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THE TRADE AND DOMESTIC SAVINGS GAPS AND STRUGTURAL
. UNEMPLOYMENT IN.LATIN AMERICA

FOREWORD

The present report was prepared in collaboration with the Latin
American Institute for Economic and Social Planning, Its purpose, is
limited to determining the magnitude of the-foreign trade and domestic
savings gaps corresponding to giwven growth targets for the next decade,
and to establishing the extent of the structural under-employment and
unemployment now exdsting in different sectors of the Latin American
economy.

As regards the trade and savings gaps, a condensed account is given
here of the findings of the individual country studies carried out, which
are now wall on the way to completion, An analysis is made of the region
as a whole, with a special accent on the more significant countries,

The relevant tables contain data on past trends, and projections, for
each country.

Chapter I is divided into two parts, In the first, an examination
is made of Latin America's economic evolution from 1950 to 1966, in terms
of the growth rate, the investment trend, exports and imports, and
external financing, The intention is not to make a complete analysis
of the economy of the countries in the region, but to study the trends
of the main macro-economic variables of interest for the projections.
Although the behaviour of these variables was related to the prevailing
policies in those countries, these policies are not discussed in this
paper.

- In the second part, comments are made on the results of the
projections as regards the size of the trade and domestic savings gaps
corresponding to particular growth targets'in.each country, The economic
poliey changes needed to ¢lose the gaps and bring those targets within
reach are not taken inte account, Instead the projections are based on
the assumption that behaviour of the main macro-economic variables involved
. will agree with the forecasts made from an examination of the situation

/now and
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row and in the last few yeqnﬁ; 1$he_£;m'isffd expldre‘the effects of an
increase in the growth rate of the product on the external bottleneck and
shortage of savings which are holding back the economic development of
nearly every ¢ountry in the region,

Chapter IT supplies preliminary estimates on the proportions of
the economically active population now partly or. totally unemployed,
The problem is examined in the context of the prlncipal sectors .of
economic activity, For illustrative purposes, preliminary estimates are
also given of the growth rate .needed to solve the problem of -structural
unemployment or at least to keep it from inereasing any further in absolute
terms in the future, It should be clearly understood that these estimates
are only of a.general and indicative nature.

‘ The analysis of past trends and. the data used as a basm for the.
econometric functions employed in the projections refer to 1950«66 In
1967 and 1968 some.of the variables followed trends that departed from
those of past years (see the YEconomic Survey of Latin Amgrica,.IQGB").
These variations do not, however, alter the fundamental conc}usiqns of

the analysis, which attempts.to.assess long-term prospects,

' /Chapter 1



E/CN.12/831
Page 3

Chapter 1

THE TRADE AND DOMESTIC SAVINGS GAPS IN THE |
NINETEEN-SEVENTIES

A, ECONOMIC TRENDS IN 19£0-66

1.-'The g;owth‘rgtg

Since 1950 the growth rate of the Latin American economies has been
slow and erratic, In 1950-66 the total gross domestic product increased
by 4.9 per cent anrually and the per capita product by 2 per cent
(see table 1).

In this general plcture, some countries stand out as being above
the average, namely, Bra21l, Costa Rlcq, Mex1co, Nicaragua, Panama, Peru
and Veneruela, while -others had a particularly sluggish rate of growth:
Argentina, Bolivia, ?araguay and Uruguay. From 1960 onwards, the rate
tended to rise in some mining -countries and to slacken off in Brazil,
the Domimican Republic, Uruguay and Venezuela, - It should also he moted
that the growth rate -of the Central American countries has been rising
ever since the establishment nf the Common Market. In 1968 there was a
general immrovement in the rate, whlch ‘was over -5 per cent for the region
as ‘a whole. o ) N

Very marked differences -can be seen between sectors, Although,
it is normal for the dlfferent sectors in the developlng countries to
grow at a varlety of rates, in Latin Amerlca the net result of the
differences was often stagnation, because of the relatlve backwardness
of key sectors, For instance, in many cases agriculture was so slow-
growing that it acted as a brake on the over=all growth of the ecdnpmy.
The sectors which supply pewer and transport, although apparently
developing rapidly, were often a handicap to the economy because they
constituted bottlenecks that slowed down the rate of industrial growth
(see table 2),

/Table 1
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Tablb’y ¢
IATIN AMERICAt GROWTH BATES OF THE TOPAL AND FER CAPITA GROSS
'DOMESTIC PRODUCTS, BY COUNTRIES, 1350-66
{Average annual mmtes)
Total gross domestis pmd;lﬁé " Per capita gross produst
Country
1950-1960  1960-1966 = 1950-1966 © 1950-1960  1960-1966  1950-1966
Argentina " %1 2,9 - 3.0 -  lal 1l - 1.2
Bolivia 0.t el . .21, el7 . 28 0.0
Bmzil 5.8 k.3 5.‘2_ B 2.7 1.4 2-2
Cantral Amarien .
GOSW‘MOG- 6.,0 y 601 R 16‘.1: _b_/ - 1-91\% R 2-6 © 22 y
El Salvador 3.7 af 6t M9 b/ 0.8 af 2.7 L7 b/
Cuatemala . 6t ‘4,8 © 0,7 %3 LY
Honduras . o= 306 o7 o 0a6 c L3 (0.8,
Nioarague 52 Tel 60 242 . 39 . 2.8
chj.lﬂ . . 3.6 503 I e Ih? 1.2 e . 2.8 1.8 .
Colombia ‘ 1‘.6 . 1}.6 ‘ '4.6 . 1.1} ) 1.3 . lol‘ .
Dominisan Republis - 5.7 27T BB 2,8 -7 .8 0.9
Esuador 540. .. R N 1,9 - 1,0 1.6
Mexico 6.1 6,2 6.2 3,0 2.7 2.8
Panama B9 - S8 8.2 2.0 5e2 9.2
Paroguay . 247 Je i 30 0.0 Ge1 0,0.-, .
Poru Sal 6e1 5.5 2.7 3.0 2.8
Uruguay 2.3 0.8 1.7 0.8 0.5 0.3
Venezuele 746, NN  Beb - < 3.6 van Yolge - 2.8
Total Bl W6 kg 0 fZ2 ULz 20
. . Lo , cqr Ty - : 1
Spuroet ECLA, on the baols of officlal statistlos. o
&/ 1953-60. .
b/ 1953-66, .
o .

/Table 2
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Table 2

LATIN AMERICA: GROWTH AATES OF THE MAJOR SECTORS, BY COUNTRIES, 1950-66

{average annusl retes}

Seotors
Country g
Agrioul. Mining and  Manufage GCther Total
turs quarrying turlng

Argontina 21 9.8 3.7 2.7 T 3.0
Bolivia : 1.3 0.4 - 3.9 ER 2.1
Brazil Y2 11,2 740 LYy L.
Central America .

Costa Rica s/ 363 7.1 4,7 746 6.0

El Salvador a/ ‘ 3s9 ~642 7.4 Sel 540

Ouatemsla . ‘ 3.7 6.8 6.2 4.7 u.6

Honduraa el - 5,2 o Te2 YU 3.9

Niosragua 943 3.3 7.8 7.8 6,0
tnile . . : Zol 36l 4,0 4.3 b2
Colombisa 3.0 L,5 el 5e2 4.6
Dominioan Republia 3.4 16,2 5.6 34 s
Eousdor 3.5 3,6 - 547 5.0 4,6
Mexioo L1 L9 7.7 o3 6,2
Panama ' 4.0 7.5 9.5 6.7 6e2
Fereguay 2.4 5.8 © 2.4 342 2.7
Peru ' 3,0 6.7 T4 5e5 Balt
Uruguay : la2 - 2.4 b/ L4 1.7
Venezuala ' 59 5.8 8e5 6.1 6.3

Totel 1.4 5.3 5.5 45 4.6

Source: ECLA, on the basis of official statistics.
e/ 195366, ‘
b/ Ineluding mining end quarrying,

/The variability
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The variability of the sectoral growth rates, altered the relative
importance of the dlfferent sectors 1n the total gross domestic product
to quite a considerable exient. The change {n the share of manufacturing
was particularly notable, since 1t expanded from 22,3 to 27.5 per cent
- of the total gross domestiec product for the reglon between 1950 and 1966.
The share of agriculture, on'the other hand, dwindled in a large number
of countries (see table 3)

The degree of industrializatlon varles a good deal from one country
to another, At one end of the scale, there are the countries where, thanks
to import substitution, industry is prndncing most of the consumer goods
absorbed by the national.market and a large proportion of the 1ntermedlate
and capital goods. At the other end are the countries at a very early
stage of industrial development, usually'those with a small market, and
here market size, added to other factors, seems to have been a formldable
obstacle to the progress of 1mport substltution.

The over-all anmal growth rate for the agricultural. sector-was -

3.4 per cent, that is, barely 0.5 .per cent in per capita terms in
1950-66 (see table 2). "At the beginning of the nineteen fifties, access
to world markets, which had been,distorted,by the Second World VWar,
began to be more normal, During the following period, however, national
policy was directed primarily to giving full support to industry, to the
relative neglect of agriculture, ;

Here too the situation of each colintry varied, ds did that of .
the individual areas within each country, There were also marked
disparities between agriculture for export, agriculture for the home
market and subsistence agriculture, However, certain general features
are often found to be associated with a backward agricultural sector,

/Table 3
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. Table 3
LATIN AMERICAs confRIBuTIoﬁ OF THE MAJOR SECTORS TO THE GROSS DCMESTIC
PROCUCT AT PACTOR COST, 1950 AND 1966
(Peroentages)
. Seotors -
. Mning and .
Country Agrioultura - quarry 1:2 . l“lanurautuzjmg . Others Total
1950 1966 1950 1966 = 1950 . 1966 1950 1966 1950 - 1966
Argentina 13,1 16.6 0.5 1.5 H.5  36.2 45.9  43.7 100,0 1000
Bolivia 30,8 26,8 15,3  11.5  15.5 20,3 38,4 L1l 100,0 100,0
Brezil 30.9 2705 002 0.6 18.6 ‘25.6 : 5003 '+6.3 100.0 100,0
Contral Americs
Costa Rida 42,7 a/ 30,5 - - 10,2 13,5 47,1 56,0 100,0 100,0
El Salvedor 34.7 a/ 30.4 0e3 Obl 12,1 ° 16.3 52,9 532 100.0 100,0
Honduras 57.7 505 1.3 1.6 6.6 30,9 344  37.0 100,0 100,0
Nioaragua 46,5 31,1 ‘245 - 2,0 - 9,1 120 41,5 57  100.0 . 100.0
Chile 4,0 \ 10,0 5.3 12,1 ' 20.6 30;2 60,7 47;4 100,80 100,0
Colombia Lo,5  31.9 347 37 - 13.9 22,1 W,5 42,3 100.0 100,0
Doninioan Bopublio 32.9 27,0 0.2 1,2 10,4 12,5 56,5 5%.3 100.0 100,0
Eouador 29,6  35.8 2.2 L9 18,4  21.8  39.8 42,5 100,0 100,0
Mexioo 21,6 15,9 6.3 5.2 - 23,1 29.0 49,0 H9.9 100,0 100.0
Panapma 30,&, 21.9 0,3 0.3 13.2 21.8 55.7 66,0 1000 100.0
Puraguay 4o.3 38,4 Ol 0,2 21,06 20,0 38,6 Ll 100.0  100,0
Papu 27.2 18,7 W6 5.6° 18,7 25,2 49,5 50,5 100,0 " 100,90
Uruguay 23,6 -~ 218 - - 220 24,4 544 53,8 100.0 00,0
Yenezuels Bul 7,5 26,0 23.9 124 17,2 53.5 514 100.0  100.0
Total 24,7 20.5 L3 b4 22,3 27,5 U48.7  4Z.6  100.0 . 100.0

Sourea: ECLA, on the basls of offieial statistios,

a8/ 1953

/The sector!'s
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The sector's lack of vigour obviously affected the external sector,

as witnessed by the iow‘growth'rétE'of-ekports frbm the tempepste-sone
countries and the increasing .demand fonﬁimported foodstuffs which tightened
the external bottleneck in some of the mining countries. The sector'!s
lack of growth power aléc 'partly explains its inability to retain productive
‘Yabour and the latter?s to the t§ﬁp§;7§gpds is clésely connected with the
structural unemploymert in agriculture; ‘which leads to an inereasing _
distortion of the role that should be played by the services sectors
in the economy as a whole.. Apart from.these adverse effects on the externalf-
bottleneck and unemployment, which are-described here not merely because
of their intrinsic importance but because they are the specific subjects»
of this paper, the effect. produced by the want of a supply of food at o
reasonable prices on-the inflatienary process inAmany of the Latin Amerlcan
countries has also been pointed out on other occa31ons.

- The system of land tenure and farmlng has also been a ma jor
stumbling=block to the introduction of more modern and rational methods
of- oultivation‘ Some of the Latin American ecountries are tackling the
; problem by means of 1and refbrm programmes, “but thESe have not been .
snough to: produce a radlcal change in the 31tuation. In many cases price -
policy was unfavourable to’ agrlculture. The systems of protection and '
the establishment of overvalued-exchange rates were often used as means
of’ redistrlbuting income, especially in the tountries that export
agricultural commodities, and were aimed more at promoting industrlalization
than at supporting a satisfactory agricultural development, Technolog;cal
finputs and capital goods for agriculture alse are usually priced relatively
high in comparison with agricultural output, This situation, coupled with
the traditional reluctance of farmers to make innovations, and the want
of sufficient incentives to devise and make use of technologies that are
adapted to the conditions prevailing in each area, partly explain the
lack of technology and capital formation in agriculture and are largely
responsibleﬁfbr the backward state of this sector,

' During this period of development, manufacturing was the dynamic
sector par excellence for many of the Latin American countries, and
especially the larger ones, Between 1950 and 1966 its average anmual
rate of growth was 5,5 per cent, The process of import substitution,

/which had
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which had begun before 1950, took root éﬁd became quite wide~spreoad. In
the majority of countries, allowing for the inevitable differences between
them, and in the large and medium~sized countries above all, the domestie
production of a wide range of final and intermediate goods made a great
leap forward, Quality improved as well, and the cost of a number of
products was reduced. ' a |

As industrialization is based almost entirely on import substitution
unmatched by a similar increase in the share of manufactures iﬁ exports,
it has become increasingly clear that it was reaching the saturation point
in the last few years, This does not diseount the industrialization .
possibilities and requirements that still exist, in the most advanced,
the intermediate and the less advanced countries alike,

The horizontal type of industrial development which ensued covered
a wide variety of goods which were prodiced under heavy tariff protection
usually for limited markets.  As a result, the plants set up were generally
small in size and unable to make full use of their capacity. This raised
costs and reduced the industriest competitive power abroad. -

Attention should also be drawn to the sequence of import substitution.
Subject to the reservations appropriate to every generalization, it may be
argued that import-saving industrialization began with durable and non~
durable consumer goods, and did not launch into the production of basic
intermediate goods until it had reached a more advanced stage, Finally,
it was only at the end of the nineteen-fifties that domestic production
of capital goods acquired some magnitude and then only in the more developed
countries, o ' S '

Towards the end of the period tnder consideration, owing to the
pattern of industrial development, with the more dynamic sectors being
highly capital-intensive, manufacturing industry could not absorb more
than a relatively small proportion of labour despite the progress'it was
making, and has thus failed to take a sufficiently active part in providing
employment for the surplus labour from the agricultural sector (see chapter II),.
Wages in industry were usually much higher than in agriculture, and this,
among other social factors, encouraged migration to the towns. The signs
of this migration are the concentration of structural unemployment in urban
areas, the absorption of manpower into services, and the growth of the

‘marginal populatien,

T
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2. Investment.trends

Gross investment averaged 17.2 per cent of the product during
1950-66, and at ro time exceeded 18,6 per cent (see table 4).

The possibility of trahslatinéjthis"inﬁestmert into a higher rate
of growth for the gréss product was limited by a number of factors, One
of these was the under-utilization of'preductigﬁlcataCity, owing to
bottlenecks -~ in the external sector in particular - and the small size
of theimarkets, The results was that the plants set up were often much
larger than they need have been at the time,’ .

Secondly, a weighty proportion of investment was eafﬁafked for
infrastructure works, which‘give'ldw returns in térms direct and immediate_
contributions to the product,’ ‘One: example is the energy supply, whlch
normally calls for heavy investment, Mbredver, investment in many of
these works takes a long time to mature, as in certain 1ndustr1es,
notably steelmaking, From 1961 omvards, special importance was also
laid on social investment with iore indireect or 1ess marked effects
on production (public health,” h0u51ng, urban installatlons and education
were given priority), ' '

Thirdly, as domestic production of capltal goods was deferred to
the closing stage of import substltutlon, these goods were not available
locally in a large enough quantlty to’ cover demand, whlle 1mports were '
often limited by problems in the external sector, The ‘outcome was &
defective investment structure, in whlch the pwopqrtion earmarked £or
equipment, ‘was often inadequate. ' '

In the fourth place, the relative prices'of‘equipmeﬁt vere and
still are high in comparison with world market prices for other goods;
If investment were valued at internatitnal prices it would be lower than
the estimates used in this paper.’ The groSs investment coefficient with
respect to the product’ would be About 12,4 per cént’ in 1960, instead of
17.6 per cent according to the stricture of domestic prices. Although
the higher of the two gives an idea of the effort made by the region in
a particular year, it is the lover that represents the real possibilities
of transforming investment ints further contributions to the product.

/Table &
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Table 4
LATIN AMERICA: GROSS FIXED INVESTMENT A4S A PERCENTAGE
OF THE GROSS DOMESTIC PRODUG?,E/ 1950-66

) - Grose fixed

Yeoar investment

' aoeffistent
1950 ; | 15.7
1951 ‘ ‘_ ‘ | _ 18.3
1952 | , ‘ _ ) 18,6
1953 L , . 18.1
1954 o | . 18.3
1955 : 17.6
1956 . : ﬂ ) o 18,3
1957 . AR | i S 184
1958 ' : - , 172
1959 ‘ _ : o 167
1960 | | | 17.6
196 o o 17.6
1962 ' L S 16.6
1963 : ) . . 161
1964 | , | | 164
1965 ".‘_ . : D 15.7
1966 ' 16.4

Souree: ECLA, on the basis of official statistlas,

a/ Caleulated on the basis of dollars at 1960 prices, Official exohange rates for
imports were used,

/These facts
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These facts are important for assessing the future possibilities
of increasing the product in relation to the gross investment required.
If it is assumed that no major changes will take place in these basic
conditions, the trend of the capital output ratic should be the same as
in the past, This is the assumptlon that has been adopted for the
projectionsy:cexcept in the cases of Argentina and Uruguay (see annex A),

In 1965-66 public investment was 29,9 per cent of total regional
inwestment (see table 5), The public sector may actually have played a
bigger part than would appear from these figures, since, in addition to
the strategic importance of certain kinds of public investment, the
Government occasionally transfers one of its capital investments to the
private sector, or invests through the medium of State enterprises which
are often c¢lassified in national accounts as outside the publie sectér
proper, - |

As.regards modes of investment financing, it should be noted that
consumption followed a more stable trend than domestic saving, which was
more profoundly affected by the variations in the level of economie éctivity.
Moreover, :savings were scanty during that period in comparisen with‘
development financing reguirements, External financing thus had a fairly
important part to play at that time, However, as a result of the large
amount of funds obtained from foreign sources, a certain proportion of
domestic savings had to be set aside towards the end of the period to
settle contiming debts, Consequently, not all the savings available
could be devoted to the expansion of production capacity (see table 6).

