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Introduction
le The present report gives a brief account of the discussions and

conclusions of the letin ‘merican Symposium on Industrial Development,
held in Santiago, Chile, from 14 to 25 March 1966, sponsored jointly by
the Econoric Commission for Latin America and the United Nations Centre
for Industrial Development. The symposium was the last of a series of
regional symposia, the preceding meetings heving covered Asia, Africa
and the Arab countries, and its purpose was to study the existing
situation and problems, and future prospects, os regards industrial
development, both for the region as a whole and for the individual

Latin American countries, and to consider any measures and policies

that migh accelerate that development in each country, or that might
relate to international co~-operation,

2. The United Nations General Assembly requested the Secretary-General,
in resolution 1940 (XVIII), to initiase consultations with Stete Members,
the specialized agencies, the regional economic commissions and other
agencies, on the advisability of holding an international symposium.

The symposium was to be preceded, as appropriate, by regional and
sub~regional symposia, relating to the problems of industrialization

of developing countries (with emphasis on appropriate measures of
internationel co-operation) which would prepare the ground for the
international symposium, When the Assembly adopted the resolution,

it took note of the growing desire of the less developed countries

to find ways and means to accelerate the pace of their industrialization
and to deal more effectively with the specific problems that arcse as
that process advanced., The international symposium is to be held

in 1967.

3. As regards Latin America, the Committee of the Whole of ECL:,

at its tenth session in February 1964, adopted resolution 242 (4C.57),

/welcoming the
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welcoming the proposal to hold an internzstional symposium on
industrialization, and that resclution was subsequently endorsed

by the Economic and Social Council in its resolution 1030 C (XXXVII)
and by ECLA, at its eleventh session, in resolution 250 (XI).

L The present report is in two parts. Part I gives the attendance
and organization of the work of the symposium, and the agenda on
which the discussions were based, Part II gives an account of the
proceedings both of the plenary meetings of the symposium and of

the working groups that were formed to study individual industricl
sectors,

56 At the end of the report are four annexes containing the
inaugural addresses (annex I), the list of participents (amnex II),
the list of documents (annex III) and the report of the Consultative
Meeting on the Development of the Pulp and Paper Industry in Latin
America, held at the same time as, and in connexion with, the symposium,

/Part I



E/CN.12/755
Page 1

Part I
ORGANIZATION OF TH& SYLPOSIUHN

As  ATTUWDANCE AND CRGANIZATION CF THE WCRK

Ovening and closing meetings

6. At the inaugzural meeting, held on 14 darch 1966 at the headcquarters

of the dfconomic Commission for Latin America in Santiago, addresses were
delivered by Mr. Domingo Santa Marfa, Minister for iconomy, Development

and Reconstruction of Chile, Ifr. José Antonio lMayobre, fxecutive

Secretary of the fconomic Commission for Latin America and !lr. Walter Chudson

1/

7 At the last plenary meeting, the symposium adopted the report presented

Deputy Director of the United WNations Centre for Industrial Development,

by the Rapporteur iir. Antonio Ledesma, Chairman of the delegation of

Venezuela,

Membership and attendance

8. The Symposium was attended by &6 representatives of the following
States members of the Commission: Arzentina, Brazil, Canada, Chile,
Colombia, Costa Rica, Cuba, Zcuador, France, Guatemala, Honduras, lexico,
Wetherlands, Panama, Paraguay, Peru, Trinidad and Tobago, United Kingdom
of Great Britain and Northern Ireland, United States of America, Uruguay
and Venezuela.

9. Also present were 18 observers accredited by the Governments of the
following countries: Belgium, Czechoslovakia, Japan, Poland, Romania,
Spain, Sweden, Union of Soviet Socialist Republics and Yuzoslavia.
FMoreover, two States members of the Commission, Bolivia and Colombia, sent
observers.,

10, The following United Nations agencies were represented by

20 observers: International Labour Organisation (ILC), Food and Agriculture

Orzanization of the United Wations (Fa0), United Nations Educational,

1/ The complete texts of the three speeches are given in annex I to the
present report.

/Scientific and
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Scientific and Cultural Organization (UNESCO), world Health Organization
(WHO), International Bank for Reconstruction and Development (IBRD),
International lionetary Fund (IiF), United Nations Development Programme,
Latin American Institute for dconomic and Social Planning and the
International Atomic dnergy Agency (IaiA).

1l. Other international organizations were represented by 1l observers.,
The names of the participants in the Symposium are listed in annex II to
this report.

Election of officers

12, a4t the first plenary meeting of the Symposium the following officers

were elected:

Chairman: Mr. Salvador Lluch (Chile)

First Vice-Chairuan: Mr. Hélio Schlittler (Brazil)
Second Vice-Chairman: ifr, Rigoberto Navarro (Costa Rica)
Rapporteur: Hr. Antonio Ledesma (Venezuela)

.. Nuno Fidelino de Fizueiredo, Director, Joint ECLA/INST/IDB
Programme on the Integration of Industrial Development, acted as Director
of the Symposiun,.

Working groups

13. At the meeting of chairmen of delegzations held during the morning
of Wednesday, 16 March, it was agreed to set up two working groups called
A and B to consider section II of the agenda "Present situation, problems
and prospects of the main industrial sectors". Group A dealt with the
items on the agenda relating to the basic metals industries (steel and
aluminium) and the metal-transforming industry, while Group B studied the
chemical and textile industries.

14. The officers of each zroup consisted of a discussion leader, elected
by the representatives, and of technical secretaries appointed by the
secretariat, The following acted as technical secretaries in respsct of
the different agenda items dealt with in plenary: Ir. Max Nolff,

lr, Ricardo Garcfa, :r. Joaguin Izcue, Mr, Germén Sei jas-Romdn,

Mr. Gonzale Garcfa, Mre Giorgie Gamberini and Mr. Brune Leuschners. The
officers of the various groups are listed as follews:

JGROUP A
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GROUP A
Basic metals industries
(Steel and Aluminium)
Discussion leader: Mr. Ezio Tédvora dos Santos (Brazil)
Technical secretaries: Mr, Bruno Leuschner (ECLA)

Mr. Armando P.P., Martijena (ECLA)

Metal-transforming industry

Discussion leader: Mr. Tulio Balzo (Uruguay)
Technical secretary: Mr. Roberto Matthews (EJLA)
GROUP B

Chemical industry

Discussion leader: Mr. Santos Amaro Dominguez (1'éxico)

Technical secretary: Mr. Roberto Petitpas (ECLA)

Textile industry

Discussion leader: Mr, Emilio Ramirez (Paraguay)
Technical secretary: Mr, Marco Pollner (ECLA)

15 A group on pulp and paper, established at the Consultative Meeting
on the Development of the Pulp and Paper Industry, also met. The results
of the work of the group and the Consultative Meeting are set out in
Amnex IV, As from 21 March the Consultative Meeting continued to meet
separately at the Universidad Técnica del Estado, in the Quinta Normal
area of Santiago.

16, At its first meeting, the following officers were elected to preside

over the debates:

Chairman: Mr, Jorge Catepilldn (Chile)
Vice~Chairman: Mr. Arturo Tangarife (Colombia)
Rapporteur: Mr., José Brustia (Argentina)
Technical secretaries: Mr. Sergio Salcedo (ECLA/BTAQ)

Mr. Seppo RHisinen (FAO)
Mr, Erik Van den Ent (FAO)

/Secretariat
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Secretariat

17. The Symposium secretariat consisted of the following representatives

of the sponsoring organizations:

Nuno F. de Figueiredo Director, Joint ECLA/INST./IDB
Programme on the Integration of
Industrial Development and Director
of the Symposium

Marco Pollner Deputy Director, Joint ECLA/INST./IDB
Programme on the Integration of
Industrial Development

Bruno Leuschner Regional Adviser on Applied
Technological Research and Chief,
Basic Metal Industries Unit

Max Nolff Chief, Industrial Economics Unit
Roberto Matthews Chief, Metal-Transforming Industries
Unit

Roberto Petitpas Chief, Chemical Industries Unit

Seppo R¥is&nen Chief, Latin American Forest Industries
Advisory Group

Ramén Sudrez Basic Metal Industries Unit

Ricardo Garcia Industrial Economics Unit

Gonzalo Garcia Industrial Economics Unit

Joaquin M. Izcué Industrial Economics Unit

Germdn Seijas Industrial Economics Unit

Giorgio Ganmberini Textile Industries Unit

Armando P.P, Martijena Consultant to the secretariat

United Nations Centre for Industrial Development

Walter A, Chudson Deputy Director, Division of Technology

Alfredo Pfliicker Principal Adviser

/B AGENDA
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B. AGELDA
18, At its first plenary session, the Symposium adopted the following
agenda :-2/
I, Evaluation of industrialization in Latin America, and future outlook
l. Latin American industry: past evolution and present characteristics
2. Industrialization policy and future prospects
3. Industrial development programming: institutions and instruments
IT, Present situation, problems and prospects of the main industrial
sectors
1. Basic metals industry
2. Chemical industry
3. Pulp and paper industry
Lo Metal-transforming industry
5. Textile industry
III. Problems relating to financing, exports and small industry
1, Credit for industrial expansion
2. Exports of manufactures to the rest of the world
3. The small enterprise in Latin American industrial development
IV, Problems relating to the transfer of technical know-how, applied
technological research and technical assistance
1., The transfer of technical kncw-how from abroad and the adaptation
of processes and machinery to Latin American conditions
2, Technological research of industrial application
3+ Technical assistance for industrial development
V. The international symposium on industrial development (1967) and

E/CN,12/755

industrial development in Latin America

The corresponding documents are listed in annex III,

/Part II
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Part II
ACCOUT OF PROCEEDINGS &/

A, SVALUATION OF INDUSTAIALIZATION IN LATIN alidnICA AWD FUTURE OUTLOOK Y

Latin American industry: past evolution and
.present characteristics

19, In analysing the industrial development of the Latin American
countries it was noted that the process was taldng place against a back-
ground'of rapid population growth, swift urbanization, marked inequality

of income distribution, slow growth in the agricultural sector and violent
fluctuations in foreign trade. In addition, industrualization lacked
proper planning.

20, Latin America's industrialization consisted of a number of stages,

the different countries of the region having progressed throush them to
varying degrees. The first stase, which might be described as the pre-
factory stage, had been lerft behind by most of the countries of the region.
The second stage represented the development of the activities now commonly
known as the traditional industries, which was accompanied by a sharp
decline in the number employed in cottage industries and the appearance of
large centres of factory employment, even though there might be a
simultaneous expansion in artisan employment., The third stage was asseciated
with the development of the basic industries and the production cf

simple machinery; at that stage there was a greater need for technological
know-how and a higher capital intensity per unit of output or of employment.
2l. One of the Latin American countries that was reaching that

final stasze was Brazil, which combined, among other features, such

factors as a large market, an abundance of natural resources, a dynamic

3/ See annex III, which lists the documents that served as the basis
for the discussion.

L/ The representative of Cuba, for lack of adeguate elements of judgement,
reserved his position with respect to those parts of the report which,
referring to specific countries, were presented as unanimous conclusions
-of the Symposium,

/entrepreneurial class,
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entrepreneurial class, systematic programmes for technical and other
training, and certein very effective programmes of direct promotion by
the State. The sitvation was much the same in Argentina and Mexico,

22¢ In connexdion with the past evolution of industrialization, the
participants pointec out that an automatic repetition of the industrial
evolution of the most developed countries of the region should not be
looked for in the remaining countries, which were still at earlier

stages. Thus, for eample, Venezuela was engaged at the same time in
trying to remedy the relative backwardness of the traditional industries
and to promote new industrial activities characteristic of much more
advanced stages of the industrialization process, as demonstrated by the
project for the development of Guayana and the expansion of the
petrochemical industries,

23, It was stated that Venezuela was in a special position compared with
the other Latin American countries, with respect to its industrialization
process, Firstly, the process was begun very late, and only acguired
momentum in the fifties, when Venezuela had the highest growth rates in
the region, Secondly, Venezuelan industry was highly capital-intensive,
as a result of the abundance of foreign exchange available for the
purchase of capital goods and intermediate products. Thirdly, industrial
development had taken place within the framework of a national plamning
system. Fourthly, Venezuela had a structural type of unemployment, And
lastly, the country was trying to change within a single generation
(twenty to thirty years) a petroleum economy that was highly vulnerable

to external factors into a modern industrial and agricultural economy.

2;s  Although the industrial devclopment process in Latin America varied 'Y
considerably from country to country, as a result of special conditions
or historical circumstances, it appeared in every case to be greatly
influenced by the need for import substitution, That trend had already
begun in some countries even before the Depression of the thirties, and

subseguently became an unavoidable necessity and the main stimulus to
industrial development.,

i

/25. Nevertheless,
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25, Nevertheless, in recent years import substitution had showed signs
of weakening in the traditional industries sector, and in some countries
also in the industries producing intermediate and capital goods; thus

the stimulating effect of import substitution in earlier decades appeared
to be disappearing, and new incentives had to be sought for fﬁture
development., That process, of course, had differed in degree and in kind
with the individual circumstances of each country, which in Latin America
covered a very wide range.

26,  An account was given of experiences in such countries as Brazil,
Argentina, Mexico and Chile, where import substitution for consuner goods
seemed virtually to have come to an end., In that connexion, an analysis
of the situation in Brazil was of special interest, because Brazil was one
of the countries where the import substitution process had been taken
furthest., The representative of Brazil stated that although the develorment
of the industrial sector in his country was linked to import substitution,
that processAhad been completed in the fifties in the durable consumer
goods sector, and had been followed by stagnation in 1963 and 1954, Certain
defects in economic development policy had led to a series of imbalances.
Firstly, the industrial sector had created certain pressures in the
agricultural sector, and that had led to certain bottlenecks in the
manufacturing sector. The immediate effect of the policy defects had been
imbalances in regional development, which were followed by financial and
monetary imbalances, further aggravated by inflation, especially in 1963.
27. Unplanned industrial development, and import substitution that was
not always carried out on the basis of sound selective criteria, had been
bolstered in Latin america by tariff protection., That had led to the
existence of inefficient enterprises, inevitably leading to some degreg
of monopoly. It was no exaggeration to speak of over—investment in
certain industrial branches, in the sense that meny entrepreneurs, who
had not chosen their machinery and equipment wisely, tended to use highly
capital~intensive technologies., The tariffs preventing the entry of
manufactured goods from abroad had permitted imports of machinery and
equipment for industry without any criterion of selection related to the

/conditions in
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conditions in the country concerned in terms of the relative prices of
capital and labour, etc, That had led in many cases to high costs,
further increased because the installed capacity could not be fully
utilized, |

28, With respect to improving the balance of payments, contradictory
situations had arisen. On the one hand, import substitution for
manufactured end goods involved a saving in foreign exchange, but the
imports of inputs and machinery and parts had offset that saving, and led
to an excessively rigid import structure through limiting imports mainly
to raw materials, intermediate goods, fuels and capital goods.

29, The unsatisfactory results of the import substitution process could
be sumed up as follows: |

{(a) Vulnerability. Restrictions on imporﬁs of finished products,

and exemptions for the corresponding imports of raw materials, intermediate
products and machinery required, had led to the industry thus created
being highly vulnerable, and in periods of acute balance-of-payments
difficulties, when imports had to be further restricted, the industries
concerned might find themselves without the supplies of raw materials and
machinery on which their continued operation depended, and the end result
would be a generally unforeseen damaging effect on the balance of payments.
.(b) Undesirable substitution. The restriction of imports of luxury

items, without any corresponding domestic policy of taxation or physical
controls, often led to an excessive production of such goods in the
countrys Thus the result was to achieve neither the social aims implicit
in reducing luxury consumption, nor a favourable effect on the balance of
paymeitts, since raw materials znd intermediate goods had to be imported
for the production of those iteus,

(c) Undesirable diversification of production. The restriction of

imports of practically every type of finished product, with the sole
exception in some cases of capital goods, might result in an excessive
diversification of industrial production, covering an unnecessarily wide
range of activities, including many items which the country was not well

equipoed to produce (in terms of resources, market size, and level of

/technology). The
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technology), The outcome was the nroduction of an indesirable wide range
of products and of models by individual industrial establishments.

(d) lonopoly. Diversification, in turn, tended to create situations
of limited competition or even virtual monopoly, since the new activities
in that extensive type of development were undertaken by only one ‘
enterprise, or at least a very small number, for each individual product.
That situation contrasted with the intensive type of development, in
which enterprises directed their investment rather towards the improvement
and higher capitalization of the existing plants, thus permitiing a higher
degree of specialization. Diversification of production and the weakening
of competition that it entailed was not, of course, necessarily associated
solely with the establishment of new enterprises, since the production of
a series of new products by existing enterprises had the same result,.

30, The case of Australia was raferred to during the discussions as a
contrast to the Latin imerican model of import substitution, Australia
had transformed itself irom a country exporting raw materials to an
exporser of manufactured goods. To achieve that result it had had to
build up an efficient industrial base that enabled it to nlace its products
on the world markets at competitive prices. For that purpose tariff
instruments had played a decisive role, by providing a purely temporary
protection strictly confined to new production lines,

31, Another point mentioned was the inefficient use of industrial capital
in the region, and the high percentage of idle installed capacity. The
formation of new fixed industrial.capital had been slow, because of the
general shortage of financial resources, and because the special conditions
that existed in most lLatin American countries required a larger working
capital than in the more developed countries, and also, in some cases,
because enterprises used working capital for non-industrial purposes.
Those distortions had been most marked in the countries that had had to
deal with sharp inflation, and had sometimes led to disinvestment of
enterprises, thus »reventing the timely renewal of fixed capital assets.
32« Several representatives commented on the high costs and prices of
the region's manufactured products, due not only to the ecircumstances

referred to above, but also to problems of scale of production, the use

/of technologies
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of technologies that were not zlwasys the most suitable, and the defects

in infrastructure, especially transport and energy. In some cases the

high nrice of raw materials, resulting from the low level of the production
of those materials in terms of technology, scale of production and location,
was mainly to blame for the high costs of manufactured products. The

high costs and prices led, in turn, to a relatively low level of consumption
of manufactures, and to great difficulty in competing in foreign markets.
33. Lastly, it was noted that the coptribution of industrialization to
the creation of new sources of employment had been very limited in relation
to the rapid growth of the labour force, partly because of the slow growth
of the industrial sector, and partly because of the adoption of production
techniques that were not always in line with the facts of life in the
Iatin American countries,

34 The representatives of Argentina, Brazil and Mexico referred to the
prokblem of industrial concentration, which had led to sharp regional
imbalancese In Mexico the highest industrial concentration was in the
Valle de Iiéxico, in the region of Mexico City; in Brazil it was mainly
around Rio de Janeiro and Sao Paulo, and in Argentina mainly in the
Province of Buenos Aires. .

35« The centralization of industrial development in a particular zone
had led to external economies (in terms of energy, skilled labour,
transport, etc.) that inevitably attracted other new enterprises, thus
reinforcing the process of concentration.

36.  For want of an industrial planning policy, the piecemeal measures

of regional promotion designed to encourage the establishment of new
industries in non-industrialized areas were unable to offset the advantages
of the external economies offered by the metropolitan urban areas. The
drawbacks of that situation began to be remedied through government action
to foment regional development. Although Mexico, for instance, had no
over-all programme of industrial development, the Govermment was carrying
out infrastructural works in order to create the necessary conditions for
industry to develop in a number of apeas., At the same time, stress was
being laid on education and technical training in several Mexican states,

as witnessed by the establishment of technological institutes in certain

/provinces for
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for training industrial manpower at various levels. Plans such as that

of the Papaloapin River Basin Commission, the Balsas River, and Lerma-
Chapala-Santiago, and for developing the towns on the border with the
United States were all part of the move towards industrial decentralization.
37. In Brazil, the striking development of the Sao Paulo-Rio de Janeiro
axis contrasted with that of othér regions of the country, such as the
Nordeste, for which a special Government body had to be set up, namely,

the Nordeste Economic Development Agency (Superintendencia do Desarrolle
Economico do Nordeste -SUDENE). Regional development bodies had also been
established in other areas, notably, the States of Parand and Minas Gerais,
38. There was general agreement among the participants that progress
towards industrial decentralization was still too slow, and that industrial
development in Latin America was wantinz in many respects although the
sector currently provided about 24 per cent of the gross regional product
and employed not less than 14 per cent of the active population. It was
pointed out, however, that the industrialization process in Latin America,
21lthcush one of the main factors in the general development of the economy,
had Failed to acquire the strong dynamic impetus that characterized it in
other regzions of the world.

39. In their extensive analysis of the past evolution and present
characteristics of the industrialization process in Latin America, the
participants stressed certain points in order to illustrate particular
situations or to underline the importance of some factors that had played

a vital part in the process.

40. For instance, the representative of Cuba stated that foreign capital
had imposed a single-crop economy on his country and at the sane time, had
been largely responsible for blocking, through prefereﬁtial trade agreements,
the development of a national manufacturing industry. As a result of the
crisis in the sugar industry, a process of import substitution had been
attempted but had failed because of the political and economic'pressures to
which the country had been subjected. In the fifties some tax and credit
faciiities had been granted for the purpose of promoting the development of
industries other than sugar. The results achisved had been meagre and had
reflected a hizh degree of inefficiency in the distribution of resources.
The vulnerability of the domestic economy, deriving from its increasing

/dependence on
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dependence on imports of raw materials and capital goods, had been enhanced
by the downward trend of prices for primary exports commodities. He
concluded by pointinz out that the far-reaching structural changes effected
by the present Revolutionary Government, the socialization of the means of
production and the establishment of trade relations with the socialist
countries, with under-developed countries and even with major capitalist
countries, had ziven a sharp impetus to industrial development.

Ll. Paraguay was another special case in that its economy was highly
vulnerable to the effects of border trade, in which unregistered traffic
pléyed a considerable part'with the result that the country was dependent
on manufactures whose prices were such as to discourage all hopes of

import substitution on a competitive basis., The manufacturing sector in
Paraguay consisted of a large artisan group, and a vast number of small

and medium-scale factories that were highly concentrated.

42, One of the barriers to industrial development in some of the countries
of the region was the small scale of their markets, Trinidad and Tobago
were a case in point. Wwith a population of under a million, there was no
possibility of creatinz a market for industrial goods. At the present
tine, the dynamic factor in its economy was petroleum, and some petro-
chemical production lines had been developed. The representative of
Trinidad and Tobago stated that co-operation with the other countries of
the region would be welcome, as being in the best interests of his country's
economic development,

43. The representative of Mexico explained that his country's political
stability and sound institutional framework had been vital factors in its
industrial developuent, Succeeding Governments had shown a continuity of
policy in effectively promoting development through reforms and legislation,
L. The representative of FAO indicated that agricultural development
required a strong industrial foundation (machinery, ecuipment, fertilizers,
pesticides, etc.), and that the structural changes already taking place

or that would be produced in future by agrarian reform in some of the
countries would lead to the expansion of the market for manufactured goods

/by raising
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by raising the incoile levels of ths fﬁfallclassesa Hence, it was
necessary to supplement the industrialization plans by agricultural
development prograires,

45, 1In general, the different stetements endorsed the conclusions set
forth in the basic secretariat document The process of industrial
development in Latin America (ST/iCLa/Conf.23/L.2). Stress was laid on
the valuable contribution made by that study to the analysis of the

industrialization process in bringing out such aspects as the slowing
down of imoort substitution activities, regional imbalances, the choice
of technologies for industry, the need to concentrate programmes for
future development and the adventages of regional integration.

L6, Attention was also drawn to the important contribution made by the
thirteen papers presented by the countries of the region, which the
secretariat had been requested to revise and expand so that they might
serve as a basis for further reasearch in the industrial field, with
particular reference to industrial policy.

L7, There was general agreement Qh the need for strengthening and
rechanneling the industrialization effort in the region as a means of
accelerating economic development as a whole and of improving the living
conditions of the Latin American peoples,

/Industrialization palicy
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Industrialization policy and future prospects

L8, In reviewing the process of industrialization in the Latin American
countries, a numbef of participants pointed out that it was not supported
by a co~ordinated and continuous policy aimed at directing it towards the
goals established, Instead it had had to rely on a number of policy
measures of varying effectiveness in the industrial sector that had been
adopted on the basis of criteria that differed from one country and
period to another,

49. Among the measures in question, those protecting the industry
against competition from abroad merited special attention because of the
extent of their influence. Although often superimposed on provisions or
instrunents designed for other purposes such as the collection of more
tax revenue or the stabilization of the balance of payments, they had
played an important part in encouragzing established industries to expand,
had made for the creation of a wide variety of new industries and had
had favourable effect on employment and the balance of payments.

50, The protectionist measures had alsc had adverse repercussions.

By constantly maintaining high levels of protection without adapting
them to the changes in the economic development process, they had led

to conditions in the smaller markets in which domestic competition was
either limited or non-existent, and to a lack of incentives to increase
production efficiency. As a result, domestic market prices often soared
to exaggerated heights and the goods manufactured were of low quality.
51. For all those reasonsg the protectionist machinery had to be
overhauled and, in particular, made more flexible so that it would serve
as an effective instrument, in some cases, for stimulating the creation
of new industries, and, in others, for inéreasing productivity in
existing plants.

52, In relation to the same subject, the provisions designed to
prevent the emergence of private monopolies in industry and to control
domestic prices were examined. The participants recognized the need to
preveit the formation of monopolistic conditions in industry, and
sugzested that external competition might be used to regulate domestic
prices through the adjustment of tariff protection levels for certain
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products. However, the representative of Chile pointed out that

recourse to the tariff .mechanism for such purposes might have

repercussions on the balance of payments. The representative of Mexico
explained that zood results had been obtained in his country with a

systaa of price controls that did not permit an increase of more than

15 jer cent over the original price of the raw materials involved.

53, Other industrial policy measures mentioned were the provisions for
industrial promotion based on tax measures and generally designed to
encourage new investment or reinvestment, In some countries, specific
industrial development legislation had been passed, but in most of them
there were merely a number of piecemeal provisions mainly based on

income tax or customs exemptions. Some measures were of a general nature,
with a residual effect on industry deriving from broader objectives, or
were incomplete - although susceptible of specific orientation - because
they related to specific arcas or branches of industry.

5L4s  The effect of the tax measures adopted seems to have varied from
coumtry to country. For instance, the representative of llexico stated

that tax and credit incentives had yielded good results in his country,
although in some cases they had caused distortions prejudicial to industrial
development., In the reinvestment of profits, the decree on the development
of new and essential industries had produced similar results. The
representative of Colombia, on the other hand, said that tax exemptions had
not had much effect there, possibly because of the low levels of income tax.
The representative of Costa Rica added that the exemptions granted under the
Industrial Development Act passed in his country had been applied
indiscriminately, their effectiveness having consequently been reduced,

55. The policy with respect to foreimn industrial enterprises was not
very different from that applied to foreign investors in other sectors of
activity, Industrisl investment -~ as distinct from investment in
extractive activities and primary processing ~ had been concentrated in

the countries with the largest markets. Foreign industrial enterprises

hao invested, in many cases, in order to retain markets which they had
forrizrly supplied from abroad and which they might otherwise have lost

as & result of the protectionist policy adopted by the Latin American
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countries., Accordingly, their activities had been centred on supplying
the douestic markets, and oniy in a few cases had they been directed
towards exports,

56. Both the IBiD observer and the representative of the United States
indicated the favourable effects which the action of foreign enterprises
could have in the developing countries. The representative of Cuba
stated that foreign investament constituted a means of flight to other
countries of the foreign exchange generated in Latin America, The
representative of Venezuela said that in his country foreign capital

was channelled into activities which were not adequately covered by
domestic capital, public or private, The representative of Mexico
explained that, according to the law, foreign industrial enterprises in
his country had considerable freedem to operate, except with respect to
itens of particular importance to the nation, such as the exploiting and
beasficiating of minerel ores, in which ilexican capital must represent at
least 51 per cent of the total, and the petrochemical industry, which must
be 100 per cent State-owned in the primary stage and 60 per cent Mexican~
ow:xi in the secondary stage. He mentioned, however, that the aim was to
direct foreign investment into the types of production for which Mexico
lacked the necessary techniques, and thus to prevent it from competing with
domestic capital in the sectors in which Mexico possessed the necessary
technology. In every case the Government invited foreign capital to
asscciate itself - preferably on a minority basis - with Mexican capital.
At the same time, attention was drawn to the need to standardize the
incentives offered to foreign capital, in order to avoid having the

Latin Aumerican countries compete for it.

57. One of the subjects comananding particular attention was the
experience of soime countries in regard to direct promotion by the State,
This had consisted of providing financial support to private initiatives
or ss3tting up public enterprises in order to maintain them under State
contiol or subsequently to transfer them to the private sector. The
participants described the direct promotional methods nsed by their
Governments, which reflected marked discrepancies between one country and
anovher and between the various procedures adopted. They had often been
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promoted by general economic and social development considerations, or
were directed towards basic incdustrial activities which entailed a
relatively high investment and considerable risk.

58, Representatives of some of the smaller countries said that the

lack of financing and orzanizational capacity in the private sector of
the countries concerned appeared to indicate that direct promotion of
industry by the State might yield favourable resulis., In that respect,
the representative of Venezuela reported that one of the characteristics
of State promotion in his country was the tendency towards a
democratization of industrial property, special opportunities being

given to the medium and small-scale producers, varticularly in regard to
financing. Similarly, the representative of lexico expressed the view
that the continuing and flexible nature of the procedures for State
promotion had proved important factors in iexico's industrial development.
59, In discussing the future prospects of Latin American industry, as
part of the general economic development strategy for the region, the
perticipants emphasized the weakening of the import substitution process,
Altrcuozh substitution possibilities were not yet completely exhausted and
there was still a wide range of products which could be produced locally
in several countries, the size of the domestic markets constituted a
serious limitation, above all in relation to costs.

60. It was nevertheless considered that the import substitution process
could continue in respect of items from outside the region, which could
be replaced by items produced locally at scales of production that would
take into account the market of all the Latin american countries as a
whol=, That would mean a considerable increase in trade in manufactures
anong the countries of the rezion and, thersfore, a fresh stimulus to
industrial development. Continuation of the import substitution process
along those new lines would require the gradual economic integration of
all the Latin American countries.

61l. In addition, some representatives emphasized the need to increase
and diversify exports of manufactures to other parts of the world, a
procedure which would also require large scales of production and advanced
techniques. The representative of Brazil maintained that that would be
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possible only in countries where there was already a well-established
industrial base, while the representative of Chile asserted that such
exports should relate to manufactured products for which snecial
comparative advantages existed, ‘

62. In relation to the possible development of exports, the
representative of the United States recalled the resolution adopted by
the OuS Conference at Rio de Janeiro on‘the establishment of an
organization to promote Latin American exports, The representative of
Chile mentioned the need to institute a common trade policy vis-a-vis
third countries, and the Cuban delegation held that the markets 6f the
socialist countries opened up new horizons for Latin American industry
in trade of mutual benefit to the parties concerned,

63. The economic integration necessary in order to direct industry
along these new channels would involve additional problems.

