatlonal flnanc;al,co-qperation that should be
developed. o : .

2. ansion of external purchasing capacity 'as ornie of the

_ kex objectives of ILatin Ameglca's development pol;gx - T

Consequently, 1nvest1gatlon of" the 00531b1e means of 1mproving
Latin America's external. purchasing power, and the formulation of practlcal
proposals to this end, is one of the substantive topics of the present .
background ‘document for the United Nations Conference on Trade d&nd Development.
In the projections that-were analysed in the preceding chapter, one of the
hypotheses adopted was that exports would increase by 2,7 per cent annually
during the decade. under discussion. In connexion with this hypothesis
three observations seem very much to the point., In the first place; if
the- present terms-of-trade position deteriorates, export volumes will have
to expand in the same proportion to allow the-proposed purchasing~power
target to be attained. - Secondly, an external purchasing power which
increases  at the rate indicated will ‘not suffice, especially in the immediate
future, to meet lLatin America's import.requirements, if our countries ars-
to aspire to improve their rate of growth, Iastly,:the hypothesis in
question may be considered unllkely to. be fulfilled, if due account is
taken of the limiting factors that have operated up to the present and -
threaten to ‘become more serious in the future, . S

e
-

(a) Need to 1gprove E; chasing power in terms of Iatin America's traditional
~trade items = = . _ ) '

It has already been pointed out that. the factors limitlng potentlal
demand for the basic commocitles produced by Latin America are of a structural
character in some cases; iiiile others - those that have ~xerted most influence -
derive from thé policy pursued by the industrial countr: es, particularly
those of Western Europe, which has resulted in the oustlng ‘of ILatin Amerlcan
products from local and world markets. -

P

Consequently, the Iatln Amerlcan countrles' p0851b111t1es of 1ncreaslng
their purchasing power on the basis of their primary exports fundamentally.-
depend upon the decisions.that the industrial countries are prepared to adopt
This is why at the present time the industrial countries carry a supreme
‘responsibility in relation to the economic development of ILatin America and
of the developing areas,  in general; on their attitude and on their decisions
will depend the course that may be taken by Latin America's development
and the structure of its foreign trade.

/In addition,
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In addition, the incorporation in world trade of developing areas
with competing lines of production has not been without its effect., The
problem will have to be tackled through the agreements which in one way
or another may be concerted with the countries in question.

The problem of basic commodities will be discussed later in the

"~ present document in connexion with the traditionally exporter areas and '
with the expansion of trade to new regions. As regards the former, it is
natural that in face of a deteriorating situation, the immediate objective
should be to prevent its becaming still worse, Nevertheless, as was shown
in the preceding chapter, this is not enough, since existing conditions are
already highly unsatisfactory. :

The measures suggested in the present document constitute an attempt.
to shape an integrated policy for producer and for importer countries.
Such measures must make for the expansion of exports and the improvement
of prices; that is, in the last analysis, they must help to raise the .
aggregate purchasing power of Latln America's traditional export commodities.

(v) Expansion of tragg_;n baqig_cammodities with other areas

The possibilities of exporting Latin America's traditional products- .
to other areas should be explored with a view to the diversification of markets,

In this context, consideration should be given to other'developing'
countries and to the centrally-planned econamles, since the expan31on of -
trade with these areas has been very limited, in relative terms.

There are two essential aspects of the question of the expansion of
trade with the centrally-planned economies: one relates to the prospects
of these countries opering their markets to latin America's traditional
products, by limiting their own self-sufficiency targets, or relaxing their
restrictions on consumption in respect of some of this region's major export
items; and the other to the possibility of discovering formulas for institu-
tional arrangements by virtue 6f which trade can be carried on despite the
differences between the economic systems of the areas concerned, A point
of special importance is that negotiations.would be greatly facilitated and
trade encouraged were the centrally~planned economies to establish transfer-
ability of bzlances within thelr own area and, eventually, with other parts
of the world.

Naturally, primary-commodity trade with developing areas encounters
insurmountable difficulties in respect of some competlng lines of productlon
or of items to which local protection is accorded; it is clear, however, -

that -possibilities of speeding up such trade would exist in relation to.
;mportant basic commodities, if the purch381ng power of the areas in questlon
ncreased. .

/3. Need for



throggh the incorporation of new items - ‘.«m"

C The only short-tenm.means of bettering its position that.. Latzn America
has" at its disposal is to achiéve improvements,;directly or indirectly in
the realm of its traditional .export, commodities which would represent
relatively substantial volumes of additional purchasing power,- With the
passage of‘time, however, structural factors.will once again come 1nto play,
and will tend to keep the formation- of . external purchasing .power below the
level required for developmént. Ilatin America will therefore have to .
diversify its" export trade by introducing new‘items. e ERT

To obtain sanetion for measures and conditions essential to the )
achievement of this diversification must be another of the fundamental -
objectives pursued at the United Nations Conferenoe on Trade and Development.

The process of, diver81fication should be-conducted on a complementary
basis and. along several lines; namely: (a) by incredsing the degree of :
indistrial processin of primary commodities for -export; (B) by incorporating
in the-primary commodities category new items in respect of” wvhich Iatin America
enjoys competitive advantages; -and (c) by contributlng to_world market
supplies of manufactured goodse™ - '~

The new export lines should be considered in.relation both to the
industrial countries with whem traditienal trade links are m31ntained and -
to the other areas represented by the centrallyaplanned economies and by
other developing areas. , : i o .

A new ‘Mexport consciousness“ w1ll have to be developed and a consistent
policy formulated and put into effect within the Latin American countries,
and, at the same time, as far as possible, preferential treatment must. be-
obtained from the industrial countries and the.other ‘areas, .or appropriate:

agreements.:established with a view to attainment ef the ob;ectlves of. .such
a diversification policy. ; LBl .

Chapter III (B) of the present document is_devoted to the disoussion

of this question of export diversification.” - :

Special mention must be made’ of exports of manufactured goods. The
analysis. formulated in chapter-III (C) of.the present document shows that
Iatin America is capable of developing competitive advantages on the basis
of which it could expand its trade in.suth items.- What is asked of the
industrial -countries in the way of concéssions or. preferential.treatment
is very little if their levels of production and’ incdiie are taken into.-
account, ‘but the gain to.latin America over a p0351bly short” period of time
would be relatively significant from the standpoint of strengthening its
‘external purchasing power and enabling it to cope with its import requirements
at the level of a less insecure and vulnerable foreign trade structure.

In chapter III (D) specific proposals are analysed which mlght
constitute the policy objectives to be discussed at the Conference in this

context. Jhe Immediste and
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L, Immediate and medium-term objectives for development
' .and_foreign trade policy

In short, the suggestion formulated in the present document is that
the industrial countries with higher income levels should take part in the
formulation of an international policy to promote the economic and social
development of the Latin American countries and of developing areas in
general, by means of an expansion of foreign trade channelled through
s structure designed to serve the interests of all with greater efficiency.

The end pursued is that these countries, adopting wider views and aims,
should take the decisions.that are needed if foreign trade is to cease
constituting a bottleneck in relation to our economic growth and once again
become an instrument for the development of countries with low income levels,
in accordance with a conception appropriate to present world circumstances
and prospects,

It is patent that the policy followed by the financial and industrial
centres is far from conducive to the optimum utilization of resources, and .
that this redounds to the immediate and considerable detriment of countries
with low levels of living whose trade has hitherto:specialized in primary
lines of production. On the other hand, whatever -increment in the purchasing
power of the developing countries was achieved in one way or another would
be increasingly used to buy capital goods and intermediate products from
the industrial countries.

In the immediate future, the ILatin American countries, like the other
developing areas of the world, must depend upon their traditional export
commodities, and it is on the basis of these that they must increase their
purchasing power., The establishment of the practical mechanisms of an
international policy with this aim in view constitutes an objective whose
attainment is a matter of pressing necessity.

Part of the additional purchasing power acquired would be immediately
earmarked in the developing countries for the investment needed to effect
read justments in specific branches of primary production, wh11e their foreign
trade was being gradually diversified,.

5 Co—operation and finaﬁbial assistance for develoging countries

In so far as the structure of the world economy precludes the develop-
ment of a foreign trade capable of satisfying the requirements of developing
countries for the purposes of attaining satisfactory rate of growth, it will
be necessary to devise appropriate mechanisms for.a practical system of
co-operation and financial: assistance that will help to close the. gap between
the import requirements and the purchasing power of the developing countries
in question. In any event, such assistance will be indispensable to help
these countries through a transition period. .

/The study
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The study of the region's financial status in the present document
shows that the balance-of-payments positions of the Latin American countries
have reached a crisis which will become still more acute as a result of
the magnitude of forthcoming commitments under the head of interest and
amortization payments on outstanding debts, in the case of many countries
in the region. Various considerations and circumstances lead to the
conviction that the gap cannot be closed on the basis of direct investment
alone; nor is it conceivable that the Latin American countries would be
in a position to cope with further amortization and interest cammitments
deriving from new debts, Consequently, whatever increased external financing
is provided will have to be arranged on a basis of deferring and reducing
interest and amortization payments until the transition period is over.

In this field, international financing institutions and foreign
governments should participate in setting up a consistent system, such
that international action is geared to the establishment of stable economic
and financial conditions whereby countries with low income levels may be
enabled to attain minimum development targets.

It is in this connexion that the present document suggests to the
Conference on Trade and Development, in essence, the determination of
a foreign trade and financing policy which may become the instrument of
the economic development of those two-thirds of the world'!s population that
enjoy not more than one~fourth of total income,

It is not a matter of agreeing merely on pacts or measures relating
to this or that group of commodities; nor would the problem of the developing
countries be solved by transitory assistance, however generous, because at
most such aid would only alleviate conjunctural tensions., On the contrary,
this is an opportunity to reach agreement on basic measures which will
present the developing countries with the new world picture to which
reference has constantly been made; and in this context everything must
depend, in the last analysis, upon the decisions that the countries with
higher income levels are prepared to adopt,

/Chapter IT
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Chapter II

THE MAIN OBSTACIES TO AN EXPANSION OF LATIN AMERICA'S
FOREIGN TRADE

. A, GENERAL CONSIDERATIONS

The foreign trade problems confronting Latin America and their
effect on the rate of grewth have been described in general terms in the
preceding chapters Let us now consider more carefully the obstacles which.
have been largely responsible for the adverse trends in the external sector.
More specifically, let us analyse the foreign trade policy of the main:
areas and their effect on Latin America's traditidnal trade, the position
of the chief traditional export commodities, the difficulties and :
limitations affecting the export of manufactures and the imbalance in
the foreign trade of invisibles, Llastly, an over-all evaluation will be
attempted of some of the principal changes which have occurred in Latin
America's foreign trade as a result of these factors.

In the present analysis of Latin America's foreign trade problems,
particular attention is paid to factors on the demand side, Those relating
to the supply side are considered only with respect to specific items,
not because of any desire to under-estimate their importance out merely
because their solution depends more on the internal decisions of each
country or of the region as g:whole and less on decisions taken at the
international level, although these may facilitate the adoption of internal
decisions and ensure their effectiveness,

B. THE TRADE POLICY OF THE MAJOR AREAS OF THE WORLD AND ITS
EFFECT ON LATIN AMERICA'S TRADITIONAL TRADE o
A broad study of the forelgn trade policy applied by the prlnclpal
industrialized’ centres reveals that its more important charactzristics
are: 1, a desire to achieve a high degree of fluidity in respect of .
reciprocal trade in manufactured products, fuel and basic raw moterials
for industry; 2, discrlmlnatory treatment and high internal taxes on
tropical agricultural commodities in' some European countries and liberal
treatment of these same commodities in the United States; 3, a generally
restrictive policy on temperate agricultural commodities both in the
United States and in ‘Europe, although the methods applied are not the same.,

As far as the countries with centrally planned economies are concerned,
their development plans have resulted so far in a policy of import restriction-
on a number of consumer goods of concern to Latin Amerieca, although there
has recently been some indication of a p0531b1e change in this policy.

. . -
< - -

/The complex



. ke T

sl o= 4

The complex mechanisms and methods through which these trade policies
are applied preclude further generalizations; a more detailed study must
therefore include specific references to each of the areas which have a
major impact on world trade. This is done in the sections below, except
for the questions of trade with the centrally planned economies; which is
taken up in other chepters of this -stadyi”

1. The forel@ tggge of the Lm.ted State

etudy of the effect of United Shates pohcy on Lat:m Amerlca*s
foreign trade will show that the measures applied to agricultural production
are clearly the main factor., These measures have produced major changes
in the relative position of these countries which have traditionally
had a share of the trade in certaln products ’ part...cularly temperate
grlcultural conmod,ltles. . ‘ S

 The system of pmce supports - 1n1t1ated mmedlately after the '

_A'Depressa.on — has led to a considerable’ increase. in output Production- -

" rose to peak levels ~Whlch are still being maintained in spite. of' the

accumilation of stocks, Subsidies, for their.part, have increased. the -

flow of experts from the United states and have. enabled them to .compete -

on advantageous terms against.exports from-the less developed -areas., - i.

United States eXport‘fs of..a group of: agmcultur&l commodities consisting: -

of ‘grains and grain products, vegebable oils and fats, oilseeds, ‘edible. -

animal fats and oils, unprocessed” farm products and cotton ~ have ircreased -
in value from an anmual average of 425 million dollars in 1936-1940 to

over 2,800 million dollars in 1956—60, . in 1960 they amonnted to 3,350 million
dollars, pr 16.5 per cent of %otal United States e)&pox s \see ‘table m.;}. ) -

" The mcentives promded by the dlrectr subs:uh.es to agrlculture and -
to exports _have, of ¢ourse, been largely- responsible. for the sharp rlae '
in United States exports of apgriculturalicommodities. In 1960 these--
_subsidies amounted to nearly. 4,700 million .doklars, and were only sllghtly
‘below that figure in 1961 (see table -45), .Of major importance, too, were
United States exports of agricultural commodities through non-commercial
channels, chiefly in conformit.y ‘mth Public Law ABO of l95h. 1/

o

1/ Public Law ABO (195&) declares it to be the policy of Congress.mto expand

JAnternational trade. among- the United Statea and -friendly nati ons, to-

facilitate the convertibility ‘of currency, to promote the economic .. .

stability of* Amemcan agrlculture -and "the national welfare ’ to make ‘_;;j-

maximum efficient use 6f surplus agricultural conmmodities in furtherance

of the foreign policy of the United States, and to stinfilate and facllitate

the expansion of foreigh trade in- agmcul‘tural ‘commodities produced a.n .

