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B. THE EXTERNAL SECTOR

1. Dynamism and stability

External sector trends in latin America were more favourable in
the 1960s than in the previous decade,

Although some key factors, such as the terms of trade, were unfavourable
in the first five years, the boom in world trade, particularly in the
second half of the decade, enabled the Latin American external sector to
recover,

However, it did not reach the exceptionally high growth rates of
world trade in those periods. From 1960 to 1969 world exports grew by
8.8 per cent annually, compared with 5.5 per cent for Latin America's
exports over the same period,

Mcreover, latin American development also showed sharp disparities
between countries, With the organization of the Central American Common
Market (CaCM) at the beginning of the 1960s, the external sector position
of the five member States was exceptionally good in the first half of the
decade, but they were unable to maintain it in the second. In other
countries, in contrast, foreign trade grew at a more rapid rate than the
average for Latin America in the years 1965-1969. Brazil affords the
most typical example of this trend.

On the other hand, Chile, Peru and Bolivia showed a much more dynamic
growth throughout the decade than in the previous ten years. Mexico could
also be included in this group, except that its growth was higher than the
Iatin American average in both decades,

In contrast with the general trend, Venezuela's external sector
deteriorated in the 1960s, and Colombia has made slow progress over the
past twenty years, recording lower growth rates than the regional average
in all the variables concerned,

haiti was the only country which recorded an absolute decline in
its external sector pesition over the past decade, following upon very

low growth rates in the previous ten years,

/(a) Export
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(a) Export trends

Iatin America's exports, in terms of dollars at current prices, rose
by 5.5 per cent annually in the 1960s (see table 1), and although this
cannot be considered to be a very high rate, it is considerably higher
than in the 1950s (3.7 per cent) and almost equal to that of the regional
product (5.6 per cent), BExports did not grow evenly throughout the

decade, since they grew faster in the second half with the rise in export
prices (see table 2),

The various countries! position with respect to the Latin American
average has changed somewhat between the two decades,

Peru, Chile and Mexico and most of the Central American and Caribbean
countries maintained rates that were higher than the regional average,
and the CACM countries recorded a significant increase in the second
decade. Brazil, Paraguay and Bolivia joined this group in the 1960s,
and the highest growth rate for the period was recorded in Bolivia.

On the other hand, the lowest growth rates (apart from Haiti's)
were recorded in three countries which had enjoyed favourable conditions
between 1950 and 1960 (Ecuador, Venezuela and the Dominican Republic).
Haiti, Colombia, Argentina and Uruguay remained in the group registering
a lower-than-average growth rate in both decades.,

If the first half of the period 1960-1969 is compared with the
second, it will be noted that some counmtries did not follow the general
trend and recorded higher growth rates in the first five-year period.
These include the members of the Central American Common Market (except
Costa Rica), Argentina, and Uruguay.l/

Cther countries which constituted exceptions to the rule were Colombia,
Venezuela and Haiti, which throughout the 1960s maintained a slow growth
rate for exports in relation to the average for the region.

Lastly, if consideration is given to the trends in both decades and
in both halves of the 1960s,. it will be seen that only Costa Rica,
Guatemala, Mexico, Peru and Chile kept the value of their exports above

the Iatin American average.,

;/ Furthermore, Argentina and Uruguay, after being included in the group
of countries with the most dynamic growth rates for exports in the
first half of the decade, were among those recording the lowest rates
in the late 1960s,

/The rate
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The rate of growth of the volume of exports did not increase so
sharply as the value of exports in the two decades, which rose from
L.1 per cent between 1950 and 1960 to 4.8 per cent in the 1960s (see
tables 1 and 3).

If these rates are compared with the rates of increase in the value
of exported goods, it will be concluded that the prices obtained follewed
a totally different trend in the two decades. From 1950 to 1960 the
larger increase in volume than in value shows that prices deteriorated
over this period. The 1960s were characterized by a rise in export prices,
particularly in the second half, so that the annual increase in the value
of exports was greater than in the volume.

This may have been due to the changes which took place in the
structure of exports, since many countries began to diversify their foreign
trade (see section 2 below),

The position of the individual countries in relation to the regional
average is not very different whether the rates of growth of the value
or of the volume of exports are considered (see tables 2 and 3). Some
countries, however, which in terms of the value of their products were
among those attaining the fastest growth in the region, recorded rates
lower than the average in terms of the volume of sales, which reflects a
continuing rise in export prices, Chile and Mexico were in this position
in the 1950s, Chile continued in the same position in the 1960s and was
joined by Peru and Bolivia., Peru also managed to raise the volume of
its exports above the regional average, but this increase was still far
below the rise in the value of its exports (see table 3).

The sharp disparity between the increases in the value and in the
volume of Chile's and Peru's exports was particularly marked in the latter
years of the period,

(b) Average fluctuations in exports

The figures in table 1 show a trend towards greater stability in
Latin America's exports, particularly in terms of current value. Fluctuations

in volume ceased to be less marked than fluctuations in value (a feature

J/of the
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of the 1950s) and became slightly more marked in the 1960s. It may be
concluded that, apart from the upswing in prices, international market
prices fluctuated much less in the last decade.2

The average coefficient of fluctuations in the value of exports
fell from 9.7 to 7.5 per cent, though this figure masks and therefore
underestimates to a certain extent, the decline in the individual countries,
since it takes no account of the scatter of prices in relation to the
median in each case. Fluctuations kept much closer to the median line in
the 1960s than in the 1950s, and at the same time the lowest prices were
much lower (see table 4),.