64, In the first place, the changes that should be effected in the
structure of industry in each country would have to be viewed as part of
a breader over-all development process, In that respect, the
representative of Argentina indicated the need to take into account
social and political factors as well, in order to permit all sectors of
society alike to enjoy the material and cultural benefits generated by
the process. He agreed with several participants in considering that
the industrial development proceés should be very closely linked to the
reform of azrarian structures, the progressive redistribution of income,
the removal of bottlenécks in transport and energy, and better manpower
training. Any time lag between the changes in the structure of
production and the corresponding social and political reforms would
work against the attainment of the goals pursued and might aggravate
the conditions of stagnation it was now attempted to sclve,

65. According to the representative of Cuba, an industrial development
policy proper to the Latin American countries must necessarily be allied
to a genuine agrarian reform, an educational policy that would psrmit
the access of all sectors to education, the selection of up-to-date and
efficient techniques, State control of financial resources and foreign
trade, and executive plamning based on society's ownership of the

means of production.
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the uniform import tariff. The General Treaty for Central American Economic
Integraticn which had céme into forcé in 1961, already possessed a number
of agencies and instruments for bringing the free-trade area into full
oper:sion, The various agreements relating to industrial development
included that on the Régime for Central American Integration Industries,

the Frotocol to that Agreement (which contained the Special System for the
Promotion of Productive Activities) and the Central American Agreement on
Fiscal Incentives to Industrial Development, There were agencies responsible
for various functions in relation to industrial development. Thus, the
Centrzl American Bank for Fconomic Integretion (BCIE) was concerned with
problems of promotion and financing at the regional level, the Central
American Research Institute for Industry (ICAITI) adapted existing techniques
to Latin American conditibns, did research work and provided technical
services to Govermments and to private enterprise, the Joint Central American
Programming Mission provided technicel assistance to Governments and laid

the bases for programming at the regional level and, lastly, SIECA itself,
the technical secretariat and administration of Central American economic
integration, saw to it that existing treaties and agreements were complied with,.
704 Several representatives stressed the need to ensure a satisfactory
distribution of integration benefits t¢ 211 the participating countries, and
to forestall the existence in the region of a relationship between the major
countries and the medium~sized and small countries such as that which still
existed between the developed countries and the Latin American countries in
general, The representative of Uryguay pointed out that consideretion should
be given to the formulation of a new and vigorous policy of support to the
relatively less developed countries by means of sharply different treatment

which would grant them advanteges in the regional siting of industries, and
technical, financial and other assistance conducive to their harmonious

growth, The representative of Guatemala and the representative of SIECA
said that the relatively more developed Latin American countries should
support and promote basic¢c projects leading to the installation of major,
highly-productive industries in Central America, an area which offered
comparative advantages and possibilities of specializetion. Those industries
would offer theirs to the other latin American markets on preferential terms
compared with in parts from the rest of the world, Such a policy should be
applied to the other small, little developed countries wibthin the area, The
representative of Argentina held thet measures should be adopted to prevent
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66. Moreover, it was generally agreed that the achievement of economic
integration required, inter alia, that the progress made in industrial
development in the various countries should be co-ordinated., In that
respect, some representatives deemed it advisable to co~ordinate the
investment programmes. The representative of Venezuela proposed a number
of measures aimed at achieving progress in integration through the
establishment of a "Community of basic industries" which would permit
compensatory arrangements among a group of sectors. An agency that
turns to account the work done by the institutions opérating in the field
of integration could prove most valuable. To achieve a stage of
development that would satisfy the hopes of all the Latin American
countries might prove a very difficult matter if integration or planned
develop.aient were limited to a single industrial sector, but would afford
far broader possibilities if satisfactory forms of compensatory
arrangements were sought within a group of sectors, e.z., steel,
aluninium, chemicals and petrochemical products, pulp and paper, and heavy
metal transforming. The delegation of Chile endorsed those views.

€7, The representative of Venezusla suggested in addition, the
establishment of multinational enterprises as a means of distributing the
benefits of integration more equitably. The participants agreed that those
views should be carefully studied by the secretariat.

68, The representative of Brazil said that economic integration was
clearly required at the present stage of Latin America's industrial
developuent and that the soundness of the concept was reflected in the
broad and almost unanimous support ziven by the countries of the region
to the two integration programnes in operation: ALALC and SIiCsa. Thus,
the discussion of practical proposals in that connexion had its
appropriate setting in the two organizations mentioned.

69, As an illustration of the integration process on a sub-regional
scale, the representative of SIECA and those of Cesta Rica, Guatemala

and Honduras described the progress made in the integration of Central
America, which had been based eésentially on free intra-area trade and
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integration benefits from being enjoyed outside the region and the creation
or aggravation of monopolistic conditions which adversely affected the price
system,

71. The representative of Trinidad and Tobago expressed his country's
interest in taking part in the integration process, as did the representative
of the Netherlands in respect of Surinam and the Netherland's Antilles.

72, Iastly, the participsnts agreed to recommend that work should proceed
on the studies required for speedier and more effective progress in the
indastrial development and integration of Latin America.

Industrial programming: institutions and instruments

73. The complexity of the industrial development process had underlined the
need for the element of rationality that plannihg provided, if drastic
structural changes were to be introduced and the rate of growth accelerated,
In view of the difficulties and obstagles that were hampering the
industrialization process - such as the dwindling of import substitution
possibilities for the traditional industries in some countries, and even, in
others, for those manufacturing intermediate products and captial goods; the
high costs and prices prevailing; the shortage of capital; and the limited
size of the market for manufactured goods -, it seemed advisable for latin
America to undertake planned action whereby they could be surmounted within
reasonable periods of time and st reasonable cost to society.

7he In recent years, most of the Latin American countries had realized that
fact; and had made progress both in over-all and in industrial planning.
Planning systems had been envisaged which embodied all the mwachinery necessary
to ensure that the population, private enterprise, and different areas took
their proper part in the formulation of national or sectoral plans, and that
their aspirations were borne in mind within the framework of the requirements
determined by basic conceptions of over-all development. Such an approach
implied the creation of a two-way planning system, which in one direction
would take up and channel the gims and wighes of the various sectors of the
economy, and, in the other, would guide their activities in the light of the
whole country's economic and social development interests., Furthermore, it
meant that machinery had to be established to facilitate or ensure the
attainment of the targets set up in the plans and programmes and the proper
application of the policies whigh the latter incorporated. In other words, &
planning system called for an efficient administrative organizetion capable
of promoting, at all levels, the work involved both in the formulation of the
plans and in their execution and official supervision,
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75. It was pointed out in the course of the discussion that industrial
planning should be conceived in integrated terms, or, in other words,

~ should cover the whole of the manufacturing sector, as part of an
over-all planning process, If it embraced only specific industries,
favourable results might perhaps be achieved, but failure to give due
consideration to the generel determining and restricting factors operative
in the economic and social enviromment would entail the risk of
handicapping the over-all development of the country concerned, It was
fully recognized, however, that significant contributions had been made
by the programming of certain braﬁches of industry in some of the Latin
American ecountries in the past, when the prerequisites for over-all
programming had not yet existed in the region.

76, Again, industrial planning should not overlook the fact that the
brunt of the material responsibility for investment and mamufacturing
production in almost all the Latin American countries was borne by
private enterprise, One of the problems arising in that connexion, was
the question of the instruments of over~all economic policy that would
most effectively incite the private investor to relate his decisions to
specific social targets, and encourage him to adopt the production
techniques and processes that were most appropriate from the standpoint
of the community as a whole, under national or regiocnal programmes.,

77. Broadly speaking, the planning process had begun in Latin America
with the formulation of plans for specific basic sectors, especially
branches of industry, during the forties. Both for the formulation and
for the implementation of the programmes, asencies had been established
whose action was restricted to specific fields,

78. By 1965, medium- and long-term industrial development plans of a
general character had been drawn up, within the framework of an over-all
model, in most of the Latin American countries, EIxcept in Cubals case,
the plans in cuestion conformed to the basic principles of the Charter
of Punta cel Zste and to the technique of analysis and projections
disseminated by LCLA, Hardly any of them laid dowm measures of economic

and social policy in sufficient detail. The specific projects included
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in investment plans were few and far between, and only in a limited number
of instances had any significant regional planning been attempted, nor were
the possibilities opened up by the economic integration of ILatin America
taken into account. In Cuba planming was based on society's ownership of
the means of production and State Control of foreign trade, The plan, which
was executive in character, represented the implementation of the Government's
economic policy. Thé national planning system included the over-all entities
such as the Central Planning Board and the Ministry of Finance, as well as
the sectoral agencies, these beirg the planning units in the different
Ministries and consolidated organs and enterprises. The plans which were
over the short, medium and long term, covered the production, investment,
financial, supply and labour aspects'of the various sectors.,

79. The increasing importance that was being attached to planning by the
Iatin American countries was illustrated in the fact that one of them
(Venezuela) had incorporasted a provision in the text of its Constitution
which required the President of the Republic to outline, in his annual
message to Congress, "the general features of the National Fconomic and
Social Development Plan', That was carrying metters even farther than had
been suggested in the Charter of Punta del Este, in which the Latin American
Governments recognized that plenning was necessary for the chsnnelling of

economic and social development,
80, Several delegations compared notes on the experience of their countries,

It was clear that although industrial development plans shared certain
essential features in common, the nature and even the significance of their
institutional and administrative aspects differed from one latin American
country to another, While in some substantial progress had been made in the
establishment of a planning system, in others only piecemeal action was
being taken in that field, The level and organization of the planning unit
also varied widely. In some instances, there were considerable dissimilarities
in the machinery for the execution of the plans, determined by the particular
conditions prevailing in the countries conc;rned. The same was true of
regionel programming at the national level,

8l. In the course of the general discussion, stress was laid on two points,
one relating to the participation of the private sector in industrial
planning and the other to the links that should exist between the agencies
that formulated industrial progremmes, those that promoted or executed them
and those that manipulsted the various instruments of industrial policy.
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82, In the first connexion, attention wes drawn to Mexico's export and
import boards in which the private sector played and active part, In
Colombia, private enterprise participeted in industrial planning through

the Private-Sector Development Committee (Comité Privado de Desarrollo),

But it was pointed out that in several countries private enterprise was
still relatively weak, a circumstance which, in many cases, had induced

the public sector to sssume a more energetic role in the planning process,
83. Another subject mooted was the guestion of how far the private sector
was satisfactorily organized to play an efficient part in nationel planning,
since only when the entfepreneurial sector established jts targets in
accordance with over-all national development requirements could the

optimum participation of the privete sector be secured,

84. With regard to the level at which the intervention of the private
sector should take place, it was considered that the most effective would

be that of sectoral and regional planning, An illustrative example was
afforded by what had happened in Venezuela, where agencies called
"programming groups™ had been established at the sectoral level to under-
taie the programring of development in the corresponding branches of industry,
wiii the co—operatidn of experts from both the private and the public sector,
Mention was also made of the results achieved in Brazil through the
"executive groups", which were responsible for'éhannelling the activities

of the private sector in the development of certsin branches of industry; a
case in point wes the part played by the Executive Group for the Motor~
Vehicle Industry (Grupo Fxecutivo da Industria Automobjlistica - GEIA) in
the growth of that dynamic sector, In contrast, the view was expressed

that the participstion of the private sector through economic councils -~ the
system most commonly in use -~ had not been successful, on account of the
advisory nature of those agencies., The representative of Honduras said
that the Political Constitution of his country conteined a clause on the
need for planning, the implementation of which had recently led to the
Establishment of the Higher Economic Planning Board, responsible for the
over-all planning of the Country's economic development, He also mentioned
the participation of the privéte sector in the Industrial Development
Programme for 1965/69 through annual inventories of projects and Co~ordination
Committees at the level of industrial branches, |
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85. With respect to the liaison thst should be maintained between the
agencies formulating industrial'programmes, those promoting or executing
them and those handling the various ihstruments of industrial policy,

there was a consensus of opinion-on the need to seek appropriate machinery
whereby such agencies could be efficiently co-ordinated, with a view to
removing the stumbling-blocks currently existing in the industrial field.
86, The delegation of Brazil reminded the meeting that in the past_there
had been no co-ordination among some of the agencies operating in the field
of industrial development, An endeavour was being mede to remedy that
state of affairs by taking advantage of the experience acquired in the
Government's economic development ﬁrogramme, in order to establish the
bases for a genuine system of economic planning and co-ordination,

87. The representative of Mexico observed that while economic and soecial
planning had not been fully centralized in his country, several government
departments and commissions had planned sectoral and regional development. The
Office of the President of the Republic, with stetutory responsibility for
plenning and the Ministry of Finance and Public Credit, had recently set up

Inter-Ministerial Commission for the Formulation of National Economic and

Social Development Plans, The Commission was in the process of preparing

a national development plan which world serve as a basis for industrial
programming now being affected, albeit in a disjointed manner, by the
Ministry of Industry and Trade, Nacional Financiera S,A. and the Bank of
Mexico S.A, Another case in point was afforded by Venezuela's Industrial
Committee (Comité de Industrias de Venezuela), which was composed of top-
level Government officials acting in the industrial field., Its function

was to co~ordinate the formulstion and exegution of programmes and the
establishment of industrial policy measures.,

a8, The representative of France reported on that country's experience.
Even within a market economy, it had been considered to forecast, and then
rectify by means of planning, the free inter-action of economic laws, In

a concerted economy, the State established objectives and took measures
designed to encourage the private sector to achieve those objectives, France's
experience taughﬁ the lesson that agricultural and industrial prosperity
should go hand in hand. In almost al), countries, whatever their stage of
development agriculture presented problems which were guite as difficult to
solve as those of industry, or even more so, The time having come when regional
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economic co-operation was regarded as a necessity, France offered to share
the integration experience it had acouired in the Europesn Common Market and
the European Coal and Steel Community. With regard to the world market
problems deriving from trade among countries and regions at different levels
of economic development, at Geneva in 1964 Belgium and France had jointly
proposed a set of logiczl and consistent measures designed to stabilize the
market for basic commodities through the adoption of appropriate market
organization patterns, and {o promote the exports of manufactures from

developing countries by granting them specific and particular preferences.

B, PRESENT SITUATION, PROBLEMS AND PROSPECTS
OF THE MAIN INDUSTRIAL SECTORS

89. The main industrial sectors - basic metals, chemical, metal-
transforming and textile -~ were discussed in working groups and their
reports were considered in plenary, The delegation of Cuba reserved its
position on those parts of the report which appeared as general conclusions
of the Symposium on branches of industry in specific countries, for lack of
sufficient elements of judgement with which to endorse those conclusions,
The pulp and paper industry was analysed in the Consultative Meeting on

the Development of the Pulp and Paper Industry in latin America, The
report of that meeting will be found in annex IV,

The basic metals ipdustgx

99, The discussions of the Working Group on the Basic Metals Industry were
conducted by Mr, Ezio T4vora (Brazil), with the assistance of the technical

secretaries, Mr. Bruno leuschner, for the steel sector, and
Mr. Armando P.P, Martijena, for the aluminium industry,

-....,.

91n Tae ciccussions on the steel industry were mainly bes=d on a document
sutiriitted by ti2 secretariatya which presents an over-all picture of the
existing situation and immediate prospects of Latin America's steel industry,
and scme preliminary conclusions regarding this sector's possibilities of
integration, Two other secretariat documents were considered: the first
contains a summary of the informetion available on the major industrial
sectors,é- and the second an analysis of the possibilities of exporting

5/ Ia econpmia siderdrgica de América Latine (ST/2CLA/Conf,.23/1.29).

&/ Los pringipales sectores de la industria latinpamericana: problemas
Y_perspectivas (ST/ECLA/Gonf 23/L.3).

/Latin American
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Latin American steel products to other pafts of the world.z/ These background
data were supplemented by a short statement made by the secretariet.

Q2. The secretariat, in its opening statement (which was based on document
ST/ECLA/Conf,23/1.29) indicated that in 196/ the latin American steel industry
had produced rolled steel products equivalent to 8,03 million tons of ingots,
the import value of which would have amounted to some 800 million dollars.
Compared with the 2.2 million tons of ingots produced in 1952, the growth rate
was 1l2.2 per cent annually. At the samne time, imports had remained virtually
steady during the past few years, at the equivalent of 3.2 million tons of
ingots.per annum, In 1965 production had risen to 8,2 million of ingots, and
it was estimated that imports=the final figure for which would not be know until
the middle of the year —~ had remained at practically the same level as in 1964,
93. Demand projections indicated a probable consumption equivalent to

18.6 million tons of ingots in 1970, and 28 million tons in 1975, That implied
the necessity to raise existing produotion by 87 per cent by 1970, on the
assumption that the figure for imports registered in the last few years

would remain unchanged , and to treble it by 19/%, an undertaking which would
reguire a total iuvestment of some 5,000 million dollars in the decade under
gonsideration,

94, The prospect of so accelerated a growth of the existing steel market

for the Latin American countries taken both individually and as a whole - on
the supposition that there would then be a common market -, on the one hand,
made it necessary to give serious consideration to the task facing the
existing industry and, on the other, facilitated a wide range of possible
combinations of the expansion and modernization projects to be carried out

and the new mills to be built, on such lines as to meke it unnecessary to

to suppress any of the industries now coperating under precarious conditions
and at high cecsts on grounds cf being uneconomic,

95. The industriv's gestation had been difficult and had lefr behind it a
secuei of proolers which were c3ill affecting the majority of enterprises
todzy. Their unczerlying causes included: (a) the limited markets, which
necessitated the establishment of such small mills that the economies of

scale had a distinctly negative effect; (b) the need for import substitution
ont the largest possible scale, even at the cost of exaggerated diversification,
with the consequent rise in production costs; (c) the indivisibility of
certain equipment, which explained the construction of plants with an

7/ expor o) 0_pers iva d 88rro siderirgice latino-
americano iS‘I‘-/I EC% Conf.23§L.h9}. '
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unbalanced structure, in which part of the capacity remained idle while

the market expanded, thus warranting the expansion of all departments;

(d) the lack of experience on the part of the technical personnel who had.
to adopt the decisions regarding the equipment and processés selected;

(e) the excessive delays in the negotiations to secure financing, both at
home and abroad; and (f) the shortage of experienced personnel on the
production side.

96.  Admittedly, the effects of those difficulties were being gradually
mitigeted, but so slowly that there were disequilibria between the production
departments which were reflected in their output. In 1964 the rolling mills
worked on an average, at only 52 per cent of their capacity, and, owing to
the limited capacity of the blast furnaces and steelworks, production had
suffered to the tune of 6 to 7 million tons of ingots, which represented not
less than 300 or 400 million dollars annually, while various countries
imported 3,2 million tons of steel products from third countries.

97. The existence of idle capacity was due, in some small degree, to the
fact that certesin plants were not yet ready to enter into operation, but
mostly to the small size of the domestic markets which offered no incentive
to complete the plants by expanding the departments that presented a deficit,
or to reduce the range of products, a process of specialization which, in
many cases, would heve permitted & reduction in costs,

98,  Although there had been 2 small volume of intra-regional trade, it had
been sporadic in nature and exports had been effected at & considerable
sacrifice in prices, A large number of the local market limitations
confronting meny mills could be solved by the institution of a Latin American
common market,

99. The following were some of the factors influencing production, costs
and investment in the steel sector; (a) the unsatisfactory price structure
and cxcessive customs protection; (b) the failure to introduce many
techinological innovations of proven efficiency; (c) plant sizes in which

the economies of scale had a distineily negetive effect; and (d) the
advantages or disadvantages deriving from the location of plants in relation
to their sources of raw materials or their markets, The effect of each of
those fezctors on investment and costs should be ascertained in order to
determine the sums that needed to be invested in the expansion projects
contemplated by the industry, and in others which had yet to be studied, in
order to meet the projected future demand.
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100. A comparison between the sales prices to the consuuer in Western

Europe and c.i.f, import prices, on the one hand, and the prices paid for
domestically produced steel in Latin America, on the other, had shown
considerable diiferences which ranged from 14 to over 100 dollars per ton
between the prices paid by the Latin American and the European conswner.8
Indeed, the differences found were so considerable that they could not be
ascrived exclusively to the high costs that might prevail in some plants.
Accordingly, the existing price structure was clearly unsatisfactory because
it was based on the maintenance of high prices, That was apparent from a
review of the customs tariffs and other protective measures enjoyed by local
steel enterprises in the various countries, ‘

101, With regard to the influence of technological advances, document
ST/ECLA/Conf.23/L.29 presented & comparison between three hypothetical mills
of the same size and with the sane range of products, but using different
techniques. The first would be representative of the techniques most often-
used in Latin America; the second, of those that the steel industry could
adopt through investment on a modest scale; and the third was assumed to use
nearly all the latest advances. Production costs in the third mill were 31 per
cent lower than in the plant using present Latin American techniques and 20 per
cent lower than in the will capable of adopting new ones. In so far as
investment was éoncerned, the figures were 33 per cent and 24 per cent,
respectively,

102, By way of illustrating the effect of the economies of scale, figures had
been estimated for a number of hypothetical mills that could produce the same
range of flat products and used the techniques attainable by the Latin American
industry, between the productica cepacities of 100,000 and 1.5 million tons

of roiled products annuvally. The differences in investment and in production
costs noted between the mills at opposite ends of the scale were 60 per cent
and 49 per cent, respectively, A comparison between one plant producing
300,000 tons annually and ancther producing 8C0,000 tons annually showed that
investment per ton would be 4O per cent lower in the larger plant, and

production costs 28 per cent lower.

8/  Evidently, the conversion rate used in this calculation - which is
applicable to imports of steel products - introduces distortions in the
figures representing the prices of locally produced steel when expressed

in terms of dollars,
/103, Lastly,
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1034 Lastly, in order to deteruine the advantages deriving from plant
location, considerciion had been given to a number of hypothetical mills,
all alike and of the best possible design, installed on the present main
sites or envisaged in Latin America's industrial plans, and a study had
been made of the possible costs, which in the present case were called
theoretical costs, using the prices of inputs paid by the steel industry
in 1964, In order to compare the localities in Latin America with those
in other parts of the world, the possible prices of inputs paid in a
European Coal and Steel Community country had also been estimated and an
industry of the same design and capacity - 1,500,000 tons per annum of a
specific range of flat products - had been assumed to have been logcated
theres The result of the comperison had been that there were no comparative
advantages between different localities in Latin America that could not be
largely offset by the cost of transport of the finished products, ¥ith
regard to possible competition with a mill located in Europe, there were
apparently several very favourable localities in Latin America which,

even with due regard for transport costs, would be potentially in a positien
to export to Europe;

104, The document included an analysis of the expansion plans which were

at present under study or in course of execution by nine of the most
important mills. The investment considered would amount to some

600 million dollars, in order Lo raise procduction by about 3,2 million tons
of ingots, The small specific investment implied by those fizures was
explained by the fact that, in genersl, the expansions contemplated were

of a supplementary character. In addition a highar investment per ton
preduced would have to be mace - totalling approximately 1,300 million
dollars - to which end there were expansion plans for various enterprises
ané come new projects. Similarly, for 19701975 an estimated additional
investment of 3,000 million dollars would be recuired, it being impossible
for.the present to indicate where it would be effected.

105, Since all the facts pointed to the advantages of a common market, for
the establishment of which it was imperative that the steel industry's costs
should be the same or as close as possible to world steel prices, the
question of the industry's costs had been considered with a great deal of

caution,
/106, The
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106, The result of the analysis was that, save in a very few cases, the
mills with high virtual costs were well on the way to reducing them to
acceptable levels, thanks to the increases in production already obtained
in 1965 and to the expansion projects and technological improvements
that might be accomplished. The virtual cost had been calculated for
some mills after completion of the expansion projects in process. The
reductions with respect to 1963 ranged from 30 to 50 dollars per ton
produced, '
107 To sum up, it could be established that except in a few cases, for
which special safeguards might be provided in the potential common
market, once expansions had been effected and supplementary plant
installed, and technology had been improved, the virtual costs of the
various plants would not differ so greatly as to cause apprehension lest,
in the event of tariff reductions, some of them might encroach upon others'
markets,

108, On the basis of the foregoing analyses, the conclusion was reached
that the next step in the prozress of Latin America's iron and steel
industry as a whole and the development of its market was to introduce
the incentive of competition through a common market for steel, with the
twofold aim of obtaining steel at low prices and securing the region a
fodthold in the world steel market, by taking advantage of its potential
aptitudes. The study outlined the possible bases and general conception
of such a market,

109« The ultimate objective would consist essentially in a system of
free trade among the member countries, put into effect at price levels
close to those prevailing on the international market, and sstablished

on c~rtain basic premises. Thzs chief requisites would be to maintain

the harmonious and balanced development of Latin Ameiica's iron and

steel industry; to keep open the possibility of installing a steel
industry in countries where it did not exist at the date of signature of
the agreements; to forestall over-concentration cf the industry in
specific areas; and, lastly to prevent any damage to the existing iron
and steel industries, For the establishment of such a free and open
common market, based on the principles listed, an indispensable tool

/would be



E/CN.12/755
Page 34

would be a co~ordinated regional investment programme, jointly formulated
by the member countries, and supported by international financial
assistance from the outset, with the main object of programming investment
to modernize the existing plants and place them in a favourable
competitive position, for which end priority investment funds would be
available.

110, Furthermore, it might be desirable to divide the process into

two phases. The first would be that of supplementing and improving the
plant in existing mills, especially those which were at a competitive
disadvantage., During that period a tariff reduction would take place,
which, although small, would serve as a spur to competition and would
arouse the interest of enterprises in maximizing their productive and
competitive efficiency as gquickly as possible, It would also be a time
for trying out the instruments and measures that would necessarily have
to be applied in the second stage. The possible duration of the

initial stage was estimated at five years, after which a system of
increasingly open competition would be embarked upon. To that end, a
relatively low standard intra-regional tariff would be established, and
external protection provided at a rather higher level. But another
essential requisite was the agreement that would be concluded in relation
to the whole set of measures, at the very outset of the interim period,
to ensure that the goal represented by a fully-integrated common market
should at no time be lost sight of, and that subsequent undesirable
standstills should be averted,

111. Lastly, it was pointed out that the relevant ECLA studies made no
claim whatever to lay down hard and fast ideas or patterns. They merely
represented an attempt to contribute to the development of Latin America's
steel-making sector under a long-term plan, in conformity with the aim

of regional integration and in line with the modern concept of the steel
industry.

112, Three representatives of countries which do not yet have a steel
industry gave brief account of the projects that are under consideration,
In Uruguey, plans are being made to work a relatively low grade iron ore
. deposit, concentrate the ope and produce 68 per cent pellets for export,

/The revemue
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The revenue from the sales would be used to finance the construction of
an integrated steel mill for producing bars and shapes. The Costa Rican
project provides for the manufacture of steel for the Central American
Common Market on the basis of ferriferous and titanium~bearing sandstones.
Since this entails a special process that is used in very few countries,
particular attention is being paid to the technological aspects and
production costs.g/ Lastly, the representative of Trinidad and Tobago
explained that enough steel was currently being consumed in the Caribbean
area to Justify the installation of a semi-integrated mill to operate on
scrap, that would involve an investment of about 50 million dollars.
113, After making a number of comments on several earlier secretariat
studies on the iron and steel industry, the representative of Argentina
concluded by formulating some basic principles for regional co-operation
in that industrial sector in the hope that they would serve as a frame of
reference for the discussicn, He recommended that consideration be given
to the following measures: (1) a study of domestic demand, its structure,
location and scale, with projections; (2) a study of the domestic steel.
industries, their production capacity, technological levels, efficiency,
costs, siting and output; (3) a survey of all national steel projects;
(4) an evaluation of the natural resources available and of the industry
supplying strategic inputs; (5) precise estimates of national and intra-
regional transport costs,
114e The first step should be for all existing steel plants to increase
their productivity and efficiency by introducing technolegical improvements
and expanding until thay had reached an economic size that would, in

addition, be consonant with the subsequent development of the market itself,
This should be done on the basis of an initial regional agreement, whose

main object would be to specily the duration of the first phase, which should
be as short as possible, At the same time, ways and means of bringing about
regional co-operation in equipment manufacture and scientific research

should be devised,

9/ At the plenary meeting the representatives of Honduras and Guatemala
said that iron ore deposits existed in their countries whose study’
would permit the optimum siting of a steel mill in Central America,

/115, With



E/CN.12/755
Page 36

115, With respect to the formulation of definitive conclusions on the
process of regional integration, the representative of Argentina raised a
number of points that he hoped would be useful for the discussions, as well
as for the revision and redefinition of the various concepts involved,
which should be expressed in the clearest possible terms, namely: (1) the
optimum size for integrated plants; (2) the range of products to be
manufactured by intexrated plants; (3) the role to be played by semi-
integrated nlants and rolling mills, as well as by steel making on a very
small scale; (L) the comparative features and location of consumer centres,
116, At first sizght this proposal for furthering the regional integration
of the steel industry might seem very similar to that put forward by the
secretariat, While both divided the process of integration into two
stages, the first of which would give existing industry a breathing space
to perfect its operations and complete its machinery and plant, the
secretariat proposal envisaged, in addition, a treaty estéblishing a small
initial tariff reduction to spur on steel mamufacturers to accelerate the
prccess, whereas the Argentine suggestion did not provide for any immediate
change in the customs régime or even for an initial agreement to scale
tariff reductions duringz the second stage as considered advisable ty the
secretariat,

117. The Argentine representative drew the participants! attention to the
fact that the Latin American steel market was analysed in the BECLA study

as if it had already been unified., Although the different countries!
possibilities as steel suppliers had been evaluated, he was of the opinion
that the characteristics and scale of national demand had not been given
their due weight in the conclusions drawn., The result was that, instead

of giving pride of place to the factors involved in integrating national
markets as such, the study concentrated on the market as a whole from the
standpoint of supply. Once the sum of demand in the different countries had
been calculated, this factor cgased to be considered individually, and
attention became focused instead of investment programmes for existing and
new plants to meet the over-all target, Scme of those plants would be far
from the industrial centres of the region, On the opinion of the delegation,

more than one market could evolve in the region to deal with the main body of

/steel demand.
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steel demand. In reply, the secreteriat explained that the projections of
demand had been celculated for individual countries, following an analysis
of past consumption trends up to 1964 and an assessment of the probable
evolution of the main factors during the period under consideration. The
way in which supply vould develop had been estimated solely on the basis

of existing capacitv, the expansion plans of the major plants and the
development programmes being implemented in each country. The integration
prospects revealed by the study were the outcome of the factors set forth

in it, and did nol cderive from any scheme for the regional distribution of
industry that differed in importent respects from the pattern that had
prevailed in recent years. The study only considered investments in projects
that were already in execution or had been approved by the countries
concerned, The decision as to the ways and manner in which to bring about
integration, which included the complementarity or grouping of different
countries on the basis of sub-regional agreements, rested with the
Governments, It had been hoped that, by giving a bird!s-eye view of the
whole question, the .CLi study would help them in studying the problems
involved and coming to a decision. '

118. As regards plant size, the delegation of Argentina suggested that,

for countries where semi-integrated plants and rolling mills played an
important part, a minimum annual capacity of about 250,000 tons of light
bars and shapes might be considered, and that the big integrated plants
might limit their procuction of non-flat nroducts to medium and heavy bars
and shapes, concluding their cycle with billets, which would then go to the
smaller semi-~integrated plants or rolling mills for further processing. In
reply, the secretariat nointed out that the question of the minimum economic
size for a rolling mill depended on a host of factors. In the first place,
in order to reduce investment and production costs it was essential for the
equipment in question to be commensurate with the products required.
Moreover, if the large nlants werc made entirely responsible for the
production of heavy billets and shapes, the repercussions on their production
economy were likely to be advefse in the extreme., By severely limiting the
value added that the »nlant could obtain in the production process, an
arrangement of that kind would tend to reduce the economicity of the industries

with the highest expenditure on raw materials stocks.
/119, With
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119, With respect to the issue ol plant size, the representative of France
said that for some time the more industrizlized countries had been tending
to build large-scale plants in orcer to kéep costs down. At the present
time, a plant with an annual capacity of 1 million tons should be regarded
as the absolute minimum, but the most common size lay between 3 and L million
tons., In his view, the same formula was not strictly applicable to Latin
America, although the world trend, being guided by the criterion of
economicity, ought to be borne in mind, since integration should be a means
of building larger and hence more economic plants,.

