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Part Onê 

ECONOMIC AND SOCIAL DEVELOPMÈNT 

Chapter I 

A. LONG-TERM EVOLUTION: TOWARDS A NEW STAGE OF 
: . • ECONOMIC DEVELOPMENT . 

The main features v 

As the end of the present decade approaches and the United Nations 
activities on the technical and political levels aimed at defining the 
guidelines for the establishment of a Nèw International Development Strategy 
for the next decade are stepped up,!it is both timely and of extraordinary 
interest to examine and appraise the nature and scope of the process of 
economic and social development taking place in the region, especially as 
regards the various aspects and problems of Latin America's external economic 
relations. This is particularly important because CEPAL must contribute, 
through its ideas and proposals, to the debate which has already begun in 
order that the new Strategy may represent an effective programme of 
international action to promote the development of the peripheral countries, 
incorporating issues and objectives which may be of special interest for 
Latin America. 

It seems desirable to place this research within the context of a 
long-term analysis in order to make it possible to illustrate and understand 
more precisely the profound changes which have taken place in the Latin 
American economy and society and in the place of the region in the international 
economy. This introductory section, then, will summarize the most outstanding 
features of the evolution of the economic development, dealt with in this 
chapter. 

All through the last thrée decades, Latin America as a whole has gone 
through a dynamic process of economic development which may be considered 
quite significant. The gross domestic product has grown at an average rate 
of 5.5% per year, which is faster than the other developing areas (except 
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for the oil producing countries), and even higher than the rate for the 
industrialized market economy countries as a whole, although it is considerably 
less than the dynamism achieved by the socialist countries and Japan. 

This economic growth has been accompanied by a relatively intensive 
process of investment and change in the productive and technological aspects 
of the economy. The industrial facilities of the region have been 
considerably expanded and diversified, thus making it possible to satisfy 
from domestic production almost the entire demand for consumer goods, as 
well as an increasing part of that for basic intermediate and capital goods, 
and to promote - above all during the present decade - the beginning of a 
growing process of diversification of exports through the incorporation of 
manufactured products. At the same time, agriculture has been changing 
with the introduction of modern production techniques and advances in 
organization and in the marketing of agricultural products. There has also 
been a considerable expansion of the infrastructure, especially that connected 
with transport, communications and energy. Thus, the national economies have 
tended to increase their degree of integration and sectoral interdependence. 

The region as a whole has achieved an average per capita product of 
about 1,300 dollars at current prices and is at a roughly intermediate 
position in the world scale, displaying what might be called an intermediate 
degree of semi-industrialization or economic semi-development. This appraisal 
is not, of course, equally true for every one of the countries of the 
region. 

This picture of the evolution of the. Latin American economy in the 
world context changes considerably, however, if one takes into account the 
rate of population increase, which is clearly higher than the rates in 
other regions of the world. Thus, the average annual rate of increase of 
the per capita gross domestic product was 2.6%, so that in absolute figures 
the product has doubled,, but this has taken 28 years, and the growth has 
been lower than that recorded by the great majority of the industrialized 
countries, except for the United States, so that the income gap which existed 
in comparison with these countries 28 years ago has grown still wider. 
Moreover, the gap with the socialist countries and Japan is even greater, 
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The economic growth rate has shown marked differences between different 
countries or groups of countries in Latin America» although the process has 
been relatively dynamic for the immense majority of them. Considerable 
changes have taken place in the economic and demographic importance of the 
countries at the regional level. Thus, the countries of the Southern Cone 
of Latin America (comprising Argentina, Chile and Uruguay), which had a 
relatively high level of per capita incomê  and had been pioneers in 
industrialization, registered smaller overall economic growth and have 
seen their share of the regional product and: population go down appreciably. 
Another feature of this long-term evolution is that the differences between 
large, medium-sized and small countries as regards degree and potential 
of economic, technological and financial development have become more 
pronounced. Among other aspects, the differences are to be seen in the 
economic and demographic size of the countries,, their degree of 
industrialization, the technological advances achieved and the structure 
of their external economic and financial relations. 

The rate and structure of economic development havè not been uniform 
over the last three decades. There have been profound changes, influenced 
especially by the national strategies and policies adopted by governments, 
the evolution of the world economy and trade, and the new forms of external 
relations of the countries of the region. 

In the^first period, up to the middle of the last decade, the growth 
of the région as' a whole was relatively moderate, being promoted, above all 
in the large countries and some of the medium-sized ones, by substitution 
industrialization. Exports grew very slowly, the terms of trade deteriorated, 
and there was a persistent decline in the coefficient of imports with respect 
to the domestic product. In the second stage, however, which extended from 
the middle of the last decade until the period 1973-1974, the growth rate 
accelerated considerably, external demand increased, the real- value of exports 
grew, and there was greater availability of external financing. In these 
circumstances, imports grew considerably, at a faster rate than the domestic 
product. 

/The world 
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The world economic recession, the inflation unleashed in the 
industrialized countries and the rise in oil prices very seriously affected 
the balance of payments of the non-oil-exporting countries of the region 
in 1974,and 1975, and although there was some improvement in external 
conditions from 1976 onwards, with the tendencies of the industrialized 
countries towards economic recovery, the Latin. American imports of this 
group of countries stagnated or fell, and the growth rate of this group ... 
as a whole-has come down markedly during the last four years, to such an 
extent that these years constitute the period of least growth in the last 
three decades. , In contrast, the evolution of the oil-exporting countries 
was very different and much more favourable, since they greatly increased 
their growth rate during this latter period. 

This experience of the interrelations between the internal and external 
factors of economic growth shows the high degree of dependence or sensitivity 
of the growth rate of the countries of the region with respect to international 
conditions and particularly the economic evolution of the industrialized 
countries. This raises a serious and interesting item of discussion, regarding 
the future strategies and options of Latin American development, especially 
as regards the objectives and goals which should be set for the coming decade. 

, The regional economy has made promising quantitative and qualitative 
advances as regards mutual economic relations between Latin American countries. 
There has also been an increase in the relative importance of exports, to the 
socialist countries, and to a much smaller extent in the region's flow of, 
exports to other developing countries. The most noteworthy development,, 
however, has been Latin America's growing internationalization and closer 
links in the economic and financial field with the system of the central 
economies since the end of the last decade. Moreover, although the development 
of Latin America has led to an evident strengthening of its productive 
apparatus which, in certain activities and certain circumstances, has given 
it a degree of autonomy and greater self-reliance, the external relations of 
the region have become much more complex and diversified, an outstanding 
role being played in this by the transnational enterprises. In this respect, 
it is very interesting to note the marked parallelism displayed over the 
last ten years between the economic growth rate of Latin America and that 
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of the industrialized countries, a noteworthy feature being the less severe 
contraction of this growth rate in the recent period, reflecting the broader 
base of support and development of productive forces which it has been 
possible to establish and promote in the region, although the important 
role played by the availability of external financing should not be 
overlooked (see figure 4 below). 

These are some of the main features which stand out in the long-term 
analysis of the region's economic development. The following two chapters 
of this document deal with the most important aspects relating to the 
appraisal of social and human development. In them, an examination is made 
of the fundamental contradiction characterizing the prevailing style of 
Latin American development, in which there is an evident incongruity between 
a relatively dynamic process of economic growth and technological and 
productive change on the one hand, contrasting with a process of social 
change which is not accompanied by equitable distribution of wealth and 
improvement of the, level of well-being of.the entire population. It is 
stressed that the concentrative tendencies which predominate in these forms 
of economic growth and technological progress lead to situations of marked 
contrasts in levels of productivity and income which further accentuate the 
socio-economic gap within the urban and rural societies of Latin American 
countries. An examination is made of the tremendous concentration observed 
in income distribution, which has tended to get worse rather than improve, 
judging from the experience of some countries for which statistical data 
are available. This part.of the analysis is complemented with a study 
of the dimension and nature of the poverty and extreme poverty situations 
suffered by a high proportion of the population of.Latin America. In 
addition, the analyses and conclusions of other evaluations about the 
seriousness of employment problems are updated and a critical analysis is 
made of the educational systems which are taking shape in the countries of 
the region. 
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2. Economic growth in the period 1950-1978 

Latin American growth in the world context 
Over the last three decades, the region as a whole has achieved quite 

noteworthy economic dynamism. The gross domestic product in 1978 was more 
than four times that of 1950, indicating an average cumulative annual growth 
rate of 5.5%. This rate was higher than the corresponding figures for the 
world economy as a whole, the industrialized market economy countries as 
a group, and the other developing areas, but it was considerably behind 
the rates for Japan, the bloc of Eastern European centrally planned economies, 
and the Middle East. 

Because of its various implications, however, it is interesting to 
note that the economic size of the region, judging from the figures for the 
overall domestic product, is only one-third that of the European member 
countries of the EEC taken'together, although it is larger than the economic 
size of those countries ih 1950. On the other hand, although Latin America's 
net production in 1950 was twice that of Japan, it is now clearly less. 
The considerable distances separating Latin America and the group of centrally 
planned industrialized countries have also increased, although at the 
same time the difference with respect to the United States has tended to 
go down somewhat, even though, in absolute figures, Latin America is only 
one-seventh the economic size of that country. 

These are some of the indicators which reflect the changes that have 
taken place in Latin America's international position, as may be seen from 
table 1, which also shows that in the long term the Latin American economy 
has expanded against a markedly dynamic world economic background whose 
effects and repercussions have extended to the countries of the region, 
above all since the middle of the last decade. 
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Table 1 

WORLD®/! ECONOMIC «OWTH BY REGIONS, 1950-1977 

Total gross domestic 
product 

Population Per capita gross 

V H' O). 
T3 0) r+ ri-fl> H a 

Source» CffAL, on the basis of o f f i c i a l data, estimates of the United Hâtions S ta t i s t i ca l « f f i ce and data of the World Bank. 

a/ Excluding China. 
b/ Excluding Australia and New Zealand. 

1950 1977 
1950-
1977 1 9 » . 1977 

1950-
1977 

1950 1977 
1950-
1977 

Thousands of 
millions of 
dollars at 
1970 prices 

1 2 

Annual 
average 
ra tes as 
percent-

ages 
3 

Millions 

4 5 

Annual 
average 
ra tes as 
percent-

ages 
6 

Dollars of 
1970 

7 8 

Annual 
average 
r a t e s as 
percent-

ages 
9 

World a/ .1 152 4 0*36 4.8 1.229 1 M > 2.0 522 1 232 222. 
la Developed countries 9§9 3 493 4.8 §4¿ UM 1.1 LÍ2S 3 061 3.6 

A. Industrialized market economy countries 860 2 652 4.3 559 758 1.1 1 538 3 499 3.1 
1. United States 467 1 221 3.6 152 217 1.3 3 073 5 649 2.3 
2. Canada 33 114 4.7 14 23 1.9 2 327 4 956 2.8 
3. Western Europe 305 926 4.2 286 346 0 .7 1 068 2 676 3.5 

(a) EEC 251 760 4.2 216 259 0.7 1 163 2 934 3.5 
( i ) Federal Republic of Germany 58 222 5.1 50 61 0.7 1 155 3 639 4.3 

• ( i i ) United Kingdom 72 138 2.4 51 56 0 .3 1 429 2 464. 2.0 
(b) Other countries of Western Europe 54 166 4.2 70 87 0 .8 771 1 908 3.4 

4. Japan 29 287 8.8 83 114 1.2 346 2 509 7.6 
5. Other industrialized countries 26 104 5.3 24 47 2.5 1 083 2 213 2.7 

B. Industrialized countries with centrally-planned economies 129 . 841 7.2 286 391 1.2 451 2 151 6.0 
I I . Developing countries 163 - 603 5.0 1 084 2 185 2.6 150 276 2.3 

A. As o i l or non-oil-exporting countries 
1. Oil-exporting countries - 20 124 7.0 149 317 2.8 137 391 4.1 
2. Hon-oil-exporting countries 143 479 4.6 935 1 868 2.6 153 256 1.9 

B. By geographic region 
1. Africa 24 82 4.7 210 381 2.2 115 215 2.4 
2. Asia a/ 59 188 4.4 658 1 341 2.7 89 609 4.5 
3. Middle East 11 75 7.4 59 123 2.8 182 609 4 .5 
4. Latin America 60 255 5.5 151 . 321 2.8 398 798 2.6 

4 .U Oil-exporting countries. 18 85 6.0 38 89 3.2 471 960 2.7 
4.2. Non-oil-exporting countries 42 170 5.3 113 231 2.7 374 736 2.5 

5. Rest of Oceania b/ 1 3 4 .3 3 5 1.9 246 475 2.4 

i 
i 
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This pattern of evolution becomes very differents however^ if the 
demographic performance of:;the region is incorporated into the analysis. 
Since the war, Latin America has more than doubled its population, and 
the speed at which this has multiplied has been the highest of all the 
developed and developing regions of the world. Even so, the per capita 
product also doubled, growing at an average rate of 2.6% per year, but this 
rate was below that recorded by the great majority of the industrialized 
countries, and particularly the countries of Western Europe, so that the 
income gap which existed in 1950 has become even greater. Thus, for example, 
the EEC countries as a whole increased their per capita gross domestic 
product by a factor of 2.5, whereas Latin America only succeeded in doubling 
its product. The absolute level of the per capita gross domestic product 
achieved by the region in 1978 is still significantly below that registered 
by the EEC countries as a whole in 1950, while the gulf separating it from 
the incomes recorded in Japan and in the centrally planned economies has 
grown even wider. There has only been some reduction in the relative gap 
between Latin America and the United States, because of the lesser dynamism 
shown by the latter country compared with the industrialized world as a 
whole (see table 1). ' 
(b) The stages of economic development and the variations in the 

growth rate 
The rate and pattern of Latin American economic development over the 

last three decades have not been uniform, and the unevenness and differences 
recorded have led to marked contrasts between the evolution of the different 
countries of the region. Against the general background of a relatively 
dynamic process, there have been substantial differences and changes in the 
intensity of growth and in the internal and external structural characteristics 
determining this process« 

Growth took place under the influence of profound and varied changes 
in the strategies and policies adopted by the countries, in the evolution 
of the world economy and trade, and in the availability and movement of 
international financing and capital; A stage of relative stability in the 
functioning of the world economy gave way to another stage of marked expansion 
in production and trade', substantial changes in relative prices, crises, 
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inflation and marked imbalances, while now the world is in a process of 
slow recovery against a background of the clear symptoms of uncertainty 
and instability which dominate the international economic scene. The effects 
and repercussions of these and other external factors have had different 
results for the various Latin American countries, which display a marked 
heterogeneity as regards their endowment with basic resources, their 
economic size, their development potential, and their particular capacity 
for taking advantage of favourable external factors or defending themselves 
against adverse ones. 

At the possible risk of over-simplification, this long-term and always 
generalized analysis for the region as a whole can be divided into various 
stages or periods. The first could deal with the long period extending up 
to the middle of the 1960s; the second would cover the rest of the 1960s 
and continue up to the years 1973-1974; a third period of particular 
significance would correspond to the period 1974-1975, and finally there 
would be the latest period of the last three years. Of course, this long-
term analysis could hardly be applicable exactly to all the Latin American 
countries, because of the special features already noted. It does have 
a certain analytical and explanatory value of a general nature, however, 
as we shall see below. Figure 1 and the statistical data given in table 
2 are highly illustrative in this respect. 

The first stage, which could be defined for statistical purposes as 
the period 1950-1965, was characterized by a growth rate of a little over 
5% per year. Exports grew very slowly, and the terms of trade deteriorated 
after the external sector had evolved favourably during the time of the 
Korean War, when world market prices rose, as did export volumes. The 
capacity of external indebtedness and the availability of financing were 
relatively low in this period. Imports also grew very slowly, at less than 
half the rate of increase of the domestic product, so that the coefficient 
measuring the relationship between imports and the product went down steadily 
from the middle of the 1950s, when the highest values of the period were 
recorded, to the middle of the 1960s, when it reached its lowest levels 
(see figure 2). As is well known, this was the period when the economic 
process was characterized fundamentally by the strategy of import 
substitution, with an extremely high level of protection of home industries. 

/Figure 1 
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Figure 1 

LATIN AMERICA (19 COUNTRIES) ! QtOSS DOMESTIC HIODUCT 

(Annual growth r a t e s ) 

Tot a]. 

6 U 

5 

4 

3 1950-78 

1965-74 

1960-70 

1970-74 

1970-78 

1950-60 

1975-78 

-1 
1950 55 6 0 6 5 70 75 78 
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Table 2 

LATIN AMERICA: EVOLUTION OF THE TOTAL GROSS DOMESTIC PRODUCT 

(Average.annual growth ra tes , percentages) 

1950- 1950- 1960- 1965- 1970- 1974- 1970-
1978 1960 1970 1974 1974 1978 1978 

Economically larger 
countries 

Argentina 3.2 3.0 4.3 4.7 5.1 -0 .8 2.1 
Brazil 7.2 6.8 6.1 9.6 12.2 6.1 9.1 
Mexico 6.0 5.8 7.0 6.5 6.0 3.8 4.9 

Oil-exporting countries 
Bolivia 3.7 0.4 5.5 6.0 5.6 5.8 5.7 
Ecuador 5.8 4.9 5.3 6.6 8.3 6.8 7.6 
Venezuela 6.5 7.6 6.0 4.7 4.7 6.8 5.8 

CACM countries 
Costa Rica 6.1 . 6.2 6.1 7.0 7.0 4.8 5.9 
El Salvador 5.1 4.7 5.6 4.9 5.4 4.8 5.1 
Guatemala 5.1 3.8 5.5 6.1 6.5 5.7 6.1 
Honduras 4.4 3.8 4.9 3.9 3.6 5.5 4.6 
Nicaragua 5.9 5.3 6.9 5.0 6.4 2.3 4.4 

Medium-sized countries 
Colombia 5.2 4.6 5.2 6.3 6.9 » 4.9 5.9 
Chile 3.5 3.9 4.5 3.2 2.3 1.4 1.8 
Peru 4.8 5.3 5.4 5.0 6.0 1.1 3.5 

Other countries of 
South America 

Paraguay 4.6 2.4 4.6 5.2 6.4 8.4 7.4 
Uruguay 1.1 2.1 1.6 1.2 -0.1 3.3 1.6 

Other Latin American 
countries 

Haiti 2.0 1.9 0.6 3.1 4.7 3.1 3.9 
Panama 5.5 4.8 7.8 6.5 5.5 1.8 3.6 
Dominican Republic 5.9 5.7 5.1 8.7 10.0 4.3 7.1 

English-speaking Caribbean 
countries 

Barbados »9« eoo 5.9 3.6 -0 .2 -2.0a/ -0.1b/ 
Guyana ooo 3.2 4.2 2.2 0.2a/ -1.8b/ 
Jamaica 5.3c/ 9.0 5.5 4.7 2.9 -3.9a/ - 2 / 
Trinidad and Tobago « « « • op 4.4 3.0 2.3 3.8a/ 2.9b/ 

Total Sà 5.1 5.7 H 7.5 4.0 5.7 

Fuente: CEPAL, on the basis of o f f i c i a l data. 

a/ 1974-1977. 
b/ 1970-1977. 
c/ 1950-1977. 
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Figure 2 

LATIN tf-IERICA (19 PAIS ES) : HffCRTS OP GOODS AND SSiVICES 

(Percentages of nross donestlo produot) 

Average 1950-60 

1950-78 

1960-70 1970-74= 
1970-78 1975-78 

i9f5-74 

1950 55 60 65 70 75 78 
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The economic growth rate varied considerably from one country to another, 
some of them growing at higher rates than the regional average (see 
table 2). 

The second, stage, which could likewise be defined for purely statistical 
purposes as extending from 1965 to the period.. 1973-1974, shows a structural 
and dynamic picture markedly different from the foregoing. This is evident 
both as regards the internal aspects of government strategies and policies 
and as regards the external aspects, connected with, the expansion of the . 
world economy and trade., the terms of trade and the availability of .external 
financing. 

Thes® different factors combined to give rise to an acceleration in 
the rate, of economic growth, which continued to speed up until 1974. As 
may be seen from table 2, the gross domestic product of the region as a 
whole rose at an annual rate, of 6.7% over the whole period 1965-1974, and 
it grew still faster - at 7.5% per year - in the first four years, of the 
present decade. During this period, the region as a whole showed a more 
uniform growth rate for a larger number of years than in previous periods. 
This evolution was particularly influenced by a few countries, especially 
Brazil, but at all events the improvement was of quite a general nature, 
although it was less marked in other countries. The improvement was . 
particularly noteworthy in the oil-exporting countriesr whose real.income 
grew much more than the regional product because of the big rise in oil 
prices during the period 1973-1974. 

During this second,stage and particularly up to 1973, the external 
conditions tended to improve,- with the most favourable situation for the 
non-oil-exporting countries being reached in the period 1972-1973. The 
same occurred in the case of the oil-exporting countries, which in the. 
following year . (1974) increased their real income still further by securing 
a substantial rise in oil prices. The economic growth rate of the 
industrialized countries was relatively high on average. External demand 
therefore increased considerably and the terms of trade became favourable, 
above all in the two-year period referred to. This was due partly to a 
contraction in the world supply of important agricultural products. There 
was a gradual accentuation of the process of diversification of.Latin American 
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exports, including industrial products, simulataneously stimulated by 
international demand and by deliberate national promotion and incentive 
policies. The external purchasing power increased with the rise.in the 
real value of exports and the greater use of external financing. In these 
circumstances, a growth structure relatively more open to the exterior 
developed in which imports grew much more than the domestic product and the 
coefficient measuring the relationship between these two indicators reversed 
the downward trend which it had been recording in previous years (see 
figure 2), reaching its maximum level in 1974. This greater ease in securing 
imported goods was a positive factor in achieving the high economic dynamism 
recorded during this period. 

Many of the Latin American economies effected considerable changes 
in their institutional structure and progressed in the planning of public 
and private activities and the coherence and clarity with which they defined 
their policy objectives. The organization of financial markets was improved, 
encouraging the formation of savings and increased investment. Particularly 
outstanding, however, are the trade policy measures taken in connexion with 
the organization of exchange markets, the reduction of tariffs and import 
controls with a view to liberalizing imports, and the various measures of 
promotion and direct incentives taken to encourage exports of industrial 
products and other non-traditional items. 

The demands of the accumulation process and the aim of maintaining a 
reasonable degree of autonomy in the management of such key sectors as 
mining and energy caused the attitude to foreign capital to be reviewed. 
There were two main situations in this field: as regards natural resources, 
nationalization was favoured, whereas in respect of the other sectors more 
favourable policies were applied which resulted in heavy participation of 
transnational enterprises in national production and in exports of the kinds 
of goods for which demand was most dynamic. 

While it is obvious that, as already noted, the internal and external 
economic conditions and the growth rate tended to improve for most of the 
countries of the region, it is also true that great disparities became 
evident in this second stage between the countries as regards their capacity 
to take advantage of the new international situations, to advance in the 
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process of changing productive facilities, and to diversify their exports. The 
countries which took most advantage of the favourable external conditions were 
those which combined an active policy of industrialization and internal 
change with the immediate objectives of securing a significant entry into 
international trade and financial markets, and this was particularly so in 
the case of the countries with bigger markets, which had already advanced 
in the industrialization proaess and offered political and economic 
conditions, together with the availability, of. human and material resources, 
which were attractive to foreign capital. Small countries which were 
embarking upon or intensifying their exploitation of natural or primary • 
resources commanding favourable prices on the international market also 
benefited from the situation.- This, together with the greater availability 
of external resources, enabled these countries to make progress in their 
inicipient industrialization process. 

In the two-year period 1974-1975, the situations characteristic of 
the third period identified in this, description of the historical evolution 
of the Latin American economy took shape.. In 1974 there was a drastic 
contraction in the economic growth rate of the Western European industrialized 
countries, and there was.even a drop in absolute terms in the economic 
activities of the United States and Japan (see figure 4). There was therefore 
a slackening of external demand for Latin American exports, and there was 
a particularly sharp deterioration in the terms of trade of the non-oil-
exporting countries. Despite these adverse factors, however, the economic 
process maintained its relatively high degree of dynamism, the domestic 
product and investment grew, and imports continued to increase, to such 
an extent that 1974 registered the highest import coefficient since 1960 
(see figure 4). This led to a big trade deficit which was further aggravated 
by the payments of interest and profits in connexion with the indebtedness 
and external investments of this group of countries. In 1975 the economic 
recession in the industrialized countries became more acute, so that exports 
tended to stagnate or fall and the deterioration in the terms of trade 
became even worse than the year before. A situation of serious external 
strangulation was thus created which was reflected in the generalized drop 
in imports, a substantial balahce-of-payments current account deficit, and 
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the reduction of thé economic growth rate to no more than 3% for this set 
of countries. The oil-exporting countries, in contrast,'benefited from the 
1974 price rise and considerably increased their real income, their 
external purchasing power and their development capacity. 

The pferiod covering the last three years is marked by situations and 
trends which are' considerably different from one country to another, as 
a result of the debts contracted up to 1'975, the varying production 
capacities, the policies for tackling thé balance-of-payments problems, and the 
various favourable or unfavourable effects and repercussions caused by the 
tendency of the industrialized countries to register only slow and irregular 
recovery of their growth rates. 

For the non-oil-exporting countries as a whole (still including 
Mexico in this group, for reasons of statistical comparability) the economic 
growth rate improved compared with 1975, but even so it only reached an 
average of around 4%. The evolution of the product of the oil-exporting 
countries was favourable,in contrast, since these countries as a whole grew 
at the rate of 7.1%. During these last three years, however, the region 
as 'a whole recorded an average growth rate of less than 4.5% per year, 
which is significantly below that of the other periods considered over 
the last three decades. -
(c) Uneven tendencies among countries and greater differences in 

degree of development 
Reference was made in the preceding section to the various factors 

responsible for the unequal economic growth of the countries of the region. 
Part of the explanation of this uneven growth undoubtedly resides in the 
considerable differences displayed by the countries as regards the economic 
and demographic dimensions of their national markets, their endowment with 
natural resources, the particular influence exerted one way or another by 
the evolution and fluctuations of the international economy and trade, and 
especially the impulses connected with the economic and technological 
evolution of the industrialized countries with which they maintain the bulk 
of their external economic,, technological and financial relations. A 
considerable influence has also been exerted by the special features displayed 
in certain substantial aspects by national development strategies and 
policies followed by governments during the period under consideration. 

/If we 
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If we analyse the countries as regards their overall long-term economic 
growth, comparing the levels of the gross domestic product in the two end 
years of the period (1950 and 1978), we see that it was the countries of the 
Southern Cone of South America (comprising Argentina, Chile and Uruguay) 
which - although in 1950 they had reached a relatively high level of 
per capita income by regional standards and had also advanced appreciably 
along the road towards industrialization and productive changes - grew 
least during these last three decades, in the course of which their , 
share of the regional product and population fell. As may be seen from 
the first column of table 2, the average growth rate of the per capita 
product in each of these countries, was well below the regional average, 
and the same occurred in Bolivia, and Haiti. In contrast, growth 
was comparatively more rapid in Brazil, Costa Rica Mexico and 
Venezuela. 

Table 3 gives a classification of the countries according to the 
level of growth rate of their per capita domestic, product. . If we compare 
this information with the global growth rates shown in table 2, this clearly 
brings out the substantial effect of high population growth rates in reducing 
the average per capita income growth rate in most of the countries of Latin 
America. Thus, we see that in half of the 21 countries considered the 
per capita product did not even double over the long period of 28 years 
covered by the analysis, and this.unsatisfactory evolution is particularly 
regrettable because of the-social implications which accompany it, since 
there is not only the well-known problem of high concentration of income 
distribution, but matters are made worse by the low average level of per 
capita income in most of the countries. 

This picture of the past evolution by countries undergoes some 
considerable changes if the analysis is restricted to the two end years of 
this decade (1970 and 1978). This causes a clear increase in the number 
of countries displaying relatively slow per capita economic growth, because 
of the marked slackening of the growth rate during the last three years, and 
particularly the unfavourable effects of external variables on the economies 
of some countries such as those of the Caribbean. Thus, in some of these 
countries the per capita product in the last few years has been lower in 
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Table 3 

LATIN AMERICA» GROUPING OF COUNTRIES BY GROWTH RATE OF PER CAPITA GROSS DOMESTIC PRODUCT AND PER CAPITA GROSS DOMESTIC INCOME 

(Average annual growth r a t e s , percentages) 

Negative O - 0.9 1.0 - 1.9 2.0 - 2.4 2 .5 - 2 .9 5.0 - 3.9 4.0 - 4.9 5 . t and over 

Haiti ( -0 .1) Uruguay (0.8) 

Chile 
Jamaica 

OJ tr co o 
e r+ <D 
r+ (I> 

Argentina 
Bolivia 
Chile 
Honduras 
Paraguay 

Barbados b/ ( -0 .6 ) 
Guyana b j ( -0 .4) 
Jamaica b/ ( -1 .5 ) 

Argentina (0.8) Hait i (1 .5) 
Chile (0.1) Honduras (1.2) 
Panama (0.4) Mexico (1.5) 
Peru (0.7) Nicaragua (1.0) 

Trinidad and 
Tobago b/ (1 .8) 
Uruguay" (1 .3) 

(-1.1) 
b/ (-0.4) 

Argentina (0.6) 
Guyana b/ (0.3) 
Panama 
Peru 
Uruguay 

(0.3) 

8â 
Honduras 
Mexico 
Nicaragua 

A. Per capita gross domestic product 
1950-1978 Ca? countries) 

fcS 
(1.4) 
(1.1) 
(1.8) 

Barbados b/ ( l .O) 
(1.1) 
(1.5) 
(1 .3) 

Colombia 
El Salvador 
Guatemala 
Peru 

(2.0) 
(2.0) 

Latin 
America (2.6) 
Costa Rica (2*7) 
Ecuador 
hexico 
Panama 
Nicaragua 
Dominican 
Republic 
Venezuela 

1970-1978 (23 countries) 

El Salvador (2 .1) Guatemala 
Venezuela 

(2.7) (2.6) (2.6) 
(2.5) 

(2.6) 
(2.8) 

(2.8) 
(2.9) 

B. Per capita gross domestic income 
1970-1978 (23 countries) 

El Salvador (2 .2) 
Hait i (2 .0) 

Guatemala (2 .6) 

Jamaica a/ (3 .7) Brazil (4 .1) 

Latin 
America (2 .8) 
Bolivia (3 .0) 
Colombia (3.5) 
Costa Rica (3 .3) 
Dominican 
Republic (3 .6) 

Latin 
America 
Bolivia 
Colombia 
Costa Rica 
Dominican 
Republio 
Venezuela 

(3.0) 
(3.2) 

8*3 

Ecuador (4.4) 
Paraguay (4.4) 

Brazil (6.1) 

Ecuador (4 .9) 
Paraguay (4 .6 ) 

Brazil (6.1) 
Trinidad and 
Tobago (5.9) 

Source» CIP AL, on the basis of o f f i c i a l data . 

S a/ 1950-1977. 
b/ 1970-1977. 
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absolute terms than that of 1970. Many countries have kept up their 
slow growth rates, while Mexico and Peru have fallen below their past 
tendencies. In contrast, Bolivia, Brazil, Colombia, Costa Rica, Ecuador, 
Guatemala, Paraguay and the Dominican Republic raised their growth rates 
over the levels of their longer-term historical trends. 

Table 3 also gives information on the evolution of real per capita 
income. These estimates are the results of incorporating the effect of 
the external price relationships recorded in 1978 with respect to 1970, 
which is the base year for comparison. It is noted that for the region as 
a whole, largely as a result of the increase in oil prices, increased trade 
earnings are recorded which indicate a growth of 3% per year in real per 
capita income, i.e., greater than the growth rate of the domestic product. 
For this reason, Venezuela, Ecuador, Bolivia and Trinidad and Tobago show 
significant gains, while other countries, such as Chile and Jamaica are 
obviously prejudiced by the negative effect of the terms of trade. 

3. The transformation and diversification of the productive 
system and changes in the structure of the 

domestic product 
(a) General aspects 

The economic growth of Latin America has been accompanied by a process 
of economic and technological transformation of the productive systems 
which has extended, generally speaking, to most of the countries of the 
region. Obviously, however, the depth and dynamism of this process have 
varied from one country to another, depending on their economic expansion 
and their potential or actual development capacity. In this sense, it 
seems clear that the last three decades have accentuated the differences 
between large, medium and small countries (particularly the latter), as 
regards what may be called degree of economic development and future 
potential. 

At the same time, it is very important to bear in mind that these 
economic and technological changes and transformations have taken place 
in all countries in the context of a markedly heterogeneous structural 
situation in which productive segments or units of a high degree of 
modernization and high productivity are juxtaposed or coexist with segments 

/of activities 
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of activities of very low productivity, where technological progress is 
very slow or practically nil, as in subsistence agriculture. This 
technological differentiation, which has been taking shape and becoming 
more marked in almost all sectors of the .economy, constitutes the basic 
structural background which explains important aspects of the conformation 
of Latin American society and particularly the distribution and concentration 
of income, as will be examined in later chapters of this document. 

The agricultural sector has tended to become increasingly integrated 
with the rest of the economy and has increased its degree of interdependence 
both in economic aspects and in technological and financial matters. Against 
the background of the heterogeneity referred to, the technological changes 
have been significant and can clearly be seen in the modifications in the 
productive structure, mechanization and the increasing use of technical 
inputs. These have, profoundly changed social relations within agricultural 
society and its relations with the other sectors of national society. 

The process of diversification and transformation of the industrial 
sector has undoubtedly been of great significance. This sector and other 
attached activities has grown much more than the other sectors of the 
economy and has increased its share in the satisfaction of domestic demand, 
while since the middle of the past decade the diversification of exports 
has been promoted through the sale of industrial products both on the markets 
of the industrialized countries and on those of other countries of the 
region. 

The technological transformation of industry and other activities 
has been based on the direct incorporation of technology originating abroad, 
which is often not very up to date and purchased at high cost. Generally 
speaking, this process has been associated with policies to promote local 
and foreign investment and the sometimes preponderant participation of 
transnational enterprises, and of engineering firms and financing agents 
of the developed countries. 

Modern industrial branches have been established employing spearhead 
production processes and producing the latest, type of goods; together with 
deliberate promotion policies, this has made it easier for local output to 
gain access to the markets of the industrialized countries. 

/Side-by-
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Side-by-side with this industrial progress, the traditional segment 
has continued to exist and has even grown, being as a whole larger in 
terms of number of establishments and volume of employment. These more 
traditional sectors are made up of medium-sized, small and artisanal 
establishments with declining productivity which is reduced to extremely 
low levels in the marginal sectors. 

In the modern sector,some technological efforts are being made, 
although mostly of a minor nature designed to adapt imported technology 
to local circumstances. The intermediate strata of firms, in industrial 
and other activities, generally uses technology which is several decades 
behind the "average technological practice of the modern sector". In 
the sectors at the lower levels of the technological scale, almost no 
technological or organizational changes are made, despite the fact that 
in some countries there are traditional activities or sectors with their 
own technological know-how which could be preserved and incorporated by 
introducing suitable changes and technical inputs, all of which would lead 
to a rise of productivity and income in such activities, 
(b) Changes in the composition of the domestic product 

In the previous appraisals undertaken by CEPâL, emphasis has been 
placed on the fact that the process of industrialization was the fundamental 
factor in the profound changes in the region's production structure as 
illustrated by the figures in tables 4 and 5. 

The share of manufacturing industry in the gross domestic product rose 
from 19% in 1950 to 25% in 1977, The larger countries (in economic and 
population terms) which already possessed a relatively high degree of 
industrialization in 1950, have significantly increased their percentages; 
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Table 4 

LATIN AMERICA; CHANGES IN THE STRUCTURE OP THE GROSS DOMESTIC PRODUCT 

(Percentages) 

Country Agricul-
ture Mining 

E3ec-
Menufaç- Constnw t r io i ty 

turing tion *" gas and 
water 

Transport 
and commu-
nications 

Trade 
and 

finance 
Government 

Other 
servi 

1950 

Argentina 16.? 6 23.2 5.6 0.8 11.1 17.0 13.9 11.1 
Barbados • ft© o ee eee eee eoo eoe eoe eee OOO 
Bolivia 25.4 19.7 12.4 1.6 1.3 6.2 10.5 5.1 17.8 
Brazil 16.7 0.4 21.1 9.1 1.9 4.5 21.7 8.2 16.4 
Colombia 36.2 v 2.5 

1&4 
4.0 0.6 5.6 15.1 6.7 13.6 

Costa Rica 31.5 1&4 4.2 1.1 3.5 21.6 9.5 18.2 
Cuba «Oft o oe eee oee OOO oee oee ooo 

Chile 11.2 12.5 23.1 4.4 0.9 3.4 15.5 6.5 22.5 
Ecuador 24.9 6.5 19.7 6.4 1.7 5.5 12.1 8.6 14.5 
El Salvador 41.0 1.0 12.9 2.5 0.4 3.8 17.9 7.3 13.2 
Guatemala 
Guyana 35.2 0.2 \10 .7 4.0/ 0.3 2.3 24il 8.1 15.0 Guatemala 
Guyana • •e eoe îrtrs—v / " " oee oee oee eoe oee 
Haiti 52.8 3.4 e:2 0.3 1.7 11.8 5.1 16.7 
Honduras 30.1 1.9 15.0 5.8 1.6 6.8 16.5 3.9 18.4 
Jamaica eee eoo oeo eee eoe oee eee eoe ... 
Mexico 18.2 4.0 18.6 4.1 0.4 2.8 27.4 5.9 18.6 
Nicaragua 35.9 1.5 10.6 1.1 0.4 3.4 18.2 10.5 ie .4 
Panama 19.7 sO»? 6.3 3.0 7.4 a4„b 3.8 30.4/ 
Paraguay 45.8 • ^ 17S3 1.5 0.3 5.0 ¿ 5 * 6 " Peru 24.6 7.0 13.7 6.5 0.8 4.4 16.1 9.5 17.4 
Dominican 9.5 17.4 
Republic 
Trinidad and 

34.7 \ 0.3 1 2 . 5 / 3.9 0.3 5.8 13.0 10.4 19.2 Republic 
Trinidad and V * e e o Tobago 
Uruguay 

«»• 15.4 ee« V * e e o o ee ... eoe ^ eee »oe ... f Tobago 
Uruguay 

«»• 15.4 22.7 5.7 0.7 11.7 
Venezuela 7.7 22.7 9.3 5.4 0.3 12.5 9.8 21.5 10.8 
Total 19.8 4.1 18.8 5.6 

1970 
0.9 6.4 18.9 9.5 16.2 

Argentina 13.1 2.1 ?0.2 5.7 2.1 10.1 16.1 9.3 11.1 
Barbados «OB eoe eoo ... eoe eoo • e» eee ooo 
Bolivia 16.9 14.9 12.9 4.5 1.9 8 . 9 11.3 H 19.7 
Brazil 10.0 0.8 28.4 5.8 2.4 5.7 20.7 8.6 17.5 
Colombia 28.6 \ 2 s l _ 1 7 . 5 / 5.5 1.5 7.4 17.3 6.9 13.2 
Costa Rica 25.0 1SÄ 4.7 2.0 4.8 22.4 12.0 14.0 
Cuba © ee o ee eoe 

4.2 
eoo eee ... è'J ooo 

Chile 7.9 11.7 27.2 
eoe 
4.2 1.4 5.7 17.2 è'J 18.3 

Ecuador 30.4 1.0 17.1 4.5 1.3 7.4 13.8 10.7 13.8 
El Salvador 30.6 0.2 17.6 3.0 1.6 5.3 »5.3 8.4 12.8 
Guatemala 30.1 0.1 14.6 2.2 0.9 3.5 27.5 7.0 14.1 
Guyana 
Haiti 

««« 50.8 eoe 
1.7 

ooo 
9.8 

©ee 
2.3 

eoe 
1.3 ìlk 

eoe 
10.9 C é oee 

16.2 
Hondyras 33.4 2 .3 14.1 5.0 1.4 6.7 16.2 3.4 17.4 
Jamaica 9O0 o oe o ee eoo eoe eee eee eoe eoe 
Mexico 11.8 4.1 23.4 5.4 1.4 2.6 28.9 6.5 15.9 
Nicaragua 27.0 0.7 19.2 3.5 1.7 5.8 20.5 7.5 14.2 
Panama 20.7 0.3 15.8 6.3 2.0 5.6 14.0 3.1 32.2a/ 

14.7 s 
Paraguay 34.3 0.1 17.3 3.0 1.2 4.2 19.5 5.7 

32.2a/ 
14.7 s 

Peru 18.8 8.6 20.6 4.5 1.2 4.5 16.1 8.9 16.9 
Dominican 

16.3 Republic 25.8 1.7 16.7 5.5 1.3 8.5 12.7 11.5 16.3 
Trinidad and 
Tobago O •© oeo oeo eoo eoo oee eoo oee eoe 
Uruguay 12.6 1.2 23.0 3.8 1.5 8.6 17.2 14.4 17.7 
Venezuela 7.5 19.9 15.0 3.8 1.7 10.9 13.2 11.7 16.4 
Total 13.8 4.3 24.2 5.2 1.8 6.1 20.7 8.2 15.7 

1977 

Argentina 12.5 1.9 31.4 4.5 2.8 9.7 16.5 9.4 11.2 
Barbados • ee oe e eee eoe eoe eee eoe eoe eoo 
Bolivia 15.0 10.6 14.1 4.6 1.9 9.7 14.9 10.4 18.8 
Brazil< 8.1 0.9 29.4 6o7 2.8 6.0 20.5 7.8 17.7 
Colombia 25.6 \ 1.1 4.3 1.8 9.0 18.9 6.5 13.9 
Costa Rica 20.1 'V/-

18Ï4 5.7 2.2 6.4 22.3 12.2 12.7 
Cuba O • A eee ... a e e oe a eoe oee o o e eoe 

Chile 9.0 13.9 23.4 2.4 2.2 5.6 18.2 7.2 18.1 
Ecuador 42.3 1.2 15.4 1.7 0.5 5.4 11.6 7.4 14.5 
El Salvador 26.5 0.2 18.3 4.5 2.3 5.9 a . 4 9.0 11.9 
Guatemala 29.1 0.1 14.6 4.8 1.1 4.3 26.6 7.2 12.2 
Guyana eoe eoe eee eoe oee oeo oeo eoe eoe 
Haiti 43.8 1.5 12.1 4.1 1.8 2.6 12.3 5.8 15.9 
Honduras 44.1 2.1 6.9 5.6 0.2 5.6 15.9 4.0 15.6 
Jamaica oeo eoe eoo eoo eoo ... oeo o o e oee 
Mexico 9.3 4.9 24.1 5.5 1.8 3.2 28.0 8.6 14.6 
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Table 5 

LATIN AMERICAS AGRICULTURAL AND MANUFACTURING GROWTH 
AND EVOLUTION OP PRODUCTIVITY PER PERSON EMPLOYED 

Annual growth r a t e s , percentages 

Country Agricul ture Manufacturing 
Referenoe 

period 

Agricul ture Manufacturing 

I950-
1977 

1970 
1977 

1950-
1977 

1970-
1977 

Referenoe 
period Total 

GIF 
GDP/ 

p.e»«/ 
Total 

GDP 
GDP/ 

p .e . a / 

Argentina 2.2 2 . 1 1.5 3.U 1947-1970 1.4 2.7 3«9 2.8 
Barbados • • • • • • • •• • • • • • • • « • • • • • • • • • • 

Bolivia 1 .6 3.8 4.1 7.0 1950-1976 0.8 3.0 4.0 2.3 
Braz i l 4.4 6.3 8.5 10.1 1950-1970 4.2 2.4 8.0 3.0 
Colombia 3-6 4.0 6.4 6.8 1951-1970 3.6 2.3 6.4 • O • 
Costa Fdoa 2 .6 8.4 8.8 1950-1973 5.0 3.6 8.4 4.0 
Cuba • •• • • • • • • • • • ... 0« • • • • • • • • • • 

Chile 2.6 3.1 3.5 - 0 . 9 1952-1970 2.6 3.2 5.0 3.1 
Ecuador 3.7 5.0 6.8 10.3 1950-1974 3.6 2.1 6.8 5-3 
El Salvador 3.5 3.0 6.5 5 .6 1950-1971 3-6 1.6 6.0 3.0 
Guatemala 4.2 5.8 6.2 6.3 1950-1973 4.1 2.7 6.2 3.1 
Guyana • • • • •• • • • • • • • • • • • • • • • • • • * • • 

H a i t i 1.2 1.6 3.U 7.0 0 0 0 • 0 • 0 0 0 0 • • 
Honduras 2.9 2.7 5-2 1950-1974 2.7 2 .3 7.3 3.2 
Jamaica • • • • • • • • • • • • • • • • • • » •• • 00 • • • 

Mexico 3.3 1.1 7.0 5*1 1950-1970 4.1 3-7 7-6 3.0 
Nicaragua 4.7 5.2 8.2 1950-1971 4 .7 4.6 8.9 5.4 
Panama 3.6 2.6 7.8 2.0 1950-1970 3.9 2.2 9.9 5.5 
Paraguay 3.5 6.2 ^ 7 6.9 1950-1972 2.6 0.3 4.1 1.5 
Peru 3.0 1.0 6.7 5 .0 1961-1972 1.6 1.8 7.3 
Dominican Republic 3.8 3.6 7 .0 7.0 1950-1970 3.9 3.1 6.9 2.5 
Trinidad and Tobago • • • • • • ... • •• • oo • • • • oo • • • 

Uruguay 1*0 - 0 . 3 2 .6 2.6 1963-1975 0 .5 0 .6 2.0 1.2 
Venezuela 5.1 3.7 7.9 6.6 1950-1971 5.6 2 .6 8 . 1 5.0 

Total hH hi 6.6 M e o e 0 0 0 0 0 0 0 0 0 OOO 

Source; CEPAL, on the basis of o f f c i a l da ta . 
a/ Average annual growth r a t e s of the product per person employed during the indicated periods» 

/These differences 



- 24 -

These differences reflect the varying capacity of countries to 
embark on more advanced branches of industrial development. The large 
countries have advanced in the substitution process of intermediate and 
capital goods whereas most of the other countries are running into 
difficulties or have less" possibilities in that field. Chile and Uruguay, 
which had made an early start in industrialization, are examples of these 
difficulties, since.they did not match the industrial dynamism of the 
large countries (see table 5). 