/Table 5
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Table §

LATIN AMERICA: PERCENTAGE SHARES OF FUBLIC AND PRIVATE INVESTMENT
IN GROSS FIXED INVESTMENT, BY COUNTRIES &/

Publis tnvoetment - - Privete investment 7
Country 1 oo —
350 1955~ 1960~ 1965- . 1950~ 1955~ 1360- 1965~
1954 1959 1964 1?26 1954 1959 . 1964 1966
Argentina 19.5 14,8 1541 11.6 80.5 85,2 84,9 6844
Bolivia : 19.5 51,5 = 52,6 35,8 80,5 48,5 474 €42
Brazil 27.6 30,5 31.2 43.5 72.4 69.5 68,8 5645

Osg tral Amories

Coata Rica .- < 19346 -0 2005 - 24,0 25.7 + B804 - T 79.5 760 YL
El Salvador - 1846 1840 21.% 23,6 - Bl.Y4 82,0 78,37 " " 76k
Guatemala 238 364 21.9 17.8 66,2 63.6 78.1 B2,2
Honduras 17,1 15,7 20,6 URS 8249 80.3 79.4 85,4
Nicaregua ‘ 20,4 3Lk 27.5 - 18,2 79.6 6846 92,5 81.8
Chile : see cen .7 40,6 . vee 58.3 59,4
Colombia 1543 18.4 17.4 19.2 - B4.7 81.6 82,6 80.8
Dominloan Republis hz,1 L3.1 31.6 33.6 57¢9 ¢ 56,9 68,4 66,4
Bouador 33.0 39,0 - k2.9 38.5 67.0 - 6l.0 57»1 61,5
Mexioo 42,3 - 35,9 46,5 4,2 57.9 64,1 5.5 £5.8
Panama . 24,3 . 216 .. 235 177 757 7Buu 7645 82.3
Pareguay 11.9 23.5 - - 19.2 20,9 88,1 . 6,5 80.8 791
Paru _ 18,1 18.2 14,8 21.90 8.9 - 818 85,2 7940
Urugusy C ess - 22,0 - 23,9 330 eee - PBLO 76,1 67.0
Venezuela © 25.6 v 37 4.2 28,4 - 4L - 6246 65.8 75.6

Totel (exsluding - L = o

Souroa: ECLA, om the bagls of offieisl statisties,

a/ In various countries, investment by State enterprises, even when financed by budget appropriations,
1s not rogarded as part of public invesiment,

/Table &
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Table 6
IATIN AMERICAs PERCENTAGE SHAKES OF DOMESTIC SAVINGS AND NET EXTERNAL FINANCING
IN TOTAL GROSS INVESTMENT, BY GOUNTRIES
e _ Domestio sevings oo Hed extaernal finaneing
Country. - 1950~ . 1955~ 1960-  1265- 1950~ - 1955=  1960- 1965
1954 1960 1964 1566 1954 1953 1964 1966

Argontia U er T 9001 gkee 1102 M 2.3 T 949 6.0 <102
Bolivia T 82,9 T Y49.8 1 us.7 66.2 17.1 Tt 50,2 5443 33.8
Brazil 86.7 91.5 91,6 102,1 11.3 8.5 8,4 21
Contral Amerigs - 102.5 ... 82.8 .- Bl.b 7.1 . <208 4. 17.2 18.6 . 28.9

Gosta Risa 7.7 778 T M7 T U9 23 220 25.3 50l

E] Salvador T 118.2 07 103.0 85.0 8.7 ° <18.2 3.0 15,0 - 2L43°

Guatensla M06.2 U723 T 795 0 851 0 6.2 77 2747 20,5 IS

Honduras 92,5 1 Bl T B9.7 0 BG4 T 7.5 1549 10,3 19.6

Kioaragua 93.4 88.1 81.3 52+% 6.6 11,9 18.7 7.1
crals o ' 95.6 ‘;91.9 738 g6 Ml Bl 2642 5.
Colonbie CTo94a7 1014 0 85.0 849~ 0,3 " LM 150 0 151
Demtnican Republis STU89.5 0 93,377 881 T 59.6 ' 1045 VU 67 11.9 Yoot
Eousdor B T 06,0 7 88,0 ° Bel | 858 6.0 7 12,0 13,6 4.2
Mexion . O 86,7 1T B9.8 T 86,2 1 866 13.3 7 102 13,8 13.4
P&mma. ' ) 5516 .:' 50.7 65-6 69-0 l#-lv.ll» ‘ 1“903 3'{;1" 31.0
Pareguay N L1038 T 797 817 830 T -3.8 0 20.3 18.3 170°
Poru, L sk 759 T 532 0 896 6B 4y 68 i6
Uruguay o972 " 81,0 T 81,3 T 1334 ' T 2.8 19,0 18.7 33
Vonezuela 100,8 8943 125.5 98.9 . 0,8 10.7 ~25.5 1.1

‘iro 1 . . 2&_@3 8 . . s 6 hs Lt 5_’-& K .1.9—3 R Z!B- o M

Sourgo: ECLA, on the bozis of offieial statistlos.

BRIt SOy
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3, Exports

It is evident from an analysis of export trends and future prospects
that there was a lack of dynamic force in export trade,

The export quantum in 1950-66 g?éﬁ‘at‘aﬁ average annual rate of
4,2 per cent (see table 7). Duriﬁg'thejéamékpériod the terms of trade
declined, and the resulting loss reduced‘thé net growth rate of the
purchasing power of exports (in termsaof_imﬁorts) to only 2,7 per cent
yearly, This is quite low, since it was bafély on a par with the annual
population increase and left no margin for obtaining export earnings to
meet the foreign exchange requirementsrthat derived from the growth of
the per capita product. It is also fairly low in comparison with world
figures, The slow armual growth of Latin Americal!s purchasing power is
partly due to the fact that the tempo of WDr1d~t;§de is mch more sluggish
in the goods the region exports than in those iﬁ“imports. In addition,
Latin America!s shafe of the total world supply of the type of products
it exports has decreased, Venezuelan petroleum, Brazilian and Colombian
coffee and temperate-zone grains are cases in point.

Countries such as Mexico and Peru, whose export trade was more
dynamic,'should be distinguished from those with a low rate and small
absolute volume of eiports over the period in question (temperate-zone
and coffee-growing countries and some metal exporters),

The pﬁrchasing power of fhe coffee countries! exports grew rapidly
between 1950 and 1954, but then fell off considerably with the drop in .
coffee prices; petroleum had a fairly favourable growth rate up to 1958,
but underwent a decline about the time the Suez conflict was settled, while
the mining countries experienced an improvement in the nineteen-sixties.
Peru was particularly foitunate in achieving a high growth rate for the
purchasing power of its exports, first through fishmeal and then through
copper, but the almost wholly primary structure of its export trade
remained unchanged, and in the last few years, its prospects have been
limited by certain general factors which are well known, The Central
Ameriean countries have seen their growth rate speed up with the
formation of the Common Market, as the result of intra-area trade.

/Table 7
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Table 7 .
IATIN AMERIGA: GROWTH RATES OF THE VOLUME AND PURCHASING
. POWER OF EXPORTS, BY COUNTRIES - SR
(Average arnual‘rutes) .
- Volume : . Purshasing pover .
Country - - o :
1950-1960 _.1960?1966 1950-1966  1950.1960 1960-1966  1950-1966
Argentina .2 5.3 " 249 f 02 6.3 2.2
Bolivia , S 33 79 68 0 0 <l AkS o 2
Oontral Amerise : Y7 .. 10.1 S 4 cHel v 1.0 - 6.7
Costa Rlea 5.3 . . 6.0 ‘ ) 5.6 : A 1}.2 . 7-0 . . 5.3
El Salvedor . , b 8.3 5.8 5e3. . B85 6.9
Guatemale ' Sel 12,7 79 2.6 T12,0 6.1
Honduras : 2 11.5 C 505 243 L1249 6.2
Mearagua , . o5 . 116 Bal 6.4 B ‘.15;9 %7
Chile 2,0 8.2. . %2 . 3. 9.2 5.4
Colombia l*-l"' 1.7 3.1" 1.6 A 1-"‘ 105
Dominican Republis 745 348 3.1 3.1 0.5 2,2
Eouador ' . 701 5.2' y 6.0 L l{-.u 15.5 I"QI"
Maxia0 4ad 5.5 b 17 B 4.0
Panema 4.8 10.5 69 3.8 1.7 6.7
Paraguay ' 2.1 3.8 2.8 ' a0e7 % . 1.8
Pem ) 9,6 ) 3.8 7.“ . 7.0 - 7.8 . \ 7.3
Umguay ‘ 03»2 l ?.0 0.1 - -1‘.6 l},‘ﬂ B Y
Venezusla - ‘ T - 2,20 - B B3 L L2,0 1.8

Potal a2 b b2 29 b1 27

Source: ECLA, on tha basis of offielal ctatistios,

/As regards
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As regards the structure of ekports;‘primary commodities still
account for more than three~quarters of the total for Latin America and.
for most of the countries under consideration, except Mexico, DNoreover,
sixteen items or groups made up of & handful of products, such as
petroleum and its derivatives and fisheries products, are decisive in
export trade, If each country is considered separately, the number of
commodities is even smaller (see table 8),

The proportion of exports of manufactures is still small. The
larger courntries of the region have shown a tendency to export this kind
of product in the last few yéars, but their export trade remains essentially
primary in structure, An outstanding case is that of the Central American
countries, which, despite the fairly low level of industrial development
from which they began, have been expdrting ﬁénufactufes to one another
through their Common Market, Although this trade is carried on within the |
limits of the region itself, valuable experience has been obtained,
especially as they have made prppértionatély more-progréss in that way
than other Latin American countries at a more advanced stage of
industrialization.

In so far as the geographical destination of exports is concerned,
Latin Americals markets have become rather more diversified since the
Second World War, Fewer goods are being sold to the United States and
more to Western Europe and'the ceﬁtrally plénnéd'ecénoﬁies, The region
has Eeen losing ground in the United States and Canadian markets (see
table 9),

The increase ofrsales to Western European,countries did little to
improve the trend of Latin American exports, since those countries tend
to protect their own primary production and to extend the use of synthetic
raw materials, Those same countries have also stepped up their imports
from Africa and Asia, so that even though they have regained their position
as importers of Latin Americals export products, this does not necessarily
mean that the Latin American countries have recovered their pre-war share
of certain imports into Western Europe. |

/Table 8
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Table 8

[ATIN AMERICA3 PEROENTAGE STRUCTURE OF EXPORTS, BY COUNTRIES, 1965
T e T
{ I 19“@ msh '
Vege-, !‘ i -t
Country Coffee | SugariCottor] Covoa| pon bE2D19) Nagt, Whont |#s1ze | Wood Hood| Copper, Tin : ::2“ 222»-' ;;10:3: Other Total
: ' i* loum l usts ;
L proda= ! i
jucta | : s
Troptoal-zone producta ) . ! . ! ! ‘
Brazil Uhe3i 3461 6el| 2.6 | 04 | 1,7 | 2497 - 171 1.0 k.ol - - 645 | 0. Ia _/25.1; 100,0
Colombia 6U.6| 345 1.5 - Fe7 | = | 0:2] w - 1 0,6] = - - 17. 10,1| 100,0
Costs Risa _ B1a7] 42| 0.9 |- 2,0-{25.3 | =~ 30| - - - 0,2 = - - je | 2247 10040
Dommican Rﬂp“bllc 1710 50.3 0.3 5.? ) 2.7 - - - 0.2 - 0.1 - - - - . _l' 23.7 l 100.0
Bouador E/ E/ 21.5 lﬁl 1Y 10.7 53-8g’ esn-] wes ree LT eas see srs .oo; see! “ee ‘raw 9 9 100,0
El Salvador 006 1.34 20.0 - - . Oel 0. - - - é - - l' - } 1._9 - 26 0 ' 100.0
Guatomala ‘_)/ 9.1 1 2,21 18, G.1 1-9!/’ ese 2.I+J . - Y 0.7_/ Y ase veel’ wer ess 2545 10040
H&ltl E/ 5]“08 7!5 b ] Vae LLL N 601&’ san . mew ena .es L LT I (2 X3 [T L] sem|. . tee ! Mee _i 31.6! 100.0
Honduras 17.6| 01} 4 - 42,2 | - 6| - 5 | - 8.0 - - - f 0,1 | 20,0; -100.0
Moaragus L1881 G0 | 46, Gel | By | = .71 = dol | - G4: 4,31 - - [~ 1 « -20,1; 100,60
Panama y 0.9" 28 | < 0e3 51e6 | wse s¥’s sen IO‘. en “he ven ses e 30-8 bew 13.6 100.0
Temperate-zone produsts . ; -1 T i -"- E
A!‘gﬂntiﬂa ’ I: 0.8 0.1l - - 'B- 1‘ . 21.7 25.0 10.3 7.8 |~ - - - . 006 0.1 ,?g.g 100.0
Fareguay o7 i O 1 - - Q.3 o 112943 | == .| O, "0.3.111,0| = - - - . 0.3 ) 45, 00,0
Uruguay N R IS U DA R % 1 B IR ou-2 il I Hotl Bt Do~ 0.3{184) 100.0
" Mineral produsts S . a o] : | i !
Bolivia 1/ 0e% |.0.3 | = - - - 0wl - - 0s2 | 0,1] 0.6 [5940] - |° 0,6} « !38.27 1o0.0
Chile - 1~ 102 - - - Bli~ |- ]0.87 0,5 69.8 “ 1 1LM - 1431160 100,0
Fuele . { A ,
Vonezusls 0.5 | - - 0.3 - - - - - - - - - Seli 9245 = : 1,6 100.0
Othar : g . N ;
Maxiao - 6.8 113,6 |03 |« 0,8 2.7 | 2.6 [ 6.7 |~ - 1.0 | = - 2.7] 0,3 :86.8! 100,0
Peru u.Z 5.6 (1341 - -~ - - - 14 | ~ 18,6 | - 7.1 b4 24,1 i 24,3 100,0
. . . ‘ §
Totel latin America J/ 15.1 | 28 | 49 1048 (2,5 [Galt 14,8 | bl [ 2,6 24 ! 0,9 617 0.8 ﬁs 24,2 1_.2;;22.1; 100,0

Soursa: BCLA, on the basis of offiatal foreign trade statistiss,

a/ Including meat meal,

b/ Yearbook of International Trade Statistiss (1966).
¢/ Based on export permits,

d/ Bananas onlye
¢/ Beef,

akwf&_

~

b

. SITC diviston 24 with modiﬂoatiana, wood, board and ocork,
International Finanoial Statistioes,

Sisal, .
Colyf, Plgures for exports of ores.

Rot inoluding Cuba.

8T ofeg
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Table 9
LATIN Am:mcxi: GEOGRAFHICAL DESTINATION OF EXPORTS
Destinaticn 1950 1960 1965 1966
o Mllions of _dollm-é

Latin Amerioca . 634 - 6&do 1 oo 1175
Horth America (United States and Canads) 2 996 3745 3 820 4 160
Western Europe ) 1937 2 765 3 630 3 870
Japan 206 240 480 570
Countries with osentrelly planned ] . : .

esonomias &/ : : - 154 265 730 700
Meinland China 213 Tyl 205 185
Daveloping sountries - (exoluding latin

Anerica) : €46 T 1 055 1 000

Total exports from latin Americs 6586 8 590 11 060 11 660

Peroantage of total oxports

latin Amerdies 9,6 7.9 9.8 10.1
North America (United States and Canada) us.5 43.6 -34.5 35.7
Westorn Burope 29,4 32,2 - 334 332
Japa.n 3.1 ) 2-8 q’os !+.9
Countries with oantrg.lly planned . .

egonomies a/ 2.4 Jal 6.6 6.0
Mainland China 0.2 0.5 1.9 1.6
Developing countries (exeluding latin .

Anerlon L. 908 949 95 8-5

Souros: Ynited Nations, ™World trade by commodity olasses and regiona”, time series 1955-61
{mimeographed, imternal sireulation only), and Monthly Bulletin of Statistiecs, Varch 1968,

2/ Albenia, Bulgaria, Czechoslovakie, Eastorn Gaymany, Humgary, Polend, Remenis and the USSR,

/Exports to
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Exports to the centrally planned ecopomies increased more rapidly
than intra-Latin American trade itself and have come close to it in
absolute value in the 145t few yeéars: TH'¥$lume), however, they are still
too small to have a declslve influence on the over~all trend.

Trade among the Latin American countries is still very la.mlted a.nd
has been slow to grow. Despite the mpulse glven to it by the establishment
of the Latin American Free Trade Assoc:at.:.on (LAFTA) and the Central American
Gommon Market (CAGM), its proportlon of the total has remained much the ‘same,

For the majority of prlmary commodities, and’ agricultural products
in particular, there is little likelihood that the trend will improve much
in future. Within this general picture, however, prospects for a few ‘
conmodities seem to be fairly encouraging, namely, meaf, “gertain metals, =
and new agricultural products, For soﬁe, however, the future is 1ikéiy”
to be bleazker than in the past ten years or so, bane,nas, coffee, gralns
and oilseeds (except animal. fodder), wool, fishmeal and petroleume

The upward trend taken in recent years by exports of ma.nufactures _
from the more developed countries of the region may well contlnue, and if
development policies are consolidated:the share of these products in
total export!s are likely to expand. -

To judge from the progress made by the integration movement; intra-
area trade is likely to grow more rapidly than the total, particularly
in Central America, In LAFTA, stagnation has set in after the first burst
oi‘ intense growt,h. Unless greater effor'ts are made to“achieve :Lnt.egra'blon,
there is no hope that 1r1tra-area t.ra.de will rempve the external sector
bottleneeks to any appreclable exterrt. )

The projections have not allowed for the poss:.ble effects of
:Lntegratmn on import substltutlon in mn-LAFTA goods, since they have’
been ‘made essentially as an extrapolatlon of trends in the last feW'years

¥

and of e:d.st:.ng coriditionis,” - - - .

/4. Imports
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L. Imports

The growth rate of imports, which averaged 3.6 per cent in 1950-66,
was slightly higher than that of the purchasing power of exports but
lower than that of the gross domestic pféduct (see table 10).

The import substitution'process has been inténsivé'enough to reduce |
the import coefficient, whlch had already dropped considerably before 1930,
from 13,9 to 10.4 per cent. to the ‘product, between 1950 and 1965 (see table 11},
The decline was fairly generalized, and highly persistent in nearly all_ |
the Latin American countries, - - | ”

The eventual coefficient was relatively low in comparison with its
level in the rest of the wﬁrld@ and indicates that, in spite of the process
of ‘integration in Latin America, all that has been achieved is a limitad
amount of intra-area trade, except in the countriés that are membergjaf‘:: )
the Central American Commﬁﬁ’Market Tha regional'averages cover widely -
dlfferent national import coefficierts, which ranged in 1965 from 4,5 per o
cent for Brazil to 33.9 per cent for Panama, _

‘It has been pointed out that the tempo of 1mport substitution
differed for consumer, intermediate and capital goods.. In 1965 the
proportlon of final consumer goods imported was barely 2.8 per cent of "
total consumption, and capltal goods imports constltuted 20.8 per cent
of 1r;vestm.ente This proportion is even higher 1fdconstruct10n activities
are subtracted from investmeﬁt, since by their very nature, they nced
relatively few imported inputs (see tﬁble 12). Ag;import substitution
had éiready made considerablgiheadway in consumer and scme intermediate
goods before 1950, the biggést reduction in the import coefficient
undoubtedly took place in capital goods. e

Substitution in capital goods acquired great momentum from the
middle of the nineteen-fifties onwards in the larger countries. It mainly
involved the simpler items, so Latin America is still fairly heavily

dependent on foreign scurces for the more complex types of capital goods.,

/Table 10
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L Table 10 .
LPIN AMERICA} GROWTR RATE OF INPORTS, BY COUNTRIES
(-Panqant&é es) ‘
CBuntiy S — Taporta
" 195060 1960-66 1950-66
Argontina 240 : -0s3 S Ll
Bolivie 302 10,0 557
Brazil 3.3 A4 043
Central Amerioa 12 10.5 Q,_Z
Coste Riea o 8.6 8,0 ‘Bn’-}
El Salyadox T 10.5 Bc_u RV AN
Guatemala N 8.6 6.0
Hondurea ) ,_,._7-14 12,310 9.1
Nicaragus, 9.5 17.6 12,5
Chile 6.6 b0 - o 5.7
Colombia 3,0 b8 3.7 -
Dominiean Republi T 347 12.7 ' 7.0
Eouader : . 8.3 u, I+ ’ o 6o 8
Maxiub ) ]4,2 . 6e2 . o u-,
Panama . Beb 10.4 8.0,
Paraguay - 500 T s k.0
Poru .. .. 7.8 L 123 " 945"
Uruguay ' .05 <51 - N
~ Venozuela e, 3.5 o 0.3 ' 2.3
Total 3.9, L 3.6

Sourge: EOLA, on ‘the basis 6f official statipties. _.