12¢, A number of participants pointed out that, in order to explore the
question of integration at the level of the semi-integrated plants, it was
essential to consider the different market components in greater details,
including special steel and rolled product of unusual sizes. The secretariat
explained that the possible expansion of semi-integrated plants and rolling
mills had been allowed for by setiting aside certain proportion of the over-all
market for them, but that the leck of statistical data in the majority of
countries had made it impossible to estimate its composition in any detail.
121, Another matter of concern to the delegation of Argentina, implicit in
the basic principles it upheld, was the question of determining the location
of steel mills, in relation to the proximity either of raw materials or of
the. consumer centres,

122, In this connexion, it was suggested that the analysis of advantages of
location prepared by iCLA on the basis of technical production costs in
hypothetical mills should deal in greater detail with transport costs and
the situations that might possibly result from the location of the mills in
question in relation to the centres of consumption. Particular mention was
made of the expenditure involved in bringing iﬁported steel into the country,
which was additional to transport costs proper. In the opinion of the
delegation of Argentina, that was 2 matter of vital importance for any

given consumer centre!s choice of »ossible sources of steel suppliesa

/123. One
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123. One of the delezations pointéd ocut that although the LCLA studiles
provided a sound basis for the analysis of nrojections of future demand,

the most important problem cohfronting the steel industry was that of
obtaining financing for expansions and improvements, which currently

entailed considerable difficulties, The BCLA studies did not include

under investment costs expenditure on staffing, which, apart from its
importance, was slow to show results, Attention should also be devoted

to the question of the quality of steel products, both with a view to’
satisfying national market demand, and, in pérticular, if some initial
integration system were established, B

124, There was a consensus of opinibn among several delezations to the
effect that the problem of prices and costs in the steel industry should

be approached with the greatest caution in an analysis of the type under
discussion, since the exchanze rates in force introdﬁced distortions
amounting, in Brazil's case, for example, to as rmuch as‘2d per cent, The
secretariat had stated that the study of sales prices for locally

produced steel and imports had been based on the exchange rates in

operatioh at the time when the comparison was made, whereas for the

analysis of costs the rates used had been those corresponding to the

internai purchasing power of the currency, which ECLA had determined by

the method'described in the documents. It had pointed out, moreover, that
all internationel comparisons, inevitably involved the possibility of
distortions of varying magnitude, so that in the discussion of the general
conélusions reached in the study with respect to any country, the
methodolpgical provlen indicated ought to be borne in mind and its potential
influence evaluafed. Still in the context of the costs problem, the
representative of the European Coal and Steel Community pointed out that
current steel prices in the Latin American countriés ﬁere high in comparison
with those of the European Coal and Steei Community countries, and that if the
ECLA - computed hypothetical costs in similar plants situated in Latin America
and in Furope were compared, those of the Tatin American mills were the lower,
Such a discrepancy might be taken as an indicator of the magnitude of the
structural effort recuired to bring down cuwrrent prices to satisfactory levels,

/Llastly, the
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Lastly, the representative of the Latin American Iron and Steel Institute
(ILAFA), said that, in his opinion, the price of steel had little
influence, as a general rule, on the sales prices of articles in whose
manufacture it was used, In view of the more rapid growth of
consumption in those Latin American countries that possessed an iron
and steel industry, the domestic production of steel in sufficient
quantities and in accordance with appropriate specifications would seem
to be more important than the price at which it was sold to consumers,
125, With regard to the introduction of technolgical innovations, the
representative of France cited as a possibility which had not been
envisaged in the study, the use of oxygen that was less pure but
considerably cheaper than the type postulated. There would then be
Justification for the systematic use of oxygen in the blast furnaces to
increase their productivity, instead of merely in the steel works, as
was assumed in the ECLA study.

126, With reference to the next steps in the integration movement,
sevaral delegations pointed out that the States members of ALALC had
tundertaken to adopt decisions on that subject within the coming months,
and that the studies presented by E’LA, and others prepared by ILAFA,
would be extremely useful to the committee responsible for formulating
the 8$pecific recommendations coneerned,

127. The representative ci “hile expressed his general support of the
road to the integration of the Latin American steel industry suggested
by the secretariat, He pointed out that he agreed with the two basic
points proposed -~ initial tariff reduction, taking into consideration
all that this would imply, for the purpose of starting a trade which
would not prejudice the mills engaged in investments or methods to reduce
their costs or to begin production, followed by a lowering of tariffs
which, from the sixth year onwards, would lead slowly to an open market
and the co~ordination of regional investment, with the support of the
financial agencies concerned,

/128, The
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128, The representative of ifexico, supported by the representative of
Argentina, said that the integration proposals suggested by the
secretariat were inadequate as a means of achieving the final aims of
the integration process, While he agreed that a gradual liberalization
of trade was needed, the mere establishment of a common external tariff
structure would not suffice to establish similar conditions of production,
That would require, at the same time, progress towards harmonizing
economic and more particularly, trade policies which, when achieved,
would determine the equitable and reciprocal distribution of the
benefits derived from integration,

129, The ECLA secretariat commenting on the statement made by the
representative of Mexico, said that the integration scheme suggested in
its document on the steel economy in Latin America included not only a
domestic tariff reduction and uniformization of external tariffs but
alsc a gradual harmonization of the national economic policies which
had the greatest impact on the steel sector's capacity to compete, It
specified, morecver, that the document's references to tariff barriers
was meant to cover obstacles to trade which had the same effect as

tariffs,

3. The aluminium industry

130. In the meeting of the working group devoted to the aluminium
industry, Mr. Ezio Tdvora (Brazil) had the co-operation of

Mr, armando Martijena, who acted as technical secretary.

131. The documents used as a basis for the discussions were volume I,
chapter 1II, of Los principales sectores de la industria latinoamericana:

Problemas vy per§pectivas,l9/and Las perspectivas del desarrollo de la

industria del aluminio primarioc en América Latina v posibilidades de

integracién regiona;,;;/ which indicated the favourable prospects of

development for this industry within the region and the importance for

it of regional market integration based on large-scale production,

10/ ST/ECLA/Conf,.23/L.3/Add.1.
11/ ST/ECLA/Conf,23/L.26,
/132, This
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132, This information was supplemented by a secretariat statement
‘pointing out that the aluminium industry in Latin America was still in
its infancy in spite of the region's vast reserves of raw raterials and
energy.

133, Latin America accounted for nearly 50 per cent of world bauxite
~production in 1962, but processed only 10 per cent of the total alumina
output. The only producers of alumina in the region are Brazil,
Jamaica and Surinam, o

134, Latin America's primary aluminium production was less than 1 per
cent of the world total in 1962, Brazil and Mexico are the only Latin
American countries with primary aluminium plants, the capacity of the
two in Brazil totalling about 34,000 tons a year. The plant in Mexico
which is located in Veracruz, has a nominal rcapacity of 20,000 tons a
year, and bases its production cycle on alumina imported from the United
States. ;

135, Venezuela and Surinam will shortly join these countries as
producers of aluminium, Venezuela is to have a 10,000 tons plant to
serve the domestic market. The plant is located in the industrial area
of Guayana, close to an abundant supply of cheap hydroelectric power,
some of which is already being harnessed, and with easy access to the
traditional bauxite producers. Surinam recently completed construction

on an integrated plant with an annual capacity of 60,000 tons,

136, Four countries - Argentina, Brazil, Mexico and Venezuela - consume
slightly over 85 per cent of the primary aluminium in Latin America.’
More than 42 per cent of this goes to Brazil. Per capita consumption
in the region doubled between 1951-53 and 1961~63 to a little over half
a kilogramme, It is estimated that, if regional output stays at the
same level, it will fall short of demand in 1975 by about 300;000 tons,
137. In view of this, and of the fact that nearly all the primary
aluminium now comes from abroad, the aluminium industry elearly has very
good chances of developing in the region..

/138, The
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138, The study submitted to the Symposium sets forth the alternative
lines of national development and regional integration for the industry.
The fact that there are now four countries in Latin America with an
apparent primary aluminium consumption of over 10,000 tons a year - which
may be taken as the minimum if not the most economic production scale -
indicates that the industry could be developed locally and then extended
since by 1975 three more countries will be in much the same position as
the four are today, But as heavy investment is needed to establish an
aluminium industry‘and extensive economies of scale can be obtained with
the usual technological processes, it is advisable to explore the
possibilities that offer the greatest econcmic benefits at the regional
level,

139, There are a number of ways of developing a prirary aluminium
industry on a regional basis. It is assumed, to begin with, that the
different national markets would be fused into sub-regional markets to
be supplied with primary aluminium by one or more reduction plants.
Several methods of integration have been considered on the basis of the
following working hypotheses: first, the possibility of keeping the
regional market supplied by the countries that already have aluminium
reduction plants (Brazil and Mexico); secondly, the possibility of
keeping demand satisfied by adding a third plant located in Venezuela;
thirdly, the development of the industry in various other countries,
either because of some competitive advantages in production, or because
they have a sufficiently large domestic market (Argentina, Brazil,
Chile, lMexico, and Venezuela); and fourthly, the addition of Peru to the
possible producers of aluminium,

140. The nexus of sub-regional plants thus established would concentrate
on producing primary aluminium, It has also been tentatively assumed
for purposes of the analysis that as Brazil is the sole ALALC member
with large bauxite deposits it would be the only country to produce
alumina., The other countries would import it.

141, The main conclusion of the study is that as the region has more
than enough energy and raw materials for the successful and vigorous

development of primary aluminium production, several of the lLatin American

/countries could
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countries could expand this industry on an economic basis, and achieve
similar price levelé,to those prevailing in the domestic markets of the
highly industrialized countries, If the aim is to cover total regional
demand for primary aluminium in 1975, and the development of the industry
is planned with an eye to regional integration, it will be possible to
set up a number of plants of economic size in Latin America.

142, The delegation of Venezuela explained that the location of the
aluminium processing industry had an important bearing on that of the
alumina reduction plants, since the consumers of primary aluminium were
largely the plants that turned out the finished products. The study
before the meeting should therefore be rounded off by an examination of
the processing of primary and secondary aluminium into end products,

143. With respect to the integration of the industry on a region-wide
scale, the delegation of Venezuela suggested that some kind of regional
machinery shauld be devised for achieving integration before plans of
non-economic size were installed in the different countries. But before
a decision could be taken to build a plant of economic size producing

for the region in general, there had to be some degree of certainty that
its products would find an opening there, so that investors could be
induced to look on Latin America as a regional market.

14k. The delegation of Venezuela also pointed out that the study failed
to include, in its analysis of siting in Venezuelan Guayana, a plant
using imported bauxite and integrated in its last two stages, The
secretariat explained that the plant had not been ineluded for want of -
imformation, particularly on the price quoted for bauxite in the contracts
signed with the countries that traditionally exported it. The delegation
added that the study laid great stress.on the importance of the Pogos de
Caldas area in Brazil for the regional integration of the industry without
specifying equipment conditions in that area or their incidence on
production costs,

145. The delegation of Brazil said that Pogos de Caldas was a fairly
large town. The surrounding area corntained an abundant hydroelectric

potential as well as bauxite deposits, and formed part of the industrial
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triangle of Rio de Janeiro, Sao Paulo and Belo Horizonte, Alcoa planned
to set up a new vertically-integrated plant there with an annual capacity
of 20,000 tons,

146, The secretariat suggested that the document on the aluminium
industry before the Symposium might be submitted to a group of experts
from different countries who would analyze the prospects for regional
integration of the industry and indicate the other studies that were
needed for that purpose, The group might meet in the second half of 1966,
The main purpose of the meeting would be to draft a final version for
consideration by the countries and by the integration agencies.

147. There was general agreement with the proposal made by the secretariat,
and it was further suggested that the experts composing the group should
act in a personal capacity, The secretariat was also requested to

include in its work an evaluation of the bauxite deposits in Costa Rica,

/Thé chemical
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The chemical industry

148, The discussions of the ‘/orking Group on the chemcial industry were
directed by Mr., Santos amaro Dominguez (liexico), with the assistance of
Mr. Roberto Petitpas, who acted as the technical secretary. The group
based its discussions on the working papers submitted by the secretariat;
one relating to the evolution of the chemical sector in recent years;Lg/
and another to petroleum productsfgz/together with the conclusions of
the Seminar on the Development of the Chemical Industry in Latin America
(Caracas, 7 to 12 December 1964), as conteined in the report of the
seminar, These background documents were supplemented by a statement
by the secretariat, which is summarized below,

149. At the Caracas Seminar it was recommended that the information on
the chemical sector should be brought up to date, more detailed studies
be'made on the subjects already broached by the Secretariat, and the
machinery for compiling information made more flexible and speedy., Thus
the secretariat would concentrate its studies on sodium alkalis,
petrochemical products, and fertilizers, as indicated during the

Caracas Seminar, .

150, Studies in progress on the sodium alkalis and fertilizers, and the
study on the petrochémical industry thet had elready been concluded
provided some interesting figures,

Los vrincipales sectores de la industries latinoamericana:_pfoblemas
¥ perspectivas (St/ICLA/Conf,23/L.3).

La industria petrocuimice en América Latina: evolucidn y perspectivas

(ST/=iCLA/Conf.23/1.30).

Report of the Seminar on the Development of the Chemical Industry
in Latin America (ST/ICLA/Conf.23/L.5),

E & R
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151, Between 1959 and 1964 the consumption of chemical products in Latin
America increased, according to provisional estinates, at an average annual
rate of 9.3 per cent, from 2,900 million to 4,500 million dollars over the
whole period, The growth rate for 196264, seemed to de higher than for
1959-1962. If expansion continued at that rate, consumption vould smount
to 7,000 million dollars by 1970 and 11,000 million by 1975, that is, a per
capita consumption of 30 dollars in 1975 as against 20 dollars in 1964.

152, Output amounted to 3,C80 million dollars in 1964, Although that was
the result of an annual increase of about 10,5 per cent, there was no
slackening in the growth of imports, which amounted to 1,120 million dollars
in 1963 and 1,200 million in 196}, mainly because certain groups of major
products (agricultural products, plastics, sodiun alkalis and basic organic
chemicals) had to be imported to meet up to 4O per cent of apparent
consumption., Furthemmore, although in recent years there was some local
production of new products in the region, there was no notable increase in
import substitution. As for exports, no diversification was achieved, volume
did not rise appreciably, and there was no increzse in intraregional trade.
153, With respect to the sodium alkalis, the studies in progress indicated
that the market for these products was expanding more rapidly than might be
expected, and that by 1975 soune 1,050,000 tons of sodium carbonate and
1,150,000 tons of caustic soda would be required. Although the region did
not possess, or had not yet develpped, resources of the raw materials (salt
and limestone) on favourable conditions and within easy distance of the
consuier centres, there were three or four locations where the characteristics
and reserves of the raw materials were sufficiently encouraging to warrant
an attempt at large-scale production of sodium carbonate, which would permit
f,o,b, prices similar to the existing net prices of the imported product,
and thus open the way for meeting the consumption reguirements of the
countries of the region at prices acceptable to the consumer industry. The
total foreseeable production capacities including projects now under
construction in liexico and Colombia, and the exransions that would have

to be envisaged over the medium term, compared vrith the above-mentioned
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E/CN.12/755
Page 48

demand for sodiwa carbonate, would leave a balance of demand of about
220,000 tons in 1970 and about 540,000 tons in 1975, which could be
supplied by additional production units, It was stressed that this type
of industry also called for a fairly extensive scale of wroduction. Thus
it would be necessary to achieve, at the most favourable sites known
today, volumes of production of 300,000 tons a year in order to obtain
costs (ex~factory) comparable to those in the industrial countries, that
is, about 42 dollars a ton. This figure would rise to 46-50 dollars for
plants producing 160,000 tons a year, and to 60 dollars for plants
producing only €0,000 tons, for those locations in the region vhere the
basic raw materials (salt and limestone) were available at costs below
five dollars a ton, Those figures were in striking contrast to the vast
range of prices to the consuuner in the diiferent countries of the area,
from 52 dollars to 200 dollars a ton for sodium carbonate, and from

100 dollars to 280 dollars a ton for caustic soda, These large cost
differences in the existing industries were due partly to the fact that
in some cases conditions were less favourable, and partly to other factors

15/

demand, even though somevwhat premature, offered sane interesting features.

that were analysed in the study in progress.
154, As regards fertilizers, the analvsis of existing and future

The demand for soil nutrients (nitrogen, phosphorus and potassium) had
risen from about 450,000 tons at the beginning of the fifties to

1.15 million tons in 1964, In view of the promotional effort that would
have to be made, the use of fertilizers in the region might result in

a total consumption of soil nutrients of between 1.6 and 2.4 million
tons in 1970, and between 2.5 and 4.1 million in 1975, according to

provisional minimum hypotheses.

15/ This question was entrusted to ECLA under the programmne of studies
agreed between IDB, ICiP, FAQ, ECLA and other regional organizations
(see document ST/ECLA/Conf.23/L.3, chapter III),

/155, The



E/CN.12/755
Page 49

155, The achieveizent of those goals would largely depend on the cost of
production of the various fertilizers and its relaticn with the nrice of
the various agricultur:l products of the region. It was desirable to
improve that ratio without delay by attacking the factors that affected
the structure of the costs of production of the fertilizers,

156, The amalysis of the supply was complex and differed according

to the soil nutrient concerned, because of the variety of resources in
the region and the large number of projects and plans of production

based on very different technologies., In the light of this situation,

it should be borne in mind that the region possessed appreciable reserves
of natural gas at a sufficiently low cost to permit the development of
the procduction of ammonia, which was the basis of the nitrogen fertilizers.,
1f these advantages were combined with economies of scale in operating
costs and capital costs, through the estoblishment of units of large
capacity (500-900 tons a day, or even more), the region would be in a
position to meet its nitrozen recuirements on an economic basis, and
perhaps even to face the growing competition on the world market, which
was contingent on an eoually rapid expansion of production capacity in
other regions. Some of the projects currently under consideration in
various countries were directed mainly to export production. In all,

the projects concerned would represent an installed capacity of over

2.5 million tons of nitrogen a year.

157. The large number of projects tlat existed was accompanied by a wide
divergence in the prices announced (from 35 to 180 dollars per ton of
ammonia). The projects with the lowest prices would be able to compete
on the world market, while those guoting the highest prices sought to
Justify them by comparing them with the existing level of domestic prices
in the countries concerned. The éxecution of small=-capacity projects
would lead once again to the mistaken policy of installing vlants

that did not attain the minimum economic size. Hence, apart from special
situations involving proximity to higheconsumption azricultural centres,

the difficulties of transport, or force majeure in the form of econcmic
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pressure, preference should be siven, in procducing ammonia, to the
projects that could ensure a highly competitive footing both as

regards the region itself and as regards world markets. This preference
would also mean, from the regional standpoint, that there would be
apvreciable economies in the total investment devoted to ammonia
procuction,

158, As for the other fertilizers, not only would a better ordering

and complementing of their expansion be called for, but there must also
te greater efforts in the prospection for new mineral resources, and

the efficient and economic exploitation of those already surveyed or
developed, as regards both the phosphates and the potassium fertilizers.
159, The timeliness of the studies on the supply and demand of
fertilizers in Latin America would in many cases permit the adoption

of a rezional criterion for the development of that branch that would
put it on an equal footing with the industry of the more industrialized
“countries,

160, With respect to the petrochemical industry, document ST/ECLA/Conf,23/L.30
defined it as that branch of the chemical industry whose primary products |
were directly derived from natural gas and petroleum products and

were used to obtain intermediate and final products in general, For the
analysis of the future development of that industry the aim was to
project the potential demand for the "indicator" products (benzene and
ethylene).

1561, Recent evolution made clear that the industry was making an
increasing contribution, in terms of gross value of production, to the
total for the sector, that contribution having risen by 50 per cent between
1962 and 1964 (from 1,10 to 1,73 per cent). However, output of those
items was still very low in absolute terms.

162, The study of the petrochemical industry already comnleted permitted
some interesting conclusions, Although the prospects were favourable,

it was important to put more emphasis, in the national plans, on the

rezional aspect, and the fact that that element would increase as time

/went on,
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went on, because in the petrochemical field structural changes in
production and in markets were very repid, Thus in the existing plants,
and in some of the projected plants, there were many low-capacity
production units, and although such units might be justified at a

given moment on grounds of the existing domestic sales prices, they
entailed the risk of slowing down the development of the regional
market,

163, With respect to the basic petrochemicals, solid advantages could
be obtained through greater complementarity between the countries of
the region, In fact the bulk of those products were liguid hydro-
carbons that were transportable and could be produced at competitive.
costs at a number of places where there were large refineries of an
advanced technolozical level}‘ An expansion of the intraregional trade
in those products would make it possible for the large number of
chemical industries based on them to operate on a less heterogeneous
basis in terms of the cost of their raw materials, Thus the prospects
of expanding the trade in these secondary products (intermediate or
final) would be improved, and the rezion as a whole would receive the
benefits of the opening up of a healthy intraregional competition,

154, The secondary petrochemical products offered prospects, especially
in those countries where the domestic demand alone appeared insufficient
as yet to justify the production of such items as carbon black,
synthetic rubber, methanol, dodecylbenzene and other members of the
group of synthetic detergents, the vinyl plastics and the polyolefins,
etce In fact, with a few exceptions, there were no projects at an
advanced stage relating to the production of those items in the above
countries, However, within a fairly short period production would be

initiated, in many cases in the form of domestic plants of unjustifiably

16/ They could also be produced in special industrial complexes created
for this purpose.

/small capacity.
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emall capacity, The sector could, instead, advance its development
throuzh the conclusion of agreements between the countries concerned,
with a view to the installation of plants intended to meet the
foreseeable demand of all those countries, That possibility was even
more promising in view of the interdependence between petrochemical
production and the petroleum refineries, given the national character
of the petroleum enterprises, especially in Colombia and Chile,

The conclusion of such azreements would perhaps be facilitated by

the recent formation of ARPEL (Asistencia Reciproca Petrolera Estatal
Latinoamericana),

165, The size of the unsatisfied margins of demand in the countries
concerned showed that not all of them could provide a demand approaching
the minimum economic levels capable of encouraging new investment
without delay, A regional policy of economic development would

help to remove that obstacle over the short term. Through intensified.
efforts it would also be possible, with favourable effects on

Latin America's economy, to contemplate projects of the maximum
capacity currently feasible, with the principal aim of entering
world markets on an equal footing with the great international enter-
prises, and thus at the same time meeting the increased demand of

the Latin American countries,

166, In the discussions on the statement by the secretariat and

the documents submitted, comments were made on the methodological
provlems raised by the diversity of the petrochemical products,

which constituted an obstacle in analysing the development of the
petrochemical industry. To illustrate the possibility of using
representative indexes, mention was made of the system based on

the carbon ecuivalent of the petrochemical products, as used in the
statistics of the Organization for Economic Co-operation and
Development (OECD) and the European Economic Community (EEC),

o /167. The
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167. The representative of France, who was also the chairman of the

study group on the chemical industry organized by the EEC, referring to
the International Symposium on Industrial Development, described the
responsibilities of that study group in preparing a world report, for
which purpose it wduld use the data gathered by the various regional
economic commissions. It was considered desirable to organize the
available information by products,'particularly as regards the projections
of demand for the region. The Latin American countries would thus be

able to obtain a bird's eye view of the world situation which would be
useful in drawing up their sectoral development programmes, and in
preparing studies for the world symposium, v

156, The representative of Chile said that the main ideas adopted by his
country in planning new chemical plants were based on three criteria:
development of its natural resources, the expansion of the chemical sector
and the creation of new export lines that would help to relieve the
balance of payments, The Chilean projects included the creation of an
industrial complex based on the use of natural gas, étvMagallanes, for

the production of ammonia at the rate of 350,000 tons a year, and of solid
nitrogen fertilizers, at the first stage; the creation of a complex based
on ethylene that would be produced at the new petroleum refinery at
Concepcidn, mainly for the production 6f polyethylene and polyvinyl
chloride; the production of phosphoric acid and triple superphosphate,
based on the large-scale use of the waste gases from the refining of
copper concentrates, which would permit the production of sulphuric acid
at a cost of 10 dollars per ton or less, together with other projects

that were still under study.

155, The plans for the development of the petrochemical sector in
Venezuela included the formulaticn of projects and agreements aimed at
the expansion of the output of fertilizers (both nitrogen fertilizers and
phosphates and.compound fertilizers, on the basis of phosphate rock), the
installation of plants producing polyethylene (50,000 tons a year),

vinyl chloride (50,000 tons a year) and synthetic rubber of the polyisoprene
type, in a complex based on the production of ethylene (150,000 tons a year)
and propylene (90,000 tons), from propane, The resources available had

/even made
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even made it possible to c¢onsider exporting ethylene, towards the end of
the next five years, on a full competitive footing, with f.o.b, costs of
the order of 50 dollars a ton. Competitive possibilities also existed in
the case of vinyl chloride, since it could be obtained at a cost of

130 dollars a ton or less, and could be exported at ¢,i.f. prices of the
order of 180 to 200 dollars a ton, In general Venezuelan costs for those
petrocherical products and basic raw materials such as ethylene, propane,
natural gas and petroleum, were about 50 per cent of world prices, The
development policy adopted in Venezuela was aimed at supplementing that
initial advantage with others derived from the maximum use of economies
of scale, as the polyethylene programme showed; the scale of production
adopted in that case, of 50,000 tons a year, required an investment of
about 400 dollars per ton of annual rapacity, whereas the unit investment
which would rise to about 1,000 dollars for plants that were five or

six times smaller. The ammonia projects under consideration in Venezuela
involved a production cost of the order of 14 doxlars a ton which, when
transport and other costs had been included, would make it possible to
sell the product at 40 dollars a ton c.i.f,, or less,

170. The representative of Trinidad and Tobago referred to the progress

achieved in his country in petroleum refining (partly on the basis of
petroleum imported from different producing areas), In 1965 output was
156 million barrels, which represented about 2.5 times that amount of
crude oil, The production of basic petrochemicals, which was already
well advanced, was expanding; some examples were benzene, with an annual
production capacity of 320,000 tons;toluene, 100,000 tons a year, which
was to be raised to 600,000 tons; eyclohexane, 350,000 tons a year, sylene,
600,000 tons a year; nitrogen fertilizers, 600,000 tons of urea,

300,000 tons of anhydrous ammonia and 100,000 tons of ammonium sulphate,
all figures which were well on the way to being doubled. In addition to
these basic products intermediate products were also manufactured,
including methanol, styrene, glycols, oxo-alcchols, phthalic anhydride,
etc, The above production figures.were not in line with the limitations
of the domestic market, Great sacrifices had been made in the fiscal
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sphere to encourage the development of these products, meinly through the
total exemption from import duties on production machinery and raw
materials, the granting of a tax holiday for the first ten years of
operation of the new plants, and in general, by the application of a
policy of substantial aid on the part of the Government., Nevertheless,
the country had to broaden its markets, and was consequently particularly
interested in the development of a regional market, and in any step
towards supplying that market from outside the region, a point of special
interest to his country. .

171. In Brazil, the recent formulation of a large number of products

was the result of the creation in 1964 of GEIGUIM, the Executive Group
for the Chemical Industry, and the promulgation in February 1965 of the
decree establishing the conditions of entry for private enterprises into
the activity of producing basic petrochemical materials., Those factors,
added to the expanding domestic demand, provided favourable conditions
for the rapid expansion of the chemical industry in Brazil. The projects
approved, with their respestive production capacities, included the
following: ammonia (450 and 550 tons a day), compound fertilizers,
phosphoric acid (37,000 tons a year), polyethylene (63,000 tons),
polybinyl chloride (32,500 tons) methanol (36,000 tons) glycols, isocyanic
acid (3,000 tons), etc., as well as others, for the production of
cyclohexanol and ethylene dichloride, ethyl chloride and metallic sodium,
whose execution was contingent on the PETROBRAS projects for the
production of cyclohexane and tetraethyl lead.

172. The recommendations of given projects ensured that they would receive
certain exchange or tax incentives, this being the form of guidance with
which GUITUIM wss empowered, The bodies represented in that agency were
the Netional Development Bank, the Ministry of Industry end Trade, the
Ministry of Planning, the Currency and Credit Depsrtment, and other

national bodies,
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173. The expansion of the market in a country as a result of the timely
establishment of production activities designed to meet growing demand,
was illustrated in the case of }Mexico, where the trends followed by the
demand for chemical »roducts had warranted new preojects, fréquently on a
considerable scale. In addition to ammonia, the demand for which was
increasing so fast that 74,000 tons had had to be imported in 1964, other
products bearing out that assertion were dodecylbenzene and the sodium
alkalis. Besides the successive expansien of production units, two new
sodium carbonate nlants (Pajaritos and Monterrey) would soon be entering
into operation and would permit exportable surpluses in the next few
years, The development of ammonia in Mexico was a clear example of the
rapid evolution of what were regarded as economic scales of production,
since in 1954 the first unit installed (Cuautitldn) had had a capacity

of 6d tons daily; in 1959 the first unit with a daily output of 200 tons
had been established; a plant with a daily capacity of 1,000 tons was
now envisaged; and two similar units were under consideration, which
might well be discarded in favour of new projects with a capacity of
2,000 tons daily. Hevertheless, Mexico did not think it had exportable
surpluses, since the projected demand for nitrogen for agricultural use
would be over 750,000 tons annually,

174 . The various statements on the development programmes and projects in
course of execution clearly showed a tendency - which was manifest in the
case of Chile and Venezuela and implicit in that of other countries - to
consider the export angle in any new projects in the petrochemical sector,
particularly for the production of ammonia (Colombia and Peru). As opposed
to the possibility of appreciably increasing exports of chemical products,
based on the existing favourable conditions for obtaining them a low cost
in various countries of the region were the uncertainty of access to
external markets, the decline in the world prices of a large number of
petrochemical products and the surplus production capacity existing in
other rsgions. Some delegations expressed concern at the situation and
suggested, as a means of strengthening and guiding the region’s future

position in the world market, the establishment of enterprises based on

/multinational capital
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multinational capitel — preferably Latin American ~; the adoption of
uniform criteria in relation to fiscal incentives to investment in that
field; and, in particular, the co-ordination of nationsl programmes that
would complement one another, _

175, Most of the representatives agreed with those views, and some
referred especially to the machinery for iﬁplementing a regional policy,.
Thus, the delegation of Chile suggested that the co-ordination of development
policies in the petrochemical sector should be approached at the highest
level in an effort to secure the best possible regional structure for that
branch of industry. To that end, use could be made not only of the studies
now being completed by the working group set up by the Advisory Committee
on Industrial Develorment (CADI) and the Latin American Free-Trade
Association (ALAIC), but also those carried out by ECLA and the national
agencies concerned, Stress was placed on the need to adopt such agreements
by means of negotiations between representatives of the various countries,
which would be conducted at the regional level and would possibly not be
confined to the ALAILC countries,

176, Another question meriting the participants! attention was that
relating to certain basic raw materials of the chemical industry, e.g.,
sulphur. The recent decline in world supplies of sulphur was a matter of
concern in other parts of the world (the Européan Economic Community - EEC)
‘and in some of the Latin American countries (Argentina and Brazil); allied
to Mexico's present policy of conserving its reserves, Latin America
should lose no time in exploiting on a larger scale the other natural
resources that could be used to obtain such essential products as sulphuric
acid. In that respect, special attention was focused on the possibility
of utilizing sulphur freed in the copper production process or available
in pyrites (Chile, Peru and Venezuelza). Note wes also taken of the efforts
made by Brazil to find a commercial use for the nvrites associated with

the coal produced in Santa Catarina, and of the exploratory work carried
out in the highlands of Guatemala (Quetzaltenango) and in the Petén area
the latter with the aid of the United Nations Special Fund.