In the 1950s, particularly marked fluctuations were observed in
Haiti (2.5 times above the average), and also in Bolivia, Uruguay and
Chile. In the 1960s, however, the country with the greatest fluctuations
in the value of its exports was the Dominican Republic, with a rate of
12,5 per cent, owing essentially to changes in the prices of its products,
since the volume of exports fell by 8.5 per cent.

Although fluctuations in the value of exports were not so violent,
there were more countries with export prices that fluctuated more than
the average for latin America in the last decade. Howevey, there was no
change among the countries as regards fluctuations in volume (see table 5).

It will be useful to analyse the growth rates of exports as a
whole, measured in terms of value and of volume, together with the
fluctuations that they showed in the 1960s. There are four different
basic situations (see tables 4-4 and 5-i), The first is that of countries
that managed to expand their exports at a faster pace than the regional
average, and at the same time, recorded fluctuations that were lower than
the regional average. In terms of the value, not a single country achieved
this position in the 1960s, while Bolivia and Mexico were the only two
countries which were in this position as regards the volume of their
exports,

2/ Chile, Peru and Bolivia were the countries which exverienced greater
fluctuations in the value of their exports than in the volume. This
indicates that, besides a rise in their export prices, there were also
violent price fluctuations over the period.

/Table L-=A
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Table L~A

LATIN AMERICA: GROWIH AND STABILITY OF THE
VALUE OF EXPORTS, BY COUNTRY, 1960-1969

Countries with
export growth

Countries with
average export

Countries with an

export growth

above the below the
average growth average
Bolivia Mexico -
Panama
Countries with 3222?:2§a
economic growth
rates above the gﬁiizmala
average for Costa Rica
Latin America Peru
El Salvador
Paraguay
Brazil
Countries with
economic growth
rates close to - - -
the average for
Latin Amerieca
Countries with
economic growth U Colombia
ruguay -
;aZes be%ow the Argentina Ecuador
verage lor Dominican Republic Venezuela

Latin America
or whose exports
declined

Haiti

/Table 5-4
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LATIN AMERICA: GROWTH AND STaBILITY OF THE
VOLUME OF EXPORTS, BY COUNTRY, 1960-1969
Countries with Countr ith Countries with an
export growth ountries wi export growth
above the averagewzﬁport below the
average gro average
Panama El Salvador Bolivia
Countries with Gugtemala Mexico
showing economic Costa Rica
growth rates a- Nicaragua
bove the average Honduras
for latin America Brazil
Paraguay
Countries with - - Colombia
economic growth Chile
rates close to
the average for
Latin America
Countries with
economic growth U
rates below the ruguay
average growth EBeuador Argentina Peru
Haiti : Venezuela

for Iatin America
or whose exports
declined

Dominican Republic

/The second
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The second situation is that of countries that showed a higher-
than-average growth of exports, with above-average fluctuations. MNost
of the latin American countries fall within this group as regafds the
value of their exports, while seven countries are in this pnsition in
respect of the volume of exports: four members of the Central American
Common Market and Brazil, Panama and Paraguay.

The countries that recorded lower-than-average fluctuations with
only small increases or even decreases in their exports were, in terms
of value, Colombia, Ecuador and Venezuela, and in terms of volume,
Venezuela again, and Peru.

The fourth group comprises countries whose exports grew but at the
same time underwent sharp fluctuations in foreign sales. In terms of
value of exports this was the case of Uruguay, Argentina, Haiti and the
Dominican Republic; in terms of volume, the same countries, minus Argentina,
with the addition of Ecuador.

(¢) Growth of the purchasing power of exports

The purchasing power of exports followed a more dynamic growth
trend in the 1960s than in the 1950s,

In fact, in the 1950s it was necessary for the volume of exports to
expand at an annual rate of 4.1 per cent if their purchasing power was
to increase by only 2 per cent, whereas in the last decade the volume |
rose by 4.8 per cent and purchasing power by 4.1 per cent per year.

From another angle, the improvement in the purchasing power of
exports in recent years is shown by the number of countries with a higher
growth rate for the purchasing power than for the volume of exports.

From 1950 to 1960, only two countries were in this position, Chile
and Nicaragua, but this number increased to nine in the 1960s with the
addition of a further seven countries — Bolivia, Peru, the Dominican Republic,
Panama, Honduras, Argentina and Paraguay - (see table 6).

There were no changes in the number of countries which showed this
general trend in the 1960s, from the first half to the second, but, as
can be seen in table 7, there were changes in the countries composing each

group, There were only four of the above-mentioned countries -~ Chile, Peru,

/the Dominican Republic.
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the Dominican Republic and Panama -~ in the group of those which increased
the purchasing power of their exports at a higher rate than the volume in
both halves of the decade,
(d) Trends in the terms of trade

Previous ECLA studies 3/ have underlined the fact that the 1950s was

characterized by a notable decline in the terms of trade of Latin America.

In this context, the cdecline registered in the last decade in
comparison with the period from 1955 to 1959 (see tables 1 and 8), is seen to
be serious, because it shows that the region's balance on its trade with
the rest of the world has been consistently unfavourable throughout the
last two decades.