/Table 11
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Table 11
LATIN AMERICA: IMPORNS OF GOODS AS A PERCENTAGE OF GROSS
DOMESTIC PRODUCT, BY COUNTRIES a/

Country 1950 1955 " 1960 1965
Argentina B L 12,6 . 106 10.6 o1l
Bolivia _ 14,7 . 18.9 19,0 208
Brazil 11.3 Bolt ' Be53 k.5
Contral Amsrica . ‘ 163 19.9 o 195 '2;1.;5

'COSt& mo& _ 21@7 , 27-7 2601. 2737
E Salvador 218 18,8 21,1 T2
Guatemala ‘ 12.1 14,8 13.3 , 14,5
Hondures 15.7 19.6 18,9 273
Nioaragua 15.2 26.8 27.4 29,4
hile . 10,8 10.9 . 12.6 . 11.6
Colombia 17.5 C 20,7 13.6 11,9
Dominlesn Ropublfs ' ' 15.1 233 1346 - 15,5
Eouador 9ﬂ1 1"!'03 1296 7 1“’05
Mexico . 11.7 10.6 7S | - 91
Panema ' ' 288 - 27,6 - 30,5 33.9
Pﬂl'aguaa" ) . - - 12,‘0 . ,1503 ‘ 1509 .. 15(:5
Peru 19.0 22.7 © 20,2 2703
Uruguay 159 : 13.8 : - ' 139 . S 8.7
Venszuala L . . L -2247 21,2 . 1.9 12.5

latin Ameriea 139 13,2 11,7 10,4

Sourea; ECLA, on the basis of offictal statistios, = ”

a/ On the beais of figures in dollars gt 1966 prises, Official exohange rates for iaports wers used,

' /Imports of
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Imports of these goods usually mirrored the variations in the
capacity to import, particularly in countries which imported few consumer
goods and therefore had no means of compensating for many of the variations.
When, in 1963, Brazil had to pay off part of its external debt and was

_therefore compelled to cut down on imports, capmtal goods were the items

- most heavily slashed, In, 1961—62, Argentina imported capital goods on a

" fairly large scale by meains 6f new foreign loans, and when its exports =

- later expanded considerably, much of the additional export income had to

i'be used to pey part of its debts; and it was unable to step up its imports

of capital goods to any great extent, When the import coefficient is

* low from the outset, and imports corisist in the main of intermediate and

T_.cap}tal goods, as in the more developed countries of the region, varlatlons

~:in the capacity to 1mport must be met. either by reducing imports of

'}élntermedlate goods so as to lower the economic growth rate immediately

with the consequent effect on employment, or by making capital goods

" bear the bru?t of the 1mpect. The second course is usually chosen,

a2
<
Ag
{.

g

,f in the 1ong run°

e

[N

‘ﬁjfor its export industry’ (petroleum) constituted a large proportlon of its
. imports of: cap1ta1 goods- and total purohases.

%lﬁdesplte theﬁrepercu551ons on the rate ‘of capital formation and development

1 .

.dﬂ

i Mentlon should aleo be made of Venezuela, where imports of equlpment

A prqcess which beglns by produolng consumer goods in order to

. ereate domestic demand for 1ntermedlate .and capital goods and thus prepares

the ground for eventually manufacturing.these: locally, evidently hasits

Cown logic.r Onithe. other: hand; it must .be realized that many of these: .

intermediate and eapital goods, which are vital for the normal evolution

of the process of growth, will often be produced in such backward

conditions that considerable bottlenecks will be formed and hamper

economic development in general. In this respect, too, the countries
differ substantizlly from one another, In many cases major basic industrial
ventures were launched, in the nineteen~forties and nineteen-fifties,

such as the Volta Redonda steel mill in Brazil, the steel industry
established by CORFO in Chile and many basic lines of production set up

in Mexico with strong government support, '

/The sequences
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The séquences followed lethe import substitution process was
instrumental in shaplng ‘the 'structure of imports.. -Consumer goods came
to account for very 1ittle, that is, 21,3 per cent (see table 13).

' Moreover, many of the final -consumer goods still imported-are of an essential
»natﬁfe; or are puréhased.abrdad as a counterpart %o the exports accepted by
those same countries, They also constitute a 1arge proportlon of the trade
among the Latin Arerican countrles themselves, '

Imports of intermediate goods, on the other hand,. increased their share
to h8¢6 per cent of total impbrtso The progress'abhiéﬁéa”in the substitution
of consumer goods also increased demand for consumer ‘£oods in absolute terms.
" Consumption, which had been discouraged 1n many cases before. the import
substitution process began; was encouraged ‘as domestlc proéﬁculoh developed,
Demand rose. sharply and led to an increass in the riced for 1mported
intermediate goods. Particularly with consumer and capltal_ngdsjproduced
by the metal-transforming industries, manufacture often began with the
sample essembly of components and gradually progressed until in some cases
extremely high percentageé of direct domestic production were attained,

" The relative reduction of imports.and :the change in their composition
had appreziable effects on the balance of payments, In the more advanced
countries of the region it seems that a low import coefficient, with imports
comprising mainly: essential intermediate and capital goads, meant. that these
countries! external vulnerability did.not necessarily. dggfgggg as a result
of import substitution, but that it changed in character, once the first
stage of the process had been campleted. The countrles axe now vulnerable;
not because they are dependent. on an appreciable volume of supplles from
abroad, but because of the strategitc nature of their imports,

Import ccefficients dzclined to varying degrees in the different
countries, Argentina, Brazil and Mexico, which had already attained import
coefficients of less than 10 per cent, have made considerable progress in
import substitution. Consequently, in recent years the decline of the import
coefficient has been arrested and it is ncw tending to stabilize or even to
increase. Moreover, it is apparent from official pronouncements and the
coefficients implicit in the development plans formulated in recent years

that the intention is to increase the import coefficient.

/Table .2
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Table 12

%0 .. LATIN AMERICA: IMPORTS OF SELECTED GQODS AS A PERCENTAGE OF.
| SIGNIFICANT DOMESTIC VARIABLES of

. B TN

ST
1

Cowse agss " 1960

1965

“Imporfed ednsumer goods as a. pefsemtaga.- . L. o o o co e
of totel sonstmption © 302 ' 301 2,8
Imported intermediate gooda as & 7 l
« . percentage:of grode :domestls . o, T S AR e
_product a.t markat prieas ;_y’ 55 ' 5¢5 _ 540

Inpoyted oapital gaods as e per&entage T
- - of groge fixed fnUestment - o 36430 T L 2940 o k8

.

2.8

5ed

a 20,8

. “oume: EGLA, on th-e basié of‘ offieial 's‘ta.tiati'sao:“ h

_/ n tne bas*s of figure" 1n dollars at 1960 prioes. For fhe mao *oeaonomio vaz*iablas, f.n‘.‘l’ii.rsialE

exchange Fates for oxports wore used. - Cubm, Halti and Paragusy are not 1.noludeda

b/  Insluding fusls, . - . i ool SRRC AT N ST e

-

Table 13

' LATINAMERICA; PERCENTAGE COMPOSFITON OF TOTAL IMFORTS, BY TYPES OF GOUDS -

o
. . ot
‘ a 3.

Lo 1955 1560

1965

: con'gumer‘éooﬂd - .- et H ’ . ' . '. .", 20-5 ." T . 19.6 Tas ) ‘: 19°9 21'3
* Raw gaterials and Intertiedimbe produste .. 39,6 - FUC WLB- - W28 o 48,6
Gaptal goods™ " oo 0 n39090 T 0 38a6 0 330 Lo 301

“"Potal lmports of goods . - T h L 100.0T ¢ 0 100s0° . - .-7100s0 -

I Py E - . ] .
. gt F o ! L i D e s N N . T

10040

Sourgat ECLA, on f.cil}e:,_t}g_a,‘._,q-of,etficia.l gtatisiios. |

a4
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In the countries whose effective markets are of intermediate size,
looked at in regionai terms, import substitution has usually retained more
of its original dynamism and the import coefficient is higher, some 11,6 per
cent in Chile and 27,3 per cent in Peru, 'However,'as in the larger countries,
in these countries toc the lmport éoeffiéient has a tendency to remain |
stationary, although at higher levels, which might be an indication that
import substitution is limited there because of the smaller size of the
markets, | _ ; _

Venezuela is a significant example. In the éarly nineteen-fifties
it was still in the very early stages of import substitution and was still
importing a large ﬁolume of consumer goods, ﬁuring the period under study
it made a good deal of progress because of a fairly deliberate and energetic
policy of import--saving industrialization. '

Table 12 shows the reciprocal trade of the Central fAmerican countries,
- The impact of integration was so great that the total imports of these
countries grew, despite the fact that the coefficient of imports from the
rest of the world (deducting intra~area trade), expressed as a share of
the product, decreased, The economies of these countries were fairly open
at the beginning of the ninsteen—fifties and followed two opposing but
conplementary trends: pne'wasAtowards expansion within the limited context
of the area market, and the other was to continue a.rélatively intensive
process of import—saving substitutipg‘for imports from outside the area.

In countries in which there wasAa more pronounced rise in the purchasing
. power of exports as a result of the emergence of new products (Peru, Ecuador),
or of considerable, é.’].beit tem'pc.)rary,r iricfeases in 'expc.)rt prices (copper in
Chile, tin in Bolivia), imports did rot contract proportionally, and they
increased more rapidly than in other coﬁntries; ‘This, however, did not always
result in a corresponding increase in the stock of capital or impetus to
development, Imports of intermediate and.capiﬁal gdbds grew'mbre than
imports of consumer goods because of the process of imports substitution
in these countries, although in some cases a large part of the increase in
the purchasing power of exports was used for increased imports of consumer

goods,

/The fact
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The fact that the import coefficient is not declining does not mean
that import saving has nol been on a very large scale in certain economic
sectors, Demand for imported goods tends to grow more rapidly.than the
gross-domestic product and this offsets import saving in the sectars in
which it is an important_faptor; For, as the gross domestic product
increases, the demand for final consumer goods increases in different
proportions, depending on the. sector producing the_goods concerned,.
Generally speaking, the demand for manufactures with a high imporf‘
coefficient, either directly or indirectly, tends to rise more rapidly.
Hence, if the import coefficient of each and every sector of the economy
. remained constant, the coefficient for total imports would increase.
Moreover, if in a given period total imports maintaln a constant ratio
to the product, it would mean that there has been import substitution on
a fairly large scale in some gectors which is offsetting the. trend of
_ demand. _ | .

Turning to future prospects for imports, it may be sai& that, since
import substitution has made reasonable progress to date,,if cannot be
. anticipated that it will lead in the immédiate future tp‘a reduction in
" the relative need for imports on quite the séme acalg,_'iﬁponf restraint,
on the other hand, is already quite consideraﬁleﬁand waé.initiated during
_ periods of critical shortages of‘foreigh ¢xchange,_phiéfly‘Wiﬁh‘reépect to

capital goods. This means that if, in the fugyré,,it is wighgd to increase
the growth rate of the product, it will nbt be possible to limit imports
of capital goods to quite the same extent for thls would lower rather
.than raise the growth rateo Curtalllng.lmports, elther through substitution
or through restra;nt, cannot be “elled upon &s much in the future as it has
in the past to prevent recurrent deflclts on the commerclal balance. The
tendency of.thg‘import coeiflgient to stabilize or increase in the larger.
countries of the region notéd earlier is very si%gificant in this respect,

/5. External
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5» [Bxternal financing

During the period considered, imports grew at a faster pace than the
purchasing power of exports, despite import substitution.™ As a result
of the relatively sluggish growth of exporfs and the need for imports from
ébrbad to pfomoté”&évelbpﬁénfg'there was a trend from the mid-nineteen~fifties
omvwards towards a trading deficit which, in Latin America as a whole, totalled
an annual average of 207 million dolliars at current prlces over the period
195066 and represented approximately 2,9 per cent of the value of exports
over the period, Throughout the fifties, capital inflows grew substantially,
and this enabled Latin fmerica to operate with an adverse trade balance.

. Over the period 1950-59, the deficit was an average of 177.5 million - ¥
annually, some 2,8 per cent of the value of exports (see table 14),

Gross capital inflows grew even more rapldly, partmcularly from
1955-59 onwards, since they were needed to cover not ornly the tradlng
deficit but also their own servicing costs (see table 15),

The large volume of the accumulated debt, with its acompanying high
" level of servicing, meant that during the nineteen-sixties some countiies
- had "to pursue @ policy of loan repayﬁent or at least of loan restraint,

A3 a result, several countries tended- to -have trading surpluses so that they
could make repdymerts'to reduce their obligsticns, 'Consequertly, incréases
in exports did not always lead to a corresponding increase in importss

It is worth noting that the share of direct investment in total gross
capital inflows declined throughout the period, falling from approximately
LO per cent in 1950 to some 15 per cent in 1966,

=

This analysis excludes Venezuela, whose development was very unusual
because of the volume of petroleum investment. If the figures for
Venezuela were added in, they would distort the conelusions, which
are generally valid for the majority of countries in the region,

/Table 1L
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. Table 14
BATIN MIcmy-cman BALANCE, ANNUAL AVERAGES BY PERIOD
(l“ﬂll_,f.ons' of vdo.'.l'llsixra) '
. Exports of - .. Imports of . C:mmeroial
Partod . goods and gooda and ?%‘_‘E‘j”
| C ol s S ) Qo sezarfjoas SRR 'asx(vgﬁoes (3) .
. latin Amertoa (excluding. Venozuela) ' ‘ R
" 1950-1954 60130 . 670430 C 300
T 1855-1959 : - '8 570,1 S 689500 324,9
19601964 ° . 7 659.6 . . . B8.181.8 - 522,2
1965:1?966 ' 9 960,0 ©os . 95262 . 433,2
Le.ﬁn America ii_noll-tdin_g Yénezuale.) l
1550-1954 74855 : 7 0}!1.3_ . | . Ll 2
© - 1955-1359 -9 0087 . 8 770.3 -238,4
1960-1964.: . 1021000 . 96822 . . 5478
" 1965-1966: 12 W65 - A1 2657 -1 180.8

.- Souros: ECLA,'on the basis of date

g/ - Exoluding .Cuba and. Haiti,

o

in IMF, Balance of Payments Yearbnok, velss 8-19,

A /Table 15
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Table 15

LATIN AMERICA:E/ GROSS INFLGH OF FOREIGN COMFENSATORY AND NON-COMPENSATORY FUMDS, AND OUTFLCWS IN RESPECT
OF AMORTIZATION AND CTHER PAYMENTS AND REMITTANCES OF INTEHEST AND

- A © . PROFITS; ANNUAL AVERACES BY PERIOD

(¥.1lions of dollars)

Gross inflow of foreign eompehsatory and non-compensatory funds

Amort-
- - jzation N
: - Short- Other payments Remite et in?low
. Medium— haviy mit
: ; Madiun~  to 11abil- and othe : of forelgn
Pertod Direct- and long= ', i long- n:;f oontin- 1g1es op Cfficlal Total outf‘ldwsn Balanoe bt capi¥al %o
- torm non- . ompen— . the mone transfer oL ; " interest tnanc
inveat CORNBT—~ term ocm- compen- gency e of forelgn (8 9) and finance
ment a a‘l‘?:l vy pensatory satory - loans *ary peyments eoEpen- : profita impozta
' loans  1liabils . author- satory and (10-13)
lcans  ttdes . ities non-compen— -
. satiory
; - capital .
1) {2) (3) (4) (s) (6) (7) (8) (9) {10) - (11) (12)
latin Americe . | .
{exoluding Veneztielt?.)_ 7 . i o ‘ .
1950-195% L osy,1. 216.3 2243 93.1. 39.1 165.6 21.4 1 023.9 474, 2 539,7 837.4 10243
+1955-1959 W87 . 740.3 2571 167.3 7602 lz2k.4 9045 1 40,5 90455 1 03640 525.3 510.7
19€0-1964 450,43 1632.2. 5834 359.8 1744 72,9 1344 3 bo7.4 1 609.Y4 1 798.0 836,9 2611
1965-1956 518.3 1 840.3 583.8  392.0  157.4 21.0 178,8 3 691.6 2 446,7 1 24l4,9 1253.6 -3.7
tin Anerioca ' :
(inoluding Venezuela) _ , 7 )
19501954 344.0 217.8 221443 L? 1024 39.1 168,0 21.5 11171 Lol .8 622,3 7902 -256.9
1555-1959 Boli,1 899.9  277.0 203,3 _ 762 . 126,1 90.6 2 47,2 1 68,0 1 409.2 1 223.5 185,7
1560-1264 450,39 1 670.3 699.7 . 1382,5 1744 73s1 136,0 3 586,3 1 9l7.3 1 639.1 1 Lsée,8 181.9
1965-1966 55743 1949.8  583.8 421,0 157.14 37.0 1828 3 889.1 2 506,7 1 382.4 1 981.6 ~599,2
Séume: ECid, on the basis of data in IMF, Belanas ut'Pgiménts Yearbook, vols, B~19,
a/ Exeluding Cuba and Haiti. &
@
LWS]
'_l
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One indicator which reveals the extent to which many countries had to
import more than tﬁey exported - as a result of de facto situations which
were not part of aflenémterm planning trend -~ is the feEtftﬁet throughout the
period compensatory loans accounted for a large share of Latin Americafs gross
capital inflows . This meant, that countries were frequently unable to finance
the volume of 1mports that they néeded ard had to seek flnan01ng from
commercial banks and monetary authorities. The relatlvely short repayment.
pericds and high 1nterest rates of compercial . loaq; meant that payments in
respect of shortnterm loans in many cases caused severe stralns eon the
balance of payments of some countries in the reglon°

During the nineteeﬁ—sixtiesFthe:eituatien tended to improve. because
of refinancing + whish extended repayment periods and consolidated and
‘re-organized debts - and also through international machinery - chiefly
connected with the Alliance for Progress - whlch endeavoured to programme
capital 1nf10we in a clearer and more definite marrmer eo as to: meet the
longer term needs of development programmes. )

Reflnan01ng of leans, however, could not prevent the volume of debt
servicing from 1ncrea51ng each year, in many cases to very’ hlgh 13V913n

A1l thls, added to the large inflow of capital in the nlneteenmflftles,
meant that amort:.zatlon payments and the payment of 1ntereet on foreign )

v

capital grew considerably; both in ahso;ute value and as a proportlon of
exports, Table 16 shows that average annual amort&zatlon pajments rose .
from 47k.2 million dollars durlng the period 1950-54 to 254554 '? million -
in 196566, Over the .same. perlod annual remittances off 1n$erest and .
dividends were L37oh and 1,253.6 million dollars reSpectrvely. This meaht7
that the total amount paid each’ year to service foreigﬂ capitai grew from :
911.6 million dollars in 195054 to 3,700.3 million 1n 1965—66 This was

much greater- than the growth in the value exports, which rose from '
6,013 mlllion dollars in 1950-54.t0 9,960 mlllion in 1965~66o

The result was that the total amount pald to service forelgn capital
represented appraxlmately 37.2 per cent of the value of exports in 1966, as
opposed to 15 2 per cent 1n 195054,

These ‘average flgurée for Latin America do not reveal all the seriousness
of the problem since in some countr1es the ratic of total serv1cing in respect
of amortlzatlon, interest and preflts to the value of exports was well above
40 per cent and in Brazil, for exmmple, it was close to 50 per cent.