/177. latin
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177. Llatin Americas's supplies of phosphates would increase considerably
with the exploitation of the Sechura deposits - already recognized in
Peru with production in 1968 ~ and with the development of original
concentration processes in Brazil, appliceble to minerals of the apatite-
carbonate type to be found in the S&8o0 Paulo area, By 1967 that source
could supply concentrated raw materials (35/38 per cent) on the basis

of materials with a content sf only 5 per cent P,0g5, at competitive costs
compared with the price paid in Prazil for imported phosphorites, for the
proposed new plants manufacturing phosphoric acid and superphosphate
concentrates, In view of its considerable deposits of apatites and
apatite carbonites, Brazil could cover its growing consumption and might
even become a source of phosphates for the regionasl market.

178, With respect to other factors conditioning the development of certain
branches of the chemical industry, attention was drawn to the importance
of organizing the distribution and marketing of fertilizers, in order to
prevent the expected expansion in the region's production capzcity from
being obstructed by the conditions existing in the market for those
proeducts in most of the Latin American countries, IMoreover, the sudden
and sometimes simultaneous appearance of new large-scale projects in the
countries of the region created temporary surpluses of production capacity
which resulted in the partial operation of some plants, That would seem
to justify a policy for the promotion of exports to countries outside

the region in order to make better use of the huge investments involved,
although such exports would at first produce a narrow margin of profit,
179. Statements made by some of the participants indicated certain lines
along which the development strategy to be followed for the chemical
industry in the next five years should proceed if basic goals were to

be achieved that would replace import substitution as the over-riding

aim that had dominated the process of growth in the past, In other words,
while import substitution would continue in primary commodities and
intermediate goods, an endeavour would be made to seek for products that
could be exported in a specific form to Latin America and, above all,

to the world market,
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160, The possibility of doing so would be confirmed by an analysis of

the figures supplied by the delegations of Brazil, Chile, Mexico, Trinidad
and Tobago and Venezuela on domestic demand and its relation to the capacity
of new projects envisaged for the next five years. The projects in cuestion
relate to bssic products -~ ethylene, benzene, ammonia, sodium alkalis,
sulphuric acid and phosphoric acid - and the capacities provided for were
the maximum permitted by the present state of technological knowledge

and the use of new processes recently applied on an industrial scale as,

for example, in the production of phosphoric zcid from hydrochloric acid,
The costs quoted for these projects indicated that their products should

be able to compete on a high favourable footing on the world merket and

even more readily in the region itself.

161. Consequently, even if the process of integration in this industrial
sector were channelled along the right lines - in particular by the countries
whose chemical industries reached an important stage of development in the
last few years (Argentina, Brazil, Mexico and Venezuela), and those where
the continuity of development would be furthered by regional integration,
efforts must also be made to intensify the development of industry as a
whole in order to revive and invigorate the external sector of the different
economies as one of the tools for achieving econcmic and social progress.
182, In view of some of the features of these projects, i.e., type of
products to be made, production costs, availebility of natural resources

and their location, that sectorzl strategy could give the industrial
development of the region a stronger dynamic impetus by promoting the
optimum use of production resources, In fact, as the basic products

to be processed were supremely importasnt for the whole vast construction

of industry, their availability on a large scale at low cost would

provide the industries that used them in the Lstin American countries

with a common basis on which to remedy the present distortions and lack

of uniformity in the prices of final products, and facilitate trade by
hastening the day on which the Latin American common market would become

a reality.
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183, These projects with their maximum capacities and modern technological
methods would help Latin fmerica to develop its chemical industries at s
pace that would more nearly approximate that of the same industries in the
more advanced nations of the world, The figures quoted by some delegations
on the volume and sburces of investment funds showed that both foreign

and Latin American investors preferred levels of capital that, while

high and geographically concentrated, assured them a good rate of return
in terms of world markets rather than of either national or integrated

markets in Latin America.
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The metal-transforming industry

184, The Working Group on the Metal~transforming Industry was
directed by Mr. Tulio Balzo (Uruguay), with the assistance of
Mr, Roberto Matthews, who served in the capacity of technical secretary.

125, The discussions were based mainly on the document Los principales

sectores de la industria latinocamericana: problemas y perspectivas
(S3T/%CLA/Conf,23/L,3/Add.1), which presented a comprehensive picture

of the position of the metal-transforming industry in general and of

the manufacture ;f specific capital goods in particular, Other
reference documents included a study on the development prospects of
Uruguay!s metal-transforming industries;;Z/ dsscribing a programme for
their future evolution, with emphasis on export prospects within the
Area; a study on the development of Venezuelal!s metal~transforming
industny;lg/ advocating a programme based on import substitution as a
means of creating a sectoral infrastructure; and a document on the
present situation and prospects in respect of the machine-tools industry
in Argentinagéy

16, The discussions were preceded by an introductory statement made
by the secretariat in which attention was drawn to the fact that the:
metal-transfcerming industry as a whole ~ which embraces the manufacture
of metal products, machinery and equipment, including electrical equipment,
and transport material - represents nearly 17,0 per cent of the‘regionfs

total manufacturing industry, With a value added of atout 4,0C0 million

;z/ La industria mecdnica del Uruguay: un programa para Su recupe—
racién y desarrollo (ST/ECLA/Conf.23/L.13).

18/  The metal-transforming industry in Venezueld: an import substitution
development prosramme (ST/LCLA/Conf.23/L. L.

19/ La_fabricacién de maquinarias y equipos 1ndustriales en América
Latina: IV, Las miquinas-herramientas en la Argentina
(ST/ECLA/Conf.23/L.18),
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dollars, its contribution to the gross domestic product is slightly over
L per cent, In terms of employment, this industry maintains a labour
force of nearly 1 million persons, i.e., 15.6 per cent of the total
employment registered in Latin Americal's industrial sector,
127, This over-all appraisal is clearly applicable to an activity that
has attained a certain size and importance. However, there are large
gaps between the development levels reached by the various countries and
the favourable average situation presented above is merely a reflection.
of the weight carried by the major Latin American countries - Argentina,
Brazil and lHexico -~ which altogether account for 90 per cent of the
total metal~-transforming activities in the region, In these countries,
import substitution in respect of durable consumer goods has reached very
high levels and considerable headway has been made in the production of
capital goods, By contrast, in the remaining countries the limitations
of the domestic markets, combined with other factors, have greatly
hampered the expansion of this industry. In both groups of countries.
disequilibria and maladjustments are noted in the development of .the
metal-transforming industries which, of course, constitute a serious
obstacle to complementarity and integration within the conte:t of a
regional scheme, On the one hand, the industry has developed spontaneously
in the major countries, and this has resulted in the manufacturers! excessive
concentration on certain lines of production thereby forfeiting the
benefits of specialigzation, or the under-utilization of installed capacity,
and, in other production lines, in the short supply of intermediate or
semi-processed products, The speed at which the process has taken place,
moreover, has prevented the simultaneous adoption of the appropriate
institutional measures that should accompany the industry!s development,
relating, inter alis, to such questions as manpower training and
technologzical research, _
188, On‘the other hand, the médiumpsized and Small countries present, in
greater or lesser measure, considerable deficiencies in the structure of
their production, a marked backwardness as regards technology and an
almost complete lack of a suitable infrastructure for the metal-transforming
industry, apart from which they have virtual'y no specific plans or
prosrammes for the development of this industry,

/189, Domestic
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189, Domestic production satisfies about 60 per cent of the region's
consumption of products of the metal-transforming industry. 7This average
assessment of ILatin .merica's position is no doubt strongly influenced by
the major countries of the region, which have succeeded in meeting a high
proportion of the consumption of both durable consumer goods and cepnital
goods. In the medium-sized and small countries, consumer needs are satisfied
to a varying extent by domestic output, but the proportions are far lower
than in the major countries, an< the position is aggravated by a lag in
production which is much greater than might be expected from a direct
comparison of the sizes of the respective markets or of other economic
indicetors, The rate of growth has, on the whole, fallen short of the
possibilities offered by their own markets, despite their small size, and
the metal-transforming - industries have evolved in an unco-ordinated fashion
for want of guiding »rineciples and a clear—cut economic policy for directing
their development, 4ll this is reflected today in a number of manifest
weaknesses which extend from its infrastructure to the entrepreneurial
organization itself, It will be seen from these facts that the countries
concerned are scavcely in a position to begin to derive any immediate benefit
from the regional invegration of this industry, quite apart from the serious
difficulty they would have in competing at the domestic level with the more
advanced countries of the Area,

16, This state of affairs should be remedied as soon as possible in order
to prevent the existing disparities from being further accentuated, since,

in addition to excluding these countries from the benefits of a common
market, this would even jeopardize the domestic economic development process
itself, The manufacture of exportable products was almost more vital for the
future of these countries than for that of the major countries, since, besides
the reasons commected with a negative trade balance, the maintenance of
vigorous rates of industrial growth recuires that external markets should
come to complement the domestic ones, which would not suffice on their own,
S0 far the develonment of the metal-transforming sector has been sustained
lar; ely through the increase in industrial services and maintenance

activities, and the establishiment of plants for the assembly of durable

/consumer goods
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consumeyr gaods and, v0 & lesser extent, the production of certain simply
manufactured products of the metel-transforming industry for which there

is considerable consumer demand. |

191, The future prospects offered to these countries are closely linked

to their formal acoption of appronriate plans for the development of these
industries, the remedying of their structural deficiencies and the filling
of their technologicel gaps, in order that the sector can obtain the means
of production which, besides enabling it to supply the dmestic market
satisfactorily in the products that must be manufactured locally, would
place it on a high enough technical footing to enter into complementarity

or integration agreements'with other countries in relation to the manufacture
of more complex procucts of the metal-transforming industry, which will no
doubt represent a substantial pronortion of regional trade in the future.
192, The studies presented at the Symposium and the discussions thereon

led to the unanimous conclusion that import éubstitution constituted a
source of dynamic impetus to the development of this industry and, at the
same time, the best road towards the crestion of a sectoral infrastructure
anc the absorption of more advanced techniques. It was further noted that
decisions regarding the manufacture of new lines of production in this
sector should be acdopted not only on the basis of manufacturing costs, but
with due regard for the benefits they would bring as regards the spread of
technigues and the favourable indirect effects they would have on the
quality, standardization and imterchangeability of the products of metal-
transforming in generels. In thet respect, it was emphasized that all
countries of the region should benefit equally from the spread and absorption
of new techniques, a »oint which should be taken carefully into consideration
in all future studies. DNevertheless, it was made clear that progress in
the development of the metal-transforming sector was subject to a gradual
systematization, in that certain stages could not be implemented unless

they were based on prior technical experience.

193, 1In that order of ideas, the imporﬁénce was recognized of the existence
of enterprises specializing in certain techniques, as against their vertical

integration,.
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194 It was also recognized thet the large-scale access by all countries
to new techniques and processes would automatically lead, in certain cases,
to the admission of specialization and, therefore, to the concentration of
production on particular items of the metal-transforming industry, thereby
conducing to an import substitution scheme on a regional scale.

195, 1t was further recorded that osportunities were opening up for the
region of initiating the manufacture of specific products of the metal-~
transforming industry and electrical articles, with a view not only to
satisfying domestic needs, but also to exporting them to highly industrialized
areas, The reason is that Latin America would be in a favourable position
to produce those items, since wage increases in the industrialized countries
were not accompanied by corresponding increases in productivity and,
therefore, their menufacture in those areas was no longer an attractive
proposition. Some projects of that nature - although on a moderate scale -
were already being initiated in the region.

196, Attention was Tfocused on the importance of the metal-transforming
industry and its fundamental role in the maintenance of industrial equipment
and instellations and transport facilities; it was noted that, in the
process of developing lines of manufacture, priority might have to be given,
in specific cases, to the production of parts and spare parts.

197. There was consensus in recognizing the 2imiting effect of the
shortage of skilled personnel at all levels and thé inadequacy of training
systems and programmes on the above-mentioned process. In that respect,
stress was placed on the urgent need to accelerate the training of workers,
foremen, technicians and production engineers, who were also needed to

adapt the existing lines of metel-transforming, and to devise and plan new
ones, The participants also noted the importance and necessity of training
at the entrepreneviial level if the industry was to be efficiently run.
Several countries gave an account of the efforts they were making to deal
with this problem, and it was evident that even in the major Latin American
countries, which have made most headway in personnel training, there were

still gaps in particular specialties,

/198, Concurrertly,
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19¢, QGoncurrently, attention was drawn to the important role played in

the development process by the centres for applied engineering research,
the establishuent of standards and specifications in respect of manufacturing
and materials, including the relevant measures for their control and, lastly,
industrial health and safety provisions.

199. The docuzents presented at the Symposium, vhich dwell in particular
on the position of specific capital goods such as basic industrial eguipment
and machine-tools, show that the greatest strides have been made by those
countries possessing the largest domestic markets, vhere the manufacture

of products of the metal-transforming industry covers a high proportion of
existing consumption and where the production capacity is sufficient to
meet a substantial part of the demand envisaged for tlhie next decade,
especially as regards basic equipment, It was recognized, however, that

on account of the diversity of products and manufacturing techniques, there
were opportunities in that sector for all countries, on a greater or lesser
scale, to initiate the domestic manufacture of those capital goods and to
complement one another's production, It was nevertheless admitted that
that would entail the adoption of a number of measures to remove certain
obstacles that were now restricting the development of those activities
both at the national level and in a regional market, In essence, all
those obstacles were attributable to the lack of a development programme,
either general or sectoral. The absence of goals, the lack of knowledge
concerning the domestic market and its future trends and, in general,

the absence of a well-defined economic policy that would encourage and
protect the developiient of that line of manufacture - which on the supply
side definitely belonged to the metal-transfoming industry, while on the
demand side it wss closely linked to the country!s industrial and economic
growth -~ were the chief factors underlying the conditions under which the
industry had developed. Moreover, the credit and financing systems were
not organically organized to meet the needs of that line of manufacture.

In this resnect, attention was drawn to Brazil'!s efforts to find a solution

to the lack of medium and long-term financing by the establishment of various

/funds with
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funds with the specific purpose of financing, inter alia, the purchase

of machinery and equipment, as well as new investment and expansion in
respect of the small and medium~scale enterprises, A special recoimmendation
was formulated by the delegation of Chile to the effect that international
financing, which was continge:t wpon the vurchase of equipment vwherever the
credit was extended, constituted a serious obstacle to the local development
of that branch of the industry, since part of the equipment could nearly
always be supplied by local manufacturers. It was stressed that action in
that field would be highly profitable and necessary.

200, It as further recognized that the measures and action that would
have to be adopted for the development of that industry, on both the national
and regional plane, coincided with those contained in the ECLA document
presented for the consideration of the Symposiwn.gg/Those measures relate,
particularly on the domestic side, to the organization of manufacturers

on co-operative lines as a means of making better use of the installed
preduction facilities, encouraging the sub-contracting of services,
amplifying the existing knowledge of the possibilities for domestic
manufacture and turning the technical resources to better account; to

the adoption of a policy for the local purchase of equipment and the
definition of a policy for promoting the local design of equipment in

line with the standards and specifications that permit interchangeability.
On the regional side ~ through co-operation between countries ~ steps

would have to be taken to promote co-operation between national producers!
associations; to establish a system of regional preference for the
purchase of industrial equipment and gradually to reduce or eliminate

the tariff and other barriers obstructing trade. Again on the regional

side -~ through interamerican co-operation and development agencies - action
would be needed to carry out studies of demand and supply for the region

20/ See ST/ECLA/Conf.23/L.3/hdd.1, chapter V.
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as a vhole; to promote the tranéfer of know-how, building-up of the
regional engineering and the establishment of manufacturing standards
and specifications. o ‘

221, The meeting took note with satisfaction of the studies being
carried out by ECLA in thaﬁ‘connexion.

202, 'lith respect to the manufacture of machine-tools, it was noted
that considerable progress had been rude in meeting demand - particulary
in Argentina and Brazil - although not on the same scale as in basic
equipment, '

203, The trends followed by the two countries had been very similar
and presented many common features, according to the studies carried

out there, The industryfs devélopment was limited by the same factors
as those affecting the production of basic industrial equipment, but in
the present case they presented different shades and had repercussions
which often seriously jeopardized the sector's development, As an
indication of the field in which action was required, attention was
dravm to the heterogeneous nature of demand, the acutely competitive
market, the technical ~nd research needs irmosed by the manufacture of
machine-tools, the time and capital required to launch new models and
the strong competition from iniernational production centres,

204, In both Argentina and Brazil the industry had developed in response
to the same incentive, i.e., the supply of demand for machine-tools for
the maintenance of manufacturing activities in general, a field in which
technological and manufacturing requirements were not as strict as in
the case of production machinery., The transition from that stage to

the manufacture of machinery involving more responsibility was under
consideration in the two countries; but the adoption of the technical,
economic and institutional measures such an industfy required would

call for the concerted action of both the manufacturers and the national
authorities, It was recognized that action at the regional level would
be highly fruitful and necessary if the industry was to be established
on a sound basis and directed towards specialization.
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205, The stage of development reached by argentina and Brazil had been
the result of the individual initiative and effort &f a large number

of manufacturers who lacked a proper knowledge of the market as a whole
and of its development trends, as well as the general guidance to enable
them to turn their investment and efforts to beiter account, Nor had
they had the backing of a clear-cut policy aimed at encouraging the

industry's establishment, apart from certain tariff or exchange measures

which had served to encourage import substitution. Thus, the sector's
present structure did not make for development, in view of the great
majority of small and medium~-scale enterprises which lacked the technical
and economic facilities to undertake the manufacture of more complex
machinery on their own; the marked concentration of manufacturers on
the same type or model of machine, thereby forfeiting the benefits of
specialization and of larger-scale production; and an under—developed
line of manufacture.

206, However, a small number of enterprises in these countries were
noted for the technical standard attained, the quality of their products
and their apparent efforts to meet the requirements of demand., They
could be classified as manufacturers proper, with many of the
characteristics and aptitudes to meet the requirenents of demand and
eperate on the export market, That group of enterprises constittited
the basic nuclovs thot was tockling the menufocture of production
machinery, i.e., specific machines for large-scale manufacture, as
distinct from the more universal type produced today. Nevertheless,
they had not escaped the consequences deriving from the lack of a
comprehensive knowledge of the market and its future prospects, the
shortage of credit and the absence of a national policy for the
development of the sector concerned. Brazil had recently adopted
certain specialized credit meesures, corresponding in part to the

launching of a policy for promoting the metal-transforming industries,

which had had a favourable effect on the machine~tools industrye.
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207. The sector!s future development prospects and the attainment
of a larger share in the supply of domestic needs and of a better
competitive footing on the external market were largely contingent

upon the removal of the above-mentioned structural and technical

deficiencies, JIn that respect. the establishment in those countries
ECLA studies, would bring highly fruitful results.
208, It was noted that the machineftpols sector afforded unlimited

possibilities for rggional trade and complementarity., The huge range

of an institute for research on machine-tools, as recomnended in the

of types and their respective variations, to say nothing of the
different quality standards for the machines according to their use,
would permit the existence of various‘specialized plants., It was
considered that Eatin America, with an estimated market in 1970 of
some 250 million dollars and an existing production of not more
than 50 million dollars - incomplete as regards a large number of
types of machines - offered considerable attractions that would
warrant giving careful consideration to the future of that line of
manufacture., '

209. Lastly, it was noted that Latin America possessed a fairly
important textile machinery industry. That particular branch of
manufacture was also under study and the information thus far
gathered indicated that the ﬁanufacturing capacity installed in
four countries - Argentina, Brazil, Colombia and Mexico - made it
possible to supply nearly 60 per cent of Latin America's total
demand,

212, It was clearly necessary to modernize the textile machinery
inventory in the very near CTuture and the regional textile machinery
manufacturing industry might have an important part to play in the
process, A very provisional estimate of over-all needs in respect
of the renewal of Latin America's textile equipment was in the
neighbourhood of 480 million dollars agboul two-thirds of which could
be supplied by the regional industry within the next five years, mainly

in so far as spindles, looms and finishing machinery are concerned,
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211, It was recognized, however, that although promising, the position
of the industry manufacturing textile equipment presented certain
difficulties which, if not overcoime, would result in the sectorls
continuing to function without a programme of work and, conseguently,
with no prospects of expanding., It was noted that the two sectors -

the textile industry and the textile machinery industry -~ though

closely linked by common interests, did not seem to have found e

formula for working together harmmoniously. They lacked proper guidénce
and, above all, the necessary technical and financial assistance that
would enable them to unite theefforts which are at present dispersed

in the two sectors,

212, It was considered that the clarification of the above points

and the measures to be adopted in the sector in question should be
defined in the light of the conclusions reached in the studies now

under way on the textile industry and the manufacture of textile
machinery,

213. lestly, attention was drawn to the need to carry out systematic
studies on the metal-transforming sector with the purpose of identifying
the various aspects of the obstacles to its developnent, the corrective
measures that should be adopted and the prospects for its expansion from
the standpoint of both the opportunities afforded by the domestic markets
and those created within the framework of an integrated regional market,

/The textile
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The textile industry

214. The discussions of the working group on the textile industry were
directed by Mr, Emilio Ramirez (Paraguay), with the assistance of
Mr, Marco Pollner, who acted as the technical secretary,

215, The group based its discussions on the working paper Los principales

sectores de la industria latinoamericana: problemas y perspectivas
(ST/ECLA/Conf.23/L,3/Add.1), which in chapter V summarizes the conclusions
of the studies in the textile field carried out by ECLA in eleven Latin

American countries. The four most recent studies in this series, relating

to Arzentina, Lecuador, Venezuela and Mexico, were also examined by the
working group,gl/together with two documents of a technical economic
nature whose aim was to establish certain programming criteria for the
textile sector. One of these documents deals with economies of scale in
the cotton spinning and weaving industryﬁaz/and the other with the choice
of technologies in the Latin American textile ihdustfyézz/ '

216. These background documents were supplemented by a statement by the
secretariat, This statement pointed out that the main problems facing
the textile industry in most Latin American countries relates to the
proper use of the rescurces involved, both human and material, and the

achievement of efficient operating nonditions permiting a reduction in

(ST/ECLA/Conf.23/L.8); IX. Ecuador (ST/ECLA/Conf.23/L.7);
X, Venezuela (ST/ECLA/Conf.23/L,11); XI. México (ST/ECLA/Conf.23/L.31).

Economies of scale in the cotton spinning and weaving industry
(ST/ECLA/onf . 23/1.9).

23/ The choice of technologies in the Latin American textile industry
zST/ECLA/Conf.237L.335.

/the price

21/ La industria textil en América Latina: VIII, Argentina
22/
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the price of Latin American textiles. Since the industry was established
long ago, the question of large-scale import substitution was one of
minor importance for the region as a whole, Over 90 per cent of the
region's consumption of textiles was based on local production, However,
this general average represented individual figures that varied
considerably according to the fibre and the country concerned, For such
fibres as cotton and wool the figure was even higher than 90 per cent,
and for the man-made fibres it was considerably lower, Thus there was
still some margin for import substitution, especially for the synthetic
fibres, It was emphasized that the figure of 90 per cent was for Latin
America as a whole, and reflected the influenee of the figures for the
three main producers (Argentina, Brazil and Mexico), since some of the
smaller countries were still largely dependent on imports for supplying
their textile consumption requirements.

217. The scale of textile consumption in Latin America could best be
conveyed by the figures on its volume and value, In 1965 estimated
consumption had been slightly over a million tons, and its value at factory
prices had been over 4,000 million dollars., These figures showed the
industry's importance in the manufacturing sector, in view of the high
proportion of the total produced in the region., In terms of volume
consumed, cotton was the principal fibre, accounting for 74 per cent of
the total. The remainder represented wool and man-made fibres., The most
rapid expansion in recent years had been in the consumption of synthetic
fibres, but even so, this consumption still represented only 4 per cent
of the total.

218. In general the consumption of textiles had developed slowly, because
of the slow growth of income and the pattern of its distribution, and
because of the relatively high prices of textiles, Population growth
pernitted only a modest growth rate in this industry, which could and must
be raised if the existing low level of textile consumption was to be
increased, so as to cater for the great mass of potential consumers,
These data, which were studied in greater detail in the regicnal report

on the textile industry in Latin America, at present in the final stages

/of publication,



B/CN.12/755-
Page 74

of publication, gave grounds for'estimétihg textile consumption 3n 1980
at 2.2 million tons, with a value of 9,400 million dollars.’ These figures
represented a percentage increase of 108 per cent in volume and 129 per
cent in value, as compared with 1965, Thus it appeared that one of the
essential requirements was the proper programming of the increased
production in order to avoid the problems currently plaguing the
industry, which would tend to worsen the situation if appropriate
measures were not taken to raticnalize the investment called for by this
expansion, in terms of the choice-of machinery, of mill size, and of
operational efficiency. A rough calculation indicated that to achieve
the above-mentioned goals for 1980, the industry would have to invest,
during the intervening périod,'a total of 8,000 million dollars, or

about 500 million dollars a year, on machinery and buildings alone,

219. The EJLA studies on the operating conditions in the textile
industry included comparisons of labour productivity 'in different
countries, For that purpose a theoretical Latin American standard has
been established, on the basis of modern machinery of the conventional
type such as that found in the region, with normal yield and workloads,
in other words with the number of workers for that machinery, that was
considered feasible in Latin #America. That standard of reference was
consequently considerably below the produstivity levels to be found in
Europe. In fact, it amounted to about 50 per cent of the existing levels
of labour productivity for Europe, and slightly over a third of the level
for the United States. Despite the modest standard set, only one of the
eleven countries studied by ECLA, had been able to exceed it (in terms

of the average for the country as a whole). All the remdinder had levels
ranging from half to two-thirds of the standard. (The figures concerned
are given in chapter VI of document ST/ECLA/’onf.23/L.3.) Consequently
the relatively low wages in the textile industry were offset by an even
lower productivity, so that the total rost of the labour input in Latin
America was not very different from that in the highly industrial .
countries, where labour costs were high, Though the wages in those

countries were much higher than those in Latin America, so was labour

/productivity. Nor
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productivity. &or could the low productivity in the region be attributed
to deficiencies in machinery or equipment. On the contrary, Latin
America's machinery inventory, with the important exception of Brazil,
and to a lesser extent Peru, was fairly modern compared with that of the
European countries which, although they had undertaken intensive
modernization, still had a considerable number of obsolescent machines,
Hence it could be concluded that the labour factor was not used to
advantage in Latin America, with the exception of Colombia, the only
country that had managed to exceed the productivity standard. But the
problem was more complex than it appeared. In the studies carried out
by ECLA, in which individual enterprises were analysed, it had been
noted that within the same country there were great differences in
productivity; some progressive enterprises had levels much higher than
that of the standard, while others had extremely low levels, The
coexistence of two such different types of mill in the same market raised
doubts about the effectiveness of the competition in those countries,

It was emphasized that the textile industry had been established in
nearly all the Latin American countries under the shield of considerable
protection against external competition, so that the existing market

was virtually closed.

220, Apart from the inefficient use of manpower, it was also stated
that the machinery and equipment were not properly used in the region as
a whole, Certain countries, sush as Colombia, could be excepted from
that generalization, and certain mills within the various countries, but
their weight in the total was not sufficient to change the zeneral
conclusion. The machinery ranged from the up-to-date to the semi-up~to-
date, except in such countries as Brazil and Peru, and in some sectors

of the wool textile industry, where obsolesrent machinery predominated.
The inadequate use of the machinery was revealed by the hourly output,
which was lower than that attainable with the machinery installed. Apart
from that deficit in output when the machinery was operating, there was
an additional deficit, perhaps even more serious, in terms of the shifts,

and number of hcurs worked by the machinery during the working day, and
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the working day, and the working days per year. In this respect also
the machinery, which in fact represented the scarce factor of capital
and investment in foreign currency, was not used to the full, often
because of the family nature of the enterprise, which did not cbnduce

to two or three work shifts, and in some cases because the entrepreneur
was reluctant to maintain a large labour force, since the labour laws
imposed restrictions on dismissals, which might become unavoidable as a
result of the fluctuations of the market.

221. Clearly these deficiencies, to which must also be added those
relating to the raw materials (as regards both quality and waste), were
reflected in high production costs, and consequently in high prices for .
the textiles produced. In view of the low purchasing power of the
consumer, the effect was to prevent a more rapid expansion of demand,
which would be possible if prices were lower,

222. It had also been observed that the existing structure of the textile
industry in Latin America included a very large number of establishments
of less than economic size, The existence of these mills, and the
possible establishment of new mills of less than economic scale, meant
not only that investment per unit of output was higher, but also that
production costs were higher, quite apart from the dispersion of
entrepreneurial and technical skill, which was also scarce in Latin
America, At the same time, new investment must take into account the
technical criteria suitable to the region and its special conditions,
especially as regards the relative costs of labour and capital., It was
stressed that in the absence of any fixed peliecy on this question, an
industrialist would tend - and from his own standpoint with some

reason - to import the most modern type of machinery, which required
fewer workers, That trend, which was also partly due to the relative
facility of obtaining loans for investment in mechinery, on the one hand,
and to labour problems, including heavy social insurance contributions,

on the other, conflicted with the economic and social aims of the
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countries that had to provide employment for iarge masses of their
people, and that also needed to restrict their investment in foreign
currency, and the amortization payments and other capital charges
entailed, That was rather a delicate question, which did not necessarily
apply to every industry. But in the textile irdustry the result was

to leave open a choice of technologies, in other words, selection of
machinery involving varying levels of labour inputs, naturally at
different prices, without any reduction in the quality of the final
product being involved., It was advisable for those alternative
technologies to be borne in mind when new investments were being made
in the textile industry, since new investments on a considerable scale
would be needed. A study on that question had been prepared, giving

the details of the caluclations involved. In brief, it showed that

in the light of the prices of the capital and labour factors prevailing
in Latin America, a technology that was highly capitasl-intensive and
absorbed little manpower would not give lower production costs than a
technology involving conventional but up-to-date machinery which was less
capitel-intensive and rzguired a lorger humber of workers.