However, in the last decade the trend was fairly stable as far as
the averages in each half of the decade are concerned, within the general
context of decline, It is well known that there was a slight drop from
one half to the other, when the region's unfavourable balance increased
somewhat, but this is of relatively little importance, considering the
trends of export and import prices over the last five years. In fact,
the growth rates of the value and the volume of trade show something like
a recovery in the terms of trade from 1965 to 1969, although the average
did not rise (see tables 2 and 3, 9 and 10),

In the same way, a courtry-by-country analysis of the index shows
that the number of countries that improved their terms of trade compared
with 1955-1959 rose from-threo to six, while the number that suffered a sharp
decline in their foreign trade balance was the same in the second half
of the decade as in the first. |

A more detailed analysis of the figures of the terms of trade index
for each country shows that the similarity of the over-all figure for the
region in the two five-year periods masks two very different situations.
In 1960-1965, there was a greater degree of similarity in the performance

of the countries than in 1965-1969, There was no very marked rise in the

3/ See The Economic Development of Latin America in the Post-War
Period (United Nations publication, Sales NO: 6l.IL1.Geb)e

/index for
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index fer 1960-~1965 comparedé with the figure for 1955-1959 in any country
(the biggest rise was to 116), while in the second half three countries
exceeded this figure and Bolivia's index was as high as 160,

Between 1960 and 1965 there were sixteen countries whose terms of
trade index fell, and in seven the decline was moderate, whereas in the
next five-year period, the same number of countries showed a sharp decline
in their terms of trade index, but the difference in the index figures
between countries were far greater (e.g., Venezuela had an index of 56).

Therefore, despite what the average index figure appears to indicate,
the terms of trade of the countries of the region continued to follow a
very uneven course during the decade, but the gains losses cancelled
each other out,

(e) Growth of immorts

Over the past twenty years Latin America's imports have grown steadily

in terms of value (5,5 per cent per year, as shown in table 1),

Considering the variations in the growth of exports and the improvement
in their purchasing power in the last decade, it is interesting to note
that the region's imports did not expand at a faster pace in the 1960s.

As mentioned below,&/ one of the reasons for this must have been the
increase in foreign debt servicing and in remittances of profits and
other payments abroad during the last decade.

In any event, this lack of growth was offset to some extent by much
increased availability of imported goods, since prices rose less than in
the previous decade. In fact, although export prices rose by an annual
5.5 per cent, those of imports rose at an annual rate of only 3.9 per cent
in the 1950s and of 4.2 per cent in the 1960s,

As to the value of imports, there were no notable changes in the
relative positions of the différent countries from one decade to the
next (see tables 9 and 10). The number of countries with a more-than-
average increase in the value of their imports remained the same, and
there were only two changes in position (Bolivia joined¢ this group and
Venezuela moved into the group with a less-than-average increase in their

imports compared with the regional average).

L/ See section 3,

/With regard
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With regard to the volume of imports, the number of countries with
a more~than-average growth rate was not very different from the number
in the same pesition with regard to the value of imports. However,
differences in import patterns from one country to another meant that the
impact of price changes was different in each, so that the composition of
the two groups changed. This may explain the fact that in the
Dominican Republic's imports increased more rapidly in volume than they
did in value during the 1960s, which is the reverse of the general trend.

The data for the two decades combined, however, does not give a true
picture, in that it shows sustained growth, apparently with no sharp
changes, In fact import trends were completely different in the two
halves of the 1960s, During the first half there was a definite deceleration
in the growth rates of both the volume and the value of the region's
imports (1.4 and 2.9 per cent per year respectively). The second half
showed a marked contrast with the first, and imports grew in volume by
7.6 per cent per year and in value by almost 9 per cent, Prices rose
slightly less rapidly, as can be seen from a comparison between the growth
rates for the volume and for the value of imports in the two periods.

The distribution of the countries according to their position in
relation to the median line for the average growth of the value of the
region's imports is another feature which distinguishes the two periods
from each other. During the first five years, thirteen countries boosted
the value of their imports at a higher rate than the regional average,
compared with only seven in the second half of the decade. The countries
were far closer to the regional average during the last five=-year period
also,

A gualitative analysis of the relative positions of the countries
still further underlines the contradictions between the two halves of
the decade, Only three countries maintained a steady growth rate for
the value of their imports during both halves of the decade (the
Dominican Republic, Honduras and Panama). The growth rate in the other
ten countries that were in this pesition during the first half of the
decade, was not even as high as the average rate of expansion of foreign
purchases for the region; Peru, Nicaragua and El Salvador were particularly
notable in this respect,

/Among the
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Among the four countries which have moved into the group whose
imports have been growing at a faster rate in the last few years, Brazil

and Uruguay should be mentioned, Both countries' imports declined in
the first half of the decade, by 6.5 per cent and 6,9 per cent a year
respectively, and in the second half, Brazil's imports rose at an annual
rate of 17.8 per cent and Uruguay's at 9.2 per cent.

The country-by-country comparison of the growth rates of the volume
and of the value of imperts shows that the volume of imports increased
faster than their value in three countries (Nicaragua, the Dominican Republic
and Argentina) during the first half of the decade; during the period

from 1965 to 1969, there were no similar cases,

/Table 1
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Tabls 7

LATIN AMERICA: CLASSIFICATION BY PERIMD AND GROUP OF COUNTRIES GROWTH OF THE FURCHASING
POWER OF EXPCRTS I RELATIQN TO THE VOLUME OF EXPCRTS, BY PERICGD AND

GROUP OF COUNTRIES, 1960-1965 TO 19651969

Comtrdes where the purchasing pover
of exports grew move rapidly
than the volume of exporis

Cowmntries where the purchasing power of

exports grew more slowly than the
volumne of exports

Countries where the purchasing
power of exports grew al
the same pace as the
volume of exports

g

196065 | 196569 1960-65 | 136569 1960-65 196569
Bolivia Chile Venszuela Colonbia Braxil -
Dominican Rep. |Panama Guatemala Costa Rlca
Honduras Dominiean Rap,. Eovador Haiti
Peru Peru Uruguay El Selvador
Nioaragus Uruguay Mexieo Brazil
Pareguny Eouador Haiti Paraguay
Argentina Mexico El Salvador Venezuela
Chile Guatemala Guaterala
Panams, Nicaragua
Costa Rica Argentina

Bolivia
Hlonduras
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2. Structural changes

(a) Exports

Two main trends are observable in the evolution of the structure
of Iatin America's exports. First, the three major export products have
declined in importance. The changes that have occurred over little more
than a decade thus point to a greater diversification of exports,
largely as a result of one primary product taking the place of another.

