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THE TRADE AND DOMESTIC SAVINGS GAPS' AND STRUCTURAL 
. . UNEMPLOYMENT IN. LATIN AMERICA 

FOREWORD 

The present report was prepared in collaboration with the Latin 
American Institute for Economic and Social Planning, I t s purpose, i s 
limited to determining the magnitude of the foreign trade and domestic 
savings gaps corresponding to given growth targets for the next decade, ' 
and to establishing the extent of the structural underemployment and 
unemployment now existing in different sectors of the Latin American 
economy. 

As regards the trade and savings gaps, a condensed account i s given 
here of the findings of the individual country studies carried out, which 
are now woil on the way to completion. An analysis i s made of the region 
as a whole, with a special accent on. the more signif icant countries. 
The relevant tables contain data on past, trends, and projections, for 
each country. 

Chapter I i s divided into two parts. In the f i r s t , an examination 
i s made of Latin Americans economic evolution from 1950 to 1966, in terms 
of the growth rate, the investment trend, exports and imports, and 
external financing. The intention i s not to make a complete analysis 
of the econony of the countries in the region, but to study the trends 
of the main macro-economic variables of interest SOT the projections. 
Although the behaviour of these variables was related to the prevailing 
pol ic ies in those countries, these pol ic ies are not discussed in this 
paper» 

In the second part, comments are made on the results of the 
projections as regards the s ize of the trade and domestic savings gaps 
corresponding to particular growth targets in each country. The economic 
policy changes needed to close the gaps and bring those targets within 
reach are not taken into account. Instead the projections are based on 
thè assumption that behaviour of the main macro-economic variables involved 
w i l l agree with the forecasts made from an examination of the situation 

/now and 
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now and in the las t few yea^s. The aim i s to explore the e f f ec t s 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 country in the region. 

Chapter II supplies preliminary estimates on the proportions of 
the economically active .population now partly, or, to ta l ly unemployed. 
The problem i s examined in the context of the principal sectors ..of 
economic act iv i ty . For i l lus trat ive purposes* preliminary estimates are 
also given of .the growth rate needed to solve the problem of structural, 
unemployment or at l east to keep i t from increasing any further in absolute 
terms in the future. I t 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 basis 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 "Economic Survey of Latin America, .1968"). 
These variations do not, however, alter the ftmdamental conclusions of 
the analysis, which attempts.to assess long-term prospects. 

/Chapter I 
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Chapter I 

THE TRADE AND DOMESTIC SAVINGS GAPS IN THE 
NINETEEN-SEVENTIES 

A, ECONOMIC TRENDS IN 1950-66 

1. The growth rate 

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

In this general picture, some countries stand out as. being above 
the average, namely, Brazil, Costa Rics ,̂ Mexico* Nicaragua, Panama, Peru 
and Venezuela, while "others had a particularly sluggish rate of growth: 
Argentina, Bolivia, Paraguay and Uruguay. From I960 onwards, the rate 
tended to r i se in some mining Countries and to slacken off in Brazil, 
the Dominican Republic, Uruguay and Venezuela. I t should also t?e noted 
that the growth rate -of the Central American countries has been rising 
ever since the establishment fif the Common Market. In 1968 there was a 
general improvement in the rate, which was over-5 per cent for the region 
as a whole. 

Very marked differences can be seen between sectors. Although, 
i t i s normal for the different.sectors in the developing countries to 
grow at a variety of rates, in Latin America the net result of the 
differences was often stagnation, because of the relative backwardness 
of key sectors. For instance, in many cases agriculture was so slow-
growing that i t acted as a brake on the over-al l growth of the economy. 
The sectors which supply power 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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Tablé 1 

LATIN AMERICA 8 ORCWTH HATES.CP THE TOTAL AND FER CAPITA GROSS 
DOMESTIC FRODÜCTSj BY COUNTRIES, 1950-66 

(Average annual rates) 

Countiy 
Total gross domestla product Pop capita groaa produat 

Countiy 
I95O-I96O 1960-1966 1950-19661 I950-I960 I96O-I966 I95O-I966 

Argentina 2.9 ; 3.0 1.1 1.4 1.2 

Bolivia o.4 5.1 : 2.1 . .:= -1.7 . 2 . 8 . 0.0 

Brazil 5.8 4 .3 5.2 2.7 ' Í" 
1.4 2.2 

Central America 

Costa Rioa 6.0 a/ 6.1 . ,. m y . • 1.9; a/- 2.6 2.2 b/ 
£1 Salvador 3.7 s/ 6.1+ 4.9 b/ 0.8 a/ 2.7 1.7 5/ 
Guatemala 3.8 ' " 6*4 > . 8 3.? ' 1.7' 
Honduras r 3.6 .. .. 4.7 : > 0 •ir 1-3 0.8; 

Nioaragua 5.2 7.4 6.0 
* 

. 3.3 2.8 ' 

Chile 3.6 • :. 4.2 1.2..... 2.8 1 . 8 . 
Colombia 4.6 M 4.6 1.4 1.3 . 1.4 
Dominican Re pub lia 5.7 * * " ''2.7'- '' 4.6 ' 2.1- ' <' ' -0.8' 0.9 
Ecuador 5.0 • M . \ .4.8 1.9 V 1.0 1.6 • 
Mexico 6 .1 6.2 6.2 3.0 2.7 2.8 

Panana 4.9 - - 8.4 1 6.2 2.0 5.2 3.2 
Paraguay 2.7 ; 3.4 3.0 ; 0.0 0.1 0.0. . , 

Peru 5.1 6.1 5.5 2.7 3.0 2.8 

Uruguay 2.3 0.8 1.7 0.8 -0.5 0.3 

Venezuela 
• . ; 4.7 6.5 3.6 1.4' . 2.8 

Total 5JL >ù ' M ; 
• hl 2.0 

f ' • ,, ' i 
Source* ECLA, on the basis of offlolal statistics* 
a/ 1953-60-
b/ 1953-6̂ . 

/Table 2 
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Table 2 

LATIN AMERICA.! GROWTH RATES OP THE MAJOR SECTORS, BY COUNTRIES, 1950-66 

(Average annual rates) 

Sectors 
Count ty • 

Agricul-
ture 

Mining and 
quarrying 

Manufac-
turing Other Total 

Argentina 2.1 9.8 3.7 2.7 3.0 
Bolivia 1.3 0.1+ 3.9 3.7 2.1 
Brazil 4.2 11.2 7.0 4.4 4.? 

Central America 

Costa Rioa a/ 3.3 7.1 f.7 7.6 6.0 
El Salvador a/ 3.9 -6.2 7.4 5.1 5.0 
Ouatenala 3.7 6.8 6.2 4.7 4.6 
Honduras 3.1 5.2 7.2 4.4 3.9 
Nicaragua 3.3 3.3 7.8 7.8 6.0 

Chile 2,1 3.1 4.0 4.8 4.2 
Colombia 3.0 6.1 5.2 4.6 
Dominican Republic 3-4 16.2 5.6 3.4 4.6 
Ecuador 3*5 3.6 5.7 5.0 4.6 
Mexico 4.1 4.9 7.7 6.3 6.2 
Panama 4.0 7.5 9.5 6.7 6.2 
Paraguay 2.4 5.8 2.4 3.2 2.7 
Peru 3.0 6.7 7.4 5.5 5.4 
Uruguay 1.2 - 2.4 b/ 1.4 1.7 
Venezuela 5-9 5.8 . 8.5 6.1 6.3 

Total 2*4 hi M M 
Souroe: ECLA, on the basis of official statistics, 

a/ 1953-66, 

b/ Including mining and quarrying. 

/The variabil ity 
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The variabi l i ty of the sectoral growth rates, altered the -relative 
importance of the different sectors in the to ta l gross domestic product 
to quite a considerable extent. The change in the share of manufacturing 
was particularly notable, since i t expanded from 22,3 to 27#5 per cent 
of the to ta l gross domestic product for the region between 1950 and 1966. 
The share of agriculture, on the mother hand, dwindled in a large number 
of countries (see table 3)* 

The degree of industrialization varies a good deal from one country 
to another» At one end of the scale, there are the countries where, thanks 
to import substitution, industry i s producing most of the consumer goods 

« * ' *, 
absorbed by thé*national-market and a large proportion of the intermediate 
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 
hère market s i z e , added to other factors, seems to have been a formidable 
obstacle to the progress of import substitution. 

The over-all annual 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 f i f t i e s , access 
to world markets, which had been, distorted, by the Second World War, 
began to be more normal.1 During the following period, however, national 
policy was directed primarily to giving f u l l support to industry, to the 
relative neglect of agriculture. 

Here too the situation'of each country varied, as did that of . 
the individual areas within each country. There were also marked 
disparit ies 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 27 
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Table 12 

LATIN AMERICA* CONTRIBUTION OP THE MAJOR SECTORS TO THE GROSS DCMESTIC 
PRODUCT . AT- FACTOR COST, 1950 AND 1?66 

(Peroentages) 

Sectors • 

- Agriculture ... Mining and Manufacturing ; Others . Total Country _ _ _ _ _ _ quarrying • • ̂  • _ _ _ _ _ 
1950 1966 1950 1966 1950 . 1966 1950 1966 I950 1966 

Argentina 19.1 16.6 0.5 1-5 34.5 38.2 45.9 43.7 loo.o 100.0 
Bolivia 30.8 26.8 15.3 11.5 15.5 20.3 38.4 41.4 100. 0 100.0 
Brazil 30.9 27-5 0.2 0.6 18.6 -25.6 50.3 46.3 100.0 100.0 

Central America 

Costa Ri6a 42.7 a/ 30.5 _ - 10.2 13.5 47.1 56.0 100.0 100.0 
El Salvador - 34.7 2/ 30.4 0.3 0.1 12.1 16.3 52.9 53.2 100.0 100.0 
Guatemala 3^.3 30.1 0.2 0.1 10.4 . 13.4 55.1 .56.4 100.0 100.0 
Honduras 57.7 50.5 1.3 1.6 6.6 10.9 34.4 37.0 100.0 100.0 
Nicaragua 46.5 31.1 2.9 . 2.0 9.1 12.0 41.5 54.7 100.0 100.0 

Chile i4.o 10.0 ' 5.3 12.4 20.0 30.2 60.7 ' 47.4 100.0 100.0 
Colombia 40.-5 31.9 3*7 3.7 13.9 22.1 41.5 42.3 100.0 100.0 
Dominican Republic 32.9 27^0 0.2 1.2 10.4 12.5 56.5. 59.3 100.0 100.0 
Eouador 39.6 33.8 2.2 1.9 18.4 21.8 39.8 42.5 100.0 100.0 
Mexico 21.6 15.9 6.3 5.2 23.I' 29.0 49.0 49.9 100.0 100.0 
Panama 30*8 21.9 0.3 0.3 13*2 21.8 55.7 56.0 100.0 100.0 
Paraguay 40.3 38.4 o.l 0.2 21.0 20.0 38.6 41.4 100.0 100*0 
Peru 27.2 18;7 4.6 5.6: 18.7 25.2 49.5 50.5 100.0 * 100.0 
Uruguay 23.6 21.8 - - 22.0 24.4 54.4 53.8 100.0 100.0 
Venezuela 8.1 7.5 26.0 23.9 12.4 17.2 53.5 51.4 100.0 100.0 

Total : 24 22ii 4*2 4^4 22.3 27a 5 .48.7 47.6 100.0 . 100e0 

Souroe: ECLA, on the basis of officiai statistics« 

a/ 1953* 

/The sectorrs 
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I r ' 

The sector's lack of vigour,.obviously, effected the external sector, 
as witnessed by the low growth rate of exports from the temperate-zone 
countries and the increasing demand for...imported foodstuffs which tightened 
the external bottleneck in some of the mining countries. The sector's 
lack of.grcwth power alèol^partly explains i t s inabi l i ty to retain productive 
la;fcour and the lat ter*s ' to the toTO^ rVThis is• clôfeely connected with the 
structural unemployment i n agriculture^ " which leads to an increasing 
distortion of the role that should be played by the services sectors 
in the econonçr as a whole. Apart; from these adverse e f fec t s on the extern^ 
bottleneck and unemployment, which are-described here not merely because 
of their intrinsic importance but because they are the specif ic subjects 
of t h i s paper, the e f fec t produced by the want of. a supply of food at 
reasonable prices on*the inflationary process in ifeny of the Latin American 
countries has also been pointed out on other*occasions. 

The system of land tenure and farming'has also been a major 
stumbling-block to the introduction of more modern and rational methods 
of - cultivation*'' Some of the Latin Américan countries are tackling the 
problem by means of land reform prograimes, but these have not been 
enough t ^ 'produce a "radical change in the situation.- In many cases price 
policy was unfavourable tg agriculture*. The* systems of protection and 
the establishment of overvalued exchange rates were often used as means 
o f .redistributing income, especially in the countries that export 
agricultural commodities, and were aimed more at promoting industrialization 
than at supporting a satisfactory agricultural development. Technological-
inputs and capital goods for agriculture also are usually priced relat ively 
high in comparison with agricultural output. This situation, coupled with 
the traditional reluctance of farmers to make innovations, and the want 
of suff ic ient 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 
responsible for the backward state of th i s sector. 

During th i s 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 i t s average annual 
rate of growth was 5*5 per cent. The process of import substitution, 

/which had 



E/CN,12/831 
Page 9 

which had begun before 1950, took root and became quite widespread» In 
the majority of countries, allowing for the inevitable differences between 
them, and in the large and medium-sized countries above a l l , the domestic 
production of a wide range of f ina l and intermediate goods made a great 
leap forward. Quality improved as well , and the cost of a number of 
products was reduced. 

As industrialization i s based almost entirely on import substitution 
unmatched by a similar increase in the share of manufactures i n exports, 
i t has become increasingly clear that i t was reaching the saturation point 
in the las t few years. This does not discount the industrialization , 
poss ib i l i t i e s and.requirements that s t i l l ex is t , in the most advanced, 
the intermediate and the less advanced countries al ike. 

The horizontal type of industrial development which ensued covered 
a wide variety of goods which were produced under heavy tar i f f protection 
usually for limited markets. As a result , the plants set up were generally 
small in size and unable to make f u l l use of their capacity. This raised 
costs and reduced the industries* competitive power abroad. 

Attention should also be drawn to the sequence of import substitution. 
Subject to the reservations appropriate to every generalization, i t 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 i t had reached a more advanced stage. Finally, 
i t was only at the end of the nineteen^fift ies that domestic production 
of capital goods acquired some magnitude and then only i n the more developed 
countries. 

Towards the end of the period iiixder 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 relat ively small proportion 6f labour despite the progress i t was 
making, and ha? thus fai led to take a suf f ic ient ly active part in providing 
employment for the surplus labour from the agricultural sector, (see chapter I I ) . 
Wages in industry were usually much 'higher than in agriculture, and th i s , 
among other social factors, encouraged migration to the towns. The signs 
of th is migration are the concentration of structural unemployment in urban 
areas, the absorption of manpower into services, and the growth of the 
marginal population. 
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2, Investment trends 

Gross investment averaged 17.2 per cent of the product during 
1950-66, and at no time- exceeded 18.6 per cent (see table h ) . 

The poss ib i l i ty of translating this1 investmert into a higher rate 
of growth for the gross product was limited by a number of factors. One 
ôf these was the under-utilization of production capacity, owing to 
bottlenecks - in the external sector i n particular - and the small s ize 
of the-markets. The results Was that thé plants set up were often much 
larger than they need have been at the timè. 

Secondly, a weighty proportion of investment was earmarked for 
infrastructure works, which give'low returns i n terms direct and immediate 
contributions to the product.' One example i s ' the energy supply, which 
normally ca l l s for heavy investment. Moreover, investment in many of 
these works takes a long time to mature, as in certain industries, 
notably steelmaki'ng. From l 9 6 l onwards, special importance was also 
la id on social investment- with tore indirect or l e s s marked ef fects 
on production (public headth> housing, urban instal lat ions and education 
were given priority)V 

Thirdly, as domestic: production of capital goods was deferred to 
the closing stage of import substitution, these goods were not available 
local ly in a large enough quantity to cover demand, while imports were 
often limited by probleàs in the external sector. The outcome was a 
defective investment structure, ih which the proportion earmarked for 
equipment was often inadequate. 1 

In the fourth place, the relat ive prices of equipment were and 
s t i l l are high in comparison with world market prices for other goods. 
I f investment were valued at international prices i t would be lower than 
the estimates used i n th i s paper* Thé groèë investment coeff ic ient with 
respect to the product would be about ' 12.4 per cent in I960, instead of 
17#6 per cent according to the structure of domestic prices. Although 
the higher of the two gives an idea of the ef fort made by the region in 
a particular year, i t i s -the lower that represents the real poss ib i l i t i e s 
of transforming investment into further contributions to the product. 

/Table 4 
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Table k 

LATIN AMERICAS GROSS FIXED INVESTMENT AS A PERCENTAGE 
OF THE GROSS DOMESTIC PRODUCT,a/ 1950-66 

• Grose fixed 
Year Investment 

ooeffiolent 

1950 15.7 

1951 18.3 

1952 18.6 

195-3 18.1 

195*+ 18,3 

1955 17.6 

1956 18.3 

1957 0 18.1 

1958 17.2 . 

1959 16.7 
i960 17.6 

1961 17.6 

1962 16.6 

1963 16.1 

1964 16.4 

1965 15.7 

1966 16.4 

Sourget ECLA, on the basis of official statistics. 

a/ Calculated on the basis of dollars at i960 prices« Official exchange rates for 
imports were used* 

/ T h e s e f a c t s 
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These facts are important for assessing the future poss ib i l i t i e s 
of increasing the product in relation to the gross investment required. 
I f i t i s assumed that no major changes w i l l take place in these basic 
conditions, the trend of the capital output ratio should be the same as 
in the past. This i s the assumption that has been adopted for the 
projections^ ¿except in the cases of Argentina and Uruguay (see annex A). 

In 196^66 public investment was 29.9 per cent of to ta l regional 
investment (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 i t s capital investments to the 
private sector, or invests through the medium of State enterprises which 
are often c las s i f i ed in national accounts as outside the public sector 
proper. -

As regards modes of investment financing, i t should be noted that 
consumption followed a more stable trend than domestic saving, which was 
more profoundly affected by the variations in the l eve l of economic ac t iv i ty . 
Moreover, savings were scanty during that period in comparison with 
development financing requirements. External financing thus had a fa i r ly 
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 
se t t l e continuing debts. Consequently, not a l l the savings available 
could be devoted to the expansion of production capacity (see table 6) . 

/Table 5 
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Table 25 

LATIN AMERICA; PERCENTAGE SHARES OP PUBLIC AND PRIVATE INVESTMENT 
IN GROSS FIXED INVESTMENT 9 BY COUNTRIES a / 

Country 
Publio investment Private investment 

Country 1950-
1954 

1955-
I959 

1960-
1964 

1965-
1966 

: 195p-
1954 

1955-
1959 

1960-
. .19-64. 