223, 1In discussing the general aspe~ts of the textile industry in the
under-developed countries, most of the representaiives gave a brief
description of the situation of the textile industry in their own
countries, concentrating mainly on the general features of the industry,
and referring in some cases to the ECLA textile studies., Mention was
also made of problems relating to the market, the importing and |
exporting of raw materials and manufactures, the policy of stimulating
and protecting the industry, and so forth, In general it was confirmed
that the situation of the textile industry was unsatisfactory, because
of an insufficient and improper use of the factors of production,
leading to high product costs, It was stated that in some cases
recently installed mills with up-to-date machinery were operating at

very low levels of efficiency.
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224. The recognition of this situation, and the consequent need to
take action, either in the individual countries or on aregional basis,
to obviate or diminish its ill effects, led several representatives
to suggest that it was advisable to go more deeply into the causes of
the situation. To be more precise, what was needed was to determine
whether the textile industry's operational deficiencies were the
result of a situation attributable to the structure and characteristics
of the industry itself, or whether they were due tec difficulties
/relating to institutional factors, or factors common to the whole of
the manufacturing sector,

225. The Central American countries gave an account of their
experience in market integration through the abolition of customs

tariffs for raw materials and for some types of fabric, while

maintaining a high customs duty for products coming from outside the
area, In addition the representative of the Central American Bank

for Economic Intezration (BCIE), an agency that had extended a number
of loans to the textile industry in Central America, explained the
criteria adopted in financing the installation of new enterprises,
which included: a guarantee that the product to be manufactured would
have a firm market in at least two countries in the community; the

prospect that it would help the balance of payments, either through

exports to countries outside the area, or through the reduction of
the import content of inputs; some reduction in the consumer price

of the product, and the training of the skilled workers needed,

/226, 1In
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226, In the Central American countries the common market had led to a
considerable reduction in domestic prices. In addition, conditions had
been established permitting the installation of new mills, the minimum

size being regarded as 10,000 spindles or 300 looms; and the industrialization
policy in the textile industry was directed towards the specialization

of production with a view to sellinga substantial proportion of output

to the other countries of the Central Americen market.

227. An interesting technical problem was raised in relation to the tariff
protection policy being considered in the Central American common market,
to promote the textile development and specialization programme., In

this comnexion, the representative of SIECA pointed out that the Central
American customs tariffs had mesnt greater protection for heavy fabrics
such as blankets or drill-~cloth which require few techniques and less
investment, However, although the new tariff policy under consideration
sought import substitution in respect of light fabrics, there was also
every desire to promote the production of hesvy fabrics other than those

of the traditional type, such as curtsining, furniture upholstery, etc.,
which reocuired more complicated technicues and greater capital investment.
The problem was therefore how to scale the tariffs now brsed on weight in
order to discourage production and traditional heavy fabrics and to promote
that of fine heavy fabrics,

228, It was also stated that small countries in the Caribbean, which

did not have a domestic market large enough to justify integrated plans

of an economic size, were turning to the idea of specializing in certain
processes for the manufecture of products for export, in order to compensate,
at least in part, for the fact that they had to import most of their
textile raw materials, However, in some cases these exports were

limited because of obstacles created by the industrial countries for

which these products were intended.

229. On a number of occesions there was reference to the raw materials,
Representatives emphasized the trade difficulties due to this factor,

and stated that there was a choice between the specialization of
production in each country on the besis of the use of the raw material
produced in the country concerned, and permitting free trade in raw

materials.

/230, A



E/CN.12/755
Page 80

230, A class of textile fibre mentioned as being of special inmterest for
the industry of several countries were the hard fibres, There were also a
number of studies and cevelopment plans for the use of these fibres, with

a view either to domestic consumption or oproduction for export.

231. Great interest wes also evinced in the marketing of textile products,
and in the clothing industry, as being relevant to a systematic survey of
the conditions in vhich the teitile industry was operating.

232+ The poor desree of rationzslization of the successive stages of the cycle
of production (in the integrated enterprises the various sections were not
easy to bring into bzlance at the optimum size level) and the lack of
flexibility in the distribution sector, had resulted in new apsroaches, such
as encouraging the sctivity of a converter, who would undertake the mass
purchase of grey soods and be resznonsible for their delivery to the finishing
plants, thus permitting a greater diversification of the product.

233. In relation to the question of the regional integration of textile
markets, and subsecuently during the rsview of the benefits that might be
expected for the region, it was suggested that the main causes of the
stagnation of the textile industry in Latin America were the small markets
available, the lack of rationelization of production, and the lack of properly
trained labour, Concern was also expressed over the difficulties enccuntered
in the negotiations at the regionsl level for the integration of the textile
markets. One represcintative stated that the LCLA studies on the textile
industry in the Latin American countries contained the elements needed to
serve as a guide in formulating an inte-ration nolicy.

234, Representatives of highly industrialized countries of Aurone and North
America who were emders of the working group had some interesting corments
to melte. A historicel review of the evolution of the textile industry in

the Unitved ¥inzdom clearly shuiicd that the importesnce oif that sector in
relstion o manufactiuring as & whole tended to decline., That meant

that the United Kingdcm had to resort to an increasing extent to imports to

/supply its
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supply its domestic imarket, although originally the textile industries

of that country dominated the world market as exporterss This natural
evolution of the United Kingdom textile industry in Europe and the United
Stétes, where it had gradually lost its leading position among the other
manufacturing industries, may open the way to an economically advantageous
location of the industry in the Latin American countries, because of the
possibility of a favourable combination of resources, especially raw
materials and labour, this suggested that the under-developed countries
might find an export market for their textile products.

235. The United States representative stated that in his country, when it
was recognized that the textile industry was suffering from a decline, the
Government and private industry united their efforts to find a way of
restoring its vigour. The result was a programne providing, inter alia,

for the following measures: government assistance in research; the granting
by the ta:z authorities of higher depreciation allowances; the correction

of the system of cotton prices that had formerly put the domestic producer
at a disadvantage. By these measures the modernization of the industry

had been brought about, through the replacement of machinery and improvemneitt
in mill buildings.

236, iihen the discussion turned to the plans for the reorganization and
modernization of the Latin American textile industry, it was made clear that
the rate of progress differed very much from country to country. In some
cases well grounded »rogrammes based on careful analvsis had been introduced,
with projections of the need for additional machinery, with their degree

of utilization, in the light of future demand, There had also been a
selection of the most suitable technologies, and of the mill sizes
permitting the most rational use of the factors of production. In

general it vas considered that the action of the Governments in carrying

out these plans took tie form of indirect measures, to be more precise,
measures relating to financing, tex measures and, above all, a
discriminatory tariff policy.

/237, Many
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237. Many representatives described the situation in their own country,
including, in particular, the representative of Mexico, who stated that
his Government had just completed an exhaustive study of the textile
industry, relating not only to oderating conditions, but also to questions
of marketing anc procuction costs. The study showed that the efficiency
of Mexico's textile industry was about 40 per cent of a standard
considered attainabdle in Mexico, which was itself considerably below the
limits attainable in the United States, In relation to the standard
established by ICLi, liexico compared favourably with other Latin American
countries as regards the cotton sector, where the level attained
represented 88 per cent of the EGLA standard in spinning and 55 per cent
in weaving. Hence a Drogramme for the reconstruction of the industry
had been formulated, based on the following pcstulates:

In projecting the machinery recuirements to 1970 and 1975,

account was taken only of domestic demand, excluding imports

and exports, The machinery to be installed was to be

technically the wost advanced available on the market,

provided that its efficacy was fully proved,

It had been assumed that between 1965 and 1970 all the

ovbsolescent machinery would be replaced by up-to-date

machinery.

For the cotton and artificial fibre section the plan was for

the industry to increase iis machinery utilization from the

level of 85 per cent prevailing in 1962 to 97 per cent by 1970,

an effort would be made to improve the industry with respect

to work methods and also to recast its structure by increasing

plant size to achieve dinensions considered optimum,
238, The vierking group was also shown an example of a programme for the
reorganization of the textile industry in Cuba, based mainly on the full
use of installed capaQity, a reduction in the number of mills to permit
consolidation into units of minimum economic size, specialization of
production units in order to rationalize production, and emphasis on the
production of articles that would help to improve the balance of payments
by reducing imported inputs to the minimum, and building new textile mills

for the processing of both hard and soft fibres.
/239, Several
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239. Several delegetes discussed cuestions relating {o economies of
scale and thes cheice of suitable technologies; especizlly the latter, on
which there wes a division of opinion that to some desree reflected

the concitions preveiling in the countries concerned,

240, VUith respect to economies of scale it was stated that in many cases
the smoll size of the markets and the fraguented nroduction structure,
consisting of very snell units, led to hich costs. COne example given
was the recent inst<llaticn in Latin America of plants for the production
of synthetic fibres that were below the minimum economic size; that
represznted the reinforcerent of an existine situation that in fact ousght
to be remedied.

241, The revresentative of the secretariat made a steotz.ent in which he
emphasized that the clussic problem of the optinmum use of the factors of
procuction had becoire of prime importance in the textile sector of today,
since this industry was being transformed into a characteristically
capital-intensive zctivity, which created new problems for the planning
asencies, (The relevant datu are given in document ST/ECLA/Conf.23/L.33.)
242, The document submitted for discussion reviewed f{ive different
technolosical levels, of which three were regarced as representing
postible choices for incustry, These three levels represented machiﬁery
considered up~to~-date in 1950, 1960 and 1965, and involved an investment
of 6,600 dolliars, 12,700 Collars and 20,600 dollars, respectively, per
woriker, in a mill with three shifts a day. Value added per worker was
2,5C0 dollars, 3,600 dollars and 5,200 dollars a year, respectively,

and the correspending product—capital ratios were 0.37, 0,28 and 0,25,
These figures not onlv showed the high dearee of capital intensity of the
textile industry of tocay, in relation to the workers emploved, but also,
and above all, how speedily technological evolution had reversed the
position of the textile sector as regards the capital-labour ratio,

243, The figures obtained in the studv under consideration led to the
conclusion that fromw the economic standpoint, with due rezard for the
social respercussions, the intermeciate level technology, that is, the
level corresponuinz to 1960, was that test suited to Latin America in its

present conditions of develormant. The reasons for that choice included

/the fact
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the fact that there was a striking disproportion in the chanpes in the
main indexes of productivity, capitel intensity and manpower absorption
that cccurred between the different technological levels. Between

the two extreme levels there was & slight rise in reinvestable surplus
at the cost of a steep reduction in the level of employment. Gkoreover,
the greatest changes related in every cése to the switch from the

lowest technological level to the intermediate level, while the changes
between the latter and the most advanced level considered were in some
cases insignificant, Since the crestion of one unit of employment at
the interwediate level (equivalent to 1960) required twice the investment
needed at the lowest level (ecuivalert to 195G), while at the highest
level (ecuivalent to the present day) it required three times that
investient, there was no doubt that full advantage should be taken of
the opportunity the.textile industry offered of adopting an intermediate
technological level,

24L, This prosition was supported by several delegations, while the
representetive of Mexico defended his country'!s use of the most advanced
technology on the grounds that, given the conditions in his country, and
the broad reconstruction programme that the textile industry was under—
going, it would not be advisable to lag behind the highly industrialized
countries of Europe and North Auserica,

2L5. The representative of Cuba also supported the use of an advanced
technology, stating that the mills with the most modern machinery would
have a more solid economic base, even if rezl wages, which are low in
Latin America,were to rise, and that the competition from the synthetic
fibres was bound to be felt over the.short term, and would be easier to
meet with a more advanced technology.

246, In sum, the working group was unanimous in recognizing the
unsatisfactory situation in which the textile industry in Latin America .
found itself, according to the anaiysis made in the various ECLA studies.
It was considered that the industry in other regions, also suffered
from serious problems, especially in some of the highly industrial countries,
However, in those countries the difficulties were due to very different

factors from those operating in Latin Zmerica., In that respect there

/was general
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was :eneral agreai.ent that there should be a detwsilsd analwsis of those
factors, and of the poor use of human and material resources in the textile
industry in Latin Auerica. It was considered desirable thet ECLA, and
other agencies specislly concerned with this fizld, should study both

the general aspects of those factors, that affected all :amufacturing
incdustry in Latin America, and the specific aspects relating to the
textile sector, with special euiphasis on the institutional conditions in
which the sector has evolved.

247, Similarly, the working group agreed on the need to take action to
reiiedy the existing deficiencies in the industry. Such action could be
taken at the national level or at the regionsl level, or at both, It

was agreed that the programies concerned should cover all the elements
that affect the activity of the textile sector, including such items as
an analvsis of the uiost rationsl use of fibres, in terms either of their
availability or of their use, Other aspects which various representatives
thought needed more detailed analvsis, and which should be included in
such a programme, were the decentralization of the industrw, within an
indivicmal country, tha marketins of textile producis, and the clothing
industry. An element in a national policy recommended as essential in
stimulating competition and more efficient operation was the use of the
tariff instruuent to permit possible temporary imports to establish nrice
levels nore favourable to the consumer, At the regional level similar
aims could be achieved by progressive integration through the liberaliza-
tion of trade,

248y There was general agreeient that the apnlication of a programe of
action of that type should take account of certain technical and economic
criteria, which should include price-elasticity, economies of scale,
choice of technologies, standardization of production, and specialization,
to name only a few,

249, During the discussion censideration was given to various forms of

a programme for the textile sector in terms of direct participation by
the Covernment and by the entreprencurial sector, in corsultation °°
with industry. lost countries considered that although the

Government should draw up the general lines of the programae and the

/eriteria underlying
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criteria underlwin; it, the industry itself should be mainly responsible
for putting it into effect, It could rely on the assistence of the
Govermuent in such matters as credits, the granting of import facilities
for machinery, and other measures relating to taxes, such as the granting
of tax exemptions for those enterprises that take part in the nrogramme.
The group considered that the progrémme should be carried out with the
assistance of the local agencies concernad with the various aspects of it,
such as institutes for fibre research, productivity centres, agencies

for professional and vocational training, and credit agencies, among
others, Similarly, most of the group éonsidered that international
technical assistance provided through the specialized agencies concerned
with the verious aspects of the programme could make a valuable
contribution, and that international financial agencies could also
assist, Lastly, the group expressed its hope that, in view of the
information already collected in this field by ECLA, it would continue
to co-operate in the analysis of the problems affecting the textile
industry in Latin America.

/C. PROBLEMS
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C. PROBLEMS RELATING TO FINANCING, EXFORTS AND
SEALL INDUSTRY 2L/

Credit for industrial expansion

- 250e The participants agreed that the industrial development of the
Latin American countries had been limited by insufficient capital
formation in the industrial sector. That, in turn, was due to the
insufficient reinvestment of the funds generated by the industrial
enterprises and the weakness of the stock markets and the credit machinery,
251. It was recognized that depreciation reserves, considered as an
internal source cf funds for industrial enterprises, were generally.

lower than those of the enterprises of the more developed countfies,

and where there was inflation, the reserves were sharply reduced by

the devaluation of the capital. In addition the percentage of total
profits invested was low, and was often sufficient only to offset in

part the inadequate depreciation reserves, without.contributing much
towards capital formation or expansion of capacity.

252, During the discussion on the reasons for the low level of domestic
capital formation, in relation to profit margins in the industrial
enterprises that were equal to or higher than those in the developed
countries, the representatives of Colombia and Argentina stated that a
substantial volume of funds was siphoned away from the developing countries,
through various channels, to the industrial countries, thus depriving
Latin American industry of valuable opportunities, The representative

of Colombia said that his country was considering the establishment of

an organization that would be responsible for recovering such funds, and
suggested that action on those lines should be taken on a multinational
or regional basis, It was agreed that the suggestion should be passed on,
through the secretariat, to the United Nations Conference on Trade and
Development,

See annex III, which contains the list of documents that served
as the basis for the discussion of this item,

/ 253. The
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253, The representative of Cuba stated that the shortage of capital in
the Latin American countries had traditionally been due to the low prices
fixed by the developed capitalist countries for the export commodities of
the developing countries, and the existence of various channels for the
flight of cepital abroad, such as remitisnces of profits by foreign
companies to their headquarters abroad, the interest that had to be paid
on foreign loasns, excessive royalty payments, and other items of invisible
trade. He added that the only way to prevent such flight of capital

was to change the structure of the ownership of production and to

provide for State control of foreign trade.

254, Regarding the sources of external financing for entreprises, it

was noted that they served to offset only in part the deficit left by

the internal generstion of funds. The stock market had succeeded in
channelling only & smell volume of funds into industry. A number of
representatives stated that in their countries there was no organized
stock exchange, and others said that although a stock exchange did exist
in their countries, its activity was very limited. Only a small percentage
of industrial enterprises used that method of increasing their supply

of funds, The bulk of transactions was undertaken directly between
enterprises, or between individuals and enterprises, as a result of the
family pettern of industrial ownership (with ownership concentrated in
very few hands) and management control.

255, Mexicols experience in that field was interesting, 2lthough probably
unique in Latin America., That country'!s representative said that Mexican
industrisl enterprises effected considerable savings and had access to
other and abundant sources of funds through their operations on the free
stock market, Issues of industrial shares had at all times received the
firm backing of the Nacional Financiera and the Bank of Mexico., Moreover,
the shares put out by the Nacional Financiera, that paid a high rate of
interest and commanded 2 ready market, had been widely bought, not only
in Mexico itself, but in the last few years outside the country as well,
thereby enabling the Nacional Finenciera to make substantial volume of
personal savings available to enterprises,

/256, In
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256, In most of the Latin American countries, the possibilities of
personal savings were limited by the low level and unecqual distribution
of income, which restricted the scope of the stock market's activities
unless these were coricentrated on facilitating transfers of funds among
the enterprises themselves, :
257, 1In discussing the availability of bank credit, the participants
pointed out that although short-term credit was usually easy to obtain
~ sometimes subject to ceilings and nearly always at high rates of
interest — medium ard long-term credit was so difficult to secure that
many transactions had to be abandoned for want of funds.
2584 Although in the last few years, most of the countries of the region
had developed spegial forms of medium and long~-term credit for development
purposes, the funds thus applied and the systems used for providing them
were clearly irwdequate for the extensive and varied requirements of a
rapid industrial development process, In some countries, commercial
banks were nct empowered to grant medium and long-term credit, which in
certain cases, were given instead by private specialized bodies that
were nearly always associated with such banks but operated on the basis
of diffement rules that made the operations more expensive, Only a few
large enterprises, usually connected with the commercial banks, had access
to credit on satisfactory terms of maturity and interest, while most of
the medium and small-scale producers were compelled to operate under the
conditions described above or outside the banking system, in which case
the terms were even more costly,
259, The public bodies, either by controlling the volume and destination
of private credit, or by channelling part of their own funds as loans
for industry, had helped to some extent to solve the problem of the
shortage of medium and long-term resources,
260, Representatives of various countries gave an account of the credit
systems applied there, The representative of Argentina described the
important part that had been played for some time, by the Industrial Bank and
its subsequent weakening for want of funds, while the representatives of
Honduras and Paraguay expressed hopes that the agencies recently set up
there to provide the first medium and long-term loans for industry would
have a beneficial effect on the economy,

/261l. The
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261, The representative of Brazil described the measures adopted recently
by this country to reform the banking system so as to adapt it to present
needs, He referred in particular to the establishment of a group of funds
which permitted the financing of specific activities: thus, the Fund for
Financing the Purchase of Industrial Machines and Equipment (FINAME)
financed the purchase and sale of domestically produced machines and
equipment, on terms ranging from two to five years, operating through
finsncial agents, i.e., the commercial banks, privata\financing associations
and regional and State banks. The agents, in their turn, could resort
to the said Fund to refinance their activities. The Programme for Financing
the Small and Mediumw-scale Enterprise (FIPEME) of the Banco Nacional de
Desenvolvimento Economico operated in the more restricted field of small
and medium-scale industry, providing credit for the establishment of new
enterprises and the expansion of those new in existence. The Fund for
Financing the Study.of Projects and Programmes (FINEP) provided funds for
the preparstion of projects and programmes on such lines as to ensure that
the best possible use was made of the scarce resources available for
investment, The Fund for the Democratization of the Capital of Enterprises
(FUNDiCE) provided firms with working capital on condition that access
to registered capital was made availzbLle by issuing sheres on the stock
market, All the funds mentioned had b&en recently created and in evéry
case the interest rates were attractive to enterprises, since the currency
adjustment rate that was added to the bssic rate of 8 to 12 per cent tended
to be lower that the prevailing rate of inflation., It was proposed to
establish an additional fund to finsnce exports of manufactures.
262, Particular attention wes focused on the subject of credit for
financing the cepital goods industry. Several representatives pointed out
that the loans granted for the establishment of new industries were rarely
used to purchase capital goods in the country effecting the investment,
because foreign competition offered credit terms at reasonable rates of
interest, sometimes provided by agencies of their own Governments, whereas '
the capital'goods industry in certein Latin American countries - which in
some cases operated at the same levels of technicue and costs as those
ruling for imported goods - lacked the specialized systems for that type
of operation,

/263, The
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263+ The representative of Brazil explained that the recently created .
FINAME could be used only for new capital goods produced in the country.

264, Some countries of the region would be in a position to export

certain types of capital goods, but uhtil recently lacked the appropriate
machinery for financing such operations, In that respect, the representative
of the Inter-American Development Bank (IDB) recalled that his Bank had

put a special programme into operation for refinancing exports of

capital goods, which was being made use of by some countries,

265, The delegation of France drew attention to the importance of
complementing export credits with credit insurance, as a means of increasing
the.efficiency of instruments of that type,

266, The secretariat pointed out that it would be desirable for Latin
American countries manufacturing capital goods to report on their production
prospects, so that international agencies could earmark part of their
credits for the purchase of the goods in question.

267, Another subject which was discussed with keen interest was that

of the industrial credit policies applied by international financing
institutions and agencies in developed countries, The delegations of
France and of the United States destribed the credit instruments used

by those countries for the benefit of Latin America, The representative

of IDB stated that the external resources available were not being fully
utilized, partly because of the shortage of properly-studied projects.

That was why IDB had advocated the establishment of national pre~investment
funds to finance programme and project-preparation studies,

268, The representative of IDB also alluded to some of the recommendations
formulated at the United Nations Conference on Trade and Development
(Geneva, 1964) in relation to the financial assistance extended by the
industrialized teo the developing countries. He referred particularly

to the one advocating that such co-operation should as far as possible
‘permit the free use of external resources for the purchase of goods

and services in those markets which offered the best terms in respect of
prices, guality and delivery periods, including the markets of the recipient

/and other
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and other developing countries. He also recalled the recommendation

that at the request of the recipient country the role of national development
institutions should be taken into account in the channelling of funds
obtained from extérnal sources, and reminded the meeting that it was

not being Complied with, The Conference had earnestly requested that

a proportion of the financial assistance cranted should be extended to
developing countries, when feasible and appropriate, ﬁhrough such regional
agencies as the Inter-American Development Bank and the African Development
Bank, or in association with them,

269, Several delegations emphasized the desirability of increasing the
share of goods and services produced by Latin American countries in the
purchases effected with external loans, whether the latter came from
international institutions or from agencies in developed countries,

270. .Particular stress was laid on the drawbacks attaching to tied

loans, The delegation of Chile said that such stipulations deprived
domestic production in the developing countries of the powerful incentive
that might be represented by purchases of goods and services in the
recipient country,

271. The delegation of Argentina said that a reasonable condition might
be to accord the Latin American countries a level of protection amounting
to 15 to 20 per cent in the international competition to which purchases
financed with external resources were normally subject,

272, The delegation of the United States declared that measures ought

to be established to place domestically-produced goods on a more competitive
footing, but reserved judgement as to the possibility of altering the
terms on which external credits were granted,

273. There was a consensus of opinion to the effect that in cases where
Latin American countries were in a position to offer goods and services

on competitive terms, they should be given priority in respect of
purchases made with external credits, and that the possibility of granting
priority in other instances should be studied.

/Exports of
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Exports of manufactures to
the rest of the world

274, "'hen the symposiu: turned to this iter, the secretariat swmarized
the reasons for Latin America's spzcisl interest in exporting menufactured
goods. They included (a) the requirements of economic development, where
manufactured exports would have a vital role to play in compensating for
the slow growth, both relative and absolute, of exports of primary
commodities; (b) the opportunity that existed of increasing industrial
development through the expansion of certain production lines for which
domestic markets did not provide adequate outlets; and (c) the possibility
of obtaining hard currency revenue, which would be a means of
strengthening national currency. Obviously exports of manufactures
would earn more revenue than exports of raw materials,

275, In that connexion ICLA was preparing, in a progremme underteken
jointly with the United Nations Conference on Trade and Development
(UNCTAD), five studies on Argentina, Brazil, Chile, Colombia and
Venezuela, analysing the various possibilities of exporting manufactures,
The studies in cuestion were divided into four sections, The first
analysed, on the basis of an appropriate classification, exports of
manufactures over the past five years, describing trends, outstanding
products, and the destination of the exports; where possible factors

that had stimulated exports were indicated, The second section examined
the institutional factors that had affected the exports of manufactures,
in other words, measures relating to exchange rates, taxes, administration
and credit, or promotion in generel, which represented the instruments
through which the Govermments were carrying out their programme to
stimulate exports, In itself the account implied éuggestions as to the
improvements that should be introduced in order to provide a more
powerful stimulus to exports. The third part of the studies gave the
results of certain surveys carried out in each country covering a
varying number of selected products, the aim being to determine what
exportable surpluses would be available if there were intensive use of
plants; competitive prices on the world merket (on the basis either of

actual costs, or of the marginal cost thet would result from the preposed

/intensive use
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intensive use of the fectors of procuction); nossible problems relating
to raw materials; the quelity and characteristics of products, and

other points, That analysis had led in most cases to estimetes of very
large exportecble surpluses, which must of course be rezarded as highly |
theoretical, since it was most unlikely, in view of existing conditions,
that maximum machinery utilization could be achieved, except throuzh a
general structursl transformetion of the econoryy. The fourth section of
the reports dealt with both the real facts and the possibilities opened
up by the survey, a«nd projections of potential exports were given, in terms
of value, for the short and medium term (1-2 yezrs and 5-6 yeers,
respectively), The possibility of attaining the levels of those projections
was contingent on the fulfilment of certain recuirements indicated in

the relevant passecge of the text., In some cases the problems dealt with
were considered susceptible of fezirly reapid solution, while in others

the remedy would take lonser. Hence the potential increases in exports were
not on the same scale for 21l the menufacturing sectors, The factors that
limited or stimulated the exports considered fell into two main groups:.
the first related to the operating conditions in each industry, such as, .
inter alia, costs and availability of rew materials, improvement of
production processes to reduce processing costs, the establishment of
cualitative controls of procduction either by the enterprise or by the
Govermment, special forms of financing, and so forth; the second covered
institutional factors that also celled for remedial action, especially

as regerds the instruments regulating rates of exchange.

276, However, the important part played by domestic demand in determining
the actual level of exports must not be overlooked, In Argentina and
Brazil, the two countries for which a first draft of the study had been
completed, exports of manufactures had followed a sharply increasing

trend during the past two years, which corresponded with recessions in

the domestic markets,

277. There were grounds for fearing that, when domestic demend recovered,:
exports might sink to earlier levels, but it was also possible that the

export flows that had been esteblished in the meantime might persist, at

/least for
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least for some products, But it wes clear that circumstances in both
countries favoured general action, both at the institutionzl and
enterprise level, in the form of basic measures of economic policy to
consolidate and increase exports of mamfactures,
278, Another part of the joint UNCTAD/ECLA project consisted of exploring
the prospects for exports of manufactures from Latin America through
international concerns, i.e,, firms which had their head offices in the
industrialized countries and subsidicries (or associates) in the Latin
American countries, and orerated on the world market through their own
distributing orzanization,
279. Among the measures recuired to stimulate exports, such as thet of
increasing competition in the nanufacturing industry by means of the
large-scale integration of the intra-rezional markets, several
representatives reported on how the prospects of increasing exports had
been included in their suidelines for practical action.
280. among the most illustrative experiences was that of llexico, where
administrative reforms such as the following were carried out: the
reorganization of customs services and the simplification of the pertinent
formalities and documents; the establishment of compensatory arrangements
in respect of trade operations,consisting in the co-ordination of imports
and the external sale of surpluses of various goods; and the appointment
of new commercial counsellors in its embassies in other countries. The
fiscal measures included the adoption of the Brussels Tariff Nomenclature
(BTN) as the basis for the Merican foreign trade tariff; the abolition
of export taxes on most manufactures; reductions in taxes on business
income deriving from sales to other countries; import duty exemptions in
respect of raw materials, meterials or parts used in the manufacture of
export items; and reductions in income tex in so far as it corresponded
to profits resulting from the enterprises! increase in exports, Changes
had also been effected in many of the customs restriction systems, with
a view to facilitating immorts of nroducts used in the mamufecture of
export items ~ packinz, raw materials, etc, -, regulations being
established concerning their volume and westoze, All those exemptions
were authorized only when the item exported conteined a high proportion
of national value added,

/281, The
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281, The financial measures put into practice in Mexico included the
action of the National Foreign Trade Bank, with a system of financing
comparable to that existing in the more advanced countries, if not in
regard to volume, at least in that it provided funds at rates of
interest and on terms that could compete on the world market and the
Fund for the Promotion of Exports of Manufactures administered jointly
with the Bank of Mexico. The rediscount operations so far undertaken
by the fund Lad already reached a figure of some 30 million dollars

and included the refinancing of a considerable renge of credits, extending
from the very short term to periods of up to five years, The Fund's
resources were obtained by the levying of a 10 per cent tax on imports
of goods imported under general teriff headings and an incresse of

10 per cent ad valorem on imports of lwxury goods.

282, The Mexican Govermment had decided to carry out a survey to
ascertain why the concessions expressly granted to Mexico in ALALC were
not being used., The findings of the survey indicated that the main
reason were the lack of competitive prices and of specific promotion,
followed by transport problems, low standerds of quality, failure to
meet delivery deadlines, barriers set up by importing countries and
the want of exportable surpluses, In the light of those findings, it
was decmed desirable, first, to grant a mumber of supplementary
facilities to remedy some of the drawbacks that had been enumerated,
and secondly, to adopt corrective trade and industrial policies
designed to increase the efficiency and productivity of partiecular
branches of industry. It had therefore been decided to set up trade
missions composed of representatives from the public and private sectors
with a mandate to develop trade and study the economies of the countries
they visited in all relevant aspects. It had also been agreed to form
a national centre for information on foreign trade, which would

compile national and external data on the different aspects and
problems of export trade, and furnish industrialists not only

with information on the products that could readily find a

market but also with advice on the best way in which to conduct

their trade transactions. In addition, provision had been made for

/allowing exporters



E/CN.12/755
Page 97 :

allowing exporters to send their goods by rail at particularly low
rates, and measures had been taken to improve the standard and
operation of port facilities, In that respecf, a National Maritime
Freight Commission had been set up to study and recommend means of
reducing transport costs between Mexico and the countries to which

it exportedits goods.,

283, With the aim of improving the financial sector, the Bank of
Mexico had authorized commercial banks and financing agencies to make
use of compulsory deposits held in the Central Bank to finance the
production and stocking of goods for export, In addition, a programme
of credit guarantees for export had been put into effect to cover
payments made by importers in currencies that could not be converted
or transferred, failure to settle accounts owing to the requisition,
expropriation or confiscation of the debtor!s goods or to

Goverrnment decree preventing the imnorter from meeting his commitments,
or again, failure to meet & commitment when the debtor is a public
body.

284, Amonz the political decisions taken by the Mexican Govermment,
special attention was drawm to the orders by the President for

studies to be undertaken with a view to the complete remodelling of

a number of industries that were thouzht to have potential comparative
advantages in the internationsl field, In compliance with those
instructions, several projects had already been prepared, covering,
arong other sectors,>the steel and textile industries, A recommendation
made in virtually all the studies concerned the need for gradually
reducing tariffs and abolishing import permits for the products of
each industry in order to equip it to coupete abroad, The transformation
of the respective industries would be undertaken with the help of .
the State, whose financial backing provided a guarantee of success,
285, Another example of develomment policy for exports of manufactures
was given by the representative of Brazil, Despite the substantial

increments recorded in the last few years in that country, exports of

/manufactures were
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manufactures were still at a low level, That mizht be ascribed to lack
of tradition combined with a number of other factors such as the

massive economic expansion which had increased domestic demand and
absorbed all the output; limited experience, mainly in subsidiaries

of foreign concerns; the exchanze situation which was a frequent source of
discouragement to potential exporters; and, lastly inflation which

had made it difficult for Brazil to gain a footing on the external market
where stable qualities and prices were recuired.