In the second place, it should be mentioned that there was an
increase in the relative share of manufactures in total exports, although
this did not represent any fundsmental change in the structure of exports.

(i) Exports of primary products. In Letin America as a whole, the

relative share of the principal export product dropped from 62,1 per cent
in 1955 to 50.5 per cent in 1968, and that of the three major exports
fell from 79.9 to 65.2 per cent (see table 11).

In 21l the countries - except Peru, Chile and Uruguay - the share
of the three major exports fell, to » marked extent in El Salvador,
Costa Rica and Guatemsla (see table 12).

In most cases the same trend was observable in respect of the
principal export. Only in Peru, Uruguay and the Dominican Republic did
the two trends not coincide. In the two former countries, the share of
the mojor export fell, and that of the three major exports remained
unchanged, while the reverse was the case in the Dominican Republic.

The intensity of these changes can be appreciated by establishing
the proportion of the three major exports to total exports. In 1955,
the three major exports accounted for more than 80 per cent of total
exports in most of the countries, but in 1968, this was true of only
five of the countries.

In only three countries was the share of the three principal
exports less than 60 per cent in 1955 (Paraguay, Mexico and Peru) in
1968, however, six more countries came within this category: Costa Rica,
Haiti, El Salvador, Brazil, Guatemala and Argentina. The ssme trend can
be observed in the behaviour of the principal export product, which

accounts for less than 60 per cent of total exports in most countries.

/Nevertheless, as
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Nevertheless, as has aiready been pointed out, the diversification
of exports has been achieved chiefly by replacing one primary product by
another, so that primary products still account for a sizeable share of
the region's exports.

(ii) Exports of manufactures. The relative increase in the share

of exports of manufactures - from 2.5 to 7.5 per cent of total exports -
does not fundamentally alter the structure of latin America's exports,
which is characterized by the predominance of primary products. lMost
countries managed to increase the proportion of their exports of
manufactures; Chile, Panama, Ecuador, Paraguay and Peru were the only
exceptions.

In 1955, manufactures accounted for no more than 5 per cent of total
exports in sixteen of the countries considered. Only seven countries
were still at this level in 1968, noteworthy progress having been made by
Mexico (17.3 per cent), Costa Rica (19 per cent), Guatemala (20.5 per cent)
and El Salvador (31,8 per cent) (see table 13).

More highly processed and sophisticated goods, such as machinery
and transport equipment, accounted for only 17.8 per cent of total exports
of manufactures. Miscellaneous articles of much less complex manufacture
have made up the bulk of the exports of manufactures, for instance, food
products, such as canned fruit and meat, which in 1968 accounted for
57.3 per cent of total exports of manufactures. Exports of products
from the metal-transforming industry were of importance only in Brazil
(31.7 per cent), Argentina (21.7 per cent) and Mexico (18.6 per cent),
while their share is insignificant in the other countries. In contrast,
except in Paraguay and the Dominican Republic (where exports of chemicals
account for more than 90 per cent of the total), the proportion of
miscellaneocus manufactured articles was more than 50 per cent in every

case,

(b)  Imports

Generally speaking, the share of consumer goods in total imports
has fallen, reflecting the continuation of a characteristic stage in the
process of import substitution in the Latin American countries (see table 14).

For the region as a whole, the proportion of consumer goods in total

/imports dropped
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imports dropped from 20.7 pef cent in 1955 to 16.2 per cent in 1968;
the only exceptions to this trend were Chile and the Dominican Republic.

In the countries with more diversified economies, such as Argentina,
Brazil and Mexico, the reduction was slight, since the import substitution
process had already gone beyond its preliminary stage at the beginning of
the period under consideration. In the countries where the industrialization
process is more recent, however, the replacement of imported consumer
goods by locally produced goods that was going on throughout the period
was reflected in much more significant changes. This was the case in
El Salvador, Guatemala, Honduras, Panama and, to a lesser extent,

Colombia and Venegzuela. :

There is an obvious correlation between the stage of development and
the degree of dependence on imported consumer goods. Argentina, Brazil,
Mexico and Colombia had the lowest import coefficients for consumer goods
- less than 10 per cent except in Mexico (see table 15). This coefficient
is highest in countries that are in the initial stage of industrialization
(between 25,4 and 46.8 per cent) i.e., the Dominican Republic, Panama,
Nicsragua, El Salvador, Costa Rica, Honduras, Guatemals, Bolivia and Haiti.
At an intermediate stage, with coefficients of between 15 and 22.2 per cent,
come Chile, Uruguay, Peru, Ecuador and Venezuela.

As regards imports of raw materisls, no over-all trend is observable.
The share of raw materials in total imports showed almost no variation in,
Iatin America as a whole, increasing only by about 0,3 per cent, However, a
distinction should be drawn between two groups of countries. In the more
industrialized countries, such as Argentina, Mexico, Brazil, Chile and
Peru, the share of imports of raw materials tended to decline or, in
exceptional cases, remained constant. In the second group of countries,
where the process of industrialization has not yet reached a very
advanced stage (Costa Rica, Colombia, El Salvador, Guatemala, Honduras,
Nicaragua and Panama), the proportion of such imports rose more or less
sharply.