. the United States'by prov:.dlng a means whereby surplys agr;cultural '

commodities in’excess of ‘the usual marketings of such commodities may ‘be
... .sold-through:private tradé-channéls; and- fbrelgn ‘currencies accepted in’

payment therefor. It is further the policy to use foreign currencies
. .-<which accrue.torthe United :States “under this Act to €xpand 1nternat.1enal
" -~ trade, to encourage’sconomic™ development, to" purchase ‘strategic’ materlals,
to pay United States obllgatlons “abroad, to" promote collectlve strengbh,
and to foster in other ways the- forezgn policéy of the United States.®
(Section 2 of Pule.c Law 480, 83rd, Congress,)

/Table 44
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Table 44
UNITED STATES: EXPORTS OF SELECTED AGRICULTURAL CGMMODITIES, 1936-1960.
© (Millons of dollers) o

.- " . 1

-

7 v q

: ) " Average )
S TR ol oty agke- agm- g6 W5 18 1% 1960
vt 194 :- 1945 1950 - 1955 - 1960
‘4‘Grai‘rza' and preparations 1‘0‘5" 174 1205 11b3 1 a6 1 370 1 297 1 lizo 1 650
,“yegetable oils e.aé't’a.ta ' B ’45 77 119 211 218‘ 185‘ 22 200
011 ~seeds 4 6 99 132 272 - '2145 - ;17 ‘5“18 361
Animal oils and fats o . '
edible 7. - w0777 & % 68 77 St 63 63
Dairy produots 8 182 201 9k ‘112 ;. v T96 87
Cotton, wmamactared - 283 152 64 7@ 798 1 059 661 w2 968
4, Sub=total li25 66é 2 280 2 340 2 857 3 090 2 515 2 56} 3 349
. B. Total United States
exports 3167 9922 11673 15196 19019 206N 17 745 17 438 20 300
A as percentage of B 13,k 6.7 19.5 15.4 15,0 14,9 14,2 17 1645

Source: Statistical Abstract of the United States, 1961,

/Table L5
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Table 45
UNITED STATES: SUBSIDIES FOR ACRICULTURE AND FOR EXPORTS OF AGRICULTURAL COMMODITIES, 1954-1961
(l_%,_i’lliéns of dollars)

1954 1955 1956 1957 1958 1959 1960 1961

Agriculture 540 1075 1 846 3 564 3 242 3 ush 3 568 3 433

Commedity Credit Corporation,
change in value of agricul- '
_tural stocks © - - 1 700 1 686 1577 231 510 740 1120 895

Total 2 2o 2 761 3 423 3 795 3 952 L 2ol 1 688 4 328

Source: Statistical Abstract of the United States, 1961, p. 371

/The volume



The volume of commodities exported under these conditions in the
financial year 1961-62 represented nearly 1, ;600 million dollars or 31 per .
cent of current United States agricultural’ commodlty exports (see. table 46).
Ratios fluctuated widely in that financial year depending upon the commodity
concerned ~ from 23 per cent for maize and 2k per cent for cotton to 29.per
cent for edible. vegetable oils, 44 per cent for rice-and 70 per cent for
wheat, . ‘ ¢ S e

The agreements reached as of 30 June 1962 under the provisions.of
Law 480 represent about 10,850 million dollars, of which 7.7 per cent .
concern exports to Latin Amerlca itself, For a single item ~ wheat = these
agreements involve over 67 million tons, or two and a half times the total
volume of Latin America's exports for the: period 1954~1962, which is
approximately when the agreemenis were reached. Payment is made in the
currency of the country of destination, with.credit facilities for as long
as thirty years and- subsidies of up to 60 per cent of the value of the
exports, 2/ It is therefore quite clear that these transactions have
severely reduced Latin America's prospects for a share in the expandlng
world market for these commodities, This in no way minimizes the importance
of the aid which these transactions represent for some developing countries;
including those in Latln America.

Special protectlon is also granted to local sugar producers, The .
United States is the world's largest sugar importer and under its protective -
measures local producers are assured.of 50.per cent of the dormcstic market,
secure from foreign competition and at compensatory prices. Imports are
subject to quantitative restrictions based on two types of quolas 1, by
country, with preferential quotas granted to the Philippines and the Latin
American countries; 2, the global quota, designed to meet consumption
deficits by purchases on the world market., The global quota is subject
to variable import duties (similar to the EEC!s "Variable levies") which
absorb differences between the domestic price in the United Svates and
the world market price, The country quotas, on the other hand, are subject
to lower taxes (a fifth of those levied on the global quota) which in
practice enable the countries concerned to obtain a higher net price than
is paid for sugar imported under the global quota, Spurred by these
incentives, local beet production rose by some 50 per cent during the past
fifteen years. Even though Latin American exports are granted preferential
treatment, it must be pointed out that quantitative restrictions and
discriminatory measures reduce the prospects for sugar exporters wishing
to trade in the United States market,

The United States is also the worldfs largest importer of red meat,
However, lLatin America's share of this market is very small in view of the
restrictions imposed on health grounds, On the other hand, there has been
a considerable increase in United States imports of meat from Australia

2/ Mesgage from the Pre51dent of the United States, June 30, 1962 Weshlngton,
Pe Oe
/Table L6



Table 46

mmzb STATES; EXPORTS OF AGRICULTURAL COMMODITIES UNDER PUBLIC LAW hao,
FISCAL YEAR 1955/62

(Millions of dollars)

15455k 195%/55 to
Type of export 1%58/59 1959/60 1960/61 1961/62  1961/62
{rive years) (@t ght years)
Total, Public Law 480 5059 114 131 1572 9
Mutual Security exports 1 636 167 186 74 2 063
Current exports of agrﬁulturai '
semmodities 12 3% 3 207 3 389 3 L9 22 L8y
19090 k4517 Lo 5139 33692
Exports under Pubiio Lav 480 as
percentage of total United
States exports 26 . 25 28 3 27

Source; Sixteenth Semiannual Report on Publie law 480, Washington, 1962,

.....
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and New Zealand, countries in which health problems do not arise and
whose flow of exports is being diverted from ﬁhe Unlted Kingdom to
the United States market. - : A

The combined- efféct of the measures referred torabove - coupled with -
factors of 'a different type -~ may be seen from the-relative position of
Latin America’and North America — including Canada, because of the type
of data available - in the world's exports of'the pr nc1pal temperate
agricultural commodities (see table h?). o~ o

There have recently been some changes in this policy, .designed to
reduce incentives to agricultural output in the United States through
restrictions on acreage placed under seed and lower support prices. 3/
The United States, moreover, consults the exporter countries concerned -
whenever it must sell its surplus in their areas of influence, However,
there is some difficulty in forecasting the extent to which these changes
may reverse the conditions adverse7y affecting Latin America's prospects,
particularly in view of the high prices prevailing on the United States
market and the possible effect on these prices of diminishing inventories
and the recent increase in trade between the United States and the )
countries with centrally~planned economies, Moreover, the intensive
campaign uridertaken by Uruguay and Argentlna against foot-and-mouth
disease may lead shortly to a reopening of the United States market for
Argentine meat,

With respect to raw materials and fuels, United States irade pollcy

has been generally favourable, However, an increase in Latir Americam-- - ... . __

exports to the United States is being presented by tariffs and irport
quotas designed to protect domestic production, particularly of petroleum *
and copper.

For petroleum, existing provisions are more liberal fo* neighbouring
sources of supply (Mexico and Canada) than for other exporters. Moreover,
import quetas are adjusted on the basis of the output of United States
oil wells, Many import regulations derive from the peculiar, highly
monopolized, organization of the international petroleum market,

The different customs tariffs applied, depending upon tie stage of
processing of the raw materials concerned, also have a major impact on
Latin America since they discourage the area from developing its own
processing facilities and from engaging in any activity designed to export
raw materials in more advanced stages of processing, which would help
to increase the value of its raw materials exports, This problem will be
dealt with in greater detail in other sections of the present study,

2, The trade policy of the Furopean Economic Community

The agricultural policy of the countries members of the European
Economic Community - Belgium, France, the Federal Republic of Germany,
Italy, Iuxembourg and the Netherlands - has been generally characterized

3/ 1In the case of wheat, for example, the support price to be applied in
the year 1963-64 represents only 50 per cent of parity.

movLa- ry



Table 47

NORTH AMERICA AND LATIN AMFRICA: EXPORTS OF SPECIFIC

COMMODITIES AS A PERCENTAGE OF
WORLD EXPORTS, 19341938,
1950-52 AND 1959-6%

. (Persentaga)

North America

Latin Anmerice

Ttem
1934~ 1950~ 1959~ 193%- 1950~ 1959-
1938 1952 1961 1938 1952 1961
Vheat 36 75 62 24 10 3
Barley 15 45 50 1 8 Ty
Meize 8 51 53 65 26 20
Cottonseed and oil 1 35 67 19 12 é
Iinseed and oll - 22 38 n 52 49

Souroce: Cemmodity Survey, 1962, page 11, table 3e
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by a desire to achieve self-sufficiency in temperate agricultural commodities
and by restrictions and discriminatory measures in favour of associated
African territories with respect to tropical commodities, The aim of
achieving self-sufficiency in temperate commodities is not new since it

was already present well before the establishment of the European Common
Market for reasons related to the balance of payments problems of the .-
countries concerned,  Although these problems had been solved by 1950, the
objectives set forth.in the Treaty of Rome provided further justification

for the selfnsufflclency whlch the signatory States are attempting to achieve,

The Speciflc measures into which their policies have been translated
vary widely, depending upon the type of commodity, the importing country's
own agricultural production and other factors, A detailed examination .
is therefore essential in order to indicate clearly the characteristics
and scope of each system.

Tropical commodities have been dealt with comprehensively in studies
undertaken by different international organizations, particularly GATT and
FAO, Here, the chief obstacles to Latin American trade are high internal
duties and charges, high distribution costs for these commodities in
EEC countries, and the preferential treatment enjoyed by imports from
associated African countries.

The influence of first factor mentioned has been particulariy strong,
as may be seen by comparing the unit import value of each comr.dity with
the price actually paid by the final consumer: for coffee, tue average
import price is 23 to 48 per cent of the retail price, the retio varying
between 38 and 45 per cent for bananas and only 9 to 22 per caut for cacao,
In other words, the European consumer pays from two to ten times the import
price for these commodities, Such high surcharges, even if pa-~ily ezplained
by the cost of processing prior to distribution to the consur-: , mst
obviously reduce the demand for these.commodities in the markeis of the
Buropean Economic Community.

A few figures will help to show how far these differenc:s are due to
internal charges on the commodities concerned, For example, La ;960
and 1961 total duties and charges levied by EEC countries on ..-tin American
coffee amounted to nearly 700 million dollars, whereas the income received
by the supplier countries (in terms of the f,o.b, value of their coffee
exports) was only 600 million dollars,i/ (See table 48.)

High distribution costs for tropical commodities in European Common
Market countries have also had a considerable influence. For instance, -
these costs in Germany and Italy are 280 per cent and 190 per cent higher,

L/ According to the Executive Director of the International Coffee Organiza-
tion, in 1962 the Federal Republic of Germany alone collected 190 million
dollars in domestic taxes and coffee, Import duties of IDM per kg.
produced another 50 million dollars, Thus, duties and charges on
coffee in Germany in 1962 amounted to a total of 240 million dollars,
(The Times, London, 27 August, 1963,)

/Pahle L2t
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LATIN AMERICA: EXPORTS OF co*‘“EE 76 TRE mn_opmn momc o
: cowmrx-rv, 1960 AND 1961

o ‘ .:Vo"umeu ' Fiseal. oharges .
Destination g - " fin do-wars) -
. . {tons)
; Per ke . - Tetad
Federal Republie _ : : o R N
of Cermeny . o 354 570 1.38 » ... 4By 306 600
Franse 87 554 Oeli2 36 789 400
Netherlands - . 102294 001 .© . - 1023000
Italy . - %0 418 .10 . I 154 459 800
.Be_l,_._giuma.nd . _ . :
Luxembourg A 82.956, 0609 ¢ .. . 7HG5 000
Total L e §82 24k 800

Source: Exports. table 29, Bolct in de Estadfstica de la "‘ederacib*x Nacior.al de "a."eteros,

28, Bogota, July 19'::?;

Fisca.l charges. Survey ox' the Brazilian qufee Institute.

+/respectivély; than
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respectively, than in the United States, which seems to imdicate that their
high level can hardly be attr:.buted to the cost of process:.ng. S:Lmllarly,
it is estimated that in 1962 the distribution ¢osts referred to amounted,
in the EEC countries, to 650 million dollars fer 670,000 tons of coffee,
the f,o0.b, export value of which was 500 million dollars,

The - preferentlal tariffs granted by the mc countrles to the:n_r
overseas associates - 9,6 -per cent for coffee and 5,4 per cent for caca.o -
are not yet in force but may be expected to channel demand towards African
exports, What is most important, however, is that France has imposed
quantitative’ restrlctlons on tropical commodities from out51de the franc
area and pays léss for them, - A" commof éxternal tariff of 20 per cent. is .
applied to “bananas, but Iitin American bananas are denied. access to.France
and Ttaly, which obtain their supplies from-their former colonies., “The
Federal Republic of Germany, for its part, avails itself of an exceptlon
authorized by the Treaty of Rome and untll the African territories are in -
a position t0 meet its quantitative and qualitative requlrements the
Federal Republic of Germany will import, free of duty, about l;50,000 tons
a year from :.ts traditional Latin American suppliers, :

. The restrictions imposed by the EEC on temperite agrlcultural .
commodltles a.re both quantitative and in the form of limitations aoplled
‘through the price mechanism,

‘ An example of the i‘ormer is’ beef wh:.ch is subject to. a quota of
22,000 tons and a tariff of 20 per cent. “While additional quotas are
sometlmes authorized, particularly for the Federal Republic of Germany
“and Italy, official representatlons made to the Community by Argentlna and
- Uruguay have i’ailed to brlng about more liberal treatment fc“ beei’ '

"Cereals, for the:f.r ‘part, are marketed in the EEC under a system of
price supports , prices being pmnsmnally fixed for each individual )
member country until they are equalized in 1970, when all obstaclés to
the movement of these commoditles within the Cormunity will have
disappeared,5/ - While there ’are no quantltatlve restric¢tions 'mder the
" present system, access to tlie nisrkets of -member countr:.es is in fact
governed by variable lev:x.es , désighed %o raise the final cost abdve the
local produciion price, These variable lévies are sl:..ghtly higher. than
the existing difference between the c,i.,f, price of a-specific cereal
on the so-called’ "international® market "and the corresponding domestic
support price, . “Member countries can 1imit their price ‘support to a
specific quantn.ty produced domestically, - For difistance, France has* .
limited its support of soft wheat prodiction in 1962-63 to 7.2 million tons.