The agricultural sector shows an inverse trend: its rate of growth 
has been much lower than that of the economy as a whole and its share in 
the gross domestic product has declined considerably. This reflects the 
nature and magnitude of the changes which have occurred in the composition 
of the product, but with all its implications it cannot be viewed as an 
indication of a satisfactory development process. It is true that with 
higher income there tends to be a decline in the share of total demand 
accounted for by agricultural food production; but it should also be 
remembered that even to satisfy effective demand the region has had to 
increase imports at some periods at least and that Latin America's share 
in world exports of certain major agricultural products has declined, thus 
affecting its import capacity. In addition, higher agricultural output 
will be needed to satisfy the potential demand latent in the poverty which 
affects a high proportion of the Latin American population. 

For the region as a whole, the agricultural sector's share dropped 
from 20% in 1950 to 14% in 1970 and 12% in 1977. Its average annual growth 
rate was 3.4%, as opposed to 6.6% annually in the manufacturing sector. 
In 1950, in ten countries this share was over 30%; in 1977 this was only 
true of five countries. 

The transformation of the production structure has made it possible 
to change appreciably the quantity and quality of supply. The industrial 
sector has greatly increased the supply of consumer goods, satisfying demand 
almost entirely in many countries. Output of intermediate goods has also 
increased particularly in basic branches such as steel and petroleum refining 
in recent years the chemical and petrochemical industries have been growing, 
but this trend varies according to the country. Less progress has been 

/made in 
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made in the production of capital goods although, especially in the major 
countries, there are stronger trends towards an import substitution policy 
in those branches, 

4. The region's accumulation and savings capacity 

One of the salient features of the "long-term growth of the region's 
economy is the growing capacity in the.field of accumulation which has 
developed over the last three decades. This had led to large-scale capital 
formation and growth of production capacity which made possible the improved 
economic growth rate referred to above. This process was the result primarily 
of the mobilization of local resources, promoted in almost all the countries 
by institutional reforms in the organization of capital markets, as well 
as by the rise in income, In some cases and during some periods, foreign 
financing and investment also had. some effect, either directly or through 
their role in the play of economic variables, by offsetting the adverse 
effects of external factors or increasing available resources in some measure. 
In addition, it is well known that the trend of investment and real saving 
is linked with changes in the real value of exports and particularly the 
trend of the terms of trade. 

The process of real' accumulation developed more strongly in the second 
period identified in this study. In the period 1967-1974 the average annual 
growth rate of investment (excluding changes in stocks) is estimated at 
over 12% or twice the rate in the preceding period (see table 6). This 
process slackened in recent years, except in the oil-exporting countries, 
due to the lower growth, of real income and particularly the serious balance-
of-payments problems affecting the countries of the region. 

Country-by-country analysis reveals cases of a notable acceleration 
in the rate of fixed capital formation, as may be seen from the detailed 
information contained in table 6. Above-average growth occurred in Brazil, 
linked with the very dynamic economic growth and transformation of that 
country, and in Ecuador and the Dominican Republic which embarked on or 
intensified the exploitation of new natural resources. On the other hand, 
the rate of investment declined considerably and even fell in absolute terms 
in Chile and Uruguay. 
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Table 6 

LATIN AMERICAï EVOLUTION OF GROSS FIXED INVESTMENT 

(Percentages of values at 1970 prices) 

Total gross Coefficients of gross Breakdown of gross 
investment fixed investment (in fixed investment 

Country (average 
annual ra te) 

relat ion to the gross 
domestic product) Machinery and 

equipment 
Construction 

1967-1974 .1950 I960 1970 1977 1950 1977 1950 1977 

Argentina 80O 13.9 19.0 20.0 20.8 26.6 51.6 73.5 48.4 

Barbados eoo eee eoo eoe eee eoe eoe eee eoe 

Bolivia 7.4 9.1 13.4 15.9 18.5 69.4 59.2 30.6 40.8 

Brazil 19.6 24.4 22.0 22.3 24.7 47.4 46.8 52.6 53.2 

Colombia 8.4 21.3 20.6 20.3 17.3 53.9 51.6 46.2 48.4 

Costa Rica 9.8 16.1 18.4 19.5 24.4 39.3 52.5 60.7 47.5 

Cuba 0 0 e eoe eoe eoe eee eoe eee eee eoe 

Chile . 1.2 13.3 13.3 13.7. 9.4 38.0 59.6 62.0 40.4 

Ecuador 16.4 6.9 10.1 15.6 22.3 47.6 35.8 52.5 64.3 

Ea Salvador 7.7 10.2 15.3 12.0 19.4 52.4 60.7 47.6 39.3 

Guatemala 9.2 12.1 11.0 12.5 16.2 51.3 61.1 48.8 39.0 

Guyana eoo. eoe eoe otte eee eee eoo eee eoe 

Haiti 12.2 6.7 5.4 7.1 13.5 eee 50.7 . oee 49.3 

Honduras 6.1 11.6 11.9 19.1 20.3 37.2 47.4 62.8 52.6 

Jamaica oee eee eoo eee • O O eee eoe eoe eoe 

Mexico 10.9 I4c2 16.1 19.6 19.0 41.0 42.8 59.0 57.2 

Nicaragua 9.3 8.3 11.5 16.4 20.9 73.1 70.0 26.9 30.0 

Panama 18.4 13.7 14.5 24.4 23.5 45.5 41.4 54.5 58.7 

Paraguay 10.4 6.2 13.1 14.5 31.3 42.7 57.8 57.4 42.2 

Peru 6.2 13.9 12.6 12.4 12.9 35.1 39.7 64.9 60.3 

Dominican Republic 18.0 11.1 8.4 16.6 22.6 37.2 35.1 62.9 64.9 

Trinidad and Tobago eoe eoe eoe eoe eee eoe eee eoe eoe 

Uruguay 0 .5 17.2 11.8 11.2 13.3 50.8 40.5 49.2 59.6 

Venezuela 9.1 38.9 26.5 22.0 40.3 54.3 40.9 45.7 59.1 

Total 12.8 17.8 18.4 19.6 22.1 40.2 46.4 59.8 53.6 

Source« CE3PAL, on the basis of o f f i c i a l data. 
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The immediate effect of these investment trends on the growth of 
the capacity to produce goods was strengthened by the relatively high share 
accounted for by machinery and equipment. For the region as a whole, that 
share rose from 40% in 1950 to 46% in 1977, and many countries had trends 
similar to this regional average. 

The coefficients measuring the relationship between investment and 
the domestic product shed further light on the relatively high capacity to 
mobilize resources in the region as a whole and in many of its countries 
(see figure 3). It should be noted that the capital formation coefficients 
should be somewhat higher than is indicated in figure 3 and table 6 because 
these do not include changes in stocks which have tended to increase 
significantly in recent years. 

For the.region as a whole the investment coefficient, already relatively 
high at the beginning of the 1950s, tended to rise from the mid-1960s onwards, 
reaching peak levels in most recently years. However this performance has 
not been uniform in all countries, as may be seen from the above-mentioned 
differences recorded in the growth rate of investment. In one group of 
countries, during this period the coefficients remained almost constantly 
relatively high and in some cases even rose, as in the case of Brazil, 
Colombia and Venezuela. Secondly, there are the countries whose coefficients 
increased appreciably, such as Argentina, Bolivia, the Central American 
countries, Ecuador, Mexico, Paraguay, and the Dominican Republic. Finally, 
there are countries like Chile and Uruguay where the coefficients, are low or 
follow a downward trend. 

Dynamic investment was accompanied by strong growth of domestic 
saving. The region had domestic saving coefficients of nearly 18% for 
long periods and increased them to over 20% in some years of the present 
decade. In general, the countries which recorded relatively high and 
stable investment coefficients also had relatively high, stable saving 
coefficients. On the other hand, many countries recorded large swings 
around lower levels in their saving coefficients. This is due to the 
disparities between countries from the standpoint of average income and 
investment levels as well as the varying proportion of external financing. 

/Figure 1 
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Figure 3 

LATIN AMERICA (1? COUNTRIES) t COEOT3IENTS OF CROSS FIXED INVESTMENT 

(Percentages of arose domestic produot) 

1?50 75 77 
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These results are a necessary consequence of the definition of real saving, 
which is defined in the national accounts as the difference between gross 
capital formation and net external financing as measured by the deficit 
on current account of the balance of payments. 

In the context of these national accounts definitions, it is interesting 
to examine the relative importance of gross domestic-saving and net external 
financing with respect to total gross capital formation. The data are 
given in table 7. In the early 1950s, domestic saving represented about 
93% of total capital formations subsequently this coefficient tended to 
increase to some extent; but with the greater use of external resources, 
particularly in the 1970s, the relative importance of domestic saving has 
tended to decline. This occurred in particular in 1974-1975 as a result 
of the large deficit on the balance-of-payments current account of the 
non-oil-exporting countries. In 1975 the figure for the region as a whole 
was 87%, even though this includes Venezuela where domestic saving was 
significantly higher than investment. Secondly, as the relative importance 
of external financing declined in real terms at 1970 prices, the coefficient 
of domestic saving with respect to gross investment again began to rise 
and reached 93% in 1977, thus returning to the level recorded at the 
beginning of the 1950s. 

The large countries like Brazil and Mexico which have accounted for 
an extremely high proportion of the region's net external financing followed 
a trend very similar to that of the region as a whole in the relative 
importance of domestic saving. However, this coefficient is comparatively 
smaller in other countries and in 1977 it was less than 70% in Haiti, 
Honduras and Peru. There are also cases where domestic saving is higher 
than investment, as in the case of Argentina and Colombia. 

/Table 10 
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Table 7 

lATIN AWRICA (19 COUNTRIES) i FINANCING OF INVESTIMENT 

(Percentages of total cross domestic Investnent-^at 197° prices) 

Domestic saving XTat external financing 
Country 

I95O-I952 1970 . 1975 1977 1950-1952 1970 1975 1977 

Argentina 06.6 96.9: . 88.4 109.3 13.4 3-1. 11.6 . -9.3 

Bolivia 97."+ 86.6 61.6 69.2 2.6 13.4 30.4 30.8 

3razil 08.1 94.0 87.7 93.3 11.9 6 .0 12.3. 6.7 
Colombia • 101.1 78.9 96.2 112.1 -l.l 21.1 3.3 -12 .1 

Costa Rloa 97.6 62.I . •57.6 74.5 2.4 . 37.9 42.4 25.5 
Chile 96.6 92.8 49.0 . 72.4 3.4 7.2. 51.0 27.6 

Ecuador 124.5 65.6 70.7 74.I • -24.5 34.4 . 29.3 25.9 
21 Salvador 131.3 104.9 . 77-6 96.7 -31.3 -4 .9 22.4 3-3 
Guatemala 103.7 96.7 - - 90.I . 9^.5 -3-7 3.3 9-9 5-5 
Haiti 94.3 83.3 56.0 14.0 5-7 16.7 44.0 86.0 

Honduras 87.2 . 56.7 50.5 . 68.2 . 12.8 • 43.3 49.5 31.3 

Ilexico 94.4 85.8 80.2 91.4 5.6. 14.2 19.3 3.6 

nicaragua 111.4 - 70¿6 32.2 70.2 -11.4 29.4 67.8 28.8 

Panaria 43.9 74.2 75.5 79.C 56.I 25.8 24.5 20.2 
Paraguay 125.4 77.^ • 75.6 • 77' 5 -25.ìt 22.6 24.4 22.5 

Perù 91.0 118.2 45.3 52.3 . 9 .0 -IC.2 54.7 47.7 

Donlnican ̂ epublic 110.0 55-7 • 9^.3 7.7.4 -10.0 44.3 5-7 22.6 

Uruguay •' 92.9 • 30.7 65.8 86.9 7 . 1 I9.3; 34.2 13.I 
Venezuela 103.3 98.3 123.6 95.9 • - 3 . 8 1-7 -23.6 . 4.1 

Total 2M M 8 h i 93^ 6.8 hi 12.9 6¿6 

Source: CEPAL, on the basis of official data from the countries and balance-of-payments data finished by the 
International ilonetary Fund. 

a/ Calculated in dollars using exchange rates for imports. 
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5. The evolution of the external sector and its 
relationship to economic growth 

(a) Latin American exports in the world context 
The external relations of Latin America have changed enormously in 

the last 30 years. These relations are closely linked with the structure 
of the region's economic development and characterize the different stages 
which have been identified in the analysis of this evolution. One of the 
most striking features is the slow growth of exports. The region as a 
whole has grown at a higher rate than the world economy and even that the 
industrial countries, but its relative importance in world trade has fallen 
markedly throughout the post-war period, as is also true of the other 
developing areas. The share of Latin American exports, about 11% in 1950, 
declined to 5.6% in 1977, and this drop is even steeper if the value of 
oil exports is excluded (see table 8). 

Various factors connected with national policies and changes in the 
world economy underlie this performance. These include the extraordinary 
growth of trade among the industrial countries, spurred by the policy of 
liberalizing trade and the diversified specialization of their production 
systems. Those countries have created a vast economic area where foreign 
trade was at once cause and effect in a process of strong growth and 
transformation of production and technology in their economies. This is 
visible in the fact that between 1950 and 1975 manufactured products 
increased their share in world trade from roughly 44% to over 60%, whereas 
food and raw materials, the major export products of the periphery and 
particularly of Latin America, declined from 46 to 19%. The share of fuels 
increased from 10 to 19%. In other words, much of the explanation of the 
loss of importance of Latin American trade in world trade lies precisely 
in the economic and technological structure characteristic of the degree 
of development of peripheral countries in comparison with that of the 
central countries. 

This process was of course affected by the lower price-income elasticity 
of demand for most commodities in the industrial countries compared with 
the higher elasticity for industrial products and particularly in comparison 
with the new trade flows generated by the constant advance of technology 
in the central countries. 

/Table 12 
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Table 8 

EVOLUTION OF WORLD TRABE BÏ MAJOR REGIONS 

Exports • Imports 

Percentages of 
to t a l 

- Annual' ' 
grovrth 

Percentages of 
to t a l 

Annual 
growth 

1950 1977 ra te 1950 1977 rate 

. Developed market-economy 
countries 60.2 64.7 10Ö9 65.0 67.8 10.4 

1» United States 16.6 10.6 8.8 14.6 12.9 9.7 

2 . Canada 4.7 3.7 9.6 4.6 3.4 8.9 

3. EEC (9 countries) 26.5 33.5 11.6 31.7 33.4 10.5 

4. EFTA <8 countries) 5.6 5.8 10.7 ' 6.1- 6.9 10.7 

5. Japan 1.3 7.1 17.8 1.6 5.7 15.5 

6« Others 5.6 4.0 9.2 5.9 5.5 10.0 

. Centrally-planned 
cyimtries 8.1 M 11.5 7j>2 9 .3 10.9 

1« Eastern Europe 6.8 8.7 11.6 ' 6 .3 8.6 11.5 

2 . Asia 1.3 0.8 8.5 1.6 0.7 7.2 

Developing countries 31.7 25.8 9.8 27.1 22.9 9.6 

1. Oil-exporting 
countries 7 .3 13.6 13.2 4.2 8 .3 13.0 

Latin America 0.7 1.2 12.9 0.9 1.2 11.5 

2 . Hon-oil exporting 
countries 24.4 12.2 7.8 22.9. I M -. 8.4 

Latin America 10.1 4.4 7.2 8.2 4.9 . 8.2 

Africa 4.0 1.6 7.Ó 4.4 . 2.6 8.0 

Asia 9.5 5.9 8.7 8.3 6.2 10.3 

Middle East . 0.8 0 .3 . 6.7 . 1.0 0.9 10.4 

Total 100.0 100.0 10.6 locu) 100.0 10.2 

Source» CEPAL, on the basis of information supplied by the International Monetary Fund. 
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This is not alls however; other important aspects are concerned in 
the problem under consideration. The point is that Latin America's share 
has also declined in the world trade of commodities as a whole. The 
developed countries have considerably increased their share of exports of 
food and agricultural raw materials (in comparison with 1955); and in the 
latter products, the decline in Latin America's relative importance is 
even greater than that of the other developing areas. The same occurs in 
the case of exports of non-ferrous metals. Only in exports of minerals 
did Latin America and other developing countries manage to maintain their 
share, again in comparison with 1955. 

It is clear, therefore, that even in the case of commodities the 
world market, and thus Latin American exports, have been affected by various 
factors linked with the policy followed by the industrial countries in 
relation to domestic production and export promotion, and the technological 
changes which have particularly affected the supply 'and demand of those 
products. 

Since the end of the past decade there has been a diversification of 
Latin American exports, covering commodities and now also including industrial 
products. Thus in 1975, industrial goods represented 14% of total exports, 
or more than twice the figure for 1965. These new trade flows, on which 
the future growth of the external purchasing power needed for the development 
of the Latin American countries largely depends, are also encountering serious 
difficulties and obstacles of different kinds in access to the markets of 
the industrial countries. In Part Two of this appraisal, which deals with 
the external economic relations of Latin America, there is a detailed study 
of the general problems of international trade and the specific policies of 
the industrial countries which harm or limit Latin American exports. 

The distribution of exports from the standpoint of the various areas 
of world trade presents a number of interesting features. The data in 
table 9 quantify the well-known fact that it is the industrial market-
economy countries - the United States, Canada, Western Europe and Japan -
which together absorb the majority of the region's exports, and that it 
is also they which provide most of its imports. Thus it is in these countries 
that the bulk of Latin America's external economic, technological and financial 

/Table 12 



Table 9 

LATIN AMERICA AND CARIBBEAN COUNTRIES; BREAKDOWN OF EXPORTS BY PRODUCT GROUPS AND BX REGIONS OF DESTINATION, 1950-1975 

(Percentages) 

SITC grouping of proàucts ïear 

United 
States 

and 
Cenada 

Western 
Europe 

Soviet -Latin 
Other Union China America 

Japan developed . and ' and and the 
countries Eastern others Caribbean 

Europe countries. 

Devel- Devel-
oping . oping 

countries countries 
of Africa " of Asia 

H 
01 
t r 
H (D 
UD 

O s o 
H e 
a 
<t> 
o. 

Food products 1950 O O O O O O e o e e e e 090 o e o e o e e o e O O O 

(0+1+22+4) I 9 6 0 45.2 3 8 . 8 1 . 9 0 . 7 4.0 0 . 8 7 . 0 0 . 8 1 . 1 

1970 31.3 41.8 4 .7 0.4 10.2 1 . 2 7.7 0 . 9 1.2 
1974 27.4 36.9 5 . 9 0.4 12.4 1 . 0 8.3 '3.6 3.8 
1975 22.1 34.8 4 . 5 0.4 19.9 1 . 0 10.1. 3.1 3.5 

Agricultural raw materials . 1950 • O O O O O O e o o ' e o e e o e e e e e o o e o o e o e 

(2-22-27-28) I960 23.0 41.2 12.4 2.4 8 . 0 0 . 8 9.8 0 . 2 0.4 
1970 13.1 39.3 15.6 1 . 1 6 . 7 0 . 2 17.4 0 .4 6.2 
1974 5.5 41.7 13.1 1.0 7 . 1 3 . 0 22.3 2.0 4.4 
1975 14.9 35.7 14.9 0 .4 5.7 1 . 8 17.3 0 . 8 8.0 

Crude f e r t i l i z e r s and crude minerals, 1950 e o o e o o e o e e o e > e o o 00. e o e eoe e o e 

metalliferous ores and metal scrap I960 59.0 28.8 7.5 1.4 1 . 2 - • 1.5 : 0 . 1 0 .3 
(27+28) 1970 38.5 32.3 16.8 0 .1 9 . 1 0 . 6 2.3 - 0.2 

1974 38.4 31.1 16.0 0 .4 6.6 0 . 7 4*8 1.4 0 .4 
- 1975 28.8 35.2 18.8 - 7.7 0 . 1 6¿7 0 . 5 0.7 

Minerals fuels , lubricants and 1950 O O O eee e o e e o e ... e e e e o e e o e . O O O 

related materials (3) I 9 6 0 40.6 2 0 . 1 0 . 2 0.6 - - 35.5 2.1 0 .3 
• 1970 49.9 1 2 . 9 0 . 9 0.1 - - • 35.1 0.7 0.4 

1974 64,6 6 . 5 0 . 4 0 .1 0.0 - 26.1 0 .5 0.1 
1975 60.9 7 . 8 0 . 2 0.1 0.0 - 24.7 3.0 1.7 

Non-ferrous metals (68) 1950 O O O e o o e e e e e e e e e e o e eee e o o e o e 

I960 38.9 - 58.3 1 . 1 - - • - 2.4 - 0.4 
1970 25.0 58.7 7.6 • - 0 . 3 - 8.3 - 0.1 
1974 ' 26.5 41.5 12.4 - 2 . 2 5.3 11.0 0 . 3 0 .6 
1975 11.7 50.8 17.3 - 2 . 3 0.5 22.7 - 0 .2 



Table 9 (concluded) 

SITC grouping of products Year 

United 
States 

and 
Canada 

Western 
Europe 

Japan 
Other 

developed 
countries 

Soviet 
Union 

and 
Eastern 
Europe 

China 
and 

others 

Latin 
America 
and the 

Caribbean 
countries 

Devel-
oping 

countries 
of Africa 

Devel-
oping 

countries 
of Asia 

Chemicals (5) 1950 o.o 000 0.0 OOP ... a 0. ... OOO o.o 
I960 52.8 25.2 1.6 - 2.4 - 17.9 - -

1970 26.6 24.7 1.5 1.2 2.0 1.5 40.7 1.5 1.0 
1974 30.8 25.0 4.0 0.6 0 .3 0 .5 37.0 0.2 1 . 9 
1975 30.1 24.8 2.6 0 .3 1.0 0.8 35.9 0.4 2.1 

Iron and steel (67) 1950 ete ooo 000 O DP \ OOO OOO OOO OOO OOO 
I960 15.0 52.5 - - - - 32.5 - 2.1 
1970 23.9 12.5 6 . 0 - - 0.5 48.4 8.2 0 .5 
1974 38.3 12.5 3.7 0 . 6 0.2 1.1 41.9 1.1 0.6 
1975 28.5 17.0 4.6 0.7 4.8 - 37.7 3.0 3.0 

Machinery and transport equipment (7) 1950 
I960 

0 ee 
55.7 

0 e e 
28.6 

0 e e 00 0 OOO OOO OOO 
32.1 

OOO OOO 

1970 57.3 11.0 - 0.8 - - 49.3 0.8 0 .8 
1974 27.2 8.4 3.0 2.0 0.1 - 55.0 2.1 2.1 
1975 26.1 8.6 2.7 1.6 0 . 8 0 .1 61.7 5.4 2.3 

Miscellaneous manufactured a r t ic les 1950 toe OOO OOO OOO OOO OOO OOO OOO OOO 
(6+8-67-68) I960 39.3 22.9 0.7 2.9 0 . 7 - 25.0 0 . 7 5.7 

1970 48.8 12.9 1.4 0.5 1.4 - 33.6 0 .3 1.0 
1974 35.2 21.0 2.4 1.7 1.9 0 .1 35.4 0.7 1.3 
1975 39.8 24.2 1.6 0.7 3.9 0 .1 27.2 0.0 1.1 

Total 1950a/ 50.3 28.1 1.0 0.4 0.8 0.1 17.3 OOO 1.7 
i960" 42.1 32.8 2.6 0 .8 2.6 0.4 10.5 1.0 0.7 
1970 35.7 32.1 5.7 0.4 5.7 0.6 18.0 0.7 1.1 
1974 42.7 22.4 4.6 0 .4 4.8 0 .8 20.0 1.6 1.7 
1975 38.7 22.5 . 3.8 0 .3 7.9 0 .5 19.7 2.6 2 .5 

3* Sources; UNCIAD, Handbook of International Trade and Development S ta t i s t i c s , 1976; United Nations publications, Sales N2s E/F.76.II.D.3, and Supplement 1977, 
M Sales m E/F.78.II.D.1. 
cu . . . . . 
i-j a/ The figures for this year re fer only to Latin America» Hie distr ibution by regions i s only approximated. Exports to Africa are included in Latin America — 

and the Caribbean. 



- 36 -

links are concentrated. These are followed in order of importance, but at 
a great distance, by intra-regional trade and exports to the socialist .. 
countries of Eastern Europe. Trade with other developing areas of Africa 
and Asia is very limited. 

These statistics highlight the region's heavy dependence on the 
central countries and the preponderant influence of economic developments 
and the policies of those countries on trends and changes in the external 
demand for Latin American primary products and manufactures. 

Nevertheless, in this, macroeconomic picture some changes have occurred 
which may be of major importance in the future. The proportion of the value 
of exports destined,to the industrial market-economy countries has dropped 
from roughly 80% in 1950-1960 to 65% in 1975. During this same period the 
share of intra-regional trade has risen from 17% (1960) to 20% and exports 
to the socialist countries from less than 1% in the past to 8% in 1975, 
partly due to the shift in Cuba's trade. Trade with other developing areas 
has also increased, although the level remains relatively low at slightly 
over 5% of the total value of exports in 1975. 

In fact, trade within Latin America has increased quantitatively and 
qualitatively much more than appears from these global figures which include 
the Caribbean countries and are affected by the value of oil exports. As 
may be seen from table 10, if those countries aré e x c l u d e d and the analysis 
focuses on 18 countries (11 LAFTA countries, 5 CACfl countries, Panama and. 
the Dominican Republic) it may be seen that intra-regional exports accounted 
for 8% of total exports by those countries in 1960 and nearly 17% in 1977. 
Although this increase is influenced to some extent by the rise in oil 
prices, it is important that industrial products have a larger share of 
intra-regional trade. Thus the region itself accounts for more than 60% 
of exports of transport machinery and equipment, 40% of total exports of 
iron and steel and over 35% of exports of chemicals. 

In addition, the distribution of Latin American exports among the 
industrial countries has changed visibly. The relative importance of the 
United States and Canada has declined in almost all export products, and 
particularly food; the relative importance of that market increased only 
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Table 10 

SHARE OF INTER-LATIN AMERICAN EXPORTS I» TOTAL EXPORTS 

(Percentages) 

I960' 1965 : 1970 1974 1975 1976 1977a/ 

Latin America (18 countries) b/ 8.0 10.3' 12.6 14.7 16.4 16.2 16.7 

Argentina 15.8 16.7 20.8 24.2 25.8 26.9 25.4 

Brazil 7.0 12.7 11.3 12.3 14.4 12.7 12.8 

Mexico 2.9 6.0 8.8 12.9 13.0 14.0 13.8 

CACM 8.2 18.0 28.0 29.4 28.2 24.5 21.8 

Rest of Latin America cf 6.2 10.5 14.6 18.7 20.7 19.2 20.5 

Andean Group d/ 7.6 7.6 8.4 11.7 14.0 13.3 13.9 

Andean Group d/ and Chile 7.6 7.7 9.2 12.4 15.1 15.1 16.1 

Source: CEPAL, on the basis of o f f i c i a l data: International Monetary Fund, Direction of Trade, 
various issues« 

a/ Provisional f igures . 
b/ Comprises 11 countries of LAFTA, 5 countries of the CACM, Panama and the Dominican Republic, 
c! Conçrises 8 countries« 4 countries of the Andean Group (excluding Venezuela), Paraguay, Uru-

guay, Panama and the Dominican Republic, 
d/ Comprises 5 countries» Bolivia, Colombia, Ecuador, Peru and Venezuela. 

/for fuels 



- 38 -

for fuels, iron and steel and miscellaneous manufactures. Likewise the 
relative importance of the Western European market declined, while the 
importance of exports to Japan increased. 
(b) External variables and their relationship to economic growth 

Other appraisals 1/ have already studied the special importance of 
the external sector for the rate and structure of the economic development 
of the Latin American countries. 

In the first period, 1950-1965, exports grew at a lower rate than 
the domestic product; at the same time the external terms of trade were 
deteriorating. For the region as a whole, it is estimated that during 
this period the purchasing power of exports increased at an annual average 
rate of only 2% as opposed to an annual rate of 5.2% in the case of the 
gross domestic product (see tables 11 and' 12, containing annual growth 
rates of exports, imports, gross product and real income of the oil-
exporting and non-oil-exporting countries). 

This was the course followed by the exports and domestic product of 
the large and medium-sized countries; in contrast, in the small countries, 
such as the Central American ones, the purchasing power of exports grew 
at rates similar to those of the product, and in some cases even higher. 
The greatest differences occurred in the case of Brazil, the purchasing 
power of whose exports declined by an average of 0.3% annually while its 
domestic product increased by 6% annually over the period. 

In these circumstances, many countries were unable to increase 
their imports in the manner of earlier periods. 

The changes which occurred between 1950 and 1965 were profound. It 
is interesting to examine figure 3 which displays the trend followed by 
the ratio of imports of goods and services to the domestic product valued 
at parity exchange rates. 

1/ See, The Economic and Social Development and External Relations of 
Latin America (E/CEPAL/1024/Rev.l). 
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Table 11 

LATIN AMERICA: EXTERNAL TRADE, GROSS DOMESTIC PRODUCT AND REAL INCOME 

1950- 1965- 1970- 1974-
1978a/ . 1974 1978 1978 

Percentages 

Volume of exports of goods 3.9 3.6 3.5 4.4 

Oil-exporting countries 2.2 0.6 -3 .5 - 6 . 3 
Non-oil-exporting countries 4 .3 4.5 5.8 6.4 

Volume of imports of goods 4.2 9.4 5.5 3.0 

Oil-exporting countries 5.1 ' 7.2 11.4 11.2 
Non-oil-exporting countries 3.9 9.6 4.5 -0 .2 

Purchasing power of t o t a l exports 3.5 7.7 5.6 -0 .1 

Oil-exporting countries 2.9 11.5 6 .3 -6 .0 
Non-oil-exporting countries 3.6 6 .2 5.4 2.1 

Gross domestic income 5.4 6.9 5.8 3.7 

Oil-exporting countries 5.8 7 .5 7.2 2.9 
Non-oil-exporting countries 5.4 6.8 5.6 3.7 

Gross domestic product 5.5 6.9 5.7 4.0 

Oil-exporting countries 6 .1 5.0 6.0 6.7 
Non-oil-exporting countries 5.4 6.7 5.7 3.7 

Index of unit value of exports 3.8 11.2 13.0 3.5 

Oil exporting countries 5.9 17.9 22.9 4.5 
Non-oil-exporting countries 3.3 9.0 10.8 5.2 

Index of unit value of. imports .. 4.6 7.8 , 11.7 7 .4 

Oil-exporting countries 5.4 6.4 11.8 10.9 
Non-oil-exporting countries 4.4 8.0 11.6 6.7 

Terms-of-trade index - 0 . 8 3.2 1.2 - 3 . 5 

Oil-exporting countries 0 .4 10.7 9.9 -5 .7 
Non-oil-exporting countries - 1 . 1 0.8 -0 .7 - 1 . 3 

1950 1960 1965 1970 1974 1978 

Percentages of gross domestic p r o d u c t a t 1970 prices 

FOB value ef to ta l value cf imports as 
9.7a/ 8.4 6.7 6.8 a percentage of gross domestic product 9.7a/ 8.4 6.7 7 .3 8 .5 6.8 

Oil-exporting countries 24.7a/ 20.4 16.0 14.9 17.9 20.0 
Non-oil-exporting countries 8.4a/ 7 .2 5.7 6.5 7.2 5.7 

Source» CEPAL, on the basis of o f f i c i a l s t a t i s t i c s . 

a( Excluding the English-speaking countries of the Caribbean. 
b/ Calculated i n dollars, using parity exchange rates. 
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Table 12 

LATIN AMERICA (ig COUNTRIES)» EVOLUTION OF THE VOLUME OF EXPORTS AND IMPORTS OF GCCDS 

(Annual ra tes , in percentages) 

Exports of goods 
Purchasing power of exports 

of goods and services Imports of goods 

1950-1978 1970-1978 1950-1978 ' 1970-1978. 1950-1978 1970-1978 

Non-oil-exporting countries 4.3 5.8 3.6 5.4 3.9 4.5 

Argentina 5.9 7.5 2.4 5.2 0.6 -1 .4 
Brazil 4.8 6.2 3.7 7.7 4.9 8.1 
Colombia 3.5 3.9 4.3 8.9 4.0 6.0 
Costa Rica 7.2 7.1 5.9 6.4 8.2 5.1 
Chile 3.5 7.2 3.4 0.5 . 4.3 3.3 
El Salvador 5.9 4.0 4.9 6.2 6.5 8.4 
Guatemala 6.6 6.6 4.7 5.0 4.0 7.1 
Haiti -0 .1 0.1 1.1 5.5 3.5 11.2 
Honduras 4.8 4.9 3.6 4.5 6.5 5.7 
Mexico 4.4 6.2 4.1 6.1 3.5 3.1 
Nicaragua 6.8 6.2 6.6 6.7 7.5 6.0 
Panama 5.4 0.8 4.5 0.2 5.3 -1 .3 
Paraguay 5.5 5.0 3.6 5.2 7.7 13.1 
Peru 4.3 -0 .3 4.8 -0 .3 5.1 1.8 
Dominican Republic 4.2 6.9 4.0 5.4 7.6 5.1 
Uruguay 1.9 7.3 -0 .5 1.7 -0 .3 1.0 

Oil-exporting countries 2.2 -3 .5 2.9 6 .3 5.1 11.4 

Bolivia 1.6 3.1 4.7 6.8 6.6 10.0 
Ecuador 7.9 11.8 7.0 15.7 9.2 12.0 
Venezuela 2.2 -7.0 2.3 5.1 4.6 11.5 

Total h i 3.5 3.5 5.6 . 4.2 5.5 

Source; CEPAL, on the basis cf o f f i c i a l s t a t i s t i c s . 

/Imports of 
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Imports of goods and services as a percentage of the domestic product, 
both valued at market exchange rates, dropped from roughly 17% in 1950-1952 
to an average of 11% in the period 1964-1966. The effects of the decline 
in the terms of trade were appreciable for many countries, and in some 
cases were combined with a.drop in the relative importance of external 
financing. For the region as a whole, the terms-of-trade effects at 1970 
prices represented a gain of 4.7% in relation to the product of 1950-1952, 
and of only 0.1% in 1964-1966. At the same time, net external financing 
dropped from 1.4% to 0.8% of the domestic product in the same period. 

The most spectacular changes took place in Brazil, where between 
1950-1952 and 1964-1966 the coefficients of imports of goods and services 
and of external financing dropped from 15.7% to 4.8% and 3.0% to -0.3% 
respectively. Similar but less extreme trends occurred in Argentina, 
Colombia, Mexico, Uruguay and Venezuela. In contrast, the Central American 
countries managed to increase both coefficients and thus maintained their 
supply of imports at levels of about 30% of the product in the majority 
of cases. , . 

In this period the countries most affected by external restrictions 
advanced in the process of substitution industrialization more rapidly than 
the countries which were able to maintain their supply of external goods. 
However, around 1965 these countries had reached import levels which could 
only with difficulty be further squeezed in relation to economic growth. 

From the mid-1960s onwards, Latin America's external relations 
entered a new stage. Gradual, spreading changes in external policies 
led to greater liberalization of trade and to export promotion, at the 
same time as world demand grew stronger due to the relatively high rate 
of economic growth in the industrial countries. 

The purchasing power of exports of goods and services of the region 
as a whole grew at a higher rate than the product in 1965 and 1973 (6.7% 
and 6.3% respectively). This trend was shared by most Latin American 
countries.. Since at the same time the supply of external financing grew, 
import possibilities increased. A notable case was that of Brazil, where 
the imports-domestic product coefficient rose from 4.8% in 1964-1966 to 
8.3% in 1971-1973. Most countries generally maintained their import 

/coefficients at 
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coefficients at the same level, thus putting an end to the decline which 
had occurred in the previous period. See again table 11, which presents 
the rates of variation in the different variables considered for the 
period 1965-1974, thus reflecting the great effect of the improvement of the 
terms of trade on the purchasing power and real income of the oil^exporting 
countries. During the period, the domestic product of the non-oil-exporting 
countries grew at an annual rate of 6.7% and their imports of goods at a 
rate of 9.6%. A similar situation occurred in the oil-exporting countries, 
with imports growing more than the product, but in this case the trend 
was particularly favoured by the extraordinary rise in the purchasing power 
of oil exports. 

In the period 1974-1978 the serious balance-of-payments problems of 
the non-oil-exporting countries led to a stagnation or decline in the volume 
of imports of goods.for the group as a whole, although with sharp differences 
among the countries; while the domestic product continued to grow, although 
at a very low rate (less than 4% annually) compared with the dynamism of 
previous years. On the other hand, the oil-exporting countries accelerated 
their economic growth and their imports continued to expand considerably. 

These trends in the trade flows of goods and services and in the terms 
of trade had a corresponding effect on the results of the balance of payments. 
The balance on current account tended to show a larger deficit, especially 
from the middle or end of the past decade onwards. For the region as a 
whole, as is shown in table 13, a situation of relative equilibrium in 
1950 was replaced by an increasingly large deficit which reached a peak in 
1975 with a deficit of some 14,000 million dollars. This deficit on current 
account subsequently tended to decline, but started to climb again in 1978, 
again approaching that level. 

It is interesting to point out if these amounts of net external 
financing are evaluated in real terms, at constant 1970 prices, and related 
to the.levels of the gross domestic product, the pattern of use of external 
resources becomes very different from what is suggested by the figures in 
current values. The coefficient measuring the relationship between external 
financing and the gross domestic product in a group of 19 Latin American 

/Table 10 



Table 13 

UHN AMERICA» BALANCE OF PAXHBHS 

(Bil l ions of US dol lars a t current prices) 

Srade account balance 
Het payments of p r o f i t s 

and in teres t 
Carrent account balance Movement of capital Balance of payments 

before condensation 

1 9 » 1970 1974 1975 1977 1950 1970 1974 1975 1977 1950 1970 1974 1975 1977 1950 1970 1974 1975 1977 1950 1970 1974 1975 1977 

Latin America 
1 . Oil-exporting countries 

I 111 
450 

-354 
479 

-2 193 
7 349 

- 8 435 
2 631 

- 2 146 
- 1 498 

-761 
-404 

- 2 854 
-675 

- 4 998 
- 1 091 

- 5 846 
-442 

-6 702 
-596 

306 
3* 

- 3 103 
-272 

- 6 990 
6 140 

-14 046 -10 571 
2 047 - 2 344 

67 4 660 
-23 358 

10 693 
-1 109 

15 011 
1 041 

15 640 
2 829 

373 1 557 
-63 86 

3 703 
5 031 

965 5 269 
3 088 485 

Bolivia 3 0 142 -140 -114 - 4 -25 -37 -31 -73 - 1 -24 108 -167 -165 0 28 17 128 252 - I 4 125 -39 67 

Ecuador 27 -101 208 -185 -44 - 8 -29 -201 -161 -231 19 -122 23 -334 -365 1 126 68 241 477 20 4 111 -93 112 

Trinidad and Tobago _ -15 501 550 474 - -61 -213 -227 -255 - -75 280 312 209 - 63 53 197 291 - -12 333 509 500 

Venezuela 420 595 6 498 2 406 -714 -392 -560 -640 -23 -37 12 -51 5 729 2 236 - 2 003 -94 l4 l -1 267 475 1 809 -82 90 4 462 2 711 -194 

2. Non-oil-exporting 
countries 661 -833 -9 542 -11 066 -648 -377 -2 179 - 3 907 - 5 404 - 8 106 276 - 2 631 -13 130 -16 093 - 8 227 160 4 302 11 802 13 970 13 Oil 436 1 471 -1 328 - 2 123 4 784 

Argentita 102 67 459 -859 1 761 - 3 -223 -333 -428 -507 99 -156 125 -1 281 1 285 40 436 -71 602 560 139 280 54 -679 1 845 

Barbados - -44 -47 -39 -56 - - 3 - 8 -10 - 6 • - -42 -48 -40 -46 - 49 48 56 115 - 7 0 18 69 

Brazil 218 -229 -6 279 - 5 054 -1 424 -110 -428 -1 Oil - 1 794 - 3 432 105 -644 -7 286 -6 836 -4 648 -88 1 278 6 302 5 874 5 742 17 634 -984 -964 894 

Colombia Z7 -149 -210 139 659 -39 -180 -191 -262 -298 -14 -330 -382 -97 411 8 372 270 a o 175 - 6 42 -112 113 586 

Costa Rica 16 -67 -237 -166 -159 -14 -14 -39 -61 -74 2 -77 -267 -218 -220 - 3 66 204 218 306 -1 -11 -63 - 88 

Chile 46 99 78 -295 -124 -58 -196 -271 -284 -359 -13 -95 -187 -576 -470 12 202 -496 150 604 - 1 107 683 -428 134 

El Salvador 15 3 -132 -91 -2 - 2 -9 -21 -29 -38 14 7 - 1 » -95 -7 -10 5 151 109 51 4 12 16 14 44 

Guatemala 3 12 -110 -77 -73 - 3 -38 -48 -66 -85 0 -8 -102 -65 -63 1 28 88 171 212 1 20 -14 106 149 

Guyana _ -5 14 1 -73 - -16 -19 -19 -20 - - a - 8 - a -95 - a 54 71 64 - 0 46 50 -31 
Haiti 3 -17 -42 -56 - 1 » - 5 -4 - 6 -7 -9 -2 - 5 -36 -43 -96 4 9 26 30 102 2 4 -10 -13 6 

Honduras 21 -48 -125 -109 -82 -21 -23 -13 -28 -68 -1 -67 -124 -132 -146 9 58 107 186 a 2 8 - 9 -17 54 66 

Jamaica _ -78 -49 -208 55 - -98 -68 -103 -138 - -148 -83 -288 -68 - 169 153 a 4 52 - a 70 -74 -16 

Mexico 108 -428 -1 542 -2 377 80 -76 -695 -1 447 -1 817 -2 321 33 - 1 075 - 2 890 -4 080 - 2 092 174 1150 2 928 4 257 2 717 207 75 38 177 625 
Nicaragua 6 -16 -213 -147 -123 -6 -29 -56 -54 -62 1 -43 -266 -195 -197 -2 54 238 233 207 - 1 11 -28 38 10 

Panama 5 -40 -163 -141 -86 -12 -29 -57 -23 -39 -12 -72 -234 -175 -140 12 76 222 152 128 0 4 -12 -23 -12 

Paraguay 9 -12 -44 -90 -95 - 1 -10 -13 -13 -16 9 -20 -57 -94 -109 0 28 87 123 222 9 6 30 29 113 
Peru 2 253 -€01 - 1 348 -552 -10 -133 -172 -242 -424 - 5 146 -752 -1 573 -957 8 152 1 160 1 076 955 3 298 408 -497 -12 

Dominican Republic 32 -109 -187 -4 -101 -12 -26 -90 -93 - 1 » 19 -126 -244 -63 -266 15 124 254 91 304 4 - 2 10 28 38 

Uruguay 48 -30 -112 -145 -35 - 5 -25 -42 -71 -67 41 -55 -154 - & 7 -103 10 25 77 145 281 51 -30 -77 -72 178 

Source: CEPAL, on the basis of figures supplied by the International Monetary Fund. 
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countries was on average 1.4% in the period 1950-1952. It dropped to an 
average of 0.8% in the period 1964-1966, rose to 1.9% in the period 1971-1973 
and subsequently reached its highest levels of about 2.5%. This trend 
varied considerably from country to country; in many cases among the non-
oil-exporting countries the figure was 4% or even much higher. 