Imports of capitel goods appear to be dictated more by the relative
dynamism of the economies than by trends in import substitution. Generally
speaking, therefore, the countries that recorded a sharp upturn in imports
of capital goods are those - like Bolivia, Colombia, Guatemala, Honduras

/and Mexico
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and Mexico - which showed relatively high growth rates in 1965-1969. In
contrast, the proportion of such imports in the total fell in countries
where growth had been below the Latin American average during the same
five-year period, i.e., Chile, Ecuador, the Dominican Republic, Uruguay

and Venezuela,

(c) Destination of exports and origin of imports

Generally speaking, trade with the United States declined, while
trade with Europe, Japan and other countries of the region expanded.
However, trade with the United States continues to be of outstanding
importance, since that country accounts for 35.5 per cent of the region's
exports and 38,5 per cent of its imports. On the other hand, trade with
Japan and Esstern Europe, although it is growing more rapidly, accounts
for only 11.4 per cent of exports and 12.8 per cent of imports (see table 16).

Of the ALAIC countries, only Venezuela, Peru, Bolivia, Uruguay and
Paraguay showed increases, albeit moderate, in their trade with the |
United States; there was a decline in gll the other countries, more
accentuated on the side of exports than of imports. In general, the ALAIC
countries' exports to the European Economic Community tended to increase,
as did their trade with Japan, although the latter continues to represent
only a small proportion of total trade. Intra-Area trade remained steady
at around 10 per cent of the totsl. Argentina was the only country
considerably to increase its exports to the Area.

Trade with the United States also fell off in the Central American
Common Market countries, while intra-area exports showed a marked upswing.
There was a slight contraction of trade with EEC and the European Free
Trade Association, which was partly offset by the increase in trade with
Japan.

No over-all trend is observable in the other countries. Mention
should be made, however, of the change in the origin of imports to Panama,
where trade with the United States was partly replaced by intra-regional
trade; and the reorientation of Cuba'!s foreign trade to Eastern Europe,
which accounted for 73.2 and 79.8 per cent of that country's exports and

imports, respectively.

/(d) Evolution
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(d) Evolution of the trade balance

On the whole, Latin America's imports expanded more rapidly than
its exports during the 1960s. As a result, the region's external trade
deficit rose from 193 to 606 million dollars in the period 1958-1968
(see table 17).

Much of the deficit was in trade with the United States
(484 million dollars in 1968), owing to the fact that Iatin America's
exports retained their rigid structure, while its imports from that

country continued to grow.

As regards Burope, there was a surplus on trade with EEC, which
to some extent made up for the deficit on trade with the United States.

In contrast, trade with the Furopean Free Trade Association fluctuated
very little between small surpluses and deficits, largely through‘the
influence of the Central American countries, since the ALALC countries
maintained a surplus on their transactions. The most notable change
was in the trade belance with Eastern Europe, which swung from a small
surplus to 2 heavy deficit in 1968, largely owing to the reorientation
of Cuban trade from the United States to Eastern Burope.

Though still of minor proportions, trade with Japan grew fairly
rapidly during the period, providing a surplus of around 102 million dollars
in 1968.

Lastly, as regards intra-regional trade, it should be mentioned
that, in 1968, transactions between Iatin American countries accounted for
11.6 per cent of the total value of exports and 12, per cent of imports
(see table 17).

/Table 11
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Table 12

LATIN AMERICA: EVOLUTION OF TiE STRUCTURE OF MERCHANDISE EXPORTS,
BY GROUPS OF COUNTRIES, 1955 - 1968

| Major product

Three

major products

Marufeactured goods: SITC sections

1355

1968

1955

19568

g 54 6 {except division 68), 7 and 8

1955

1968

{Countries vhere the product repree %Countries where the produsts repre- iCountries whare the‘products repre~—

B
H

! sents more than 80 per cent

!

sents more than 80 per cent

i gents less than 5 per cent

§Venezuela. (9441) Venezuela (92.7) Venezuela (98.6) 'Venezuela (97.2) Argentina  (3.5)
/E1 Salvador (85.7). iColombia  (95.8) iUruguay  (8642) Chile (3.1)
iColombla  (82.9): !Coste Rica (95.0) ;Chile (8546) Ecuador (2.5)
%Coun;hv_ies where the produst repre— El Salvador (94.9) Panama (85.4) 'Honduras (2.4)
| sents between 60 and 80 per cent Louador {91.4) ‘Ecuador (BO.B)EGua'bem&la (243)
Penams. (7948) .Cniie (7601) Guatemela  (91.2) | Uruguay (241)
Guatemala (71.0) Colombia  (62,9):Paname (909) '} Salvador (1.9)
1Chile (70.4)" ‘Hondures  (88.1) ! ‘Colombie  (1.3)
Haltl (66.7) ‘Haitl (87.5) Panama (1.2)
‘Countrles where the produst repre— {Nioaragua (86.7) Brazil (1.1)
{ sents between 40 and 60 per sent  Uruguey {85.9) [Dominic « Re (1.1)
Brazil (59.3) Panam (5647) Dominic. R. (8449) | {Peru (09)
‘Bolivia {57.4) Dominic. R.{54.5) Chile (83.5) ! Venezuela  (0.7)
Uruguay (57.4) Bolivia (5246) Countries whers the products repre~ Costa Rica (0.4)
:Ecuador (54 7} Hondures  (47.7) sents between 60 and 80 per cent ‘NSoarsgua (0.3)
Honduras (52.6) Eouador (47.6) Bolivia (7344) Colombia (74+.0) Bolivia (042)
Costa Rica (46.5) E1 Salvador(il4,0)|Brazil (74.9) Dominic. R.(74.0) Countries vhece the products repre-
Nicaregue (43,2) Uruguey  (43.6) Argentina  (62.0) 'Bolivia  (73.5)