286, The official incentives recently given in Brazil aimed at

setting permanent standards and thus increasing the capacity to export.
The new measures covered a numver of aspects, On the exchange side
exporters were authorized to use 50 per cent of the foreign exchange earned
by exports to pay for their imports of equipment and raw materials

and to settle the debts they had contracted abroad; in the case of
drawback operations, they were exempted from the obligation to provide
exchange coverage;speciel exchange cuotas were conceded prier td the
export of manufactured goods when raw materials, parts or pieces

had to be imported that were classified in the general category,
protected by the drawback system or justified by special circumstences;
and authorization was given to export manufactured goods on consignment
287, tiith respect to tex exemptions, nention was mede of the refund

of import and consumption taxes on imports effected under the

drawback system; exemption from the stamp tax on exchange eperations

for exports of menufactures; exemption from the consumption tex for
exported goods; authorization during the fiscal years 1966, 1967 and
1968 to deduct the revenue deriving {rom exports of manufactured goods
from profits subject to income tax; and exemption from scles and
consignment taxes on exported industrial products, The last-named
provision was enforced in the States of Sao Paulo, Minas Gerais,

Rio Grande do Sul, Pernambuco and Guanabara,

/288, With
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288, With respect to financing, the Foreign Trade Department of the
Bank of Brazil granted credit for exports of manufactures of up to

80 per cent of their value, on the basis of payment at up to 360 days,
it being possible to amortize 75 per cent of the balance in their
financing at a later date. The Fund for the Democratization of the
Capital of Enterprises (FUNDECE) also operated in that field, and there
were provisions for financing the working capital needed for the
manufacture of export items,

289. As to investment, the existing legislation provided incentives to
investment in specific sectors, through executive groups directed by
the Ministry of Industry and Trade. The Investment Committee of the
Ministry of Finance included exports of manufactures among the sectors
carrying most weight in economic development for purposes of the
re-investment of extraordinary profits.

250, Other steps taken by Brazil had been to establish export credit
insurance, to centralize the register of exporters in CACEX, and to
simplify the recquirements concerning the marking of export products.
291, In addition, a provision had been introduced — so recently that
its results could not yet be evaluated - in accordance with which in
the purchases of crude petroleum and petroleum products effected by
Petrobris, at competitive prices, preference would be given to contracts
which indicated that manufactured products had been exported for a
value equal to 20 per cent of the imports concerned.

292, The representative of Cuba said that the structure of the world
capitalist system placed the under-developed countries at a disadvantage
in world trade and created the most serious obstacles to their exports
of manufactures, In addition, there were the obstacles to regional
integration, the prospects of which were doubtful.

293, The representative of Colombia expressed his Govermment's earnest
desire to undertake a co—ordinated plan for the encouragement and
diversification of exports. The main measures to give new impetus to

/the export
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the export sector included what were known as the "ley primera" contracts,
under which there was an arrangement between the exporter and the
Government, by virtue of which the State authorized the exporter to
import raw materials, parts or components entirely free of duty. The
same system was also applied to machinery and ecuipment, The system had’
worked well for raw materials and intermediate products, but not for
machinery since the restriction imposed by the legislation, providing
that the machinery must produce only for export, had led to a marked
under-utilization of machinery, and consequently to a strong resistance
to the system by the entrepreneurial sector. To remedy that difficulty
exporters had recently been empowered to dispose of their foreign
exchange earnings by paying amortization instalments, interests and
installation costs on those machines to be used for new export lines,
increasing inventories or even for maintainning existing levels of
exports. With respect to credit, interest and discount rates below the
normal commercialvrates had been established for exports, and loans had
been arranged to finance working capital for industries producing for
export., "

294. The representative of Costa Rica stated that the Central American
Governments had agreed to establish a committee for the promotion of
exports, that would co-ordinate all activity in that field. In

Costa Rica the relevant studies had been completed, and a committee

was being established, consisting of representatives of the Government
and of the private sectdr, with the basic aim of promoting exports.
From the financisl standpoint, the Central Bank was applying regulations
to facilitate industrial exports through the financing of sales abroad,
especially of consumer goods. That prograume had proved most valuable,
since it contributed to a better use of the working capitel of the
entrepreneurs, which in Costa Rica was the most difficult problem
facing the industrial sector. He regretted that there was as yet no
flexible machinery for encouraging exports of the capital goods that
were being produced in Costa Rica.

/2950 The
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295. The representative of Peraguay referred to the slow growth of

his country'!s export sector, The free exchange policy instituted in
1957, the resulting relative monetary stabilization, the reduction in
custons duties on many primery commodities, the facilities granted for
the installation of export industries, the treatment accorded to the
incorporation of capital and the infrastructurel works expediting the
internal transpert of products were 21l excellent measures for the
promotion of exports, Nevertiheless, the small size of the domestic
market and the existing low income levels necessitated a steady increase
in the volume of external trade, Exports should constitute the basic
dynamic impetus to the growth of the productive system in the sector

in which they originated, The growth of the external sector should be
based on the creation of a technologically advanced structure of
industry; on the State's active participation in zuiding the economic
development process; and on the creation of conditions that permitted
the dynamic force of foreign trade to spread to the rest of the economy,
progressively strengthening the domestic market,

296, The representative of the Inter-American Development Bank (IDB).
described the regional system for financing exports of capital goods,
esteblished in 1964, Since it was the first experience of a regional
nature in the world, it should be regarded as a pilot programme, which
at present was limited in scope and would be subject to changes as it
was gradually adapted to trade patterns in the Latin American countries,
It was currently confined to the financing of capital joods and, from

a geographical standpoint, covered only intra-regional trade.

297. The aims of the programme were to place the Latin American exporter
in a position to offer the same terms of paymeﬁt as his competitors
through the expeditious marshalling of external resources so that
financing was effected with a minimum of the Bank's own funds. The
existing chaos in regard to amortization time limits, down payments

and interest rates hampered the efficient operation of the machinery

for mobilizing the system's external resources, The possibilities of

/selling to
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selling to commercial banks in the most inmnortant areas (United Stcotes
and Western Zuronean countries) the credit instruments generated by
exports - or a share in them =~ were confined to the medium term,
Credit for eight years or over compelled IDZ2 to immobilize its own
resources, thus rendering them unavailable for development financing.
298, another factor that tended to limit the efficiency of the system
of export financing established by the Inter-American Development Bank
was the lack of credit insurance schemes to cover both political risks
(mainly convertibility and transferability of payments) and commercial
risks, Vhile some progzress had been made in solving the former, by
certain State bodies in exporting countries, the cost of insuring
comnercial risks was still very high, and the possibility of trying to
establish a regional scheme should be considered.

299, The Inter-iAmerican Development Bank had allocated 30 million
dollars of its ordinary capital to the export financing system, To
date it had provided five credit arrangements for a total of 12 million
dollars (3 million each to Mexico, Brazil and Argentine, 2 million to
Chile and 1 million to Peru). As might have been erpected, initial
difficulties had delayed the entry into operation of the system, but
those difficulties had gradually been overcome.

300, Lastly, the secretariat gave a summary of the resolutions adopted
by the Manufactures Committee of UNCTAD at its last session. The
drafts submitted for its approval included a proposal to establish

ad hoc working groups for industrial sectors, consisting of representative
of both the developed and developing countries, with the aim of
determining the future trends of the trade in manufactures and the
possibilities that could be created, by appropriate measures, of
developing exports of those products of the developing countries whose
competitive advantage and market possibilities justified their being
2iven priority, At the same meeting it had been arreed that the first.

group formed would relate to forest products, including pulp and paper.

/The small
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The small enterprise in lLatin American development

301. The representatives of the various countries agreed in attributing
a dynamic¢ role to small industry in the‘indusiriaiization process of the
developed countries, and noted that because of the way its characteristics
had evolved it had been able to adapt itself to a consolidated industrial
system, in which it occupied an important place.

302. It was recognized, however, that the economic and social framework
within which small industry‘had developed in latin America differed from
that in the developed countries, by reason of the shortage of capital
resources and the fact that its starting point had been an artisan

sector mainly concerned with the production of simple products requiring
rudimentary manufacture, to meet the needs of regions far from the main
centres of consumption and of inhabitants with low income levels.

303. At the existing stage of industrialization in the Latin American
countries the small enterprise had concentrated its activities on what
were known as the traditional industries, where it operated side by side
with large-scale industry, and in direct competition with it, However,
in some cases the small enterprise carried out highly specialized work,
or production on such a small scale that it was of no interest to
medium-size or large enterprises,

30L, The participants agreed that a future industrialization policy must
reckon with the important role that small industry might have to play
from the social standpoint by facilitating the participation in the
productive process of a substantial proportion of the labour forcs,
particularly in those activities in whichbsatisfactory levels of efficiency
could be attained on the basis of rather modest capital investment. Some
types of manufacturing activity would meet those conditions, such as the
food industries, certain types of textile manufacturing, the production
of clothing, furniture, etc.

305« Furthermore, it was pointed out that, with a modern approach to
industrialization, it might be recessary, in countries where development
was at an intermediate stage, to encourage small industry to extend its
activities by supplementing the production of large-scale industry through

/sub~contracted work.
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sub-contracted work. On the basis of a greater degree of specialization

in the production of certain items, small industry might come to play an
important part in the industrial process. It had already begun to do so
in the Latin American countries that were more highly industrialized.

306, The concern of the Governments for small industry had taken the form
of piecemeal action usually reflecting a traditional and haphazard
approach to the problem. In some countries action had been taken in terms
of credit through the medium of financial agencies, while in others crash
training courses at various levels had been giVen,'the formation of
co~-operatives had been encouraged, and, in general, help albeit on a

small scale, had been ziven in the form of services and advisory activities.
In that connexion, the representative of Argentina stated that, in order
to decentralize the manufacturing sector in his country more completely,
the Industrial Bank had opened a credit line through a system of loans for
the installation, expansion and improvement of small industry located in
the hinterland., The representative of Brazil described the system that
was being applied by the National Economic Development Bank which, in 1965,
had set up the Executive Group of the Financing Programme for Small and
Medium Scale Industry (FIDEME) to grant loans for the purchase of domestic
or imported capital goods, Moreover, in the State of S3o Paulo, an
agreement had been concluded between the Federation of Industries of the
State, the University of £30 Paulo and the Delft Research Institute for
Management Science (Netherlands) whereby an agency was to be set up to aid
small industry.

307, In Peru, the policy governing small-scale industry was closely
linked to the conditions prevailing in the losal countryside and formed an
integral part of the development plans for the whole country. Since 1961
most work has been done in that respect by the Development and Social and
Economic Promotion Corporation of Funo, and was designed to strengthen

the artisan and small-scale industry, in particular the family—type and
rural activities. Cther departmental development corporations ~ inciuding;
the Rehabilitation and Development Board of Arequipa, Tacna and Mpduegua -
also provided for special treatment for small-scale industry.

/308, The
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308, The representative of Chile drew attention to the importance of the
small enterprise}and the strategié_role that sector could play in
industrial deveIOpmenﬁ. It could help to bring about a favourable change
in the structure of employment, eliminate certain forms of disguised
unemployment and impfbve’the régional structure of development within the
country. To deveibp the small enterprise on more effective lines it was '
necessary to select ﬁhe types of iﬁdustries and their forms of activity.
There would be three main lines of activities in small-scale industry:
those involving work on the basis of sub-contracting; the manufacture of
items requiring small production series; and the production of items
special types and design, At the same time, it would be essential to
improve the system of marketing the products manufactured by small~scale
industry and to establish financing machinery that would enable the sector
to make use of external credit. Action to encourage small-scale industry
in Chile was undertaken by the Technical Co-operation Service, a
subsidiary of the Production Development Corporation (CORFO), which had
develOped several programmes for providing assistance to artisan and
small-scale industry., Its action covers four main fields: technical
assistance and technology; financial assistance, through medium and long-
term credit lines; studies and projects; and information and co-operation
servicses,

309. The representative of the Netherlands pointed out that it was
important for industrialization in general and small industry in particular
to improve distribution and marketing facilities, In his country,
commercial firms often became producers of the same goods that they had
begun by purchasing, Marketing accounted for a large proportion of a
product's cost for the consumer, and the volume of capital tied up in the
form of zoods could be substantial, Furthermore a poor marketing system
might give rise to monopolistic practices, In view of the importance of
the subject, the delegation of the Netherlands considered that it was
desirable for it to be discussed at the International Symposium on

Industrial Development.
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310. Since 1963 the Venezuelan Development Corporation had been carrying
out a plan for the loan of fixed assets with the option of purchase, In
that way, entrepreneurs were given an opportunity to build and fully equip
small plants, with the sole proviso that they contribute the necessary
working capital for the early stages of production., A programme for the
creation of industrialized areas was also being implemented.

31l. The delegation of Mexico described the operation of the Guaranty and
Development Fund for Small and Medium Industry (Fondo de Garantia y Fomento
a la Industria Mediana y Pequefia), managed as a trust fund by Nacional
Financiera S.A., and established to meet the credit requirements of small
and medium~-scale entrepreneurs, through the operations of private credit
institutions. The capital of the Fund was constituted by Federal
Goverrmment contributions, profits accruing to the Fund itself, and a
recent loan from the Inter-American Development Bank (IDB). The types

of credit granted were known as "refraccionarios" and "de habilitacién

o avio", the former being intended for the purchase and installation

of machinery and equipment, and the latter to finance purchases of raw
materials and other inputs, while there was also a third type of credit
which combined both those categories. The Fund was authorized to
underwrite and purchase securities issued by small and medium~sized
enterprises., The processing and manufacturing activities that had
benefited most by the credit operations in gquestion were the food,
textile, footwear, metal-transforming and chemical industries. Credit
amortization periods ranged from one to five years, thus allowing

short— and medium-term requirements to be covered., One feature of their
allocation that deserved special mention was the preferential treatment
granted to enterprises established outside the existing major industrial
areas, as a means of promoting the decentralization of industry.

312, The delegations of Guatemala and Honduras stressed the importance
for their own countries of the adoption of adequate finanecing schemes
aimed at alleviating the grave problems confronting small-scale industry,
and agreed that technical and financial assistance from international
agencies was needed. The representative of ILO said that technical
assistance should be closely linked to the eredit facilities granted.

/313, Since
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313, Since the definition of small~scale industry was not exactly the
same in all countries, the programmes covered different fields of action,
according to the approach adopted in the country concerned, In some
instances emphasis had been placed on the development of artisan industry
and small factories; in others, the former was excluded, and the
definition was broadened to take in medium-scale industry. Some
Governments had directed their efforts towards the development of local
arts and crafts to supplement tourist trade plans, That branch of
activity was extensively developed in Ecuador, Mexico and Peru, where
exhibitions were organized, folk-art museums of considerable appeal to
tourists existed in the various provinces, and samples of national
craftsmanship had been sent abroad with a view to expanding the market
for such articles, which was currently formed mainly by tourists,

314. It was pointed out that little or no statistical data on small
industry could be gleamed from the industrial censuses taken in the

Latin American countries, since their coverage did not extend to most
traditional cottage industries, which could not be classified as
manufacturing activities. 1In that connexion, stress was laid on the
necessity of encouraging technical agencies and statistical offices in
the Latin American countries to take action whereby the situation could
be radically improved. A quantitative assessment of ‘the importance of °
small industry would make it easier to establish principles of industrial
development policy for that stratum,

315. The delegation of Brazil said that for the most part the studies
carried out on small enterprises in developing countries had been confined
to the entrepreneurial aspects of the problem., Although some satisfactory
results had been achieved, they were not yet sufficient, and the time had
come for the Latin American countries to begin seeking sounder bases on
which the small enterprise could be assigned its rightful place in over-all
development planning efforts. ECLA might undertake over-all and sectoral
studies by means cf which criteria could be established for selecting the
small industries that ought to be encouraged in developing countries,

The views thus expressed by the delegation of Brazil were endorsed by the

delegation of Paraguay.
/316, Llastly,
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316, Lastly, it was reported that a Seminar on Small Industry was
scheduled to be held at Quito in the second half of the current year,
under the sponsorship of ECLA and the Bureau of Technical Assistance
Operations (BTAO), at which an attempt would be made to review at the
regional level, for the first time in Latin America, the present situation
of small industry in the various countries, At the same time, it would
afford an opportunity for comparing notes on their experiences whereby
the participating countries would be assisted in the task of formulating
a policy for that sector of industry, which might eventually acquire a
significant regional content,

317. The discussion of the role of the small enterprise in the development
of Latin America would comprise such important questions as the part that
should be played by that sector in generating employment opportunities
within the industrial development process; the types and branches of
small~scale industry that should be encouraged in view of their
technological and economic characteristics; the most appropriate technical
assistance objectives and instruments; the possibilities of adapting
special technologies to the characteristics of the sector, within the
limits set by modern technique; the improvement of basic statistics; and
the research that should be conducted in the field in question.,

318, Some delegations put forward suggestions in connexion with the
provisional agenda for the Quito Seminar, of which note was taken by the

secretariat,

/D. PROBLEMS
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D, FPROBLENS RZLATING TO THE TRal:SFER OF TECHNICAL KNOW-HOW, APPLIED
TECHNCLOGICAL FISEARCH .IID TuCHNICAL :SSISTAICE 25/

Ihe transfer of technical know=how from abroad and the adaptation of

—— -

- .

319. The varticipants considered that the prospects of expansion for the
various industrial sectors in Latin Auerica involved not only high
investnent recuireients, but also the difficult task of absorbing new
technigues, It was pointed out that the introduction of new technicues
and the generel nesd for techimnological improvezent would affect not only
the new industries, but also many of the traditional industries, in order
to achieve a better use of the capitcl invested in them and encourage the
modernization and raticnalization that were essential for low costs and the
consequent stimulus to conswaption. That would give rise to difficult
nroolens of :eny different types, which included the transfer of technical
know-how fron abroad, either as an cccompaniuent to foreign investuent

or throuzsh licensing agreenents,

320, Consideration vas ~iven to two aspects of the transfer of technical
know-how from abroad: (a) levels of trensuission, and (b) methods of
trans..ission,

321, With respect to the fomer, it was stated that in relation to all
stages of the develomment of an industrieal project - from the feasibility
study to the actual operation of the plant, including the intermediate
stages of the preparation snd evaluation of the investment project -~ there
were technical and economic aspects whose technolorical levels should be
analysed carefully in order to verait a diecnosis of the levels of
trcnsidiesion retuired only at certain steces, since in sone countries
several of theni could be covered satisfactorily by the local technical
persomel.,

322, The netheds ol trensiission could be ”closed~circuit”, open or
intermecdiate, according to the degree of dissendination as a result of the

traasfer of technical know—how in the industrial wilieu of the country

25/ See annex III for the list of documents on which the discussions
were based,

/that received
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that received it, There had been wmeny cases where know-how had been
transferred on a “"closed-circuit'basis, i,e., from one enterprise to
another. Yhen it was transnitted from a foreign perent company to a local
branch, the benefits were confined to the enterprise which received it,
anc that hampered the process of disseminating the know-how taroughout
the local industrial milieu and the raising of the general technological
level, The closed~circuit nethod of trensrission contributed, among
other factors, to the iraintenance of a structure of industry reflecting
sharp technical diseguilibria, a phenouenon known &s "technological
dualism",

323. It was agreed that altiough the limited e¢irculation of technological
knowledge was understandable and unavoidable in the case of brands and
patents of coumercial value, the sane situation often arose in other cases
where such a comumtercial factor did not enter into the nicture,

324. The foregoing problen raised the question of how far, in Latin
America's circumstances, it would be appropriate to leave the door wide
open for the transfer of lnow~how from abroad through licensing agree.aents,
thus channellins it through individual enterwvrises, vhen in many cases it
could be imported on a collective basis (either for industry as a whole

or for snecific lines of industrial nroduction) through national
technolorical or technical assistance institutes, which would ensure that
the techniques brousht in from abroad were disseminated tiiroughout the
industrial sector, Such an approach uight acquire great importance in
those ceses where payments in foreign currency in respect of licensing
agreenents misht aggravete the shortase of available resources, and
constitute, up to a point, a contribution by the developing countries

to the financing of technological research abroad.

325, It was also pointed out that industry very often tended to regard
licensing agreerents as a wecns of inproving its low technical and
orgenizationcl level in general, not merely in respect of sirictly
specialized production techniques, In that event, the domestic enterprise
concerned mizht prove unable to assimilate and make proper use of the

specielized know~how received fron abrosd, wvith the result that difficulties

/frequently arose
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frequently erose between the fin- exporting the know~how and the
enternrise receiving it, quite apart from the expenditure in foreign
currency entailed by such arrajgezents,

326, In connexion with nethods of tronsfer envisaped frou the standpoint
of securing wider dissemination of know-how, attention was devoted to the
probler. of deciding how it should be channelled, or, in other words, seeing
what advantages could be obtained if such lmow-how were assimilated on a
collective basis by branches of industry, so that duplication of effort
could be avoided and a hizher level of economicity could be reached in a
setting of industrial co-operation. It was suggested that the prospects
thus opened up shouvld be studied, together with methods of orgenizing

and institutionalizing the activities involved, The delegations of
Brazil and liexico proposed that more satisfectory formulaes should be
souriit whereby technical know-how could be obtecined on less onerous terms,
In the case of France, as the delegation of tliat country stated, the
public administration controlled licensing agree:ients between French
cortpanies and foreign firms, ond was empowered to repudiate them or to
require that the remuneration stipulated should be reduced.

327. Another gquestion discussed (not only in connexion with licensing
apreeients, but 2s a ilore zeneral problem) was that of adapting techniques
and ecuipuent obtained from abroad to the particular conditions prevailing
in the cowntry where tie investicent was effected, fran the standpoint of
relative costs of capitel and labour, nlant siges and instelled capacity,
and adjustilent of ths gquality and characteristics of the product concerned
to the requirements of local uarkets. In all those respects, innumerable
unheppy experiences had been witnessed throughout Latin America, from which
a lesson should be learned as to the lines along which the region's future
industrial developiient should be guided. The delegation of Trinidad and
Tobago pointed out that the modern tecimiques devised by the nore developed
countries were capital-intensive and avsorbed little manpower, and that
those characteristics were not consonant 1ith one of the objectives of

incustrial growth - to increase the volume of employaent, The

/above-nentioned delegation
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above-mentioned delegation expressed the vish that recommendetions

should be formulated for the intensification of studies bearing on the
adaptation of imported technologies to Latin American conditions,.

328, For the selection of techniques and machinery and their adaptation

to industrial conditions in Latin Anerica, the first prerequisite was to
have full and detailed information on the technologies available and the
second to possess the technical and economic knowledge to evaluate those
technologzies and to teke decisions,

329. The representative of Peru stressed the importance of collecting

and compiling the technolozical data available within and outside the
region, Likewise the representative of France pointed out that it was
necescary to have access to up-to-date informstion and technical literature
to be able to assess the current state of technology. France had
esteblished five docwientetion centres Ifor that purpose, two of which

were in Lotin America (Caracas and Sao Paulo),

330, It was explained that the tecimical and economic ability to take
decisions was particularly iwportant in the discontinuous-process industries
(metal~transforming, textiles, etc,) since there was scldon any serious
difficulty in obtaining equipment that was suitable for different degrees
of automation and cepitel intensity, and the main problen was the correct
choice, in order to take advantage oi the flexibility of the machinery and
the possibility of adapting it to the techuniceal and economic conditions

of the incdustry., In view of the flexibilitr of the discontinuous processes,
consideration should be given to the opportunities avsilanhle in sone

areas of using what had been tenied the intermediate technolories. In

the continuous-~process incustries, on the other hand, the designs available
and the operational cheracteristics sometiiies prevenied adaptations to Letin
huerican conditions, However, the rapid technological vrogress in the
comntries that procuced such irchinery had the efiect that certailn processes
becane out-of—date very ranidly, which iieant that possibly new wachinery
misht appear on the umaricet that would mcke it economically possible to use
equipnent involvin: small sccles of production. It was agreed that to
ensure a more ropid absorption of technical know-how from abroad it would

be necessary to increase the sizills of the loecal labour force, which

/could be
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could De done not only within industry, but also at ‘educational centres,
The representative of Brazil stressed the need to produce hishly trained
staff tarough postsraduate courses, and referred in varticuler to the
catalytic processes and chenical reactors in the chemicel ensineering
field, which were of :.2jor importance in the development of the
petrocheiical incdustry,

331, It was zgreed that the better conditions created by improved technicel
treining weould help to ensure an expansion of techniezl lmow-how in the
Latin American countries, In that connexion the experience of Brazil was
encouraging, with respect to improvements in the production of iechine
tools, and of certain =2llow steels, and in the nenufacture of antibiotics,
while in iextico the HyL vrocess of direct reduction in steel~melting was

a notable achievearant,

Technologicel research of industrial application

332, lHost of the industrial progress of the developed countries was knowun
to be the resuvlt of technolocical research, Such research activities
tended, on the contrary, to be scarce in the countries vhere they were most
needed to improve the exploitetion of natural resources, adapt the machinery
and technolozy of the industrialized countries to local conditions, raise
nroduct quality and lower w»roduction costs. It was difficult to measure

the direct relation between tiie results of research and its cost, since in
estimating the latter allowance should be zizde for the moner spent on
unsuccessiul projects on which little inforimation could be obtalned. But
if the indirect benefits accruing to soclety were talen into account,
research apparently represented an invest..cnt that yielded high retums,
Brocdly speaking, it misht be steted that no research institute in the
developning countries could cover its costs with the result of its work, and
that all of then needed large subsidies that shiould be provided almost
entirely by the Covernient concerned., Consequently it was necessary to
arouse the enthusiasm of the Govern:ents, international institutions,
universities and industry itself if technological research was to be

promoted,

/333. In
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333, In view of the broad field covered by industry, even in the small
countries with little industrial development, it was essential that there
should be at least one institute end laboretories dediceated to the service
of industry in general and capable of being useful to @ wide renge of
productive activities. Once the country had made sufficient progress in
a number of industrial sectors with a substantial body of technologicel
problems, it would be justifisble to set up sectoral technological
research institutes. The main functions of such institutes would be:

{a) the systematic survey of natural resources and their development;

(b) the adaptetion of domestic raw materials for non~conventional uses;
(c) the technical development of production processes; (d) the applicstion
of new processes on an industrisl scale after the stage of experiment

in pilot plents had been concluded; (e) the selection or design of the
machinery to be used in industry; (£} economic fessibility studies for
industries; (g) the provision of general services to industry, such as
analyses, quality and standard control and informetion on possible
solutions to problems that arose and on the progress being made in other
countries; (h) the provision of technicsl assistence to industry through
visits to plants; (i) the treining of scientific and technical staff for
industrial laboratories, etc, |

334 As regards organization, the institutes could be () an integral .
part of a university, (b) semi-autonomous bodies linked to a university,
(c) state bodies, or (d) private institutions, belonging either to a
non-profit body working under contract, or a sectoral industrial association,
A1l those systems had their advantages and disadvantages, The latter
included, for university institutes, the tendency to favour prograsmmes
likely to be more useful from the teaching standpoint, and the difficulty
of finencial administration when university councils or corresponding
bodies controlled the stoff and the programmes, 1Hth sectoral research
associations, all too often the programmes were confined to problems
common to the industry es a whole, to the exclusion of those that might
give same competitive adventage to 2 particular firm sponsoring a
programme, Vhatever orgznizationel system was adopted for an institute

J/of applied
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of applied research, it would be essential to establish links with the
planning agencies and with the bodies representing industry, to ensure
that the work done would be directed towards the basic problems of
economic development,

335 In several Latin Americen countries there were applied research
institutes working under contract for industry. In others the universities
were carrying out some kind of research, or providing scme of the

services listed above, Argentins was the only country in which the
research policy pursued by the Goverrment (throusgh the National Institute
of Technological Research) encouraged the formation of sectoral research
associations, which received subsidies,

336. Two sectoral studies on research programmes were sulmitted to the
Symposium, one on the pulp end psper industry and one on the steel
industry, Those studies examined, in relation to verious countries in

the region, the problems affecting industry and the means taken to deal.
with them, Because of the wide renge of problems and countries covered,
the studies could serve, by way of illustration, zs the basis for

dealing with many other productive activities where the problems were of a
similar nature, The points to be considered included: what fields

the institutes should cover, and vhat should be the order of priority

in their functions when there was a shortage of funds ar staff; within
what type of organizational end institutional fremework the institutes
should operate, and lastly, what were the prospects of international
co-operation (which would be essier to obtain, and more effective, if

the institutes restricted their activities to e given industrial sector),
337. Thus it could be concluded, from the documents submitted by the
secretariat, thet applied technologicel research could be regarded as a
fruitful investment that was much neglected in Latin America,

338, Several representatives referred to the applied technological
research institutes operating in their countries, The representative

of Brazil stressed the importance of the specialized institutes in
specific industriel sectors, e.g., the Technologicel Research Institute

of Sao Paulo, which was mainly concerned with the matallurgical industries,
and the new institute for research on mschine-tools which was to be _
established shortly, The representative of lMexico named seven institutes for

/general applied
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general applied research in his country, snd said that the applied research
carried out there was dispersed among them without a programme or national
authority to co~ordinate it,

339. With respect to the type of research thet could be conducted in Latin
America, consideration was given to both basic or pure research and applied
research, In view of the shortage of human resources for research in nearly
all countries of the region, it would seem reasonable to confine the activities
to applied research which had the édequate financisl backing and to import

the results of most of the basic research., Basic research liable to play

an important role in the training of scientific personnel for research
activities could also be carried out,

340, At the same time, in relation to the institutes! activities, importance
was ascribed to the function they might fulfil as persomnel training centres,
both in industry itself and in research work in generall. It often happened
that work on a specific research project widened the horizons of a scientist

or technician and enabled him to conduct research in many other fields. Among
the possibilities for using the institutes as training centres, post-graduate
courses of varying duration were suggested.

341. There were certain industries msnufacturing complex products or ecuipment,
such as electronic items, which should be morketed, in general, on the basis

of quality certificates, Such quality control could be established éystemati~
cally as the terms of reference of specific research institutes. The same
would apply to precision-engineered equipment and parts, for which certificates
could be issued after non-destructive.testing,

342, Several delegates said thet industries - especially new plants -~

in their own countries often imported the knowledge and results of resesrch
which could heve been carried'out locally, thereby incurring heavy expenditure
of foreign exchange., In order to reduce that expenditure, it was imperative te
reinforce and enhance the prestige of the existing research institutes in the
region.