1965. 
1966 

Argentina 19.5 14.8 15a 11.6 80.5 85.2 84.9 88.4 
Bolivia 19*5 51.5 52.6 35.8 80.5 48.5 47.4 64.2 
Brazil 27.6 30.5 31.2 43.5 72.4 69.5 68.8 56.5 

Central America 

Costa Rica •19.6 • 20.5 24.0 25.7 • 80.4 • '79.5 76.0 74.3 
El Salvador 18.6 18,0 21.7 23.6 • 81.4 82.0 78.3- 76.4 
Guatemala 33*8 36.4 2I.9 17.8 66.2 63.6 78.1 82.2 
Honduras 17.1 19.7 20.6 14.6 82,9 80.3 79.4 85.4 
Nicaragua 20.4 31.4 27.5 18.2 79.6 68.6 72.5 81.8 

Chile « • • 41.7 40.6 • * • 58.3 59.4 
Colombia 15.3 18.4 17.4 I9.2 84.7 81.6 82.6 80.8 
Borainioan Republic 42*1 43.1 31.6 33.6 57.9 ' 56.9 68.4 66.4 
Ecuador 33-0 39.0 42.9 38.5 67.0 • 61.0 57.1 61.5 
Mexico 42.3 35.9 46.5 44.2 57.7 • 64.1 53.5 55.8 
Panama 24.3 21.6 • 23.5 17.7 75.7 78.4 76.5 82.3 
Paraguay U.9 23.5 19.2 20.9 88.1 • 76.5 80.8 79.1 
Peru 18.1 18.2 14.8 21.0 81.9 81.8 85.2 79.0 
Uruguay • 22.0 23.9 33.0 • •• • 78.0 76.1 67.0 
Venezuela 25.6 * 37.4 34.2 24.4 • 74.4 62.6 65.8 75.6 

Total (excluding 
Chile and Uruguay) 26.0 " 28.3 2 8 4 22*2. 2!ii£ 71.7 Ihl 2M. 

Sources ECLA, on the b a s i s of o f f i o i a l s t a t i s t i c s , . 

a / In var ious c o u n t r i e s , investment by S t a t e e n t e r p r i s e s , even vhen f inanoed by budget a p p r o p r i a t i o n s , 
i s no t regarded as p a r t of pub l io investment* 

/Table 26 
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Table 7 

LATIN AMERICA a PERCENTAGE SHARES Of DOMESTIC SAVINGS AND, NET EXTERNAL FINANCING 
IN TOTAL GROSS INVESTMENT, BY COUNTRIES 

Domestic savings Net external financing 
Country, 1950- 1955- i960- 1965- '.1955-, 1955- 1960- 1965-

195** 1960 1964 1966 1954 1959 ¿964 19 66 

Argentina ' ' 97.7 90.1 : 94.0 ' "110,2 " 2.3 ; 9.9 6.0 -10.2 
Bolivia 82.9 * 49.8 ' '45.7 66.2 17.1 50,2 54.3 33.8 
Brazil 88.7 91.5 91.6 102.1 11.3 8,5 8.4 -2,1 

Central America 102.? .. 62.8 ... ' 8li4 . 2h i ' -2s5. 1Z*2 18*1 28.9 

Costa Rica 97.7 77.3 " 74.7 ' 49.9 2.3 ' 22,1 25.3 50.1 
£1 Salvador 118.2 103.0 / 85.0 ' 78.7 * -18.2 -3.0 15.0 2U3 
Guatemala 106.2 . 72.3 79.5 ' 85.1 -6.JT " 27.7 20.5 •14.9 » * • Honduras 92.5 ' 84.1 • 89.7 80.4 ' 7.5 15.9 10.3 19.6 
Nicaragua 

• • , 
93-1* 

' • • * t • 
88.1 81.3 52.9 6.6 

« * » 

11.9 18.7 47.1 

Chile . ' 95.6 91.? ' 73.8 • 94.6 4.4 • 8.1 26.2 5.4 
Colombia . ... '' 94.7 101.4 . ' 85.0 84.9 0.3 • -1.4 •15.0 15.Ì 
Doroinioan Reputilo 89.5 93.3 88.1 59.6 ' 10.5 6.7 11.9 40.4 
Ecuador 106.0 '. . 88.0 ' 86.4 85.8 -6.0 ' 12.0 13.6 14.2 
Mexico. 86.7 : * 89.8 ' 86.2 ' . 86.6 13.3 10*2 13.8 13.4 

Panama. 55.6 ; 50.7 ' 65.6 ' 69.0 44.4 49.3 34.4 31.0 
Paraguay .103.8 79.7 81.7 83.0 ' -3.8 20.3 18.3 17.0 
Peru , ?3.2 , 75.9 , 93.2 89,6 ' 6.8 24.7 6.8 1-0.4 
Uruguay 97.2 : 81.0 ' 81.3 133.4 ' 2.8 • 19.0 18.7 33»^ 
Venezuela 100.8 89.3 125.5 98.9 -0,8 10.7 -25.5 1.1 

, r; • 
Tota,! 2ÌS&2 ' : 8322 " ' 95.7 12s! 1 Z s l ~ M 

Souroet ECU, on the basis of offiòial statistlos« 

/3* Exports 
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3 . Exports 

I t i s 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 grew at an average annual rate of 
4#2 per cent (see table 7 ) . During the same pèriod the terms of trade 
declined, and the resulting loss reduced the net growth rate of the 
purchasing power of exports ( in terms of imports) to only 2.7 per cent 
yearly. This i s quite low, since i t was barely on a par with the annual 
population increase and l e f t no margin for obtaining export earnings to 
meet the foreign exchange requirements that derived from the growth of 
the per capita product. It i s also fa ir ly low in comparison with wofrld 
f igures. The slow annual growth of Latin Americals purchasing power i s 
partly due to the fact that the temps of world trade i s much more sluggish 
in the goods the region exports than in those it'imports. In addition, 
Latin America rs share of the tota l ynrld supply of the type of products 
i t 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 exports over the period in question (temperate-zone 
and coffee-growing countries and some metal exporters). 

The purchasing power of the coffee countries7 exports grew rapidly 
between 1950 and 1954, but then f e l l off considerably with the drop in „ 
coffee prices; petroleum had a fa ir ly favourable growth rate up to 1958, 
but underwent a decline about the time the Suez confl ict was sett led, while 
the mining countries experienced an improvement in the nineteen-sixties* 
Peru was particularly fortunate.in achieving a high growth rate for the 
purchasing power of i t s exports, f i r s t through fishmeal and then through 
copper, but the almost wholly primary structure of i t s export trade 
remained unchanged, and in the las t few years, i t s prospects have been 
limited by certain general factors which are well known. The Central 
American countries have seen their growth rate speed up with the 
formation of the Common Market, as the result of intra-area trade. 

/Table 8 
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Table 7 

I&TIN AHERIGAs GROWTH RATES OP THE VOLUME AND PURCHASING 
POWER OP EXPORTS, BY COUNTRIES 

(Average annual rates) 

Country 
Volume Purohaslng power 

Country 
I95O-I960 I96O-I966 I95O-I966 I95P-I960 196O-I966 1950-1966 

Argentina 1.2 5.8 2,9 -0.2 6.3 2.2 
Bolivia -3.3 7.9 0.8 -1.6 14,5 4.2 
Brazil 3.0 3.8 , 3.3 -0.5 0.5 -0,1 

Central Am&riaa Ü*Z 10.1 £¿2 . 4 a .<: 11.0 

Costa Rioa 5.3 6.0 5.6 . . .4.2 . 7.0 5.3 
El Salvador 4.4 8.3 5.8 5.9- 8.5 6.9 
Guatemala 5.1 12.7 7.9 2.6 12.0 6.1 
Honduras 2.1 11.5 . 5.5 2,3 * 12,9 6.2 
Nicaragua 6.5 11.* 8.4 6.4 •15.4 9.7 

Chile 2.0 5.2 3.2 . 3.1 9.2 5.4 
Colombia 1.7 3.4 1.6 1.4 1.5 
Donlnioan Republio 7.5 -3.8 3.1 3.1 0.5 2.2 
Eouador 7.1 5.2 6.0 4.4 4.5 4.4 
Mexiao 4.1 5.5 4.6 1.7 8.1 4.0 
Farama 4.8 10.5 6.9 ' 3 . 8 11.7 6.7 
Paraguay 2.1 3.9 2.8 -0.7 6.1 1.8 
Pen» 9,6 3.8 7.4 7.0 7.8 , 7.3 
Uruguay -3.2 7.0 OA -4.6 4.8 -1,2 
Venezuela ' 7*4 2.2 5.4 4.3 -2.0 1.8 

Total itii 4 ^ Üzl hi Üii hl 

Soloes ECLA, on the basis of offioial statistics. 

/As regards 
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As regards the structure of exports, primary commodities s t i l l 
account for more than three-quarters of the tota l for Latin America and. 
for most of the countries under consideration, except Mexico, Moreover, 
sixteen items or groups made up of a handful of products, such as 
petroleum and i t s derivatives and f i sher ies products, are decisive in 
export trade. I f each country i s considered separately, the number of 
commodities i s even smaller (see table 8 ) , 

The proportion of exports of manufactures i s s t i l l small. The 
larger countries of the region have shown a tendency to export th i s kind 
of product in the las t few years, but their export trade remains essent ia l ly 
primary in structure. An outstanding case i s that of the Central American 
countries, which, despite the fa ir ly low level of industrial development 
from which they began, have been exporting manufactures to one another 
through their Common Market, Although th i s trade i s carried on within the . 
l imits, of the region i t s e l f , valuable experience has been obtained, 
especially as they have made proportionately mpre progress in that way 
than other Latin American countries- at a more advanced stage of 
industrial i zation, 

In so far as the geographical destination of exports i s concerned, 
Latin America's markets have become rather more diversi f ied since the 
Second World War, Fewer goods are being sold to th£ United States and 
more to Western Europe and the centrally planned economies. The region 
has been losing ground in the United States and Canadian markets (see 
table 9) . 

The increase of sales to Western European countries did l i t t l e 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 the ir position 
as importers, of Latin Americals export products, th i s 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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Country 

Tropical-zone producta 
Brazil 
Colombia 
Costa Rica 
Dominican Republio 
Ecuador b/ 0/ 
El Salvador 
Guatemala b/ 
Haiti g/ 
Honduras 
Nicaragua 
fbnama b/ 

Teaperate-zone products 
Argentina 
Paraguay 
Uruguay 

Mineral products 
Bolivia i/ 
Chile > 

Fuels 
Venezuela 

Other 
Mexico 
Peru 

Total latin America ¿/ 

LATIN A M RICA J PERCENTAGE 

Table 8 

STRUCTURE OP EXPORTS, BY COUNTRIES, I965 

Coffee 

So urea; ECLA, on the basis of 
&/ Including meat meal* 
b/ Yearbook of International 

44.3 
64.6 
41.7 
17.0 
21.5 
50.6 
%.l 
54.8 
17.6 
18.4 
0.9 

4.7 

0.9 

0.5 

« 

15si 

Sugar 

3.6 
1.5 
4.2 

5O.3 
4.1 
1.3 2.2 
7.5 
0.1 
4.0 
2.8 

0.8 
0.1 

.0.3 

Cotton 

6.8 
5.6 

2.8 

6.1 
1.5 
0.? 
0.3 
. . . 

20.0 
18.1 
«V« 

4 6 ^ 

0.1 
0.2 

0.1 

13.6 
13-1 

Üt2 

Coooa 

2.6 

2.0-
5.7 IO.7 
0.1 •• •• 

:0.1 
O O 

0.3 

o»3 

0.8 

Bana-
nas 

Vege-
table] 
fibres 

0.4 
3.7 
25.3 
2.7 

53.Ô& 
l.9d/ 
... 
42.2 
0.5 
51.6 

0.3 

hi 

1.7 

..." 
0.1 
... 
6 a & 
a* 

8.4 

0.8 

OA 

Meat Wheat 

2.9 0.2 
3.0 

0.1 -
2*4«/ •• . • • 
2.6 
4*7 

Maize 

21.7 
29*3 
30.8 

0.1 
O.l 

1.7 

4.8 

25.0 

2.4 

1.7 

0.2 
... 

• • • 
4*5 
0.1 

10.3 
0.4 

3.6 

4 a 

0/ Based on export permits. 
d/ Bananas only* 
e/ Beef. 

officiai foreign trade statisti00. 

Trade Statistics (19661. 

Wool I 1 ! Ytow Wood! Ceppar; Tin .. oro 

1.0 

7.8 
0.3 

47.9 

0.2 
.0.8 

6.7 

2.6 

1.4 

2.4 

4.0 
0.6 0.2 
0.1 

o.7 | / . . . 
• • • i • «. 
8.0! -
I A 4.3 

11.Ò 

Owl 
0.5 

0.6 
69.8 

Petro4 
leum 
and 
petro- prod^ 

... 

leun 
prod*« 
ucta 

6.5 

... 

. • • 

59.0 

1.0 
18.6 

17.8 

• . . 

1.9 

Fish-j j 
eri6.s! Other Total I uota 

- ' -

11.4 

30¿8 

0.6 

' o,í 

0.1a/25.1¡ 10.1 
22.7 i 
23.71 
9.9 ! 

26.0 ¡ 
25.5: 
31.6! 
.20.0: 
20.1 
13.61 

0.1 

0.1 ! 33«6 
0.3: 45.2 
« O ISA 

5.1 92.5 

2.7 
lA 7.1 

6a; j 0.8; 3.5} 24.2 

- ! 38.2 
1.3 ! 16.0 

- j- 1.6 

0.3 156.8 
24.1 j 24.3 
1.7 ! 22.4 

100.0 
100.0 
IOQ.O 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
lOOéO 

100.0 
100.0 

100.0 

100,0 I 
100.0 ; 
100.0 

£/ SITC division 24 with modifications, wood, board and oork. 
g/ ' International Financial Statistics. 
h/ Sisal. 
i/ C.i.f. figured for exports of ores. v 

¿/ Not including Cuba. 

fr \ Oq O (ü ^ 
M H CO ÍU 
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Table 9 

U T IN AMERICA: GEOGRAPHICAL DESTINATION OP EXPORTS 

Destination 1950 i960 1965 1966 

Millions of dollars 

Latin Amerloa 63k 680 1 080 1 175 

North Amerloa (United States and Canada) 2 996 3 745 3 820 4 160 

Western Europe 1 937 2 765 3 690 3 870 

Japan 206 240 48o 570 

Countries with centrally planned 
economies a/ 15V 265 730 700 

Mainland China «13 5 41 205 185 

Developing countries-(excluding Latin 
America) 646 t 854 1 055 1 000 

Total exports from Latin America 6 586 8 590 11 060 11 660 

Percentage of total exports 

Latin Amerloa 9.6 7.9 9.8 10.1 

North America (United States ahd Canada) 45.5 43.6 34.5 35 .7 

Western Europe 29.4 32.2 33.4 33.2 

Japan 3.1 2.8 4.3 4.9 
o 

Countries vlth centrally planned 
economies a/ 2.4 3.1 6.6 6.0 

Mainland China 0.2 0.5 1.9 1.6 

Developing countries (excluding Latin 
America) . 9.8 9.9 9.5 8.5 

Source: United Nations, "World trade by commodity classes and regions", time series 1955-61 
(mimeographed, Internal circulation only), and Monthly Bulletin of Statistics, f&rch 1968. 

a/ Albania, Bulgaria, Czechoslovakia, Eastern Germany, Hungary, Poland, Rcmanla and the USSR. 

/Exports to 
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Exports to the centrally planned economies increased more rapidly 
than intra-Latin American trade i t s e l f and have come close to i t in 
absolute value in the'iàèt" few^éatfs.' ÌÌ4';VóÌume', however/they are s t i l l 
too small to have a decisive influence on the over-al l trend. 

Trade among the Latin American countries i s s t i l l very limited and 
has been slow to grow. Despite the impulse given to i t by the establishment 
of the Latin American Free Trade Association (LAFTA) and the Central American 
Common Market (CACM), i t s proportion of the to ta l has remained much the- same. 

For the majority of primary commodities, and: agricultural products 
i n particular, there i s l i t t l e likelihood that the trend wi l l improve much 
in future. Within th i s general picture, however, prospects for a few 
commodities seem to be fa i r ly encouraging, namely, meat/1 certain metals,, 
and new agricultural products. For sòme, however, the future i s l ike ly . . 
to be bleaker than in the past ten years or so, ban^pas, coffee , grains 
and oilseeds (except animal fodder), wòol, fishmeaL and petroleum© 

The upward trend taken in recent years by export ,o f .manufactures 
... ft.: : •• .. • -J 

from the more developed countries of the region may well continue, and i f 
development pol icies are consolidated the sh&re of these products in 
to ta l export's are l ike ly- to expand. -
' T o judge from the progress made* by the integration movement, intra-
area trade i s l ike ly to grow more rapidly than the t o t a l , particularly 
i n Central America. In LAFTA, stagnation has set in after the f i r s t burst 
of intense growth. Unless greater ef forts are made to^axihieve integration, 
there i s no hope that intra-area trade, w i l l remove the external sector 
bottlenecks to any appreciable extent. 

The projections have not allowed for the possible e f f ec t s of 
integration, on import sub.stitutiQp'''ih. nórî AFTA gòod§, since they have; 
been made essent ia l ly as an extrapolation of* trénds in the las t few yéàrs 
and of existing conditions. 

/k . Imports 
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4 . Imports 

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

The import substitution process has been intensive enough to reduce , 
the import coeff ic ient , which had already dropped considerably before 1950, 
from 13»9 to 10,4 per cent-to the product, between 1950 and 1965 (see table 11)* 
The decline was fa ir ly generalized, and highly persistent in nearly a l l 
the Latin American countries. 

The eventual coeff icient, was re lat ive ly low in comparison with i t s 
l eve l in the rest of the worlds and indicates that, in spite of the process' 
of integration in Latin America, a l l that has been achieved i s a limited 
amount of intra-area trade,, except i n the countries that are members of 
the Central American Common Market, The regional;averages cover widely 
different national import coeff ic ients , which ranged in 1965 from 4.5 per 
cent for Brazil to 33.9 per .cent for Panama. 

I t has been pointed out that the tempo of import substitution 
differed for consumer, intermediate and capital goods.. In 1965 the 
proportion of f ina l consumer goods imported was barely 2.8 per cent b'f * ^ 
to ta l consumption, and capital goods imports constituted 20,8 per cent 
of investment. This proportion i s even higher if^construction ac t iv i t i e s 
are subtracted from investment, since by their very; nature, they need 
relat ively few imported inputs (see table 12). As,import substitution 
had already made considerable headway in consumer and some intermediate 
goods before 1950, the biggest reduction in the import coeff ic ient 
undoubtedly took place in capital goods. 

Substitution in capital goods acquired great-momentum from the 
middle of the^nineteen-fift ies onwards in the larger countries. It mainly 
involved the simpler items, so Latin America i s S t i l l fa i r ly heavily 
dependent on foreign sources for the more complex types of capital goods0 

/Table 10 
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Table 12 

LATIN AMERICAS GROWTH BATE OP IMPORTS, BY COUNTRIES 

(Percentages ) 

Country 
1?5Ö-6O 

Importe 
1?60~66 1950-66 

Argentina 
Bolivia 
Brazil 

Central America 

Costa Rica 
El Salvador 
Guatemala 
Honduras 
Nicaragua. 

