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INTRODUCTION 

The present report was prepared in collaboration with the Latin 
American Institute for Economic and Social Planning (ILHES). Its purpose 
is to present and analyse projections of the main macroeconomic variables 
relating to the external sector and the saving-investment process in the 
Latin American countries during the 1970s* 

The idea is to provide a frame of reference that will help to 
identify some of the essential points that must be borne in mind in 
economic and social development policy, with special reference to the 
implications of current situations and trends and, hence, some of the 
main * problems that development policy has to tackle. 

A condensed account i s given here of the findings of individual 
country studies» By way of additional information, separate monographs —' 
are being presented containing a detailed study of a number of countries. 

The present document is divided into three chapters. In the f i r s t , latin 
America's evolution from 1950 to 1969 is examined with a view to formulating 
criteria that will provide realistic assumptions and hypotheses to be used 
in the analysis of major trends. This part also describes the assumptions 
used in making the projections, presents the projections themselves and 
presents briefly a few conclusions on the development problems and potential 

* 

of the Latin American countries in terras of the external sector and the 
saving-investment process. Chapter III discusses the basis and interpretation 
of the models used in the projections, and presents the numerical values 
of the estimated parameters for the econometric functions corresponding 
to each countrye 

The analysis of past trends and the data used as a basis for the 
econometric functions used in the projections refer to the period 1950-1969. 
In recent years some of the variables have followed trends that departed 
considerably from those of past years. The modifications are in many cases 
the result of substantial changes in development policy or the performance 

-*/ Spanish only. 

/o f exports, 
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of exports, particularly exports of manufactures. There have.also been 
important developments at the regional and subregional levels, in particular 
the entry into force of the Cartagena Agreement, which substantially 
modifies the integration possibilities of five countries in the region. 

These recent developments, however, have not led to big enough 
changes in the trends of the corresponding variables to change the 
functions or parameters that can be statistically determined on the basis 
of past trends. 

The effect of these changes may be to modify the future trends of 
the variables and in some cases may appreciably improve the development 
prospects of the countries of the region. 

The projections given in the present document̂  in which these 
changes have not been incorporated, serve to show what is likely to happen 
i f there is no change in the situation that has prevailed in Latin America 
until recently; hence, they provide a useful yardstick for evaluating, 
inter alia, the effects of these recent developments that may in fact rouse 
the region from its inertia. 

Reference must be made to an earlier SOLA document which can be 
considered a forerunner of the present study, namely "The trade and domestic 
savings gaps and structural unemployment in Latin America".^ The present 
study incorporates some new hypotheses> for example relating to growth 
targets rising in stages from the current level. There are also sizable 
differences in the basic statistical series, several of which were 
substantially rectified by countries, and this led to changes in the 
relations of the model, A number of explanatory variables have been 
introduced which are more satisfactory from the standpoint of economic 
interpretation and statistically. The analysis of financing has been 
reformulated to include the short-term debt among the assumptions, in 
addition to the medium- and long-term debt. 

1 / Document E/CN.12/831, submitted to the Commission at i ts thirteenth 
session (Lima, Peru, 14-23 April 1969). 

/The problems 
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The problems of the external bottleneck and the savings gap and 
possible ways of dealing with them have been given a great deal of 
attention in recent work by ECLA and ILPES, noteworthy in this respect being 
the study in Part One of the Economic Survey9 1969, entitled "Basic aspects 
of Latin American development strategy"* This study discusses the essential 
aspects of the objectives and approach of development strategy at the 
national, regional and international levels, and looks at the way in which 
the economic growth rate of many countries in the region could have been 
higher, even given prevailing circumstances, had the external bottleneck 
not existed, 

A quantitative examination of some of the possible policy approaches to 
eliminating the external bottleneck and the savings gap was undertaken in 
the report prepared by the Director-General of ILPES, RatSl Prebisch, 
entitled Change and development: Latin America's great task. These 
policy approaches are examined in greater detail in a joint study by 
ECLA and ILPES which makes explicit use of economic projections to define 
the problems of and examine possible solutions for the external bottleneck 
and the savings gap. 

It is obvious that i t is urgently necessary to continue exploring 
the implications of different assumptions in order to ensure that the 
decisions taken will help to attain the objectives set for the present 
decade, and, most important, to provide a fund of technical data that 
countries can use in determining their own targets and policies, in 
accordance with the International Development Strategy for the Second 
United Nations Development Decade. 

It is hoped that the projections presented in this document will 
serve these purposes and will also have the effect of encouraging further 
and more detailed country studies, given the magnitude of the development 
effort that has to be made in the next few years. 

/Chapter I 
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Chapter I 

ECONOMIC DMtfPffcNT IN THE PERIOD 1950-1969 

1» The pace of development 

Over the past two decades, the gross domestic product of the Latin 
American countries grew in a somewhat irregular fashion. The aggregate 
and per capita product of the region as a whole grew at average annual 
rates of 5*2 per cent and 2„3 per cent respectively between 1950 and 
1966-1968. Although these rates cajne close to the targets set at the 
beginning of the 1960s, they were clearly not rapid enough to provide an 
adequate response to the problems of labour redundancy, income distribution, 
and a hand-to-mouth existence for big segments of the population. The 
countries that made the greatest contribution to the over-all growth wex"e 
Brazil, Costa Rica, Mexico, Nicaragua, Panama, Peru and Venezuela, with 
annual per capita growth.rates of.around 3 per cent. At the other.end of 
the scale were Argentina, Bolivia, Honduras, Paraguay and Uruguay, with 
annual per capita growth rates of 1.2 per cent or less over the same period 
(see table 1). 

During the 1960s, a number of countries substantially improved their 
growth rates - for example, the Central American countries, following the 
establishment of the Central American Common Market, and Bolivia and Chile 
as a result of favourable conditions for their exports, mainly mining 
products. In contrast, the growth rate slackened off in Brazil (although 
in 1969, i t was soaring again), Colombia, Dominican Republic, Ecuador, 
Uruguay and Venezuela«, The net result of a l l these movements was that 
the annual growth rate of the per capita product f e l l from an average 
of 2.5 per cent between 1950 and 1960-1962 to 1.8 per cent between 1960-1962 
and 1966-1968, although there was an upswing to 3 per cent in 1969 as compared 
with 1966-1968. 

/Table 1 
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Table 1 

LATIN AMERICA $ GROWTH RATE OP THE AGGREGATE AND PER CAPITA GROSS 
DOMESTIC PRODUCT, BY COUNTRIES 

(Average annual growth rates) 

Count iy 
Aggregate g rosa domestio product Per capita gross domestio product 

Count iy I950 I96O-62 1950 1950 1960-62 1950 
> I96O-62 I966-68 1966-68 1960-62 1966-68 1966-68 

Argentina 3.2 2.9 3.1 1.2 1.4 1.2 
Bolivia 0 4 %7 2.4 -1.4 3.3 0.3 
Brazil 7.0 4.2 6.0 3-9 1.3 3.0 

Costa Rloa 6.9 7.0 7.0 3.0 3.1 3.0 
El Salvador 4.6 6.1 5.1 1.8 2.9 2.2 
Guatemala 3.8 5.4 4.4 0.9 2.3 1.4 
Honduras 3.7 5.6 4.4 0.8 2.1 1.2 
Nicaragua 5.4 7-5 6.2 2.5 4.4 3.2 

Colombia 4.7 4.7 4.7 1.5 1.3 1.4 
Chile 3.7 4.8 4.0 1.3 2.2 1.6 
Ecuador 4.8 4.7 4.7 1.7 1.3 1.5 
Mexioo 5.7 7.5 6.4 2.6 3.9 3.0 
Panama 5.3 7.8 6.2 2.3 4.4 3.0 
fttraguay 2.9 4.3 3.4 0.2 0.9 0.5 
Peru 5.6 5.7 5.7 3.1 2.6 2.9 
Dominican Republio 3.0 4.5 2.1 -0,3 1.3 
Uruguay 2.0 0.2 1.4 0.6 -1.2 • 

Venezuela 7.3 4.8 6.4 3.4 1.4 2.7 

latin Ame rioa b/ 5.4 4.8 5.2 2.5 1.8 2.3 
Latin. America a/ 5.2 4.8 5.1 2.4 1.8 2.2 

Souroe ? ECU, on the basis of of f ic ia l s tat i s t ics . 

a/ At i960 market prices, 

b/ Exoluding Cuba and Haiti, 

0/ Excluding Cuba, Haiti and Venezuela. 

/There were 
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There were very marked differences in the growth rates of the 
various sectors of economic activity. Although this is frequently the case 
in developing countries, in Latin America a number of key sectors were 
largely responsible for the bottlenecks that slowed down economic growth, 
namely, agriculture and the energy and transport sectors. The gross 
product of the agricultural sector in most of the countries of the region 
increased at a slower or only slightly higher pace than the population. 
If the comparatively better agricultural performance of countries having 
a large weight in the totals, such as Brazil, Mexico and Venezuela, were 
to be discounted, the annual over-all figure of 3.5 per cent recorded for 
the period between 1950-1952 and 1966-1968 might well be ni l or a negative 
value i f expressed in per capita terms (see table 2). The relatively 
high rates of growth of the transport and energy sectors are accounted 
for by the fact that they started from very, low levels; in practice, they 
were frequently responsible for bottlenecks, particularly to industrial 
development. 

/ 

The growth of the manufacturing sector is an Outstanding feature of 
the growth of the various sectors. Its annual rate of growth was 
substantially higher than the over-all average and i t raised i ts share in 
the total from 19.6' per cent in 1950-1952 to 23.3 per cent in 1966-1968, 
while as a result of i ts lack of dynamism the agricultural sector's share 
f e l l from 22*8 to 18.3 over the same period (see appendix, table A)« 

It is a well-known fact that there are substantial differences 
between the Latin American countries as regards levels of industrialization; 
while the larger countries have gradually managed to produce most of the 
consumer goods they require for domestic use and a substantial proportion 
of intermediate and capital goods, the countries with relatively small 
markets, which also suffer from a technological lag that has prevented 
them from competing for foreign markets, have not yet managed to achieve 
an adequate level of import substitution even in respect of goods which 
are relatively simple to manufacture. 

/Table 1 
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Table 2 

LATIN AMERICA* GROWTH RATES OP THE MAJOR SECTORS, BY COUNTRIES, BETWEEN 1 9 5 0 - 1 J 5 2 AND I966-I968 

(Annual average growth rates) a/ 

Count ly Agricul-
ture 

Mining 

quarrying 
Manufac-
turing 

Construc-
tion 

EÄeotric-
oity, 

gas and 
water 

Transport 
and com-
munica-
tions 

Commerce 
and 

finanoe 
Other 

servioes 
Total 

Argentina 2.3 9.6 4.3 1.8 8.2 2.6 3.1 2.2 3.2 
Bolivia 1.1 0.1 2.7 6.4 4.4 3.9 2.4 3.4 2.3 
Brazil M 13.0 7.6 3.0 7.5 7.1 5.3 6.0 5.9 

Costa Rioa : ^ y 8.3 7.7 9.6 9.7 7.6 . 8.2 7.0 
El Salvador 3.3 -4.6 7.7 7.5 12.9 6.4 6.8 4.7 5.4 
Guatemala 3.5 0.5 6.1 1.9 10*1 6.9 5.0 3.8 4.6 
Honduras 3-3 5.7 6.4 3.3 15.8 5-9 5.4 3-5 4.3 
Nioaragua 4.2 2.8 8.6 11.7 16.9 9.0 6.1 5.9 6.0 

Colombia 3.2 4.0 6.2 6.7 %9 5.9 5.4 4.9 4.7 
Chile 3.0 3.6 5.6 . 3.9 7.3 7.3 4.4 3.4 4.3 
Ecuador 3.4 5.0 5.2 8.3 10.8 2.8 5.7 5.5 4.7 
Mexico 4.5 6.2 7.3 6.9 n . 9 6.3 6.3 6.3 6.3 
Jfcnama 4.6 7»i 10,0 8.8 10.4 8.9 7.4 5.4 6.5 
Paraguay 2.5 19.9 3.4 8.3 10,0 3.8 3.5 4.2 3.4 
Pera 3.3 7.1 7.8 3.4 7.3 5.7 5.7 4.9 5.4 
Dominican Republic 3.1 17.6 4.2 16.1 6.8 4.2 4.1 4 .1 
Uruguay 0.4 y 2.3 -0.7 5.7 0.6 0.5 1.8 1.2 
Venezuela 5.5 5.3 8.8 2.8 16.1 4.6 7.1 4.8 6.1 

Total h i hk ü a ££ S i l Üii 5s2 

Sources ECLA, on the basis of off lolal s tat i s t ics , 

a/ At factor cost at i960 prices* 

b/ Included under manufacturing* 

/The slow 
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The slow growth of the agricultural sector meant not only shortages 
in the supply of raw materials and foodstuffs for the domestic market and 
an acceleration of the inflationary spiral, but also lost opportunities 
for expanding exports, especially of temperate-zone products. It also had 
a marked impact on employment, for agriculture Ts inability to retain 
productive labour had the effect of stepping up the rate migration to the 
c i t ies , where these new additions to the urban labour force were absorbed- in 
so far as possible - largely in low^productivity services because industiy, 
despite i ts rapid growth, could not provide employment for them a l l , 
especially in view of the fact that the economically active population 
was rapidly growing, Kence, overt unemployment and labour redundancy have 
reached proportions that, even though they cannot be precisely measured, 
raise problems that can only be solved by means of a detemined policy to 
change the employment structure and to raise the growth rate of production 
well, above i t s past levels. In this connexion, i t is worth remembering 
that, as noted in a recent report,»^ the mere correction of the occupational 
structure of the labour force would have highly important consequences. 
Suffice i t to ref lect that the attainment of this objective, by means of 
a more rapid.rate of capital formation and the fulfilment of other 
requirements, would mean that the annual growth rate of the aggregate 
product would rise to 7 per cent by the aid of the current decade, instead 
of the 5.2 per cent recorded in the past two decades» Even so, much more 
than a decade would be needed to correct matters completely» But the effect 
would be to raise the annual average growth rate of the per capita product 
from 2.5 to 4 per cent, having regard to population increase. 

Noteworthy efforts have been made to correct the distortions in the 
economic and social system caused by the lack of dynamism of the agricultural 
sector. Some countries in.the region have tackled the problem by starting 
agrarian reform programmes, which, despite some significant progress, have 
generally had l i t t l e impact» Protectionist tar i f fs and the establishment 
of over-valued exchange rates have in many cases been mechanisms that have 

2/ See Rail Prebisch, Change and development: Latin America's great task» 
report submitted to the Inter-American Development Bank 

"Ofeshington, D*C., 1970). 
/redistributed income 
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redistributed income in order to strengthen the industrial sector rather 
than step up the rate of agriculture. The relative prices of 
the inputs and capital goods used in agriculture have generally been 
unfavourable, since for the most part they have absorbed the high costs 
generated by the init ial stages of import substitution. If account is 
also taken of the traditional resistance to change of the average farmer 
in the region, and the l i t t l e done by the State to introduce technological 
innovations suited to development conditions, i t is fairly clear why 
agriculture is behindhand as regards technological progress and capital 
formation, and this in turn has been the root causes of i ts lack of 
dynamism. 

Ifenufacturing,, too, which in most countries has obviously been the 
mainspring of growth, was also faced with problems that hampered i ts 
potential for growth* 

Protectionism was one of the key components of the policy which 
led to the great progress achieved so far in industrialisation. But i t 
is clear that i t i s now necessary to revise this policy thoroughly in 
order to make i t more selective and to ensure that the level of protection 
makes i t possible to continue the process of industrial development 
without running to uneconomic extremes. Some thought should be given 
also to the changes that need to be made in this policy to bring i t 
into line with the agreements on economic integration. Considerable 
progress is being made in defining the principles governing integration 
and the flow of trade under integration agreements. 

Hie size of markets, which is a factor that is closely associated 
with protectionist policy, although varying in each case, is an appreciable 
brake on development in a l l the countries of the region. In the relatively 
more developed countries* the size of the market constitutes a limitation 
of scale that is particularly important with respect to intermediate and 
capital goods. In the smaller countries, industrial production is 
hampered even as regards expanding the production of consumer durables 
and non-durables. 

/The fact 
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The fact that broad social strata are excluded from the market for 
manufactured goods because of their negligible purchasing power is an 
important factor behind the slow rate of growth in many branches of 
manufacturing. This, combined with generally low income levels and 
often small populations, leads to the underutilization of installed 
capacity, which is also caused by the bottlenecks which affect the 
supply of certain key inputs, Under-utilization of equipment, moreover, 
boosts production costs and hence affects the capacity to export on a 
competitive basis« 

Account mist also be taken of certain institutional and organizational 
factors, associated with the behaviour of both management and labour, in 
exploring the possibilities of making more intensive use of productive 
capacity by mobilizing the domestic supply of resources. 

All these problems have prompted active efforts to reformulate 
industrial development policy in order to impart new impetus to industrial 
growth and begin a new phase that will profit from a l l the substantial 
progress that has been made so.far» The efforts to promote integration 
among Latin American countries, an outstanding recent example of which is 
the efforts being made by the countries signatory to the Cartagena 
Agreement, form part of the refomulation exercise. There has also been 
progress in recent years in the export of manufactures which, in addition 
to opening up new markets, has brought appreciable changes in policies 
and attitudes regarding production in many sectors» Factors that must 
be given due weight in this reformulation are the mobilization of domestic 
resources, policies to ensure more active and productive use of labour 
and more intensive utilization of productive capacity, and a redistribution 
of income that wil l provide access to the market for the broad strata of 
the population which at present are outside it» 

/ 2 . Investment 
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2« Investment performance and financing 

The average percentage of the gross domestic product used for 
investment - including changes in stocks - was 19#1 per cent between 1950 
and 1969«^ During this period the product grew at an annual rate 
of 5*3 per cent, and investment at a rate of 5*8 per cent. 

Nevertheless, i f investment is evaluated on the basis of world 
prices, - in those areas where comparison is possible - the average 
investment Coefx^icient in relation to. the product is markedly lower. 
Estimates made in I960 indicated that, under some conditions, the fixed 
investment coefficient in that year might be as low as 13 p^r cent, 
instead of the 17a6 per cent calculated on the basis of domestic prices. 
The estimates were only rough approximations and they should be re-examined 
in the light of more statistical and technical information. Nevertheless, 
they illustrate the enormous differences in the relative prices of capital 
and consumer goods on the domestic markets of the Latin American countries 
and of the United States (see table 3) . 

The possibility of translating this investment into an increase in 
the growth rate of the product was thwarted by a number of factors. The 
f i rs t of these was underutilization of productive capacity owing to a 
series of structural and institutional distortions that caused serious 
bottlenecks, particularly those relating to the external sector and 
market size* 

Secondly, a high proportion of investment was devoted to infrastructural 
works, which have a low yield in terms of increases in the product; this is 
the case, for example, of the energy and transport sectors which, like 
fairly complex industries such as the steel industry, require a large 
amount of investment and a relatively long lead time* Moreover, in the 
early 1960s strong social pressures increased the demand for community 
goods and services and meant that a sizable proportion of investment was 
channelled towards public health, housing, education and urban fac i l i t ies , 
a l l sectors where investment is imperative but where the effect on productivity 
i s not equally proportional and immediate. 

3 / Calculated on the basis of dollars at I960 prices using average 
exchange rates for imports. 

/Table 1 
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LàTIN AMERICA 

Table 3 

TOTAL GROSS INVESTMENT AS A PROPORTION CP 
THE GROSS DOMESTIC PRODUCT b/ 

(Feroontages) 

Period 
Total gross 
Investment 
coefficient 

1950 

1951-53 
195̂ 56 
1957-59 

1960-62 

1963-65 

1966.68 

1969 

1950-69 

17.9 
20,2 

19.5 
19.2 
18.8 

18.3 
18.6 

19.6 

I9.I 

Source: ECLA, on the basis of off ioial stat ist ios . 

a/ Excluding Cuba and Haiti. 

b/ In dollars at i960 prioea, converted at the exohange rate for imports* 

/This is 
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This is not to say, however, that this investment has not had a 
direct effect on production during the period under consideration; the basic 
point i s that, because of the time-lags involved and the low init ial level, 
in general i t s contribution to production has been comparatively less than 
that of investment in directly productive activities. 

Shortfalls in the supp3y of capital goods must also be taken into 
account. The, external bottleneck very much hampered the capacity to import 
capital goods, while domestic production was limited because cf the 
technological requirements of capital goods, market size and the phasing 
of Industrialization i tse l f in such a way as to leave the production of 
such goods to the. final stage. 

Furthermore, the region as a whole has not performed satisfactorily 
as regards the accumulation of domestic resources. In principle, i t may 
be said that given the relatively low level of per capita income, i t i s 
d i f f i cult to hold down the growth of consumption - which in any case 
increased per capita at an annual rate of only 2 per cent during the 
period 1950-1969 - and thus further, increase investment resources. 

Even within these limitations, however, i t is important to examine 
the possibility of turning potential investment resources into real 
investment. The consumption level of some segments of the top-income 
groups i s not only high in terms of per capita volume and its composition 
of goods and services, i t i s also very high in comparison with current 
levels of national income and the total volume of investment» The public 
sector, which has played an important role especially as regards investment 
in the infrastructure and i ts financing, has found i ts savings potential 
limited because i t has had to satisfy a number of social needs that increased 
i t s consumption expenditure (see table 4 and table B in the appendix). 

Lastly, the gross fixed investment coefficient of the Latin American 
countries has remained practically unchanged, and has even tended to decline 
during some periods. External factors such,as the external price ratio, 
transfers of income for investment purposes, and foreign borrowing have, of 
course, had a great deal to do with these ups and downs (see again table 4 ) . 

/Table 1 
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Table 4 
a/ 

LATIN AMERICA:**7 FINANCING OP TOTAL GROSS INVESTMENT 

(Parentages of the gross domestic product) b/ 

Period 
Gross 

national 
saving 

Net external 
financing c / 

Total saving 
(equal to gross 

investment) 

ISSO 18.73 -0.86 17-87 

1951-53 I8.8I 1.37 20.18 

1954-56 18.68 0.85 19.53 

1957-59 I7.I2 2.05 19-17 

1960-62 17.25 1.56 18.80 

1963-65 I7.75 0.50 18.25 

1966-68 17.C6 1.53 18.59 

I969 17.86 1*71 19.68 

1950-69 17.83 1.22 19.05 

Source: ECLA, on the basis of of f lo ia l s tat ist ics , 

o / Excluding Cuba and Haiti« 

b/ In dollars at i960 prices, converted at the exchange rate for imports. 

0/ Balanoe-of-payments surplus or deficit on current account, i . e . the difference between payments 
for imports plus transfers of profits and interest payments, on thé one hand, and earnings from 
exports, on the other. It i s not the same as "aggregate net external contribution" in table 5» 

/The total 
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The total inflow of foreign capital has come to Bake a significant 
contribution to the financing of capital formation &nd, in particular to 
meeting • import requirements for the group of countries excluding Venezuela, 
Table 5 indicates that in the period 1960-1964 the net figure for such 
financing represented 11.47 per cent of imports. The table also shows, 
however, that after growing rapidly in the three preceding five-year 
periods, the proportion of such financing in relation to imports f e l l 
sharply in 1965-1969, one of the reasons being the high level of servicing 
resulting from the cumulative indebtedness of earlier years, and the other 
the relatively greater increase in imports of goods and services. 

This demonstrates the well-known fact that the great use made of 
external financing to solve balance-of-payments di f f icult ies increasingly 
limited the potential of such financing. At present, although the gross 
inflow of external capital is s t i l l at a high level, the level of 
indebtedness, and hence transfers of profits and servicing payments, 
are also rising and moving towards the point at which they will cancel 
out the net inflow. 