The group of non-oil-exporting countries increased its deficit on 
current account from some 2,800 million dollars in 1970 to a peak of 16,000 
million dollars in 1975, Thereafter an upturn in exports together with an 
improvement in the terms of trade and above all the stagnation or decline in 
the value of imports brought the deficit down to some 8,500 million dollars 
in 1978. Obviously this group of countries was at the same time affected 
by a substantial contraction in the economic growth rate. It should be 
pointed out that in the period 1974-1975 the deficit was caused primarily 
by the greater value of imports of goods and services compared with the 
value of exports; in contrast, in the last two years the determining factor 
was the net debit from interest and profits in respect of the enormous 
accumulated debt and foreign investment (see below table 20). Changes in 
the sources of financing are another outstanding feature of Latin America's 
external relations in recent years, i.e., the great importance today of 
financing by private international banks and capital movements, as studied 
below in greater detail.2/ 

The oil-exporting countries, among which Venezuela has relatively 
great weight, accumulated large surpluses on current account, particularly 
in the two-year period 1974-1975. In the last two years, however, the rise 
in the value of their imports and the slump in the terms of trade in comparison 
with the high level of 1974, as well as the standstill or decline in the 
volume of their exports, caused deficits in the trade balance and large 
current-account deficits in the balance of payments. 

2/ See, Part Two, chapter IV. 
/B. THE 
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B THE 1970s: RISE AND FALL OF THE ECONOMIC GROWTH RATE 

The overall evolution and the quantitative goals of the 
International Development Strategy (IDS) 

(a) The international economic situation and the Latin American growth rate 
It was noted earlier in this document, when examining the long—term 

tendencies of Latin American development, that the rate and structure of 
economic growth underwent very significant changes in the present decade. 
Reference was also made to the various factors of an internal and external 
nature which have been of influence in these changes and the strategies and 
economic policy measures which have led to profound changes in the external 
economic relations of the region. 

In the first four years of this decade, Latin America maintained and 
even intensified the high rate of economic growth it had been recording 
since 1968. As may be seen from figure 4, the period 1968-1974 was the 
time when the region as a whole achieved its highest and most sustained 
growth rate of the entire period since the war. During this time, the world 
economy expanded with noteworthy dynamism which lasted until 1973. The 
first part of figure 4 illustrates the annual evolution of the growth rates 
of the gross domestic product of the industrialized market economy countries 
with which the region maintains the bulk of its external economic, financial 
and technological relations. 

In 1975 Latin America's growth rate fell markedly, and indeed it 
would have fallen even more sharply had it not been for the increase in 
real income of the region's oil-exporting countries. This was the immediate 
consequence and result of the subsequent effects of the serious balance-of-
payments problems which affected the non-oil-exporting countries in the 
two-year period 1974-1975. During these two years the economic recession 
in the industrial countries which had begun at the end of 1973 and was 
aggravated by the rise in oil prices became even more marked, and in some 
industrialized countries levels of economic activity went down in 
absolute terms. 

/Figure 1 
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GROliTH RATES OF THE MAIN INDUSTRIALIZED HHONQIÌIES ,iND OF UT DJ AMÌRICA 
(Annual growth of "the a*osa doneatlo produot a t constant prices« per oont) 

19^7 68 69 70 71 72 73 7^ 75 76 77 
/From 1976 
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From 1976 onwards, Latin America's economic growth rate tended to 
recover, and this coincided with an improvement in the external variables 
and with the recovery of economic activity in the industrialized countries, 
as may be seen from figure 4. For the region as a whole, however, this 
recovery has been fairly moderate, so that on average the last four years 
show the lowest economic growth rate of all the stages distinguishable 
in the last three decades. 

The dynamism of growth has varied considerably among the different 
groups of countries, but all of them show the same broad evolution to 
differing extents in the present decades expansion, contraction and slow 
recovery, corresponding to the phases observed in the performance of the 
international economy. 

As already noted, this analysis brings.out the marked sensitivity of 
the economic growth rate of the Latin American countries to the behaviour 
of the world economy, and particularly the growth rate of the industrialized 
countries. At the same time, however, it brings out the capacity of the 
regional economy, or at least many of the countries in it, to face up to 
adverse external factors, while not belittling in any way the contribution 
made by the greater availability of external financing in avoiding a bigger 
contraction in the rate of domestic investment and production. 
(b) The evolution recorded during the period 1970-1978 in comparison with 

the quantitative goals of the IDS 
Between 1970 and 1978, the gross domestic product of the region as a 

whole increased at a cumulative annual rate of 5.7%, so that the economic 
growth achieved was in fact somewhat below the goal of 6% laid down in the 
present IDS. This result was affected by the lower dynamism of recent years, 
since in the first four years of the 1970s the growth rate was over 7% per 
year (see tables 14 and 15). Considerable differences are to be observed 
between the different countries, however. Of the 23 countries considered, 
9 of them registered growth rates close to or over the goal of 6%, but at 
the same time there were also cases of very slow growth, and even cases 
where the 1978 domestic product was only about the same as or even below 
that of 8 years before. The evolution was more satisfactory for the 
oil-exporting countries, if one takes into account the effect of the terms 

/Table 12 
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labia 14 

EVOLUTION OF SOKE GENERAL INDICATORS DURING THE PffilOD 1970-1978 

Purchasing 
power of 

Exports exports of 
o f goods and 

Soote services 
(average 

' annual 
V b l n n e r a t e ) 

Country 

l b t a l gross 
domestic product Gross product 

Total 
Per 

capi ta 

Agricul-
tu ra l 
sector 

Indus-
t r i a l 
sector 

Imports 
of 

goods 

Ratio between 
gross domestic 

savings and 
gross domestic 

income * 
(percentage) 

Average growth rate 1973-
1978 

1970 1977 

Argentina 2.1 0 .8 2 .5 2.1 - 1 . 4 7 .5 5 .2 19-8 22.9 
Barbedos - 0 . 1 b / - 0 . 6 y • • • «•>• 2.1 2.8 • • • • • • » • • 

Bolivia £ / 5.7 3.0 3.8 6 .8 10.0 3.1 6.8 15.3 13.3 
Brazil 9 .1 6 .1 5.1 9 .6 8 .1 6 .2 7 .7 22.1 29.2 
Colombia 5.9 3.5 4.4 7.0 6.0 3.9 8.9 17.3 18.7 
Costa Rica 5 .9 3 .3 2.9 8 .6 5.1 7 .1 6 .4 12.8 18.4 
Chile 1 .8 0 .1 1.9 0 . 3 3.3 7 .2 0 .5 14.4 7.4 
Ecuador £./ 7 .6 4.4 4.1 10.6 12.0 11.8 15.7 12.9 17.6 
El Salvader 5.1 2 .1 3.2 5.8 8 .4 4.0 6 .2 . 13.9 17.9 
Guatemala 6.1 2.9 5.4 6 .5 7.1 6 .6 5.0 12.4 16.5 
Guyana - i . e £ / - 4 . 0 * / 4.4y 3.4 y 0 . 9 - 3 . 3 • • • • • • • • • 

Haiti 3.9 1 .5 1 .6 7 .4 11.2 0 .1 5 .5 6.5 6.6 
Honduras 4.6 1.2 3.4 5.5 5.7 4.9 4.5 12.4 14.2 
Jamaica 0.0 y - 1 . 5 y •

 
CM o . * y -0 .4 1 .2 • « • • » © 

Mexico 4.9 1 .5 1 .5 5.5 3.1 6 .2 6 .1 19.4, 22.4 
Nicaragua 4.4 1.0 4.7 4.0 6.0 6 .2 6.7 13.1 16.2 
Panama 3.6 0 .9 2 .4 2.2 - 1 . 3 0 .8 0 .2 19.5 19.8 
Paraguay 7 .4 4.4 6.7 6 .9 13.1 5.0 5.2 11.4 23.? 
Peru 3 .5 0 .7 1 .1 4.0 1.8 - 0 . 3 - 0 . 3 15.2 6.8 
Dominican Republic 7 .1 3 .6 3.7 6.7 5 .1 6.9 5.4 • • • ... 
Trinidad and Tobago 2.9 y 1.8 V 1 .91 / 3 .6* / - 1 . 3 - 3 . 5 • • • 10.7 19.3 
Uruguay 1.6 1 .3 - 1 . 6 3.2 1.0 7 . 3 1.7 9 .2 12.4 
Venezuela 2 Ì 5.8 2 .3 3.9 6 .7 11.5 -7 .0 5.1 26.5 33.0 

Latin America (23 countries) 5.7 2.8 3.2 6 .1 5 .5 3.5 5.6 19.6 24.2 

Source» CEPAL, on the basis of o f f i c i a l s t a t i s t i c s . 1976 f igures are preliminary. 

a/ Calculated on the bas is of f igures expressed in do l la r s e f ' t h e import exchange r a t e , 
b/ 1970-1977. 
c/ The growth ra tes of real gross domestic income between 1970 and 1978 in the main oi l-export ing countries 
~ (Bolivia, Ecuador and Venezuela) were 6.0$, 8.0% and 7.2$ respectively., 
d/ 1970-1976. 
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Table 15 

LATIN AMERICA; ECONOMIC GROWTH, TEE EXTERNAL SECTOR AND FINAL DEKA HD 

(Annual ra tes , in percentages) 

O 
f-h 
r+ n 
fU a a 

Gross 
domestic 
product 

Imports of Private Government 
goods and consumption consumption 
services expenditure expenditure 

1970-1977 

Gross investment 

1970-1978 

Fixed Total 

Exports of 
goods and 

services 

Terms of Purchasing 
trade of Powef o i \ 

goods and exports of 
services S°ods ^nd 

services 

Gross 
domestic 
product 

Imports of Exports of Terms of Purchasing trsrip nf power of 
goods and goods and ¿ r J £

e ^ exports of 
services services services Se rv ices 

n-oil-exporting countries 5.9 4.9 4.8 7.3 6.9 8.5 5.3 0.2 5.5 5.7 4.3 6.0 -0 .6 5.4 

Argentina 2.9 - 2.2 2.6 3.5 3.1 6.6 -1.8 4.7 2.1 -1 .5 7.3 -2 .1 5.2 

Brazil 9.7 9.1 8.1 8.6 4.3 14.5 6.2 3.1 9.4 9.1 8.2 6.3 1.3 7.7 

Colombia 5.8 3.5 6.7 4.5 3.3 2.5 1.6 7.4 9.1 5.9 5.3 5.4 3.2 8.9 

Costa Rica 5.9 5.1 4.2 7.3 9.4 8.8 6.4 0,4 6.7 5.9 5.8 7.5 -1 .0 6.4 

Chile 1.4 1.6 1.0 2.9 -3.9 -5 .7 7.5 -5 .1 -0 .1 1.8 3.1 7.8 - 6 . 9 0.5 

El Salvador 5.2 10.2 5.1 5.3 12.7 11.8 5.1 4.S 10.1 5.1 8.7 4.7 1 . 4 6.2 

Guatemala 6.3 8.2 5.7 4.3 10.2 10.9 7.5 - 0 . 8 6.6 6.1 7.9 6.9 - 1 . 7 5.0 

Haiti 3.9 11.2 4.3 5.8 14.0 13.9 -0 .5 7 .1 6.6 3.9 9.8 0.8 4.7 5.5 

Honduras 4.3 2.9 3.8 7.6 5.1 4.0 2.2 2.1 4.3 4.6 4.7 5.1 - 0 . ? 4.5 

Mexico 4.7 3.4 3.0 11.6 4.2 6.0 5.4 0„7 6.2 4.9 3.2 6.2 - 0 . 1 6.1 

Nicaragua 5.5 8.3 5.2 7.6 9.2 9 .4 5.4 2„8 4.3 4.4 5.7 5.9 0 .8 6 .7 

Panama 3.6 -0 .1 2.5 6.0 3.3 1.8 3.5 -3 .2 0.2 3.6 -0 .8 3=5 - 3 . 2 0.2 

Paraguay 7.1 11.4 5.1 4.0 19.5 19.6 3.4 4 .6 8.1 7.4 13.0 3.2 1.9 5.2 

Peru 4.2 5.9 4.7 7.7 4.8 4.4 -0.7 0 .1 -0 .6 3.5 0.7 1.2 - 1 . 4 -0 .3 

Dominican Republic 7.7 6.0 7.0 -0 .1 12.6 12.0 7.4 1.1 8.5 7.1 5.3 6.4 - 1 . 0 5.4 

Uruguay 1.4 0.2 0.3 0.3 3.9 4.0 6.0 - 4 . 6 1.1 1.6 -0 .5 6.9 - 4 . 9 1.7 

1-exporting countries 5.9 12.4 6.6 9.3 14.6 11.7 -2 .1 
11.4 
2.7 

9 .1 6.0 11.5 -2 .0 8 . 5 6.3 

Bolivia 5.9 10.2 6.2 7.8 8.2 7.7 5.4 2.7 8.3 5.7 10.5 4.1 2 .6 6.8 

Ecuador 7.7 12.3 7.7 4.5 13.4 11.8 9.9 5.7 16.2 7.6 11.0 12.1 3.2 15.7 

Venezuela 5.6 12.7 6.4 10.2 15.2 11.9 -4 .6 13*6 8.4 5.a 11.7 -4 .9 10*5 5.1 

l a M , 5j9 6.3 5.0 7.6 7.7 8.8 4.1 2.4 6.6 5.7 5.7 4.8 0 .8 5.6 

-p 
lO 

Sources CEPAL, on the basis of o f f i c i a l data. 
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of trade in determining their real income. Thus, the annual growth rates 
of real gross domestic income were over 6, 8 and 7% for Bolivia, Ecuador 
and Venezuela, respectively. 

The average growth of agricultural production may be considered 
relatively low if the levels of production of the two end years of the 
elapsed pari: of the present decade are compared. In making such a comparison, 
it should be borne in mind that agricultural production is subject to 
considerable short-term fluctuations, but even so it may be considered that 
the average figures are typical of the slow evolution of the overall 
production of this sector in Latin America as a whole. Thus, the average 
annual growth rate appears to have been only 3.2%, which is considerably 
below the goal of 4% laid down by the IDS. At the same time, however, it 
should be stressed that 7 countries succeeded in equalling or exceeding this 
goal, and in some of them,(Brazil, Guatemala and Paraguay) the increase in 
agricultural production was quite large, although there were other cases 
where the performance was clearly unfavourable (Mexico, Peru and Uruguay). 

The region as a whole did not succeed in reaching the goal of 8% 
laid down by the IDS for industrial development either. The substantial 
decline in the growth rate recorded in recent years was of decisive 
influence in this sector. The average cumulative rate for the period 
1970-1978 was 6.1%, and only three countries (Brazil, Costa Rica and Uruguay) 
exceeded the goal of 8%. In many countries growth was relatively slow, and 
in some of them the 1978 level of industrial production was only about the 
same as that recorded in 1970. 

The quantitative model of the IDS also laid down goals for external 
trade (as always, for the developing countries as a whole). It should be 
recalled that these goals were a little under 7% per year for imports and 
a little over 7% for exports. 

As regards the evolution of Latin American exports, it should be noted 
that this was markedly uneven from one country to another. In this respect, 
tables 14 and 15 give information on variations in the volume of exports 
and their purchasing power in terms of import prices. It should be noted 
that comparison of these variables for the two end years of the period 
may not be very representative of the evolution over this length of time, 

/because of 
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because of the big short-term fluctuations recorded-, the average rates 
may vary significantly if the reference years are changed, but this is 
of less importance when aggregate figures for the region as a whole or 
for groups of countries are considered. 

The performance as regards volume of exports (not including services) 
was very uneven between the countries. The region as a whole registered an 
increase of only 3.5% per year. Argentina, Chile, Costa Rica, Ecuador and 
Uruguay achieved an increase of 7% per year or. more, whereas Guyana, Peru, 
Trinidad and Tobago and Venezuela recorded export volumes only about 
equal to or even, below those of 1970. The figures are somewhat more 
favourable, however, if services and tourism are added to exports of goods; 
the corresponding data may be seen in table 15. 

The evolution of the real value of exports of goods and services in 
terms of their external purchasing power was more satisfactory, although 
the growth objective of 7% was not achieved in this case either. Thus, 
the total increase was 5.6%, and only Brazil, Colombia, Nicaragua, Bolivia 
and Ecuador came near to or exceeded this goal. 

The performance of imports changed appreciably over the decade, 
especially in the case of the oil-exporting countries. Thus, a process 
of great dynamism in the first four years of the decada gave way to a 
contraction or slow growth, especially in the bigger countries, while 
many of the other countries continued to expand their purchases abroad. 
Altogether, 1978 imports represented an average annual growth of 5.5% 
with respect to 1970, thus indicating some decline in the coefficient of 
imports with respect to the gross domestic product. 

The IDS also lays down quantitative patterns regarding the increase 
which should be achieved in the coefficient of domestic savings. The. 
general goal laid down is for an increase of one-half per cent per year. 
Although this general rule need not. necessarily be applied to Latin America, 
it is very important to note that during the 1970s the coefficient of gross 
domestic saving with respect to real income increased appreciably from 
19.6% in 1970 to 24.2% in 1977. The oil-exporting countries did exert 
some influence in this movement, but it is also true that the increase in 

/the coefficient 
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the coefficient was of quite a general character and was very considerable 
in some cases. Even so, as may be seen from table 14, there were quite a 
few countries where the coefficient of savings went down, and there are some 
extreme situations where it fell almost vertically. 

To sum up, then, the overall economic growth of the region as a whole 
was close to the goal laid down by the IDS, thanks mainly to the bigger 
dynamism recorded in the early years of the decade, although the IDS did 
in fact hold that the growth rate should tend to increase as the decade 
progressed. The per capita economic growth index, for its part, showed an 
unfavourable evolution with respect to the quantitative reference pattern 
laid down in the Strategy. 

2. Changes in the rate and structure of growth 
^ The economic boom of the three-year period 1971-1973 

During the first three years of the 1970s, there was an acceleration 
in the economic growth of the region, and this dynamism became still more 
marked in the two-year period 1972-1973, particularly as a result of the 
evolution and influence of the external variables. 

Compared with 1970, the gross domestic product of the region as a 
whole grew at the rate of 7.4% per year, and the increase in investment was 
still greater, as may be seen from the figures given in table 16. 

This improvement in economic conditions extended to most of the 
countries although with considerable differences between them. Brazil, 
Ecuador and the Dominican Republic registered exceptional increases, higher 
than the regional average, in the domestic product and investment. Other 
countries, however, such as Argentina and some of the Central American 
countries, achieved only a modest performance reflected in a growth rate of the 
product of less than 5% per year. Unfavourable performances were recorded 
by Chile, which grew very slowly, and Uruguay, whose domestic product went 
down in absolute terms. Among the other countries, relatively high growth 
rates were achieved by Colombia, Costa Rica, Guatemala, Mexico and Panama. 
The figures for Brazil carried particular weight in the regional averages, 
because this country is the biggest in the region in both economic and 
demographic terms. 

/Table 10 



Table 16 

LATIN AMERICA (IS COUNTRIES)» ECOSJONIC (S0VÍTH, THE EXTERNAL SECTOR AND FINAL DEMAND, 1970-1973 

(Arrmal rates« percentages) 

Gross Imports of Private Government Gross investment Ejqiorts of Terms of 
trade of 

Purchasing 
power of 

domestic goods and consumption consumption goods and goods and exporta of 
product services erp^rditure exDonditure Fixed Total services services goods .and 

Non-oil-exporting countries 7.6 8.9 6.6 7.8 10.0 11.6 7 .0 2.4 9 .6 

Argentina 4.7 0 .5 4.9 4.1 4.9 4.6 - 0 . 3 12.5 12.1 

Brazil 13.0 20.2 11.1 .10.9 16.2 20=5 14.2 3.1 17.7 
Colombia 6.9 1.6 8.4 7.1 3.3 -2 .2 6 .3 2.9 9.4 
Costa Rica 7.6 4.4 4.5 8 .3 9.7 11.2 8.5 -2 .4 5.9 
Chile 1.2 2.3 2.0 5.3 -6 .8 - 8 . 2 3.9 -7.6, -4 .2 

El Salvador 5.1 12.1 5.1 7.2 10.6 13.6 6.7 1.0 7.7 
Guatemala 6.6 5.0 6.2 0 .8 6.3 .4 .8 10.2 -5 .2 4.5 
Haiti 4.8 5.1 .3.3 6.6 14.0 14.0 8.5 -2 .6 5.7 
Honduras 4.8 0.6 4.2 -1 .5 1.1 -1 .4 7 .1 0.9 6.1 

Mexico 6 .1 9.0 4.1 10.3 9.6 10.5 9.8 0.9 ' 10.7 
Nicaragua 4.4 14.6 5.4 1.7 7.9 11.5 9.2 0.6 9.9 
Panama 7.2 4.0 5.5 8.8 9.6 9.2 4.5 -1 .0 3.5 
Paraguay 5.8 8.8 5.3 -2 .1 16.2 6.0 1.1 9.4 10.6 

Peru 5.7 7.1 7.1 6.5 7.4 13.6 -5.6 1.8 -3 .9 
Dominican Republic 11.4 6.9 8.2 -1 .8 23.6 18.7 17.9 -1 .0 16.7 

Uruguay -1 .2 -1 .7 0.2 -3 .2 -9 .8 -3 .5 -5 .6 11.8 5.5 

Oil-exporting countries 5.2 5.5 3.3 5.8 13.5 10.6 3.5 . 9.6 13.4 

Bolivia 5 .3 5.7 3.7 9.3 5.4 4.3 9 .4 -4 .6 . 4.4 

Ecuador 9.8 4.9 6.1 4.8 12.1 11.5 27.4 . -1 .3 25.7 
Venezuela 4.3 5.6 2.8 5.7 14.3 10.9 0 .3 12.5 12.7 

Total 7 .4 8.4 6.4 7^6 10.3 11.5 M 3.9 10.4 
Oi r+ 
O 
g Source» CEPAL, on the basis of o f f i c i a l data. 
H 
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Both national policies and external factors exercised strong influence 
on this evolution, and the variety of performance shown by the countries in 
this and other periods may be explained, as already noted, by the 
considerable differences in substantial aspects of national policies, in 
the endowment with natural resources, the size and structure of the 
national economies, and their capacity for reacting quickly to changes in 
the international markets. 

During the period under consideration, exports of goods and services 
grew at a comparatively rapid rate compared with past experience: 
6.3% per year for the region as a whole and 7% per year for the group of 
non-oil-exporting countries. The growth of exports was thus close to the 
increase in the domestic product of those countries. : 

The influence of external demand on the economic process in this 
period was intensified by the action of two additional factors: the 
improvement in the terms of trade and the diversification of exports. 
The favourable evolution of the terms of trade was concentrated in particular 
in the two-year period 1972-1973, after the deterioration suffered in 1971, 
and it was stimulated by the demand of the industrialized countries, which 
were registering high economic growth rates, by monetary speculation, and 
also by the contraction of the world supply of certain agricultural products 
because of adverse weather conditions in various parts of the world. The 
favourable effect of these terms of trade was not generalized in all 
countries, however, as happened with the variation in exports. 

The diversification of exports is the other economic phenomenon of 
great significance in this period. It took place in the same branches of 
basic commodities and was also reflected in a considerable increase in 
export sales of non-traditional industrial products, mainly by the bigger 
countries and some medium-sized countries. 

In short, in the three-year period under consideration the value of 
exports of goods and services in terms of their external purchasing power 
increased at the extremely high rate of 10% per year for the group of non-
oil-exporting countries, and by more than 13% per year for the oil-exporting 

countries. In 
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countries. In these circumstances» exports acted as one of the most dynamic 
factors in overall demands although their importance differed from one 
country to another. 

This expansion in external purchasing power, strengthened to some extent 
by greater utilization of external financing, made possible an inflow of 
imports which increased much more than the domestic product, especially in 
the non-oil-exporting countries (see table 16). 

It. may be said, in general terms, that during this'period, and above all 
in the two-year period 1972-1973, the Latin American economy was free of the 
external strangulation which it had suffered in previous periods. The 
dynamism of exports and the improvement in the terms of trade not only exerted 
.,yan immediate effect on overall demand but also facilitated a substantial 
increase in imports. Thus, total domestic, supply achieved a high level of 
flexibility for satisfying the demand for intermediate and capital goods made 
necessary by the increased investment and domestic product and frequently 
promoted by vigorous government policies. 
(b) 1974: the increase in the real income of the oil-exporting countries 

and the balance-of-payments deficit of the non-oil-exporting countries 3/ 
In 1974 the Latin American economic picture began to change radically: 

the;oil-exporting countries benefited from a big new increase in the price of 
this product, which considerably increased their real income and strengthened 
their development capacity. 

The non-oil-exporting countries, in contrast, were faced in most cases 
with a weakening of the growth rate of external demand, a drop in primary 
commodity prices, and inflation in the prices of imported goods, all of which 
problems were accentuated by the new oil prices. All this caused a serious 
balance-of-payments problem for them, with subsequent adverse effects on.their 
economic growth rates. " 

ZJ The main conclusions noted here have already appeared in previous 
appraisal exercises by the. secretariat. See, for example, the 
"Guatemala Appraisal", in CEPAL Cuademos series 17. 

/As may 
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As may be seen from table 17, the rise in oil prices helped to improve 
the terms of trade for the exporting countries, which thus further improved 
the favourable position they had achieved the year before. In Venezuela 
the terms of trade improved by 100%, in Bolivia by 54%, and in Ecuador 
by 72%. This had a direct influence on* the increase in external purchasing 
power of these countries and on their real national income, which rose by 
around 30% in Venezuela and 20% in the other two countries named. In these 
circumstances, the oil-exporting countries, and particularly Venezuela, 
increased their growth rates and accentuated the markedly expansionary 
structure of their economies. 

As noted, however, the evolution was very different for the non-oil-
exporting countries (see table 17). The international prices for commodities 
reached their peak in the first half of 1974, but then began a steady 
downward trend which persisted during the following year. Only in the case 
of a few agricultural food items did the upward t;rend in international 
prices recorded up to the end of 1974 continue. At the same time, the 
inflationary process in the industrialized countries became more marked, 
so that the prices of imported industrial goods rose. This situation was 
aggravated by the rise in fuel prices, which had varying effects in different 
countries depending on the relative share of such imports in their 
foreign trade. 

The final result for the majority of the non-oil-exporting Latin American 
countries was a significant drop in the terms of trade, which improved only 
in the case of Chile, Mexico, Peru and the Dominican Republic. 

In addition to the unfavourable evolution of the terms of trade, in 
many countries there was also a slackening of the growth rate of exports, 
which in some cases actually went down in absolute terms. Thus, most of the 
countries suffered a significant drop in their external purchasing power. 
This only increased to some extent in Chile, Mexico, Peru and the Dominican 
Republic. For the non-oil-exporting countries as a whole, the purchasing 
power of exports fell by 2.3% compared with 1973. 

/Table 10 



Table 1? 

LATIN AKERICA; ECONOMIC GKOVÏH, THE EXTERNAL SECTOR AI© FINAL DEMAND, 1974 

(Annual rates9p 

H 
D' 
n> 
o o 
3 rt 
fU 
O 
H-
H-
O 
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Gross 
domestic 
product 

Imports of 
goods and 
services 

Pr ivate 
consumption 
expenditure 

Government 
consumption 
expenditure 

Gross investment 

Fixed Total 

Exports of 
goods and 
services 

Terms of 
t rade of 
goods and 
services 

Purchasini 
power of 

exports o: 
goods and 

services 

Non-oil-exporting countries 7 .3 19.9 5.1 6.6 12.5 20.7 1 .4 - 3 . 6 - 2 . 3 

Argentina 6.5 11.5 9 .0 4.8 3.9- 3.9 - 3 . 6 - 8 . 0 -11 .3 

Brazil 9 .8 29.7 5.3 3.9 18.5 29.4 0 . 3 - 1 1 . 5 -11 .2 

Colombia 6.0 13.0 3.1 - 2 . 0 8 .7 32.8 0 .4 - 6 . 2 - 5 . 6 

Costa Rica 5.5 15.9 6 .1 8 .4 9.7 8 .6 11.9 - 1 3 . 7 - 3 . 4 

Chile 5.7 9 .4 2.7 7 .6 13.9 13.5 15.1 13.4 30.5 

El Salvador 6.4 6 .0 4.4 - 4 . 0 14.3 25.5 4 .2 - 9 . 7 - 6 . 0 

Guatemala 6 .4 13.4 2.7 4.7 - 1 . 9 35.1 9 .7 - 1 3 . 0 - 4 . 5 
Haiti 4.4 4.0 4.7 - 1 . 3 . 24.0 • • • - 9 . 3 0 .6 - 8 . 6 

Honduras 0 .6 18.5 3.2 17.3 3.7 31.5 -12.9 1 .0 -12 .0 

Mexico 5.9 17.2 4.0 13.2 9 .8 15.8 - 1 . 4 7 .0 5.6 

Nicaragua 12.9 20.2 14.0 15*1 .20.1 34.3 2.7 - 2 . 0 0.7 

Panama 2.6 6 .5 5.5 . 3.8 -19 .0 -11 .8 13.1 - l i . l , 0 .5 

Paraguay 8 .3 10.5 9 .1 . - 0 . 5 11.2 10.3 7 .7 - 7 . 9 - 0 . 8 

Peru 6.9 32.6 9.8 4.2 30.8 30.4 - 3 . 2 14.4 10.8 

Dominican Republic 6.0 28.2 6.4 37.1 9 . 8 19.1 1.2 11.8 13.0 

Uruguay 2.9 - 2 . 3 1.5 5.8 5.8 - 4 . 8 10.8' - 3 4 . 2 -26.9 

Oil-exporting countries 5.6 30.9 12.4 16.8 0 .5 8.8 - 4 . 7 84.1 

Bolivia 6.7 26.1 9 . 3 7 .1 9 .8 9 . 3 11.6 53.7 71.6 

Ecuador 4.0 68.0 14.9 14.9 18.9 9 .8 - 3 . 9 72.1 65.4 

Venezuela 5.9 25.5 12.1 18.1 - 2 . 4 8.7 - 6 . 4 100.0 87.2 

Total 7 .1 21.5 5j6 7.7 11.3 19.5 0 . 3 15.4 15.7 

Sources CEPAL, on the basis of o f f i c i a l data« 

O l 
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The contraction or stagnation of the real income from exports of goods 
and services was not accompanied, as might be expected, by a change in the 
rate of imports. On the contrary, the latter tended to increase much faster 
than in the previous period. This happened in most of the countries, the 
increase in imports of goods and services for the group as a whole being 20%, 
or almost three times the increase in the gross domestic product. Brazil was 
of particular influence in these results. 

In the face of the balance-of-payments problems raised by the weakening 
of external demand and the deterioration of the terms of trade, the countries 
did not at this stage adopt restrictive measures designed to contain imports 
or reduce domestic demand: the growth rate of investments and the product 
was therefore maintained, and the countries covered the external deficit by 
making intensive use of external financing and monetary reserves. 

The balance of payments deficit on current account of the non-oil-
exporting countries therefore rose from 4,240 million dollars in 1973 to 
13,000 million in 1974 (see table 20). A large proportion of the external 
funds were obtained from private banking sources. It should be noted that 
the balance of payments deficits and external financing flows were mainly 
concentrated in Brazil and,Mexico, but they also increased in other non-
oil-exporting countries. 

To sum up, it might be said that the economic dynamism continued, 
essentially stimulated by investment and domestic demand, and that foreign 
capital played the role of covering the sizable deficit of external resources 
caused by the stagnation of the real value of exports. Thus, external 
indebtedness coincided this year with an increase in the product and an even 
bigger expansion of domestic investment. External financing thus acquired 
greater relative importance with respect to investment, and the real national 
saving coefficient tended to remain at the previous year's levels, or in some 
cases to drop slightly, in relation to the product. 

/(c) 1975: 
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(c) 1975: External bottleneck and drastic fall in the growth rate 
of non-oil-exporting countries 4/ 
In 1975 the external sector's unfavourable trends deteriorated still 

further for the non-oil-exporting countries, as may be seen in table 18. 
The general evolution of these countries may be illustrated by the 

aggregate figures for the group (see table 20). The volume of exports 
decreased and the deterioration in the terms of trade was intensified. 
The latter was the factor most directly responsible for the fall of nearly 
9% in the purchasing power of exports. In these circumstances, the most 
seriously affected countries adopted measures to restrict imports and curb 
domestic demand. The rate of growth of fixed investment slackened 
considerably, to the point where in several countries its absolute levels 
contracted and the growth rate of the domestic product dropped sharply to 
only 2.9%, or almost the same as the population growth. Imports of goods 
and services declined in absolute figures in nearly all the countries, and 
the decrease for the whole group was 5.5%. 

Since this decrease was less than the drop recorded in the real value 
of exports, however, the trade and balance of payments deficits rose above 
the previous year's high values; in terms of dollars at current prices the 
balance of payments deficit was 16,000 million, and was largely financed with 
capital from private banks. This deficit was concentrated in three countries: 
Argentina, Brazil and Mexico, but there was also an increase in other 
countries of this group (see table 20). 

As regards the oil-exporting countries, it should be noted that the 
volume of their exports declined appreciably in 1975, while at the same time 
the terms of trade dropped sharply; this of course was from the high levels 
achieved in 1974. The purchasing power of exports fell by about 30% compared 
with the previous year's value. In contrast, imports continued to grow, 
which was reflected in a decrease in the trade surplus and in the large 
balance of payments surplus recorded in 1974 (in Venezuela, for example). This 
process was more pronounced in the other countries of this group, to the extent 
that in the year under review they recorded deficits on their balances of 

4/ See the previous footnote. 
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Table 18 

LATIN AMERICA (19 COlCTiOô)» ECONOMIC GROWTH, THE EXTERNAL SECTOR AND FINAL DEKA J®, 1975 

(Annual ra tes , percentages) 

Gross 
domestic 
product 

Imports of 
goods- and 
services 

Private 
consumption 
expenditure 

Government 
consumption 
expenditure 

Gross investment 
Fixed Total 

Exports of 
goods and 
services 

Terms of 
. trade of 
goods and 
services' 

Purchasing 
power of 
exports of 
goods and 
services 

Non-oil exporting countries 2.9 -5 .5 1.0 9.9 5.9 3.0 -0 .5 • - 8 . 1 - 8 . 6 

Argentina - 1 . 3 -6 .6 1.3 -0 .8 - 7 . 2 -7 .2 -18.3 - 1 6 . 5 -31.8 
Brazil 5.7 -10.3 0.6 14.4 9.3 o o e 7.6 - 4 . 3 3.0 
Colombia 3.8 -7 .5 4.5 6.1 0.5 -17.4 20.3 - 8 . 9 9.7 
Costa Rica 2.1 -12.0 -0 .4 5.7 -1 .2 -8 .9 - 1 . 6 1 . 7 0.1 
Chile -11.3 . -18.8 -10.6 -6 .9 -27.1 -46.0 0.5 . - 3 2 . 8 -32.6 
El Salvador 4.2 -4 .0 2.2 5.5 22.7 -9 .6 10.9 - 5 . 8 4.5 
Guatemala 1.9 -5 .5 3 . 7 10.1 9 .5 -16.1 0.1 - 0 . 8 -0 .7 
Haiti 2.2 7 .4 2.4 8.0 8 .5 o • e> -3 .3 4 . 4 1.0 
Honduras 0.5 -11.7 2.9 8.4 5.8 -23.9 - 3 . 3 - 3 . 4 -6 .6 
Mexico 4.0 1 . 6 . 2.4 17.9 . 8.8 5.7 -8 .5 • 0 . 6 - 8 . 1 
Nicaragua 1.9 - -20.3 2.0 14.7 -6 .9 -39.9 5.2 - 1 5 . 3 • -10.9 
Panama 0.6 -4 .9 ".-11.2 8.0 24.5 11.3 4.4 - 5 . 9 - 1 . 8 

Paraguay 5.0 7.9 0.1 22.4 19.3 22.8 0.1 - 9 . 2 -9 .2 
Peru 3.3 11.4 3.9 13.5 20.2 10.0 -6 .9 - 1 1 . 5 ' -17.6 
Dominican Republic 5.0 -2 .4 9.0 -27.5 13.7 10.3 -9 .3 3 4 . 7 22.2 
Uruguay 4.4 • ' - -0 .6 3.0 36o8 24.7 17.9 - 1 7 . 8 - 3 . 1 

Oil-exporting countries 5.7 16.1 9.3 12.9 24.5 15.8 -18.2 ; - 1 3 . 0 ' ; -30.0 

Bolivia 6.8 21.9 12.7 10.9 13.2 13.4 -9 .3 - 1 8 . 0 -25.7 
Ecuador 7.5 3.7 6.3 4.1 22.1 20.1 - 4 . 3 - 2 2 . 2 -25.6 
Venezuela 5.2 18.1 9.8 . 14.5 25.6 15.3 -22.0 - 1 1 . 3 -30.8 

Total 3.1 - 2 . 6 1.6 10.3. 7 j6 4 j 2 -3 .5 - 1 2 . 7 -15.8 
EC 

§ — •— 
< Source» CEPAL, on the basis of o f f i c i a l «lata« 



payments. However, these changes are occurring in a comfortable and flexible 
external accounts situation and have not affected the economic dynamism of the 
countries concerned. 
(d) Period 1976-1978: Moderate recovery of the growth rate 

In 1976 a process of recovery was initiated with respect to the critical 
situation prevailing in 1975, when the rate of growth weakened and serious 
balance of payments problems arose. The most significant factors of this new 
trend are linked with the external variables, in particular the course of 
exports and the terms of trade. These links in some degree explain the 
association of the recovery of the growth rate in the Latin American countries 
with the evolution of the world economic situation, especially that of the 
industrial countries, as illustrated in figure 1. 

The experience of the non-oil-exporting countries will be examined first. 
The volume of exports of goods and services of this group of countries shows 
a steady upward movement and it is estimated that the level reached in 1978 
may be ascribed to a rate of increase of about 9% annually with respect to 1975 
(see table 19). The countries mainly responsible for this increase were 
Argentina, Chile, Peru, some Central American countries, Uruguay, and Mexico, 
which for statistical reasons is still classified in this group despite the 
participation its petroleum exports are currently achieving. In the rest of 
the countries the movement of exports has varied: in some the trend has been 
close to the average for the whole group, while in others it has been quite 
unsatisfactory. The changes in the terms of trade also varied between one 
country and another, in line with the varying composition of their exports. 
In 1978 the average index for the whole group, after a rise in the two 
preceding years, droppped to the same level as in 1975. 

An important fact which may be observed in the last column of table 19 
is that the purchasing power of exports, which takes into account the variations 
both in volume and in the terms of trade, increased substantially in most of 
the countries. The opposite occurred in Panama, Dominican Republic and other 
mainly sugar-exporting countries which are not included in the table. 

/Table 19 
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Table 19 

LATIN AMERICA (l9 COUNTRIES)! ECONOMIC GROWTH AND EVOLUTION OF THE EXTERNAL SECTOR AND OF FINAL DEMAND 

(Percentage annual ra tes) 

1970-1977 1970-1978 

o 
0 
3 
rt-
0) 
M r+ 

ê=> 

CA=3 

Gross 
domestic 

product 

Imports of 
goods and 
services 

Private Government 
consumption consumption 
expenditure expenditure 

Gross insestment 

Fixed Total 

Exports of 
goods and 
services 

Terms of 
trade of 

goods and 
services 

Purchasing 
power of 

exports of 
goods.and 

services 

Gross 
domestic 
product 

Imports of 
goods and 
services 

Exports of 
goods and 
services 

Terms of 
trade «f 

goods and 
services 

Purchasing 
power of 

exports of 
goods and 

services 
( ^ 

Non-oil-exporting co un t r i e r a 4.2 - 2 . 3 3.9 5.6 -0.2 1.1 7 .8 4.7 12,9 4.2 - 8.6 - 9.0 
Argentina -2 .6 - 4 . 0 6.7 Argentina 0.7 -2 .6 - 4 . 0 1.1 6.7 5.9 41.8 -10-.2 27.3 -0 .6 -5 .9 -31.4 -8.2 20.7 
Brazil 6.9 4.6 9.5 4.9 2.2 2.1 2.8 15o4 ' 12.2 6.3 -2 .4 0.4 6 .3 6.6 
Colombia e~a 4.3 7.9 6.0 3.2 2.0 7.6 -12.2 32.6 16.4 5.2 11.5 1.6 11.1 13.3 
Costa Rica C=3 5.6 10.4 4.3 6.5 14.4 15.4 4.6 12.1 17.3 5.7 10.6 8 .3 4« 2 12.6 
Chile gss r.r̂ n 6.5 8.2 4.6 2.3 6.2 18.3 13.3 -0 .1 13.3 6.0 10.4 12.2 -1 .8 1C.3 
El Salvador n—A 5.1 17.4 6.7 7.2 10.2 14.7 0.4 25.7 26.2 5.1 10.9 1.0 • 8.6 9.7 
Guatemala 8.1 18.2 7.3 6.8 23.6 25.7 6.2 13.4 20.3 7.0 14.0 5.1 5.7 10.9 
Haiti 3.3 27.5 6.7 7.0 11.9 11.7 -7 .1 29.0 19.8 3.4 17.6 -1 .7 14.0 12.5 
Honduras 7.8 8.8 3.8 17.3 12.C 17.1 6 .0 10°2 16.8 7.5 12.1 12.9 - 13.0 
Nicaragua 5.4 10.0 2.4 9.6 14.7 29.6 1.3 19-7 21.2 2.5 2.5 4.1 8.0 12.2 
Panama 1.2 -6 .7 2.6 2.0 -2 .8 -5 .8 -2.7 -1 .1 -3 .7 2.2 -6 .4 - 0 . 8 -1.7 -2 .5 
Paraguay 9.6 17.8 6.5 7 .3 29.3 23.7 6.4 11.9 19.1 9.6 20.1 4.9 2.1 7.2 
Peru 1.0 -9 .2 2.4 8.3 -15.6 -20.0 12.1 -3.0 8.8 0 .3 -16.4 13.0 -5.7 6.4 
Dominican Republic 4.6 -0 .9 4.7 2.9 -1 .3 0.4 4.6 -14.2 -10.2 4.1 - 0 . 3 3.0 -14.1 -11.6 
Uruguay 3.1 4.4 0.2 1.6 11.0 11.0 17.1 -2 .4 14.2 2.9 1.2 15.7 -4 .0 11.3 
Mexico 2.3 -9 .7 1.2 9.6 -8.0 -4 .6 10.0 -2 .4 7.4 3.7 -6 .0 10.7 -3 .6 6 .8 

Oil-exporting countries 7 .4 12.8 7.6 9.4 19.2 12„9 -0 .2 -0 .8 1.0 7.1 2.7 -0 .3 -4 .3 4.5 
Bolivia 5.8 4.1 4.9 4.5 9.1 9.4 4.6 4.8 9.6 5.4 7.0 1.3 3.9 5.3 
Ecuador 6.7 5.8 7.7 -0 .4 8.5 9.4 0.9 6.9 7.9 6.6 4.5 9.5 0 .1 9 .4 
Venezuela 7.8 14.9 7.9 11.1 21.3 13.5 - l o i -1.7 -2 .8 7.4 11.5 -3 .1 -4 .2 -7 .2 

Total 4.4 0 .5 4.2 6.1 2.4 2.3 6.3 2.1 8.5 4.3 1.0 7.8 -2.0 5.6 6.3 

Source I CEPAL, on the basis "cf o f f i c i a l data. 
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In contrast with the evolution of the real value Of exports, the 
performance of imports has differed widely from country to country: in Chile, 
Colombia and the Central American countries the growth of imports exceeded 
that of the domestic product-, in Argentina, Brazil, Mexico and Peru, on the 
other hand, the volume of imports in 1978 was smaller than in 1975, as a 
result of the restrictive measures adopted. In short, the imports of the 
group as a whole declined by 1.4% annually, while many countries showed a 
highly dynamic trend. 

These variations in trade flows and in the terms of trade to some extent 
modified the structure of the balance of payments during this period. The 
non-oil-exporting countries reduced their trade and current account deficits 
(see table 20). The latter dropped to 9,000 million dollars in 1978, compared 
with the deficit of 16,000 million recorded in 1975, and is now determined by 
the exceptionally large increase in payments of interest on the external debt 
and profits on foreign investment, whereas it was formerly due to excess 
imports of goods and services in the trade balance. 