? Brazil  (41.1): Honduras  (67.6) Mexleo (9.7
Countvies where the product repre~ ‘Nicaregua (62.5) Paregusy  (19.7)

. sents between 20 and 40 per cent

‘Countriss where the products repre-

Dominic. R. (39+2) Nicaragua (38.0) sents between 40 and 60 per cent

‘Chile
Dominic. Re
iBolivia.
;Ecuador
_!Venezuela
\Panama.
‘Peru

: sentts wore then S per scent

‘Pareguey  (37.0) Haiti (37.6) Paraguay  (59.3) Costa Rica (59.6).
Mexico (29 .3) Costa Rica (32.6) Mexico (51.3) Heiti (5940)°
Argontina  (26.5) Guatemala (30.4) Peru (49 .7) ‘Bl Salvador(55.4)
Peru (25.2) Paraguey  {28.4) Paraguey  (55.3)
Argentina (24.5) ‘Brezil (53.7)
: Perf (24.1) ‘Peru (52.2)"
1 ‘Guatemala (43.6):
;’Argentina

%Coxmtries where the product repre- jCountries where the 'produc'ts repre-

sents less than 20 per cent

i
!
!

* sents between 20 and 40 per cent

fmexico (136):

‘Mexioo (27.4)

(7).

‘Brazil
‘Honduras
‘Colombia
;Paraguay
iNicaragua
Urugusy
‘Argentina
‘texico

Guatemala

(649)
(8.2}
(8.3)
(8.4)
(9:3)
(11.4)
(12.0)
(17.3)
iCosta Rica (19.1}
{20.5)
'£1 Salvador (31.8)

i

1

(341).
(249),
(1.9)
(149
(1e3);
(1.2),
(0.7}

!

§

i

?Countries where
éthe proportion
%rose between
{1955 and 1968
Chile

i;Dominic. R,
iCountries where
?the proportion
idropped moder-
gately between
11955 and 1968
‘Peru

%Argentina
'Venezuela
{Bolivie
‘Honduras
%Nicaragua.
;;‘Eouador

!

ECountries vhere
‘the proportion
?dropped sharply
;between 1955
;and 1968

'El Salvador
\Guatemala
Haiti
iMexico
‘Panama
‘Colombia

‘Brazil

:Uruguay
.Costa Rica

‘Peraguay

‘Countries where
:the proportion
‘rose between

11955 and 1968

iPeru

Chile

‘Uruguay
%Countries where
the proportion
-dropped moder-—
;e.tely between
1955 and 1968
‘Venezuela
Paraguay
‘Panama,

Bolivia
:Dominic s R
‘Ecuador

jCountries where
Ethe proportion
.dpopped sharply
‘between 1955
‘and 1968

‘E1 Salvador
:Costa Rica
‘Guatemals
‘Haiti
i}Mexioo
ZNicaragua.

éHonduras
ECo lombia
'Brazil
iArgantina.

¥
H
£

:
i
i
i
‘
€
H

‘Countries where
éthe proportion
§rose sharply
‘between 1955
’and 1968

E1 Salvador
‘Guatemala
Costa Rica
Mexieo
Argentins
{Uruguay

Nicarague
Colonbia
iHonduras
Brazil
Countries where
gthe proportion

irose moderately
‘between 1955
land 1968
[Bolivia

:iDominio- Re

Venezuela
! .

§Countries vhere
:fthe proportion
remained the
sams between

11955 end 1963

Chile

Panama
Countries where
the proportion
dropped between
11955 and 1968

Ecuador

Paraguay
Peru
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3, External vulnerability and dependence

The tendency in Latin America's extermal sector has been for the
region to increase its dependence and vulnerability vis-a-vis other
countriee, '

First of all, the balance-of-payments deficit on current account has
further increased., Despite the rapid growth of the region's exports,
particularly during the second half of the decade, it failed to keep
pace with that of imports, and thus brought about a large negativ: trade
balance,

Secondly, the sharp rise in remittances of interest and profits
abroad, which doubled from one decade to the next, accentuated the imbalance
on current transactions, In most cases, more than half the deficit on
current account can be accounted for by this factor,

Given this situation, the necessary growth of the capacity to import
had to be fimanced largely by means of external borrowing, which resulted
in a corresponding increase in external indebitedness,

The outcome, then, was a kind of vicious circle: the deficit on
current account necessitated more external financing, the latter entailed
a steady rise in payments abroad, which in turn put a strain on the
capacity to import, which therefore meant calling upon more external
financing.

There were big chunges in the capital account over the decade;
there was a decline in the share of net direct investment in the total
volume of non-compensatory capital compared with the 1950s, and at the
same time, mediume and long-term loans, along with short-term liabilities,
increased substantially,

Even though the growth rate of private investment during the period
under review was fairly modest, by 1969 it was over two and a half times
more than in 1950, which means that it still hos an important influence
on decision-making in the Latin American economies at the expense of the
ratiomal authorities, and it also has a bearing on the growth of payments
abroad,

/(a) The



E/CN,12/884/Add.1
Page 37

(a) The trend of the accumulated balance-of-payments deficit on current
account

An analysis of statistics for Latin America's extermal sector
clearly roints to an accentuation of the imbalance on current balance-
of-payments transactions, .

