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TRADE TAEI.'DS AMD POLICIES OF LATIN AMERICAN COUNTRIES 
PART I 

TPaDE TRENDS 

lii'ii!-'̂- vius -
Since the end of the war Latin mnsrica has been faced with twv 

fundamental o.roblems:' one is hew to restore its traditional trade with 
Europe arid make itself less dependent on dollar resources: the other is 
how to correct the terder.ey toward persistent disequilibrium in the 
balance of payments of several cf the largest trading countries of Latin 
America. With respect to. the ls.tt.jr, the second par"' „f this report 
gives a brief account of signifies: t trends in t'ie commercial policies -of 
several Latin American countries, vi.th partj.ci'iar reference f> the problem 
of disequilibrium. 

The first problem is cioocly rola-oed to the inability of European 
countries to finance through ccv/ertil'ility and credits their trade with 
Latin American co Uitrivss on a riulhilateral basis. This has forced trade 
into the ccnetrair4- s of bilateval channels. Bat the problem goes beyond 
the confines of bilateral trading. On thi European side, there have been 
changes m the structure and costs of production and in the geographic 

ifoitihi 'xrfx̂ rv/v̂  'oo'Cn experts and imports with Latin 
America. Europe, durir«* the past fear years, has become more dependent en 
North America for imports of food and raw nsterials and less cn Latin 
America than heretofore; cn the otfur hand, Europe has had some difficulty 
in competing with North American ..xp̂ rts to Latin America — questions of 
specifications, technical service and delivery dates often being as 
important as prices. On the Latin American side, the terms of trade of 
most of these countries 1/ have improved vin-p-/is Europe as compared 
with the pre-war period, and they ere attempting through trade* policies 
and bilateral agreements te preserve this position. Furthermore, except 
for Cuban su<_ar and Venezuelan petr.lu-d and seme minor products, Latin 
American production for expert has n t expanded in response to higher 

1/ ilctable exceptions are Chile and Bolivia. 

/prices and 
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prices and better markets during 1945-48, Latin America's exports of food 
in 1948/49 were only 2 per cant higher in -volume than its annual average 
exports for 1934-38, If the large increase of sugar exports from Cuba is 
deducted, the post-war exports would be less than those of the pre,—war 
period. Exports of fibres — wool, cotton,henequen, sisal, etc, — were 
the same in 1948/49 as in the pre-war period, 1/ 

Latin America had a trade surplus with Europe of 1,200 million 
dollars in 1947, 1,000 million in 1943 and al.aost 600 million dollars in 
1949. This narrowing of the gap was achi:v> d by increasing imports more 
than exports in 1948, but in 1949 both contracted though Latin American 
imports from Europe decreased much less than exp .irt̂  t.1 iur-'pe, which were 
reduced from 2,400 million to 1,900 million dollars. 2/ Latin American 
exports to Europe, at constant prices, were 28 p^r cent belsw those of 
1938 and 35 per cent below 1928] impgrts from Europe were 22 per cert and 
34 p^r cent below the corresponding years. 2/ Thus the t'rg^ts of trad„ 
with Latin nmerica announced by the 0,3.E.G. countrijs late in 1942 arj 
far from being realized. 2/ Th« implication a of the European Rico vary 
Programme and the planned prô rar.imes of th. 0,t?,?;.C, countries up to and 
after 1952-53 are discussed in the? Ecqj c v7" • " t v y of Lntin America 1943 ¡¡J 
9JK? special 'import sn ̂ aspects for Tr : 1 ̂ tonsi^ri Uj presented to the 
Second Sessiin at Havana, and dp n#t need i o be repeated here since the ^ 
analysis and conclusions are still valid. 

Emphasis hag been made on the need for Latin America to expand trade 
with Europe, not with any intention to overlook trade with other areas, but 
rather because the best prospects would seen to lie in the direction cf 
European-Latin American trade. If Europe 's 'Hollar shortage" problem is not 
solved within tha next few years it will almost certainly have to transfer 
some of its imports from North America t© non-dollar areas after the 
termination of the European ikegvory Progra„iue, The Second Report of the 
O.E.E.C, makes it quite clnar that Western Europe will have to find soxirc s 

1/ The State of Food ana ^riculture 194?. Food and /„gricult ire 0rj.nlz .tic j. 
2/ Excludes trade of European Overseas Territories in .Latin America. 
2/ See O.E.E.C, Interim Report of 1948; also Second "joort of the O.S.E.C.. 

February 1950, 
bj Economic Cor mission for Latin Economic Purvey of Latin America 

1948 (United Nations Publications Sal^s No. 1949.11,0.1) and Prospects "fepr 
Trad -; Expansion (Document J/C-J .12/^5). 
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:.f food r.nd ravr materials outside .the dollar area. Since European 
rtontri3s are not billing to lose dollars to Latin America, except for 
E'l -opei..'! Recovery Prograrme purchases, it would seem inevitable that 
L'.tin vrrican countries will have to import more from Europe in order 
to balance their trade with those countries, 

Ex:ntenance of a high level of trade with United States and other 
dollar countries is of great importance to Latin America, not only because 
it bulks so large in the total trade of most of these countries but also 
because the dollar is the orly currency which gives them flexibility in 
their purchases. Latin America's "dollar shortage" reflects its great 
need for invest lent capital, much of which must cone from North America, 

Trad3 tr-nds with:'. ' thu region are shewn 1:1 tables in the 
corresponding section of tais report. Tie principal factors which 
continue to restrict intv'a-rogion-' - trade are the unwillingness of 
certain countries to set:le lar^v c bi:".,s in dollars and the tendency 
to follow po2.ieies of self-̂ iTf,: iciency v;itn respect to food crops and 
agricultural r*-w mat .rials for v;hl;h a pernicular country dees not have 
a natural advar ta> ao comparea to other countries in the region. 

Changes in hxv rts rnri Imports 
The total value of experts 01 the Latin American countries fell to 

5,500 r. Alii on dollars in 1949 fro .1 6,500 million dollars in 1943; the 
value of imports declined from 6,100 million dollars to 4,300 million 
dollars. Nevertheless, the value of experts and Alports was three tines 
as large as in 1933 and almost twice os large as in 1928. 

Argentina accounted for more than 70 per cent of the gross decrease 
in value of exports in 1949; Cuba for 12 per c^nt; Brazil 7 per cent; and 
Venezuela 4 per Cent. Uruguay accounte.1 for 30 per cent of the gross 
increase of experts5 El Salvador 25 per cent; and Colombia 15 per cent. ]/ 
Tables 2 and 3 show values at current prices of exports and imports for 
each country for 1923, 1933, 1948 .nd 1949; table 4 gives exports and 
imports at constant prices' for 192H, 1933 and 1943. 

1/ Tne gross decrease in oxport3 is jqual to the total of those countries 
which experienced a decrease an th.Ar exports, and the gross increase 
in exports is tne total of the countries which experienced an increase 
in their exports. 

/Table 1. 
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Table 1. Trade of the Latin American Countrii ;s, Selects 2d Years 
(In raillions of dollars at current and constant (1933) prices) 

(At current prices) 
I928 I938 1948 m i 

Exports (f.o.b.) 
Value 
Index 

2,972 
180 

1,651 
100 

6,534 
396 

5,526 335 

Imports (c.i.f.) 
Value 
Index 

2,453 
154 

1,597 
100 

6,136 
384 

4,829 
302 

Trade Deficit or Surplus * 519 * 54 * 398 • 697 

(At 1938 prices) 
Exports (f.o.b.) 
Value 
Index 

1,755 
106 

1,651 
100 

2,159 
131 

n.a 

Imports (c.i.f.) 
Value 
Index 

1,880 
IIS 

1,597 
100 

2,632 
165 

n.a 

argentine exports fell off during 1949 because of both l.\»/ r 
prices and smaller voluac. The decrease in voluie of exports r'-fleets 
reduced acreage and production of grrin« • u? '.' rioting difficulties 
for linseed oil. 1/ Exports of wheat ir, lv49 were l,830v000 tons as 
compared with 2,150,000 tons in 1948; corn exports ware 1,030,000 tons, 
as against 2,500,000 tons in 1948. rfool exports wore only a little 
over 50 per cent of 1948 because 1.1arket conditions were not favourable 
at sellers' prices until the latter part of the year. Exports of 
meat, hides, and linseed oil were somewhat higher than in 1948. 
During the first part of 1949 the price of wheat, expressed in domestic 
currency, was reduced by approximately 40 per cent; the price of corn 
by 37 per cent; and that of barley by 45 por cent as compared with 
the highest prices obtained abroad during 1948. Toward the end of 
1949 prices of these products were again reduced to foreign purchasers: 
24 per cent for wheat, 18 per cent for corn, and 12 per cent for bar: 7. 

1/ For a more detailed discussion of the factors con*..''ibutito +,io 
decrease of exports of Argentine agricultural products see pa^os 61-67 
of this report. 

/Grain st . e'es 
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Grain st-cks which had been held ovar from previous years were reduced 
to a minimum. The increase in wool prices during the second half of the 
year helped to some extent to offset the decline in grain prices. 

Cuban exports were reduced 17 per cent due to a loss of markets 
in "Europe, where production of sugar had largely recovered its pre-war 
level, There was also a 10 per cent reduction in tobacco, which 
manifested itself in smaller exports of this product. Export prices for 
both sugar and tobacco were slightly higher than in 1948. 

Brazilian exports of textiles, raw cotton, cacao, sugar, rice, 
oilseeds, and other agricultural products fell off sharply both in volume 
and value during 1949. The losses in value from these exports were 
largely offset by an increase of prices and exports of coffee. Toward 
the end of the year Brazil was experiencing some difficulty in exporting 
certain minor export products to the non-convertible currency countries 
because of an inability to meet price competition resulting from the 
devaluation of the sterling and oti^i currencies. 

Exports of minerals — particularly tin, copper and lead — declined 
both in volume and -value. The sharp decreases in prices of copper and 
tin had a stroag impact on the balance of payments of Bolivia and Chile, 
although the fall force of the decline in tin prices from 99 cents to 73 
cents per pound was not felt by Bolivia until the latter part of the year. 
Chile was able to m^ke up v rt of the loss of copper sales to the dollar 
area by increased cxpcrl? of nitrat- s to the ron-dollar area. However, 
the most important effect on her b.lance of payments position was the 
failure of exports to reach the amomt anticipated in the foreign exchange 
budget which necessitated stringent restrictions during the latter half 
of 1949 in order to reduce imports, which otherwise would have exceeded 
the amount originally budgeted. 1/ The decline of the price of metals 
also accounts for a slight rediiction of Mexico's exports. 

The coffee producing countries other than Brazil increased the 
total value of their exports almost entirely as a result of the rise in 
coffee prices beginning October 1949. 

17 See pages 117-122 of this report for further discussion of Chile's 
trade position in 1949. 

/Chile, 
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Chile, Costa Rica, Guatemala and Paraguay were the only countries 
which increased their imports over 1948. The gross reduction in imports 
was accounted for largely by Argentina (57 per cent), Cuba (9 per cent), 
Mexico (8 per cent), Venezuela (7 per cent) and Colombia (5 per cent). 
Most of the Latin American countries tightened their import controls 
during the year in «rder to adjust imports to exports. Argentina 
virtually suspended import permits for a time, beginning May 1949, and 
set aside 20 per cent of its dollar earnings for payment of backlog of 
overdue commercial debts which had accumulated during 1948. Brazil, as 
well as Chile and Argentina, had to apply more stringent controls to 
reduce imports of durable consumer goods and other items from the dollar 
area during the second semester of the year in order to adjust the imports 
to a slightly lower level of exports. Peru devaluated its currency and 
abolished quantitative controls, except to retain a list of prohibited 
imports. Mexico, Argentina, Chile, Paraguay and Uruguay devaluated 
currencies in varying degrees. Mexico and Peru, however, were the only 
countries to devaluate their currencies at a unified rate. 

Despite the decline in trade in 194;. all Latin American countries 
exported more at current dollar values ti: in 1938, and except for 
Argentina more than in 1928; every country imported more at current 
values than in 1938 and 1928. Preliminary calculations of 1949 exports 
and imports at constant prices (1938) indicate that all countries except 
Argentina, Colombia and Peru exported more at constant prices than in 
1938, and except Argentina, Peru and Uruguay more than' in 1928;!all countries 
except Argentina and Bolivia imported more than in 1938 at constant 
prices, and more than in 1928 except Argentina, Bolivia, Uruguay, 
Dominican Republic and Nicaragua. Several countries ~ Chile, Peru, 
Colombia, and El Salvador — imported about the same at constant value 
as in 1928. 

Geographic Distribution of Trade 
Before the war Latin American exports to Europe averaged from 50 

to 55 per cent of Latin America's total exports; imports from Europe 
were from 40 to 45 per cent of the total. Although the Holume of exports 
in 1948 was slightly above the pre-war average, it made up only 37 per 

/ccnt of 
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c nt of the tot;J. value of Latin American experts. The percentage of total 
Latin American exports in value at current prices to Europe dropped to 
25 per cent in 1949, while imports from Europe were 34 per cent of Latin 
America's total. The value of exports te Europe in 1949 was e.bout 1,900 
million dollars as compered with 2..400 million in .1943; imports declined 
from 1,400 million dollars in 1948 to 1,200 million in 1949. Latin 
America also experienced a decrease in its trade with the United States 
and Canada „ Although complete data are not available, it is estimated 
that Latin America's exports to North America totalled some 2,400 million 
dollars in 1949, 1/ as compared with 2,600 million dollars in 1948; and 
imports were 2,800 million dollars in 1Q49 as against 3,600 million in 
1948, <J Thus the trade deficit with the United States was reduced by 
60 per cent. 

Distribution of trade varies greatly among the Latin American 
countries. Certain countries, sach as Cuba, Chile and Peru, usually 
have a trade surplus both with Europe and North America. Other countries, 
such as I;r .uil, Crloabia, Venezuela, Paraguay,. El Salvador, Guatemala, 
Honduras and Panama have as a rule trade surpluses with the United States 
and deficits with Europe. Finally, the third group made up of Argentina, 
Uruguay, Bolivia, Costa Rica, Haiti, Mexico, Nicaragua and the Dominican 
Republic generally have surpluses with Europe and deficits with the 
United States and Canada. 

The trade surpluses of Peru and Chile with Europe were approximately 
the same for all of the years under review — 1928, 1938, 1948 and 1949. 
Cuba is not a large importer of European products large^ because of its 
proximity to the United States and the preferential tariff arrangements it 
has with that country. 

Venezuela had a large surplus with Europe in 1949 as compared with 
deficits in previous years and would room to offer a fairly good market 
for European goods. 3/ The relatively large pre-war deficits of Brazil 

1/ The value of exports of the countries for which complete data are 
^ available amounted to 2,191 million dollars. 
¿J The v-J.uc of imports ef the countries for which complete data are 

available amounted to 2,710 million dollars. 
'¿J Exports from Venezuela to European Overseas Territories (Aruba and 

Curapao) are included under "Others". 
/with Europe 
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with Europe became surpluses after the war. However, during the second 
half of 1949 Brazil had a surplus with North America and a small deficit 
with Europe. The need to restrict imports from the dollar area and to 
find markets for commodities other than coffee outside the dollar area, 
may cause both Colombia and Brazil to increase their imports from Europe. 
Although Brazil's trade in 1939 showed a definite trend toward a return 
to its traditional pattern of a surplus with United States and a deficit 
with Europe, the amounts were very small as compared to pre-war years; 
the deficit with Europe was accompanied by an 11 per cent decline of exports 
to Europe over 1948. Exports to the United Kingdou declined by 16 per cent 
but imports from that country increased by 26 per cent; Brazil's exports 
to other European countries decreased by 8 pur cent and imports were 
higher by 8 per cent than in 1948. One of the most significant changes 
in Brazil's trade — as well as in that of other Latin American countries such 
as Chile, Argentina and Uruguay —- has been the loss of the Geman market. 
In 1949 Brazil's exports to Germany were less than 2 per cent and its 
imports less than one per cent; yet in 1938 Brazilian imports from Germany 
made up 25 per cent of its total imports, while its exports to that 
country were 19 per cent of the total. On the other hand, United States 
and Canada took 52 per cent of Brazil's total exports in 1949 as compared 
with 35 per cent in 1938. 1/ It should be noted that Brazil's trade with 
Argentina also declined in 1949 — this was due in part to lower prices 
for imports of wheat. 

The trade pattern of 'the third group of countries has not changed 
except that surpluses with Europe are larger than they were in the pre-war 
period. Mexico, the Dominican Republic and Central nmerica are dollar 
countries as far as Europe is concerned and therefore face difficulties 
unless they are able to increase theitf imports from Europe. The same is 
true for Chilean copper and Peruvian sugar and copper exports, which arc 
also dollar commodities. Argentina has the most serious problem with 

K 
respect to inconvertible currencies since approximately 80 per cent of J 

i 

1/ See Table 31, page 99 , on details of distribution of Brazil's trad>j; 
Table 30, page 98 , on composition of exports; and Table 25, page £7, 
on trade with Germany. 

/its trade 
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Its trade comes under coxapensatory agreements, which makes it very 
¡Ifilealt for it te finance essential dollar imports 1/ and service 
collar investment income, argentine exports during 1946-43 to certain 
countries were financed in part by credits granted by Argentina; since 
these credits have run out Argentina may have to more evenly balance 
its imports and exports with these countries. A much larger share of 
Bolivia's experts now go to the United States. Bolivia's current balance 
of payments problem arises not out of dealings with soft currency 
countries, but rather, as indicated above, by the decline in prices of 
metals as well as in volume of exports. Uruguay has also benefited in 
terms of dollars by increased wool experts to the United States. 

Because of British disinvestments in Argentina and the 
inconvertibility of sterling, trade between .Argentina and the United 
Kingdom is m.,re likely to be in approximate balance. The bilateral agreement 
signed between these two countries.in June 1949 set up targets which 
called f^r 129 million pounds sterling of argentine exports to the 
United Kingdom an i 12]..5 million pounds sterling of imports from the 
United Kingdom, AS may be seen from its trade balances in 1949, there 
is a definite tenaency for argentine imports to equal exports to the 
Continental European countries, as was the case in 1928 and 1938. 

Intre-regi mal Trade 
In 1949 the d.-llar vrlue of experts ait bin the area fell to an 

estimate of 450 million d .-lie rs as compared to 600 milli' .n in 1948. 
However, intrr-regional exports expressed in current dollar valuos were 
still aLmest four tivxs as muco as in 1933 and 1928. 

The expansion of trade within tne area has been largely a matter 
of price movements. Upon the basis f available data, it is estimated 
that at constant (1938) prices exprts in 1949 were approximately 25 per 
cent below 1948 but approximately 30 per cent above 1938. Nevertheless, 

1/ For example, Argentina allocated the equivalent of 27 million dollars 
of foreign exchange for imports of f a n machinery in 1950, of which 
20 million of its very scarce dollars had to be set aside for imports 
from the United States and Canada since these are the only countries 
which can satisfy certain requirements for farm machinery. 

/intra-regional 
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intra-regional trade at constant prices appears to have increased faster 
than trade with countries outside the region. While the total value of 
exports at 1938 prices rose in 1948 to 30 per cent above 1938, the value 
of intra-regional exports increased by an estimated 60 per cent. 
Intra-regional exports in 1949 at current prices fell considerably more 
than total exports, but at constant prices the difference in the relative 
decline of intra-regional and total exports was much less. This is 
probably due to the fact that the bulk of intra-regional trade is in 
food and raw materials, the prices of which declined more than did prices 
of imports — mostly manufactures — from outside the region. 

The importance of the area as a market for exports is quite different 
for the Latin American countries taken individually. As.measured by the 
proportion of exports sold in the area, it appears to be of great 
importance for Ecuador, Paraguay and Peru, and of less importance relative 
to total exports for Argentina, Brazil, Chile, El Salvador and Uruguay. 
The great bulk of intra-regioncl trade is carried on among the southern 
South American countries: Argentina, Bolivia, Brazil, Chile, Paraguay, 
Peru and Uruguay accounted for 88 per cent of exports within the area in 
1928, 88 per cent in 1938, 80 per cent in 1948, and 86 per cent in 1949. 

Certain Latin American countries are consistently net debtors 
vis-a-vis the whole area, among these are Brazil, Chile, Uruguay, 
Guatemala and Cuba. Others, such as Argentina, Peru, Ecuador, El Salvador, 
Paraguay and Mexico are consistently net creditors. 

« brief snrvey of the possibilities for an intra-regional paymjnt 
scheme based on information available for 1948 and 1949 shows that 
bilaterally balanced, multilaterally compensable, and net surplus accounted 
for about 53, 23 and 24 per cent, respectively, of total turnover. This 
supports the conclusions of the International Monetary Fund's report on 
"Multilateral Compensation of International Payments in Latin ¿America", 
which was presented to the Second Session of the Economic Commission for 
Latin America at Havana in June 1949. The Fund report stated that 
"multilateral clearing by itself is likely to contribute to an expansion 
of trade only as part of a regional payments scheme in which members are 
prepared to extend special credits to each other, or can call on an 

/outside source 
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outside source of foreign exchange if it is needed to help countries 
that arc nut creditors within the group to convert their surpluses for 
use elsewhere". 

In other words, a multilateral compensation scheme would facilitate 
trade only if the underlying trade pattern would support it. As may be 
seen from the data presented in the accompanying tables, the trade of 
the individual Latin American countries is too uneven as among themselves, 
on the one hand, and with the countries outside the region, on the other, 
to balance their intra-regional trade multilaterally unless they could 
use their surpluses and deficits with the non-convertible currency areas 
to cancel those with each other. The prospects of expanding trade with 
Europe and within the region are rather narrowly limited if each Latin 
American country must- b<ELancj its trade with each European country. 
Whether there might be a sound basis for developing multilateral trade 
among the Latin American .and European countries taken collectively 
without the nocecdity of settling balances between individual 
countries in dolL-rc, could only be d.otextiined by further study and on 
the basis of Europe's exp-rionce with multilateral payments agreements. 

«side from the problem of inconvertibility, there are other factors 
which now impede trade among the Latin American countries; certain 
elements of this problem are discussed in the second part of this report. 

/PART II 
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Table 2. Latin America.- Value and deatlnatlon of exports, selected years _ 
Millions of dollars at c n-ent nricus. 

¡United States Canada 
Country Í1928 1938 1948 1949 

europe 
19281938 1948 1949 

Lati n Arier" 
Í928K38 1948 ' 

1 Argentina 
2 Boliida 
3 Brazil 
4 Chile 
5 Colombia 
6 Costa Rica 
7 Cuba 
8 Dominican Rep 
9 Ecuador 
10 El Salvador 
11 Guatemala 
7 2 Haiti 
Ì3 Honduras 
14 Mexi co 
15 Ni carata 
16 Panama 
17 Par^uay 
18 p^ r u 
19 Uruguay 20 Venezuela 

All countries 

88 39 1 5 9 V 
2 1 7 W 

216 103 528 
80 33 173 

103 51 249 
5 4 25 

207 1D8 39OV 
• H ? 

3 6 
16 12 
2 3 
35 10 
169 50 348 

6 2 14b/ 
3 4 
- 1 
41 25 
11 3 
32 38 

1036 501 256.9. 

48 
15 36 
46 
19 
27 

10" 
40 

86c/ 
n.a. 
569' 
149 
253 
n.a. 
324h/ 
W n.a. 
48k/ 
n.a. 
n.a. 

10 
1 
471/ 
279 

2191 

836 337 1277a/ 
37 32 40e/ 
202 155 403 
137 93 99 
19 20 14 
13 5 4 
64 30 258 
18 8 28 
8 

19 
12 
20 
5 

3 
12 
4B 
1 
2 
¿5 
98 
99 

1584 853 2438 

4. 
4 
1 

58 54 
6 2 
1 -
2 4 
48 34 
66 43 
13 20 

668c/ 
n.a. 
364 
99 
21 

n.a. 
174i/ 
A8_i/ 
4 n .a. 
3V n.a. 

n.a. 
52¿/ 

65 50 179c/ 
2 1 2 
44 16 T*3 
o ñ '-S7 
6 1 5 
1 - 2 
5 2 12 

4 3 10 
2 1 6 

8 
2 29 

2 

c~> 

n .a~" 
115 

0 
n.a. 

n.a. 
n.a . 
n.a.. 
171/ 

9 
51J/ llOn/ 

246 
1847 

13 2 
35 15 

Q 

1 2 
218 112 

262/ 
61 
Li 

3CL/Í 
?6r/i 
? n 
44 B I 

Continued: 
Other areas All vorld 

1949(Changes from! % changes 
1928 19381946 1949; 1928 1938 1948 1 , 11948 to 1949jl9fc8to 1Q4° 

I 1 4 . _ ! + -
1 Argentina 
2 Bolivia 
3 Brazil 
4 Chile 
5 Colombia 
6 Costa Rica 
Cuba 
Dominican Rep. 

9 Ecuador 
10 El Salvador 
11 Guatemala 
12 Haiti 
13 Honduras 
14 Mexico 
15 Nicaragua 
16 Panama" 
17 Paraguay 
18 Peru 
19 Uruguay 
20 Venezuela 

All countries 

29 
12 10 

12 
1 

2.0 

2 
2 

1 
1 

2 
2 
1 

12 
RS 
12 
22 1 64 

6 
8 

1 

35 
0 

11 
9 

n.a, 
48 
22 24 n.a. 
89i/ f 
n.a. 
n.a. 
n.a. 
354/ w 

70 118 651 526 
I5n/ 

1018 
41 
474 
236 
128 
19 

278 
29 
18 
24 
28 
22 
40 
243 12 
4 

15 
125 
202 116 

433 1627 880 
35 113 99 

296 1180 1096 
139 81 
u ! 
15 10 10 
16 
7 
11 110 
4 
4 
9 

76 
61 

173 

328 290 32 724 
82 
37 
45 
50 
31 
35 

460 
1? 
10 
28 

157 
179. 

¿83 
38 
601 
74 
27 
63 
51 
35 
25 
431 
25 
11 
33 
155 
201 

10 6 

18 
1 
4 

6 
1 
5 

22 
•1114''074 

134 180 927 781 2972 1651 6541 .j526 73_ 

747 
1 h 
84 
21 

123 
8 

10 

10 
29 

2 

40 
108E 

3 19 

L0 

13 

32 10 18 

12 

12 
7 
6 

17 
10 
7n 

4 
IS 

a/ Figures are partly estimated.For Brazil,Chile and Ecuador îrrur̂ s »•-e totals Tor the whole year. ' Far other countries a~e annual rates based on ex^or4.s ror 9 to 11 months', b/ Includes only USA. c/ Estimates based on statistics of trad^n17 nartner d,/ Eurore and other countries of the sterling area, e/ Includes only U K. _ - "' " '" ' * *•> -•-• - - - '/..Includes \r* r 
' Estimate based . . _ . _ . Cuba and that reported by USA in la48, w a s a relied to the 1949 USA figure. %J Percent trade distribution for 8 months arpliod to total exports, j/ Fercerir trade distribution of first semester applied to total exports, k/ Percent trade distribution of 10 months arnLied to total exports. 1/ Includes exrorts in transit, m/ Includes all Hest ern Hemisphere, except USA. n/ Percent trade- distribution of Tl months appl" d to total exports. 

Sourc"s• Data for total ox*x>rts forc1928, 1938 and 1948 from.: International "onr-tury Fund, International Financial Statistics, Dec 1949 issue, -;xc ot ^or Arsr.-n-tina which is the official figure. Data for 1949 from tradn renort? premr-d bv the Economic Commission for Latin America, and from International Financial Statistics. 
Da+a for trade distribution for 1928 and 1?38 fror the League of Nations: Network o" T'rorld Trade, 1942, For 1948 and 1949 from official trade figure 0f fb T.n+.->n Ar'TiPin Connt.TM n̂r* >i r- t.nHr nn̂ fno-rC! 



VCN.12/165 
Paga 13. 

Cable 3 ~ Latin Areica Vrl1 X ri-da. 
of dollars at current prices. 

Country 'Uni4 _ 
P923 l^g 

t-li H i ops 
States & Canada i 
1948 1%9" 11928 1938 1948 1949 1Ì928 19381948 1949 

durone Latin America 

1 Ar̂ ent-ì ne 90 eoTb/ 207b/ 488 287 649e/ 525 79 51 332 113 
"olivi a 6 n 34 n.a. 11 9 5 n.a. 6 p 24 n.a. 

0 Irazil 120 76 59° 480 250 160 298 358 64 40 126 150 
u CV'le 50 32 11? 167 82 61 66 57 21 17 81 66 
5 Colombi h 73 47 241 213 78 ho 57 35 10 1 32 16 
6 Cos+ a Ri ca 0 6 33 n.a. 8 5 3 n.a. 1 1 3 n.a. 
r-r Cuba 148 85 463 339d/ 52 23 37 31d/ Q 2 2° 20d/ 
C 1 orna.ni "an ".sp 20 6 5^ 32e/ 7 4 4 4e/ - - 2 le/ 
0 Ec-vlor 6 4 3Q 32 . 8 5 9 0 1 - 5 2 

i r El Sai-ad or 9 4 31 n.a. 7 4 6 n.a.. 1 1 4 n.a, 
il Gij a'-e-'al a 18 10 53 54f/ li 11 6 7 f / 2 - 6 6 f / 
12 Haiti 16 5 27 n . a . 4 2 2 n a. - - 1 n.a. 
13 Honduras 11 8 33 n.a. 2 2 - n.a. - 1 4 n.a. 
14 Mexico 127 72 480 401 e/ 55 47 5C 35e/ - 0 5 2e/ 
15 Nicaragua 9 4 22 15-/ 4 2 - W 2 - 3 3e/ 
16 Panama 11 16 58 5C 4 _ 4 5 1 - 7 4 
17 Para™uav 9 1 n il 6 0 

j 5 9 5 4 4 10 
18 Peru 2o 22 oL QL.e/ 31 2? 25 26e/ 3 6 40 0e/ 
10 Uruguay 30 8 68 Lb 43 35 46 96 17 12 62 38 
tO Venezuela 43 £0 583 519 36 42 135 108 1 1 46 20 

All countries 930 563 36^2 2708 110? 7 «a • • / HO? __ 1306 223 145 469 
Continued. 

OtK All world 
Country av23 1919 11928 193B 1948 1949 

Changes 
1948-1949 4 

changes 
1948-1949 

1 Argentina L "7 54 11 - 482 15n9 845 - 754 47 
2 Bolivia -

n 6 n.a. 23 .26 6° 38 - 31 44 
3 Brazil 7 20 98 ice 441. 2? 6 21 21 1103 - 19 2 
4 Chile 10 n 5 13 163 1.13 .2 29 303 34 - 13 -

5 Colombia - ] 6 1 161 PO • • / 336 265 - 71 21 
6 Costa Rica - 1 Q r .a. 18 13 42 46 4 - a -

7 Cuba 25 0 40 lfd/ 2^4 119 569 456 - 113 - 20 
8 Donr'nican Hep 3 2 3«/ 30 1? 72 40 - 32 - 44 
9 Ecuador i l - 16 10 53 43 - 10 - 19 

10 FI Salvador T - - u.a. 18 9 41 30 - 11 - 27 
11 G-a-" errala - - 3 31/ 31 21 60 70 2 - 3 -

1"' Waiti l 2 n.a. 20 8 32 n.a. n.a. n.a. n a. n.a 
13 Honduras - 1 - n.a. 13 12 42 37 - 5 - 10 
14 Fexi co 3 4 6 Se/ 185 123 550 446 - 104 - 10 
15 w cara-ma - - 2 le/ 15 6 27 20 - 7 - 26 
16 ^anama . 1 - 1 5 17 16 70 64 - 6 - 0 
l 7 ârarniay - 2 11 1 13 10 27 31 4 - 15 -

18 reru 7 4 Q 
/ 3®/ 20 59 168 132 - 36 - 21 

1Q lTruiTuav 2 7 24 9 97 6.2 200 180 20 - 10 
20 Venezuela 1 3 4 33 81 106 768 680 88 - 11 

A"i.l countries 108 23S 195 2453 1597 6123 4829 44 1307 1 21 
a/ Figures are annual rates based on six to eleven months trade figures. For 
"Argentina imports were estimated from statistics o17 tve principal trading 
partners rlus an adiu~ttr>ent of 17$ for freight and insurance, bj Includes only-
USA. c/ Includes Europe and other countries of the sterling area, d/ Fercent 
distribution for 8 months aorl?e^ to total imports, e/ Percent distribution for 
first semester a^rli 3d to total imports, f/ Percent 'distribution for 10 months 
applied to total Imports. 
Sources- See TaKL? 
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Table 4 .- Latin American Exports and Imports at 1938 Prices 
Selected Years 

Country 

Exports a/ 

Millions 
of dellers 

1928 1938 1948 

Index of 
volume 

1938- 100 

1928 1948 

Imports b/ 

Millions 
o*" dollars 

1928 1938 19'." 

volume 
1938= 100 

1°2Q 1 °48 

Argentina 6°2 438 464 15» 1C6 587 482 665 122 13? 
8oli vi a n.a. 35 48 n.a. 137 18 ?G 27 68 103 
8razi 1 175 .296 39o 59 10? 3C1 2n6 470 1°2 159 
Colombia 60 81 88 74 108 121 po 156 136 175 
Cos- a Rica 8 c 11 °0 126 15 13 19 112 150 
C-ba .210 142 254 148 T T> 181 TIP 9 CO 1 c2 226 
Chile 14? 139 158 106 Ili 13' 119 112 113 95 
Domini a^n Rep, . 13 15 15 84 103 2 'A 12 q3 10P 
Emader 8 10 12 78 122 13 10 24 133 -42 
El Salvador 10 10 12 101 120 15 9 I e 164 oi p 
G"atem?la 13 16 17 82 109 26 21 "1 p o 1' 
Hai ti R 7 9 115 121 P .a. 8 p .a. n.a. P . "i . 
Wopduras 25 11 12 231 105 10 12 ?0 «4 1*5 
Voxi CO 128 110 173 116 162 149 123 1?J. 
I'i cara^ua n.a. 4 n.a. n.a. n.a. 12 6 12 O 
nanam n.a. 4 n.a. n .a. n .a. n.a. 16 r> a n ,a , p.a. 
raraTuay 8 o 8 87 92 10 10 10 9° 95* 
peru 66 76 49 87 64 60 59 7" 129 
Uvuguay 76 61 61 124 1 0 80 62 TP 1 >6 
Venezuela 109 173 443 61 24? 65 106 356 ei 336 

All countries 1,755 1 ,€51 2,15° 106 153 1 ,880 1 ,59? 2 ,632 118 165 

a/ United Nations Economic Conunission fo>* Latin America. 
b/ Calculated by deflatipgthe dollar valu<= or imports by a rriee index 

baséd on export'prices or United States, Great Britain and Arrjirtina, 
weighed according to the importance of United States, the European 
countries and Latin America as supplì ars in 1938. 

Note • Dr.ta in this table show divergencies with that presented in t^e 
Economic Gurvejr of Latin America 1949 because slightly di ffnrent 
basic data and procedures vrere used. 