Furthermore, table 21 shows the relative importance of external debt 
servicing and profits on foreign investment in the accounts of the countries of 
the region. The table presents the percentage figures for payments of 
amortization, interest and profits with respect to the value of exports of goods 
and services. For this group of countries, the relation rose from 32% in 1970 
to over 38% in 1976. The incidence was greater in Brazil (56% in 1977), and 
Mexico, Peru and Chile (50% to 60% in 1976). 

The economic evolution of the group of oil-exporting countries considered 
in this analysis (see table 19) also experienced significant changes in the 
last few years. In Bolivia the rate of economic growth remained at approximately 
the same level; in contrast, it slackened in Ecuador and accelerated in 
Venezuela. Between 1975 and 1978 the gross domestic product of this group of 
countries rose at an average annual rate of just over 7%, which represents 
considerably greater dynamism than that of the group of non-oil-exporting 
countries. In this same period the real value of exports, in terms of their 
external purchasing power, rose in Bolivia and Ecuador, but dimished appreciably 
in Venezuela as the result of a reduction in the volume of external sales and a 

/Table 40 
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Table 20 

LATHI AMERICA (25 COUNTRIES)! BALANCE OF PAWiENIS 

(Millions of dollars at current prices) 

rade account Net payments of p rof i t s and in teres t Balance on current account Movement of capital Balance of payments 

1970 1974 1 575 1977 1978a/ 1970 1974 1975 1977 1978a/ 1970 1974 1975 1977 1978a/ 1970 1974 1975 1977 1978a/ 1970 1974 1975 1977 1978a/ 

Latin America -354 -2 193 -8_ ¡435 - 2 146 -4 413 -2 854 - 4 996 -5 846 -8 702 -9 689 - 3 103 - 6 990 -14 046 -10 571 -13 859 4 660 10 693 15 Oil 15 840 20 460 1 557 3 703 965 5 269 6 601 

Oil exporting 
countries 479 7 349 2 [631 -1 498 - 3 967 -675 - 1 091 -442 -596 -729 -272 6 140 2 047 - 2 344 4 943 358 - 1 109 I 041 2 829 - 3 243 86 5 031 3 088 485 - 1 700 

Bolivia 0 142 L40 -114 -270 -25 -37 -31 -73 -126 -24 108 -167 -185 -393 28 17 128 252 463 4 1 » -39 67 70 
Ecuador -101 208 185 -144 -11 -29 -201 -161 -231 -301 -122 23 -334 -365 -300 126 88 241 477 330 4 111 -93 112 30 
Trinidad and Tobago -15 501 550 474 124 -61 -213 -227 -255 -242 -75 280 312 209 -130 63 53 197 291 330 -12 333 509 500 200 
Venezuela -595 6 498 2 406 - 1 714 - 3 810 -560 -640 -23 -37 -60 -51 5 729 2 236 - 2 003 - 4 120 141 -1-267 475 1 809 2 120 90 4 462 2 711 -194 - 2 000 

Non-oil exporting 
countries -855 -9 542 066 -648 -446 2 179 - 3 907 - 5 404 - 8 106 - 8 960 2 831 -13 130 -16 093 - 8 22? - 8 916 4 302 11 802 13 970 13 Oil 17 217 1 471 - 1 326 - 2 123 4 764 8 301 

Argentina 67 459 -Ì859 1 761 2 847 -223 -333 -428 -507 -680 -156 125 - 1 281 1 285 2 200 436 -71 602 560 630 2eo 54 -679 1 845 2 830 
Barbados -44 -47 r 39 -56 -71 - 3 - 8 -10 - 6 -9 -42 -48 -40 -46 -67 49 48 58 115 62 7 0 18 69 15 
Brazil -229 - 6 279 -5 D54 - 1 424 -2 157 -428 - 1 Oil - 1 794 - 3 432 - 3 451 -644 -7 286 - 6 838 -4 846 - 5 600 1 278 6 302 5 874 5 742 9 100 634 -984 -9S4 894 3 500 
Colombia -149 -210 139 659 480 -180 -191 -262 -298 -318 -330 -382 -97 411 209 372 270 210 175 171 42 -112 113 586 380 
Costa Rica -67 -237 166 -159 -252 -14 -39 -61 -74 -92 -77 -267 -218 =>220 -330 66 204 218 308 370 -11 -63 • - 88 40 
Chile 99 78 -¡295 -124 -273 -196 -271 -284 -359 -457 -95 -187 -578 -470 -715 332 -496 150 604 1 306 107 -683 -428 134 591 
El Salvador 3 -132 -91 -12 -162 - 9 -21 -29 -38 -45 7 -135 -95 -7 -175 5 151 109 51 145 12 16 14 44 -30 
Guatemala 12 -110 -77 -73 -220 -38 -48 -66 -85 -91 - 8 -102 -65 -63 -266 28 88 171 212 333 20 -14 106 149 67 
Guyana -5 14 1 -73 -71 -16 -19 -19 -20 -27 -21 - 8 -21 -95 -100 . 21 54 71 64 130 0 46 50 -31 30 
Haiti -17 -42 -56 -128 -135 - 4 -6 -7 -9 -10 - 5 -36 -43 -96 -100 9 26 30 102 108 4 -10 -13 6 8 
Honduras -48 -125 109 -82 -178 -23 -13 -28 -68 -79 -6? -124 -132 -146 -253 58 107 186 212 293 -9 -17 54 66 40 
Jamaica -78 -49 • 208 55 -49 -98 -68 -103 -138 -164 -148 -83 -288 -68 -196 169 153 214 52 121 a 70 -74 -16 -75 
Mexico -428 - 1 542 -2 377 80 256 -695 -1 447 -1 817 -2 321 -2 620 - 1 075 2 890 -4 080 - 2 092 - 2 214 1 150 2 328 4 257 2 717 2 912 75 38 17? 625 700 
Nicaragua -16 -213 147 -123 -61 -29 -50 -54 -82 -86 -43 -266 -195 -197 -138 54 238 233 207 78 11 -28 38 10 -60 
Panama -40 -163 141 -86 -17 -29 -57 -23 -39 -80 -72 -234 -175 -140 -113 76 222 152 128 158 4 -12 -23 -12 45 
Paraguay -12 -44 -90 -95 -252 -10 -13 -13 -16 -20 -57 -94 -109 -270 28 e? 123 222 430 8 30 29 113 160 
Peru 253 -601 -1 348 -552 180 -133 -172 -242 -424 -527 146 -752 - 1 573 -957 -327 152 1 160 1 076 955 377 298 408 -497 -12 50 
Dominican Republic -109 -187 -4 -191 -326 -26 -90 -93 -123 -129 -126 -244 -63 -266 -400 124 254 91 304 310 -2 10 28 38 -90 
Uruguay -30 -112 145 -35 15 -25 -42 -71 -67 -75 -55 -154 -217 -103 -61 25 77 145 281 161 -30 -77 -72 178 100 

Sources CEPAL, on the basis of data furnished by the International Monetary Fund, 

a/ Preliminary figures. 
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Table 21 

LATIN AMERICA: AMORTIZATION AND INTEREST PARENTS ON EXTERNAL DEBT AND REHIIEAKCES 
OF PROFITS OF DIRECT INVESTMENT AND EXPORTS 

(Percentages of exports of goods and services, at current prices) 

1 9 7 0 1 9 7 4 1976 1977 

Latin America 29^9 2 5 . 6 3 1 . 5 ooa 

Oil-exporting countries 2 U 5 1 2 . 4 1 3 . 2 o«o 

Bolivia 2 2 . 6 1 7 . 8 2 4 . 1 2 7 . 7 

Ecuador 2 2 . 0 2 4 . 6 2 1 . 4 2 7 . 1 

Trinidad and Tobago 1 2 . 7 1 1 . 1 1 5 . 1 990 

Venezuela 2 2 . 6 1 0 . 9 1 0 . 9 OQO 

Other countries 3 2 . 1 3 2 . 1 3 8 . 5 oco 

Argentina 2 4 . 0 2 4 . 5 2 3 . 3 1 6 . 2 

Barbados 6 . 7 7 . 1 3 . 8 

Brazil 4 2 . 6 4 1 . 9 4 9 . 7 5 6 . 3 

Colombia 3 2 . 0 2 7 . 5 2 0 . 2 1 7 . 8 

Costa Rica 1 2 . 8 1 9 . 8 2 7 . 8 2 1 . 8 

Chile 3 0 . 0 3 8 . 2 4 8 . 6 eoe 

El Salvador 7 . 5 8 . 9 8 . 9 ooo 

Guatemala 2 5 . 5 1 6 . 3 1 3 . 2 OOO 
Guyana 1 2 . 2 8 . 5 9 . 6 POO 
Haiti 9 . 5 1 1 . 1 8 . 9 POO 
Honduras 1 6 . 0 1 1 . 1 2 3 . 2 • oo 

Jamaica 2 2 . 8 1 1 . 1 a.4 QOO 
Mexico 4 6 . 5 3 6 . 0 4 0 . 6 ooo 
Nicaragua 2 0 . 1 1 9 . 4 2 0 . 2 ooo 
Panama 1 7 . 6 6 3 . 5 6 3 . 0 oee 

Paraguay 1 8 . 7 1 9 . 0 2 2 . 4 ooo 
Peru 2 7 . 8 3 3 . 1 5 9 . 7 ooo 

Dominican Republic 1 6 . 7 1 9 . 2 2 0 . 5 ooo 
Uruguay 1 5 . 0 1 4 . 4 1 8 . 3 ooo 

Source: CEPAL, on the basis of data furnished by the International Monetary Fund. 
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deterioration in the terms of trade compared with the high level attained by 
this country in 1975. Imports of,goods and services continued to expand at an 
accelerated pace in Venezuela. This country, which had recorded a balance of 
payments surplus on current account in previous years,, showed an increasing 
deficit in the last two years. To sum up, the oil countries (see table 20), 
which altogether reached a current account surplus of over 6,000 million dollars 
in 1974, showed a deficit of nearly 5,000 million in 1978. 

3* Recent trends in the inflationary process 
^ The evolution of the inflationary process in the 1970s 

Inflation has made itself felt in every country without exception, 
although with marked differences between them during the last three decades. 

So far in the 1970s, inflation has been one of the situations that has 
most affected the region, has caused the respective governments the greatest 
concern and, for this reason, has largely determined economic policy. An 
inflationary situation contributes to inequality in the distribution of income 
and wealth, distorts the structure of consumption, undermines the capacity 
for capital formation and, in general, limits the scope of projects and 
undertakings by the public and private sectors. These, among others, are 
the sequels which make its study and treatment of cardinal importance. 

Inflation during the 1970s presents some clearly differentiated phases. 
Apart from its latent character or incubation period in some countries up to 
1972, it can be said that it only irrupted on the Latin American scenario as 
a regional phenomenon at the end of 1973, and the full intensity of it was 
manifest from 1974 onwards. 

Although in 1975 the region as a whole experienced higher prices 
increases than in the preceding year, this indicator was decisively influenced 
by the high rates of inflation in Argentina and Chile. If these two countries 
are excluded, the regional average records a drop in that year (see table 22). 

/Table 22 
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Table 22 

LATIN AHERICA: VARIATION IN CONSUMER PRICES (EECEIffiER-DECSMBER) 

(Percentages) 

1970-
1973a/ 

1974 1975 1976 1977 1978b/ 

Countries with high inf la t ion 0 / 79.9 132.7 314.4 277.1 126.5 123.7 

Argentina 40.5 39.9 334.8 347.1 159.9 170.0£V 
Chile 189.1 375.9 340.7 174.3 63.5 31.Ow' 
Uruguay 50.0 107.2 66.8 40.0 57.3 ' 45.0Û/ 

Countries viith medium inf la t ion 13.4 28.2 23.5 37.6 34.4 31.9 

Brazil 17.8 33.8 31.2 44.8 43.1 39.1£/ 
Colombia f j 13.1 26.9 17.9 25.9 29.3 15.00' 
Mexico 6.8 20.6 11.3 27.2 20.7 15.03/ 
Peru 7.1 19.2. 24.0 44.7 32.4 71.2V 

Countries ':iith moderate inf la t ion c / M 20.1 10.7 7o6 8.3 9.6 

Barbados 10.7 36.6 12.5 4.0 9.9 8.71/ 
Bolivia 10.8 39.0 6.0 5.5 10.5 14.3&' 
Costa Rica 6.8 30.6 20.5 4.4 5.2 8c0.fl' 
Ecuador 8.6 21.2 13.2 13.1 9.7 
El Salvador 2.8 21.0 15.0 5.3 14.9 12.04y 

Guatemala 3.9 27.4 0.8 17.4 7.4 8.0Ü/ 
Guyana 4.2 11.6 5.5 9.2 9.0 13.7.Ì/ 
Haiti 8.9 19.5 19.9 -0 .1 -1 .4 2 .31/ 
Honduras 3.7 13.0 7.8 5.6 7.7 7.0 ¿ / 
Jamaica 10.4 20.6 15.7 8.1 14.1 45.8 
Panama 4.3 16.6 1.8 3.3 9.2 1.9 ¥ 
Paraguay 6.4 22.0 8.7 3.4 ' 9.4 12.6 g/ 
Dominican Republic 7.7 10.5 16.5 7.0 6.5 . . 1=24./ 
Trinidad and Tobago 7.4 18.6 13.4 12.0 11.4 11.1 f / 
Venezuela 3.2 11.6 8.0 6.9 8.1 6 .61 / 

Latin America c/ 20.9 40.7 60.1 64.0 41.8 39.9 

Latin America (excluding 
Argentina and Chile) c/ 12.3 27.4 21.2 31.1 29.0 27.2 

Sources: International Financial S t a t i s t i c s , November 1978 and o f f i c i a l data from countries. 

a/ Variation between annual averages. 
b/ Variation with respect to sane nonth of previous year as indicated. 
c/ Regional averages cstinated using the 1970 population as a weighting fac tor . 
d/ CEPAL estimates on the basis of available o f f i c i a l data. 
o/ Index for manual workers. 
f / August. 
jg/ October. 
h/ July. 
i / May. 
j / Septenber. 

/In 1976 
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In 1976 the inflationary process gained renewed impetus in the region, 
although m that year the inflationary trends were widely different. In fact, 
12 out of the 22 countries showed price increases of less than 10% annually, 
while at the other end of the scale five countries were affected by increases 
of 40% and over. 

In 1977 and 1978 the inflationary trend was drastically reduced, but once 
again the inflationary processes of Argentina and Chile, considering the 
biennium as a whole, had some effect on the amount of the decline, although 
if both these countries are excluded the declining trend remains unchanged. In 
any case, even though 1978 marked the smallest annual price increases in the 
recent period, these were still twice thé average for the period 1970-1973, and 
14 countries continued to exceed 10% increases in their price levels. 

The evolution of inflation may be viewed somewhat more accurately if 
groups of countries are identified.with more homogeneous characteristics in 
terms of pressures and increases in their price indexes. A first group, 
including the countries of the southern cone whose inflationary processes 
have a very long history (Argentina, Chile and Uruguay), on the whole showed 
the highest indexes of inflation.5/ A second group comprising geographically 
extensive countries with large populations and fairly integrated 
industrialization processes (Brazil, Colombia, Mexico and Peru) recorded annual 
inflation indexes ranging, in general, between 20 and 45%. Lastly, the rest 
of the countries, among which those with à small market and incipient 
industrialization predominate and which are basically exporters of raw materials 
and products of agricultural origin, presented fairly moderate inflation, 
(b) Characteristics of recent inflation 

The inflationary process under review has certain features which 
differentiate it from that which affected the region in the past: in the 
first place, the high level of. inflation, and, secondly, its spread to the 
whole of Latin America. To illustrate these two characteristics, mention 
should be made of the fact that during the most recent period there have 

5/ It is pointed out that if consideration is given only to 1978, Chile 
shows an index similar to that of the second group. 

/been some 
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been some years in which the average annual price increase was over 60% for the 
region as a whole, and in which not a single country did not experience at 
least a two-digit increase annually. Moreover, in 1974 only seven out of 
the 22 countries considered recorded rises of less than 20% in their domestic 
prices, and the same number of countries reached rates of over 30% (see 
table 22). In other words, more than four-fifths of the population of 
Latin America suffered the effects of very active inflationary processes. 

Another salient feature of recent inflation is the influence of the 
various inflationary factors. Apart from those known as structural factors 
whose existence brings continuing pressure to bear on; prices, there seems to 
have been a change in the composition and influence of the conjunctural 
factors. Among these, one which has left its stamp on this new process is 
imported inflation, transmitted directly through the sudden rise in import 
prices and the increase in export prices, or through indirect channels which 
upset the basic stability of the economic systems. 

In 1978, imports were 88% dearer than in 1973, and over the same period 
export prices rose by 87% (see table 23). These increases could hardly be 
absorbed by the countries without being reflected in the domestic price levels 
and systems. Although imported inflation affected all the countries of the 
region, the degree to which it did so differed according to the 
characteristics of each country. This can be more accurately determined by 
examining its incidence in the three groups of countries referred to above. 

In the countries with high inflation, domestic factors appear to have 
been predominant* Here, inflation from abroad does not seem to have been 
so decisive, although its disrupting effect in terms of price increases 
cannot be denied', in countries with intermediate inflation, on the other hand, 
external pressures seem to account for an appreciable part of their 
inflationary processes; and in countries with moderate inflation, decisive 
influence may also be attributed to imported inflation, combined in some cases 
with domestic factors, but it is difficult to determine the relative 
influence of each. 

A more thorough study of the inflationary process which was initiated 
in the present decade leads to the conclusion that it is a new situation 
whose interpretation is fairly complex. The mechanisms responsible for 
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Table 23 

LATIN AMERICA: PRICES OF »ORIS AND EXPORTS OF GOODS 

(Grovith ra tes , percentages) 

Imports Exports 

1974 1975 1976 1977 1978a/ 1974 1975 1976 1977 1978a/ 

Countries with high inf la t ion 45.2 11.8 3.0 11.5 7.0 30.1 -14.4 0.2 -2 .2 2.0 

Argentina 46.9 14.1 3 .1 12.0 6.0 27.8 -6 .1 -5 .9 -4 .8 2.Ö 
Chile 32.5 8.9 2.0 11.0 8.0 40.1 -27.4 9.5 - 0 . 5 • 3i0 
Uruguay 85.3 7.5 5.9 10.0 5.0 -2 .2 -13.6 1.2 10.4 -2 .0 

Countries with medium inf la t ion 38.9 8.7 3.9 7.0 34.5 -0 .4 17.6 23.5 -4.0 

Brazil 52.9 9.0 4.0 7.0 6 . 0 . 30.0 1.0 17.8 26.0 -5 .0 
Colombia 32.6 4.1 4.9 10.0 9.0 19.9 -5 .8 50.1 58.5 -15.0 
Mexico 30.1 9 .1 4.0 > 0 8 . 0 42.3 3.3 13.0 10.0 2.0 
Peru 24.1 12.0 2.0 6.5 ' 8.0 46.6 -4 .9 -1 .6 9.0 -4 .0 

Countries with moderate inf la t ion 40.6 14.2 6el_ 8 .8 7.0 • 119.9 10.1 7.3 15.3 -2 .0 

Barbados 32.7 11.9 3.0 7.0 6.0 77.1 39-r 40.0 -0 .1 5.0 
Bolivia 24.3 13.0 4 .1 11.0 8.0 98.4 -10.2 7.1 17.6 10.0 
Costa Rica 35.9 13.2 6.0 12.1 6.0 15.0 14.0 17.0 34.9 -5 .0 . 
Ecuador 29.7 15.0 5.9 15.0 6.0 128.3 -12.7 18.6 12.3 -8 .0 
El Salvador 42.2 10.4 0.5 12.0 5.0 24.2 2.8 37.6 35.0 -15.0 
Guatemala 42.7 13.0 7.3 9.3 6.0 '20.7 11.1 16.0 34.9 -3 .0 
Guyana 4O.0 21.5 2.0 6.0 . 7.0 66.7 ,40.0 -7 .0 8.4 m 
Haiti 30.0 12.0 7.0 8.0 3.0 35.8 19.1 39.0 64.0 -8 .0 
Honduras 28.1 13.0 8.1 10.9 7.0 31.1 •7.2 17.1 25.0 -12.0 
Jamaica 39.2 13=0 2.9 - 6.0 7.0 ' 60.5 33.7 -10 .1 6.0 • -

Nicaragua 31.7 15.0 3.4 6.3 „•4.0 26.1 -7 .0 36.2 24.4 -9 .0 
Panama 52.8 15.0 6 .1 5.0 3.0 40.3 9.6 2.4 3.0 -

Paraguay 47.4 12.4 -4 .3 6.9 7.0 30.1 0.2 0.4 34.8 . -9 .0 
Dominican Republic 27.9 13.0 5.0 6.0 5.0 44.9 58.5 -29.6 10.2 -10.0 
Trinidad and Tobago 121.9 11.3 5.0 7.0 6.0 198.5 9.5 6.0 6.0 -

Venezuela 24.2 16.0 9.0 10.2 10.0 166.7 6.8 6.0 11.9 -

Latin America 41.6 9.8 5.2. 7.5 7.0 61.5 -hi 9.0 12.4 -2 .0 

Source; CEPAL, on the basis of o f f i c i a l data. 

a/ Preliminary f igures. 
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the reproduction of price increases, apart from their traditional structural 
and conjunctural forms and channels, now seem more varied and difficult 
to identify. This observation is borne out by the persistence of this new 
form of inflation in the face of economic policies which have sternly 
attempted to discipline the financial variables, in particular those which 
moderate the demand for goods and services, in view of the fact that the 
conventional approaches used in interpreting and attacking this phenomenon 
do not seem to be sufficient. 

/C. THE 
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C. THE AGRICULTURAL SECTOR 6/ 

1. General remarks 
The present dissimilarities and diversity of the agricultural sectors 

of the Latin American countries make it difficult to form an overall view, 
particularly in a.long-term perspective.. There are differences in the 
relative importance of agriculture within the overall economy, in the place 
its output occupies in domestic markets and in the size and characteristics 
of the social problems of the sector in the different countries. 

Despite these difficulties, it is felt that enough common elements 
exist to justify an attempt at forming an overall view illustrating the 
economic and social changes which Latin American agriculture is undergoing. 

The agricultural sector of the region has been changing since the war 
through different policy approaches and paths. The penetration of technical 
progress has played a vital role in this process. Latin American agriculture 
in 1978 is fundamentally different from what it was in 1950, not only 
because it's size is 2.6 times bigger - measured by the volume of output -
but also because the bases of its growth have changed. Generally speakings 
today there are new technologies and inputs and more efficient systems of 
production. 

The image of agriculture has been changing slowly and new factors are 
increasing the distance between it and the former scheme characterized by 
routine and primitive production techniques, in which traditional social 
relations in the context of the latifundio-minifundio complex were 
complemented only by the export enclave whose relative dynamism stemmed 
from the exterior. Agricultural science was in its early days and technology 
was incorporated very slowly. It is clear, then, that agricultural output 
proper and the economic organization of agriculture have progressed 
significantly. Steady emigration from the countryside to the cities and the 
penetration of the rural environment by the mass communication media have 
helped to change urban-rural relationships as well as the relations among 
the different social groups in Latin American agriculture. 

6/ Prepared in collaboration with FAO, 
/Productive resources 
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Productive resources have been affected by various efforts aimed at 
improving their use. Progress has been made in intensifying existing 
agriculture production as well as in reclaiming new productive zones in 
the vast tropical, subtropical, arid and semi-arid regions of Latin America. 
These efforts in turn, however, raise questions about the different possible 
means of undertaking them as well as about their costs and benefits. 

Another important feature is the increasing extent to which 
agriculture is integrated and interdependent with the evolution of the 
other economic sectors and of the overall system. The agricultural sector 
includes a variety of activities and agents which function in increasing 
interdependence with the complex of urban and industrial activities. This 
complementarity has been accentuated in the course of the 1970s, and thus 
agricultural activities are increasingly influenced by events in the 
markets, financial machinery, public institutions and social forces which 
stimulate other national economic activities. 

Furthermore, in recent years greater attention has been paid to the 
links between the agricultural sector and the rest of thè economy and the 
vital functions the former fulfils in the development process. 

Consequently a more balanced view of economic progress has arisen, 
particularly in some countries where the belief has been held that rapid 
industrialization could be achieved without having to develop a solid 
agricultural base. In recent years, however, the growth of agriculture has 
been oriented or regulated to a greater or lesser extent in almost all 
countries of the regiorì as an integral part of the management of the 
development process. Government concern for this economic activity has 
been spreading to the most varied and crucial aspects of the sector's 
development, and represents a striking change in Latin America. 

2. Agricultural output and supply ' 

The agricultural domestic product of the region has grown at an annual 
average rate of 3.5% during the entire post-war period, and its absolute 
size in 1978 was two and a half times greater than in 1950.7/ Total 

7/ This corresponds to the value added of the agricultural sector at 
constant prices according to the national accounts figures. According 
to the FAO production yearbooks, at regional prices to the producer, 
the gross value of output grew by 3.2% annually. 

/population increased 
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population,increased 2.2 times over the same period (rising from 
151 million persons in 1950 to 360 million in 1978), and rural population 
one and a half times (from 87 million to 128 million), with an annual 
growth rate of only 1.4%, mainly due to the steady pull of the cities. 

The relative importance of the sector in the total gross domestic 
product dropped from 18.4% in 1950/1960 to 11.8% in 1975/1977, but this 
average decline oonceals differences among countries. For example, while 
the course followed in Brazil and Mexico was similar to the regional trend, 
the drop was smaller in Argentina and Uruguay and practically nil in 
Venezuela, where the share of the agricultural gross domestic product remained 
constant. Another national disparity worth pointing out is.that in countries 
like Argentina, Brazil, Mexico, Chile, Uruguay and Venezuela the agricultural 
gross domestic product is less than 15% of the total gross domestic product-: 
in others, such as Haiti, Honduras and Paraguay, it is over 30% (see 
tables 24 and 25). 

One striking feature of recent developments in Latin American 
agricultural production is the variability of successive harvests, which 
may be explained by the action of different kinds of factor, primarily 
adverse weather conditions and a varying sensitivity and flexibility on the 
part of the agricultural sector to react and adjust supply to changes in 
overall demand. 

Changes in the relative profitability of different products, the 
action of official incentives, considerations concerning more economic 
alternatives uses of land and in general various factors which affect 
differences in performance among products have resulted in changes in the 
composition of regional output. The most important of these changes are: 

- the progressively higher contribution of the crop subsector, and above 
all cereals, to total output, a trend also followed by oilseeds; 

- particularly soybeans-fruit and vegetables; 
- the marked decline in the relative importance of beef and the 
rising share of poultry farming in the livestock subsectors; 

- the decline in the share of coffee and roots and tubers. 

/Table 40 
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Table 24 

LATIN AMERICA: SHARE OF IKE AGRICULTURAL SECTORS;/ IN THE FORMATION OF THE TOTAL 
GROSS DOMESTIC PRODUCT 

(Percentage of gross domestic product at 1970 prices) 

Country 1950 I960 1970 1977 

Argentina 17.2 15.6 13.1 12.5 

Bolivia 24.2 24.4 16.9 14.9 

Brazil 16.7 13.1 10.0 8.1 

Colombia 37.5 33.0 28.6 25.8 

Costa Rica 39.7 29.3 25.0 20.0 

Chile 10.9 9.8 7.9 9.0 

Ecuador 42.3 39.5 30.4 24.9 

El Salvador 40.0 35.7 30.6 26.5 

Guatemala 34.4 32.6 30.1 29.1 

Haiti 52.1 48.8 50.8 43.8 

Honduras 44.1 31.8 33.4 30.1 

Mexico 17.3 16.1 11.8 9.3 

Nicaragua 35.9 28.5 27.0 26.6 

Panama 30.3 25.7 20.7 19.7 

Paraguay 46.0 39.5 34.3 32.0 

Peru 24.6 23.6 18.8 15.2 

Dominican Republic 33.4 33.8 25.8 19.8 

Uruguay 15.2 11.0 12.6 11.2 

Venezuela 8.0 7.3 7.5 6.5 

Latin America (19 countries) 19^8 17.1 13.8 11.7 

Sources CEPAL, on the basis of o f f i c i a l data. 

a j Comprising agriculture, forestry, hunting and fishing» 

/Table 40 
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Table 25 

LATIN AMERICA! EVOLUTION OF AGRICULTURAL PRODUCTION . 

(Average annual ra tes , percentages) 

* 1949-1951/1975-1977 

Country Agriculture 
and Crops Livestock 

livestock —-— 

Argentina 2»3 3.4 1»° 

Barbados 1.5 0.7 3*8 

Bolivia 4.4 4.8 3.4 

Brazil 4.1 4.2 3.9 

Colombia 3.1 3o3 2.5 

Costa Rica 4.3 4.4 4.2 

Cuba 1.3 0.8 3.3 

Chile 1.8 2.0 1.6 

Ecuador 4.4 3.9 5.6 

El Salvador 3.7 3.7 3.5 

Guatemala 4.5 4»5 4.2 

Guyana 3.1 2.7 5.2 

Haiti 1.4 1.0 4.4 

Honduras 2.8 2.7 3.1 

Jamaica 2.6 1.6 5.8 

Mexico 4.2 4.5 4.0 

Nicaragua 4.7 4.7 4.5 

Panama 3.8 3.3 4.7 

Paraguay 3ol 3.4 2.6 

Peru 2.6 1.6 5 .1 

Dominican Republic - 2.7 2.4 3.8 

Suriname 2.4 2.3 3.0 

Trinidad and Tobago 2.2 1.4 3.9 

Uruguay 1.1 1.9 0.5 

Venezuela 4.9 3.2 7.0 

Latin America 3.2 3.5 2.8 

Sources CEPAL, on the basis of FAO, Production Yearbook, various issues. 

/Domestic agricultural 
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Domestic agricultural production is the main component in the supply 
of food and agricultural raw materials in Latin America and accounts for 
three-quarters of total supply. Traditionally, it was taken for granted 
that the food supply - with the exception of certain products in which 
there were always shortfalls - was relatively guaranteed by domestic 
agriculture, while increasing emphasis was placed on the production of crops 
mainly intended for export. The passage of time has shown that, despite 
the recent dynamism in the output of various products, this assumption may 
be queried since the growth of per capita food production has been 
inadequate and the countries have therefore had to make imports 
to overcome chronic or short-term deficits in the supply of food. 

The growing pressure of domestic demand - and the consequent price 
rises - as well as the orientation of national agricultural policies have 
influenced to varying degrees the production of food and products for 
domestic consumption, in the production of agricultural raw materials and 
export products. The orientation of production has also been influenced 
to an increasing extent by the relative weight and forms of organization 
of the domestic market. 

The proportion of production destined for export dropped from 23% 
to 15% between 1950 and 1977, while the volume of imports of agricultural 
products increased its share from 9 to 12% of the region's total supply of 
such products. The negative effects stemming from the instability of demand and 
prices iti international markets have encouraged the net importing countries to 
promote more actively policies of national self-sufficiency. This occurred 
in particular after 1973, in reaction to the sharp rise in international 
prices of a broad range of agricultural products which many countries of 
the region are lacking. 

The steady growth of average per capita income over the last 25 years 
(2.6% annually) together with the effects of rapid urbanization have led 
to a bigger rise in domestic demand for crops, livestock and fishery 
products than was foreseen in the past. Until recently it was considered 
unlikely that the annual demand for agricultural products would increase 
by as much as 3.6% annually; but it appears that the growth of food 
consumption has even exceeded this figure. 

/The growth 
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The growth of per capita apparent consumption of the different 
agricultural products has varied in the region. There have been increases 
in the physical volume of consumption of wheat, edible oils and fats, sugar, 
pork, poultry, eggs, fish, wool and cotton. The. shares of regional 
agricultural consumption of fruits and tubers, pulses, vegetables and fruit 
have remained more or less constant, and those of maize and beef have 
declined. ' 

To get' a better understanding of the evolution of the average 
nutritional levels of the region and of individual countries, this analysis 
of average availability of products for consumption, measured in kilos per 
inhabitant, should be complemented by an analysis of the growth of available 
food energy and its comparison with physiological demand. 

The conclusion to be drawn from such a calculation is that both the 
regional and national averages indicate that the nutritional situation is 
on the whole acceptable. When these figures are broken down, however, it 
is found that there are large disparities stemming, inter alia, from the 
effect of unequal income distribution and the poverty of much of the 
population. 

According to figures presented by FAO at the World Food Conference, 
in 1970 there were in Latin America some 36 million persons threatened by 
protein-energy malnutrition (13% of the regional population). If this 
proportion remained constant, in 1978 some 47 million people would be in 
such a position. It is estimated, however, that this calculation is 
conservative bearing in mind that, according to the. estimates of the extent 
of poverty, 19% of the population of Latin America live in conditions of 
extreme poverty. 

3. Agriculture and the external sector 

The growth of the agricultural foreign trade of the Latin American 
countries has been slow, and has not lived up to the expectations at the 
national level with regard to the possibilities of increasing exports by 
winning new markets. 

/(a) Exports 
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(a) Exports . , 

Between the early 1950s and the early 1970s, the volume of the 
region's exports of agricultural products grew by 2.9% annually. From 
1973 onwards this rate declined, and in 1974 there was a drop of 6.5%, 
primarily due to lower exports of wheat, meat and cotton; subsequently 
it recovered, reaching about 8% annually in 1976 and 1977, thanks to 
higher sales of cereals, sugar and soybeans. 

Eight products - wheat, maize, meat, bananas, sugar, coffe, cocoa 
and cotton - account for almost 90% of the region's agricultural exports. 
Soybeans, oils and oilseed cake and meal have sharply increased their 
relative shares; together they rose from 2% to 13% of total exports 
between 1950 and 1977. Nevertheless, the diversification of agricultural 
exports continues to be limited and sluggish, and almost 65% of regional 
agricultural export earnings continue to come from three products: 
sugar, coffee and meat. 

The agricultural exports of the region continued to go fundamentally 
to the developed countries. About 75% goes to the United States5 the 
EEC and other developed countries, 15% to the developing countries and 
the countries with centrally-planned economies and the remaining 10% is 
made up of intra-regional trade. Agricultural exports continued to be 
highly concentrated in a small number of products and a limited number of 
major importing countries. Both these features have a negative influence 
on the growth of exports and make it difficult to minimize the risk of 
falls in the volumes and prices of products. 

Table 26 provides interesting data on the evolution of Latin 
America's share of world trade in an important group of commodities. In 
all of them, with the sole exception of soybeans, there is a steep 
downwards trend, which means that exports of such products by other 
developing areas or by the developed countries have performed better 
than those of Latin America. 

In Part Two of this document (see, in particular, chapters II and 
III) there is a study of various external factors which have limited 
Latin. American exports or influenced their declining share in world trade. 

/Table 26 

BIBLIOTECA N I C I O H F S UNIBIS MEX1R8 
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Table 26 

LATIN AMERICA:SHARE OF THE REGION IN WORLD EXPORTS OF SOME AGRICULTURAL PRODUCTS 
AND COMPARISON WITH OTHER REGIONŜ / 

(Percentages: world = ICO? 

Latin 
America 

Africa 

Other Total Centrally-
Near Far devel- devel- planned-
East East oping oping economy 

countries countries countries 

Developed 
countries 

Bananas 
1951 
1961 
1974 
1977 

Coffee beans b/ 
1951 
1961 
1974 
1977 

Raw sugar 
1951 
1961 
1974 
1977 

Cocoa beans 
1951 
1961 
1974 
1977 

Cotton f ibres 
1951 
1961 
1974 
1977 . 

Maize 
1951 
1961 
1974 
1977 

81 
83 
78 
77 

81 
67 
53 
52 

64 
54 
52 
46 

25 
19 
21 
19 

17 
21 
17 
17 

14 
14 
14 
12 

10 
10 
7 
5 

14 
25 
35 
30 

7 
5 
6 
5 

69 
75 
75 
72 

7 
7 
8 
7 

5 
1 

2 
1 

17 
17 
21 
20 

1 
3 

10 
13 

2 
6 
6 
9 

6 
11 
12 
16 

1 
1 
2 

13 
3 
3 
1 

2 
6 
5 
3 

1 
1 

1 
2 
3 
3 

93 
96 
95 
95 

99 
99 
95 
94 

77 
71 
71 
68 

95 
•98 
98 
96 

54 
48 
49 
45 

22 
21 
19 
15 

3 
12 
6 
4 

11 
19 
27 

16 
9 
4 
3 

7 
4 
3 
3 

1 
1 
5 
6 

20 
16 
23 
28 

5 
2 
2 
4 

46 
41 
32 
28 

62 
70 
77 
82 

(Jnmilled wheat 
1951 
1961 
1974 
1977 

Soya beans 
1951 
1961 
1974 
1977 

9 
3 
3 
8 

3 
2 

16 
17 

3 
4 

11 
3 
3 
9 

3 
4 

16 
17 

3 
12 
13 
7 

45 
9 
2 
1 

86 
85 
84 
84 

52 
87 
82 
82 

Sources CEPAL, on the basis of FAO, Trade yearbook, various issues» 

a/ Volume of exports» 
b/ Including re-exports of the developed countries«, 

/These include 
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These include protectionist measures of various kinds on the part of 
industrial countries, which have tended to grow stronger in recent years, 
direct quantitative or qualitative restrictions on access to their markets, 
preferential treatment by the European countries of a large group of. 
African and Asian exporting countries, whose exports compete with those 
of Latin America, export subsidies provided by the developed countries and 
also the latter's greater capacity to increase agricultural productivity 
and output and promote, thè financing'of their external trade. . In addition, 
there are the effects of the technological changes which encourage demand 
for substitutes and synthetical products instead of natural products. 

On the other hand, it should be noted that when the price and demand 
conditions of the international market have been favourable, the 
agricultural sectors of the Latin American countries have reacted very 
swiftly, as is shown in the case of soybeans. 

(b) Imports 

The volume of imports of agricultural products by Latin American 
countries grew.by 5.3% annually between 1950 and 1977, a rate which varied 
according to the product. Dependence has grown heavier in the so-called 
"critical" products (wheat, edible oils, dairy products and maize for 
animal feed). Imports of these products have been growing slowly 
steadily,' except in the period 1970/1974 when they reached record levels, 
particularly in the case of Mexico and the countries of the Andean Group. 
From 1975 onwards the growth rate of imports of these products was roughly 
9% per year. ••<• ' 

The. increasingly large - if not spectacular - volumes .of extra-regional 
purchases of edible oils coincide with a sharp rise in the production of 
oilseeds - particularly soybeans 7 and their export by some countries of 
the region to third countries. 

Import needs vary from country. to country, differ according to the 
product and have been changing.overtime. This accounts for changes in the 
breakdown of imports. In recent years, purchases of cereals - wheat, maize, 
rice., sorghum and millet - accounted for 50% of total agricultural imports 
of the region and edible oils and dairy products for 30% of the total. 

/The higher, 
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The higher, although fluctuating, purchases of maize, sorghum and 
millet mean that there .has been a gradual decline in the ability of Latin 
American countries to supply themselves in the face of new and increasingly 
large needs such as the demand for grain for feeding poultry and pigs. On 
the other hand, the region as a whole is becoming more (and more regularly) 
self-sufficient in cotton, sugar and rice, although some countries must 
import them to cover occasional shortfalls. This is reflected in the 
relatively smaller importance of these products'within total agricultural 
imports (see table 27). 

(c) Balance of trade in agricultural products 

The analysis of the physical balance - total and by product - of 
agricultural foreign trade and its variations sheds further light on the 
degree of dependence and vulnerability of the region's agricultural sector. 
What is striking are the parallel trade flows in certain products, 
particularly cereals - what, rice, maize - oilseeds and oils, cotton fibre 
and beef, which are at once exported and imported by countries of the 
region, and constitute major points of convergence for possible intra-
regional agricultural trade. 

Table 27 shows the development and size of the main surplus products 
exported and of the shortfalls giving rise to the more important imports. 
The aggregate figures at the regional level make it possible to appreciate 
the different trends recorded for each product - or group of products -
and the size of the parallel export and import flows in some of them. 
They also reflect the changes in the.composition of exports and imports 
referred to above. It is worth stressing the increasing deficit in the 
so-called 'critical" products in which the region has no possibility of 
becoming self-sufficient without reorganizing its production. 

The balance of Latin American agricultural foreign trade - in current 
dollars -has been constantly favourable and increasing, given the region's 
position as a net exporter (see table 28) . Earnings exceeded purchases by 
2,400 million dollars in 1950/1952, a surplus which reached 16,400 million 
dollars in 1977. Brazil, Argentina, Colombia, Cuba and the group of 
Central American countries account for nine-tenths of the regional surplus. 

/Table 27 
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LATIN AMERICAs PHYSICAL BALANCE OF FOREIGN TRADE IN THE MAIN AGRICULTURAL PRODUCTS, 1950-1976 

(Thousands of tons) 

Unmilled 
wheat 

Maize Rice 
Sorghum 

a/ 
Raw 

sugar 
Coffee 
beans 

Bananas 
Cocoa 
beans 

Edible 
o i l s 
y 

Beef 

sJ 
Pondered 

milk 
Cott 

d/ 

195&-1952 
Exports 1 877 737 395 76 6 977 1 535 2 007 183 108 454 - 413 
Imports 3 177 83 595 3 353 39 173 16 45 36 . 59 51 
Balance - 1 290 654 -200 73 6 624 1 496 1 834 167 63 418. -59 362 

1960-1962 
Exports 2 154 2 631 397 418 9 960 1 869 3 242 190 128 654 - 961 
Imports 4 383 230 300 24 329 43 258 15 98 76 113 65 
Balance -2 229 2 401 97 394 9 631 1 826 2 984 175 30 578, -113 896 

1970-1972 / 

Exports 1 813 6 063 534 1 815 11 111 2 018 5 129 225 226 1 085 8 924 
Imports 6 346 1 142 671 453 258 51 260 25 311 193 248 79 
Balance -4 533 4 921 -«137 1 362 10 853 1 967 4 869 200 -85 892' -240 845 

1972-1974 
Exports 2 268 4 799 273 2 164 11 146 2 064 4 840 215 605 613 1.2 794 
Imports 7 845 2 070. 435 891 304 52 227 18 320 57 286 76 
Balance 5 577 2 729 -162 1 273 10 842 2 012 4 613 197 285 556 -274 718 

1975-1977 
Exports 3 835 5 515 657 3 508 11 625 1 877 5 074 221 1 272 453 28 691 
Imports 8 237 3 415 597 1 223 327 54 181 15 357 86 322 72 
Balance -4 375 2 100 60 2 285 11 298 1 823 4 893 206 915 367 -294 619 

oo co 

>-ä 
& 
H (B 
K3 
03 

Source: CEPAL, on the basis of data furnished by FAO. 

a/ Including millet and other unspecified cereals, 
b/ Including trade in oilseeds expressed in terms of oil» 
c/ Including fresh, chil led, frozen and tinned meat, expressed as carcass weight, 
d/ Figures refer to 1950-1952, 1962-1964, 1969-1971 and 1972-1974. 
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Table 28 

LATIN AMERICA: AGRICULTURAL EXPORTS, IMPORTS AND TRADE BALANCE BY AREAS 

(Millions of dollars at current prices) 

Agricultural exports (FOB) 

Total 
Latin 

America 

LAFTA 

Total 
Andean 
Pact 

Rest of 
u m 

CACM CARICOM 

Other 
countries 

of 
Latin 

America 

1961 4 043 3 284 614 2 670 397 OO« O« O 
1971 7 354 5 273 942 4 331 814 212 1 055 
1972 8 742 6 507 1 125 5 382 933 238 1 004 
1975 12 334 9 364 1 402 7 962 1 178 227 1 565 
1974 15 664 11 070 1 738 9 332 1 430 428 2 736 
1975 16 502 10 576 1 984 8 592 1 599 620 3 707 
1976 17 991 12 884 2 297 10 587 2 111 394 2 602 
1977 22 401 16 649 3 074 13 575 2 857 375 2 520 

Agricultural imports (CIF) 
1961 1 102 871 349 522 67 e«6 oe* 
1971 2 287 1 440 511 929 148 a6 483 
1972 2 648 .1 750 580 1 170 147 261 490 
1973 3 908 2 792 841 1 951 206 306 604 
1974 6 135 4 492 1 X» 3 272 290 432 941 
1975 5 679 5 936 1 436 2 499 306 447 988 
1976 5 612 3 854 1 503 2 351 298 451 1 009 
1977. 6 004 4 166 1 711 2 455 324 443 1 071 

Agricultural trade balance 
1961 2 041 2 413 265 2 148 330 eoa a«» 
1971 5 067 3 833 431 3 402 666 -4 572 
1972 6 094 4 757 545 4 212 846 -23 514 
1973 8 426 6 572 561 6 Oil . 972 -79 961 
1974 9 529 6 598 538 6 060 1 140 -4 1 795 
1975 10 823 6 638 545 6 093 1 293 17 2 719 
1976 12 379 9 030 794 8 236 1 813 -57 1 593 
1977 16 397 12 483 1 363 11 133 2 533 -68 1 449 

Sources CEPAL, on the basis of FAO Trade Yearbook, various issueso 

/Some countries, 
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Some countries, without having reduced their exports, have become net 
agricultural importers. Others have achieved a marked increase in the 
value of their exports such as the Central American countries recently 
(which more than tripled the value of their exports between 1971 and 1977). 
The CARICOM countries devote a high proportion of their output to exports 
but the value of those products is falling and their agricultural imports 
are. increasing. 