343. With respect to international co-speration, in particular from the more
advanced countries, it was suggested that, in addition to using it to strengthen
the Latin American research institutes, it could help to identify problems
affecting development plans and to check some of the results obtained by
resesrchers in ﬁhe region. Several representatives appealed to the more advanced

industrialized countries to give more sttention to that point. The representative
of Mexico said thet his country had received an offer along those lines fram

institutions in the Netherlands and the United Kingdom, JTochmicel Assistance
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Technical assistence for indugtrial development

344, The growing importance accorded to technical assistance, both in 1ts
bilateral and in its multilateral forms, was clearly evidenced in ‘the
discussions and statements of the participants. According to the estimates
presented for consideration at the Symposium, official expenditure under that
head in 1964 would seem to have amounted to about 18 per cent of the total
economic assistance - financial and technical - provided by the Governments

of the countries members of the Organization for Economic Co-operatioh and
Development (OECD).gé/

345. Cases in point were afforded by Belgium, France and the Scandinavian
countries, where the resources allocated to technical assistance had come to
absorb more than one~third of total expenditure on bilateral econcmic
co-operation, In France the trend was particularly striking, the proportioen
in question having reached almost LO per cent by 1964, whereas in 1961 it had
been only 21 per cent,

346, Another way of measuring the magnitude of the technical assistance effort
was to consider the number of experts and teaching personnel engaged in work
of that type throughout the world. According to data submitted by the
Netherlands delegations was estimated that the United Nations and other
miltilateral agencies provided about 8,000 specialists, and the Governments of
countries members of CECD approximetely 82,000, of whom 38,CCO were teachers,
mostly French,

347. Over 96 per cent of those 82,000 specialists came from Belgium, France,
the United Kingdom and the United States, while the centrally planned economies

supplied some 8,CCO experts,

26/  According to the statistical data in document L,42 and in the Report for
1965 presented by the Chairmen of the Development Aid Committee of the
Organization for IZeonomic Co-operation and Development, the group of
countries referred to, which normally accounts for about 90 per cent of
the assistance received by the developing countries, is formed by
Austria, Belgium, Canada, Denmark, the Federal Republic of Germany,
France, Italy, Japan, the Netherlands, Norway, Portugal, Sweden, the
United Kingdom and the United States,

/348, In
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348, 1In addition to the foregoing labour force provided by the public sector,
the contribution of private enterprisé could be estimated at about 100,000
specialists, of whom a relatively high proportion were working in

Latin America,

349. The data available on the amount of technical assistance received

by Latin America, both in absolute terms and in relation to other regions,
were in many instances fragmentary and incomplete, But they sufficed to
show that the share falling to the region was not commensurate with its
requirements,

350, The Latin American countrieng/had received about 11 per cent of the
total technical assistance resources officially provided by the group of
countries referred to above, whereas their peoples represented 15 per cent
of the total population norinally receiving assistance from the industrialized
countries concerned, According to the same estimates, barely L per cent of
the experts and advisory service personnel discharged their functions in
Latin America. Of the total amount of official technical assistance
received by the region between 1963 and 1964 on a bilateral basis, about

80 per cent came from the United States, which, in those same years,
contributed approximately 70 per cent of the advisory service personnel
assigned to the region and roughly half the training fellowship and funds,
The United States! expenditure on technical assistance in the Latin American
countries through AID had reached a cumulative total of nearly 21 million
dollars during the financial years 1962-66. Twenty-seven industrial
development experts were now stationed in AID offices in ten countries of the
region, while the provision of services of experts on a contract basis
between 1961 and 1965 amounted to 574 man-years, During the same period,
there were 879 fellowships immediately comnected with industrial development
problems, Moreover, reference was made to the considerable aid provided in
the field of menpower training and, in general, in human resources planning,
351. It was reported that the French agency responsible for the organization
of fellowships in France (ASTEF) had, since its establishment, granted

27/ Not including Cuba.

/12,800 fellowship,



E/CNel2/755
Page 119

12,800 fellowships, nearly 4,CCO of which to Latin Americans. The figures for
1965 had been about 2,900 and 870, respectively. In 1965, ASMIC - a French
agency responsible for sending technical missions abroad - had organigzed

99 missions to Latin America, comprising a total of 165 experts, which represented
about 4O per cent of the total number of missions sent all over the world.

352, Two of the five technical documentation centres sponsored by ASMIC had
been set up in the region, one at Sao Paulo and the other at Caracas,

353. Although the statistics available for the Netherlands were not very
accurate, it was stated that, under its official technical assistance programme,
there had been about 216 experts working in different parts of the world in
1964; moreover, a large number of the specialists from that country's private
entrepreneurial sector were serving in latin America.

354, The Netherlands technical asgistance budget for 1966 amounted to some

38 million dollars., Since the budget for total economic assistance was to be
increased by one-~third, there were good prospects that the Netherlands would
considerably intensify its efforts in connexion with the provision of technical
assistance in the immediate future,

355. Other countries had also steadily increased their technical aid in recent
years. A case in point was the Federal Republic of Germany, which was especially
active in the provision of persomnel for technical and vocational training,

356. Sweden's and Norway's technical assistance programmes had not yet been
extended to the region, while Switzerland, although active in aiding Latin
Americen projects in the agricultural sector, had not extended its operations
to industry.

357. Afmong the countries with centrally-planned economies, the Soviet Union
was noted for the volume of resources devoted to technical assistance, which

it had allocated mainly to Cuba, with the possibility of ineluding other
countries in its future programmes, It was noted in that connexion that help in
the large-scale training of national specialists occupied an important place
in the Zoviet Union's c¢o-operation with the developing countries. One of the
main features of that aid was the establishment of centres of higher and
secondary education in those countries for the on-the-spot training of national
specialists, The Soviet Union also granted a large number of fellowship in

higher education to nationals of the develpping countries,

/358, Multilateral
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358. Mﬁltilateral technical assistance was provided by the United Nations
through its specialized agencies, under the regular and expanded programmes,

in the form of experts and advicers to Governments and of various training
activities, and also through the Special Fund and the recently created

Special Industriel Services (SIS). The three programmes had now been merged
in order to co-ordinate their activities,

359, It was noted that although the volume of technical assistance as a whole
had considerably increased in recent years (from about 87 million dollars in
1962 to about 105 million in 1964), the share going to Latin America had
declined in absolute terms and had also decreased sharply in relative terms,
from 24 per cent of the total in 1962 to 17 per cent in l96h.2§/ It was stated,
in explanation of that trend, that in other regions, such as Afriea, needs for
such assistance were so vast and urgent that they could not be compared with
those of, for instance, Latin America.

360, The International Labour Organisation (ILO) had been particularly active
in the region in its own field, and had provided substantial aid in relation

to manpower training and, in particular, to the general raising of productivity
and efficiency. In that connexion there was a special reference to the work

of the training centre established by the ILO in Turin, Italy. Similarly, there
was mention of the work done by the national productivity centres in Latin
America, which had contributed to the considerable progress achieved in that
field.

361. The International Atomic Energy Agency (IAEA) had provided advisory
services on the use of radio isotopes in industry, which were particularly useful
in the food, paper, textile, plastics and chemical industries, to name only a
few, The World Health Organization (WHO) had done useful work relating to the
health of workers, particularly in industry, In that connexion the WHO stressed
the importance of paying due attention to the need to improve substantially the
health conditions obtaining in Latin America so that work accidents and
occupational diseases would not continue to affect the health of workers and

to hamper the economic progress of the area, as they were now doing. Also
mentioned was the need for international development agencies to include in
each new project control measures aimed at preventing injury to the health of
workers and the resulting problems for the community. To those ends, the

technical advice of WHO was available,

28/ External Assistance for Industrialization, (E/CN.11/I and NR/Ind.Conf./L.8).
/362, There
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362. There was broad agreement that the observations made on the relative
inadequacy of technical assistance in general to Latin imerica were equally
applicable to the distribution of that assistance among the different fields
of economic activity., In fact, the information available indicated that in
Latin America industry received less attention than other sectors such as
agriculture and education. In 1964 the total number of experts (excluding
teachers) paid by public funds from the OECD countries and doing work related
to industry amounted to less than 17 per cent, while those in the agricultural
and educational sectors constituted about 22 and 20 per cent respectively.

363. Following the same line of thought, concern was expressed at the shift
that had been announced in United States policy, whereby increased assistance
wctld be given to agriculture, health and education. International co-operation
in those fields was undeniably of great benefit, but the apparent reservations
with respect to the provision of aid for industrial development and the private
sector were giving rise to anxiety., The representative of the United Ctates
said that these two sectors supported the industrial sector and, at the same
time, were in need of its support, The growing interest in agriculture would
be related to the increase in food production and in agricultural productivity,
since industrial development would be adversely affected if this sector fell
behind, as it would if inadequate attention were paid to the improvement of
health and education.

361, One source of the concern felt for the relatively small amount of technical
assistance extended to the industrial sector was to be found in the case of
Brazil, which was virtually without aid of any kind from the United Nations

at the present time.

365, By virtue of those considerations, there was a consensus of opinion that
the volume and nature of the technical assistance made available to the Latin
American countries for purposes of industrial development should be revised in
the light of the vital importance attaching to industrialization as a means of
achieving more rapid economic growth.

366, With regard to patterns of technical assistance, despite the frequent
preference shown by most countries for bilateral forms of such aid, the view
was expressed that the problem should be analyzed with very careful regard to
the special advantages offered by multilateral procedures, in terms of more

efficient utilization of the resources made available, possibilities of

/directing the
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directing the assistance provided to better purpose, and, above all, less
recourse to "tied" forms of aid, etc., although it was recognized that a direct
relation between two Governments might also have its advantages, particularly in
respect of more direct communication between the parties., Special mention was
made of the case of Mexico, where the technical assistance for industry provided
by the United Nations accounted for 73 per cent of the total, only the remaining
27 per cent being of a bilateral type. A compromise was represented by a.
practice which was becoming widespread, and which consisted in ad hoc
co-operation on the part of several donors for the purposes of ore or more
projects (aid consortia), as well as by the channelling of bilateral
contributions through multilateral agenéies, although, as in the previous case,
the identity of the donor country would still be maintained, and, in addition,
clearly-defined objectives would be established with regard to the fields of
application of the assistance., It was considered that such a procedure would
combine some of the advantages inherent in both bilateral and multilateral types
of aid. A case in point was that of Canada, which channelled all its financial
assistance to the region -~ and the technical assistance that went with it -
through the Inter-American Development Bank (1IDB),

367, The participants unanimously agreed that it was more satisfactory for

both donors and recipients if technical assistance for industry were requested
and accorded as an integral part of a sectoral development programme. In other
words, the "programme approach" definitely took precedence over the "project
approach", Furthermore, it might perhaps be useful to explore a middle way, such
as the provision of technical assistance within the framework of a given branch
of industry. That would facilitate the adoption of a continuing policy designed
to improve operational conditions in the industry concerned, which would cover
training at all levels, internal technical and adwinistrative organization,
modernization and rational selection of equipment, and technological research,
all within the framework of sectoral programmes based on prior diagnoses of

the existing situation. ‘

368, Something was also said of the Latin American countries experience in
connexion with their administrative machinery for the determination of assistance
requirements, the search of new‘sources, and, once assistance had been secured,

its co-ordination and effective channelling to its recipients,

/369, The
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369. The experience of Mexico was enlightening in that respect. Although
the assistance received, both multilateral and bileateral, had proved very
satisfactory, it could be used to better advahtage, as the delegation of
Mexico pointed out, through institutional and programming improvements
which were the responsibility of the recipient country.

© 379, It was generally agrecd that the data considered warranted the
conclusion that the share of industrial development in international
technical assistance programmes - whether multilsteral or bilaterel -

had not been commensturate with the importance assigned to the expansion
and modernization of the industrial sector in Latin America's development
plans,

371. Mention was made of some of the factors that were regarded as doing
most to determine the situation described, and suggestions and proposals
were also formulated with respect to the right approach to adopt, and to
possible methods of solving the problems involved,

372, It was pointed out, for example, that the handicap deriving from
the general principle that technical assistance in the form of a donation
could rot be assigned to profit-making private compznies might be overcome
by the establishment of a revolving fund, in which the recipient enterprises
would depesit a limited sum, in national‘currency, in return for the
services rendered, thus feeding the fund, which would be used to finance
other technical assistence operations in industry,

373, It was also noted thatl technical assistance was often needed for a
whole industrial sector rather than strictly in relation to any one
enterprise, In such cases, the requisite assistance could not be
satisfactorily programmed without a detailed preliminary survey of the
sector and a diagnosis of its problems and difficulties, Assistance
provided through individuszl experts, engaged for ad hoc missions without
adequate briefing on the data and problems relating to the sector as a
whole, was virtuelly ineffective, The detailed prior study of the sector
required could not as a rule be carried out at the national level, much
less by individual experts concerned, Moreover, in many cases, the
problems calling for technical assistance were of a multiple and inter-
related character, a fact which suggested the advisability of using

/groups made
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groups made up of specialists in different fields, under the direction

of a single leader, rather than individual experts, Such a procedure

was seldom applied, either by the countries extending bilateral assistance
or by international agencies, beceuse it presupposed the a#ailability of

a large pool of experts on permanent contract, besides depending on the
previous work of analysis and diagnosis mentioned above,

374, In support of the foregoing contention, a few cases were cited in
which the activities of such "unattached" experts had been completely
ineffectual, It was generally agreed that effort were recuired at both
ends of the problem. On the donors side, it was essential that the expert
should enjoy the support of prior studies, continuing analytical research
on the field in which he was to operate, and close contact with such bodies
as ECLA, the Centre for Industrial Development and others responsible

for carrying out the analyses in question, Similarly, from the standpoint
of the recipient country, the expert'!s authoritative knowledge should be
built into a clearly~defined development programme, so thet his activities
could be given continuity and turned to proper account,

375, Anothér factor pessed in review wes that relating to the restrictions
which precluded the discharge of executive and directive functions by
technical assistance experts, specially in private enterprise, There was
a consensus of opinion to the effect that the impossibility of handing over
to international experts even a part of the entrepreneurial activities to
be underteken on behalf of local private capital, such as, for instance,
technical management, either led the developing countries to reject many
feasible industrial projects, or compelled them to resort to groups of
foreign investors, which provided their own technical and administrative
staff,

376. 1lastly, consideration was given to the special dependence of the
development of many branches of manufacturing - particularly the chemical
industry -~ on processes and equipment covered by international patents
belonging to large industrial consortia, It was agreed that international

technical assistance agencies - including those of a multilateral character -

/should incorporate
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should incorporate licensing arrangements in their regular operstional
proeedures, and should assume responsibility for their distribution,
377. It was recognized, however, that many such groups pursued the
policy of refusing licenses to third parties and holding their patents
in reserve for possible undertakings of their own, Even in that case,
it was suggested that the promotion of a project by an international
agency wculd make it possible to obtain more advantage terms for the

country in which the project was to be executed.

/E. THE
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E. THE INTERNATIONAL SYMPOSIUM ON INDUSTRIAL DEVELOPMINT AND
INDUSTRIAL DoVaeLOPERANT IN LATIN AMZRICA

378. The discussion opened with a statement made by the representative
of the United Nations Centre for Industrial Development, in which he
described the action already adopted in relation to the International
Symposium. Such action included proposals regarding the subjects to be

discussed at the Symposium, as set forth in the Progress report on

symposia on industrial developmentfgz/ which were submitted for the

consideration of the Governments of States members of the United Nations;
a request that the industrialized countries should co-operate in the
International Symposium and prepare documents on specific problems to be
dealt with there; and the preparation by United Nations agencies of
general studies of international scope in connexion with the meeting.

379. It was considered that the consensus of views at the Latin American
Symposium on Industrial Development regarding the objectives and
organization of the International Symposium, in conjunction with similar
data forthcoming from the Symposia for Asia, Africa and the Iiddle East,
should serve to enable the United Nations Centre for Industrial Develop-
ment, at its next session, to adopt decisions consistent with the problems
and hopes of the Latin American countries in regard to industrial development.
380. An unofficial working group met for the purpose of exchapging ideas
on the subject of Latin America's participation in the propcs ed Inter-
national Symposium, They dealt, essentially, with the three following
subjects: the central aim of the International Symposium, the agenda
most suitable for the achievement of that aim, and the study and possible
definition of a concerted Latin American position at the Symposium. The
representative of France added a fourth point relating to documents.

38l. In regard to the objective and nature of the Symposium, two
alternatives were analysed. In the first, the 1967 meeting.

would be in the nature of a simple exchange of national experiences and,
in general, of views concerning the obstacles to the acceleration of
industrial development. According to the second altermative, it would be
a forum more specifically designed to define the international co-operation

policy needed to speed up industrialization in the developing countries,

29/ ST/ECLA/Conf.23/L.10. /382. After
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382. After the two alternative possibilities had been evaluated, it was
agreed to support the second, i.e., the concentration of discussion on

the requisite measures for international co-operation; the aim of the
Symposium would thus be to review the various instruments of inter-
national co-operation for the purpose of expediting industrial develcpment,
and to suggest. new forms of co-operation, should it deem them necessary
and expedient., Accordingly, an exchange of information on experience at
the national and regional levels should be taken as part of the background
material relating to the problem. The relevant documents, in which the
experience in question would be described and analysed, would be circulated
beforehand, although they would not be discussed at the Symposium, but
would be used solely for purposes of reference and illustration. |

383. Another subject which, in the opinion of the zroup, ought also to

be explicitly excluded from the objectives of the International Symposium
was the presentation and discussion of methodolozies for the programming
of industrial development in the developing countries. However great the
interest and value attaching to the exposition of methodologzical problems,
and to analytical considerations regarding industrial developinent, or,

more specifically, alternative industrial development policies, it was
felt that such topics were alien to the central purpose of the Inter-
national Symposium, which was to analyse international co-operation policy
in the field of industry.

384. In conformity with that aim, the delegations ought to be in a
position to adopt the resolutions and assume the commitments that might

be called for at the conclusion of the proceedings of the International
Symposium., Thus, each country should appoint delegations whose status

was such that they would be fully accredited to speak and, if necessary, take
decisions and adopt recommendations in the name of their respective countries,
385, The next step was to define the nature of the agenda, since it
stemmed from the objectives thus established. It ought to be focused on
international co-operation, excluding both discussion of experience at

the national level, and purely methodological and analytical questions.

It might therefore consist of three major sections. The first would

relate to analysis of the specific problems connected with the acceleration

/of industrial
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of industrial development, such as transfer of know-how, credit facilities,
training, etc. The object would be to formulate a diagnosis of the problem,
so as to pave the way for discussion of the relevant international
co-operation measures. The second part, concerned with the major branches
of industry, would comprise diagnoses of each of those branches at the
world level, covering a balance-sheet of current and future supply and
demand, an indication of world trade characteristics and trends, amd an
account of the most important basic problems obstructing the development
of the branch concerned. All the material would be presented in such a
way as to rewal and camare the situation of each of the major developing regions.
386, In view of the short time available for discussion at the Inter-
national Symposium, the description of the position in each branch of
industry should be as concise as possible, taking the form of a diagnosis
of the problems and conditions rost relevant for the definition of the
requisite and feasible international co-operation. The whole varied

range of situations in the different countries, as well as detailed
analyses of the technical and economic characteri%tics of each branch

of irdustry, could be included in the background documents, but should

on no account be reflected in agenda items for discussion.

387. It was considered most important to include in the agenda the
analysis of the situation in the main branches of industry, as a first
step teowards cdefining a sectoral policy of development at the inter-
national level, which would be of decisive importance not only for the
orientation of international technical and financial co-operation, but
also for the gradual reorientation of the international trade flows that
the Members of the United Nations had begun to promote in the United
Nations Conference on Trade and Development,

388. The third part of the agenda would be dedicated to discussing the
measures of international co-operation themselves, as the result of the
discussion in the two previous sections. The aim would be to review
recent experience in the various developing regions, in relation to
international co-operation in the form of technical assistance, measures

of training at all levels, the transfer of technological know-how, credit

/and financing
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and financing, investment of public and private capital, etc. That
review, set against the analysis and definition of problems at the level
of the general problems in the first part of the agenda and at the sectoral
level in the second part of the agenda, would make it possible to define
the necessary corrections and expansions in international co-operation in
the field of industrial development, and to facilitate the discussions
concerned.
389, Lastly, largely as a consequence of the agreenent that existed with
respect to directing the agenda towards international co-operation, it was
considered desirable to explore the possibility of »revaring or defining
a common stand by tile Letin american countries in relation to the itens
to be dezlt with by the International Symnosium, The view taken was that
if such a common stand cculd be worked out, it would be extremely useful
for the purnose of helping to ensure that thie International Symnosium would
reach elfective conclusions from tie stendpoint of international co-operstioen,
and thus accelerate Latin .ierica's industrial development., For that nurpose,
the working group believed, the most effective formula might be for the
Latin American Symposium to azree to ask the ECLL secreteriat to undertake,
by means of infor:ial consultation at the technical level with the member
Governments of tle Cormission, to study that possibility and determine what
such a common stand could be.
390, LICLa should aim at drafting a document that ould analyse the
various obstacles to the acceieration of industrial development in Latin
America and define the measures of internatioual co-operation that could
usefulily be taken to decl vith such problens. The possibility of outlining
a common stand for all the Latin American countries would be considered
in a provisional form in the report, in the light of the conclusions at
which tlie secretariat would have arrived in its analysis of the vroblers,
and of the measures of co-operation in force or envisaged, in accordance
with the industrial policy and the policy on co-operation nursusd by each
country in the region. Tie report could be anelysed at the twelfth session
of ICLA, to be held in May 1967 at Caracas, in a special committee that would
make tle necessary recormendations to tie plenary, Since it was very likely
that the International Symposium would not be held before Auzust 1967,
April 1967 seemed to be an amnropriate date for tihe publication of the
report, since it would give tinme for any additional consultations that

appeared necessary. /391, When
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391, When the general feeling of the working group had been thus conveyed in
broad terms, the Symposium proceeded to discuss the particular points raised,
and accepted the group's recommendations on the central aim of the International
Symposium, the nature of the agenda, and the tentative exploration by the
secretariat of the possibility of arriving at a common Latin American stand.

In that respect, it was stated that although that decision on the part of the
Latin American Symposium had been arrived at unanimously, it did not represent
any undertaking on the part of the fovernments, but should be considered merely
as a recommendation for the purpose of guiding the secretariat and for the
information of such deliberative bocdies as the United Nations Industrial
Development Committee and the Economic and Social Council, The decision of the
Latin American countris® gn that point would probably be taken at the next

ECLA session,

392, In the course of the discussion a proposal put forward by the
representative of France crystallized and was generally endorsed. He suggested
that no new studies should be undertaken for the international Symposium other
than those that were strictly necessary for clarifying the points on the proposec
agenda, and that the ample and valuable documentation that already existed shoulc
be used to the full, particularly in the regional commissions, for purposes of
constant analysis and reference,

393. The representative of the United States stated that his country was in
favour of the Intermational Symposium, and hoped that it would lead to the
achievement of more specific and useful results in international co-operation,
Moreover, he agrsed that the International Symposium should avoid indulging in
accounts of national experiences and descriptions and analyses of a general
nature and should concentrate on the possibilities of practical action. He then
explained his Government!s policy of leaving its position open with respect to |
the exact nature of the International Symposium until it had informed itself of
the results of all the regional symposia. Its position would be defined at the
next session of the Industrial Development Committee. In the meantime, his
delegation would not be in a position to take a stand either for or against any
specific proposal made by the informal group of representatives at the present
symposium, The representatives of France and the Netherlands wished the recerd
to show that they were not in a position to state their views on a

recommendation regarding the nature of the Symposium,
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394, After the foregoing statements of opinion there was general agreement
on the desirability of the Iymposium recommending that the delegations of
countries attending the International Symposium be given full powers of
discussion so that they might express their opinion on specific commitments.
395. No objections were raised to the proposal made by the working group in
respect of the structure of the agenda to the effect that the Symposium might
recommend the inclusion of a first part for a discussion of the problems

and difficulties of industrial development, followed in the second part by
sectoral diagnoses, all of which should be linked up with the question

of international co-operation which would be dealt with last of all on the
basis of the debates on the first and second parts,

396. There was general endorsement of the proposal that the ECLA secretariat
should hold informal consultations with the member Governments of the
Commission in order to study the possibility of adopting a common Latin
American position at the International Symposium, to be defined eventually
in a document to be submitted for the consideration of the Commission at its
session in (aracas.,

397. The States members of the Commission that had not been represented

at the present Symposium should be included in those consultations.

398, It was generally agreed thet the consultations to be held by the ECLA
secretariat should be undertaken through the medium of the liaison officers
appointed for the Regional Symposium. It was also assumed that the
secretariat would use the same channels for requesting the Latin American
Governments to revise, complete and bring up to date the papers presented

to the Symposium since they would provide valuable background material for
exploring the possibility of establishing a common stand,

399. Lastly, the meeting welcomed the suggestion that the documents for

the International Symposium should be primarily based on existing information,

with new studies reduced to the minimum,
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Annex I

JTNAUGURAL ADDRESSES

Address by Mr, Domingo Santa Marisz Santa Cruz, Minister of Economy,
Development and Reconstruction of the Republic of Chile

It is both a great honour and a most pleasant duty to express here
the friendly welcome extended by the Government and people of Chile to
the distinguished representatives of the latin /imerican continent assembled
in Santiago today to begin the work of the latin American Symposium on
Industrial Development, My words are the expression, not of a mere formality,
but of a deep feeling, on the part of my country, of real welcome to all
the naticns here present., This feeling, nourished by a common history, is
strengthened by the knowledge that our peoples are impelled by an unswerving
determination to press forward and to achieve welfare goals that will ensure
for the broad masses of the population levels of living compatible with the
dignity of the humen being,

The aim of thistsympcsium is to analyse the prcblems and prospects
of industrial development both for the region as a whole and for the
individual countries that belong to it, and to consider what measures
and policies can effectively speed up the pace of industrialization within
each country, as well as those that relate to regional and international
co—operatiocn. This aim represents a challenging tssk for the participants,
and an undertaking of major inportance that we can expect to bear fruit in
the form of recommendations of the highest significance for the future of
latin fmerica, It is for this reason that the Government of Chile wishes
to take this opportunity, while extending to those attending the symposium
its warmest welcome, and expressing its best wishes for the success of the
work being undertaken here, to put forward, on this solemn occasion, views
on certain questions, among those that are to be discussed here, that are

of particular concern to Chile at the present moment.,

/Not. long
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Not long ago a distinguished Chilean, repeating the words spoken
over a hundred and fifty years ago by one of the greatest figures in the
history of the Americas, stated that our continent is not a group of
countries but, on the contrary, a great country that has broken up into
smaller units, Today we have a strong awareness of this truth, which
must be expresced in the form of a new attitude. The adoption of such
an attitude is all the more urgent because on it depends the possibility
of giving to our peoples better levels of llving, and permitting Latin
America to take part in the breathtaking phase of history that is ours,
typified by the striking advances of science and technology, and the
breaking up of structures, concepts and ideas that only yesterdey appeared
immuteble, Only thus can we hope to face the task that is incumbent upon
us all, namely, to reduce thz factors of disintegration to the point of
disappearance,

In respcnse to this challenge, we have gradually been creasting a
regional instituticnal framework that has given encouraging results,
Although I cannot hope to list all the bodies that form pert of it, I feel
I must rention at least those most closely linked with the integration
process, such as ECLA, the organization thet is today receiving us here,
and whose contribution to the knowledge of the true situation in Latin
fmerica, and to the sclution of many of its problems, is too well known
to need any corment from me; the Inter-American Development Bank, which
has come to be known as the integration bank; the Central /merican
integration system, which has launched & dynamic process through joint
formulas for progress, and the Latin American Free~Trade Association,
which because of the geographical area it covers, should be regarded as
the major instrument for achieving practical results, ALaILC has succeeded
in accentuating and giving specific form to the changed mentality that
other agencies have been promoting, and can be proud of its greatest triumph,
that a group of countries has begun to adopt a common attitude towards
problems that only yesterday were looked at from a strictly nationalist
viewpoint., In encouraging the contact of our rulers and senior officials,
this orgasnization has permitted a better knowledge, and hence a fuller

understanding, of the real facts and problems in our countries, and as

/a result
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a result of this closer contact, hes made us aware of the urgent need to
progress more rapidly and to improve the structures and methods that permit
achievement of more advanced integration and complementerity goals. If we
consider that not enough has been achieved thus far, then we should act
all the more boldly. But whateverAview is teken, we regard ALAIC as a
major first measure of unification, and for this reason we have always
given it our enthusiastic support,

In the integration process industrial development must play a key
role, Latin America neither wishes nor ought to continue to be a mere
exporter of raw materials, Not only can the region call on civilized and
intelligent workers, who are anxious to use their skills and energy in
the exploitetion of Latin America's natural resources, but, in addition,
the need for higher incomes, new jobs, agricultural development, economie
stsbility, a sound balance of psyments, etc.,, means that the proozss of
industrialization is not only an aspiration, but an imperastive demand of
our day and houvr. But industrialization requires not only a merked increase
in domestic savings, but foreign investment and loans and a change in the
structure and direction that heve characterized investment thus far, with
particular emphasis on the industries that produce intermediate and capital
goods, It is essential to halt inflation, by undertaking the structural
reforms that will permit a stabilization policy, to prevent monopolies, to
strenghhen privete investment in industry, to provide trained menpower,
and to encourage studies of the entrepreneurial sector, But in addition
there is a basic need to make a determined fight against inefficiency, te
rzise productivity and quslity, to work at economic costs, and to control
profit margins,

These are some of the items that make up the programme before us.

I realize there are many others, but I am convinced that your work will
provide solid and valuable information with respect to all, and important
ard stimulating proposals.

Permit me at this point to indicate another cause for concern,

When we speak of the desirability of developing our industry, we often
stress to the more advanced countries that we hope that they will assist

our development not only with technological know-how and capital, but

/also by
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also by opening their lsrge markets, that are now sxpanding even further,

to our manufactures, If there are in fact markets for our manufactures,

it is only Jjust that access to these markets should be open, without being
blocked by legal provisions or other regulations, This is a desire common
to all the peoples of Latin America, and what we seek is fair understanding,
not unfcunded generosity.

But it is absolutely essential that if we ask the developed countries
to open their markets to our manufacturing industry, we must also be
prepared to sell our manufactured goods to each other, instead of confining
intraregional trade to raw materials, and thus failing to practise what
we are preaching to the developed countries of the world.