As noted in a recent report ,^ this trend can be considered normal 
in the sense that a country cannot continue borrowing from abroad 
indefinitely. Adequate domestic investment resources must be a primary 
objective. Accordingly, as a given country gradually approaches this goal, 
a time will come when the net inflow of foreign capital, after attaining 
a maximum, begins to diminish. Meanwhile, the amount represented by 
payments of interest and profits naturally continues to increase. And in 
the CQurse of the process, these service payments f i rs t come to equal the 
net inflow of new capital and later to exceed i t ; thus a net outflow of 
funds takes place. However, with the passage of time and as the economy 
of the country becomes stronger both internally and externally, i t i s 
possible to reduce i ts aggregate foreign debt and the amount of foreign 
investment. 

The problem in Latin America is that the moment when net inflows of 
foreign capital are cancelled out by servicing and become a net outflow 
has occurred too soon. External financing, has become a net outflow before 

y Raul Prebisch, op* c i t . /savings and 
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savings and exports have been able to grow sufficiently to cope with the 
situation without affecting economic growth. Hence in recent years many 
Latin American countries have had to use some of their scarce foreign 
exchange to make up for the excess of servicing and profit payments over 
gross inflows, thus achieving surpluses on their trade balances which 
l e f t l i t t l e margin for expanding imports of goods essential for development. 

Table 5 also shows that,the situation i s even less satisfactory i f 
account is taken of Venezuela, owing the large weight in the total of 
remittances of profits corresponding to petroleum investment. 

3« Exports 

The analysis of the evolution and structure of exports both at the 
level and for the region as a whole shows a clear picture of sluggish growth. 

The average annual growth rate of exports was 4.6 per cent during 
the period between. 195H953 and 1966-1968, and 6,1 per cent between 
1966-1968 and 1969, while in the same periods, purchasing pcwer grew 
by and 6.4 per cent a year^ respectively (see table 6). In other 
words, despite the notable upswing in recent years, the purchasing power 
of exports reached an average annual per capita growth rate of barely 
1.5 per cent in the period 1950-1969. Taking the period from 1951-1953 
to 1966-1968 only, i t can be seen that th$ growth in purchasing power 
was only just enough to cover the population increase. In any event, i t 
i s clear that the slow growth of exports, which was also influenced by 
unfavourable terms of trade, was too l i t t l e to satisfy the foreign 
exchange needs deriving from a reasonable increase in the per capita 
product. This situation is linked with the fact that most of the goods 
exported by the region are characterized by a low income and demand price 
elasticity, to which should be added the repercussions of the technological 
progress of the developed regions, on the structure of world supply, since 
these regions have replaced imports from Latin America by their own goods 
and have placed large surpluses on the external market Furthermore, 

5/ According to estimates based on data contained in United Nations Monthly-
Bulletin of Statistics» Latin America's share of world exports f e l l 
from 11.9 per cent in 1950 to 5.5 per cent in 1969. 

/Table 1 
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Table 5 

LATIN AMERICA: AGGREGATE NET EXTERNAL CONTRIBUTION TO THE FINANCING 
OF IMPORTS OP GOODS AND SERVICES 

Loans &/ 

( i) 

Direct foreign 
investment b/ 

(percentage of imports of goods and 

Net o f f ic ia l 
transfer 

( 2 ) (3) 

Aggregate net 
inflow o/ 

CO 

Imports of goods 
and services 

(annual average 
in millions of 

dollarsJ 
(5) 

A B 

1550-54 2*96 3.32 -6.90 -1.57 0.30 0.35 -3.64 1.70 7 039.0 

1955-53 4.19 4.60 -3.05 1.57 0.97 1.24 -2.11 7.40 8 770.5 

1960-64 8.39 10.88 -8.01 -0.92 1.27 1.51 1.65 11.47 9 664.0 

1965-69 4.22 . 4.25 -7.92 -3.52 0.99 1.19 -2.7I 1.92 12 738.7 

1953-69 4.94 5.76 -6,47 -1.21 0.88 1.07 -O.65 5.62 9 553.1 

Sources ECLÂ  on the basis of International Monetary Fund;, Balance of Payments Yearbook^ vols. 8-20. 

bJ Short-, medium* and long-term loans minus amortization end interest. 

b/ Direot foreign investment minus ( - ) depreciation and profits, 

c/ Equals (l)+(2)+(3). 

A: Latin America excluding Cuba and Haiti. 

B: Latin America excluding Cuba, Haiti and Venezuela. 

/Table 6 



Table 20 

UXIW AHSHICAi G K M H HATE AND PURCHASING POWER OF EXPORTS, BY COUNTRY 

(Average annual growth rates in peroentages) 

Volume of exports Purchasing power of exports 

Country 1951-1953 1960-1962 1951-1953 1966-1968 195l-l?53 1960-1962 1951-1953 1966-1968 
I96O-I962 1966-1368 1966-1968 1969 1960-1;; 52 1966-1968 3.o66-l;68 1969 

Argentina 4 . 5 3 . 5 4 . 2 4 . 1 3 . 8 4 . 7 4 . 1 3 . 6 
Bolivia - 2 . 4 8 . 2 1 . 7 2.8 -1.6 1 5 . 4 5 . 1 
Brazil 2 . 7 5 . 2 9 . 7 13 .3 - 0 . 4 4 . 2 1-5 1 4 . 0 

Costa Rlaa 9 . 8 7 . 2 10.6 2.6 9 . 3 5 . 3 10.3 
El Salvador 6 .8 9 . 1 7 . 7 0.0 2.6 8 . 6 5 . 3 -2.0 
Guatemala 7 . 1 12.9 5 . 4 7.5 2.8 1 0 . 4 5 . 8 7 - 8 
Honduras 2 . 3 1 1 . 1 5 . 7 3.3 0 . 4 13 .5 5 -5 2.0 
Nicaragua 7 . 3 H . 7 9 - 0 1.8 2.8 13.3 6.8 - 0 . 4 

Colombia 2 .8 3 . 6 3 . 1 9 . 8 0.2 3 . 0 1 . 3 7 . 4 
Chile 3 . 0 4 . 8 3 . 7 4 . 1 3 . 0 9 . 3 5 . 5 12 .0 
Eouador 6.? 5 . 8 6 . 5 - 4 . 7 4 . 0 5 A 4 . 5 - 4 . 5 
Mexico 4 . 8 4 . 9 4 . 8 7 . 4 3 . 1 4 . 3 3 . 6 6 . 6 
Panama 6 . 2 10.4 7 . 9 11.9 5 . 5 l l . o 7 . 7 12.3 
Paraguay 4.1 3 . 9 4 . 0 9 . 4 2.8 5 . 0 1 . 3 8 . 8 
Peru %1 3 . 0 7 . 0 3 . 2 8.0 8 . 8 7 . 4 4 . 6 
Dominican Republlo 4 . 5 2.8 1 .6 9 . 9 3 . 0 1 . 9 1 . 7 11.8 
Uruguay - 0 . 4 3 . 1 l . o 4 . 2 - 1 . 7 3 . 0 0.1 3 . 8 
Venezuela 6 . 4 2 . 9 5 . 0 2 .3 3 . 8 - 2 . 9 l . l 0 . 3 

Total 4 , 2 M 6.1 2 i i M 

Souroe: ECLA, on the basis of official statistics« 

a/ On the basis of i960 prices* 
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in some cases, the exports of other l ess developed regions are growing at 
a re lat ive ly faster rate, so that Latin America's position as an exporter 
has declined considerably. Cases in point are petroleum exports from 
Venezuela, coffee from Brazil and Colombia and cereals from the temperate-
zone countries. 

Exports and the purchasing power of exports by country have followed 
widely varying trends in Latin America9 so that i t i s necessary to distinguish 
between speci f ic cases. In the period from 1951-1953 to 1960-1962, for 
instance, trends differed widely in the biggest exporting countries. Thus, 
while the growth rate of exports from Argentina, Mexico, Venezuela and Peru 
was weil above the regional rate of 4*7 per cent, i t was barely 2 .8 per cent 
for Brazil, Colombia and Chile. Since the above-mentioned countries account 
for s l ight ly more than 80 per cent of the region's exports, trends in the 
other countries did not substantially a l ter the performance of lat in America 
as a whole, although the Central American countries (excluding Honduras), 
Ranama and Ecuador achieved higher-than-average growth rates. The notable 
upswing in exports from Peru, thanks to exceptionally favourable trends in 
sales of f i s h meal, to begin wxth, and la ter , of copper, and the flourishing 
growth of petroleum exports from Venezuela towards the end of the 1950s, 
coinciding with the end of the Suez confl ict , , contrast with the sluggishness 
of exports from Brazil and Colombia, whose coffee exports - which account for 
a large proportion of the ir to ta l exports - were seriously affected by the 
f a l l in coffee prices from about 1955 onwards. 

In the period between 1960-1962 and 1966-1968, there was a marked 
recovery of exports from Brazil, Chile, Bolivia, Panama and, in particular, 
from the Central American countries, whose intra-area trade was intensif ied 
with the creation of the Central American Common Iferket. At the same time, 
there was a drop in the growth rate of exports from Argentina and, in 
particular, from Peru and Venezuela; as a resul t , the average annual growth 
rate for the region was only 4.5 per cent. I t should be pointed out, 
however, that as a result of the improved terms of trade the purchasing 
power of exports, compared with the previous period, rose from an annual 
average of 2.6 per cent to 3 .9 per cent. In other words, while the negative 
terms of trade in the period from 1951-1953 to 1960-1962 caused the volume 
of exports to f a l l by 2 .1 per cent a year, the drop was only 0 .6 per cent 
in the period 1960-1962. This improvement was largely due to the 
exceptionally high prices paid for copper from Chile and Peru, Bolivian t i n 
and various products from Argentina. 

° /With some 
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With some exceptions, there was a sharp upswing in exports between 
1966-1968 and 1969* and although the growth of purchasing power outstripped 
the growth of exports in only s i x countries, exports and the purchasing 
power of exports for the region as a whole grew at an annual rate of 6 .1 
and 6.4 per cent, respectively. In th i s connexion, special mention should 
be made of the cases of Chile, Ranan© and the Dominican Republic, whose 
purchasing power grew by around 12 per cent, and Costa Rica with 10#3 per 
cent, and especial ly of Brazil where i t grew by 14 per cent. 

I t i s interesting to note that, while there have been sharp fluctuations 
in the trends of typical la t in American exports in the l a s t two decades, 
especially at the country l s v e l , the volume of exports for the region as 
a whole grew slowly bat surely and had a marked influence cn the evolution 
of the product, as i s shovm in table 7. 

As regards the structure cf exports, although s ignif icant progress 
has been made, primary products continue to be predominant. While food, 
raw materials and fue l accounted for 91 per cent of t o t a l oxports in 1955, 
that proportion had declined to 83,2 per cent in 1968. The remaining exports 
were chemicals, machinery and other manufactures, including processed non-
ferrous metals (see table 8) . I t should also be mentioned that co f f ee , 
petroleum and petroleum products alone accounted for s l ight ly more than 
35 per cent of the region's exports goods, and the addition of about 
f i f t e e n other individual products would bring the proportion up to at l eas t 
75 per cent of the t o t a l . In other words, apart from being made up of 
primary products, there i s very l i t t l e variety in the exports. 

Table 7 

LATIN AMERICA: ANNUAL GROWTH RATE OP THE GROSS DOMESTIC 
PRODUCT AND OF EXPORTS OP GOODS AND SERVICES 

(Percentages) ^ 

1951-53/ 1960-62/ 1951-53/ 1966-68/ 
1960-62 1966-68 1966-68 1969 

Gross domestic product 
Exports of goods and services 4 .7 

5.5 4 . 8 
4 .5 

5.2 
4 .6 

6.0 
6.1 

Source: ECLA, on the basis of o f f i c i a l data, 
a/ On the basis of I960 dollar prices, converted at the exchange rate 

for imports. /Ip . . d /Table 13 



Table 8 

LATIN AMERICA; TRADE BY HEGION AND BY SIT# SECTIONS OP COMMODITIES 
(Millions of dollars) 

T o t a l Food Crude 
materials Fuels Chemicals* Î4achinery Other manufao-

'tu r e d goods 
(0 and 1) (2 and 4) (3) 5) (7) (6 and 8} 

1955 I968 1955 1968 1955 I968 1535 1 ^ 8 1955 196Ö I955 1968 

Repor ts 7 970 12 190 3 760 5 190 1 540 2 I3O 1 950 2 820 85 235 12 160 660 1 640 
i /orld Imports 7 060 12 120 890 1 350 550 710 6ko 730 620 1 490 2 220 4 960 1 900 2 690 

Balance 910 70 2 870 3 840 99O 1 420 1 260 2 090 -535 -1 255 2 208 4 800 -1 240 -1 050 

Developed market 
j economies 

Expor ts 6 170 9 030 3 230 k 010 1 3OO 1 710 970 1 ßio "I 65 no 5 74 6OO l 310 
Developed market 
j economies Imports 5 7^0 9 380 510 730 28O 330 155 I65 600 1 320 2 180 4 510 1 730 2 090 

Balance 500 -350 2 720 3 280 1 020 1 350 815 -535 -1 210 -2 275 -4 436 I30 -780 

Exports 3 5 « 3 970 1 920 1 950 5OO ¿itO 650 9IO 35 62 3- 50 395 530 
United States Impor ts 3 300 4 660 3*5 445 145 235 i1-: 5 ISO 365 620 1 320 2 210 790 860 

Balance 210 -690 1 575 1 505 355 225 760 -330 -558 .1 317 -2 I60 -445 -330 

Exports 120 425 63 50 4 17 - 36 345 2 2 - 1 5 6 
Canada Imports 165 • 370 k? 62 13 - - 20 13 29 155 105 s Balance -45 55 Ik -12 -7.0 36 345 -18 -11 -29 -I54 -99 

Exports 2 290 3 91*0 1 190 1 88Q 610 840 235 5OO 25 39 2 15 245 67 0 
Western Europe Imports 2 000 3 690 132 205 105 76 9 16 210 645 800 1 830 750 870 Western Europe 

Balance 290 250 1 056 1 675 505 764 226 484 -185 .606 798 -1 815 .505 -200 
Exports 1 240 2 370 620 1 180 375 540 105 185 24 2 10 l4o 43O 

EEC Imports 1 210 2 230 43 79 28 34 5 10 125 46o 54O 1 110 460 500 
Balance 30 1 4o 577 1 101 347 506 ICO 175 -111 -456 -i'38 -1 100 -320 -I30 
Exports 870 1 l4o 460 4oo 185 260 115 250 9 11 - 4 100 210 

EFTA Impcrts 670 l 150 52 79 33 26 3 5 78 170 245 590 240 260 
Balance 200 -10 4o8 321 147 234 112 245 -69 -159 -245 -586 -l4o -50 
Exports 230 66 0 54 120 170 375 - 54 3 6 - 8 1 95 

Japan Imports 180 600 2 2 10 1 1 5 3p 33 310 l4o 250 Japan 
Balance 50 60 52 118 I69 365 1 53 -2 -24 •33 -302 -139 -155 
Exports 175 630 495 79 l4o - - 6 8 - » - 6 

Eas te rn Europe Imports l40 880 S 150 10 63 23 6 34 355 50 170 
and USSR Balance 35 -230 345 69 77 .23 -89 - J42 -34 -355 -50 -164 

Exports 1 o20 2 420 435 590 155 2i35 940 1 320 14 105 6 87 65 325 veve «toping ffiaritvv Imports 1 250 1 780 375 445 2ÉS 255 460 470 15 115 6 92 Ï25 390 
Balance 370 640 60 145 •110 30 480 920 -1 -10 - -5 -60 -65 

L a t i n America 76O 1 380 360 425 145 210 
; 175 230 14 105 5 83 63 315 

SP«* 
m a 

© £5 
rè 

o Vi 
Source : Uni ted N a t i o n s , Monthly B u l l e t i n of S t a t i s t i c s (Miroh 1970 ). 
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Exports of manufactures are in fact l e s s than would appear from 
table 8« In fact , i f division 68 of the SITC (included under the heading 
of "Other manufactures" in table 8) , which refers to non-ferrous metals 
in the form of bars i s excluded, the proportion of manufactures in the to ta l 
exports of the region was only 7.5 per cent in 1968* Obviously, within th i s 
content, there i s a diversity of situations at the country leve l . Among 
the biggest exporters of manufactures are Mexico and Argentina, with 
18,3 and 12 per cent, respectively» The Central American countries have 
also made great strides since the establishment of the Common Market; 
exports of manufactures by th i s subregion was an average of 18*5 per cent 
of total exports. The lat ter ease ca l l s for some comment: although most 
of the exports went to countries in the subregion i t s e l f , and many of the 
manufactures are not very sophisticated, there i s no doubt that the trend 
i s s ignif icant , especial ly considering that, despite the low leve l of 
industrialization, proportionately greater progress was made by the 
countries of the subregion than in other, more industrialized, countries of 
I^tin America» 

As regards the geographical destination of exports, there has been a 
greater diversi f icat ion of markets since the end of the Second World War, 
The proportion of exports to the United States in the tota l f e l l from 
44 per cent in 1955 to 32,6 per cent in 1968, while exports to Western 
Europe rose from 28,7 to 32,3 per cent of the tota l in the same period. 
Similarly - although their share i s s t i l l small - the proportion of exports 
to Japan and Eastern Europe rose from 2,9 to 5,4 per cent and from 2,2 to 
5«3 per cent, respectively. On the other hand, the proportion of exports 
to the developing countries remained unchanged at 20 per cent (see again table 

The increase in exports to Western Europe helped to o f f se t the f a l l 
in the share of the United States market but did not substantially improve 
Latin America*s export trends, since the growth rate of exports to the 
European countries was kept down by protectionist pol ic ies introduced by the 
la t ter to promote development of their own output of raw materials, both 
natural and man-made, and to step up trade with African and Asian countries. 

/On the 
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On the other hand, intra-regional trade grew at a fa i r ly rapid 
rate, largely under the impetus of the establishment of the Latin American 
Free Trade Association and the Central American Common Market; but since 
such trade was very small to start with, i t did not carry much weight on 
the total» Intra-regional exports compared with to ta l exports were 
9.5 per cent in 1955 and 11.3 per cent in 1968. 

As regards future export prospects, i t may be said that, given the 
structure and geographical destination of Latin American external trade, 
great e f for t s would be required to speed up the growth of exports» Prospects 
for raw materials, especial ly agricultural products, do not seem much more 
favourable than in the past. Although exports of some products, such as 
meat, various metals, and new agricultural products could grow more, i t 
i s obvious that exports of such commodities as coffee , bananas, wool, 
fish-meal, petroleum and some cereals and oilseeds w i l l not grow as in 
the past* Thus, judging by available data, exports of primary products 
as a whole are not l i k e l y to grow much faster than hitherto» 

The prospects for increasing the over-al l growth rate of exports, 
therefore, w i l l depend mainly on industrial exports» Great strides have 
already been made in that direction. Table 8 shows that the total volume 
of exports grew from 757 million dollars in 1955 to 2,035 dollars in 1968, 
or at an annual rate of 7.9.per cent. Intra-regional trade, which accounts 
for a part of these f igures, has been more intense, and amounted to 
82 mill ion dollars in 1955 and 503 million in 1968, an annual growth rate 
of 15 per cent; in the la t ter year, intra-regional trade accounted for 
24*7 per cent of to ta l exports of manufactures. This demonstrates the 
potential of regional integration, since th i s considerable growth i s 
largely due to the progress made in the Central American Common Market 
and the i n i t i a l impetus given to trade by the ALALC countries. The results 
of the Andean Subregional Integration Agreement are not yet quantifiable 
but i t can be said that the creation of the Andean Group reaffirms the 
importance of integration. Thus, without entering into speculation on 
quantities, for which in any event there i s l i t t l e basis , i t may be 
concluded that the strengthening of the manufacturing industry in 

/Latin America 
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l a t in America has been closely linked with the increased economic co-operation 
and integration between the countries of Latin America, which should help 
to expand the market for each national industry, improve i t s competitive 
position and thus give i t an increasing ab i l i ty to export to other than 
Latin American markets« 

4» Imports 

The trend of Latin America's imports over the past twenty years 
1ms been the same as that of the purchasing power of exports, but th is 
i s not apparent from short-term analyses because of the sharp annual 
fluctuations in both variables» The ups and downs only l eve l out over 
a fa i r ly long period of time, Fbr example, over the whole period between 
1951-1953 and 1966-1968, imports of goods and services increased annually 
by 3.2 per cent and the purchasing power of exports by 3*1 per cent, Their 
growth was slow but this did not prevent the gross domestic product from 
rising by an annual 5-2 per cent during the same period (see table 9)* 

The drop in the import coef f ic ient , attributable in the main to 
the advance of import substitution, was particularly noticeable in countries 
which were the largest producers and had the biggest populations, and in 
Uruguay, which was a special case. Thus, in Argentina, Brazil, Colombia, 
Mexico, Uruguay and Venezuela, which account for around 84 per cent of the 
product and 78 per cent of the population of la t in America, the import 
coef f ic ient f e l l to the extent shown in table 10, As a resul t , the 
region's average import coeff ic ient for goods dropped from 13.2 per cent, 
in 1950 to 9.4 per cent in 1966-1968; taking goods and services together, 
i t f e l l 14»8 per cent to 11,5 per cent, which shows that import substitution 
had not gone so far in the services sector as in that of goods. 

/Table 9 



Table 8 

LATIN AMERICA: EVOLUTION OF THE PRODUCT, OP PURCHASING POWER AND OP IMPORTS 

(Percentage annual growth rates) a/ 

Count iy 
Produot Purchasing power 

of exporta Imports 

Count iy 
1951-1953 
I96O-I962 

1960-1962 
1966-1968 

1951-1953 
1966-1968 

1966-1968 
1969 

1951-1953 
I960-I962 

1960-1962 
1966-1968 

1951-1953 
1966-1968 

1966-1968 
1969 

I95I-I953 
I96O-I962 

1960-1962 
1966-1968 

1951-1953 
1966-1968 

'1966-1968 
1969 

Latin America 5.5 4 . 8 5 .2 6.0 2.6 3 . 9 3 . 1 6 . 4 2 .9 ! ? 3 . 6 3 . 2 7 . 3 

Argentina 3-6 2 .9 3 . 4 5 . 4 3 . 8 4 .7 4 . 1 3 . 6 4 . 8 - 1 . 7 2 .2 14.2 
Bolivia 0.2 5 .7 2 .4 6 . 9 -1.6 15.4 4 . 9 5 . 7 5 .9 10 .6 7 . 6 9 . 8 
Brazil 7.1 4.2 5 .9 8.0 - 0 . 4 4.2 1 .5 14.0 0 . 0 2 .0 0 . 8 10.8 

Costa Rlea 6.7 7 . 0 6 .8 7 . 4 2 .6 9 .3 5 . 3 I0.3 5.9 10.1 7 . 6 9 .8 
El Salvador 4-5 6 . 1 5 . 2 3 . 5 2 . 6 8 . 6 5 . 3 - 2 . 0 5.6 9 . 8 7 . 3 - 3 . 3 
Gua.-tema.la 4 . 2 5 . 4 4 . 7 5 . 3 2 . 8 10.4 5 .8 7.8 4 . 6 9 . 9 6 . 7 3 . 2 
Honduras 3.1 5 .6 4 . 2 4 . 5 0 . 4 13.5 — 5 * 5 L — -2.Q . _ .2.3 14.3 7.0 4 . 3 
Nloaragua. 4 . 5 7 . 5 5 .7 4 . 2 2 .8 13 .3 6 .8 - 0 . 4 5 . 3 15 .3 9 . * - 5 . 4 

Colombia 4 . 7 4 . 7 5 .9 0.2 3 . 0 1 . 3 7 . 4 2 .5 2.6 2.6 6 . 7 
Chile 3 . 4 4.Ô 4 . 0 2 .8 3 . 0 9 . 3 5 .5 12.0 6 .7 3 . 3 7 . 3 9 .8 
Eouador 4 . 6 4 . 7 4 . 6 4 . 7 4 . 0 5 . 4 4 . 5 - 4 . 5 6.1 7 . 3 6 . 6 7 . 8 
Mexioo 5.8 7 . 5 6 . 4 6.0 3 . 1 4 . 3 3.6 6 . 6 3 . 3 4 . 9 3 . 9 6 . 5 
Panama 6.0 7 . 8 6 .7 7 . 9 5 .5 11.0 7 . 7 12.3 6 . 6 8 . 9 7 . 4 9 .7 
Paraguay 3 . 3 4 . 3 3 . 7 6 . 7 2.8 5 . 0 1 .3 8 . 8 3 . 5 6 . 3 4 . 6 7 . 8 
Peru 5 .3 5 . 7 5 .5 1.3 8.0 8 . 3 7 . 4 4 . 6 5 . 1 11.3 7 . 5 -6.3 
Dominioan Republic 4 .7 3.0 4 . 0 5 .3 3 . 0 1.9 1 .7 11.8 0 . 7 10.8 4 . 6 1 1 . 1 
Uruguay 2.5 0 . 2 0 . 9 2 . 4 - 1 . 7 3 . 0 0.1 3 . 8 0 . 5 - 3 . 8 - 1 . 3 5 . 4 
Venezuela 6 .8 4 .8 6 .0 4 . 3 3 . 8 

1 
- 2 . 9 

t 
l.l 0 . 3 2.1 0.9 1 . 6 7 . 0 

Source: ECLA, on the basis of official statistics* 

a/ On the basis of i960 dollar prices, converted at the exchange rates for imports. 
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Table 10 

LATIN AMERICA: RATIO OP IMPORTS OP GOODS TO THE GROSS DOMESTIC PRODUCT, BY COUNTRY ^ 

(Percentages) 

Countiy 1950 1960-1962 1966-1968 

Argentina 12.7 11.5 7 . 8 
Bolivia 15 .1 20.8 25.9 
Brazil 9*2 5 . 5 

Costa Riaa 22 .3 23.U 27 .3 
El Salvador 14 .4 19.2 24.0 
Guatemala 12 . 7 12.3 14.5 
Honduras 16,5 18.7 29.2 
Nioar&gua 15 .5 19.2 30.0 

Colombia 16 .4 12.5 10.2 
Chile 8 . 5 13.0 13.5 
Ecuador ll.l 12 ,3 17.9 
Mexico 11 .7 9 . 0 7 . 6 
Panama 3 2 . 4 32 .2 3^.3 
Paraguay 11 .1 1 5 ^ 16.2 
Peru 16« 0 19.8 2 3 . 7 
Dominican Republic 17 .1 15-8 26.4 
Uruguay 20.3 17-5 13 .3 
Venezuela 25.0 14.0 11.8 

Latin America 12*1 10.2 hH 

Source: ECLA, on the basis of offioial statistics* 

a/ On the basis of i960 dollar prices, converted at the exchange rates for imports. 