The size of these.varfable levies varies.from.country to country and
from product to .product, For soft wheat, for example, they amount to
- 58 per cent 6f ‘the ¢ ol f. prlce 1n the Netherlands and - 102 per cent. in the

* 1

5/ The European Feonomic Commumty i's now studylng a FI'ench Proposa]_
to apply uniform prices within the Community as from 1 July 1964,

/Federal Republic



Federal Republic of Germany, with ratios between these two in France,
Italy and Belgium, For maigze, the ratio varigs from 7 per cent in Italy
to 97 per cent in Germany (for more details and other commodities, see
table 49). -

Pork, eggs and poultry are also subject to official price schemes
and imports are governed by variable levies identical in nature and
purpose with those applied to cereals,

In the case of sugar, the Community has been self-sufficient
since 1959-60 thanks to high official price supports for sugar beet and
to the protection against outside competition provided by the common
external tariff of 80 per cent,

As a result of these practices, the prices fixed in the Community
for specific agricultural commodities are far higher than world market
prices (see table 50),

Tables 51 and 52 provide additional data on the different prices -
paid in recent years to wheat ‘and meat producers in various countries,
which is a further indication of the scope and effect of the policy of
subsidies, Suffice it to show, for purposes of illustration, that in 1961,
for instance, a wheat-grower in Argentina received 38 dollars per ton of
wheat, compared with 65 dollars in Australia, 67 dollars in Canada and the
United States, 82 dollars in France and over 100 dollars in West Germany
and Italy, '

In the case of raw materials and fuels, protectionist or discriminatory
measures are not normally applied through the usuwal instruments of tariffs
or quantitative restrictions, However, as pointed out in connexion with
the trade policy of the United States, this does not mean the® marketing
conditions are completely unrestricted or that an adequate share of the
market is available to the less developed countries, In addition to the
different tariff rates applies to raw materials depending upon their
stage of processing - which prevents the developing countries from exporting
them in a more advanced state of refining or manufacture — preferential
treatment is granted to areas other than latin America, largely because .
of the direct investments which some EEC countries have made in certain '~
areas, For example, Belgium imports most of its copper from the Congo
(Leopoldville), while Latin America ranks high in United States copper
imports, Similarly, in 1961, France imported relatively much less iron
ore from Latin America than did Italy,

3. Ihe trade policy of the United Kingdom

The United Kingdom is the world's largest importer of foodstuffs, its
annual purchases:exceeding 4,000 million dollars, or one-fourth of the worldfs
food imports, Hence, its trade policy is particularly significant in temms.... .----v
of world trade in foodstuffs, , o '
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Teble 49

AVERAGE SLIDING=-SCALE DUTIES APPLIED TO IMPORTS OF GRAINS FROM THIRD COUNTRIES,
AS A PZRCENTAGE OF THE CIF PRICE, FROM AUGUST 1962 TO MARCH 1963

Soft

Country wheat . Rye V Barley Oats Matize - Sorghun
Belglum 75. - 30 - - Lo - 2é yy 64
Federal Ropublic of Germeny 111 & 89 63 97 - 106
Franee 70 _32 i 21 61 79
Ttaly ok 57 7 4 7 35
Netherlards 68 n 39 26 30 I

Source: FAG, Reglomal Econemic Imtegration (Ge63/10), 12 September 1963, pe 5, tabls 3
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Table 50

tgonars E’ ton)

R

World market 6100 6Be0 9.0 1!+3.o -
Belgtum~Luxembourg % 1 62840 960.0 ) ' ';5.1.0”;
Pederal Repiblie of Gormary  110.0 1580 986 .0 303.; '
France 84,0 1 512.0 507,0 263.0°
Ttely 108,0 1 359.0 873.0 e
Notherlands™ ~ ~86.0 -

1 012.0°

. ,-.%3_.0 e ma

Source: Revue du Marché Commun, No. 52, November 1962, p. 423
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Table 51

FRICES PAID 70 WHEAT PRODUCERS IN 1959/60

(TP

. .Qlollita_r .eénts:ge:- kilogramme ) el R R

Courtry 1959 - 1% .. w8
Australis 62 6e3 645
Foderal Republic of Germanmy  10.1 948 | ‘.10.3 .
PFrance 7.7 841 8'.2
f B ) A
Italy 10.4 10,9 1046
Argentire . 346 4e5 . ‘ 3 9'8
Camda 6.1 6.7 . 647
~ Undted States . 6ol 6ot 6.7

Source: PAO, Production Yearbook 1962,
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Teble 52.

PRICES OF BEEF PER 100 KG LIVE WEIGHT IN THE COUNTRY OF ORIGIN

(1961 dollars)

Country 1961
Argentira 10,8
hustralia 45.93 o/
cana.?a. 48,34
Podez:al Republic of Germany + 58435
New Zealand 36407 a/
United Kingdom 50453
Untted States 5423

Seuroe: Meat, London, 1963,

&/ 100 kg. clean carcass meat.
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.As in the case of the Unlted St&tes ‘and the European Economic -
Commtmlty, here too lLatin Americals e;xports are affected by restrictions
and dlscnmnatory measures deriving from:domestic agricultural policy and-
from the preferential treatment enjoyed by .the Cormonwéalth, As a result
of these.and other factors, Latin Americals sharé of the United Klngdom s
market 1s relata.vely small and is grow:.ng smaller. A

It should nevertheless be po:.nted out that: notmﬁ.thstandlng the
factors mentioned, the policy of the United Kingdom with respect to. =
temperate commodztles is less prejudicial to the interests of the Latin’
AgenEgcan countries.than 1s the po]icy applied by the Umted States or |
the !

‘ Domestic agr:.culture is pmtected not through prlce-finng, purchases
at incentive prices, or taxes which affect the value of imports, but .
through direct subsidies to producers, The price supports aimed at through
these subsidies are appiied to livestock (cattle, sheep, goats and pigs)
and to other livestock products (eggs, wool, milk) and to wheat, barley,
oats, rye, potatoes and sugar beet, Also subs:f.dlzed are the use of
fertilizer and lime, improved farming methods, sanitary measures, ete, The '
effect of these subsidies will be more reada.ly appreciated when it is
realized that they amownted to 959 million dollars during the agricultural
year 1960-61,

While the British farmer sells his producc on the domestic market
at prices which fluctuate freely and are generally lower than the support
price, the Treasury subsequently makes up the difference by granting him
additional subsidies, These official British prices are considerably
higher than those prevailing in the traditional producer countries.

In 1961 they were virtually twice the Argentine price for wheat, over
three times for barley and two and a half times for beef cattl=z,

It should be pointed out, however, that the British scheme is an
improvement over the EEC system in one respect: the consumer does not have
to pay the high prices guaranteed to the farmer, Hence, these do not have
the effect of curtailing demand, unlike schemes which directly affect
consumer prices,

With respect to discriminatory measures, the system of vreferential
tariffs under the Ottawa Agreement (1932) establishes tariffs for commodities
produced outside the Commonwealth: 10 per cent ad valorem for wheat flour,
barley, rye and rye-flour, 20 per cent for tinned meat, 0.75 of a penny per
pound of chilled beef and 0.66 of a penny per pound of frozen meat &/ On
the other hand, wheat and maize, two of the most important cereals imported
by the United Kingdom, are tarifi-free,

[ The incidence of the last two tariffs mentioned 1s relatively low
with respect to the c¢,i.f., value of imports, this being largely due
to the increase in the ex-Ottawa price of beef, influenced in turn
by the devaluation of the pound sterling from 4 dollars to 2,80 dollars,

/The United
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The United Kingdom also applies discriminatory measures to some
tropical commodities, including bananas, sugar and coffee, in order to
give a predominant share of its market to Commonwealth producers., For
sugar, preferential treatment ‘amounts to 10 per cent ad valorem; imports
from non-Commonwealth countmes form a very small share of the total (less
than 10 per cent), an insignificant portion of which is supplied by latin
America, Under the Commonwealth Sugar Agreement, Commonwealth exporters
are guaranteed a market of 245 million metric tons for which the United
Kingdom pays the sellers unlfor.m prices subject to annual review, The
differences between these prices and the "free market" price (either the
London or New York price) have been considerable in past years, sometimes
being higher and more recently lower,

With respect to raw materials and fuels, the comments made in connexion
with the trade policy of the United States and of the EEC countries also
apply to the United Kingdom, While there are no formal restrictions or
discriminatory measures, the former are applied through regulations
discouraging imports of processed raw materials and fuels, while de facto
discrimination is practiced through preferential treatment granted under
market arrangements in favour of raw materials and fuels from the Common-
wealth, as will be shown in greater detail in later sections,

./C. 'POSITION



Cy-:. FOSITION OF THE HAJOR EXPORT COMMODITIES

P

" The earlier. sections descr:.bed in broad outl:me the trade policy .
pursued by the major count.r:Les in temms of the foreign trade of developing ~
countries,. A clear feature of this policy is that it lacks uniformity,
While some general traits may be discerned; the treatment and position of _
each particular commodity may be very different. Hence, the references
made should be -supplemented by more detailed background data giving a
clearer picture of the position of a group. of commodities, including the
most important from the standpoint of Latin Americals traditional trade..
With this end in .view, tropical commodities, temperate- connnod:.tles, and
raw materlals and fuels, should be discussed separately.

Latm Amerlca‘s exports ofxcoffee, cacao and bananas amounted 4in 1961
to 1,622 million. dollars; or slightly over 18 per cent-of the areals total
exports, If cotfon and'sugar - also produced in some developed countries -
are added, the value of Latin American exports rises to 2,750 million
dollars, or nearly 32 per cent of Latln Americals total exports in 1961. )

Latin Amerlcan expor'bs of trop:,cal comrnod:.tles -~ particularly coffee,
cacao.and bananas - are at present .directed chiefly to the United States,.
which in 1961. absorbed Lat:m American . exports in the following percentages:
coffee, 58 per cent; cacao, 65 per cent; bananas, 45 per cent., This is’
largely because of thé discriminatory measures applied by some Buropean
countries since the Depression, The United States, on the other hand, d:Ld
not resort to these restrictions and discriminatory measures, .In 1961
the EEC countries as a whole absorbed 19 per cent of-Latin America’s coffee
axports, 23 per cent of its cacao exports and 20 per cent of its banana
exports, the corresponding -figures for the United Kingdom being 1 per cent,
3 per cent and 0.3 per cent respectively., . For coffee, .the EEC country
which has discriminated most severely. since__th’eADepi'es'sion is France. Vhile
the Latin American coffee imported by France in 1930-32 represented an
anhual:average of over 80 per cent of its total coffee purchases, Latin
America's share in 1961 fell to 23.per cent, French imports hav:mg shifted
in i‘avour of countrles within the franc area.

The sharp drop in Latin America's share of* ‘the F*‘ench coffee market
is not due so much to the imposition of tariffs as to quantitative discrimi-
natich based on the origin of the commodity. In fact, France has undertaken
to purchase 170,000 tons of coffee,a year from the frame 'zone countries
and recently signed an agreeuent- wa.th the Ivory Coast: for the purchase, at
a special price, of 100,000 tons-of coffee a year for the next. five years. v

The position with respect to the othérAEEC countries is ‘different.
Between 1955 and 1961, West Germany, Italy and the Benelux countries
:Ln_crea.sed their total coffee imports by 66 ‘per cent and~~their..c_ofi‘ee impor'ts

2/ Economic Commission for Africa, European Integratlon and African Trade

(E/CN,14/STC/L, 23 August 1962),
/from Latin



..105..’

from Latin America by 63 per cent. On the other hand, France increased
its total coffee imports by 8 per cent during the same period, but its
coffee imports from Latin America declined by nearly 19 per cent.

Tariffs were, on. the other ‘hand, “the decisive method of discrimina=-
tion practised by the United ngdom. Latin America's share of this
market dropped from 49 per cent in"1930-32 to 27 per cent in 1961, when
it imported only 16,400 tons from that area,

The effects of discriminatory measures were no less severe in the
case of bananas, Latin America is the chief supplier to West Germany
and the Benelux countries but does not export bananas to France and Italy
because of the quantitative restrictions imposed by these countries in
favour of their overseas associates, Thus, in 1961 France imported all
of its bananas from its dependent territories, chiefly Martinique and
Guadeloupe, while the bulk of Italy's imports came from Somalia. In the
same year 67 per cent of the United Kingdom's banana imports were supplied
by the Commonwealth, Latin America's share amounting to some 4,000 tons

only (4 jer cent of the total) in accordance with the small quota allocated
to it. 8

For Latin America, the quantitative import restrictions imposed by
the EEC on bananas during the past few years have been a most alarming
experience, The EEC commission concerned authorized the Federal Republic
of Germany, as from January 1962, to import bananas free of the existing
6 per cent import tax. As a result Gemmany imported 353,000 tons of
bananas tax~free in 1962, It was subsequently authorized to import another
130,000 tons on condition that 7,000 tons came from the countries associated
with the EEC, The same condition was imposed in 1963, except that thls time
some 50,000 tons had to be bought from EEC associates.

Moreover, the effects of the trade policy pursued by the industrialized
countries are reflected not only in. the volume of Latin America's exports
but also in lower prices for the commodities concernede

Thus, coffee vrices have dropped some 30 per cent during the past
few years, This has proved a serious economic loss to most of the Latin
American countries, particularly to the small coffee growers in the area.
Apart from the general decline in world coffee prices, another anomaly
has adversely affected Latin American exports, namely the price subsidies
granted to African coffee by France (which paid 697 dollars per ton in
1960), enabling it to compebe on advantageous terms with Latin American
coffee on the United States market, where it sold at a price some 40 per
cent lower (445 dollars per ton). This, together with the increase in
the consumption of soluble coffee, explains the sharp improvement in
sales of African coffee on the United States market in recent years,

8/ Brazil is not included in the quota but it is not a major banana
exporter,
/International banana
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International banana prices are even more variable than coffee=prices‘.
In 1960, prices for Latin American bananas were 143 dollars per ton in the
United States and 134 dollars per ton in Wegt Germany. .At the same time,
the price f6r banahas imported by Fra.nce from the Cameroons was 186 dollers
per toh, and 201 dollars per ton for bananas. Jmported from Guadeloupe. -The
United Kingdom paid .twice as much for bananas.from Jamaica as it did for
Latin American bananas. . Such. sharp price variations cannot be attributed:
to preferentlal tariffs since these are low (20 -per cent in France and a .
specific charge of 7 shillings 6 pence in the United Kingdam, or. abouk
13.7 per cent) but_are mainly due to the system of. quantitatlve restrictions
based on_the orlg:m of the commod:x.ty‘ A :

Wlth respect to cacao, pra.ces on. the varlous markets ‘are about the
same for cacao of similar quality, although.the preferential treatment
granted by the EEC to its African associates does, in.fact, mean that .
they receive a higher price.,  As a rule, prlces have dropped sharply:; duringx
the past few years in view of .the increase in production but this trend
has récently been reversed because of the reduction in Latin American
output. 9/

. Merely for purposes of J.llustra’clon, it might be pointed.out -that if
in 1961 France and the United Kingdom had imported from Latin imerica the:
same percentage of their total consmptlon as in 1930, their addltlonal
purchases from that area would have represent.ed, at 1961 prices, a. total
additional f.o.b, value of some 120 million dollars.