/Table 16
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FOREIGH CAPITAL SERVICING AS 4 PROPORTICN OF TCTAL EXPORIS,

Foralgn sapital servicing

. Co~afficient
Expoptg of foreis;n
Amortization : ) PR - capital
Seriod payuments and Remittances of goods serviosng
other outflows of interest <. Total e o e o
forelgn ootpen- and ota serv-ces (pe_o:r;ta,,e
satory and non- . profits - exporis )
sompensatory \
capitel : (8
(1) (2) (3) O (5)
latin Americe ({exeluding
Vonezuela)
1950-54 Wk, 2 437,4 911.6 & 013.0 . 15.2
"1955-59 04,5 - " 525,3 : 1 429.8 6 570,1 21,8
1960-64 16094 . . - d36.9 .2 Lhg,3 7.659:6 " 31,9
1965-66 2 4h6,7 1 2536 3 7003 9 960,0 -57.2
Iatin Amsrica {1insiuding R
Venezuela )
Lo L ' - . L .
1950-54 ' hol8 879.2 " 1970 7 46,5 18,4
1955-59 1068.6 12235 2 29005 9 008.7 25.4
1960-64 1 947.3 17 456,8 3hokl " C T 10 211,0 33.3
2506y 1 488,3

1965-66

1 981.6

12 BLE,5 36,1

_S_guroe:'EC'LA, vh the busis of dets in f}ﬁ‘, 'Bala.nbe'lof'f’y'- ments;'x’e'arﬁb.bk, vols, 8-19,

8/ Exoluding Cuba and Haiti.
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B, PROJECTIONS_FOR 1975 AND 1980

1. Grouth tarsets for Y pEU nd ssiumptions™
used in the Erojectlogq

(a) Crowth targets for the pvoduct

T In the projections, three growth - targets were asaumed for the aggregate

g:gross domeatic product of the Latin Amgr;can countries, both as a group and

-.individually, The targets adopted apply to the ninsteen-seventies, assuing
that in the remainder of the present decade the rate of growth will be

much the same as hitherto,

* The three amnual rates adopted"ﬁere 6, 6,5 and 7 -per cent. The
prosent section analyses the effects of a growth target of 6 per.cent for
the aggregate gross domestic product, i.e,, an annual per capita growth =

“.‘rate of 3 -per cent, The per capita rate is not the .same for all countries:
~’'in the region since it depends in each case on population increase. The
--effects of growth rates of :6,5 and 7 per cent will.be examined in later
‘. sectionsg. - R S e RRSEE N
(v) Export trends e ionde e b
In order to determine the growth rates to be assumed for exports, s

.each country was examlned, and a separate analys;s was made of both past N

sbrends and future prospecta for each major traditional export in terms of i
c.eyolume and prices, also bearing in mlnd, at a slightly higher Jlevel of h
Vsaggregatiog, JYhe grow+h‘possib111tles of nonmtraditlonal exports, Thia

RE NP P

was the basis on which the hypothesis for the purchasing power of exports,
was worked oute taking account\ofnﬁﬁé‘éffects of both volume and prlcaSo::il
In this basic hypothesgis, it 1s assumed that, in llne with recent .
trends, the rate of growth of exports of manufactures will be qulte hlgh in
some of the more advanced countries of the region, However, it is assumed
aleo, that there will be no massive change in exports of manufactures such
as would compietely change the size of the manufacturing seclors! share in

total exports.

/Table 17
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Table 17 shows the assumed growth rates for the purchasing power of
exports by country. The basic hypothesis for the growth of the purchasing
power of exports wae”designated hypothesis B, According to this hypothesis,
the purchasing power of exports would grow by 3.6 per cent annuelly‘between
7 l966 and 1975, by 3.9 per cent between 1975 and 1980, and by an average of
347 per eent'betweén‘l966 anh 1980,‘ The individual studies on which the

export growth rates adopted in this hypothe31s were based are included in
other documents which are nearlng completion,:

Under thie basic hypothesis, it was assumed that the measures being
taken by five countries of the region that have been endeavouring to design
and implement more ambitious policies to foster the growth of exports
— policies which have alreedy been or are about to be implemented ~ will
achieve the results anticipated, These measures include the plans to expand
production and exports of copper in Chile, of manufactures in Brazil and
Mexico, and of tin and petroleum in Boll.\fia° lln the case of Costa Rica,;
which became a full member of the Central American Coﬁmpn Market mere
recently than the other member countriee, it was assumed that a ma jor
part of the effects of its membership would make themselves felt over the :

‘next few years.r' o

It was also considered-adviSable, hbwever-to make allowances for the

- p0831b111ty that ‘these polic1es mlght not fully achieve their objectives,

_An addltﬂonal hypothe51s was developed for these five countries, which is
‘shown in table 17 as hypothe31s A, in whlch the growth rates assumed in ‘-
_hypothe51s B for the five countries were replaced by the growth rates of
the volume of exports over the past decade (1955/57 to 1965/67), while’ fo“
the remelnlng Latln American counL ies the rates used in the: basic -
hypothesis (B) were maint .ained, This led to the formulation of a new
hypothesis, in which the average ammval rates of growth of the purchasing
power of exports in Latin Awerica as a whole would be 2,9 and 3.2 pef cent
over the periods 196675 and 1966-80 respectively. which are sémewhat lower
than those assumed in the basice hypothesis,

A comparison of basic hypothesis (B) and variant (hypothesis A) with
past trends in the growth of purchasing power of exports shows that the rate
of growth assumed in the basic hypothesis is slightly higher than during the
period 1955/57 to 1965/67, while a slightly lower rate is assumed in

hypothesis A, /
Table 17
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~ Table 17
LATEN AMERXCAY HYPOTHESES POR THE FUTURE GRGITIi OF THE FURCHASING POVER OF EXPORTS
. BN 'T(Par‘f.vantages)l“ o .
. :'E;‘gport traﬁda i - moth‘e—sé.'é for'proja'otioiw'. of the ;allu"oha.sing pwar of eoxports
.. over the perfoed . T T e ‘ : I
1955/57 %o 1965/67 A B ¢
Volume FUrohesing = 1966 1975~ . 1966 1966. 1975~ 1966~ 1966. 1975- 1955~
power 1975 1980 1980 1975 1980 1gBo 1975 1380  1gdo
i‘!r;gan'tina K R LF;&} 5.7 - '2,9_ : 3.8 . 2.3 2.9 3;8 3.3 ! 3.5 : 308 306
EBolivia . koéﬁ/ 7039/ IBol} L‘as . 3n9 ) 5.9 353 th_ 6:\"} L 5'3 600
Brazgl - - 338/ - 0db/ 0 33 3.3 3.3 4.0 Lo ko 50 5.0 500
Cen'f:.:t'a;]. Amerioa ) . o
Costa Boa 7 5.8y M0y 5.0 5.7 5.3 7 k3 63 77 W9 67
El Salvador S 78e/ - Se20/ - 3.6 35 5.6 3.6 3.5 306 4.l 4,1 4:5
Guatenala 8.4d/ b0/ L9 W7 B B W7 LB 5.6 6.0 5.7
Hohdures bo3g/ W6/ L7 b2 25 L7 M2 25 20 51 3.}
Nionragua 994/ 9.5¢/ 5.1 5.5 5.2 5.1 5.5 5.2 5.5 6.3 5.8
Chtile 47 » 6.i& ;Jz ' 'u,9 é.s 4,1 3.9 40 7.8 5e2 6.8
Colombia - 2.8 0a5 37 57 3.7 3T 37 3.7 5.2 3-3 4.5
Dominican Republic 4,24/ 2.14/ 3.2 3.5 363 Ja2 35 . 33 3.6 4.5 3.9
Bouador . 502 309 baz 35 39 M2 35 35 56 M7 Mg
WBX*-GEO ) '.309 L‘ol 362 : 20’9 391 L tl:»?‘ 1"‘.6 " q’oa ‘6°I+ 553 505
Pename. co3e0. B 805 Be6 Ba5 .1 505 Be6 55T 6ol 6.6 6.5
Pﬂmguﬁyl l 6::3 308 L|°5 q‘gé "}96 ] l‘h,S o A‘{», 6 _4.6 631! ?ol 6Q7
Pory . 7.2 TB.8 0.8 549 2.5 087 5.9 2.5 ko1 k.3 4,2
Uruguay L8539 361 - w30 3l Zele 30 . 3l %6 40 3.8
Veneziéla oMb/ 028/ 2 3.0 26 24 3.0 2.6 31 . Ml 3h
Totad . . ,-.'"‘.‘.'-*:‘,;.-ﬁ L33t 203 - 3T 32 0 306 T 39 37 0 MB T M7 M7
&/ Period: 1957/59 to 1965/67. . IR . e T T,
b/ Pertod: 1954/56 o 1964/66.. ‘
o/ Pariod: 1953/55 to 19_6'%/6&
&/ Pertod: 1950/52 to 1964/66.

S oy .

/(e) ot



E/CN.12/831
Page 37

(¢} ZImport trends

Generally speaking, it was assumed that the relationship between
imports and the growth of the product and of gross fixed investiment,
would remain the same as during the period 1950 to 1966,

It was assumed, therefore, that the import substitution process
of past years would continue at similar levels in the future, As noted
above, import substitution has fallen off somewhat; in some countries in
the region in recent yearé, and if the trend continues it might mean that
import coefficients, instead of steadily declining, would tend to become
stabilized or at least to decline more slowly. If that were to happen,
the volume of imports in the years analysed might be higher‘than pro jected,
It is also clear that, since the import coefficient for investment is |
greater than for intermediate and capital goods owihg to a gimilar lack
of progress in substitution of imports of imported capital goodé, the
structure of demand Ghanggs.and investment becomes relatively more
_important when a higher growth rote is assumed for the gross domestie
product. Hence, even with no change in anticipated trends in the import
coefficients for each type of goods, the result would be a relative rise
in imports, because of the change in the structure of demand.

(d) Savings and investment trends . .

The projections assume that in the future the ratio of savings to
gross national income will remain the same as during the period 1950-66,
In working with the functions used in the projections, some importance was
given to the marginal propensity to save.; : A :

.Generally speaking, for many Latin Americen countries the figures
for the-margipal propensity to save deriving from these functions are
higher. than the figures for the average propensity to save. Using these
functions therefore involves the assumption that as income rises the

proportion of domestic savings will also rise,

g/ The functions used for each country and estimates of their corresponding
parameters are shown in annex A.

j/ The functions used for each country and their corresponding parameters
are shown in annex A, B

g/ There are, of course, some exceptions to this generalization in which
marginal propensity to save is lower than average propensity to save.
These are showvn in annex A

/It was
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It was agsumed that, as has been the case hitherto, capacity to
generate increases in the product will continue to be closely linked to
the level of gross fixed investmeént, This relationship is expressed by
‘the capitaléoutput ratio, which for purposes of the projections was
determined for eaéh~of the countries on the basis of movements in the
relationship between the product and gross fixed investment over the
period 1950-66, The values obtained for the capital~output ratioc' were
affected by the past under-utilization of productive capacity. The
coefficient of utilization of installed capacity could be improved if
certain policies and measures, whose effects were not taken into account
in these proJjections, are adopted. However, in the specific cases of :
Argentina and Uruguay, where the capital~output ratio has been too low
in the past, it was assumed that the ratio would rise as compared with
the pericd 1950-66, ‘

2« Results of the projections taking a growth taveet of
6 per cent for the gross domegtic product

- Using the hypotheses outlined in the preceding section, the potential

irade and savings gaps or éurpluses corresponding to an amnnual. growth target
of 6 per cent for the product during the nineteen-seventies can bg determinzd.
(a) The Qoﬁgngial trade gap . . o

If estimates are made of exports based on thé baSié hypothésis (B) and
the variant, hypothesis A, and of imports based on the criterla autllned
above, and a comparison is made of their respective volumeu 1n 1975 and
'1980, it is possible to determine. the potential defl"lt or surplus on the
commercial balance that will occur if these- aSaumptions are borne out, by
eventsn The deflclt has scmetimes been termed the "trade gap", which can
be deflned as the difference between the value of 1mports and the purchasing
power of exports in.a given year,:

Taking each country in the region 1nd$v;dn&lly, 1t was found that mosb
countries would probably have a trade gap in 1975 and 1980, whlle a few
would have surpluses on their commercial balances. It may be assumed that
the export surpluses over import requlrements of the latter will not be
transferred to the formefr, but will be uéed to achieve higher growth rates,
to accumulate reserves, or to promote more liberal impori policies. Hence,
the present ssection divideslcouhtries'intb two groupst: those expected to have

: /a trade
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a trade gap iﬁ the period covered by the projections and those expected to havg
a trading surplus. The following paragraphs refer to the first of these groupss
 The progected trade gaps areé glven in table 18, The table shows that;

using basic assumptlon B for exports and teking a target annual growth rate

of 6 per cent for the produqt, fifteen countrles would have a trade gap
totailing 1,629 million dollars in_valﬁe in‘l975, while in 1920 sixteen
countries‘would have a trade gapﬁef 2,886 millien dollars. = This would
represent 14.1 and 19.3 per cent respectlvely of prOJectedlexports for

these years. It means that achieving a 6_per cent growth rate for the produet
will depend on the possibility offclosihgtthe trade:ng, which as can be seen;
is not only extremely large but inereaSes progressiyely over time. In other
words, the problem of the trade gap will become woree'in the future,

: If'hypothesis A is used for exports, instead-ef;hypothesig B, for the
flve‘countrles that have been applying expert promotlon pollcles, sixteen
countrles in 1975 and seventeen countries in 1980 weula have a trade gap
of a- total value of 2,410 and - A,TBO m11110n dollars respectlvely (see
table 19) This would represent 16 9 and 23.3 per’ “gent respectlvely of
exports, ‘Under hypothe51s A the problem\ls clearly more serious than under
the basle hypothesis. { : '

Thls analysis of, the trade gap dlsregarda the effects of servicing
foreign capltal and the externel debt 1n Lat:.n America., Slnc:e the current
externzsl debt is very large, the cost of gerv101ng 1t is very high compared
with the ‘value -of exports, ThlS means that, . given the size'of the existing
debt, even if there were no new 1n;lews of forelgn capltal . and obviously
1nflows will be needed to cover the trade gap - it would be- necessary to allow
for the amounts needed”tq_cover servicing at its current level, In order to
illustrate the cembined_influence of the two faclers, a hypethesis was worked
out in which it was aseﬁﬁed that the trade gap and foreign capital servicing
would be covered by fresh inflows of foreign capital and that these inflows
would be on the same terms repayment perlods, interest rates, etc. as have
prevalled in recent years, On this basis an estimate was made of the total
amount payable in respect of profits and interest in 1975 and 1980, A separate
estimate was made of the botential amount of ‘amortization payable in respect

of the external debt in-those'years, using the same hypothesis,

/Table 18
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Table 18

. _ﬁ_ wwm m\mnm. PO’I'ENTIAL BALANCE-OF-PAWENTS ‘DEFICIT oa SURPLUS OM CURREN? ACCOUNT BY -
- 7o s o GROUPS OF coum&ms, 1975 AND 1980 : :

Lo , Annual gmwth f-a.rzet of 6 per cent for the gross domestis prcd..xct in the
g ‘ n*ne%een—-aeven‘.ies utilizing besia aesump'ticn B for 63(]701"59

{l‘iillions of dollars at 1966 prices)

e

Potgntia.l balanoe-of -payments dofleit or

Pu'bentia-l halanee-of»payments defioit or

surplus, 1§75 L S * surplus, 1280
Cai r = I Potaential : . . Po‘.zential
L v net remit- o ' ret remit- .
Number of., Potential tanves of Total Number of Fatenolal tanges of Total
gountries COBmereial intoreat e . ooumipies  ommerelsl interest
_n77..  balance and o veE balanes - end
s oo - profits ’ profits.
Subutetal; Countries with potenttel . = L o : . : '
defiolt in their ocmmercial balsnce 15 . 67%5.1 2 205.4 . -3 834.5. - 16 2 Bé5.8 L 37,2 66370
Sub-fotals Countries with pbteﬁf.’\al' F . I . ’ :
surplus on their cozmercial talance. igv -59%.3 . 1.556,0 T OB46,7 2 ~799.2 1 958:9 1 159,7
: Potel | .. . - ‘_1_{3_ 719.8 3 761.4 h4gl2 18 2 066.5 5. 730,1 . 7 756,72
o= -

Q% o5e]
1€8/21*ND/T
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Table 19

LATIN AMERICAs POTENTIAL BALANCE-OF-PAYMENTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT BY
GROUFS OF CCUNTRIES, 1975 AND 1380

Anpual growth target of Slper oent for the gross domestia produot in the
 plosteonvaeventiae utilizing assumption 4 for exports

- {Millions of dollars at 1966 pricea)

. Potenttal balance-of-payments deflcit or Pobential balanco~of~paymonts defisit op
: - surplus, 1975 ’ aurplus, 1980
: Potential C Potontial
Potentiel net remit- : Potential net remif- -
Nuwber of +anesas of Numbep. of + r
ocuntries commersial interest Total sountries sommerajal %g'gg:egt Total
balanoe : balance
and . and
. profits . profits
Sub-totalt Countriss with potential - e
dofiolt in commeraial balansa : 16 2 409.6 .3 1254 5 535.0 17 4130, 5 W12,0 9 543,21
Sub-total: Countries with potentisal , ' ' '
surplus in ocmmersial balanse ‘ 2 ~73%.1 917.9 176.0 B 1 ~67247 1 116.4 W3.7
Total 18 1 67045 4 o43.3 5 713.8 18 3.U57.4 6 _528,4 9 585.8

T% od=d

Te€8/2T°NO/E
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The results of this hypothesis, coupled with hypothesis B for
exports and a growth rate for the product of 6 per cent, were as follows:
in 1975, countries with a trade gap would have to pay a total of
2,205 million dollars in respect of profits and interest, This would
represent 19 per cent, or, if added to the trade gap; é total of 33.1 per
cent of the value of exports. In this case the ‘incidence of payments in
respect of interest and profits is substantiallj.greater than that of the
trade gap. This is in line with what has happened in rccent years in many
Latin Americen countries, in which, owing to the accumulation of the external
debt and the relatively unfavourable terms on which loans have been granted,
the incidence of external debt servicing has been so great that it could be
offset only by a surplus on the commercial balance. '

The corresponding amount payable in 1980 in respect of profits and
interest by countries with a trade gap, utillzlng the same hypotheses. would
total 3,771 million dollars, or 25.5 per cent of the value of exports.
Compared with 1975, the total has increased not only in’ absolute terms but
also as a propertion of the value of exports, thus shcwing that the problem
becomes more serious with great rapidity over tlmeo

With regard to the countries which in 1975 and 1980 are expected to
have a surplus in their commercial balance, the amounts they would have to
pay in respect of interest and profits are so great that; desplte their
favourable ccmmercial balance, they would have a balance—of—payments -
deflcit.é- Even if these countries received no- new capital inflows they
would tend to have a balance-of-payments deficit owing to the amount
they would have to pay to service existing capital,

Using the same hypotheses; amortization payments in respect of the
external debt for the ccuntricsgwith-; trade gap would be 1,323 million
dollars in 1975 and 2,360 millitn in 1980, This is in addition to payments
of interest amd profits .and tﬁecpotenticl trade gap.

2/ A balancew~of-payments deficlt, in'the accepted definition, comprises
the deficit in the commercial balance plus the value of remittances
of profits and interest, o .

: /Besides considering




E/CN.12/831
Page L3

Besides considering the situation for the countries with a trade gap
as a group, it may be useful to consider that each country!s trade gap
would be in order to appreciate the scope of the problem in the region as
a whole, Using hypothesis B, nine countries in the region would have a
trade gap in 1980 equal to or exceeding 20 per cent of the value of their
exports, while two countries would have a surplus, This means that this .
is a serious problem in nearly every country of the region (see table 20),

In 1980,'the potential bal ance~of~payments deficit on current account
in eleven countries would be equal to or exceed one~third of the value of
exports, and in all countries except one it would be above 10 per cent
(see table 21).