4. Productive resources and the incorporation of 
technology in agriculture 

The process of development of Latin American agriculture has called 
for and has been based oh changes in the use and mix of productive resources. 
New inputs have gradually been incorporated in production and others already 
in use have been improved. Technological progress has led to significant 
changes in the production function and a varying change in the employment 
of resources. 

It is increasingly clear that part of the region's agriculture has 
become modernized. Scientific progress, advances in research and testing 
in agriculture, policies to promote the sector, changes in demand and 
prices, the relative scarcity or abundance of factors and relative costs 
have brought about changes in traditional forms of production. The contrast 
between a primitive rural sector and a modern urban sector is being reduced 
by present agricultural progress: but the forms of insertion of technological 
change in a network of traditional, heterogeneous agricultural relationships, 
and their social and economic repercussions, are a source of concern. 

Within the productive process, the relative importance has increased 
of certain forms of capital and chemical agricultural inputs, which are 
gradually replacing the role traditionally played by land and labour. The 
productive elements which traditionally originated in agriculture itself 
- and often within the productive unit - have progressively been replaced 
by new inputs which come from non-agricultural sectors. This shift may 
be observed even in small, tradition-bound productive units. 

(a) Land 
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(a) Land ttse 

The harvested area of Latin America grew by about 43 million hectares 
between 1950 and 1977, rising from 53 million hectares in 1950/1955 to 
96 million in 1976/1977.8/ This harvested area increased by over 
20 million hectares in the course of the 1950s (about 3% annually), 
14 million in the 1960s (2% annually) and 8 million (0.9% annually) during 
the first seven years of the present decade. Between 1950/1955 and 
1976/1977 it increased by 2.4% annually. 

In a number of countries more intensive use is being made of arable 
land already occupied and incorporated in productive units. In some cases, 
a kind of permanent competition has arisen for land use, particularly between 
grain and meat production. In other cases, the extension of harvested area 
has been made possible by investment in land improvement or reclamation; the 
best-known case is irrigation in semi-arid zones. In countries where less 
arable land is available, greater use of technology in production and the 
adoption of systems of crop rotation and fertilisation have made it possible 
to increase land use, reducing and even eliminating long fallow periods. 
There are a number of examples of extension of the agricultural frontier by 
the incorporation of new lands in arable land, sometimes with great damage 
to the environment. 

Looking at the evolution of twelve major products which account for 
about 90% of the harvested area in the region, it may be seen that almost 
two-thirds of growth of output continued to stem from land expansion and 
that yields, while improving, have not managed to change this trend (see 
table 29). It is also worth pointing out that the drop in harvested area 
in some crops has not been accompanied by falls in output, particularly in 
the case of maize, bananas and cotton. 

With regard to the use of the harvested area, there is a growing 
predominance of cereals and oilseeds, with a marked fall in the share of 
beverages and tobacco and of vegetable fibres. 

8/ Area devoted to crops in the strict sense. Including cultivated 
fodder, the area amounts to some 106 million hectares. 

/Table 40 
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Sable 29 

LATIN AMERICA: ESTIMATE OF HARVESTED AREA BY CHOP GROUPS 

Harvested area a/ Structure 

1960 1970 1977 I960 1970 1977 

Millions of hectares Percentage 

Cereals 36.2 46.7 49.0 52.2 55.3 51.9 

Roots and tubers 3.2 4.2 4.5 . 4.6 5.0 4.7 

Vegetables 0.7 0 .8 1.0 1.0 1.0 1.0 

Oilseeds 4.6 6.5 12.5 6.6 7.7 13»1 

Sugar crops 4.2 4.9 5 .8 6.1 5.8 6.0 

Fruit 1.8 2.4 2.5 2.6 2.8 2.6 

Beverages and tobacco 8.5 6.8 6.8 12.3 8.0 7.1 

Vegetable f ibres 4.6 5.2 4.8 6.6 6.1 5.0 

Pulses 5.6 7.0 8.2 8.0 8.3 8.6 

Total 69.4 84.5 95.9 100.0 100.0 100.0 

Source: CEPAL, on the basis of data supplied by FAO. 

a/ Three-year average» 

/(b) Livestock 
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(b) Livestock resources 

Efficiency in livestock production has increased in some zones of 
Latin America. This improvement is reflected in indicators such as the 
birth rate, the herd capacity of pastures, improvement in livestock breeds, 
the broader use of veterinary and biological products, and the consumption 
of concentrates in livestock feeds. Nevertheless, the use of livestock 
resources still falls far short of what has been achieved in the more 
developed countries. 

In almost all Latin American countries there is a modern livestock 
subsector, almost exclusively devoted to the production of beef for export, 
which has greatly influenced the rise which has taken place in the rate of 
slaughtering, average carcass weight and the production of meat per animal 
in stock. The meat-exporting industry has also achieved a better use of 
the meat, including byproducts, giving rise to end products with high value 
added and better quality and sanitary conditions. 

The production of pork and still more of poultry have increased 
spectacularly in volume and efficiency. In the course of the last decade, 
the most important factor in almost all countries has been the consolidation 
in this branch of a modern, highly technical subsector fully integrated in 
marketing circuits, in contrast with the traditional sector which continues, 
as in the past, to produce primarily for its own needs. 

There is no precise evaluation of the land resources available for 
Latin American stock breeding. An indirect means of estimating the 
availability of pasture and feeds would be the growth of livestock herds, 
which in the short-term are strongly affected by the cyclical nature of 
feed production. An idea of developments in this area can only be obtained 
by adjusting annual data over long periods. 

Thus, for example, the stock of beef cattle in the region grew at an 
average rate of 2% annually, rising from almost 160 million head in 1950 to about 
270 million in 1977. In Central America and Mexico, annual growth was even 
higher, 3.2%, respectively; in contrast, in South America it seems to have 
been slightly below the average (1.8% annually). 
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The indicators of beef yields - take-off rate, slaughtering and carcass 
weight - show a certain amount of stagnation which may be attributed to the 
influence on the regional average of two contrary factors J higher yields 
from the progressive livestock zone, and lower yields typical of livestock 
zones which are very extensive and have a low ratio of livestock numbers 
to hectares. 

(c) The use of some non-traditional inputs 

For some time now, and with differing degrees of intensity, substantive 
changes have been taking place in the technological field leading to the 
rapid incorporation of non-traditional inputs in productive activities. 
Together with mechanization, the use of improved seeds and plants and of 
chemical fertilizers has also grown rapidly. The use of pesticides has also 
increased, in some cases more rapidly than the use of fertilizers. Between 
1950/1951 and 1971/1973, fertilizer consumption in Latin America rose from 
294 thousand to 3.5 million tons of NPK (annual average rate of 14%). In 
1973/1974 regional consumption amounted to 4.4 million tons, dropping off in 
1975/1976 as a result of the rise in prices of petroleum products, and it is 
estimated that in 1977/1978 consumption was about 5.3 million tons of fertilizers. 

There has been an explosive increase in the region's use of fertilizers 
in the last 25 years, a period in which over more than a dozen countries 
recorded rises of over 15% annually. The regional average of fertilization 
by unit of harvested land rose by more than 10% annually. 

The region has a shortfall in the supply of NPK. 57% of the nutrients 
consumed are imported. Various projects are underway to increase Latin 
American production of fertilizers and pesticides. 

Latin America possesses improved varieties of seeds of various food 
crops, introduced, tested and adapted to local conditions by a number of 
experimental stations. However, these do not reach the producers in 
large enough quantity to have a significant impact on output. 

With regard to agricultural mechanization, the stock of tractors in 
Latin America has risen five-fold in the last 25 years - from 147,000 to 
750,000 - thus improving the ratio of cultivated hectares to tractors, which 
dropped from 361 to 125 - a coefficient which shows a higher degree of 
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mechanization than in other developing regions, although lower than that 
of the developed countries. Within individual countries, the use of 
tractors is concentrated in a number of productive zones, specific crops, 
and,, broadly speaking, the medium-sized and large productive units. 

(d) The incorporation of technology in production 
The transformation of the primitive agricultural productive systems 

has taken place in most countries within the framework of a traditional 
agriculture. Various historical circumstances created sharp contrasts in 
rural society and the agricultural economy, with much the same occurring 
in the production structures. These structures are characterized by at 
least three imbalances: the first in the distribution of land between 
productive units at the two extremes of the scale, the second in population, 
in the form of very different densities in the different agricultural 
zones of a country (the highest density frequently occurring in the 
poorest lands); and thirdly, a spatial disequilibrium in economic activity, 
with investment resources, infrastructure and agribusiness'links being 
concentrated in only a few agricultural zones. 

Against this background, a process of technical progress has been 
advancing and has gradually adapted to the physical and economic 
characteristics of the region. An important role has been played in this 
process by private enterprise and by State research bodies and international 
agencies. Some extraordinary advances have made - the most spectacular 
being the green revolution in Mexico - but these results have only spread 
to a limited extent to the bulk of producers. 

The private sector has made a dynamic effort to incorporate new 
technology in the productive process. The most striking economic effect 
is the marked increase in the output of large and medium-sized 
productive units, which make wide use of the non-traditional inputs. 
The firms which produce and sell fertilizers, pesticides, agricultural 
machinery, hybrid seeds, poultry and eggs, etc. - large private 
enterprises, many of them transnational and linked with agribusiness -
are undertaking research on their own account in various fields, the 
results of which are broadly disseminated among purchasers. 
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All in all, however, the supply of technology is limited and its 
effects are concentrated in a few crops, in the more fertile agricultural 
zones of each country and, as was pointed out at above, in a few medium-
sized and large enterprises. In the circumstances, while it is true that 
great progress has been made in terms of economic growth in agriculture, 
its benefits have.been limited; technological change, in the form in which 
it has occurred, has, only provided a partial response to national agricultural 
problems, sometimes even helping to increase the imbalances, foster 
employment problems and heighten the inequality of income distribution; 
and in general it has failed to bring about significant changes in the 
overall living conditions of the rural population. Technological progress, 
improved productivity and higher incomes have tended to be concentrated 
in the commercial agricultural sector. 

The small-scale agricultural subsector, in which, of course, the 
growth of the rural population is. concentrated, shows signs of a proliferation 
in the number of productive units. Underemployment and the lack of resources 
and of possibilities of expanding and diversifying production are worsening 
the semi-wage earning situation of the large group made up ..of small farmers. 

National and transnational commercial agricultural and agribusiness 
enterprises are playing an increasing role in articulating peasant 
agriculture with the national economy, primarily through their oligopsonistic 
management of the market. In addition, technical progress in agriculture 
tends to follow closely the patterns established for the modern sector, 
which raises problems of scale and other types of.limitation with regard 
to its spread to the small-scale rural sector. 
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D. THE INDUSTRIAL SECTOR 

1. General remarks 

The results of the industrialization effort made by Latin America 
over the last 30 years may be considered truly significant. 

In this period, Latin American manufacturing industry as a whole 
grew at a higher rate than the other sectors of the economy, and its 
output satisfied much of the growing demand for consumer goods and to a 
lesser extent for intermediate and capital goods. In a number of countries 
of the region a sizeable industrial base developed, making it possible to 
carry out manufacturing exports on an appreciable scale; some industrial 
conglomerates even became comparable in size and diversification of 
production with those of the developed countries. For this purpose it was 
necessary to invest on a considerable scale, introduce and adapt technology, 
develop managerial and labour skills and make the necessary changes in 
government economic policy orientations so as to establish favourable 
conditions for the development of the manufacturing sector. 

While giving due recognition to the important role of the industrial 
sector in Latin American development and the unquestionable progress made 
in the course of recent decades, it is worth pointing out certain 
shortcomings and imbalances in the manufacturing sectors of all the countries 
of the region to a varying extent which may have a negative effect on 
their future development. 

In the first place, progress has not been uniform in all countries 
of the region, nor in the various manufacturing branches of each country. 
Relatively speaking, the larger countries of the region have grown 
considerably more than almost all the medium-sized and small countries. 

Secondly, generally speaking there are sharp imbalances in the 
development of the various manufacturing sectors; activities producing 
intermediate goods and particularly capital goods show a notable .lag 
with regard to the other manufacturing activities, resulting in uneven 
industrial development. 
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In addition, the perhaps' excessive and indiscriminate protection which 
was a general characteristic of the promotion of industry for many years, 
together with individually small domestic markets still ¡further reduced 
by the prevalence of highly-concentrated income distribution patterns, 
helped in many cases to create productive structures with scales below 
the minimum economic levels, with insufficient specialization and, ultimately, 
high costs. 

Furthermore, while it cannot be denied that industrialization has 
helped to improve the living conditions of broad sectors of the population, 
at the same' time its benefits have been concentrated primarily in- the 
upper and middle sectors of Latin American society: to a greater or lesser 
extent according to the country, large sectors of the population, with a 
feable share in the consumption of industrial products, have been excluded 
from them. 

2. Growth of the industrial sector in Latin America 
in recent decades 

( a) Some quantitative indicators 
Latin American manufacturing industry,as a whole has developed 

considerably since 1950. The region's industrial product in 1950, measured 
in dollars of 1970, amounted to some 13,300 million dollars; in 1978 it 
was over 76,000 million dollars. The average annual growth rate between 
those years was 6.4%, above the world average of less than 6%, and its 
relative share in the world industrial product rose from 4.8% to 5.5%. 
While this growth rate varied significantly during the period, it followed 
a rising trend until 1973, when it reached 9.5%. In 1974, largely as a result 
of balance-of-payments problems and the repercussions of the recession and 
the disruption of the international economy» the region's industrial growth 
rate slackened, a trend which was still more accentuated in 1975, when it 
dropped to 1.5%. In .1976 there was an upturn in industrial activity in the 
region, which reached a rate of 5.1%; this could not be sustained, and once 
again the rate declined to 3.5% in 1977, barely reaching 4.4% in 1978. This 
overall picture of the performance of the regional industrial product, 
however, is made up of a great variety of situations in individual countries 
which to some extent render these global figures meaningless. 

/Three countries 



- 94 -

Three countries of the region -• Argentina, Brazil and Mexico 
which have the largest markets, big urban-"centres ..and relatively 
speaking the highest levels of industrialization, account for 
nearly 78% of the industrial product of Latin America. This high figure 
shows that the trends described for the region as a whole were basically 
determined by what happened in these three countries. 

In addition, throughout the period under consideration important 
changes occurred in the relative share of each country in the industrial 
product in the region as a whole. Above all, there is the striking increase 
in the relative share of Brazil, from 23% in 1950 to 39% in 1977, and an 
equally marked decline in the share of the Southern Cone countries in the 
formation of the region's industrial product. During this period Argentina's 
share dropped from 31 to approximately 18%; Chile's from 7 to 3% and 
Uruguay's from 3.5 to 1.3%. 

Looking at the growth of the per capita industrial product, it may 
be seen that the progress made by the region is again great, although less 
than in the case of the developed countries or even the world average. 
In 1950 the per capita industrial product, estimated at 1970 prices, 
amounted to 87 dollars; in 1978 it was 230 dollars. The average growth 
rate during this period was 3.5% annually, while the world average was 
3.9%. 

This per capita industrial growth was again very uneven among the 
Latin American countries, as may be seen in table 30. In 1950, four 
countries (Argentina, Chile, Mexico and Uruguay) alone exceeded the regional 
average of 87 dollars per capita. In 1978, the regional average which 
amounted to 231 dollars was surpassed by Argentina, Brazil, Mexico, Uruguay 
and Venezuela. 

Another factor which may help to shed greater light on the development 
of manufacturing industry in the region during this period is the change 
in the share of the manufacturing product in the total product, or the 
degree of industrialization. In 1950, the regional average was about 
20%, while in 1978 it amounted to almost 26% of the total product. This 
regional average, however, was again heavily influenced by the industrially 
more developed countries. Table 31 shows the differences in the degree 
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Table 30 

LATIN AMERICA (19 COUNTRIES): GROWTH OF TIE INDUSTRIAL PRODUCT 

Growth rate of the 
industrial product 

Country (annual rates, percentages) 

1950-1978 1970-1978 1950 

Per capita industrial product 
(dollars at 1970 prices) 

I960 1970 1977 1978a/ 

Argentina •4.1 2.1 239 298 448 516 474 

Bolivia 4.2 6.8 34 27 40 54 62 

Brazil 8.5 9.6 59 104 153 246 253 

Colombia '6.5 7.Ö 50 69 89 113 132 

Costa Rica 8.3 8.6 58 78 137 204 217 

Chile 3.7 0.3 149 186 256 212 228 

Ecuador 7.0 10.6 42 50 67 106 120 

El Salvador •6.5 5.8 39 51 80 95 96 

Guatemala 6.2 6.5 37 45 71 89 91 

Haiti 3.6 7.4 10 10 10 13 16 

Honduras 7.4 5.5 17 33 47 53 54 

Mexico 7.0 5.5 93 124 215 236 246 

Nicaragua 7.7 -4.0 27 41 88 101 93 

Panama 7.7 2.2 41 70 150 142 • « • 

Paraguay 4.8 6.9 50 46 63 83 86 

Peru 6.4 4.0 58 90 138 158. 152 

Dominican Republic 6.9 6.7 36 53 73 93 94 

Uruguay 2.7 3.2 214 252 263 293 '347 

Venezuela 7.9 6.7 82 143 198 251 251 

Total b/ 
• 

6.1 87 122 178 225 231 

Source» CEPAL, on the basis of o f f i c i a l data-

a/ Preliminary figures. 
b/ Weighted average in dollars at 1970 prices at parity exchange ra te . 

/Table 31 



- 96 -

Table 31 

LATIN AMERICA? DEGREE OP INDUSTRIALIZATION 

(Percentage share of manufacturing product in generation 
of gross donestio product)rj 

Country 1 9 5 0 i960 1970 1977 1978V 

Argentina 26.2 29.2 33.1 34.2 32.9 

Bolivia 13.8 12.9 14.3 15.6 15.7 

Brazil 21.6 26.8 26.9 29.7 30.0 

Colombia 12.6 15.0 16.1 17.4 17.7 

Costa Rica 14.9 14.7 18.6 22.4 22.6 

Chile 22.9 24.5 26.9 23.0 * 0 0 

Ecuador 14.9 14.7 16.4 19.2 20.4 

El Salvador 13.7 14.9 16.8 19.4 19.4 

Guatemala 11.8 13.0 15.9 16.0 16.7 

Haiti 7.5 8.0 8.9 10.9 11.6 

Honduras 6.7 12.0 14.7 15.7 15.8 

Mexico 18.8 18.9 22.9 23.0 23.4 

Nicaragua 11.5 13.6 20.4 20.3 19.9 

Panama 8.3 11.9 15.9 14.0 • •e 

Paraguay 15.8 14.6 16.6 16.4 16.0 

Peru 16.4 19.7 23.8 25.2 24.7 

Dominican Republic 13.9 16.2 18.6 17.7 18.0 

Uruguay 21.9 25.1 25.3 27.4 28.8 

Venezuela 12.0 15.0 16.1 17.1 17.3 

Total 20.0 22.4 25.1 25.8 25.9 

Source: CEPAL, on the basis of o f f i c i a l data» 

a/ On the basis of data at 1970 market prices® 
b/ Preliminary figures« 
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of industrialization among the various Latin American countries, as well 
as the influence on the overall percentage of the figures for Argentina, 
Brazil and Mexico. ' " 
(b) Changes in the structure of industrial production 

(i) The.direction of the changes. The growth of Latin American 
manufacturing output since the 1950s have been accompanied by important 
changes in composition. The industries producing.non-durable consumer 

v 

goods declined in relative importance with the development of the industries 
producing intermediate consumer durable goods and capital goods. 

In 1950, non-durable consumer goods accounted for almost two-thirds 
of total manufacturing production, whereas they now represent about 40%. 
Intermediate products, on the other hand, increased their relative share 
of manufacturing production from less than 25% to over one-third of the 
total at present. But it is in the combined sector of consumer durables 
and investment goods that the relative change has been most striking. 
These represented barely 11.2% of total manufactures and currently account 
for one-quarter of the goods produced (see table 32). 

It should be pointed out that while non-durable consumer goods declined 
in relative importance, their growth rate was of the order of 4.7% annually, 
a rate considerably higher than that of population growth. Thus a change 
in the productive structure of manufacturing industry in the region was 
due to the relatively higher growth rates in intermediate goods (8.6% 
annually) and durable and capital goods (10.6%). 

While in almost all cases these changes have tended towards a 
manufacturing output whose composition is more similar to that of the 
industrialized countries, progress in this direction has been very uneven 
in the countries of the region, and thus the differences in their productive 
structures have perhaps become greater. 

(ii) The importance of the engineering and capital goods industries. 
As was mentioned above, an important aspect of the changes which have taken 
place in the structure of production of Latin American industry in recent 
decades takes the form of a striking increase in the share of the metal-
manufactures and machinery industries in total manufacturing production. 
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Table 32 

LATIN AMERICA: STRUCTURE OP MANUFACTURING INDUSTRY 

1950 I960 1974 

Latin America 1C0.0 100.0 100.0 

Non-durable consumer goods (percentages)^ 65.5 54.1 40.3 
Intermediate products b/ 23.3 28.2 34.1 
Durable consumer and investment goods c/ 11.2 17.7 25.6 

Large countries d/ 100.0 100.0 100.0 

Non-durable consumer goods (percentages) a/ 63.8 51.5 36.2 
Intermediate products b/ 23.5 28.9 35.2 
Durable consumer and investment goods c/ 12.7 19.6 28.6 

Medium-sized countries e/ . . 100.0 100.0 100.0 

Non-durable consumer goods (percentages) a/ 64.8 54.7 49.5 
Intermediate products b/ 28.3 30.2 33.0 
Durable consumer and investment goods c/ 6.9 15.1 17.5 

Small couTitries f / 100.0 100.0 100.0 

Kon-durable consumer goods (percentages) a/ 79.3 76.8 . 68.1 
Internediate products b/ 14.2 16.5 23.0 

Durable consumer and investment goods c/ 6.5 6.7 8.1 

Sources CEPAL, on the basis of o f f i c i a l data« 

a/ Bronchos nainly producing consumer goods: foodstuffs, beverage*, tobacco, t ex t i l e s , footwear and clothing, wood 
and cork, furni ture and f i t t i n g s , printing and publishing, leather and leather products, and miscellaneous 
industr ies . 

b/ Branches nainly producing internediate goods« paper and paper products, rubber and rubber products, chemical 
products derived froti petroleun and coal, non-notallic minerals, and basic netal industries« 

c/ Branches nainly producing capital goods and consumer durables« netal products, machinery other than e lec t r ica l , 
e lec t r ica l nachinery, and transport equipnent. 

d/ Argentina, Brazil and Mexico. 
e/ Colombia, Chilo, Peru and Venezuela. 
f / Bolivia, CACH countries, Ecuador, Panama, Paraguay, Dominican Republic and Uruguay. 
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As is well known, these products are an important channel for the transfer 
of technology and their growing share in international trade is extremely 
dynamic. 9/ 

It has also been pointed out, however, that the engineering industries 
did not develop to the same extent in all countries of the region. The 
countries where they became relatively more important are precisely the 
three larger and more industrialized countries of the region. As may be 
seen from table 33, engineering activities accounted for 27.8% of the value 
added by the manufacturing sector in Argentina, 30.6% in Brazil and 24% in 
Mexico, figures which are no doubt high but still well below the share of 
such activities in the industry of the developed countries.10/ In the 
remaining countries of the region, which are less industrialized and whose 
markets are smaller, the importance of the engineering group in manufacturing 
industries is much smaller. The figures in table 33 indicate a widespread 
correlation in Latin America between the degree of industrialization and 
the development of engineering industry and to some extent between both 
these factors and" market size. 

In conclusion, it may therefore be said that most of the countries 
of the region seem to be in the early stages of the development of engineering 
industry. This is much clearer if the comparison is limited to capital 
goods. Here again the three larger countries have advanced most. Argentina, 
Brazil and Mexico together account for about 90% of the production of 
capital goods in the region, which indicates the low level of development 
of that industry in the remaining countries. 

9/ Between 1955 and 1975, the share of engineering and metal products 
~~ in world trade of manufacture rose from 36.9% to 47.1%. 
10/ Percentage contribution of the engineering industries to the formation 

of the value added of the manufacturing sector, according to figures 
taken from official United Nations publications: 

North America (United States and Canada) 1973 41% 
Western Europe 1973 36% 
Eastern Europe and Soviet Union 1976 48% 
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Table 33 

LATIN AMERICA: DEGREE OF INDUSTRIALIZATION AND WEIGHT OF THE METAL MANUFACTURES 
AND MACHDERy INDUSTRIES IN THE MANUFACTURING SECTOR OF SOME COUNTRIES 

Country ï ea r 

Argentina 

Brazil 

Colombia 

Costa Rica 

Chile 

Ecuador 

El Salvador 

Guatemala 

Honduras 

Mexico 

Nicaragua 

Peru 

Dominican Republic 

Venezuela 

Degree of 
industrialization 

(percentage) 

1974 

1976 

1975 

.1975 

1977 

1977 

1975 

1975 

1975 

1975 

1975 

1976 

1974 

1975 

35=5 

30.4 

17.2 

21.1 
23.0 

19.2 

18.8 

15.2 

14.5 

22.8 
20.7 

25.9 

18.3 

16.5 

Weight of metal 
manufactures and 

machinery group a/ 
(percentage) 

27.8 

30.6 
16.8 
9.1 

16.6 

15.1 

8.3 

11.2 
6.9 

24.0 

7.8 

20.0 
7.3 

15.1 

Sources CEPAL, on the basis of o f f i c i a l data. 

a/ Contribution of the metal manufactures and machinery industries (SITC/Rev. 2 groups 381, 
382, 383, 384 and 385) to the formation of the manufacturing product. 
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In addition, it is worth pointing out that those three countries 
produce moré than 60% of the capital goods required for the development 
of their own economic activity. Four medium-sized countries (Colombia, 
Chile, Peru and Venezuela) together satisfy slightly over 20% of their 
own needs with domestically-produced goods; in the remaining countries 
of Latin America, local production of these goods is of little importance. 

It is worth pointing out that even in countries where manufacturing 
activity has developed most there is a sharp contrast in progress made 
between the production of widely-used capital goods, which are. employed 
indiscriminately in different industrial and non-industrial activities, 
and the manufacture of the capital goods specifically used in each industry 
or activity and which are generally the nucleus of the plant.incorporating 
the technology of the process. In the first case significant progress has 
been made and a high degree of self-sufficiency attained; in the second, 
much less progress has been made, among other reasons because of the high 
incidence of technology in the manufacture of such goods, 
(c) Technological dependence 

The unquestionable progress made,in various fields of industrialization 
has not, generally speaking, been accompanied to the desired extent by a 
substantial increase in local capacity to select and adapt foreign 
technology and still less to generate technological innovation in such a 
way as to enable better use to be made of available resources and the 
proper satisfaction of local needs. . 

It might be said that the region has had a relatively passive 
attitude to technology. The Latin American process of industrialization 
was promoted by policies which on the whole, did not take account of the 
need to develop.local capacity to carry out technological innovations; 
and the process advanced without the support of the necessary government 
policy and the corresponding arrangements and institutions required for 
technological development. The mechanisms and forms of technological 
progress which have occurred in the industrial field generally had nothing 
to do with government policies,and were very often carried out by transnational 
enterprises which have played an increasingly important role in the more 
dynamic activities of the manufacturing sector. 
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All this explains the overall lack of correspondence between 
technological know-how, covering all elements of scientific and technological 
supply (academic and research centres, extension services, terms of 
consultant engineeers and legislative, financial-and institutional support) 
and the growth of technical requirements associated with industrial 
development.11/ 

However, the situation is not the same in all the countries- of the 
region. Here again the larger countries are relatively more advanced. 
Argentina, Brazil and Mexico make systematic domestic technological efforts 
of some significance, although these are mostly minor and mainly designed 
to adapt imported technology to local circumstances. Other countries 
such as Venezuela, Colombia and Chile are in an intermediate position, 
but according to available data the technological gap between them and the 
first group is still considerable,12/ 

It should be pointed out, however, that these technological efforts, . 
together with other factors, are giving rise to manufacturing exports with 
a certain level of technological complexity, and the beginning of sales 
of technology in the form of licences, the provision of complete turn-key 
plants and technical assistance to other countries • in different areas, of 
industrial activity. All this constitutes a significant new development 
in the Latin American industrial scene, but it is not enough to make good 
the shortcomings which still exist in technology in almost all the 
countries of the region. In the present stage of the process, in which 
exports of manufactures are becoming particularly important as a source 
of industrial development, the increase of the local capacity to select and 
absorb new technical and scientific progress and, to some1extent,; to 
generate innovation as a result of deliberate effort by countries, would 
appear to be essential if Latin America is to be.in a position to participate 
significantly and increasingly in world manufacturing trade. 

11/ Science and technology in Latin America; regional diagnosis and 
programme of action, E/CEPAL/L.183/Rev.3 

12/ Ibid. 
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It is well-known that the sharp growth of world manufacturing 
production and the even more marked growth of international trade in 
manufactures since the Second World War, particularly in engineering 
products, have largely been the result of the extraordinary development of 
research and its practical application. Furthermore, irrespective of other 
considerations of international economic policy which certainly affect 
trade relations between developed market-economy countries, it may safely 
be said that technological innovation has much to do with the high 
percentage of mutual trade 13/ in manufactures which takes place among 
those countries, 
(d) Manufacturing exports 

The trends in the structure of the international trade in recent 
decades, from the standpoint of the increased weight of manufactures 
and the ensuing decline in importance of food and raw materials, is also 
shown in the figures for Latin American exports, but only from the 
mid-1960s onwards. Until then the share of manufactures in the breakdown 
of total exports of goods by Latin America was slight. In 1961 they 
accounted for barely 2% of the total; in 1973, a little more than 10 years 
later, they amounted to roughly 20% of total exports. This trend was 
abruptly broken in 1974, and subsequently began to climb once again 
although without reaching the percentage share of total exports achieved 
in 1973.14/ 

In monetary terms the growth of manufacturing exports has also been 
significant; in 1961 they amounted to some 620 million dollars, and in 1977 
to around 9,000 million (see table 34). 

13/ In 1975 mutual trade in manufactures among developed market-economy 
countries represented 57.5% of the world trade in those products. 
In addition, 91.2% of the imports and 68.3% of the exports of 
the developed market-economy countries came from or went to those 
countries. 

14/ This is largely attributable to the effect of the new fuel prices 
on the value of total exports of goods, but also to the performance 
of exports as a result of the economic recession and the slow growth 
of the industrial countries, and the slackening of growth and 
investment in the countries of the region. 
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Table 34 

LATIN AMERICA: EVOLUTION OF EXPORTS OF MANUFACTURES a/ 
AND' THEIR RELATIONSHIP 20 TOTAL EXPORTS OF GOODS 

(Millions of follars_ at current prices and percentages) 

1961 1965 1970 1973 1974 1975 1976 1977 

Exports of manufactures 

Argentina 132 144 420 978 1 290 930 1 212 1 000b/ 

Brazil 141 237 580 1 672 2 534 2 725 3 061 4 000 

Mexico 125 183 444 1 200 1 » 0 1 168 1 315 1 500b/ 

Subtotal 399 584 1 444 3 850 5 074 4 823 5 58~ 6 500b/ 

Other countries -222 386 731 1 275 * 1 750b/ 1 810b/ 2 200b/ 2 500b/ 

Latin America of 620 950 2 175 5 125 6 824b/ 6 633b/ 7 788 9 000b/ 

Total exports of goods 
of Latin America 11 031 14 885 25 985 44 337 37 220 43 267 50 824 

Relationship between 
manufactures and total 
exports of goods -2 9 15 20 15 . 18 18 18 

Source» CEPAL, on the basis of o f f i c i a l data« 

a/ As defined by UNCTAD, excluding SHC heading 331«>0, group 332 and chapter 68«. 
b/ Par t ia l estimates» " 
c/ Latin America includes: LAFTA countries, CACM countries, CARIFTA/CARICOM countries, Panama and Dominican 

Republic» 
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In addition, the differences in structure between manufacturing 
exports and imports continue to exist to a large extent. It may be seen 
from table 35 that in the period 1955-1975, despite the large increase 
in the share of engineering products in the composition of Latin American 
exports, miscellaneous manufactures continue to predominate; on the other 
hand, engineering products continue to dominate imports, and have even 
increased their share. 

Probably some of the success of this export performance is due 
to the rapid growth of the world economy during the early 1970s; but 
even so it cannot;be denied that these favourable international market 
conditions could be exploited because the Latin American countries had 
a sufficiently developed industrial base to be able to satisfy with their 
production the requirements of the international market, which are 
sometimes very strict with regard to specifications and quality. 

It is therefore not surprising that it was the relatively more 
industrialized countries of the region whose manufacturing exports 
increased most. Argentina, Brazil and Mexico together accounted for 
three-quarters of total manufacturing exports of Latin America in 1977, 
and more than 80% of the engineering products exported by the region 
(see table 36). 

The part played by transnational enterprises in Latin American 
manufacturing exports is important, particularly in the most dynamic 
branches. In 1973 foreign enterprises were responsible for 42% of 
manufacturing exports in Argentina.15/ In Brazil, foreign enterprises 
in 1976 exported 71% of the electrical machinery, 94.7% of the transport 
machinery and 100% of the pharmaceutical products exported by the country.16/ 

3-5/ INPE, Las exportaciones argentinas en 1973 (mimeo), 1976, quoted 
by Angel Monti in "Análisis interpretativo del desarrollo industrial, 
1976" (typewritten draft, 1978), 

/ Figures obtained from research carried out by R, Bonelli and W. Suzigan, 
consultants hired by CEPAL, which appear in Tendencias recientes 
da industrializaqao brasileras desempenho, institucoes e política, 
preliminary version, 1978. 

/Table 40 
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Table 35 • 

LATIN AMERICA* STRUCTURE OF EXPORTS AND IMPORTS OF MANUFACTUREŜ  

(Percentages of the t o t a l ) 

Exports Inports 

1955 1975 1955 1975 

Chemicals _b/ 37 2"iSl 15 18 
Metal manufactures and 

machinery d / 6 29 52 62 
Other products e / 57 48 33 20 

Total 100 100 100 100 

Sources CEPAL, cn .the basis of o f f i c i a l data. 
a/ SHC divisions 5, 6, 7 and 8, excluding groups 6? and 68 (ferrous and non-ferrous 

metals. 
b/ Chemicals, SHC division 5. 
<J 3:cports of f a t s and o i l s account for nearly 60$. 
4 / Metal Manufactures» SUC division 7. 
o j SHC divisions 6 end 8, excluding groups 67 and 68. 

/Table 22 
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Table 36 

LATIN AMERICA} EVOLUTION OF THE SHARE IN MANUFACTURING EXPORTS 
OF COUNTRIES GROUPED BX ECONOMIC SIZE 

(Percentages) 

Total manufacturing 
exports 

Exports of metal manufactures 
acd machinery 

1965 1970 1974 1977a/ 1966 1970 1974 1977a/ 

Latin America 

Large countries b/ 

Medium-sized 
countries c/ 

Small countries d/ 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

59-4 

27.4 24.2 13.4 13.0 16.3 9.7 

13.2 9.4 12.2 13.0 13.2 8.2 6.2 9.0 

66.4 74.4 74.0 70.5 81.5 89.0 83.0 

8.0 

Source« Las exportaciones de manufacturas en America Latina» Informaciones estadíst icas y algunas 
consideraciones generales (E/CEPAL/L. 128), January 1976. 

a/ Partial estimates 
b/ Argentina, Brazil and Mexico. 
c/ Colombia, Chile, Peru and Venezuela. 
d/ Bolivia, Ecuador, Paraguay, Uruguay, Dominican Republic and Panama; CACM and CARIFTA/CARICOM 

countries. Cuba and Haiti are not included. 

/A high 
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A high proportion of Latin American manufacturing exports go to 
countries outside the region. The developed market-economy countries 
are the main purchasers of Latin American manufactures. Between 1970 
and 1975 almost 60% of manufacturing exports were destined for those 
countries, as may be seen from table 37. 

The regional market is also ifnportafrt. In recent years it has 
accounted for almost 40% of Latin American exports of such products. 
The remaining regions are of very little significance as markets for 
Latin American manufactures. 

It should be pointed out that there are sharp differences in the 
composition of manufacturing exports destined for markets of the region 
and for exports for the rest of the..world,.. The data for 1974 indicate 
that in the structure of exports of Latin American countries destined 
to other regions and particularly the industrialized market economy 
countries, the products of traditional industry account for the largest 
share (52%) followed in order of importance by chemicals (28%), and • 
engineering products (20%). In contrast, in the intraregional trade 
of manufactures, engineering products are more important (35%), even 
though the products of traditional industries continue to account for the 
largest share (42%), while chemicals account for 23%. 
(e) Manufacturing employment 

The direct contribution of the manufacturing sector to the 
solution of the serious employment problem in the region does not appear 
to be very great, particularly in the light of the expectations which were 
nourished at the beginning of the 1950s. It should be remembered that 
industrialization signifies the replacement of low-productivity activities 
by more productive ones as a result of the application of technological 
innovation and a process of concentration of production in larger units, 
in many cases absorbing labour from the artisanal and the small-scale 
industrial strata. This process has been taking place to a varying extent 
in all countries of the region and partly explains the feeble role 
manufacturing industry has played in absorbing labour. 

/Table 37 
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Table 37 

LAID! AIERICAs DESTINATION OF EXPORTS OF MANUFACTURES 

(Percentages) » »1 I.«.jjiiw mmr 

Manufacturing exports to : 

Latin America 

Developed market economy countries 

Eastern Europe and Union of 
Soviet Socialist Republics 

Africa (excl. South Africa) 

Asia (excl. Japan and 
social is t countries) 

China and other social is t 
countries of Asia 

1963 

34.5 

61.6 

1.8 

2.0 

1970 

38.7 

58.0 

1.3 

0.7 

1.0 

0.3 

1973 

35.0 

6O.7 

1.5 

1.0 

1.7 

0.1 

1975 

36.7 

56.9 

2.4 

2.1 

1.7 

0 .3 

Source: CEPAL, on the basis of o f f i c i a l data. 
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Furthermore;, according to earlier studies dealing with the 1960s 17/ 
in Latin America it was not the traditional industries which had the 
highest employment growth rates but the engineering industries and others 
such as pulp and paper and petroleum products. UNIDO came to much the 
same conclusion in a study 18/ covering 26 developing countries, including 
9 Latin American ones.19/ According to that study, in almost two-thirds 
of the countries employment in heavy industry 20/ (including engineering) 
increased at a faster rate than in light industry during the period 
1963-1970. 

The scanty data available, usually partial and hot always comparable, 
on the growth of manufacturing employment in the region, seem to show that 
during the period 1965-1975 it increased at an average annual rate of 3.6% 
while the economically active population grew at a rate of 2.4%. The higher 
growth rates were found in the periods 1965-1970 and 1970-1975, when they 
amounted to 3.8% and 6.0% respectively, much above the 1955-1975 average, 
and, logically enough, coinciding with the periods of highest growth 
rates in manufacturing industry. 

This would indicate that a more rapid growth rate in the manufacturing 
sector, well above the average rates achieved in recent decades, would make 
it possible for industry to play a greater role in solving the serious 
employment problem in Latin America. This contribution could certainly 
be large, not only through the direct contribution of the sector but 
also because of its repercussions on other economic activities, 
(f) The agents of industrialization 

One of the salient features of the Latin American industrialization 
process in recent decades is the relative loss of importance of local 
private enterprise vis-à-vis the other two agents of industrialization: 

17/ La industrializaci&n latinoamericana en los años 70, Cuadernos de 
la CEPAL, N° 8, Santiago, 1975. 

18/ UNIDO, Industrial Development Survey, United Nations publication, 
Sales N°: E.74.II.B.14, New York, 1974. 

19/ Honduras, Panama, El Salvador, Ecuador, Chile, Peru, Colombia, 
Brazil and the Dominican Republic. 

20/ Heavy industries, SITC 35 to 38. 

/public sector 
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public sector enterprises and in particular transnational enterprises. 
Public enterprises, primarily in the large and medium-sized countries, 
deal in particular with basic areas with a view to providing a basis for 
more advanced stages of general and industrial development. Transnational 
enterprises, appearing on the industrial scene at a later date on a large 
scale, are primarily situated in the more dynamic and advanced areas 
of the manufacturing sector and are located above all in the countries 
with bigger markets. 

Private enterprise generally continues to predominate in traditional 
industries producing non-durable consumer goods, although in some of these 
transnational enterprises are also making significant progress. 

There is thus a changing entrepreneurial structure, apparently tending 
towards a greater differentiation of the roles played by the different 
agents of industrialization, especially in the large and medium-sized 
countries; naturally it is affecting the functioning of the sector and 
above all the orientation of industrial and overall development in the 
countries of the region.: 

From the 1940s onwards the governments of the region began 
increasingly to set up companies, either wholly or partially State-owned, 
to attain specific objectives of economic policy or national security. 
The number of State enterprises producing industrial goods in-Latin 
America is not unduly large; nor is their share in the total production 
of each country. That share is very high, however, in certain manufacturing 
branches, particularly in basic industries and the processing of petroleum 
products. 

In 1977 the steel bar output of State steel entérprises amounted to 
55% of total production in Argentina, 55% in Brazil, 41% in Mexico, almost 
100% in Chile, 100% in Peru and 84% in Venezuela. The share of State 
enterprises in oil-refining capacity is likewise very important. In 
Bolivia, Colombia, Cuba, Chile, Uruguay and (practically) also' in Brazil 
100% of petroleum refining is done by State enterprises. In the production 
of chemical and petrochemical products, State enterprises again play a 
very important role in'some countries of the region. 

/Another important 
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Another Important feature of the Latin American industrialization 
process is the increasingly important part played by foreign capital in 
the form of transnational enterprises« 

Only partial studies are available to determine the extent of that 
participation, but an indication may be given by the fact that the 
manufacturing-product generated by United States-based enterprises-alone 
represented in 1975 about 11.2% of the total manufacturing product of 
19 Latin American countries in which they were located. In 1966, that 
share amounted to 9%.21/ However, although this share is large, it does 
not properly indicate the great influence of transnational enterprises on 
the orientation and development of the manufacturing sector of the region,• 
an influence stemming from, their economic, commercial and financial power 
as well as the technological superiority generally characteristic of those 
enterprises. 

One manifestation of that influence is the faster growth of sectors 
where transnational enterprises are predominant and the displacement of 
national enterprises as a result of the transnationals' microeconomic 
advantages with regard to plant size, productivity, technology used, 
access to financing and external markets. 

Broadly speaking, the manufacturing investment of transnationals 
has been concentrated, in the countries with bigger markets and mainly in 
the more dynamic industries, where technological and capital intensity 
increases, such as chemicals and engineering, although they also have, 
an important share in traditional industries such as foods, particularly 
in the relatively less developed countries. 

According to one survey 22/ covering more than 2,700 manufacturing 
enterprises in Brazil, in 1977 the transnationals owned 26,2% of total 
equity capital; in engineering, this share amounted to 51.4%, and in 
electrical machinery and equipment to 68.1%. In Mexico 'the transnationals 
represented in 1977 approximately 33% of capital invested in manufacturing 
industry and 45% in engineering industries. . 

21/ 
22/ 

Data taken from ongoing research by the CEPAL/CTC Joint Unit. 
"Quem é Quem na Economia Brasilera", Visao, various numbers. 

/The role 
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The role of private enterprise in the industrialization process has 
not had the same importance in all countries of the region. However, in 
most of them it has been the main agent stimulating and largely shaping 
the process and it has generated industrial strata which in some 

t , 

circumstances has had to confront the interests of the import-export trade 
sectors. 

Local private enterprise participates in the entire sectoral spectrum 
of manufacturing industry in the region. This participation, generally 
important in terms of its contribution to the manufacturing product, is 
predominant in traditional industry, although in some countries that 
position has been weakened by the advance of the transnational enterprises. 