This est:lmate is based on the follomg conmderat:.ons.

(a) Befqre the franc zone. was formed and the United Kingdom resorted
to prei’erentlal ‘treatment in its coffee :unports, Latin America supplied ..
the bylk of the coffee imported by the mdustrlallzed countrles of Europe;

(b) Subsequently the Unlted ngdom, and more partlcularly France, ',
establlshed a system of. preferences and. encouraged coffee-growing in their
colonies . m.th a view to replacmg their purchases from Latin Americaj

(¢) Africals share of the market mcreased not only in the Federal )
Republic of Germany but also in other countries which did not resort to
diserimination - Sweden, Norway, Switzerland, United States, etc. - although
not to the same extent as in France and the United Kingdom,. ,

The same reason:mg is valid for bananas.‘ However, the low cost of
Latin American bananas precludes competition from Africa or. Asia. The )
opposite is true of Latin American cacao, which costs more tha.n Afrlcan .

9/ - Output dropped 6.4 per cent between 1959/60 ‘and 1961/62, accord:mg
to FAO (Production: Yearbook 1962). IA-ECOSOC.(Economic &nd. Social

" Survey 'of Labtin America, 1962) estimates the reduction at: at 25,1 per
cent between 1959/60 and 1962/63. In spite of the discrepancy, both
sources agree that output has declined in absolute terms,

/cacao, a
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cacao, a factor that must be added to the preferential treatment granted
in Europe. _ZL_Q/ '

Las’cly, it should be po:mted out that the International Coffee Agree~
ment, in effect for the period'1963/68, may affect the world market condi-
tions described above, through its system of éxport quotas, adjustable
every three months, which cover virtually the entire world coffee market,
While it does not contain specific provisions relat:.ng to prices, it is
hoped that the agreement will help to balance. supply and demand and that
it will reduce price fluctuations through its system of quotas, permanent
consultations among the producers concerned, market studies and its
support for abolition of existing restrictions (preferential tariffs,
import duties, internal ta.xes, etes)s The undex'balung by exporter countries
to adjust their output in order to avoid surpluses — in accordance with
targets to be set by common agreement after the agreement has been in force
for one year -~ is expected to introduce a measure of discipline into the
coffee trade, So far it has not had any effect on market prices other
than to stabilize them at the very low levels they had already reached.

2, Cotton and sugar

Cotton and sugar, unlike the three commodities mentioned above, are
exported by both developed and developing countries and, while chiefly of
concern to tropical areas, present problems similar to those of temperate
agrlcultural commodities,

Cotton production in the United States, favoured by a policy of
subsidies, far exceeds domestiz consumption and this leads to the accumula- .
tion of surpluses which find their way into the international market,
partly through exports effected under the provisions of Public Law 480,
These exports, stimulated by subsidies estimated at about 27 per cent of
the f.o0.b, value, amounted between July 1954 and 30 June 1962 to 7,1 million
bales for a value of nearly 1,050 million dollars. Moreover, these sales
were not confined to developing countries ~ there would at least have been
some justification for such a policy; on the contrary, many of the agree-
ments were of benefit to countries with a relatively high income., It is
estimated that 41 per cent of the cotton exported during the above-
mentioned period under Public Law 480 went to countries like France, Italy,
Finland and Austrla, as well as to Poland and Spain,

The United Kingdom and the EEC countries are not major cotton
producers and their cotton imports are not subject to restrictions or
discriminatory measures worth mentioning, As a result; Latin America _
has been able, over the long term, to increase its share of the world - - .

10/ For confirmation, see "The achievement of co~ordination in Latin
American trade policy: relations with the European Economic Communlty" .
Economic Bulletin for Latin America, Vol, VII, No. 2, Santlago, g
October 1962, partlcularly paragraph - 84 and table h concernlng coffee.
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cotton market in spite of the problem i%t faces in competing with the United
States, which subsidizes its exports and effects its sales under non-
commercial financial arrangements. 11/

] Cotton can be grown economically in areas with a cooler climate than
is required for coffee, cacao or bananas, However, the developed countries
have much less land suitable for cetton-growing than for the production of
wheat and even of maize, Thus,. the United States is the only cotton
supplier among the developed countries, and even there the area suitable
for cotton-growing is much smaller than the land available for producing
temperate commodities, The absence ef restrictions and discriminatory
measures in the world cotton trade and the relative lack of land suitable
‘for cotton-growing in the developed countries are the main reasons why
Latin America had increased its production a.nd expor'b of cotton in spite
of United States cotton policy,

The position with respect to sugar is quite different, United States
production being unable to meet the requirements of consumer demand, .the
difference is met through imports regulated by the quota system designed
to facilitate purchases at prices above world market prices so as to reflect
the high production costs in the United States, Sugar is thus the only
major commodity exported by Latin Amerlca to rece:.ve preferential treat-
ment in a developed country,

The European Economic Community only occasionally imports sugar, its
imports being designed to supplement inadequate supplies due to poor crops,
as has happened recently, The United Kingdom, on the other hand, is a
major importer but grants preferential treatment to the Commonwealth through
purchase contracts specifying volume and prices, which differ from those
prevailing on the world market,

Several factors have contributed to the change in sugar marketing
econditions during the past few years, In the first place, climatic condi-
tions for beet production were unfavourable in Western Europe and in the
countries with centrally planned economies, producing a deficit in areas
which are normally self-sufficient or -are even exporters. For the 1962/63
crop year, the sharp drop in Cuba's output increased the world sugar deficit.
Secondly, the suspension of United States sugar purchases from Cuba led to
stronger demand on the free market., These various factors did not all arise
at the same time, Loss of the beet crop, for instance, did not take place
until trade between the United States and Cuba had been interrupted, In
fact, suspension of United States purchases of Cuban sugar was only partial
until 1960 and did not become total until after that date; the drop in
European production, on the other hand, occurred during the past two
seasons (1961/62 and 1962/63). However, sugar prices did not reach a
peak until the end of May 1963, this being due to the fact that the

11/ TLatin fmerican exports increased from an annual average of 1. 7 million
bales in 1934~38 to 3,8 million bales in 1961-62, amounting respect=
ively to 12,9 per cent and 25,1 per cent of total world cotton exportss
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production shortage has been offset by liquidation of existing stockse .. ..
Inventories at the beginning of the 1959/60 season in the major exporting -
countries amounted to 3.3 million short tons of centmfugal sugar, ccmpered
with only 1. 6 mllllon tons during the same period in 1962/63.

' 'These various factors were respons:.ble for an unusual mcrease m :
‘the price ofsugar, which reached its peak level in the middle of 1963 and
has been’declining slowly but steadily since, In 1960 the price of raw
sugar on the world free market was 3,14 dollar cents per pound, rising to .
an’ average of 7,66 cents per pound in the period January-Jlme 1963, mth

a peak of over ll cents at. the end of May, - . . ‘

The redistrlbution of Un::.ted States :meort quotas stmulated produc-
tion in- severdl. Latin American cowntries. Latin America (excluding Cuba)
produced 7.8 million tons of sugar in 1958 and 8.7 million tons in 1962,
However, future growth may be limited by the substantial investment

required for new sugar ref:l.nemes md the fact that .current condltlons
may not last,’ . _

A speclel intemational agreement also exi.sts for. sugar. - In force
since 1958, the International Sugar Agreement. never succeeded in covemng
even half the world sugar market, -While the. agreement was to remein-in
effect until 1963, its provisions were in fact suspended upon termination
of existing trade agreements between Cuba and the United States, The
sugar agreement, like the coffee agreement, concerned export quotas,
including. regtﬂ.auon of production, limitations on the size of domestic
stocks, etce The size of the export quotas was adjustable on the basis"
of price fluctuations within a specific range and the quotas were to be -
abolished whenever the price .exceeded 4 cents per pound., At present the
international price is over 10 cents a pound,.and the two major. dmporters -
~ the United States and the United ngdom ~ whose combined imports
constitute fiore than half the world total, have preferent:.al import arrange-
’ ments outside the agreement. ‘

re

3.“ Temmra.te ggrlcultural c%odltie

In 1961 Latm Amencan exports of five temperate agrlcultural commo=
dities - medt, maize, wheat, linseed oil and wool.~ totalled slightly over
750 million dollars, While this figure then represented only 8.7 pér cent
of Latin Americals total. exports, the -commodities concerned play a very
important part'in the foreign trade. of some Latin American countries,
représenting 60 per cent of Argentina.'s total exports. and 80 per cent of
Uruguay's. s . -

Of the comodities mentioned, wheat has.been in the most dlfflcult
position as a result of the self-sufficiency policy of the developed
comntries and their growing role - particularly in the case of the United -
. States - as exporters of wheat under non~commercial price and flnancmg
conditions, Thus, while the United States share of world trade in wheat -
rose fram 7.3 per cent to 4k4.9 per’ cent between 1934-38 and 1961-62, Lat:m
America's share during the same period dropped from 19,9 per .cent to

5.4 per cent,
/For the
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For the financial year 1960-61, United States exports of wheat
- or more accurately of wheat and wheat flour expressed in terms of
wheat - sold wnder government programmes amounted to 12,3 million tons,
or 70,6 per cent of the comtry's total wheat sales, Moreover, as in
the case of cotton, sales under non-commercial conditions were not confined
to developing countries but included a large share (slightly over one-third)
to developed countrles. :

Apart from th"e United States, the policy of price subsidies to local
producers in other developed areas has led to chaos on the world wheat
market, France, whose internal production costs are 19 per cent higher
than the world market figure, exported 1,3 million tons in 1961-62, The
Federal Republic of Germmany, where prices are 44 per cent higher than the
price of Argentine wheat delivered to a European port, exported 1 million
tons ‘of wheat flour, including sales to- Bol:t.v:La and Paraguay, thanks to
large subs:Ld:x.es.

The Unlted Kingdom imports most of its wheat from the Commonwealth
and Latin America's share of this market is under 5 per cent of total
imports, virtually the same.as its share of the EEC market (4.5 per cent).

The provisions of -the International Wheat Agreement in force for the
period 1962-65 have not been effective enough to cope with situations as
complicated as those just mentioned, If the Agreement is to cover most of
the trade in wheat, its operative provisions concerning rights and obliga-
tions will have to be sacrificed, particularly those relating to purchases
of specific quantities at pre~established minimum prices, At the same
time, the importance of the agreement has been gradually reduced by the
predominant position of the two chief exporters - the United States and
Canada - and the pressure of surpluses which tend to increase transactions
under special conditions as regards price and currency of payment,

The situation is not as serious with respect to maize, although there
are still some problems, The tendency of the developed countries. to become
self-sufficient in meat has increased their fodder import requirements and
this has broadened the market for maize, Thus, Argentina has substantially
increased its maize exports during the past five years and in 1961 it
exported 3 million tons, However, this figure is still well below the
5 million tons it exported annually in 1937-39,- The relative position of
Latin America as a whole has also worsened considerably, its share of the
world market having dropped from 55 per cent to 25 per cent between 1937-39
and 1960, while the United States increased its share from 17.1 per cent to
49 per cent during the same period, The United Kingdom imports barely 3 per
cent of its maize from Latin America, its chief supplier being the United
States, which is also the main source of supply to the EEC. Latin Americals
share of the EEC market is slightly over 28 per cent. Moreover, price
variations are narrower than for wheat although the level will probably
remain relat:wely low in order to compete with other fodder used for cattle
feeding in the developed countries.

/Latin America



Latin America is in a somewhat better position on the world meat
market, Argentina continues to be the world!s main supplier of beef,
followed by Australia and, more recently, by France. In 1961 France
exported over 100,000 tons of beef, which is one-third of Latin Americals
total exports, Since the production price of mcat in France is twlce as .high
as in New Zealand and very much highér than the price of Argentine beef .: e
delivered on the London market, ‘the _situation can only be explained by * :
the policy of discrimination practlsed within the EEC to the detriment o
of the developing countr:.es and the:l.r prospects for a larger share of :
the exporb trade,

The geographlcal dlstmbutlon of the trade in meat 1s qu:.te different
from that -of the troplcal conmloditles. - Latin America's share in the EEC
countries is about 17 per cent; and it continued to provide 28 pér cent of .
the United Kingdom's Amports and less than 15 per cent of the meat :unported
by the-United States (mainly from Mexico and Nicaragua), Latin America's
small- share of the.United.States market is due not"to protectionist
measures (the United States having increased ‘its imports from Australia- - -
and New Zealand), but to health restFictions against foot-and-mouth disease,
which affect more particularly exports from Argentina, Uruguay and Paraguay.

The restnc’ca.ons placed 1n the U;uted States on meat from Argentlna,
Uruguay and Paraguay: may eventually be lifted, particularly ih view of: =
the successful results achieved in the campaign to eradicate foot-and-mouth
disease, Latin America's share of the United States market could then be
expected to increase, On the other hand, the pos:l.tion is smuch -more serious
with respect to the "EEC .countmes. "The c‘Ira.ft regulatlon on beef includeés -
points which can only arouse misgivings, particularly ia view of the -
intention, sometimes expressed,. that ‘the EEC shall in time become v:.rtually
self-sufflclent. MoreQVer, the, dlrect and mdlrec’c subs;.d:.es granted to -
helped to keep world mea.t .prices low. Moreover, the Mcerta.:mty ereated
by sporadic access to ‘this market, “and’ at unsatisfactory prices, discourages.
the Latin Apnerlcan countr:.es from. adoptlng a v1gorous product:l.on policy .