(b) The potential savin

Assuming that the growth rate of the product is 6 per cent and that
domestic savings evolve in the manner indicated earlier, in 1975 investment -
requirements would outstrip domestic savings in sixbeen countries of the
region, with a gap of some 5,647 million dollars. In 1980 the same number
of countries would have a savings gap, which would then amcunt to
7,247 million dollars., These amounts would represent 23 and 22 per cent
respectively of the total gross investment required in each of these
years (see table 22). |

Looking at countries individually, it was found that in 1980 twelve
countries would have a savings gap equal to or exceeding 20 per cent of
the value of their gross investment (see table 23),

This structural savings gap can be tackled either by increasing
domestic savings or by reducing the need for investment through nore
intensive use of installed eapacity, or by bringing in additional external
savings to make up the difference, The role of capital inflows in clcsing
the gap should be lecked at in terms of the sectors in which investment is
required and in terms of the type of goods in which investment can be made
(whether or not they can be produced domestically). It may be useful, for -
purposes of illustration, to note that, if it is assumed that the potential
savings gap would be closed with additional inflows of foreign capital; the
volume that these inflows would have to attain in 1975 and 1980 would be
greater than that of the inflows required to close the trade gap. In 1975,
they would even be larger than the balance—of-payments deficit on current

account,,
/Table 20
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‘ Table 20

LATIN AMERICA: POTENTIAL COMMERCIAL BALANCE AS A PROPORTION OF EXPCRIS OF
GOODS AND SERVICES, UTILIZING HYPUTHESIS B FOR EXPORTS

Commereial bala;ioe

Humber of countries

Annual growth

Anpuel growth
as & proportion of target of 6 per target of 6,5 pep
exports of gdods oent for the oent for the
and serviges gross domastio groas domestio
{persentages) produst produst
: 1975 ~ 1480 _ 1975 1580
Countries \ﬂ.tﬁ e surplus 3 2 - 2 1
Countries with a deflsit 15 16 16 17
040 t0 9.9 8 ' 5 2
10,0 to 19.9 1 3 3 4
20,0 10 2549 2 3 2 3
30.0 to 3949 2 2 2 2.
40,0 to H9.9 2 1 ) 1
50,0 and over - 9 - g
Table 21

LATIN AMERICAs POPENTIAL BALANCE-CP-PAYMENTS DEFICIT OR SURPLUS CN CURRENT ACCCUNT 4S A PROPORTION -
OF EXPORTS OF GOODS AND SERVICES, UTILIZING HYPOTHESIS B FOR EXFORTS

Commeraial balanse

Mumber of oountries

Annual grwth ~ -hnnual growth
&8 & proportion of targat of 6 per target of 6.5 per
axports of goods oent for the sent for the
and aerviccs gross domestio gross domestie
(persontagos ) product - produst
1975 1980 1975 . - 1380
Countries with a surplus 1 - - -
Countries with a defisit 1% : 18 18 16
0.0 to 9.9 4 1 1 -
10,0 to 19«9 3 4 5 3
20,0 to 29.9 3 2 .3 3
30,0 to 3943 2 3 2 1
40,0 to 49,9 - 3 1 N
50,0 to 59,9 4 - 4 2
60,0 to €9.9 1 - 1 2
7040 and over - 5 1 5

/Table 22
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Table 22

LATIN AMERICAs POTENTIAL nmns'rin SAVINGS DEFICIT OR SURPLUS BY

GROUPS OF COUNTRIES, 1975 AND 1980

‘Annual growth target of § per ocent for the g-osa' domestie

product in the nindtesn-seventies utdilzing

hypothesis B for sxports

50 and over

1975 ' 1980 -
' Number of Millions of Number o2 ~ Millloms of
e :rio dollars at cu:n:ri: dollars at
CURtTLe 1966 prises ountiies 1966 prices
Subtotal: Ceuntriss '
vith a defiecit 16 5 646.6 16 7 M7.3
Subtotals Courtrises _ . ‘
with a surplus 2 ~100,1 2 ~2l249
Total 18 5 546.5 18 _7_OCelt
Table 23
LATIN AMERICA; POTENTIAL DOMESTIC SAVINGS DEFICIT (R SURPLUS AS A
PROPORTION OF TOTAL GROSS INVESTMENT » 1975 AND 1980
_ Kumber of acuntries . S
Annual growth targst of . Annual grewth target of 65
6 per cent for the gross per cont for the gross domess
Poroentagas domestio moduot o © t4n prroduat
1975 15680 1975 . 1980
Countries with a surplus 2 2 1 1
* Countries vith a defiolt 16 16 17 17
0 to 9.9 2 3 1 1
10 to 19,9 3 1 2 3
20 to 29.9 3 L 4 3
30 10 3949 6 3 3 3
4o to 49.9 1 L 5 4
1 1 2 b

/Whether the
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Whether the unfavourable tréndé'ih?tﬂe“écdnomg of the region, as
reflected in these calculatlons of the Jpotential trade and savings gaps,
can be overcome depends op a, number of faﬂtbux:‘s:ﬂ Tn the case of the tyade
gap, it will not be easy for ‘some countries to make nore rapid progress.
in planned import substitution if they operate exclusively on the basis of
irdividual domesfic‘marketa. Export, eipan81on, on the other hand, would
seem to be. a priorlty target for virtually all countries in the region,
Curbing imports of non-essential goods will only help to alleviate the
situation over the short term, With regard to the savings gép; it is
obviocud that virtually all the céuntries of the reglon must incrgaag
their domestic savings if they are to achieve a higher rate ofvércw{h; the
extent to which they must be increased will depend to some extent on what.
policies: are adopted, inter alia, to make use of idle capacity and to 1mprove
the capital-output ratie, It seems clear, moreover, that a substantlal
improvement in ths pace of growth at the kind of rates projected in the
present document would require, especially at the initial stages, an
increase in the volume of external financial assistance on. terms very
different from those thgt have prevailed in Latin Amsrica during the
nineteen~gixties,

An exemination of* the nature and scope of the policies that should be
adopted in Latin America relating to the econumlc growth factors dealt with
in these projections is outside the limited sccbe of the present document.
The problem has to be viewed as a whole in terms qf all aspects of
development policy; It also seems obvious that the general views expressed
sbove should be viewed in the context of the individual circumstances of
each country,

3. Effeects of r growth rate

In the preceding section, consideration was given to the poténtiai
trade and savings gaps resulting from an annual growth target of 6 per éent
in the nineteen-seventies, It was concluded that the external bottleheck
and the savings gap would reach very considerable proportions, This section
examines what happens to these gaps as the target growth rate climbs,

/Two possibilities
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Two possibilities will be considered. First., the trade and savings
gaps corresponding to an annual growth rate of 6.5 per cent will be
determined, and then the gaps correspondlng to a rate of 7 per cent; in
the latter case it is assumeéd that the trend of exports Wlll ‘be more
favourable and make rates of this kind fea31b1e.

Lastly, for purposes of illustration, an examination will be made
of the effect of annual growth targets of & and 6.5 per cent on the
assumption that the trend of exports will correspond, to these rates,

(a) ffect of an annual growth target of 6.5 per cent for the
gross domestic product o

It was assumed that the basic growth rate of‘exports, the trends

of imports,'savings and investment, and their capacity to generate increases
in the product, would be the same as for the previous hypothesis of a 6 per .
cent growth target. The effects of an annual growth rate of 6.5 per cent
for the gross domestie product under these conditions in the
nineteen—éeventieslare examined below,

It was found that in 1975 fifteen countries would have a trade gap
of a total value of 2,640 million dollars, while seventeen would have a
gap of a total value of 4,722 million in 1980: these figures would represent
2242 per cent and 24,3 per cent respectively of the value of exports (see
table 24), |

Comparing these figures with thoée for a 6 per cent growth rate
~ under which the trade gap would be 14,1 per cent of exports in 1975
and 19,3 per cent in 1980 —~ it was found that a change of only one half of
one per cent in the growth rate substantially increased import requirements,
which, if exports rose at the same pace, would considerably increase the
trade gap, even in relative terms. In other words, while the difficulties
in the way of achieving a 6 per cent growth rate are considerable, they
become much more serious very rapidly if the target rate is increased,

It should also be pointed out that, even if there were no new inflows
of foreign capital, the amounts payable in the future in respect of capital,
added to the trade gap, would attain proportions that would make the real
magnitude of the problem even greatera

/Table 24



E/CN.12/831
Page 48

~1 . Table 2%

LATIN AMERICAs POTENTIAL BALANCE~QPwPAYMENTS DEPICIT (R SURPLUS ON CURRENT AGCOUNT
BY GROUPS OF COUNTRIES, 1975 AND 1980

Annual prewth ;targg of C;S per oont for the grosa domesatls produst in the
* ninsteen-goventles utiliring hypethesis B far exporis

(Milllons of dollars at 1966 grim}

1375 | 1580

Fotentlal . Putentlal
-Kumber -Potentia): net remit- - - Number ~ Potenmtisl net remit-
of .commerolsl [enees of Total 6 oommerolal teroes of Total
sountries balanse sroas . - ;* Jalence ~ Interes
, ard profits scuntrles and prafits
Eahwtotals Countrien
with potential de- .
f101t en the oom- , L
meroiel balanca 15 2 640,22 WB0.7. 5 12249 17 - W 7216 5 50He6 10 22642
Sfdbntotals Countrice f
with potemtial sirplus
cn the commersiul o . .
balanse "3 87727 1 5833 90546 1 87,4 11546 6672
Total 18 1 96245 4 oé4.0 60265 28 . Madd.2 - 66592 10 8994

/It is
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It is also noticeable that, assuming a 6,5 per cent growth ratse,
eleven countries would have trade gaps in 1980 equal to or exceeding
20 per cent of the value of their exports (see table 20).

Using-the same hypothesés, seventeen countries would have a savings
gap of a total value of 8,180 milljon dollars in 1975 and 10,956 million
in 1980 (see table 25); 'These figuresgwould\represent 2heT and 24.) per
cent respectively of gross investment, compared with 23 and 22 per cent
for a 6 per cent grcwth'rate, showing tﬁat a very much greater effort is
needed to move from a 6 per cent to a 6.5 per éént growth rate,

(b) Effect of an annual growth target of 7 per cent for the
gross domestic product

" As seen in the Pfeceding section, as the growth rate fo:_the product

rises the trade and savings gaps widen very rapidly. It would therefore be
entirel&:beyond the capacity of the Latin American countries to achieve an
annual growth rate of 7 per cent unless certain radical changes occur, ’

Hence, to analyse the potential trade and savings gaps applying 7 per cent
growth rate, 1t was assumed that the trend of exports would be more favourable
than under hypothesis B although still within feasible limits. This, in

turn, implies that energetic export promotion policies would be adopted with
some likelihood of success, in terms of both domestic supply and the

probable absorptive capacity of internatiénal markets.

The exports of each country were analysed on the basis of these
assumptions, which ylelded the annual growth rates for the periocds to 1975
and to 1980 shown in table 17 on the basis of hypothesis C, Separate
analyses were made for each of the traditional exports of each country,
and also for non-traditional exports, with special emphasis on manufactures.

The other variables (imports, savings, investment and capacity to
generate increases in the product) were maintained at the same levels as
in the 6 per cent hypothesis,

Given all this, an amnual growth rate of 7 per cent would mean a
trade gap in fifteen countries totalling 2,983 million dollars in 1975
and in sixteen countries totalling 5,193 million in 1980, These figurss
would represent 23 and 31.8 per cent respectively of the value of exports.
Despite the assumption that exports will improve, here too serious problems
arise in attaining a growbth target of this magnitude (see_table 26),

/Table 25
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Teble 25

LATIN AMERICA: POTENTIAL DCMESTUCS SAVINGS DEFICIT OR SURPLUS EY CROUPS' OF

DOUNTRIES, 1975 AND 1580

dnnual growth terget of 65 per oa‘m‘ror "‘-thg__g-b'as demestis product

in the ninstecn-seventies utilizing* hypothaeis B for erpnt®a

195 1980
* - . s of © ‘Milltens of
Tunder of - Milllena of lumber of . N
“seunitries dollars at aountries dollers &t
1966 prives. - A : 11966 prices
'Sub-tata.la Gountries : _— o . :
vith & defiolt © 17 8 180.0 17 17 955.8
Bubwtotals Countries o ‘
.. vith a surplus 1 ) #1068 . | 31e2
10 984.6

Total 18 8 169.5 - ]

- [Table 26
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Tablo 26

LATIN AMERYCA: POTENTIAL BALANCE-OF-PAYMENTS DEFICIT OR SURPLUS (N CURRENFY ACCOUWD
BY GROUPS OF COUNTRIES, 1975 &ND 1960

Annuzl growth target of 7 per aént for the gross domestis produot in the
nineteen-seventies utilizing hypothesis C for exports

(MLllions of dollars at 1966 priees)

1375 1980

Potential Potential
Numbap of Fotentlal pot pemit- - Potal Numbor of Potential  net remit- Potal
sotntries 00Mmercial taneas of 0%8% sountries commersisl tances of
balancs intorest . balance . interest
and and
profits ) - profits
Sub-total: Countries
with potential
deficit on the ,
comtercial balanae 15 2 382,8 2 6044 5 58742 16 5192.5 U 992,0 10 1BU45
Sub-total: Countries
with potantlal
surplus ¢n ths
sommereial balance 3 -642.6 15758 - 933, 2 2 «353.7 2 056.8 1 70%.1

Total 18 2 340,2 4 180.2 6 520, 4 18 4 848.8 7 oN8.8 11 887.6

/Using the
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Using the same assumptions, there would be a savings gap of a total
value of 10,868 million dollars in eighteen countries in 1975, and of
15,030 million in seventeen countries in 1980; representlng 27.1 and 29,1 per
cent respactively of the value of gross 1nvestment (see table 27), From the
standpoint of savings too, very substantlal problems would have to be solved
for this growth rate to be feasible. Mbreover, the assumed higher growth
rate of exports does not change the situatlon a great deal, and a growth
. target of 7 per cent would require 31gn1ricant changes in the behaviour of
a number of the. variables involved,

(c)

In order to consider the effect on the size‘bf the trade gaps of a
higher growth rate for exports,-two hypotheses were developed according
to which the annual growth rates of the product would be 6 and 6,5 per =
cent in the rdneteen-seventies, and the purchasing power of exports would -
grow at the higher rate assumed in hypothesis C.

In the first case — a growth rate for the product of & per cent —
nine. countries would have a trade gap in 1975 of a total value of N
Y mllllon dollers., It should be recalled that under hypothesis B for
exports, using the same target gruwth Pate, fifteen countries would have'

a trade gap in 1975 of a total value of 1,629 million dollars. In other
words, if exports grow at a faster rate — although still within feasible
limits ~ the situation is appreciably improved,

Assuming a 6 per cent annual growth rate for the product and using
hypothesis ¢ for exports, eleven countries would have a trade gap in 1980
of a total valus of 1,591 million dollars,

Assuming an anmual growth rate of 6,5 per cent for the product, and
using the high assumption C for exports, fifteen countries would have a trade
gap of a total value of 1,630 million dollars in 1975, and sixteen would
have a trade gap of a total value of 2,916 million in 1980 (see
tables 28 and 29),

/Table 27
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LATIN AMERICA: POTENTIAL DOMESTIC SAVINGS DEFICIT OR SURPLUS BY GROUFS OF
COUNTRIES, 1975 AND 1580

Annmsl arowth target of 7 per eent for the gross domestls produst in the
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ninetecn-seventies utilizing hypothesis ¢ for exports -

1975 1960

Millions Mllions

of of
iy follere R0 dollam
et 1966 st 1966

prices prices
Sub-total: Countrles with a defioit ' 18 10 867.9 17 15 03043
Sub-total: Countries with & surplus - - 1 -14.7

Total 18 10 867.9 18 15 015.6 .

/Table 28
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Table 28

LATIN AMBRICAs POTENTIAL BALANCE-OP-PAYMENTS DEFICIT CR SURPLUS.(ON. CURRENT ACCOUNT
BY GROUPS OF COUNTRIES, 197% AND 1980

Armunl growth target of 6 por ognt for the gross domestie produst in the

ninsteen-saventiss utilizig‘ hypothesis C for sxports

(Mtllioms of dollars at 1966 prices)

1975 15680
.. Potontial Potantia%
C net remit- net remif-
' Numbop of Potential t:.noar:ma : T Numbep op Fotentlal T2 O Total
sountries oommerelal otal | ortrles SOmmersial
balanae interest balanoo interesat
Rt and and
ahe profits profits
Sub-totals Countries !
with & potential
defiolt on the _
conmerslal balence 9 70646 876.3 1 582.9 1 1 590,6 2 024,6 3 615.2
Sub~total: Countries
with a potential
surplus on the ,
sommercoial balanas 9 -1 253,5 2 660,6 1 407.1 i -1 752,8 2 884,2 11314
Total 18 ~5l46e9 3 53649 2 990,0 18 ~16242 Y 9088 b 74646

/Table 29
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Table 29
IATIN AMERICAs POPENTIAL BALANCE-OF-PAYMENTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT
BY GROUPS OF COUNTRIES, 1975 AND 1380

Annual growth target of 6.5 per oent for the gross domestis produet in the
gnetean—aevantieé utilizing hypothasis C for exports

(Milldons of dollars at 1966 prices

1975 1980
Potentlal Potentia.%
Numbep of Fotential net remit- Totel Number of Potentiel net remit- Total
f ota.
sountries oommersial Jancas of tries Oommeroial Fances o
°® halanee 1“1?::"3“ ountri®®  halanse th;SSt
profita profits
Sub~total: Countriss
with a potential
deflait on the :
sommersial balange 15 1 630.0 2 237.6 3 867.6 16 2 91k.4 3 782.1 6 £96.5
Sub-totals Countries
with a potential
surplus on the
soumeroiel balance 3 -932,8 1 598,4 66546 2 -9077 2 040,5 11328
Total 18 687.2 3 836.0 4 533.2 18 2 006.7 5 882.6 7 829,3

/APFERDIX
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APPENDIX

The statistics which served as a basis for chapter I.
are presented here by countries, :
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Table 4

LATIN AMERICA: POTENTIAL BALANCE-OF-PAYMENTS AND DOMESTIC SAVINGS DEFICIT
(R SURPIUS, BY COUNTRY, 1975

innual growth tapgat'or 6 rer oont fyr Bhe gwoss dnmastis
product in the ninsteen-seventlies utilizing the

pasle hypothesis {B) fnr exports

(Millions of dollars at 1966 prises)

Perosntage annual Patential balanos-payments defiolt
growth rate or surplus on &suprent scoount
Ceuntry Potential

Potential  jot pomite Domestlo

Period Expert Imperts dommersisl  tanges of Total savings

balance interest defioid

&/ and or

profits b/ surplus

Argentina 1966-75 346 7e7 235.0 29344 528.4 75848

Bolivia 1967-75 745 342 1.1 2741 28,2 85.8

Brazil 1966-75 4.0 549 186.3 72,8  899.1 11880
Central Amerioca

Costa Rica 1966-75 6,7 5.7 531 2740 80.1 7307

Bl Salvador 1966-75 3.9 55 11%.3 . .7 1540 7745

Guatemala 1966,75 5.1 7.0 84.0 4642 120.2 1942

Hondurss 136675 .7 3.8 -23.6 13.8 ~9.8 53

M caragua 196675 55 249 61 . 174 2345 3746

Chilae 1967-75 8.0 5.4 39.2 318.7 3579 532.6

Oolsmbia _ 1967-75 b4 745 276,9 - .218.3 495, 2 685.6

Dominican Republie 1966-75 3.2 ekt  78.8 W7 12345 184.0

Eouador 1567—75 l'|'.-3 4.6 2703 ]40.6 67'9 131.0

Mexien 196675 5.7 $.3 | =170.2 638.1 46749 ~76.8

Panama 1969775 546 6.6 . L . 51.2 B85.6 ~2343

Paraguay . 1967-75 545 6.0 Cha.3 13.6 5549 7840

Peru 1966-75 33 44 4352.3 © 39l 781.7 11043

Uruguay 1967-75 Jed 740 13.0 203 4303 263.8

Venozuela 1966-75 247 3.4 =715.45 04,1 188.6 - 1 362.4

9_/ Imports of geods and services, less purshasing power of sxports af goods and services.
b/ Including net privats transfer payments.