On the other hand, in the more dynamic sectors their share is 
generally smaller than that of the transnational enterprises. The cases 
of Brazil and Mexico, for which data is available, are good examples. 
The above-mentioned study found that around 1977,23/ in Brazil the equity 
capital of local private enterprises represented 48.3% of the sectoral 
total. This share rose to 75.5% when considering only the industries 
producing non-durable consumer goods; on the other hand in the intermediate 
and engineering industries, the participation of local private enterprises 
amounted to 34.4% and 45.2% respectively. 

In Mexico, considering the total of manufacturing enterprises, the 
capital invested by national private firms amounted to 52.7% of the total 
in 1970. They accounted for 69.2% of the total in the case of non-durable 
consumer goods industries; 40% of the industries producing intermediate 
goods, and 47.1% of the engineering industries. 

Local private enterprises vary enormously from the standpoint of 
size and technological level. The proportion of artisan-type establishments 
is still very high in many countries of the region and in the manufacturing 
sector enterprises have very different levels of productivity even within 
the same branches of activity. 

23/ Ibid. • . . 

/E. THE 
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E. THE ENERGY SECTOR 

• 1. Introduction 

Latin America has abundant resources of the three most important 
traditional types of commercial energy: hydrocarbons (petroleum and natural 
gas), hydroelectricity and coal, although their distribution in the various 
countries is very uneven. Its considerable water resources are more 
uniformly distributed, but the known reserves of hydrocarbons and coal 
are heavily concentrated in only a few countries. For example, nearly 
80% of the hydrocarbon reserves are located in Venezuela and Mexico, and 

\ 

a similar situation is found in the case of coal since Colombia and Mexico 
have 60% of the known reserves. 

In contrast with this situation, the structure of demand for energy 
in all the countries has been based essentially on petroleum. Although only 
five countries produce it in sufficient quantity to cover their own needs, 
regional consumption of this fuel represents over 60% of the total commercial 
energy used in the region. If the consumption of petroleum is considered 
together with that of natural gas, which is generally associated with it, 
the total consumption of hydrocarbons will be seen to have been over 70% 
of the total consumption of energy in 1950, rising to 75% in the middle 
of the 1970s. In contrast, little use has been made of hydroelectricity 
in relation to the potential of this water resource, and coal has played 
an even less important role as an energy resource. 

This brings to light a possible difference between estimates of energy 
supply and demand for the majority of the countries, which gives rise to 
a heavy dependence on imported petroleum to satisfy domestic energy 
requirements. 

Among the non-commercial energy resources, vegetable fuels (wood and 
charcoal) have undoubtedly played an important part, albeit difficult to 
determine, in the supply of consumption especially of the low-income 
population sectors, particularly in the rural area, and that of some agro-
industrial establishments such as sugar plants, which use sugar cane waste 

/(bagasse) for 
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(bagasse) for fuel in the refining process* It is estimated, however, 
that the percentage share of vegetable fuels has been decreasing steadily 
as a result of the urbanization process. 

2. Latin America's energy sector in the period 1950-1976 

Latin America's total consumption of energy grew at a cumulative 
average annual rate of 6.6% - 4% in per capita terms - over the period 
1950-1976. Both these figures are higher than the relevant rates for 
the group of developed countries, but lower than those for the group of 
other developing countries. In absolute figures, per capita energy 

I 
consumption in Latin America is more than double that of other developing 
countries, but is approximately equal to only one-sixth of the average 
consumption recorded in the developed countries. 

Proven reserves of petroleum and natural gas in Latin America were 
estimated at the end of 1976 at 4,700 and 2,500 million tons of petroleum 
equivalent respectively,24/ which represented 5% and 4% of proven world 
reserves. The geographical distribution of these reserves is irregular. 
In 1976, 90% of petroleum reserves were located in only four countries: 
Venezuela (52%), Mexico (24%), Argentina (8%) and Ecuador (6%). As regards 
natural gas, five countries accounted for 86% of the reserves: Venezuela 
(46%), Ecuador (13%), Mexico (13%), Argentina (8%) and Bolivia (6%). Proven 
oil reserves were equal to 19 times the production of crude petroleum 
recorded that same year and 28 times that of natural gas. 

Non-conventional sources of energy such as solar and wind energy 
are abundant in the region, but their contribution to the supply of energy 
is still minimal as although the technology involved has long been known, 
its production, with a few exceptions, cannot compete with conventional 
sources. 

The severe impact of the increase in the world price of petroleum 
on the economies of the oil-deficit countries has encouraged them in the 
last few years to formulate policies aimed at replacing this fuel through 
the greater use of local energy sources, especially on the basis of a more 
intensive utilization of the hydroelectric potential, coal, alcohol and 

24/ At the end of 1977 they were estimated at 6,300 and 2,800 million 
tons of petroleum equivalent, respectively. 

/geothermal energy. 
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geothermal energy. The more industrialized countries of -the region have 
introduced nuclear energy in their.energy supply programmes. If the goals 
established in the respective policies are attained, all.this will lead to 
changes in the structure of energy consumption in the region, although in 
any case it is estimated that from'now until the end of the century 
petroleum will retain its position as the main supplier of energy. 

Although dependence on imported' petroleum is a fairly generalized state 
of affairs and the geological characteristics of the region suggest - and" 
the recent important discoveries in Mexico would appear to confirm - that 
the sub-soil must contain considerable as yet undiscoverèd reservoirs which 
may very well be similar to those of the largest producing regions of tfie 
world, the search for new oil reservoirs has not been sufficiently intensive 
over the period analysed owing to the high costs involved, the low level of 
prices in the previous decade, and a certain lack of continuity in the 
policies implemented. 

Petroleum's share in total energy consumption dropped from 67% in 1950 
to 62% in 1976. That of natural gas, on the other hand, increased from 7% 
to 14% between the same years, so that the result for hydrocarbons as a whole 
was a slight increase (74 to 76%). The relative importance of coal decreased 
sharply (from 13 to 5%) and that of hydroelectricity shb'ws a rising trend, 
which has accelerated in the last few years (the figures for the years at 
the beginning and end of the period were 14 and 18%) (see' table 38). 

Six countries possess the four ìiasic forms of commercial energy: 
coal, petroleum, natural gas and hydroelectricity. Four 25/ have the last 
three forms, two have only hydrocarbons, and 12 only hydroelectricity. 
Three countries have no local sources of commercial energy, 
(a) Petroleum and nacurai gas 

Oil production more than doubled during the period considered, rising 
from 113.8 to 258.7 million m (see table 39). Venezuela has been the main 
producer, but its share droppéd from 76% in 1950 to 52% in 1976. Mexico 
is the second largest producer in the region and has recorded a marked increase 
since 1976 as a result of the recent discovery of important oilfields. 

25/ Ecuador should be included in this group, although table 38 does not 
contain any data on natural gas.production. 

/Table 40 
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Table 38 

LATIN AHERICA« ENERGK PRODUCTION AND CONSUMPTION BY SOURCES, 1950 AND 1976 

(Thousands of tons of petroleum equivalent to 10 700 Kcal/kg) 

Production Consumption 

Hidro- Petro-
Nato-

Hidr«- Vege-
Petro-

Natu- Vege-
Petro-

Nato- elec-
Vege-

Petro- fllee- Vege- leum 
ra l 

elec-
Vege-

Coal 
Petro- r a l table lb t a l Coal 

leum 
ra l t r i c -

table Coal leum t r i e -
table lb t a l prod- t r i c -leum 

8 8 3 i t y a/ 
fue l s uct 

gas i ty ¡ / 
fue ls 

1950 
Argentina 27 3 357 657 77 1 457 5 575 1 250 7 307 464 77 1 457 
Bahamas - - - - 5 5 - 16 - - 5 
Barbados - - 2 - 126 128 - 21 - - 126 
Bolivia - 80 - 110 536 726 7 122 - 110 536 
Brazil 864 46 4 3 030 9 683 13 631 1 340 4 316 - 3 030 9 687 
Colombia 720 4 699 1 044 362 2 299 9 124 710 931 180 362 2 299 
Costa Rica - - - 74 162 236 - 96 - 74 162 
Cuba - 22 - 6 3 241 3 269 36 1 720 20 6 3 241 
Chile 1 381 82 174 694 853 3 184 1 381 1 134 - 694 853 
Ecuador - 347 115 30 657 1 149 - 230 - 30 657 
El Salvador - - - 17 » 5 342 - 91 - 17 325 
Grenada - - - - 33- 13 - 2 - - 13 
Guatemala - - - 35 524 559 247 35 524 
Guyana - - - - 194 194 - 85 - - 194 
Haiti - - - - 816 816 - 37 - - 816 
Honduras - - - 3 256 259 - 145 - 3 256 
Jamaica - - - 21 345 366 - 82 - a 345 
Mexico 590 10 572 1 611 821 4 217 17 811 660 7 337 1 144 821 4 217 
Nicaragua - - - 15 217 232 - 67 - 15 217 
Panama - - - 2 114 116 - 182 - 2 114 
Paraguay - - - - 263 263 - 11 - - 263 
Peru 74 2 006 712 299 I 424 4 515 40 1 097 4 299 1 424 
Dominican Republic - - - - 662 662 - 130 - - 662 
Suriname - - - - 35 35 - 67 - - 35 
Trinidad and Tobago - 2 904 395 - 13& 3 437 - 167 130 - 138 
Uruguay - - - 222 121 343 60 734 - 222 121 
Venezuela 7 78 236 13 724 73 536 92 578 17 2 500 972 73 538 

Total 3 663 102 351 18 438 5 m 29 225 159 568 5 521 28 874 2 £ 4 5 891 29 225 

Argentina 402 20 833 9 598 2 270 1 695 34 798 924 a 077 6 708 2 270 1 695 
Bahamas - - - - 6 6 2 1 006 - - 6 
Barbados - 14 3 - 64 81 ... 154 3 - 64 
Bolivia - 1 937 3 793 251 894 6 875 - 875 69 251 894 
Brazil 2 130 8 605 1 427 24 631 16 279 53 072 4 336 42 327 482 24 631 16 279 
Colombia 2 368 7 298 2 906 3 126 2 753 18 451 2 365 6 626 1 523 3 126 2 753 
Costa Rica - - - 430 283 713 - 597 - 430 283 
Cuba - 144 19 16 3 809 3 988 77 7 487 18 16 3 809 
Chile 826 1 091 5 845 1 864 565 10 191 901 4 114 1 114 1 864 565 
Ecuador - 9 026 191 1 293 10 510 - 2 191 ... 191 1 293 
El Salvador - - - 129 546 675 - 642 - 129 546 
Grenada - - - 15 15 - 13 - - 15 
Guatemala - - - 91 1 170 1 261 - 929 - 91 1 170 
Guyana - - - - 307 307 - 549 - - 307 
Haiti - - - 43 1 145 1 188 •r 73 - 43 1 145 
Honduras - - - 129 1 4?6 625 - 450 - 129 496 
Jamaica - - - 43 3£0 423 i 2 595 - 43 380 
Mexico 3 696 46 830 19 014 5 142 5 458 80 180 3 809 34 667 12 618 5 142 5 498 
Nicaragua - - 128 403 531 - 631 - 128 403 
Panama - - - 41 192 233 - 1 022 - 41 192 
Paraguay - - - 159 450 609 - 345 - 159 450 
Peru - 3 735 1 763 1 753 1 716 8 967 120 5 760 1 044 1 753 1 716 
Dominican Republic - - - 63 1 185 1 248 - 2 153 - 63 1 185 
Suriname - - - 352 70 422 17 573 - 352 70 
Trinidad and Tobago - 10 575 1 475 - 147 12 197 - 1 572 1 475 - 147 
Uruguay - - - 364 101 465 17 1 720 - 364 101 
Venezuela 58 120 166 32 307 2 966 764 156 261 215 9 962 9 845 2 966 764 

Total 9 480 230 254 78 150 44 182 42 226 404 292 12 784 150 110 34 899 44 182 42 226 

Tbtal 

10 555 
21 

147 
775 

18 373 
4 482 

332 
5 023 
4 062 

917 
433 
15 

806 
279 
853 
404 
448 

14 179 
299 
298 
274 

2 864 
?92 
102 
435 

I 157 
4 100 

72 425 

32 674 
1 014 

221 
2 089 

88 055 
16 393 

1 310 
I I 407 
8 558 
3 675 
1 317 

28 
2 190 

856 
1 261 
1 075 
3 Olí, 

61 734 
1 162 
1 255 

954 
10 393 

3 401 
1 012 
3 194 
2 202 

23 752 
284 201 

1 —— — — — VW VUIW V* WIC iAIJIttQO C VQbUUlWU Ujr VWUi« 
Figures for coal and commercial energy corresponding to Barbados, Bahamas, Cuba, Grenada, Guyana, Jamaica, 
Suriname and Trinidad and Tobago were taken from United Nations, World Energy Supplies, 1950-1974. 

a/ This energy was expressed in caloric units by considering the consumption of kilocalories used on average by the 
power stat ions of the region to produce 1KWH (kcal/KWfO. /Table 39 



Table 39 

LATIN AMERICA! PRODUCTION, IMPORT AND EXPORT OF PETROLEUM AND IMPORT, EXPORT AND 
CONSUMPTION OF PETROLEUM FUEL PRODUCTS, 1950 AND 1976 

(Thousands of m?) 

1 9 5 0 ! 1 9 7 6 

Country Petroleum Products Petroleian Products 
Produc 

tion"" Imports Exports Imports Exports Consunp 
t ion" 

Produc 
tion"" Imports Exports Imports Exports Consunp 

t ion 
Argentina 3 730 3 559 _ 2 703 8 408 23 148 3 524 _ 1 260 141 24 954 
Bahamas - - - 26 - 22 - 10 760 - 804 9 288 1 120 
Barbados 6 - 19 - 25 23 147 - 438 • - . 601 
Bolivia 98 - 9 75 3 146 2 362 - 1 282 23 - 1 075 
Brazil 54 13 — 4 978 - 5 127 10 006 43 655 3 335 1 374 ao 51 025 
Colombia 5 401 - 4 495 244 - 1 107 8 388 1 069 - 438 1 394 8 167 
Costa Rica _ - _ 112 112 _ 293 — 449 708 
Cuba 22 269 - 1 660 - 1 940 251 6 663 - 2 338 - 8 382 
Chile 100 - 77 1 348 - 1 296 1 331 4 016 - - 154 5 210 
Ecuador 418 - 149 8 - 274 10 875 1 291 9 752 242 - 2 570 
El Salvador - - - 107 - 107 - 571 - 4 - 738 
'Grenada - - - 2 - 2 - - - 620 - 620 
Guatemala - - 280 _ 280 _ 825 - 526 - 1 127 
Guyana - - - 94 - 94 - - - 623 - 623 
Haiti - - - 44 - 43 - - - 144 - 144 
Honduras - - _ 162 _ 162 - 441 - 26 16 517 
Jamaica - - - 216 216 - 1 422 - 1 275 151 2 390 
Mexico 11 747 - 1 864 347 1 034 8 453 52 033 5 480 4 104 294 42 018 
Nicaragua - - - 77 - 77 - 677 - 47 - 746 
Panama - - - 212 - 212 - 3 201 - 360 2 068a/ 1 213 
Paraguay - - - 27 - 27 - 256 - 105 - 414 
Peru 2 369 - 445 44 706 1 275 4 446 2 694 317 490 123 6 830 
Dominican 

2 416 Republic - - - 120 - 119 - 1 331 - 794 - 2 416 
Suriname - - _ 75 - 75 - - - 595 - 595 
Trinidad and 

1 6ei Tabago 2 904 1 520 4 157 205 12 350 13 720 8 847 88 12 654 1 6ei 
Uruguay - 864 - 44 849 

12 350 
2 031 173 - 2 023 

Venezuela 86 929 - 71 931 - 10 688a/ 2 900a/ 135 518 - 79 743 - 40 920b/ 12 412b/ 
•n Total 113 792 6 231 78 970 13 024 16 588" 33 553~* 258 731 98 587 108 756 17 340 67 413~ 180 339 
0 Total ( oxcl. 

16 588" 98 587 108 756 

r+ 
ar 
<D 

Venezuela 26 663 L22L 7 oy? 13 Q24 5 900 30 653 125 213 qa 587 2Q 013 17.,m 26 493 l$7 m 

Sourcet CEPAL, on the basis of o f f i c i a l data, 
a/ Excluding 951 000 m3 sold to ships, 
b/ Excluding 1 260 000 ra5 sold to ships. 
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For the region as a whole, however, production fell during the perio,d 
1970-1976 owing, on the one hand, to the restrictions on production in 
Venezuela in line with a policy of resource conservation, and on the other 
hand to the stationary or declining level of production of Argentina, 
Brazil, Chile and Colombia, due to depletion of the oilfields exploited. 
Only Mexico and Ecuador record sharp production increases. In the period 
considered, Latin America's petroleum production lost some of its importance 
in relation to world output, i.e., from 19% in 1950 to only 8% in 1976, 

Petroleum exports have reached fairly high figures in relation to 
the production of this hydrocarbon (over 40% throughout the period). 
Venezuela has been the main exporting country in the 26 years, accompanied 
by Mexico, Trinidad and Tobago, Ecuador and Bolivia, their total output 
being 97% of Latin America's exports of crude petroleum in 1976. In that 
year Colombia had ceased to be an oil-exporting country and Peru had 
joined the ranks of the net oil importers. 

Imports of liquid hydrocarbons by the group of oil-deficit countries 
3 3 rose from 18 million m in 1950 to 92 million m in 1976 and represent 

a considerable proportion of their domestic consumption. 
The major importers at the beginning of the period were Argentina 

and Brazil, with 35% and 28%, respectively, of the group's total imports. 
By the end of the period Argentina was importing a Smaller volume than 
that registered in 1950, representing only 5%, while Brazil increased 
its share to 49%. Chile appears as the third largest importer, with 4% 

of the total. 
The predominance of imports of petroleum products over those of 

crude petroleum observed in the early years of the period was due to the 
lack of refining capacity. During the period under review the development 
of refining capacity was greatly intensified, with the stimulus of a sharp 
drop in the transport costs of crude petroleum and the extent and degree 
of diversification attained by the petroleum products consumed in the region. 
In 1976 the existing refining capacity was 5.9 million barrels per day, 

3 
i.e., 342 million m per year, a figure which far-exceeded that for the 
consumption of petroleum products in the same year. Two distinct trends 
are observable in this expansion: (a) an increase in the average capacity 

/of the 
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of the refining units; several refineries have been installed with a 
capacity of over 100,000 barrels a day, some destined for export; and . 
(b) a bigger capacity in the catalytic cracking and reforming plants. 

Natural gas production is currently concentrated, in 11 countries 
of the region, the main producers being Venezuela, Mexico, Argentina and 
Chile, with 41, 24, 12 and 7% respectively of the total gas produced in 
the region. The contribution of natural gas to the supply of commercial 
energy has reached considerable proportions in some countries. In 1976, 
for example, it was 43% in Venezuela and 22% in both Mexico and Argentina. 
(b) Coal 

The share of coal in the consumption of commercial energy declined 
over the period considered. Although it.is true that coal never played 
an important part in the supply of energy in Latin America, towards the 
end of the period its contribution was minimal (5% compared with 13% in 
1950). The reason was its replacement by petroleum and natural gas. in 
many sectors of consumption, for the sake of economy and convenience. 

Coal has been replaced almost completely in the rail and maritime 
transport sector, and to a considerable extent in the production of steam 
for various uses. At present its consumption is confined to two sectors: 
the electricity sector which uses it to produce electric energy, thus in 
some cases preventing, the closure of mines or reducing stocks of low-grade 
coal obtained as a by-product in the production of metallurgical coal; and 
the steel sector which continues to use it in its dual role of a source 
of heat and a chemical reducing agent. 

The ma:Ln coal-producing countries in Latin America are Mexico, 
Colombia, Brazil and Chile, which altogether accounted for 95% of the 
region's production in 1976. Argentina, Peru and Venezuela are relatively 
minor producers. Only Mexico and Colombia produce coal for steelmaking 
in sufficient quantities to satisfy that industry's demand. 
(c) Electric energy 

The production of electric energy in Latin America has developed 
rapidly over, the period under review. The figures for the first and last 
years (1950 and 1976) were 27,600 GWH and 249,800 GWH, respectively (see 
table 40), which is equivalent to an average annual growth of 8.8%. 

/Table 40 



Table 40 

LATIN AMERICAs PRODUCTION OP ELECTRICAL ENERGY BY SECTORS AND COUNTRIES, 1950, I960 AND 1976 

(Millions of KWH,) 

1 9 5 Q • i960 - 1976 
Public service Co?,,Try t o t a l Public service Country t o t a l Public service Country t o t a l 

Hydraulic Thermal Total Hydraulic Thermal Total Hydraulic Thermal Total Hydraulic Thermal Total Hydraulic Thermal Total Hydraulic Thermal Total 

Argentina 153 4 370 4 523 183 5 120 5 303 870 6 993 7 863 927 9 531 10 458 7 513 17 685 25 198 7 591 22 529 30 120 
Bahamas - 16 16 - 16 16 - 76 76 - 76 76 - 600 600 - 600 600 

Barbados 11 11 _ 11 11 - 38 38 - 38 38 - 228 228 - 226 228 
Bolivia 163 5 168 261 37 296 • 292 18 510 550 97 44? 700 150 850 840 240 1 080 
Brazil 6 700 800 1 500 7 198 1 010 8 208 14 831 3 683 18 514 18 384 4 481 22 865 80 391 3 782 84 173 82 361 6 259 88 620 

Colombia 810 240 1 050 860 410 1 270 2 244 551 2 795 2 389 1 131 3 520 10 074 3 643 13 717 10 454 5 169 15 623 
Costa Rica 158 - 158 175 7 182 380 33 413 392 46 438 1 423 147 1 570 1 438 197 1 635 

Cuba 13 745 758 13 1 187 1 200 20 2 213 2 233 20 2 961 2 981 53 5 940 5 993 53 7 145 7 198 
Chile 959 200 1 159 1 649 1 294 2 943 2 172 170 2 342 2 977 1 615 4 592 5 453 1 151 6 604 6 234 3 042 9 276 

Ecuador 58 52 110 72 80 152 145 164 309 175 214 389 610 1 020 1 630 640 1 180 1 820 

El Salvador 38 28 66 40 48 88 236 12 248 240 16 256 433 675 1 108 433 725 .. 1 158 

Grenada „ 1 1 - 1 1 - 4 4 - 4 4 - 28 28 - 28 23 

Guatemala 71 20 91 83 33 116 126 120 246 143 167 3J0 30fe 711 1 015 304 886 1 190 

Guyana 20 20 „ 35 35 - 55 55 - 92 92 212 212 - 398 398 

Haiti _ 18 18 - 38 38 - 60 60 - 90 90 145 10 155 145 39 184 

Honduras 4 11 15 6 44 50 16 50 66 19 78 97 432 128 560 432 158 590 

Jamaica 50 26 76 50 116 166 126 130 256 126 382 508 145 1 258 1 403 145 2 233 2 378 

Mexico 1 850 1 700 3 550 1 950 2 474 4 424 4 965 3 624 8 589 5 149 5 579 10 728 17 087 27 545 44 632 17 193 31 545 46 738 

Nicaragua 3 21 24 35 45 80 1 101 102 45 131 176 378 538 916 428 613 1 041 

Panama 5 88 93 5 99 104 i e 185 203 18 216 234 138 1 176 1 314 138 1 241 1 379 

Paraguay - 30 30 - 40 40 - 65 65 - 96 96 532 10 542 532 73 605 

Peru 405 35 440 710 110 620 1 060 118 1 178 1 794 854 2 648 4 550 470 5 020 5 860 2 200 8 060 

Dominican Republic - 64 64 - 79 79 - 245 245 - 349 349 210 1 550 1 760 210 1 550 1 760 

Suriname - 8 8 - 35 35 - 39 39 - 79 79 - 58 58 1 176 159 1 335 

Trinidad and Tobago - 48 48 - 168 168 - 261 261 - 470 470 - 1 287 1 287 1 367 1 367 

Uruguay 527 89 616 527 89 616 676 56e 1 244 676 568 1 244 1 217 1 266 2 483 1 217 1 266 2 483 
Venezuela 174 319 553 174 479 1 153 95 2 796 2 891 95 4 475 4 570 9 917 8 291 18 208 9 917 11 033 20 950 

Total 12 141 9 017 21 158 13 991 13 570 27 561 28 273 22 333 50 606 33 919 33 757 67 676 41 705 79 559 221 264 147 741 102 103 249 844 

05 Sources: CEPAL, on the basis of o f f i c i a l data. The f igures fo r Bahamas, Barbados, Cuba, Grcnr.da. Guyana * Jamaica, Suriname and Trinidad and Tobago were tsken from United Nations» World Energy Supplies, 
1950-1974 r.nd 1972-1976* 
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As a result, while in 1950 electric energy consumption represented 25% 
of total consumption of commercial energy, for the region as a whole the 
figure rose to 31% in 1975. 

In this last year, the consumption of electric energy was distributed 
basically between the industrial and mining sectors which together absorbed 
half the energy invoiced, and the residential and commercial sectors as 
a whole with one-third. 

In the rural area, electricity consumption has developed on a 
considerably lesser scale than in the urban area. Up to 1960 scarcely 
any countries had plans for rural electrification. The shortage of capital 
both public and private, and the high cost of carrying electricity to 
the countryside have been the determining factors of this situation. 

The quality of the electricity services has improved considerably 
since the 1950s. This is currently reflected in the absence of service 
cuts and rationing which were so common in those years. Moreover, public 
services have come to have a considerable territorial coverage in many 
countries. As these two characteristics have developed they have led to 
a progressive decrease in the number of self-supplying units, which 
generally produce at a high cost and are almost exclusively based on 
generation of thermal origin. 

The largest capacity for electric energy generation in Latin 
America is found in Brazil, Mexico, Argentina, Venezuela and Colombia. 
In 1976, 79% of the region's electricity potential was concentrated in 
these five countries, which produced a proportion of a little over 82% 
of the total electric energy generated. 

In 1974 the participation of hydroelectric generation started to 
exceed that of thermoelectric generation within the region's total 
generation capacity. 

The easier access to financing from international credit institutions 
the technological progress made in the transmission of energy over great 
distances, the growth of the consumer markets and the increased technical 
and economic capacity of many countries to initiate large-scale projects 
account for the greater development of hydroelectricity as from the 1960s. 

/The recent 
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The recent rise in the price of energy has intensified the process 
of electrification in the region and has also greatly changed the 
structure of installed capacity for the rest of the century. In accordance 
with the programmes known to the public it may be expected that 
hydroelectricity will continue to increase its participation, the 
construction of thermonuclear stations will develop on a large scale, 
and the installed capacity of thermoelectric plants based on hydrocarbons 
will decline substantially. 

/Chapter II 
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Chapter II •., 

INCOME DISTRIBUTION AND POVERTY. SITUATIONS 

1. Income distribution in the Latin American countries 

Income distribution at the national level; a comparative analysis 
The countries of the' region display significant differences in household 

income distribution, despite their similar characteristics as regards 
fundamental aspects of the prevailing styles of development. The main 
features of these differences can be seen from the summary descriptions of 
the distribution in ten countries shown in table 4-1, which are based on 
estimates prepared from the latest available information, corresponding to 
the beginning of the present decade. 

The situations vary from those prevailing in countries where there is 
a relatively smaller degree of inequality, shown by Gini coefficients of 
0.5 or a little less, to countries with high concentration of income, as 
shown by coefficients of around 0.65. 

Within all this variety, there are situations which are more or less 
typical. Brazil constitutes a special example of high concentration, with 
almost 59% of household income received by the highest decile, whereas only 
5.6% is shared out among the 40% made up of the poorest households. 

The overall inequality is summed up by a concentration coefficient of 
0.66, and the large distances separating different segments of the population 
are clearly shown by the fact that the average income of the highers decile 
is 43 times that of the average income of the poorest 40%. 

Honduras may be considered as representative of another group of 
countries with similar structural characteristics. In this case, the top 
decile receives 52% of household income, while the bottom 40% receives 
only 6.6%. This inequality is reflected in a concentration coefficient 
of 0.63 and an economic distance between peak and base of 32 times the 
average income of the latter. 

/Table 41 
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Table 41 
LATIN AÎ-ERICAs NATIONAL DISTRIBUTION OF TOTAL HOUSEHOLD INCOME, BY INCOiE ffiOUPS 

Country Year 

Per 
capita 
GDP 

(dollars at 
1970 

prices) 

Household percentile groups 
(percentage shares in total income) 

Coefficients of 
concentration 

Country Year 

Per 
capita 
GDP 

(dollars at 
1970 

prices) 
0-20 21-40 41-60 6 1 - 8 0 8 1 - 9 0 9 I - I 0 0 Gini Theil 

Argentina 1970 1 208 4.4 9.7 14.1 2 1 . 5 1 5 . 1 35.2 0.1l4 0,15 

Brazil 1#2 53? 1 . 6 4.0 7.1 14.2 14,4 58.7 0 . 6 6 0 . 3 8 

Colombia 1972 575 2 . 0 ^ 5 9*5 17.9 16.0 50.1 0.61 0 , 3 0 

Costa Rica 1971 684 3.3 8.7 13.3 1 9 . 9 1 5 . 3 39.5 0.49 0 . 1 9 

Chile 1568 8 2 3 3.7 8 . 3 13.1 20.4 16.2 38.3 . 0.48 0 . 1 8 

Honduras .. 275 2.0 4.6 7*5 . 16,2 1 7 . 5 52.2 0 . 6 3 0 . 3 2 

Mexioo m 8 0 0 2 . 6 5.8 9.2 16.9 16.2 0.59 0 . 2 8 

Panama 1970 868 1.7 . 5.3 11.2 20.4 1 7 . 8 ^3*5 0.57 0 . 2 5 

Peru 1972 555 1.5 4.2 9.6 2 o . e 18.5 ' 46,2 8 , 6 0 0 . 2 9 

Venezuela 1971 1 1 6 3 2 . 8 7.0 1 2 . 6 2 2 . 7 18.6 36.3 0 . 5 0 0 . 1 9 

Souroei Preliminary estimates of the CEPAi/World Bank Project on Measurement and Analysis of Income Distribution in Latin America. 
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Colombia and Mexico represent another class of distributive 
structure. The overall inequality is reflected in concentration coefficients 
of the order of 0.60 in both countries, with the richest 10% receiving 
half the total household income. The differences between these two 
countries" are to be seen at the base of the pyramid, since the share of 
the 4 poorest deciles is 6.5% in Colombia and 8.4% in Mexico. This is 
reflected in an economic distance from peak to base of 31 times the lowest 
income in Colombia and 24 times in Mexico. 

The overall income distribution in Peru has some features similar to 
those of the preceding group: a general concentration index of 0.6 and an 
economic distance from peak to base of 32 times the average income of the 
latter. The share of the peak is smaller than in the preceding countries, 
amounting to a little over 46% of total income, but the share of the base 
is also smaller: 5.7%. • 

Panama also probably represents a special case: income concentration 
is rather less than in the countries referred to above, and the share of 
the top decile is similarly smaller: 43.5% of total income. 

Income concentration is more moderate in Argentina, Chile, Costa 
Rica and Venezuela. In these countries the concentration coefficients are 
somewhat below 0.50, while the economic distance between the peak and the 
base is between 13 and 15 times the average income of the latter. The 
share of the top decile in total income varies from a little over 36% in 
Venezuela to a little over 39% in Costa Rica, while the poorest 40% 
receives between 9.8% (Venezuela) and 12% (Chile and Costa Rica) of total 
income. 

The estimates of table 41, which show the total household income 
distribution by groups, are the most suitable for the analysis of social 
well-being. In contrast, the distribution of income between individual 
recipients gives a better reflection of the inequality of income distribution 
as generated in the productive process. These inequalities may differ 
from those between households, inasmuch as there may be differences as 
regards rates of participation and income level within each household. 
In Latin American countries, however, the combined action of these two 
factors does not cause the degree of concentration of individual income 

/and the 
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and the inequalities of income distribution for individual recipients to 
differ much from those for households. In most of the countries the top 
decile of individual recipients tends to have a slightly higher share than the 
top decile of households, while the share of intermediate groups of 
recipients is somewhat smaller. 

Another point which should be taken into consideration in this 
comparative analysis is the fact that a significant part of the income 
generated in productive units is not received by households, since a proportion 
of the gross operating surplus (value added at factor cost, less remuneration 
for work) corresponds to provision for depreciation of fixed assets. This 
proportion, which is in most cases between 10 and 15% of the gross surplus,26/ 
amounts to .17% in the case of Chile and 20% in that of Panama and Venezuela. 
Moreover, private and public corporations capitalize a substantial part 
of the operating.surplus generated by them, and this'consequently does not 
pass to the households. This institutional saving usually represents 
between 10 and 17% of the gross operating surplus generated in the economy 
as a whole,27/ rising to considerably higher figures in Chile, Panama and 
Venezuela. The joint result.of both types of appropriation is that 
households receive only between 60 and 80% and in some cases less than 
half - of the gross operating surplus.. 

The saving of national private corporations and also, to some extent, 
the depreciation funds of personal enterprises, may affect the distribution 
of social well-being, as they, constitute additions to the entitlements of 
some recipients to share in the national wealth. Although they are not 
income which is actually received, they increase the potential future 
income and represent resources which are possibly available at a later 
data to their owners. The same type of effect may be attributed to the 
increase in the real value of non-renewable assets. If the income thus 
earned is taken into consideration, the inequalities in distribution are 
greater than those noted. 

26/ This represents between 5 and 8% of the gross domestic product 
at factor cost. 

27/ This represents between 6 and 10% of the gross domestic product 
at factor cost. 

/The different 
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The different relative importance assumed in each of the countries 
by the institutional savings of public and private enterprises, together 
with the concentration of production in big corporations and in the public 
sector, can undoubtedly affect the comparison of family income distribution 
between countries. Thus, for example, the hypothesis may be put forward 
that the smaller relative' concentration of family income noted in the case 
of Chile and Venezuela is partially explained by the greater importance 
of these factors in those countries. 

Finally, a warning must be made regarding the stability of the income 
distribution figures given in tablé 41. Short-term fluctuations in 
economic activity and changes in the direction of economic policy often 
considerably affect the degree of concentration of current income 
distribution. Acute recessions, and the application of certain policies 
which often accompany them, can give rise to transfers of income between 
the peak and the rest of the pyramid which may amount to over 3% of total 
household income. However, the years for which the basic information 
used for the estimates given in table 41 was taken were relatively normal 
as regards these aspects in the countries in question, and it may 
therefore be considered that these estimates approximately reflect the 
normal distributive structure at the bèginning of thé decade. 

The inequalities in household income distribution at the national 
level include the differences of level and inequality between rural and 
urban areas, which vary in each country. The differences of level are 
of particular influence, but the different degrees of concentration of 
income in rural and urban areas have a much smaller effect on the relative 
national income distributions. 

In most of the countries of the region, the concentration of rural 
income in the period covered by this research was somewhat smaller than 
that recorded in urban areas. Although the unequal distribution of wealth 
and technological change in the agricultural sector have a décisive 
influence in the direction of income concentration, the distribution of 
other factors which weigh heavily in urban inequalities, such as 
segmentation of labour markets, education, family composition, etc., is 

/probably less 
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probably less uneven.28/ The importance of consumption of the family's 
own products also represent a relatively equalizing factor at the base of 
the agricultural pyramids9 and is undoubtedly reflected in the overall 
concentration indexes. 

The combination of urban and rural income distribution figures 
results in almost all cases in a greater inequality at the national level 
than that existing within each component, because of the big inequalities 
in average income between urban and rural areas, 
(b) Urban income distribution 

The inequalities in urban income distribution in the countries shows 
in table 42 reveal a picture which is not very different from that of the 
degrees of concentration observed in national income distribution. As 
already noted, in almost all cases the urban concentration is rather less 
than the concentration at the national level. The differences between 
countries as regards the degree of concentration of urban income can be 
reduced to a few typical structures. 

At the urban level, too, Brazil constitutes a special case, since it 
once again shows a higher level of concentration (a Gini coefficient of 
0.63) than the other countries considered, as well as the biggest economic 
distance between the peak and the base: 35 times the average income of 
the latter. The top décile receives 55% of urban income, and the poorest 
40% only 6.3%. 

The urban inequalities of Colombia, Honduras, Mexico and Venezuela 
show broadly similar overall characteristics: the concentration coefficients 
are between 0.52 and 0.57, while the share of the peak in total income is 
between 42 and a little over 45% and that of the bottom four deciles is 
between 8 and 10.6%. There are, however, differences in the inequalities 
between these extreme groups, which are separated by about 20 times the 
average income of the poorest section in Colombia and Mexico and 16 times 
this income in Honduras and Venezuela. 

28/ The explanation of the inequalities in rural distribution as a function 
of the generation of agricultural income is made more difficult, 
amont other things, by the fact that some of the recipients of high 
agricultural incomes live in urban areas, 

/Table 42 
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Table 42 

LATIN AMERICA; DISTRIBUTION OP TOTAL URBAN HOUSEHOLD INCOME, 
BY ÉICCKË GROUPS • 

Country Year 

Non-agri-
cultural 
gross 

domestic 
product 

(dollars at 
1970 
prices) 

0-20 

Household percentile groups 
(percentage shares of total income) 

21-40 41-60 61-80 81-90 91-100 

Coefficients 
of 

concentration 

Gini Theil 

Argentina 1970 1 254 4.3 9.3 14.2 • 21i3 15.1 35.S • 0.45 0.15 

Brazil 1972 873 1.7 • 4.6 6.3 15.9 14.7 54.8 0.63 0.34 

Colombia 1975 721 • 2.1 6.0 10.2 18.7 17.8 45.2 0.57 0.26 

Costa Rica 1971 880 4.1 8.6 13.0 20.6 16.1 37.6 0.47 0.17 

Chile 1968 1 000 4.3 8.9 13.7 20.4 16.3 36.4 0.46 0.16 

Honduras 1967 496 3.3 7.2 12.2 19.5 16.2 . 41.6 0.52 0.21 

Mexico 1967 1 340 3.1 6.2 10.3 19.2 15*8 45.4 . 0.55 0.24 

Panama 1970 ' 1 179 3.5 7.0 13.0 21.Ó 25.0 30.5 O.49 ' 0.18 

Peru 1972 • 823 3.4 8.2 - 13.1 • 20.8 r 15.7 ' 38.8 0.49 0.18 

Uruguay 1967 926 4.0 9.3 14.Ó 21.4 15.6 35.7 0.45 0.15 

Venezuela 1 9 7 0 1 439 3.1 ' 7.5 12.0 19.5 15.6 42.3 0.52 ' 0.21 

Source: Preliminary estimates of the CEPAL/World Bank Project on Measurement and Analysis of Income Distribution 
in Latin America. 

I 
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The distribution of urban income in Peru, with a concentration 
coefficient of 0.49, was closer to that of countries with a relatively 
more moderate concentration. Costa Rica, Chile, Argentina and Uruguay 
- in that order - show degrees of concentration reflected by coefficients 
of between 0.47 and 0.40. The share of the top decile in total income 
is between 36 and 38%, while that of the poorest 40% is around 13%. The 
distance between peak and base is also more moderate, being 11 or 12 times 
the average income of the latter. 

The differences shown by the relative shares of family income 
received by the various groups in the pyramid in each country do not enable 
the full implications of the situation to be appreciated as regards the 
distribution and the levels of well-being of each social group. The 
average annual income per household in the top decile of the urban 
population shows fewer differences from one country to another than the 
average income of other population groups: in 1970, in most of the 
countries it was between 12,500 and 17,000 dollars of that year,29/ this 
figure being surpassed only by Mexico and Venezuela, In contrast, the 
intermediate 50% received 2,000 dollars per household per year in Brazil 
and 5,000 dollars per year in Argentina and Venezuela, and these 
differences are even more striking in the poorer groups: whereas the 
poorest 40% in Argentina and Uruguay in 1970 received around 1,600 dollars 
per household per year, the same urban group in Peru received 1,000 dollars, 
in Colombia 600, and in Brazil only a little more than 400 dollars per 
year, 

2. The basic economic factors conditioning income 
distribution 

Chapter III of Part One of this document examines the various factors 
of an economic and social nature which influence income distribution and 
its links with the nature of the Latin American development process. At 
the genral macro-economic level, the already noted differences between 

29/ Calculated at parity exchange rates in order to avoid the effect of 
possible distortions between the actual exchange rate and the domestic 
purchasing power of each currency. 

/countries in 
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countries in the degree of concentration and form of distribution of 
income are associated with the degree of development of the productive 
structure, the forms of penetration of modern technology, the levels of 
training and skill of the various segments of the economically active 
population, the endowment, utilization and distribution of natural 
resources, the degree of capitalization of the economy, the distribution 
of property and, finally, the positions and relationships of property 
and labour in the institutional system. A rather general comparative 
analysis is attempted below of the relations between the income inequalities 
observed in each country and some of the basic characteristics of its 
economic structure. 
(a) Level of development and income inequality 

There is a direct association between some of the factors 
conditioning income inequality and the level of development reached by 
each economy. In the first phases of the process of economic development, 
income inequality tends to be heightened by the effect of the transfer of 
the labour force from the broad traditional sectors to new modern 
activities with higher productivity and higher income. The process of 
capitalization is also concentrated in these activities, which generate 
a considerable part of the economic surplus, and in the hands of those 
who possess the necessary natural resources and technical knowledge arid 
skill. The limited but active demand for skilled labour, technicians 
and office workers gives rise to a growing differentiation of the 
population according to its level of skill and consequently according 
also to its level of remunerations. 

The past experience of the present industrialized societies has 
given rise to the hypothesis that in later phases of the process of 
capitalist economic development, income inequality tends to settle down 
and, eventually, to decline. The argument behind this hypothesis emphasizes 
the' spread of technical progress through the incorporation of increasingly 
large segments of the labour force in activities which use more modern 
techniques with higher productivity, with the consequent spread of 
education and training of the economically active population. From a 
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broader viewpoint, the same hypothesis can be backed up by reference to 
the development of the social forces and mechanisms designed to correct 
the inequalities in the welfare state. 

The developing countries, however, have not had the same past 
evolution as the developed countries. Among other aspects, neither their 
growth rates, nor the availability and manner of incorporation of new 
techniques, nor the international framework within which they have 
developed in recent years have been the same as those for the industrialized 
countries. 

In practice, it seems clear that the present differences between 
the Latin American countries as regards degree of inequality of income 
distribution are only partly associated with the levels of per capita 
product attained in each case. 

Income concentration in countries like Argentina and Venezuela, 
whose per capita product at the beginning of the decade was around 
1,200 dollars at 1970 prices, is less than that of countries with a per 
capita product between 500 and 800 dollars, while countries like Honduras, 
with a per capita product of less than 300 dollars, display even greater 
income concentration than the intermediate-level countries (see figure 5). 

It is not possible to speak of a close correlation between these 
variables, however, at least for this group of countries, and it should 
be noted that other socio-economic characteristics of each country 
undoubtedly have an influence on the concentration and distribution of 
income. 
(b) Inequalities at the national level and the relative backwardness of 

agriculture 
In the earlier stages of the process of economic development, when 

the active population connected with agriculture represents a very high 
proportion of the total, the dynamism of employment in the urban sectors 
and the transfer of the labour force from agriculture to these urban 
sectors with higher average incomes result in an increase in the inequality 
of overall income distribution. In the present phase through which most 

/Figure 5 



Figure 5 

RELATIONSHIP BETWEEN CONCENTRATION OF NATIONAL HOUSEHOLD INCOME DISTRIBUTION A ® LEVEL OF DEVELOPMENT 
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of the countries of the region are passing, however, with a smaller 
proportion of the active population engaged in agricultural activities, 
the transfer tends to reduce the indexes of inequality. This is to be 
noted in the countries of the Southern Cone of South America and in 
Venezuela, where the proportion of the labour force employed in the 
agricultural sector is only between 16 and 24%, compared with most of the 
other countries of the region, where the proportion is still over 40% and 
in some cases over 50%. 

A factor of more decisive importance as regards income inequality, 
however, is the relative productivity achieved by the agricultural sector 
in each country as the result of thé modernization of the sector, compared 
with the expansion of the modern activities in the rest of the economy. 
The relative sectoral prices are also of particular influence in this 
connexion. The smaller the average income of the agricultural population 
in comparison with that of the sector of the population engaged in other 
activities, the greater is the inequality in the overall income 
distribution at the national level. 