Last.ly, the two remaanlng eomodlﬁles - wool and linseed oil ~are
subject to much fewer. restrletn.ons since they are industrial‘raw materials
and, as such, are granted generally favourable treatment under the tariff
policy of the developed countries, While in 1961 wool represented only

2.9 per cent of Latin Americals total exports, it was an important export .
item for Argentina (15 per cent of its total) and particularly for Uruguay
(63 per cent). "There is no danger of the EEC countries attempting to become
self-sufficient in woel as théy only produce 9 per cent of their: “equlremmt&
‘Moreover, man-made f:.bres have not affected wool's share of total world
'flbre consmnptlon, whlch remams at 10 per, cent. W e R : ',

As a. rule, wool may be J.mported freely into tﬁe developed ccmntrles. k
The only: restrlctlona in force are applled by Portugal ‘(import kicenSes, -
discriminatory measures and additional charges), Denmark (import licenses
and discriminatory measures) and Spa:m (mport llcenses, dlscr:mmatoz'y
measures and additional ‘charges). : e
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.h. Ores and fuels

Latin Amerlca‘s exports of petroleum and petroleum products, copper,
tin, and iron, lead and zinc ore in 1961 totalled about 3,200 million’
dollars, a value equivalent to 36.7 per cent of the region's total exports.
In the same year, petroleum and petroleun products alone accounted for

gvii' one~fourth of total Latl.n American exports, for a value of 2 ,300 million
ollarse .

As a rule, world trade in ores and i‘uels is not’ sub,]ect to h:.gh
customs tariffs and at the same time other restrictive or d:.scr:.mnatory
measures are far less severe than those levied on agricultural commodities,
Sometimes, as in the case of the United States! petroleum and copper :unports,
tariffs and quotas are imposed in order to protect domestic producers; at
others, there is some slight tariff discrimination aimed at accordlng "
prefereritial treatment to associate territories. However, the main -~ - °
difficulties in this field stem from factors of a different kind, to’ some "
of whlch brief- reference 'm.ll be made below, '

One such factor is the clrcmnstance that the most important o:x.lf.velds
in the area are in the hands of foreign enterprises whose similar interests
in other areas and connexions with the principal centres of corsuuption
determine the direction in which trade flows, This precludes the less -
developed countries from taking an active 'part in decisions on tho noricting
- of the product concerned. In many cases cxports are cffected in the form
of ecrude fuecl or wnrefined ores which, besides limiting foreign exchange
earnings that wight be derived from exports at a more advanced stage of
processinges This applies, for example, to copper and tin, the refineries -
of which are in the United States and Europe, and to some extent also to
Venezuélan petroleum,

The forego:mg is reflected in the varying share of dlfferent under-
developed areas in the markets of various industrialized countries, In
1961, for instance, the United States imported half of its copper from
Latin America, while Belgium's imports came from the Congo (Leopoldvillé); :
60 per cent of the United Kingdom's lead imports were from Australia, New
Zealand and South Africa, and only 3 per cent from Latin America, whereas
Italy imported 45 per cent of its lead from Latin Amerdicaj while 12,4 per
cent of France'!s iron ore imports were from Latin America and 30 per cent
from Africa (mainly Algeria; Morocco and Tunisia), 40 per cent of Italy's
imports came from Latin:America and 20 per cent from Africa; in 1961 the
United Kingdom imported 13,3 per cent of its petroleum and petroleum
products from Latin America and 3.6 per cent from Africa, while France!s
imports were in the proportion of 6.6 per cent frém Latin America and
32.8 per cent from Africa (chiefly the Szhara).’

The Organization of Petroleum Exporting Countries (OFEC) was set up
in September 1960 with a view to improving marketing conditions and raising
income derived from petroleum, The original members were Irany Irag,

Saud:L Arabia, Kuwait' and Venezuela, with the subsequent :.ncorporutlon ‘of

A
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Indonesia, Libya and Qatar, and the participation as observers of Nigeria,
Algeria, Trinidad and Colombia, In article 2 of the Agreement the Member
Govermments decided the following:

That the Oil. Companies should be required to maintain their prices
steady and free from all unnecessary fluctuations; that the Member Countries
should endeavour, by all means:available to them, to restore present prices
to the levels prevailing before the reductions; to ensure that if any new
circunstances arise which in the estimation of the 0il Companies necessitate
price modifications, the said Companies should enter into consultation with
the Member or Members affected in order fully to explain the circumstances.

Article 3 of the Agreement adds that the "Members shall study and
formulate a system to ensure the stabilization of prices by, among other
means, the regulation of production, with due regard to the interests of
the producing and the consuming nations and to the necessity of securing
a steady income to the producing countries, an efficient, economic and
regular supply of this source of energy to consuming nations, and a fair
return on their capital to those investing in the petroleum industry,"

It is common knowledge that Latin America's petroleum exports
constitute one of the main sources of foreign exchange. The United States
is the chief buyer of Latin American petroleum, and imposes various types
of restrictions designed to protect the domestic petroleum and coal :mdustry.

As far back as 1932 a tax of 21 cents per barrel was levied on crude
petroleum imports, which was reduced in 1952 to 5~1/4 and 10~1/2 cents per .
barrel according to the quality of petroleum. The United States reserved
the right at the time to establish quantitative restrictions on imports of
products connected with national defence,

Voluntary quantitative restrictions of up to 7 per cent also began
to be imposed in 1952 on petroleum imports other than from Caznada and
Venezuela,

In 1959 the gquantitative restrictions became compulsory and covered
both petroleum and petroleun products, and affected imports from all
countries except Mexico and Canada, thus discriminating against Venezuela,
Import quotas are allocated to United States refineries ;'m. proportion to
their processing capacity, However, when its geographi~al location prevents
a refinery from making use of its import quotas, it may te.‘:q%fer its share
to another coastal refinery, and through this transfer cbtains a benefit
which, in fact, represents an import duty on petroleum and, in turn, amounts
to a subsidy for those refineries which only process United States crude
petrcleom, ) .

A further aspect of the restrictions concerns :import quotas of fuel
oil, a product ccmpeting with coals. Fuel oil does not seem to be affected
by national defence problems, as in the case of crude petroleum and other
petroleum products, but here protection of the United States coal industry
seems to have been the prevailing concerri,
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All these restrictions are aimed not only at maintaining in the
United States a proportion of domestic production consistent with national
defence needs, but also at affording proteetion for local petmleum produc—~
tion whose cost is usu,a.lly higher than 1n Venezuela. A

The position of the EEC countries is’ still undef:.ned and they are
engaged in discussing their future policy, which will not be difficult to .
enforce owing to the fact that several of- them import petroleum through
government agencies, Although the EEC countries" produce very little
petroleum themselves, their output of coal is substantlal and production
costs in general are higher than in the United States, ' Measures affecting
the interests of the Latin American countries may therefore be echected.

" Copper imports ‘are not subject to quantitative restrictions in the

developed comtrles. 4 Furt.hermore, unprocessed copper hq.e no import dutles
it is, however, subject %o a-special tariff in the- Unxted States, eoulvalent _
to about 11,2 per cent ad va.lorem, copper concentrates are also subject to
special customs duties which in ad valorem terms are equal to approxlmately
5.7 per cent in the United Kingdom, while Italy and France impose charges
of up to 12 per cent, which in some cases represent preferential treatment
in favour of their overseas associates, On the other hand, there are heavy_._
restrictions and severe dlscrnnmatlon in the case of processed copper
products, i

Neither is iron ore = an increasingly important Latin American export -
subject to tariff or quantitative reéstrictions, - Its position has been
maintained at constant levels or had registered an upward trend since 1952,
but in 1962 some reductions occurred which mlght be mterpreted as symptoms
of market sa’ouratlon. R ce _ .

Al though unrei‘ined tin - a ,maj_or Bolivian export - is also exempt -
from import duties, there are heavy restrictions and discrimination in
respect of the more highly processed product. Its prices on the world
market have registered an upward movement in the past few years, as a :
result of reduced supplies both in Bolivia and Indonesia, but this trend
is likely to be curbed by competition in tin substitutes such as aluminium,
which may prove more suitable at certain price levels. There is dh Inter-
national Tin Agreement in force from 1961~66 .whose primary purpose is to
establish a buffer stock which will help.to stabilize the world price by.
means of purchases of tin when the price falls below a certain level and
its sale when a given ceiling price is exceeded. As a result of steadily
rising prices which for the second time in twenty-eight months exceeded
the ceiling contemplated in the agreement, the latter in’ fact became.
inoperative since ‘the stock of tin was exhausted. Moreover, the Unlted -
States ~ which is the main importer with strategic.reserves amownting .
to over 350,000 tons, i.e., the equlvalent of . two. years' world produc'c,:.on -
is not a party to the Agreement. o . .
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D, OBSTACLES AND RESTRICTIONS IN RESPECT OF_EDCPORTS OF MANUFACTURES

The foregoing sections show clearly that the expansion of Latin
America's traditional exports has been limited by a great many factors,
related mainly to restrictions and discrimination imposed by the
industrialized countries, The persistence of such obstacles and their
severe repercussions on Latin America'ls prospects of accelerating its
development would have justified an attempt further to diversify exports
from the region, primarily through exports of manufactures and semi-
manufactures, The fact that this did not happen is largely due to
combination of adverse factors which falled to provide sufficient encourage-
ment for such an attempt or prevented the attainment of satisfactory results,

Some of the abowe-mentioned obstacles are similar to those analysed
in connexion with traditional export commodities, Others are more concerned
with intemal problems and difficulties in the region, which are easily
explained when it is not only a question of expanding an existing trade
flow but of embarking on new export lines., It would be well, therefore,
to make a fairly thorough examination of the nature and magnitude of the
obstacles in question, distinguishing between those deriving from
restrictive and discriminatory practices in force in the industrial centv*es,
those deriving from the region's industrialization process, and those
concerned with transport, distribution and marketing problems,

1, Restrictive and discriminatory practices in world trade
in manufactures

Any effort on the part of the under—developed countries to initiate
and expand exports of manufactures and semi-manufactures to the principal
developed areas faces a series of obstacles and artificial barriers of
varying importance and of different patterns or incidence according to the
country concerned, The following are some of the main obstacles of
that kind: _ »

(2) Tariff levels

A common feature of tariffs is the progression in rates of duty
according to the degree of processing which the products in question have
undergone, Most raw materials are imported duty-free or at neminal tariff
rates not exceeding 5 per cent, save in exceptional cases vhere the duty is
fiseal in nature (e.ge tobacco) or where a certain measure of protection is
given to domestic agriculture or mining, On the other hand, a higher tariff
level usually exists for partially manufactured goods, while for final
manufactures or end-products the rates become progress:.vely higher, reaching
levels often prohibitive even for producers located in countries where
industry has achieved an advanced stage of efflclency.
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In the leather industry, for example, hides'and skins are imported
practically without .duby in'most countries (in the United States the rate
- payable on cattle hides is h per cent:’in-the European Economic Community
countries imports are duty-free; in the United Kingdom they are also
duty-free when not cured), Bovine cattle leather," on- the other hand, is
" dutiable at an average rate of 11 per cent in the United States, 10 per’
cent under the EEC common éxternal tariff, and 10 or 15 per cent in the
United Kingdom, For travel’ goods of leather the rates rise to 21 per.
cent (weighted average) in the United States, 19 per cent in the EEC and
up to 30 per cent in the United Kingdom, Likewise, for leather ‘¢lothing,
the United States rates run from 25 to 40 per cent and over (with'a -
welghted average of 28), while for footwear a rather similar tariff structure
applies, Another éxample is that of wool, which in the United States and
the EEC countries is subject to a tariff of up to 20 per. cent, depending
upon its degree of processing,-- Meat.extragt is subject to a tarlff of
from 3.to 30 per cent dependmg upon de size of the container,

In t.hq case of metals, mos't. countries allow ores to be imported
duty~-free, but impose duties which fluctuate between 7 and 15 per cent for
'szmply-processed forms such as ‘blocks, bars, bloams, etec, If processing
is carried a stage further (e.g. plate, shéet, strip or wire) the duties
increase by.a few percentage points; while. for tubes, pipes, flttings and
-other’ finished forms the duties in countries such as the United States, the
United Kingdom and Japan are about 20 per cent or more, When converted
-dinto more sophisticated products such as internal combustion engines,
vehicles, electrical appliances and equipment, steel furniture, etc,,

- still higher duties are the rule (frequently fluctuating between 25 and
. 35 per cent ad valorem). :

Table 53 illustrates the progressive nature of-tariffs and at the
same .time indicates the absolute levels of dutieswhich apply in the
developed countries to three categories of non~food products, xcluding
petroleum- and petroleum products. B

It will be observed that, except in the Scmdlnanan coun’cmes, the
average rate of duty for finished products was from 17 to 21 per cent, as
compared with O-4 per cent for unprocessed materials and 11—16 per cent for
intermmediate products destined for further transformation prior to final
use, If less industrialized countries outside Europe are considered, still
higher tariff levels for manufactured goods are found; "In Australia and
New Zealand, for instance, tariffs of 45~55 per cent apply to most products
competmg with local industry; while in the developing areas of Asia (as well
as in Latin America itself) the combined level of duties and surcharges on
the less complex forms of manufacture present an insurmountable.obstacle
_for the producer wishmg to obtain entry to the market, .

The existence of preferen’clal trading areas such. as those of the
British Commonwealth and the Furopean Common Market fnrther hand).cap the
Latin American exporter in the overseas market, .

P
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Table 53
_ TARIFF LEVELS IN DEVELOPED COUNTRIES FOR NON-FOOD COMMODITIES
(Most-favoured-ne.tion regim e) .

v Peroemages ad valorem {or equivalent) urweighted averages

United United switzer

. = GCanada J

Item or group . States Kingdom Aus'tris Denmark Norwsy 5\!&!. 1and .a.pa.n

A+ Crude materials.