The trend of the import coeff ic ient was very different from country 
to country, f a l l ing in some and. r is ing in others. In countries where i t 
f e l l , iirports grew much more slowly than in the others - mairJy because* of 
the slov/er growth of the purchasing power of exports - but their gross 
domestic product i;icreased faster on the whole. This requires some explanation. 

/As a 

/ 
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As a rule, the demand for imported goods i s inclined to grow more quickly 
than the product in l a t i n American countries. I f , however, the capacity to 
import i s too low for this demand to be sa t i s f i ed , one of two things w i l l 
happen; either the product w i l l grow even more slowly than imports, or 
imports w i l l drop to a point where the product i s at least able to keep 
pace with them. 

Occasionally, and above a l l in the early stages of the substitution 
process, the drop in the import coef f ic ient would seem to be due not so 
much to a deliberate and broad long-term policy aimed a t stengthening the 
econongr and maintaining act iv i ty at a higher l eve l than would be possible 
merely on the basis of export earnings plus a boom period inf lux of foreign 
capital as to external bottlenecks deriving essent ial ly from a fa l l ing o f f 
in the purchasing power of exports (see tables 9 and 10). ffcreover, 
although the drop in the import coeff ic ient was largely reflected in the 
replacement of imports by greater domestic production of the same goods, 
i t frequently happened that the restrict ions placed on imports diverted 
demand to other domestic goods and services. Even though both are a form of 
the economy i s quite dif ferent in qualitative terms. 

From the historical point of view, there are two particularly 
interesting aspects of the import substitution problem. First of a l l , while 
i t i s undoubtedly true that declining import coef f ic ients were attributable 
largely to the slower growth of the capacity to import, i t i s equally 
certain, and possibly even more relevant, that they occurred in countries 
that were in a far better position to carry on import substitution in view 
of their leve l of development and the s ize of their markets. 

On the other hand, i t could be assumed that in countries where the 
import coef f ic ient did not drop, which usually had only a very small domestic 
market, another factor came into play that might possibly have slowed down 
the substitution process, namely, the f a i r l y satisfactory growth rate of 
exports and the greater inflow i f external resources (see table 9$ and 
table B of the appendix) • 

The progress made in import substitution varied according to the type 
of goods involved. For the region as a whole, the share of imports of 
consumer durables and non-durables in to ta l private consumption dropped 

/from 3*5 per cent 
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from 3#5 per cent in 1950 to 2 .1 per cent in 1966-1968 and that of imports 
of capital goods and construction materials in gross investment from 25*4 to 
15.2 per cent and from 5»5 to 1.6 per cent, respectively (see table 11). 

can be seen, the import coef f ic ient f e l l most sharply in the 
capital goods sector, which i s understandable seeing that, in the i n i t i a l 
phase of the substitution process, i t had been mainly consumer goods that 
had been replaced. 

In the larger countries, emphasis was placed on capital goods in the 
substitution process from about the middle of the 1950s. For instance, the 
share of imported goods in the total gross investment of Argentina, Brazil 
and Mexico, whiph in.1950 had been 23*3 per cent, had dropped to 10 per cent 
by 1966-1968, These, then, were the countries that made most progress in 
import substitution, since the corresponding figures for the others were 
of 28,5 and 26.7 per cent. 

Generally speaking, purchases of capital goods varied according to 
the capacity to import, especial ly since the major countries of. the region 
replaced nearly a l l imported consumer goods by local production, except 
for a very few (in 1966-1968, the share of imported consumer goods in 
private consumption averaged no more than 0,68 per cent for the whole of 
Argentina, Brazil and Mexico), Therefore,.when i t had to meet external 
f inancial commitments in 1963, for example, Brazil cut back i t s imports 
of capital goods more than i t s imports of consumer goods, Argentina, for 
i t s part, resorted to foreign borrowing in order to increase i t s imports 
of capital goods in 1961-1962 but, when export earnings subsequently rose 
considerably, i t s purchases of capital goods fai led to follow suit because 
a large part of ,these earnings had to be set aside to pay of f i t s debts. 

As a rule, whenever the import coeff ic ient drops very low and a 
country's imports are concentrated on capital goods, raw materials and 
intermediate goods, as happens in the more advanced Latin American countries 
(the combined import coef f ic ient of Argentina, Brazil and Mexico for these 
items averaged 6,3 between 1966 and 1968), fluctuations in the capacity to 
import force the country to choose which of these categories of goods i t 
w i l l postpone purchases o f . I f , on the one hand, i t cuts back imports of 
raw materials and intermediate goods, the leve l of economic act iv i ty - and 
therefore employment - w i l l suffer; i f , on the other, i t decides to reduce i t s 
imports of capital goods, i t w i l l jeopardize the rate of capital formation 
and i t s future economic development, /l&ble U 
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Table 11 

a/ W LATIN AMERICA:-' EVOLUTION OP THE IMPORT COEFFICIENT u 

Year 

Imports of consumer goods 
(percentages of total 
private consumption) 

Imports of capital goods 
(percentages of total 
gross investment) 

Crude materials, semi-
finished goods and fuels 
(percentages of the 
total produot) 

Year 
Durables Non-

durables 
Construction 
materials 

Machinery 
and 

equipment 

Crude 
materials 
and Inter-
mediate 
goods 

Fuels 

I950 1 . 2 2.3 5 . 5 25 .4 k.O 1.0 

1960-1962 1.0 1*6 2 .2 18.3 3 . 7 0.8 

0.8 1.3 1 . 6 15.2 4 . 1 o«7 

Souroe: ECLA, on the basis of official statistics, 

a/ Excluding Cuba, Haiti and Paraguay, 

b/ On the basis of i960 dollar prices, ueing thé exchange rates for Imports to convert the figures for the 
product, investment and consumption originally in national currencies« 

/As regards 
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As regards.the order the stages of import substitution followed, i t 
can be seen that, while there was a.certain logical and gradual development 
in keeping with the exist ing market, there i s no denying that postponing 
for too long the stage when certain basic goods are local ly produced did 
produce problems. Between 1940 and 1950, some countries made big strides 
in setting up basic industries. The Volta Redonda s tee l plant in Brazil , 
the iron and s tee l industry set up by Corporaci<5n de Fomento de l a Produccitfn 
(C0RF0) in Chile and several basic industries in Mexico with strong 
government support are cases in point* Even so, the region as a whole i s 
s t i l l far behind in terms of i t s production of capital and intermediate 
goods compared with other goods. 

There are certain, very clear-cut trends in the structure of imports 
of goods. In 1966-1968, not only did consumer goods account for a mere 
15.5 per cent of the to ta l but about 30 per cent of them came from the 
region i t s e l f in 1968 (see tables 8 and 12). 

. The fastest-growing imports were of raw materials and intermediate 
goods, whose share of the to ta l increased from 30.5 per cent in 1950 
to 43.2 per cent in 1966-1968, largely under the impetus of the substitution 
process i t s e l f , which encouraged the consumption of certain goods for the 
production of which raw materials and intermediate goods must be imported. 
As for consumer and capital goods produced by the metal-transforming 
industries, a start was often made with the assembly of components, and 
the proportion of loca l ly produced parts was gradually increased unt i l a 
high degree of se l f - suf f i c i ency was attained in certain areas. 

The declining trend of the import coeff ic ient in relation to the 
product and the change in the composition of imports has changed the character 
of external dependence. Although, quantitatively speaking, the countries' 
vulnerability to external pressures would seem to have diminished, in other 
ways i t has grown, since in 1966-1968 imports of capital goods,.raw materials, 
intermediate goods and fue ls made up 80,8 per cent of the to ta l , which means 
that these are the sectors that would suffer most from a possible cut-back in 
imports. The problem i s even more serious in the bigger countries, since, as 
already pointed out, Argentina, Brazil and Mexico had combined import 
coef f ic ient of only 6.3 per cent« This factor has made i t abundantly clear 
that i t i s necessary to step up exports and, at the same time, to introduce a 
more selective import substitution policy. /T&ble 12 
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Table 12 

LATIN AMERICA: STRUCTURE OP IMPORTS, BY TYPE OF GOODS 

(Percentages) 

1950 1960-1962 I966-I968 
V — M — • — . ^ — ———• Ml» II I • 

Non-durable consumer goods 12.3 9*6 

Durable consumer goods 6«7 6*7 5*9 

Construction materials 7*4 4.1 3** 

Capital goods 3^.5 33-9 29*9 

Crude materials and intermediate goods 30*5 35*8 43.2 

Fuels 7.8 8.0 7-7 

Other 0.8 0.7 0.6 

Total Imports of goods 100,0 100.0 100.0 

Sources ECLA, on the basis of official statistics. 

Aaking each 
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Taking each country separately, their future prospects obviously 
vary widely» As has already been shown, the import coeff ic ient of the 
countries with a re lat ive ly large e f fect ive market i s low and therefore 
cannot eas i ly be reduced much further. In countries with medium-sized 
markets, the import coef f ic ient in 1966-1968 ranged from 10.2 per cent in 
Colombia to 23.7 per cent in Peru. The most outstanding case was Venezuela 
which by means of a determined consumer goods import substitution policy, 
reduced i t s coef f ic ient from 25 per cent in 1950 to 11*8 per cent in 
1966-0-968? even so, Venezuela, along with Chile, Colombia and Peru, 
reduced i t hardly any further during the latter.years - which may be an 
indication of a limited market. For their part, countries with the 
smallest e f fect ive market in general showed a ris ing import coef f ic ient , 
particularly the members of the Central American Common Market, which 
increased their total imports and pushed their import coef f ic ients f a i r l y 
high despite a reduction in imports from outside the area. 

In the l ight of such a variety of experiences, i s i t possible to 
o f fer any general pointers to the probable future trend of imports? Any 
generalization i s bound to involve a considerable margin of error, of course, 
but i t may tentatively be said that the restrict ion of imports as a means 
of stimulating domestic production and remedying the shortage of foreign 
exchange can no longer play the role i t played in the past, since the 
structure of imports i s such that th is could only be achieved at the 
expense of goods that are indispensable to the economy's growth. The 
most important objective, therefore, i s to attain an adequate capacity 
to import, mainly ty providing systematic export incentives. Naturally 
th i s i s not in any way to suggest that the import substitution process 
should be pushed into the backgroup. The fact i s that, as the domestic 
product grows, the demand for f ina l consumer goods increases at different 
speeds according to the sector. Generally speaking, the demand for 
manufactured goods, whose direct and indirect import coef f ic ient i s • 
greater, tends to rise more quickly than for other goods. Thus, i f the, 
import coef f ic ients of a l l the sectors of the economy remained constant, 
the over-all coef f ic ient would r i se , so that, under normal conditions, 
and over a fixed period of time, even i f to ta l imports maintain a constant 

/ ra t io to 
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ratio to the product, a process of substitution must be taking place 
in certain sectors and compensating for th i s growing demand. Import 
substitution, particularly of goods for basic industries, s t i l l has an 
important part to play in the development of Latin America* 

5. External financing 

Although the import coef f ic ient was reduced from 14« 8 per cent in 
1950 to 11.8 per cent in 1969, export earnings were not suf f ic ient to 
cover import payments in the region as a whole. The trade d e f i c i t for the 
period from 1950 to 1969 - excluding Venezuela which i s a special case 
because of investment in petroleum amounted to an annual average of 
223 million dollars at current prices^ or 2*9 per cent of exports for the 
same period (see table 13) . 

As can be seen in table 13, on the basis of annual averages for 
five-year periods, the trade balance shows great ups and downs over the 
l a s t two decades. The f i v e year periods from 1955 to 1964 show a very 
s ignif icant trade d e f i c i t in both absolute and relat ive terms, which was 
accompanied by an intens i f icat ion of gross capital inflow, not pnly to 
cover the d e f i c i t and help to strengthen the capacity to import, but also 
to pay for the servicing of the capital borrowed (see tables 5 and 14)» 

In view of the accumulated indebtedness and the high serving and 
other payments thereon, many countries in the region adopted a policy of 
gradually reducing the amounts outstanding, or at least of keeping loans 
within certain l imits so as to avoid excessive service payments» As a 
result the trade balance in several countries tended to improve and in 
some cases even showed a surplus. However, th i s was not enough to curb 
the increase in the ratio of service payments on foreign capital to 
exports of goods and services (see table 15), owing to the accumulated 
indebtedness referred to above, and to the gradual increase in transfers 
of prof i ts from direct foreign investment. 

/Table 13 
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fable 2k 

UTIN AMERICA JT^ TRADE BALANCE, ANNUAL AVERAGES FOR DIFFERENT PERIODS 

(Millions of dollars) 

periods 
Exports of goods 
and servloes 

(1) 

Imports of goods 
and servloes 

(2) 

Trade 
balanoe 

owi>-(i) 

latin America (excluding Venezuela) 

1350-1954 6 013.1 6 040.6 -27.5 

19554959 6 570,2 6 895.2 .325.0 

1960-1364 7 654.6 8 132.O -527.1* 

I965-I969 10 821.8 10 833.9 -12*1 

Latin America 

1950.1954 7 486.6 7 039-0 

1955-1959 9 008.8 8 770.5 «38.3 

1960-1964 10 206.1 9 664.0 

1965-1969 13 385.6 12 738.7 

Source t EC LA, on the basis of IMP, Balanoe of Payments Yearbook» vols« 8-20, 

y Excluding Cuba and Haiti. 

/An examination 
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An examina t ion of t h e compos i t ion of t h e g r o s s i n f l o w of f o r e i g n 

c a p i t a l may make i t e a s i e r t o u n d e r s t a n d t h e t r e n d i n e x t e r n a l f i n a n c i n g 

and i t s e f f e c t on s e r v i c e payments» The r e l a t i v e d e c r e a s e of f o r e i g n 

i nves tmen t a s a source of f i n a n c i n g should be p o i n t e d o u t h e r e . For 

t h e r e g i o n a s a whole i t accoun ted f o r a n a v e r a g e 2 6 . 5 p e r c e n t o f t h e 

g r o s s i n f l o w of f o r e i g n c a p i t a l d u r i n g t h e f i v e y e a r s f rom 1950 t o 1954, 

b u t i n 1965 t o 1969 t h i s p e r c e n t a g e f e l l t o 1 3 . 9 p e r c e n t ; i f Venezuela i s 

i n c l u d e d t h e c o n t r a s t i s even more marked, s i n c e t h e p e r c e n t a g e s would 

t h e n be 3 2 . 4 and 1 5 . 4 , r e s p e c t i v e l y ( s ee t a b l e 1 4 ) . 

One p o i n t e r which shows t h e e x t e n t t o which many c o u n t r i e s had t o 

impor t more t h a n t h e y e x p o r t e d - a s a r e s u l t of c i r c u m s t a n c e s and n o t i n 

accordance w i t h any p lanned l o n g - t e r m t r e n d - i s t h a t , t h roughou t t h e 

p e r i o d , compensatory l o a n s accoun ted f o r a l a r g e p r o p o r t i o n of t h e t o t a l 

g r o s s i n f l o w f o r L a t i n America . Loans o f t h i s k ind r e p r e s e n t e d 3 8 . 8 p e r c e n t 

o f t h e g r o s s i n f l o w o f f o r e i g n c a p i t a l d u r i n g t h e f i r s t h a l f o f t h e 1950s . 

This o f t e n meant t h a t t h e c o u n t r i e s cou ld no t pay f o r goods t h e y had t o 

import and had t h e r e f o r e t o f a l l back on f i n a n c i n g by commercial banks 

and monetary a u t h o r i t i e s . The r e l a t i v e l y s h o r t repayment p e r i o d s and 

h i g h i n t e r e s t r a t e s f o r commercial bank l o a n s meant t h a t when t h e due 

d a t e s came up f o r r epaymen t s , some c o u n t r i e s i n t h e r e g i o n were f a c e d 

w i t h a c r i t i c a l b a l a n c e - o f - p a y m e n t s s i t u a t i o n . 

An e f f o r t was made t o remedy t h i s s i t u a t i o n d u r i n g t h e 1960s , 

t h r o u g h r e f i n a n c i n g o p e r a t i o n s which i nvo lved l o n g e r repayment p e r i o d s 

and a r e - o r i e n t a t i o n o f t h e c a p i t a l i n f l o w t o meet t h e needs of n a t i o n a l 

development programmes i n acco rdance w i t h t h e p o l i c y promoted by t h e 

A l l i a n c e f o r P r o g r e s s i n i t s p l a n . In f a c t t h e p r o p o r t i o n of compensatory 

l o a n s i n t h e g r o s s i n f l o w of c a p i t a l dropped f rom 3 8 . 8 pe r c e n t i n 

1950-1959 t o 1 4 . 3 p e r c e n t i n 1965-1969, wh i l e t h e p e r c e n t a g e of 

mediums and . long- te rm non-compensatory l o a n s r o s e f rom 1 9 . 6 t o 57*5 p e r c e n t . 

However, t h e p r o p o r t i o n of non-compensatory s h o r t - t e r m l o a n s a l s o r o s e , 

a l t h o u g h f a r l e s s s h a r p l y , f r om 9 . 2 p e r cen t t o 1 2 . 7 p e r c e n t . N e v e r t h e l e s s 

t h e s e r e f i n a n c i n g o p e r a t i o n s c o u l d no t p r e v e n t a c o n t i n u e d r i s e i n t h e 

s e r v i c e payments on t h e e x t e r n a l d e b t and on f o r e i g n c a p i t a l , b o t h i n 

a b s o l u t e t e r m s and i n r e l a t i o n t o e x p o r t s . 

/^Tattle 14 
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LATIN AMERICA»2* INFLOW OP FOREIGN CAPITAL AND NET CONTRIBUTION TO THE FINANCING OP IMPOSTS, <>. 
ANNUAL AVERAGES FOR DIFFERENT PERIODS O? 

(Millions of dollars) 
Ì 

1 1 f Gross inflow of loans 1 Amortization of loans 
Net 

inflow 

Depre-
ciation Profits 

on 
direot 
invest-
ment 

Met 
inflow 

IOver-all Net . - T . -:net ccn-
) Leng- and medium-term Short-term Total 

short-, 
mediuo-

and 
long-
term 

Long- and medium-term Short-term Total 
short-, 

medluiB-
and 

long-
term 

Interest 
m loans 

Net 
inflow Direct 

invest-
ment 

and 
amorti-

Profits 
on 

direot 
invest-
ment 

of 
foreign 

o f f i e i a i 
transfer ti-lbu-

t ion to 
Period ¡Auton-

jomous 
or non-
oonpen-
satoiy 

Compen-
sato ly Total 

< 

Auton-
omous 
or non-
aompen-
satoiy 

Compen-
satory Total 

Total 
short-, 

mediuo-
and 

long-
term 

Auton-
omous 
or non-
0 ohi pen-
sato jy 

Compen-
satory Total 

Auton-
omous 
or non-
compen-
satoiy 

Compen-
sato ty Total 

Total 
short-, 

medluiB-
and 

long-
term 

Interest 
m loans of 

loans 

Direct 
invest-
ment zation 

of 
direot 
invest-
ment 

Profits 
on 

direot 
invest-
ment 

direot 
invest-
ment 

payments, the f i -
nano lug 

of 
Imports 

Latin America 
(excluding 
Venezuela) 

1950-1954 216.3 224.3 1+1+0.6 93.1 204.7 297.9 738.4 166.2 I39.9 3O6.O 42.7 102.3 145.0 451.1 86.7 200.6 266.4 34.8 350.8 -II9.I 21.2 IO2.7 

1955-1959 740.1 257.I 997.2 167.2 200,7 367.9 1 365.2 471.0 159.9 630.9 72.6 I83.6 256.2 887.1 I60.9 317,2 508.6 36.2 364.4 108.0 85.2 51C.1+ 
1960-1961+ 1 622.0 586.O 2 208.0 363.O 229.6 592.6 2 800.6 890.4 410.2 1 3OO.5 IO6.5 165.5 272.O 1 572.5 337.8 890.4 475.7 50.3 501.0 -75.5 I23.3 938*2 
I965-I969 2 461.6 1+1+6.2 2 907.8 538.6 193.7 733.3 3 640.1 1 498.8 511.3 2 010.1 238.O 2.48.9 486.9 2 497.O 682.3 460.7 588.8 69.7 900.4 -38I.3 I28.9 203.2 

Latin America 

1950-1954 217.8 224.3 1+1+2.1 102.5 207.I 3O9.5 751.6 168.2 139.9 308.I 43.4 104.9 148.3 456.4 87.1 208.2 360.6 54.4 792.2 -486.0 2I.3 -25 £>¿5 

1955-1959 899.6 277.0 1 I76.7 203.3 202.4 405.7 1 582.4 622.3 159.9 782.2 81+.7 I83.6 268.3 1 050.5 164.0 367.9 842.3 50.5 1 059.5 -267.7 85.4 385.5 
I960-I96Í+ 1 661.6 702.2 2 363.8 384.3 229.8 614.1 2 977-9 979.1 534.5 1 513.6 I27.2 167.7 294,9 1 808.6 358.9 810.5 502.5 177.1 1 099.7 -774.2 I23.I 159.4 
1965-1969 2 575.4 1+1+6.2 3 021.6 567.6 200.1 768.7 3 789.3 1 524.0 523.3 2 047.3 241.2 255.5 496.7 2 544.O 707.9 537.3 689.0 86.1 1 612.4 -1 009.5 I26.5 -345.8 

Source: ECU, on the basis of IMF, Balanqe of Payments Yearbook, vols. 8-2Ó. 

a / Excluding Cuba and Haiti. 