TableJ^.- Latin America • Trade Surpluses, "selected years 1/ 
Millions of dollars at current prices 

! Un ..State; 
Countiy -jvcT-g J53Î 

3 & Canada; Europe Lati n America 0+ her area? i 1 All world ! Un ..State; 
Countiy -jvcT-g J53Î ~194'vr 1949 ! 1928" 193*8 194*8*'Ì949 3928 Ì93S 1948" 19^1 Ì928 1938 19*48 1949, 19*2¥]538"l948"" "*1949 " 

1 Argentina -1C5 -51. -443 -121 +348 450 +628 +143 -14 • -1 -153 +13 -18 -42 +1 - 4211 -44* +28 " 43V 
2 Bolivia -4 -6 437 n.a. 4 26 423 +35 n.a. -4 -7 -22. n.a. - ~1 - 6 n.a +18 +9 +44 + 61 
3 Praz:! 1 49b -27 - 7 1 489 -48 -5 +105 *6 - 2 0 __ <- 0 -137 -A4 +5 0 -12 - 5 8 +33 0 +59 - 7 
4 Chile i 3 0 -+1 -f 56 -18 455 432 +33 442 - 1 2 -11 -44 -29 C - 1 414 49 +73 +21 +59 44 
5 Colomtia 4 30 44 r 8 +40 -59 - 2 0 -43 -14 -4 0 -27 -14 - + 8 +16 423 -33 - 8 - 4 6 +35 
b Copta jiiaa -4 - 2 -8 n.a. 4 5 0 41 n.a. 0 - 1 - 1 n.a - 1 - 2 n . a +1 -4 -10 -8 
7 Cuba +59 423 -73 - 6 5 412. +7 +221 4143 - 4 0 - 1 7 - 0 - 2 3 ' - 7 424 473 444 +23 +155 4145 
8 Dominican Tier -9 - 1 -11 -15 4 ll + 4 +24 +44 — -2 0 -3 -C - 1 45 - 1 + 3 410 +34 
9 Ecuador 0 -1 -24 -17 0 - 1 -5 -5 +3 43 +5 43 -1 - I +8 43 + 2 0 - 1 6 - 1 6 

10 El ialv-s.iur - 6 + 2 45 n.a. +12 -1 -3 P.-a. +1 0 42 n.a - 1 - - n.a + 6 +1 +4 +33 
11 Guatemala 42 - 7 -6 4 1 - 7 -3 -4 -2 — -6 -6 - - - 2 -3 - 3 - 5 - 1 8 -19 
12 Haiti -14 - 2 -8 p .a. +16 42 +10 n.a. - - -1 n.a - -1 - 2 n.a + 2 - 1 - 1 n.a 
13 I.onduras -11 n.a. +3 - 1 - n.a. -1 44 Ti.a - - 1 - n.a +27 - 1 - 7 -12 
14 Mexico +42 -22 -141 -74 +3 +7 -2 +17 47 + 2 + 24 415 +6 • 0 4 29 427 + 58 - 1 3 - 9 0 -15 
15 Nicaragua -3 - 2 -8 41 + 2 0 41 +2 - 2 — - 1 -c - • - 0 42 - 3 - 2 - 8 45 
16 Panama -8 - 1 2 -40 -3 ~ -4 -4 - 1 - -7 -4 -1 - - 1 -5 -13 -12 -60 - 5 3 
17 Paraguay -2 0 -7 -10 -4 41 -3 -7 4 g - 2 4 22 +20 0 - 1 1 - 1 4 2 - 1 +1 +2 
18 Peru 412 4-3 -54 -47 +17 +7 + 20 +25 432 49 421 440 -6 - 2 + 2 •45 + 55 417 -11 + 23 
19 Uruguay -19 -5 -18 +6 418 +13 452 +14 +7 - 3 -40 -12 -1 -6 -15 413 4 5 - 1 -21 4 21 
20 Venezuela -11 - 2 2 -262 -240 -23 -22 -36 +138 0 +1 - 3 43 +69 +115 +647 +493 435 t72 +346 +394 

All countries 4106 -62 -3 093 -517 +392 489 H031 +540 - 5 -33 -209 -21 +25 + 60 +689 +586 +519 +54 4418 4588 2/ 

1/ For notes and sources see tables II and III. 
2/ This figures differe from the balance oltained from the total of exports and imports because of the 

exclusion of Bolivia, Costa Rica, El Salvador, Haiti and Honduras. 
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Table 6 Intra Latin American Trade in 1928 y 

Millions of dollars 

cd O « C •H -P G 
et) 

a 
cti •H 
•i 

g 
cö n3 

O. 
£ (1) il) •H s -P n3 H • M H rj r-t w y a O b o o Jä r < « m O o o o C3 

ö o 
•rl CO 

fc $ t 
$ _ , . M O TJ «5 ctl ctf al r~t in Ö ì>s H 
H B Jj O r* V? 0 

•Ö li a . H P Ü Ih s M _ P N .H H <i IO -p "d Ti a ci tf bû O cj 
O H P C o JD -H 3 t- 0) U o © C Eîî-niJ* S3 > ¡3 Eri 

Argentina _ 2.0 39.0 - - 1.0 8,0 6.0 2.0 7.0 - - 65.0 
Bolivia 1.0 - 1.0 - - - » - - - - 2.0 
Brazil 28.0 - - - » - 3 , 0 - - - - - - - - 13.0 - - 44.0 
Colombia „ _ _ „ - 1 . 0 - » - - - 5 . 0 - 6.0 
Costa Rica _ _ „ i.o - - - _ - - - _ _ _ - - _ .. „ l.o 
Cuba 3.0 - - - - - - - - - - - - - - 1 . 0 - 1 . 0 5.0 
Chile 4.0 1.0 - 1.0 - - - 1.0 1.0 - 1.0 9.0 
Dom.Rep.£/ _ _ _ _ _ _ 
Ecuador - - - 2.0 - - 1.0 - 1.0 - 4.0 
EL Salvador - - 1.0 1.0 - - - - - - - - - - - 2.0 
Guatemala b/- - - « - « - - - - - - - - - - - - - - - -
Haiti b / ~ - - - - - - - - - -
Honduras b/ - _ - _ _ _ - - „ - - - _ _ _ . - - - „ - -
Mexico 2.0 - 2.0 - - 3.0 - - - - - - 7.0 
Nicaragua b/- - - - - - - - - - - - - - -
Panama b/ - - - - - _ - . * - - _ - - - - - - - _ - _ 
Paraguay 13.0 - - - - - - - - 1 . 0 - - 14.0 
Peru 14.0 1.0 5.0 1.0 - 2.0 11.0 - _ - 3.0 35.'' 
Uruguay 16.0 - 5 . 0 - - - 1.0 - - - « 24.C 
Venezuela - « - - - - - - - - - - - - - - - - - - - -
Total 
Imports 81.0 4.0 52.0 5.0 - 8.0 25.0 - - - 6,0 4.0 23.05.0 5,0 2IC.Û 

Source: League of Nations Network of World Trade, Geneva, 1942. 
a/ Based on export figures 
b/ Not available. 



Table 7- Inira-Latin Ame r ican Trade ìn„iSl? 
(iîi rr:il].ions o.f dollars) 

a/ 

. LTiip',rtin:", 
X coun -

Ex-\ t r i e s 

porting 
countries 

CÖ c T ' 
C a>. ti 
t< 

H O 
ça 

1—i •H 

P'< 

rO R o r~! O O 

cti O •H il" 

UJ O O 

eu 
O 

Argentina 
Bolivia 
Pr i. 1 clo J.x 
Colombia 
Costa Rica 
Cuba 
Chile 
Doi.dn. Rep. 
icuador 
El Salvador 
Guatemala 
Haiti ' 
Honduras 
Mexico 
Nicaragua 
Panama 
Iaraguay 
Feru 
Uriiguay 
V¥nezu eia. 

3.I 
0.6 

13.1 0.1 
0.1 -
0 . 0 -
0.7 0.0 
2.1 0*8 

0.0 0.0 

0.1 0.0 

1.5 -
6.0 1.0 
5-9 -

2 c ttf K) (ti ^ f-t r-i n: 0 p KT c: 0 et et* ' r.' U c? f- tf S û- T p -p •H CÜ e r s •r • >1 r" C!1 Os + •r-ni T r m a1 s-l ctf m c fo-ci X • c- co et1 0 s 0 n? ÎH 0 r," P p- s ;H P-, c (—1 a 
p- a. 

('• .. Jv a. 

3 Sh 0) ftn 

C'j 7-i 
E. 

a 
r-ì S N 
Ë 
0) > 

32.0 0.2 0.0 0.1 
0.5 0.0 - -

0 . 2 -
0.0 0.0 0.1 
- 0 . 1 
0.0 0.1 0.0 
0.7 o.l o-O 1.1 

U.Û 
0.4 0.2 0.0 0.1 

0 . 0 0 . 0 
0.0 - 0.0 0.0 

4.5 C. 
0.1 -
0.5 -
0.0 -
0.0 -

. V. 
C.o 

u .O 

0.0 0.0 0.0 0.0 0.4 T 

0.0 -

0.0 -
0 . 0 - -

- o.o 
0.3 0.1 0.0 0.6 

0.Û u.l 0.0 
-• 0.1 0.1 0.0 
0.0 - - -
1.5 0.1 0.0 0.0 
2.2 - 0.0 0.0 
0.1 0.5 0.0 0.2 

Total Imp. 30.I 5.O 37.7 I.7 

0.7 0.1 0.3 0.0 0.0 0.0 
- 0.3 - - -

- - 0.0 
- 0.0 -

0.2 -
0.0 0.0 

0.5 
0.0 
0.0 

0.1 -

0,0 -

4«6 -
0.0 -
0.9 -

0.2 0.0 -
0.0 0.0 0.1 -

0.0 0.1 -

0.1 3.7 
- - - 0.0 -
- - - - C.l 
0.0 0.0 - 0.2 -
0.0 - 0.0 0.0 -
0.0 O.C C.C 0.1 O.C 
- - - C.l -
- 0.0 - - -

0.0 0.0 0.1 0.0 
0.4 0.1 0.0 0.0 -
0.0 - 0.0 0.0 - ' 

0.0 0.0 0.0 -
0.0 0.0 
0.0 0.0 

U.U -
C.C -

0.0 0.0 0.0 0.0 0.0 0.0 c.o 

0.1 0.3 0.0 - 0.0 - C.l C.l -
0.2 - C.O 0.2 

w.C — 

co 
•ä t: o O f . 
fr* X fr: 

3„7 2.6 0.1 
0.1 0.0 -

4.1 0.1 
L.C - 0.3 
u.l - 0.0 
0.1 0.2 0.0 
Ì.C 0.2 -0.0 

0.0 
0.9 0.7 0.0 
C.C - - • 

- 0.0 

C..C " 

o.c 0.1 0.1 
0.1 - -
O.C - 0.0 
- 0.1 -

1.6 0.0 
c.o 0.1 
0.0 -

50.5 
1.3 

18.2 
0.7 
0.2 
2.3 
6.4 
0.0 
2.9 
0.6 
0.0 
0.0 
0.2 
1.5 
0.3 
0.2 
1.6 
15.4 
8.6 
1.7 0 . 0 - - - - - -

11.9 0.1 0.7 0.5 0.3 0.0 0.4 0.7 0.1 0.7 4.0 6.0 9.6 0.7 112.6 
a/' Based on exports figures 
Source: International Monetary Fund: Multilateral compensation of International Payments in Latin 

America, Doc. E/CK.12/87- Economic Commission for Latin America, 1949 

-0 w p \ OQ C-. cd 
it H H -O K) 
H O VA 
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Table 8; - Intra Latin America Trade in 1948 a/ 
Millions of dollars 

-—•^Importers 
Export ersT 

Argen-
tina 

Boli-
via Brazil Colom Costa bia Rica Cuba Chile Domin, Ecua-Rernifi1 dor 

EL Sal 
vador 

Guatj 
mal • 

Argentina - 9.89 76.66 5.58 0.08 1.91 22,62 0.25 0.17 - 0 08 
Bolivia 1.53 - 0.12 - - 0.31 - - - -

Brazil 111.08 - - 4.22 - - 12.79 - - - -

Colombia 1.77 - 0.17 - 0.03 0.73 0.23 - 0 15 0 ,n6 -

Ceŝ .a Ri ca - - - 1.40 - 0.20 0.26 - - 0.01 o .n 
Cuba 0.58 - 0.07 0.29 0.07 - 0.72 0.22 - 0.07 f. 07 
Chile 13.85 2.48 7.42 0.92 a-25 4.69 - 0.02 0.87 C !03 .~> r , . . í 
Dom.Re^. y a-25 

Ecuador 
y 

0.14 0.16 - 2.52 0.09 3.09 1.14 0.01 - -

El. Salvador» / - - - - 0.27 0.08 - - 0.43 - 2.05 
Guatemala V 
fJai ti V 
Honduras 

V 
0.01 - - 0.06 0 13 2.67 - - - 3.98 0.27 

Kexi co 2 .48 - 1.98 0.92 - 11,91 0.32 - 0.23 0.55 3.68 
Ni caracua - - - - 0.3S - - - - - -

Panama V 
Paro•uay 23.64 - - - - - - - - - -

Peru 6.39 ^.93 0.44 9.22 0.14 - 2r7.9<7 - 1.33 0.30 0.30 
Uruguay 3.58 - 10.74 - - - - - - - -

Venezuela 24.17 - 9.02 0.78 - - 0.11 - 0.22 - -

Total Imports 189.22 18.46 106.6:2 25.91 1.44 25.28 68.25 0.50 3.40 5.00 6. 61 
Continued: 

-..Jmoorters Hai- Hondú Mexi- Nica- Pana- Para- Uru- Vene- Unallo- Total 
Exporters"""-- • ti ras co ragua ma guay Peru guay zuela cated export s 
Argentina 0,70 1.61 - "0.36 S. 09 26,16 14.04 11.20 - 179 41 
Bolivia - - - - - O.C? - - - - 2.04 
Brazil - - 0.59 - - 1.17 - 17.60 6.57 9.0 163.02 
Colombi a - 0.06 0.03 0.03 0.29 - 0.23 - O.90 - 4.68 
Costa Rica - 0.01 0.03 0.02 0.06 - 0.01 0.04 0.11 - 2.16 
Cuba 0.07 0.07 0.22 - 0.36 - 0.58 0.80 7.89 - 12 08 
Chile - 0.16 0.27 - 0.56 0.25 3.06 1.09 0.61 - 36 . G8 
Dom.Rep. y Ecuador 0.02 - - - 0.59 - 1.42 0.01 1.26 - l r'. U ; 
El. Salvador - 1.74 - 0.12 0.4.0 - - — 1.11 0.12 6. " 
Guat errala *?/ «ai ti h/ Honour" s - - 0.12 0.19 0.27 - - - 0.23 -

Tex-1' co - 0.69 - 0.69 1.01 - 0.18 3.77 - 28.78 Ni oararua - 0.19 - - 0.38 - - - - r .57 1.52 
Pa narra y Para<-niay - - - - - - - 2.24 - - 25 88 
"eru - - 0.14 0.3 o - - - 6.69 0.30 - 61-
r̂iT'uav - - - - - - - - - 7.26 
Venezuo]a - - - - - - 0.11 8.58 - - 42.^9 
Tdtal Imports 0.79 0 Q7 3.01 1.35 4.28 9.59 31.75 51.46 33.95 16.95 606.7' 
a/ Based on Export Figures 
b/ Oat" for Guatemala, Haiti, "anama and the Dominican Republic are negligible. 
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Table _g\- Intra L 3 rrva ri e a Traie in 1°-2<.Q aj 
Millions of dollars 

ji/X— -̂ tê e ^ rrpy> — 
tana 

Boli-
via Brazil Colom bi a 

Costa 
Rica Cuba Chile Domin Rerubl. 

Ecua-
dor 

EL Sal Guate 
vador mala. 

Ar̂ ei'ti na _ _ 101.00 - - - 13.33 - - -

vi a V 
-razi1 84.06 0.22 - 0.88 - 0.11 8.88 - 0.11 -

Colombi a 0.24 - 0.03 - - 0.18 0.03 - 0.03 -

°osl a Rica V C-ba V 
0.60 - 0.06 0 12 0.18 - 7.15 0.12 - 0.06 

Chi 1 e 11.08 2.59 12.14 0.44 0.20 4.15 - 0.01 0.70 0.13 0.22 
Pom 'leP. 0.01 - - - - 0.11 - • - - 0.09 0.04 
Ecuador 0.47 0.10 0.04 0.89 0.07 0.22 0.92 0.01 - 0.01 
? 0 a V a dor b/ 
0 ;?to-naia c/ Haiti V Honduras y Me>:i cc y 0.39 0.17 1.64 0.52 0.22 5.90 0.17 0.04 0.04 0.26 3.84 
Ni e ar a sua - - - - 0.29 0.03 - - - 0.38 0.31 
Panama £/ Para ~uay £/ 27.81 - 0.02 - - - - - - - -

Peru 3.86 5.38 1.49 4.77 0.20 - 27.71 - 0.98 0.16 
Uruguay 8.00 0.34 15.56 0.18 - 0.34 0.02 0.04 0.04 -

Venezuela _ SuTL -
rr p i i . -'4 "1.40 - - - - - -

I Toal I m no rt 143.29 8.80 139.92 9.20 1.16 11.04 52.21 0.22 1.90 0.86 4.64 
Continued: 

_ I m p o j Hai- [-Imi; Mey-i- Kie,: Ax-, -^ters I ti ra^ porters I ^ 
rana -

raç^a ma 
Para- p Uru 
"uay ^ e r u guay zuela cated 

Vene- Unallo- Tòtail 
exports" 

Argentina 
Bolivia b/ 
Brasi 1 
Colombia 
Costa Rica b/ 
Cuba 
Chile 
Dom.Rep. 
Ecuador 
E1 Salvador b/ 
Guatar-ala c_/ 
''aiti b/ 
Honduras b / 
Maxi co 

"a^a^a e/ 
^ara 'Pia?/ 
. "i "pi T 

Hrn-uay 
Ver. e^nel a 

i 1 .40 0 . 2 ? 

0 . 3 ° -

0.06 0.24 
0 ° i 

r> a-' 
! _v ^J 

n C .06 
0.01 - 0.5? -

5 .28 O .70 2 .36 - 126.34 

0 .44. 16 .44 1 .75 _ 115.42 
0 09 — 0 .49 0.21 1.63 
.19 - 3 0.96 13,52' 1 !c4 0 0 .57 - 36.98. 

- 0 .03 o .19 -

0 .22 0 .65 0 .86 - 5.04 

0 99 - 0.2.2 0.52 0.04 0.47 0.04 1.98 
0.01 0.05 0.01 - 0.35 - 0 . 6 2 - 0.95 

0.02 0.29 0.03 0.05 -
. 2 . 0 6 -
1.07 2.99 

0.02 - 0.01 0.28 0.14 -
0 "H 

0.74 
6.44 -

16,85 
3.00 

29.89 
49 '00 
25.71 
22.56 

Total Import 0.08 1.40 0,85 1.91 3-49 3,05 9 32 30.08 16.25 1.17 446.74 

a/ Rased on Export Figures 
b/ Not available 
£/ Negligible 
Source: See Tables II and H I 



Tjible_10 Trade Balances in Inter Iat_ii,_ American Trade; 
(Eillions of dollars) 

(|) refers to country in column head 

1928 
T) LU f" \ (ft Cj 

O 
H ON 

Argentina 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Cuba 
Chile 
Domin.Rep. 
Ecuador 
El .Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
Ianama 
I- araguay 
Peru 
Uruguay 
Venezuela 
Unallocated 
Gross (f) 
Gross (-) 
;:et Balance 

T3. eti a) c cd •r- 0 •f"l •H r—i r •P-! -p K" •n E Or c •r*' N 0 
Or 

a; r—1 cd ai e : O ^ 0 
U CP P" 0 CO «Ü O O 

cd 
x; 
o 

a." H 
x. 

c T CC 

I-
o -Q-

u cd X! 
ft 0 cd w cd f- cd ft T i-f cd 0 f- H -P O tri cr T1 Ì-. 0 b' cd 05 OÎ cd 

& -P •H cd E É- 2 çg c a t—1 C: •r~< T X u cd É- J-. w N 0 
P ci -P cd £ <r cd C a* d> t 1) r—! 0 oz CT" O c cd f-. P-. pi C rH P.' •r-i 0- cri ^ C 35 r- C. !S P.. > C K 

42.0 -1.0 -11.0 -
+1.0 - -1.0 -

+ 1 1 . 0 + 1 . 0 
- +1.0-1.0 

- -1.0 -
-2.0 - - + 1.0 -
+ 4 . 0 - 1 . 0 + 3 . 0 - 1 . 0 -

- 4 . 0 
+ 1 . 0 
- 3 . 0 
1-1.0 - +2.0 -

- - + 1 . 0 
- +1.0 +1.0 

+ 2 . 0 - - + 7 . 0 + 1 2 . 0 . -y9'9-e-
_ _ _ +1.0 -

-j-2.0 - - + 5 . 0 - 8 . 0 — 
- - - f l . O - - 5 . 0 

- - - +3-0 - - +1.0 -

•2.0 - -1.0 - -

+ 1 0 . 0 

-1.0 

-1.0 
• 1.0 

-1.0 

- 2 . 0 - - 2 . 0 - -3.O 

-7.0 - -
- 1 2 . 0 - 1 . 0 -5.O - 1 . 0 - - - 1 0 . 0 

-9.O - + 8 . 0 - - -1.0 
- + 5 . 0 -
- - +1.0 +1.0 

1 6 . 0 1 . 0 1 1 . 0 6 . 0 l . c 3 . 0 3 . 0 
3 2 . 0 3 . 0 1 9 . o 5 . 0 - Ó.G19 .C 

- .16 .0 - 2 . C - 8 . 0 + 1 . 0 + i . o -3 .O-I6 .O 

- 1 . 0 -
-fl.C -

4.O 2.0 
0. 

-3.0 
- - + 1 . 0 

.0 
0.0 

+ 2 . 0 

- - - +3.O - - -
7.O - - 8 . 0 3 2 . 0 1 0 . 0 0 . 0 0 . 0 
0 . 0 - - 0 . 0 1 . 0 9.C 5 . 0 5 . 0 

+ 7 . 0 - - -8.0 +31.0 + 1 . 0 - 5 . 0 5 . 0 

Source: Sue tati-..' II ana III 
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Table li ~ Trade - Balances in Intrff L?.tir, America Trade. 1938 
(Filiicna of ¿eileav; 

(4) or (-) refers to country in column head 
Argen Bold. Bra- Colom- Costa r :Ka _ Dom. Ecua 
tina via zil bia Rica C u b a c w l e Rep. dor 

EI&l 
vador 

Argentina 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Cuba 
Chile 
Dominican Rep. 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 
Gross (+) 
Gross (-) 
Net Balance 

* 2.5 
fl8.9 
T 0.1 
- 0.0 

.6 
f 2 . 4 
f- 0.0 
- 0.0 

0.0 
0.0 

t 0.0 
+ 0.0 
t 0.3 

+ 
1-

- 2 . 5 -18.9 
- 0.4 

to.4 
+0.0 t 0.2 

- 0 . 0 - 0 .0 
-0.7 - 0.2 

-0.0 - 0.4 

- — 0.0 

- 0 . 1 
- 0 . 0 
-0.2 

-0.1 
+0.0 
-0.1. 

+0.0 

+0.1 

-0.0 
-0.0 

- 0 . 0 0.3 

0 .1 
2.2 
2.3 
3.3 
0.1 

"26C6 
6.2 

+0.0 
+ 0.1 

-0.9 - 1.5 
+0,0 + 1 . 9 

^0.0 

-0.2 -0.0 
-0.0 
+0.0 

+0.0 
-0.1 -0.0 
-0.0 -0.0 
+0.1 -0.0 

0.4 
JkA 

2,2 
J k Z 

- 0 . 1 

- 0 . 2 
0 . 1 

f-20.4 -3.7 -19.5 -1.0 

+0.0 
-0.0 

T.i 
0 . 0 
+0,1 

+0.6 
+O.0 
+0.0 

- 0 . 0 
+0.0 

-0.4 
+0.1 
+0.2 
+0.0 
-0.C 
+0.0 
+0.0 
-0.6 
-0.0 
+0.1 
+0.0 
+0.1 
+0.2 
-0.1 
1-3 
1 1 

-2.4 
+0.7 
+0.2 
+0.1 
+0.0 
+0.4 

-0 .2 
- 0 . 0 
-0.0 

-0.1 

+0.1 
-3.6 
t0.2 
-0.9 
1.7 
7.2 

-0.0 

- 0 . 1 

+0 0 
+0.0 
+0.4 
+0.2 
+0,0 
-0.2 
+0.2 

+0.0 

+0.0 

+0.0 
0.0 
0 . 1 

+0.2 -5.5 -0.1 

+0.0 
+0.0 
+0.8 
+0.7 
+0.0 
2.3 

JL-2. 
+2.1 

- 0 . 0 

+0.0 
-0.0 
+0.0 

+0.1 
+0.2 
+0.0 
+0.0 

-0.3 

0.0 
Continued : 

Gua-
temala Haiti 

Hondu Mexi- Nica-Pana Para-
ras"" co ra^ua ma guay Peru Uru- Vene-

guay zuela 
Argentina 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Cuba 
Chile 
Dffiminican Rep 
Ecuador-
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico : 
Nicaragua 
Panama 
Paraguay 
Perni 
Uruguay 
Venezuela 
Gross (+2 
Gross (-) 
Net balance 

-0.0 -G.0 -0.0 -0.3 - -0.1 -2.2 +2.3 +3.3 -o.l 
- - - +0.0 - -0,0 - +0.9 -0.0 -

+0.0 - - +0.3 - - -o.l +1.5 -1.9 -0.0 
- - -0.0 +0.1 +0.0 -0.1 - 4-0.1 - +0.2 
-0.0 - -0.0 +0.0 +0.C +0.0 - -0.0 +0.0 — 

+0.0 -0.0 -0.0 +0.6 +0.0 -G.1 -0..0 -0.1 -0.2 +0.1 +0.0 - - +0.1 - -0.1 - 4-3,6 -0.2 +0.9 
— -0.0 - -0.0 - - - - - -0.0 
— — - - - -0.0 -0.0 -0.8 -0.7 -o'.o -0.1 - -0.2 +0.0 -0.0 - - +0.3 — — 

— - +0.0 +0.1 +0.1 -0.0 - +0,0 - -0,0 
— — - - - /o.o - - - -

-0.0 — - -0.0 fo.o -0.0 - +0.0 — — 

-0 1 - +0.0 - -0.0 -0.0 - -0.0 +0.1 -0.1 -0.1 - - -0.0 +0.0 - +0.0 - -0.0 — 

^0.0 rO.o +0.0 +0.0 -0.0 - - +0.0 +0.0 -0.0 
— — - - - - - - +0.1 — 

-0.0 — -0.0 - -0.0 -0.0 - - -1.6 — 

— — - 0.1 - -0.0 -o.l +1.6 -0.1 +0.0 - +0.1 - +0.0 - - +0.1 
0.0 0.0 " 0.0 1.3 0.1 0.0 0.0 10.3 3.6 1.2 
0.3 0.0 0.2 0.4 0.0 O A 2.4 0.9 4.6 0,3 
-0.3 0.0 -0.2 +0.9 +0.1 -0,4 -2.4 +9,4 -1.0 +0.9 Source: International Monetary Fund:"Multilateral Compensation of International Payment in Latin America". 

Doriiimftnt ft/HM 1 O /P.1 ^t.^nn^rA ~ n — — r— - . • _ _ 
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Table 12..- Trade Balances Intra Latin Americ3iT.r3.de, 19^8 
Millions of dollars 

(4) or (-) rê ê -s to country in column head 
Ar^en- Boli _ .n Colon- Costa n , n, ., Dören Ecu*- 3.-^1 Gua+e tina via ^razix bla Rica 0 u ö a Ltl'le Rerrbl. dor vador mala 

-0/8 Argentina - - 8.36 +34.42 - 3.81 -0.08 — 1" '.33' 8;78 -0 .25 -0 .03 -

Bolivia +8.36 - - 0,12 - - - 4 2.17 - +0 .1 6 -

Brazil -34.42 4 0.12 - - 4.05 - 1- 0 .07 - 5.37 - - -
Colombia • * 3.81 - 4 4.05 - +1.37 - 0 .44 + 0.69 - 42 .37 -0 .06 
Costa Rica 4 0.08 - - - 1.37 - - 0 .13 - 0.01 - 40 .09 
Cuba 1.33 - - 0.07 + 0.44 tO.13 - + 3.97 -0 .22 43 .09 .1 > 
Chile + 8.78 - 2.17 + 5.37 - +0.01 - 3 .97 - -0 .02 4C -0 
Dòm.Rep. •* 0.25 - - - - + 0 .22 + 0.02 - +0 loi -
Ecuador + 0.03 - 0.16 - - 2.37 -0.09 - 3 .09 - 0.27 -0 .01 - 40 .43 
El Salvador - - - t 0.06 -0.26 - 0 .01 4 0.03 - - e .43 -
Guatemala 4 0.08 - - - +0.01 + c .07 A 0.15 - - 42 .05 
Hap ti + 0.70 - - - « i 0 .07 - - 40 .02 -
Honduras - 0.01 - - T -0.12 - 2 .60 + 0.16 - - -2 .24 
Mexico - 0.87 - - 1.39 - 0.89 40.03 -11 .69 - 0 .05 - -0 .23 -0 .55 
Nicaragua - - - + 0.03 -0.3'6 - - - - 40 .12 
Panama 0.36 - - 4 0.29 40. 06 4 0 .36 + 0.56 - +0 .59 +0 .40 
Para ̂uav -15.55 + 0.08 4 1.17 - tr ' - 4 0.25 - - -
Peru- 1 - 419,77 - 5.93 - 0.44 - 8.99 <¿0.13 X 0 .58 -26.68 - 40 .09 -0 • . « ' 

Uruguay' -110.46 - + 6.86 - 40.04 A I 0 .80 4 1.09 - J0 .01 -
Vcneauela -12 97 - 2.45 4 C.12 ¿0.1.1 S 1 7 .89 4 0.50 - il .04 41 .11 
Um:7:ocä.4ed - - + o.on - - - - - • — j r .12 
Gross (0 -*54 4 o 60 .8? 0.94 1.76 10 .06 9.5e? - 7 1 rr. 

Gross (-) -63 82 -16 62 4.47 22 17 1.04 23 .26 41.16 0 .50 0 . 69 3 .18 
Tot - 9 81. -16.42' '45$ .40 21.23 40.7.2 -13 .20 -31.57 .-OJO. 47 .05 
Con+^rued-

r ~ 

. 15 

-2 .05 

-3 .68 

.30 

.61 
61 

Ha-;ti Hondu- Mexico ~Nica- ~ 
• - - -

i'on.-i- rar'i- Pern ~ Uru-~" \T "Unallo Ha-;ti ras Mexico _ra_£ua . r.a T1 TT Pern t;-1 eia cated 
Argentina -0 70 ¿0.01 + 0.87 - -£T36 415.55 -19.77 -10.46 412 97 _ 
Bolivia - - - - - 0 08 * 5.93 - - -

Brazil - - 4 1.39 - - - 1.17 4 0.44 -6.°6 4 2. ' 5 -9.00 
Colombia - — + 0.8° -0.03 -0.20 - 4 e.oc> - - 0 12 -

Cos+a Rica - ¿0.12 - 0.03 +0.36 -0.06 - + o."i3 -Ö.04 - 0.11 -

Cnba -0 .07 42.60 411.69 - -0.36 - - 0.58 -0,80 - 7.3° -

CMle - -0.16 -f 0.05 - -0.56 - 0.25 426.68 -1.09 - O.50 -

Dom.Rep. - - - - - - - - - -

Ecuador -o, .02 - 4 0.23 - -0.59 - - 0.09 -0.01 - 1.04 -

EL Salvador - 42.24 + 0.55 -0.12 -0.40 - A 0.30 - - l.ll -0.12 
Guatemala - +0.27 + 3.68 - - - 4 0.30 - - -

Haiti - - - - - - - - - -

Honduras - - 4 0.57 - -0.27 - - - - c .23 -

Mexico - -0.57 - -0.69 -1.01 - - 6.04 '0.37 - 3Ì77 -

M caranua - - 4 0.69 - -0.38 - 4 0.30 - - -O.57 
Panama - 40.27 + 1.01 40.38 - - - - - -

Paraguay - - - - - - - - 2.24 - -

Peri1 - - 4 0.04 -0.30 - - - - 6.69 - 0.19 -

Uruguay - - 4 0.37 - - 4 2.24 4 6.6° - 4 8.58 -7.26 
Venezuela - +0.23 4 3.77 - - - 4 0.19 -8.58 - -

Unallocated - - - +0.57 - - - 47.26 - -

Gross (+) - 5.^4 25.80 1.31 - ]7 TO 4.9.95 7.26 24.00 
Gross (-) o. 7° 0.73 0.03 1.14 4.2« 1 ! 50 20.48 37.14 -14.96 16.95 
Net -0 7° J5.01 425.77 40.17 -4.28 416.2° •i29 4.7 -2°.88 4 9.04 -
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Table 12-A - .T̂ ade Balances 1 n_ Intra- La*in American Trade, 1°49 
(Millions of U.S~ dollars 

Signs (+ and (-) refers to countries in column hec.d 
Arp̂ r1 Po1 "i „ > -j - Brazil tira via 

Colom 
bia 

Costa r, , _. Cuba Rica Chile Domin Renabl 
Ecua- m Sal Gua+e 
dor vador mala 

ArvT°ntina - -16.94 +0.24 +0.60 -2.25 +0.01 +0.47 -

Bolivia 
Brazi1 +] 6.0!+ - -0.85 -0.05 +3.26 - -0.07 -

Colombia -0 24 +C.85 - -0.06 +0.41 - +0.86 -

Costa Rica 
Cuba -0.60 •(0.05 10.06 - -3.00 - 0 . 0 1 +0.22 -

Cbile +2.25 -3.26 -0.41 -»-3.00 - - 0 . 0 1 +0.22 -

Porcin Rep. -0.01 - +0.01 +0 01 - +0.01 -

Pcuad or -0.47 +0.07 -0.86 -0.22 -0.22 -0.01 - -

El Salvador 
Guatemala - - - - - - - -

Haiti 
Honduras 
T-T ? K Í CO' -0.3e? -1.31 -0.52 -5,72 12 0.O4 -0.04 -
Picara =?ua +1.40 - - -0.03 - - - -

Fañama - - - - - - -

• Paraguay- -27.81 4 2.07 - - +0.51 +0.08 - -

Pe ru •vi . 42 -1.05 -4.74 +0.18 -25.77 • - -0.76 -

I-rueuay -5.30 +0.88 -0.18 -0,34 +0.63 -0.01 +0.61 -

Venezuela +4.41 -6.09 -0.91 +3.37 +0.57 +0.1-9 +0.86 -

Unallocated - - -0,21 -0,96 - - - -

Gross (+) +26.42 +3.92 +0.30 +7.16 +5.51 40.28 +3.25 -

Gross (-) -34.82 -2 R'.65 -8.68 -7.38 -31.2,4 -0.08 -0.87 
Net -12.40 -24.73 -8.38 -0.22 -25.73 +0.20 +2.38 

Continue d: 
Ha'. Hon- „ Nica- Pana • i ¡»léxico — 
tv diras ragua ma 

" D a r q 

gu ay Peru Uru-
guay 

Vene 
zuela 

Unallo 
cated 

Argentina ->0.39 --1 1.0 - -27.21 -1.42 15.30 -4.41 — 

Bolivi a 
15.30 

Brazil tl.^1 - - -2,07 -1.05 -0.88 +6.09 -

Colombia +0.52 - - - +4.74 +0.18 +0.91 +0.21 
Costa Rica 
Cuba +5.72 +0.-3 - -0.18 +0.34 -3.37 +0.96 
Chile -0.12 - - -0.51 +25.77 -0.63 -0.57 -

Domi.n. Rer, +0.04 - - -0.08 - , +0.01 -0.19 -

Ecuador +0.04 - - - +0.76 -0.61 -0,86 -

El Sal^do r* 

Gua -a-ia] a - - - - - - - -

Haiti 
Honduras 
Mexico - -0.21 - -0.04 -0.45 +0.02 -1.98 -

Ni <aararrua +0.21 - - - -0.33 - -0.95 -
Panama - - - - - - - -

ra,,,a ••.•a;r +C.04 - - - +0.05 -1.78 - -
Per-1 +0.45 +0.33 - -0.05 - -0.93 -2.99. -

U r u j H i a v -0.02 - - +1.78 + 0.93 - +5.70 -

Venezuela tl.98 +0.95 - - +2.99 -5.70 - -

Unallocate d - - - - - - - -
Gross (*) +10.70 +1.31 - +29„59 +36.20 +5.85 +12.70 +1.17 
Gross (-) -0,14 -1.61 - -2.75 -2.38 --10.53 -15.32 -1,17 
Net +10.56 -•0.30 - +26.84 +33.91 -4.68 -2.82 -

Source. See Tables 1 and 2. 
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PART II 

TRnDE AND POLICIES OF SELECTED LnTIN AMERICi.N COUNTRIES 

I. Introduction 

General Statement of the Problem 
The trade policies of the Latin American countries up to 1930 were 

a relatively simple matter. Over a period of seventy-five years or more 
they had adapted their production and trade structures to the system of 
multilateral trade which prevailed. By and large they sold in the dearest 
market and bought in the cheapest; exchange rates were flexible and 
regulated internal-external price relationships; quantitative import 
and export controls were rarely used; trad© treaties usually contained 
the mpst-favoured-nation clause; tariffs were generally imposed for 
revenue purposes with, however, some important exceptions. Since then 
commercial policy has become a complex and powerful instrument: in the 
first instance, for defense against world trade dislocations and 
disequilibrium in the balance of payments; and, secondly, for promoting 
economic development and redistributing the national income. 