Textile fibre é o 2 0 0 0 0 2 0 0

Hides and skins 1 0 2 0 0 s} 0 0 0 3

Timber 0 y 5 2 0 0 ) L 0 4

Rubber _ 0 0 . 0 0 0 0 0 0 0

Minerals, non-metallls 2 o} 8 8 0 0 0 3 2 1

Fertilizers 0 0 6 L 0 0 0 2 0 0

Animal and vegetable materfal n.es. U ° 7 3 o 0 0 1 1 2

Metallis ores y 0 0 0 0 o )} 0 [ 0
Totel &/ 2 0 ) 2 0 ) 0 2 ) 1

B, Intermediate products i o

Textile yarn 20 10 18 10 3 7 6 7 13 .8

Leather and furs 20 12 15 12 12 20 7 5 16 .24

Timber 11 12 14 13 2 5 ) 11 9 18

Psper -9 14 1 13 L & 3 16 16 13

Rubber materials : 15 13- 113 ‘6 5 11 7 3 15 1

Minerals, non-metallio 14 10 13 16 2 6 10 1 11 12

Chemicals 30 1. 15 8 2 10 2 8 8 17

Metals 9 8 i 9 2 1 1 5 7 13

of whioh; urwrought Loy 1 3 0 0 0 ﬁ L é

plates and shests 11 10 10 13 3 2 2 10 16

bars, rods,etcewrought 12 lo... 10 12 2 2 2 7 8 17

Total a/ T T 16 11 - 13 1 4 8 5 8 12 il
Ce Pinal products '

Simpler manufactures 22 17 20 22 10 13 .9 9 19 19
Textiles and clothing 29 :18 2h 2k 1 18 1k 12 25 . 318
Leather footwear and furs 25 20 22 . 22 18 22 12 g . 22 28
Wood products - 19 pUl . 19 3 9 5 12 18 16
Paper products - . 16 19 - 18 2k 10 12 -8 12 19 15
Rubber products 19 19 2k 28 -8 L 11 é 20 13
Minerals, non-metallic 31 1% 22 22 9 12 11 10 1L 15
Chemicals 15 1 16 19 7. 9 6 7 1k 17
Metal manufactures ~ 23 16 21 20 6 10 8 10 18 20
Miscellaneous 24 14 19 17 8 12 7 7 19 20

More oomplex manufactures 18 17 2l 18 3 1h 10 Vi 1k 20
Machinery, non-electrical 2. 13 17 - 18 6 10 9 6 9 17,
Machinery, electrical 20 15 23 21 8 13 10 5 18 |18
Transport equipment 1 22 25 21 8 22 13 13 17 30-
Sclentific instruments 28 17 33 13 3. 11. 5 n 17

Tetal - - 2a 7.2 2 8 . 13 9 9 17 19
) o Summary '

Crude materials 2 o 4 .2 0 0 o] 2 0 1

Intermediate products 16 1 13 1. 4 8 5 8 12 1

Fimal products 2 - 17 21 21 8 13 9 9 17 19

Source: National Tariffs:; "Atlantie Tariff and Trade', Political and Eeonamic Planing, London 1962,
a/ Exeluding foods, petroleum and petroleum produsts.
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(b) Quantitative restrictions

While the post-war years have witnessed a considerable reduction
in quantitative restrictions on imports, nearly all developed countries
maintain a few measures of this kind for certain manufactured commodities
imported from other areas, In some cases, the situation is justified on -
balance of payments grounds (e.ge in Denmark, Japan, New Zealand and
South Africa)e In others, the claim is generally made that unrestricted
entry would cause disruption in the domestic market and damage the local
industry, The number of products involved is not large, but they provide.
a clear illustration of the persistence of measures which contribute nothing
towards effectively liberalizing trade and give potential exporters the
impression that there are no sufficiently sound bases to support persistent
efforts towards diversification of exports,

Symptomatic of a reluctance to permit liberalized trade is the
existence of "escape" clauses in the trade agreements of industrialized
countries, the recognition of "peril points" beyond which excess imports
would not be permitted, and the imposition in recent years of so~called
"voluntary" agreements whose prime objective is to protect the local
industry under the pretence or orderly market regulation, For the less
developed countries, where bargaining power is weak and alternative markets
hard to achieve, the acceptance of voluntary restrictions on recently
initiated and as yet limited trade flows has been the only course open to
them, An example of this is the recent long-term agreement for trade in
cotbton textiles, aifecting Colombia amongst other under~developed countries,

(c) State trading

A problem of potential rather than present importence lies in
the absolute power of State enterprises in certain countries to detemine the
source of supplies, thus assuming amenopsonistic position vhich might distort
the usual flow of trade, In the market economy countries, however, State
trading applies in only a limited number of cases, mostly related to the-:
import of tobacco and vegetable oils, The principle involved is nevertheless
significant in that imports of the products concerned are confined almost
entirely to an unprocessed or lightly processed state, the possibility of
an expansion of. exports from Latin America of the manufactured product
(e.g. cigarettes) be:Lng correspondingly remote,

The situation of State trading as carried out by countrles ‘with
centrally planned economies is more complicated, involving problems such as
access to markets, stability and continuity of trade, price and -payment
systems, and the role which the items concerned play in the over-all
development plan of the importing country, These problems are dealt with in
a separate part of this study, .

/(d) Dumping
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{(d) Duwaping practices and subsidization

Latin America'ts exports of manufactures and semi-manufactures
to overseas markels are not dependent only on the pract:.ces followed by
the importing country, but also on those of third countries. In some -
instances, the advantages of lower product.lon and distribution costs . ~
enables ‘them to under-sell Latin Ameriéa.on equal terms (for example, .
the textile industries of Hong Kong, India and Pakistan). In others,
they can compete to better advantage by the adoption of. differential
pricing for export products when the producers concerned wish to obtain,..
or maintain; a foothold in the overseas market, A variant of this
policy applies at times to industries wheére a large part of the costs |,
are fixed, margmal costs be:mg much lower. than average costs per wnit of
production. . : R

Ant:n.—-dump:.ng legislation exists in few countries and its range-of
action is l:um.ted. Where no domestlc mdustry is prejudiced, the importing
country normally shows no interest in curtailing dumping, even in the case
of claims by affected third countries, In recent years no. country, elther
in accordance with pI‘OVlSlOIlS of GATT or 'its own legislation, has had.
recourse to action i‘or the prefventlon or sanct.:.onlng of these practlces. 5

(e) Other restrlctlve or dlscrlm:matorv trade practices

Besides those ment:l.oned, a number of ‘minor restrictions ex:Lst
whlch, if not of significance from a global viewpoint of trade, affect the
marketing of individual items, Mixing regulations, although contrary to N
article III of GATT, apply to the manufacture of certain commodities in
certain countries (e.g. tobacco, oils, margarine, soaps), and ‘the require-
ment that a given percentage should be of domestic origin undoubtedly
influences the flow of trade in the items concerneds Quarantine, sanitary
~and marking regulations have at times also’ ‘been applied in a d:scrmmatmg
“way to restrict the entry of products from a particular country of origin; :
while the point has more relevance in the case of foodstuffs (notably meat) P
in some cases the items concerned' are processed ones (e.g. butter and .. ..
-cheese) Whlch are of mterest to manufacturers in the Latin Américan’ reglon.

related problem consists, in certa.ln instances,’ of antl—dlmpmg
leglslatlon being unfairly invoked to prevent exports from tmder—developed
countries from competing in the local market of industrialized cowntries,
In many cases, Latin American exports (e.g. Venezuslan cement) have been
unable to obtain access to the market of an industrialized country owing
to the method used by the would-be J.mporting ‘country for calculating
prices in"the country of orlg:t.n. Although most requests. for the estaullsh- '
ment of anti=dumping duties in countries like the United States have'béen
rejected, the danger of such action (and the risk of having to pay the .
corresponding duties or to ship the goods back) has sufficed to curb the -
flow of trade,
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Unnecessary or excessive fees and documentary requirements can also
be mentioned as measures restraining trade; but their effect is general
rather than discriminatory in nature, Similar remarks apply to internal
taxes and other revenue charges which, although significant in discouraging
the consumptlon of certain commodities (especially where a graduated tax
structure imposes varying rates on different 1tems), create a more serious
problem for non-manufactured goods (coffee, tobacco, tea, etc,) than for
manufactures.

. 2s Some characteristics of Latin America's industrialization process

The combination of factors referred to in the preceding sections has
in fact been sufficiently powerful to exert a decisive influence on certain
patterns of Latin America's industrial development process, Thesé in turn,
have further wealkened its chances of exporting manufactured goods,

The main question involved is that, under the pressure of balance of
payments problems and other development needs, industry was forced to turn
first and foremost to import substitution, The purpose of industrial
enterprises was to alleviate pressing problems and they consequently
benefited from any necessary incentives and protection measures, Although
in the long run an equally firm poliecy of incentives could have promoted
the development of export industries as well, these could not be expected
to produce results quickly enough to solve the more immediate problems,

To a certain extent, even external interests contributed to that pattern,
For example, new industrial enterprises were frequently sponsored by foreign
firms anxious to maintain their position in the local market through the
establishment of local subsidiaries, thus also benefiting from the general
“climate of protection that was being created,

In short, export was not an objective in the early stages of Latin
‘Americals industrialization, In view of the conditions then obtaining
and the absence of development plans, perhaps it could not have been other-
wise, Be that as it may, the important thing now is not so much to assess
the merits or shortcomings of that industrialization policy, but to point
out that it notably impaired the capacity of Latin American industry to
compete in external markets and that its effects will st:Lll be felt in
the future,

High tariff barriers have often precluded a reasonable amount of
competition that would gradually lead to improved organization of produc—
tion, greater efficiency and a higher level of productivity., DNor was
the establishment of proper systems of quality control considered essentialj;
this proved to be a further obstacle to participation in markets organized
on stricter and more efficient lines, Similarly, protectionism and limited
competition have fostered relat:wely high gross profits, favoured also by
the shortage of capltal which is a typical feature of the developing

. economies,

/These factors
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These factors have, of course, léd‘t'o rel?a'tn.vély higﬁ 'méhzii'i“actbrmg
costs and prlces, to whlgh t.he other factors mentloned briefly below have ,
also contributedi - .. . o

1

(a) Scales of Qroductz.gn o

In many "cases the manufactumng J.ndustry, designed exclus:.vely to
supply domestic markets which are usually very small because of the size
of the population and its low income levels, has chosen techniques which
do not allow it to derive-thé fullest possible advahfc,ge from econonies
of scale, . In others, where the choice of techniques is less flexible,
market limitations have made it necessary to maintain vast. unused capac:.ty,
wlth its consequent repercuss:.ons demv:l.ng from high capltal costs. PR

()" Va.llc..bllltx of credlt ‘and_low interest rat.es R '

The credit restrlct:.ons prevailmg in general 1n the Lat:l.n Amerlcan
economies are well known, as are also the rather high interest rates .-
applied, - Moreover, the traditional .patterns of international financial =
co~operation have not favoured.the ‘channelling of external resourcss :m‘bo
manufacturmg activities, In addltlon, capital goods are more expensive
in developing countries, and mvestment requirements for certa:z.n :LnstaJ.la-’
tions are correspondingly greater.

(c) RavL mater:.a? g _and fu_e_l

Wh:le Latin Amem.ca der:wes an :Lnltlal adva,ntage from 1ts plentlful ‘
supply of raw materials, various i‘actors often reduce’ “this. a.dvantage when
it comes to develoning industries for the process::.ng of these raw materials
for exportg Freight costs are one .such factor since it usually costs less
to ship raw mater:.als for processing.in the industrialized. countrn.es “than
to send the fln:.shsci prodict, . In addlt.:Lon, mary fims in J.ndustrla.llzed
countrles » by, reason of their financial ‘associations, are in a pos:.tlon t.o
buy,.-at favoured pr:.ces, raw materials of a type which Latin hmerica too’
must’ occasn.onaliy :J.mport., Lastly, while raw materials.and fuels -may. be
plentiful in Latin Amerlca, the’ deposn.ts are often lacated far from the =
centres of produc’c ion;y as 1ong as transport facilities are :madequate
this detracts considerably from the advantages they offers

I

@y §k111ecl abogg and_technical “know-how“ AR

The 1ow Suandard of 11 eracy :Ln some Latin Amerlcan countrles, the
'lack of pra.or J.ndubtrlq;l. expera.ence a.nd t.he shor’oage of "technical | tra:s.nmg
fac:Ll;LtJ.es are.some_ of the factors: that have offset the. advanta.ggs of . )
pler*t:'.ml J.abou.r which-is a i’eature of” the Latin Amer:.can countr:.es, The .
same appiies to. ‘the* cnchmcal know] «dge’ req’n.red at the-level of prof ssional
entrepreneurs and produciion organizers, which has often been conducive to.
the passive adoption of methods and techniques designed for very ditterent
conditions prevailing in the large industrialized centres (frequently against
payment of royalties or patent rights and recruitment of key techniciams
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and managerial or administrative personnel overseas), without adapting
these techniques to the peculiar charactemstlcs of the Lat:z.n Amerz.can
economies, .- . .

A series of intemal factors thus arise which, added to those mentioned
in connexion with the import policy of industrialized countries and other
transport and marketing problems, have in the past constituted a serious
obstacle to the development of sizable.exports of manufactures from Latin
America, - There can be’ no duéstion of establ:.sh:mg an order of prierity
among all these factors: the efforts that can be made in the areas that
depend on decisions by the Lat:.n Americans themselves would prove sterile
unless the external factors referred to are modlﬁed. In turn, the mere
removal of impediments to world imports of, manufactures will only create
opportunities that cannot really be taken advantage of until major changes
are made in Latin America's traditional industrialization policy.

3. Iransport, distribution ang marketing problems .

Aparb from the restncti\re ‘and dlscminatory trade practices. strll
being applied by the mdustrlal12ed countries to trade 4in manufactured .
products, and the problems 6f a predominantly internal nature which have
limited the power of the Latin American economies to diversify exports,: .
other difficulties arise which are mainly connected with the transporb,
dlstrlbution a.nd marketmg of manufactured goods. A : .

Some oi‘ the sallent problems ih this respect are set T:f.'c.nft,h “below.
(a) Inland transport and port facilities o

In some Latin American cowitries, the main centres of productlon are
located at points not directly connected with the lines of communication to
overseas markets (Bogota, Cordoba, Mexico City, etc.)e. The same problem
exists in industrialized countries such as the United States and Canada,
but in Latin America it is aggravated by the lack of goad inland.transport
facilitiess The inadequacy of these facilities is reflected in high costs,
irregular dellverles and dlfflcult:\.es m co-ordmatmg productlon mth
mcport schedules. :

Port faclllties are equally deficient, In m%my countries handl:mg
arrangements are inadequate, and the risk of damage (mcludmg that arising
from wnsatisfactory warehousing cond1tions):o:s considerabls, ~"Delays in the
shipment of goods and the long stop~over of ships in Latin American ports
are other fTactors that raise freight charges on, incoming and outgoing
cargoes,’ “Tt has been estimated that’ ‘approximately half the total fre:.ght
costs in'Latin Aperica consist of, port expenses (inéluding harbour dues, -
wharfage, load;mg and unloadlng and. ¢réw ‘expenses while the ship is in dock)e

 Then, too, mpmcessed comnodities (especially ores) can oi‘t,en be. "
Shlpped at Yow bulk cargo rates, whereas the small amounts of manufactured
goods exported by Latm America are “vegarded as general cargo at the
correspondingly higher freight rate (often calculated on an ad valorem

basis).
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Finally, while there are regular air and shipping services between
Latin America and the United States or Europe, those to other areas
(Eastern Europe, Indonesia, Oceania, the Philippines, certain countries
in Africa and Asia, etc.) are infrequent or non-existent, -

(b) Financing of exports ‘ _ '

The serious shortage and high cost of all forms of credlt in Latin
America (whether shorb, medium or long-term), coupled with the lack of an
adequate system of insurance against the risk involved in exporting on
credit, are urgent problems that severely hamper the development of exports
of manufactured goods from Latin America, Those problems are intensified
by the competitive nature of the credit schemes open to exporters and the
preference of consumers for the source of supply that offers the most
advantageous terms of payment,

In the more advanced countries, the financing facilities available
to exporters increased considerably after the war; the onus of financing
used to be the responsibility of the purchaser, but today it is generally
Jaid upon the supplier of the merchandise, In many countries, the export
credit and credit insurance schemes are State-operated, In others, the
State acts as sponsor, providing a large part of the operating capital
but leaving the administrative aspects in the hands of private or sémi=-
public bodies, In certain cases, the schemes apply to the transaction °
from shipment to delivery, while in others, pre-financing (coverage of
the direct production cost) is included, and in yet another category post=
delivery financing (including sales expenses, stock maintenance, post- :
sales services and research into consumer requirements) is covered as well,
In addition, insurance against commercial, political and economic risks
and catastrophes is available for certain types of commoditiés,”

No such schemes existed in Latin America until recently. I‘ioreover,
although short~term funds are available from normal banking sources, the
interest rates of 18 to 20 per cent or even more are far beyond those
paid by overseas competitors (8 to 10 per cent), thereby handicapping
the Latin American exporter, The recent measures taken by the Inter—
American Develomment Bank to finance certain Latin American exports are
confined to intra-regional trade and are not currently appllcable to
exports to countries outside Latin America.