/Table B
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Tebls B
LATIN AMERICA: POTENTIAL BALANCE-OP-PAYMENTS AND DOMESTIC SAVINGS
DEFICIT CR suapws, BY COUNTRY, 1980
dnnual g-owth targ_ of 6 pop cant for the gress demastie _
produot 4n the nmataen-awenﬂ.es mui-:.ug
H@othesis B for exports
{Mi1llomo of da_ua.ra at 1966 prloeﬂ) )
" Porsentege ammual  Pétentlal balance-paywenta deficit
" growth Tete : o gurplus en surrent sciount
. L : Potential Domestie
Country Potentlal  net remit- savings
. oammeroial tances of Total defiolt
?eriod : Bport Imp?rta balanse _interest ot or
s/ and surplus
praofits b/

Argenting .« - 13751980 3.8 5.2 482.9 516.7 9996 7037
. Bolivia 1975-1960 4.5 50 2645 - 40.0 66e5 112,2
. Brazil 1975-1980 - 4,0 340 6848 98848 1 057.6 1 52b.4

 Contral America
Costa Rloa 1975-1980 he3 £.2 104,5 47.5 152-A0 ; 904
El Salvador '1975-1980 . 3.5 ~ Galt 24,8 81,7 296.5 111.6
Guatenala 1975-1980 . 4.9 6a2 150.8 63.7 214e5 17.7
Honduras 1975-1500 | 4o 645 Y3 1,2 18,5 72.1
Moaragua . 1975-1980 5e2 5e9 1.7 &7 364 48,1
Chile 1975-1960 36 6.5 278,4 51%.8 79342 424
, Colombia 1975-1980 .- a4 640 50047 ‘LboB,7 905,14 B61.6
. Dominican Republie  1975-1980 .° 3.5 Dkt 126.8 80.3 207.1 2491
. ‘Eouador 1976-1980 - 9.9 5.9 791 71a7 15048 - 182.9
_Hexieq | 1975-1380 - 5.7 5.l ~126.5 B4245 716.0 - =196l
Penama i 1975-1580 . 5.6 7e3 - . 66aD 8309 W3 - hSe5
. Pareguay 1975-1980 .. 5.5 - 647 7045 3249 103.4 121,0
Peru - 1975-1580 . 549 €:2 - 60,8 2664 1 371.2 10440
, Uruguay 1975-198A . 9,0 €0 5.2 95,2 110.4 37040

-Venezuale 1975-1980 . 3.0 .1 B872.7 1 116.4 uhs,7 2 13640

a/ Tmporte of gosds and’ services, less purshasing power of expor’ta of goods and sewices.

b/ Including net private transfer paymentss

/Table C
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Table O
LATIN AMERICA$ ‘mm»m'namnc_m..cr_pamms DEFIGIY (R SURPLUS,
BY COUNTRY, 1375
dnnuel growth target of 6 per cent réx:.l-t'h'o.-g-os'é domestis
predust in the 'n:l.‘na'toen'-sevan‘bieﬁl utilizing
hypothesis 4 for exporis
(Milllons of dnllara at 1966 prices)
Pergentage apnual - Potential balanse-of—payments deflelt
growth rate o7 or surplus on ourremt accoumt
_ Potentlel
Country Potentlal  net remit-
: ’ _ . sommereial  tancea of
Portod Exporte Inports balanca interast Total
and
s/ profits b/

Argantins 198621975 3.6 Yo7 23540 2934 52804
Bolivia ‘ 1967-1975 Ueb 249 46,5 - 3803 8.8
Brazil 1966-1975 33 59 3347 7355 1 079+2
Cortral imerica

Costa Rioa  1966-1975 5.8 547 7248 a7 10745

El Salveder 13661575 3.9 5e5 119.3 7 o 154D

Guatemala 1966-1975 Sel 740 84,0 3602 12042

Honduras 1966-1975 o7 2.8 -2346 13,8 -2+8

Nioaragua ~ 1966-1975 545 2.9 6a1 B A" . 23.5
Ohile 1967-1975 by 5.k 953.7 45640 80947
Colombla _ 1967-1975 3ol 745 2764 218, 3 Lshey
Beminloan Republle . 1966-1975 3,2 . 3.l 78.8 T Uy 1235
Esuador o 1967-1975 43 b6 27.3 . 4o.6 €7.9
Mezioo © 1966-1975. 3.8 4.2 Ah.0 . 74141 965.1
Penama 1967-19%5 . 5.6 7.8 L) . 5.2 8546
Paraguay 1967-1975 5e5 6.0 2,3 . 1326 558 :
Peru . 661975 . 343 4ot 432.3 - SHgb 787
Uruguay  1967+2975 3.1 740 13,0 203 33.3 -
Venezusla ) 19€6-1975 2.7 3L <7155 9ck,1 18846

&/ Imports of goods and servicss, leas purshasing powsr of exports of goods and serviooss
b/ Inoluding met private transfor payments.
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Teble 3
LATIN AMERICA: .POTENTIAL BALANGDSOP-PAYHENTS DEPICIT R sml.us,
: ‘BY. cmmn'f, 1985 ST
Annusl growth target efﬁ per ‘sent frn- the gross demestio
] 'protust’ in fhe rtpetsen-ssventies-utild zing
.- hypothelilg-A Far cxports . : - -
(Millidﬁé o2 ';loilars 5t '1966 prieas)
‘v - . = ... Parcentags annual . Potentisl balance-payments deficit
OO L e et T oayth pate .er surplus ¢n surrent ascount
B T o L o Potential
Country - Potential net remit-
: - T oommoroial tancen of T
Forled .. Beperts : Tmporta balanos Anterost Total
. . o - . ‘_a * L m
s/ profits b/
irgentine | 1975-1980 38 5.2 W2 567 996
Boltvia . 1975-1380 4.6 543 696 . 688 1384
Brazil | . 1975-1980 3¢3 300 L3  108L8 1 B34l
Contral imerica .
. O4ata Riea 1975-1980 5.8 642 1055 | 594 | 164.9 l
R Selwador 1975-1980 35 64 alu.é' o 8.7 29645
_Guatemale B 1575~1980 b9 642, 150.8 6347 21,8
. Henduras . 1975-1980 k0. 6,_.5__; 4y . a2 © 18,5
. Moaregua 1975-1968 542 509. 1.7 N7 364
Okile . 1575~1980 Y47, 65 59603 8372 1 43345
Colombla L 1975-198y 3l 60 500.7 L08,7 (9094
Dominican Republis ;. 1975-1960 %5 St 126.8 80.3  207.1
Eouador 1975-1980 349 5.9. 791 7.7 T150,8
Mexi oo - 1975~1980 3e9 51 6720 © 1 20045 1'87245
Pazans | 1975-1980 5.6 7.3 660 830 b
Peraguay ' 1975-1380 5a5 6.7 7065 32.9 1034
Peru. 1975~1980 569 6u2 folB 76604 I a7i2
Uruguay _ 1975~1980 3.0 640 13.0 2003 33i3
Venpzuela ... lo7s-1980 340 %1 -672.7 © 0 1116H ‘il

LR J 7 {104

_/ Imports of geoda ans sarvioes, less puuhasing power or exports 5f good aad aerviees. -
b/ Including net pri.va.to tranatav peymente
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Teble E

LATIN AMFRICA: POTENTIAL BALANCE-OFwPAYMENTS AND DOMESTIC SAVINGS
DEFICIT CR SURPLUS, BY COUNTRY, 1375

Annual erowth terget of 6.5 per oent for the gross domestis
product in the ninetecn-seventies thil:lzingl
‘hypothesis B for sxports s

(Millidns of dollars et 1966 prices)

4

Potential balance~of-payments

Persentage anmual deficit or surplus on

growth rate surrent account Domestio
: V" savings
Potential defiolt
Country . Potentlal net remit- op
Period . Exports  Imports ::E:ml ::::::S:r Total surplus
and
profits b/
irgentine 1966-1975 3.6 8.7 463.3 35940 82243 1 254.9
Bolivia 1966.1975 7lt 302 643 T 2T a0 104,8
Brazil 1966-1975 4.0 746 616.2 83747 1 453.9 1 7061
Central Amerdica
Costa Rioa 1966-1975 6a7 6a2 68,0 2941 7 93.1
El Salvador 19661975 349 5.9 136.6 37e2 17348 101.1 -
Guatemals 1966-1575 5al 8.2 13545 4645 182.0 525
Honduras ‘ 1966-1975 47 by ~12.7 13.8 lel 714
Nicaragua 196641975 545 Jeb 1745 19l 3649 h8e5
Chile 1967-1975 8.0 5.8 - 7642 32346 400.5 710.8
Colombia 19661975 Ju 7.8 - 30544 22143 52647 8474
Deminicen Republio 1966.1975 3e2 . 348 88.9 195 R 13540 22346
Ecuador 1967-1975 4,3 5.1 394 43,0 824 16540
Méxdoc 1966-1975 547 b7 “7145 659.9 5884l 31,0
Panams - 1966-1975 5e6 643 L6k 5245 98.9 -10.5
Paraguay ‘ 19671575 5.5 7 Gt 4646 14,2 60,8 1071
Paru 1966-1975 5e9 545 572e2 40243 97445 2Ulieé
Uruguay 1967-1975 31 7.3 2140 2l Lz.1 32945
Venezuela 1966-1975 2.7 440 . -593.5 909.6 316, 1 80846

g/ Imports of goods end sewioes,' loss purchasing power of exports of goods and services
b/ Ineluding net private transfer paymentss

/Table F
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LATIN AMERICA: ‘POTENTIAL BALANCE-OP-PAYMIRTS AND DOMESTIC SaVINGS
. .PEPICIT OR SURPLUS, BY COUNTRY,. 1980
Annual owthtar % of éu5 por c‘en't'_i’o'r-tha' j qéar-doﬁei;"fio
product’ in the nincteen-seventios utilizing
" hyp fd;th'e'sts B for eggbr_ts )
o “(Millions of-dolil_n-a. at 126'6 g' r“iaas)
o ‘Psfrbenta.ge annyal Potential balanoe~of-payments
- owthra to © defiolt or surplus on
& - ourrent acoount Domeatio
. savings
Country . ' o Potential defieit
' ' Potential not remit- or
ooumarelsl tances of surplus
| Peried Bxports  Imports  balanse interest | ?otal
a/l and
& profits b/
Argentina ) 1975-1980 "Ju8 5 B6lh 70640 1 57044 1 k.6
Bolivia T agys<1gBo .5 548 4oul 4302 B3e6 140.6
Erazil 1975-1980 4,0 3.8 703.1 1 311,2 2 Olke3 2 2024
Contral America ' . :

' Gc;stn. Risa 1975-1980 L3 6.'7". 13549 Sl 19003 118,7
El Salvador 1975.1980 345 649 25248 90,9 3347 14745
Guatemala 1975-1980 Ye9 6e7 23645 8942 32547 6347
Honduras 1975-1980 k.0 740 273 1740 Uhe3 9746

« Nioaragun o 19751980 5e2 502 3348 3143 2001 70.1

Chile o 1975-1980 36 740 38646 5454 _ 92640 90242
Colomble o 1975-1980 Gt 65 577 o8 bz7 46 1 005.4 1 095.0
Dominioan Republis 1975-1960 365 5¢9 1491 8545 . 2346 3092
Eouader 1975-1980 . 3a9 6 105.6 Bl40 18646 234e9"
Mexioo - 1”5-'1960 5,? 5.5 90,8 926.7 1 0175 338.3
Ponana ) 1975-1980 5.6 643 9847 99 190,6 " <Fez
Paraguay N 1975-1980 845 7e3 . 81k 5ol 116.8 144y
Peru ' 19751960 5e9 647 84146 9281 1 76947 29648
Uruguay 1975-1980 300 65 96,8 39,8 13646 Ly
Veneziela =~ =~ ‘ -1_975..-1980 g 30 7 By 51487.1; -3 15446 - 66742 2 81943

g/ Imperts of geeds and servises, less purshasing power of exportﬁ of goods end sparvicesa
b/ Including net privete transfer paymentss
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LATIN AMERICA: POTENTIAL BALANCE-OF-PAYMENTS AND DOMESTIC SAVINGS
DEFICIT OR SURPLUS, BY CCUNTRY, 1575

Annual prowth target of 7 per cent for the g'r:ss: domestie product

in the nineteen-soventies utilizing hypothesis C for exports
(Millions of dollars at 1966 prices)

Peroenté;ge annual

Potential balance-of-paymente
defioit or surplus on

growth rete current aseount Demastic
Potential savings
Country Potential net remit- defieit
Period Exports Imports commercial  tances of Totel or
balence intercst surplus
E/ and
profits b/

Argenting 1966-1975 4.1 97 58342 386,0 ‘ 96902 1 77648
Bolivia 19671975 7.9 3a7 7l 30s5 ' 3766 121,3
Brazil 1966-1975 540 9.1 831,2 91k,9 1 746,1 2 25743
Central America

Costa Rica 1966-1975 7.0 6a7 7556 30,7 10643 112.8

El Salvador 1967-1975 4.9 6ot 119.1 33:5 15206 10005

Guatemala 1966-1975 57 9.4 169.6 5566 225,2 88.7

Honduras 1966-1975 5ol k.6 =164 1308 =246 7107

Mioaragua 1966-1975 547 309 2245 208 . 43.3 6450
Chile 19671975 8.7 64l 5.9 324,1 37440 8979
Colombia, 1967-1975 5ol 8l 20609 1817 38845 1 012.2
Dominican
Republic 1966-1975 Yoo 4.3 93,0 46,8 1398 2648
Eguador 1967-1975 522 57 3640 W1 : 80.1 20).55
Mexico 1966-1975 Gl T ~15947 63649 7y Y] 72547
Panama 1967-1975 6,6 743 23:4 k7.1 2085 209
Pareguey 1967-1975 707 67 " 3440 1201 Lgq1 12405
Peru 19661375 - 6ab 67 71802 458e3 1 1745 386.4
Uruguay 1967-~1975 3e7 746 1302 2002 3304 38,6
Venezuela 19661975 323 51 ~H66.5 925.1 4586 2 27443

_e_x/ Imports of geods and services, less purchasing power of axports of goods and servicess

b/ Including net private transfer paymentso

/Table H
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LATIH AMERICA: POTENTIAL BALANCE.OF-PAYMENTS AND DOMESTIC SAVINGS
DEFICIT GR suapws, BY com«m, 1580
@owth taraat of 7 per cept for the groas domes"tio produot
:In the ninetoen-gevmties utilizi_gm«:thesis C for exports

(12lsons of dolla.ns 2t 1966 _Qr‘.loes)_ v

Potential balanoe-of=payments

Peroentage amusl .
g deficit or surplus en

. .-ggowth‘rat‘e e neceunt T Domestis
Potential :a':;nﬁ

Countiy ’ Potential nét romit- ® , ¢

' . ' ' . commerclal tances of o
Period Exports | Inports balamoe  dmberest Tatal su_rplug

Y4 and o
profits b/

Argentina 1975-1980 %3 a2 1 07602 2969 1 8751 2 187,,8
Bolivia 1975-1982 6.6 [ 2040 Y9 609 165.8
Brazil 1975-1980 50 bl 936a1. L.4B2,6 2 W8y 3 12044
Gontrel Amerios ' . o o
Coste Rioa 19751960 500 7e2 1484 58.4 2068 ,1%91‘0‘
El Salvador 1975-2980 k.0 €a3 22166 80,7 30263 7 1u6=7"
" *Guatemals Do ig75-1980 -~ 6Gal - 72 27442 -105.9 - .. 38061 11502
- Honduras U 1g75-1980 Moy " 609 706 S 150 . 22,6 - 980
Nigarasua 15751880 "+ 76,1 6a9 ko3 v o2 I .S 935
Ohile 1541980 - . 5a2 745 4y seMe3 . 7990 1 191.6
Colombig 1975-1380 301 7.0 65853 Wro 0 1105.3 1 3803
Deminican Ropublic:  1975-1980 4.2 B T 15349 8.6 e . 2818 3752
Eoizador 1575-1980 B2 . 6B i 9240 Sv80el L7 e 10 19261 292:9
Mexioo 1g75.1980 | 6.4 60 ~6733 8503 78340 . 933.0
Pahani T 1975-1980 6.6 743 11919 Tkl 129.4 ——E
Paragusy P00 1975-1980 -7 840 7.8 v Bliel CiTe8 o 8129 17649
Peru - 1975-1980 o o3 L 7ak 1.097.1 1.096c1 T 21932 512,8
Uruguay © o 1g75-1980 - k.0 0 R T 3547 RIS & i % | 5563,

Vénezuela - 1g75-1980 0 Ya2 - 546 =286k % 20605 et 92061 3 56048,

Sk

8/ ' Imperts of goods end services, less purshasing power of é:épprts of g00ds and servicess

- b/ Inoluding net private transfer psyments,

e ke e et P L S I - P me e s s
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LATIN AMERICA: POTENTIAL BALANCH}-OF;-PAYI‘ENTS DEFICIT (R SURPLUS,.BY CCUNTRY, 1975

Annual grovwth ‘ta;gret of 6 per cent for the zross domestic pradust

in the ninetaan-seventias'uti}izing hypothesis C for exporis

(8llicns of dollers at 1966 prices)

Peroentage annual growth rate

Potential balance-of-poykents

deficit or surplus on
ourrent scoount

Potential
Country Potential net remit-
Period Exports Tports  Somerctal  tences of Total
&/ and .
profits b/
Argentina 1966.1975 b1 747 11645 25448 371s3
Bolivia 1967-1975 749 342 ~3e6 2944 25.8
Brazil 1966-1975 5.0 5e3 «5346 66243 608.7
Central Amerios
Costa Rica 19661375 740 547 45,2 2645 717
El Salvador 19671975 k.9 546 101.8 3l 13243
Guntemals 19661975 547 740 6340 a9 979
Honduras 1966-1975 Sel 4.0 =27 13.9 =135
Mearagua 1966-1975 547 R ~0e8 | 16,8 1640
Crile 19671975 847 Salt ~2603 31a5 #6842
Colombla 1367-1975 5ol 745 14943 175+5 324.8
Daminican Rapublic 1966-1975 - a2 365 7245 4440 11645
Ecuador 1967-13975 5e2 Le7 11,2 3941 50e3
loxico 1966.1975 Galt Lok 36147 59247 2310
Panama 19671975 6.6 646 140 I 43,5
Paragusy 1967-1575 77 640 2549 1123 3742
Peru 1966-1975 647 bl 121,2 25941 380.3
Uruguay 19671975 37 740 ~2e9 1847 158
Vsnazusla 1966-1975 3»3 4.0 ~77642 96748 191.6

g./ Imports of goods and services, less purchasihg power of exports of goods and gervicess

b/ Including net private transfer paymentsa
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Table 4

LATIN Ama;mm POTENTIAL BALANCE.OP-FAYMENTS DEFICIT OR SURPLUS, BY COUNTRY, 1980

Annunl prowth target of 6 per cent for the mross domestis produst

in_the hinstesn-soventies utilizing hypetheels C for exporis

1lions of dollars at 1

{1ellions of dollars st 1966 prices)

. 66 rfo'és

RO

* pepsentage annual gro\rl;h ra.‘t;

L

e e

" Potential balance-of-payments
deficit or surplus on
surrent account

-

4.2

<798

Potential
Country L Potential ©  net remite
. somnercial tanses of
’ P“hd ) Taports ~ Tmports ~balance interost Tatel
af and
¥ profits _1_3/ .
Argentina . 1975-1380 be3 542 283,0 41242 69502
Bolivia 1975-1960 . 646 5ol 8.9 30,3 2944
Brezil <~ 1g75~1980 540 340 =39647 82246 42549
Central America '
Costa Riea 19751980 540 &2 837 lile2 12749
EL Salvador 1575-1980 4.0 4.0 18345 - 7145 25540
Guatenela 1975-1980 6al. 642 9249 5647 143.6
Honduras 1975-1980 Uy . balt ~1545 133 . =262
Nicaragua 1975=1980 64l 5e9 ~7e2 2087 1345
Chile | 1975-1980 5e2 665 6547 46342 52849
Colembia . lgr5-1560 34l 640 36645 308.7 67542
Dominiean Republie - 1975-1980 Ye2 545 10841 7750 18541
Eeuador 19751980 el B8 3649 6140 979
Hexiso 1975-1380 Gult 5l ~517,5 67706 16041
Panams, .. 1975-1980 66, - 645 c 1242 5845 4643
Paraguay . 1975-1980 8.0 637 323 23.1 580,
Peru - T 1975-1980 L 66 30042 480e5 78047
Uruzuey 1975-1980 4,0 640 a2 2645 637
Venezuala 1975-1980 a2 1 2532 U584

af Imports of goods and servises, less purchasing power of expérts of goods and serviessa
b/ Including net private trensfer paymentse o '

?