Chile 
Colombia 
Dominican Republic 
Eouador 
Mexico 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 

Total 

2.0 
3.2 
3.3 

hi 
8.6 

10.5 

> 4 
> 5 

6.6 
3„o 
3-7 
8.3 
4.2 

- 6.6 
5oO 
>.8 
0.5 
3® 5 
•••/ • 

-0.3 
10.0 

8«>o 
8*4 
8»6 

12.1 • . 
17.6 

4„o 
4,8 

12.7 
4.4.:., 
60 2 
10»4 

•4 ,5' 

-5.Ï 
• 0.3 ' 

M V 

1.1 . 
5.7 

• 0.3 

hi 
8„4 
?«7'v 

60O 
9a 

12,5 

5.7 
3»7 -
7.0 . 
6c 8 
4.9 
80O. 
4.8 

' 9.5V 

¿1*7 
2„3 

M 

Source: ECLA, on the basis öfJ official ata-tistlos. 

/Täble 11 
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Table 7 

LATIN AMERICA: IMPORTS OP GOODS AS A PERCENTAGE OP GROSS 
DOMESTIC PRODUCT, BY COUNTRIES a/ 

Country I960 1955 ' i960 1965 

Argentina 12,6 . 1O06 IO06 9a 
Bolivia 14.7 18.9 I9o0 20o8 
Brazil 11.3 8.4 8.3 4.5 

Contrai America Ik1 . iiii ÌM 21*1 
Costa Rica ¿lo7 . 27.7 26o1 27o7 
El Salvador 21.8 18,8 2 loi 21.1 
Guatemala l2ol • 14.8 13 °3 14.5 
Honduras i w 1 %6 18.9 27o3 
Nicaragua 15» 2 26.8 27.4 2?O4 

Chile 10.8 ,10c9 12,6 11.6 
Colombia 17.5 20o7 13O6 llo9 
Dominican Republic 15a 23*3 13.6 15,5 
Ecuador 9a 14.3 12,6 14.5 
Mexico 11.7 10« 6 " ?a 9a 
Panama 2808 27.6 30.5 33® 9 
Paraguay 12.0 .15 « 3 15.9 1?«5 
Peru 19*0 22,7 20o2 ' 27.3 
Uruguay IM 13o8 : 13.9 . 8o7 
Venezuela 22.7 ,21.2 14,9 12.5 
Latin America 13.S I3.2 11.7 10*4 

Sourge: ECLA, oil the basis of official statistics. " 

a/ Cn the basis of figures in dollars at 1966 prices. Official exchange rates for imports we?e used« 

/Iniports 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 i t s external debt and was 
therefore compelled to cut down on imports, capital goods were the items 
most heavily slashed, In; 1961-62, Argentina imported capital goods, on a 
fa ir ly large scale by means' of'"new*'foreign "loans, and when i t s exports 
later expanded considerably, much of the additional export income had to 
be used to pay part of i t s debts, and i t was unable co step up i t s imports . 
of capital goods to any great extent. When the import coeff ic ient i s 
low from the outset, and imports consist in the main of intermediate and • 
capital goods, as in the more developed countries of the region, variations 

• in the capacity to import must be met. either by reducing imports of 
intermediate, goods so as to lower the economic growth rate immediately 
with the consequent e f fec t on employment, or by making capital goods 
:bear the bru$t of the i m ^ c t . The second course i s usually chosen, 
••despite thë^r-iepercussions.: on the rate: of capital formation and ideyelopmant 
'in the long'run, ; 7;„ 

C Mention'should alsfcbe made of yVenezuela, where imports of equipment 
¡for i t s ex^dift industry (petroleum) i n s t i t u t e d a large proportion o f ' i t s 
imports of-capital goods-.and tota l .purchases, 

~ A prqcess which begins by producing consumer goods in order t̂ o 
. .create . doB^stij? # demand Jfor ip t e i^d ia te . and. capital goods and thus prepares 
the ground for eventually manufacturings these^locally,. evidently has I t s 

; own logic . • On-tfee other: hand̂ , i t must .be realized that many of these-
intermediate and capital goods, which are v i ta l for the normal evolution 
of the process of growth^ wi l l often be produced i n such backward 
conditions that considerable bottlenecks wi l l be formed and hamper 
economic development in general. In th i s respect, too, the countries 
d i f f er substantially from one another. In many cases major basic industrial 
ventures were launched, in the nineteen-forties and nineteen-f i f t ies , 
such as the Volta Redonda s tee l mill in Brazil, the s tee l industry 
established by CORK) in Chile and many basic l ines of production set up 
in Mexico with strong government support. 

/The sequences 
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The sequences followed by the import substitution process was 
instrumental in shaping the structure of importsConsumer goods came 
to account for very l i t t l e , that i s , 21*3 per cent (see table 13)o 
Moreover, many of the f inal consumer goods s t i l l imported-are of an essential 
nature, or are purchased abroad as a counterpart to the exports accepted by 
those same countries. They also constitute a large proportion of the trade 
among the Latin American countries themselves» 

Imports of intermediate goods, on thé othe* hand, increased their share 
to 48o6 per cent of t o t a l imports® The progress achieved in the substitution 
of consumer goods also increased demand for consumer /gôpds in absolute termse 

Consumption, which had been discouraged in many cases before.the import 
substitution process began, was encouraged as domestic production developed* 
Demand rose sharply and' led to an increase in the need for imported 
intermediate goods. Particularly with consumer and capital, goods produced 
by the meta]-transforming industries, manufacture often began with the 
sample assembly of components and gradually progressed unti l in some cases 
extremely high percentages of direct domestic production were attained* 

The relative^reduction of imports,.and the change.in their composition 
had appreciable . .effect s on the balance of payment s * In the more advanced 
countries of the'region i t seems that a low import coef f ic ient , with imports 
comprising mainly; essential .intermediate and capital goods, meant that these 
countries t external vulnerability did. not necessarily decrease as a result 
of import substitution, but that i t changed in character once the f i r s t 
stage- of the process had been completed*, The countries gre now vulnerable, 
not because they are .dependent.J^n.an appreciable volume_of supplies from 
abroad,, but because of the strategic nature of their - importso 

Import coef f i c ients declined to varying degrees in the different 
countries, Argentina, Brazil and Mexico, which had already attained import 
coef f ic ients of l e s s than 10 per cent, have made considerable progress in 
import substitution* Consequently, in recent years the decline of the import 
coeff ic ient has been arrested and i t i s now tending to s tabi l ize or even to 
increase. Moreover, i t i s apparent from o f f i c i a l pronouncements and the 
coef f ic ients implicit in the development plans formulated in recent years 
that the intention i s to increase the import coef f i c ient , 

/Table 12 
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Table 12 

... IrkTIM AMERICA:. IMPORTS ÇF SELECTED GÇODS AS A PERCENTAGE 0t.t t 
SIGNIFICANT DOMESTIC VARIABLES bJ 

• f-fi- • . •• - • • •• • - i .' • . .. 

1950 

"Imported consumer goods as apefroentage. 
of total consumption 

Imported intermediate goods as a 
percentage^of grolis-domestic , 
product at market prices b/ 

Ircpovted capital goods as a percentage 
of gross fixed inrestraent 

3 o2 

5.5 

360 

1955 

3«1 

5«5 

• 29.0 

I960 

2*8 

5*0 

2M-

1965 

208 

5ol 
• \ 1 

-, 20 a 8 

Sources E0LA? on the basis of official statistica*' 

Cn tne basis of figures in dollars at i960 prloes» For the maoFoeeonotoio variables, official 
exchange Fates for exports wore used. Cuba, Haiti and Paraguay are not included^ 

b/ . Including fuels* ¿X; 

Table 13 

LAt IK : AMERICA: PERCENTAGE- COMPOSITION OF TOTAL IMPORTS, BY TYPES OF GOCDS 

Consumer goods * 

Raw- ¿¿te rial s and intermediate' products 

Capital goods' •" > '• .. I 

Total ìmpòrts of goods 

1350 

2Ô. 5 : • 

39.6 
. 39.9 ' 
' loo, q" : 

1955 

: 19.6 

38.6 
100,0' 

19»9 
te „8 
37*3. 
100.0 

1965 

21,3 

48,6 
. 30a 
100.0 

Sourae: ECLA, on • of* offIcial statistios, . 

• jrv 
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In the countries -whose effect ive markets are of intermediate size, 
looked at in regional terms, import substitution has usually retained more 
of i t s original dynamism and the import coeff ic ient i s higher, some 11® 6 per 
cent in Chile and 27c3 per cent in Peru* However, as in the larger countries, 
in these countries too the import coefficient has a tendency to remain 
stationary, although at higher l eve l s , which might be an indication that 
import substitution i s limited there because of the smaller size of the 
markets© 

Venezuela i s a significant example. In the early nineteen-f i f t ies 
i t was s t i l l in the very early stages of import substitution and was s t i l l 
importing a large volume of consumer goods«* During the period under study 
i t made a good deal of progress because of a fa ir ly deliberate and energetic 
policy of import*-saving industrialization© 

Table 12 shows the reciprocal trade of the Central American countries* 
The impact of integration was so great that the total imports of these 
countries grew, despite the fact that the coeff ic ient 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 fa ir ly open 
at the beginning of the n ineteen-f i f t ies and followed two opposing but 
complementary trendss one was towards expansion within the limited context 
of the area market, and the other was to continue a relatively intensive 
process of import-saving substituting for imports from outside the area© 

In countries in which there was a more pronounced rise in the purchasing 
power of exports as a result of the emergence of new products (Peru, Ecuador), 
or of considerable, albeit temporary, increases i n export prices (copper in 
Chile, t in in Bolivia), imports did not contract proportionally, and they 
increased more rapidly than in other countries« This, however, did not always 
result in a corresponding increase in the stock of capital or impetus to 
development. Imports of intermediate and capital goods grew more 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 
goodSo 

/The fact 
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The fact that the import coeff ic ient i s not declining does not mean 
that import saving has not 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 o f f se t s import saving in the sectors in 
which i t i s an important factor0 For, as the gross domestic product 
increases, the demand fpr f inal consumer goods increases in different 
proportions, depending on the sector producing the goods concerned* 
Generally speaking, the demand for manufactures with a high Import 
coef f ic ient , either directly or indirectly^ tends to r ise more rapidly* 
Hence, i f the import coeff ic ient of each and every sector of the economy 
remained constant, the coeff icient for total imports would increase* 
Moreover, i f in a given period tota l .imports maintain a constant ratio 
to the product, i t would mean that there, has been import substitution on 
a fa ir ly large scale in some pector-s which i s offsett ing the trend of 
demand© 

Turning to future prospects for imports, i t may be said that, since 
import substitution has made reasonable progress to d a t e , . i t cannot be 
anticipated that i t w i l l lead in the immediate future to a reduction in 
the relative need for imports on quite the same scale» . Import restraint, 
on the other hand^ i s already quite considerable and was init iated during 
periods of cr i t i ca l shortages of foreign exchange, chief ly with respect to 
capital goods, . This means that . i f , in the future, i t i s wished to increase 
the growth rate of the product, i t w i l l not be possible to l imit imports 
of. capital goods to quite the same extent * for this would lower rather 
than raise the growth .rate.o. Curtailing, imports, either through substitution 
or through restraint,..cannot be rel ied upon as much in the.future as i t has 
in the past to, .prevent, recurrent d e f i c i t s on the. commercial balance« The 
tendency of. :th$( import coef f ic ient to s tabi l i se or,increase in the larger, 
countries of the region noted earl ier i s very signif icant in th is respect0 

/ 5o External 
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5* External 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 exports and the need for imports from 
abroad to promote development^, there was a trend from the mid-nineteen-fifties 
onwards towards a trading de f i c i t which^ in Latin America as a whole, total led 
an annual average of 207 million dollars at current prices over the period 
1950^66 and represented approximately 2<>9 per cent of the value of exports 
over the period^ Throughout the f i f t i e s , capital inflows grew substantially, 
and this enabled Latin America to operate with an adverse trade balance© 
Over the period . 1950-59, the d e f i c i t 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 rapidly, particularly from 
1955^59 onwards^ since they were needed to cover not only the trading 
de f i c i t but a lso their own servicing costs (see table 15)® 

The large volume of the accumulated debt, with i t s accompanying high 
level of servicing, meant that during the nineteen-sixties some countries 
had to pursue a policy of loan repayment or at l eas t of loan restraint» 
As a result , .Several countries tended-to--have trading -surpluses 30 that-they 
could make repayments^to reduce their1 oblijgaitidnso : CbnseqtLently^ increases 
in exports did not always lead to a corresponding increase in imports© 

I t i s worth noting that the share of direct investment in total gross 
capital inflows declined throughout the period, fa l l ing from approximately 
40 per cent in 1950 to some 15 per cent in 1966* 

1/ 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 conclusions, which 
are generally valid for the majority of countries in the region0 
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E/CN»12/831 
Fage 30 

. Table 

UTIN AMERICA:^ COMMERCIAL BALANCE, ANNUAL AVERAGES -BY PERIOB 

(Millions of do IIa re) 

Perlo4 
Exports of • 
goods ' and 
s e r v i c e s 

n) 

Imports; of 
goods and 
services 

(2) 

Commercial 
balanoe 

U-l) 
(3) 

Latin America (excluding Vena sue la) 

1950-1954 
1955-1959 

I96O-I964 ' •' ' 
1365̂ 966 

Latin America (including Venezuela) 

1550-1954 

1955-1359 

•: 1960-1964:. 
: 1965-1966-

6 013.0 

6 570ol 

7 659c6 

9 96oao 

;7-485c5 

,9 008.7 

19 210«0 
12 446.5 

6 043*0 
6 895*0 
8 181.8 

9 526*2 

7 041.3 

8 770.3 
9 662,2 

11 265*7 

30*0 

324*9 
522*2 

-433*2 

-444,2 

-238o4 
-547.8 

.1 180.8 

Souroei ECiA,von the basis pf data in IKF, Balance of Payments Yearbook,: vols» 8-19« 

a/ Excluding Cuba and Haiti. 
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Table 15 

GROSS INFLOW OP FOREIGN COMPENSATORY AND NON-COMPENSATORY FUNDS, AND OUTFLOWS IN RESPECT 
OP AMORTIZATION AND OTHER PAYMENTS AND REMITTANCES OF INTEREST AND 

• PROFITS; ANNUAL AVERAGES BY PERIOD 

(Millions of dollars) 

Gross Inf low of f o r e i g n compensatory and non-eompensatoiy funds 

Period Direct-
invest-
ment 

a) 

Medium-
and l ong -
term non-
compen-
sa to ry 

loans 

( 2 ) 

Medium« 
and long-
term com-
pensato xy 
loans 

(3) 

S h o r t -
. term 
noh-
c-ompen-
satoiy' 
liabil-
ities 

IMF 
c o n t i n -
gency 
loans 

Other 
liabil-
ities of 
the mone 

O f f i c i a l 
t r a n s f e r Total 

tary " Pa^ments 

a u t h o r -
i t i e s 

(4) (5) (6) (7) (8) 

Amort-
i z a t i o n 
payments 
and o t h e r 
ou t f lows 
of f o r e i g n 

compen-
s a t o r y and 
non-compen-

satoiy 
c a p i t a l 

( ? ) 

Balanoe 
(8-3) 

(10) 

Rsmit-
ijanoes 
interest 

and 
profits 

(a) 

Ne-b inflow 
of foreign 
capi*$al to 
finance 
impôts 
( l O - l i ) 

(12) 

Lat in America 
(excluding Venezuela) 

I95O-I954 254,1 216.3 224.3 93*1 39.1 163« 6 21c4 1 013.9 474.2 539.7 437O4 102,3 
• 1955-1959 484e7• 74.0.3 257-1 167*3 760 2 124« 4 90,5 1 940*5 90495 1 036.0 5250 510.7 
1960-196^ 450.3. 1 632.2 583.4 359=8 174o4 72.9 134c 4 3 4o7«4 1 609.4 1 79800 836,9 961a 
I965-I966 5180 3 1 84o*3 583.8 392*0 157.4 21.0 17808 3 69106 2 446.7 1 244O9 1 253«6 -3o7 

Lat in America 
. ( inc lud ing Venezuela) 

I95O-I954 344,0 217c8 224*3 ; 102,4 39-1 168 Oo 21*5 1 117a 494,8 622*3 879« 2 -256,9 
1955-1959 8o4.1 899*9 .277,0 203^3, 7^.2 126,1 9O06 2 477.2 1 068o0 1 409,2 1 223o5 185*7 
1960-1964 450*3 1 670*3 6990 7 382e 5 174.4 73el 136.0 3 58603 1 947O3 1639a 1 456.8 181.9 
1965-1966 557«3 1 949.8 583.8 421.0 157.4 37*0 182O8 3 889«! 2 506e7 1 382o4 1 98I06 -59% 2 

Sources ECLA, on the basis of data in IMF, Balanoe of Payments Yearbook, vols, 8-1J« 

a/ Excluding Cuba and Haiti, P 
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One indicator which reveals the extent to which many countries had to 
import more than they, exported - as a result of de facto situations which 
were not part of a long-term planning trend - i s the fact, that throughout the 
period compensatory loans accounted for a large share of Latin Americans gross 
capital inflows • This meant that countries were frequently unable to finance 
the volume of imports that they needed and had to seek financing from 
commercial banks and monetary authorities« The relatively,, short repayment 
periods and high interest rates 'of. commercial Iq^s^ meantthat; payments, in 
respect of short-tern loans in many cases caused se.yere strains on the 
balance of payments of some countries in the region«, 

During the nineteen-sixties;the situation tended to improve, because . 
of refinancing ** which extended repayment periods and consolidated and 
re-organized debts - and also through international machinery - chiefly 
connected with thé A22iance for'Progress - which endeavoured to programme 
capital inflows in a clearer and more definite manner sq as to: meet. the. 
longer term needs of development programmes» ; - • • ..i 

Refinancing of loans, however, could not prevent" the volume of debt 
servicing from increasing each year, in many cases to very' high levels 0 

All th is , added to the large inflow of capital in. the nineteer>-fifties, 
meant that amortization payments and the payment of interest on foreign 
capital grew considerably, both in absolute value and as a proportion of 
exports» Table 16 shows- that average annual amortization payments rose . 
from 474*2 million dollars during the period 1950-54 to 2,455»? million • 
in 1965-66» Over the..same perxod annual remittances. of; interest and 
dividends were 437*4 and 1,253o6 million dollars respectively»1 This meant : ,t * V: 
that the totâl ¡amount/paid each 'year to service foreign .capital, grew from 
911*6 million dollars in 1950^54' to 3,700*3 sdl l ion This was 
much greater than the growth in the value exports, which rose from ; 
6,013 million^ dollars, in 1950-54.to 9,960 million in 19.65-660 

The>e$ult was that the to ta l amount p̂ i'Id to service foreign capital' 
represented approximately 37#2 per cent of the value of exports in 1966, as 
opposed to 15'0 2 per cent in 1950-54» 

These average figurës^for Latin America do not reveal a l l the seriousness 
of the problem since in somé countries the ratio of total servicing in respect 
of amortization, interest and profi ts to the value of exports was well above 
40 per pent and in Brazil, for example, i t was close to 50 per cent© 
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Table lé 

s/ LATIN AMERICA! FOREIGN CAPITAL SERVICING AS A PROPORTION OF TOTAL EXPORTS, 
ANNUAL AVERAGES BY PERIODS 

(Millions of dollars) 

Foreign capital servicing 
Exports 
of goods 
and 

services 

(4) 

Co-efficient 
of foreign 
capital 
servicing 
(percentage 

of 
export) 
• (3Î/W 

(5) 

Period 
Amortization 
payments and 
other outflows 
for&lgn oompen-
satory and noa-
oompensatozy 
capital 
(1) 

Remittances 
of interest 

and 
profits 

(2) 

Tota,l 

(3) 

Exports 
of goods 
and 

services 

(4) 

Co-efficient 
of foreign 
capital 
servicing 
(percentage 

of 
export) 
• (3Î/W 

(5) 

Latin America /excluding 
Venezuela) 

1950-54 474*2 437.4 911*6 6 013.0 15.2 

1955-5? 904o5 525.3 1 429.8 6 570.1 21.8 

1960-64 1 609*4 . . <336,9 ,2 446.3 7.659c6 31«? 