(¢) Market discrimination

A further obstacle is the discriminatory purchasing system created .
through the implicit reservation of specific markets for producers in
specific comtries, In Latin America, for instance, many firms are
subsidiaries or associates of United States or European firms, and’
although they are usually granted complete autonomy for local operations
in the particular Latin American country concerned, their operations in
other parts of the world are controlled directly or indirectly., Direct
control may take the form of a specific agreement not to compete in an

/area where : -
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area where the parent company or another subsidiary is operating, In other
cases, the distribution arrangements are of an indirect nature, arising
out 91’ wnmwritien agreements between associated manufacturers to respect
their particular spheres-of action. At times, the arrangements between
the parent campany and the subsidiary are more binding, the former
providing the capital, the technical know-how and, if necessary, the
mandgerial staff and even the skilled labour, In return, the subsidiary
is assured of 'a market. for its products, but is tied to a system that
prevents it from sellmg in other countries and from carrying its
processing beyond 2 given stage without the approval of the parent
company (as-in the case of copper, tin, iron ore and, to a certain
extent, petroleum),

(d) Other marketing problems .

Addi‘cmnal problems i’ac:mg the Latin American axporter .of manufactured
goods who is anxious to obtain a foothold in overseas markets are lack of
knowledge, insuffi¢ient. experience, inadequate research into consumer needs
and preferences, marketmg shortcomngs and lack of credit for developmg
new markets. - , . ‘ - :

These are- yet another consequence of the tradltlonal onentation of
Latin American manufacturing production’ towards 1ocal rather than foreign
markets, which has meant. that producers are’ la.rgely ignorant of such ,
matters as the most convenlen'b distribution arrangements, the admnlstra,t:we
regulations of the exporting country (including ‘customs fariffs, tax laws,. .
etc,), local requirements: regarding grading, packing, health, marking and
SO on, qu:.te apart from the other drawbacks mennoned before.

d -~

Wh:.le :Lndustr:nallzed countrles have sat:.sfac‘corily orgam.zed systans
covering trade promotion. centres, information services; commercial.
representation, market research, etc., these facilities are not available .
to Latin American producers. Even in the case of primary commodities,
the normal procedure is to sell to traditional purchasers who generally
have théir own buyers in the Latin American country, thus eliminating
or reducing the need for overseas contacts, As regards non~traditional. .
exports, the small amount of trade involved militates against the develop-
ment of a dynamic marketing organization which could promote the sales of
manufactured goods abroad and solve problems of consumer needs, design,
quality and consistency, transport and delivery schedules, packing,
grading, sanitary requirements, and everything related to documents
and customs formalitiess
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E. THE IMBAYANCE IN FOREIGN TRADE IN INVISIBIES

In addition to the restrictions that prevent Latin America from
developing its traditional export trade, and the barriers to diversification
of its exports through the initiation.and expansion of a flow of manufactured
goods to other countries, yet another element handicapping its foreign trade
is the disequilibrium in invisible transactions,

Trade in invisibles comprises a wide variety of items, among which
the most representative, apart, of course, from capital transactions, are
freight and passenger transport services, insurance on shipping and incoming
and outgoing cargoes, travel and the tourist industry. The importance of
some of these items for Latin America's balance of payments is apparent from
table 54,

The freight figures included in the table refer, on the debit side, to
the total f.o.b, freight value of imports, including those carried in domestic
bottoms. On the credit side, the figures include the freight value of exports
carried in domestic bottoms and of cargoes carried in Iatin American ships
between third countries, as well as the freight value of imports carried in
domestic bottoms, While the latter should not be included in- the balance of
payments, their inclusion in the debit figures made it necessary, from the
statistical standpoint, to include them also in the credit figures. This
does not, of course, affect the balance, The same applies to insurance; the
debit figures include a1l insurance on imports contracted at home-or abroad, -
.- Therefore, insurance contracted at home both on imported and exported goods

“have also been included in the credit flgures.

Freight charges on imports constitute about 10 per cent of their
f.o.b. value. Total freight costs of exports, including those carried in
foreign vessels, may be activated at 1,100 million to 1,200 million dollars.
Accordlngly, the aggregate value of freight for latin Amerlca's foreign
trade is about 1,900 million dollars .or 2,100 million dollars if insurance
on imports and exports is added, The reglon’s credit balance for travel
and the tourist trade is due largely to Mexico!s substantial income under
that head and, to a lesser extent, that of Haiti, Panama and Uruguay. If
these four countries are excluded, these would be a negatlve balance of same
130 million dollars.

The amounts in question are thus of sufficient relative importance to
be studied at some length. The data available and the state of current N
knowledge on the subject necessarily limits the analysis to a single factor,
albeit the most important, which is maritime transport,

In connexion with travel and the tourist trade, it should be pointed
out that out of a total credit of 927 million dollars, the South American
countries! share was only 160 million dollars, which shows that a large section
of latin America has failed so far to take advantage of the tourist and travel
trade developing throughout the world,
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Table 5%

" LATIN AMERICAz MAIN COMPONENTS OF TRADE IN INVISIBLES, 1961

(Mt11ions ‘of dollars)

Travel and

Freight " Insurance ‘ Othef B Total the- tourist

. ' industry

Creats 206,9 2.0 s - 3834 ' 927.1
Debit 7337 €8.8 28,3~ 1048 BiBS

C Balamss - BB - . 668.- 638 674 3085

-~ i

,;Soixx.'ce:' ‘Summapy based on the Iﬁtemtipna_l Monetary Pund study entitled Int‘emA tional transas-
' tions in gervices in e gglaime' of payments ¢f under-developed countries, revised
and ‘expanded’ versfon, 17 September 1963 - e .

N
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The importance of maritime transport will be more clearly understood
if it is pointed out that more than 90 per cent of Latin America's exports
and imports are carried by sea. In 1961, the region's debit balance under
the head of freight was 527 million dollars, or 640 million if insurance
and other transport charges are added.l2/ Although the Latin American
countries are seldom left with a debit balance for freight charges on
exports, as they are in the case of imports, they are often compelled to
absorb rate increases in order to maintain their competitive status on ...
world markets, or to face the fact that freight charges remain steady while
export prices drop. It should also be pointed out that although total
freight charges in respect of Iatin America's world trade amounted to
1,900 million dollars in 1961; -Latin- American shipping companies received
only 207 million dollars - 11 per cent of the total — in freight charges.
Two main factors will determine how far these conditions in Iatin America
can improve, One is a larger and better merchant marine including better
harbour facilities. The other is the abolition, on the part of the major
shipping powers, of certain discriminatory practices and attitudes hampering
a reasonable and equitable development of Iatin America's merchant fleets.

The merchant fleets of ten latin American countries ~ the nine countries
of South America (excluding Bolivia) and Mexico - now consist of 784 vessels
with a gross tonnage of 3.4 million tons and a dead weight of 4.7 million
tons, which amount to barely 2.4 per cent of the world total., This percentage
is remarkably low, considering that the volume of these countries' maritime
trade, is more than 21 per cent of the world total, and has tended to decline
in the last few years (in 1949 it stood at 2,6 per cent).

Thus, Latin America depends to a great extent on foreign vessels
for its export and import traffic, since its own ships carry 14.8 million
metric tons, i.e., only 6 per cent of the area's entire foreign trade.

12/ These cover a fairly heterogeneous combination of assets and
liabilities, mainly disbursements and receipts in respect of vessels
chartered by Latin American countries, sea and air travel, and
miscellaneous expenditure in ports and airports for ships and planes,
particularly for fuel and other supplies, loading, unloading, harbour
dues, and the revision and maintenance of ships and airplanes,

/This explains



This explains why most of the latin American countries have taken
a number of steps-to develop and protect their merchant fleets,13/ -
particularly since the Second World War when they were seriously handicapped
by the dearth-of. national merchant shlps and the éhortage of forelgn vessels
to carry thelr trafflc. ‘

NSRRI

13/ By virtue of Act No. 6,987 of 1948, Argentina decreed that all
exports or imports of goods by official or semi-official bodies
would be carried under the national flag, Brazil, in-its-~ ~--
Act No. 3,381 of 1958, promulgated the following year, ruled that
imported goods enjoying the protection of a government franchise,
or acquired totally or partially with the aid of credit from
official financing agencies, should, with due regard for the
principle ‘of reciprocity, be carried under the Brazilian flag.

. ~Colombia &and Ecuador expanded their own transport capacity by .
forming in 1947, together with Venezuela which subsedquently w1th~
draw, thé Greater Colombian Merchant Fleet whose vessels receive

- preferential treatment in the transport’ of goods intended for. .
Govermmént- bodies. - Undeér Act No. 12, O41:0f 1956, Chile reserved -
for 'its own vessels the r1ght to transport 50 per cent. of all
maritime“eargo traffic’ between Chile and’ qountries that were; or
are serveéd by ‘Chilean shlpplng 1ines. ‘Since 1961, Uruguay has .-
made it obligatory for cargoes owned by goverrment enterprises '
to b¢ Carried under its ‘flag, and from June 1963 onwards, extended
the requirement to departmehtal governments, autonomous agencies
and decentralized services, at the same time reducing the exchange
surcharge-on goods transported in national merchant ships by
50 per cent and~exempt1ng them from payment of the 6 per cent
tax on trahsfers of funds abroad. Iastly, Venezuela has provided
that state~owned cargo should be transported in vessels flying
the national flag and, by ministerial resolution in 1961, that
goods exempt from payment of import duties (ecapital goods, etc.)
should also be carried by its own ships, .

/The measures
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The measures adopted on a national scale have been supplemented
by agreements reached at international meetings. ;&/

. Such aims naturally have to confront the obstacles inherent in
the latin American countries' limited powers of investment and the
comparative importance likely to be attached to investment in this field
as against other economic development requirements. Moreover, the
incentives for an expansion of the region's merchant fleets and even
for a more intensive use of available transport capacity are robbed of
much of their force by unfavourable attitudes and policles on the part
of the big sea powers,

In fact, every time a ILatin American country has made legal or
administrative provision for its merchant fleet to take a more active
part in its import and export trade, it has mct with opposition from the

1/ At the Chapultepec Conference (Mexico, 1945), it was agreed that
"the American Republics consider the promotion and development
of their merchant fleets and the establishment of adequate transport -
systems for each country to be a keystone for their economies",
and at the Meeting of Ministers for Finance or Economic Affairs .
at the fourth extraordinary session of IA-ECOSOC (Rio de Janeiro, 1954) -
it was stated to be "the policy of the American Republics that
their national merchant fleets, composed of vessels flying their
flags, should carry a substantial part of their foreign trade®.
Similarly, the Charter of Punta del Este recognized that Uthe
promotion and co-ordination of transportation and communications
systems is an effective way to accelerate the integration process®
and that "in order to counteract abusive practices in relation to
freight rates and tariffs, it is advisable to encourage the
establishment of multinational transport and communications
enterprises in the Latin American countries or to find other
appropriate solutions". ALALC, for its part, has been engaged
since 1961 in working out a definition of regional maritime policy
and has set up an Advisory Commission on Transport, which, at
its first meeting (June 1963), adopted the preliminary draft of
a General Convention on Waterborne Transport based on the
Montevideo Treaty, whereby intra-regional trade was reserved
for ships flying the national flags of the Contracting Parties,
As agreement could not be reached on some of the principal articles
of the Convention - the most important of which concerned multi-~
lateral cargo reservation rights - it was decided at ALAILC's
third round of negotiations (November 1963) to keep the matter
open for discussion., The question of a shipping policy for the
area is also of interest to the newly-established Latin American
Shipowners Association, which was to discuss it at its next general
assembly (Montevideo, January 1964).
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traditional sea powers in the form of complaints through diplomatic
chamels 15/, and, in some.cases, by making the granting of econamic.-:
aid condit.:.onal upon ‘the wa.ivmg of the principle of reserving cargo .
rights, .. .. _ _ _ DA

The traditional maritime 'powers also resert to direct and indirect
preférential measures to help their own merchant fleets, thus making
it difficult for latin American shipping to take a more active. part in.
transporting the region's exports and imparts. . For .instance, France,
Italy and the United States pay construction and operating subsidies .
+to thelr shipowners to enable thém t6 compete abroad; the Federal Republic
of Germany, Greece, Italy, Japan, Sweden, the United Kingdom and. the
United States give them a number of tax benefits; Dermark, France and

" Japan offer better amortization terms to their shipping than to ‘their

land-based industries;. und the Federal Republic of Germany, France,
Italy, Japan, .the Netherlanas, Sweden and the United States grant loans.
at low rates of interest or pay part of the interest for ships to be
built by their own nationals in domestlc shlpyards. . .
Some ‘sea powers also .take steps to protect their own flags in cargo
distribution, either through legislation proper or administrative measures
requiring shipments by goverrment enterprises or agencies to be carried
in domestic ships, Thus, in the Urnited States the Cargo 'Preference Act
of 1954 provides that at least 50 per cent of the quantum of aid cargo .
or any other cargo finaneed dixfgt_:ti}y or indirectly by the Goverrment or

- v

_2/ “As’was the case in Chile durlng t.he discuss:.on of” Act. No. 12 Ol.i

_(Promotion of the Merchant Marine), ageinst which repeated. protests
'were made by the Govermnments. of eight maritime powers accounting

" for two-thirds of world tonnage. The same occurred when Co}.mnb::.a

 was cons:.derlng a decree to protect its merchant fleet on the
lines of the Chilean decree, when Brazil in 1959 passed a law
favouring its merchant fleet and when Venezuela took steps to
protect the State shipping enterprise., This has also happened

' recently in'the case of Uruguay. Since 1957 the Greater Colombia

. ‘Merchant Fleet has been unable to obtain in the United States the
waivers required for cargo covered by Public Law No. 17 of 1934
(Cargo Preference Act). Iastly, the shipping companies of Brazil,
Chile and Venezuela that transport goods abroad have had to resort.
to the expedient of signing freight pool agreements with their
European and United States competitors , in order to give them a share
in the quota which the laws of the first three countries reserve
for the national flag, and thus ensure that they do not block the
application of protectionist measures. Such.a transfer of transport
rights to foreign vessels is, of course, contrary to the spirit of
legislation enacted to promote shipping. Thus the scope of the
policy of promoting domestic shipping, in support of which these
laws were enacted, has been limited by external factors,

/its agencies
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its ageﬁéies'sha}l be carried in American ships. While such cargoes
form only a very small share of total United States exports, the
developing countries which receive aid from the United States are the

‘ones most affected by the provisions of the Act.