1-3" 
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Table 15 shows that amortization payments on loans, together with 
depreciation of direct foreign investment increased from an annual average 
of 485*9 mil l ion dollars for 1950-1954 to 2,566.7 mil l ion for 1965-1969. 
Id the same way payments of interest and prof i ts rose from 437»5 to 
1>582.7 mil l ion over the same periods. Thus the t o t a l service payments 
on foreign capital rose from. 923.4 mil l ion dollars in 1950-1954 to 
4,149*4 mill ion in 1965-1969, whereas over the,same period.the value of 
exports, of goods and services only rose from 6,013.1 to 10,821.8 mil l ion 
dol lars , respect ively . 

Therefore, the t o t a l service payments on foreign capital rose from 
15.4 per cent of t o t a l exports of goods and services in 1950-1954 to 
38.3 per cent in 1965-1969. Although the figures mentioned previously 
were for Latin America excluding Venezuela, in th i s case the inclusion 
of Venezuela does not a l t er the resul ts to any great extent (see table 15) . 

However th i s average coe f f i c i en t for Latin America as, a whole 
does not show how serious the problem i s fpr some countries, where the 
corresponding f igures are over 40 per cent, as , for example, in Brazil 
and Ifexico, where they rose to 45 per cent in 1966-1968. 

It i s evident therefore that i f development in Latin America i s , 
to be speeded up, there must be a substantial change in th i s s i tuation, 
since owing to the excessive burden of service payments on foreign 
capita l , the net inflow of foreign financing has been n i l during the 
l a s t few years (see th§ l a s t column of table 14); and foreign capital 
i s sti.11 indispensable, and w i l l be for some time to come, i f internal 
resources are to be more rapidly mobilized. 

/Table 15 
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Table 15 

LATIN AMSRIGAi y PORE ION CAPITAL SERVICING IN RELATION TO TOTAL EXPORTS, 
ANNUAL AVERAGES FOR DIFFERENT PERIODS 

(Mi l l i ons of d o l l a r s ) 

Fore ign c a p i t a l s e r v i c i n g 

Amor t i za t ion 
of compen-
s a t o l y and 

non-
compensatory 

loans and 
d e p r e c i a t i o n 

of d i r e o t 
inves tment 

( 1 ) 

I n t e r e s t 
payments 

and 
p r o f i t s 

(2 ) 

Tota l 

( 3 ) 

Exports 
of goods 

and 
s e r v i c e s 

( 4 ) 

C o e f f i c i e n t 
of f o r e i g n 

o a p i t a l 
s e r v i c i n g 

( 3 ) T ( 4 ) 

( 5 ) 
La t in Aoerioa ( exc lud ing 

Venezuela) 

485.9 437 .5 923 .4 6 013.I 0.154 

1955-1959 923 .3 525.3 1 448.7 6 570.2 0 .220 

1960-1964 1 622 .4 838.7 2 461.5 7 654 .6 0 .322 

1965-1969 2 566.7 1 582.7 4 149.4 10 821.8 0.383 

l a t i n Arne r l o a 

1950-1954 510.8 879 .3 1 390 . I 7 486 .6 0 .186 

1955-1959 1 101.0 1 223.5 2 324.5 9 008.8 0.258 

I96O-I964 1 985*2 1 458 .6 3 444.2 10 206.1 0.337 

I965-I969 2 63O.I 2 32O.3 • 4 950 .4 13 385 .6 0.370 

Souree: ECLA, on t h e b a s i s of IMF, Balance of Payments Yearbook, v o l s . 8 - 2 0 . 

a / Excluding Cuba and H a i t i . 

/Ghapter II 
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Chapter II 

PROJECTIONS FOR THE 1970s 

1. General considerations 

The basic material for these projections consists of chronological 
national accounts ser ies , i . e . , series on the gross domestic product, 
consumption, gross fixed investment, changes in stocks, exports, imports, 
net factor income from the rest of the world, terms-of-trade gains, 
national income, net private transfer payments, net external financing 
(often called external saving), domestic saving and tota l investment. 
These ser ies , on which the historical analysis for evaluating the projection 
assumptions have also been based, are expressed in national currency at 
I960 prices, and are to be found in the s ta t i s t i ca l annexes to the country 
monographs, which have been published as separate documents. 

The assumptions contained in the projections can be divided into 
two categories: (a) f i r s t , those relating to the values of pre-determined 
variables, and the form taken by the system of relations or the model and 
the relations themselves; (b) secondly, those relating to the targets, 
which in th i s case are the growth rates of the gross domestic product 
whose implications for the 1970s i t i s wished to analyse. 

The projections taken together are the result of the pre-established 
targets for the product, a- given growth rate for exports, and speci f ic 
external financing conditions, and i t i s taken for granted that there 
wi l l be no change in the system of relations between the economic 
variables expressed i n the model, or in the numerical values for i t s 
coeff ic ients and parameters. These projections make i t possible to 
evaluate the nature and the magnitude of the d i f f i c u l t i e s arising out 
of the balance-of-payments position and the shortage of savings which 
Latin America must overcome i f the assumed growth targets are to be 

/Tables 16, 
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Tables 16, 17 and 18 present the annual rates of growth of the gross 
domestic product and of exports for individual countries and the region 
as a whole, and the expl ic i t external financing assumptions. The model 
used for the projections i s presented and discussed in Chapter III of 
th is report. I t must be made clear from the start , however, that in 
order to give the model a more sol id basis, the estimates included in 
i t s parameters have been proved, not only as far as their s ta t i s t i ca l 
significance i s concerned, but also by comparing some of the numerical 
values for coeff ic ients of structural importance obtained through 
application of the model, with average historical values, particularly 
in the la tes t years for which such data are available. For this purpose, 
use was made of the conclusions and considerations of the historical 
analysis, of each of the countries studied. 

Special attention has been paid in this study to the independence 
or interdependence of values and relations in the model. For example, how 
far would i t be correct to accept as given that the estimated relations 
are valid for rates which are very different from the historical rates, 
and, in general, what i s the sens i t iv i ty to certain numerical changes? 
Although this question i s not completely c lar i f ied in every case, i t has 
been taken particularly into account in adopting functions and parameters 
for some countries, especially those whose circumstances are quite 
dif ferent , historical ly from those which should apparently prevail 
v is -a-v is much higher growth rates, such as those that are assumed for 
the future. This i s valid, above a l l , in the case of countries which 
have stagnated. In other cases where, in the las t few years, there have 
been sweeping changes in external sector trends, which are not suf f i c ient ly 
reflected in the functions obtained by correlation, the functions and 
values of the parameters used for .the projections were selected on the 
basis of an historical analysis. 

/2* Basic 
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2» Basic assumptions of the projections 

(a) Growth targets for the product 
For the over-al l consideration of the projections, two assumptions 

were adopted concerning the growth of the gross domestic product for each 
of the eighteen countries. These assumptions were applied from 1971 
onwards; the product for 1969 and 1970 was estimated on the basis of the 
l a t e s t available data. The low growth rate hypothesis i n some degree 
r e f l e c t s the past evolution of the product for each countiy during the 
1960S and assumes a constant growth rate during the 1970s. The accelerated 
growth hypothesis covers, f i r s t , the growth p o s s i b i l i t i e s of each country 
and, secondly, attain a minimum target per capita growth rate of 3^5 per cent, 
annually in the second half of the 1970s* The low growth rate hypothesis 
envisages an average annual growth rate of 5*5 per cent for the Latin 
American product over the period 1970-1980, while the accelerated growth 
hypothesis would be an average annual rate of 6.8 per cent for 1970-1975 
and 7o3 per cent for 1975-1980, Table 16 shows the numerical values of 
the rates for a l l the countries considered. 

The growth rate assumed for Brazil in the accelerated growth rate 
hypothesis i s 8 per cent, which i s reasonable in view of Brazi l 's enormous 
expansion over the l a s t few years. The resul ts of a lower growth rate 
assumption - 6 per cent - are considered under the low growth rate 
hypothesis, 
(b) Export trends 

Three alternative growth rates have been considered for the purchasing 
power of exports: a low, a medium and a re la t ive ly high growth rate. The 
prospects in terms of volume of exports and the ir prices by types of 
goods were analysed separately for a l l the countries, on the basis 
partly of past trends and part ly of present export promotion p o l i c i e s . 
Some instances that may be mentioned in t h i s connexion are the plans for 
expanding production and exports of copper i n Chile and t i n and petroleum 
in Bolivia, the plan to promote exports of manufactures in Argentina, 
Brazil and Mexico, and the e f f e c t s of integration in the Central American 
Common Market. The low and medium hypothesis have been determined i n th i s 

/Table 13 
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way, and the relat ively high growth rate hypothesis by assuming more 
favourable growth rates for traditional products and more successful 
results for promotion policies« The relat ively high hypothesis must 
to a certain extent be interpreted as a desirable alternative which 
could not be achieved without more drastic changes in policy and more 
favourable external and internal conditions than those currently 
envisaged in Latin America, and i t i s determined by adding 1«5 per cent 
to the medium annual growth assumption* There i s no difference between 
the low and the medium growth rates assumed for Bolivia, the Dominican 
Republic, Paraguay and Venezuela« The purchasing power of exports of 
the whole of Latin America, would grow at a cumulative annual rate of 
4*5 per cent under the low growth rate hypothesis, and 5*4 per cent 
under the medium and 6.3 per cent under the relat ively high growth rate 
hypotheses over the projection period from 1966 to 1968~1980o Compared 
with the average annual rate of 3«1 per cent in the period from 
1951-1953 to 1966-1968, i t can be seen that the above rates are by no 
means gloomy prognostications of the future growth of the purchasing 
power of export 3* 

Table 17 gives the rates assumed for a l l the countries concerned« 
(c) Import trends 

imports have been projected as a function of demand, as far as 
possible distinguishing between investment and other consumption 
expenditure, in l ine with the relations between these variables in the 
period 1950k1968*^ According to t h i s method, the import coeff ic ient 
dependn on the size of the gross domestic product and the scale of i t s 
growth-, Under the low growth rate hypothesis for the product, the 
projections show a reduction in the import coeff ic ient from an average 
of 11*5 per cent in 1966-1968 to 9/>4 per cent in 1980* Under the 
accelerated growth hypothesis, on the other hand, the import coeff ic ient 
would r ise during the period of accelerated growth to 12*4 per cent in 
1975, but would drop again to 11*9 per cent in 1980, when i t i s assumed 
that the product w i l l be growing at a constant rate* 

1/ The functions used for each country are to be found in chapter I I I , 
where i t can be seen what type of function was used and what parameters 
were estimated for each country« 

/Table 13 
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(d) Saving and investment trends 

Gross domestic saving i s projected as a function of gross national 
income, in l ine with the trend during the period 1950-1969® In most 
countries the marginal propensity to save was greater than the average 
propensity; thus the proportion of income represented by saving would be 
expected to increase during the projection period. In seme countries* 
however, the marginal propensity was l e s s than the average and, consequently* 
the share of saving would decrease over t ime«^ 

Investment needs are determined by the assumed increases in the 
product. The capital-product coeff ic ient has been estimated for each 
country on the basis of past observations of cumulative gross f ixed 
investment and the gross daaestic product. The result of these estimates 
i s influenced by the degree to which instal led capacity has been ut i l i zed 
in the past period considered. With the stepping up of the growth rate 
of the product, in l ine with the accelerated growth hypothesis* i t may be 
expected that existing capacity w i l l be more fu l ly ut i l i zed , which would 
mean that the historical ratio represented an over-estimate of investment 
needs* This poss ib i l i ty has not been taken into account in preparing 
these projections, however* except in the case of Argentina and Uruguay* 
for which the capital-product ratio for the projection period i s assumed 
to be lower than the historical ratio* 
(e) Terns of financing 

In the l ight of experience in the l a s t decade or so, i t has been 
assumed that 80 per cent of the sum of net external financing and 
amortization payments wiH be financed by loans, and the remaining 20 per 
cent by direct foreign capital investment with an estimated return of 
10 per cent. The loans are divided into f ive categories* with different 
interest rates and amortization and grace periods* Table 18 summarizes 
the terns for the f ive types of loans; the terms now applied rather than 
those which the Latin American Governments would wish. 

2/ The functions used for each country are to be found in chapter III* 

/Table 13 
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fable 2k 

LATIN AMERICA: COMPOSITION OF LOANS AND TERMS 0F FINANCING 

type of loan Share of 
the total 

Grace 
period 

(number of 
years) 

Amortization 
period 

ar of 
years) 

Interest 
(percentages) 

1 0.25 3-0 7.0 6.00 

2 0.30 5.0 15.0 5.00 

3 0.20 5.0 ko0o 3.00 

k 0.10 1.0 1.0 8.00 

5 0.15 1.0 7.0 7.00 

Total 1.00 h i 2 5 4 5M 

Scuraea ECLA® 

/3# Results 
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3« Results, of the projections 
(a) Investment 

The above assumptions have been used to determine the investment 
required to attain the different growth rates of the product« Under the 
low growth rate hypothesis, 18«1 per cent of the product must go towards 
gross capital formation * For the accelerated growth of the product,, this 
proportion would gradually have to increase to 23«9 per cent in 1975 (see 
table 19)« 

In this case, total gross investment would have to increase by 
10 per cent annually during the period of accelerated, growth from 
1966-1968 to 1975* and the investment growth rate would diminish to 
7*3 per cent annually during the second half of the 1970s« There is 
always the possibility that investment needs will shrink as a result of 
the fuller utilization of installed capacity, particularly during a 
period of more dynamic impetus, i«e«* under the assumption that the 
product will grow at an accelerated rate« 
(b) Potential savings gap 

If the ratio of domestic saving to national income remained the same 
as in the past, under the hypotheses of low growth rates for the product 
and for the purchasing power of exports by 1975 and 1980 domestic eaving 
would be insufficient to cover investment needs in fourteen and thirteen 
countries, respectively« The deficit would,amount to some 1,450 million 
dollars in fourteen countries in 1975 and 2,000 million dollars in thirteen 
countries in 1980, which would represent 7»9 and 9«1 per cent, respectively, 
of total gross investment in those countries (see table 20)« In 1975 the 
potential savings gap would be smaller than the corresponding potential 
balance-of-payments deficit (under the low growth rate hypothesis far exports) 
in all the countries except brazil, Panama and Venezuela« The difference 
would be even greater by 1980* 

On the assumption of an accelerated growth of the product, on the 
other hand, the potential savings gap in 1975 would be greater than the 
potential balance-of-payments deficit in every country except the Central 
American countries and Mexico; the difference between the two deficits 
would be somewhat smaller by 1980« 

/Table 13 
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Table 19 

LATIN AMERICAS PAST AND PROJECTED COEFFICIENTS OF TOTAL GROSS INVESTMENT-

(Percentages of the product) 

Period 
P&st 

Total gross investment coefficient 

Projected 

Low growth 
rate 

hypothesis 
for •Wie 
product 

Aooelerated 
growth rate 
hypothesis 
for the 
product 

I95I-I933 

1960-1962 

I966-I968 

1?69 

1975 

1980 

20.3 

18.8 

18.6 

19*6 

18 ,1 

18.I 

23*9 

23.? 

Source : ECLA« 

/Table 20 



Table 20 

LATIN AMERICA: POTENTIAL DOMESTIC SAVINGS GA?* BY GROUPS CP COUNTRIES, 1?75 AND 1?80 

(Millions of dollars at 19&0 prloes) 

fypotheses of a low growth rate for the product 
and a low growth rate for exports 

1975 1980 

Number of 
countries 

Potential 
savings Number of 

countries 
Potential 
savings 

Hipotheses of an acoelerated growth rate for the 
produot and a medium growth rate for exports 

1975 
Number of 
countries 

Potential 
savings 

gap 

I98O 

Number of 
countrias 

Potential 
savings 

gap 

Countries showing 
a deflolt 11+ 1 4 5 4 . 0 y 2 CS7.6 18 10 1*05.2 18 14 898.7 

Countries showing 
a surplus -98*4.6 .1 612a 0.0 0.0 

Total 18 18 455ii 18 10 4 0 5 . 2 18 14 8 9 8 . 7 

Sources EC LÀ* 

CD 
CO 
CD 
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These f igures would seem, to indicate that in 1975 internal factors 
would do more to keep down the accelerated growth of the product than 
external factors* and that the domestic savings gap would detemine the 
volume of external financing required* I t must be borne in mind, however, 
that the snail external purchasing power of many Latin «American countries 
limited their abi l i ty to import capital goods and thus had an adverse 
e f fec t on the expansion of investment; i t was therefore imperative to 
bring in external resources to finance regular imports» For these reasons, 
as time went by, i t became impossible to tap the potential domestic 
savings, which resulted in a comparatively low marginal savings,coefficient» 
The results of the savings model must therefore be interpreted with caution» 
Nevertheless, the e f for t required t o generate suf f ic ient domestic resources 
would, on the whole, be considerable, particularly in the early stages of 
the acceleration of the growth rate» In fact , the results indicate that 
for an accelerated growth of the product, in l i n e with the medium growth 
rate hypothesis for exports ,^ the domestic resources in every country 
would be insuf f ic ient to finance the required volume of investment, and 
the potential savings gap would amount to some 9,900 mill ion dollars in 
1975, and about 14,900 mill ion in 1980, which would represent 24.,5 per 
cent and 26 per cent of total gross investment, respectively» Table 21 
shows that by 1980 the savings gap would represent 20 to 50 per cent of 
to ta l investment in thirteen countries, and over 50 per cent in three 
others® 

It should be noted that net external financing in Latin America has 
not exceeded 2,OCX) mill ion do l lars»^ 

2J The results of the projections with respect to the potential savings 
gap are veiy similar for the three export hypotheses» 

¡¡J At I960 prices» 

/Tables 16, 
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fable 2k 

LATIN AMERICA: BREAKDOWN OP COUNTRIES BY POTENTIAL DOMESTIC SAVINGS SURPLUS OR DEFICIT 
(DEFICIT EXPRESSED AS A PROPORTION OF TOTAL GROSS INVESTMENT ) 

(Number of countries and percentages) 

P o t e n t i a l dome a t i o sav ings 
su rp lus o r d e f i o i t 

Hypotheses f o r t h e grovth of t h e product 

Low growth rate 

1975 1980 

Ao ce lo r a t ed growth r a t e a / 

1975 1980 

Number of oountrles with a 
potential surplus 4 

Number of countries with a 
•yjtcir'̂ .aX deficit (percentages 
of t o t a l gross investment) 

0 to 3 

10.0 to 19*9 4 

20.0 to 29.9 4 

30.0 to 39«9 2 

40c0 to 49.9 1 

50.0 and over 0 

Source: ECLA. 

a / Based on t h e medium growth r a t e hypo thes i s f o r expor ts* 
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Here again, reference can be made to the possibility of increasing 
the product-capital ratio by making more use of installed capacity, which 
would mean that the established targets could be attained with a smaller 
volume of investment and, therefore, of financing. In any event, it must 
be borne in mind that these savings projections are based on actual 
coefficients recorded in the past and that if external and other 
restrictions were eliminated, the marginal saving coefficient might increase 
to some extent« 
(c) The potential trade gap and balance-of-»pa:yments deficit 

Although, according to the low growth rate hypothesis for the product, 
the amount of imports required is relatively small, in many countries the 
purchasing power of exports would be insufficient to pay for them if exports 
grew only according to the low growth rate hypothesis» In fact, by 1975, 
twelve of the eighteen countries considered would have a combined potential 
trade deficit of some 1*080 million dollars (see table 22)» By 1980 there 
would be fifteen countries with a deficit and their combined deficit would 
rise to some 1,810 million dollars« If these deficits were financed on 
the terns mentioned in section 2 (d) above, and if the accumulated interest 
on debts and profits on foreign capital at the beginning of the period are 
taken into account, all the countries would have a deiicit in their balance 
of payments, with the exception of Brazil and Venezuela» In fact the total 
for the countries with balance-of-payments deficits would be some 
2,920 million dollars by 1975, and would rise to sane 5,030 million dollars 
by 1980o 

As shown in the country monograph on Brazil, this result is related 
to the assumption that the import coefficient will continue to diminish 
over the period from 1950 to 1968, although at the same time an accelerated 
growth rate is assumed for exports, in accordance with the actual trend 
towards the end of the period. (This hypothesis is not very plausible, 
however, as it assumes that the import coefficient will continue to 
decline») If a declining import coefficient were combined with an 
accelerated growth of exports, there might be either an additional increase 
in the growth rate of the product, or a relative liberalization of imports 
which would bring about a change in their function» 

/Table 22 



Table 20 

LATIN AMERICA: POTENTIAL BALANCE-OF-PAYMSNTS SURPLUS OR DEFICIT, 1975 AND I98O 

Low growth rate hypotheses for the grogs doaestlo product and for exports during the 1970s 

(Millions of dollars at i960 prices) 

Number of 
oountrles 

1975 
Net 

Potential potential 
trade remittances 

balanoe 0f interest 
and profits 

Potential 
balanoe-pf-
payments 
deficit 

Number of 
countries 

1980 

Potential 
trade 
balance 

Net 
potential 
remittances 
of interest 
and profits 

Pdtentlal 
balanoe-of« 
payments 
deficit 

Countries with a deficit 
according to potential 
trade balanoe 12 1 083.7 1 526.I 2 609.8 15 1 810.3 3 071.8 4 882.1 

Countries with a surplus 
according to potential 
trade balance •2 303#0 1 75O.6 -552.6 - 2 8 4 5 . 9 1 566.9 •1 279.0 

Total 18 -1 219.3 3 276.7 2 057.2 18 -I 035*6 I M i Z i i 9 2 i i 

Sources ECLA. 
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If the accelerated growth rate hypothesis for the product were come 
about, investment would have to increase rapidly, especially in the f i r s t 
stage of the increase in growth rate*. In fact for the period from 
1966-1968 to 1975, total gross investment would have to grow at an annual 
rate of 10 per cent, while the projections for the second half of the 1970s 
show a growth rate of 7 »3 per cent annually, compared with rates of 5«5 and 
5.6 per cent respectively for the low growth rate hypothesis for the product» 
Consequently, because of the high import content of investment, an 
accelerated growth rate would require a greater increase in capital goods 
imports« Furthermore, the higher growth rate of the product would 
necessitate a considerable increase in imports of raw materials and 
intermediate products» That i s that average import-product e las t i c i ty 
during the period frcm 1966-JL968 to 1975 would be 1*16 in the event of 
an accelerated growth rate, compared with 0»67 for the. low growth rate 
hypothesis© For the period from 1975 to 1980, the e las t i c i ty in the two 
cases would be about 0#86 and 0.80, respectively» Therefore, although 
foreign exchange earnings would be larger i f exports grew at a medium rate*, 
the accelerated growth rate of the product would result in a larger trade 
de f i c i t than i f the growth rate of the product were low and that of exports 
also low. By 1975, according to the medium growth rate for exports 
hypothesis, combined v&th the accelerated growth rate for the product, 
there would be f i f t een countries with a trade de f i c i t of some 2^270 million 
dollars, while three countries would have a small surplus (see table 23)» 
By 1980 a l l the countries would have a def ic i t tota l l ing some 4,620 million 
dollars0 If debt servicing and the transfers of prof i t s on foreign capital 
were calculated, i»e», roughly potential indebtedness, a l l the co-gmtries 
would have a potential balange-of-payments de f i c i t amounting to 6,060 million 
dollars by 1975, and sane 12,620 million dollars by 1980. Table 24 shows 
that by 1975 the balance-of-payments def ic i t for four countries would be 
equal to l e s s than 20 per cent of the purchasing power of exports, for ten 
countries between 20 and 40 per cent, and for the remaining countries, over 
40 per cent. It can also be proved that by 1980 the situation would be even 
worst; there would only be one country in which t h i s percentage would be 
under 20 per cent, and only f i ve countries in which i t would be under 
40 per cent. 