1965-66 2 446«7 1 253.6 3 700o3 9 960*0 37=2 

Latin America (including 
Venezuela) 

' 

1950-54 494,8 879*2 1 374,0 7 4£6„5 18A 

1955-59 1 068.0 ' 1*223.5 2 29I.5 9 oo8c7 25,1+ 

1960-64 i 947*3 1 456.8 3 404.1 10 211.0 33.3 
1965-66 250607 1981.6 4 488a3 12 44695 36« 1 

Source ; ECLA, un the basis of data in ÌMF, Balance of Payments Yearbook, vols* 8~19q 

a/ Excluding Cuba and Haiti* 
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B* PROJECTIONS^ 1975 AND 1980 

1. Growth targets for tfe^^MTa^V'^nd aaduwfcfrionb"^ 
used In the projections 

(a) Growth targets for the product 
In the projections, three growth targets were assumed for the aggregate 

•gross domestic product of the Latin American countries, both as a group and 
individual ly . The targets adopted apply to the ninoteen-seTentiesp assuming 
that in the remainder of the present decade the rate, .of growth w i l l be 
•much the same as hitherto« 

The thfr&e anilUal rates adoptedwere 6> 6*5 and 7" per cent. The 
present section analyses the e f f ec t s of a growth target of 6 per ce.rt for 
the aggregate gross domestic product> i«e*>, an annual per capita growth 
.rate of 3 psr cent® The per capita-rate i s not the same for a l l countries; 
'in the region since it-depends in each case on population increase« The . 
- e f f ec t s of grbwth rates of 6,5 and 7 per cent w i l l be examined i n later 
sections*- . . - v .. 
(b) Export trends 

In order to determine the growth rates to be assumed for expo^s, 
-,each country was examine and a separate analysis was made of both past 

:,trends andC/£uture prospects for each major traditional export in terns, of 

Tvolume and^j-p^ces^ also bearing in pind^ at a s l ight ly higher l eve l of 
: aggregation ^he growt^cpio^sibilities ôf non^traditional exports. This . ^ 
was the basis on which the hypothesis for the purchasing power of exports, 
was worked out^ î akirig accounl^of ^ e f f ec t s both volume and prices® 

In this basic hypothesis, i t i s assumed that, in l ine with recent 
trends, the rate of growth of exports of manufactures w i l l be quite high in 
some of the more advanced countries of the region» However, i t i s assumed 
also, that" there w i l l be no massive change in exports of manufactures such 
as would completely change the size of the manufacturing sectorsr 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 was designated hypothesis B„ According to th i s hypothesis, 
the purchasing power of exports would grow by 3 «6 per cent annually between 
1966 and 1975^ by 309 per cent between 1975 and 1980, and by an average of 
3*7 per cent between 1966 and 1980« The individual studies on which the 
export growth rates adopted in th i s hypothesis were.based are included in 
other documents, which are nearing completion^ • 

Under this basic hypothesis, i t was assumed that the measures being 
taken by f ive countries of the region that have been endeavoxiring to design 
and implement more ambitious pol ic ies to foster the growth of exports 
- pol ic ies which have already been or are about to be implemented - vrill . 
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 t in and petroleum in Bolivia0 In the case of Costa Rica,, 
which became a full , member of the Central American Common Market more 
recently than the other member countries, i t was assumed that a major 
part of the e f f ec t s of i t s membership would make themselves f e l t over the 
next few years. 

I t was also considered advisable, however,to make allowances for the 
possibi l i ty that'these pol ic ies might not . ful ly achieve their objectives« 
.An additional hypothesis was developed for these f i ve countries, which i s 
shown in table 17 as hypothesis A, tin which the growth rates assumed in 
hypothesis'B for the f ive countries were replaced by the growth rates of 
the volume of exports over the past, decade (1955/57 to 1965/67), while1'for 
the remaining Latin American countries the rates used in the basic 
hypothesis (B) were maintained, This led to the formulation of a new 
hypothesis, in which the average annual rates of growth of the'1'"purchasing 
power of exports in Latin America as a whole would be 2o9 and 3 »2 per cent 
over the periods 1966-75 and 1966-80 respectively^, which are somewhat lower 
than those assumed in the basic 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 i s s l ight ly higher than during the 
period 1955/57 to 1965/67, while a s l ight ly lower rate i s assumed in 
hypothesis A® 

/Table 17 
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Table 17 

LATIN AMERICA* HYPOTHESES FOR THE' FUTURE GROWTH OP THE PURCHASING POWER OP EXPORTS 

(Percentages ) 

Export trends hypotheses for projections of the purchasing power of exports 

1955/57 t o 1965/67 A 
. * ; 

B C 

Volume Purchasing 1966, 1975- 1966- .1966- 1975- 1966- I966- 3-975- 1966-Volume pover 1975 1980 1980 1975 1980 1980 1975 1980 1980 

Argentina , ^ . 5.7 . 2.9 •3.8 3*3 a«9 ' 3»8 3«3 3.5 3.8 3.6 
Bolivia 4c6g/ 7» 9s/ 3*4 4.5 3»9 5.9 3.3 4.6 . 6.4 5.3 6.0 
Brasil - O.lto/ 3.3 3» 3 3.3 4.0 4.0 ' 4.0 5.0 5.0 5.0 

Central America 
1 

Costa Rloa 5.80/ 4.0o/ 5.0 5.7 5.3 7.4 4.3 6.3 , 7.7 4.9 6.7 
El Salvador 7c 80 / 5 . 2 0 / 3.6 3.5 3 »6 3.6 3.5 3.6 ' 4.4 4.:. 4.3 

Guatemala . 8.4d/ 6. Od/ 4.9 4.7 4.8 4.9 4.7 4.8. 5.6 6.0 5 .7 
Honduras 4.3d/ 4.6d/ 1.7 4.2 2.5 1.7 4 . 2 2.5 2.0 5.1 3.1 
Nicaragua 9*9ä/ 9»5d/ 5=1 5.5 5.2 5,1 5*5 5.2 5.5 6.3 5.8 

Chile 4.7 1.2 4.9 2.5 4.1 3.9 . 4.0 7.8, 5.2 6.8 
Colombia • 2.8 0.5 3.7 3.7 3-7 3.7 3.7 3.7 5.2 3® 3 4.5 
Dominican Republic 4.2d/ 2o ld / 3.2 3« 5 3.3 3.2 3.5 . 3.3 3.6 4.5 3.9 
Eouador . 5c2 3*9 4.2 3.5 3.9 4o 2 3.5 3.9. 5.6 4*7 4.9 
Mexico • . M 4dX 3.2 2.9 3.1' 4'. 9 ' 4.6 " 4.8 6.4 5.3 5« 5 
Panama • .8 .6 ; • •5.5 . 5.6 •5.5- = r 5.5 . 5.6 '5.5' 6.4 6.6 6.5 
Paraguay ' 3.8 " 4.5 ' 4.6. 4.6 5 4,6 4.6 . 6,4. 7.1 6.7 
Peri; -7.2 " '•'8.8 0.8 5.9 2.5 0.8 ' 5.9 2.5 4.1 4.3 4,2 
Uruguay .. 2*8 3.1 3.1 . 3.1 3.0 . 3.1 3.6 4.0 3.8 
Venezuela 4«6b/ -0.2b/ 2.4 3=o ' 2.6 2.4 3-0 2,6. 3.1 . 4.1 3.4 

Total.. hi M ; hi ' hé. lil liZ : M : -ita !k2 

a/ Periods 1957/5? to 19 6 5 / 6 7o, 

b/ Periods 19$4/56to 1964/66*. 

c/ Periods 1953/55 to l?6k/66c 

d/ Periods 1950/52 to 1964/66« 

/ ( c ) Import 
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(c) Import trends 
Generally speaking, i t was assumed that the relationship between 

imports and the growth of the product and of gross fixed investment, 
2/ 

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 leve ls in the future« As noted 
above, import substitution has fa l len off somewhat , in some countries in 
the region in recent years, and i f the trend continues i t might mean that 
import coeff ic ients , 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 migiht be higher than projected,, 
I t i s also clear that, since the import coeff ic ient for investment i s 
greater than for intermediate and capital goods owing to a similar lack 
of progress in substitution of imports of imported capital goods9 the 
structure of demand changes and investment becomes relatively,more 
important when a higher growth rate i s assumed for the gross domestic 
product,. Hence, even with no change in anticipated trends in the import 
coeff ic ients for each type of goods, the result would be a relative r i se 
in importsa 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 wi l l remain the same as during the period 1950^660 

In working with the functions used in the projections, some importance was 
given to the marginal propensity to save»^ . 

.Generally speaking, for many Latin American countries the figures 
for the marginal 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 wi l l also r i s e « ^ 

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

¿ / The functions used for each country and their corresponding parameters 
are shown in annex A0 

g There are, of course, some exceptions to this generalization in which 
marginal propensity to save i s lower than average propensity to £ave0 
These are shewn in annex 

/ I t was 
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I t was assumed that, as has been the case hitherto, capacity to 
generate increases in the product w i l l continue to be closely linked to 
the level of gross fixed investme6nt0 This relationship i s expressed by 
the capital-output ratio, which for purposes of the projections was 
determined for each-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 ratio1 were 
affected by the past under-utilization of productive capacity. The 
coeff ic ient of u t i l i za t ion of instal led capacity could be improved i f 
certain pol ic ies and measures, whose e f f e c t s were not taken into account 
in these projections, are adopted. However, in the spec i f ic cases of 
Argentina and Uruguay, where the capital-output' ratio has been too low 
in the past, i t was assumed that the ratio would rise as compared with 
the period 1950-66o 

2m Results of the projections taking a growth target of 
6 per cent for the gross domestic product 

Using the hypotheses outlined in the preceding section, the potential 
trade and savings gaps or surpluses corresponding to an annual growth target 
of 6 per cent for the product during the nineteen-seventies can be determinsdo 

If estimates are made of exports based on the basic hypothesis (B) and 
the variant, hypothesis A, and of imports based on the cri teria outlined -
above, and a .comparison i s made of their respective' volumes in 1975 and . 
1980, i t i s possible to determine, the potential d e f i c i t or surplus on the 
commercial balance that w i l l occur i f these assumptions are bprne out. by 
events,, The d e f i c i t has sometimes been termed the "trade gap", which can 
be defined.as the difference between the value of imports and the purchasing 
power of exports in ,a given year*- " 

Taking each country in the region irKi^idiiaXly, i t was found that most 
countries would probably have a trade gap in 1975 and 1980, while a few 
would have surpluses on their commercial balances-. It may be assumed that 
the export surpluses over import requirements of the la t ter w i l l not be 
transferred to the former, but Will be used to achieve higher growth rates, 
to accumulate reserves, or to promote more l iberal import policies« Hence, 
the present section divides countries'into two groups: those expected to have 

/ a trade 
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a trade gap in the period covered by the projections and those expected to havq 
a trading surplus. The following paragraphs refer to the f i r s t Of these groups 

The projected trade gaps are given in table 18« The table shows t-hat^ 
using basic assumption B for exports and taking a target annual growth rate 
of 6 per cent for the product, f i f t e e n countries would have a trade gap 
totall ing 1,629 million dollars in value; in ; 1975* while in 1980 sixteen 
countries, would have a trade gap;of 2,886 million dollars« : This would 
represent 14«! and 19*3 P e r cent respectively of projected .exports for 
these years® It means that achieving a 6 per cent growth rate for the product 
w i l l depend on the possibi l i ty of-closing the trade, gap, which as can be seen, 
i s not only extremely large but increases progressively over time» In other 
words, the problem of the trade gap w i l l become worse in the future« 

• If ^hypothesis A i s used for' exports, instead;of hypothesis B, for the 
five:countries that have been applying expert promotion pol ic ies , sixteen 
countries in 1975 and seventeen countries i n 1980 would have a trade gap 
of a tota l value of 2,410 and ;4,130 mill ion dollars., respectively (see 
table 19) • This would represent: l6*p9 and; 23«3 per' .pent respectively of 
exports* Under hypothesis A:the problem i s clearly,more serious than under 
the basic hypothesis* y , ; j;.:. 

This analysis of. the trade, gap disregards...the, effects ; of servicing 
foreign capital and the external debt in Latin -America* Since the current 
external debt i s very large, the cost of servicing i t "is very high compared 
with ¡the value of exportso This:m6ans that , ; given the. size of the existing 
debt,: even i f there were no xiew inflows of foreign capital - and obviously 
inflows wi l l be needed to cover the trade gap ^ i t would be necessary to allow 
for the amounts needed to cover servicing at i t s current level« In order to 
i l lustrate the combined, influence of the two factors, a hypothesis was worked 
out in which i t was assumed 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 terns repayment periods,; interest rates, etc0 as have 
prevailed in recent years» On this basis an estimate was made of the total 

i, 

amount payable in respect of profits and interest In 1975 and 1980» A separate 
estimate was made of the potential amount of ^amortization payable in respect 
of the external debt in those years, using the same hypothesis0 

/Table 18 



Table 18 

MTIM-AMERICilt POTENTIAL BALANCE-OF-PAYT'IEOTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT BY 
r GROUPS OF COUNTRIES, 1975 AND I98O . 

Annual growth target of 6 per cent for the grog3 doftestio product 1ft the 
nineteen^ event! es utilizing baslo assumption B for exports 

{Millions of dollars at 1966 prloe3> 

OQ O 
Ct> S « 

H o ro 

M 

i -Potential balanoe-of-payments deficit or 
> surplus, .1975 

Number" of., 
oountrlea-

Potential 
comme roial 
balance 

Potential 
net remit-
tances of 
interest 
and 

profits 

Total 

Potential balanoe-of-payments deficit or 
surplus, I980 

Number of 
countries 

Pótenoial 
commercial 
balance 

Potential 
net remit-
tances of 
interest 
and 

profits 

Total 

Suby*totals Countries with potential 
deficit in their commercial balance 15 .. ri 6?>.l 2 205.4 ;3 834,5 16 2 865.8 _ 3 771*2 6 6370O 

Subtotal : Countries with potential 
surplus on their commercial' balance 3 * 1 556,0 646o7 -799.2 1 958*9 1 159.7 

Total 18 . 719.8 . 3 761,4 4 481,2 18 2 066o6 5 730*1 - 7 796^7 



Table 19 

LATIN AMERICA t POTENTIAL BALANCE-OF-PA YMENTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT BY 
GROUPS OF COUNTRIES, I975 AND I98O 

Annual growth target of 6 per cent for the gross domestic product In the 
aic&eteaa»flerentl3a tatillziag assumption A for exports 

(Millions of dollars at 1966 prices) 

Potential balance-of-payments deficit or 
surplus> 1975 

Number of 
oountrles 

Potential balanoe-of-payaents deficit op 
^ ^ ^ ^ surplus, 1980 

Potential 
commercial 
balance 

Potential 
net remit* 
tances of 
interest 
and 

profits 

Total Number- of 
countries 

Potential 
commercial 
balanoe 

Potential 
net remits 
tances of 
Interest 
and 

profits 

Total 

Sub-total g Countries with potential 
deficit in commercial balance 16 2 409.6 3 125.4 5 535.0 17 4 130.1 5 412,0 9 54a. 1 

Sub-totali Countries with potential 
surplus in commercial balance -739.1 917.9 178*8 •672*7 1 116.4 443*7 

Total 18 1 670.5 4 Q43«3 5 713.8 18 3-457.4 6 528.4 9 985.8 

(D 
H Q 
Uì 
£ 

co 
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Oq 
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The results of t h i s 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 jjçy a tota l of 
2,205 million dollars in respect of prof i t s and interest . This would 
represent 19 per cent, or, i f added to the trade gap, a total of 33-1 per 
cent of the value of exports» In th is case the incidence of payments i n 
respect of interest and prof i ts i s substantially greater than that of the 
trade gap. This i s in l ine with what has happened in recent years in many 
Latin American countries, in which, owing to the accumulation of the external 
debt and the re lat ive ly unfavourable terms on which loans have been granted, 
the incidence of external debt servicing has been so great that i t could be 
o f f s e t only by a surplus on the commercial balance« 

The corresponding amount payable in 1980 in respect of prof i ts and 
interest by countries with a trade gap, ut i l i z ing the same hypotheses.would 
tota l 3*771 mil l ion dollars, or 25»5 per cent of the value of exports. 
Compared with 1975> the tota l has increased hot only in absolute tenas but. 
also as a proportion of the value of exports, thus sHôwiftg that the problem 
becomes more serious with great rapidity over time* 

With regard to the countries which in 1975 and 1980 are expected to 
have a surplus in their commercial balance* thé amounts they would havé to 
pay in respect of interest and prof i ts are so great that> despite the ir 
favourable commercial balance, they would have à balance~of*-payjnents 

5 / 

def ic i t** Even i f these countries received no new capital inflows they 
would tend to have a bal ance-of-payment s d e f i c i t 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 countriçsy;with à trade gap would be 1,323 mill ion 
dollars in 1975 and 2,360 mil l ion in 1980. This i s in addition to payments 
of interest and prof i t s .̂ nd t£e,: potential trade gap. 