Restoration of multilateral trade and equilibrium in the balance 
of payments of the principal trading countries of the werld outside of 
Latin America would no doubt go a long way toward solving the most urgent 
trade problems of this region. Latin american economies are ill-adapted 
to a system of bilateral trade because of the concentration of exports 
in a few commodities — it is practically impossible for a country with 
not more than three or four principal export commodities to adjust its 
total import requirements so that its imports from each trading partner 
will exactly balance its exports to that country. However, despite the 
great benefits which would come with currency convertibility and extensive 
multilateral trading envisaged in the Havana Charter and the General 
Agreements on Tariffs and Trade, it remains to be seen whether this is 
the core of the problem for a number of these countries. 

The analysis presented in the Economic Survey of Latin America 12^9 
demonstrates that economic development in Latin ¿America has been 

/accompanied by 
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accompanied by a decreasing rate of real exports. 1/ Although exports 
have increased, for most of the countries, they have not risen as much as 
national income and population. The disparity between increase of real 
exports and income and population has been greatly accentuated for several 
countries due to the fact that industrial development has been accelerated 
during the past twenty years, while the volume of exports and imports 
has increased only moderately or, as in the case of Chile and Argentina, 
has remained the same or decreased. Thus the ability to import has 
become less, although the demand for imports has increased due to the 
requirements of development and the fact that real income has 
gone up. This has created a tendency toward disequilibrium in 
the balance of payments which is more basic and is independent :of 
other factors causing disequilibrium such as inflation,' inconvertibility 
of currencies, and short-run fluctuations of prices and volume of trade. 2/ 

It then follows that certain Latin American countries have been' 
confronted with the necessity cither to allow the rate of increase of 
per capita income to be retarded by raal export trends or to expand 
economic activity at a faster rate than real exports and search for 
means to reduce the propensity to import. The problem first presented 
itself in an acute way during the depression. Some countries followed 
a deflationary policy and permitted trade to exercise its full influence 
on the internal economy which gradually recovered as trade revived. 
Other countries stimulated industrial development —- some with and some 
without quantitative restrictions. Since the war the problem of adjusting 
imports in an expanding economy to exports which have not been sufficient 
to satisfy the demand for imports, has been complicated by inconvertibility 
of currencies and domestic inflation,. 

Latin American countries have attempted to limit the propensity to 
import in various ways. Cuba and Venezuela were the only countries to 

1/ The rate of real exports is computed by multiplying the index of 
physical exports by the terms of trade; in other words, it is an 
index of foreign purchasing povrer of exports, 

2/ Second Economic Survey of Latin America 1949, Chapters 2-6, United 
Nations Economic Commission for Latin America. 

/continue to 
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continue to build up gold and foreign exchange holdings after 1946. 
Cuba has protective tariffs but no quantitative controls. Venezuela 
has high tariffs and grants import licenses for certain goods only on 
condition that a prior purchase of similar goods locally produced has 
been made; coffee and cacao exports are given preferential exchange 
rates; exchange receipts of petroleum exports are purchased by the 
Government at a penalty rate; and the Government reserves a preferential 
rate to cover its own imports. Mexico maintains protective customs 
duties for some industries and imposes import prohibitions on certain luxury 
items and other goods which can be manufactured locally. In June 1949 
it devaluated its currency by 44 per cent and levied a tax on exports 
to recapture a part of the benefits of devaluation. Peru followed the 
example of Mexico v*rhen in November 1949 it drastically devaluated its 
currency and abolished quantitative controls, except to retain import 
prohibitions on a long list of ¿oods. 

Argentina and Chile have complicated systems of quantitative 
controls which are used for development purposes as well as to balance 
international accounts. There are some 26 industries in Argentina which 
are protected by import restrictions against foreign competition and 
which are given preferential treatment in securing import permits for 
necessary raw materials. Argentina also exercises strict control over 
exports which, together with exchange and import controls, has had a 
strong influence in shifting productive factors from the export to 
domestic sectors of its economy. Chile like Bolivia has had to tighten 
restrictions during the past year because of the sharp drop in prices 
of copper and tin. 

Uruguay protects home industries through tariffs; exchange controls 
are largely a function of inconvertible currencies — as is also the case 
with Paraguay. Brazil has only recently been able to balance its dollar 
account by a strict allocation of dollar exchange prior to the granting 
of import licenses. Colombia apparently has found it necessary to 
retain quantitative restrictions despite a substantial increase of 
foreign exchange receipts due to the rise in coffee prices. Colombia 
and Guatemala also require the importer of certain goods to purchase an 

/amount 
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amount (in some cases specified as a percentage) of locally manufactured 
goods of the same type in order to secure an import permit. Ecuador has 
differential exchange rates and import licensing system. Of the Central 
American countries/ only Costa Rica and Nicaragua impose quantitative 
import controls — which might be termed mildly restrictive. Haiti and 
the Dominican Republic have no quantitative controls. . 

Merely to indicate the different degrees and types of import 
restrictions practiced by the Latin American countries makes, it clear 
that there is no uniformity or pattern applicable to all or even a 
majority of them. Nor is it possible to isolate the basic from the 
"transitory" causes of disequilibrium — this is particularly.true if 
commodity price and export fluctuations have been accompanied, by a strong 
inflationary process. However, if we proceed on the assumption that there 
will be a tendency toward persistent disequilibrium in a developing 
economy where the ratio trend of import capacity to real national income 
is downward, we could theoretically group the countries as follows: 
a) In the first group would be those countries which have experienced 

a limited degree of industrial development. In these countries a 
relatively large proportion of manufactured goods, locally..consumed, 
would be imported — thus the level of consumption would be dependent 
to a higher degree than in the more developed countries on the amount 
of goods which can be bought with receipts abroad; production, price 
and income curves will follow closely import and "export curves; and 
internal investment will largely depend on the income level of their 
principal outlets for exports. 

b) The second or intermediary group would include countries which have 
achieved varying degrees of economic development but have also been 
able to e:cpand their exports sufficit xitly to meet the import needs of 
'a growing population, a higher real income level, and continued 
industrialization. 1/ 

1/ There are in actuality border-line cases in which countries are in 
transition from one group to another, although it is assumed that the 
countries in the second group are in an intermediate stage of development 
with respect to the first and third groups, it is quite possible that a 
country might reach a relatively advanced state of development without 
chronic disequilibrium on the basis of exports of primary products. For 
example, the rich mineral resources of Venezuela nay allow it to proceed 
with an industrialization programme' requiring heavy debt and investment 
service as well as imports of-capital goods on current account. 

/c) In the third 
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c) In the third category would be th^se countries which have made the 
greatest advances in industrial development during the past fifteen 

; to twenty years, but whose import capacity has declined either becauso 
of loss of ;:iarkets, less favourable terms of trade, failure to expand 
production for export, or contraction of exports due to a shift :f 
productive factors — or as is usually the case, a combination of 
these causes. 

It is in this last group of countries where we might expect tc 
find an evolution of commercial policy directed toward maintenance of an 
independent internal cost-price relationship and selective quantitative 
import restrictions to serve the needs of development — unless of course 
such a country could develop export industries. 

The above classification is suggestive rather than factual. It 
would require a much more thorough investigation than has yet been made 
to determine the cause and effect relationships between a broad development 
programme and commercial policy in a particular country. Nevertheless 
some general observations may be made on the basis of the analysis of 
trade policies of certain countries which are presented later in this 
report. 

Evolution of Commercial Policy During; the Depression of the 'Thirties 
Depressed demand in the world fosd and raw material markets during 

the 1930's caused a substantial decrease in the terms of trade of Latin 
American countries. This reduced essential imports to a minimum and made 
it impossible for most of these countries to continue full payments cn 
public debt service and investment income. In addition, the flow of 
international credit and investment capital practically ceased, resulting 
in an outflow of gold and foreign exchange holdings from Latin American 
countries. This combination of factors created a serious balance of 
payments difficulty which forced governments to resort to currency 
devaluation and various forms of import controls. 

The burden of fixed charges on foreign-held debts had profound 
effects — both economic and psychological. Table 13' shows the ratio 
of debt and investment income service to exports for two countries, 

/assuming that 



Table 13» External Debt and Investment Payments as Percentage of Exports for Argentina, 
Brazil and Chile 

Ratio of public debt and investment income service payments 
1929 to exports for given years 

Ratio of public debt and investment 
income service actual payments to exports 

Year B r a z i l C h i l e A r g e n t i n a Year 
External 
Debt 

Service 

• % 

Investment 
Income 
% 

External Debt 
Service and 
Investment 
Income £ _ 

External 
Debt • 

Service 
% 

Investment 
Income 

% 

External Debt 
Service and-
Investment 
Income 

. Jo_ _ -

External 
Debt 

Service 

% 

Investment 
Income 

% 

Eternal Debt 
Service and 
Investment 
Income % 

1929 
I931 
'1932 
1937 
193S 

18 
35 
46 
24 
28 

9 
16 
22 
11 
13 

27 
51 
68 
35 
41 

13 
29 
88 
35 
42 

9 
20 
60 
24 
29 

22 
49 
143 
59 
71 

6 
14 
14 
6 
8 • 

16 
19 
21 
12 
18 

22 
33 
35 
18 
26 

Sources and Notes : 
Brazil: 1) Service payments on External Sterling and dollar Debt figures from Conselho Tecnico de Scoronila e 

Finanças. - , 
2) United States direct investments from "Foreign Ingostuents in Brazil", ECLA docuuont E/CN.12/166/add.2 

United Kingdom direct investments, South Ame ri c an Journa1, warch 13, 194Ö. Yield of United States 
private investments estimated at same per cent as _/ield of United Kingdom direct investments in 
Brazil, which was 5 per cent in 1929« 

3) Total export values for years given above fron Banco do Brasil 1608-1949' Relatorio de 1946-
(Jornal do Commercio Rodrigues & Cia., Rio de Jai.oiro 1949) • 

Chile; l) Figures on External Debt Service and Private Direct Investments Income from Banco Central de Chile, 
Balanza de Pagos de Chile, 1945» Imprenta y Litografía Universo, Santiago, Chile. 

2) Exchange proceeds returned to the country have been used instead of exports. The foreign exchange 
left abroad by the mining companies has been deducted from the total value of^exports. 

3) Values of total exports for years given 'above from Cor.ercio Exterior de la ivmerica Latina, Parte II. tj w 
Política X Relaciones Comerciales de cada uno de los países latinoamericano!^ Torio TT Las RepuBIicas ^ 
Sudamericanas, Inferme 146, Segunda Serie '(Coirisión Arancelaria de los Estados Unidos), page I71. ® f* 

4) Returned value of exports was determined from basic data of the Research Centre of the Economic w m 
Commission fer Latin America. \ 

Argentina; l) 1929, 1931 and 1932 figures for External Debt Service, Investment Income and Total Expert Values were ^ 
obtained from the Central Bank of the Argentine Republic Eccn<mie Review.Series II, Vol.1, Ne.1,.1937- ^ 

2) 1937 and I93Ö figures for the same iteras as above were obtained from the Central Bank cf the 
Argentine Republic Year Bock for 1941-1945-
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assuming that payments would have been continued at their 1929 level, 
and actual payments for Argentina, for selected years. This table should 
be studied in relation to the analysis of trade policies of each of these 
countries, which follows this introduction. It should be noted here, 
though, that Chile suffered the greatest loss of exports and deterioration 
of terms of trade during the early years of the depression, and that its 
exports were least responsive to stimulative measures. Brazil, on the 
other hand, was able to expand its exports greatly but at the expense of 
its terms of trade so that at no time up to the war were exports able to 
carry the full burden of debt service and essential imports. One of the 
primary reasons for Argentina's establishment of exchange and import 
controls in 1931 was to enable it to continue payments on the external 
debt and investment income. 

Although the yield from direct investments in Argentina was 
proportionately lower after 1929 it was fairly stable and continued to 
represent well over one half of the total paid on external debt and 
investment. Doubtless this was because most of the foreign investments 
were in public utilities whose activities did not decrease, and because 
of measures which stimulated internal economic activity. A similar 
situation prevailed in Chile up to July 1931 when the Government was 
forced to declare a moratorium on debt payments. The total external 
debt and investment service was slightly higher in 1930 than in 1929 and 
for the first six months of 1931 it was at an annual rate equal to 1929. 1/ 

The burden of debt service in the face of a much lower level of real 
exports not only exposed the fundamental weakness of primary producing 
countries, but also made it evident that expansion and diversification of 
industries for domestic consumption would have to be locally financed to a 
large degree and that imports of capital goods and raw materials for these 
industries would, for the most part, have to be paid for out of current, 
export receipts. In this connection,- it should be noted that the total 
public debt and private foreign investments of the Latin American countries 

1/ The earnings of the large mining companies are not included in the 
above calculations since they were not returned to the country and 
therefore were not a part of receipts from exports. 

'. : /taken as 
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taken as a group was reduced from 10,600 million dollars in 1938 to 
8,000 million dollars in 1948. 1/ 

The limitation of imports during the depression period was achieved 
largely by tariffs and currency devaluation in Mexico; by tariffs and 
internal "deflationary policies" in Cuba and Venezuela. Argentina, on . 
the other hand, introduced in 1933 a policy of import controls, multiple 
exchange rates at a depreciated level, government purchase and regulated 
foreign sales of certain export crops. The revenue derived from the 
difference in buying and selling exchange rates enabled'the Government to 
make up the loss on foreign debt service due to depreciation of the peso 
and losses incurred in the purchase at "support prices" and sale'at world 
market prices of exports of wheat, corn and linseed. Thus Argentina 
maintained debt service and the volume of exports without further 
depressing export prices by attempting to force on the world markets 
grain being offered by farmers as a result of higher internal prices 
due to depreciation of the currency. The policy was apparently 
successful in preserving for the farmers the benefits of depreciation 
and in preventing further depreciation. Import controls were governed 
by the necessity of balancing payments under bilateral agreements with 
the United Kingdom, Germany and other countries. Up to 1939 the sale of 
foreign exchange arid import licensing discriminated as"between countries 
but not as between products, except insofar as these had to be bought 
under non-competitive conditions. Since the war the policies initiated 
during the depression have been extended and much more rigidly applied. 
Exports, except for a few commodities, have come completely under the 
control of the Government, Revenue from exchange operations and profits 
of foreign sales have been used partially for development purposes. 
Imports are strictly controlled in accordance with the essential needs 
of the economy, 

Brazil attempted to adjust the volume of coffee available for exports 
and to control imports through a licensing system from time to time, but 
in reality the structure of exports and imports was determined by the 

1/ Economic Commission for Latin America; Economic .Survey of Latin 
America 1948, Appendix I. 

/world market 
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world market situation and the free market exchange rate. Higher 
internal prices stemming from currency depreciation stimulated coffee 
exports which in turn further depressed world market prices and resulted 
in further depreciation. World market conditions and national currency 
depreciation made production and exports of commodities other than 
coffee more profitable — exports of cotton increased enormously and other 
commodities, such as cacao, fruits and nuts, oilseeds, hides and skins, 
increased moderately. The average exports of Brazil for the years 
1937-1939 were 70 per cent higher by volume than the average for 1928-1929-, 
while imports were 20 per cent lower. For a brief period after the war 
Brazil abolished all import restrictions and made the cruzeiro virtually 
convertible. However, it soon had to impose a licensing system which was 
ineffective as a restraint on imports. This was followed by a prior 
import permit provision, but finally the Government had to establish a 
foreign exchange budget for earmarking anticipated foreign exchange 
receipts before issuing prior import permits in order to balance its 
accounts with the dollar area. 

Chilean exports fell precipitously during the early depression years 
and only gradually recovered their former volume. The peso was drastically 
devaluated and a multiple rate system was established in 1932. The lower 
peso rate for copper exports of the large companies represented in 
reality a tax. Despite the fact that the rate has remained constant up 
to the present in the face of continued currency depreciation, copper 
exports have responded to world demand — largely because of increased 
productivity. The evidence presented in the section on Chile below 
indicates that during the period 1933-1939 nitrate and agricultural 
exports were stimulated by a more favourable exchange rate but that since 
the war agricultural exports have not responded to this stimulus. Chile 
established a system of import priorities and licensing in 1933 but not 
until 1939 did it make sale of foreign exchange to the importer contingent 
upon a prior import permit. Because of the failure of this system to 
reduce sufficiently import demand, Chile instituted a foreign exchange 
budget in 1947 by which import permits are granted only in accordance with 

/foreign exchange 
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foreign exchange allocations made on the basis of anticipated receipts. 
Although no clear-cut conclusions can be drawn with respeot to the 
earlier period, the indications' are that quantitative controls were less 
important than the exchange rate in reducing the propensity to import. 
For. the period since 1947 there is no doubt that stringent controls, 
quotas and prohibitions have restricted the '.propensity to import. 

Import and Export Controls in Relation to Internal Economic Conditions 
In recent years there has been a tendency to rely less and less on 

devaluation at a unified rate of exchange as a stimulus to exports. 
Uruguay, Bolivia, Colombia and Venezuela, as well as Chile and Argentina, 
are using multiple export rates to.encourage marginal exports. Brazil is 
facing this problem now since the steep rise in coffee prices creates a 
situation wherein a single exchange rate appropriate for the principal 
export commodity considerably overvaluates the currency for other 
commodities, and tends to take the letter out of the regular market and . 
into barter and other bilateral arrangements, A country producing only 
a few primary commodities for export is in a very different position from 
one producing a variety of manufactured articles for which prices are 
more stable and supply and demand more elastic. Unless the primary 
producing country is willing to allow external price fluctuations to 
determine the distribution of productive factors in the export sector 
of its economy, it must of necessity devise some form of export control, 
taxation or subsidy. In other words, the most economic "utilization of 
the world's resources" may not always be compatible with the cost-price 
relationships in an economy which is in a relatively early stage of 
industrial development. 

This, however, poses another problem. Subsidies, either direct 
or through the exchange rate, may foster inefficiency and give wind-fall 
profits to exporters who do not pass them on to producers. For a country 
with a surplus of cheap labour and a low rate of investment in the 
particular export production being subsidized, it may not have any direct 
bearing in the long-run on the ability of that country to compete in the 
world markets — and nay under certain conditions be considered desirable, 
since it brings in foreign exchange. 

/In the foregoing 
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In the foregoing discussion emphasis has been given to the trade 
policies of Argentina, Chile and Brazil, because of the more industrially 
advanced Latin American countries these are the ones which have had the 
longest and most extensive experience with quantitative controls. It 
also seems clear that the disequilibrium in the balance of payments of 
Argentina and Chile, at least, is due only in part to inflation, currency 
inconvertibility, and price and market fluctuations; and that the basic 
disequilibrium arises out of the secular trend in their import-income 
ratios. The case of Brazil is less clear, but recent developments in that 
country suggest that equilibrium cannot be maintained under existing tariff 
schedules by depreciating the currency without seriously disrupting 
present price relationships and development programmes. 1/ 

Even the short-run requirements for machinery and equipment for 
transportation, electric power expansion, agriculture and manufacturing 
industries are enormous for those countries; if to these are added food 
and raw materials needed currently for industry and home consumption, it 
becomes apparent that pressure on imports will increase rather than edjust 
to the current level of economic activity. 

A considerable part of the demand f r luxuries and consumer durable 
goods of these countries comes from the groups which have benefited from 
inflation; and to the extent that imports of both capital and consumer 
goods originate in inflation the pressure on imports could be reduced by 
stabilizing internal prices. Nevertheless, the demand of higher income 
groups for the so-called non-essentials would remain at a comparatively 
high level provided the level of economic activity were maintained. 
Furthermore, the raising of the standard of living of the middle and lower 
classes continually adds to the number of persons who can afford to buy 
some of the consumer items which must be imported. 

It would be of interest to investigate the effect of substitution 
of locally produced goods on the balance of payments. An effort was made 
by the ECLA Secretariat to ascertain the savings in foreign exchange 

1/ See Report of the Joint Brazil-United States Technical Commission for 
views of that Commission on this subject. 

/resulting from 
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resulting froia the development of the cotton textile industry in Chile 
since 1935, when the local manufacturers took care of approximately 
20 per cent of the country's needs, whereas in 1948 they accounted for 
80 per cent of the total. 1/ The Chilean cotton textile industry has to 
import its total requirements of machinery and equipment and raw cotton, 
as well as a part of its fuel needs. Because of the lack of precise data 
cn amortization costs, it was not possible to arrive at an exact amount. 
However, &n the basis of fairly complete data it was estimated that the 
savings in foreign exchange in 1948 were from 20 to 25 million dollars, 
which represents approximately 50 per cent of the total value of cotton 
piece goods produced in that year. 

This estimate would indicate that the possibilities of foreign 
exchange savings are substantial from substitution by local production. 
Yet it is a matter of common observation that demand for imports multiply 
faster than substitutions are made. The reasons for this would appear to 
be that profits are re-invested in the parent industry or other plants* 
which necessitate further imports of capital goods and raw materials, and 
real incomes are increased to the point where added demand is made for 
imported consumer goods. It might be noted that a part of the profits 
ne doubt also find their \vay into foreign exchange for consumer goods 
imports. 

Overvaluation of the currency has played an important role, 
especially in Chile and Argentina, in that it has stimulated investment 
in industries producing for the local market and has contributed to the 
unbalance .in internal-external cost-price relationships. In Chile and' 
Brazil it does not appear that investment in local industries has 
transferred investment and other productive factors from the export 
sector. In Argentina, on the other hand, there has been a definite 
shift of productive factors from the export sector of agriculture to 
industry, services and agriculture producing fo£,the domestic market. 

Some idea of the magnitude of the disparities between internal and 
external prices may be seen by comparing the relative increase of domestic 
prices with that of import prices expressed in the national currency. 

1/ In 1949, the import quota was reduced to less than 5 per cent of the 
total available supply. 

/The gap 
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The gap has widened constantly since 1939 in Chile, and since the end of 
the war in Argentina. These disparities reflect the underlying unbalance 
of imports and exports and no doubt present a serious obstacle to an 
adjustment which might obviate the necessity of quantitative controls. 
Thus by isolating the national economy from external influences a structure 
of production and costs is evolved which necessitates the continuance of 
import quotas and exchange controls in order to limit imports and to adjust 
export prices (in national currency) to costs of the different export 
sectors of the economy. 

Quantitative Controls versus Tariffs 
Quantitative import controls as they are now used generally have two 

objectives. They have been imposed in the first place to reduce the general 
level of imports to a point where the balance of payments may be 
equilibrated. 1/ This is not only the original purpose, but remains the 
orthodox reason for maintaining controls after they have come to serve 
other ends as well. Second, quantitative controls are used to change the 
composition of imports. In certain circumstances this m y become as 
important as the first objective, but as a rale they are so intertwined 
that it is difficult to disentangle them. Import restrictions generally 
start with a priority schedule by broad categories, later go on to restrict 
or prohibit luxury and non-essential items, and finally come to allocate 
foreign exchange for particular industries. So long as restrictions are 
necessary to reduce the "average propensity" to import, it is not quite 
clear when selective quotas become essentially a protectionist policy and 
when they pass from a temporary to a "permanent" status. 

Although tariffs may also reduce the general level of import demand, 
provided the duties are inclusive and high enough, their primary purpose 
is always revenue for the government or protection for local producers. 

1/ The fact that one of the functions of quantitative controls may be to 
balance accounts between bilateral trading partners does not change 
their essential character as a restraint on imports. 

/Under conditions 
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Laider conditions of trade equilibrium such as existed before the First 
World War, tariffs have certain marked advantages over quantitative 
restrictions: tariffs are non-discriminatory in that they apply equally 
to all foreign suppliers and to all domestic purchasers; they pass on to 
the government the difference in internal prices over import prices 
which accrue because of limitation of supply, rather than allow this 
difference to go to favoured importers in the form of wind-fall profits; 
and lastly, they are more easily administered and least subject to misuse. 
Their chief disadvantage is that it is more difficult to adjust tariffs 
readily to price fluctuations. 

However, tariffs have had no significant effect on the balance of 
payments position of Argentina, Chile and Brazil since the depression, 
no doubt partly because of the inflation. The effect of depreciation and 
inflation on tariff schedules in the case of Brazil is indicated by the 
fact that Brazil was allowed to re-valuate upward all specific duties by 
40 per cent as basis for negotiations under the General Agreements on 
Tariffs and Trade at Geneva in 1947. As may be seen from Table 36 
on the influence of Chilean tariffs, the percentage of import prices 
expressed in national currency represented by customs duties has gone 
down steadily since 1934. Mexico, as was pointed out above, has made 
effective use of tariffs for both selective and general restriction of 
imports, supported however by an extensive list of import prohibitions. 

If persistent disequilibrium due to the downward trend of the 
import-income ratio is the central, problem of the more industrially 
advanced countries of Latin America and it is recognized in principle that 
quantitative controls nay not be the most desirable solution, then the 
role of tariffs nay have to be re-examined. Those countries with a basic 
disequilibrium! are caught in a dilemma: expansion of world trade is 
obviously to their advantage to the extent that they can expand production 
for exports without a corresponding deterioration in their terns of trade, 
but they are also faced with the necessity of reducing their own import 
demands, the upper limit of which is determined only by their capacity to 
import. Thus if Chile, for example, imposes a restrictive tariff on 
automobiles and refrigerators from the United States and other countries, 

/it in no way 
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it in no way reduces world trade since Chile must use its foreign 
exchange up to the limit for capital goods, raw materials and other 
essentials. Chile's imports are in this way merely shifted from one 
group of products to another, and therefore do not affect the balance 
of payments position of other countries taken as a whole. On the other 
hand, if the United States restricts its importation of copper by a 
tariff, it reduces world trade by so much since it immediately and 
directly affects the balance of payments position of Chile without any 
corresponding offset with Chile or other countries. This of course is 
an oversimplification of the problem but it will help to clarify the 
issues involved. Whether tariffs could be used by an under-developed 
country both to promote development and to equate imports with exports 
is certainly debatable. For one thing, tariffs used for such diverse 
purposes would tend, like quantitative controls, to be discriminatory 
since they would be designed to afford protection not only for domestic 
industries but also against persistent creditor countries. Unless 
preferential tariffs were peraitted, as contemplated by Article 15 of 
the ITO Charter, among under-developed countries having to some degree 
complementary economies and having the pr epect of complementary 
development (Chilean copper manufactures for Brazilian textile machinery, 
e'g')> tariffs high enough to limit the general level of imports would 
probably reduce the level of world economic activity. 

This relationship of tariffs to the balance of payments also throws 
light on the limitation of the exchange rate in solving the disequilibrium. 
Chile, for example, might attempt through currency depreciation to maintain 
exports, either by surmounting the copper tariff barrier or by making it 
"profitable" for producers of other commodities to export. But given the 
inelasticity of demand for its exportable commodities, it would probably 
succeed only in worsening its terms of trade to the point where the 
increased volume would be offset by lower market prices, as happened with 
Brazilian coffee during the 1930's. The disequilibrium would continue 
unless depreciation were so drastic as to reduce the propensity to import, 
in which case the inflationary process would be given such an impulse as 
to create in time a new level of disequilibrium. 

/Alternatives to 
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Alternatives to Quantitative Controls 
a) There is no easy way out of the dilemma. As suggested above, the 

possibility of tariffs supported by prohibitions of imports of a 
number of articles and moderate devaluation from time to time might 
be considered as a long-term alternative to quantitative controls. 
This would necessitate relative stabilization of internal prices and 
a steady inflow of capital for some years at least for economic 
development. Thus far Mexico has dealt with the problem of disequilibrium 
by these means. However, its position is not as difficult as that of 
Chile, Argentina'and Brazil. 'Although its real exports have not 
increased as much as real income, tiiey have increased relatively more 
than those of Brazil and very much more than those of Chile or 
Argentina. Its proximity to and favourable trading position with the 
United States gives it a great advantage with the result that the 
problem arising out >of convertibility is not as acute. Its proximity 
to the United States also enables Mexico to exploit one of the 
country's. most important resources in its attraction for tourists. 
And it is precisely here that devaluation is most effective because 
of the great demand elasticity for this "commodity". The importance 
the tourist trade has in Mexico's balance of payments position is shown 
by the fact that in 1949 merchandise exports totalled 431 million 
dollars, while dollar receipts from the tourist trade amounted to an 
estimated 140.million dollars-. 

Nevertheless, this suggests to other countries suffering from 
reduced import capacity the necessity and possibility of finding new 
and more profitable sources of exports which, along with other measures, 
might within a few years adjust imports tc exports without curtailing 
development. 

b) The expansion of trade within the region also offers opportunities 
for relaxing the pressure on imports. Yet in the past four years 
trade among the Latin American countries has deteriorated and declined 
from the high point it reached during the war. One explanation is 
that new industries (textiles, leather goods, and other manufactures) 
could not meet the competition of the producers in the more highly 

/industrialized 
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industrialized countries when the latter were able to re-enter the world 
markets after the war. However, the same factors of maladjustment and 
disequilibrium that have acted upon world trade trends have also affected 
intra-regional trade. There has been a growing unwillingness or inability 
to settle accounts among themselves in dollars. An even more significant 
development has been the tendency to utilize import quotas and exchange 
controls to reduce or prohibit imports which formerly came from 
neighbouring countries, in order te stimulate and protect local production, 
even though the' costs may be very much higher. The result has been that 
several countries are now attempting to produce their own requirements 
for such basic commodities as sugar, wheat, cotton, cattle, etc., 
utilizing land, capital, and labour which could be more profitably used 
for producing commodities for which they are better adapted. 1/ The 
principal reasons for this have been the scarcity of dollars and the 
inability of the importing country to develop exports sufficient to pay 
the country from which the imports come; high prices charged by the 
exporting country has also been an important factor. 

There have been some significant changes in the trade among Latin 
American countries due to changes in the structure of their economies. 
Chile's industrialization programme with attendant increase of income 
has increased demand for Argentine meat. Brazil's steel and textile 
industries have enabled it to reduce its trading deficit with Argentina 
by exporting certain manufactures to that country, especially during the 
war, while on the other hand the development of industry in Argentina 
has also stimulated imports of raw materials from Brazil. The rapid 
expansion of Chile's textile industry in recent years has resulted in 
increased imports of Peruvian and Brazilian cotton. These new 
developments do not yet bulk large in the total trade of the region but 
they are indicative of future possibilities. 

Past efforts to effect a better integration of national economies 
among Latin American countries have usually been too ambitious for 

~y There are a number of instances in which natural advantages provide a 
sound basis for diversification of agricultural production — e.g„, 
sugar, cotton and wheat in Bolivia; rice in Chile, Ecuador, and the 
Dominican Republic; etc. 

/realization. 
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realization, This is especially .true.of "customs union" proposals, 
which night threaten to bring about changes in an economy unacceptable 
to a particular country. However, the possibility of expanding trade 
within the region by a closer integration of future development might 
well deserve -study and consideration., This would afford the possibility 
of developing new export industries which would complement each other, 
and thus offer a broader market, which is often necessary in order to 
increase efficiency and per worker output and to lower costs of production 
and distribution. Such proposals need not involve broad development 
plans but rather could be worked out in the first instance on individual 
items which would seem to promise results. Chile, for example, should 
be able to specialize on a few iron and steel products from its new 
modern steel mill for export in exchange for a part of its requirements 
for cotton, sugar, wheat and manufactures. Mexico, Colombia and others 
have similar possibilities. 
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ARGENTINA 

Influence of the Depression on Trade Policy 1931-33 
The world economic crisis in 1930-32 did not affect Argentina as 

seriously as many other Latin American countries principally because its 
reserve position was strong and it was able to maintain the volume of 
exports at a relatively high level. The volume of exports fell off in 
1930 due to bad crop conditions but was restored in 1931 to approximately 
its highest previous level — 18.5 million tons. However, value of 
exports declined sharply during these years due to the fall in 
agricultural prices. Imports did not contract to a level where 
trade surpluses were sufficient to cover debits in current 
transactions. By 1932 the peso value of exports had fallen to 59 per 
cent of 1929 and to 36 per cent of their 1929 dollar value. Imports in 
1932 were 26 per cent of their 1929 dollar value and 43 per cent of their 
peso value. Since there were not sufficient trade surpluses to service 
the public debt and foreigi investments, private remittances, and public 
expenditures abroad, all of which amounted to about 600 million pesos 
per year for the period 1929-31, gold shipments were made to cover the 
deficits — 403 million pesos in 1929, 71 million in 1930 and 562 million 
in 1931. In addition there was a considerable amount of capital flight. 
Banking reserves dropped, as did the value of the peso from an average 
rate of 2.3911 to the dollar in 1929 to 2.7384 in 1930 and 3.4527 in 
1931. The difficulty of maintaining adequate reserves was aggravated by 
the tendency of exporters to withhold foreign exchange in the expectation 
of further depreciation of the peso. 