This factor is undoubtedly present in the differences which are to 
be observed between the Latin American countries in national income 
concentration. While in Argentina the average income of the agricultural 
labour force is only 20% below the average for non-agricultural activities, 
and in Colombia and Costa Rica it is around half of that average, in most 
of the countries of the region agricultural wages are only between a 
quater and a third of those in other sectors, and in Brazil and Mexico 
they are not even a fifth of the per capita product in the urban sectors.30/ 

These indexes of the ratio of the per capita agricultural product 
to that attained in non-agricultural activity reflect to a considerable 
extent the stage reached by the modernization of agriculture i^ each 
country. Whereas in Argentina probably less than one-sixth of the 
agricultural population is working in very traditional technological 
conditions which include to some extent subsistence activities, in other 

30/ These proportions refer to the average monetary product per economically 
active person at 1970 prices, and therefore incorporate the price 
relations prevailing in that year. 
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countries of the region traditional peasant agriculture may cover as much 
as two-thirds of the agricultural labour force, and in some of the Central 
American countries this proportion may be as high as four-fifths. 

Rural-urban migrations do not necessarily represent, however, a 
transfer of the labour force to activities of higher productivity and 
income, since a considerable part of the migrants simply go to swell the 
urban mass of unemployed or under-employed, or else are employed in 
activities which generate average incomes only slightly higher than those 
of the traditional agricultural sector. 

Technological heterogeneity in urban activities , 
Latin American economic development is characterized by the coexistence 

in urban activities of. technological strata with marked differences of 
productivity. On the one hand, the,incorporation of modern technology 
has been concentrated in the most dynamic or oligopolistic industries, 
while on the other there has been a considerable lag in the older industry 
and in small and medium-scale industry. The. result of this has been that 
the industries which can be considered modern - with levels of per capita 
products comparable to, although generally rather lower than,, those of 
the same activities in the industrialized countries - employ between „ 
15 and .30% of the population working in the industrial sector, but 
generate two-thirds of the industrial product, the rest of manufacturing 
employment being spread over .activities which are of varying productivity 
but, as a whole, have average levels of productivity between one-fifth and 
one-sixth those of the modern industries and also lower than the average 
for the economy ,as a whole. Another significant part of the industrial 
labour force is employed in manufacturing activities using very elementary 
technology, with levels of productivity comparable to those of traditional 
agriculture. The proportion of the labour force .employed in these 
activities may be as little as 3%, as in the case of Argentina, or as high 
as 30% in the less industrialized countries, the average for Latin America 
as a whole being around 18%. 

In the services sector, too, activities have been developed which . 
use technology similar to that employed in the industrialized countries: 
modern public transport systems, energy supply, communications, financial. 
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servicess and in general all the services required by modern enterprises 
and the middle and upper strata. These services» with levels of average 
income close to those of the modern part of the industrial sector» employ 
anything between 30% and 10% of the total labour force, depending on the 
country. At the other extreme, around one-tenth of the economically 
active population is employed in the most informal types of services, 
with income levels similar to those of subsistence agriculture. There are 
considerable differences, however, in respect of the extent and variety 
of services with intermediate income levels» which include a considerable 
pari: of commerce and transport as well as the public service: this part 
of the services sector employs 40% of the active population in Argentina, 
around a quarter in countries like Brazil and Mexico, and a smaller 
proportion in other countries. 

The differences in the degree of concentration of urban income 
observed between the countries of the region are closely linked with the 
specific profile of technological heterogeneity of the non-agricultural 
activities of each country, while their relationship with the average 
level of income of these activities, taken as a whole, is less marked. 

The differences between the levels of total per capita product shown 
in table 41 are decisively influenced by the size of the agricultural 
population and its average income in each country. The average levels 
of the per capita product of non-agricultural activities, in contrast, 
shows a completely different picture (see table 42). 

These average levels of the non-agricultural per capita product 
conceal the considerable differences which exist between the countries 
as regards the degree of modern/traditional polarization and the size 
of the intermediate technological strata. Figure 6 does not show any 
clear relationship between the magnitude of urban inequalities and the 
level of development of non-agricultural activities. The inequalities 
in urban income distribution appear to be connected with technological 
differentiation and other aspects of the socio-economic employment 
structure rather than with the average levels of the total per capita 
non-agricultural product. Countries such as Argentina and Mexico, which 
have achieved comparable levels of per capita non-agricultural product, 
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Figura 6 
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but with completely different patterns of dissemination of technical 
progress, also show markedly different degrees of concentration of urban 
income. Similarly, although Brazil's per capita product for non-
agricultural activities as a whole at the beginning of the decade was of 
a similar level to that of Costa Rica, there was a substantial difference 
between the two countries as regards inequality in distribution of urban 
income, 
(d) The supply of unskilled labour 

There is a certain statistical relationship between the degree of 
concentration of urban income and the relative backwardness of the 
agricultural sector in comparison with the development of urban activities 
(see figure 7), This fact could be largely explained by the different 
conditions in which the supply of unskilled labour develops in urban 
activity when its opportunity cost in the agricultural sector is very low 
and there is a large potential surplus of labour in this sector. 

Low relative productivity of the agricultural sector may be 
considered as being indicative both of a large surplus of agricultural 
labour and of a low opportunity cost of unskilled labour, which migrates 
to urban activities. Moreover, the bulk of economic growth has tended 
to be concentrated in modern and intermediate activities, which demand 
labour with certain qualifications. This means that the conditions are 
such as to cause urban under-employment to persist and even increase. 
The supply of unskilled labour turns to low-productivity activities 
whose levels of remuneration have as their lower limit only the low 
average agricultural income, since this supply of labour has no immediate 
effective access to the labour market of the urban activities of greater 
productivity. Such access is blocked by selective barriers hindering 
entry to these markets, and unskilled workers must also spend time seeking 
work and receiving training, both of which are discouraged by the 
excessive supply of labour. 

According to this hypothesis, the countries with the biggest relative 
backwardness of their agricultural sector, and with the biggest proportion 
of their labour force still employed or connected with that sector, have 
structural conditions which encourage the expansion of informal, 
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Figuro 7 
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low-productivity urban activities and the persistence of under-employment 
and low levels of remuneration of unskilled labour. This results in a 
further broadening of the base of the urban income pyramid and.in greater 
concentration of urban income distribution • 

To the extent that this hypothesis is observed, in the various 
countries of the region, the national inequalities in income distribution 
would appear to be doubly conditioned by the relative backwardness of the 
agricultural sector: directly, through the influence of the rural 
component on overall income distribution, and indirectly, through its 
effect on inequalities in urban income distribution, 
(e) Human capital and the segmentation of the labour market 

The personal characteristics - such as education, training, age and 
employment category - of income recipients are closely linked with each 
other and with levels of remuneration. Each group of characteristics, 
however, has its role in accounting for inequalities of remuneration. 
The personal characteristics mentioned represent the accumulation of 
human capital applied to the productive process, and the differences in 
the distribution of such capital among individual persons may give rise 
to differences in the distribution of remuneration. The occupational 
characteristics - employment, employment category and sector of activity -
make up the structure of the labour market and define the more or less 
varied corresponding conditions of supply and demand and remuneration. 
There is very little information on the accumulation of assets possessed 
by each recipient. Their influence on remuneration is reflected indirectly 
and partially, however, through age and employment category, depending on 
whether the person concerned is an employee, an entrepreneur or an own-
account worker. 

Analysis of the remuneration profiles of the main countries of the 
region reveals that the personal characteristics, help to a similar extent 
as occupational characteristics in the explanation of inequalities in 
remuneration, independently of the level of such inequalities and the level 
of development reached by each country. A considerable part of the 
differences shown by remunerations are associated with différences in 
education and employment. Around one-third of the inequalities, however, 

/can be 



- 142 -

can be explained independently by the differences in personal 
characteristics between recipients whose employment situation is similar» 
while another third of the inequalities can be attributed to differences 
of occupational characteristics between recipients with similar levels 
of endowment of human capital.31/ 

The fact that there are considerable differences from one activity 
to another, as regards the average remuneration received by groups of 
workers who may be considered homogenous as far as their human capital is 
concerned, shows that there are considerably segmented labour markets in 
all the countries of the region. This segmentation is to a considerable 
extent the consequence of the disparities of technological level and 
productivity in the productive system. Both these constitnte a single 
structural feature of the Latin American economies, which has a decisive 
effect on income distribution, 
(f) The dissemination of education 

Research shows that to a large extent the differences observed 
between Latin American countries as regards degree of concentration of 
income are associated with the level and dissemination of education among 
the population. Quite apart from the independent effect which education 
can have on remuneration, it should be borne in mind that education is 
closely associated with employment and, to some extent, with property, 
in giving rise to the structural disparities of income distribution. 
Furthermore low or limited dissemination of education promotes structural 
conditions which gives rise to a labour market where the unskilled labour 
segment faces serious difficulties in gaining access to more skilled 
segments, thus exerting a powerful influence on under-employment. 

Table 43 includes two indexes which reflect the average level of 
education and the dissemination of education among.the economically active 
population, namely: average years of schooling per person and the percentage 

31/ 0. Altimir and S. Pifiera, Análisis de descomposición de las desi-
gualdades de los ingresos primarios en países de America Latina, 
study carried óut as part of the research project on the measurement 
and analysis of income distribution in Latin America sponsored by 
CEPAL and IBRD, preliminary version, 1977. 
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Table 43 

LATI« AMERICAs EDUCATIOHAL INDICATORS OF THE LABOUR FORCE, ABOUT 1970 

Country 

Average level' 
of eduoatlon 

of the 
economically 

active 
population 

(vears of sehooling) 

Proportion 
of the 

economically 
aotive 

population 
without schooling 

(nercentages) 

Argentina ,7.2 4.0 

Brazil 3.1 36.0 

Colombia 3.9 21.6 

Costa Rica 4.8 • 10.8 

Chile 5.8 8.2 

Honduras 2.5 . 42.5 

Mexico . 3.5 27.1 

Panama 5.2 1 7 . 1 

Peru 4.5 1 9 . 3 

Uruguay 5.7 ' 4.9 

Venezuela 3.6 

Souroe: Data taken from the CEPAV®'ICEF Project on. social stratifioation and mobili-ty in Latin 
America, 1975* 
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of the economically active population without schooling. In general, 
these indexes show a marked correlation in that the countries which show 
the highest average levels of education also show the lowest percentages 
of population without schooling. If we compare these educational indicators 
with the indexes of income distribution (see table 41), this confirms the 
relationship between high levels of income inequalities and low levels of 
dissemination of education* Thus, around 1970 Argentina, whose active 
population had an average of 7 years* schooling and included only 4% of 
persons who had received no schooling, showed a smaller inequality than 
Chile, where the corresponding figures were almost 6 years of schooling 
on average and where 8% of the active population had received no schooling* 
Colombia and Mexico, where income concentration was greater, had an active 
population with an average of 3 years' schooling, a quarter or one-fifth 
of which had not received any schooling at all. Among the countries with 
the highest income concentration, Brazil had an economically active 
population with an average of a little over 2 years' schooling, and 
36% of the active population had not received any schooling at all, while 
in Honduras the average schooling was no.more than one year, and 43% of 
the active population had not received any schooling, 
(g) Institutional factors in the functioning of the economy 

The disparities in the degree of income inequality observed between 
the countries of Latin America also reflect the differences between the 
institutional frameworks in which the respective economies function. 

In addition to the reversible short-term changes, there are 
differences in the intersectoral prices relations, the systems of official 
subsidies and incentives, and the restrictions on the functioning of the 
labour market, all of which considerably influence the income distribution 
structure. 

The relative levels of productivity analysed earlier reflect not only 
differences of technology, but also differences in efficiency of resource 
use and differences in relative sectoral prices. Consequently, the 
particular conditions of each country as regards the aspects of political 
or economic character which can influence the prices of goods and services 
in the various economic activities, together with more specific aspects 
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determining prices through the actions of the market and decisions of 
public and private enterprises, will affect the income distribution 
indexes in each country to a correspondingly greater or lesser degree. 

The policies applied in each country regarding interest rates and 
urban and rural rents usually have particular influence. Moreover, there 
are differences between the countries as regards institutionalized systems 
of fixing wages, the legislation on minimum wages and its fulfilment, and 
the degree to which trade union power is exercised. All these have an 
important influence on the distribution of the income generated in the 
productive process and consequently on inequalities in income distribution. 

These differences undoubtedly play an important role in explaining 
disparities between countries in income concentration other than those 
originating from the basic features of the economic structure. 

3. The evolution of income disparities 

There is very little comparable information available to allow the 
evolution of income distribution in the countries of Latin America to be 
measured with any accuracy. Only in the case of a few countries are there 
data which give an approximate idea. 

Apart from conjunctival fluctuations, it may be said that the level 
of the general concentration of earnings in the largest countries of the 
region has not decreased, and in some cases it certainly worsened during 
the 1960s. The slowing down of Latin American growth in recent years and 
the changes of orientation in the economic policy have also definitely 
been causes of a further aggravation of income disparities in a large 
number of countries. 

There is a generalized consensus that in Brazil income disparities 
increased significantly in the 1960s. The top decile of households 
certainly increased its share in total earnings by more than 8% between 
1960 and 1972, while the share of the 40% at the bottom of the scale 
dropped by more than 2.5%, and the intermediate strata experienced a 
relative drop of more than 6% in total earnings. In terms of absolute 
levels of real income, the earnings of the top decile increased 2.7 times, 
those of the intermediate strata did not quite double, and those of the 
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bottom 40% only increased by slightly over 30%; while .the real value of 
the aggregate available income of the households increased 2.2 times over 
the same period 1960-1972. Consequently,.two-thirds of the increase in 
real earnings were absorbed by the top of the pyramid, and slightly over 
30% by the intermediate.strata, while.the base had a share of only 
something less than 3% in the total increase. 

In the other major countries of the region for which sufficient data 
exist, income disparities do not seem to have changed substantially during 
this period, except for the conjunctural fluctuations which may have been 
recorded. 

In Mexico, during the 1950s a moderate increase in the share of the 
intermediate strata was observed, and a slight increase in the share of 
the top decile, both with detriment to the bottom strata. During the 
1960s, the shares of the different groups were maintained with slight 
modifications with advantage both to the base and the apex of the pyramid. 

In Argentina, the income distribution which had existed at the 
beginning of the 1950s deteriorated somewhat around 1961, with an increase 
of 2% in the earnings of households in the top decile, to the detriment 
of the other groups. In the 1960s, however, this evolution was apparently 
inverteds with a moderate decline in the share of the apex of the 
pyramid in the distribution and some relative loss' in that of the base, 
both benefiting the intermediate strata. The successive changes of 
orientation in the general' policy and particularly in economic policy 
during the 1970s, and the marked conjunctural fluctuations which took 
place at the same time, resulted in considerable changes and transfers 
in income distribution. To judge by various important statistics, it 
seems evident that the present concentration of income is definitely 
greater than that existing at the beginning of the decade. 

Income distribution in Colombia during the 1960s and the beginning 
of the 1970s, appears to have retained its general characteristics with 
regard to the degree of concentration. • ' 

An analysis of the case of Brazil is of special interest, both 
because of the magnitude of the change which took place in income 
distribution and because of the action of factors which may be present 
in other Latin American economies. 

/The deterioration 
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The. detf rioration of income distribution in Brazil has been widely 
discussed, ar 1 the influence of. different groups of factors variously 
stressed. A." though it is difficult to describe the relative contribution 
of each, pai ticularly in view of the actual interrelations between them, 
a summary c c the most plausible hypotheses may be attempted. 

In v .ew of the level of development of the structure of production 
already achieved by the Brazilian economy, the transfer of manpower from 
agriculti ral to urban activities has had some influence in reducing 
disparities, although this influence has been of little importance in 
terms c: the magnitude of the net increase recorded in total inequality. 

'.lie shifts of urban labour towards more productive activities have, 
however, contributed to increasing the disparity, as has also been the 
case of the changes which have taken place in the structure of the labour 
force according to levels of education. This contribution is, however, 
of .¡econdary importance vis-a-vis the increasing disparities in average 
incomes to the advantage of the higher levels of education and the 
activities most benefiting from the' structure of overall demand, and 
vis-a-vis the increases recorded in income disparities within production 
activities and within each educational stratum in the active population. 

It has been endeavoured to explain this increased differentiation in 
incomes as a result of an increase 'in the demand for skilled labour which 
is more rapid than the growth of its supply. The interplay of supply and 
demand in the labour markets is not sufficient, however, to explain the 
increased disparities in wages and salaries, since this would require 
growth rates of the demand for labour with higher and average skills 
which do not seem to be in keeping even with the considerable increase 
in the per capita product recorded in the period under analysis. 

The relative lack of participation of the lowest and to some extent 
the intermediate strata in the notable growth.of overall income may be 
explained to a considerable extent by the structure of labour supply, 
and also by the policy to restrict increases in money wages which was 
institutionalized in the operational machinery of the labour market. 

In the circumstances, and in the context of a rapid expansion of 
demand, the profit rates were appreciably forced up and a large part 

/absorbed into 



- 148 -

absorbed into the upper strata together with the increased income from 
the ownership of assets. However, they also contributed to a considerable 
. breakaway of the remunerations of the professional and managing classes, 
insofar as this constitutes.an enclave apart from the rest of the labour 
market, in which position in the hierarchy determines individual incomes 
as much as skills do. These factors as a whole would seem to explain the 
notable increases in the share in income of the upper strata. 

*** The magnitude of poverty in Latin America 

The existence of mass poverty in Latin America is not new. It has 
always been a constant and very familiar situation in the region. What 
is new is the observación that the substantial economic growth achieved 
in recent decades has not had proportional repercussions on the earnings 
of the poor, who are very numerous. This economic growth aggravates 
existing contrasts in the living conditions of different groups of the 
population, and has made the existence of present mass poverty more 
visible and at the. same time more reprehensible. 

Latin American experience in this respect has given rise to deep 
scepticism with regard to the traditional belief that economic growth 
alone would bring a solution to the serious and wide-spread problems of 
poverty, unequal distribution of income, unemployment and underemployment, 
which have existed and still exist in the region. Indeed, according to 
the most recent estimates, available, nearly 40% of the population of 
Latin America continued to live in conditions of poverty around 1970. 

In other words, the fruits of economic growth have not been fairly 
distributed among the different population groups. . Furthermore, if 
present conditions are maintained, it may be anticipated with a high 
degree of certainty that the share of the poor groups in the fruits Of 
future growth will remain at completely inadequate levels, 
(a) The incidence of absolute poverty 

As has been said, it is estimated that at the beginning of the 
present decade 40% of Latin American households lived a situation of 
poverty, because they were not able to acquiré the minimum basket goods 
and services for private consumption to meet their basic needs, while 
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nearly half of them lived in conditions of extreme poverty in that their 
income was not even sufficient to acquire only the food which would 
provide them with an adequate minimum diet,. This means that around 1970 
there were about 110 million poor persons, of whom some 54 million could 
be considered extremely poor. 

These estimates have been obtained on the basis of an analysis of 
10 countries representing 34% of the region's population. The cost of 
a nutritionally adequate food basket was calculated in dollars at 1970 
prices for each country. It was estimated that the minimum income to 
meet these food requirements and an adequate minimum of other goods and 
services would, in the urban areas, amount to twice the cost of the food, 
and slightly less in rural areas. 

Table 44 gives the result of this research for each of the countries 
considered, indicating the per capita values of the minimum incomes. The 
national average minimum incomes vary between 150 and 250 dollars at 
1970 prices for the lines of poverty and between 75 and 130 dollars for 
those of extreme poverty. As may be seen, these incomes are significantly 
different from country to country and between urban and rural areas. 
According to this definition, it was estimated that households which in 
1970 had an income below these minimum levels would be in situations of 
poverty, and those whose income was less than the cost of food would go 
to make up situations of extreme poverty. 

In order to interpret correctly the significance of these figures, 
it must be borne in mind that in the urban and rural areas they correspond 
to norms for meeting basic needs, in the framework of the patterns of 
consumption, production of technology and satisfaction of requirements, 
inherent in the development styles prevailing in the societies of Latin 
America. 

Comparing these minimum incomes with those actually received by 
the households determines the incidence of situations of poverty and 
extreme poverty in the total population of the countries. Table 45 gives 
the corresponding estimates expressed in percentages of the households 
below these lines of poverty and extreme poverty. 
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Table 44 

POVERTY AND EXTREME POVERTY LIKES 
• \ 

(Annual budgets per person in dollars at 1970 prices )ft/ 

Poverty line . Extreme poverty line Country Metrop£ 
litan 
area 

Urban 
average , Rural National 

average 

Metropo 
litan 
area 

Urban 
average Rural National 

average 

Argentina 249 .249 : 164 231 124 124 93 117 

Brazil 197 197 130 162 98 98 74 85 

Colombia 176 170 116 147 88 
/ 

85 66 77 

Costa Rica 196 190 128 152 98 95 73 82 

Chile ¿56 249 168 225 128 125 96 116 

Ecuador 220 213 145 173 110 106 83 92 

Honduras 190 183 " 125 142 95 92 71 77 

Mexico 165 179 122 157 93 89 70 82 

Peru 181 176 119 148 91 88 68 78 

Uruguay 234 234 . 153 214 117 117 88 110 

Venezuela 287 277 189 252 144 139 108 130 

Source: Oscar Altimir, La djjaensiSn de la pobreza en América Latina, 1978, p» 72 

aj Using average exchange rates for imports in 1970« 
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Table 45 

ESTIMATES 0? THE INCIDENCE CF ABSOLUTE POVERTY 
IB LATIN AMERICA, ABOUT 1970 

Percentage of households Percentage of households below the 
Country , ___b£lotr the poverty line cxtreae poverty line 

Urban Rural National Urban Rural . National 

Argentin? 5 19 8 1 1 1 

Brazil 35 73 49 , 15 42 25 

Colomb'a 38 54 45 14 23 18 

Costa Rica 15 30 24 5 7 6 

Chile 12 25 17 3 11 6 

Honduras 40 75 65 15 57 45 

Mexico 20 49 34 .6 18 12 

Peru 28 68 50 8 39 25 

Uruguay 10 o«o 4 O«« ' too 

Venezuela 20 36 25 ... 6 19 10 

latin America 26 . 62 40 10 34 19 

Sources Oscar Altimir, loc. cit„, p. 81. 
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The differences in the incidence of poverty between countries are 
considerable. These differences would appear to be associated with the 
structure of income distribution, and with the disparities in the per 
capita product in each of the countries. In countries like Honduras» 
around two-thirds of the population were to be found in a situation of 
poverty. In Brazil, Colombia and Peru, poverty affected approximately 
half the households. In Mexico, it covered more than one-third of the 
population, while in Costa Rica and Venezuela the proportion was one-
quarter. In Chile, the incidence of poverty was somewhat less, covering 
one-sixth of the population, and it was still lower in Uruguay and 
Argentina. 
(b) Degree of poverty 

So as to complete the diagnosis and provide additional elements to 
consider particular significant aspects of the strategies and policies 
aimed at solving situations of poverty, it is useful to examine the 
relative difference between the income of the poor and the minimum income 
which determines lines of poverty, i.e., the additional income required 
if the earnings of this mass of the population is to reach the estimated 
minimum to meet the basic budget for overall consumption. 

For the region as a whole, this deficit in 1977 was 6% of the 
available income of households, or 12% of the average available income of 
the richest decile of the population. These percentages represent the 
relative magnitude of the income which would have to be redistributed for 
the poor to cease to be poor, if the definition adopted were to be applied 
mechanically. 

With regard to national income, for the region as a whole, this 
difference would be around 5%, but it would rise to 22% if it was compared 
with the amount of public expenditure. 

These values added for the region as a whole conceal variations 
between countries which are even greater than those indicated in the 
estimates of the incidence of poverty. In fact, the income deficit 
expressed as a percentage of the available income of persons fluctuated 
between 0.6% and 20%, while when expressed as a percentage of public 
expenditure it fluctuated between 3% and over 100%. For five of the nine 
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countries analysed» this deficit expressed as a percentage of national 
income was less than 3%, and for seven of them it was less than 10%. .. 
This shows clearly that both the feasibility of practical action policy 
in this connexion and the difficulties facing it would vary considerably 
from one country to another. 

The orders of magnitude of the different expressions of the income 
deficit may be taken as an indication of how reasonable the objective of 
stamping out poverty is from the economic point of view, and how many 
political and administrative difficulties lie in the way of achieving it. 
The expression of the degree of poverty in terms of national income or 
the total available income of households shows clearly that, in a continent 
where per capita income in 1970 almost quadrupled the line of poverty, it 
appears to be an economically feasible task to stamp out poverty. However, 
if the magnitude of the income gap of the poor is considered in terms of 
the available income of the apex of the pyramid of distribution, it gives 
a very clear idea of the possibilities of conflict and of the nature of 
the changes'which a redistribution policy would require. The fact; that 
the degree of poverty is expressed in terms of transfers of income should 
not confuse the idea of policies aimed at stamping out poverty. Obviously 
poverty is not resolved only by the mere transfer of income from rich to 
poor, but through the transformation of the structural conditions and the 
functioning of the economic, social and political system, which enables 
present patterns of distribution to be changed permanently, in a context 
of adequate economic and social dynamism which guarantees the poor countries 
higher real income without harming economic growth to the point of 
frustrating the redistribution effort, 
(c) The relative dimension of poverty 

The dimensions of poverty analysed up to now correspond to situations, 
of absolute deprivation compared with norms which claim to reflect the 
minimum physiological and cultural levels of living for a decent existence 
in keeping with predominating life styles. 

The problem of poverty does, however, have dimensions which are 
somewhat different from the point of view of a relative definition, which 
takes into account deprivation in conjunction with the average levels of 
satisfaction of needs in each society. 

/The comparison 
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The comparison between the two classes of measurement of poverty 
gives some idea of important aspects of the problem in each country: how 
much inequality poverty contains, how far the norms of satisfying basic 
needs are from the country's average resources, to what extent existing 
disparities may give rise to situations of relative,deprivation beyond 
the absolute minima, which may be as much or more social factors than 
situations of absolute deprivation. 

Relative lines of poverty were traced on the basis of these same 
data on the distribution of income and consumption in each country», 
quantifying the situations in which income was less than half the 
average per capita income of the households- as a whole. Although this 
norm is.arbitrary, it has the advantage of being based on an idea of 
social-justice particularly if it is considered that 10% of the richest 
households have an income about five times higher than ..the average. 

Poverty defined in this way affects a significantly larger proportion 
of the population than poverty defined on the basis of absolute norms. 
When the relative norm is applied, an additional 2% to 5% of the households 
would be considered poor (see table 46). In countries where the incidence 
of poverty is less severe, the.measurement of .relative poverty could 
cover between an additional 10% and 20% of. the households... In countries 
like Honduras, however, the magnitude of poverty exceeds the proportion 
of households which could remain below the relative norm. 

Generally speaking, there are fewer disparities among the.Latin 
American, countries when poverty is measured in relative terms than when 
it is measured in absolute terms. Among societies which are approximately 
similar in terms of degree of social inequality, the incidence of poverty 
is more decisive than in those whose average resources, are less. 

The differences observed in table 46 with„regard to the dimensions 
of relative poverty at the national, level are a reflection of differences 
in, the degree of inequality in income distribution between the bottom 
half and the rest of the social pyramid. In countries where disparities 
are greater, half the population is below the relative standard. In the 
other countries - with the exception of Argentina.and possibly Uruguay -
slightly over one-third of the population ;will be considered relatively 
poor. » . 
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Table 46 
ALTERNATIVE ESTIMATES OF RELATIVE POVERTY IN LATIN AIERTCA, ABOUT 1970 

Percentage of households below the 
Country relative poverty line g/ 

Urban National 

Argentina 2 7 28 

Brazil 52 5^ 
Colombia 43 48 

Costa Rioa 34 36 

Chile • 38 39 
Honduras 40 58 
Mexico m 48 

Peru 34 48 

Uruguay- 25 « • • 

Venezuela 37 38 

Source» Oscar Altimir, loc. cit»,. pj> 96k. 
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Some of these differences represent inequalities in the rural sector 
and between the rural and the urban population. There is greater uniformity 
among countries in the incidence of relative poverty in the urban areas, 
defined in relation to average urban income. Table 46 shows clearly that 
in nearly all the countries, between 35% and 45% of the Urban population 
is to be found below the.relative norm, while this index is slightly more 
than 50% in Brazil. At the other end of the scale, relative poverty, would 
take in a quarter of the urban population of Argentina and Uruguay. 

Evolution of the magnitude of poverty 
The economic development recorded since 1960 and the evolution of 

the structures of distribution in the countries of Latin America have 
brought some reduction of the incidence of poverty in the region, although 
the absolute number of persons who live in conditions of poverty and 
extreme poverty has not undergone any great change. 

If the definitions which served as a basis for tracing the lines of 
poverty for 1970 are considered applicable to conditions of poverty in 
1960, it may be estimated that half the population of Latin America in -
1960 lived in conditions of poverty and around one-quarter in conditions 
of extreme poverty. Consequently a reduction of the incidence of poverty 
to 40% and extreme poverty to 19% may be observed in 1970. In absolute 
figures, however, approximately 110 million persons lived in conditions 
of poverty and around 56 million in conditions of extreme poverty in I960, 
i.e., the magnitude was similar to that registered in 1970. 

This result reflects the effects of the economic growth recorded 
by the Latin American economies, which even where income disparities have 
been maintained and in some cases aggravated, has enabled a certain 
proportion of the poor population to cross the thresholds fixed in real 
terms, established according to the definition adopted. 

The degree of poverty would also appear to have declined to some 
extent; in 1960, the income deficit was around 12% of the aggregate 
available personal income of the region, compared with the 1970 estimate 
of 6%. 

The degree of poverty expressed as percentage of the available 
income of persons may vary for three very different reasons. First, as 
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a result of a change in the average severity of the poverty, which is 
measured by .the difference between the line of poverty and the average 
per capita income of poor people. Between 1960 and 1970 it had declined 
by only around 10%,- owing to the increase in the per capita income of the 
poor during the period.32/ Secondly, it may be modified as the result 
of an extension of poverty measured by the percentage'of the poor 
population. As has already been said, this percentage dropped by around 
22% between 1960 and 1970. Thirdly, the degree of poverty may vary 
because of changes in the aggregate per capita income. On average during 
the period 1960-1970, this income in Latin America increased by 31%. 

The reduction in the income deficit, estimated as a percentage of 
total income, may be explained as follows: (a) 16% owing to the reduction 
of the differences between the average per capita income of the poor and 
the minimum income which defines the line of poverty; (b) 39%, as the 
result of the reduction in the percentage of the population affected by 
this situation and (c) 45% owing to the increase recorded in the average 
per capita income of the entire population. 

This means that only half of the reduction in the degree of 
poverty is the result of a decline in the population percentage and a 
reduction of the income deficit of the poor, since the other half of the 
reduction of the degree of poverty originated in the increase in the 
average per capita income of the total population. Important aspects 
are thus stressed which must be considered if an adequate interpretation 

32/ It is important to stress that the evolution of the income of this 
group shows two very different situations within it. On the one 
hand are the poorest of the poor, i.e., the 19% of the population 
which continued to belong to the extreme poverty group in 1970, and 
the 21% of the population which lived in conditions of poverty but 
not of extreme poverty in 1970. The per capita income of the first 
group during the period 1960-1970 underwent a variation which was 
much less than that experienced by the aggregate per capita income, 
while the per capita income of the second group underwent increases 
which in some countries exceeded average national per capita income 
growth. The figures were taken from a preliminary document prepared 
as part of the inter-institutional project on critical poverty in 
Latin America sponsored by UNDP, UNICEF, CELADE and CEPAL in 1978. 
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is to be made of the significance of the variations in the magnitude of 
the degree of poverty, and if the objectives and targets of specific 
action policies in this connexion are to be identified¿ It is clear 
that in order to reduce poverty, the real income of - the poor would haVe 
to be increased so as to alleviate the severity of the poverty and reducé 
the percentage of the population considered to belong to this group. 
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Chapter III 

SOCIAL -DEVELOPMENT: STRUCTURAL CHANGES AND TRANSFORMATIONS 

1. Structural changes and social differentiation 

Since the initial regional appraisals of the International Developmént 
Strategy (IDS) carried out within CEPAL,33/ an attempt has been made to 
interpret Latin American development in terms both of its' internal dynamics 
and of the existing international framework. In accordance with the 
provisions of IDS, the governments themselves have examined the various 
circumstances and problems of the region, pointing' out cases of progress 
and Backsliding and, above all, emphasizing the contradictions which arise 
when actual achievements in development are compared with the development 
goals and objectives laid down. What might be termed the fundamental 
contradiction of Latin American development has been summed up as follows 
(in the Quito Appraisal, 1973): 

"The growth of economic variables' has frequently failed to bring 
with it qualitative changes of equal importance in human well-being 
and social justice• This is shown by the continued existence of 
serious problems such as mass" poverty, the incapacity of the system 
of production to provide employment for the ¡growing labour force, 
and the lack of economic and social participation of broad strata 
of the population." 
It was immediately added that "achievement of the quantitative targets 

1. , 
of the Strategy should constitute the complement necessary to achieve 
human development, which is the ultimate aim of the process". 

The subsequent appraisals repeated these judgements, emphasizing 
again and again the disparity between relatively fast economic growth and 
social development which, as far as some aspects were concerned, proved to 

33/ Regional Appraisals of the International Development Strategy, 
Cuadernos de la CEPAL, N° 2 (Santiago, Chile, CEPAL, 1976) and 
International Development Strategy and Establishment of a New 
International Economiá Order: Third Regional Appraisal, Guatemala, 
1977, Cuadernos de la CEPAL, N° 17 (Santiago, Chile, CEPAL, 1977). 
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be the antithesis of the guidelines and values laid down by IDS. In the 
place of all-round development based on harmonious expansion of the economy 
and society, what was observed was the contradiction mentioned above of 
growth without well-being and social justice for all. 

Economic growth in the region, while recording ups and downs and 
national variations, has been relatively high since the end of the war, and 
the gross product has quadrupled since 1950. This growth has made it 
possible to keep well ahead of the substantial growth recorded in population, 
so much so that the regional product per capita has more than doubled in 
the past 30 years. 

This process of economic expansion has occurred amid conditions of 
substantial structural heterogeneity, with marked differences in productivity 
between and within sectors, where high levels of modernization contrast 
with areas which have practically been bypassed by technical progress. 

If this development process is interpreted from a social viewpoint, 
the general characteristic emerges - though of course with different nuances 
and specific differences among countries - of a high degree of concentration 
of ownership of assets and a model of income distribution which benefits 
the higher strata of society.34/ . 

As has been pointed out repeatedly in previous appraisals, growth in 
production accompanied by income concentration accentuates social inequalities 
and is a source of constant tension. It has also been indicated that this 
phenomenon is deeply rooted in the prevailing styles of development in the 
region, with the well-known existence of concentrations of consumption of 
luxury and sophisticated goods, at the upper extreme, and of underconsumption 
and massive poverty at the other extreme. 

However, one cannot ignore the considerable increase in the economic 
capacity of many countries to remedy their social shortcomings. It is 
very clear that much could be done in this direction if,, among other 
conditions, development strategies had other predominant characteristics 

34/ The examination conducted in this chapter refers to the prevailing 
style of development in Latin America and not to that of Cuba, 
which, as is well known, has adopted a different economic and 
social system. 
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and objectives, such as those of achieving more equitable .income distribution, 
giving priority to the problem of employment and promoting more harmonious 
development within, the context of a process of expansion which maintains 
sufficient impetus. 

One of the most striking features of the styles of development which 
produce concentration lies in the. rapid increase in social differentiation. 
This is demonstrated by social indicators in such fields such.as population 
dynamics and the geographical distribution of the population, in the 
structure of employment and wages, in segmentation of the labour markets, 
in job stratification and mobility, in educational opportunities and the 
economic value of education., .in levels of consumption and opportunities 
available in urban and rural areas., and in the contrast between the genuine 
participation of the élites in charge of the economy, the society and the 
State and the limited real participation of the sectors which make up most 
of the population. In these fields it is possible to observe a growing gap 
between the broad base of the social pyramids and their narrow peaks, and 
tendencies for discontinuities to appear,in the.values of the indicators, 
largely as a result of the. presence of concentrations which indicate, the 
existence of sharply defined social.differences. 

In previous documents, the CEPAL. secretariat,, has taken note. of these 
tendencies towards differentiation, defining them as the reflection of a 
situation of "semi-development!!, which is present in a large number of 
Latin American countries.and is characterized by: 

"marked and persistent structural heterogeneity or polarizations 
. as a result of these characteristics the effects .of the crises and 
the related contradictions are somewhat different from those observed 

; 

in the poorest and most predominantly rural regions of the third. 
world".35/ 

35/ Desarrollo Humano, Cambio Social y Crecimiento en América Latina, 
Cuadernos de la CEPAL, N° 3 (Santiago, Chile, CEPAL, 1975), p. 2. 
See also Desarrollo y Cambio Social en America Latina, Cuadernos 
de la CEPAL, N° 16 (Santiago, Chile, CEPAL, 1977). Many of the 
problems analysed in these documents are still valid- Hence the 
documents are regarded as a principal reference source for "the 
present discussion, 
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The document quoted from also pointed out that these hew patterns of 
semi-development present "the countries with serious questions which are 
far from having been solved. In the first place, it asked whether the 
prevailing style of development would inevitably lead to a'blind alley 
because of the concentration of income and the differentiation in standards 
of living, the impoverishment of large sectors of the population, the 
incapacity to offer productive employment to a growing sector of the labour 
force and vulnerability to changes in international economic conditions, 
which are apparently inseparable from this style. As a result, its 
contradictions may make it impracticable in the long term, as well as 
unfair and wasteful. A second general question was related to the possibility 
of "overcoming the structural heterogeneity or polarization, or retaining 
it Within manageable limits, without calling for radically different styles 
of development".36/ ' 

These questions are still entirely valid. Hence the striking real 
contradiction between rapid growth in the economy arid the social changes 
designed to make distribution of its benefits more equitable. 

In general, it seems plausible that the greater structural, social 
and political complexity of the situation of semi-development should have 
made it more difficult' for governments to draw up consistent and viable 
strategies and, most importantly, to put them into practice, partly because 
of the serious conflicts of interest that these strategies themselves produce 
when taking a position on controversial issues which have different effects 
on well organized and substantial Social sectors and groups. It also seems 
clear that these growing contradictory demands are difficult to reconcile, 
since they correspond to the needs and interests of social groups and sectors 
with various degrees of organization and levels of rationality in defining 
their objectives and selecting their means of action. Some writers have 
referred to this process of considerable growth as if it was a question of 
a "revolution in aspirations", where large sectors of the population increase 
both their capacity to express their needs and their pressure on the . 

36/ Desarrollo Humano,' Cambio Social y Crecimiento en América Latina, 
op. cit., p. 3. 
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authorities, enterprises and the market in order to ensure that such.needs 
are met. Other analysts, alluding to the difficulties in meeting these 
rapidly expanding social demands which very often exceed the public 
resources and services.available to satisfy them, have ̂ defined this process 
as a "revolution of rising frustrations", ..insofar as the possibility of 
responding positively to such demands is restricted by the nature of the 
prevailing styles of development, which tend to concentrate wealth and 
income in the highest levels .- that clear minority of society - in 
circumstances where the me cms of. social communication and advertising 
encourage the spread of luxury items throughout the population, thus 
stimulating its determination to play a fuller part in the consumer 
society. However, the fact is that all this happens within a process of 
development in which the possibility of participation in consumption by 
the vast majority is limited by its level of income. Hence the contrasts 
between those who. are within the consumer society and .those who cannot 
join it become more obvious. Naturally, mention has also been made of the 
great influence of this contradiction in generating social tension, which 
might become unmanageable if it becomes more widespread and deep-seated.37/ 

An attempt has also been made to explain this phenomenon by linking 
the progress of the top sectors, with the falling behind of the backward 
and marginal sectors, as if the former were growing at the expense of the 
latter. Although this interpretation is far from satisfactory, there seems 
to be no doubt that there is a complex and still little-known range of 
mutual interrelationships between the areas of progress and backwardness 
in Latin American societies. This is an area in which considerable analytical 
advances have been made, but one in which much remains to be done to gain 
more thorough knowledge of the real forms of interdependence between the 
various factors involved in economic and social development. 

From this viewpoint, the features of peripheral development may be 
seen as divergent forces which tend to break up the unity of the process. 

37/ The way in which the growth of "peripheral capitalism" produces 
conflicts was analysed by Raul Prebisch in "A critique of peripheral 
capitalism", CEPAL Review, N° 1 (First semester 1976) (United Nations 
publications, Sales N°: E.76.IX.G.2). 

/Economic production 
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Economic production grows at an accelerating rate, but nevertheless there 
is no corresponding expansion of opportunities for the population as a whole 
to participate in the most dynamic-and modern sectors of production. It 
is a fact that this large number of lines of differentiation tends to 
disarticulate the dynamics of growth of the economy and the development of 
the society. Thus considerable structural distortions arise which represent 
one of the most important aspects of Latin American development in the past 
two decades, when observed from the point of view of the central objective 
of IDS, the achievement of integrated development. 

Mention should also be made of the impact of another factor working 
in the same direction. This is the fall in the rate of economic growth 
which has occurred in recent years, and which in part is the result of 
the recession in the central countries. This decline in intensity in a 
process while its features which promote concentration persist can only 
exacerbate the structural tensions inherent in it, especially if one takes 
into account the trends observed in national policies towards growing 
integration in the international economy, which today is in a state of 
crisis. 

Domestically in some of the countries which have adopted strategies 
to open up their economies increasingly, it is possible to observe the 
emergence of attitudes which reflect the increasing pressure from well 
organized domestic groups and sectors which have been adversely affected 
by the drop"in the rate of development and its external manifestations. 

A final general observation concerns the way in which the effects 
of the structural imbalances in development accentuate the existing sources 
of social conflict and create new ones, all of which reduces the area 
available for establishing points of agreement and a social basis for 
joining forces together and establishing alliances to promote development 
strategies that enjby solid support throughout the society. 

/2. The 
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The, growth of the urban, middle-income sectors 

Perhaps one of the most significant areas of social development which 
demonstrates the lack of structural congruence and symmetry between productive 
growth and change in society is the area of the formation and expansion 
of the various urban.middle-income strata and sectors, which represent one 
of the most important aspects of modernization of society. 

The most important factors contributing to the considerable growth 
in these sectors are: rapid urbanization- with increasing growth Of 
metropolises; the massive expansion of education at the middle and higher 
levels; increasing bureaucratization of public and private activities; the 
large increase in professional services, aid particularly social welfare 
and educational services; the increasingly specialized, technical and 
generally complex nature of many economic and State activities; and the 
preponderance of middle-class cultural values. All this has contributed 
to a considerable degree to opening up new and greater employment opportunities 
for members of these classes, with many possible repercussions on the social 
structure and the process of development.38/ 

This process of growth in the middìerincóme sectors,has been occurring 
with such intensity and rapidity that it goes far beyond what might have 
been expected from the growth and structure of the economy. To a large 
extent this has given rise to what has been called "spurious absorption" 39 / 
of employment in the public sector and services. In this way alternative 
employment opportunities open up for the middle-income sectors. 

These observations" expose the objective contradictions to be found 
in the social and economic basis of these new middle-income sectors, whose 
upward thrust has been due more to their greater education, their high level 
of social organization and capacity to exert political pressure, and perhaps 
the paradigmatic force of their patterns of consumption and behavour, than 

38/ See "Estratificación ocupacional, modernización sociaí y desarrollo 
económico en América Latina" (E/CEPAL/DS/185, preliminary version). 

39/ "The State ... ̂ withdraws/ resources from the accumulation potential 
in order to finance spurious, not genuine, absorption of labour . 
principally from the middle strata1', Prebisch, loc. cit., p. 14. 

/to their 



- 1§6 -

to their innovative and vigorous ¡participation in economic production. 
Many writers have emphasized the difference in the historical role that 
they are playing now compared with the typical conduct of the entrepreneurial 
bourgeoisie in the initial stages of capitalism. 

There appears to be no doubt that an important proportion of the 
middle-income sectors have benefited,from the prevailing styles of 
development, either because their incomes have improved proportionally 
more than other* lower social strata and because they are playing an 
increasing part in consumption of durable goods, or else because they have 
drawn maximum benefit • from public services and assistance, and from the 
expansion of middle-level and higher education. 

Incontestably their importance is contributing decisively to shaping 
the vast majority of Latin American societies to day. Further references 
to aspects related to these important social strata appear in later 
sections. •...•••• . . * . < . 

3. Trends in sociai development in rural areas 

It.is by, no means easy to assess the changes which have occurred in 
rural society, because of the different speeds and the complexity of these 
changes in different countries and different regions of the same country, 
and because they have had a very varied effect on the different social 
groups. The main trend has accprdingly been towards increasing social 
differentiation and structural heterogeneity. 