¿ / A balance-«of~payments d e f i c i t , in the accepted def ini t ion, comprises 
the de f i c i t i n the commercial balance plus the value of remittances 
of prof i ts and-interest* ^ 

/Besides considering 
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Besides considering the situation for the countries with a trade gap 
as a group, i t 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 th i s . 
i s a serious problem in nearly every country of the region (see table 20)« 

In 1980, the potential balance-of^psgrments de f i c i t on current account 
in eleven countries would be equal to or exceed one-third of the value of 
exports, and in a l l countries except one i t would be above 10 per cent 
(see table 2 l ) . 
(b) The potential savings gap 

Assuming that the growth rate of the product i s 6 per cent and that 
domestic savings evolve in the manner indicated earl ier , i n 1975 investment 
requirements would outstrip domestic savings in sixteen countries of the 
region, with a gap of some 5*647 mill ion dollars* In 1980 the same number 
of countries would have a savings gap, whidi would then amount to 
7>247 mill ion dollars. These amounts would represent 23 and 22 per cent 
respectively of the tota l gross investment required in each of these 
years (see table 22)» 

Looking at countries individually, i t 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 more 
intensive use of instal led capacity, or by bringing in additional external 
savings to make up the difference* The role of capital inflows in closing 
the gap should be looked at in terms of the sectors in which Investment i s 
required and in terms of the type of goods in which investment can be made 
(whether or not they can be produced domestically). I t may be useful , for 
purposes of i l lus trat ion , to note that, i f i t i s assumed that the potential 
savings gap would be closed with additional inflows of foreign capital, the 
volume that these inflows would have t o 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 d e f i c i t on current 
account. 

/Table 20 
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Table 7 

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

Commercial balance 
as a proportion of 
exports of goods 
and services 
(percentages) 

Annual growth 
target of 6 per 
cent for the 

gross domestic 
product 

Number of countries 

1975 1980 

Annual growth 
target of 6«5 per 

cent for the 
gross domestlo 

pro duet 

1975 1980 

Countries Vlth a surplus 3 2 2 1 

Countries with a deficit 15 16 16 17 

0,0 to 9 .9 8 4 5 2 
10*0 to I9.9 1 3 3 4 
20«0 to 29*9 2 3 2 3 
30.0 to 39,9 2 2 2 2 
40.0 to-'1*9.9 2 1 4 1 
50.0 and over - 3 - 5 

Table 21 

LATIN AMERICA: POTENTIAL BALANCE-CF-PAYKENTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT AS A PROPORTION 
OF EXPORTS OF GOODS AND SERVICES, UTILIZING HYPOTHESIS B FOR EXPORTS 

Number of countries 
Commercial balance 
as a proportion of 
exports of goods 
and services 
(percentages) 

Annual growth 
target of 6 per 
cent for the 

gross domestlo 
product 

Annual growth 
target of 6.5 per 
cent for the 

gross domestlo 
product 

1975 I98O 1975 1980 

Countries with a surplus 1 _ - -

Countries with a.deficit 17 18 18 18 

0 .0 to 9*9 4 1 
1 

1 
10.0 to 19.9 3 4 5 3 
20.0 to 29.9 3 2 3 3 
30.0 to 39.9 2 3 2 1 
40.0 to 49.9 - 3 1 2 

50.0 to 59.9 4 • 4 2 

60.0 to 69.9 1 1 2 

70.0 and over - 5 1 5 

/Table-22 
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Table 22 

LATIN AMÉRICAl POTENTIAL DOMESTIC SAVINGS DEFICIT CR SURPLUS BY 
GROUPS OF COUNTRIES, 1975 AND I980 

Annual growth target fit 6 per cent for the gross domestie 
product In the ninèteen^eventles utlUzing 

hypothesis B for exports 

Subtotal» Countries 
with a deficit 

1975 

Number of 
countries 

16 

Millions of 
dollars at 
1966 prices 

5 646*6 

i960 

Number of 
Countries 

16 

Millions of 
dollars at 
1966 prices 

7 247.3 

Subtotal» Countries 
with a surplus 

Total 

2 

18 

-100.1 2 

18 

-242.9 

1 004.4 

Table 23 

LATIN AMERICA! POTENTIAL DOMESTIC SAVINGS DEFICIT CE SURPLUS AS A 
PROPORTION OF TOTAL GROSS INVESTMENT, 1975 AND I98O 

Number of countries. 

Percentages 

Annual growth target ©f. 
6 pei* cent for the gross 

dcneatlo »oduot 

Annual growth target of 6.5 

per oent for the gross domes* 
titn product 

1975 1980 1975 1980 

Countries with a surplus 2 2 1 1 

Countries with a deficit 16 16 17 17 

0 to 9.9 ? 3 1 1 

10 to I9.9 3 1 2 3 
20 to 29.9 3 4 4 3 

30 to 39*9 6 3 3 3 
4o to 49.9 1 4 5 4 

50 and over 1 1. 2 3 

/Whether the 
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Whether the unfavourable trends in the. economy of the region, as 
reflected in these calculations of the ^oter^tial trade and savings gaps,, 
can be overcome depends' $firA ntmber •.-.(>f ;faS.torS«:i.iCri4the case of the trade 
gap, i t wi l l not be easy for some countries to make more rapid progress, 
in planned import substitution i f they operate exclusively on the basis of 
individual domestic markets» Export e^ansion, on the other hand, would 
seem to be, a priority target for idrtually a l l countries in the region. 
Curbing imports of non-essential goods w i l l only help to al leviate the 
situation over the short term. With regard to the savings gap, i t i s 
obvious that virtually a l l the countries of the region must increase 
their domestic savings i f they are to achieve a higher rate of growth; the 
extent to which they must be increased wi l l depend to some extent on .yihat 
policies-; are adopted, inte£ a l i a / to make use of idle capacity and to improve 

the qapital^output ratio. It seems clear, moreover, that a substantial 
improvement in the pace of growth at the kind of rates projected in the 
present document would require, especially at the i n i t i a l stages, an 
increase in the volume of external financial assistance :on term? very 

; ! 
different from those that have prevailed in Latin America during the 
nineteen-sixties. 

An examination of- the nature and scope of the policies that should be 
adopted in Latin America relating to the economic growth factors dealt with 
in these projections i s outside the limited scdf>e of the present document. 
The problem has to be viewed as a whole in terms of a l l aspects of 
development policy. I t also seems obvious that the general views expressed 
above should be viewed in the context of the individual circumstances of 
each country. 

3. Effects of higher growth rates 

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

/Two poss ib i l i t i e s 



E/CN*12/831 
Page 47 

Two p o s s i b i l i t i e s m i l be considered. First;, the trade and savings 
gaps corresponding, t o an annual growth rate of 6.5 per cent w i l l be 
determined, and then the gaps corresponding to a rate of 7 per cent; in 
the l a t t e r case i t i s assumed that the trpnd of exports w i l l be more 
favourable and make rates of th i s kind feasible . 

Lastly, for purposes of i l lus trat ion , an examination wi l l be made 
of the e f f ec t of annual growth targets of 6 and 6.5 per cent on the 
assumption that the trend of exports w i l l correspond,to these rates, 
(a) Effect of an annual growth target of 6.5 per cent for the 

gross domestic product 
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 e f f e c t s of an annual growth rate of 6.5 per cent 
for the gross domestic product under these conditions in the * 
nineteen^sevehties are examined below. 

I t was found that in 1975 f i f t e e n countries would have a trade gap 
of a to ta l value of 2,640 million dollars, while seventeen would have a 
gap of a total value of 4^722 mill ion in 1980: these figures would represent 
22*2 per cent and 24*3 per cent respectively of the value of exports (see 
table 24)• 

Comparing these figures with those 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 - i t was found that a change of only one half of 
one;per cent in the growth rate substantially increased import requirements, 
which, i f exports rose at the same pace, would considerably increase the 
trade gap, even in relat ive terms. In other words, while the d i f f i c u l t i e s 
in the way of achieving a 6 per cent growth rate are considerable, they 
become much more serious very rapidly i f the target rate i s increased. 

It should also be pointed out that, even i f 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 greater* 

/Table 24 
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Table 7 

UTIN AMERICAS POTENTIAL RAUNC&-QP-PAYWEKT& DEFICIT OR SURPLUS ON U ACCOUNT 
EY GROUPS OF COUNTRIES, 1975 A*® 

Annual growth target of 6«5 per cent for the gross domestic product In the 
nineteen-aeventlea utilizing hypothesis B f"ir experts 

(Millions cf dollars at 1966 prloea) 

1975 1980 

Potential 
Number -Potential net remit* 
©f oeottttsroial t a n Q e 0 o f 7 o t a l 

ocuntrieB balance Interest 
and profits 

Potential. 
Number Potential ¿ei remlt-
of commercial taiioes of T o t a l 

countries ' Glance and prafita 

Mbwtotali Countries 
with potential de-
ficit cn the com~ 
meroiejL balance 15 2 640.2 2 480.7- 5 Ì22.? 17 ^ 721.6 jj"5eV«6 10 226.2 

Sftb*totali Countries 
vlth potential surplus 
on the commercial 
balance 3 

Total 

-677.7 1 583.3 905.6 

18 1 962.5 4 0 & . 0 6 ft26.5 18 

-487.4 1 154.6 667.2 

4 234.2 : 6 659.2 10 899.4 

«N 

a / I t i s 
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I t i s also noticeable that, assuming a 6*5 per cent growth rate, 
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 hypotheses, seventeen countries would have a savings 
gap of a total value of 8,180 mill ion dollars in 1975 and 10,956 million 
in 1980 (see table 25)» These figures/.*rould .represent 24*7 and 24*1 per 
cent respectively of gross investment, compared with 23 and 22 per. cent 
for a 6 per cent growth rate, showing that a very much greater e f fort i s 
needed to move from a 6 per cent to a 6#5 per cent growth rate. 
(b) Effect of an annual growth target of 7 per cent for the 

grosa domestic procjucfr 
As seen in the preceding section, as the growth rate for the product 

r ises the trade and savings gaps widen very rapidly. It would therefore be 
entirely 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, i t was assumed that the trend of exports would be more favourable 
than under hypothesis B although s t i l l within feasible l imi t s . This, in 
turn, implies that energetic export promotion pol ic ies would be adopted with 
some likelihood of success, in terns of both domestic supply and the 
probable absorptive capacity of international markets* 

The exports of each country were analysed on the basis of these 
assumptions, which yielded the annual growth rates for the periods 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 countiy, 
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 leve ls as 
in the 6 per cent hypothesis. 

Given a l l th i s , an annual growth rate of 7 per cent would mean a 
trade gap in f i f t e e n countries tota l l ing 2,983 mill ion dollars in 1975 
and in sixteen countries tota l l ing 5,193 million in 1980» These figures 
would represent 23 and 31*8 per cent respectively of the value of exports* 
Despite the assumption that exports w i l l improve, here too serious problems 
arise in attaining a growth target of th i s magnitude (see table 26). 

/Table 25 
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Table 25 

LATIN AMERICA« POTENTIAL DOMESTIC? SAHXGS DEFICIT OR SURPLUS Bf GROUPS: OF 
OOUNIRIES, 1975 AND 1980 

Annual grcvth target of 6» 5 per cent for the gross domestic product 
In the nineteen^event!es irtlliglng hyfrothagja B for egpgfrfea 

? ; 

V 

1975 i960 
? ; 

V 

Number of 
countries 

, Millions ©f 
dollars at 
1966 prices 

Number of 
count ri os 

Millione cf 
dollars at 
1966 prices 

Sub-tstali Countries 
with a deficit 17 8 18O.O 17 19 955*8 

Subvtotal«" Countrl es 
with a surplus l -10 .5 1 

Total 18 8 18 10 ?84.é 

/Table 26 
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Table 26 

LATIN AMERICAS POTENTIAL BA1ANGE--0F-PAYMENTS DEFICIT OR SURPLUS W CURRENT ACCOUNT 
BY GROUPS OP COUNTRIES, 1975 AND I9B0 

Annual growth target of 7 per cent for the gross domestic» produot In the 
nlneteen-seventlea utilizing; hypothesis C for exports 

(Millions of dollars at 1966 prices) 

I975 1980 

Total 
Potential 

Number of Potential net remit-
countries oommeroial tanees of 

balanoe Interest 
and 

profits 

Number of Potential 
countries commercial 

balance 

Potential 
net remit-
tances of 
interest 

and 
profits 

Total 

Subtotals Countries 
with potential 
deficit on the 
commercial balanoe 

Sub-total: Countries 
with potential 
surplus on the 
commercial balanoe 

Total 

15 2 982.8 2 60k.k 5 587.2 16 5 192.5 4 992*0 10 184.5 

3 -642.6 1 575*8 933.2 2 -353.7 2 056.8 1 703.1 

là 2 340.2 4 180.2 6 520.4 18 4 838.8 7 048.8 11 887.6 

/Using the 
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Using the same assumptions, there would be a savings gap of a to ta l 
value of , 10,868 mill ion dollars in eighteen countries in 1975* and of 
15*030 million in seventeen countries in. 1980, .representing 27« 1 and 29*1 per 
cent respectively of the value of gross investment (see table 27)» From the 
standpoint of savings too, veiy sub&tanti^fpt^biems would have to be solved 
for this growth rate to be feas ib le . Moreover, the assumed higher growth 
rate of exports does not change the situation a great deal* and a growth 
target of 7. per cent, would reqirire significant changes in the behaviour of 
a number of the, variables, involved* 
(c) Effect of a higher Growth rate for, exports 

In order to consider the e f f ec t on the s ize of 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 nineteen-seventies, and the purchasing power of exports would 
grow at the higher rate assumed in hypothesis C. 

In the f i r s t case - a growth rate for the product of 6 per cent — 
nine -countries would have a trade gap in 1975 of a tota l value of 
707 mill ion dollars. I t should be recalled that under hypothesis B for 
exports, xising the same target growth rate, f i f t e e n countries would have 
a trade gap in 1975 of a total value of 1*629 million dollars. In other 
words, i f exports grow at a faster rate - although s t i l l within feasible 
l imi t s — the situation i s appreciably improved. 

Assuming a 6 per cent annual growth rate for the product and using 
hypothesis C for exports,, eleven countries would have a trade gap in 1980 
of a tota l value of 1,591 million dollars. 

Assuming an annual growth rate of 6.5 per cent for the product, and 
using the high assumption C for exports, f i f t e e n countries would have a trade 
gap of a to ta l value of 1,630 million dollars in 1975* and sixteen would 
have a trade gap of a tota l value of 2,916 million in 1980 (see 
tables 28 and 29). 

/Table 27 
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Table 27 

LATIN AMERICA! POTENTIAL DOMESTIC SAVINGS DEFICIT OR SURPLUS BY GROUPS OF 
COUNTRIES, 1975 AND I980 

Annual grovQi target of 7 par cent for the, gross domestic produot In the 
nlneteen^seventles utilizing hypothesis C for exports 

1975 1980 

Millions Millions 

Number of 
countries 

of 
dollars 
at 1966 
prioes 

Number of 
countries 

of 
dollars 
at I966 
prioes 

Sub-total: Countries with a deflolt 18 10 867.9 <>30»3 

Sub-total: Countries with a surplus - 1 -14.7 

Total 18 10 867.9 18 15 015.6 

/Table 28 
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Table 28 

LATIN AMERICA» POTENTIAL BALANCE-OF-PAYMENTS DEFICIT OR SURPLUS. ON CURRENT ACCOUNT 
BY GROUPS OF COUNTRIES, 1?75 AND I98O 

Annual growth target of 6 per cent for the gross domes tie product in the 
nineteen-aeventle s utilizing hypothesis C for exports 

(billons of dollars at 1966 prices) 

I375 1980 

Number of 
countries 

Potential 
commercial 
balance 

Potential Potential 
net remit- Potential ? e t remi*' 
tanoes of Total ° f commercial t a n O 0 S o f 

interest countries balanfl<, Interest 
and and 

profits profits 

Total 

Sub-total; Countries 
with a potential 
deficit on the 
ooomerelal balance 706.6 876.3 1 582.9 11 1 59O.6 2 024.6 3 615.2 

Sub-total: Countries 
with a potential 
surplus on the 
commercial balance -1 253.5 2 660.6 1 407.1 -1 752.8 2 884.2 1 131.4 

Total 18 -546.9 3 536.9 2 99Q.O l8 -162.2 4 908.8 4 746.6 

/Table 29 
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Table 29 

LATIN AMERICAl POTENTIAL BALANCE-OP-PAYMTS DEFICIT OR SURPLUS ON CURRENT ACCOUNT 
BY GROUPS OF COUNTRIES, 1975 AND I98O 

Annual growth target of 6.5 per cent for the gross domestic produet In the 
nineteen-seventlea utilizing hypothesis C for exports 

(Millions of dollars at 1966 prloes) 

I975 

Number of 
countries 

Potential 
commercial 
balance 

Potential 
net remit-
tances of 
interest 

and 
profits 

1980 

Total Number of 
oountrles 

Potential 
commercial 
balance 

Potential 
net remit-
tances of 
Interest 

and 
proflts_ 

Total 

Sub-total: Countries 
with a potential 
deficit on the 
commercial balance 15 1 630.0 2 237.6 3 867.6 16 2 914.4 3 782.1 6 696.5 

Sub-total: Countries 
with a potential 
surplus on the 
commercial balanoe -932.8 1 598.4 665.6 -907*7 2 040.5 1 132.8 

Total 18 687*2 3 836.0 4 533.2 18 2 006»7 5 882.6 7 829.3 

/APPENDIX 
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APPENDIX 

The s t a t i s t i c s which served as. a basis for chapter I 
are presented here by countries« 
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Table A 

LATIN AMERICA* POTENTIAL BALANCE-OF-PAYMEMTS AND DOMESTIC SAVINGS DEFICIT 
OR SURPLUS, BY COUNTRY, 1975 

Annual growth target of 6 f.oy cant ¿far t&e ¿gesŝ  Acfflagt̂ o 
product In the nineteen-s event! ea utilizing the 

basic hypothesis (B) for exports 

(Millions of dollars at 1966 prices) 

Percentage annual Potential balanced-payments deficit 
growth rate or surplus on current aooount 

Country 
Potential 

Period Export Imports commercial 
balance 

2/ 

Argentina 1966-75 3.6 7.7 235.0 293A 528.1* 758.8 
Bolivia 1967-75 7.9 3.2 1.1 27.I 28.2 85.8 
Brazil 1966-75 l*.0 5.9 186.3 712.8 899.1 1 188.0 

Central Amerloa 

Costa Rloa 1966-75 6.7 5.7 53.1 27.0 80.1 73.7 
EL Salvador 1966-75 3*9 5.5 119.3 3^7 1 5 M 77.5 
Guatemala 1966.75 5.1 7.0 81*. 0 36.2 123.2 19.2 
Honduras 1966-75 ^ 7 3.8 -23.6 13.8 -9.8 5I+.3 
Nloaragua 1966-75 5.5 2.9 6.1 .. 17.^ 23.5 37.6 

Chile 1967-75 8.0 5.4 39.2 318.7 357.9 532.6 
Colombia 1967-75 7.5 276.9 218.3 1+95.2 689.6 
Dominioan Republic 1966-75 3.2 78.8 i*i*.7 123.5 18I+.0 
Ecuador 1967-75 k.6 2 7.3 ito.6 67.9 131.0 
Mexiso 1966-75 5.7 . -170.2 638.1 1*67.9 -76.8 
Panama 1967-75 5*6 6.6 51.2 85.6 -23.3 
Paraguay. 1967-75 5»5 6.0 42.3 • 13.6 55.9 78.0 
Peru 1966-75 3.3 k.k 1*32.3 31+9.1+ 781.7 110.3 
Uruguay 1967-75 3.4 7.0 13.0 20.3 33.3 263.8 
Venezuela 1966-75 2.7 3.1 -715.5 901*. 1 188.6 1 362.1* 

a/ Imports of goods and services, lefts purchasing power of exports of goods and services* 
b/ Inoludlng net private trans for payments. > . 