/Table 23 



Table 20 

LATIN AMERICA: POTENTIAL BALANCEwCSP-PAYMSNTS DEFICIT, BY GROUPS OF COUNTRIES, I975 AND I98O 
Accelerated ¡grovth rats hypothesis f o r tho grcsa domestic product durl.ig the 1970s 

(Mil l ions of do l lars a t i960 pr i ces ) 

i 
© 

£ 

Countries with a d e f i c i t 
aeoordlng t o potential 
trade balance 

Countries with a surplus ( p r o f i t ) 
according t o potent ial 
trade balanoe 

Total 

Countries with a d e f i c i t 
according t o potential 
trade balanoe 

Countries with a surplus ( p r o f i t ) 
aooording t o potent ial 
trade balanoe 

Total 

15 

3 

18 

13 

5 

18 

1975 1980 

Number of 
countries 

Potential 
trade 

balanoe 

Not 
potent ia l 

remittances 
of Interest 
and p r o f i t s 

Potential 
ba lanoe -o f - ^ ^ o f 

payments 
d e f i c i t 

oountrles 
Potential 

trade 
balance 

Net 
potent ial 

remittances 
of Interest 
and p r o f i t s 

Potential 
ba lanoe-o f -

payments 
d e f i c i t 

Medium growth rate hypothesis f o r exports 

2 269,6 

- 1 1 8 , 5 

2 151>1 

3 632,2 

2 7 5 . 9 

1 Ä 1 

5 901.8 

157.̂  
6 059.2 

18 

0 
18 

4 623.6 6 4 4 7 . 5 11 071*1 

0*0 0.0 0*0 
4 6 2 3 . 6 6 447«5 11 0 7 1 . 1 

Relat ively high growth rate hypothesis f o r oxports 

1 491.7 

- 3 1 2 . 9 

1 178 .8 

2 8 4 4 . 9 4 336.6 14 

929.0 616.0 4 

3 773«, 9 4 952.61 l8 

2 52I.7 

-543.0 
1 975,7 

3 ?40o4 

2 126.8 

S 8 6 7 . 2 

Source? ECLA. 

6 262.1 

1 583*8 
7 845.9 l ì <D S 

vî io 
a> O VJ! 
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fable 2k 

LATIN AMERICAS BREAKDOWN OP COUNTRIES M POTENTIAL BALANCE«0$UPAYMENTS SURPLUS OR DEFICIT 
(DEFICIT EXPRESSED AS A PROPORTION OF THE PURCHASING POWER OF EXPORTS 

OF GOODS AND SERVICES) 

Aooelerated growth rate hypothesis for the product 

(Number of countries and percentages) 

Potential balano e-of-payments 
. surplus o r d e f l o l t 

Iftrpotheses f o r the growth of exports 

1966*1968 Medium growth rate 

1975 l$3o 

Relatively h i g i 
growth rate 

1975 198« 

Number of countries with a surplus 2 0 0 X 1 

Number of countries with a deflolt 
(percentages of purchasing power 
of exports) 

0.0 to 9,9 1 2 1 3 0 

10.0 to 19*9 7 2 0 2 k 

20.0 to 29#9 5 2 1 k 2 

30.0 to 39.9 3 8 3 6 k 

40.0 to 1+9*9 0 2 k 1 k 

50,0 to 59-9 0 0 k 1 2 

60.0 to 69,9 0 2 2 0 0 

70 and over 0 0 3 0 1 

Source: ECLA« 
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If the hypothesis of a relatively high growth rate for exports is 
( 

applied, the accelerated growth rate for the product becomes more 
• * J». 

practicable, although there would s t i l l be a very large def ic i t» By 

1975 there would s t i l l be thirteen countries with a trade d e f i c i t , but 
« 

the amount of the i r combined d e f i c i t would be only 1,490 mil l ion dollars 
(see, table 23)« By I960, fourteen countries would have a t o t a l d e f i c i t 
of 2,520 mil l ion dollars« Taking payments of interest and pro f i t s into 
account, only Panama would show a surplus in i t s balance of payments; by 
1975 the d e f i c i t of the remaining countries would have reached 
4,930 mil l ion dol lars , and t h i s would have risen to 7,770 mil l ion by 1980» 

Conclusions •NManMMvt*» aasmn* 

The following conclusions can be drawn from the results of the 
projections. For the low growth rate hypothesis of the product to be 
achieved, d i f f i c u l t i e s over the financing of investment would a f fec t 
only a quarter of the countries» However, in t h i s case the re lat ive 
shortage of external resources would l imi t the growth of a greater 
number of countries i f exports ware t o grow according to the low growth 
rate hypothesis* On the other hand, on the hypothesis that the growth rate 
of the product would gradually be accelerated, the small amount of 
internal resources that would be generated, together with the external 
factorvwov&d greatly r e s t r i c t economic growth* I f the gso'wth rivca of 
the highest income sectors were reduced, through a more intensive 
mobilization of internal resources than that to be expected frcaa past 
performance,, solution for these problems might be found» This can be 
seen from the document mentioned in the next paragraph. In any event 
t h i s would cause a trsaendous internal strain upon the economies« 
Furthermore, even i n the case of a re la t ive ly high growth rate for 
exports, the amount of external resources needed t o finance the necessary 
imports would be very large , and the result would be excessive indebtedness« 
I t may therefore be concluded that i f an accelerated growth rate i s to be 
achieved, i t w i l l require substantial changes in the trends of some of the 
internal variables and in the terms of international financing» 

/In a 
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In a joint ECLA/TIFES study,**/some of the main solutions for the 
potential savings and trade gaps were discussed» Sufficient national 
savings to finance more investment could be generated i f the highest 
inccme groups consumed l e s s , which would mean a basic change in the 
structure of production, at the expense of luxury production. Furthermore, 
better ut i l i zat ion of instal led capacity would reduce the amount of 
investment needed to achieve the accelerated growth rate of the product, 
which would also reduce the amount of financing to be obtained» It may 
also be mentioned that personal savings are frequently, especially in 
inflationary contexts, put into investments which are not directly 
productive, and therefore tend to increase the capital-product ratio® 
Measures to deal with these problems must be part and parcel of any policy 
aimed at finding a solution for the enormous projected savings gap» Three 
courses of action for solving the problem of balance~of-payments de f i c i t s 
are discussed in the above-mentioned study: 

(1) Revitalizing regional import substitution by accelerating the 
integration of the Latin American countries» The expansion of domestic 
markets, which would promote the production of capital and intermediate 
goods, would also encourage more e f f i c i ent and faster production« 

(2) Intensive promotion of exports of manufactures outside the 
area* This policy and that mentioned in the preceding paragraph are 
complementary since they provide a parallel approach to the problem of 
external bottlenecks which has every chance of success, and they are 
mutually self-supporting; greater eff ic iency achieved through integration 
f a c i l i t a t e s entry into the world market» 

(3) Finally, obtaining more foreign credit on better terms may 
help to finance the balance-of-payments def ic i t and thus accelerate 
the growth rate. 

EGLA/ILPES, "El estrangulamiento externo y l a escasez de ahorro 
en e l desarrollo de America Latinas Análisis de los problemas y 
algunas de l a s solucione^" * 27 May 1970. 

/Chapter I I I 
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Chapter III 

DESCRIPTION OF THE MODEL 

1. General 

The model used to obtain country projections for 1975 and 1980 i s 
based on the relationships between the over-al l product, capital formation 
and external sector variables, with expl ic i t expression of the conditions 
of compatibility or consistency exist ing in the economic development of the 
Latin American countries. The past rate of growth i s analyzed to the extent 
that i t was determined by the evolution of the external sector and capital 
formation. 

The model i s used to examine the main factors determining the process 
of growth: (a) production; (b) saving; (c) foreign trade; and (d) external 
financing« I t consists basically of twenty-^seven relations, which can be 
divided into two groups. The f i r s t group comprises the production, domestic 
saving and import functions, which are stochastic functions estimated with 
chronological data, and the second accounting ident i t ies or definit ions 
which give national income, consumption and investment. Total investment 
i s defined as being equal to domestic saving plus external saving. The 
second group includes a l l the other relations, including a description of 
the trend followed by the external debt. Exports are projected as exogenous 
variables in accordance with the particular conditions in each country. 
With the model i t i s possible to study the e f fect of the deterioration, in 
the terms of trade, which i s of considerable importance in the development 
of the Latin American economies. 

With regard to external financing the ident i t ies presented i n the 
model are su f f i c i en t ly exp l i c i t . In factor income from the rest of the 
world, a dist inct ion i s made between remittances of profits and interest 
payments on the outstanding and new external debt. In applying the model 
to the different countries, expl ic i t assumptions are made concerning the 
c lass i f i cat ion of the new debt according to interest rates, and repayment 

/and grace 
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and grace periods, and concerning depreciation and amortization of foreign 
capital . The poss ibi l i ty of establishing different assumptions regarding 
external financing by modifying the constants makes i t easy to consider 
variants and alternatives "without changing the basic structure of the model. 

On the basis of th i s aggregate model, i t i s a simple matter to obtain 
sectoral models replacing tota l import functions, for example by import 
functions for groups of goods and services: durables and non-durables consumer 
goods, capital goods, raw materials and intermediate goods, insurance and 
freight, tourism and "other services". 

2. The variables of the model 
The variables treated as endogenous or interdependentare: 

gross domestic product 
gross national income 
tota l consumption 
adjusted consumption 
gross fixed investment 
to ta l gross investment 
changes in stocks 
domestic saving 

net external financing (external saving) 
to ta l imports of goods and services 
potential trade gap or balance 
remittances of profits 
net factor income from rest of world 
interest payments on to ta l external debt (outstanding and new) 
interest payments on the new external debt 
interest payments on the new debt, c la s s i f i ed by interest rates 
and repayment and grace period (k = 1,2, . . . , m) 
amortization of the external debt 
amortization of the new external debt 
amortization of the new external debt, c lass i f i ed by interest 
rates, e tc . (k » 1,2, . . . , m) 

P s 

Y s 

C -
C* = 
I * 

h 
H 
An 
Ax 
M = 
B K 
Ru = 
Rx 
Rid 
Ridn 
Ridn, k = 

Amd = 

^ d n 
k » 

/ A n, k ( t ) 
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A k ( t ) ® aliquot part of the new external debt contracted in year t , 
n* c la s s i f i ed by interest rates, e tc . (k « 1,2, . . . , m) 

Dn ( t ) s new external debt contracted in year t 
D ( t ) s new external debt contracted in year t , c la s s i f i ed by interest 

* rates, e t c . 
e ' D c depreciation and amortization of foreign capital 
r 

FB - gross external financing 
I e s gross inflow of foreign capital 
e K s gross foreign capital 

The variables considered to be exogenous or pre-deterained are: 
E s to ta l exports of goods and services 
G s terms-of-trade gains 
T - net private transfer payments or donations 
Am 

da amortization of the outstanding external debt 
R j ^ s interest payments on the outstanding external debt 

e terms of trade relationship 
The constants established in the model are as follows: 

r » coef f ic ients ref lect ing policy on forms of financing ^ k s coef f ic ient of share of type-k debt in the new external debt 
(k - 1 ,2 , . . . , m) * 

i^. = interest on type-k debt 
P^ s grace period for type-k debt 
n^ = repayment period for type-k debt 

3« Relations of the model 

(1) P(t) - a 1 + b 1 ^ 1(h) 

(2) H(t) s a2 + b2 P(t) +' c2C * d2 l(t) 

(3) An(t) - a3 4- b3 Y(t) 

(4) H(t) s b 4 P(t) 

(5) B(t) - M(t) - fE(t) * G(t)J 

(6) P(t) = C(t) + I(t) + H(t) * E(t) - M(t) 
/(7) K t ) = 
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(7) Y(t) s P(t) * Rx(t) * G(t) 

(8) C(t) - Y(t) 4. T x ( t ) - An(t) 

(9) C*(b) =C(t) * H(t) * E(t) - M(t) 

(10) Ax(t) = M(t) - E(t) - G(t) - Rx(t) - T x ( t ) 

(11) I t ( t ) = I ( t ) + H(t) 

(12) A(t) c An(t) + Ax(t) 

(13) \ ( t ) a b5Ke ( t -1) 

(14) Amd(t) = Amda ( t ) Amdn ( t ) 

(15) FB(t') s Ax(t) + Amd(t) * D® ( t ) 

(16) D® ( t ) = b 6 K e ( t -1) 

(17) Dn(t) - r iFB(t) - D® (t)J W P 
(18) I e ( t ) « (1 - r) ¡FB(t) - O® ( t ) ] * O® (t ) 

(19) K e(t) s Ke (0) 4- I e (h) D® ( t ) 
1 0 p 

(20) Dn,k ( t ) c k Dn ( t ) for k s 1, 2, n^ 

m s 
ZZ 1; * 0 

(21) A n i k ( t ) - D ^ t ) / ^ for k s 1, 2, m 

(22) R i d ( t ) e R ^ t ) + R i d n ( t ) 

(23) Rx(t) 8 Ru(t) * R i d ( t ) 

(24) R i d n ( t ) = § = 1 R i d m i k ( t ) 

/ (25) 
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(25) 
t - 1 ____ 

0«1 

<t-l 

D ^ (J) s i l ^ t ^ * ! 

\ lib \ k (0) -K j j e l n , i C 

t - P , . - l 

R i d n , k ( t ) = < ; 

for kr 1, 2, . . .m 

s i 1 * * r^ * 1 

t - 1 
D . (J) -

jat - (pk 4 r^) 

S 

% t - * s j 

n,k 

Si t > p k n ^ t i 

m 
(26) Amdn(t) Amdnik ( t ) 

(27) t-Pj. 
An,k 8 1 + 

^ d n , ^ = ' 

for k= 1 , 2, . . .m t -

3 = t -¿ i^ f r y - 1 

si t>pk * r^ 
\ 

A . General 
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4. General comments on the model 

The model i s complete, since i t has as many endogenous or interdependent 
variables as there are equations» In order to obtain the projections which 
are the object of the present study, however, the product i s treated as an 
exogenous variable, so that annual growth targets can be established for the 
period considered, and the ef fect of these targets on the potential trade 
and balance-of-payments d e f i c i t s and surpluses analysed. Once the product 
i s f ixed, the model i s over-determined» I f i t i s to remain consistent 
some of i t s relations must be eliminated. Thus, the above model can be 
divided into two complete models» The f i r s t , af ter the domestic saving 
equation i s eliminated, would be the import of foreign trade model« The 
second, after the import equation i s eliminated, would be the saving model« 
Each of these models gives a different group of projections for the 
endogenous variables. 

The saving and import models operate as economic policy models, when 
a growth target i s established for the gross domestic product, and i t i s 
important to take into account the e f fec t s of each rate of growth on the 
actual structure of the model. In both models the growth rate of the gross 
domestic product can be expressed as a function of the exogenous variables, 
the pre-determined variables and the ratio of external saving to the gross 
domestic product in year t , as follows: 

Import model: 

(28) r ( t ) - a * b E ( t ) * G ( t ) * c A X ( t ) 

P P(t) P(t) 

A x ( t ) 
Saving model 
(29) r p ( t ) = . 4 4 m 

The potential trade de f i c i t or surplus i s defined as: 

(30) B(t) r M(t) - / $ ( t ) * G(t)7 

The potential balance-of-payment d e f i c i t or surplus would be: 

(31) Ax(t) s M(t) - /E(t) + G(t)7 - Rx(t) - T x ( t ) 

In other words, net external factor income and private transfer 
payments or donations are also computed in this case. 

/The potential 
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The potential savings d e f i c i t or surplus i s equal to: 

(32) Ax(t) - I ( t ) = An(t) 

This also represents external saving or net external financing, 
from which imports can be derived using equation (31) as follows: 

M(t) = Ax(t) * /E(t) + G(t)7 + Rx(t) * T x ( t ) 

since exports, net external factor income and private transfer payments 
are assumed to be pre-determined# Hence, the import equation i s replaced 
by an implicit or residual relation» 

In the import model,projected external saving A ( t ) i s obtained 
directly from (31); and from this and (30) i t i s possible to obtain domestic 
saving: A^ ( t ) s ( t ) - Ax ( t ) , which i s no longer defined by an equation 

but by an implicit or residual relation. 
Clearly, the growth assumptions for exports barely influence the 

projected potential trade gap based on the import model. 
I f the import function i s of the following type: 

(33) M(t) = a 4 b2 /J{t) - l ( t}7 + d2 I ( t ) 

and the product i s given growth rate r^ the result w i l l be: 
I ( t ) b 

V t } = ^ t T 1 

and therefore: 

(34) M(t) = a + /E2 * rp ( t ) d 2 - b2)7 P(t) 
b l 

Thus the marginal propensity to import varies in relation to 
diminishing or increasing according to the sign of the difference of the 
coeff ic ients d^ and b^» 

/ I t i s 
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It i s interesting to note that i f identity (29) i s written using 
the import model and substituting the expression (32) for imports, the 
result i s : 

(35) A ( t ) = a - /E(t) + G(t) * R ( t ) * T ( t )7 * A •* A X 

r ( t ) 

b l 

and, similarly, using (32), (3)> (4) (7) and (11), in the saving model, 
the result i s : 

r ( t ) 
(36) A x ( t ) = - a 4 -b 4 /E x ( t ) * G(t)7 * /=b 4- b * 2 7 P(t) 

b l 

Now, i f the growth ra.te of the product i s derived from (35) and 
(36), the result i s : 

Import model: 
b0 b-. ab- , b-

(37) r ( t ) = - J L _ L i — . 1 — 4- — * 
P d 2- b 2 d 2 - b 2 W d 2 " b 2 

4 Rx(t) • y t ) + ^ ; E ( t ) G ( t ) + 

P(t) d 2 - b 2 * P(t) 

\ ; Ax(t) 
4 

d 2 - b 2 P(t) 

Saving model 

(38) r p ( t ) = b 1 / B 4 - b 5 J * % bx ^ + 

+ b b . V * ) * °<*> * b, . V * > 
x 4 ^ 1 p^tT 

Hence, the growth rate of the gross domestic product can be expressed 
as a function of the exogenous variables or, the predetermined variables 
and of relative balances of payments or the ratio of external saving to the 
gross domestic product in" year t» 

/Figure II 



Figure I 

0.15 il 
RELATIONSHIP BETWEEN THE GROWTH OF THE GROSS DOMESTIC PRODUCT 

AND THE EXTERNAL SAVING COEFFICIENT 

0.10 

0.05 

H* cm 

0.00 
0.05 

Note:re= Annual growth rate of exports 
0.10 0.15 0.20 Ax, It 

P P 



E/CN.12/865 
Page 68 

Figure I shows equation (28) for two export values and quation (29), 
and also the rate r^ for a speci f ic value of the marginal capital/output 
ratio, making i t possible to estimate investment requirements for a given 
growth rate of the product, and to determine domestic saving by comparing 

those requirements with net external financing needs according to the saving 
or import model. This i l lus trates a special case, since the values of the 
parameters (23) and (29) are variables for each year and depend on the values 
of the product /P(t )7, terms-of-trade gains net factor income from 
the rest of the world /Hx(t)7 and net private transfer payments or 
donations /ÏX:(t)7 1 / 

The dynamic structure of the model, i s described in a simplified diagram 
of i t s basic causal relations (see figure I I ) . Cumulative gross fixed 
investment i s an explanatory variable of the production function. Domestic 
saving i s expressed as a function of national income, and imports as a 
function of the product and gross fixed investment. 

5. Analysis of the équations of the model 
With few except ions ,^ the macroeconomic part of the model was 

determined in the following manner (to simplify the example the constant 
has been omitted): 

t - 1 
PsrPn I Z 1(h) (1) 

X hrO 

V P 2
p ( 2 ) 

M mfy P I (3) 

4 a X + E - M (4) ri 

1/ The two steeply inclined parallel l ines close together represent 
equation (29) and give the growth rate of the gross domestic product 
in terms of external saving, A /P, for the import model, with two 
rates of exports (r « 0.06 ana r 8 0.07, as indicated in the f igure) . 

e e 
The higher of the other two straight l ines gives the growth rate of 
the gross domestic product in terms of A /P, for the saving model, 
and the lower the growth rate of the gross domestic product in terms 
of relative investment, I^/P. 

2/ In fact , A . i s a function of Y. In the case of Uruguay, A. s f (Y*E,G) 
And in some cases imports are a function only of P( t ) . As a rule, when 
there was no s ignif icant correlation additional explanatory variables 
were added. 

/Figure I I 
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This specif ication was adopted for a l l the countries to f a c i l i t a t e 
comparison of the structural parameters that are important in the Latin 
American countries. 

The reduced model for the current period can be derived from the 
expressions (1) (4): 

t-1 
P = Pn ZT Kh) (5) 

x h=0 

A n = ^ 2 B l S I ( h > (6> h=0 

(7) 

Pi (P* + >ro P J t - i 
M . Pl p3 3 2 >~7 1(h)- Y 3 E (8) 

(1 h=0 x 

It can thus be judged whether the values of the parameters in the 
direct expression (1) - (4) are plausible in the reduced forms (5) - (8) . 

The production function i s l inea l , and cumulative investment i s taken 
as an explanatory variable. The correlation coeff ic ient was fa i r ly high in 
a l l cases, but the values of the Durbin-Watson ratio were l e s s than one in 
nine cases and between one and two in the other nine. This points to a 
possible specif ication error and an upward bias in the estimates obtained 
by the least squares method.^/ Moreover, i t i s common in most countries for 

t-1 
y When i t i s specified: P(t) r ¿T * L» 1(h) 4 u ( t ) , 

x ' x h=0 

+ t - 1 t t - 1 0 t t ^ 
r tz K b ) « p. z m i (h)7 + TZ U(t) ZZ 1(h) 
J h~0 x 1 ~ h»0 1 h«0 

^ t t—1 t t—1 
* r s z u(t) f z Kh) 7 r e c c K h ) ) 7 " 2 

" 1 h=0 " 1 hsO 
and the estimate using the least squares on (j3-) contains an upward 
bias i f u( t ) increases with time (this does in fact happen in most 
cases) . 

/ the annual 
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the annual value of the incremertal capital-output ratio to fluctuate 
considerably and to vary approximately in inverse ratio to the growth 
rate of the gross domestic product. This would suggest changes in marginal 
productivity as a result of changes in the rate of ut i l i zat ion of capital 
i t s e l f or variations i n other factors of production (such as manpower) or 
for other reasons. I t would be an error to assume that the fluctuations 
in the incremental ratio are only short-term or cycl ical . For that reason 
i t would be advisable to modify the production function by introducing 
labour, technical progress and the coeff ic ient of ut i l i zat ion as expl ic i t 
factors, and in order to estimate the different specifications (Leontief, 
Cobb-Douglas, CES, e t c . ) The distribution of the incremental capital 
output ratios i s as follows: 

10,0 -- 5.0 1 
5 . 0 - - 3.3 7 
3.3 -- 2.5 7 

. 2 . 5 -- 2.0 3 

These values coincide for the most part with the estimates of other 
int ernatio nal o rgani zatio ns. 

The import function was specified as a function of investment and 
non-investment expenditure, as follows: 

M(t) = ^ * p3 r n t ) - K t ) 7 * ¡r3 K t ) (9) 

The coeff ic ients were calculated by the usual least squares method in some 
cases, and by the aggregation of microequations under major headings.^ 
This separation of imports or explanatory variables i s necessary in order 
to project imports, taking account of their relative importance for the 
development process, and in order to define an area in which i t i s feasible 
to modify the propensity to import. The previous equation may also be 
written as follows: 

/ 

4/ For instance, tota l imports were divided into imports of consumer 
goods, fuels , construction materials, e t c . , and the import coeff ic ient 
of each item was determined; the aggregation was obtained from the 
equations by simple addition. I t must be admitted that aggregation 
biases may occur. 