The changes which have occurred are understandable only if one bears 
in mind the context of rapid urbanization and.industrialization which has 
characterized the individual societies, and the changes which have occurred 
in international societies. . 

One of the aspects in which rural change has been most marked is 
the modification of the nature of the social relationships in which rural 
dwellers participate. The "face-to-face" relationships characteristic of 
the agricultural way of life, although they have not disappeared as an 
important part of daily life in rural areas, have given way to new forms 
of relationships in almost all the important aspects of the affairs of the 
population. 

/The rural 
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The rural dweller's conception of the world, formed in the past on 
the basis of his relationships with nature and with his village or area, 
is today subject to the impact of the information media. The rural dweller 
is part of the audience of the press and radio, which put him in contact 
with other experiences and life styles. 

The family no longer has a purely local basis, as part of the new 
generation migrates to the towns or to other rural areas. Family 
relationships are thus converted into a link between urban and rural 
dwellers and into a especially fruitful source of reliable information on 
which many important decisions may be based. 

The rural dweller, whose security was based on the vital bonds of 
relationships involving two persons such as that between compadres, has 
increasingly come to be part of political and commercial clienteles and 
those of State, religious or private services, and the bond of a client 
is established with the organization (party, church, service organization) 
moire than with those who represent it at one time or another. 

These different changes in social relationships may be viewed as 
one aspect of what has been called the urbanization of rural life. However, 
while social changes have been considerable and have occurred together 
with changes in the towns, they have not been of such magnitude as the 
changes in the towns. The evidence points, rather, to a worsening of 
the urban-rural differences in various areas. Differences in income 
between towns and countryside are substantial, and have persisted or 
increased despite emigration from the countryside in the countries of 
the region. 

There are various reasons for thinking that rural income distribution 
has deteriorated not only vis-à-vis the towns, but also in absolute terms. 
The transformation of productive activities took place through the agency 
of enterprises - basically medium-sized and large - which maintained control 
of most of the cultivable areas, achieved control of a fair part of the 
irrigated areas, gained preferential access to State and private agricultural 
finance and credit and, in this way, managed to gain control of most 
commercial production of agricultural products, and in many cases the jobs 
generated in agriculture. 
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The rapidity and scale of the process of concentration of commercial 
production in recent decades appear to be due to a combination of factors. 
They include the adoption of production techniques used in the central 
countries and increasingly designed by medium-sized and large enterprises; 
greater or faster ability on the part óf these enterprises to respond to 
growth in commercial demand; the organized power of medium-sized and large 
entrepreneurs to exert pressure on the State, and so on. However, there 
is no doubt that an additional basic factor in the Latin American countries 
has been the effective encouragement of this type of enterprise by credit, 
marketing, irrigation and other policies and programmes, which were designed 
to promote small-scale producers. In other words, a large proportion of 
the subsidies for the import and production of agricultural machinery and 
inputs, credits, marketing, irrigation and so on ended up in the hands of 
medium-sized and large entrepreneurs. 

The entreprenuer's position is even more preponderant because of 
the eclipse of local personalities (priest, doctor, and so on) in the rural 
areas, replaced by the new men with links at the national level (the bank 
representative, the head of a public service and so on). 

Linked to the major entrepreneurs there is a growing sector of 
intermediate groups of administrators, professionals and technicians who 
work in the modern sector and benefit from the machinery for the distribution 
of the benefits of rural development within that sector. 

In the countryside there have always been groups in an intermediate 
position between landowners and day labourers, whether they were 
administrators, foremen, public officials or others. Nevertheless, the 
present trend is towards growing importance of "technocratic" occupations, 
within the context of the process of development characterized by the 
growing complexity and number of administrative tasks and the information 
and knowledge required. 

The small-scale agricultural entrepreneurs, who also constitute 
"intermediate" groups in the sense of social stratification, are far from 
being a homogeneous group. Some are tending to lose importance as they 
are absorbed by large modern enterprises, unless they achieve preferential 
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access to capital and technology, which implies growing and modernizing 
themselves - in other words,-shifting to the dominant sector in the rural 
socio-economic structure. . 

At all events, small-scale producers may be divided into those engaged 
in specialized output or in agro-industries, and those whose output is 
varied or at subsistence, level. The former feel, and are, "somewhat 
different", since they form part of a system of production organizaed on 
a large scale, do not depend on credit from the local trader, and so on. . . 

Meanwhile, small-scale producers who do not need to work as wage 
earners for part of. the year, also feel "somewhat different" from those 
who need to do so.„ _ , 

This short analysis appears to indicate that principles of work 
organization relatively similar to those used in industry have become, 
more important in the process of social differentiation in the countryside. 
Furthermore, the differentiation between wage earners and independent 
workers may occasionally be more important than whether or not one owns 
land, as a source of prestige and power. Differences may also be observed 
in the case .of. day labourers. In the. more technically advanced sectors, 
there is a clear tendency towards, social differentiation between skilled 
and unskilled workers. This is the case, for example, between skilled 
workers working on fruit and vegetable packing machines and unskilled 
pickers. 

The greatest growth in numbers may be observed in the groups characterized 
by persistent low incomes» underemployment and increasing concealed or even 
open unemployment. In terms of occupations and production relations, it is 
possible to observe the impoverishment and relative decline (numerically 
and in terms pf its share in the agricultural product) of the small holding 
sector. A limited process of agricultural proletarianization is occurring 
because the. supply of labour is growing more rapidly than the demand 
generated by the expansion of the modern commercial agricultural sector, 
which moreover depends more on mechanization of agricultural operations 
than on labour. As a result, landless workers and those living on pieces 
of land too small to support a family adopt a wide range of strategies for 
survival. 
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In general, the concentration of resources at the predial and 
extrapredial levels appears to have produced a tendency towards a fall 
in the extent of the use of permanent wage-earning labour, with a consequent 
increase in the use of seasonal workers, who are tending to see a reduction 
in the number of days they work per year. While the situation of permanent 
wage earners or the direct beneficiaries of the programmes of agrarian 
reform appears to have improved in most of the countries, the position of 
seasonal workers has been showing a tendency to worsen. And the latter 
tend to be much more numerous than the former. 

The availability of social services has considerably increased in 
the countryside, but not sufficiently to have effects which alleviate the 
impact of the trends mentioned abdve. 

At the regional level it would be impossible to determine whether 
the provision of social services, basically by the State, has at all 
offset the negative trends arising from changes in the productive and 
labour structure. Still less would it be possible to ascertain to what 
extent such an effect might have been produced. There are enormous 
variations between countries and between areas within one country. 
Nevertheless, it would appear that a few general observations can be 
made. 

On the one hand, there has been a constant increase since the war ih 
the number of inhabitants of centres of population and in the capacity of 
the centres to provide services to the surrounding population. However, 
this increase has not been uniform at all levels of the national network 
of centres of population, nor in all rural areas. In the largest population 
centres (50,000 inhabitants and over), the capacity to provide services 
rose faster than in centres with between 10,000 and 50,000 inhabitants, 
and these in turn experienced a higher increase than centres of 10,000" 
inhabitants. The capacity to provide services to the population surrounding 
the centres varied with the number of inhabitants. This general trend ' 
changed only in the rural areas with greatest growth in production (from 
mining or agriculture), and was weaker in the rural areas with lower 
population growth. 
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The structure which the system of centres of ..population progressively 
adopted was due to the mutual influence between urban/industrial development 
in the principal cities, the establishment of systems for the provision 
of services - particularly by the State - concentrated in these cities, 
and the expansion of production from rural areas. The principal cities 
are the centres of greatest attraction from the viewpoint of employment, 
income and welfare, followed by the focuses of rural development. In a 
context where welfare still leaves much to be desired - in qualitative 
or quantitative terms - the population tends to settle at points, where 
services and opportunities are concentrated, and in doing so increases 
pressure for more services in those centres. 

The problem posed by this structure is the weakening of the lesser 
centres, which are the service units for the dispersed population, 
particularly when it is very remote from the towns, as happens in many 
Latin American countries. The weakening of the lesser centres makes it 
necessary either to reabsorb the service functions in the major centres, 
thus reducing the accessibility of the services and increasing their 
costs, or to retain them in the lesser centres at higher cost and, 
frequently, reducing the quality of the service; the rural population, 
and particularly this dispersed population, is the worst affected by the 
unequal distribution of services. 

4. Population dynamics 40/ 

As far as its demographic situation is concerned, Latin America falls 
into an intermediate position between the most developed and least developed 
regions of the world - a position it also occupies on the basis of the 
principal indicators of economic and social development. The general 
fertility rate in the region, which was 5.3 between 1970 and 1975, was 
markedly lower than that of other developing regions such as Africa and 
South Asia (6.3 and 6.0 respectively), but was nevertheless more than double 

40/ For a detailed analysis of this topic see "Latin America: Demographic 
situation around 1973 and prospects for the year 2000" (ST/CEPAL/ 
Conf.54/L.2). 
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the rate in the most developed1 regions.41/ During the same period life 
expectancy at birth was about 62 years, well above the rate in Africa and 
South Asia (45 and 48 respectively), but 10 years below the figures for 
North America and Europe. 

Between 1950 and 1975 Latin America experienced the most rapid 
population growth of'"ail'the regions of the world. In nearly 25 years 
the population doubled, while the world population grew by only 60% and 
the population of the most developed regions by slightly over 30%. As 
a result of these trends, the percentage of the world population living 
in Latin America slightly increased, from 6.6 in 1950 to 8.1 in 1975. 

The rate of urbanization among the population of Latin America has 
been very high compared with that of the other leiss developed regions of 
the world. On the basis of national definitions," the urban population 
of Latin America as a whole was more than 40%' of the total In 1950, and 
has continued to increase rapidly, so that iri 1970 it reached 58% of the 
total. It is estimated that in 1975 the figure was over 61%. 

The urban population of Latin America, which was 54 million in 1950, 
rose to 192 million in 1975, absorbing 82% of the total population growth 
in that period. 

The intensity of the urbanization process was a direct consequence 
of the difference between growth in urban and in fcural population. In 
all the countries the former rose much faster than' the latter, and for 
the region as a whole the average annual rate of urban population growth 
was four times the rate of rural population growth. 

The urban population growth rate was above 5% (a rate which implies 
a doubling of the population in less than 15 years) in seven countries. 
In a further nine countries the urban population grew at between 4 and 5%. 
Only in the four countries which are most advanced in the process of 
demographic transition was urban growth relatively slow. The rate of 

41/ The general fertility rate is represented by the average number of 
children which a woman would have had at the end of her fertile 
life if during that period, in other words between ages of 15 and 
50, she had experienced the fertility rates by age which are recorded 
in the population in one year. : . 
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urban population growth in the region shows a clear declining trend, and 
these trends will probably persist in the future. 

Between 1950 and 1975, the rural population of Latin America grew 
slowly, at a little above 1% per year. During the period the rates show a 
slow but continuous declining trend. In general, rural population growth 
was faster in the countries with high rates of population growth and slower, 
or even negative, in the demographically more advanced countries. 

It has been estimated that the economically active population of all 
20 countries of Latin America has risen with increasing speed, from 55 million 
in 1950 to about 99 million in 1975. The growth rate in the economically 
active population has been rising since 1950 at a rate similar to that of 
the population of working age. The economically active population in the 
region grew more slowly than both the total population and the population of 
working age during the first two decades of the period, but it is estimated 
that since 1970 it has been increasing faster than the total population, and 
almost as fast as the population aged between 15 and 64. Moreover, these 
tendencies may be observed in a growing number of countries. 

On the basis of information available on trends in population growth in 
the various areas and countries of the region, it is possible to assert that 
the rate of growth of the total population reached its peak in the middle of 
the 1960s and is now beginning to decline slowly. Nevertheless, the population 
growth rate in Latin America is likely to remain above the growth rate in 
world population. 

According to the most recent projections 42/ it is expected that in the 
last quarter of the current century the population growth rate in Latin America 
will fall faster and faster, from about 2.7% in 1970-1975 to less than 2.4% 
at the end of the century. This trend would produce population growth of 88% 
between 1975 and the year 2000. 

The decline in the growth rate does not mean that substantial changes 
are not foreseen in the next 25 years in the population dynamics and demographic 
structure of the region as a whole, and especially in individual countries. 
Population growth is the product of trends in the components which make up 

42/ Boletín Demográfico, año XI, N° 22 (July 1978) (CELADE, Santiago, 
Chile). 
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this process, and the population structure imposes a degree of inertia on 
these trends. The projections sketch substantial declines in the birth rate 
in all the countries; however, the effect of this decline on the rate of growth 
will be offset by the expected fall in the death rate. 

Demographic trends and changes have many links with the level, rate and 
style of development adopted by the country, either because their consequences 
determine the options open to governments, or because present and future trends 
are, in turn, largely a product of broader socio-economic processes. 

This short review of present demographic trends makes it possible to 
identify two major consequences in the medium term which cannot be modified, 
and which constitute great challenges for the governments of the region. 

The first is thè increase in the labour force. Population growth rates 
in previous decades and the age structure of the population will lead to growth 
in the population of working age at an annual rate of about 2.9% between now 
and the year 2000, so that the total will rise from about 170 million in 1975 
to more than 345 million by the end of the century. 

Recent estimates 43/ indicate that the economically active population in 
the 20' countries will rise from about 99 million to more than 199 million 
between 1975 and the year 2000 -- in other words, faster than the total 
population, but slightly slower than the population òf working age. 

Since the population which will "reach working agé in the next 15 years 
has already been bom, changes in fertility and policies adopted to speed up 
the decline will have no effect until after that date. For that reason, 
success in meeting this challenge in the medium term fundamentally depends 
both on thè achievement of satisfactory growth rates and adequate levels of 
capitalization, and on some degree of modification, by means of the style of 
development adopted, of the present economic patterns, as well as the adoption 
of policies specifically designed to increase the countries' capacity to 
absorb the labour force. 

The second major consequence of the population trends is that all the 
countries of the région will be urban in character within the next 20 years 
or so. Whether this result is desired or not, two-thirds or more of the 

43/ These estimates are based on activity rates projected by ILO and 
population projections from CELADE. 
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population of most of them will by then live in towns, and even the countries 
which are less urbanized at the moment will have more urban than rural 
inhabitants, so that their development cannot fail to fall within the context 
of urban society. 

The great challenge now faced by the countries of the region is how to 
regulate the process of urban concentration and the creation of metropolises 
in order to avoid or mitigate the problems of urban breakdown (insufficient 
services, congestion, pollution and so on), as.well as the concentration of 
resources needed to solve such problems. 

However, the tendency to concentrate industrial enterprises, especially 
in the modern sector, in only a few towns, which appears inherent in. the style 
of development of many countries in.the region, has helped to. increase, rather 
than reduce the.differences in incomes and living standards between this 
urban/industrial sector and the rest of the economy. ' Furthermore, changes in 
the process of modernization of agriculture appear to have reduced job 
opportunities in rural areas, giving rise to relatively substantial migrations 
from the countryside to the towns. Nevertheless, there is evidence that the 
geographical distribution of the population, in terms of both rural dispersion 
and urban concentration, occurs to a degree independently of changes in the 
structure of production. In other words, people change their homes for other 
than purely economic reasons. As in other aspects, a social dynamic is 
operating here which has an influence not Only on the intensity and direction 
of these processes of geographical distribution of the population, but also 
on their breakdown and the resulting configurations. Briefly,: to give an 
example, industrial concentration and urbanization are processes which tend to 
converge, but never completely, as they are Only relatively dependent. 

Accordingly, and in view of the close relationships between demographic 
processes and the characteristics of the prevailing styles of development in 
the countries, modification of the present trends towards concentration of the 
population in towns and cities will fundamentally depend on changes in the 
factors which determine them, including most importantly government policies 
which have impact on the transformation of human settlements. 
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5. Employment and changes in the labour force 

Diagnoses of the problem of employment have changed radically in 
the past two decades, and during the present decade there has,been a 
significant increase in its magnitude compared with that of other aspects 
of the process of development.44/ In the past, concern frequently focused 
on the problem of open unemployment. At the present time, figures on 
unemployment in the region are analysed with care. The data available 
for Latin America as a whole do not show a clear increase in the rate of 
open unemployment since 1950, There is no definite trend in this direction 
during the period between the 1950s and the end of the 1970s. However, 
during the present decade, and partly as a result of the world recession, 
though also because of various internal crises, open unemployment has 
greatly increased in some countries. On the other hand, in other 
countries unemployment has dropped from the previous higher levels. 

In recent times the nature of the problem has changed, particularly 
as regards the way in which various population sectors have been affected 
by the underutilization of labour. Contemporary analyses also point out 
the more general issues of poverty, inequality and deprivation experienced 
by those suffering from employment problems. This change of emphasis has 
made it necessary to obtain better knowledge of the various situations 
which arise in the labour market and which produce low incomes, and also 
to define more accurately the social characteristics of the unemployed 
and underemployed. All this, in turn, makes it necessary to reorder 
priorities, moving away from mere job creation in favour of a broad range 
of objectives which link employment with the rethinking of development in 
its totality. 

The variety of national circumstances and the heterogeneity of the 
different facets of the problem of employment make it difficult to generalize 
for the whole region and, up to a point, make such generalizations 
meaningless. Nevertheless, there exist certain common factors on the 
basis of which it.is possible to describe the essential features of the 

44/ See "Employment in Latin America: A view in retrospect and future 
perspectives" (CEPAL Social Development Division, July 1978), 
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volume, structure and evolution of under-utilized human resources in 
Latin America. Approximately 27% of the total labour force is 
underemployedé45/ Only a fifth of this total underemployment can be 
attributed to open unemployment, while the remaining 80% corresponds, to 
various forms of underemployment. Underemployment has. its greatest impact 
among those who receive meagre incomes because of the low level of 
productivity in the production units where they work, where the labour 
situation is also precarious or fluctuates. Urban and rural underemployment 
share about half of this type Of under-use of labour, which.in general 
terms makes up 35 to 40% of the total under-used labour force in the 
region. 

About 60% of unemployment, and underemployment in Latin America occurs 
in urban areas, where most of those affected are underemployed rather 
than unemployed. Obviously, the unemployed constitute the extreme case 
because they receive no incomes. As a result, rather lower levels of 
open unemployment are recorded among heads of families, while more than 
three quarters of the unemployed are young people and women. 

In the past, diagnoses of the problem of employment in the region 
have emphasized deficiencies in the capacity of the most modern production 
sectors to absorb labour, in the face of rapid growth in the urban labour 
force and technological changes tending to economize on labour in 
agriculture. Changes in the occupational structure in various countries 
between 1950 and 1970, but especially in the past 10 years, tend to 
confirm that these characteristics are closely linked to the problem of 
employment and poverty. In the past two decades, urban growth arising in 
large part from high levels of internal migration from the rural areas, 
has resulted in a redistribution of employment by sectors. All the 
countries for which information is available recorded a drop in the share 
of. labour employed in agriculture. Services, commerce and construction 
enjoyed the greatest share of the increase in the urban population of 
migratory origin, and often,the incapacity of the industrial sector to 

45/ El Problema del Empleo en América Latina; Situación, Perspectivas 
y Políticas (Santiago, Chile, Programa Regional de Empleo para 
América Latina y el Caribe, 1976), 
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offer an adequate number of jobs appeared to be confirmed by the 
stagnation or decline in the percentage of the labour force employed in 
industry. Nevertheless, this tendency did not apply equally to all 
countries. In Brazil, Panama and Venezuela, industry and basic services 
increased their share in employment, although starting from low previous 
levels. 

From a general point of view the employment picture may appear to 
have improved during this process, but this type of general picture 
provides no indications of what has happened as regards the employment 
of the various segments which make up the heterogeneous labour markets 
characteristic of the region. The data for Brazil between 1960 and 1970 
indicate that a third of the growth in the urban labour force was absorbed 
by industry and construction; but of the remainder (two-thirds of the 
total), half entered services and 13% commerce. This indicates that most 
of the new jobs belonged to the informal sector, where urban underemployment 
is concentrated. 

The tentative conclusion which may be drawn is that, however rapidly 
the modern sector grows, and although this may be achieved without the 
introduction of innovations designed to economize on labour, this sector 
is too small in absolute terms to absorb more than a small part of the 
massive expansion of the urban labour force. 

If one looks at income received, and not simply at the number of 
jobs created, the employment picture is less positive. In general, the 
distribution of income became less unequal and real wages fell between 
1960 and 1970. This indicates that the functional distribution changed 
in favour of profits. However, it has been pointed out that there was a 
sharp increase in wages received 'by small groups of wage earners in the 
modern sector of the economy, within an increasingly more differentiated 
wage structure. Expressed in terms of the poverty caused by the shortage 
of adequate employment, this situation means that iat the beginning of the 
present decade more than half the labour force in the region received less 
than a reasonable income.46/ 

46/ El Problema del Empleo en America Latina..., op.cit., pp. 12, 45 and 46. 
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The occupational characteristics of the poor unemployed in the 
urban areas are linked with the type of production unit in which they 
generally work. These units are characterized by the ease of joining 
them; they have in common a minimum level of organization of the 
traditional type; their requirements in terms of physical and human capital 
are few, and they are small in size. In general they are to be found in 
very competitive marginal markets or on the margin of the structures of 
concentrated markets. Overall, those who work in such units, whether in 
commerce, work on own account, services, temporary work in industry, 
construction and so on, constitute what has come to be known as the 
informal sector, which is characterized by precarious employment and 
income, and a low level of labour and union organization. 

This informal sector, in which conditions of poverty and underemployment 
are closely interrelated, makes up approximately 35% of the urban labour 
force in 11 Latin American countries for which information is available. 
The services and commerce sectors supply more than half the jobs in the 
informal sector, although about a fifth are found in industrial 
activities. In the past decade the informal sector has tended to expand 
much faster than the formal sector, absorbing a growing proportion of the 
labour force. 

The close relationship between urban poverty and underemployment is 
clear from the data available, which indicate that about a third of the 
labour force engaged in non-agricultural activities receive iower-than-
average incomes, which is a reasonable approximation of underemployment 
measured in accordance with income.47/ In addition, partial data on some 
urban areas indicate that, on average, about the same proportion earn less 
than the legal minimum wage. 

Recent statistics ;from various countries also indicate the extent 
to which the poor work in the informal sector. In the metropolitan area 
of San Salvador, almost 80% of employees earning less than the legal 

47/. Paulo R. Souza and Victor E. Tokman, DistribuciSn del Ingreso, 
Pobreza y Empleo en Areas Urbanas, submitted to the Conference on 
Distribution, Poverty and Development held in BogotS, Colombia 
from 2 to 4 June 1977. 
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minimum wage belonged to the informal sector. The figures were 83% for 
Asuncion and 77% for Santo Domingo, while in Mexico and various urban 
areas in Colombia 73% of the poor were recorded in informal activities.48/ 

Personal services and commerce record the highest concentration of 
persons receiving less than the legal minimum wage; nevertheless, the 
phenomenon is of importance in almost all branches of non-agricultural 
economic activity. Employees who earn less than the minimum wage are 
also found in the various occupational categories, but those of greatest 
relative importance are those working on own account. Furthermore, it 
cannot be convincingly argued that those who receive less than the 
minimum wage belong only to lower age groups with part-time employment. 
This does not invalidate the question of family poverty, because recently 
completed studies in six countries reveal that the level of underemployment 
by income was very high among heads of families, and that in general many 
of. those who earn less than the legal minimum wage make a substantial 
contribution to the total family income >49/ At the same time, those in 
receipt of low incomes showed the following principal characteristics: 
they have low levels of education, are young people or elderly, and are 
female. 

The growing segmentation of the labour markets and the differentiation 
of workers on the basis of the quality of their occupations and levels of 
income introduces some important problems. 

This point is worth examining. Differentiation and segmentation are 
two fundamental characteristics of urban labour markets. There are many 
levels of transversal and horizontal cleavage which divide the markets 
into different strata and segments. The main distinctions which give 
rise to these divisions or barriers are between work protected (by unions 
or by,legal provisions) and not protected; wage earners and those employed 

48/ Ibid. See also Servicio Público del Empleo, PNUD and PREALC, Bases 
para una Política de Empleo hacia el Sector Informal o Marginal 
Urbano en México (1975) and B. Kugler, Pobreza y la Estructura "del 
Empleo en el Sector Urbano de Colombia, submitted to the Conference 
.on Distribution, Poverty and Development, held in Bogotá, Colombia 
from 2 to 4 June 1977. 

49/ Souza and Tokman, op.cit., pp. 4-5. The countries are Bolivia, 
Chile, Ecuador, El Salvador, Honduras and Panama. 
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on own account; manual and non-manual workers; different levels of 
education and training; dependence on labour intermediaries or agents; 
insistence, on documents in order to be able to work; access to information; 
age; sex and civil status. 

One of the most striking aspects of the segmentation of the labour 
market in Latin America has been increasing differentiation in the 
structure of urban wages. There is no doubt that there are institutional 
factors, such as the size of the unionized force and the workers' 
perception of the level of profits earned by the modern enterprise,operating 
in concentrated markets, which partly explain these growing,differences in 
wages. However, this is an incomplete explanation, because differences in 
wages have been observed in circumstances where levels of unionization of 
higher-income activities show wide variations of between 5 and 30% of the 
labour force in this sector.50/ 

The most important factors explaining wage differences are those 
which lead to the formation of the so-called "internal markets" in the . 
modem formal sector. The existence of such internal markets determines 
employment and wage rises and structures in modern enterprises.51/ The 
most important variables which tend to give rise to these internal markets 
are the specific levels of skills which are required for obtaining 
employment in a given enterprise, the technology used, the cost of training 
and the ease with which the enterprise can pass on wage rises to the 
consumer. In this way, as the enterprises increase in size and technological 
complexity, and as the concentration of capital moulds the market and 
transforms them into an oligopolistic structure, the major enterprises 
develop their own machinery for allocating labour and assigning a price 
to it. Apart from this last variable, the remainder raise the cost of 
concentration, selection and training of the personnel, but in the 

5q/ Concentración, Difusión Tecnológica Restringida y Empleo (Santiago, 
Chile, Programa de Empleo para America Latina y el Caribe, 1978), 
p. 10. • ' 

51/ Paulo Vieira da Cunha, The Urban Informal Sector, Internal Labour 
Markets and Market Segmentation: Theory and Measurement, preliminary 
version (1976). 
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oligopolistic markets which occur frequently in the region this increase 
may ordinarily be added to the price.52/ 

In selecting workers entering the internal labour markets, employers 
seek qualifications and signs which attest to the candidate's suitability 
for the enterprise and give a measurement of his level of training and 
potential for future training. This tendency on the part of modern 
enterprises to train their own labour, together with the relatively inelastic 
supply of skilled labour, tends to increase the average level of wages in 
the sector included in the system of internal marketsi and gives rise to 
additional factor substitution effects which encourage the input of capital 
to the detriment of labour. 

This process of segmentation helps one to understand the surprising 
ease with which, as has been observed in the present decade, a relative 
scarcity of labour arises in situations where there is a surplus of 
available manpower, as has been the case, for example, in Brazil, Colombia 
and Venezuela. 

The differentiation of the market produces greater concentration of 
income, which is closely related to the behaviour of the large modern 
enterprise in the labour market. This machinery arises from the differential 
allocation of wage incomes among the various segments of the labour force. 
Greater participation by the large oligopolistic modern enterprises in 
the total product, with a much lower share in the absorption of labour, 
strengthens the growth of this wage gap. 

If the share of the modern sector in employment grows generally at 
lower rates than the population, and certainly well below existing social 
demands, it seems natural that various results will occur partially or 
simultaneously. One is that pressure to enter this sector on the part of 
those who are outside it will increase; this may also produce a greater 

52/ Vieira da Cunha observes that such increases partly arise from the 
fact that in a highly integrated production technology no occupation 
is independent of the occupations related to it. Social and technical 
compatibility between the members of.working groups or labour nuclei 
acquires great importance, and the problem of the allocation of labour 
involves training a labour force which works well in a given 
environment. Ibid., pp. 7-8. 
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defensive withdrawal on the part of those who are already within the modern 
sector and who, in order to protect themselves, resort to more effective 
means of keeping others out. Another possibility is that social demands 
will tend to shift towards non-economic goals, such as education, which 
offers better training in occupational skills, either on the part of the 
present generation or on the part of their descendants. It would appear 
that all this has been happening to various extents. 

As far as the general picture is concerned, almost all analysts of 
the problem of employment agree that for the next 10 or 15 years levels 
of under-use of labour will continue to be high, in some countries similar 
to present levels.53/ However, the changing facets of the problem suggest 
that in the coming decade new pressures will emerge to join the tendencies 
described, and that in addition these pressures may adopt different forms. 
There will certainly be large changes in magnitude, but there will also 
probably be radical changes in the structure of the labour force in a 
large part of the region. The most important change is the constant trend 
towards a predominantly urban labour force, with great concentration in the 
metropolitan areas. Nevertheless, the source of this increase will perhaps 
be very different. Starting in the 1950s a substantial proportion of the 
growth in the urban labour force originated in the arrival of migrants from 
rural areas. In contrast, during the 1970s there are indications that the 
new migrants are of lesser relative importance; new applicants of urban 
origin are increasingly playing a dominant role in the rapid growth which 
is still continuing. The expectations of this latter group appear to be 
different from those of the migrants. And if that is the case, the informal 
sector in its traditional role of a stepping-stone to the urban labour 
market will not serve to offer acceptable employment to these new candidates 
for the labour force. As a result, pressure for access to adequate 
employment opportunities may change in form and intensity in the years to 
come. 

53/ "Long-term trends and projections of Latin American development" 
(E/CEPAL/1Q27). See also El Problema del Empleo en America Latina..., 
op.cit. 
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If one looks at the question from another viewpoint, it seems clear 
that the incorporation of young people in the labour force is becoming 
more difficult, partly because of the inadequate total increase in demand 
for labour, and partly because of pressure from those emerging from the 
education system, who represent a group which is growing much faster and 
has job aspirations which surpass existing opportunities. A great 
disparity remains between the labour market aimed at young people from the 
middle strata with at least a completed secondary education, and the 
labour market aimed at young people from the lower, less well educated 
strata. In addition there is little mobility from1 one market to the 
other, and in both cases supply exceeds demand. It may be that the first 
category of young people, the vast majority of whom are from the middle 
sectors, will continue to offer the most unmanageable challenges to the 
prevailing styles of development. However, it is also probable that the 
generation problem will arise with ever greater clarity in the second 
group, to such an extent that its members will face more prolonged periods 
of insecurity, unemployment or spurious absorption in activities in the 
informal sector, which are constantly losing prestige. • 

Linked with the problem of young people is the radical increase in 
the rates of female participation, especially in the countries of the 
region which are most urbanized and have the most modern economies. There 
are grounds for believing that the long-term trends in female participation 
will be largely determined by women's educational levels, which affect 
their social relationships with men and their positions within the family. 
The spectacular changes in this direction which have occurred in the past 
decade in the industrialized countries, together with recent events in 
Latin America, mean that great attention must be paid to this area. This 
is a sphere in which the possible consequences of radical changes in female 
participation for long-term employment trends will be of great importance.54/ 

54/ The latest projections by ILO feature substantial increases in the 
rates of female participation from the present decade up to the year 
2000, especially in the age groups 20-24 and 25-44.: In the first 
group, the rise in participation rates for Latin America between 1975 

• and 2000 is 42.7% (13.9% in Argentina and 60.6% in Brazil and Mexico). 
For the 25-44 age group, the projected increases are: Latin America 
- 30.2%; Argentina - 19.8%; Brazil and Mexico - 45.4%. See Labour 
Force: Estimates and Projections 1975-2000, 2nd ed. (Geneva, 
International Labour Office, 1977). 
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For example, in the present circumstances prevailing in the laboyr market 
and the social structure, greater participation by women might imply 
greater competition for poorly paid occupations at present occupied by 
men, with a consequent increase in visible unemployment and a possible 
lowering of the incomes of the poorest strata,, since it is most lively 
that many women will replace the men with the lowest wages. 

From the broader social perspective, lower rates of participation 
in the labour force, the unproductive and precarious nature of much 
existing employment * the prospects of growing pressure on the occupational 
system by women and,educated young people, to a large extent prevented 
from finding jobs with satisfactory incomes, make it still less probable 
that 'full employment" as conventionally defined will be achieved. Hence 
it is a matter of extreme urgency to seek original solutions for the long 
term, by attaching due importance to all the social functions of employment, 
in addition to those of production1 and income. 

6. Growth in education and social demands 

On the basis of information from the 1960 and 1970 censuses for 
17 countries for which comparable data are available, it may be said that 
the region has made a considerable effort to increase the coverage of 
educational services, achieving appreciable progress in broadening the 
population's access to the educational system, progress greater than that 
recorded in other social sectors. These tendencies are still continuing, 

i 
largely in response to social demands which show no signs of declining. 
Nevertheless, it is possible to detect.at the same time a trend for the 
public resources allocated to education to run out, and a series of 
internal transformations in the educational system which are rapidly 
modifying its size, the relationships between the different levels and 
the principal priorities determining and guiding its expansion. The analysis 
below deals principally with these differential aspects. 

The great expansion of the coverage of primary education, which has 
doubled in absolute terms since 1960, goes a long way towards explaining 
the drop in illiteracy during the decade 196Q-1970, especially among the 
youngest sectors. In 1960 almost 1 person in every 4 in the 15-19 age 
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group appeared in the census category of illiterates, while in 1970 the 
proportion had fallen to 1 in 6. The decline in illiteracy in the region 
is even more marked if it is borne in mind that the population falling 
into this age group rose by 7 million. 

However, variations in illiteracy rates between countries are still 
very high, although with important differences in. relative locations. In 
general, there has been a tendency for illiteracy to fall, but this seems 
to result much more from the effects of growth in primary education and 
the educational system as a whole than from specific policies for the 
elimination of illiteracy. It may also be observed that some countries 
whose illiteracy rate remained constant between I960 and 1970, with an 
average of about 25% for this age group, have encountered difficulties 
in extending school enrolment to social sectors which occupy marginal 
positions for linguistic, cultural or socio-economic reasons. 

The total growth in enrolment in education by level in the period 
1960-1975 was considerable, although marked differences emerge when 
educational levels are compared with one another. While primary education 
doubled over the period, secondary education expanded fivefold and higher 
education more than sixfold. 

Comparison of the annual rates of growth in enrolment gives an even 
clearer indication of this tendency for the momentum of educational growth 
to be concentrated in the medium and higher levels at the expense of the 
primary level. Between 1960 and 1975, primary enrolment rose at the rate 
of 4.8% a year, secondary enrolment at 11.2% and higher enrolment at 
12.9%. However, it is even more significant that in the last of the,three 
five-year periods involved (1970-1975), the annual increase in primary, 
enrolment slowed, falling to 3.9%, while increases in secondary and. 
higher enrolment rose to 12.6% and 16.8% respectively. . 

Changes in the breakdown of total enrolment were rather similar: 
primary enrolment fell from 83% to 68% of the total, while secondary 
enrolment rose from 12% to 24% and higher enrolment from 1.8% to 4.4%, 
between 1960 and 1975. 

Consequently, the coverage of ages above 12 expanded much faster 
than the coverage of primary education, with an eventual figure of almost 
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half the 12-17 age group registered in the educational system. Nevertheless, 
progress in the coverage of the 6-12 age group as far as primary enrolment 
was concerned was substantial, rising from 70.7% in 1960 to 86.5% in 1975, 
for a group of 20 countries making up the greater part of the region. 
Here too the variations between countries show very substantial 
differences. 

Figures relating to the length of primary studies, and to the 
frequency of repetition of years at this level, bring out a situation 
which cannot be regarded as satisfactory. Although the general trend 
is positive, the proportion of schoolchildren completing the primary 
cycle is still very low, and there are large differences between countries. 
A study of 18 countries of the region shows that up to 1975 less than 
half of those who had begun school six years previously completed the 
primary cycle, with lower•pèrcentages in the more populated countries. 

Even more seriously, more than half of drop-outs are concentrated 
in the first three years of school.55/ As is well known, this entails 
a level of literacy which is inadequate and poorly assimilated, which 
shortly becomes illiteracy through disuse. This hypothesis is even more 
plausible if it is borne in mind that, in these initial years, a high 
rate of repetition is recorded which is undoubtedly very closely linked 
with dropping out (more than 50% of drop-outs previously repeated a year 
once or more). 

This inadequate level of literacy has an adverse effect on the 
quality and skills of the labour force, which on average has a very 
poor education, particularly because of the considerable proportion 
of the illiterate and semi-literate, 

The enrolment and coverage of middle-level education has expanded 
much faster than that of the primary level, reaching relatively high 
proportions in the 13-19 age group for some countries. Regional 
enrolment grew as much as sevenfold between 1960 and 1975, and the 
figure was even higher in those countries which had low coverage in the 

55/ Evolucion y Situacion Actual de la Educacion en America Latina 
(Madrid, Santillana, 1974). ; 
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former year. On the other hand, the growth was lower in the countries where 
the opposite situation prevailed, in other words countries with lower 
population growth and higher coverage in 1960j but even so in no case 
was the growth less than 2.5 times the average enrolment in 1960. 

The future expansion of middle-level enrolment is determined by 
the much slower growth of the group completing the primary cycle, which 
continues to represent rather less than half of those beginning the 
educational cycle. As a result, social selection is already very high at 
the primary level. Of those who complete primary education, the proportion 
which continue with secondary studies is no lower than 90% for the region 
as a whole. 

Social demand for education remains very high in the social sectors 
in which strategies for upward movement by their children largely depend 
on their progress in education. One expression of this trend to make 
maximum progress within the educational system may be found in the 
apparent paradox that the breakdown by specializations in middle-level 
enrolment showed changes which revealed the pre-eminence of general and 
humanities education to the detriment of teacher training and technical 
subjects. And this occurred even though in various countries the 
possibility of access to university has been opened for schoolchildren who 
have completed secondary studies in teacher training or technical subjects. 
Even so, the attraction of these subjects is declining because, among other 
reasons, they provide qualifications of little value in the labour market 
and enjoy little social prestige. 

Enrolment in higher education by 1975 was roughly 3.5 million, 
whereas in 1960 the total was only about 550,000. This implies more than 
sixfold growth in 15 years; in the five-year period 1970-1975, enrolment 
at this level doubled. 

This formidable trend towards growth in higher education, particularly 
in universities, has shown clear signs of speeding up in recent years. Its 
characteristics are: 

(a) a marked proliferation of institutions and new, long, but largely 
intermediate courses, with the training of primary teachers incorporated 
in higher studies in various countries; 
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(b) stratified segmentation of higher education into a multiplicity 
of institutions which offer training of different types and quality which 
meet various economic demands and social needs and enjoy different levels 
of prestige and professional prospects. The structure of higher education 
has thus taken on the form of a pyramids," with a clear tendency towards an 
increase'in the distance between the base and the peak of the system, 
where the importance of post-graduate studies is clear. All the above 
demonstrates clear analogies with other effects of the styles, of development 
prevailing in most of the region which tend towards concentration and 
exclusion, and may be observed, for example, in the occupational structure 
and income distribution; 

(c) the higher education attendance rate calculated by UNESCO 
(18-23 years) indicates that Latin America as a whole, in 1975, with a 
figure of 19.7%, was rapidly approaching the rate in Europe, which was 
25.5% in 1975; 

(d) the acceleration recorded in the last five years (1970-1975) is 
partly due to the tendency for female participation in enrolment to 
increase' because of the greater presence of women in previously male 
courses and, above all, the creation of new courses of common interest 
for women and men (social sciences) and the incorporation of training of 
primary teachers in the higher level. At all events, the expansion of 
female participation has not per.se led to a democratizing transformation 
in the social profile of university entry. Various items of evidence 
confirm the assumption that the origin of new female students in terms 
of social class follows a pattern very similar to that for male students, 
perhaps even more emphatically elitist; 

(e) the training of teachers for the middle and higher levels is 
now one of the principal functions of the cycle of higher studies. The 
expansion of this occupational sector has been even faster than that of 
total educational enrolment. -.Existing data for some 15 countries show 
that employment in middle and higher teaching grew more than fourfold 
between 1960 and 1975, reaching very high absolute figures and recording 
an increase greater than that of the professional and other technical 
and bureaucratic occupations which require high levels of education and 
in which substantial increases were also recorded. 

/Changes in 
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Changes in the structure of employment, particularly in the modern 
sector of the economy, have entailed important modifications in the 
educational requirements for entry into skilled and strictly structured 
occupations. At the same time, the rapid growth of the educated strata 
in the labour force has in some sectors, èspecially in the bureaucracy, 
created the phenomenon of over-education, where the persons employed have 
knowledge in excess of the educational requirements for their tasks. 

This process has tended to reduce the importance of the educational 
system as a means of social upward movement and equalization of opportunities 
for those who gain access to it. As the number of students completing a 
given level and type of studies increases, the value of the studies falls 
in the labour market. And as the middle and higher education system 
becomes stratified, different selection criteria are established depending 
on the colleges or universities where the studies were followed and the 
levels reached in them. Recently entry into certain executive occupations 
in major enterprises, and also in the public sector, has begun to be made 
dependent on the pursuit of post-graduate studies (master's degrees and 
doctorates, with preference given to those obtained in prestigious 
universities abroad), and this restricts such occupations to a small 
number of candidates. In this way "captive" markets are formed linked to 
specific educational qualifications, which are highly selective in social 
terms (for example, high fees must be paid for a long period of years). 

This growing differentiation and internal hierarchization of 
education, which have helped to increase the complexity of the educational 
pyramid with a clearly greater distance between its base and its peak, has 
its counterpart in the labour market, where various occupations are set 
apart by blocking access to those who do not possess the educational 
qualifications laid down as an exclusive requirement. In this way 
education has become a means of social hierarchization, possibly even 
more than it has kept its former function of social leveller. 

This process of elitization arid segmentation of education creates a 
source of considerable tension at a time vihen there are intense social 
pressures and a real movement towards ensuring universal and mass 
participation in middle and higher étudies. And this is happening 
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principally because access to the most sought-after occupations is being 
reduced, simultaneously with the creation of a substantial number of 
unemployed and underemployed educated persons who have aspirations which 
are not and probably will not be completely satisfied for some time. 

The figures concerning the primary level and those relating to 
middle and higher education bring out a significant change of emphasis in 
the real and actual priorities of the educational system in recent decades. 
At a time when it was assumed that the fundamental goal of strategies for 
educational development, in the form which it took at various levels, was 
the eradication of illiteracy and the achievement of universal primary 
education, what was actually happening was rather different: most of the 
public and private resources were being allotted to the middle and higher 
levels, in which enrolment was growing several times faster than primary 
enrolment. Social demand for education, by exerting more vigorous and 
specific pressure in this direction, benefited the upwardly mobile middle 
social sectors, while contributing to the implicit indefinite postponement 
of the achievement of an educational ideal widely subscribed to in the 
region - that of basic, complete and universal education for all without 
exception. 

To sum up, the present educational situation in Latin America may be 
characterized, from the viewpoint of economic and social development, as 
extraordinarily dynamic and growth-oriented at the same time as it brings 
out contradictory trends and serious imbalances in its pattern of growth 
and its social impact. On the one hand, the vigorous growth of the 
educational system as a whole has tended to be concentrated at the middle 
and higher levels, to the detriment of primary education, growth in which 
in the most recent period has dropped to such a point that it has barely 
kept pace with population growth. As has already been pointed out, this 
unbalanced growth has considerable impact on the characteristics of the 
supply of new candidates for the labour force. In one direction it tends 
to keep the level of school attendance low in a very large proportion of 
the population - in several countries well over half - which has an adverse 
effect on the skills of the labour force, while at the other extreme it is 
possible to encounter large numbers of young men and women with a high 
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level of education who struggle, often vainly, to obtain secure jobs 
suited to their training and abilities. And this is the case, first and 
foremost, because employment is expanding considerably more slowly than 
education as a whole. The foreseeable persistence of these imbalances may 
lead to a widespread critical situation in the near future which will tend 
to focus on the middle and higher levels of the ocdupational structure. 

On the other hand, symptoms of a chronic shortage of resources to 
finance education can already be observed. Some States seem to be close 
to reaching their practical limits in this area, while there is a general 
tendency for private resources channelled for educational ends to increase. 
And it is not simply a case of the private sector taking a growing share 
in educational institutions; fees are increasingly frequently collected 
in State schools and colleges. These characteristics of the financing 
crisis may help to accentuate further the elitist and socially retrogressive 
bias which has characterized the development of education in recent decades, 
further aggravating the problems mentioned above of the pressure of supply 
on the medium-high levels of the occupational structure and the persistence 
of a large proportion of illiterates, who are thereby incapable of becoming 
trained and competing in the labour markets of the modern sector of the 
economy. 