Potential 
net remit-
tances of Total 
interest 
and 

profits b/ 

Domestic 
savings 
deficit 
or 

surplus 
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Table B 

LATIN AMERICA: POTENTIAL BALANCS-OF-«PAYMENTS AND DOMESTIC SAVINGS 
DiFIClT OR SURPLUS, BY COUNTRY, lj80 

Aginual jyeyth target of 6 per cent fflr the gross domestic 
produot In the nlneteen-eeventles -ut 111-: lag 

Rypotheala B for eâ porta 

(Millions of dollars at 1966 prices) 

Percentage annual Potential balance-parents deficit 
' grovth rate cr su rp lus on c u r r e n t acsount 

Potential Domestic 
Country 

Period Eiport Imports 

Potential 
oonmeroial 
toalanse 

B/ 

net remit-
tances Of 
interest 
and 

profits b/ 

Total 

savings 
deficit 
or 

surplus 

Argentina 1975-1980 3.8 5.2 482-9 516.7 ?59»6 709.7 
Bolivia 1975-1980 4.5 5.0 « 26.5 4o.o 66.5 112.2 
Brazil 1?75-1980 4,0 3.0 ¿8.8 988.8 1 057«6 1 524.4 

Central America 

Costa Rioa 1975-1980 4.3 6.2 104.5 47.5 152.O 90.4 
El Salvador 1975-1980 3.5 6.4 214.8 81.7 296.5 111.6 
Guatemala 1?75-1980 • 4.9 6.2 150.8 63.7 214.5 17.7 
Honduras 1975-1960 . 4,0- 6.5 4.3 14.2 18.5 72.1 
Nloarag^a, 1975-1980 5» 2 5.9 11.7 2^.7 36.4 48.1 

Chile 1975-1980 3.6 6.5 278.4 514.8 793*2 642.4 
Colombia 1975-1980 . 3-4 6.0 500.7 408.7 909.4 861.6 
Dominloan Republic I975-I980 , 3.5 5.4 126.8 80.3 207.1 249.4 
-Ecuador 1976-1980 3*9 5.9 79»1 71*7 150.8 182.9 
Meadoo 1975-1980 5*7 5.1 -126.5 •842.5 716.0 -196.4 
Panama 1975-1980 • - 5-6 7.3 83»? 149.9 -46.5 
Paraguay 1975-1980 5.5 6.7 70.5 32.? 103.4 121.0 
Peru 1975-1980 5.9 6.2 604.8 766.4 1 371.2 104.0 

, Uruguay 1975-1980 • 3.O 6.0 -75-2 35.2 110.4 370.0 
Venezuela 1975-1980 - 3.0 4.1 >472.7 l 116.4 443.7 2 136.0 

e/ Imports of goods and services, less purchasing power of exports of goods and services, 

b/ Including net private transfer payments* 
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Table A 

LATIN AMERICA! POTENTIAL BALANC&-OF-PAYMENTS DEFICIT OR"SURPLUS, 
BY COUNTRY, 1?75 

Annual growth t a r g e t of 6 per c e n t f e r t h e g r o s s domestic 

p r r d u o t I n t h e n l n e t e e n - s e y e n t l e s u t i l i z i n g 

hypothes i s A f o r expor ts 

(Mi l l ions of d o l l a r s a t pH-oes) 

Percentage annual • Potential balanoe-ofr^aynents deficit 
growth rate or surplus on current aocount 

Country 

Period Esports Imports 

Potential 
commercial. 
balance 

a/ 

Potential 
net remit-
tances of 
interest 
and 

profits b/ 

Total 

Argentina 196^1979 3.6 7.7 235^» ' 293.1 528.1 
Bolivia I967-I975 1.6 2.9 16.5. 38.3 81.8 
Brazil 1966-1975 3.3 5.9 3l3.7 735=5 1 079.2 

Central Amerloa 

Costa Rloa 1966-1975 5.8 5.7 72.8 31-7 107.5 
Ei Salvader 1966-1975 3.9 5.5 119.3 31.7 • 15I.O 
Guatemala 1966-1975 5.1 7.0 81.0 36.2 120.2 
Honduras 1966-1975 1.7 3.8 -23.6 13.8 -9.8 
Nloaragua 1966-1975 5.5 . 2.9 6.1 17.1 23.5 

Chile 1967-1975 1.7 353.7 I56.0 809.7 
Colombia 1967-1975 3.1 7.5 27601 . 218.3 191.7 
Bfmlnloan Republio 1966-1975 3.2 3.4 78.8 H.7 123.5 
Eauador 1967-1975 1.3 1.6 27.3 1o. 6 67.9 
Mexico 1966-1975 3.9 1.2 2H.0 . 711.1 985.I 
Panama 1967-1975 5.6 7.8 31.1 51.2 85.6 
Paraguay- I967-I975 5.5 6.0 12.3 13.6 55.9 : 
Peru 1966-1975 / 3.3 I32.3 3I9.I 781.7 
Uruguay 1967»1975 3.1 7.0 13.0 20.3 33.3 
Venezuela 1966-1975 2.7 3.1 -715.5 9d.i 188.6 

a/ Imports of goods and services, lefts purchasing power of exports of goods and services* 
b/ Inoludlng net private trans for payments. > . 
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Table 0 

LATIN AMERICA« POTENTIAL BALANC©¡¿OF-PAYMENTS DEFICIT CR SURPLUS, 
- • - ̂  • " - • Btf COUNTRY, I98O -

Annual growth target fif, 6 per oent for the gross dcmestlo 
- In.the' nj^tBen^eeventlea -utlll zing . 

hyp0t,fieSlg~A far exports ^ ; 

(Millions of dollars at 1966 prices) 

Percentage annual Potential balanoe~pa#ments deficit 
growth rate or surplus on current account 

Potential 
Country Potential net remit-

ocmmerolal tances of Total Period. „ EsportB Imports balanoe interest 
Total 

- ; 
> and 

s/ profits b/ 

Argentina 1975-1980 3.6 5.2 482.9 516.7 999-6 
Bolivia 1975-1980 4.6 5*3 68.8 I38.4 
Brazil , 

> • • 1975-1980 3.3 3.0 361.3 1 081.8 1 443.1 

Central America 

. Cqsta Rica 1975-1980 5»8 6.2 105.5 164.9 
fä Salvador 1975-1980 3.5 6.4 2l4;f ; • 81,7 296.5 
h Guatamala 1975-1980 4.9 6.2. i5p;8'" 63.7 214.5 
Honduras 1975-1980 4.0. 6.5 4.3 . 14.2 18.5 
Nicaragua 1975-1986 5.2 .. . 24.7 36.4 

Chile 1975-1980 V 6.5 596.3 837*2 1 433.5 
Colombia 1975-I98O 3.4: 6.P 500.7 4o8.7 909.4 
Dominican Republic ,, 1975-1980 3.5 5.4 126.8 80.3 207*1b 
Ecuador I975-I980 3.9 5.9 79.1 71-7 ' 150.8' 
Mexico 1975-1980 3.9 5.1 672.Ö 1 200.5 1'372.5 
Panama 1975-1980 5.6 7-3 66,0 83*0 
Paraguay 1975-1980 5.5 6,7 70.5 32-9 iÖ3.4 
Peru. 1375-1980 5«9 6.2 ¿04.8 766.4 1 37i.2A 
Uruguay 1975-1980 3.0 6.0 13.Q 20.3 
Venezuela 1975*1980 3.0 4.1 -672.7' 1 116.4 Venezuela 

a/ Imports of goods, ana servioes, less purchasing power of exports of good and services« 
b/ Including net private transfer payments© • < -
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Table E 

LATIN AMERICA: POTENTIAL BALANCE-OF^PAYKENTS AND DOMESTIC SAVINGS 
DEFICIT OR SURPLUS, BY COUNTRY, 1975 

Annual growth target of 6»5 per cent for the gross domestic 
product In the nineteen-sevent 1 e3 utilizing 

hypothesis B for exports 
(Millions of dollars at 13^6 prices) 

Percentage annual 
growth rate 

Country 
Period Exports Imports 

Potential balanoe-of-payments 
deficit or surplus on 

current account 
Potential 

Potential net remits 
commercial tances of 
balanoe Interest 

a/ and 
profits b/ 

Total 

Domestio 
savings 
deficit 
or 

surplus 

Argentina 1966-1975 3.6 8.7 463.3 359.0 822.3 1 254.9 

Bolivia I966-I975 7.1 3.2 6.3 27.7 34.0 104.8 
Brazil I966-I975 4.0 7.6 , 616.2 837.7 1 453.9 1 706.1 

Central Amerloa 

Costa Rloa 1966-1975 6.7 6.2 v 68.0 29.I 97.1 93.1 
El Salvador 1966-1975 3.9 5.9 136.6 37.2 173.8 101.1 
Guatemala I966-I975 5.1 8.2 135.5 46.5 182.0 52.5 
Honduras 1966-1975 4.7 -12.7 13.8 1.1 71.I 
Nicaragua I966-I975 5*5 3.1 ; 17.5 1?»4 36.9 48.5 

Chile I967-I975 8.0 5.8 • 76.? 323.6 400.5 710.8 
Colombia I966-I975 3.1 7.8 - 305.4 221.3 526.7 847.4 
Dominican Republio I966-I975 3.2 .. 3.8 88.9 46.1 135.0 223.6 
Ecuador I967-I975 1.3 5.1 39.4 43.0 82.4 165.0 
M&doo I966-I975 5.7 1.7 -71.5' 659.9 588.4 311.0 
Panama 1966-1975 5.6' 6.9 46.4 52.5 98.9 -10.5 
Paraguay I967-I975 5.5 ' 6.4 46.6 14.2 60.8 107.1 
Perni 1966-1975 5.9 5.5 572.2 402.3 974.5 244,6 
Uruguay I967-I975 3.1" .. 7.3 21*0 21.1 42.1 329.5 
Venezuela I966-I975 2.7" 4.0 

» 
-593.5' 909.6 316.1 1 808.6 

a/ Imports of goods and services, less purchasing power 6f exports of good9 and services« 
1/ Including net private transfer payment»» 
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LATIN AMERICA: POTENTIAL BALANCE-0F-PAY»JTS AND DOMESTIC SAVINGS 
. . pEFICIT <R SURPLUS, BY COUNTRY,- l j 8 0 

Annual ̂ owth target of W > per pent for the gross domestic 
product' la the nlneteen-seventles - utilizing 

frftftithesls B for exports 

(Millions of dollars at 1^66 prloes) 

Country 

Paroentage annual 
growth r a t o 

Period Reports Imports 

Potential balance-of-payments 
deficit or surplus on 

current aooount 

Potential 
Potential not remit-
o omo ero lai "tances of 
balance interest 

end 
profits b/ 

Total 

Domestlo 
savings 
deficit 
or 

surplus 

Argentina 1975-1980 3.8 5 '1 , 864.4 706.0" 1 570.4 1 414.6 
Bolivia I975-I98O 4.5 5.'5 40.4 43.2 83.6 l4o.6 
Brasil I975-I96Û 4*0 3.» 703.X 1 3II.2 2 014.3 2 282.4 

Central America . 1 

Costa Bica I975-I98O 6./ 135*.? 54.4 190.3 118.7 
£1 Salvador I975-I98O 3.5 6.9 252.8 90.9 343.7 147.5 
Guatemala I975-I98O m 6.7' 236.5 89.2 325.7 63.7 
Honduras I975-I98O 4.0 7.0' 27.3 17.0 44.3 97.6 

* Nicaragua * > I975-I98O 5.2 5.2 38.8 31.3 70.I 70.1 
Chile I975-I98O 3.* 7.Ò 38Ö.6 545.4 926.0 902.2 
Colombia 1975-̂ 1980 3.4 6.5 57? .8 427.6 1 005.4 1 095.0 
Dominican Republlo 1975-19.80 3.5 5.9 149.1 85.5 234.6 309.2 
Ecuador 1975-1580 ^ 3.9 6.4 105.6 81.0 186.6 234.9 
Mfexieo I975-I98O $.7 5.5 9Ö.8 926.7 1 017.5 338.3 
Panama 1975^1980 5.6 6.$ 98.7 91.9 190.6 -31.2 
Paraguay 1975-1980 5.5 7.1. 81.4 35.4 116.8 147.7 
Peru 1975-1^80 5»9 6.7 841.6 928.1 1 769.7 298.8 
Uruguay 1975-1980 3.0 6.£ 96,8 39.8 136.6 474.7 
Venezuela 1975-1980 -• • 3.0 - 4.4 -487.4 -1 154.6 667.2 2 819,3 

a/ Imports of goods and services/ less purchasing power of exports of goods and services« 

b/ Ihcluding net private transfer payments« 
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Table A 

LATIN AMERICA: POTENTIAL BALANCE-OF-PAYMENTS AND DOMESTIC SAVINGS 
DEFICIT OR SURPLUS, BY COUNTRY, 1J75 

Annual growth target of 7 per cent for the gross domestic product 
In the nlneteen-gevontles utilizing hypothesis C for exports 

(Millions of dollars at 1966 prices) 

Country 

Percentage annual 
growth rate 

Period Exports Imports 

Potential balanoe-of-payments 
deficit or surplus on 

current account 

Potential 
commercial 
balanoe 

s/ 

Potential 
net remit-
tances of 
interest 
and 

profits b/ 

Total 

Domestic 
savings 
deficit 
or 

surplus 

Argentina 1966-1575 4.1 9.7 583.2 386.0 969o2 1 776.8 
Bolivia I967-I975 7.9 3.7 7.1 30.5 37«6 121a3 
Brazil I966-I975 5.0 9.1 831,2 914.9 1 746.1 2 257 «3 

Central America 

Costa Rica 1966-1975 7.0 6«7 75=6 30o7 106.3 112.8 
El Salvador I967-I975 4.9 6.4 119a 33*5 152.6 100.5 
Guatemala I966-I975 5.7 9*4 16906 55.6 225 «2 88a7 
Honduras I966-I975 5.1 4*6 -16.4 1308 -2.6 71.7 
Nioaragua I966-I975 5 o7 3.9 22„5 20e8 43.3 64o0 

Chile I967-I975 8=7 44,9 324ol 374.0 897*9 
Colombia I967-I975 5 el 8,1 206.9 181.7 388.5 1 012c2 
Dominican 
Republio I966-I975 4.2 M 93»0 46.8 139.8 264o8 
Ecuador I967-I975 5o2 5=7 36„O 44.1 80a 201o5 
Mexico I966-I975 6*4 5 a -159.7 636,9 477.2 725o7 
Panama I967-I975 6,6 7« 3 23C4 47a 7°*5 2.9 
Paraguay I967-I975 7o7 6.7 -34.0 12a 46„l 124o5 
Peru I966-I975 606 6o7 718.2 456.3 1 174.5 386C4 
Uruguay I967-I975 3.7 7o6 13P2 20.2 33»4 384.6 
Venezuela 1966-1975 3*3 5.-1 -«466*5 925el 45806 2 274.3 

a/ Imports of goods and services, lefts purchasing power of exports of goods and services* 

b/ Inoludlng net private trans for payments. > . 
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LATIN AMERICA: POTENTIAL BALANCE-OP-PAYMENTS AND DOMESTIC SAVINGS 
DEFICIT OR SURPLUS, BY COUNTRY, I980 

Annual growth target of 7 per oent for the gross domestio produot 
in the nlneteen^sevontleB[ utilizing hypothesis C for exports 

(Millions.. of dollars et 1 966 prloêsT. 

Percentage annual 
• growth rate 

Potential .fcalanoe-of-payments 
deficit or surplus on 

oiirreni account 

Country 

Period Exports Imports 

Potential 
commercial 
balance 

Potential 
net remit-
tances of 
interest 
and 

profits b/ 

Total 

Domestio 
savings 
deficit 
ox* 

surplus 

Argentina 1975-1?80 6.2 1 07602 796.9 1 675«i 2 187 c8 
Bolivia I975-I98O 6a6 6co 20o0 44e9 64,9 16508 
Brazil I975-I98O 5?o 4C4 936a 1-482,6 2 418.-7 3 120A 

Central America 
A . ' •• 

Costa Rica I975-I98O 5*0 7c2 148,4 58*4 206.8 -149*0.. 
El Salvador I975-I98O 4o0 60 3 221 <96 80o7 302.3 * " - I46cf 
Guatemala I975-I98O 6.1 7«2 274.2 •105»9 . 380.1 115^2 
Honduras Ì975-I98O 4*9 6*9 7o6 . 15«0 22O6 . 98CO 
Nicaragua 1975-1980 6» 9 42.3 * 34c2 76*5 93o5 

Chile I975-I98O -5.2 7«5 ' 274*7 V 524,>3 . 799o0 1 Ì9U6 
Colombia I975-I98O 3 a 7.0 65803 447 o0 1 105.3 1 348O3 
Dominican Republic1 I975-I98O 4o2 • 6«4 ' 153-9 .V87.6 ... . 241.5 375o2 
Ecuador 1975-1980 5-2 . 6e8 • 92 »0 •••>•'80.1 '•-v : 172.1 292«9 
Mexico I975-I98O . 6«4 6t0 -67<=3 850,3 783*0 933^0 
Panama I975-I98O 6*6 7*3 54^6 7408 - 129*4 «14̂ 7-
Paraguay I975-I980 - - ; 8.0 -7<8 ••• 54ol .:2708 -.-• 81.9 1̂ 60.0 
Peru I975-I98O < 4« 3 1. 0^ ol •i 096ei ; 1 ; 2 I93c2 5l2c8 
Uruguay I975-I98O • '4o0 •7» 0 :.• 61*4 35«7 . H7ol 55^3-
Venezuela I975-I98O 4e2 5»6 -.286̂ 4 1 206„5 :•• • - 920.1 3 560*8. 

a/ : Imports of goods and services, less purchasing power of exports of good's and services© 

h/ Including net private transfer payments,-» .... 
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Table I 

LATIN AMERICA: POTENTIAL BALANCE-OP-PAYMENTS DEFICIT CE SURPLUS, . BY COUNTRY, 1975 

Annual growth target of 6 per cent for the gross domestic product 
in the nlneteen-_seyentles utilizing hypothesis C for exports 

(Millions of dollars at 1966 prices) 

Percentage annual growth rate 

Country 

Period Ebcports Imports 

Potential balance-of-payments 
deficit or surplus on 

ourröit account 

Potential 
commercial 
balance 

s/ 

Potential 
net remit-
tances of 
interest 
and 

profits b/ 

Total 

Argentina 13&-1975 4.1 7.7 116.5 254.8 371.3 
Bolivia 1967-1975 7.9 3.2 -3.6 29.4 25.8 
Brazil 1966-1975 5.0 5»9 -53.6 662.3 608.7 