/Table K
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LAYIN AMERIOA: POPENCIAL BALANGE~OF-PAYMENTS AND DOMESTIC SAVINGS DEFICYT (R
SURPLUS, BY COUNTRY, 1375 '

Armus) grovth target of £.5 per eent fer the gregs demestis produst

in the nireteen~soveniies utilizing hypothesis O for szports

(M11liona of dellars et 1966 pribes)

Pareentage snnusl

Potential balaneos—of-paynerts
defiolt or surplus on

geowih rete eurrent sooount
Ceuntry Powantiol Demestis
net remit~ ssvings
Potentlal . . . - deficit
Pericd Brports  Imports  commeroial interest Total or
balanss and surplus
profits
o/ b/
Argentina 1966-197% Lel 8.7 4.8 32045 66543 1 253.9
Bolivia 1967-1575 7.9 . 945 ‘1s7 3040 31.7 101.1
Brezll 1966-1975 540 Tab 3764 78742 1 163.6 1 709.3
Gentral imerice -.
Cnata Rica 1966-157% 7.0 6.2 60,1 28.6 88.7 919
El Salvador 1967-1475 L.9g bl 119.1 335 152.6 1006
Guetemala 1966-1975 5.7 . T B.2 14,7 k5.1 159.8 5241
Hondurag 19661575 5ol 4.6 -16.4 13.9 ~2,5 Tl
Niocapagua 1966-1975 5.7 34 10.7 18,7 2941 48.0
Chila 15671575 8.7 5.8 11.4 3093 330.7 71340
Colembla 1967-1975 5.1 7.8 17748 178.6 2564 84843
Domintoan Republic 1966-1975 4.2 3.8 B245 ls.5 12840 22%.6
Eduador 196Y-1975 5.2 5.2 23.4 41,6 5.0 16541
Mextop 1966-1975 = 64 "8 ~26243 6246 35243 30844 -
Penama 1967-1975 5.6 649 11,0 Us.8 56,8 =1049 -
Pareguay - 19671975 - 747 6.4 0.2 - -11.8 4240 . 107.1
Peru 1566=1975 (9% RTIRIE N - 261.1 12,0 . . 5731 236.6
Uruguay 1967-1975 1.7 73 5¢l 19.4 M4.5 316.5
Venezuela 19661975 33 L5 ~654.1 968.9 ' 315.8 1 7235

g/ Imports of geods and services, lsse purohasing pewer of exportes of goods and services,
b/ Ineluding net private transfsr peyments.

/Table K



B/CN.13/831 °

i

Page 68
Table L
LATIN AMERICAs POTENTTAL BALANCE-OFPAYMENTS DEFICIT (R SURPIVS,
BY COUNTRY, ‘1980
Annusl growth target ef 6.5 per sent far the gress demestis product
in the nineteen-seventies utilizing ‘hypothesis C for exports
(M111tens of dollara at 1966 prices)
_ _ N " Potential balanso=of-payments
Peroontoge emvual growth rate " defiedt or surplus en
surrent aogount
Potential
Courtry “Potential net pemit-
T . ‘sommerolal tances of
i’er.‘g.od Ieperta Beports. balance - - interest Total
a/ ard
prefits b/

Argentine 19751436 La3 507 6645 601l 1 265-9-
Polivia 1975-1980 6.6 505 502 Lle5 hé.7
Brezsl 1975-1380 5.9 3,8 237.0 1 1450 1 382.8
.Oontrnl Amerd.ca N

Costa Rloa 1975-1930- 500 'f36.7 14,0 5262 16602

F1 Salvador 1975-1980 L.0 é:3 22146 " 8047 302453

Guatanala 15751980 6ol 6a7 1811 80.1 261,1 -

Honduras 1975-1980 Yed €o9 747 150 2247

Ferrngus © 1975-1980 6s1 .. -Balt 16.5 2743 . 49,8
Chile’ 1975-1980 Ge2 EX 26853 4520k 66104
Celemhla 1975<=1530 ‘3,1 6a5 L45.6 - 4u7ab 271e2
Dominisan Republio 1975-159n Be2 549 130.5 8202 21247
Eovader 19751580 5a2 6e3 63,7 7004 1341
Mexioo e 1975""1980 Balt n 5-5 -29858- - 762.5 H63.7
Paname i 1975-]:.'980 6.6 . 6‘9 20-8:—"' ‘ 660‘ 87.1" ’
Paraguay 1975-1560 80 a2 43,8 - 2546 690kt
Peru ' 1975-1980 43 © 6ab 63649 64241 1 1790
Uruguay 1975~198@ k0 T 6e8 5848 3140 89.8
Veneguela 1975-4980 ‘u,z T ekt =608,9 1 278.0 669e1

.

3/ Impnrts of goods ard se:-viues, lags pumha.slng pwar af experts of geods a.nd servieea.

_/ Inoluding net private transfer pments. conte

,'l-‘

/Chaptér II
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Chapter II
STRUCTURAL UNEMPLCYMENT

l. Introduction

The precise definition, measurement and analysis of structural
unenmployment presents some difficulties., Quite apart from the shortage
of information, other difficulties arise from the fact that the definition
of an vnder-employed person variess according to the stage of economie and
social development, instituticnal structure and existing social values of
- each country,

In spite of these drawbacks and with the sole aim of demonstrating the
magnitude of the problem, an attempt has been made to evaluate under—
employment in Latin America in 1960, Under-employed persons represent
slightly over 40 per cent of the economically active labour force, Such
vnder-employment does not take the form of complete inactivity; most of
these persons do some kind of part-time work. If the proportion of
und er~employment of 'all these persons is used as a basis for determining
the total unemployment equivalent existing in that group, it will be
shown that 27.4 per cent of Latin Americats active population -~ about
18 million persons - was completely unemployed in 1960 (see table 30),

These figures include both the openly unemployed and persons in some
kind of employment which the productivity of which is so low that it is.
really vholly or partially disguised unemployment. In spite of this low
‘productivity, the persons employed sometimes receive quite high incomes
and are even covered by regular social security and welfare systems, For
example, in some cases where in which too much manpower has been absorbed
in services, the low preductivity or complete unpreductiveness of a
certain proportion of this labour dees not prevent the persons concerned
from receiving a fairly substantial regular income, In other cases, such
as those of street vendors, shoe-shine boys, etc,, under-employment er
unemployment is more obwious; their productivity is very low and the
activity in which they are engaged is a way of obtaining an income which,
although it hardly covers their minimum requirements, enables them to

survive, /Table 30



E/CN.12/831

Page 70
Table 30
LATIN AMERICA: ESTIMATED UNEMPLOYMENT BQUIVALZNT, 1960
Unemp loyment Unemployment in each
Esonomisally equivalent seotor as &
e e
Sector aotive sentone peroontoge ©
. lation aentage

(pnpu ) of the The aotive Unem-
~ \peroontages) go41ve population 51"{"
| population in all n o1l
2203?:?- seotors sodtors

dgrisulturs, forestry, hunting )
end Pishing B 42,7 27.7 “13.2 lig,6
Mining 1,0 19,6 02 0.8
Manufaoturing - 14.1 15.6 2,2 B3
Oonstruction heo o -0 6.8 L 063 1.1
Basio semvices 5;0 T 11,0 " (;.6 © 1.9

f- ! ot o . v . ) .

Commerce and finange %1 . 3.2 2.8 10,5
Other services - 15.6 32,8 S | 19.2
Misgellancous aotivitios 3.5 67;0— ‘ 3.5 B.é
Total 100.0 26,7 100,0

/The category -
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The cétegory of under-employed therefore ineludes -persons who are
openly unemployed, those who are compelled to work part-time or less
than the nominal work peridd; and  those who are employed "ifi"an economic
unit operating at éxcéptionally Iow productivity levels (which, are
defined according to the present stage of development of each Latin
American country)s :

It is highly instructive to note the evolution of employment by
sectors of activity and to determine how far those sectors can continue
to absorb employment as they did in the past, or, as their absorption
capacity becomes saturated, hoﬁ far disguised unemployment may shift to.
other areas of the eccnomy or become open unemplcyment (see table 31),

In 1925 manufecturing jndustry contributed about 11 per cent of the
total gross domestic product and absorbed some 14 per cent of total
employment, At that time, the bulk of industrial employmeni (75 per
cent) was absorbed-by artisan~typed activities, Byll960 industry still
accounted fer 14 per.cent of the total economically active population,
but its share of ﬁhe product had risen to 22 per cent, The intensive
industrializatien reflected in the marked increase in the proportion of
the total product contributed by manufacturing did nnt dm se much as
might have been expected to create new employment, Two factors are
associated with this trends the expansion of factory infustry in relation
to artlsan-type act1v1ties (accompunled by a rise in manpowar productivity,
which in ‘turn bsnstéd the manufacturing product without a corresponding
increase in industrial employment), and, presumably, the fact that
industrial growth was largely accounted for by sectors which employed
relatively little manpower, :

The share of agriculture in tetal employment has clearly diminished,
In 1960 it absorbed only 47 per cent of the active population compared
with 60 per cent in 1925, This was due to the sluggish rate of agricultural
development, the intreduction of labour~saving agricultural machinery, and
the process of urbanization, which was governed by social as well as
economic factars,

/Table 31
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‘féhla 31
LATIN iMERIUA: *mPLOYMENT BY SECTOR OF aCTIVITY
ety L. w
Manufasturing industry Contrao-
Year Frimery ' tion and Total
Factery - Ariloen- Tatal servioes
type

Fillions ef persons
1925 19-3 1.3 3.0 14.3 Bok 3260
1350 2Ba9 vee 707 1643 5249
1960 33‘1 501 447 9-8 23.9 6608

Inlrxt 1925 = 100
1925 100.0 100.0 100.0 100.0 10040 100.0
1550 19,9 veo oo 17941 1940  165.3
1960 1.5 39243 1566 22749 M5,2 208.8

Percentage strusture
1925 5949 Lad 9.5 ' 13,6 26ett 100.0
1950 5ke6 ans ave 1,5 3069 100.0
1960 ey 7.5 6.8 .3 8.5 10040

Scurees ECLA, the Latin Ameriean Demographie Centre (CAELA'IJE) ard the Latin Ameriocan
Institute for Economio and Seeial Planning {ILPES).

/The population
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The. population whichfmigrated from the country to the towns and could
not be absorbed by manufacturing was gradually incorporated in the
services sector for the most - part Thus. services, which employed 26 per
cent of the economically active population in 1925, vame to absorb 39 per
cent in 1960, The inability of the . goods producing sectors to absorb
thie labosur seems to have distorted the pattern of the employment in the .
services sector, in which the manpewer employed increased disproportionately,

Both in the country and in- industry, it is basically in the small.
establishments that unemnloyment still exists, '

It may therefore be concluded that unless agricultural production
increases more repidly and’ the growth_rate~of,manufacturing is raised
considerably or the composition of growth by manufacturing sectors is
radicelljechanged in favour. of these using more labour-intensive
techniouee, the chances that disguised unsmployment-will not become open
unemployment will depend on the ability of the services sector to maintain
a superabundant supply of manpower, - ' ‘ :

2, Unemployment by economic sectors a

As shown in table 30, the largest group of unemployed is fOund in.
agriculture and services, and to a lesser extent in industry.

Agricultural unemployment ameunts to 27 7 per cent of the _ ,
economically active rural population and it represents about h9.6 per .
cent of the unemployment equivalent in the economy as a whole, this is '
therefore' the root of the problem. In the agriculturai sector most of
these groups are to be found on smallholdings with too little land,

“The procedure used to arrive at these estimates was to assume. that
disguised unemployment is ‘found on eub-femily holdings which, aocording _
to the FAO study ¥ on which these estimates are based, are precisely -
those with too little land tq provide remunerative employment all the

1/ Arthur L, Drmike and Sélon Brraclough, "Evolution and reform of
agrarian structure in Latin America, Training and Research Institute
Tor hgrarian Reform |Instituto de Cepacitacion e Inveetigacién en
Refrrma Agraria - ICIRA), Santiigo, Chile, 1966. '

/year round
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year round for a family with a work capaclty of twn man-years at the
prevailing technologlcal level in each countrw; On these sub~family
holdings, the equivalent of disguised unemployment is considered to
represent. the number of persons belonging to the economlcally active
labour forece apparently employed in agriculture, over and above the
manpower required to generate the produet actually obtained 1n the sector,
according to the levels of output per unit of manbower pre&ailing on
family units in the country concerned. Therefore, in deflnlng the
unemployment equivalent, account is taken of the level of product1v1ty
and development in each country; the standard of comparison used is
therefore considered fairly realistic,

Manufacturing shows an unemployment equivalent of about 15.6 per
cent of the economicallj active population in the sector; it is found in
artisan-type units, defined as those providing employment for fewer than
five persons, including cottage industries. |

Table 32 shows that the traditional sector still accounts for the
bulk of employment in Latin America, It also absorbs 70 per cent of the
artisan-type wnrkers, as may be seen from table 33, The dynamic sectors,
although they have increased their contribution to the creation of
employment, hold out no solution te Latin America'!s employment problem
because of thelr use nf capital-intensive techniques,

" It should be noted that the growth of the traditionsl incdustries
would not be so sluggish if they were not affected by a lack of demand,
This is explained, inter alia, by the fact that a large proportion of
the population is exclwled from the market or hags little access to it
both because they are under-employed and because of ‘the pattern of income
distribution, Another factor contributing to this situation is the lack
of capacity to export,

" The secter comprising commerce, finance and "other services” has an
under-emplcyment rate of about 32 per cent, It is particularly difficult
to calculate this under—employment rate because of the number of jobs
_1nvolved and the absence of any clearly—deflned concept of productivity
in services. These sectors have gra&télly absorbed a substantlal
proportion of the néw entrants into the laboutr market. '

/Table 32
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Table 32

4
[

LATIN AMERICA: INDUSTRIAL EMPLOYMENT, 1950 AND 1960

(Persentages) @

Employment structure .

Indusfry
. . 1gs0 1560
Traditional & | "848 59.6
termediate goods b/ ., © 10.8 12.9
Matal products of 177.8 21.2
Mot classieiedy' S ) 6.6 643
Total : . L ‘ 100,0 - - 100.0
s/ Including food, beverages, tobasco, textiles, ma.de-up taxtile goods, leather, wocd and
furniture. '
b/ Ineluding papsr, pulp, rubber, petroleum end ouai‘d*a'rivativaa, end non-metsllls minerais,
9/ Innluding basie metallurgy and the mata.l-tmxafoming industry.
4/ Inoluding printing, publiching and mﬁoellaneous 1ndustries. -
Table 33 .np Lot .
LATIN AMERICA: INDUSTRIAL EI‘_I!I’LOYI'ENT, 1_960
{Peroentages) . :
e Déﬂt:tig\ltion Stmoturo of total employment
! : . of artisan~ - .
. type smploy-— in oash ssetor
Industry : - v L ment by : Fae't‘tﬁ'sr © - Artisan- Total
e ota
‘ se0%ors  industty  industry
Treditional N ' 69.9 - 4.0 56,0 100, 0
Interme date goods R 62 78,0 . 21,0 10040
Metal products C T T e G 16 63,0 37.0 100,0
Not olasaifisd A " 43,0 5740 100.0
Total T 00,0 52,2 7.8 100,0

/A comparison
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A comparison of the situation prevailing in different countries
shows that the less developed the cbuntry;<the greater the unemployment
equivalent in agriculture, The sitvation in industry is somewhat similar,
although not so well defined. As regards. the other sectors, it is impossible
to cbmpare groups of countries because the results are affected by the way
in which the calculation has been made (See table 34).

The countries are classified according to their present stage of
development, The employment situation sometimes differs greatly from
country to country within a single group.

3. Growth rate necessarv to solve the unemployment problem

An important prcblem emerging frem the foregoing analysis is how to
determine the rate at which the Latin American product would have to
grow in order to absorb the total existing unemployment equivalent
after a certain time, and also to eﬁploy in entirély productive activities
the new active manpower resulting from population growtha

It is calculated that, to achieve this, the Latin American product
mist grow by not less than & per cent annually from 1970 to 1980
inclusive if the unemployment equivalent for 1960 is to be absorbed by
the end of that period. 'With‘this growth rate for the product, the
demand for manpower would increase by 5,5 per cent, If the growth of
the product were 6,2 per cent annuallj‘throughout the nineteen-seventies,
the absolute level of unemployment wogld bermuch the same in 1980 as
it is now; that is, the total increment in the active labour force
would be absorbed in productive activities, but the original volume of
unemployment - in absolute although not in relative terms ~ would not
diminish, the demand for manpower would grow at a rate of about 4 per cent,

This is a purely illustrative and very preliminary estimate,

based on the following assumptions, First, it is assumed that the raties
nf the growth of each nf the major economic sectors to the total gross
domestic product, in terms of elastiéiﬁy coefficients, will remain the
same, This in turn may imply that the import-substitution character of
the development model ~ inveolving the more dynamic growth of a certain
group of economic sectors, such as the metallurgical, metal-~transforming
and chemical industries, and the more sluggish growth of agriculture,
food production, textiles and other sectors - will be maintained,

/Table 34
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LATIN AMERICAs UNEMPLOYMEN? BY GROUPS OF COUNTRIES, 1960

{Persontages) .

_qunqmieany .aotive _populatdon .
in the ecuntries in group &/

Unemplayment equivelent

in the esountries in group g/

Seator
I o I Total I II 111 Total
Agrioultura, forestry,
hunting and fishing b7.1 41,4 61.1 42,7 19,3 Yo,0 46.3 27.7
Manufacturing 4.4 15.0 10,8 14,1 13.2 14,0 35.9 15.6
Other seotors 38.5 b3.6 28.1 38,2 27,6 35.9 4,9 31.3
Total 160, 0 100.0 100.0 100.0 228 4.3 8 27t

‘8 I: Argentipn, Brazil end Mexiao; II:; Chile, Colombia, Paru, Urugusy and Venezuela} III: Bolivia,
s »

Contral America, the Dominisan Republie, Eguedor, Haiti, Panams and Paraguay.

/The second
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The second gssumption is that the rate at which the product per
person employed in each of the major economic sectors has grown since
1950 will remain about the same up to 1980,

Thirdly, the proportion of women in the labour force is assumed to
remain unchanged throughout the period, To the extent that industrial
development may induce more women to work outside the heme, the growth
rate of the gross domestic product would have to Ee higher than those
postulated previously if unemployment is to follow the cburse indicated
above,

/Annex A
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Annex A

LONG-TERM PROJECTIONS lODEL

A general model has been prepared in an attempt to reproduce the
relations existing in the period 1950-66 between the overeall external
sector and capital formation-variables and the economic dévelopment
variables in the Latin American countries,

In this model, the gross domestic product is treated as an endogenous
variable, The past rate of growth is assumed to have been determined,
among other things, by the evolution of the external sector and of capital
formation. For the purposes of the projections which are the subject
of this study, the product must be treated as an exogencus variable, 50
that annual growth targets can be established, and the effect of those
targets on the potential balance-of~payments and domestic savings gaps
analysed, To that effect, the above model is divided inte two: the
import model, designed to analyse the poténtial trade gap, and the

" savings model, designed to analyse the potential savings gap.

1. The general model

The model makes it possible to examine the main factors determining
the process of growth: (a) production; (b) saving and investment;

(c¢) foreign trade requirements; and (d) external financing, It consists
basically of twenty-six relations, which can be divided into two groups.
The first includes the production, domestic saving and import functions,
and the accounting identities or definitions which give national income,
consumption, changes in stocks, and investment, the latter deriving from
the definition of total investment, which is the same as total savings,
-and of external saving. ‘1

| The remaining relations make up the second group and include the
_description of the trend followed by the external debt.