/M(t) = 
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M(t) r 

3 (10) 

In th i s specif ication, the marginal propensity to import i s a function of 
the investment coeff ic ient» When the import function i s generalized in 
this way, some problems remain, such as import substitution and purchasing 
power of exports. In some countries (Brazil, for instance), the process of 
import substitution i s already at an advanced stage, and the average 
propensity to import i s therefore fa i r ly low, while in other countries 
there are s t i l l good prospects for import substitution. I f a country i s 
increasing the extent of i t s import substitution, the propensity to import 
must be a function of capital formation. Therefore, i f th i s variable i s 
omitted, there w i l l be a specification bias and there wi l l be a substantial 
error in the projection. Here, there are good prospects of revising the 
equation with a disaggregated analysis by sector. Trends in holdings of 
foreign exchange or in purchasing power also have an important influence 
on imports. According to specif ication (1) - (4)* the increase in exports 
wi l l have a negative e f fec t on Imports (normally, the coeff ic ient i s 
strongly posit ive) , owing to the decline i n investment. In practice, the 
increase in purchasing power due to increased exports must exert a positive 
influence on imports. The introduction of exports in the import equation 
wi l l give r ise to a methodological problem, but t h i s might be interesting to 
study in the f u t u r e ^ 

The domestic saving function was specified as a function of income. 
In many cases the correlation coeff ic ient was suf f i c ient ly high, and i n 
a few cases i t was low. The search for the explanatory variables that were 
missing for the countries where the coeff ic ient of determination was l e s s 
than 0.8 was successful. But a certain degree of disaggregation would be 

5 / The original theory, developed by Chenery-Strout, took account of the 
two current d e f i c i t s and surpluses, and the four batfic structures 
(production, saving, imports and exports) were independent of each 
other. If they are nq longer independent, i t wi l l be more complicated 
to calculate and explain the significance of the two d e f i c i t s . 

/advisable (for 
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advisable (for instance, wage and non-wage income or the sectoral breakdown 
of income) in order to revise the results of the estimate. In some countries 
the constant was posit ive, and in the others negative, so that the average 
propensity to save was declining or increasing according to the country. 
The investigation of the causes of these trends w i l l be one of the important 
tasks for the i\iture. The estimates of the marginal propensity to save 
also show great variations. It would therefore be advisable to make a more 
detailed analysis of this saving function. 

The structures of the three basic functions were revised when fresh 
information on recent trends became available. 

The equation for changes in stocks was specified as a fixed part of 
the gross domestic product, since the necessary historical data in respect 
of this type of investment were not available. But as the share of fixed 
capital investment i s small, i t cannot greatly af fect the results of the 
projections according to the different specif ications of this function. 

The results obtained for the countries are given below, and show the 
values of the coef f ic ient of determination and the Durbin-Watson ratio for 
each regression equation, and the base period for calculating average 
propensities. The country monographs contain detailed explanations of these 
numerical resul ts . 

/Production functions 
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Pro duction functions 

Argentina 
t - 1 

P(t) - 546.0 4- 0.23256 ET. 1(h) 
hsO 

t - 1 
P(t) = 702.05 4- 0.1687 ZZ Kh) 

(15.75) (0.000,9) h=0 

Bolivia 
t - 1 

P(t) a 4072.0 4- 0.33895 1(h) 
(25,6) (0.00575) h=0 

t - 1 
Brazil 

P(t) i 1348.4 4- 0.35875 1(h) 
(38.3) (0.00843) h=0 

t - 1 
Colombia 

P(t) e 24292.4 * 0.29049 L i 1(h) 
(180.6) (0.00541)h=0 

Chile 
t - 1 

P(t) = 4063.6 4- 0.28527 d 1(h) 
(41.3) (0.00980) h-0 

Ecuador 
t - 1 

P(t) = 9135.7 4- 0.36517 L i 1(h) 
(118.2) (0.00687) h-0 

(modified function) 

(historical function) 

R2 = 0.9544 
n = 18 
d = 1.722 

R = 0.9977 
n - 10 
d s 1.916 

R2 « 0.9901 
n - 20 
d « 0.574 

R2 - 0.9969 
n s 12 
d - 1.384 

R2 s 0.9918 
n = 9 
d = 1,701 

R = 0.9940 
n = 17 
d - 1.027 

/Mexico 
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Mexico 
t - 1 

P(t) = 79960.1 + 0.38068 E I 1(h) 
(1783.8) (0,07356) hsO 

Panama 
t - 1 

P(t) = 223.4 + 0.1A1M I T .1(h) 
(4 .2 ) (0.00690) hsO 

I ( t ) = 2.51 /F (t+1) - P(t)7 

Paraguay 
t - 1 

P(t) = 25079.1 + 0.26457 C V * 1 ) 
(420.4) (0.00876) hssO 1 

Peril 
t - 1 

P(t) = 32933.7 0.2753 E I Kh) 
(1027.25)(0.0089) h-0 

Dominican Republic 
t - 1 

P(t) = 472.2 + 0.22448 E I 1(h) 
(18.1) (0.01563) hs»0 

Uruguay 
t - 1 

P(t) = 1405.3 * 0.235 E H K h ) 
(386) (0.0158) h-0 

t - 1 
P(t) a 7968.8 + 0.235 S Z I(fa) 

h=0 

R2 = 0.9940 
n = 18 
d - 0.844 

(h i s tor ica l function) 
R2 = 0.9959 
n - 19 
d - 1 . 2 5 8 

(modified function, 
1966-1969) 

R2
 = 0.9827 

n - 18 
d - 0.863 

R2
 = 0.9634 

n - 18 
d = 0.4783 

R2 s-0.9280 
n - 18 
d = 1.799 

(modified equation) 
R2 = 0.9448 
n - 15 
d = 0.61 

/Venezuela 
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Venezuela 
t - 1 « 

P(t) - 22525.6 4- 0.27725 I T Kh) R - 0.9822 
(423.7) (0.01247) h=0 

Central America 

Guatemala 

6 
(10.1) (0.00846). h=0 

Honduras 

n - 11 
d s 1.300 

t - 1 P 
P(t) - 664.8 4- 0,43671 E I Kh) R ~ 0.9936 

n - r 19 
d s 0.767 

El Salvador 
t - 1 

P(t) - I310.I * 0.41839 H Im(h) R » 0.9690 
(36.9) (0.02485) h*0 1 

n s JJ-
d = 0.733 

^ .2 P(t) = 496.8 * 0.31776 E I 1(h) R = 0.9790 
. (12.8) (0.01108) h-0 „ n o n s 17 

d - 0.686 

Nicaragua 
t - 1 5 

P(t) = 1786.9 4- 0.32106 E I Im(h) R - 0.9720 
(64.8) (0.01316) h=0 1

 n I 19 

d s 0.615 

Costa Rica , 
t z l 

P(t) = 1425.4 4 0.32414 1 1(h) R = 0.9929 
(35.2) (0.00683) hsO n - 18 

d s 1.576 

Import functions 

Argentina 

Consumer goods (Mc): period analysed 1950-1968 

Mc(t) = 0.0031 P(t) 
/Fuels (Mcb) 



E/CN.12/865 
Page 77 

Fuels (Mcb)i period analysed 1959-1968 

Mcb(t) = 0.0069 P(t) 

Raw materials and intermediate goods (mmp): period analysed 1950-1968 

Mnp(t) = 0.034 P(t) 

Construction materials (Mmc): period analysed 1950-1968 

Mmc(t) - 0.0243 I ( t ) 

Capital goods (Mk): period analysed 1950-1968 

Mk(t) - 0.13 I ( t ) 

Miscellaneous (Mvar.): period analysed 1950-1968 

Mvar.(t) - 0.0032 Mb(t) 

Services (Mser.): period analysed 1950-1968 

Mser.(t) - 0.35 Mb(t) 

Travel (Mviaj.): period analysed 1955-1968 

MviaJ.(t) 8 0.0033 P(t) 

The sum of these partial coef f ic ients gives the following equation: 

M(t) - 0.0629 P(t) 4- 0.2090 l ( t ) 

The independent term was arrived at by applying these coeff ic ients to the 
import, product and investment data for 1968, 

The resulting function i s as follows: 

M(t) - -3.12 * 0.0629 P(t) * 0.2090 l ( t ) 

Bolivia 

M(t) = 0.2548 P(t) 

Brazil 

M(t) r 119.7 + 0.50524 I ( t ) -0.07440 C* (t) 
(12.4) (0.05559) (0.01270) 

/Colombia 

(average for 1950-1962) 

R2 = 0.9185 
n = 15 
d = 2.433 
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Colombia 

Consumer goods (Mc) 
Mc(t) - 190.80 (average for 1964-1968) 

Capital goods (Mk) 
Mk(t) = -160.30 * 0.31699 I ( t ) R2

 = 0.6996 
(246,98) (0.05037) n - 19 

d a 0.8329 

Construction materials (Mmc) 
Mmc(t) = 44.26 (average for 1964-1968) 

Raw materials (Mmp) 
Mnp(t) = -51.60 4- 0.11351 I ( t ) 4- 0.03655 C*(t) R2 = 0.6978 

(259.61) (0.07253) (0.01137) n - 19 

d = 2.9035 

Services (Mser.) 
Mser(t) - 175.85 4- 62.30 t t=20, 21, e tc . 

Total 

M(t) = 199.0 4- 62.30 t 4- 0.43050 I ( t ) 4- 0.03655 C* ( t ) 

Chile 

Consumer goods (He) 
Mc(t) - 169.0 (1 4- rmc)1 

Fuels (Mcb) 
Mcb(t) - 57.8 (average for 1959-1968) 

Construction materials (Mmc) 
Mmc(t) = 23.7 (average for 1959-1968) 

Raw materials (Mmp) 
210.05 4- 0.08986 

(77.39) (0.01482) 
Mmp(t) = 210.05 4- 0.08986 P(t) R2

 = 0.8596 
n = 8 
d = 2.576 

/Capital goods 
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Capital goods (ilk) 
Mk(t) = 0.21846 I ( t ) (average for 1963-1968) 

Services (Mser.) 
Mser(t) = 137.0 (1 4- rs)1 

Total (m) 
M(t) : a 2 ( t ) 4- 0.08986 P(t) 0.218463 I ( t ) 

Ecuador 

(264.8) (0.01988) 
M(t) - -346.0 4- 0.20500 P(t) R2 - 0.876 

n = 17 
d - 0.989 

Mexico 

(654.4) (0.00405) 
M(t) = 6685.7 4-'0.07009 P(t) R2

 s 0.946 
n s 19 
d = 1.812 

Panama 

Non-durable consumer goods (Mend) 

•27.3 * 0.03882 
'(2.9) (0.00724) 

Mcnd(t) : 27.3 4- 0.03882 C* ( t ) R2 « 0.6283 
n = 19 
d = 1.0455 

Durable consumer goods (Med) 
- 1 . 2 4- 0.05515 
(0.9) (0.02229) 

Mcd(t) = - 1 . 2 4- 0.05515 C* ( t ) R2 - 0.9730 
n = 19 
d - 1.1941 

Fuels (Mcb) 
Mcb(t) = 10.8 4- 0.06253 R2 r 0.9129 

(5.2) (0.00864) P 
n = 7 
d - 2.2134 

6/ Pp = production index for petroleum products. 
/Raw materials 
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Raw materials (limp) 
22.1 4- 0.1&54 
(1.9) (0.00404) 

Itop(t) r -22.1 4- 0 . i a 5 4 P(t) R2
 = 0.9816 

n a 19 
d « 0.9909 

Construction materials (Mmc) 
• 4.0 4- 0.03568 
(0.4) (0.00525) 

Mmc(t) = 4.0 4- 0.03568 I ( t ) R2 = 0.7312 
n e 19 
d - 1.8116 

Capital goods (Mk) 
: 2.7 4- 0.24878 
(1.4) (0.01742) 

Mk(t) « 2.7 4- 0.24878 l ( t ) R2
 = 0.9231 

n = 19 
d - 1.7198 

Total goods (Mb) 

= 21,5 4 0.12154 

Services (iiser.) 

Mb(t) = 21,5 + 0.12154 P(t) 4- 0.09397 C* (t) 4 0.28446 I ( t ) 4- 0.06253 P ( t ) 

Mser.(t) - 1.8 + 0.8880 llb(t) R2 - 0.7085 
"(2.1) (0.01382) n - 19 

d s 1.1085 

Total 
K(t) = Mb 4- Kser. = 25.2 4- 0.13233 P(t) * 0.10231 C* ( t ) 

4- 0.30972 I ( t ) 4- 0.06808 P ( t ) P i t ) r ( 1 - 1 2 , \ P p p 1 1 + r ( t ) J 1 P 

M(t) = -1662.0 4- 0.243 P(t) R2
 = 0.8844 

Para/̂ uay 

(767.1) (0.021) n r 19 
d = 1.4-5 

Peru 

Consumer and miscellaneous goods (Kcv) 
-111.75 4- 0.5363 ' 
(370.01) (0.00762) 

Mcv(t) = -111.75 4- 0.5363 C* ( t ) R2
 = 0.7445 

n = 19 
d - 1.268 

/Fuels and 
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Fuels and raw materials (Mcb,mp) 
•2817.30 4 0.12275 1 
(409.84) (0.00804) 

Mcb,mp(t) - -2817.30 4 0.12275 P(t) R2 - 0.9321 

n - 19 
d - 1.559 

Capital goods and construction materials (Mk,mc) 
Mk,mc(t) = -1732.56 4- 0.51260 I ( t ) R2

 = 0.9496 
(358.00) (0.02864) n - 19 

d = 0.802 

Services (Mser.) 
-939.46 * 0, 
(301.34) (0.00494) n - 19 

d = 0.936 

Mser.(t) = -939.46 4- 0.07184 P(t) R2 - 0.9245 

Total 
M(t) - -5601.07 4- 0.19459 P(t) 4- 0.05363 C*.(t) 4- 0.51260 I ( t ) 

Uruguay 

M(t) - 0.2160 P(t) (average for 1951-1953) 

Venezuela 

M(t) r 5367.0 = 0.17816 C* ( t ) 4- 0.82235 I ( t ) R2
 = 0.9167 

n - 11 
d = 2.035 

(515.5) (0.02534) (0.08897) 

Dominican Republic 

Capital goods (Mk) 
Mk(t) = 2.8 4- 0.30075 l ( t ) R2 - 0.7655 

(23.7)(0.17899) 

Other goods and services (Mobs) 
n - 16 

Mobs(t) - - 66.9 4- 0.38245 /F( t ) - l ( t ) 7 R2 = 0.8302 
(106,8) (0.18488)" n = 16 

Total (M) 
M(t) s -64 .1 4- 0.38245 C* ( t ) * 0.30075 l ( t ) 

/Central America 
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Central America 

Guatemala 

Imports from outside the Central American Common Market 
Capital goods (Mk) 

Mk(t) = 17.7 4- 0.23204 I ( t ) R2
 = 0*6973 

(7.6) (0.05096) n a I I 

d = 1.431 

Other goods and services (Mobs) 
Mobs(t) - -16 .0 4- 0.13254 C* ( t ) R2

 = 0.7593 
(29.0) (0.02487) n - 11 

d s 1.006 

Imports from vathin the Central American Common Market (Mca) 
Mca(t) = -80.7 * 0.08199 P(t) R2 = 0,9882 

(14.5) (0.00194) n - IL 

d = 1.370 

Total (M) 

M(t) = - 79 .0 * 0.08199 P(t) 4- 0.13254 0* ( t ) 4- 0.23204 l ( t ) 

El Salvador 

Imports from outside the Central American Common Market 
Capital goods (Mk) 

Mk(t) - -22 .8 4- 0.48842 I ( t ) R2 - 0.9490 
(9.7) (0.03745) n ^ n 

d s 2.727 

Other goods and services (Mobs) 
Mobs(t) - 12,3 4 0.16884 C* ( t ) R2 - 0.7930 

(43.9) (0.02875) n I 11 

d - 1.366 

/Imports from 
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Imports from m thin the Central American Common Market (Mca) 
Mca (t) - -154.9 4- 0,13158 P(t) R2

 = 0.9729 . 
(13.6) (0.00732) n - 11 

d s 2.322 

Total (M) 

M(t) s -165.4 * 0.13158 P(t) + 0.16884 C* ( t ) * 0.48842 l ( t ) 

Honduras 
Imports from outside the Central American Common Market 
Capital goods (Mk) 

Mk(t) s 2.3 4- 0.42545 I ( t ) R2 - 0.9690 
(3.9) (0.02509) n - 11 

d s 0.9947 

Other goods and services (Mobs) 
•150.7 4- 0.37555 
(16.3) (0.02029) 

Mobs(t) - -150.7 4- 0.37555 C* ( t ) R2
 s 0.9740 

n = 11 
d s 1.026 

Imports from within the Central American Common Market (Mca) 
36.5 4 0.19188 1 
(9.4) (0.00972) 

Mca(t) = -136.5 4 0.19188 P(t) R2 - 0.9767 
n = 11 
d = 1.346 

Total (M) 

M(t) = -284.9 4- 0.19188 P(t) 4- 0.37555 0* ( t ) 4- 0.42545 I ( t ) 

Nicaragua 

Imports from outside the Central American Common Market 
Capital goods (Mk) 

Mk(t) - -44.1 4- 0.43917 I ( t ) R2
 = 0.9728 

(17.6) (0.02446) w . . 
n s JJ. 

d - 2.161 

/Other goods 
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Other goods and services (Mobs) 
-201.0 4- 0.29777 
(147.7) (0.04870) 

*fobs(t) = -201.0 4- 0.29777 C* ( t ) R2
 = 0.8965 

n - 11 
d = 0.8623 

Imports from within the Central American Common Market (Mca) 
Mca(t) s -391.3 4- 0.14494 P(t) R2

 s 0.9122 
(56.1) (0.01499) n - 11 

d z 0.7339 

Total (M) 

M(t) = -636.4 * 0.14494 P(t) + 0.29777 C* ( t ) 4- 0.43917 I ( t ) 

Costa Rica 

Imports from outside the Central American Common Market 
Capital goods (Mk) 

Mk(t) - 43.1 4- 0.28252 I ( t ) R2
 s 0.8625 

(27.8) (0.03759) 

Other goods arai services (Mobs) 

n s 11 
d a 2.454 

Mobs(t) - 1.5 * 0.23710 C* ( t ) R2 s 0.8275 
(99.0) (0.03608) n - 11 

d - 1.696 

Imports from within the Central American Common Marie et (Mca) 
Mca(t) : -468„5 4- 0.15600 P(t) R2 = 0.9469 

(54.6) (0.1396) n = 11 
d - 0.994 

Total (M) 

M(t) = -423.9 4- 0.15600 P(t) 4- 0.23710 C* ( t ) 4- 0.28252 l ( t ) 

Saving functions 

Argentina 
An(t) - -74.80 4- 0.26030 ï ( t ) R2 - 0.8810 

" (21.94) (0.2320) n - 19 
d - 1.4314 

B o l i v i a 
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Bolivia 

An(t) - -492.8 + 0.17370 Y(t) 
(225.9) (0.03869) 

Brazil 

An(t) = -28.3 4- 0.18238 Y(t) 
(48.2) (0.15a) 

Colombia 

An(t) = 0.17 Y(t) 

Chile 

An(t) - -364.15 + 0.21904 T(t) 
(233.10) (0.4591) 

Ecuador 

An(t) - 419.6 * 0.09566 Y(t) 
(161.7) (0.01232) 

Mexico 

An(t) = -2853.2 * 0.20120 Y(t) 
(1639.1) (0.01037) 

Panama 

An(t) - -37 .0 4- 0.20077 Y(t) 
(2.3) (O.OI359 

Paraguay 

An(t) = 0.11 Y(t) 

R2 = 0.7422 
n = 9 
d - 1.134 

R2 = 0.9150 
n - 15 
d s 1.893 

(average for 1958-1968) 

R2
 = 0.7648 

n = 9 
d = 1,2147 

R2 - 0.801 
n = 17 
d - 1.548 

R2 = 0.957 
n = 19 
d - 1.372 

R2
 s 0.9327 

n - 19 
d = 1.6820 

(average for 1950-1968) 

/Peru 
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Peru 

An(t) = 2018.3 * 0.1712 Y(t) R2 - 0.8447 
(1092.3) (0.0178) n - 19 

d = 2.1573 

Dominican Republic 

An(t) - 0.13 T(t) 

Uruguay 

An(t) - -1395 4- 0.094 Y(t) 4- 0.835 /S ( t ) 4- G(t)7 R2 - 0.8154 
(403) (0.0167) (0.08087 n - 19 

d s 2.06 

Modified equation: 

An(t) = 1114.35 4- 0.094 Y(t) 4- 0.835 ¿E(t) 4- G(t]7 

Venezie la 

An(t) = 3542.1 4- 0.10173 Y(t) R2
 r 0.5775 

n = 11 
d = 1.600 

(791.0) (0.02900) 

C e n t r a l America 

Guatemala 

An(t) s -103.1 4- 0.17037 Y(t) R2 - 0.9425 
(58.8) (0.01470) n s 11 

d = 1.066 
El Salvador 

-19. 
(33.5) (0.01844) 

An(t) - - 1 9 . 1 > 0.13209 Y(t) R2 . 0.9508 
n - 11 
d - 2.020 

Honduras 

An(t) = -33 .6 4- 0.16896 Y(t) R2 - 0.9263 
(15.4) (0.01588) n = 11 

d = 2.255 
/N icaragua 
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Nicaragua 

An(t) - 56.4 * 0.12113 Y(t) R2
 s 0.7288 

"(58.2) (0,01792) n = 19 

d = 1.1124 

Costa Rica 

An(t) * 0.155 Y(t) 

Other parameters 

Coefficients of changes i n stocks: b^ 

Central America 

Argentina 
b 4 = 

0.0000 Guatemala b^ Z 0.0030 

Bolivia H
 0.0100 EL Salvador b^ 5 0.0100 

Brazil II 0.0100 Honduras b^ = 0.0000 

Colombia H
 0.0226 Nicaragua b^ tarn 0.0000 

Chile b / . = 0.0139 Costa Rica b^ mm 0.0150 

Ecuador II 0,0200 

Mexico il
 0.0177 \ 

Panama II 0.0197 

Paraguay b 4 = 0.0000 

Peru H
 0.0300 

Dominican Republic »4 = 0.0000 

Uruguay 
\ = 

0.0040 

Venezuela II
 0.0100 

Coefficient of y ie ld of foreign capital: b_ - -0.10 

/Depreciation coeff ic ient: 
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Depreciation coef f ic ient : b^ - 0 

Coefficient of distribution of financing: r s 0.80 

Other financing coef f ic ients: 

k i^ (percentage) Pk (years) n^ (years) 

1 0.2$ 6 3 7 
2 0.30 5 5 15 
3 0.20 3 5 AO 
4 0.10 8 1 1 
5 0.15 7 1 7 

/APPENDIX 
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Table A 

LATIN AMERICA: SHARE OP THE PRINCIPAL SECTORS IN THE GENERATION 0? THE GROSS DOMESTIC PRODUCT AT FACTOR COST 

(Percentages of the tota l ) 

a / 

Agriculture Mining and 
quarrying Manufacturing Construction Electricity, gas 

and vator 
Transport and 

communications 
Commerça and 

finance Other services 
Count ly 

1950-
1952 

1960-
1962 

1966-
1968 

1950-
1952 

1960-
1962 

1966-
1968 

I950-
1952 

1960-
1962 

1966-
1968 

1950-
1952 

1960-
1962 

1966-
1968 

1950-
1952 

1960-
1962 

1966-
1968 

1950-
1952 

1960-
1962 

1966-
1968 

1950-
1952 

1960-
1962 

I966-
I968 

1950-
1952 

I96O-
1962 

19 66-
1968 

Argentina 18.9 lé .8 16.5 0 .6 1.3 1.6 29.5 32.4 34.7 5.0 4.1 4.0 1.0 1.4 2.0 8.1 7.5 7.4 18.9 19.8 18.4 18.0 16.7 15.4 
Bolivia 30.5 30.5 25.9 17.6 10.5 12.5 12.5 11.9 13.5 2.3 3-5 4.4 l . l 1.2 1.6 6.5 9 .0 8.4 10.9 10.8 11.2 18.6 22.6 22.5 
Brazil 26.8 21.8 21.3 0.2 0.5 0.6 18.1 23.2 23.5 1.7 1.4 1.0 1.9 2.1 2.4 6.1 6.8 7-3 22.2 20.6 20.2 23.O 23.6 23.6 