Central America 

Costa Rica 1966-1975 7.0 5.7 45*2 26.5 71.7 
El Salvador I967-I975 4.9 5*6 101*8 3I.I 132.9 
Guatemala I966-I975 5.7 7«o 63.0 34.9 97.9 
Honduras 196&.1975 5«1 4.0 -27.4 I3.9 -13.5 
Nicaragua 1966-1975 5.7 3.4 -0.8 . I6.8 16.0 

Chile 1967-1975 8.7 5.4 -26.3 314.5 Z88.2 
Colombia I967-I975 5.1 7.5 149-3 175.5 324»8 
Dominican Republlo 1966-1975 4*2 3.5 72.5 44.0 116.5 
Ecuador 1967-1975 5.2 4.7 11.2 39»1 50.3 
Mexico 1966-1975 6*4 4.4 -36I.7 592.7 23le0 
Panama I967-I975 6.6 6*6 -1.0 44.5 l3o5 
Paraguay 1967-1975 7.7 6.0 25.9 11.3 37.2 
Peru I966-I975 6,7 4,4 121.2 259.I 380.3 
Uruguay I967-I975 3.7 7.0 -2.9 18.7 .15.8 
Venezuela 1966^1975 3*3 4.0 -776.2 967.8 191.6 

a/ Imports of goods and services, less purchasing power of exports of goods and services» 
b/ Inoluding net private transfer payments« 
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fable J 

LATIN AHEñlCA: POTENTIAL BALANCE-OF-PAYMENTS DEFICIT OR SURPLUS, BY COUNTRY, 1?80 

Annual growth t a r g e t of 6 per pen t f o r t h e g r o s s domestic p roduc t 
In. t he h l n o t e e n - s o v e n t i e s u t i l i z i n g hypo thes i s C f o r expor t s 

(Mi l l ions of d o l l a r s a t 1966 p r i c e s ) 

„ Potential balance-of-payisents 
Percentage annual growth rate deficit or surplus on 

current account 
Potential 

Country Potential » net remit-

. Period Reports Imports oammeroial tances of Total 
. . . . . • 

Reports Imports balance interest 
â/ and 

profits b/ . 
Argentina . 1575-1980 4.3 5.2 283,0 412.2 695-2 
Bolivia 1975-1980 6,6 5.1 -8.9 38.3 29.4 
Brazil - •1975-1280 5.0 3*° -396.7 822.6 425.9 
Central America 

Costa Rica 1975-1980 . 5#0 6.2 83.7 44.2 I27.9 
El Salvador 1975-1980 4.0 4.0 I83.5 71.5 255.O 
Guatemala 1975-1980 6.1 6.2 92.9 5 6.7 149.6 
Honduras 1975-1980 4.9 . 6.4 -I5.5 13»3 -2*2 
Nicaragua 1975-1980 6,1 5.9 -7«2 20.7 I3.5 

Chile ^ 1975-1980 5.2 • 6.5 65.7 463.2 528.9 
Colombia / « 1975-1980 3.1 ' 6.0 366.5 308.7 675.2 
Dominican Republic 1975-1980 4.2 5*5 IO8.I 77.0 I85.I 
Ecuador . 1975-1980 5.2 5.8 36.9 61.0 97.9 
Mexico 1975-1980 • 6.4 5.1 -517.5 677.6 I6O.I 
Panama 1975-1980 6*6 , 6.5 V -12.2 58.5 46.3 
Paraguay \ 1975-1980 8.0 6.7 32.9 23.I 56.0 
Peru " 1975-1980 M , 6.6 300.2 480.5 780.7 
Uruguay 1975-1980 4.0 , 6.0 37.2 26.5 63.7 
Venezuela 1975-1980 4.2 . 5.2 -794.8 1 253.2 458.4 

a / Dnports of goods and s e r v i c e s , l e s s pu rchas ing power of expor t s of goods and s e r v i c e s « 

b / 3holudlng n e t p r i v a t e t r a n s f e r payments» 
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Tabid K 

LATIN AMÉRICA* POTENCIAL BALANCS-OP^PAYMMS AND DOMESTIC SAVINGS DEFICIT CSI 
s m p w s , BY COUNTRY, 1J75 

Annual g r e v t h t a r g e t of 6*5 p e r cen t f o r t h e a r p a s domest ic p rcduo t 
i n t h e n ine teen-aevoKt lea u t i l i z i n g hypo thes i s C f o r expor t s 

( s i l l o n a f i t d o l l a r s a t lj?66 p r l b e a ) 

Pe rcen tage annual 
growth r a t e 

P o t e n t i a l ba lano e-cf-payment s 
d e f l o l t or s u r p l u s on 

c u r r e n t account 

Country 

Period 

P o t e n t i a l 
n e t r e m i t -
t a n c e s of 

Ezports Imports eosaueroial i n t e , e s t 
ba l ance 

Potential 

2/ 

arai 
p r ò f i t s 

y 

T o t a l 

Domestic 
savings 
deficit 

or 

s u r p l u s 

Argentina 1966-1975 4.1 e.7 344.8 320.5 665.3 1 253*9 
Bolivia I967-I975 7-9 • 3.5 •'1.7 30.Ò 31.7 101.1 
Brazil I966-.I975 5.0 7.6 376.4 787.2 1 163.6 1 709.3 
Central America i 

Costa Rica 1966-1975 7.0 
a 

6.2 60.1 28.6 88.7 91.9 
El Salvador I967-I975 4.9 6.4 119.1 33.5 152.6 100.6 
Guatemala 1?66-1975 5.7 " 8.2 114.7 45.1 159.8 52.4 
Honduras 1966-1975 5ol 4-. 6 -16.4 13»9 -2,5 71.7 
Nicaragua 1966-1975 5*7 3.4 10.7 13.7 29.4 48.0 

Chile 1967-1975 8.7 * 5.8 11.4 309.3 330.7 713.0 
Colombia I967-I975 5.1 '7.8 177.8 178.6 356.4 848.3 
Dominioan Republic 1966-1975 4.2 3.8 82.5 45.5 128.0 223.6 
Eduador I967-I975 5.2 5^2 23-4 41.6 65.0 165.1 
Mexloo 1966-1975 6.4 '4.8 -262.3 6Í4.6 352.3 308.4 
Panama I967-I975 ' 5.6 U.0 45.8 56.8 -10.9 

Paraguay- I967-I975 7.7 6.4 30.2 11.8 42.0 107.1 
Peru 1966-1975 6.7 - 5.6 261.I 312.0 573.1 236.6 
Uruguay 1967-1975 3*7 7-3 5.1 I9.4 24.5 316.5 
Venezuela I966-I975 3.3 4.5 -654.1 969.9 315.8 1 723.5 

a / Imports of goods and s e r v i c e s , l e s s purchas ing power of expor t s of goods and se rv ices* 
b / I n c l u d i n g n e t p r i v a t e t r a n s f e r payments . 

/Table K 
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Table L 
LATIN AMERICA« POTENTIAL BALANO B-OP-PAYMÉ1JTS DEFICIT OR SURPLUS, 

BY COUNTRY, 1?80 

Annual growth target of 6.5 per cent trr. the areas domeatlo product 
In the nlneteen^seventles utilizing hypothesis C for exports 

(Millions of dollars at 1966 prloes) 

. in'mV;, ; 1- • • ',, '•• '.I ; • i ̂  • • • 
Potential balanoe-of-payments 

Percentage annual grcVtfi rate deficit or surplus on 
current aooount 
Potential 

Country 

'Period ' Importa £sports 

Potential 
commercial 
balance 

s/ 

rovtuibiax 
net remit-
tances of 

• interest 
and 

profits b/ 

Total 

Argentina 1975-1?3Ò 4r>3 5.7 664*5 601c4 1 265.9 
Pell via 1975-1980 606 5o5 5o2 41*5 46,7 
Brazil 1975-1980 !W> -3.8 237.8 1-145*0 • 1 382.8 

Central America 

Costa Rica 1975-1930 5«o '.6.7 . n4.o 52« 2 166.2 
£1 Salvador 1975-1980 40o 6*3 221*6 ' 80.7 302.3 
Guatemala 1975-1980 6ol 6.7 l8l*e 80.1 261.1 
Honduras 1975-1980 4,9 7.7 15»C 22%7 
Kie^rngua 1975-1980 6 a .6.4 16*5 27.3 .>3.8 

Chile 1975-1980 5c2 7«P 66U4 
Colombia 1975-1530 ' 3*1 6.5 443*6 32706 771*2 
Dominican Republic 1975-1?^ 4*2 5.? 130*5 82O2 212*7 
Ecuador 1975-1930 5*2 6.3 É3o7 70o4 134a 
Mexico I975-I980 6*4 5.5 * -29808 762.5 463.7 
Panama I975-I98O 6*6 6.? 20.8̂ 'v 66.6 87.4 
Paraguay I975-I98O 8;o '7.2 43.8 25*6 69*4 
Peru 1975-1980 M 6.6 536.9 642.1 l 179»® 
Uruguay 1975-198^ 4a0 • 6.5 58*8 31.0 89.8 
Venezuela 1975-198(5 Uo2 1 - 5.4 - -608« 9 

i • 
1 278.0 669.1 

Imports of goods and services, less purchasing power of experts of goods and services, 

b/ Inoludlng net private transfer payments* 

/Chapter II 
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Chapter II 

STRUCTURAL UNEMPLOYMENT 

1« Introduction 
The precise definition, measurement and analysis of structural 

unemployment presents some difficulties. Quite apart from the shortage 
of information, other difficulties arise from the fact that the definition 
of an under-employed person varies according to the stage of economic and 
social development, institutional structure and existing social values of 
each country» 

In spite of these drawbacks and K i t h the sole aim of demonstrating the 
magnitude of the problem, an attempt has been made to evaluate under-
employment in Latin America in I960, Underemployed persons represent 
slight3.y over 40 per cent of the economically active labour force» Such 
under-employment does not take the form of complete inactivity; most of 
these persons do some kind of part-time work« If the proportion of 
under-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 Americans active population - about 
18 million persons - was completely unemployed in I960 (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 wholly 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 productivity or complete unproductiveness of a 
certain proportion of this labour does 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 cr 
unemployment is more obvious; 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 
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Table 30 

UTIN AMERICA* ESTIMATED UNEMPLOYMENT EQUIVALENT, i960 

Seotor 

Unemployment ^employment In eaoh 
Economically 
active 
population 
(percentages ) 

equivalent 
as a per-
centage 
of the 
active 
population 
In eaoh 
seotor 

seotor as a 
percentage oft 

The aotlve 
population 
In all 
seotors 

Uheo-
ploy-
raent 
In all 
seotors 

Agriculture, forestry, hunting 
and fishing 

Mining 

Manufacturing 

Construction 

Basic services 

Coismeroe and flnanoe 

Other services 

Miscellaneous activities 

Total 

47*7 

1.0 

14.1 

4*0 

5.0 

9.1 

15.6 

3.5 

100.0 

27.7 

15.6 

6.8 

ll.o 

31.2 

32.8 

67.0 

13.2 

' 0.2 

2 . 2 

0.3 

0,6 

2.8 

5.1 

3.5 

26.7 

49» 6 

0.8 

8.3 

1.1 

1.9 

10.5 

19.2 

8.6 

100.0 

/The category 
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The category of underemployed therefore includes persons who are 
openly unemployed, those who are compelled to work part-time or less 
than the-nominal work period, and thosewho ar6 'emiilcyM, Ain *an ¡economic 
unit operating at exceptionally low produc levels (which, are 
defined according to the present stage of development of each Latin 
American country)» 

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, how far disguised unemployment may shift to 
other areas of the economy or become open unemployment (see table 31)* 

In 1925 manufacturing industry 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 employment (75 per 
cent) was absorbed-by artisan-typed activities. By I960 industry still 
accounted for 14 per.cent of the. total economically active population, 
but its share of the product had risen to 22 per cent. The intensive 
industrialization reflected in the marked increase in the proportion of 
the total product contributed by manufacturing did not dn se much as 
might have been expected to create new employment, Two factors are 
associated with this trends the expansion of factory industry in relation 
to artisan-type activities (accompanied by a rise in nanpowar productivity, 
which in turn boosted 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 total employment has clearly diminished. 
In I960 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 introduction of labour-saving agricultural machinery, and 
the process of urbanization, which was governed by social as well as 
economic factors. 

/Table 31 
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Tablo 31 

UTIN AMERICA» iMPLÔÏMENT BY SECTOR OP ACTIVITY 

Manufacturing Industry Ccntrac-
Year Primary 

Pastory Artisan-
type 

Total 
tion and 
Servioes 

Total 

Millions of persons 

1925 19-9 1.3 3.0 4.3 8*4 32*0 

1950 28,9 ... 7^7 16*3 52*9 

33.I 5.I 4-7 9.8 23.9 66* 8 

InCrxì I925 « 100 

I925 100.0 100,0 100.0 100.0 100.0 100.0 

I95O 11+9.7 • « • ... 179.1 194.0 165.3 

I960 171.5 392.3 15606 22 7 »9 345*2 208.8 

Percentage structure 

I925 59.9 4.1 9.5 13» 6 26O4 100*0 

I95O 54.6 «•4 14.5 3O.9 100.0 

i960 47.1 7.5 6.8 14*3 38*5 100»0 

Scureei EC LA, the Latin American Demographic Centre (CELADE) and the Latin Ameri can 
Institute for Economic and Social Planning (ILPES). 

/The population 
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The population whicb migrated from the country to', the towns and could 
not be absorbed by manufacturing was gradually incorporated in the 
services sector for the most pa^t* Thus services*; which employed 26 per 
cent of the economically active population in 1925» came to absorb 39 p©* 
cent in I960. The inability of-the-goods producing sectors to absorb 
this labour seems to have distorted the pattern of the employment in the . 
services sector, in which th$ manpower employed increased disproportionately. 

Both in the country and in industry, it is basically in the small • 
establishments that unemployment still exists. . 

It may therefore be concluded that unless agricultural production 
increases more rapidly andJ the growth rate of manufacturing is raised 
considerably or the composition of growth by manufacturing sectors is 
radically.changed in favour, of those .using more labour-intensive 
techniques, the chances that disguised unemployment 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 
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 amounts to 27,7 per cent of the 

economically active rural population and it represents about 49*6 per 
cent of the unemployment equivalent in the economy as a whole; this is 
therefore'the root of the problem. In the agricultural 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 sub-family holdings which, according 
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, Domike and Sólon B¿rraclough, "Evolution and reform of 
agrarian structure, in Latin America", Training árid Research Institute 
for Agrarian Reform tInstituto de Capacitación e Investigación en 
Reforma Agraria - ICIRA), Santíágo, Chile, 1966. 

/year round 
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year round for a family with a work capacity of two man-years at the 
prevailing technological level in each, countryOn these sub̂ family 
holdings, the equivalent of disguised unemployment is considered to 
represent, the number of persons belonging to the economically active 
labour force apparently employed in agriculture, over and above the 
manpower required to generate the product actually obtained in the sector, 
according to the levels of output per.unit of manpower prevailing on 
family units in the country concerned* Therefore, in defining the 
unemployment equivalent, account is taken of the level of productivity 
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 economically active popxxlat̂ ion 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 workers, 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 to Latin Americans employment problem 
because of their use of capital-intensive techniques® 

It should be noted that the growth of the traditional industries 
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 excluded from the mrket or has little access to it 
both because they are under-employeti and because of the pattern of income 
distribution. Another factor contributing to this situation is the lack 
of capacity to export. 

The sector comprising commerce, finance and "other services" has an 
undereemployment rate of about 32 per cent. It is particularly difficult 
to calculate this under-employment rate because of the number of jobs 
involved and the absence of any clearly-defined concept of productivity 
in services. These sectors have gradually orbed a substantial 
proportion of the new entrants into the labour market. 

/Table 31 
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Table 32 

LATIN AMERICAS INDUSTRIAL EWPLOTOENT, I95O AND i960 

(Percentages) ' 

Induatxy Employment structure . Induatxy 
1950 i960 

Traditional ^ 64.8 59.6 

Intermediate goods ^ 10.8 12.9 

Metal products 17.8 21.2 

d/ Not classified ^ .. .. 6.6 6.3 

Total 100.0 v • - 100*0 

a/ Including food, beverages, tobaooo, textiles, made-up textile goods,.leather, wood and 
furniture. 

b/ Including paper, pulp, rubber, petroleum and ooal derivatives, and non-metallic minerals, 

0/ Including basic metallurgy and the metal-transforming industry, 
.i ,, 

d/ Including printing, publishing and miscellaneous industries. 

Table 33 . r •; 

LATIN AMERICAS INDUSTRIAL EMPLOYMENT, i960 

(Percentages) : 

Industry 

Distribution 
of artisàn-
type employ-
ment by 
seotors 

Structure of total employment 
in each sector 

Factory 
industry 

Artisan-
type industry 

Total 

Traditional H 4 69.9 44.0 56.0 100*0 

Intermediate goods . . . , • 6 ; 2 78.0 23,0 100*0 

Metal products ; 16.4 63.0 37.0 100,0 

Not classified ' - 7-5 43,0 57*o 100*0 

Total 100,0 52.2 m 100.0 

/A comparison 



E/CN.12/831 
Page 76 

A comparison of the situation prevailing in different countries 
shows that the less developed the country, the greater the unemployment 
equivalent in agriculture. The situation in industiy is somewhat similar, 
although not so well defined. As regards: the other sectors, it is impossible 
to compare 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 necessary to solve the unemployment problem 
An important problem emerging from the foregoing analysis is how tc 

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 employ in entirely productive activities 
the new active manpower resulting from population g rowth* 

It is calculated that, to achieve this, the Latin American product 
must grow by not less than 8 per cent annually from 1970 to 1980 
inclusive if the unemployment equivalent for I960 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 annually throughout the nineteen-seventies, . 
the absolute level of unemployment would be much 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. Firsts it is assumed that the ratios 
of the growth of each of the major economic sectors to the total gross 
domestic product, in terms of elasticity coefficients, will remain the 
same. This in turn may imply that "the import-substitution character of 
the development model - involving 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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Table }k 

LATIN AMERICA* UNEMPLOYMENT BY GROUPS OF COUNTRIES, 1?60 

(Percentages) . 

Economically active population Unemployment equivalent 
in the countries in group a/ in the countries in group a/ 

Seotor . 
I II ni Total I II III Total 

Agriculture, foraatiy, 
hating and fishing 47.I 41.4 61.1 47.7 19*3 40.0 >4é.3 27.7 

Manufacturing 15*0 10.8 14.1 13.2 14.0 35.9 15.6 

Other seotors 38.5 43.6 28.1 38.2 27.6 35.? W.9 31.3 

Total ICOjO 100.0 100*0 lOOoO 21.6 .34.3 éOmmOmatm Ì M 2ZsiL 

a/ Is Argentina, Brazil and Msxiaoj II; Chilo, Colombia, Peru, Uruguay and Venezuela; Ills Bolivia, 
Central America, the Dcminioan Republic, Ecuador, Haiti, Panama and Paraguay. 

/The second 
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The second assumption 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.axtent that industrial 
development may induce more women to work outside the home, the growth 
rate of the gross domestic product would have to be higher than those 
postulated previously if unemployment is to follow the course indicated 
above. 