Table 18 shows that, excluding Argentina, Uruguay and Veneruela,
there was a sharp increase in the accumulated current acccunt deficit
in every country between 1960 and 1969, giving an over-all deficit of
around 12,614.2 million dollars, 1,7 times higher than for the previous
decade, Excluding Venezuela only, the over-all negative balance forthe
whole of Latin America is twice as high as at the end of the 195Cs,

One of the main reasons for the increasing deficit is the ever-widening
trade gap., As menticned above, the growth of Latin American exports did
not suffice to cover the rising demand for imports and Tesulted in the
formation of large trade deficits. The only exceptions to the general
tendency were Argentina, Bracil, Peru, Uruguay and Venezuela, where
exports grew faster than imports. Excluding Venezuela, which is a
special case, the accumulated trade deficit for the region as a whole
amounted to about 2,812 million dollars at the end of the 1960s, 1.6 times
more than for the previous decade,

The chief reason for this state of affairs seems to have been, not
the unfavourable trade balance but the net remittances of profits and
interest abroad, which, during the period 1960~1969, reached an accumulated
total of 11,559 million dollars -~ 2,4 times higher than for the 1950s, 1In
more than half the countries covered, net remittances more than doubled,
Furthermore, whereas the average anmal growth rate of exports was a mere
3.6 per cent, that of remittances abroad wes 5.8 per cent, IExcluding
Venezuela, the figures are 3,9 per cent for exports and 9,5 per cent for
remittances abroad,

Net remittances represented 15,3 per cent of export income during
the 1960s, compared with 12.4 in the previous decade, or ~ excluding
Venezuela - 12,4 per cent in the 1960s compared with 7.4 per cent in the
1950s, Costa Rica, Ecuador, Honduras, Panama and Venezuela did not
follow this general trend,

/In most
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In most countries, net remittance abroad constituted more than
50 per cent of the deficit on current account. For the whole of
Latin America, excluding Cuba and Venezuela, factor payments amounted to
11,600 million dollars, while the deficit on current transactions reached
13,800 million dollars, During the first five years of the decade,
foreign factor payments stood at 4,000 million dollars and the deficit
on current account at 6,600 million; but over the next five years, the
former shot up to 7,500 million dollars while the latter rose only to
7,200 million (see table 19),

It is therefore obvious that the heavy burden of remittances and other
payments abroad means that the capacity to import depends to an enormous
extent on the availability of new external fimancing, with all the evils
that this brings in its train,

(b) External financing

During the 19603, all the Latin American countries except Verezuela
showed an over-all deficit on currenmt account. Not including Cuba and
Venezuela, the net inflow of capital to the region rose to approximately
13,800 million dollars, slightly more than double the figure for the
1950s (see table 20).

The three biggest recipients (Brazil, Argentina and Mexico) took
62 per cent of the net capital transfers to the region during the
1950s and, together with Venezuela, Peru and Chile, 86 per cent, In the
following decade, the corresponding figures were only 55.7 per cent and
735 per cent respectively (see table 20a)e )

The sharp drop in the shares of Argentina, Brazil and Venezuela,
and the steep rise in those of Chile, Mexico and Colombia are particularly
striking,

Compared with the 1950s there was an increased inflow of external
financing to most of the Latin American countries in the 19605, when the .
net capital inflow increased faster than the value of imports and exports.
Thus, whereas only three countries used external resources to cover more
than 15 per cent of their imports of goods and services in the 1950s, there
were ten (Bolivia, Chile, Colombia, Costa Rica, the Dominican Republic,

/Table 2Ca
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(Percentages)

Country 1950-59 1960~69
Argentina 17,0 247
Bolivia 2,5 3.2
Brazil 3043 1844
Costa Rica 1,1 3.1
Chile 4.5 114
Eouador 0.6 2,8
Guatemala 1,8 2,5
Haiti 0,6 0.7
Honduras 0.8 1.3
Mexico 4,7 M6
Nicaragua 0,5 2,2
Panara 3.1 2,6
Paraguay 0,5 1,2
Peru 747 6.1
Uruguay 346 0.k
Venazuela 11,9 -
Colombia - 11,7
El Salvador - 1.6
Dominican Republic - 2,7

Sourese: Table 20,

-

/Ecuador, Haiti,
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Ecuador, Haiti, Mexico, Nicaragua and Paraguay) in the 1960s. There
were therefore fewer countries that depended on external financing to
only a moderate or a very small extent (see table 20b),

Movements of compensatory capital did not vary greatly, rising
from 1,002,2 million doXlars in the 1950s to a mere 1,101,7 million
in the next decade., Consequently, the flow of non~compensatory capital,
plus error and omissions, was less than the deficit on current account
in the 1950s and exceeded it during the following decade. During the
1960s, moreover, and especially in the latter half, Latin America received
enough external finaneing to cover its balance-of-paymsnts deficit and
increase its foreign exchange reserves (see table 21),

As regards errors and omissions, the situation improved somewhat as
the figure for the region as a whole dropped by about 50 per. cent, probably
corresponding to unregistered movements of capital. However, this item
is still fairly large in Brazil, Uruguay and Venezuela, as well as in
Mexico where it represents a capital inflow,

(¢) External indebtedness

The changes in the composition of the capital account have for the

most part been reflected in a sharp upswing in the guaranteed external

public debt over the past twenty years, The average annual increase in

each country!s indebtedness was 441.8 million dollars during the 1950s, rising
to 1,225,1 million betwsen 1960 and 1968 -~ the last year on which data

are available,

The total external debt of 2,213,3 million dollars in 1950 rose to
6,631,4 million in 1960 and 16,432.3 million in 1968, which means that
it practically tripled in the space of ten years (see table 22),