Costa Rica 35.7 27.0 24.0 0 .0 0 .0 0 .0 15.5 16.1 18.7 4.5 5.4 5.0 1.2 1.4 1.7 3.0 4.3 4.4 14,2 14.8 15.3 26.0 31.1 30,9 
El Salvador 36.2 33-6 26.4 0.8 0 .2 0.2 12.6 13.9 17.7 2.9 3.6 4.1 0 .6 1.3 1.8 4.5 5.1 5.2 19.3 20.1 23.9 23.1 22.3 20.7 
Guatemala 32.5 29.9 28.1 0 .2 0.2 0 .1 10.0 10.9 12.8 2.8 2.1 1.9 0.5 0.7 1.1 3.1 4.5 4.5 30.0 JOil 32.7 20.8 21.5 18.8 
Honduras 38.0 43.9 41.3 1.6 1.1 2.0 9.2 12.8 14.6 5.7 3.7 4.8 0.2 0.5 0.8 4.9 5.5 6.3 I3.I 14.6 15.4 16.8 17.9 14.7 
Nicaragua 41.0 3^.5 31.6 2.3 1.9 1.5 8.2 10.0 12.2 1.7 2.9 3.8 0.4 1.3 2 .1 3.4 5.7 5.4 18.4 19.0 19.1 24.6 24.7 24.3 

Colombia 39.0 33.7 30,8 3-7 3-6 3.3 14.5 17.4 18.2 3.1 3.8 4.1 0.5 0.9 1.1 5.9 6.7 7.2 15.1 15.9 16.7 18.1 17.9 18.6 
Chile - 11.6 10.6 - 10.0 9.8 - 24.0 25.8 - 4.9 4.1 - 1 .2 1.5 - 7-7 10.1 - 17.3 17.0 - 23.3 21.0 
Ecuador 40.5 37.4 33.1 2.1 2.3 2.2 15.7 15.4 I6.9 2.5 4.Ö 4.4 0.6 1.3 1.5 4.9 4.2 3.7 11.5 13.9 13.3 22.2 21.6 24*9 
Mexico 18.0 16.5 13.8 4.3 4.8 4.2 18.8 19.2 21.7 4.2 4.1 4.7 0.5 0.9 1.2 3.4 3.4 3.4 30.2 30.0 30.3 20.5 20.9 20.6 
Panama 29.3 24.3 22.0 0 .3 0.3 0.3 9.8 13.8 16.5 4.6 6.3 6.4 1.4 2.2 2.5 4.1 5.1 6 . 0 11.0 12.1 12.7 39.4 36.0 33.5 
Paraguay 41.1 39.0 35.7 0.0 0 .1 0.3 18.2 17.4 18.2 1.5 2.2 3.1 0 .3 0.7 0.8 4.1 4.1 4.4 17.6 17.9 17.9 17.3 18.5 19*7 
Peru 25.O 23.6 19.1 5.2 7.7 6.8 14.7 18.2 21.5 4.3 4.1 0.8 0.9 1.1 4.8 4.7 4.9 14.9 14.5 15.4 29.7 26.1 27.2 
Dominioan Republic 30.9 29.8 25-9 0 .2 1.6 1.6 12.3 13.6 12.7 5.1 3.3 5.3 0.3 1 .1 1.5 4.6 5.0 6.8 17.7 17.1 17.8 28.9 28.4 28.4 
Uruguay 23 .I 19.9 20.5 0 .0 0 .0 0 .0 17.9 20.5 21.6 4.8 4.5 3.6 0 .9 1.6 1.9 7.7 7.3 7.1 23.2 22.5 20.4 22.3 23.7 24.9 
Venezuela 8.1 7.2 7.8 25.7 27.2 24.2 8.2 11.0 12.9 4.8 3.5 3.1 0 . 6 1.6 2.6 4.8 3.9 4.0 11.3 12.1 13.9 36.4 33.5 31.5 

Total 22.8 19.9 18.3 hi U t Üil 19.6 21.9 23.3 M hit 1.0 U4 lA M 5A 6.0 21.0 21.1 21.4 22.1 22.1 21.6 

Source ; ECLA, on the basis of o f f i c ia l statistics, 

a / Based on i960 prices. 
•x) M P ^ OT o CO s 
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Tab la B 

LATIN AMERICA: SHARE OP DOMESTIC SAVING AMD EXTERNAL FINANCING IN TOTAL GROSS INVESTMENT, BY COUNTRY 

(Percentages of total gross Investment) 
on o cd g 

Domsstio saving Net external financing 
Courtly 

1?50 1951-
1953 

1954-
1956 

1957-
1959 

1960-
1962 

1963-
1965 

1966-
1968 

1969 1950 1951-
1953 

1954-
1956 

1957-
1959 

i960-
1962 

1963-
1965 

1966-
1968 

1969 

Argentina j 110.3 92.2 94.6 91.3 86.6 107.1 I05.I 94.8 -10.3 7.8 5.4 8.7 13.4 -7 .1 -5 .1 5»2 
Bolivia 100.0 82.6 71.4 30.6 41.4 56.8 58.8 54.9 0.0 17.4 28.6 69.4 58.6 43.2 41.2 45.1 
Brazil 105.0 88.5 97.3 92.7 91.3 100.7 95.2 97.1 -5 .0 11.5 2.7 7 .3 8 .7 -Q.7 4.8 2*9 

Costa Rica IO6.8 96.1 8 7.7 78.1 79-9 68.3 66.3 65.5 -6 .8 3.9 12.3 21.9 20.1 31.7 33.7 34.5 
El Salvador 136.2 115.7 108,2 101.7 87.5 83.6 78.8 85.1 -36.2 -15.7 -8 .2 -1 .7 12.5 16.4 21.2 14» 9 
Guatemala 100.0 109.9 '89.9 63.6 76.4 78.9 77.2 89.4 - -9 .9 10.1 36.4 23.6 21.1 22.8 10.6 
Honduras , 98.3 88.4 90.1 83.3 99.5 81.2 74.0 74.7 1.7 11.6 9.9 16.7 0 .5 18.8 26.O 25.3 
Nicaragua 102.1 103.2 .88 .4 89.0 84.2 85.1 58.6 70.3 -2 .1 -3 .2 11.6 u . o 15.8 14.9 41.4 2 ?o7 

Colombia 97.2 102.7 93.I 108.6 84.9 89.3 82.6 83.5 2.8 -2 .7 6.9 8 . 6 15.1 10.7 17.4 16.5 
Chile 96.9 9<+.2 99-8 86.4 68.7 86.0 88.9 97.8 3 .1 5.8 0.2 13.6 31.3 14.0 11.1 2.2 
Eouador 141.4 108.2 80.2 93.1 86.4 84.4 72.3 47.6 -41.4 -8 .2 19.8 6.9 13.6 15.6 2 7 .7 52.4 
Mexico IO3.7 91.O 99.0 87.5 89.4 90.4 88.5 8 7.7 -3*7 9o0 1.0 12,5 10.6 9 .6 11.5 12.3 
Panama 68.6 49.5 61.4 40.6 60.3 70.0 80.3 54.6- 31.4 50.5 38.6 59.4 39.7 30.0 I9 .7 5 .4 
Paraguay 158.8 93.8 83.3 75.0 78-7 83.6 71.4 61.3 -58.8 6.2 I6.7 25.0 21.3 16.4 18.6 38.7 
Peru 97.7 86.8 87.0 79.2 97.6 87.1 76.6 99.1 2.3 13.2 I3.0 20.8 2 .4 12.9 23.4 0.9 
Dominican Republlo 147.4 102.1 100.9 94.7 125.3 64.0 55.9 53.1 -47.4 -2 .1 -0 .9 . 3*3 -25-3 36.0 44.1 46.9 
Uruguay 118.1+ 94.6 88.1 76.0 73-5 110.9 113.4 99.8 -18.4 5.4 1U9 24.0 26.5 -10.9 -13.4 0.2 
Venezuela 101.6 102.2 97.I 84.2 130.3 111.6 95.9 87.4 -1 .6 -2 .2 2.9 15.8 -30.3 -11.6 4 .1 12.6 

Total 104.8 93.2 95.6 89.3 91.7 97.3 91.8 2 L 2 - M á i i 4 .4 10.7 Ll hi ÈLI M 

CO-ON Ul 

Source ; ECLA, on the basis of o f f ic ial statistics. 



Table A 

LATIN AMERICAS-' GROWTH AND DISTRIBUTION OP THE GROSS DOMESTIC PRODUCT AND TREND OF THE EXTERNAL SECTOR 

Net Net 
Consumption 

Financing of t o t a l gross investment Exports of goods 
Gross Terms-of- reaittanco Gross external Consumption 

Saving and services Imports of 
Period domestic trade of p r o f i t s national private Saving goods and 

servloes 
Period 

product ef feot and Interest 
abroad 

income transfer 
payments Private Public 

Gross Net T o t a l 

domestic external 
saving saving 

Volume Purchasing 
power 

goods and 
servloes 

Annual averages, In mil l ions of dollars at I960 prices y 

I95O 42 638 1 421 979 43 080 -29 30 834 4 229 7 988 -36 7 7 621 6 268 7 689 6 314 
I95I-I953 47 088 1 103 979 47 212 -52 33 581 4 723 8 856 647 9 503 6 492 7 596 7 211 
1954-195é 55 314 1 037 1 149 55 202 -86 39 327 5 457 10 332 471 10 803 7 658 8 695 7 931 
1957-1959 64 836 335 1 244 63 927 -80 46 139 6 608 11 100 1 326 12 426 8 699 9 034 9 036 
1960-1962 76 310 -239 1 303 74 768 -90 53 497 8 019 13 162 1 187 14 349 9 802 9 563 9 357 
I963-I965 87 245 -534 1 488 85 223 -19 60 709 9 006 15 489 436 15 925 11 279 10 745 9 674 
1966-1968 100 982 -726 1 967 98 289 -3 70 980 10 077 17 229 1 540 18 769 12 739 12 013 11 583 
1969 113 452 -750 2 191 110 571 -9 78 990 11 304 20 268 1 942 22 210 14 340 13 590 13 332 

Percentage ratios to the gross domestic product 
1950 100.00 3.33 2.30 101.04 -0 .07 72.32 9.92 18.73 -0 .86 17.87 14.70 14.70 14.81 
I95I-I953 100.00 2.34 2.08 IOO.27 -0 .11 71.31 IO.O3 18.81 1.37 20.18 13.79 16.13 15.31 
1954-1956 100.00 1.87 2.08 99.80 -O.I6 71.10 9.8 7 18.68 0.85 19.53 13.84 15.72 14.34 
I957-I959 100.00 O.52 I .92 98.60 -0 .12 71.17 10.19 17.12 2.05 I9 . I7 13.42 13.93 13.94 
I960-I962 100.00 -0.3I 1.71 97.98 -0 .12 70.10 10.51 17.25 1.56 I8.8O 12.84 12.53 12.26 
1963-1965 100.00 -0.61 1.71 97.68 -0 .02 69.58 10.32 17.75 0.50 18.25 12.93 12.32 11.09 
1966-1968 100.00 -O.72 1.95 97.33 - 70.29 9.98 17.06 1.53 18.59 12.62 II .90 11.47 
1969 100.00 -0.66 1.93 97.46 -0 .01 69.62 9.96 17.86 1.71 19.58 12.64 U . 9 8 11.75 

Annual growth rate with respeot t o the previous period, in percentages 
I950 • I« - ... ... - • • • ... ... - • • • ... ... ... 
I95I-I953 5 .1 - _ 4 . 7 _ 4 . 4 5 .7 5 .3 _ 11.7 1.8 - 0 . 6 6 .9 
1954-1956 5'? - 5 .5 5 . 4 _ 5.4 4 .9 5 .3 _ 4 .4 5*7 4 .6 
1957-1959 5 .4 - 2.7 5.0 - 5.5 6 .6 2 .4 - 4.8 4 . 3 1.3 4 . 4 
1960-1962 5.6 - 1.6 5 .4 - 5.0 6 .7 5.8 - 4.9 4 . 1 1.9 1.2 
1963-1965 4 .6 - 4.5 4 .5 - 4 . 3 3 .9 5 .6 - 3 .2 4 .8 4 .0 1 .1 
1966-1968 5.0 - 9.7 4 .9 - 5.3 3 .8 3 . 6 - 5 .6 4 .1 3 .8 6.2 
1969 6.0 - 5.5 6 .1 - 5-5 5-9 8 .5 - 8.8 6 .1 6 .4 7 .3 

he) w 
<0 S! 

•sO H H ¡\) 
CO ON \J1 

Source: ECLA, on the basis of o f f i o i a l s t a t i s t i c s , 
a / Excluding Cuba and Hait i , 
b / Converted at the exohange rates for 
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Table A 

LATIN AMERICA:-' GROWTH AND DISTRIBUTION OP THE GROSS DOMESTIC PRODUCT AND TREND OP THE EXTERNAL SECTOR 

Tf t=S 
OQ O <D 
vO |-> 

ay 
ON VJl 

Period 
Gross 

domestic 
pro duot 

Terras-of-
trade 

e f fec t 

Net 
remittance 
of prof i ts 
and Interest 

abroad 

Gross 
national 

inoome 

Net 
external 
private 
transfer 
payments 

Consumption 
Flnaroing of tota l gross investment 

Saving 
Exports of goods 

and servioes 

Private Publio 
Gross 

domestic 
saving 

Net 
external 
saving 

Total 
Volume 

Annual averages, In a l l l lones of dollars at i960 prices V 

Purchasing 
power 

Imports of 
goods and 
services 

1950 38 985 1 045 441 39 589 -7 28 854 3 781 6 947 -351 6 596 5 002 6 047 5 248 
1951-1953 42 720 78 7 449 43 058 -19 31 332 4 207 7 500 676 8 176 5 009 5 796 6 oo4 
1954-1956 49 722 552 439 49 835 -23 36 250 4 865 8 696 422 9 118 5 798 6 350 6 309 
1957-1959 57 748 -81 509 57 156 -2 42 038 5 617 9 501 1 026 10 527 6 333 6 252 6 767 
1960-1962 68 413 -156 735 67 522 -9 49 201 6 922 11 390 1 599 12 989 7 204 7 048 7 903 
1963-1965 78 049 109 900 77 258 56 56 122 7 649 13 544 ' 639 14 183 8 371 8 480 8 275 
1966-1968 90 546 253 1 394 89 405 79 65 754 8 424 15 306 1 458 16 764 9 651 9 904 10 047 
1969 102 089 361 1 620 loo 890 72 73 266 9 449 18 247 1 652 19 899 u 109 11 470 11 573 

Percentage ratios to the gross domestio product 

1950 100.0 2.68 1.13 101.55 -0.02 74.01 9.70 17.82 -0.90 16.92 12.83 15.51 13.46 
1951-1953 loo.o 1.84 1.05 100.79 -0.04 73.34 9.85 17.56 1.58 19.14 11.73 13.57 14.05 
1954-1956 100.0 1.11 0.88 IOO.23 -0.05 72.91 9.78 17.49 0.85 18.34 11.66 12.77 12.69 
1957-1959 100.0 -0ol4 0.88 98.98 - . 72.80 9.73 16.45 1.78 18.23 10.97 10.83 11.72 
1960-1962 100.0 -O.Ì23 1.07 98.70 -0.01 71.92 10.12 16.65 2.34 18.99 10.53 10.30 11.55 
1963-1965 100.0 0.14 1.15 98.99 0.07 7I .9I 9.80 17.35 0.82 18.17 10.73 10.87 10.60 
1966-1968 100.0 0.28 1.54 98.34 0.09 72.62 9.30 16.90 1.61 18.51 10.66 10.94 11.10 
1969 100.0 0.35 1.59 98.83 0.07 71.77 9.26 17.87 1.62 19.49 10.88 11.24 11.34 

Annual growth rate with respeot to the previous period. In percentages 

1950 • •• - • • • • • • - • • • • • • • • • - • • • • • « • • • • • • 

1951-1953 4.7 - 0.9 4 .3 - 4.2 5.5 3 .9 - 11.3 0 .1 -2 .1 7 .0 
1954-1956 5.2 - -1 .2 5.0 - 5.0 5.0 5 .1 - 3.7 5.0 3 .1 1.7 
1957-1959 5.1 5.1 4.7 - 5.1 4.9 3.0 - 4.9 3 .0 -0 .5 2.4 
1960-1962 5.8 I3.O 5.7 - 5.4 7.2 6.2 - 7.3 4 . 4 4 .1 5.3 
1963-1965 • 4.5 - 7.0 4.6 4 .5 3 .4 5.9 - 3.0 5 .1 6 .4 1.5 
1966-1968 5.1 - I5.7 4.8 - 5.4 3.4 4.2 -, 5.7 4.9 5.3 6.7 
1969 6.2 - 7.8 6 .4 - 8.4 5.9 9.2 - 9.0 7.3 7 .6 7.3 

Souroe; ECLA, on the basis of o f f l o i a l s t a t i s t i c s , 
a / Excluding Cuba, Haiti and Venezuela, 
b/ Converted at the exchange rates for Imports. 



Table A 

LATIN AMERICA} POTENTIAL BALANCE-OF-PAYMENTS DEFICIT AND DOMESTIC SAVINGS GAP, BY COUNTRY, V)7<j AND I98O 

Low growth rata hypothesis for the gross domestic produot In tbq 1970s and low growth rate hypothesis for exporta 

Average annual growth rate 

Product Exports Imports 

1960-62 
1966-68 

I966-68 
1975 

I975 
i960 

1960-62 1966-68 1975 
1966-68 I975 I98O 

1960-62 1966-68 
1966-68 1975 

I975 
1980 

Percentages 

Potential 
trade 

balance a / 

Net potent ia l 
remittance of 
p r o f i t s and 

in teres t b / 

Potential 
bal&nce-of-

payments 
d e f i c i t 

1975 1980 I975 1980 1975 1980 

Millions of dollars a t i960 prices 

Potencial 
savings 

gap 

1975 1980 

Aigentina 2.9 4 .4 4 .0 3 .5 3 . 6 3 .8 - 1 . 7 4 . 0 4 .2 -194.7 -195.9 299.9 348.2 105.2 152.3 -846.4 - 1 247.9 
Bollvia 5-7 5 .0 5.0 8 . 2 4 .3 3-5 10.6 1.5 5 .0 -7 .5 8 .9 35 .7 52.3 28.2 61.2 20.3 16.0 
Brazll 4 .2 6.9 6 .0 5 .2 7 .5 4 .0 2.0 3 . 1 3 .5 - 1 022.8 -1 313.1 433.3 402.6 -589.5 -910.5 I I9 .3 43.9 

Costa Rica 7 . 0 6.9 7 . 3 9 .8 8 . 4 6 .4 10.1 8 .6 8 . 4 71.2 148.3 46.6 100.6 117.8 248.9 I05.4 174.I 
El Salvador 6.1 4.5 4 .8 9 . 1 4 .5 4 .4 9.8 4 .8 5 .6 45.0 80.9 27.3 58.1 72.3 139.O 3 .9 2.5 
Guatemala 5 .4 5.1 5.0 12.9 6 .2 4 .5 9 .9 6 .3 5.8 18.5 57.1 41.5 69.3 60.0 126.4 - 2 . 2 -33.4 
Honduras 5 .6 5.7 6 .0 l l . l 6 . 4 7 . 4 14.3 8 .8 8 . 0 89 .6 151.1 80,0 218.5 169,6 369.6 36.5 44.6 
Nicaragua 7 .5 5.0 5.2 11.7 6 .2 6 .5 15.3 5-7 6 .4 59.4 82.4 41.7 83.6 101.1 166.0 36 .6 49 .1 

Colombia 4 . 7 5.0 4 .8 3 . 6 5.7 3-5 2 .6 4 .9 4 .5 76.6 51.1 192.9 308.2 269.5 359-3 192.4 246,9 
Chile 4.8 4 .0 4 . 4 4 .8 6 .4 2.9 3-3 5 .1 4 . 0 -75.1 60.5 213.2 291.2 137.5 351.7 6 . 6 -17.8 
Ecuador 4 .7 4 .8 4 .7 5 .8 4 .5 4 .6 7 -3 4 . 2 5 .0 28.2 42.7 53.4 86.5 81.6 129.2 71.8 98.3 
Mexico 7 .5 6.8 6.5 4 .9 4 .6 4 . 4 4.9 5 .1 5 .4 249.6 472.9 686.2 1 065.3 935.8 1 538.2 -63.3 -212.5 
fenama 7 .8 8 . 0 7 .8 10.4 7 . 4 6 .0 8 .9 7 . 6 7 .4 -3 .0 44.0 38.6 57.2 35-6 101.2 58.8 69.2 
I&raguay 4 .3 4 .6 4 . 4 3 .9 5 .1 5 .0 6 .3 4.8 4 .8 27.6 34.0 20.0 39.1 47.6 73 .1 39.3 40.7 
Peru 5-7 4 .6 5 .5 3 .0 3 . 6 5.9 11.3 4 . 3 6 .2 322.1 458.5 255.7 489.0 577-8 947.5 203.I 290.9 
Domlnioan Republlo 3 . 0 4 .7 4 .5 2.8 5 .7 4 .5 10.8 4 . 6 4 .6 50 .I 64.8 40.1 77.6 90.2 142.4 80.9 103.6 
Uruguay 0 .2 2.5 3 .0 3 . 1 3 . 1 3 .0 -3 .8 . 7 . 0 3 . 0 45.8 53.1 40 .7 75 .3 86.5 128.4 -72 .7 -100.5 
Venezuela 4 .8 4.8 5 .0 2.9 2 .5 2.5 0 .9 o„8 o . l -999.3 -1 336.9 729.9 816.1 -269,6 -520.9 479.1 887.8 

Latin Aaerloa 0 / M I i i 4¿1 M 4¿o M 4j4 - 1 219.3 - 1 035.6 3 276.7 4 638.7 2 057.2 3 603.1 469.4 455.5 

Latin America d / Ü i i 6 .0 S i i hl Sil 4¿2 4 . 1 Ü i l Ü i i 220.0 301.3 2 546.8 3 822.6 2 326.8 4 123.9 -432.3 
•D M P \ 03 O 
CD S3 

vQ (-» VjO iV> (» 
ON 
VI 

Source: ECLA, on the basis of o f f l o i a l s t a t i s t i c s . 
a / Imports of goods and services l e s s purchasing power of exports. 
b / Including net external private transfer payments. 
0 / Excluding Cuba and Hait i . 
d / Excluding Cuba, Haiti and Vene; 



Table A 

LATIN AMERICA: POTENTIAL BALANCE-OF-PAYMENTS DEFICIT AND DOMESTIC SAVINGS GAP, BY COUNTRY, 1975 AND I98O 

Accelerated growth rate hypothesis for the gross domestic product In the 1970s and medium growth rate hypothesis for exports era o £B S3 
vO H 
•P- M 

CO o VJi 

Average annual growth rate 

Produot Exports Imports 

1960-62 
1966-68 

I1966-68 
I 1975 

I975 
I98O 

1960-62 
I966-68 

1966-68 1975 
I975 I98O 

1960-62 1966-68 
I966-68 1975 

1975 
I98O 

! Percentages 

Potential 
trade 

balanoe a / 

Net potent ia l 
remittance of 
prof i t s and 

Interest b / 

Potential 
balance-of-

payments 
d e f i c i t 

Potential 
savings 

gap 

I975 I980 1975 I98O I975 I98O 1975 
Millions of dollars a t i960 prioes 

i960 

Argentina 2.9 * 5 .6 6 .5 3-5 . 4 .0 4 .3 - 1 . 7 8 .1 6 .7 429.3 925.0 416.0 794.4 845-3 1 719.4 1 477.6 1 766.6 
Bol iv ia 5.7 , 5 .4 7 .0 8 .2 4 .3 3 .5 10.6 1.9 7 .0 -0 .9 43.6 36 .0 58.6 35.1 102.2 68.9 85.4 
Brazil 4 .2 8 .1 8 .0 5 .2 10.2 7 .0 2 .0 11.8 6 .4 398.2 369.3 907.9 1 406.1 1 306.1 1 775.4 3 769.3 5 558.8 