/Annex A 
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Annex A 
LONG-TERM PROJECTIONS MODEL 

A general model has been prepared in an attempt to reproduce the 
relations existing in the period 1950-66 between the over-all external 
sector and capital formation variables and the economic development 
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 exogenous variable, so 
that annual growth targets can be established, and the effect of those 
targets on the potential balanee-of-payments and domestic savings gaps 
analysed. To that effect, the above model is divided into twos the 
import model» designed to analyse the potential 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. 

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 I 
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Exports are projected as an exogenous variable, in accordance with 
the particular conditions in each country. With this model it is possible 
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 the model 

The variables treated as endogenous or interdependent are: 
P - gross domestic product 
Y = gross national income 
C - total consumption 
I = gross fixed investment 
Irp 2 total gross investment 
H = changes in stocks 
A = total savirig. 
A^ = domestic saving 
Ax - external saving 
M » total imports of goods and services 
B ¡5 potential trade gap or balance 
Ru - remittances of profits 
R„ = net factor income from rest of world x 
\d = interest payments on total external debt (outstanding and new) 
^idn = ^^erest payments on the new external debt 
^idn k = interest payments on the new debt> classified by interest rates 

and repayment and grace periods (k = 1,2, ,m) 
Am^ - » amortization of the external debt 
Am^ - amortization of the new external debt, 
Am^ ^ s amortization of the new external debt, classified by interest 

rates, etc» 
An k (t) aliquot part of the new external debt contracted in year t, 

classified by interest rates, etCt> (k - 1*2, , m) 
D^ (t) = new external debt contracted in year t, 
Dn ^(t) s new external debt contracted in year t, classified by interest 

rates, etc» 
/»•p.-
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D®p, = depreciation and amortization of foreign capital 
FB = gross external financing" 
e „ , I c gross inflow of foreign capitaL 
Ke ss gross foreign capital 

The variables considered to be exogenous or pre-determined are: a 
E ~ exports 
G = terms-of-trade gains 
"'"xf = n e t Priva^e transfer payments or donations 
Am^a » amortization of the outstanding external debt 
\da = interest payments on the outstanding external debt 
1T = terms of trade realtionship 

The constants established in the model are as follows« 
r » coefficients reflecting policy on forms of financing 
^ a coefficient of share of type-k debt in the new external debt 

(k - 1>2, ••« , m) 
P^ = grace period for type-k debt 
n^ = repayment period for type-k debt 
(b) Relations of the model 

[1] P(t) ^ ^ T(h) + ̂  (t) 

[2] M(t) P(t) 4 «2 (t) 

= a a 2 p ( t ) 4 (o2-«-62-£Mt)] (p(t) - I(t)]* 

f3] A±(t) =< 3 4 ^ Y(t) 4 ̂  (t) 
or: 

A±(t) 4 / f ^ (t)J Y(t) 4 ^(t) 

[4] H(t) =/?4 P(t) 4 u4(t) 
[5] B(t) = M(t) -(e (t) 4 G (t)] 

/(6) P(t) 

or: 
M(t) 
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P(t) s C (t) 4 I (t) + H (t) 4- E (t) - M (t) 

Ï (t) - P(t) 4 R (t) 4 G (t) 

C (t) « Y (t) 4 T x f (t) - A i (t) 

A x (t) = M (t) - Yr (t) E (t) - R x ( t ) - T x f (t) 

Xp (t) = 1 (t) 4 H (t) 

A(t) = A i (t) 4 A x (t) 

R u (t) = p 5 K e (t-l) 

FB (t) a A ^ t ) 4 A m d (t) 4 D e
p (t) 

D e
p (t) K e (t-l) 

D n (t) - r ( P B (t) - D e
p (t)j 

I e (t) a (1 - r ) [FB (t) - D e
p (t)] 4 D e

p (t) 

M d ( t ) 8 M d a ( t ) * M d n ( t ) da d n 

t t 
K e (t) = K e ( o ) 4 i ; i e ( h ) - ^ D e (h) 

1 r\ * 1 o 

D , (t) = «f D (t) n, k k n x ' k n m ^ 
for k = 1, 2y ... 9 m 

for k = 1, 2, m 

m 
R. 

/ N R i d n , k 
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w 

R. . , (t) = ldn, k v ' 

for k = X, 2, m 

t-1 
*k £ Dn k ^ if l < t < ^ * l 

0 

ft-1 
t-p -1 

Jfe , 

V | g D n , k ( J ) - ^ L 1 "(i^-J) V k 

if 1 + P k < K p k * \ * 1 

t-1 
i k { y ' " D (j) -

t - P k - 1 

- Z , ( t - P k - o ) A (3) 
^ ~ lPk * nk) 

if t >pk 4 nk 4 1 
m 

[25] ^ ( t ) « C ^ f c i t ) 

Am, , (t) = dn, k ' 
for k = 1, 2, m 

t -

^ A n , k ^ P k ^ ^ k ^ k 

t - p k 

4- * A n , k 
J t " lpk 4 nk " if ' 

if t>p k4 nk 

/(c) General 
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(c) 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 stochastic. The random disturbance is represented by u(t). 

In the first version of the model, an attempt has been made as f$r 
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 examined and adjusted® In addition to that providing a 
constant value for the marginal product-capital 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 ye§r, 
introducing a product-capital coefficient that fluctuates with the rate 
of exports. 

Different import and saving functions have also been tried out. 
As regards the import function, the effect of the increase in exports on 
the import coefficients was introduced to indicate that any import substitution 
that was effected would not be undertaken in an inflexible manner, but 
in such a way as to ensure that some advantage was taken of the development 
possibilities afforded by the greater capacity 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. 

On the basis of the aggregate model described above, it is a simple 
matter to obtain sectoral models, replacing the total import functions, 
for example, by import functions 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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application, of the model to Latin America, the above division has 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« 

With regard to external financing, the identities presented in the 
model are sufficiently explicit» In factor income from the rest of the 
world, a distinction-is made between remittances of profits and interest 
payments on the outstanding and new external debt. In applying the model 
to the different cquntries, explicit assumptions-are made concerning the 
classification of the new debt 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 financing by modifying the constants makes it easy to.consider 
alternatives without changing the basic structure of the model. 

In equation ¡1 z j , the coefficient/^, which gives the remittances 
of net profits as a function of foreign capital, is obtained from 
considerations based on the characteristics of each country. Uith regard 
to changes in stocks, it would be preferable to express them as a function 
of the increase, in the product if more refined data were available. For 

i 
the purposes of projections, similar results are arrived at in simpler 
fashion by expressing the changes in stocks as a function of the product. 
The remaining relations are definitions or identities. 

2. The projection models 
For purposes of the projections designed to analyse the potential 

trade and savings gaps., the gross domestic product must be given growth 
rates that correspond to the targets 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 relations must be eliminated. Thus, the above 
model can be divided into two complete models0 Tiie first, after the 
domestic saving equation is eliminated would be the import or foreign 
trade model. The second, after the import equation is eliminated, would 
be the saving-investment model. Each of these models gives a different 
group of projections for the endogenous variables. 

/The potential 
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The potential trade deficit or surplus is defined as follows: 

[27] B(t) = M(t) - (E (t) 4 G (t)J= M (t) - TiXt) E (t) 

The potential balance-cf-payments deficit or surplus would be: 
[28] A^(t) = M (t) - /E (t) 4 G (t)/~ Rx (t) - Txf (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: 

[29] Ax (t) = IT (t) - A. (t) 
This also represents external saving or net external financing; 

from this expression imports can be obtained through equation ̂ ZBj as 
follow©: 

M (t) = Ax (t) 4 ¿E(t) 4 G (t)/ * Rx (t) 4 T f (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 k (t) is obtained 
directly from ̂ 287; and from this, and ¿29j it is possible to obtain domestic 
saving: A. (t) » L (t) - A (t), which is no longer defined by an x i x 
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 rate on the actual 
structure of the model» If the import function is of the following type: 

M (t) = a2 x b2 P (t) 4 c2 [P (t) - I (t)} 
and the product is given growth rate r the result will be: 

rp = bp and therefore: 
r 

(3l] M (t) = a2 * fb2 4 c2 - c2 -g^J p (t) 
/Thus the 
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Thus the marginal propensity varies in relation to r , diminishing P 
on increasing according to the sign of the coefficient ĉ « 

It is interesting to note that if identity /*28j is written utilizing 
the import model and substituting the expression /3I / for imports, the 
result is: 

[32] Ax (t) = a2 - [Jf(t) E (t) .4 Rx (t) 4 Txf (t)] 4 /b2 4 c2 - a, -^-/p 
and, similarly, utilizing [29 j, [3], [4], [7] and jio], in the saving-
inve stment model: 

r (t) 
[33] Ax (t) = -a3 - b3/"Hx (t) 4 G (t)J 4 ^ 4 b^ - ^ J * (t) 

Now, if the growth rate of the product is derived from £ 327 and [33j, 
the result is aa follows: 

Import model: 

rui , X &2 \ • / R x M * Txf
 ( t )A L J rP (t) " * cJTTtT c2 P (t) 

bx f(t) E (t) bx A x (t) 
c2 P (t) 

Saving-investment model: 
c 2 T T t ) ~ c2 4 P (t) 

a b b.b /R (t) 4G (t)7 
[35] rp (t) = b l (b3 - b,) 4 ^ 4 1 V y ^ J - 4 

Ax (t) 
* b i p l t T 

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

Figure II shows equation ̂"34/ for two export-values and equation 
j35j „ This illustrates a special case, since the values of the parameters 
of and £3 5J are variables for each.year and depend on the values of 
P (t), E (t), Rx (t), Txf (t) and IT (t). 

/Figure II 
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Figure II 

RELATIONSHIP BETWEEN THE GROWTH OF THE GROSS DOMESTIC PRODUCT 
AND THE EXTERNAL SAVING COEFFICIENT 

/ 
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3• Experience in adapting 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 fixed 
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 tvro 
variables increasing over time, such as the gross domestic product and 
cumulative investment. This relationship may, however, be useful, in 
obtaining projections* Moreover, in some countries like Colombia and 
Peru, the residuals of the estimated production function give significant 
values for the Durbin-Watson coefficient. The residuals may be . 
self-correlating as a result of cyclical movements or curves in the 
trend, In the first case, the long-term projections may not be affected, 
but the second introduces an additional element of unreliability into 
the projections. 

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 x-dth the composite 
variable obtained by multiplying the gross domestic product by the 
relationship between the purchasing power of exports 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 introduction of investment as an explanatory 
variable is equivalent to modifying the,propensity to import in relation 
to the established rate. In other words^ a different structure.of the 
import function is obtained for each growth rate of the product. 
Sometimes, as in Brazil, the relation improves considerably with the 
introduction of dummy variables, 

s 

/¿is regards 
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As regards the domestic saving 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 result, 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 to 
"extrapolate 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 changes in 
stocks, more reliable basic data would have to be available, and it 
would be necessary to relate this variable to the increase in the product, 
and to try out other possible expressions, since in many countries they 
depend on the high degree of storage of agricultural commoditieŝ  stocks 
of animals, etc.. 

Tables A-l, A-2 and A-3 present the estimated equations for the 
production, import and'saving functions,.which, 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. 

A a b l e Ä - 1 
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Table JU1 

PRODUCTION FUNCTION 

Bur bin- Number 
tfatsea ; of ebser 
ratio rations 
d n 

Argentina a/ P (t) 503.0 0 . 2 3 2 -
• * : j 

17 

Bolivia P (t) 3 17^9 
(23#l) 

' 0.285' 

(0.006) . 

0.957 1 6 2 3 ? 

Brazil P (t) 13 743.4 (o.oo4) 0,991 0 . 5 60 17 

Central America 

C^sta Rloa P (t) 1 678^6 
(40.4) 

0.3^5 
(0.011) 

0.987 la ¿00 1"+ 

EL Salvader P W 1 012.5 

(38.4) 
0*357 

(0.C16) 
0.977 0.886 lk 

Guatemala P (t) 656,1 
(20,8) 

0.442 
(0*027) 

6.970 0.500 17 

Heifer as P (t) 537.3 
(130) 

O . 3 2 2 
(0,016) 

0.966, 1.H62 17 

Nloaragua P 
» 

(t) 1 626.9 

( 5 M 

0.352 

( 0 . 0 1 7 ) 
0.968 1.7^ 17 

Chile P (t) 14 270.8 

(115.1) , 
0.293 

( 0 . 0 1 0 ) 

0.994 2.5^2 7 

Ctlcnbla P (*> 14 5^»9 
(2 338.7) 

0.237, 
(0.059) 

C . 9 9 1 0.611 17 

Dcolniean Re publie P (t) 517.0 
(22.0) 

0.278 
(0*023) 

0.912 1.937 17 

Ecuador P (t) 9 279*3 
(129*6) 

0.361 
(0,009) 

0.592 1.097r 17 

Mexico P 87 k?3*8 
(1 

0.417 

(0.007) 

0.996 1.268 17 

Panama P (t) 234.1 

(3.9) 
0.458 

(0*007) 
0.996 17 

Paraguay P (t) 26 226*5 

(27002) 

Or. 208 
(ouoo8) 

0.989 1.775 17 

Peru P (t) 44 016.8 
(901,4) 

0*2*58 
(O^OüÖ) 

0*989 0.668 15 

Uruguay a/ P (*) 23 778.0 0.235 - - 11+ 

Venezuela P (t) npx ' 10 090.8 

(259*2) 
0.251 

(0o008) 

0.988 0.825 15 

Left-hand j&planatcry variable y Coefficient 
aide vari- "" of deterinl-Country t-1 able i £Y(h) nation 

h-o R2 

a/ Modified equation» The explanatory notes are given In the country studies 
b/ The explanatory variable Is Investment In the non-petroleum sector» 

/Table A-2 



Table A*2 

IMPORT FUNCTION 

h3 
8-H 
CD 

r M 

8 
o 
£ 
CD 
P-

Loft-hand Explanatory variable Coefficient Durbin- Number 
Country side vari-

, , i ( t ) 
'/T(t)E (t) 

•X 
of determi- Watson of obser Country able 1 p (t) TT(t)s(t) 

TT(t-l)E(t-l) 
, , i ( t ) p(t)J(t)rKt-i)E(t-i) 

x [ P ( t ) - l ( t ) ) 

•X nation 
R2 

ratio 
d 

vations 
n 

Argentina M (t) 33« 5 
(17.2) 

- - 0 .368 

(o.o?7) 
0.010 

(0.035) 
- 0.727 1.241 17 

BeIivia M (t) 158*4 
(228.0) 

- 0.218 
(0.051) 

*•> 1.604 10 

Brazil1 M (t) 2 6oo«l 
(372o6) 

- 0,722 
(0.159) 

«0,104 
(O.O25) 

802.7 
(257.5) 

0.781 1.491 17 

Central Anterioa 

Costa Rioa M (t) -83o3 
(78.5) 

1.308 
(0,028) 

- - 0.911 1.171 ik 

El Salvador M (t) -98.1 

(57.5) 
- 0.290 

(0.035) 
- — 0,9+3 1.201 ik 

Guatemala M (t) -17.1 
(10,9) 

0.947 
(0.109) 

0,053 
(0.012) 

- 0.950 1.147 17 

Honduras b/ M (t) ** 0.267 - - - 17 
Nicaragua b/ M (t) 74.6 - 0.295 - M 17 

Chile b/ M (t) ~446.o 0.170 - - - - - - 8 

Colombia b/ H (t) - 0.l80 - - - - 18 

Eominioan Republic 

Ecuador 

9 H (t) 

M (t) 

30.7 
(U0.8) 
l6604 

(294,7) 

0.151 
(0.015) 
0,156 

(0.020) 
- -

0*833 

0.807 

0.910 

1.734 

17 

17 

Mexico M (t) 6 553-9 
(1 363^) 

- 0,080 
(0,008) 

- - - 0.865 1.162 17 

Panama M (t) -24.4 
(3.9) 

0,407 
(0.009) 

- tea 0-993 1.511 18 

cm o <D feS 

V-0 



table A-2 (ermeluded) 

Explanatory variable Coeffiolent Burbin~ Number 
Country - Left-hand 

side vari-
able 1 P (t) rtMm lit) K t M t ) 

•rr(t-i)E(t-i)rfti 

Tf (t)E(t) , , 
ff(t-l)]S(t-l) * * 
xi P(t)-I(t)] 

of deterial-
natlon" 

& 
Watson 
ratio 

d 

of obeer 
vat 1 oiis 

n 

Paraguay K (t) -2 226,2 * 
(882,6) 

0.263 
(0,026) 

•• •«• •• ___ 0*868 1*533. 18 

Peru M (t) -1 097e0 • 
(936.4). 

m - • 0.843 - -
(0.390) 

o,c4o 
(0.022) 

0.957 1.028 17 

Uruguay- M (t) - 0.134 
(0.007) 

- M a» 9.4O3 1.037 17 

Venezuela 0/ • - ft* m . 

CQ o 
CD ^ 

sO M 

Nates Under the estimate of each parameter thestandar error appears In brackets» 

e/ Buicffly Variable* 
fc/ Modified equation* The explanatory notes are given In the country studies« 
0/ See A«2 bis« 

N > 
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A. 2 bis VENEZUELA 

Import functions 

4 5 514.0 x 2 ma * 644>9 x i 
(1 585.7) { 1 } (128,2) -1 
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2 : (t) = 0,144 M, (t) r = 0.919 
(°-002> d « 1.118 

n » 16 

M. (t) s - 360.8 4 0,440 I (t) 4 0.030 Y (t) 4 R2 - 0.917 
(137.4) (0.094) P (0.005) d = 2.436 

4 232.9 X n = 16 
(75.2) 

M = - 4 079.4 4 0.285 I (t) 4 R2 = 0.896 
P (1 138.6) (0.119) P d = 1 # 6 4 9 

n = 1 6 

M = - 1 304.O 4 0.002 Y (t) 4 R2 = 0.693 
C ' n p (1 375.7)^0.021) d =1.708 

y 2 Ä U o - =16 

v np (t) = - y 6 ^ O 7 ( ä v ^ * f : ^ 

n « 16 
( Î 0 2 1 % W Î R I ^ T T - A L 4 2 6 0 0 

Mt (t) = - 9 8 3 7 . 0 - 0 . 0 8 0 (t) 4 0 , 2 4 1 (t) R 2 = O A 8 5 6 

d = I « 683 
l f n p ( 1 7 8 8 I 7 ) ( 0 I 0 3 I ) n p " (o ' . 123 ) n p 

15 191.0 4 607.3 X 1 6 

( 2 6l3„0) " v ^ E(t~i; " 2 7 0 0 (265.4) 

/SYMBOLS 
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SYMBOLS 
Mg£ = expenditure on insurance and freight 

= expenditure on tourism and other imports of other services 

M^ ss import of goods 

Mc s import of consumer goods 
M = import of raw materials and intermediate products mp, np 

Mj np = import of capital goods 

The subindex refers to "petroleum11 sector. 

The subindex n£ refers.to "non-petroleum" sector. 

X = dummy variable 

/Table A-3 