When Great Britain abandoned the gold standard in the fall of 1931 
the Argentine Government decided to establish direct control over the 
foreign exchange market in order to prevent exhaustion of gold holdings 
and further depreciation of the peso and to maintain servicing of the 
foreign-held national debt. The decree »f. 10 October 1931 had as its 
immediate objectives to force the exporters to liquidate their holdings 
of foreign exchange and to regulate the sale of foreign exchange. An 

/Exchange Control 
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Exchange Control Commission, consisting of three representatives of 
banks and two of exporters, was established to administer the decree 
and was authorized to fix the selling rate of exchange. Although 
licenses were required for the purchase of exchange there were no import 
controls. 1/ 

The Coraraission stipulated priorities to be followed by authorized 
banks and dealers in selling exchange. The Government had first priority 
to cover debt service and purchases abroad. 

Although the peso â , the rate fixed by the Commission soon proved 
to be over-valued, no change was made until toward the end of 1933. 
Imports accumulated at the docks, for which foreign exchange permits 
were not available. The balance of payments deficit was 232 million pesos 
in 1933; 2/ "unblocking loans" totalling 293 million pesos were granted 
by foreign creditors in order to release imported goods for which exchange 
permits could not be secured. 

The international market situation continued to deteriorate during 
1932 and 1933. (See Table 14), The maintenance of the exchange rate fixed 
in October 1931 in the face of declining prices and exports was beginning 
to exert a strong deflationary influence. These factors along with the 
obligation to allocate sterling receipts after setting aside a reasonable 
amount for debt service payable to countries other than Great Britain, 
in accordance with the Roca-Runciman Treaty, led the Argentine Government 
to take a decisive step toward more rigid exchange and quantitative 
controls during the latter part of 1933. In addition to fulfilment of 
treaty obligations, the measures taken were designed to provide revenue 
for support prices for certain agricultural products and for offsetting 
foreign debt-service losses due to the depreciation of the peso. 

1/ The year 1931 was also important in the economic history of the country 
in that the first decree to promote industry was proclaimed, tariff 
values were changed and an additional 10 per cent tax was imposed on 
all taxed imports, 

2/ Total balance of payments credits were 1,190 million pesos, of which 
merchandise exports represented 1,141 million; total debits were 1,422 
million pesos, of which 911 million were for merchandise imports, 176 
million for public debt service and 2$0 million for interest and 
dividends on private capital investments. 
Source: Economic Review Series 11. Vol. I, Banco Central de la 
Repiiblica Argentina. 

/In order to 
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Table 14. Argentina: Exports and Imports and Prices of Grains and 
Flax. 1929-1937 

1929 - 100 

Value of Quantum 
Exports in of 
national Exports 
currency b/ 

SJ 

Value of Quantum 
imports 
in 

national 
currency 

2/ 

of 
imports V 

Wholesale Peso 
prices prices 
S/ 

Index Terms 
of the of 

of grains exchange trade 
and flax rate b/ 
f.a.s. port (pesos 
of loading per 

dollar)d/ 

1929 100 100 100 100 100 100 100 100 
1930 64 69 86 88 95 82 115 95 
1931 67 96 89 60 92 57 144 71 
1932 59 88 43 46 92 61 162 73 
1933 52 85 46 52 88 53 135 69 
1934 66 87 57 55 101 66 125 83 
1935 72 91 60 59 100 68 128 84 
1936 76 81 57 62 102 84 126 107 
1937 107 96 80 GO 116 

/ 
107 127 118 

Sources: a/ United States Tariff Commission, Foreign Trade of Latin 
America, page 13, (Spanish Edi+ici), 1943. 

b/ Research Centre, Economic Commission for Latin America. 
c/ United Nations, Statistical Yearbook. 1948, page 353. 
d/ United Nations, Statistical Yearbook. 1948, page 373. 
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In order to put the new programme into effect, a series of decrees 
were issued providing for the following: 

1) Imports could be paid for at the official exchange rate only if an 
exchange permit had been secured prior to placing orders abroad. 1/ 

2) An official buying rate was established (about 20 per cent above 
the previous rate) which applied to the proceeds of sale of 
"regular" exports. 

3) The official selling rate was an "auction" rate subject to 
variation in availability of exchange which could be more or less 
"regulated" by the Government since it controlled the supply of 
foreign exchange as well as the amount of import permits to be 
granted. 

4) A free exchange market was legalized based upon receipts from 
invisible items and specified exports whose movement in international 
trade had been irregular. 4/ Prior permits were not required for 
imports at the free rate.. , The free market rate ranged from 10 to 
20 per cent hijier than tfcr official selling rate during 1934 and 
1935. 'When late in 1935 the free rate appreciated to less than 
10 per cent above the official rate, the Government was authorized 
to levy a surcharge up to 20 per cent in excess of the official 
rate.on all imports coming in without a prior'exchange permit. 

5) A Grain Regulating Board (Junta Reguladora de Granos) was established 
to "guarantee" minimum prices to producers and regulate export 
sales of certain agricultural products. The Board was authorized 
to purchase, exclusively for export, wheat, corn and linseed at 

1/ Decreto No. 31130' of 10 November 1933; quoted by J. Prados Arrate, 
El Control de Caabios. pages 83-84, Buenos Aires 1944. 

2/ These included exports which were regularly sold abroad year after 
year and the demand for which was considered inelastic. 

2/ Decreto No. 31864 of 28 November 1933; quoted by J. Prados Arrate.op.cit. 
¿±f This category whose foreign exchange receipts were sold in the free 

market included animal skins, fruits, honey, cheese, garlic, etc.; 
wool was given a preferential rate calculated at 5 per cent below the 
official selling rate. It is interesting to note that all exports to 
countries bordering Argentina (i.e. Brazil, Uruguay, Paraguay, Chile 
and Bolivia) could be reckoned in free market pesos. Later Peru was 
granted the privilege of importing from Argentina at the free market 
rate. 

/specified prices. 
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specified prices. Any losses incurred by the Board were to be 
charged to the exchange margin fund which received the exchange 
profits of the Government arising nut of the difference between 
the official buying and selling rates. 
The Board regulated its sales abroad in such a manner as not to 

depress world market prices. Only a very small percentage of the exchange 
profits were required to cover losses during the first period (1933-36) 
of its existence. At the end of 1934, one year after the multiple rate 
system had been initiated, the exchange profits amounted to 91 million 
pesos, of which less than 25 million were used to cover foreign debt-service 
losses and approximately 9 million for losses cf the Grain Board's buying 
and selling operations. 1/ With the improvement in the world markets 
during 1934-37 the need to cover overseas grain sale losses was eliminated. 
Thus the exchange profits became in effect a hidden tax on agriculture 
and an important source of revenue for the Government. 

Exports and Imports 1929-1937 
The changes in value of exports from 1929 to 1937 were largely the 

result of changes in prices. In 1932 the 7olume of exports was 12 per 
cent below that of 1929 but the value in pusos ¿lcid decreased by 41 per 
cent. There was a further value decrease of 12 per cent in 1933 
accompanied by a small decrease in volume from 1932. After that the 
value of exports gradually rose until by 1937 it exceeded that of 1929 
in pesos and had recovered to 70 per cent of the dollar value of exports 
in 1929; the volume of exports was slightly lower than in 1929. Table 14 
shows the changes which took place from year to year and also gives an 
index of the weighted average prices of grain (wheat, corn, barley, oats) 
and flax, at port of loading. It should be noted that the exchange rate 
was stabilized during this period (1933-37), and that the general price 
level rose moderately — i.e., by less than export prices, just as it 
declined by less during the early years of the depression. The higher 
export prices reflected the improvement in world agricultural markets 

1/ Virgil Salera, Exchange Control and the Argentine Market. Columbia 
University Press, New York, 1941. 

/and also the 
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and also the stabilization policy of the Argentine Government referred 
te above. 

Changes in the value of imports, on the other hand, were largely 
due to changes in volume rather than prices. Imports decreased in 1932 
to 43 per cent of their value in 1929, and to less than 46 per cent of 
their 1929 volume (i.e. as measured by constant prices). Imports, like 
exports, increased after 1933; however, in 1937 both the value and volume 
of imports was 20 per cent belew the 1929 level. Argentina had a net 
surplus of 407 million pesos in its balance of payments in 1937, and 
cancelled 455 million pesos of its external debt that year. 

The depression and recovery were reflected to some degree in the 
changes in composition of imports: iron and steel manufactures, vehicles, 
and machinery and equipment (including agricultural) had dropped to about 
11 per cent of the total imports in 1932 from 26.2 per cent of the total 
in 1929. By 1937 this group of,imports had recovered to 22 per cent of 
the total value and in 1938 they constituted 29 per cent of the total; 
the heavy imports of farm machinery in the later year, arising out of 
higher farmers' incomes in 1937, no doubt explained a considerable part 
of the increase in 1938. 

Commercial Treaties 
As in the case of Chile and Brazil, Argentina entered into a number 

of compensatory trade agreements during the depression in an effort to 
maintain its volume of exports. The first and most important of these 
agreements was with the United Kingdom in 1933. The system of quotas and 
imperial preferences established by the Ottawa Conference in 1932 1/ 
threatened to diminish the British market for Argentine products, 
especially meat. Therefore Argentina was quite willing to accept an 
agreement which represented an abrupt change of policy and put it at a 
certain disadvantage in that certain foreign supplies would have to be 
purchased in a non-competitive market. The treaty, known by the name 

1/ The Smoat-Hawley Tariff enacted by the United States in 1930 no doubt 
also influenced Argentina's action; in 1932 Argentine exports to the 
United States had fallen to the point where they represented only 3.4 
per cent of its total exports as compared with 10 per cent in 1929. 

/of its 
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of its negotiators — Roca-Runciman — recognized the importance of meat 
e 

exports in the Argentine economy and guaranteed that the United Kingdom's 
imports of chilled beef would not be less during a three-month period than 
90 per cent of the corresponding three-month period of the year ending 
30 June 1932. 

Article II of the Treaty was the most important since it was the 
origin of the bilateral system of trade which Argentina followed with the 
United Kingdom and with certain modifications with other countries 
thereafter. It provided that with the establishment of exchange control 
in Argentina the total amount of sterling accruing to that country from 
its exports to the United Kingdom must be reserved for payments to the 
United Kingdom "after the deduction of a reasonable sum each year for the 
servicing of external public debts (national, provincial and municipal) 
payable in countries outside the United Kingdom". As was stated earlier, 
one of the principal reasons for establishing exchange control late in 1933 
was to carry out this provision of the Treaty. 

The discriminatory effect of the Roca-Runciman Agreement may be seen 
in the fact that Great Britain's share of official exchange increased from 
33.7 per cent of the total in 1933 to 40.7 p-r cent in 1934. Whereas all 
remittances to the United Kingdom were covered by official exchange, 31 
per cent of the remittances to other countries had to be made at the free 
exchange rate which, as pointed out above, ranged from 10 to 20 per cent 
higher than the official rate. It is estimated that approximately one-half 
of the imports from United States during this period (1934-39) had to be 
paid for at the free market rate. One of the major effects of this and 
other agreements was to cut down Argentine imports from the United States 
from 40 to 50 per cent, as a percentage of total imports as compared with 
1929, even though exports to the United States were restored to their 
former relative position after 1934. 1/ 

1J The free market exchange accounted for from 17 to 25 per cent of 
imports and from 30 to 40 per cent of all debit items in the balance 
of payments from 1933 to 1939. See Virgil Salera, og. cit. 

/Argentina 



.•;/CN .12/165 
Page 49. 

Argentina concluded a compensation agreement with Germany in 1934, 
which via3 followed by similar agreements with a number of other countries.1/ 
These agreements usually provided that Argentina would reserve an amount 
of exchange at the official rate for imports from its trading partner 
equal to Argentine exports to that country. These countries accounted for 
55 to 60 per cent of Argentina's exports and imports from 1934 to 1939. 

Recession and Trade Policy 1938-39 
The recession of late 1937 s-nd 1938 which especially affected the 

prices and trade of' food and raw materials marked the; beginning of a 
downward trend in the production and export of Argentina's traditional 
export crops — wheat, corn, linseed — which has lasted to this day. The 
reduction of these exports had a profound effect on policy and was in turn 
affected by policy after the war. 2/ 

The deterioration in international trade which set in during the 
second half of 1937 began to make itself felt almost immediately on 
Argentina's position — exports were falling throughout the second half 
of the year although imports were rising. This trend continued into 1938 
at the end of which Argentina found itself with a trade deficit for the 
first time since 1930 — exports dropped to a value of 1,400 million pesos 
from almost 2,500 million in 1937, while imports reached'a total of 1,460 
million as compared with 1,557 million the year before. 

1/ The Netherlands, Spain-, Austria, Switzerland, Italy, France, Hungary, 
Denmark, Belgium, Finland, Czechoslovakia. ; 

2/ One of the by-products of the depressed state of Argentine agriculture 
after 1933 has been the failure to maintain and expand the mechanization 
of agriculture. This was due to the lack of availabilities of farm 
machinery during and immediately after the war, but also to the lack of 
farmer purchasing power. The average price of grain and flax increased 
from 13.21 pesos per 100 kilos in 1937 to 17.08 in 1947 and 23.50 in 
1950 (crop year 1949/50), while the price of a 30-40 HP tractor 
increased from 6,500 pesos in 1937 to 15,500 in 1947 and 36,500 pesos 
in 1950. In other words, after 1938 the Argentine grain farmer had a 
decreasing market at low prices in relation to those for farm machinery. 
On the other hand, the prices received for food grains by farmers in 
the United States in 1947 increased 187 per cent above the 1935-39 
average while prices paid for farm machinery in 1947 had increased by 
only 35 per cent over the 1935-39 average. In 1947, total agricultural 
production, by quantity, in United States was 35 per cent above the 
1935-39 average. (See Agricultural -Statistics 1948, United States 
Department of Agriculture), 

/Prices of 
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Prices of ¿.rain and flaxseed dropped 15 per cent in 1938, another 
20 per cent from 1938 to 1939, and continued to decline until by 1943 they 
were 41 per cent below the average prices of 1937. 

The Government attempted to stimulate exports and ameliorate the 
position of the agricultural producers by reviving the Grain Regulating 
Board and by authorizing the creation of a quasi-public Corporrti^i f r 
the Promotion of Trade. The Grain Board started purchase and sales 
(expert) operations in 1938 limiting its activities, as heretofore, to 
wheat, corn and linseed. During the period 1936-38, 40 per cent of 
Argentine exports went to countries in Continental Europe and Asia, which 
by 1942 were completely shut off from world trade. The Board sustained 
substantial losses due to the difference in buying and selling prices and 
inability to sell the total exportable surplus of grain, a part of which 
was used as fuel during the war years. 

With imports continuing at high level in 1938 — only 7 per cent 
below 1937 — and exports declining to approximately 55 par cent of the 
1937 level, the Government decided to tight "in exchange and import controls. 
In November 1938 the prior permit system was extended to all imports; in 
August 1939 it was decreed that all mercL r, Vise w.>uld be imported at the 
official selling rate (thus abolishing t: . free market for imports) and 
that imports would be classified as to o-ssentiality or non-essentielity, 
with a separate rate for each. The decree of 21 august 1939 intrjduced 
a fundamental change in the character of import control. The priority 
classification which was set up in 1931 was designed merely to guarantee 
sufficient exchange for the Government to service the debt and to provide 
for its purchases abroad. After 1933 the Government continued to have 
first claim on exchange for its requirements and a considerable portion 
of the remainder of the available official exchange was allocated on the 
principle of origin in order to fulfil, trade agreements. This ox course 
discriminated as between countries since it restricted imports from the 
free currency areas and increased their prices to the extent that free 
market exchange was used to pay for them. Nevertheless free exchange, 
which paid for about 20 per cent of imports, carried no restrictions 
either as to origin or commodity. With imports coming completely under 
import restrictions and the necessity to conserve foreign exchange, it 

/was apparent 
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was apparent that selectivity based on commodity as well as origin would 
thereafter be an important factor in allocating exchange. 

The import quotas announced under the new exchange regulations not 
only stipulated amounts for each classification but also provided different 
quotas for the same class of products according to their origin. Thus 
imports of automobiles in 1939 were unlimited from a group of countries 
with which Argentina had bilateral agreements but were limited to 20 per 
cent of the preceding year's imports from free currency countries. This 
quota va s raised to 70 per cent later when arrangements were made to have 
the imports' .financed by shcrt-term credits by the exporting companies. 
Import permits for agricultural machinery wore prohibited for all areas 
in 1939, but in 1940 import quotas from the free currency countries were 
90 per cent of 1938 whereas they were 120 per cent for the "bilateral" 
countries. A long list of items such as crude oil, trucks, tin-plate, 
drugs and chemicals, tools, paints, caustic soda, typewriters, etc. were 
similarly treated. As scarcities developed because of the war quota 
restrictions were removed. 1/ 

Although obviously no sharp dividing line can be made as to the 
degree or time when induced policies become autonomous, the year 1939 marks 
the beginning of a definite tendency to adapt exchange and quantitative 
controls to economic development objectives. As we have seen, Argentina's 
balance of payments situation steadily improved up to 1937 and the free 
market exchange rate tended to approach the official rate when not subject 
to the surtax. Apparently the pressure on. imports was not beyond thé reach 
of equilibrium somewhere near the official rate. Had the value of exports 
continued to rise, although perhaps at a lower rate, and the 1937 terms of 
trade at least been maintained, It is reasonable to assume that exchange 
and import controls could have been rel: xed within the limits of Argentina's 
treaty commitments, as was the avowed intention of the Government, since 
her import needs could thus have been satisfied to an increasing degree. 
It should be pointed out, however, that Argentina's import coefficient 

1/ Virgil Salera, ojo. cit. 
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(ratio of value of imports to national income) in 1937 was 16.7 as 
compared with 22.3 in 1929 and 21,8 in 1930. The lower coefficient in 
1937 is no doubt explained in part by the limitation of imports which 
enabled the government to cancel 445 million pesos of the foreign-held 
public debt. The problem of limiting imports during the war was temporarily 
solved by the lack of availabilities, only to reappear with greater force 
after the war. 

Tariff Policy 
Tariffs in Argentina have never been an important instrument of 

foreign trade policy. Up to the depression import levies ;\rere viewed as 
a steady source of revenue for the Government; with the sole exception of 
protective duties for sugar, wine and yerba mate — products of vital 
importance to three zones of the country — the function of tariffs was 
fiscal and not protective. IJ 

Ad-valorem duties were established for the most part by Law 4933 
in 1906, but the law of 1923 is the base of the present tariff schedule. 
This measure increased appraisals by 60 per cent and duties by 25 per cent; 
it provided for an addition of 2 per cent on ad-valorem duties in the 
10-20 per cent bracket and of 7 per cent in brackets above that. The 
tariff provides for minimum and maximum ad-valorem rates levied on fixed 
unit valuations. There are also a considerable number of specific duties 
based on units of quantity (rather than official valuations) and some 
based on c.i.f. prices at Argentine ports; a large number of commodities 
are also subject to surtax. 

Not until the enactment of Law 11588 in 1932, establishing an 
additional 10 per cent levy on imports, does one find a protectionist 
tinge to tariff policy. But although this law raised tariffs, the increase 
provided only a light protection to national industry. The following 
table compares the value of customs collection with the value of total 
imports, first for the two years before the war (1937-38), and second for 
the last two years for which data are available (1946-47): 

¿/ Customs duties made up from 30 to 35 per cent of the national Government's 
revenues during the 'thirties. (See Suplemento Estadístico de la 
Revista Económica, Banco Central). 

/Table 15 
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Table 15. Customs Duties and Receipts 
Tariff values a/ of imports . Customs Customs receipts 

(in million pesos) Receipts as percentage 
Year Dutiable Non-dutiable Total (in 000 Ts of of 

imports imports pesos) total dutiable 
imports imports 

1937 1,128.5 386.6 1,515.1 324,217 22.6 30.3 
1938 1,025.6 393.8 1,419.4 320,379 22.6 31.2 

Real values of imports " Customs Customs 'receipts 
(in million pesos) Receipts as percentage 

Year Dutiable : Non-dutiable Total (in 000's of of 
pesos) total dutiable 

imports imports 
1946 1,755.2 576.5 2,3U.7 229,960 9.8 13.1 
1947 4,479.4 869.1 5,343.5 492,306 9.2 11.0 

Sources: Dirección General de Estadística de la Nación, El comercio exterior 
argentino en 1941 y 1940. 
Síntesis estadística mensual de la República Argentina, Marzo de 
1948. 

a/ The tariff values are the official values for purposes of duty collection. 
In 1937 and 1938 they differ only slightly from "real" values, which give 
1,557,684,380 pesos for total imports in 1937 and 1,460,887,797 pesos 
in 1938. 

The figuras for 1937-38 are not directly comparable with those for 
1946-47, since in the first period "tariff values" differed little from 
"real values", while this difference was very sharp in the post-war years. 
To make them comparable a part of Table has been reconstructed below, 
setting forth tariff valuations for the second period. As the tariff 
valuation for 1947 is not available broken down into taxable and duty-free 
components, the breakdown is derived by assigning to each the percentage 
weight it had in the real-value category for that year. 

Tariff values of imports Customs • Customs receipts 
(in million pesos) Receipts as percentage 

Year Taxable Duty-free Total (in 000's of total of taxable 
imports i .ports pesos) imports imports 

1946 795.0 371.9 1,166.9 229,960 19.7 28.9 
1947 1,863.6 360.3 2,223.9 492,306 22.1 26.4 

/It is apparent 
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It is apparent that the percentage levy based on tariff values of 
imports has been very constant for many years. Thus from 1910 to 1947 the 
minimum customs-collection based on total imports value was 16.4 per cent 
in 1930, and the maximum was 27.5 per cent in 1932. The minimum collection 
computed only on imports levied against (that is, excluding the duty-free 
items) was 24.4 per cent in 1930, and the maximum 34 per cent in 1934. 

It must be stressed that these percentages do not measure the degree 
of protection actually accorded by tariffs to the national industry. Two 
major factors which weaken the protective nature of the tariff must be 
taken into account: (a) the widening gap between tariff values and real 
values, and (b) the relatively high levies on capital goods and certain 
raw materials needed by domestic industries and the relatively low 
tariffs on imports of competing finished goods. 

Although .it is apparent that customs duties have given little 
protection to argentine industries, it is of interest to take note of 
Decree I463O of 5 June 1944, which had as its objective the protection 
and expansion of local industries. The Decree authorizes: l) Additional 
customs levies; 2) import quotas including prohibitions; 3) subsidies to 
industrial production; 4) establishment of an Advisory Commission for 
Industrial Development (Comisi5n Asesora do Fomento Industrial) which 
would recommend to the Executive the application of the foregoing measures 
as necessary to industries when such measures were found, to be to the 
"national interest". 

It provided for an increase up to 50 per cent in tariff levies on 
those products whose c.i.f. price, plus existing duty and shipping costs, 
was lower than that of its Argentine counterpart. The increase could 
exceed 50 per cent when this price disadvantage to the Argentine product 
resulted from any form of dumping or from any of the following causes in 
the country of origin: special advantages granted by the foreign government 
to its producers, exporters, or shipping agents; devaluation of currency; 
low wages, lack of social legislation, low standard of living, or forced 
labour. The Executive was given authority to fix import quotas on those 
products which competed with Argentine production, or to prohibit their 
import altogether. The Executive was also given authority to grant 

/subsidies at 
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subsidies at its discretion to those industries which could qualify under 
the provisions set forth in the Act. The authority to use the tariff as 
an effective barrier against lower costs of production abroad has never 
been exercised. 

The other features of the decree, i.e., granting of subsidies and 
import prohibitions in favour of industries which qualify under the act, 
have been used to assist a number of industries. In order to secure 
assistance under the act the industry concerned was to present the 
following data to the Advisory Commission: amount of capital and number 
of employees, quantity and quality of products 'manufactured or to be 
manufactured; their domestic distribution and' proportion of national 
demand which they supplied or could supply in the near future; quantity 
and origin of its principal raw materials, specifying clearly those which 
it was deemed necessary to import and showing, that it was impossible to 
obtain them, domestically under favourable economic conditions; proposed 
site for the industry, justifying its selection. In the case of new 
industries, the Cor-mission may do terrain« the site of the plant in 
harmony with the general industrial plan. 

The so-called "sheltered industries" which have been accorded 
protection and assistance under the terms of the decree are the following: 
sulphur, cast-iron, plywood, dry cell batteries, hydrogen peroxide, barium 
chloride, barium sulphide, sheet iron, tugsten carbide, photographic 
plates and films, long fibres for bag material, penicillin and sulpha 
drugs, synthetic plastics, citric acid, insecticides, printing inks, 
tools in general. 

As can be seen, the list does not seem long nor does it appear to 
correspond to any general plan of development, but rather to the desire 
of the Government to aid those activities which do not find a natural base 
for development and thus require the widest protection. Apart from these 
industries which do not bulk large in the total industrial production, 
the others which make up the major portion of industry in Argentina find 
their protection principally in exchange controls. 

Periodically the Banco Central de Argentina issues bulletins with 
reference to entrance permits granted for the importation of goods into 

/the country. 
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the country. As no item can come in without its corresponding permit, it 
is evident that these bulletins define what can or cannot be imported. 
An industry can consider itself to have sufficient protection when its 
finished products are not listed among the goods which can be imported, 
but the basic materials;it needs from abroad are on the list. . 

Exchange Policy 1939-1949 
When the United States dollar was devaluated in March 1933 the value 

of the Argentine peso was adjusted upward. At the end of the year, when 
the multiple rate system was introduced (i.e., an official and a free rate) 
the official rate was 3.21 to the dollar as compared with 3.91 in March 1933. 
From 1934 to 1938 the official buying rate was stabilized at a little over 
3 pesos to the dollar while the selling rate fluctuated slightly more. 

Table 16. Argentina: Exchange Rates, 1934-38 
(Pesos to the dollar) 

Official buying rate Official selling rate Free rate 
1934 2.98 3.39 3.95 
1935 3.06 3.46 3.80 
1936 3.01 3.41 3.59 
193 7 3.03 3.23 3.33 
1938 3.07 3.30 3.92 

Source: Suplemento Estadístico de la Revi;.ta Económica.No. 7, for 1934-37 
rates; International Financial Statistics. March 1950, International 
Monetary Fund, for 1938 rate. 

The decree of 21 august 1939, referred to above, split the official 
selling rate — the rate of 17 pesos to the pound sterling was reserved for 
specified essential imports and all other imports were transferred to a 
rate of 20 pesos per pound sterling. With the outbreak of the war the 
United Kingdom devaluated the pound sterling, whereupon Argentina established 
the following rates: 

Argentina: Exchange Rates. October 1939 
Sterling Dollar 

Buying rate: 13.50 3.36 
Selling rates: 
Basic 17.00 4.23 
Preferential 15.00 3.73 

/When the Trade 
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When the 'Trade Development Corporation (Corporación para la Promoción 
del Intercambio) vas created in March 1941 a new buying rate was initiated, 
which came to be known as the preferential buying rate. The Corporation, 
which was a semi..private entity, was authorised to buy foreign exchange from 
proceeds of sale of non-regular, exports 1/ at the rate of 4.22 pesos per 
dollar. The purpose of this concession was to encourage exports of 
products which otherwise could not find a market abroad.- The Corporation 
was authorized to use the foreign exchange thus obtained for imports of 
automobiles and spare parts, truck chassis and trucks, agricultural 
machinery, typewriters, cash registers, calculating machines and other 
items not on the essential list. ' 

The basic and preferential selling rates did not change from 
September 1939 to September 1949; the basic buying rate also remained 
the same and the preferential buying, which had been reduced about 5 per 
cent in 1943, remained the same thereafter until October 1949. 

Because of the devaluation of the sterling in September 1949 and the 
rise in internal prices and costs :if production, which made it increasingly 
more difficult for certain exports to compete in world markets, a new 
schedule of exchange rates was established in October 1949 as follows: 

Argentina: Exchange Rates. October 1949 a/ 
Buying Rates Selling Rates Free 

Basic Preferential Special Basic Preferential Market 
A " B A B 

Dollar 3.36 4.83 5,73 7.20 6.08 3.73 5.3 7 9.02 
Pound 
Sterling 9.40 13.53 16.04 20.15 17.04 10.45 15.04 25.26 
a/ Argentina's New Multiple Rate System. January 1950, International 

Monetary Fund. 

The main objective of the new buyitj rates would seem to be to 
maintain the dollar value of the Basic rate for most of the traditional 
exports which, under present conditions of inconvertibility, go principally 
to the non-dollar area. These include grains (except oats), linseed, beef 

1/ Canned ham, leather goods, shoes, hats, wool and cotton yarns, etc. 

/and mutton. 
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and mutton. Under this rate the dollar value of the peso stays the same 
as before devaluation.and. the sterling value of the. peso is increased by 
44 per cent. The preferential and special rates offer varying degrees of 
assistance to other exports. The Preferential B and Special rates represent 
a devaluation of 30.5 per cent against the dollar compared with previous 
rates in these categories. They cover a variety of exports which formerly 
were considered "non-regular" such as textiles, leather goods, ham, bacon, 
cheese, casein, dried and fresh fruit, powdered milk, dried eggs, tung oil, 
quebracho, metal manufactures, etc. 

In between the Basic and the Preferential B rates is the Preferential A 
rate to which are transferred a number of commodities which formerly were 
exported at the Basic rate; chief among these are wool, linseed oil and 
other vegetable oils, pofrk, and hides. The rate for these exports was 
devaluated in terms of the old preferential rate by 17.6 per cent against 
the dollar and therefore represents an appreciation of 18.6 per cent against 
the sterling. However, for the commodities transferred to it from the 
Basic rate it represents a devaluation of 30.5 per cent against the dollar 
and of course remains the same for the sterling. It may be noted that wool 
exports to the United States have been sti ulated not only by devaluation 
but also by the substantial rise in prices during the latter part of 1949. 

Thus Argentina has a set of exchange rates for exports ranging from 
3.36 pesos to 7.20 pesos to the dollar; the bulk of the regular exports 
are in the lowest rate (i.e. highest pes:> value) category and most of the 
non-regular exports are in the highest rate category. 

The lowest selling rate is the Preferential A. which maintains its 
dollar value at 3»73 pesos and is apparently reserved to the Government to 
cover its obligations and purchases abroad including coal and petroleum. 
The Preferential B rate ra?intains its sterling value and therefore its 
dollar value is depreciated 3Ü.5 per cent; imports of coffee, bananas, 
newsprint, soft wood, natural rubber, iron ingots, steel, copper and tin 
bars and sheets, and industrial chemicals are made under this rate. 

The Basic rate of 6.08 represents a 30.5 per cent devaluation against 
the dollar. A large variety of essential supplies will comc in under 
this rate: industrial machinery and equipment, farm machinery, truck chassis 

/and parts, 
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and parts, iron bars and pipe, steel rails, textiles, eaustie soda, etc. 
The Auction rate, which fluctuates in accordance with availability of 
exchange and import quotas, will be used for imports of durable consumer 
goods, certain kinds of iron, tin and eopper products, artificial silk 
textiles, pumps, and manufactures not included in other categories. Mpst 
import items are subject to quotas and may be shifted from one rate to 
another. 

The Free market rate has undergone a devaluation of 47 per cent with 
respect to the dollar and 23.per cent to the sterling. All transactions 
other than merchandise imports and exports will be carried out at this 
rate (9.02 pesos to the dollar and 25.26 pesos to the pound sterling). 
This rate may be attractive to foreign capital seeking investment in 
Argentina. The Free rate may also for the time being ease the balance of 
payments situation inasmuch as remittances of interest, dividends, -etc., 
for foreign account must be made at this rate. 

The present rate structure widens considerably the spread between 
buying and selling rates and therefore substantially increase«, the revenue 
of the Government from this source. The exports of grain, oilseeds, beef 
and mutton covered by the Basic buying rate (3.36 pesos to the dollar) 
comprised approximately 55 per cent of the total value of exports for the 
years 1947 and 1948. 1/ Wool, hides and vegetable oils which made up about 
20 per cent of the total value of exports for 1947 and 1948 are now 
exported at the Preferential A rate of 4.83 pesos to the dollar. On the 
import side, coal and petroleum, which are brought in at the 3.73 selling 
rate (Preferential A). were about 10 per cent of total value of imports 
in 1947 and 1948. The bulk of imports, other than Government purchases 
abroad, are made at the Basic (6.08) and Auction rates. A very rough 
estimate based on the composition of exports and imports in 1946-47 would 
indicate that the average rate for experts is from 4.30 to 4.50 pesos to 
the dollar, and the average f$r imports is from 6.50 to 6.70. 

To the extent that the new schedule of selling rates increase the 
domestic prices of imports of gootis competing with thbse locally produced, 

i/ Before the war this group of products made up from 65 to 70 per cent 
of the total exports. 

/an additional 



.•;/CN .12/165 
Page 60. 

an additional protection is afforded national manufacturers such as of 
certain textiles, agricultural equipment, durable consumer goods, various 
metal products,, assembly,plants manufacturing component parts, etc. 
Nevertheless it may be assumed that licensing and quotas, which have 
become more restrictive during the past year because of relative scarcity 
of foreign exchange, continue to be the most effective instrument both for 
protecting local industries and for limiting the general level of imports. 

The new rate schedule will also alter the relationship between 
internal and external prices since the domestic prices of imported capital 
goods and raw materials will be increased which in turn will result in 
higher costs ©f production. Agriculture is affected the most by the rate 
changes. Farm machinery impocts come in under the Basic rate of 6.08 as 
compared with 4.23 (except tractors under 40 HP which, came in at 3.73) 
before October 1949. It is estimated that a 3.0-40 HP tractor (wheel type) 
will cost a farmer 36,500 pesos this year as against 15,500 pesos in 1947. 
The exchange rate accounts for 30 per cent of the increased cost; the 
higher f.o.b. factory price for 24 per cent; 1/ and the remainder is due 
to increased distribution costs and an 8 per cent sales tax recently added. 
Costs of .production for agricultural export crops are apparently fairly 
close to world market prices when convert 1 at the 3.36 rate. 2/ Furthermore, 
the Government is already paying a large subsidy on flour — bakers 
receive- a refund of 23 pesos for each 100 kilos of flour for which they 
pay the millers 39 pesos per 100 kilos. Nevertheless, the Government has 
indicated that it will guarantee "support prices" regardless of world 
market prices for agricultural products*. If costs should increase above 
equivalent world prices the exchange rate for such commodities would have 
to be raised or exports subsidized. 

1/ The f.o.b. plant price, of. the tractor used in the above calculations 
increased by 47 per cent from January 1947 to January 1950. 

2/ According to the Argentine Ministry .of Agriculture,: the average cost 
of production of wheat for the 1949/50 crop year was 22.44 pesos per 
100 kilos (f.a.s. port); the IAPI sold wheat abroad during this 
period at 27.0 pesos per 100 kilos (f.o.b. port), which is the 
equivalent of 2.19 dollars per bushel. (See Table 18,). 