With regard to the operation:of the model, its dynamic structure is
described below in a simplified diagram of its basic causal relations (see
figure I). Cumulative gross fixed investment is an explanatory variable
of the production function. Domestic saving is expressed as a function of
national income, and imports as a function of the product and gross fixed
investment., The effect of the external sector on the evolution of the

parameters is explicitly introduced into these relationships,
. , : /Figure 1
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Exports are projected as an exogenous variesble, in accordance with

the particular conditions in each country, With this model it is possibie

to study the effect of the deterioration in the terms of trade, which is

of considerable importance in the development of the Latin American

economies,

(a) Variables of tha model

The variables treated as endogenous or interdependent are:

P ol
Y =
C =
I =
H =
A =
A. =
1

M =
B =
R, =
R =
Rid =
Ridn =
Ridn, k
g

Mgn, x F
Ay, x (1) F
Dn (%) =
Dn, k(w:) =

gross domestic product

gross national income

total consumption

gross fixed investment

total gross investment

changes in stocks

total saving

domestic saving

external saving

total imports of goods and services
potential trade gap or balance

remittances of profits

net factor income from rest of world
interest payments on total external debt (outstanding and new)
interest payments on the new external debt

= interest payments on the new debt, classified by interest rates

and repayment and grace periods (k = 1,2, ... , m)
amortization of the external debt

= amortization of th: new external debt,

= amortization of the new external debt, classified by interest

rates, etc,

= aligquot part of the new external debt centracted in year t,

classified by interest rates, etco (k = 1,25 ees , M)

new external debt contracted in year t,

new external debt contracted in year t, classified by interest
rates, etc,

p° =
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D?ﬁ = depreclatlon and amortlzatlon of forelgn ¢

FB = gross external flnanclng

T = groas inflow of forelgn capltal

K° = gross foreign capital ' .
The variables considered to be exogehous or pre-determined are‘;-,'_ N

E % exports -

G = terms-of-trade gains |

Txf = net private transfer payments or donations

d
n

(k 132, ave 3 m)
grace period for typse-k dsbt
repayment period forffype-kAdeBE'

{b) Relations of the model

[} =
{2} H(t)
or:

M(t)
3] A
or:

A (t)
i
[5] BGe)

-of- -&ﬁ' {1_4 I(h) * Uy (t)

%fﬁ.e PE) w0
A -&(B -z-}" ﬂ(tﬂ P(t) 4-[5 +
tl2 ™ ) 10 2w

"“43 + # Y(t) + Uy (t)

- +[i5 2 (t)] (t)+u3(t)

-P P(t) 4w, (t)
= M(t) -[E (t) +G (t.)]

- Amg = amortization of the outstanding extérnal debt )
Rida = interest payments on the outstanding external debt
T = terms of trade realtionship
The constants established in the model are as follows:
r # coefficients reflecting policy on forms of finan01ng '
Lk a coefficient of share of type-k debt in the new external debt

ﬂ-(t)] [ree) _ i(t)}-&-

) B (t)
L) = T(t-1) E(t~1)

/6) P(t)
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P(t) =0 (t)+I () +H((t)+E(t)=-1(t)
Y (¢) = P(x) + R, (t) + G (t)
c (t) =Y (t) ¢ Tyt (t) - Ay (t)
A () =M (t)-w (t) E(t) -~ R (t) -~ T, (t)
IT(t) =3 (t) +H ()
A(t) =4y () + A (t)
R, (t) =P’5 K® (4-1)
fmg (t) = Amg (t) & Amg (t)
FB (t) = A(t) + Amy (t) + Dep (t)
Dep (t) =Bé K® (t-1)
b, (&) =r{FB () -0° ()
1° (t) = {1 -r) {FB t) - Dep (t)] 1 Dep (t)
| t t
K (¢) =K (o) # LI (n) =} 0%, (n)
1 0

Dn’ e (8 =% D (t) for i(x = 1; 2; sea s I

and 7% =13 5, 20
An, , () = Dn’ K (t)/nk for k =1, 2, .00 5 m
Rig (8)  =Ryy, (8) # R, ()
R, (t) =R, (t) ¢ Ry (t)

in
Ban E_:l Rign, k (V)

/o) g
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[}

Rign, x () =

fork=1, 2, «um

) =

dn; x (8) =

for k=1, 2,

",

m

<

1

-

.

=1
ik;Z:ian(j) 1£ 1t {p, + 1
(t=1 b | |
lkl;Zl Do, 1 (=2 (omemd) By u>}
ifl-!-pk<t<\pk+nk.z.1
B (5)
: D i) -
& i\jf-‘l “TE Fn,) ™ £
bope -t _ \
-2 L= p= ) A (@)

j'-’l - [pk + nk) j
if't>pk'+ ni{ +1

t -
s + ~

/(c) General
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(¢) General comments on the model

The model is complete, since it has as many endogenous or interdependent
variables as there are equations., Of these equations, the production,
import and domestic saving functions, and possibly changes in stocks, are
considered to be stochastica The random disturbance is represented by u(t),

In the first version of the model, an attempt has been made as far
as possible to use the same explanatory variables in all the equations,.
in order to facilitate comparisons and obtain over-all regional figures,
in some cases even at the expense of the statistical significance of the
estimates.

In a first analytical stage of the model several types of production
functions have been éﬁamined and adjusted, In addition to that providing a
constant value for the marginal productecapital coefficient, others have been
obtained which express the variation of this coefficient over time. In
particular, an attempt has been made to express the determining effect of
exports on the utilization of installed capacity up to the previous year,
introducing a product-capital coefficient that fluctuates with the rate
of exports,

Different imﬁort and saving functions have alsec been tried out.

As regards the import function, the effect of the increase in exports on

the import coefficients was introcduced to indicate that any import substitution
that was effected would not be undertaken in an inflexible menner, but

in such a way as to ensure that some advantage was taken of the development
possibilities afforded by the greater cabacity to import. In the domestic
saving function, tha variability of the marginal propensity to save in

relation to income would indicate the effect of an increase in the purchasing
power of exports as reflected in greater expenditure on capital goods

and equipment., .

Cn the basis of the aggregate model described above, it is a simple
matter to obtain sectoral models, repiacing the total import functions,
for example, by import functiccs for groups of products (durable and
non-durable consumer goods, capital goods, raw materials and intermediate

goods), insurance and freight, and tourism and "other services", In this

/application, of
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applicafion, of the model to Latin Amerieca, the above division hass been-
made - and in addition a division between the product and other relations «
only in the case of Venezuela, in view of the predominance of the petroleum
sector in that country. _ . ‘ ’

Wlth regard to external financing, the identities presented in the
‘model ave suff1c1ently explicit, In factor income from the rest of the
world;‘é distinction is made between remittances of profits and interest
payménts on the outstanding and new external debt. In applying the model
to the dlfferent countries, explicit - agssumptions-are made concerning the
classlflcatlon of the new cdabt according to interest rates, and repayment
and grace periods, and concerning depreciation and amortization of foreign
capital, The-possibility of establishing different assumptions regarding
external flnanc1ng by modifying the.constants makes it easy to consider
alternatlves without changing the basic structure of the model.

In equatlon ‘12T, the coefficient ?5
of net profits as a function of foreign capital, is obtained from

s Which gives the remittances

conside;atidns based on the characteristics of each country, liith regard
to changes iﬁ stocks, it would be preferable to express them as a function
of the 1ncrease 1n the product if more refined data were available, For
the purposes of proaectlons, similar results are arrived at in simpler
fashion by expressing the qhanges in stocks as a function of the product,
The remaining relations are definitions or identities.

"2. The projection models

For purposes of the projeétions designed‘to analyse the potential
trade and savings gaps, the gross domestic prodﬁét must be given growth
rates that correspdnd to the targefs whose effects are to be analysed.

The result is that the above model is over-determined, If it is to remain
consistent, some of its relatlons must be eAJmlnated. Thus, the above
model can be divided into two compl te moqe’ Tre first, after the
domestic saving equation is eliminated would be the import or foreign
trade model, The second, afterifhe import equation is eliminated, would

be the saving—ihvestment model . Each of these models gives a different

group of projéctions for the endogenous variables,
/The potential
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The potential trade deficit or surplus is defined as follows:
(27) Bt) =me) - (& (&) 46 (@)= (8) - T(&) B (&)

The potential balance-c¢fw-payments deficit or surplus would be:
(28] a(6) =m0 (8) - [B(t) + G (6]~ R (8) - T, (£)

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

The potential savings deficit or surplus is equal to:
R A (8) = Ip (8) - 4y (1)

This also represents external saving or net external finaneing;
from this expression imports can be obtained through equation (é%] as
followss:

M (t) =4 (t) + [B(t) +6 (8)]+ R _(£) 2 T, '(t); since exports,

net external factor income and private transfer payments are assumed to
be pre~determined. Therefore, the import equation is replaced by an
implicit or residual relation,

In the import model, projected external saving A, (t) is obtained
dlrectmy fram,Zf;7-and from this and [59] it is p0351ble to obtain domestic
saving: A, (t) = I (t) - A (+), which is no longer defined by an
equation but by an implicit or residual relation.

Clearly, the growth assumptions for exports barely influence the
projected potential trade gap based on the import model,

The saving and import models operate as economic policy models,
when a growth target is established for the gross domestic product; it is
important to take into account the effects of each rzte on the actual
structure of the model. If the import function is of the following type:

Bol m(t) =2, 20, P(t)2e,[P(t)-1(t)]

and the product is given growth rate rp the result will be:

rp = %F%%% bl’ and therefore:

o - r
(3] m@yza,2fb,8c,-c, —E-E—J'P (t)
/Thus the
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Thus the marginal propensiiy varies in relation to rp, diminishing
or increasing according to the sign of the coefficient Cho

It is interesting to note that if identity [28] is written utilizing
the import model and substituting the expression zaljlfor imports, the
result is: ' ‘

[32] A, (2) = a, - [T}'(t) E(t) 4R (£) 4T, ()] 4 [b2 ¢, - oy —%—]P (1)

and, similarly, utilizing [29], [3_‘;, [h’ll; [7] end [_'10}.., in the saving=-
investment model:‘ h :

. (t)
[33] \Ax (jo_) "_= ~aq - B[Rx (t) ¢+ G (1;)]4[- b, + b, fp'ﬁf"'jP (t)

Now, if the growth rate of the product is derived from [32} and [33},
the result is as follows:
Tmport model

o b (b, +c,) b [R_(t) T . (£)/b
e T 2% g \W/ by
-[31’] rp (t) === o + o, P(t) " = % Pth) = =
b, 7 (t) E (t) by A (%)

-

c, P (t) "'E;; ‘T (B

Saving-investment model:

i . agb by by [RO(1) #C (8)]

Accordingly, the growth rate of the gross domestic product can be
expressed as a function_of.the;éxogenous variables, the pre-determined
variables, and the relative balance-of-payments or the ratio of external
saving to the gross domestic product in year t.

Figure II shdws\equation.[}%y for two exportgva}ues and eguation
[35 o« This illustrates a spexial case; since the values of the parameters
of {Bh and [35] are variables for each.year and depend on the values of
P (t), B (t), B (), T p (t) and 7 (t). .

/Figure II
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Figure II

RELATIONSHIP BETWEEN THE GROWTH OF THE GROSS DOMESTIC PRODUCT
AND THE EXTERNAL SAVING COEFTICTENT
i
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3. IXperience inLadaptihg the model to
the different countries

The production function most widely utilized is that which expresses
the gross domestic product for each year on the basis of cumulative fizred
investment up to the previous year. The adjustment of this relationship
on the basis of time series gives high values for the coefficient of
determination. This result is influenced by the effect of relating two
variables increasing over time, such as the gross domestic product and
cumulative investment, This relationship may, however, be useful in
obtaining'pnojections. Horeover, in some countries like Colombia and
Peru, the residuals of the estimated production function give significant
values for the Durbin-ilatson coefficient, The residuals may be .
self~correlating as a result of cyclical movements or curves in the
trend, In the first case, the ldng—term projections may not be affected,
but the second introduces an additional element of unreliability into
the projectionse | |

The import functions are, in general, acceptable. Some countries
have taken the gross domestic product as the only explanatory variable,
In other countries, better results were achieved with the composite
variable obtained by multiplying the gross domestic product by the
relationship between the purchasing power of exnorts in years t and t-l.
Thus, an improvement or deterioration in purchasing power would modify.
the propensity to import. This type of variable was used, for example,
in Bolivia, Ecuador and Mexico., In other countries, such as Brazil and
Peru, gross fixed investment and the gross domestic product less gross
fixed investment were taken as explanatory variables. As stated above
in connexion with the operation of the model with pre-established growth
rates for the product, the introducticn of investment as an explanatory
varisble is equivalent to modifying the propensity te import in relastion
to the established rate, In other words, a different structure.of the
import function is cobtained for each grcowth rate of the product,
Sometimes, as in Brazil, the relation improves considerably with the
introduction of d?mmy variables,

/as regards
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As regards the domestic saviﬁg function, the estimates are also
generally acceptable., In some countries like Argentina and Ecuador,

' average:saVings are higher than incremental savings or the marginal
propensity to save, because the intercept with the savings axis is positive.
. This may resuit,from a convex curve for domestic saving in relation to
income, so that, even if the interCept with the savings axis is negative,
after the proper adjustment in ‘the segment for the past period considered,
the result will be a linear function which it would be inadmissible ta
‘Mextrapolate backwards",

In exceptional cases where the relations were not acceptable, the
expression adopted was based on the average coefficient for the last
few years, .

The relations that express changes in stocks do not call for special
attention, in view of the quality of the data available and their small
influence on the projections, They are obtained through an appraisal
based on observation of the time series in the last few years. As stated
previously, for a more refined study of the trend followed by changes in
stocks, more reliable basic data would have to be available, and it
would be hécessary io relate this variable to the increase in the preduct,
and to try out other possible expressions, since in many countries they
depend on the high degree of storage of agricultural commodities, stocks
of animals, ete,. . ‘

Tables A-l, A=2 and A-3 present the estimated equations for the .
production, import and saving functions,,ﬁhich, together with the identities,
definitions and non-stochastic relations, have served as a basis for the
projections resulting from the establishment of growth.rates for the

gross domestic product in the import and saving models,

/Table A~l
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Table A-l
-'FRODUCTICN FUNCTION
. Left-hamd - Explamatery varisble Y Coggrictent - Durbin- . Nugbor
dountr side vari- " of detarpli~ Watsen .. of cbser
quntey " eble ' '1 tf'}(h) netion ; ratio vations
. . Lo . h=° az d n
krgentiva a/ ' P (8) 5030  0.232 - S '1'7_"
Bolivia ‘ P (%) 31768 0285 0997 182 9
' - (23.1) (0.006) . .
Brazil P (1) 13 743.b {0.004) 05991 0.560 7
Central Amerias B
Costa Rica P o(t) - 1 6%8.6 04 345 0,587 1.600 4
(l0.4) (0.011) .
EL Salvedor . P () 10125 0.397 0.977 . 0,886 14
Shem (38e8)  (0a016) : A :
Guatemila ' P (t) 656, Oukl2 6e570 ' 0.500 17
: (20.8) - (0.027) : o
Hondgres . - P (t) - 5373 0.322 0.566. -  FUTS S 17
- (13.3) (0e016) o _
Moaraga P (%) 1 62649 0,352 0e968 14744 Yy
. . (51}07) (0.017)
Chile - P (%) 14 270.8 00293 D954 2542 o PN
: o (115.1)  (0.016} 7 . _ :
¢+ Oolembia | ' P o(t) 14 546..9' ' 04237 Pa991 0611 17
T (2 336.7) (0.059) ; :
Dominlsan Republis P (%) 5170 0,278 fe512 1.937 . 17
. {2240) (0,023} , _ .
Bouedor Po(t) 9 279.3 0e361 00952 1.097° 1y
L (129:6)  (04009) ‘
Mexlen ‘ ) LY 87 k21,8 n.417 | 0996 1.268 17
(1 2934} {0.007) o
Parama P (#) 234.1 ¢.4s58 0.596 Lk 17
(3.9) {0.007)
Paraguay P (¢) 26 22605 O 208 0e 989 1775 17
(27042)  {0.008)
Peru P (%) LYy 216,8 0,258 0,989 0.668 15
er ( (551.4) (05008)
Uruguey o/ P (%) 23 778.0 04235 - - 1
Venozuela . P () 10 090.8 0a251 0.988 0.825 15
P (259+2)  (0-008)

af Modified equaticns The ezplamatery motes are given in the country studies.
b/ Tho explamatory variable iz Anvostment in the non-petroleum sectors
/Table A=2
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Toble 4Ax2
IMPCRT FUNCTION

Loft-hand

Explanatory varieble Caefficlent Durbin~ Number
glde vari- 1i{$)E (4 _ 7 of determi- Hatson of obaer
Country able 1 P (t) 17 (4)E(+) - pe) I(t) P(t)wl(t}fm‘%)_* 12/ ration ratlo  vetieas
IV (t-1) E(t-1) z[P(t)-1(¢)) R d n
Argentina M {t) 33.5 - - 0.368 04010 - - 0.727 1,241 17
(17.2) (0,097} (0.035)
Balivia M () 158.4 - 0.218 - - - - G.694% 1,604 10
(22840) (0.051)
Brazil: M {t) 2 600.1 - - 0e722 ~0,104 - 802.7 0.781 lalgy 17
(37206) (0.159) (0.025) {257.5)
Gentral dmsrica
Coste Rioca M (t) 83,3 9.308 - - - - - 0,911 1.171 L
' ‘ (78.5) (0.028)
El salvader M (%) ~98.1 - 0. 290 - “ - - 0u843 1,201 1%
(5745) {0.035)
Guatemala M (t) w1741 - - 0u 947 - 0,953 - 0.950 1.147 17
(10,9) (04109) - {0.012)
Hrnduras b/ M (t) ~36.0 - 04267 - - - - - - 17
Nioaragus b/ M (t) T4e6 - 0.29% - - - - - - 17
Chile b/ M (t) 46,9 0.170 - - - - - - - §
Dolembia b/ M (t) - 0.180 - - ~ - ~ - - 13
Daminisan Republie M (t) 30,7 - 0,151 - - - - 0.833 0.910 17
(kc.8) {0.015)
Eouedor M (t) 166.4 - £.156 - - - - 0.807 1.734 17
. ( 29"":.7) (000 20)
Mexioo M (%) 6 553.9 - ¢,080 - - - - 0.865 1,162 17
(1 36344} - (6.008)
Panama M (%) ~2 Y4 0.407 - - - - - 0.993 i.511 18
(3+9) (0.009)

¢4 o3eq

168 /21108
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Table A-2 (srmsluded)

N g g
. . O
Explanatofy variable Coaffiolent  Duebin. Number : gf
Left-hand s of dotormie Watson of obser i
Country - . ot (4)E(t L :
o sble T1(-1)E(z-1) ) x [ p(2)-1(¢)]} . n? d a -
Parcgusy = - K (t) . -2 226,2 0.283 - - - - - 0,868 .  1.533. 18
: . (882.6) (0.026) S
Peru : M(t) -~1097.0 - - B 0.843 - . 0.040 - 04957 1.028 17
. (936.4) . ) {0.390) _ (0.022)
Uroguay- - - . M (%) - 0e)PH - - - - - 0.408 14037 17
{0,007}
vanemm"-ej‘ - - ’ - - - " ’ - - - C - - R - M P

G

Nates Urder the estimate of gach parameter the stander srror appears in bracketss

g/ Summy variable, ) o . .
.74 Modified equation. The explanatory notes are given in the sountry studies.
o Sev Ae2 bla, -
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Mio ()

M
¢, np

(t)

M
mp, np

MI, np (t)

4.2 bis VENEZUELA
Import functions

= 0,144 (t
(o.ooz)Mb )

i

- 360.8 & 0,4401 (t) +0,030Y {t) +
(137.4)  (0.094) P (0.005)

& 232,9 X
(75.2)

- L 079.4 4+ 0,285 1 (t)
(1 138.6) (0.119) P

H(t—l) E(t-1)

1) Blt-1) £ 2 800 (ggg g)xl

+ 5 5]14.0
(1 585.7) ™

-1 304,0 % 0,002 Y (t) +
(1 375.7) (0.021)

(4-1) E(t-1)
+ 3 512,0 4+ 165,2
(2 182.2) ”(t“lf B(t=1) + 2 700 (7437

e

- 1394.8 + 0.022 P (t) &
(656,0) (0,008)

F(t=1) BE{t-1)
*(i ggg:g) Tt~1) B(t~1) + 2 600

= -9837,0- 0,080 P _ (t) 402,11 (&)
(1 788.7) (0.031) P (0.123) P

-~

ilt=1) E(t-3)
15 191.0 + 607.3 X
( 2 613.:0\ fr\u—lj E(t“l) + 2 700 (265,14,)
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B = 0,919

d = 1,118

n = 16

RS = 0,917
= 2,436
= 16

R = 0,896
= 1,649

n =16

R = 0,693

d =1.708

n =16

R® = 0,834

a4 = 2,381

n =16

% = 0,856

a = 1,683

n =16

/SYEBOLS
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SYMBOLS

of = expenditure on insurance and freight
Mto = expenditure on tourism and other imports of other services
Mb = import of goods
Mc, np = import of consumer goods
Mﬁp np = import of raw materials and intermediate products

3 .

MI,’ np. = import of capital goods

The subindex refers to "petroleum" sector..
The subindex np refers to "non-petroleum" sector.

L = dumny variable

/Table A-3