Costa Rica 7.O 7 . 4 7-5 9.8 6 .7 6 .6 10.1 9 .2 8 .5 85.2 168.9 48.8 IO9.5 134.0 278.4 126.0 I83.9 
El Salvador 6 .1 ; 5 .0 6 .6 9 .1 4 .7 5 .4 9 .8 5 .9 8 .0 66.6 149.5 30.1 76 .1 96.7 225.6 47 . I 96.6 
Guatemala 5 .4 ! 5.5 6.6 12.9 6 .4 5 .1 9 .9 7 .0 7 .8 35-2 115.7 42.6 81.9 77.8 I97.6 63.9 IO6.5 
Honduras 5.6 5.7 6.0 11.1 6 .6 8 . 1 14.3 9 .4 9 .3 101.3 I88.3 83.0 240.7 184.3 429.0 66.7 9O.4 
Nicaragua 7.5 5.5 6.6 11.7 6 .4 7 .2 15.3 6 .5 8 . 1 77.2 I35.5 44.3 98.0 121.5 233.5 70.4 I35.4 

Colombia 4 .7 5 .6 7 . 0 3-6 6 .3 4 .5 2 .6 8 . 0 6 .3 320.0 556.4 219.8 452.4 539.8 1 OO8.8 869.I 1 254.9 
Chile 4.8 4.8 7 .0 4 .8 6 .4 3 .0 3-3 7 .2 6.8 -98.8 257.5 203.7 196.2 104.9 453.7 661.3 816.O 
Ecuador 4.7 5.4 7 .0 5.8 5.8 5.5 7-3 4 .8 7 . 4 15.1 62.2 51.8 83.2 66.9 145.4 190.4 28I.5 
Mexico 7 .5 7 . 1 7 .0 4 .9 4 .9 4 .8 4 .9 5 .4 5.8 247.5 496.6 682.4 1 062.0 929.9 1 558.6 384.9 428.1 
Panama 7.8 8 .0 7.8 10.4 7 .6 6 .6 8 .9 7 .6 7 . 4 -18.8 2 .3 36.2 45.5 17.4 47.8 58.5 68.6 
Paraguay 4.3 5 .4 7 . 0 6 .3 5 .1 5.0 6 .3 5 .7 7 . 6 35.8 66.5 20.7 45.9 56.5 112.4 97.8 129,8 
Peru 5.7 4 .8 7 . 0 3 .0 6 .7 4 .3 11.3 5 .7 7 .8 203.7 585.1 222.9 429.7 426.6 1 014.8 460.6 696.3 
Dominican Republic 3 .0 5 .4 6 .5 2.8 5 .7 4 .5 10.8 5 .4 6 . 6 71.8 142.5 41.8 94.5 113.6 237.0 208.5 294.2 
Uruguay 0 .2 ; 3.3 7 .0 3 .1 4 . 1 4 .0 - 3 . 8 7-9 7 . 0 46.0 97.8 37 .4 76.1 83 .4 173.9 117.9 157.6 
Venezuela 4.7 5.3 7 .0 2.9 2-5 2.5 0 .9 7 .6 3.2 136.7 260,9 782.7 1 096.7 919.4 1 357.6 1 666.3 2 748.1 

Latin America 0/ M . Ï Û . 2±I ! t i l i b â 7.8 6*3. 2 151.1 4 623.6 ? 908.1 6 447.5 6 059.2 11 071.1 10 405.2 14 898.7 

Latin America d/ M 6.8 h i 5.0 6 .6 S i l Ü t i 2ê. 6.8 2 014.4 4 362.7 3 125.4 5 350.8 5 139.8 ? 713.5 $ 738.? 12 150.6 

Source: ECLA, on the basis of o f f l o i a l s t a t i s t i c s . 
a / Imports of goods and services l e s s purchasing power of exports. 
b / Including net external private transfer payments. 
0 / Excluding Cuba and Hait i . 
d / Excluding Cuba, Haiti and Ve 



Table A 

LATIN AMERICAS POTENTIAL BALANCE-OF-PAYMENTS DEFICIT AND DOMESTIC SAVINGS GAP, BY COUNTRY, 1975 AI® I98O 

Accelerated growth rate hypothesis f or the gross domestic produot In the 1970s and re lat ive ly high growth rate hypothesis for exports 

Average annual growth rate 

Product Exports Imports 

1960-62 
1966-68 

1966-68 
1975 

1975 
1980 

1960-62 
1966-68 

1966-68 I975 
1975 I98O 

I96O-62 1966-68 
1966-68 I975 

1975 
I980 

Percentages 

Potential 
trade 

balance a / 

Net potential 
remittance of 
pro f i t s and 

Interest b / 

Potential 
balance-of-

payments 
d e f i o l t 

Potential 
savings 

gap 

1975 I98O 1975 I98O 1975 I98O I975 
Millions of dol lars at i960 prioes 

I98O 

Argentina 2.9 5.6 6 .5 3 .5 4 .2 4 .5 - 1 . 7 8 . 1 6.7 390.6 845.2 408.7 765.4 799.3 1 610.6 1 477.6 1 766.6 
Bolivia 5 .7 5.4 7 .0 . 8 . 2 5.5 5.5 10.6 1.9 7 . 0 -21 .6 - 8 . 3 33 .6 43.9 12.0 35 .6 67.6 82.1 
Brasll 4 .2 8.1 8 .0 5 .2 11.0 8 . 0 2 .0 11.8 6 .4 167.6 -243.8 876.3 1 233.3 1 043.9 989.5 3 771.1 5 564.9 

Costa Rioa 7 .0 7 .4 7 .5 9.8 9 .2 7-3 10.1 9 .2 8 .5 71.7 133.I 47.O 99-3 118.7 232.4 126.1 184.3 
E1 Salvador 6 .1 5.0 6.6 9 .1 5-4 6 .4 9.8 5.9 8 .0 50.7 109.0 28.0 64.4 78.7 173.4 47.3 97.3 
Guatemala 5 .4 5.5 6.6 12.9 6 .9 6 .1 9.9 7.0 7 .8 20.6 78.1 40.8 69.7 61.4 147.8 64.3 108.7 
Honduras 5.6 6.0 7 .0 11.1 7-3 9 .1 14.3 9 .4 9 .3 87.5 14?. 1 78.8 214.6 166.3 363.7 66.4 89.6 
Nicaragua 7.5 5.5 6.6 11.7 7 .2 8 .1 15.3 6 .5 8 . 1 58.7 88.5 42.1 84.9 100.8 173.4 70.2 134.8 

Colombia 4 .7 5.6 7 .0 3 . 6 7 . 3 6 .0 2.6 8 . 0 6 . 3 239.O 347.2 210.1 394.2 449.1 741.4 870.5 1 258.4 
Chlle 4.8 4.8 7 . 0 4 .8 6.9 4 .1 3 .3 7 .2 6.8 -I67.O 51.8 I99.3 247.4 32 .3 299.2 656.1 821.6 
Ecuador 4 .7 5 .4 7 . 0 5.8 6 .9 4.8 7.3 4.8 7 . 4 -13.8 38.6 47 .4 67.9 33-6 106.5 190.6 281.6 
Mexioo 7 .5 7 .1 7 .0 4 .9 6 .4 6 .5 4.9 5 . 4 . 5 .8 -52 .4 -184 .? 616.O 817.1 563.6 632.6 389.5 438.9 
Panama 7 .8 8 .0 7.8 10.4 8 .8 8 .1 8 .9 7 . 6 7 .4 - 5 8 . 1 -106.4 32.7 32.5 -25 .4 -73 .9 57.9 66.9 
Paraguay 4 .3 5 .4 7 .0 3 .9 6 .3 7 . 0 6 .3 5 .7 7 . 6 26.9 42.5 19.6 39 .4 46.5 82 .1 97.7 129.6 
Perù 5 .7 4.8 7 . 0 3 .0 6 .6 6 .4 11.3 5 .7 7 .8 219.4 439.8 224.2 417.9 443.6 857.7 461.0 693.0 
Dominloan Republio 3 . 0 5.4 6.5 2.8 6 .4 5 .5 10.8 5 .4 6 .6 55.8 101.9 39.9 83 .0 95.7 184.9 207.8 292.3 
Uruguay 0.2 3.3 7 . 0 3 . 1 4 . 7 5 .0 -3 .8 7 .9 7 . 0 31 .4 61.4 35.7 65.7 67.1 127.1 105.6 126.7 
Venezuela 4 .8 5 .3 7 .0 2.9 2.8 3 .5 0 .9 7 . 6 3 .2 71.8 35.5 793.7 1 126.6 865.4 1 162.1 1 169.6 2 763.6 

Latin America 0 / 4 .6 Ì l i Z ì i 6 . 4 h i hk 2A Ûsl. 1 178.8 1 978.7 3 773.9 5 867.2 4 952.6 7 845.9 9 896.9 14 900.8 

Latin America d / M àiì h i h i 2*4 6 .4 4 .1 M 6.8 1 107.0 1 943.2 2 980.2 4 740.6 4 087.2 5 683.8 8 727.3 12 137.3 
TJ H P \ Ot) O ® S 
vO M V» W 

CO ON VJ1 

Source a ECU, on the basis of o f f i o i a l s t a t i s t i c s . 
a / Imports of goods and services l e s s purchasing power of exports. 
b / Inoluding net external private transfer payments. 
c / Excluding Cuba and Hait i . 
d / Excluding Cuba, Haiti and Venezuela. 



Table H 

LATIN AMERICA: HYPOTHESES FOR THE GROJTH OP THE GROSS DOMESTIC PRODUCT 

(Mllllcns of dollars a t I960 prloea) a / 

Oq O 
VO M CN N> 

CO o Low growth rate hypothesis Aooelerated growth rate hypothesis 

1975 1980 1971 1972 1973 1974 1975 1980 

Argentina 20 38O.9 24 788.4 17 672.3 18 644.5 19 669.9 20 850.0 22 205.5 30 424.4 
Bolivia 791.4 1 010.0 651.1 685.6 723.9 767.4 817.3 1 146.3 
Brazil 57 1 ^ . 7 76 471.9 46 117.5 49 807.0 53 792.1 58 095.6 62 743.0 92 I89.5 

Costa Rloa 1 202.8 1 710.7 , 935.8 1 006.0 1 081.4 I 162.5 1 249.7 1 794.1 
El Salvador 1 225.9 1 549.7 1 018.1 1 072.1 1 132.2 1 200.1 1 272.1 1 751.1 
Guatemala 2 221.3 2 821.6 1 836.2 1 933.6 2 041.9 2 164.4 2 294.1 3 158.0 
Honduras 869.3 1 I63.3 689.9 734.0 782.5 ' 835.7 894.2 1 254.1 
Nicaragua 969.6 . 1 249.3 797.7 845.5 896.3 950.0 1 007.0 1 386.2 

Colombia 8 321.3 10 519.5 6 9II.5 7 277.8 7 685.4 8 146.5 8 676.0 12 168.5 
Chile. 7 574.0 9 393.5 6 412.2 6 752.1 7 130.2 7 558.0 8 049.3 11 289.6 
Ecuador 1 708.1 2 149.1 1 425.6 1 501.1 1 585.2 1 680.3 1 789.5 2 510.0 
Mexloo 32 292.0 44 243.0 25 219.2 26 984.5 28 873.4 30 894.5 33 057.2 46 364,3 
Panama 1 326.5 1 931.1 982.3 1 058.9 1 141.5 1 230.5 1 326.5 1 931.1 
feraguay 533.9 660.7 452.0 475.9 502.6 532.8 567.4 795.8 
Peru 4 541.1 5 935.1 3 665.7 3 885.6 4 U8 .8 4 365.9 ^ 649.7 6 521.4 
Dominican Republlo 1 267.9 1 580.0 I 068.3 1 124.9 1 187.9 1 259.2 1 341.0 1 837.3 
Uruguay 1 489.3 1 726.5 1 323.2 1 376.1 1 438.0 1 509.9 1 593.0 2 131.8 
Venezuela 15 227.5 19 434.6 12 527.8 13 191.6 13 931.0 14 766.3 15 726.0 22 056.4 

Total 159 087.5 208 338.0 129 706.4 138 356.8 147 714.2 157 969.6 169 258.5 240 709.9 

Total b( 143 860.0 188 903.4 117 178.6 125 165.2 133 783.2 143 203.3 153 432.^ 218 653.5 

Souroe: ECLA. 

a / Converted at the exohange rate for imports, 

b / Exoluding Venezuela. 
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Table H 

LATIN AMERICA: PROJECTED TOTAL GROSS INVESTMENT 

(Millions of dollars at i960 prices) a/ 

Accelerated growth 
Low growth rate hypothesis rato hypothesis 

Country 

1975 1980 1975 1980 

Argentina 3 504.2 4 263.6 6 208.0 8 500.6 
Bolivia 124.7 159.1 177.0 248.2 
Brazil 10 153.5 13 587.7 14 653.5 21 532.5 

Costa Rica 281.5 421.5 307.8 442.1 
El Salvador 152.9 193.3 201.3 310.5 
Guatemala 256.0 325.1 332-6 515.8 
Honduras 164.1 219.6 197.0 276.0 
Nicaragua 157.0 202.3 194.5 302.2 

Coloni) la 1 563.3 1 976.5 2 287.0 3 207.7 
cani© 1 273*3 1 579.3 2 087.1 2 926.8 
Ecuador 254.0 319.6 378.9 531.3 
Mexico 6 085.2 8 337.6 6 663.6 9 346.3 
Panama 285.9 416.0 285.9 416.0 
I&raguay 68.8 110.1 150.1 210.5 
Peru 1 043.6 1 363.7 1 321.7 1 853.8 
Dominican Republic 253.9 316.7 388.5 531.9 
Uruguay 196.1 227.3 413.1 552.8 
Venezuela 2 898.9 3 698.9 4 128.0 5 789.1 

Total 28 736.9 37 717-? 40 375.6 57 494.1 

Source : ECLA* 

a/ Converted at the exchange rate for Imports. 

t> 



Table J 

LATIN AMERICA: HYPOTHESES FOR THE FUTURE GROWTH OF THE PURCHASING POtfER OF EXPORTS ^ 
cm O (!) 2 

(MlXIions of dollars at I9o0 prices) • * vO M 
OCX to 

N O Ifest annual average Hypotheses for the purchasing power of exports of goods and servloes o^ . Ul 
Country Quantum Purchasing power Low growth i rate Medium growth rate Relatively high 

growth rat© 

I966.I968 I96O-I962 1966-1968 1975 I98O 1975 1980 1975 1980 

Argentina 1 289 1 586 1 273.3 1 674.7 2 111.2 2 549.0 2 166.9 2 667.5 2 205.6 2 747.3 
Bolivia 61 98 64.0 151.0 209.2 248,4 209.2 248.4 229.8 300.3 
Brazil 1 465 1 991 1 406.0 1 803.5 3 374.6 4 107.0 4 II3.2 5 769.3 4 344.7 6 384.2 

Costa Rioa 108 190 105.3 179.2 345.6 474.2 351.2 487.1 364.8 523.0 
El Salvador 136 229 129.6 211.8 302.0 375.2 301.3 403.9 325.4 444.4 
Guatemala 139 289 130.4 236.0 4o4.1 501.3 410.9 534.1 425.5 571.6 
Honduras 76 143 60.5 172.1 266.5 574.6 270.6 391.8 284.4 431.1 
Nicaragua 87 168 8 9.6 189.6 297.6 404.9 301.7 422.5 320.2 469.5 

Colombia 592 735 571.9 682.0 1 045.0 1 241.2 1 096.5 1 366.4 1 177.5 1 575.7 
Chile 568 753 556,0 950.0 1 367.7 1 578.1 1 609.8 1 840.2 1 678.1 2 045.8 
Ecuador 160 225 158.0 216.0 300*7 376.6 330.4 431.0 359.4 454.6 
Mexico 1 426 1 897 1 372.0 1 767.0 2 537.3 3 151.7 2 593.1 3 276*7 2 892.9 3 957.8 
Panama l4l 255 143.9 269.0 486.9 651.1 502.8 690.7 542.1 799.5 
Araguay 46 58 46.0 61.6 90.0 114.8 90.0 114.8 138.7 
Peru 556 665 548.1 907.7 1 016.4 1 353.7 1 287.8 1 599.5 1 272.1 1 734.7 
Dominican Republic 162 138 180.5 202» 5 326.8 407.2 326.8 407.2 342.8 447.8 
Uruguay 192 231 192.0 229.5 275.9 319.8 298.1 362^6 312.7 399.1 
Venezuela 2 598 3 088 2 515.0 2 109.0 2 636.4 2 982.9 2 636.4 2 982.9 2 701.4 3 208.4 

Latin America a/ ? 

11 12 739 9 563.0 12 013.0 17 393.9 21 211.7 18 904.7 23 986.6 19 878.3 26 633.5 

Latin America b/ 7 204 9 651 7 048.0 9 904.0 14 757.5 18 228.8 16 268.3 21 003.7 17 176.9 23 425.1 

Source : ECLA, on the basis of o f f i c i a l s t a t i s t i c s , 
a / Excluding Cuba and Haiti* 
b / Excluding Cuba, Haiti and Venezuela« 
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Table H 

LATIN AMERICA* HYPOTHESES POR T M FUTURE GROWTH OP EXPORTS 

Hypotheses 
Country Lov growth rate Medium growth rate Relatively high 

growth rato 

1975 1980 1975 1980 1S/5 1980 

Argentina 2 111.2 2 549.0 2 166.9 2 667.5 2 205.6 2 747.3 
Bolivia 136.6 162.3 136.6 162.3 150.1 196.2 
Brazil 3 552.6 4 322.8 4 329.8 6 072*8 ** 573.7 6 720.2 

Costa Rica 363.4 ^95.5 369.3 508.5 383.9 5*7.1 
E1 Salvador 324.7 403.1 332.1 431.6 3^9.9 477.3 
Guatemala 464.4 576.1 472.3 606.9 489.1 657.0 
Honduras 235.9 337.5 239.5 353.0 251.7 338.4 
Nicaragua 272.3 373.5 276.6 391.6 293.0 *+33.5 

Colcnfc la 1 142.6 1 357.1 1 198.9 1 494.0 1 287.4 1 722.8 
Chilo 1 247.9 1 447.6 1 247.9 1 447.8 1 292.8 l 583.4 
Ecuador 319.9 400.6 351.5 458.6 382.3 483.7 
Mexico 2 725.3 3 385.3 2 785.2 3 519.6 3 107.3 4 251.2 
Panama 450.0 601.6 464.7 638.4 501.0 738.9 
Iferaguay 86.1 109.9 86.1 109.9 94.6 132.7 
Perù 885.3 1 179.2 1 121.8 1 384.6 1 108.1 1 511.1 
Domini can Rspublio 215.0 267.9 215.0 267.9 225.5 294.6 
Uruguay- 295.7 342.8 319.5 388.7 335.1 427.7 
Venezuela 3 766.3 4 261*3 3 766.3 4 261.3 3 859a 4 583.4 

Total 18 595^2 22 57M 19 880.0 25 164.4 20 890.2 27 846.5 
Total a/ 14 828.9 18 312.2 16 11*?.7 2 0 17 031.1 23 263,1 

Source: ECLA. 

a/ E&c luding Vene zue la. 
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Table H 

LATIN AMERICA! POTENTIAL SAVINGS GAP AS A PERCENTAGE OP TOTAL GROSS INVESTMENT 

Country 
Average 
1966-1?68 

Low growth r a t e 
hypothes i s f o r 

the product 

Acce lera ted growth r a t e 
hypothes is f o r t he 

ptoc'not a / 

1975 i960 1975 1980 

Argentina - 5 . 1 - 2 4 . 2 - 2 9 . 3 23.8 20.8 

B o l i v i a 41.2 I6.3 10.1 ' 3O.9 34.4 
B r a z i l 4 .8 1.2 0.3 25.7 25.8 

Costa Rica 33 .7 37 .4 41 .3 40*9 41 .6 
El Salvador 21.2 2.6 1 .3 23.4 3 1 . I 
Guatemala 22.8 - 0 . 9 -10.3 19,2 20.6 
Honduras 26.0 22.2 20.3 33.9 32.8 
Nicaragua 4 1 . 4 23.3 24.3 36^2 44 .8 

Colombia 17.4 I 2 . 3 12.5 38 ,0 39-1 
Chile 11 .1 0 . 5 - l . l 31 .7 2 7 . 9 
Ecuador 27.7 28.3 . 30 .8 50o3 53.0 
Mexico 11.5 - 1 . 0 -2.5 5 .8 4 . 6 
Panama 19.7 20.6 16.6 20.5 16.5 
Paraguay 18.6 ' 44 .3 37 .0 65.2 61 .7 
Peru 23.4 I 9 . 5 21.3 34.8 37 .6 
Dominican Republic 4 4 . 1 3 I . 9 32 .7 53.7 55 .3 
Uraguay - 1 3 . 4 - 3 7 . 1 - 4 4 . 2 28.5 28.5 
Venezuela 4 . 1 16.5 24.0 40 .0 47 .5 

Tota l 8*2 h i i t i 26.0 

Source : ECLA. 

e / Hedium growth r a t e hypothes i s f o r exports , 
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LATIN AMERICAS POTENTIAL. TRADE GAP AS A PERCENTAGE OP THE PURCHASING POWER OP EXPORTS ON 

Table H 

; POTENTIAL TRADE GAP AS A PERCENTAGE OP THE PURCHASING POWER 
THE HYPOTHESIS OP AN ACCELERATED GRGi'JTH RATE POR THE PRODUCT 

Medium growth rate Relatively high growth 
hypothesis for hypothesis 

Country exports f o r eyPorts 

1975 1980 1975 x980 

Argentina 19.8 34.7 17.7 30.8 

Bolivia -0.4 17.6 -9*4 -2,8 
Brazil 9.7 6.4 3*9 -3*8 

Costa Rioa 24.3 34.7 19.7 25.4 
El Salvador 21.5 37.0 15.6 24.5 
Guatemala 8 . 6 21.7 4 . 8 13.7 
Honduras 37 .4 48.1 30o8 34 .6 
Nicaragua 25.6 32.1 3^*5 36.9 

Colombia 29 3 2 40.7 20« 3 22.0 

Chile -6.1 14.0 -10,4 2.5 
Ecuador 4.6 14.4 -4* 2 9.0 
Mexico 9.5 15.2 -1.8 - 4 . 7 
Bmama -3.7 0.3 -10.7 -13»3 

Paraguay 39.8 57.9 27.2 30.6 
Peru 15.8 36.8 17.2 25.4 
Dominioan Republio 22.0 35.O 16,3 22.8 
Uruguay 15.4 27.0 10.0 15.4 
Venezuala 2.7 3.6 2.7 1.1 

Total 13.7 22.3 5.9 7.4 

Source: ECLA, 
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Table H 

LATIN AMERICA: POTENTIAL BALANCE-OF̂ PAYMENTS DEFICIT AS A PERCENTAGE OF THE PURCHASING POWER 
OF EXPORTS ON THE HYPOTHESIS OF AN ACCELERATED GROWTH RATE FOR THE PRODUCT 

Count iy 
Average 
1966-19® 

Medium growth rate 
hypothesis for 

exports 

1975 1980 

Rei at 1 v e h l ^ n growth 
rat© hypothesis 
for exports 

1975 1980 

Argentina -8.4 39.0 64.5 36.2 58.6 

Bolivia 26.5 16.8 41.1 5.2 11.9 
Brazil 15.4 31.8 30.8 24.0 15.5 

Costa Rlsa 27.4 38.2 57.2 32.5 44.4 
El Salvador 13.2 31.3 55.9 24.2 39.0 
Guatemala 16.5 18.9 37.0 14.4 25.9 
Honduras 15.7 68.1 109.5 58.5 84.4 
Nicaragua 30.2 '4o.3 55.3 31.5 36.9 

Colombia . 26.5 49.2 73-8 38.1 47.1 
Chile 10.9 6.5 24.7 1.9 14.6 
Eouador 20.4 20.2 33.7 9.3 23.4 
Mexloo 26.4 35.9 47.6 19.5 16.0 
Panama 1 U 9 3.5 6.9 -4.7 -9.2 
Riraguay 35.5 62.8 97.9 47.0 59.2 
Peru 19.5 33.1 63.8 34.9 49.4 
Domlnloan Republlo 36.3 34.8 58.2 27.9 41.3 
Uruguay -8.7 28.0 48.0 21.4 31.8 
Venezuela 3.9 34.9 45.5 32.0 36.2 

Total 12.8 32J: khz. 26.6 i k i 

Sources ECLA* 
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