/Exports 
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Exports 1937-1949 1/ 
It was pointed, out above that although the dollar value of exports 

in 1937 was still 30 per cent below that of 1929 the value In national 
currency was 7 per cent higher; and that this was followed by a recession 
in 1938 which, for the traditional export crops (grains and flax) of 
Argentina, heralded a downward trend in volume of production and exports. 
Table 19 shows that by 1942 the volume of total exports was reduced to 
53 per cent of 1937; the index rises again to 71 per cent in 1947. The 
reduction in exports during the war years was due to the loss of markets 
when countries which took 40 per cent of Argentina's exports were completely 
cut off from overseas trade and also because of lack of shipping space. 
Exports of wheat and flour, for example, declined from 4.9 million tons in 
1939 to 2,0 million in 1943. (See table 22 on volume of experts by 
commodities for selected years). 

During the war a significant shift in the distribution of the world's 
agricultural resources took place, which persisted after the war, and 
changed considerably the direction of trade in certain commodities — 
particularly grains and linseed. This re-aligriment ®f production of 
certain major crops may be seen in Table 17", -which gives data on world 
production and exports of wheat and corn for the pre-war and post-war 
years. The yearly average production of wheat in the United States in 
1947 and 1948 was 86 per cent higher than for the years 1934-38; and United 
States exports of wheat as a percentage of world exports rose from 6: per • 
cent to 52 per cent. 

Argentina's share of world wheat exports declined from 23 per cent 
in the pre-war period to 7 per cent in 1948. Its wheat production in 1945 2/ 
and 1946 was 60 per -cent of the yearly average for 1934-38; production 
Increased in 1947 and again in 1948 when it approached the pre-war level. 
However, it fell off again in 1949 and 1950 to a level about 25 per•cent 
below that for 1934-38. Not only did the average yearly production and 
exports decline but exports as a percentage of production in Argentina 
decreased from 51 per cent in 1934-38 to 38 per cent in 1948, while the 
corresponding percentage for the United States rose from 4 to 37 per cent. 

1/ All export and import data-for 1948 and 1949 .are provisional;estimates, 
r 2/. Crop year 1944/45-;-- .years given in .'the, text are for-year in which crop 
i is'harvested. •"' . . • ' • • . : • • • * - ; • , • • - - . • ./Canada increased 



Table 17» World Wheat and Corn Production and Exports 
(in 1000 metric tens) 

W h e a t c 0 r n 

Argentina United Canada Others World" Argentina United Others World States States World 

Production 
1934-38 6,634 19,476 7,170 131,620 164,900 7,092 53,066 43,742 114,700 
1944-47 6,664 37,209 9,165 99,762 152,800 6,500 60,555 54,145 121,200 
1947-48 4,800 35,065 10,705 116,330 166,900 6,630 92,728 59,072 150,430 

Exports 
1934-3£ 3,376 844 4,062 5,784 14,-66 4,095 682 4,618 10,195 
1946-47 : 2,149 10,725 6,323 1,936 21,133 1,951 2,761 162 4,874 
1947-48 1,231 13,053 5,601 3,919 24,404 2,964 819 095 4,678 

Experts as 
percentage of 
production 
1934-38 51 4 68 4 9 62 1 11 ' 9 
1946-47 32 29 69 2 13 30 4 Neg. 4 
1947-4o 38 37 53 3 15 45 1 2 3 

Exports as 
percentage of 
world exports 
1934-38 23 6 33 39 100 48 7 45 100 
1946-47 10 51 30 ' 9 100 40 57 3 100 
1947-48 7 53 23 16 100 43 lo 19 .100 

hj 
P-- \ 0*» Q 
fl> £3 
CT» I—' w ro 

CD 

Source; F.A.O. Grain Bulletin, Commodity Series No. 10, January 1949, pages 4L, 40, 54, 56» 
Note: Argentine figures are for calendar years 1947 and 1940. The world totals have been adjusted accordingly. 

O f ,-r no;. A//,7 onrl 1QI.7 /i,« fn.- r>- Fi» ~ • - n '->••? - »-. r. T o + i « A, V-i A m a V n a r 
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Canada increased its production of wheat but also experienced a 
decline in its share of world exports. It may be noted that both Canada 
and Argentina were apparently reserving a larger share for hone consumption 
after the war. 

The story for corn is somewhat different. Although the United States 
has substantially increased production, it has not been an important 
factor in world exports except for one year. The significant fact to be 
noted here is that while world production of corn has increased by almost 
40 per cent since the pre-war period, exports have decreased 55 per cent; 
and that world exports as a percentage of world production have declined 
from 9 per cent before the war to 3 per cent in 1948. Insofar as this may 
indicate a trend toward national self-sufficiency, it represents a 
permanent loss of markets for Argentina, whose production and exports of 
corn have considerably declined. However, production of corn in Argentina 
has not declined nearly as much as exports, which as a percentage of 
production decreased from 62 to 45 per cent in 1948. 

During the pre-war period Argentina exported over 90 per cent of 
its linseed production, which represented 80 per cent of world linseed 
exports. Because of high prices of linseed and linseed oil in 1947 and 
1948, other countries found it profitable to grow their own crop. Sweden, 
which had imported the bulk of its requirements, began to develop its 
own production; and the United States, Argentina's best customer for this 
commodity, established support prices and practically eliminated Argentina 
from that market. Argentina's production of linseed was reduced from a 
yearly average of 1,700,000 metric tons for 1935-39 to 940,000 tons in 
1948 and 550,000 tons in 1949. 

A combination of external and internal conditions have thus 
weakened Argentina's export position. The geographic distribution of 
its exports is fundamentally the same as before the war, with a large 
proportion of its exports going to non-doilar areas under bilateral 
agreements. After the war Europe was unable to fully pay for imports 
from Argentina either with its own exports or with dollars. The European 
Recovery Programme enabled Western Europe, however, to overcome a part 

/of its trade 
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of its trade deficit and continue large imports of food and raw materials 
from North America. This has tended to perpetuate the shift in commodity 
trade noted above. Although supplies were more readily available from 
European countries, Argentina's dollar position was worsened because of 
a decline in exports to dollar areas during 1949. 

Meanwhile, industrial development in Argentina has caused a shift 
from agricultural production for export to industry and the domestic 
sector of agriculture. The extent of this shift is indicated not only 
by a reduction in exports but also by a decrease in production of the 
most important exportable crops. 

With respect to exports, policy has been carried out through the 
Institute for the Promotion of Trade (Instituto Argentino para la 
Promoción del Intercambio), a Government agency created in 1946 with 
authority to purchase and sell exportable commodities. The chief 
objectives of:this policy were: 
a) to promote trade through implementation of the bilateral treaties 

which Argentina has entered into with most of her trading partners; 
since 1946, from 70 to 85 per cent of its trade has been carried 
out under compensatory agreements; 

b) to improve Argentina's terms of trade; and 
c) to accelerate the rate of industrialization by utilizing export 

profits for public works and promotion of state and private industries. 
Table 18 shows the relationship of Argentine export prices of 

wheat and corn to those paid to farmers and to United States prices for 
these commodities given in peso equivalents. Because of the disruption 
of "world markets" caused by scarcity of supplies and inconvertibility 
of currencies, it is not possible to speak of world market prices during 
the post-war period. However, it will be noted that the margin between 
Argentine and United States wheat prices has been eliminated during the 
past year. 

A policy of industrialization of linseed (manufacture of oil, 
oilseed cakes, and residual products) was initiated in 1946 with the 
corollary policy of exporting oil and oilsued cakes rather than seed. 1/ 

1/ In recent years Argentina has also made an effort to increase the 
degree of processing of other raw materials for export. 

/Exports of 
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Table 18. Argentina: Production and Domestic and Export Prices of Wheat 
and Corn 

Wheat 
(Prices in pesos per 100 kilos) 

. Average price Average price Average price Production a/ Exports 
paid to 
farmers 
at port 

of wheat 
Minneapolis 

U.S.A. 

of sales 
abroad by 
IAPI 

(1000 tons) (1000 
tons) 

b/ &/ si '£/ 

1929 9.68 — 9,500 6 , 6 1 3 
1933 5.28 - 6,556 3,929 
1937 13.21 - 6,802 3,887 
1939 6.71 11.85 10,319 4,746 
1942 6.75 15.90 6,487 2,176 
1945 9.50 21.08 14.02 4,085 2,35S 
1946 15.09 28.84 21.83 3,907 1,387 
1947 17.08 35.50 45.50 5,615 2,284 
1948 20.00 34.50 60,00 6,663 2,149 
1949 23.00 • 27.40 35.00 4,800 1,836 
1950- 23.50 26.90 27.00 5,300 -

Corn 
b/ si d/ si ti 

1929 8.11 — 6,412 5,048 
1933 4.00 — 6,802 5,019 
1937 6.79 - 8,640 9,083 
1939 6.62 6.99 4,864 3,196 
1942 4.40 12.00 9,034 220 
1945 8.08 25.60 10.34 2,966 572 
1946 17.24 23 »85 17 067 3,574 2,200 
1947 10.84 30.79 28.50 5,815 2,366 
1948 14.00 33.32 35.00 5,900 2,540 
1949 15.80 17.98 . 22.00 " 4 , 0 0 0 1,081 
1950 16.00 17.33 19.50 3 , 0 0 0 T 

a/ Production Ohown for year in which crop was harvested, 
b/ average price f.o.b. Buenos Aires. Until 1948, the prices have been 

taken from the Boletines Estadísticos del Banco Central, and for 1949 
and 1950 fron the Presidential Decrees fixing the Government crop 
purchasing prices. 

c/ Until 1947 — U.S. Department of agriculture, Agricultural Statistics. 
1948 — for Minneapolis No. 1 Dark Northern Spring wheat. For 1948 an 
estimate was made at 2.18 dollars per bushel, and for 1949 at 2,32 
according to data from the United Nations. For 1950, first month at 
2.80 (World Markets), 

/d/ Until 1947 prices 
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Table 18 (Cont.) 
d/ Until 1947 prices are obtained by dividing the value of exports by 

the corresponding volume, which appears in the Anuarios de Comercio 
Exterior, published by the Dirección General dé' Estadísticas y Censos. 
For 1948, 1949 and 1950 data has been taken from trade journals. 
The prices for 1948 have been checked against the totals of grain 
exports appearing in the Memoria del Banco Central of 1948. The 
difference between the average price f.o.b. and the export price 
which is evident until 1945 is due mainly to the fact that sales 
were unevenly distributed throughout the year. 

e/ and f/ Until 1948 data from the Dirección General de Estadísticas y 
Censos. For 1949 and 1950 - Lottre d'Argentine No. 14 de la Société 
Générale. From the sanie source, the data concerning maize for 1947/48. 
The data for each year correspond to the crop year ending in that 
year. For 1949 exports, the Review of the River Plate, 20 January 
1950. 

gj Until 1947 — U.S. Department of Agriculture, Agricultural Statistics. 
1948 — Average maize quotations in Chicago. 1948 prices are calculated 
at 2.50 dollars per bushel and for 1949 at 1.36 according to data from 
the United Nations. For 1950, at 1.31 dollars per bushel (World Markets, 
February). 
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Exports cf linseed in 1946 were 37,5'00 tons as compared to 134,600 tons 
in 1945. On the other' hand, exports of linseed oil rose from 46,000 tons 
in 1945 to 148,000 tons in 1946 and 214,000 tons in 1947. Prices for 
exported linseed oil rose from 691 pesos per metric ton in 1945 to 
1,478 pesos in 1946 and 2,154 pesos in 1947. Prior to 1946 United States 
had been the principal importer of linseed from Argentina. However, . 
faced with the inability to secure linseed instead of oil and because of 
the profitability of growing linseed, crop production in the United States 
more than doubled from 1944 to 1948. During the latter part of 1949 and 
the first part of 1950, shipments of both linseed oil and linseed were 
again made to Europe, principally the United Kingdom, in fairly large 
volume. 

Table 21 shows the changes in composition of Argentine exports by 
value for selected years. Grains, linseed and meat have become relatively 
less important; the position of -wool and hides has remained more or less 
the same; vegetable oils, live animals, milk products and other 
agricultural commodities have increased as a percentage of total exports. 
This has been due more to a decrease in exports of the first group rather 
than an increase of the latter products. Part of the decrease is explained 
by increased domestic consumption. The yearly average exports of meat 
during 1946-1948, for example, were 581,000 metric tons as compared with 
648,000 in 1937; yet production of meat increased from 2,230,000 tons to 
2,550,000 tons during the same period. 

Wool exports in 1949 fell off about 50 per cent from 1948. Although 
there was an estimated 10 to 12 per cent decrease of sheep numbers from 
1947 to 1949, the main reason for the decline of exports in 1949 was the 
sluggishness of the international market at prevailing prices. During 
the latter half of the year, demand rose — especially in the United 
States — as did prices, thus creating a favourable situation for 
Argentine exports of wool. 

Imports ; .••-••• — 
If exports are calculated on a-yearly average basis for 1940-48, 

it is quite apparent that they have not been sufficient to satisfy the 
increasing demands of a rapidly developing economy. Although the value 

/of exports 
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cf exports was maintained at a high level during 1946-48 because of 
unusually high prices, there has been a definite tendency during the past 
eighteen months for both volume and. prices of exports to decline with the 
consequent necessity to restrict imports more rigidly. The relationship 
of exports and imports to nati-rial income and terms of trade may be seen 
in Table 19 . Only in 1948 when an unprecedented amount of imports arrived, 
did the ratio of imports to national income equal that of 1937 —• a year 
in which, as pointed out earlier, imports in relation to national income 
was 25 Per cent below that of 1929, Argentina's industri?! development 
has enabled it to substitute jm increasingly l-'.rger number of locally produced 
goods for imports; but quite aside fr"ia th® enhanced demand for certain 
classes of consumer goods which ^ises out cf higher incmes, the nature 
of Argentina's natural resources are sussh that its growing industries will 
probably reouire greater Quantities of industrial raw materials, heavy 
equipment, machinery and mytore of all kinds. More and more its industries 
are dependent on imported fuels, industrial chemicals and netals and 
proportionately less on agricultural raw materials although of course the 
la.tter are still basic requirements satisfied from its own oroduction. 
In the 1-ng run, then, the country must •'k oend on increased exports t o 
meet its increasing needs for imports, 

Argentina's import policy during the post-war period has been 
conditioned by three factors: a) abnormally high requirements for capital 
goods as a result of development and Lack of availabilities in preceding 
years; 1/ b) repa.tria.ti n of a large portion of the foreign-held debt and 
investments; and c) the unbalance of its exports and imports with the 
different currency areas. 

The foreign-held debt and private investments amounted to an 
estimated 3,250 million dollars in the decade of the 'thirties. Earnings 
and amortization of these debts and investments represented some 150 to 
160 miIli n dollars a year t roughly 20 to 30 per cent of receipts from 
exports. The maintenance of the servicing of the public debt and 

ìJ S e e Binomic Survey of Lrtin America 1949. Chp.pter VII, for' an analysis 
of the process of econorile development capital investment in 
Argentina, 

/investments 



investments was achieved with great sacrifice during the depression. 
After the war the Government adopted a determined policy of liquidating 
a considerable part- of the debt and public utility investments held 
abroad. The fact that a part of the foreign exchange reserves accumulated 
during the war could not be used immediately for imports no doubt had 
some bearing on the decision to repatriate these investments. In any 
case, it is estimated that Argentina cancelled about 2,000 million 
dollars of foreign-owned government bonds and private investments, 
from 1946 to the end of 1948. 

The liquidation of public debt and investments plus an unprecedented 
influx of imports was made possible not only by a high level of receipts 
from exports but also by utilising gold and foreign exchange holdings 
accumulated during the war. From 1940 to 1946, its gold and foreign 
exchange holdings were increased by 1,240 million dollars to a total of 
1,700 million dollars. By the end of 1948 this reserve was reduced to 
less than half that of 1946. 

Argentina began to have balance of payments difficulties in 1947 
which became more acute during the latter part of 1948 resulting in a . 
back-log of overdue commercial debts. The balance of payments problem 
was greatly aggravated by the unbalance of its trade as between soft and 
hard currency areas. Argentina, like Brazil, had large surpluses of 
inconvertible currencies during the post-war years which could not be 
used to finance deficits with the dollar area. In 1947, its over-all 
current transactions were in balance; yet it had a net deficit of 1,960 
million pesos on current account with the dollar area, which was offset 
by a net surplus of 1,350 million pesos with the sterling area and 560 
million with compensation currency areas. Although it had a small 
over-all trade surplus in 1948, its imports from dollar areas made up 
almost 40 per cent of its total imports and were twice as much as 
convertible currency receipts from exports. 1/ Furthermore, a sizeable 
portion of its exports in 1946 and 1947 were financed by credits under 

1 

1/ See Balance of Payments Year Book 1938. 1946, 1947: International 
Monetary Fund; and the 1948 Report of the Argentine Central Bank, 

/bilateral 
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bilateral agreements, About 1.8 billion pesos of these credits had been 
used up to December 1947. According to the 1948 Report of the Central 
Bank (Memoria del Banco Central) there were still large outstanding 
credit balances at the end of 1948 with Spain, France and Italy, and 
small balances with a number of other countries. Whereas Brazil has 
been able to increase exports to the dollar area, Argentine dollar 
earnings have declined both in amount and in percentage of total receipts. 
In 1948 dollar receipts were less than >0 per cent of the total, This 
explains in part the drastic restrictions which have had to be applied to 
imports in order to balance its trad© bilaterally. 

The geographic distribution of Argentina's trade is shown in 
Table . The basic pattern of exports remains the same with, however, 
the United Kingdom taking a larger share after the war. It will also be 
noted that a larger share of imports caine from United States and Canada in 
recent years. Because of United Kingdom disinvestments and inconvertibility 
of the sterling, Argentina can hardly carry large balances with that 
country; the same is essentially true of its trade with Continental 
European countries. Whatever are the disadvantages, it appears inevitable 
that Argentina must increase its imports ..'ro. ; Europe both to liquidate 
existing balances and to create addition-',1 markets for its exports. 

It will be recalled that up to 1939 although import restrictions 
acted as a restraint on the general level of imports and determined 
their origin in accordance with bilateral agreements, they did not 
appreciably affect the composition of imports. Because of the lack of recent 
data it is not possible to evaluate the effects of import controls on 
the composition of imports since the war. In 1947, the last full year 
for which official data are available, capital goods constituted 37 per 
cent of total imports as compared with 21 per cent in 1940 and 27 per cent 
in 1937. The 1948 Report of the Central Bank presents data on permits 
granted which indicate that capital goods and raw materials imports were 
an even larger percentage of the total in 1948 than in 1947 — assuming 
that the amount of permits granted is a fairly accurate measure of 
actual imports of the different categories of giods. 

/With world 
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With world agricultural market prices settling at a level 
considerably below those obtained by Argentina from 1946 to 1948, and 
with the volume of exports below the pre-war level, the country is 
faced with the continued necessity to restrict the demand for imports 

- in order to satisfy the needs of industry and agriculture for machinery<» 
raw materials and transport facilities. In other words, there seems 
little likelihood that Argentina would relax quantitative import controls 
for some years to come. 
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Table 19. Argentina: Foreign Trade and National Income 
' ! 

Value of Value of Quantum of Quantum of National Ratio of Tana! 
exports imports exports imports income imports of 

at con^ant to trad' 
prices income 

(millions of pesos) 
1937 2,311 1,558 100 100 100 100 '100 
1938 1,400 1,461 6$ 92 98 94 . 81 
1939 1,573 1,338 83 81 109 74 79 
1940 1,428 1,499 69 70 108 65 72 
1941 1,465 1,277 61 56 125 45 79 
1942 1,789 1,274 53 45 127 35 73 
1943 2,192 942 56 31 124 25 78 
1944 2,360 1,007 60 30 135 22 71 
1945 2,498 1,154 59 33 119 28 73 
1946 3,973 2,332 67 68 125 54 116 
1947 5,505 5,349 71 133 140 95 141 
1948 5,465 5,341 70 147 141 104 135 

Source: Research Centre, Economic Commise:', r: for Latin America. 
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Table 20. Argentina: Trade by Areas, Selected Years 
(millions of dollars 

1928 1938 1948 • 1949 .a/ 
Export Import Trade 

Balance 
Export Import Trade 

Balance 
Export Import Trade 

Balance 
Export Import Trade 

Balance 

United States 
and Canada 80 193 - 105 39 90 - 51 159 607 - 448 86 207 - 121 

United Kingd<Qi 280 ' 158 + 122 144 97 47 559 234 * 325 316 224 « 192 

Continental 
Europe 556 330 -s- 226 193 190 -* 3 718 415 * 3 03 352 301 51 

Others 94 IZi - 32 62 105 - 43 191 343 - 152 126 113 4 13 

All world 1,018 807 * 211 438 482 - 44 1,627 1,599 4 28 880 845 + 35 

a/ All figures for 1949 are acugh estimates based on data cf Argentina's principal trading partners. ^ \ ~ K O 
CD 3 

Source; See Tables ^ and 3 , Part I. -oh U.' M 
H1 
<T> Vn 



Table 21Composition of Exports of Argentina for selected years. 
(% OF TOTAL BY VALUE) VALUE IN THOUSAND ÍEC06Í (national ôuî>r«ncy) 

1935-37 19¥>-47 r 
1928 {ave- 1945 (ave- 1928 £935-1937 1945 1946-1^47 1947 

% 
rage; % % rage; % 

1928 
(average) 

1945 
(average) 

1947 

A.-VEGETABLE PRODUCTS 62J 58.8 25.7 44,2 1,498,115 1,085.30© 442,187 2,097.272 2,759,800 
. 1.Grain & grain products 57.1 44.1 19.9 33-5 1,367,532 8$p,948 496,913 1,588,556 2,118,500(1) 
2.Linseed 5-4 12.7 1.2 0.1 130,583 234,165 29,703 4,107 -

3.Linseed oil neg. neg. I.3 7.2 (2) 22 32,007 340,194 46&,200 
4.Other vegetable oils neg. neg. 3,3 3.5 (2) 165 83,564 164, a 5 180,100(3) 

B .-ANIMAL PRODUCTS 34.0 41.8 2L-2 782,1^0 425,914 ¿ 2 ^ 4 2 1x849^1^0 ie?9o,ooo 
5«Meat.& meat products 12.7 15.0 19,2 14.3 304,670 2?4,543 479,645 680,018 767*300 
4.Live animals O.9 0.6 3.0 1.4 20,754 10,209 74,681 75,542 84,900 
7.Wool 7.4 7.9 10.8 7-2 182,433 345,970 270,472 341,614 326,200 
8.Hides & skins 7.8 4.6 6.9 7-4 187,535 122,417 173,043 349,067 357,600 
9.Dairy products 1.7 1.1 2.8 3-3 39,491 <9.9,799 70,491 158,929 170,8C0 
10.Sub-pr oducts 2.0 2.8 7.1 5.1 47,057 50,976 177,717 243,980 283,200 

C. 11.FOREST PRODUCTS 2̂ .3 2.3 2.8 ¿•l: 55,498- 42,295 69,746 98,454 lit,800 
D.12.MINERALS SÊEJ 0.-Ì O J 0 Ú — M 11^224 18,808 13,298 9,100 
E.13 .OTHER AGRICULT .PRODUCTS 1.0 ÏÛ. JLZ 1:2 24,005 50,407 167.̂ .912 345,748 » , 400 
F. 14-OTHERS 1-5 1.6 14.I 7.I 36,464 30,014 353,067 335,085 227,900 

100.0 lCO.O 99.9 100.0 2,396,409 .1,845,654 2,497,770 4,739,027 5,505,000 
Sources: a.) Anuario del Comercio Exterior de JLa República Argentina corre spondi erte a lf37. Dir^rrión 

üéneralcfe Es ta di s t i c a~~de la" YacTonV iÌiruTstirìcT de"Haciónda. Blienos Aires7±938 
b) Anuario Estadístico de la República Argentina. ̂ Comercio Exterior.1945-1946» Dirección Gene 

ral de'Estadísticay'Ceñ^os . Buenos Aires, 1948. 
c) Síntesis Estadística Mensual de la República Argentina, N*3- Año II, March 1948. Dirección 

General de Estadística y Censos. Buenos Aires. 
d) Research Center of U.N.Economic Commission for Latin A m e r i c a . 

Notes: (l) Export values for items c) and d)^of group A . f o r 1947, arc includedxin^group E.13, and those for item 
, x linseed oil 5 (3).Export.value 

contained in groujb E.13. 



Table 22 ̂  Argentina.; Volume of Exports 
Metric tons 

1935-37 
192Ö (average) 11947 < 194Ö 1949 

A. VEGETABLE PRODUCTS 1$,041,140 14,481,730 4,053,200 5,558,690 6,706,220 
1.Grain & grain products^1)43,096,660 12,792,050 3,777,070 5,283,670 6,414,560(2) 6,367,910(2) 3,898,890 
2.Linseed 1,944,400 1,689,200 134,600 37,400 
3.Linseed oil 60 40 46,300 148,280' 213,160 53,500 57,460 
4.Other vegetable oils 20 440 95,230 89,340 78;500 nta. n.a. 

B. ANIMAL FRODUCTS I .322,950 1,203,700 1 .298,830 1,392,450 11513.500 
, 5-Meat & meat products 706,750 598,090 513,570 548,210 687,300 508,000 n.a. 
6.Live animals 82,790 61,620 200,970 170,010 167,500 175*000 n.a. 
7.Wool 125,400 130,720 158,740 206,430 171,700 213,200 . 94,880 
8.Hides & skins 167,690 164,550 11$,070 174,300 146,900 175,000 149,220 
9-Milk products 38,100 27,600 58-, 330 ¿5,900 58,300 66,610 23,820 
10.Sub-products 202j2¿0 221,120 247*900 227,600 281,800 n.a« • n.a. 

€,U-FOREST PRODUCTS 398,560 288,520 214,630 231,630 235,700 144,000 n.ar 

D. 12-» MINERALS . 6,680 141,210 83,830 105,500 48,600 45,000 n.a. 

E.13.OTHER AGRICULTURAL PRODUCTS 172,620 279,460 671,380 734,790 888,5.'rO n.a. n.a. 

F.14.OTHERS 290,250 119,720 183,970 212,400 134,300 n.a. n.a. 

TOTAL .17,232.200 16,514,340 6.505,840 8,2?5.460 % 
Sources: a) Researeh Center of U.N.Economic Commission for Lafein America, Santigo, Chile. 

b) Anuario del Comercie Exterior de la República Argentina, correspondiente a 1937. Dirección 
General'de Estadística de la Nación. Ministerio de Hacienda. Buenos Aires. 1938. 

c) Anuario Estadístico de la República Argentina. Comercio Exterior. 1945-1946.Dirección General 
"de Es tallisti ca y Censos,'"Buenos Air 

d) The Review of the River Plate. Vol.CXII, N°3027,January 20,1950,page 17. 
e) Business Conditions in Argentina^ quarterly report (Ernesto Tornquist & C° Ltda.)N°265,page 17-
f) The Situation in Argentina, a four page bulletin of the First National Bank of Boston, 

Buenos Aires Branch, February 27, 1950, 
g) "Camoatí™ Revista de Economía.y Estadística,Publicación Mensual. Año X, N lló(extra)-Jan.1950,page 4-

(See description and notes on next pagef 



Table 22 (Cent.') . 
* Description 

Unless otherwise specified, each of the following groups is made up as foltpws: 
A.-1.Grain and grain products: a) wheat, oorn, oats, barley, rye, birdseed, rice, Guinea corn, millet, 

Indian barley; b) wheat flour and 6 other products from wheat grinding; c) other grain flours and 
brans; d) other forms of grain; e) all kinds of vermicelli and spaghetti, biscuits,, crackers and 
other bakery products« 

A.-4«Other vegetable oils; The following oils: Gbitton, corn, peanut, castor, turnip, "tung", sunflower 
edible and others. r 

B.-9-Milk products: Evaporated, condensed and powdered milk, cream, butter, cheese and caseine. 
B.10..Subproducts: fallow, fats, tjones, hair, horse meat, and. others. 
C.11.Forest products: Quebracho arid its extract, timber, vegetable coal, fire-wood, resins, and other 

forest products. 
D.12.Minerals: Bismuth, copper and silver minerals, tin and silver minerals, silver, load, tungsten, 

zinc and other minerals; also, ̂ some^of the above metals in other metallurgical or commercial 
cforms; petroleum and derived products; mica, gypsum, onix, marble, quartz, kaolin,"• lime, clay, 
common salt; and other mining products. . • 

E.13.other agricultural products? Fresh fruit; oilseeds and peanuts; cottojw,peanuts, sunflower-, 
and turnip-cake; by-products from vegetable oils manufacture; peas, chickpeas, lentils, beans, 
"habas1', cotton, ¿»rage (all kinds), flax, potatoes, garlic, onion, vegetables, forage seeds, 
"yerba mate", and others. 

F.14.Others: a) Hunting and fishing products; b) food and drinking manufactured products; tobacco; 
eggs, sirups, candy and sweets; chocolate paste, coppa, coffee, raisins; preserved and dry . 
fruit, tomatoes-̂  preserved vegetables, spices, hot peppers, wine, beer, other liquor, vinegar, 
sauces; mineral waters; grape-juice; c) textile products; d) chemical and pharmaceutical 
products; e) 6ther manufactured products; f) machine'ry; and g) qthers. 

Motes { * 
(1) All grain products are given in grain equivalent weights. 
(2) Quantities for items c) and d) of group A-l are included^ group. E.-13« and those for item 

e), in group F.-14-
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BRAZIL 

Introduction 
Brazil imposed rigid and effective quantitative import controls 

for the first time in 1948-49. The primary purpose of exchange 
control before the war was to reserve to the Government sufficient 
foreign exchange at an official rate to cover its own obligations 
abroad. From time to time priorities were established for the sale 
of foreign exchange but there is no evidence that it had any appreciable 
effect on the propensity to import or on the composition of imports. 

The necessity to apply controls arose out of Brazil's balance of 
payments difficulties in 1947, when the volume of imports was for the 
first time greater than in 1928 or 1929, Accumulated demand from the 
war years was an important factor in 1947; yet later, in 1949, when 
Brazil had a trade deficit (2.5 per cent), despite controls imports 
(at constant prices) were only 15 per cent greater than the average 
for 1928-29 and 35 per cent more than far the years 1937-39. 
Meanwhile, population had increased 44 per cent and 25 per cent over 
the two earlier periods, respectively; and industrial production and 
national income had increased more than population. 1/ Therefore it 
is not surprising that demand was in excess cf supply of foreign, 
exchange at a cruzeiro rate, which was evidently not cvervaluated for 
the most important Brazilian export commodities. 

The yearly average volume of exports for 1946-49 was approximately 
the same as for 1937-39 and about 70 per cent greater than for 1928-29. 
These data, together with those on imports above, provide the basic 
facts governing Brazilian commercial policy since the world economic 
crisis of the early 'thirties. During the second half cf the depression 
decade Brazil was able to maintain imports at a level about 20 per cent 

1 7 See Economic Survey of Latin America 1949, Chapter VIII, 
Economic Commission for Latin America, Document E/CN.12/164. 

/below the 
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below the pre-crisis level by exporting 70 per cent more. Equilibrium 
on these unfavourable terms relative to the earlier and later periods 
was achieved by depreciation. The situation is very different today. 
Goffee prices are high, Brazil's terms of trade are again relatively 
favourable, an:i the possibility of expanding its exports are limited. 
In view of Brazil's experience during the past three years, it seems 
quite evident that a devaluation sufficient to limit imports to 
available foreign exchange would have t, be so great as to create 
serious repercussions in the interne! s e n -y. It follows then that 
under existing tariff rates quantitative restrictions will probably 
have to be maintained in the short run. Whether import restrictions 
may be relaxed or abolished will depend in the long run on the country's 
ability to attract foreign capital and to reduce imports by replacing 
them with local'products . r t ; expand export - including manufactures. 

Influence cf Policy upon Exports, 1931-39 
c 

Brazil, like the other Latin American countries, experienced a 
drastic decline in trade with the onset ;f the depression. By 1932 
the volume of exports had dropped to 76 per cent of the 1928-29 
average and to 38 per cent in dollar value. Although imports declined 
to 24 per cent in value and to 5 6 per cent in volume, the country's 
trade balance and reserves were not sufficient to meet the fixed 
charges of the debt-service. The external debt in 1930 amounted to 
1,100 million dollars. This represented 61 per cent of the total 
public debt of Brazil and absorbed 34 per cent of the Federal 
Government BudgetM In 1929, service charges on the external public 
debt and on foreign investments in Brazil totalled 122 million dollars, 

17 Foreign Investments in Brazil; Economic Commission for Latin America, Document E/CN.12/166/A.M.2 
/which was' 
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which was about 27 per cent of the value of exports The dollar 
value of exports in 1931 was 242 million dollars and that of imports 
was 140 million, leaving a trade balance of 102 million dollars —/. 
Even if the entire trade balance had been applied to debt service, 
which was impossible in view of shipping and other necessary service 
charges, it would have been barely sufficient to meet the total 
obligation. Payment on investment income, although greatly 
diminished, also required foreign exchange. In addition to the 
fixed charges, the Bank of Brazil had outstanding foreign-held 
commercial debts of 70 million dollars. The latter were made up 
principally cf loans contracted r; the Bank to finance the coffee 
valorization programme up throu h 1930. 

In an effort to cope with a situation which was rapidly • 
deteriorating, the Government, late.in 1931, gave the Bank of Brazil 
control over all exchange transactions. The primary purpose of this 
action was to secure foreign exchange to cover the obligations of 
the Government, to prevent capital flight, and to provide for the 
essential import needs of the country. The control was administered 
through authorized banks. The milreis (equal to cruzeiro) was 
devaluated to 14.268 per dollar from 8.476. These measures 
presumably helped to reduce imports during the latter part of 1931 
and 1932. However, the sale of foreign exchange was not strictly 
regulated, the "free" market flourished, and in the absence of 
import licenses and normal credit arrangements merchandise without 
the means cf foreign payment accumulated to the point where by June 
1933. it was necessary for the Bank of Brazil to enter into an 
agreement with foreign creditors f .-r the liquidation of commercial 
debts. The "Agreement" provided that the Bank of Brazil would 

l7 Banco do Brasil, P.elat ;rio de 1948, page 222 (Table of Foreign 
Trade). (Cruzeiros). 

2/ Exports dropped to 179 million dollars in 1932 and imports to 
106 million, leaving a trade balance of 73 million dollars. 

/transfer within 
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transfer within 90 days earmarked credits up to 665 thousand cruzeiros 
per debt at the official exchange rate, but the total amount to be 
transferred was not to exceed one million U.S. dollars; Promissory 
Notes, converted into dollars at 13.965 cruzeiros and endorsed by the 
Federal Government, were to be issued for the balance plus interest 
and to be paid off in monthly instalments. over a period of six years 
beginning August 1933. 

Later that year the Government issued a decree condemning as 
illegal all foreign exchange transact .'.oris not contracted through 
authorized banks. In 1934 > the exchange control act was modified 
whereby the Government retained control over the purchase of all 
foreign exchange from exporters but relinquished control over sales 
in order that they might be carried out "according to the rules and 
rates established by the. law of Supply and Demand" 1/ The decree 
was further modified, in February 1935, making it compulsory for 
exporters to sell 35 per cent of their receipts to the Government at 
the official rate of exchange, which then to be used exclusively o 
for government obligations. The reía-, jacier could be sold in the free 
market. Except for a brief perioa in late 1937 when exporters were 
allowed to sell their entire proceeds in the free'market, this system 
prevailed down to the war when the Government again took over full 
control of the exchange market. 