The external debt is concentrated on seven countries: Argentina,
Brazil, Chile, Colombia, Mexico, Peru and Venezuela, In Argentina and
Brazil, it grew particularly fast during the 1950s - by over 1,000 million
dollars a year - but more slowly than the regional average during the
following decade, In Chile, Colombia, lMexico, Peru and Venezuela, on .

the other hand, it grew faster than the regiomal aversge for the 1960s,

" /Table 20b
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LATIN AMERICAs PERCENTAGE OF IMPGRTS OF GOODS AND SERVICES FINANCED OUT OF
NET CAPITAL INFLOW, BY GROUPS OF COUNTRIES, 1950-1959 AND 1960-1969

(Percentages)
Pereentaces 195059 196069
Over 15 per cent Panama (23,2) Bolivia (26,8)

Bolivia (19.1)
Peru (16,7)

Mexico (21,9)
Costa Rica (21,7)
Paraguay (21.5)
Colombie (19,7)
Chile (1709)
Eocuadoer (17,6)
Nicaregua (17.2)
Haiti (15.7)

From 5 to 15 per cent

Brazil (13.8)
Guatemals (11,5)
Uruguay (10,9)
Argentina (10,5)
Mexieo (10,0)
Paraguay (9.7)
Heltl (9.5)
Costa Rice (9.3)
Honduras (9.1)
Chile (8,0)
Venezusla (6,2)
El Salvador {5,6)
Nicaragua (5.2)

Guatemala (1,1)
Panama (13.8)
Brazil (13,2)
Honduras {11,9)
Peru (10,8)

El Salvador (9.7)

Under § per cent

Ecuador (4.3)

Argentina (2,3)

Net exporters of capital

Colombia
El Salvador
Dominican Republie

Venezuela

Source: Table 18 and 20,

/The share
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The share of the ramining countries in the total external debt is
negligible though the rate at which their indebtedness increased was
higher than the regional average for the 1960s.,

As can be seen, a policy of indebtedness involving increasing recourse
to foreign financing pushes up servicing payments on foreign capital,
which eat more and more into export earnings; and this means an increasing
use of foreign financing to expand the capacity to import -~ a vicious
circle which has been responsible in the spiralling indebtedness that
has been clogging the wheels of Latin Americal's progress in the external
sector over the last few decades,

(d) Extermal financing

One of the most important components in Latin America's extermal
financing is the movement of autonomous or non-compensatory foreign
capital (see tables 23 and 24). |

The accumulated total of non-compensatory capital in the 1960s was
slightly more than double that of the previous decade. From one decade
to the next, there was a slight reduction in net direct investment in
absolute terms (from 5,500 million dollars to 4,600 million) but a sharp
increase in short-, medium~ and long~term loans, Net direct investment,
which stood at 5,513,7 million dollars in the 1950s, dronped to
4,650,7 million in the next decade,é/ which meant that its share in the
total volume of non~compensatory furds fell from 63.8 to 26,5 per cent,
This decline, which was particularly noticeable from 1960 to 1964, affected
the entire region, especially Chile and Venezuela, where foreign capital.
disinvestment reached a peak. In the second half of the decade, however,
external investment recovered somewhat, !Medium- and long-term loans
were more than five times higher in the 1960s than in the 1950s and their
share in the total rose from 19,3 per cent to 49.4 per cent, The growth
rate was even higher from 1965 to 1969, above all in Chile and Venezuela,

5/ The figures for direct investment include reinvested profits, although
only part of the latter really constitute an effective inflow of
external financial resources,

/Short-term
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Short~term liabilities also shot up during the 1960s; their share
grew from 10,4 per cent in the 1950s to 16,6 per cent the following decade,
There was a sharp drop in Argentina and Colombia and a sharp increase in
Brazil, Chile and Venezuela, The over-all trend was more or less the same
in both halves of the decade,

Official transfer payments also followed a favourable trend from one
decade to the next, rising from 562,4 million to 1,295,7 million dollars.
Their share of total non-compensatory capital, however, remained fairly
low, never exceeding 7.4 per cent during the 1960s, There was a substantial
decline in such payments in Chile and Bolivia during this period.

Though the capital outflow of non-compensatory domestic funds was up,
its share in the total did not increase; Brazil, Mexico and Venezuela are
the only countries for which the outflow was fairly substantial,

(e) Externmal direct investment

External direct investment has grown appreciably over the past twenty
years; the accumulated total in 1969 stood at 17,935 million dollars, two
and a half times more than in 1950 (see table 22),

Nearly 90 per cent of this amount is concentrated in seven countries

(Argen’cina, Brazil, Chile, Colombia, lexico, Peru and Venezuela) , which
together increased their assets under this head from 6,652 million dollars |
in 1950 to 15,867 million in 1969, In Brazil, direct investment rose

from 1,343 million to 3,661 million dollars, and in Mexico from 566 million
to 3,023 million, United States investment grew fastest.in this group

of countries; its share in total investment rose from 49,4 per cent during
the 1950s to 59,3 per cent in the 1960s.

By contrast, the share of direct United States investment in the
countries of the Central American Common Market, excluding Panama, dropped
from 77 to 69,2 per cent, despite the fact that the total invested rose
from 330 million to 910 million dollars during the period,

The share of United States investment in the other countries remained
unchanged and the total growth of direct investment was roughly the same
as in the Central American countries (330 million dollars for the 1950s to
890 million dollars in the 1960s).

/Table 18
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