The legislation of some of the larger countries also provides for
sanctions against countries taking measures that are considered to
discriminate against or threaten their interests. An example of this
is the United States law of 3 October 1913 which empowers the Government
to impose a discriminatory duty of up to 10 per cent of the value of
the merchandise imported in foreign vessels, and the Foreign Trade Act
of 1961, promulgated by the Federal Republic of Germany, which establishes
restrictions on the shipment of goods in vessels owned by countries
"impeding the participation, on & competitive basis,.of the German
merchant fleet", .This provision has been applied since 1961 to Brazil

‘and Venezuela, whose own shipz and chartered vessels cannot load cargo

dn the Federal Republic of Germany without a, special license from the
Federal Ministry of Transport, "in order to protect the German merchant
fleet from discrimination by these countries”. .

~ Moreover, the Iatin American countries are competing for the
right to carry their own cargoes not only with the vessels of sea powers
that are heavily protected and subsidized by their Governments, but with

~ another group in a highly favourable economic situation, i.e,, the

vessels that sajl under a "flag of convenience™.” The flags of Liberia
and Panama, which are mainly used in this sense, together protect more
than 14 million gross tons of shipping, of which 9 million are tankers,
i.e., more than three times the total tonnage of the Latin American
merchant fleets and six times that of their tankers. The owners of
craft flying "shadow flags" are actually citizens of the traditional
maritime nations who hope thereby to evade their tax liabilities and the
need to fulfil certain minimum redquirements as regards facilities and
social security regulations for their crews.

Freight conferences, although useful as a means of stabilizing

-tariffs and regularizing international services, have not proved an

effective instrument for eliminating some of the restrictive harmful
practices and irregular procedires that ere prejudicing the latin American
countries, which are in an abs~lube minority in such grrups. The thirty-
four conferences that are corserned with thes main transpori services
linking latin America with the United Stzies and Europs bring together

121 shipping companies, of which only eight are Latin American. Moreover,
only at fourteen of these conferences have some of the regicnal lines

been represented, Among the agreements detrimental to the maritime
activities of the latin American couniries, the most harmful are those
that divide some traffic among the affiliated European merchant ships, to the
exclusion of Latin American vessels, even though thsy belong to the same

/conference group.
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conference group.__/ Nevertheless, the stand taken by the latin American
lines at the conferences in which they” have taken part has led them to
oppose tariff surcharges and higher rates increases which they felt

to be. unwarranted and to obtain reductions in the freight rates for
certain basic export commodities, For instance, the Greater Colombia
Merchant Fleet managed to obtain reduced tariffs for coffee cargoes as
soon-as it took part in the European and United States conferences, end
the Compafifia Sudamericana de Vapores secured special rates for the
pranotion.of Chilean products in search of new markets . (e.g. steel in °
EMrope), ‘and has recently prevented a surcharge from belng 1mposed on-
freight for Arica, It has also been influential in ensuring that Chlle, '

alone of the South Amerlcan countrles, does not add &  surcharge to
conference rates, - .

At the present time, the only areas to Wthh the latin Amerlcan
countries maintain regular shipping services are the United States and
Western Europe; with ihich more than two-thirds of their trade is |
conducted. But sea-ccmmunlcatlons -among the Iatin ‘American countries
themselves are neglecﬁed and: ‘there is.an alpost tatal ‘Jack of ‘transport
services to the countries with centrally planned- econamies ~_apart -from
Yugoslavia and-Poland - and to such vast developlng areas as West-Africa.
There can be no. doubt tbat thls _state of affairs is.also reducing latin
Amerlea's possibillties of expandlng and diver31fying 1ts export trade,

16/ The ‘conference between Northern Eurcpe, Brazil and the River Plate
countries maintains an agreement whereby Danish, Norwegian and
Swedish shipowners may no® load in West European ports served by -
conference vessels, and these must, in their turn, refrain from
taking cargo aboard in Scandinavian ports, The same arrangement
holds good for affiliated Argentine boats which may not load in
Scandinavian ports although Scandinavian vessels operate freely

'in Argentine ports, The European-Magellan and South American
conference has a similar agreement, according to which Chilean

. ships are prohibited from taking on cargo in Dermark, Norway or
Sweden although no restrictions are applied to shlps of those

" ‘nations in Chilean ports,
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F. OVER-AII.EVALUATION

It may now be useful to attempt an over~a11 evaluation, however
general in character, of the effects on latin America's foreign trade
of the complex of factors referred to above, Such an evaluation is
essential not only in order to explain past events and trends, but above
all in order to deduce from past experience what can and should be done
in the future, both through Iatin American's own efforts and through
action that would have to be left to the more developed countries.

The most important effects of the factors discussed are, of course,
the very slow growth rate of Latin American exports in relation to the
needs even of a degree of development that leaves much to be desired,
and the losses due to unfavourable trends in the terms of trade. Those
losses are considerable not only in terms of capacity to import, but
even in terms of the total volume of -income generated in the region, -
Both these fundamental effects have been sufficiently dealt with in the
section on Latin America's foreign trade and economic development, and
it is therefore unnecessary to dwell further on them here, On the other
bhand it appears useful to consider some anclllary conclusions, summed up
in the sections that follow, ~

1, Factors relating principally to the policy of the large
industrial countries as causes of appreciable reductions
in Iatin America's share of world trade and changes in
the composition of the region’s traditional exports-

The magnitude and consequences of the stagnation of Iatin American
trade have been described in detail above., The extent to which this
stagnation has affected certain basic sectors of the regions's trade has
already been shown in table 19. This table shows that between 1934~38
apd 1950-52, the Iatin American share increased for only five of the
twenty-three products covered by the data available, and only two of these
products (sugar and cotton) were of significant importance in the region's
total exports, Between 1950-52 and 1959-61 there was a general though
less marked reduction in the Iatin American share; there was an increase
only in respect of four of the thirty-one products considered, and of
these cotton was the only product of any importance. It is not, of
course, possible to assess with any precision the effect of this decline
in Iatin America's share of the world market on the region's foreign
trade, but some calculations can be made by way of illustration. For
this purpese it is convenient to confine the study to a smaller number
of products for which Iatin America has maintained a clearly competitive
footing from the price standpoint. This applies, for example, to tropical
comnodities, notably coffee and cacao, which have remained competitive
in relation to other areas allowing for the differences of quality for
some products, The same is true for some temperate commodities, and for
the purposes of the hypothetical calculation maize, wheat, beef, barley
and linseed have been selected, products for which the latin American prices
are, broadly spesking, the lowest in the world, If effective exports of
these commoditles are compared with what could have been exported if the
share of world trade that went to Iatin America in 1934-38 had been
maintained, and the differences of the various averages are expressed

/in £f.0.b,



in f.o0.b, prices for the year‘concerned, the following figures are
obtained (in millions of dollars):

Tropical commities:
Coffee (1953-62) 2,900 »
. Cacao (1953-62) 300 3,200

Temperate commodities:

Maize (1953-61) 2
. Wheat, (1953-61) - 1,8
Beef (1953~61) . L100
Barley (1953-61) ' 200 B .
Linseed oil (1953-61) - 150 ‘ 5,600
Total . 8,800

Thus in roughly ten years the reduction in Iatin Amerlca’s share of
world trade has involved losses of export earnings of thé order of
9,000 mlllion dollars. -

Naturally, it is much more difficult to assess how far this reduction
is related to the restrictive or discriminatory protectionist policies pursued
by the industrial areas. Nevertheless, some indirect indication of the effect
of such policies can be obtained by studying the trends in the structure
of latin American exports. As stated previously, these policies were harsh
for agricultural products, less so for fuels and ores, and virtually
prohibitive as regards any possibility of a share of the market in the
irmdustrial countries for exports of manufactured goods. If these policies
had in fact succceded in having any marked effect on.the flow.of Iatin
American traide, these:differences in the degree of proﬁectlon and restric-
tions would necessarily be reflected in changes in the structure of latin
American exports, on the lines. of -the-discrimingtory ‘treatment of the
-- différent types of products. ) .

A study of the figures in the table 55 leaves little doubt that this
is the case, even though the table is limited in scope because of the lack
of data available for the periods selected hetween the years 1950 and 1961,

In 1948 agricultural and livestock nroducts constituted 62 per cent
of the regionts total exports, and this proportion declined steadily until
in 1962 it was 43 per cent, The relative ‘wportance of fuels and minerals,
on the other hand, increased contincusly from 32 per cent of total exports
in 1948 to 50 per cent in 1962, the bulk of the increase being for fuels,
The share of non-traditional exports {mainiy manufactured goods) increased
only slightly, and even the low levels maintainsd represented mainly trade
between the Iatin American countries themselves,

These general observations on the effects of the policies in question
will be suppiemented below by data on changes in the geographical distribution
of latin American exporis, dnue to similar tactors. For the moment, suffice
it to add a few iilustrations as to the effects of these policies on some
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Table 55

1a71N aMERICAY,  COMPOSITION OF EXPORTS, FOR SELECTED FERIODS

{Pewcentaze of total Value)

Product 1950-52 1955-57 195960 1961
Basis exports ' 96 96 .93 - 93
Agrioultural sk by 43 i
1ivestook 12 9 10 1
Fuels 20 26 27 27
Minerals 10 12 13 14
Other (non-traditional) exports 4 b 4 2
Zotal exports 200 100 100 200
Yalue in millions of dollars ' 7 105 8 3u3 8 u20 8611

& Exoluding Haiti,

/individual commodities.
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individual commodities. Between the three~year periods 1950~52 and 1959-61
petroleum .replaced coffee as the principal export of Iatin America, the
share of petroleum rising. from 20,6 to 27.6 per cent of the region's exports,
and the share of coffee decreaslng from 22.6 to 17 per cent. Many agricul-
tural products also declined in relative importance during the same periodj
sugar, for example, from 9.3 to 8.1 per cent; cotton from 5 to 3.9 per ----
cent; wheat from 2 to 1.4 per cent, and bananas from 2 to 1.8 per cent,
The one or two increases were exceptional (for example, the share of maize
rose from 0.6 to l.4 per cent). Under the heading of livestock products
the increase in the share of meat fram 1.6 to 2.1 per cent was offset by,
decreases for wool (from 2.4 to 2.4 per cent) and hides (from 2.3 to

0.9 per cent),

The increase in the share of mineral products was largely due to
expansion in exports of iron. ore (the only new product of any significance
during the period, representlng 3.1 per cent of total exports) and copper
(whose share rose from 3.8 to 5.1 per cent). On the other hand there were
significant decreases in the contributions of lead, tin and zinc,

2.. The agricultural policy of the industrial countries as T
: a_predominant factor in limiting the growth

of latin American exports

The general information presented above is sufficient indication that
the agricultural policy pursued by the main developed areas has been one of,
the principal factors responsible for the poor performance of Iatin American
exports, However, the implications of the problem are so far~reaching that
it is appropriate to consider a few other relevant factors,

One of these relates to the expansion of agricultural production in
the 1ndustrial areas, In the United States agricultural production expanded
by 15 per cefit between 1930 and 1940, neariy ‘25 per cent between 1940 and
1950 and nearly 30 per cent between 1950 and 1960 This reveals a growth
rate that is not in line with domestic needs. In the countries of the
European Economic Community, the increase. between pre-war levels of agricul-
tural production and those for the crop-year 1962/63 were.50 per cent in
France and Belgium, almost as much in the Federal Republic of Germany and .
Italy, and nearly 80 per cent in the Netherlands, In the United Kingdom
agricultural production nearly doubled during this period, In addition
it should be borne in mind, in evaluating the meaning of these increases,
that the countries concerned have demographice growth rates much lower than
those in large areas of the under-developed world,

Another factor which should be noted is that this expansion can only
have been achieved by a basic change in agrisultural techniques. Under the
stimulus of subsidies, price supports and reserved shares of the market, which
involved the mobilization of financial resources on a scale quite beyond the
reach of the developing countries, the use of improved techniques and inputs
has been taken to the limits of economicity.

The figures in table 56 illustrate, for a sample group of commodities,
the increase in production in the various areas between 1934~38 and 1958-60.
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Tshle 56
INCREASE IN THE PRODUCTION OF TWELVE PRINCIPAL CROPS a/, AND CHANGES IN AREA UWER . .
' CULTIVATION AND IN YIELD, BETWEEN 1934~38 AN 195860 '
(Percentage) . o i
Changes in
Area SR : ' . Under Per
o . ) Preduc- - ) . tu 1ti= hegs
. tion - " vatlen tare
Afriea : "92\. T +50 «28
Eastern Europe and Soviet Union a2l w6 o +16 -
Fer East b/ +32 e | 6
Latin Americe T -e60 " o e
Madle Fast C .6y ~ +65 e ]
North America _ . +73 -3. B +78
Oceania _ _ +78 . +18 *52
Western Empe ' . +23 -l . +29
Total for all regions .
considered +ly +13 +2Y4

Source: FAO, The state of food amd agriculture (Ca 63/7, 1963) pe 116,

_a_/ Total weighted prices for vhoat, ryo, bafléy, oats, maize, rice, potatoes, soya, groundmuts,
tobacco, cotton and jute,

b/ Exoludirg mainland China,

/The table
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The table shows that while in practically all the developing areas