The official exchange market was reserved to the Bank of Brazil; 
and the amount to be sold at the official rate varied among 
commodities from time to time. A tax of 3 per cent on all foreign 
exchange purchases was also imposed in 1937. 

Thus during most of this period (1931-39) from 40 to 65 per cent 
of imports, other than government purchases abroad, were made at the 

1/ Decree~24~268, 19 May 1934. 
/free rate 
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free rate which varied from 20 to 40 per cent above the official rate. 
(See Table 23 ). 

There can hardly be any question that the most important factor 
contributing to Brazil's trade difficulties was the coffee situation. 
Coffee represented 70 per cent of the total value of exports for the 
years 1925-29. After the first world war the Government had initiated 
a "valorization" programme for the purpose of stabilizing prices. This 
was done by withholding surpluses from the market during years of low 
prices and/or large crops, and releasing these stocks during the good 
market years. The surpluses were financed by government purchase or 
loan. Over a period of years this had the effect of increasing 
production faster than the market could absorb it, so that by 1929 a 
serious problem of over-production already existed. 

When, in 1931, loans could no longer be secured from abroad to 
finance "valorization", the Government prohibited new plantings of 
coffee trees for five years 1/, imposed an export tax, and started the 
destruction of surpluses. The export tax which was used to finance 
the destruction of coffee was supplemented by a sacrifice quota -
the growers had to turn over to the Government a portion of their 
crop (15 to 30 per cent) at a very low price. Up to- 1940, a total 
of 71 million bags of coffee had been destroyed. 

These measures apparently were not adequate to stabilize coffee 
prices, which fluctuated more and at a markedly lower level than did 
the agricultural products in the United States, which was Brazil's 
principal coffee market. The most plausible explanation is that 
too great a supply was being put into a market having an inelastic 
demand. In 1930 and 1931, for example, exports were substantially 

1/ The~liw was extended another five years in 1936, but applied 
only to States with more than 50 million trees. 

/greater than 
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Table 23. Brazil: Exchange Rates 

Year Official Free Special Free 

1930 9.34 
1931 14.22 
1932 14,04 
1933 12.69 
1934 11.83 14.84 
1935 11.80 17.36 
1936 11.62 17.31 
1937 11.37 16.07 
1938 17.62 17.62 
1939 16.64 19.22 21.54 
1940 16.63 19.80 20.77 
1941 16.60 19.72 20.59 
1942 16.58 19.64 20.48 
1943 16.59 19.63 20.42 
1944 16.57. 19.58 20.04 
1945 16.54 19.50 19.96 
1946 16.50 19.42 20.00 
1947 18.72 23.25 
1948 18.72 26.55 
1949 18.72 30.75 
1950 18.72 30.15 

Sources: 1) From 1930 to 1932: "statistical Abstract of the 
United States, 1935"7 Table 298, page 271, 
U.S. Department of Commerce. 

2) From 1933 to 1938: "Banco do Brasil. Relatorio 
de 1942" (1808-1943)> page 211, Rio de Janeiro 
1943 (Jornal de Comercio, Rodrigues & Gia.) 

3) From 1939 to 1947: "Banco do Brasil, Relatorio 
de 1948" (1808-1949), page 282, Rio de Janeiro 
1949. (Jornal de Comercio, Rodrigues & Cia.) 

4) From 1948 to January 1950: "International Financial 
Statistics", February 1950. International Monetary 
Fund. 
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greater than in 1929, when coffee exports were at about the average 
for the years 1925-29. All through the 'thirties the volume of 
exports was on an average larger than before the depression, and the 
most precipitous price declines in 1930-31 and 1938_39 coincided with 
the peaks of exports. 

The exchange rate was both a cause and effect of this condition. 
The need to expand exports to cover essential imports and services and 
the increased cost of production of the exportable portion, which had 
to absorb the cost of the one-third destroyed, forced the value of the 
cruzeiro down. This made it "profitable" to export more than the 
market could absorb at current prices; the lower prices in turn 
forced a further depreciation of the cruzeiro. 

The relationship of coffee prices to exports and the exchange 
rate, and to cotton and United States farm-products prices are shown 
in Table 24 . The three price indices follow a common course down 
through 1932 but thereafter the trend of octton and United States 
farm prices is upward, while that of Brazilian coffee prices in New 
York continues at the same level until 1938 when it dips downward 
again, reaching its lowest point at 30 in 1940 after the heavy 
shipments of 193S and 1939. In this connection, the disparity 
between coffee prices and those of United States farm products is 
especially significant when it is realized that coffee has perhaps an 
even higher inelasticity of demand in the United States market than 
do most other food products. 

Proceeds from coffee sales abroad represented 71 per cent of the 
total value of exports in 1928; by 1936 the value of coffee exports 
had declined to 45 per cent and in 1940 to '32 per cent of the total 
value. The influence of coffee prices on the total value of exports 
is shown in ratio index which gives the index of total value of 
exports as a ratio cf the index of the value of coffee exports. . If 
the index for any given year is above 100 it measures the extent to 

/which the 
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Table_24 Brazil: Indices of Exports and Prices of Cotton and Coffee 
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1928 100 100 100 - 100" 100 . 100 100 100 100 100 
1929 103 96 97 • 9 9 101 487 84 85 435 99 
1930 110 • » • 63 . Öf> n i 304 r e z ̂  r T n ^xo 63 
1931 129 38 65 '•97 170 2 0 8 36 61 174 61 
1932 86 46 77 101 168 5 42 71 a 46 
1934 111 39 59 102 150 • 117 59 89 127 49 
1934 101 48 60 85 142 J.. - 4 67 95 1439 62 
1935 110 39 72 73- 185 1,J 5 65 120 1722 74 
1936 1 0 2 41 75 64 . 183 2001 68 .124 2073 7*> 
1937 07 40 83 59 173 2360 49 85 2023 82 
1938 123 . 33 71 £3 215 2685 47 101 1990 65 
1939 119 33 74 71 224 3233 61 137 2252 6 2 
1940 67 30 6C 45 226 . 2241 71 160 1842 64 
1941 80 48 108 42 225 2880 75 169 1639 78 
1942 52 58 130 37 224 1538 68 152 937 100 
1943 73 58 130 45 224 779 75 168 517 116 
1944 98 5 G 130 51 224 1075 101 226 679 lió 
1945 102 58 129 49' ï 223 1643 100 223 938 121 
1946 105 76 150 49 198 3524 142 281 1758 141 
1947 107 99 222 51 224 2852 173 388 1584 171 1948 126 98 22.0 52 224 2585 204 457 1702 176 
1949 138 119 267 74 224 1537 217 486 1133 _ 
I95O Jan. 189 423 - 224 - - - — 

Sourees and notes : 
1. Volumes and Values of Exports of Coffee and Cotton: Comercio Exterior do 

Brasil: "Exportaçao de cafe, exportaçao de algedao em rama", Janeiro a 
Desembro, 194-6-40. Serviço de Estatistica Economica, e Financeira, 
Ministerio da Fazenda, 1949. Departamento de Imprensa Nacional, Rio de 
Janeiro, Brasil. 

/2. Value of total 
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Table 24 (Cont.) 
Sources and notes continued: 
2. Value of total Exports of Brazil. Banco do Brasil S.A. 1808-1949. 

Relatorio de 1948, page 222. Value of exports for 1949:"International 
Financial Statistics", February 1950. International Monetary Fund, 
Washington, U.S.A. 

3. Average price of Santos Mo.4 Coffee, Mew YjTk Market: From 1928 to 
1948: Banco do Brasil S.A, Relatorio de 1948, page 260. 

^• Average spot price per pounu, at Liverpool, of Brazilian, Sao Paulo 
Type 5(Fair7Cotton; From 1928 to 1930: "Agricultural Statistics 1939" 
U.S. .Department of Agriculture, Table , page . From 1931 to 
1940: "Agricultural Statistics 1948", U.S. Department of Agriculture, 
Table 106, page 91. 
Prices for 1948 and 1949 were computed for the Liverpool market from 
available prices at the Sao Paulo market, for which information was 
obtained directly from the Banco do Brasil, 

5. Exchange Rates: From 1928 to 1934: "Statistical Abstract of the 
United States 1935", U.S. Department of Commerce, Table 298, page 271. 
From 1935 to 1942: Banco do Brasil, Relatorio de 1948, page 282. 
From 1947 to 1949 and January 1950: "International Financial 
Statistics", February 1950. International Monetary Fund, page 44-. 
From 1935 to 1945, when multiple buying rate existed, an average 
exchange rate was calculated by weighing the pertinent rates by 
the proportion applicable to exports'. 

6. U.S. Farm Products, price index ̂ Statistical Abstract of the United 
States, 1949" , U.S. Department .:£ Commercie, Table 339, page 302. 

7. 1949 and 1950 figures are fairly approximate. They were computed 
from data obtained from various reliable sources. 
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which the value of coffee exports has increased more or decreased less 
than the value of total exports; if the index is below 100 it 
indicates that the value of coffee exports has decreased more or 
increased less than has the value of total exports. Thus if coffee 
values had increased to 120 while total value went to 180 in comparison 
with 100 for the base year, the ratio index would be 67, or if the 
corresponding values yrere 60 and 90 the index would be 67, 

The effect of a substantial iricre-a.se in world prices of cotton was 
almost instantaneous — Brazilian exports increasing from 12,000 tons in 
1933 to 127,000 in 1934 and.324,000 tons in 1939. It is of particular 
interest to note that the index of Brazilian cotton prices on the 
Liverpool market follows fairly closely, except for two or three years 
leading up to the war, the index of United States farm products pricos. 
During most of this period Brazilian coffee exports were about 6u per 
cent of total world coffee exports, while its cotton exports in 1936-39 
were 8,5 per cent of the world's total. The United States, on the 
other hand, exported approximately 41 per cent of the world's cotton 
exports. 

In other words, Brazil was not in • > .sition to regulate the 
production and sale of its principal cemnK dity, as were Argentina and 
the United States. All through this period Brazil's terras of trade 
were very much lower relative to the pre-crisis years than were those 
of Argentina. It seems evident that Brazil could ha.ve improved its 
terms of trade by a more rigorous control . f commodity supply and 
maintenance of the currency at a higher value. 

Nevertheless, depreciation of the cruzeiro and relatively higher 
world market prices for other commodities enabled the country to 
expand production and export of certain of these products. Yvhile 
coffee dropped from 71 per cent of total exports by value in 1929 to 
45 per eent in 1936, cotton rose from 4 to 19 per cent. The value 
of cacao exports ruse from 2.7 to 5.3 per cent of the total. There 

/was also 
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was als) a very marked increase both in volume and value of exports of 
other commodities such as rice, sugar, fruits and nuts, meat products, 
carnauba wax, castor beans, timber, cotton-seed and oil-seed cake. 

Commercial Treaties" 
Trade treaties and agreements were one of the chief instruments of 

policy to expand exports. From 1931 to 1935 Brazil negotiated 
commercial agreements with most of the principal trading countries of 
the world. Up to 1934 all such agreements were accorded most-favoured-
nation privileges which gave these countries the benefit of Brazilian 
minimum tariff rates. Beginning in 1934 new agreements were negotiated, 
most of which were compensation agreements 1/. The biggest increase 
in trade was with Germany. Brazil's volume of exports to Germany 
increased from 214,000 tons in 192? and 143,000 in 1933 to 723,000 tons 
in 1938; the value was 19 per cent of total exports in 1938 as compared 
with 8 per cent in 1933. The principal export was cotton although 
other exports also increased. 

Table 25. • Brazil: Exports to Germany as per cent of Brazil's 
Total Exports, 1938 

Metric Tc :ns , Percentage of 
Total Exports 

Thousand 
Cruzeiros 

Percentage of 
Total Value 

Tobacco ' 13,078 48.9 • 44,933 52.5 
Hides and skins 21,921 39.4. .74,282 35.5 
Raw Cotton 81,833 30.4 286,260 30.8 
Timber 78,719 26,1 20.879 27.1 
Cacao 23,577 18.4 40,879 19.2 
Oranges 21.750 11,3 12,740 " 11.3 
Other products 482,240 17.8. 491,543 ' 15.0 

Total 723,088 IB .4 971,516 19.1 

Source: Banco do Brasil, Departamento de Estatxstica e . 
Estudos Economicos. 

Imports from Germany increased in value from 9 per cent in 1933-to 
25 per cent of total imports in 1938. Certain commodities were not. 
included in the compensation agreement which may explain the disparity 

1/ Compensation agreements were signed with Germany, United Kingdom, 
France, Norway, Sweden, Denmark, Portugal, Argentina (1939), and 
Chile, and.represented over 50 per cent of her total trade in 1938. 
A single transaction agreement was negotiated in 1930 with the United 
States for the exchange of coffee for wheat. 

•/between value 
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between value of imports and exports. 

Tariff Policy 

Brazil's tariff rates were not generally considered highly 
protective. Import duties are specific and "in 1934, when the provision 
that 60 per cent of the duty'had to be paid at the gold value was abolished, 
the duties were approximately 25 per cent of the value of imports; with 
the increase of prices the custom receipts as percentages of imports 
declined to about 10 per cent after the war. 

Table 26. Brazil: • Value of Imports and Custom Receipts, Selected Years. 

Total value of ' Custom Receipts Custom Receipts Custom Receipts 
Year imnorts (000's cruzeiros) as Dercentaae as percentage of 

(OOO's cruzeiros) of total value 
of imports 

total Government 
revenues 

1935 .3,855,917 975,000 25.30 47,91 
1937 5,314,551 1,173,413 23.40 50,82 
1940 4,964,149 977,514 19.69 35.87 
1942 4,694,373 674,220 14,36 20.14 
1945 8,747,085 1,026,039 11,73 14,49 
1946 13,028,734 1,404,033 10.78 14,99 
1947 22,789,291 1,876,437 8.23 6,09 

Source: Brazil, Anuarios Estatistic:s, for 1937, 1948. (I.B.G.E.) 

Customs receipts wore.equal to only 8 per ce&t of total imports in 
1947, which was about one-third t.f the percentage in 1935. Data are not 
available on the ad. valorem equivalents for 1947 , but since the schedule 
of specific duties remained the same, it is evident that the tariff has 
lost any protective influence it may have .had - except for a very few 
items. Customs duties had also lost much of their importance as 
revenue for the Government, having dropped from about 50 per cent of 
total revenue collected to 15 per cent in 1945 &nd 6 per cent in 1947. 

/In order 
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In order to compensate for reductions in the ad valorem equivalent due to 
the rise in prices, Brazil was permitted to valuate all duties 40 per cent 
higher for "bargaining" 'purposes during tariff negotiations under the 
General-Agreements oh Tariffs and Trade in Geneva in 1947. As a result 
of these agreements'-and. subsequent Congressional action, import duties 
were decreased from the re-valuated level (at Geneva), but remained 24 per 
cent higher than the 1934 level. This still leaves the duties much 
lower.-in. terms of' ad valorem equivalents than they were in 1934. A 
long list of items including leather, hemp and similar fibres, cement, 
lead pipe and tools, sanitary ware, etc., were increased 10 per cent on 
an average in the new tariff schedule. Duties on raw wool, barbed wire, 
automotive vehicles, surgical and scientific instruments, ships, machinery, 
tools and equipment, and raw materials for perfumery, paint, dye and 
tanning industries, wore increased approximately 20 per cent on an 
average. A number of items were increased by 40 per cent or more. 
Duties on petroleum products were not changed. Farm machinery and 
fertilizers are duty free. Many items of local manufacture - particularly 
metal products - were not negotiated at Geneva. With respect to import 
duties, mention should also be made of the consumption tax which is 
about 50 per cent higher for imported articles than for those locally 
produced; for the great majority of items this tax will range from 6 to 
8 per cent of the c.i.f. value. 

Balance of Payments Difficulties, 1947-49 
The war years (1940-1945) were a period of transition for Brazilian 

trade. Although average yearly imports- were 20 per cent below the 
average for 1937-39, exports were maintained, at the same level. The 
value of the cruzeiro was stabilised. Foreign exchange and gold holdings 
increased from 62 million dollars to.708 million at the end of 194-5. 
This was also a period ^f intense industrial development. The most 
significant trend from the standpoint of trade was the improvement in 
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the terms ef tfrade. The value of exports and imports increased by 
50 per cent in 1946; the trade balance was 5 billion cruzeiros, the 
greatest in the country's history; and gold and foreign exchange 
holdings increased by 78 million dollars for that year. At the end 
of 1946 Brazil held the equivalent of 5,200 million cruzeiros of 
compensation and blocked currencies; one year later this had increased 
to 5,900 million cruzeiros. 

Brazil's balance of payments difficulties since 1947 have arisen 
from tww sources. Despite a high level of exports and greatly improved 
terms of trade, its foreign exchange receipts have not been sufficient 
to satisfy demand for imports. Second, the lack of equilibrium in 
the overall balance of payments has been greatly aggravated by the 
unbalance as between experts and imports, with the dollar area on the 
one hand and with the soft currency countries on the other, as may be 
seen in the foil .wing table: 

Table 27. Brazil: Brazilian Experts and Imports 

(millions of cruzeiros) 

Terms of Dollar Area Other Countries Total 
Trade 

1937 - 100 Exports Imports Exports Imports Exports Imports 
1947 126 9,400 14,500 12,000 8,300 21,400 22,800 
1948 119 11,800 14,200 9,900 6,800 21,700 21,000 
1949 130 12,200 12,100 8 ,000 8 ,600 20 ,200 20,700 

Source: Economic Commission for Latin America 
The trade deficit with the dollar area in 1947 amounted to 5,100 

million cruzeiros, which was offset in part by a surplus of 3,700 million 
with the soft currency countries. The deficit on current transactions 
was a little over 3,000 million cruzeiros. There was a net inflow of 
720 million cruzeiros of private long-term capital and a net outflow of 
long-term capital to cover official obligations in the amount of 1,140 

/million cruzeiros 
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million cruzeiros. The dollar position was better than appears inasmuch 
as approximately 75 per cent of shipping costs for imports was payable in 
non-dollar currency* Taking this'into account, the net deficit in dollars 
on all current transactions was 4,850 million cruzeiros (262 million 
dollars) and the- surplus-'with other countries was 1,630 million cruzeiros^ 
The dollar deficit was liquidated by a "stabilization loan" of about 
1,500 million cruzeiros'(80 million dollars) from the United States 
Export-Import Bank, by reduction of short-tern assets, and deferred payment 
for imports which had accumulated without means of dollar payment. The 
soft currency balances were largely disposed of by debt amortization and 
settlement and purchase of a British-owned railroad. 

The situation improved in 1948, especially in the dollar account. 
This was due largely to increased exports to the dollar area which, along 
with a slight decrease in imports, reduced the trade deficit from 5,100 
million cruzeiros in 1947 to 2,400 million in 1948. The trend is even 
stronger in 1949 when an over-all trade surplus of 100 million cruzeiros 
was achieved with the dollar aren, while the deficit with the non-convertible 
area was 600 million cruzeiros. The decrease in exports to other areas 
was due largely to the sharp decline of textile exports and moderate 
decline of exports of oilseeds, hides and skins, corn, meat products, 
and minor products; in 1949 the exports of the above products continued 
to decline and in addition there was a substantial reduction of exports 
of raw cotton (40 per cent), rice, sugar, and timber. 

It appears that Brazil's trade is returning to its former structure 
both as to the distribution and composition of exports and imports. Up 
to the war'Brazil regularly maintained a, relatively large trade and net 
balance of payments surplus with ;the United States, which was used to 
cover deficits with certain other countries - principally with the United 
Kingdom, Germany and Argentina. 

From 1946 to the middle of 1949 the distribution of its trade was 
reversed — large net deficits with the United States, which however were 
not fully offset by net surpluses with other countries. During the latter 
if balance of Payments Year Book 193?, 1946, 1947. International Monetary 

Fund.' • • 
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half of 1949 this trend was again definetely reversed — as may be seen 
in the following table. 

Table 28, Trade Balance with United States and Other Countries, 1949 
(millions of cruzeiros) ' 

With United States With Other Countries Total 
First Semester - 1,200 - 1,100 - 2,300 
Second Semester 2,500 - 700 1,800 
End of Year Balance 1,300 - 1,800 500 

Source; Banco do Brasil, Departamento de Estatística c Estudos Economicos. 

Changes in Composition of Brazil's Exports 
The reversal of the trend of distribution of Brazil's trade, noted 

above, has been brought about by a combination of factors including 
bilateral agreements and quantitative controls. On the export side, 
however, the most important factors have been world market conditions and 
price movements. 

Because of the great scarcity of certain products, Brazil was able 
to enter markets during the war and early post-war years which had 
previously been closed to her. For example, cotton textiles made up 11 
per cent of total exports whereas before the war they were insignificant. 
Other manufactures constituted another 7 or 8 per cent during those years.. 
There was also a marked increase of exports of certain agricultural 
products — rice, corn, vegetable oils, oilseeds, sugar, timber, hides 
and skins, tobacco and a number of minor items. Furthermore, prices rose 
sharply after the war. As world production gradually returned to "normal", 
prices declined and exports of textiles decreased in 1948 and again in 1949, 
until by now they have been reduced to their pre-war level. The other 
products listed above ha.ve also declined. Cotton exports, which had been 
below the average for the pre-war years in volume, fell off by 38 per 
cent and cacao by 20 per cent in value in 1949 as compared with 1948. 
If all of the products discussed above are taken as a group their exports 
decreased by 40 per cent in value from 1948 to 1949. There is not much 
likelihood that textiles, rice, corn, sugar or rubber will re-appear within 
the near future as important exports items. However, rax̂  cotton, which 
had been limited by production as well as recent loss of markets, should 
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be able to restore its position in Brazil's trade* 
It is apparent that Brazil is again becoming largely dependent on 

coffee for its dollar receipts. The recent rise in coffee prices, which 
has offset losses of other exports, is reflected in the improvement of 
its total exports to the United Stûtës, which for the-last four months of 
1949 were 50 per cent higher in value than the monthly average for 1948 
and the first eight months of 1949. 
Composition of Imports 

Changes in the composition of Brazilian imports are shown in the 
following table. 

Table 29. Composition of Brazilian Imports for Selected Years 
(percentages) • 

1?28 1937-39 1948 
Foodstuffs, beverages and tobacco 21,7 15.5 18.7 
Textile raw materials and manufactures 15,6 5.8 5.6 
Paper, cardboard and manufactures 2.3 3.4 1.7 
Hides, skins and manufactures Ì.5 0.6 0.2 
Chemical and pharmaceutical products 5.4 9,5 7.6 
Non-edible fats and oils 0.4 0,4 0.3 
Fuels and lubricants 3,7 ~ 12.4 12,3 
Rubber and manufactures 1,3 1,2 0,2 
Wood and timber and manufactures 0.3 0.3 0.2 
Non-metallic minerals and glass 1.8 1,5 - 1.2 
Basic metals and manufactures 11,0 13.1 7.0 
Automobile^ and home appliances 6.2 6,4 9.9 
Capital goods 21,6 25.4 32.0 
Miscellaneous 7.1 4.5 3.1 

100,0 100,0 100,0 
Source: Research Centre, Economic Commission for Latin America. 

The structure pf the country's imports has changed principally in the 
direction of a larger percentage for capital goods and less for certain 
consumer goods such as textiles and beverages. Wheat, which was only 8.8 
per cent of total imports in 1929, went up to 16.7 per cent in 1932 and 
gradually went down in percentage as total imports increased until by 1938 
it represented 10,3 per cent of the total. Flour imports, which had been 
relatively unimportant (less than 1 per cent), rose substantially during 
the post-war years — 4.1 in 1946, 6,3 in 1947, and 6.4 in 1948. Wheat 
and flour together made up 11̂ .9 per cent of the total imports in 1948 and 
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11.2 per cent in 1949, when wheat imports again reached 9.4 per cent. 
Petroleum products are another basic item in Brazilian imports: before the 
war those products were from 7 to 8 per cent of total imports; in 1948 
the percentage was 9,5 and 10,2 m 1949« The 1946—48 average volume of 
imports of :wheat (including equivalent in flour) -did not increase over 
the av ;rrge for 1937-39 despite the great increase in value which was 
due to high prices. However, petroleum products imports by volume have 
increased tremendously. For example, gasoline imports went up from an 
avorage of 363,000 metric tons in 1937-39 to 1,132,000 tons in 1948; 
fuel and diesel oil from 638,000 tans tr> 1,727,000 tons for the same period. 
Petroleum imports cost over 100 million dollars a year now; it is apparent 
that * fairly rapid development of .the-petroleum industry could help to 
relax the pressure on imports. 

The quantity --.f capital g-.-ods Imported since the war has increased 
by about 100 per'cent, although the percentage of the total has gone up » 
only .about 6 per cent. Iiioorts of durable consumer goods (automobiles, 
refrigerators, radios, etc.) increased from 2 to 3 times in quantity and 
became relatively more important -while' those of raw materials became 
relatively less innortant. -It was not until the .second half of 1949' 
that imports of durable consumer soods were substantially reduced by 
import quotas. 

It is considered that Brazil may have the possibility of maintaining 
capital goods and raw materials imports at their present level for some 
years provided imports of durable consrjner goods are limited as they were 
during the last six months of 1949 — and provided also that exports 
do not decline either because of decrease of volume or prices. The 
country's agricultural and mineral resources offer an opportunity over a 
.longer period of time for replacing a considerable number of import items 
by local manufacture and of expanding exports by the sale abroad of 
manufactured articles. This will require man^. years of further development 
with an increasing rather than a lessening of pressure on imports. One 
of the bigg.jst obstacles to Brazil's economic development is the lack 
of transportation facilities. This alone will require a very large outlay 
for imports, as will the development of electric power and the mechanisation 
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of agriculture. 
J -nort Controls Since the War 

As pointed out earlier, Brazil did not impose any quantitative 
controls^/ on imports before the war except to establish from time to 
time a schedule of priorities for the sale of foreign exchange. Data are 
not available to compare domestic and import prices. However, the cost, 
of living index for the city of Hio de Janeiro, which may not be 
representative for the country, went up 44 per cent 2/ from 1930 to 1939, 
during which time the currency was devaluated by 100 per cent. This would 
indicate that the currency was undervalued, which is also borne out by 
the strong stimulus which depreciation gave to cotton and other exports. 
In any case, in the absence of quantitative restrictions and a high 
tariff barrier it is apparent thrt the exchange rate was the dominant 
factor in adjusting imports to exports. 

Since the war the situation has been reversed, Wholesale prices had 
risen by 215 per cent from 1939 to 1947 and by 305 in'1949; import prices 
increased by 140 per cent up to 1947 and 150 per cent by 1949. The 
exchange rate had been increased by only 4 per cent over this same period. 

The clearest indication of the inability of the current exchange 
rate to reduce the propensity to import may be found in the experience 
of the country after the war. The pent-up demand began to make itself 
felt in 1947 and by the end of the year a backlog of 1,500 million 
cruzeiros' worth of imports had accumulated for which foreign exchange 
was lacking. When in June of that ye^r it became evident that the country 
would be in serious balance of payments difficulties, the Government 
requested from Congress broad powers to control all aspects of trade. In 
the meantime, import licensing was restored and a set of priorities 
•stipulated for the sale of convertible foreign exchange. Authorized 

1/ Imports of machinery and equipment, except for repairs and replacements, 
were prohibited from 1931 to 1937 for industries in which there was 
over-production". The most important industry so classified was the 
textile industry, which, despite the prohibition on imports of machinery 
for expansion,, about doubled its oroduction from 193-1 to. 1937 

2/ PUBLIC DEBT 1914-1946. United Nations Department - of Economic Affairs, 
Lake Success, N.Y., 1948. 
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banks and dealers were also required to sell 30 per cent of all export 
receipts to the Government. 

In February, 1948 Congress enacted a law authorizing the Government 
to assume complete control over foreign trade., including licensing of 
exports and imports, with the exception that certain foodstuffs, 
pharmaceutical products, petroleum, and cement might be exempt from 
import licensing. 

The law established a Consultative Commission for Foreign Trade, 
whose duties are to develop policies which will: a) make the most 
efficient utilization of the country's import and export resources; 
b) ensure a regular supply for the domestic market and the fulfilment 
of international agreements; c) restrict Imports of non-essential goods 
and those which, although essential, can be economically produced in the 
country; and d) secure imports of essential products in short supply 
which are subject to various internal controls. 

The Commission is also entrusted with the responsibility of making 
whatever ivestiraxions are necessary for the determination of policy and 
administrative decisions. The Export-Import Department- of the Bank of 
Brazil was entrusted with the administration of the trade controls. Decisions 
regarding import quotas are based on investigations of requirements and 
consultations with producer, merchant, and consumer groups. In general 
the basic criteria followed in quotas and allocations for imports are 
essentially for consumption, for maintenance of industrial production, 
for expansion of industries and other development purposes, particularly 
public projects; second, whether the product can be locally produced, 
taking into consideration price and quality of the goods; third, possibility 
of securing the requested imports from soft currency countries. With 
respect to import permits for industry, generally speaking, preference 
is given to machinery and equipment for replacement over that for expansion 
of industry; applications for importation of machinery and equipment by 
the so-called non-essential industries utilizing local raw materials may 
be considered on an equal footing with essential industries' utilizing 
imported raw materials; an effort is made to maintain non-essential 
industries, though importing raw materials, at their present level, and 
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to promote all industries utilizing local raw materials. 
The guiding principle in granting import permits, as' among applicants, 

h"'s been precedence of the applicants, who must present documents proving 
amounts of actual imports for the previous three-year period. The 
administration of the import control system has been decentralized — 
the examination and. the granting of licences are handled by the authorities 
in the principal cities, the state capitals being the most important 
focal points. 

All exports were brought under the licensing system; to begin with 
the granting of export licenses for certain foodstuffs was suspended in 
order to protect the food supply of the eountry. Gradually licences were 
renewed for limited quantities pfter it had been ascertained that there 
were available exportable surpluses. 

Although all imports had been subjected to licensing since the middle 
of 1947, it had no apparent effect in restricting imports, which is 
indicated by the fact that the backlog of unpaid merchandise on the docks 
increased from approximately 1.5 billion cruzeiros at the end of 1947 t<o 
3 billion cruzeiros by May 194'-« It was then decreed that all imports 
should be subject to Prior permit. Although this had the effect of slowing 
up the rate of imports during 1948 it was not sufficient to reduce 
substantially the backlog of unpaid merchandise and to prevent a comparatively 
large importation of durable consumer goods. This was partly due to defects 
in the administration of the law and to the provision which exempted 
petroleum products, wheat, flour and a number of other food items which 
provided a method of evasion in securing foreign exchange for other imports. 

fi 

Gradually these exemptions were eliminated and in June 1949 a foreign 
exchange budget was drawn up providing for allocation of anticipated receipts 
for payment of government obligations abroad, various service charges and 
essential imports. As a result of strict rationing of available resources 
and limitation of non-essential imports from the dollar area, the over-all 
trade balance was reduced from a deficit of 2,300 million cruzeiros at the 
end of June to one of 500 million cruzeiros at the end of December 1949. 
The performance with rcspect to its dollar trade was especially favourable; 
from a trade deficit of. 1.,900 million cruzeiros in June to a surplus of 100 
million cruzeiros in December. Imports from the United States were reduced 
by 60 per cent during the second half - of the year as compared with the 
first half. ~ -: • 



Table $Qr Brazil: Exports 

1927-29 1931-33 1937-39 
Commodities 

Amount Value .amount Value rjnount Value 
- — J tons)_ _ iPr.l000}.„ .inorisi _ 1er.i000)_. ¿tons) (Cr.lOOO; 

Raw Cotton • 23,552 7,741 10,996 29,579 276,127 775,327 
Hice 7,994 6,073 47,237 30,495 49,698 35,188 
Sugar 31,125 18,649 25,658 12,118 19,304 8,604 
Cacao beans 71,165 147,109 90,021 100,135 121,738 222,270 
Coffee beans 865,547 2,718,704 904,909 2,074,628 917,453 2,229,944 
l ie at 67,676 113,667 62,535 93,675 88,219 182,481 
Vegetable wax 6,016 28,349 6,909 21,744 38,797 171,702 
Hides 59,440 157,538 42,307 68,904 58,849 226,003 
Vegetable 

fibres 4,427 4,893 4,541 4,047 • • • » 

Wool 4,930 28,825 3,753 16,858 • • .. 
Wood 119,773 24,466 101,621 21,556 322,503 84,053 
Corn 7,814 2,138 . 122 31 70,870 24,390 
Tobacco 30,458 67,027 28,201 44,054 32,918 90,180 
Woollen 

textiles 18 163 142 1,391 962 14,860 
Cattle 924 858 31,677 7,657 • • « • 

Source: Research Centre, EconanAc Commission for Latin America. 

.1942-44 1947-49 h 
Amount Value Amount Value 
(tons) (Cr.1000) (tons) (Cr.lOOO) 

113,200 575,366 227,986 2,822,693 
105,666 232,600 143,997 475,484 
42,633 59,633 153,867 330,010 
96,300 288, 967 100,981 1,025,702 
619,980 2j882,933 1,013,380 9,461,502 
81,867 447,400 38,939 383,790 
30,667 335,567 25,820 444,651 
41,033 334,333 65,162 757,052 

• * 
« « 

343,533 309,533 614,506 
• • ' 

885,779 
3,567 1,767 92,340 142,814 
22,067 91,467 30,988 308,006 

24j 000 902,567 8,770 698,945 
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Table 31» Brazil: Exports, .Selected Years 

(In millions of cruzeiros) 

.1923 Per 1933 Per 1947 Per • 1948 . Per 1949 Per 
Value Cent Value Cent , Value Cent Value Cent Value Cent 

United States 
and Canada 1,812 46 1,765 35 8,504 40 9,699 45 10,471 52 

United Kingdom 137 3 447 9 1,652 8 2,049 9 1,713 9 
Germany- 445 11 972 19 10 - 230 1 314 2 
Other European 1,132 29 1,239 24 6,116 29 5,130 24 4,669 23 

countries 
Argentina 236 6 230 5 2,004 10 2,055 10 1,550 8 
Other Latin 
American 128 3 39 2 1,013 5 935 4 567 3 
-countries 

Others 32 2 354 7 1,881 9 1,600 7 870 4 

Total 3,970 IOC! 5,097 100 21,179 100 21,697 100 20,153 100 

o Brazil: Imports, Selected Years 

(In million's of cruzeiros) 

1923 Per 1938 Per 1947 Per 1948 Per 1949 Per 
Value Cent Value Cent Value Cent Value Cent Value Cent 

United States. 995 27 1,325 26 14,409 63 11,217 54 8,988 44 
and Canada 

United Kingdom 795 22 539 10 1,543 7 2,116 10 2,663 13 
Germany 461 13 1,298 25 - - 20 - 111 -

Other European 
countries 112 3 930 19 3,593 16 3,449 16 3,929 19 

Argentina 426 32 615 12 1,461 6 1,496 7 2,174' 11 
Other Latin 
American 335 23 109 .2. 517 2 870 4 811 4 
countries 

Others 71 2 330 6 1,255 6 1,816 9' '- 1,971 10 

Total 3,695 100' 5,196 100 22,739 100 20,935 100 20,648 100 

Source; 

Note: 

Research Centre, Economic Commission for Latin America. 

Percentages do not add up to 100 because of rounding.--. 
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CHILE 

The Effect of- the World Crisis on Chile's Trade, 1929-1932. 
( 

The impact of the world depression was especially severe on Chile's 
economy.. In 1932, when the volume of world trade was 72 per cent of 1929 
trade, Chilean exports were only 29 oer cent of 1929 while imports had 
been reduced to 12 per cent. The Chilean economy had always been a 
highly specialized unit in the "international division of labour". 
Nitrates and copper then, as now, accounted for about 80 per cent of 
total exports but their relative importance has changed. For several 
decades prior to the First World War the nitrate industry ted practically 
a world monopoly of the supply. Despite the rapid development of 
synthetic nitrogen production, Chilean exports maintained a fairly 
high level throughout the 'twenties. Nevertheless it was evident toward 
the end of the decade that the industry was becoming less competitive'and 
that it was extremely vulnerable in the event of a downward movement of 
world agricultural priees, which of course would react on the use of 
nitrate fertilizers. 

The state of public finances was also closely tied to the fate of 
nitrate and cooper exports. Approximately 86.5 eer cent of government 
revenues were derived from export and import taxes during 1920-1930 
There had also been a substantial inflow of capital which had kept 
government expenditures and private investment at a high level.^ 

In 1931 public and private financial obligations abroad were more 
than 250 million gold pesos, which was almost twice the amount of 
official holdings of gold and foreign exchange. Thus the government 
was forced to declare a debt moratorium and take measures to prevent 
capit al flight. 

But aside from financial considerations, the country was faced 
with the alternative of permitting the level of real income to adjust 
itself to the level of exports or of attempting to raise the income by 

1/ Fernando Illanes Benitez, La Economia Chilena y el Comercio Exterior, 
pags 12Imprenta Chile, Santiago, 1944. 

2/ Economic Commission for Latin omeriea, Economic and Legal Status of 
Foreign Investments in Latin -imerica, document E/CN.12/166/,Md. 3 

/expanding and 
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expanding and diversifying production for the domestic market. Recovery 
of the previous level of economic activity by the first course could have 
been achieved only if exports had risen at least to their former real 
value. The possibilities of recovery on this basis were indeed remote. 
After 1930 nitrates could compete in the world market only at prices 
which would worsen Chile's terms of trade and reduce foreign exchange 
receipts to a comparatively low level. The prospects for copper were 
also limited since the market outside, of United States was controlled by 
cartel agreements, and the United States market was effectively closed 
-off.-by a duty of 4 cents per pound. ̂  The possibility of expanding 
•exports of agricultural products was limited by local productive'capacity 
and world demand. 

It is noteworthy that during the first two years of the crisis, 
up to April 1932, the balance of payments was allowed to exercise its 
full influence on the national economy. Only by a heavy drain on reserves, 
substantial loans in 1930 and suspension of debt-service payments in 
in July 1931, was the country able to finance imports. The deflationary 
character of this policy is revealed by the following indicators of 
economic activity. 

l/ In 1934 world productive capacity was estimated at 5 million short 
tons of nitrates and world consumption was estimated at 2 million 
short tons, 

2/ Copper prices fell from 16.34 cents per pound in 1928-29 to 5.555 in 
1932. See Economic Survey of Latin America 1949, Annex F. 

/Chile: Table 
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Chile: Table-32. indicators of Economic Activity, 1928-32. 

Exports a/ Imports a/ National income at Money Wholesale Unemploy-
million dollars constant prices b/ supply c/ prices d/mert number 

1928 236 146 100 100 100 • « 
1929 279 - 197 . 119 100 99 • • 
1930 162 170 111 80 84 • • 

1931 100 86 87 73 76 • • 

1932 35 26 71 124 105 125,000 
Sources: a/ U.S. Tariff Commission, Foreign Trade of Latin "merica, Part II, 

page 166 (Spanish Edition), 1943. 
b/ Sée note c, Table 35. 
c/ Banco Central de Chile, Boletín Mensual # 250, January 12, 1948* 
d/ Unweighted average of the wholesale or ice index of '.gricuitural Products 

and the wholesale price index of domestically produced industrial products. 
The official wholesale price index has not been used because it is too 
heavily affected by export and import prices, 

e/ Estimate, Banco Central, Annual Report, 1934. 
Exchange Rate policy 

With exports and imports declining precipitously and unemployment 
increasing to serious proportions, the Government reversed its policy in . 
1932. /. public works nr. ?rame based on deficit financing was initiated 
with the result that by the end of the year the money supply had increased 
by 70 per cent and wholesale prices of locally produced goods had gone up 
34 per cent. In April 1932, the foreign exchange rate-which had been 
maintained at 8.26 ¡Tesos tó the dollar was depreciated to 16.55 pesos to 
the dollar. At the same time, in order to isolate the balance of payments 
from the inflationary effects of the compensatory employment programme all 
foreign exchange transact!jns were brought under the control of a newly 
created agency — the Foreign Exchange Control Commission. 

The exporters were obligated by the decree to return to the country 
their entire foreign exchange proceeds with the exception that the large 
copper and nitrate companies had to return only that part of their receipts 
eoual to the cost of production and taxes. The portion returned to the 
country by the large copper companies was soli at the official rate. The 
nitrate companies were required to sell only «- small proportion, which 
varied according to market conditions, of their receipts, returned to the 

/country at the 
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country at the official rate;— the remainder was liquidated at the export 
draft rate as were the so-called "additional exports". The Exchange 
Commission was authorized to classify certain exportable commodities as 
"additional exports", the exchange receipts of which could be returned 
in the form of imports or in any other form approved by the Commission. 
All'exports other than copper, iron ore, nitrates and iodine were so 
classified; up to 20 per cent of the exchange receipts of the "additional 
exports" had to be sold to the government a.t the official rate, the 
remainder was sold at a higher rate which became known as the Export 
Draft Rate and which fluctuated within a range actually determined by the 
import "quotas" at from 25 to 30 per cent above the official rate. 

Table 33 gives the rates for the entire period 1930-1949. The DP 
(disponibilidades propias) rate was originally introduced to reduce the 
scope of the free market by allowing non-trade receipts and foreign 
exchange balances accumulated abroad prior to exchange' controls to- be 
used for the imports of "luxury goods".' The intention was that this rate 
would vary above the export draft rate but below the free rate. It should 
be noted that the free market, was not legalized but tolerated. 

Finally there were the so-called "compensation" rates. Since the 
payment agreements with European countries played an important role in • 
Chile's trade recovery during the 'thirties, it might be well to describe 
the. payment arrangements in some detail. Prior to the crisis Chile 
usually had a sizeable deficit in the current account with United States; 
for example, in 1929 the deficit was estimated at 45 million dollars. 
These deficits were financed with surpluses earned in Europe, 1 ith the 
decline of trade Chile had .deficits with both areas and many European 
countries saw their short-term credits frozeft with the moratorium declared 
in 1931. Certain countries made the repayment of frozen credits a 
requisite of continuation of trade relations. In December 1931 the French 

1/ At present 1.44 U.S. dollars per ton must be returned at the rate of 
19.37; the total amount of foreign exchange thus sold is then 
subtracted from the total cost of production, of this remainder 37 
million dollars is sold by the Nitrate Corporation at 43 pesos and 
the balance at 19.35 pesos per dollar, 

/Government proposed 
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T">ble 33. Chile,- Exchange Rates, Pesos per dollar 
1928 - 1949 

Year Special Export D.P.Rate ' Banking 
Free Rate fete Draft Rate Rate Free Rate 

1928 8.26 
1929 8.26 - - - -

1930 8.26 - - ' - -

1931 8.26 - - - 14.00 
1932 U..05 33,38 - - 37.00 
1933 13.34 33.18 - - 34,25 , 
1934 9.64 25.07 - - 25,09 
1935 19.32 24.27 - - 25.20 
1936 19.38 26,05 - - 27.86 
1937 •19.37 25.58 27.95 - 26.10 
1938 . 19.37 24.95 28.75 - 27.14 
1939 19.37 24.98 30.85 - 32.18 
1940 19.37 24.98 30.95 - 32.82 
1941 19.37 2 4 . 0 0 31.00 - 31.54 
1942 19,37 2 5 . 0 0 31.00 - 31.63 
1943 19.37 2 5 . 0 0 31,00 - 32.50 
1944 19.37 25'.00 31.00 - 31.45 
1945 •19,37 2 5 . 0 0 31,00 - 32.05 
1946' 19.37 25.00 ; 31.00 - 34.43 
1947 19.37 ' 25.00 31.00 - 47.15 
1948 19.37 25,00 31.00 43,0 59.84 
1949 19.37 25.00 31.00 43.0 79.33 

Source: Estadística Chilena, Dirección General de Estadística 
several issues. 
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Government •propco,ed-?rpaynieïit' agreement whereby the whole proceeds of 
Chilean exports to France were to be retained in Paris and used to cancel 
frozen credits at the cross-rate .corresponding-to 8.25 pesos to the 
dollar. In June 1932, the French Government by unilateral actipn put 
Into effect the retention of Chilean funds with the result that trade 
between the two countries was almost paralysed; in November a compensation 
agreement was signed. For similar reasons compensation agreements of the 
same type were signed with Sweden, Belgium, Germany, the Netherlands and 
Switzerland. By the end of 1934 agreements had also been signed with 
Austria, Brazil, Denmark, Spain'and Czechoslovakia. — . ; 

The main characteristics of the compensation and payment s agreements 
were: a) a certain percentage of the purchase of nitrates by the creditor 
country was entered into a special account and earmarked for the liquidation 
of frozen credits (Sweden 15 per cent; Czechoslovakia 40 per cent; Spain 
20 per cent; France 40 per cent; Belgium 15 per cent ; Denmark 15 per cent; 
Germany 20 per cent; Austria 15 per cont; Italy 20 per cent; Switzerland 
25 per cent; and the Netherlands 15 per cent); b) a certain percentage of 
the purchases of nitrates by the creditor country was to be used for the 
payment of Chilean purchases in the creditor country (Spain 20 per cent; 
Denmark 15 per cent; Germany 20 per cent; lustria 15 per cent;- Italy 20 
per cent; Switzerland 15 oer cent; the Netherlands 25 per cent); c) 
exports of copper from Chile were exempted except in the agreement with 
Germany; d) other exports were included only in the case of Germany, France, 
Belgium, Switzerland and the Netherlands; e) private barter transactions 
were to be facilitated; and f) the rate for the settlement of. frozen 
credits was the Chilean official exchange rate, while the rate for other 
transactions was to be determined by the Chilean Government. 

The various rates and. their equivalents in terms of' pesos per 
dollar by the end.of 1934 were: 

1/ For a detailed account of compensation agreements see: Fernando Illanes 
Benitez, op. cit., Chapter V, Paragraph 2, 

/Chile: Table 
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Chile: Table 34 . Compensation and barter exchange rates, 1934 

Currency 
For settlement Official compensation 
of "frozen" rate for settlement of 
credits accounts under b) above 

(Pesos per dollar) (Pesos per dollar) 

16.55 
16.55 
16.55 
16.55 
16.55 
16.55 

23.97 
23.97 
23.97 

23.97 

Private 
barter 
rate 

(Pesos per dollar) 
23.58 a/ 
25.91 
24.80 
24.59 
24.59 
24.17 
23.97 

U.S. Dollar 
French Franc 
Lira 
Swiss Franc 
Belgian Franc 
Peseta 
Reichsmark 
a/ The 23.58 was the convertible currency rate (export draft) in December 

1934. 
Source: Banco Central, Memoria, 1934. 

The compensation rates were fixed by the Government at a certain per 
cent above parity. The barter rates were determined by supply and demand 
within the limits of import quotas set by the Import Licensing Commission. 

To summarize, by January 1935 Chile had no less than four export rates, 
some of which applied only to a portion of exchange receipts of each 
commodity. However, the two basic rates wore the official rate (19.37 per 
dollar).-i/ at which the returns from copper sales were bought and a small 
percentage of all other commodities; and the export draft rate at which 
the remainder of receipts of all other commodities were bought with minor 
variations noted above. The official 19.37 rate for copper receipts has 
been retained down to the present. During 1941-42, all exports, including 
those of the small and medium sized copper mines but excluding those of 
large copper mines and a portion of nitrates, were transferred from the 
export draft rate to the what has been called the DP rate at 31 pesos to 
the dollar. The official rate 19.37 pesos per dollar became a special 
rate and a new parity rate of 31 pesos per dollar (the old DP rate) was 
established in 1946 when Chile joined the International Monetary Fund. 
In 1948 these exports were again shifted to a higher rate — 43 pesos to 
the dollar —• called the-banking rate; the rate for proceeds of sale 
returned to the country by the large copper mines remained at 19.37 pesos 

1/ The official rate had been increased from 16.55 to 19.37 to the dollar 
by the end of 1934. 

/to the dollar. 
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to the dollar. 
The basic selling' rate for imports from 1932 to 1939 was the export 

draft rate except for the Government expenditures abroad at the official 
rate and the variations' for payments agreements, private barter, luxury 
items and certain invisibles — travel, capital inflow, etc. (free market 
rate). In. March 1939 this rate was restricted to essential imports, 
non-essentials being bought at the DP rate. In 1941 all imports were 
transferred to the 31 peso rate, except that sugar, cellulose and newsprint 
remained at the export draft rate. In 1948, imports were shifted to the 
new banking rate of 43 oesos per dollar, except that newsprint remained in 
the export draft rate; and sugar, raw cotton, cellulose, petroleum and machinery 
for government corporations were authorized, to be imported at the 31 peso 
rate. .'. further shift was made in 1949-50; the ab^ve products except 
newsprint were placed in the banking rate category and the commodities 
formerly in this category were shifted to a new rate cf 60 pesos to the 
dollar. 

Mention .should be made of the revival of the private barter deals 
which had been abolished before the war. By 1947 certain agricultural 
exports had begun to face serious difficulties because of "the increase 
in costs brought about by the inflation the country has been experiencing 
for some years" i/. To ensure the continuity of these exports barter 
operations were permitted, consisting cf allowing exporters to import 
or to sell their exchange to an importer at a "barter" rate. To make 
this rate more attractive articles included in the import prohibited list 
pere permitted when financed by barter operations. As a consequence the 
"barley dollar", the "oats dollar", the "wine dollar" and other types of 
"dollar" appeared in the market at rates as high in some cases as 90 
pesos per dollar. . .. 

In January 1948, the so-called "gold law" was enacted to stimulate 
gold production. Imocr.ts of goods included in the prohibited list were 

1/ Ministerio de Economía y Comercio, "Exposición sobre la Balanza de Pagos 
hecha por el Ministro de Economía don Alberto Baitra Cortés, ante el 
Honorable Senado del 30 de Noviembre de 1948", page 8, Talleres gráficos 
"La Nación S.4.", Santiago, 1948. 

/permitted if 
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permitted if financed with the proceeds from exports of gold. The 
corresponding selling rate has fluctuated between 109 and 140 pesos to the 
dollar and exports of gold increased much faster than gold production. 
Apparently this discrepancy was due to dishoarding. One of the difficulties 
in administering the law was' due to the fact that it stimulated the 
invoicing of merchandise at lower than market values and thus enabled 
importers to finance a larger volume of imports by making up the difference 
in value through purchases in the; free market. The free market rate of 
exchange rose from close to 52 pesos to the dollar in January 1948 to close 
to 100 pesos in Decenter 1949. Of course there were other important factors 
affecting the free rate. The gold law was modified in March 19.50 and the 
defects that were observed under the previous system will be eliminated 
without reducing the subsidy to gold miners. 

The system of exchange and import controls has created a. number of 
administrative difficulties because of its complicated nature and the 
many leaks which the multiple rates afford. Two of the most serious 
administrative problems of recent years ha.ve arisen from the gold purchase 
plan and the private barter deals described above. It has been practically 
impossible to limit imports of luxury and non-essential items under the 
gold and barter transactions to the amount of receipts actually provided 
by these two categories. 

Period of Recovery and Recession in Trade 1933-39 
The period 1933-37 was one ->f recovery for the Chilean economy. 

Industrial production in 1934 was 9 per cent above the previous year and 
19 per cert above the average 1927-29. The volume of construction, thanks 
to chean money and a law granting a ten-year tax exemption on all 
construction finished before the end of 1935 was larger t han in 1929, The 
increase in authorized capital of industrial corporations and partnerships 
amounted to 95 million pesos, which was only one million less than in 1929. 
Unemployment had almost completely disappeared and real' income had increased 
by 15 ser cent over the previous year* 

Foreign trade also improved,, Far one thing, nitrate exports were 
assisted by an international cartel agreement which was reached in late 

/1932 and remained 
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1932 and remained in effect until 1939, and which limit ed oreduction 
in accordance with quotas and established world market prices. Furthermore, 
the nitrate companies in Chile were reorganized and-sales were monopolized 
through a consolidated corporation'in which the Government participates 
on a profit share basis in lieu of taxes. An abundant crop permitted 
the country to satisfy her needs of certain goods without resorting to 
imports and made it possible to double the volume of agricultural exports. 
Although the export price index fell 8 oer cent from 1933 to 1934, the 
volume of exports rose by 59 per cent, which together with a decline 
in import prices enrbled the country to buy substantially more from 
abroad. 

The volume of exports -was about the same for the years 1935-36 but 
the terms of trade rose by 20 per cent over the two-year period. (See 
Table 35 ). 1937 was an exceptionally good year — the volume of exports 
for the first time were equal to the pre-crisis level and volume of 
imports were 55 per cent of the earlier period. Although exports declined 
only 6 per cent in 1938, the terms cf trade dropped to their 1933 level — 
53 as compared with 1928. The terms of trade have never recovered their 
1937 level and only in four years have they exceeded those of 1938. 

The year 1939 marked' a reorientation of policy in the sense that a-
more conscious and determined effort to industrialize the country waK 
initiated. The new-programme of industrialization was brought about partly 
by political and partly by natural circumstances. 

In January 1939 an earthquake caused extensile'destruction in five 
provinces of the country. In order to cope with the problem the Government 
created a corporation'for the reconstruction of the devastated area. At 
the same time it established a Development Corporation (Corporación de 
Fomento). The two Corporations were, t- be financed by foreign loans up to 
2,000 million pesos and by commercial b*nk loans UP to 500 million oésos. 
The banks were authorized to use their local reserve requirements to cover 
loans. Service and amortization were to be financed by increasing personal 
income tax rates, by a special income taxjon large copper mining companies, 
;and by higher taxes on inheritance and gift taxes, and certain other minor 
taxes. During the first year the two corporations were financed by loans 

/from commercial 
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from commercial banks, l/ 

Import and Income Trends . 
In order to evaluate the influence of trade policy on imports it is 

convenient to divide the long-term trends into three periods: 1923-30» 
1931-40 and 1941-49. There were violent fluctuations in imports within 
each of these periods but roughly they correspond, respectively, to the 
period of equilibrium when Chile's trade and capital inflow were 
relatively high; the period of world depression when Chile's trade was at 
a low level and internal economic activity was expanding more rapidly than 
trade; and the war and post-war periods when industrialization and the 
inflationary process were accelerated and the gap between the import trend 
and that of real income widened constantly. 

The yearly average volume of imports during the depression period 
was 35 per cent lower than during the earlier period; imports during the 
recent period averaged 36 oer cent more than for the 1930's but were 10 
per cent lower than for the 'twenties. If only the post-war years 
(1946-48) are considered the average goes up to 53 per cent above the 
previous period and to practically the same level of the 1920's. 

Despite the great improvement in imports, it was not enough to 
maintain the relatively low ratio of imports to income of the thirties. 
Graph I on the next page shows the extent to which the "average propensity 
to import" has been reduced. There is a marked shift of the ratio of 
imports to economic activity to a lower level from period to period. It 
is of particular interest to note the relationship of imports to income 
since 1937 — the income index shifts steadily to the right while the 
import index fluctuates slightly around a fixed point until 1946. 
Considering the current export situation and terms of trade it appears 
likely that import-income ratio has reached another level about 20 to 
25 per cent, below the previous one. 

1/ For analysis of Chile's industrial development see'Economic Survey 1949» 
Cha.pters IX, and Annex I. 

/import and Domestic 
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Import and Domestic Price Disparities 
A. second factor which has an influence on the propensity to import 

may be seen in the relationship between wholesale prices of locally 
produced goods and import prices expressed in domestic currency, which,is 
shown in Table 35. ~ The depreciation of the peso was so great in 1932 
that it was several years before the relative increase in domestic 
wholesale prices approximated that of import prices. By 1934 the increase 
of nitrate exports, from which there were no foreign exchange receipts in 
1932, was sufficient to ease the foreign exchange supply situation. This, 
together with more effective exchange control, stabilized the "export 
draft rate" and import prices. From 1935 to 1943 domestic and import 
prices were more or less in line with each other —- although the money 
supply had increased by much more than domestic prices. 

Since 1943 there has been a definite tendency for wholesale prices 
to rise more rapidly than import prices. In 1948 the index of wholesale 
prices of domestic products stoodr_at 379 (1938=100) as compared with 
316 for import prices and 629 for money Supply. The consumer has benefited 
from overvaluation of the peso1in purchases of gasoline and of certain 
food staples such as sugar, vegetable oils and coffee. For example,, the 
index (1937 * 100) of wholesale prices of sugar was 347 in 1948,'that for 
coffee 332, and gasoline 332. However, the cost of living index in 
1948 was 446 with the same base year. Since this is considerably higher 
than the index of wholesale prices of domestic products, it indicates that 
the benefits of an overvaluated peso were not passed on to the consumers 
for imports as a whole. 

The fact that wholesale prices did not increase more than those of 
imports during, the period 3.932-1939 would indicate that depreciation was 
the principal factor in reducing the propensity to import — especially 
during the first years (1932-1935) of inflation and expansion of economis 
activity. Exchange Controls were tightened somewhat in 1934 and probably 
prevented further depreciation during the second half of the decade. It 
will be recalled that the export draft' rate was allowed to fluctuate 
although demand was conditioned by knowledge of the limitation of import 

1/ Dirección General de Estadística. ' / . £ • • • er. 
/licenses which 
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Table 35 . Chile. '• Exports and Imports as Compared with National Income 
and Prices 
1938 = 100 

Quantum Terms Quantum National Whole- Import 
Year of of of Real Income Money sale Exchange Prices 

Exports Trade Imports exports at 1937 0« 
en! Prices Rate in do-

. V a/ 5/ V prices 
2/" f/ 

mestic . V V 
T 1/ 2/" f/ Currency 

1928 , 106 . • 189 117 200 94 42 47 32 36 
I929 . Ill 198 I60 220 112 42 ' 46 32 36 
1930 72 181 148 130 104 34 39 32 34 
I93I 67 128 101 .86 82 31 36 32 36 
1932 ' 32 94 36 30 67 53 49 ' 130 99 
1933 46 96 33 44 82 62 66 129 129 
1934 73 102 . 52 74 94 74 66 98 121 
1935 75 109 64 82 97 85 71 95 97 
1936 73 i 0/ nr\ m 7-J- o) 7*+ Oí <->U 01 <~>i\ -1 m XSJ X 1 nc J.WJ 

1937 106 143 83 I52 97 95 105 102 107 
1938 . 100 100 100 100 100 : 100 100 100 100 
1939 '91 119 91 108 107 123 91 102 94 
1940 •• 98 108 101 106 108 140 105 102 103 
1941 109 104 99 113 114 173 119 107 113 
1942 113 89 94 101 111 213 154 121 150 
1943 104 78 83 81 123 269 164 121 167 
1944. 108 79 89 85 114 309 182 121 164 
1945 109 ' '78 93 85 125. 35Q 204 121 • 189 
1946 98 75 98 74 132 455 240 121 226 
1947 99 . 83 123 82 137 551 319 121 244 
1948 I l l 114 116 127 147 629 379 145 316 
1949 722 438 145 

Notes: 
aT^Calculr.ted by ECLA^s Secretariat usinj 1937 prices as weights. From 1928 to 

1938 the Quantum of imports was obtained by deflatin.3 the dollar value of 
imports by an unweighted index of U.S.A. and U.K. expert prices. For the 
following'years, calculated by ECLA's Secretariat. 

b/The-terms of trade times the volume of. exports. 
c/ From 1930 on estimates by ECLA's Secretariat. For 1928' and 1929 based on an 

index of industrial activity intrapolated from T.C. Chang and J. Hartog: 
"Note on the Volume of .'Sxports and Imports of Chile in the Inter War Period", 
International Monetary Fund, Research Department, Dec. 5, 1947. The same 
data have been used to construct charts I and II., 

d/ Banco Central de Chile, Boletín Mensual # 250, January 12, 1948 and 
International Financial Statistics. 

0/ See Note d, Table 3 2 . . - ~ . • 
f/ The index refers tf the rate applicable to imports. From 1937 to 1940 is 

/a weighted average 
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Table 35 (Cont.) 

a weighted average of the Export Draft Rate (80 %) and the 
D.P. rate [2Q%). Fcr 1941 the proportion used was 50-50, 
From 1942 to 1947 includes only the D.P. rate and for 1948 and 1949, 
is an average of the Export Draft rate (12$)t the D.P. or 
official rate (31%) and the Banking rate (57%). 

?J The unit dollar'value of imports adjusted for change in exchange 
rates and tariffs. The adjustment was made by deflating an 
index of the value of imports in national currency, including 
duties by the quantum index. 



E/CN,12/165 
Page 114. 

• 

Ta ble 36.'Chile: ; Import Prices, 1928'-1949. 
'- - • • - :, f ' ; r •. 

- • • •• 

Unit Value Index of the Impèrt Prices Percentage 
of Imports Exchange Rate : in domestic ad Valorem 

Year of Imports currency • equivalent 
of import 
duties 

y y y y 1928 121 32 29 21 .05 
1929 120 32 31 22.54 
1930 112 32 29 22.41 
1931 92 >2 29 26.67 
1932 70 130 110 41.98 
1933 78 129 118 58.97 
1934 93 98 127 71.97 
1935 95 95 89 40.04 
1936 fio 70 1/M JL.WJ. ori /v 35.92 
1937 104 102 97 34.30 
1938 100 100 100 28.77 
1939 96 102 94 30.40 
1940 104 102 103 28.65 
1941 112 107 113 28.23 
1942 142 121 150 19.34 
1943 164 121 167 17.10 
1944 166 121 164 , 24.83 
1945 173 121 189 22.55 
1946 184 121 226 22.37 
1947 222 121 244 21.56 
1948 230 1^5 

- 1U 5 
316 23.43 

1949 • 237; 1 
1^5 

- 1U 5 32.30 

a/ Up to 1933 based on an unweighted average of U.S.A. and U.K. prices. 
From 1938 on unit value in.1 ex calculated by ECLA. 

b/ See Note f. Table 35. 
0/ See Note g. Table 35. 
d/ Up to 1937 from Fernando Illanes Benitez: "Economía Chilena y el 

Comercio Exterior, página 150, Imprenta Chile, Santiago, 1944» 
From 1938-1943, Contralorea General de la República, Memorias and 
Dirección General de Estadística, Anuario Comercio Exterior. 
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licenses which might be granted by the Import License Commission. A 
number of items were subject to quotas but the bulk of permits were grante 
once the necessary foreign exchange had been secured by the importer. In 
fact, the most important function of the exchange control was to 
differentiate as between exports and to prevert capital flight. 

Tariffs 
The present tariff system of Chile is regulated by Law No.. 4321 of 

27 February 1928 and its numerous modifications. The duties, as given in 
the "Arancel" constitute the minimum tariff. Higher rates are applicable 
to imports originating in countries that discriminate against Chilean 
products. Most duties are specific and expressed in gold pesos per unit 
of volume or weight. To liquidate the duties in Chilean current pesos a 
surcharge corresponding to the degree of devaluation from 1928 to date is 
used-. In 1936 an ad-valorem duty was established for all imports, with 
certain minor exceptions and with a higher rate for luxury imports. 

The tariff law when enacted was clearly protectionist but.has lost 
much of its importance because of greater reliance on quantitative 
restrictions. For instance, the prohibited list of.imports at present 
in force includes all textile manufactures, the imports of which were 
limited ;Ln earlier years by means of high duties. 

Protectionism h?s not been the only objective of the tariff schedule. 
Government revenues and "social welfare" have played an important part in 
the determination of the duties. This can be clearly seen from the 
observation of ad-valorem equivalents of different types of goods. In 
1937 the duties en raw materials and equipment were lower than the average 
for all dutiable merchandise, while consumer goods bore higher rates. 
However, certain raw materials, such as fuels, had heavy duties because 
they are good tax revenue producers. The free list was largely made up 
of raw materials such as raw cotton, oilseeds, phosphate fertilizers, and 
newsprint, but it also contains foodstuffs such as livestock and bananas. 

In the postwar years, although the same structure 'of rates has been 
maintained, the great differences among rates applicable t.o different 
merchandise has been reduced; however, it should be recalled that the 

/practice of multiple 
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Table 38. Chile: Customs duties, average''ad-valorem equivalents 
for selected goods, 1937-1945-1949, 

(par cent of c.i.f, value). 

Raw Materials i?37 H M 1949 Foodstuffs 1937 1945 12k1 

Crude petroleum .51,8 23.8 29.7 Coffee 25.4 38.2 36.4 
Gasoline 285.2 200.6 158.4 Tea 77.0 53.4 34.1 
Steel bars 33.9 35.5 37.0 Sugar 115.4 25.8 38.8 
Tin-plate 24.0 26.6; 29.1 Oilseeds — 3.7 2.8 
Sodium carbonate 60.7 52.2 50.0 Edible oil 120.8 83.5 62.6 
Caustic soda 4 0.3 36.8 37.0 Cattle 76.1 32.6 11.3 
Woodpulp 25.6 17.8 24.5 
Rayon pulp - 16.O 22.3 Textiles 

10.6 Rubber / 14.6 16.5 27.1 Cotton Osnaburg 35.8 14.9 10.6 
Raw cotton 9.7 4.2 3.4 Coarse shirting 

16.1 Wool unwashed 26.8 51.0 37.8 and sheeting 77.5 20.8 16.1 
Wool - washed 51.8 53.5 30.7 Dyed cotton 

poplin. 101.4 39,9 34.2 Machinery 
Drills for mines 
Steam and gasoline 
shovels for mines 

Threshing machines 
Textile machinery 
Internal 
combustion motors 

Electric motors 
Generators 
Tractors -
Caterpillar 

Tractors -
John Deere 

a/ Although raw cotton and other raw materials are included in the free 
list, they are subject to certain minor taxes. 

b/ The ad-valorem equivalents for this group in 1949 arc considerably 
overestimated because these goods were imported at the "gold rate" of 
about 120 pesos to the.dollar and the duties were not corrected in 
national currency in the same proportion. For instance, the duty 
actually paid on an automobile - I.JS$ 2000 c.i.f. is less than 50 
per cent of the c.i.f. value. 

Source? Prepared by the Superintendencia de Aduanas, Departamento de 
Estadística, at the request of the United Nations Economic Commission 
for Latin America. 

14.9 15.2 23.9 Woollen fabrics 60.7 41.9 36.7 

14.9 17.2 23.5 Durable Consumer Goods y 
23.4 21,8 23.4 Chevrolet 
18.7 20.3 22.4 automobile n.a. n.a. 71.6 

Cadillac " n.a. n.a. 74.7 
14.8 15.6 23.O Hillm^n " n.a. n.a. 57,8 
14.6 17,0 23.O Radio receiving 
13.8 17.1 23.4 sets 51.7 51.4 68 .5 

Cutlery 49.6 31.6 61,3 
n.a. n.a. 20.4 Bicycles 58.8 33.2 58,3 

Refrigerators' 35.9 50.6 67,2 
n.a. n.a. 21.4 



E/CN.12/165 
Page IX?. 

practice of multiple exchange rates is much more significant now than in 
the 'thirties. ' 

The tariff hrs also been used as a balance of payments device. From 
1928, when the average ad-valorem equivalent on all imports was around 
21 per cent, it increased to over 70 per cent in 1934, both because of 
higher specific duties and because of the reduction in world prices. 
Later on the average ad-valorem equivalent fell off and by the end of the 
'thirties settled somewhat about 30 per cent. (See Table 36, pageU4). 
Recently, however, the surcharge, which according to the rate of exchange 
of 60 pesos to the dollar should be 1140 per cent, has been reduced t'o 
440 per cent as a means to compensate the effect of currency devaluation 
on the cost of living. 

There is no information available with respect t'6 t he-'a,d-valo rem 
equivalent on dutiable merchandise for the whole period. Data for the 
years 1937, 1945 and 1949 are presented in the following table. 

Table 37 . Chile: Customs revenues and average ad-valorem equivalents 
for snlected years 

(Thousands of current pesos) 
Total Value Value of Non-dutiable Total Revenue Ad-valorem 

Year of Imports Non-dutiable Imports as Collected equivalent 
a/- Imports Per cent of on on 

Total Imports Total Dutiable 
. __ ' Imports Imports 

1937 2,188,932 176,154 * 8.0 751,015 34.3 37.3 
1945 4,612,188 907,337 19.7 1,144,980 24.8 30.9 
1949 10,929,505 699,191 6.4 3,419,072 32.3 33.4 
Source: Prepared by the Superintendencia de Muanas, Departamento de 

' Estadística, at the request of the' United Nations Economic Commission 
for Latin America. 

Influence of Quantitative Controls on Imports 1946-49 
When the Development Corporation, which had been established in'1939, 

began to put its industrialization programme into effect,it declared that 
in order to carry out "the development plan it" was indispensable to have 
fóreign exchange" and that "the analysis of the figures of the balance of 
payments of the oountry made it illusory to expect that the plan 

/could be financed 
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Could bé financed with the normal supply of foreign exchange of the 
country". As matters turned out, it was not possible to finance 
development of industries producing for the domestic market with foreign 
capital» In fact there was a substantial net outflow of capital. From 
1939 to 1948, Chile received credits totalling 98 million dollars from 
the United States Government, Export-Import Bank. A total of 51.3 million 
dollars of these credits had been disbursed by the end of 1948, of which 
18,8 million had been repaid, leaving 32.5 million dollars which represented 
the net balance of capital movement from this source. This net inflow of capital 
was more than offset by payments on the-public debt contracted prior tc the 
world economic crisis. During this same period 1939-48 there was a 
reduction in private foreign investments of approximately 130 million dollars 
of British investments and over 80 million dollars of United States 
investments, 2/ 

Nevertheless the industrialization programme went forward with the 
result that industrial production was about 40 per cent higher in 1948 thán 
in 1939. The inflationary process was also greatly accelerated, as may be 
seen from Table 35. The currency was devaluated in 1941-42 by a little 
less than 20 per cent and again in 1948 by another 20 per cent, but net by 
nearly as much as internal prices. The inflation had also largely 
neutralized any limiting effect which tariffs might have had on imports. 

Since neither custom duties nor the exchange rate could act as a 
deterrent, the full burden of restricting imports fell upon quantitative 
controls after the war. In view of the greatly increased demands of 
industry for raw materials and capital goods, it also became necessary to 
apply the principle of selectivity much more strictly than had been done 
before. 

An important change in the licensing' system had been initiated in 
1939 due to the fact that large quantities of merchandise were accumulating 

1/ Corporación de Fomento de la Producción, "Cinco Años de Labor, 1939-1943". 
2/ United Nations Economic Commission for Latin America, Economic and Legal 

Status of Foreign Investments in Latin America, Document E/CN.12/166/Add l). 

/in the customs, 
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in the customs,, for which no foreign exchange was available. In March 
of that yeer s prior import permit system was established. The successful 
operation of the new procedure was dependent upon granting import permits 
up to a sum which would not exeeed the available exchange and which would 
prevent the shipment of merchandise prior to the granting of an exchange 
permit» The outbreak of the war obviated any difficulty along this line 
but in 1946, with the reopening of trade channels, the prior permit license 
system was put to a severe test, resulting in imports of 80 million dollars 
worth of goods in excess of available exchange. The following year an 
attempt was made to correct this situation by putting into effect a foreign 
exchange budget by which import permits were to be made against allocations 
by categories earmarked from anticipated foreign exchange receipts. The 
National Foreign Trade Council, which had replaced the Exchange Control 
Commission and the Import License Commission, was directed under law to 
authorise exchange transactions in accordance with the "annual foreign 
exchange budget" which was to be propro-ed by the Central Bank and the Trade 
Council and approved by the President of the Rqxlblic.' Service .charges and net capital 
movements had of course to be taken into account in preparing the budget. 

The 1947 exchange budget contemplated a deficit of 14.5 million 
dollars, in the current account to be financed by a net inflow of capital. 
By ,-ugust 1947 import permits already exceeded by over 5 million dollars 
the budgeted appropriations for the entire year* -The situation was made 
all the more serious by the failure to provide for certain essential 
imports. This led the Government to augment the budget by 35 million 
dollars rnd to establish a prohibited list of imports made up principally 
of luxury items rnd products which could be locally manufactured. The 
actual imports of the year were 17 per cor,t higher than budgeted and the 
balance of payments.in the current account closed with a deficit of more 
than 50 million dollars, which was over three times that contemplated in 
the budget. The country was therefore compelled to utilize 33.6 million 
dollars of its relatively small gold and foreign exchange reserves to 
cover the deficit. Nevertheless by the end of 1947 there were 28 million 
dollars worth of merchandise at the customs, for which payment was pending. 

/More stringent controls 
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More stringent controls were applied in 1948 with the result that 
the exchange budget was exceeded by less than 14 million dollars, which was 
offset by an increase of exports over those anticipated in preparing the 
budget. The exchange.budget does not include imports of luxuries and 
eertain non-essentials financed by the sale of gold under the "gold law", 
which amounted to an estimated 10 million dollars in e&ch year, 

The decline of copper prices from 23.5 to 16.-5 per pound during the 
first half of 1949 created, a serious problem for the country. The budgeted 
imports were already considered as a minimum to maintain industrial producti 
to continue development projects under way and to meet consumer needs for 
essential foodstuffs and fuel. By July it was evident that receipts from 
sale of exports would be from 45 to 50 million dollars below what had been 
anticipated. Therefore import permits for the dollar area were drastically 
reduced during the second h£If of the year permits from the dollar area 
amounted to only 31 per cent of the total granted as against 68 per cent 
during the first six months. Furthermore, the list of items prohibited to 
be imported was greatly expanded. In October 1949 the Government received 
a loan of 25 million dollars from the Export-Import Bank, of which 15 
million was to, be available during the remainder of the year, to finance 
imports of equipment indispensable for the maintenance of the economic 
activity of the country* 

During the period 1928-39 there was a significant change in the 
composition of imported goods consumption goods which made up 52 per 
eent of tha total in 1928 was reduced to 38 per cent in 1939, while raw 
materials increased from 26 to 36 per cent of the total. The percentage 
share of capital goods increased during the early depression but this was 
probably due to higher prices in relation to foodstuffs and raw materials. 

1/ See Table L&, page 131,, on Chile for balance of payments and Table 45 
page 133, for the exchange budgets of 1947 to 1950. 

/The principal effeet 
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Table 39 . Chile: Percentage Composition of Imports by Value 
Selected Years 

1928 1931 1936 1939 1940 1944 1947 194i 

I. Raw Materials 
and Fuels ¿2 34 42 

M A M 49 51 ML 2k 
A. Raw Materials 26 26 35 36 38 41 36 37 
B. Fuels 6 8 7; 8 11 10 8 14 

II. Consumption Goods 52 38 M 33 31 2L 2Z 
A. Necessities 39 28 25 22 20 27 24 19 
B. Durable 10 11 10 l i 110 5 11 7 
C. Luxuries 3 3 3 4 3 3 2 2 

III. ' Capital Goods 16 24 20 18 18 Ht 19 22 
A. Machinery and 

Tools 10- 17 15 ' 14 11. ,io 14 17 
B. Transportation 

equipment 6 7 5 4 7. 4 5 5 

Total 100 1.00 100 100 100 100 100 100 

Source : Banco Central de Chile: Estudio sobre los terminos de Comercio 
Exterior de Chile, pages 21 and 22. Mimeographed, September 1948. 
For 1928 and 1931 see Banco Central: Balanza de Pagos, 1946, 
page 64. 
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The principal effect of thfe import quotas since: the'..war has been to maintain 
the composition with, however, some- shifting from consumption goods to 
raw materials and capital goods. 1/ 

The possibilities.;of effecting further , changes in the composition of 
Chile's imports in favour of capital goods and raw materials for economic 
development are rather narrowly limited. When this ""limit is definitely 
reached, restriction of imports must directly affect capita,! accumulation. 
This was clearly recognized by the Minister of Economy in a report to the 
National Congress in November 1948, in which ho stated that "the selective 
limitation of imports has 

a floor beyond which it is not possible to go 
without threatening the normal development of the economy". 

The production of the new steel mill and its related industries will 
no doubt be an important factor in increasing the availability of locally 
produced goods in replacement of imports, but requirements for heavy 
machines and equipment ., as well as transport and communications and raw 
materials, will surely increase as development' goes forward. Chile, like 
the other Latin American countries, obviously cannot become self-sufficient 
within the limits of its present export capacity. In the long run it must 
in one way or another expand its exports if it- is to meet the needs of an 
expanding economy and its obligations abroad. 
Exports and Exchange Policy 

We have seen j.n the previous section that the burden of equilibrating 
Chile's international accounts has been placed on quantitative import controls 
since 1939 and that the burden has become progressively greater and more 
difficult since the war, The chief role of exchange rates, on the import 
1/ See appendix A of this section for an analysis of import permits requested 

and granted, by categories of goods and by currencies. 
2/ Ministerio de Economía y Comercio, "Exposición sobre la Balanza de 

Pagos hecha por el Ministro de Economía., Don Alberto Baltra Cortes, 
ante el Honorable Sonado del 30 de Noviembre de"1948", pago 8. 
Talleres gráficos "La Nación S.*..", Scantiago, 1948. 

/side , ha s been 
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side, has been to give domestic investment capital and certain essential 
consumer goods the benefits of an overvaluated currency. Regardless of 
whether 'an exchange rate plays a direct role in achieving equilibrium in 
the balance of payments by restricting imports, it should not be a 
deterrent to exports. If exports are restricted or are not expanded to 
their full potentialities the country, is losing to "that extent the means 
of payment for much-needed imports of raw materials end capital goods, as 
well as desired consumer goods. Has the decline in Chile's real exports 
been in any way attributable to the exohange rate policy? One of the 
•purposes of multiple exchange rates for exports has been to adjust rates to 
differential costs of production of export commodities in relation to world 
market prices. In this way, the country retains a larger share of the 
benefits of increased productivity of foreign-owned industries provided 
of course the rates do in fact reflect changes In cost of production. This 
objective could also be accomplished by direct taxes on income or production 
or by profit-sharing by the Government. The copper and nitrate industries 
in Chile are Subject to all three of these methods of "taxation". The tax 
on copper implicit in the exchange rate represents, to the extent of peso 
overvaluation, a tax on cost of production and guarantees a steady source 
of revenue for the government regardless of profitability so long as 
exports are not curtailed, whereas the receipts of a direct tax on income 
will fluctuate according to profits earned. Inasmuch as the overvaluation 
of the peso has risen constantly, although at an uneven rate, since 1932 
and has therefore exerted a constantly greater pressure on cost of production, 
it is probable that the exchange rate has been partly responsible for the 
marked increase in productivity of the large copper mines. 

The low rate applicable to imports of machinery, materials .and 
supplies used in production has encouraged capital investment of the large 
mines in order to offset the increased costs (in national currency) of 
labour. As wages rise in response to the inflationary process, dollar 
costs of the large mines go up proportionately since the conversion rate 
stays the same. The investment cf the industry represents imports 

/of capital goods 
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of capital goods into the country and to that extent reduces imports 
for other purposes. On the other hand, the country retains the benefits 
of increased productivity through a low exchange rate and taxes, and 
thus the general level of productivity is raised. Whether a lower level 
of capitalization in mining would have resulted in a transfer of 
capitalization, equivalent to the amount not utilized in mining, to 
domestic industries and whether this would have brought about equal savings 
from increased productivity is debatable. The important fact is that 
there has been a net increase of the general level of productivity in the 

—country. 
Because of its weaker competitive position in world markets and . 

because of its apparent inability to increase productivity as much as the 
large copper mines, the nitrate industry has had to receive more favourable 
treatment. The small copper producers and agricultural producers for 
export have been in a similar position due to low productivity and to the 
fact that their cost of production are paid entirely in national currency 
and are closely linked to the internal price structure. 

Table '40 shows the changes in the volume and composition of Chile's 
exports since 1930-49 'The most important point to be noted is the 
increase in volume of exports of copper and the increasing percentage which 
copper is of total exports. ' The position of nitrates has been determined 
almost complet'ely by the market situation in which synthetic nitrates 
have played an increasingly important rolel However, the prospects for 
the nitrate industry are favourable. Production efficiency has been 
greatly improved in recent years; cost of production has been reduced to 
a level where nitrate prices can compete with the synthetic product; 
demand is increasing and Chilean nitrates are obtaining a larger share, 
especially in the non-dollar area. Exports of the small copper mines 
and agricultural products have experienced losses since the beginning of 
the war both in volume and percentage of values of total exports. 

1/ See Graph II for changing relationship between real exports and 
internal economic activity. 

/Copper Exports 
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Table 4O . Chile_: Changes in Volume and Composition of Experts 
. . 1928 -1948 

Percent af Total value of Exports Changes in Value at 1938 prices 
at Current Prices 

Year Nitrate Copper Other Nitrate Copper Other 
and Standard Experts and Standard experts 
indine and iodine and 

Electrolitic Electrolitic 

1928 51 31 18 180 82 92 
1929 46 40 . 14 184 90 73 
1930 46 34 . 20 113 61 84 
1931 45 37 18 93 65 58 
1932 20 41 • 39 15 29 52 
1933 25 37 38 43 47 59 
1934 32 33 35 82 72 96 
1935 31 38 •31 82 77. 81 
1936 28 38 34 89 • 72 90 
1937 21 53 26 102 118 99 
1938 22 48 ."30 100 10Ó 100 
1939 22 49 29 101 97 78 
1940 20 55 25 91 103 78 
1941 16 54 30 81 137 f6 

63 1942 14 66 20 77 144 
f6 
63 

1943 15 61 24 67 147 63 
1944 14 60 26 69 14? 66 
1945 19 51 30 103 134 87 
1946 18 51 31 90 U 1 82 
1947 14 62 24 106, 126, 56 
1948 17 60 23 108 131 72 
1949 

Sources: Calculated by the Economic Commission for Latin America with 
data from the Dirección General de Estadística; Anuario de 
Comercio Exterior. 
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Copper Exports — 
Copper prices rose gradually during 1939-45; then from 1945 to 

January 1949 price's, doubled, freto, 11.7 to 23.5 cents per pound. Costs 
(see Table 41) rose more rapidly than prices after 1941» having reached 
an index of 242 (193b =100) in 1948 as compared with 227 for prices. 
But the level of costs did not increase nearly as much as the general 
level of domestic costs — wholesale prices, for'example, rose to 366 and 
cost of living to 430 from 100 for 1938. This is explained by increased 
productivity and by the circunstchce that the large copper companies are 
permitted to import freely with t^uir own exchange receipts; therefore wages, 
which make up approximately 30 per cent t»f total costs, account for 
practically th~- entire amount that must be paid locally in national currency. 
In 1948 the total cost of production was 16,885 U.S. cents per pound; of 
this amount 12.327 U.S. cents (including taxes) wore returned to the country 
at the 19.37 exchange rate. It is estimated that the costs would have been 
1.63 U.S. cents p^r pound less if the rate of' exchange had boon 43 pesos 

, .-.u 4.U.. . K^» , i,.̂  j> , „«„j. — a-i ^ — 1 ) p^x uuxxcix , wiixuu mas out; jjxvcuung x a.o<r ¿tjx' ¿iiusu uoucu OAjJUi to xu X7<+o. 
Although costs have increased more than prices, the industry has been 

profitable and has apparently oxpuaded as rapidly as market conditions 
would permit. The average annual net profits after taxes was 2.97 U.S. 
cents per pound from 1939 to 1948. The sharp decline of prices in 1949 
not only worsens the terms of trade for the country but may forcc 
readjustments in the- ate and tax structure for the large mining industry 
in order t» prevent the closing down of "marginal" mines and a consequent 
drop in production and exports. 

The cost of production of small and medium copper mines reflect the 
full force of the inflationary process. These mines are also at a 
disadvantage in that th^ir output must be refined in the United States, 
and since the refining costs are more rigid they influence total costs 

l/ See Annex F of the Economic Survey of Latin America 1949 for a complete 
~ discussion of this problem and an analysis of the long-term trends of 

copper production, costs and prices. 

/inversely when 
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Table 41 . Chile; Copper Prises and 

1938 « 100 
Large Copper Mines Small and Medium mines 

Prices a/ Cost b/ Prices Exchange Export Price 
Domestic VJholeeale j / rate currency c/ - prices d/ 

1938 100 100 100 100 100 - 100 
1939 111 99 ' 126 100 . 126 98 
1940 111 110 114 123 140 107 
1941 112 105 119 124 148 . 125 
1942 120 135 157. 124 19$ 171 
1943 121 135 158 124 196 188 
1944 121 149 145 124 180 Ï94 
1945 121 151 145 124 la® 206 
1946 142 159 178 .124 221 239 
1947 208 243 251 156 392 307 
1948 227 242 268 172 - 462 366 
1949 223 172 384 

Source: Economic Survey of Latin America, "1949, Chapter XIX 

. a/ Since the 'exchan, rate ; applicable to this \ product has not changed 
the index represents the export price in donesti® currency, 

b/ Including taxes paid in Chile, 
c/ Prices in U.3. cents times the exchange rate. 
5/ Costs are not available, but probably have risen faster than 

•wholesale prices. 
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inversely when copper prices decline. The exchange rate has been used to 
adjust changes in costs to market prices. Despite such favourable 
treatment exports of the small and medium mines have fallen off during 
tele past ten years*. Apparently the pressure of higher costs has had no 
influence on their efficiency, which is very low, and makes it increasingly 
more difficult to compete in the market. 

Agricultural Exports 

It has be<en estimated that from 1937 to 1949, agricultural production 
costs went up by 311 per cent. During the same.- period the export price 
Index in domestic currency rose 447 per cent. However, export prices in 
domestic currencies are net the prices paid to the farmer. Expert opinion 
agrees that in general a considerable proportion of the benefits of higher 
exchange rates has not been passed on to the fanner. This is indicated 
by the fact that the wholesale price index for certain agricultural 
exportable products has not increased as much as the index of export prices 
in domestic currency > or • a.s much as the general level of agricultural costs. 
(See Table 42). In the second place, most exchaige rate concessions have 
been granted after crops had already be-on marketed by the farmer. It may 
be that in general farmers have been informed too late of the changes in 
the exchange rates to take them into account in their production plans; 
furthermore, thv= uncertainty of future rates in the face of the rate of 
increase of internal prices and costs may have offset whatever influence 
an adjustment in the exchange could have had on agricultural production. 

The disparity between export prices in domestic currency, wholesale 
prices and costs, and poor timing and implementation of the exchange rate 
policy has given this type of. export the character of c speculative 
business and may explain in part the reduction in production and exports 
of these commodities. In many cases production has fallen off substantially 
as compared with that before the srar. 

Another factor which may explain the decrease of these exports is 
that before the war Germany was Chile's best customer for these products. 
Th- system of cuotas has also had deterrent effects because exportable 
quotas are frecuently fixed too late to permit timely marketing operations. 

/Livestock products 
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Table 42. Chile: Changes in A^ricultarai Production Costs, Export 
Prices and Exchange Rates. 1938-1949 

1938 = .100 

Wholesale Agricultural Unit Value Exchange Unit Value 
Price of Production of Rates of 

Agricultural Costs b/ Agricultural Agricultural 
Exportable Exports Exports in 
Products a/ Domestic Products a/ 

Currency 

1938 100 100 100 100 . 100 
1939 108 104 124 100 124 
1940 144 108 111 100 111 
1941 142 125 122 124 151 
1942 179 138 154 124 191 
1943 247 1?0 201 124 250 
1944 248 184 210 124 261 
1945 271 206 224 124 278 
1946 417 210 296 124 367 ' 
1-947 493 268 336 124 416 
1948 579 336 317 169 536 
1949 539 391 270 233 629 

a/ Unweighted average of April 30 quotations of the Central Bank, includes 
barley, oats, beans, chick-peas, lentils and peas. 

b/ Economic Survey of Latin America 1949. 
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Livestock.products are an Important item in .Chile's exports and have 
received the benefit of a • favourable rate of exchange. Sheep raising is 
concentrated in the extreme southern part of the country and it is 
interesting to note that its production costs have net been seriously 
affected by domestic inflation. Thé reduction in the volume of exports 
of this group can be explained largely by a diversion towards the 
domestic market. The consumption of wool, in the country went up by 80 
per cent and of hides by 14 per cent from 1938 to 1949. — 

In summing up, it would seem that the exchange rate policy lias not 
affected the flow of exports of the large mining companies but perhaps has 
hampered exports of the small and medium mines and has not stimulated the 
expansion of exports of agricultural products. Undoubtedly.the large 
mining companies have counter-balanced the effect of overvaluation of the 
currency by increasing efficiency. On the other hand, the exceedingly 
lew productivity of snail mines and ox agricultural producers na.s not 
been improved. In the case of agricultural exports, at least, it would 
seem that the amount' available for expert is governed almost entirely by 
internal production and nnrket conditions. Certainly a favourable rate 
has not stimulated higher productivity t production for export — nor is 
there any evidence that a lower rate would have induced higher efficiency. 
Chile's experience would seem to suggest that internal policies directed 
toward improving agricultural production would hr.ve a greater influence 
on exports then does manipulation of t.he exchange rate, , 

Insofar as the exchange-rate has any influence, it is probably in 
the certainty that the rate can be managed to make it suitable to the 
marainai cost producer. This creates the psychology of solving the problems 
of producers by continued devaluation and creates a shelter for inefficiency. 
With current production methods most of the Chilean exports other than 
those of the large copper, nitrate and iron mines require a low standard 
of real waaes, and whenever this standard is raised the burden is passed 
•along to ether groups within the economy through depreciation. 

l/ Estimates based on production of woollon cloth and shoes. 
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Table 43. Chile. Balance cf Payments, selected years 

(Millions of U.S. dollars) 

1938 1947 . ; 1948 

Large Mining Companies 

Sales abroad 99.8 227.3 284.6 
Disburstoent abroad 
Imports vdth own exchange ) - 32.2 - 40.4 

Profits retainer abroad • ) -45,2 • - 44.5 - 56.3 
Administration, freights and ) 
ether expenses ) - 11.3 - 10.9 
Capital Movements __ 1.9 -27.5 

Total 54,6 341.2 349,5 

Other Goods and Services' 
Exports 40.9 . 70.5 . • 6t| b 
Imports ( C.i.f.) - 102.8 -251.1 -235.2 
Investment income ~ 14.1 - 13.0 - 7.2 
Other . f 7.5 6.0 9.0 

Total - 68,5 -187.6 -16^,8 

Other Non-compensatery Transactions 

Donations ... .6 .3 
Private Capital Movements 1.5 1.4 13,5 
Government Amortization and other 
repayments - ... - 9.S - 12.4 
I.M.F. and I.B.E.D.,subscriptions 
in gold ... - G.9 .1 
Export-Import Bank. L.ans (Fomento)- ... 11.0 17.2 

Total 1.5 - 5.7 18,7 
Errors and Onissi.ns 17.6 - 3.3 3.1 

Surplus or Deficit (-) 5.2 -55.4 6,5 

Compensatory Official Financing 
Argentina Loan - 17.2 4.8 
Compensati.¡n Account with Brazil - 4.6 - 1.3 
I.X-J.F, res-.-urces used - 8,8 
Foreign Exchange - 5.2 5.3 -10.9 
Gold - • 19.5 j9 

Total 5.2 55.4 - 6.5 

Source: International M netary FUncI, International Financial Statistics, 
November 1949,page 141. 
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Table l^, Chile: Actual and Budgeted Imports 1947-1948. 

Million U.S. dollar's 

1947 1948 Imports,' 
Budgeted ¿ e t u a l ;

E ^ s Budgeted Actual 
Budgeta 1 Budgeted 

Mining 12.3 "18.4 6.1 7.1 29.3 22.2 
Fish &' Fores-
try 1.1 1.9 n 1.9 1.7 - .2 
Livestock 13.8 18.3 4.5 13.4 18.0 4.6 
Agriculture 23.1 20.5 -2.6 27.1 21.3 - 5.8 
Raw cotton n.a.s 6.6 - - 11.2 11.4 + .2 
Others n.a.s 13.9 - - 15.9 9.9 - 6.0 

Foods 25.4 34.6 9.2 19.1 25.7 6.6 
Suaar n.a.s 29.£ 18.6 20.7 2.1 
Others n.a.s 5.1 .5 5.0 t 4.5 
Bevera-ges .4 .5 .1 - .2 .3 .1 
Tobacco .2 .1 - .1 .1 .1. — — 

Textiles 34.8 • 3H5 '3.1. . 1Î. 5 26.6 7.1 
Chemicals 22.6 29.5 6.9 35.6 37.4 1.8 
Metals 18.4 23.8 5.4 19.9 26.2 6.3 
Machinery 24.-5 36.9 22.4 30.9 45.6 I4.7 
Transporta-
tion 18.8 29.6 10.8 .16.0 19.7 3.7 

Misc. Manufac 
tures 15.2 19.6 4.4 14.0 16.1 2.1 
Precious 
Metals .1 4.0 3.9 .1 .6 .5 
Sub total 210.7 . - - . '204.4 - -

Purchases fi-
nanced by 
borrowing 20.1 1 1 . 0 9.1 20.0 17.2 -2.8 

Purchases of 
large' "mining 
enterprises - 25.5 40.4 14.9 

Defense Pur-
chases - 5.0 - - - -

Grand Total 23O .8 269.2 t-38.4 254.9 268.6 I-I3.7 

Source: Budgeted imports from Diraio Oficial, January 28., 1947 and February 20, 
1948. Actual imports from Dirección General do.-Estadística, anuario de 
Comercio Exterior. • 

Note: n.a.s.- non available separately. 
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a/ Table 45. Chile: Foreign Exchange Budget — 
(millions US,dollars) 

1?47 1948 1949 1950 

Total Receipts 238,0 257,7 284.5 227,4 
Merchandise 221.7 243.0 271.7 220.4 
Services 16.3 14.7 12.7 6.9 

Total Payments 252.5 276.3 244.6 
Merchandise 232.8 255.2 279.3 220.5 
Services 19.7 21.1 22.3 24.0 

Surplus or Deficit - 14.5 - 18.6 - 17.0 - 17.2 
Inflow of Capital (net) 12.1 18,1 17.0 17.2 
Donations 2.4 ,6 - -

a/ Totals do not add up because of rounding. 

Source: See Table 44. 
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CHILE. APPENDIX A 

The Effects of Quantitative.Controls on the Demand for 
and the Composition of Imports and on the Demand for 

Individual Currencies. 1944 to 1949 

Until recently Chile lacked statistics showing the total value of 
requests for foreign exchange presented to the Foreign Trade Council, 
the value of those granted and those which were rejected. Information 
on these matters is valuable in order to know the extent to which the 
demand for foreign exchange fluctuates, the extent to which quantitative 
controls limit demand and the effects of those limitations on the 
commodity and currency composition of imports. 

As a complete study including all individual requests would have 
been materially impossible approximately 65,000 requests for foreign 
exchange for all purposes are presented every year — it has been necessary 
to use a sampling procedure. The sample was made by selecting every tenth 
individual request arranged in order of precedence. The results 
necessarily reflect the short-comings of the sampling procedure, but it 
is believed that it represents the facts fairly well. The tables 
accompanying this Appendix refer to the data in the sample. Data for 
the universe would be roughly ten times as large as the sample. 

On the basis of the information obtained by sampling the following 
conclusions can be drawn: 
a) Quantitative controls have played a very powerful role in checking the 

total value of imports. The dollar value of requests rose continuously 
from 1944 until 1948 and declined by about 3.5 per cent in 1949. In 
the latter year an administrative practice was iniciated whereby all 
requests for exchange were subject to a preliminary examination and 
those which could not be considered for approval were immediately 
rejected without registration. Requests thus rejected do not appear 
in our calculations. It is highly probable that the decrease in the 
value of registered requests has been due to this practice. Imports 

/of large 
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of large mining enterprises are not subject to permits, except when goods 
are on the prohibited list. Consequently they do not appear in these 
calculations. 

During the first two years of the period under consideration 
approximately 13 per cent of import permits requested were rejected, but 
in latter years the proportion rejected rose and reached a maximum of 

. 6l per cent in 1947. It is estimated that 20 per cent of permits granted 
are not utilized and that there is a lag of about three months between 
the concession of the permit and the arrival of the merchandise in the 
country. These facts, together with an overstatement of demand for imports 
on the part of importers for bargaining purposes, explain the differences 
between import permits granted and actual imports. The latter factor 
does not seem, however, to be a very important element. In fact, an 
examination of the treatment given to requests shows that in the majority 
of cases they are granted or rejected in toto, which must be known to 
importers. 

b) Quantitative controls, as they have been used in Chile, have not substantially 
modified the commodity composition of the value of requests for imports. 

The value of import permits granted for capital goods, raw materials 
and fuels rose faster than the value of import permits granted for other 
types of goods, but this did not result as a consequence of discrimination 
against other types of goods. In fact, the commodity composition of the. 
value of permits granted was practically equal to that of permits 
requested, except for a slight discrimination in favour of capital goods, 
raw materials and fuels. In this connection, however, the effect of 
prohibition of certain import items must be kept in mind. 

The figures in Table A-2 and A-3 bear out the statement that 
"overvaluation of the currency has played an important role in that it 
has stimulated investment producing for the domestic market". 1/ 
Overvaluation,.together with other factors, has modified the structure 
of demand for imported goods. Quantitative controls have been the most 

1/ See Part II, page 35. 

/important tool 
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important tool for maintaining overvaluation, but they have not tended 
directly to further accentuate the distortion in the structure of demand 
Quantitative controls have reduced dollar imports proportionately less 
than imports from other currency areas. The value of requests for 
dollar imports rose faster than the total value of requests and the 
proportion of permits granted for imports from the dollar area was 
higher than the proportion of pe¿raits granted for imports from other 
currency areas. 
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Table A-l Chile: Va3.ue of import permits requested, 
granted and rejected, 1944 - 1949 

Years 
Value of import 
permits requested 

Value of Import permits Value of import permits 
granted rejected Years 

1000 dollars 
1000 
dollars 

Per cent of 
requested 

1000 ' 
dollars 

Per cent of 
requested 

1944 17,696 15,313 86.53 2,383 13.47 
1945 22,385 19,550 87.34 2,835 12,66 
1946 37,278 26,054 69.89 11,224 30.11 
1947 61,655 23,803 38.61 37,852 61.39 
1948 66,216 38,772 58.55 27,444 41.45 
1949 56,930 40,213 70.64 16,717 29.36 

SOURCE: United Nations Economic Commission for Latin America. 



Table A-2.» Chile: Value of import permits requested and granted by commodity groups 
1944 to 1949 

Capital^gocdfe Raw materials Fuels 
Requested Approved Percent Requested Approved Percent Requested Approved Percent 

1000 dollars Approved 1000 dollars approved . 1000 dollars Approved 

1944 4? OLI 3,658 91,2 3 c 401 3.U3 91,5 372 372 100. Ô 
6,575 6,071 92,3 4,225 4,059 96.1 328 328 100,0 

194$ 13,007 9,456 72,7 4,848 4,296 88 6 6?0 51.3 76,5 
1947 21.795 9.101 41,8 11,977 4,554 3o\0 0 '< 7<J. 798 • 86,7 
1948 21,007 12,316 58,6 21,987 12,522 57,0 3,666 3,492 95.3 
1949 21,6;;/ 14,739 . 68,0 15,993 12,295 7oc9 1,588 100,0 

• Consumption goods Textiles Luxury goods 
Requested Approved Pei-cent Requected Approved Bequeathe i Approved' Percent 

1000 dollars Approved 1000 dollars Approved 1000 dollars Approved 

1944 5,698 4,572 80o2 1,922 1,784 92,8 2,291 1; 0.I4 
1945 5,857 5,082 86,8 2,470 2,199- •89,0 2,930 1,811 61.8 
1946 7,509 5,358 71,9 4,900 3,673 75 5 0 6,3^3 2,706 42,7 
1947 8,840 4,589 51,9 11,926 3,190 26,7 6,195 1,572 25,4 
1948 10,283 5,865 57.0 6,758 2,710 40,1 2,515 1,399 55.6 
1949 9.597 6.172 64,3 4,857 3,145 64.8 3,229 2,274 70.4 

Source: United Nations Economic Commission for Latin America. 

a (_> |~j 
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Table A- 3 » Chile: • Value of import permits requested and granted by commodity groups oq 

1944 to 1949 " f 
Percent:; of totals H 

. vn 

Capitai Goods Raw Materials 

. ;Percent of Percent of Percent of Peroou". of FeroorJ-- of percent of 
value of value of value of value or.' value of value of 

oemits jrecjupstad .peraits granted permits requested permits grafted permits requested permits granted 

Iv44 • 22,6? 23,89 19,22 20,33 2,:o 2,43 
1945 29,37 31*05 -38,87 20,76 1 « 46 1,68 
1946 34,89 36.2; 16 . ' .' 1.97 
1947. 35,35 38.23 . 19,43 19,13 1,49 3,35 
1948 3?, /2 32; 97 33.,20 •32 v.50 5 = 54 9.00 
1949 Jo.,i. "> 20. ,v 30,57 '? - 7'j •3.95 

Consumptios Goods Textiles Luxury Goods 

Percent of Percent of Percent of Percent of Percent of Percent of 
value of value of value of value of value of value of 

permits requested pemits granted permits requested permits granted permits reouested permits granted 

1944 32,20 29-86 10.86 11,65 12.95 11.84 
1945 26,17. 26.00 1].03 11*25 13.09 9.26 
.1946 20.14 • 20.77 13-15 14JO 17.02 10.38 
1947 14.34 19*28 19.34 13.40 10,05 6.60 
1948 15.53 15 »13 7.0.21 6.99 3 «89 3.61 
1949 -16.86 1 5 , 3 5 8.53 7 . 8 2 5.67 5.65 

Source: United Nations Economic Commission of Latin America. 



Table A-' 4': Chile: Value of imports permits requested and granted by currencies. 
1944 - 1949 

In dollars equivalents . 

Dollars bounds Argentine 1 Chilianc 4 "Swiss FÏÎ&XLSJS 
1000 1000 1000 1000 1000 

Requested Granted Requested Granted Requested Granted Requested Granted Requested Granted 

1944 10,209 9,257 1,183 1,057 5, LI 9 Q cy.xo Ji: •/ s - 655 633 281 204 
1945 13,472 11,874 1,319 1,141 5,919 5,163 1,049 969 431 214 
1946 25,420 17,930 4,853 3,415 4,088 2,62.8 1,207 760 839 547 
1947 42,742 16,-806 7,214 2,406 4,795 2,372 3,417 1,071 1,270 551 
1948 49,494 30,629 7,119 3,514 4,855 2,083 ' 630 493 755 373 
1949 37,337 28,708 10,649 ' 6,240 4,265 2,004 56 17 335 149 

Fes e tas Swedish crowns Cruzeiros "Franch. francs Others 
1000 1000 1000 1000 

Requested Granted Requested Granted Requested Granted Requested Granted Requested Granted 

1944 79 67 74 74 67 67 6 23 22 
1945 61 57 130 128 1 1 1 1 0 0 
1946 700 ¿69 56 25 9 5 40 23 66 52 
1947 1,341 200 325 1-96 269 70 108 11 174 120 
1948 2,323 976 175 60 33 2 82 65 750 577 
1949 3.241 2.343 190 131 0 ' — 71 69 786 552 

Source ; United Nations Economic Commission for Latin America. 
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Table A-5. Chile: Currency composition of import permits requested and granted. 
1944-1949' 

•v M 
v op 0 <D .2! 
H1 M •P- N> ro t—1 CN vn Dollars Pounds Argentine pesos Chilean pesos Syiss francs 

Percent of Percent of Percent of Percent of Percent of 
Permits Permits Permits Permits Permits 

requested granted requested granted requested granted requested granted requested granted 

1944 57.69 60.46 6.69 6.,90 28 »93 25*07 3 >70 4,14 1.59 1.33 
1945 60.19 60.74 5.89 5.84 26.44 26=41 4c&9 4.96. 1.93 I.09 
1946 68.19 68.82 13 "02 13.II 10.96 10 .08 3*24 2,92 2.25 2.10 
1947 69.32 70.61 II.7O 10.11 7-78 9.96 5 »54 4.50 2.06 2.32 
1948 74.75 79.00 10.75 9.06 7.33 5.37 0.95 1.27 1.14 O.96 
1949 65.58 71.39 18.71 15.52 7.49 4<98 0.10 0.04 0.59 0.37 

Pesetas Swedish Crowns Cruzeiros French francs Other currencies 
Percent of Percent of Percent of Perce nt of Percent of . 
Permits Permits Permits Permits Permits -

/ requested granted requested granted requested granted requested granted requested granted 

1944 0.45 0.43 O.42 0.48 0.38 0.44 0.03 0.12 0.15 
1945 0.27 O.29 0.58 0.66 0.01 0.01 0 0 0 0 
1946 1.88 2.57 0.15 0.09 0.02 0.C2 0.11 0.09 0.18 0.20 
1947 2.17 0.84 O.53 0.82 0.44 O.29 0.18 0.05 0.27 0.49 
1948 3.51 2.52 O.26 0.15 0.05 0.01 0.12 0.17 1.13 1.49 
1949 5.69 5-83 0.33 0.33 0 — 0.12 0.17 1.38 1.37 

Source; Economic Commission for Latin America 

« 
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