This trade in manufactured goods requires an effective standardization
of our products, to ensure that they can be used, and will be found
satisfactory in quality, in all the markets of the region., Obviously this
means that the work being undertaken by the Pan American Committee on
Technical Standards will have to be speeded up,

In recent years our countries have been led to undertake the
progr;mniﬁg of their economic and social development, as a result both
of the evolution of the economic thinking of our Governments, and of the
knowledge of development obtained in other areas of the world and the
influence of the Charter of Punta del Este. However, a study of this
wvloubtedly beneficial process nevertheiess gives rise to one misgiving
-~ these programmes, if I may be permitted to say so, are directed inwards,
and are based solely on our own internal conditions and our national
relationships with the rest of the world, regardless of, and often in
flagrant contiradiction to, the neds of integration, This applies to all
sectors of the economy, but particulerly to the industrial field., The
co~existence in evefy Latin American country, on varying scales, of the
same industrial activities, with no attempt to aim at maximum scales of
production or optimum location on the basis of the long view, is an obstacle
that each of us is building up in our own counpries, and that may be a

cause of serious problems for future integration activities,

/The Covernment
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The Government of Chile is aware that if these, and many other
difficulties are to be solved, a general policy must be formulated, agreed
on by all; but at the same time my Government does not overlook the fact
thet some industrial development measures now being taken may well work
either for or against integration., This is why, while we are energetically
urging the need to define general integration policies, we are actively
seeking to conclude industrizl complementarity agreements, which are positive
achievements, even though on a small scale, since we are convinced that once
a certain number, and not necessarily a large number, of such agreements
are concluded, the complementarity process and the benefits that will follow
in its train ~ technological progress, economies of scale, concentration of
production in the country best ecuipped for a psrticular manufacturing line,
etc, - will be an irreversible process of a self-sustaining nature,

Lastly, I would like to stress the importance for all our countries
of establishing a common agency for the dissemination of industrial know-how,
that will permit us to keep abreast of the advances made in this field, and
of the manufactured goods and, even more, the capital goods that are available,
I believe that such a body could go far to solving some of the problems I
have referred to,

I would ask you to overlook this rather superficial resumé of subjects
that belcng to the special fields of the experts present here today. My
purpose is merely to indicate a few of the points of concern that are
occupying the minds of those of us who are at present responsible for
governing my country,

We now have to meet the challenge of our industrial development, and
consequently the progress of Latin ‘fmerica, To procrastinate will be to
run the risk of failure, Hence, I wish to extend the sincere thanks of
my Government to ECLA for having organized this symposium, and thus
permitted a study of what our response to this challenge is to be, I also
wish to express my Government's gratitude to the participants in the
symposium, whose eéxpert knowledge of the problems rzised here is sufficient
guarantee that their examination will mobilize, in the cause of our
development, all the strength, generosity and intelligence of our whole

continent,
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Address delivered by Mr, José Antonio Mayobre, Executive Secretary

of the Fconomic Coumission for Latin America

The Lconecmic and Social Council and the United Nations Centre for
Industrial Development deemed it desirable to prqmote a comprehensive
review of the industrialization process in the developing countries, with
a view to analysis of the recent experience in this field acouired in
different parts of the world, study of the favourable and unfavourable
factors that have had to be coped with, and definition of the role that
would seem to be incumbent upon industrial development in the essential
task of accelerating the rete of economic and social growth. This is
why we have met here todsy, to begin by comparing notes on what has
happened in our countries. Our findings considered jointly and in
comparison with those of Africa, Asia and the Middle East, will be discussed
in thie course of a similar symposium, at the world level, which is to be
held next year. I am confident that the results of our proceedings will
represent a decisive contribution to the evaluation of policies for
international cc-operation in industrial development which is to be
attenpted on that occasion. ’

I

Latin America's experience in the field of industrial development,
assessed in aggregate and cuantitative terms, and viewed in relation to
the over-all framework of conditions and policies -~ not always propitious -
in which the process has had to evolve, is marked by significant
achievements. From the post-war period up to recent years, the growth
rate of the industrial sector has been persistently high. Manufacturing
industry's share in the product has steadily expanded, reaching 24 per
eent in the region as a whole, and approaching or exceeding 20 per cent
in nearly helf its countries. Consequently, during the past twenty
years a substential industrial base has been established in our continent,which

furnishes our economies with a wide assortment of consumer goods and an

/increasingly varied
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increasingly varied renge of cepital goods and intermediate products. This
‘has implied the introduction of production techniques and procedures
formely unknown in Latin America, together with large-scale recruitment of
entrepreneurial capacity and skilled labour. Similarly, applied research
in the field of industrial technology is being assiduously undertaken,
despite the region's almost total lack of previous experience in such -
work, All this has entailed an ambitious investment effort, Suffice it
to mention, by way of example, the iron and steel industry, which nowadays
produces little less than 9 million tons of steel; in which seven of our
countries heve invested about 3,200 million dollars since the post-war
period; and in which techniques and know=how virtually new to Latin America
have had to be assimilated on a major scale.

This effort in the fields of technological progress, productive
investment and up-to-date vocational training is all the more noteworthy,
inasmuch as it was undertsken in an economic environment that could on no
account be considerad favouresble, characterized as it was by a social
organization which wes archaic in many respects, and whose preveiling
codes of values were out of line with those of a modern industrizl societv.

A1l this cannot but fill us, as Latin Americans, with legitimate
pride., But such encoursging evidence should not prevent us from carefully
and critically evaluating the development process undergone by our industry.
Everything that hes been achieved must be regarded, at the present time,
as a starting-point for the new and even more important advances that
industry will have to make in the next few years. It is essential to
assess the industrisl development process in terms of the requirements
deriving from a rate of economic growth that must be greatly speeded up
if it is to keep pace with the explosive growth rate of the population
and with the latter's increasingly ambitious aspirations in respect of
social well-~being. In recent years, the industrizl development process
has begun to show menifest symptoms of enfeeblement, And this circumstance
calls in question its capacity to provide an adequate basis for accelerated
economic development, unless the industrial development policies hitherto
pursued are overhauled and adepted to the new conditions prevailing in

the region.
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The findings of secretariat studies would seem to indicate that
Latin America's industrial development has come to the end of a clearly-
demarcated phase: the stage of noh~selective import substitution, not
properly programmed, and pfomotéd mainly by means of tariIf protection
and other import restrictions, The application of a stringent import
substitution policy, as the chief means of giving dynamic impetus to the
industrial development proceés, was perhaps inevitable, and necessary on
account of the serious external payments difficulties with which many
of our countries have been faced and the fact that the existing industrial
base was too narrow for the development process to be left open to regional
or world competition.

Nevertheless, whatever the grounds on which this inward-directed
development policy could be justified at first, and whatever the benefits
that have accrued from it, some of its results have been unfavourable:
scales of production far below minimum economic stendards, insufficient
degrees of specialization, unsatisfactory levels of technology and a lack
of incentives to their continual improvement, All this, in turn, means
that costs are far higher than those of competing lines of production
abroad. These are situetions pertesining to a stage now completed, which
for 21l its defects and shortcomings, has represented a resl contribution
to the economic development of Latin America, inasmuch 2s the region's
domestic production hes been diversified and a steadily growing source of
local supplies of basic intermediate products and capital goods has
been created, Henceforward, the industrial bese established and the
experience gathered by the entrepreneurial and labour sectors must be
used as bridgeheads for a new advance towards broader horizons. We need
to imbue our industrial sector with dynamic elements, making for growth
and improvement, that are endogerous in industry itself, and no longer
dependent upon import substitution possibilities which are rapidly becoming
exhausted, especislly where the products of the traditional industries
are concerned, lle must assimilate new production technicues, properly
adapted to the conditions of our econcmic enviromnment. Ve need to
expand our scales of production until they cesse to be, as in practice
they are today, a mere fraction of those preveiling in the more advenced
countries, Lastly, it is our responsibility to devise methods of work

/that will
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that will lead our industries to push on unflaggingly towards higher levels
of operational efficiency and labour productivity, If we have the will and
the ability to do all this, we shall manage to surmount, within a reasonable
space of time, the barrier of high costs and prices which has so far
prevented us from using the potential comparative advantages that our
productive resources would give us, to secure a competitive foothold in
world markets.,

The reduction of the present high cost levels is, in fact, a sine
gua_non for the new phase upon which our industrial development is entering.
On this hinges, in many respects, the possibility of speeding up the rate
of economic development., In the first place, the expansion of the capacity
to import - or even, perhaps, its maintenance at its present level - cannot
be based solely upon increased exports of primary commodities, but will
have to be sustained to a growing extent by exports of menufactured goods.,
And this presupposes export prices capable of competing with those of the
most efficient world producers, possibly under the aegis of some preferential
treatment which may be agreed upon at the level of the United Nations Trade
and Develorment Conference, but in any event on a basis of more economic
production conditions. Secondly, the economic integration of Ilatin America
will itself be more smoothly and rapidly promoted if intra-regional export
prices draw steadily closer to those guoted on international markets. Many
of the problems relating to reciprocity and balance of benefits among the
countries taking part in the integration movement would be greatly
simplified if the margins by which intra-regional trade prices exceed
world market quotations could be perceptibly reduced within a reasonable
period, at least in the case of those manufactured goods whose incidence
on the development process is greatest,

How to attain such objectives, in view of the backwardness of many
sectors of industry in Latin America, the size of the region's markets,
which are still small in relation to those of the developed countries, and
the shortage of investment resources, is the essence of our industrial
development problem today., This is the concern that lies behind the whole
of the agenda prepared for the present Symposium. &nd I am sure that the
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proceedings of the next few days will help us to discover the right ansquers
to the major questions arising in connexion with our countries! future
industrial development,

Here in the secretariat we have analysed the various aspects of this
basic problem, and our conclusions are submitted to the consideration of
the delegations through the documents presented at this Symposium.

In broad outline, our belief is that fundamental changes of approach
must be adopted, on the basis of which it will be possible to define an
industrialization policy suited to the new circumstances, The following
would be, in essence, the main features of such a policy.

The first indispensable requisite is to give import substitution
prlicy as a whole a regional character, broadening markets and adapting
scales of manufacturing production to the new conditions established.

The benefits deriving from economies of scale would thus be combined with
the advantages attaching to a more varied and plentiful regional supply
of caritel goods and intermediate products, so that future development
could ke less dependent upon the capacity to import goods from cutside
the region,

Czcondly, competition must be assigned a significant role in the
promotion of efficiency and productivity, This implies more flexible use
of the tariff protection instrument, so as to ensure that the protection
granted is neither excessive, nor of permanent or indefinite duration,
Competition among producers is a factor of fundamental importance for the
Iatin American economies, and constitutes the strongest incentive to
technical progress and productive efficiency in general. To cut it out,
by persisting in en import substitution policy based on relatively narrow
and entirely closed markets, whether for protectionist ends or on account
of external payments difficulties, would mean creating conditions that
sooner or later would lead to technological stagnation and operational
inefficiency, and a conseguent recurrence of some of Iatin America's less
fortunate experiences,

Thirdly, approaching the industrial development of Latin America
from the standpoint of regional integration implies not only the
establishment of a broad market by means of the appropriate measures to
reduce or eliminste tariff duties, but also the co-ordination of the
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investment policies and programmes formulated by the countries of the
region. New and heavy investment would have to be effected in order

to exploit each country's natural resources for the benefit of the region
as a whole., These resources would thus be developed at a faster rate

than any one country could achieve on the basis of its own savings alone,
The criterion for channelling investment would be that of efficiency,

with respect to advantages of location, economic scales of production,

and the adoption of the most up-to-date and appropriate production
techniques in each case, All this is hardly conceivable without co-ordination
at the regional level, The outcome of such co-ordination should be optimum
distribution of the limited capital resources available in Iatin America

as a whole, and it would also have to be used as a means of ensuring that
every country enjoyed its fair share of the benefits of integration,

This last objective is one of the basic concerns repeatedly expressed
by the countries members of the Latin American Free~Trade Association
(ALAIC). The chief instrument for its attaimment will be the establishment
of a regional investment co-ordination policy. Such a policy is not, of
course, easy to determine, nor can its nature be the same or the procedures
for applying it similar throughout the whole of the manufacturing sector.
On the contrary, it will have to be adapted to the particular conditions
and circumstances of each branch of industry, and this is one of the
rcasons why it was thought essential for the agenda to include a brief
review of the present situation and of future prospects in each of the
major branches of industry discussed,

lastly, the above-mentioned basic conditions for directing the
industrial development process along new lines -~ regional integration
of markets, progressive introduction of competition and co-ordination of
investment - could hardly be established unless the practice of programming
economic development in general, and industrial development in particular,
were adopted throughout Latin America, The immense complexity of the
tasks involved in regional integration and co-ordination of investment
in the main sectors of industry calls for a degree of rationality in

Iatin America's development process which can only be attained if

/programming procedures



E/CN.12/755
Fage 144

programming procedures are systematically applied in the individual
countries, and the resulting national programmes are considered side
by side and co-ordinated at the regional level, through the integration
agencies,

In this.field, ILatin america has made notable headway during recent
years, and planning machinery is being set up in almost all the countries
at the region., But there is one basic deficiency by which industry is
particularly affected: nemely, failure to co-ordinate the formulation of
development objectives and policy decisions with the manipulation of tariff,
fiscal and other instruments of industrial policy, as a consistent body
of measures bearing on the targets established. An especially important
aspect of this question is the private sector's participation in the
programming and execution of industrial plans., Iatin America still has
a leng way to go in that direction, and to this problem the Symposium will
undoubtedly devote some part of its time.

II

The discussions of general industrial development problems must be
compicnented by a diagnosis and analysis of prospects for the leading
branches of industry. Accordingly, one of the items on the provisicnal
agenda for the present Symposium is a study of the existing situation and
of the prcblems that obstract development in the iron and steel, chemical,
pulp and paper, metal-transforming and textile industries.

The docunents presented by the secretariat show how immensely wide
a variety of situations is to be found in these sectors, not only because
of their dissimilarities in respect of technological complexity, minimum
economic scales of production or unit investment reguirements, but also
because aptitudes differ from one country to another. I shall refer here
only to the picture presented by one of the activities in question, which
is among those of most importance for industrial development as a whole
- the iron and steel industry.

Latin America's iron and steel industry has two distinguishing
features which are of capital importance: firstly, the heavy investment
it entails and the under-utilization of that investment as a result of
of operational conditions; and, secondly, the extremely high figures
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reached by projections of demand for steel during the next ten years, and

the considerable investment effort which will heve to be made if the

proportion satisfied by domestic production is to remsin constant.

In recent years, the iron and steel industry in Iatin dmerica has
been utilizing only a little over 50 per cent of its installed rolling
capacity, This signifies a waste of annual production potential that
may be estimated at 6~7 million tons of ingots, worth 360-400 million
dollars. In a large number of latin American steel mills, serious
cunulative imbalances between the various production sections have grown
up one after ancther, in consequence of circumstances closely linked to
the small size and isolation of the national markets, over against an
import substitution policy carried to extremes, for the sake of saving
foreign exchange. The indivisibility of the most important production
equipment, the desire to manufacture a wide and varied assortment of
final rolled products, and the habit of constructing the mills by stages
because of the shortage of capital resources, have given rise to
diseguilibria in installed capacity which keep the utilization of
investment down to the level of the equipment or section whose production
capacity is lowest, It is true that the main objective of the expansione
currently under way or projected in many of the mills is the eliminastion
or reduction of imbalances in capacity, but it seems doubtful whether
this aim can be fulfilled so long as the basic conditions which gave
rise to this state of affairs are still in existence -~ that is, the
isolation of the national markets and the lack of co-ordination and
long~term planning of the requisite investment, This last aspect of
the problem is especially important, since a renewed investment effort
will be required in the coming years, on an even greater scale than in
the past, In the next stage of development of Latin America's iron
and steel industry, investment per ton of final product will be much
lower, owing to the fact that many of the requisite expansionsbwill be
complementary to the existing plant. Nevertheless, the investment
required between now and 1970 for the production of the extra 6.5 million

tons that will be needed to satisfy Latin America's predicted steel
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consumption is estimated at approximately 1,300 dollars, to which must

be added another 3,000 million for the expansion projects and new mills
that will have to be constructed in 1970-75, in order to produce a further
10 million tons. '

Accordingly, the channelling of future development in Latin America's
iron and steel industry along lines that will ensure optimum utilization
of such vast capital resources, through maximum exploitation of the
benefits deriving from economies of scale, higher levels of specialization
and more intensive introduction of advanced techniques, is a veritable

sine gre non for the economic development of latin America., 4And this

entails integration of the industry at the regional level, an unquestionsbly
difficult and complex objective (to which one of the documents presented
at the Symposium relates), but so important as to merit the high priority
already assigned to it in the work programmes of such.agencies as ALALC
and the Inter-American Development Bank (IDB). '

IIT _

A11 that has been said goes to show the importance of regicnal
co-ordinatvion of investment for the purposes of turning sconomies of
scale and technological progress to account in the future development of
the leading branches of industry. The procedures for such co-ordination
will of course have to be adapted to the particular situation of each
individual sector and each separate country, and it would be out of
place to go deeply into this question here, I should like, however, to
draw attention to two aspects of the problem.

The first relates to the balanced distribution of benefits which all
the countries teking part in the integration process must be guaranteed,
especially those at a relatively less advanced stage of development, or
less fortunate as regards the resources with which they are endowed, One
of the most favourable features of the Latin American integration movement,
and, in particular, of the commitments agreed upon in‘the Montevideo
Treaty, is that they have fully awakened Latin America to the impossibility
of leaving the distribution of regional integration benefits to the free

play of market forces, on account of the effect that would be produced
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by the almost inevitable tendencies towsrds concentration, This is why

we have suggested that in the field of industry regional integration
should be promoted through sectoral agreement, in which commitments to
reduce or eliminate tariff duties, and others comnected with trade policy,
can be supplemented by investment and technical assistance arrangements.
Programmes for particular sectors of industry would be established in
relation to regional development programmes of a guide-line type. They
would include descriptions of the industry's growth prospects and diagnoses
of the difficulties that might be encountered both in expediting its
development and in enabling all countries to face competition from

other producers in the region without exposure to any very seriaus

malad justments,

In such programmes, the countries whose industries were most handicapped
in intra-regionzl competition by small plant sizes or by low levels of
technology or operational efficiency would find the financial and
technical support they needed in order to catch up with those in which
the cector concerned had made most progress; they would thus be able to
stand up to competition, which in its turn would act as a spur to trade
and development, Moreover, the concept of equality of oportunities,
which the developing countries have been pressing for at the world level,
would be put into force in latin America., Nor would its application
militate against efficiency in the distribution of productive resources,
since this would conform to a regional development programme in which
each country'!s individual situation would be tazken into account, The
basic aim of such a policy should be the achievement of balanced and
sustained development throughout the region, To that end, it should
cover economic and industrial activities as a whole, so that incentives
to development would be provided in one sector or another, according to
each individual country's special aptitudes, natural resources and fund
of experience,

Another aspect of economic integration which is of capital
importance, especially in the field of industry, is its possible effect

on the Ilatin American countries! current endeavours to further the
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development of stationary or depressed areas, with a view to the promotion
of their own national integration, It is a common notion that, if closer
ties of interdependency were established among the dynamic centres existing
in the countries concerned, this regional integration process might
generate a centrifugal force which would run counter to their internal
integration movement, a possibility which is indubitably a source of concern
in many responsible circles in Latin America. In this connexion, it must
be admitted that an economic integration process left entirely to the free
play of market forces might ultimately produce results of this sort, but
there is no reason why any such eventuality should ever arise. Regional
integration is not a process that must over-ride or supersede national
economic and social development objectives, but one that provides a means
of promoting their attaimment more swiftly and efficaciously, All that
is needed, therefore, is, in the first place, to formulate national
development objectives clearly - and here, once again, the pressing need
for the universal adoption of planning procedures makes itself apparent ~
and to implement, at the national level, measures of economic policy,
fiscal directly promotional or of other kinds, appropriate and adequate
to the particular circumstances existing in each case, Secondly, regional
integration procedures would have to be co-ordinated, and its instruments
selected, in such a way as to ensure their compatibility with national
development objectives and policies,

Consequently, the economic integration of our countries is not only
a historical necessity of our time, but a highly promising avenue of
approach to the acceleration of economic development in general and
industrial development in particular, and thus to the improvement of
living conditions for the whole population of Iatin hsmerica.

I believe that the presént meeting will afford a magnificent
opportunity for comparing notes on the experience gathered by our countries
in the field of industrial development, I am convinced that our discussions

will result in a clearer understanding of the limitations that have
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marked the industrial development process in the past, and of the conditions
that will have to be established in the future in order to speed it up. I
am confident, too, that the conclusions you reach in relation to each of
the agenda items will make for the improvement of our industrial policy,
and will help to set the pettern for Latin America's contribution to the
forthcoming world symposium on industrial development.

I should like to offer all the delegations, observers and
representatives of international agencies here present my best wishes for

the complete success of the Symposium that is opening today.
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Statement by Mr. Walter A, Chudson, Deputy Dirsctor, United Netions
Centre for Industrial Develonmment, on behalf of the
Commissioner for Industrial Developument

May I, first of all, welcome the participents at this important
conference on behalf of the Secrstary-General of the United Nations and
also on behalf of the Centre for Industrizl Development of the United
Netions. Mr., Abdel-Rahman, Comnissioner for Industrial Development, in
charge of the Centre, has asked me to express his regret that his official
duties in New York have prevented his attendance., He also wishes me to
convey to our collearues in ICLA his congratulations for the admirable
way in which they have prepared and documented this conference and his
satisfaction that its preparstion has been the occasion of close
co-operction between the Centre for Industrial Development and the
Secretariat of BCILA,

Tne Latin American Symposium on Industrial Development is the last
of four such meetings which have recently bLeen held in the wajor under-

developed regions of the vorld, It is our hope that these meetings will

w0

erve several vurposes, In the first nlace, by offering the countrics of
the region an occesion to examine and coapere their otm industriel
sxperiences and problems, the symposia should assist them in foramlating
Deir national policies and in devising easures of resional co-operation.
Secondly, we believe that the symposia will provide an opprortunity to
countries in one region to couapere their problens and decisions as they
emerge from these meetings with the problems and decisions of countries
in other developing regions. In this respect, the experience of Latin
Arerica, where industry has advenced further than in the other major
developing regions, taken as a whole, may te instructive. This refers both
to achievements and to shortcomings, a number of which are forcefully

analysed in ZCLAls survey of recent industrial development in the region,
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Finally, the regional meetings are preparetory in nature, insofar
as they are designed to lead up to and prepare the ground for an
International Symposium to be held in 1967. The concluding item of your
agenda concerns the International Symposium, Ve have submittzd to you a
tentative plan and agenda for this meeting and we look forward to your
observations on these points in order to take them into account when we
present to the next session of the Committee for Industrial Development
in April a plan for the international symposium., The tentative agenda
of the Symposium contained in a note which has been circulated to you
(ST/ECLL/Conf,23/L.10) is a very comprehensive one, reflecting the manv—
sided nature of the industrialization process, It is for you to select
those matters for emphasis which you believe are the most important for
Latin America to bring to the attention of the world community at the
international gathering next year. The results of your meeting will be
an important eleinent in determining the neture of the International
Symposium, its agenda and its action., It will be our task in the Centre
for Industrisl Development in New York to study and compare the results
and trends of discussion at your meeting here with those of the other
regional meetings in order to make the best possible preparations for the
International Symposium next year. You can also be sure that your
recommendations will be carefully studied in the United lUztions bodies
and, I am sure, also bv the industrial countries, Tinancing institutions
and countries in other developing regions of the world,

‘The agenda of the present meeting illustrates the wide range of
issues that are involved in the process of industrialization and the
vriorities for action that emerge from the analysis of the recent evolution
of Latin imerican industry which has been made by the ZCLA Secretariat,.
There are issues which are essentially national - issues of industrial
policy and programming, issues relating to the development of small-scale
enterprises, and problems of the adaptation of industrial processes and
machinery to Latin hAmerican conditions. There are issues relating to
the efficiency of existing industry as well as to the efficiency of new
enterprises., Some of these may be dealt with at the national level, but
others, as suggested in the secretariat!s analysis of some of the main
industrial sectors; call.for an expansion of markets through sub-regional

or regional co-operation,
& /Finally, there



E/CN.12/75% -
Page 152

Finally, there are issues which call for an even wider international
co-operation, whether bilaterally or multilaterally through international
organizations. UWhereas the regional weetings will naturally focus
particulerly on national problems and solutions, the wider forum of the
International Symposium, in which we expect the industrial countries will
play a leading part, will afford an opportunity for the consideration of
those recommendations and findings of the present meeting which will
inevitably depend for their implementation on the full co-operation of
the advanced countries and of the international institutions of which
they are the major supporters, This ieans in particuler a considerstion
of the practical ways and ieans by which the international flow of
capital, skills, enterprise and technology to the industrial sector can
be speeded up, It also means a consideration of practical measures thet
may be taken to expand the export of manufactures from developing
countries in addition to those under consideration in the United Nations
Conference on Trade and Development; and finally, it msans an examination
of the ways in which the agencies of the United Nations systen can assist

further in stimulating the industrialization process,

I should like to turn now to the relation between the present meeting
and the activities of the United Nations in the field of industrial
development,

A major object of the regional and international symposia is to
examine in general terms the recuirements for technical assistance in
the industrial field, the probleiis that arise and the means for overcoming
them. In this way we hope to »repare the ground for an expansion in the
amount and an improvement in the quality of the technical assistance
provided to the developing countries in the field of industrialization,

Yle anticipate that your discussions of key industrial sectors and of
particular institutions and needs in such fields as industrial prograuwuing,
technolopical research, the support of small-scale enterprise and the
development of a more efficient export capacity in manufactured goods will
assist in developing new programmes which can be undertaken by the Centre
for Industriel Development and by its successor organization, the new United

Netions Organization for Industrial Development which is to be established

next year, ) /In this
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In this connexion, I think you will be interested to have some
information on the new organization which the Generel assembly of the
United Nations decided to establish only a few months ago. The details
of its organization remain to be determined by a special preparatory
compnittee which will meet at the end of this month, but it can be said
that the purpose of the decision taken by the General Assembly is to
provide a more effective form of organization and also an enlarged
programme of activities, with a view to securing both a more rapid and
a more efficient industrialization of the developing countries,

The United Nations Organization for Industrial Development will be
an autonomous body within the framework of the United Nations. 4n
important feature of the new organization is that pert of its operational
activities will be met by special voluntary contributions from the member
countries. The idea behind these special contributions is to provide a
basis for remedying what aprears to be certain shortcomings in the
traditional type of technical assistance, pre-investment and financing
services for industry provided by the United Yations family. In troad terms
the aim is to nrovide what may be celled special industrial services which can
be supplied throu-h more flexible methods and procedures than thoce of
existing programmes. One important need for such special services in
some countries appears to arise from the necessity to develop a fresh
approach to the relation between pre-investient studies and the zctual
investment process of industry. Hitherto, the approach of the United
Nations has been based on the principle of a distinct time sequence
between pre-investment projects on the one hand (consisting of economics
and technical feasibility studies) and the subseocuent process of finding
the finance for the actual investinent on the other. Much time and money
can be wasted, and much frustration experienced by undertaking extensive
and expensive studies if it is then found that financing sources are not
interested or that the sources insist on meking the studies 211 over
again before entering into a commitment, The idea which has emerged is
that one type of special industrial services should be provided to essist

countries in obtaining financial support for industrial projects before
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going too deeply into detailed blueprints and engineering‘studies. It is
hoped in this way.to reduce the time~lag between pre-investment work and
actual investment decisions on industrial projects. 4

The need for other new types of special industrial services is also
being explored by the Centre for Industrial Development, A number of
promising ideas on this problem have been put forward by the ECLA
secretariat in the annotated agenda for this meeting and deserve careful
study. It is gratifying to be able to report that there has already been
a generous response to the idea of securing special voluntary contributions
by governments for the purpose of furthering industrialization through
special industrial services. Substantial contributions have already been
made by the United States of America, the United Kingdom, the Federal
Republic of Germany, Sweden and the Netherlands, and others have ammounced
their willingness to contribute., These voluntary contributions, which
already amount to more than $5 million, are now available as additional
contributions within the framework of the United Nations Development
Prograrme, '

£1lthough the organizational details of the new organization remein to
de decided, we think that the lines along which the programme of the
Centre for Industrial Development has already been proceeding indicate an
approach which the new organization will also find suitasble for its
widened purposes. There are, at present, three broad categories of
activity in the Centre's programme: one deals with specific branches of
industry (such as fertilizers, textiles, engineering, etc.) a second with
problems of industrial policies and programming (including financing) and
a third with industrial institutions, including industrial research and
training facilities, It is our view that these categories reflect the
fact that industrialization, to be really effective, lasting and self-
sustaining, in the last analysis must be securely based in the institutions,
policies and technical capacities of the developing countries themselves,

It is our hope that at the regional symposiz and the international
meeting to follow, the ways and means of dgveloping these capacities,
whether through national, regional or international action will be

thoroughly explored. The results of these discussions will be studied
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carefully by the Centre and the future Organization for Industrial
Development for any indication they may give as to how we can make the
United Nations programme in the field of industrial development more
effective, The Governments of countries which are in a position to supply
a variety of technical services for the industrialization of the developing
countries have displayed a willingness to chamnel an increasing amount

of such services through United Nations machinery. We regard this
villingness as a challenge to the United Nations and the developing
countries themselves to formulate programmes for the effective use of

such resources, If the present meeting provides an impetus in this
direction, it will have served the countries of the region well and amply
Justified the efforts of the participating countries and of the United

Nations that have been devoted to it.
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LIST OF PARTICIFANTS
1. GOVERNMENT REPRESENTATIVES
ARGENTINA
Carlos A, Salazar National Director of Industrial
Development, Departinent of Industry
and Mines
Mauricio Kampel Adviser, Department of Industry and
Mines
Roberto J., Tomasini Adviser, National Develonment Council
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José€ Lorenzo Vietti Adviser, National Development Council
(CONADE)
Alberto E, Moroni Secretary, Argentine Embassy in Chile
BRAZIL
Hélio Schlittler Silva Director, National Economic Development
Bank (BNDE)
Edgard N, Braga, Jr, Chief, Department of Econouics, National
Economic Development Bank (BNDE)
Ezio Tévora dos Santos Chief, Department of International
Operations, National Economic
Development, Bank (BNDE)
Lineo Emilio Kliipel Chief, Division of Sectoral Studies,
National Economic Develonment Bank
(BNDE)
Victor Resse de Gouvea Director, Federation of Industries of
the State of Sao Paulo (FIESP)
Marcos Telles Almeida Santos Federation of Industries of the State
of Sao Paulo (FIESP)
Pericles Locchi President, Association of Industries of
Raw Materials for Fertilizers,
Sao Paulo
Julio Sauerbronn de Toledo President, Brazilian hAssociation of
Chemical and Chemical Products
Industries
Remolo Ciola Brazilian Association of Chemical and
Chemical Products Industries
“lalter Ferri da Silveira Horia Economist, Ministry of Planning
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CANADA

R. E. Grevel _ Commercis) Attaché, Canadian Embassy
in Chile

Zen Buryanik Cormmercial Secretary, Canadian Embassy
in Chile

We E. Havilland Economist, Canadian Pulp and Paper
Association and Newsprint Associction
cf Canada

CHIIE

Salvador Lluch Executive Secretary for cuestions
relating to ALAIC

Luis Velasco del Campo : Deputy Project Chief, Development
Corporation (CORFO)

Patricio leiva , Chief of Studies, Secretariat for-
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Mario Caraccioli Genereal ianager, Technical Co~operation
Service

Patricio Castro Boisier Engineer, Industries Depertaent,
Develorment Corvoration (CORFO)

Pedro Maldonado Engineer

Fernardo Murillo Ugarte Engineer, Development Corporation
(CORFO)

Franco Rossi Valle Deputy Chief of Studies, Development
Corporation (CORFO)
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Office (ODEPLAN)

Eduardo Gana Barrientos Manager, Chilean Steel Institute
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Mildo Martini Discalzi Chief, Industries Departuwent, Development
Corporation (CORFO)
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Germdn Rodriguez Board of Exports, SUPERCOMEL
Arturo E, Tangarife Industrial expert, Division of General
Policy, ALALC Sub-Division
Pablo Samper Director, Private Development Committee
Juan Felipe Gaviria Gutiérrez Deputy Chief, Department of Economic

Affairs, National Association of
Industrialists (ANDI)

COSTA RICA

Rigoberto Navarro Meléndez Deputy Minister of Industry and Trade
CUBA
Mario Garcia Inchiustegui - Director, International Organizastions,
Ministry of Foreign Trade
Emilio Fernidndez Conde Director of Industry, Central Planning
Board
Miguel Alejandro Figeras Economist, Vice Ministry for Economic
Development of the Central Planning
Board
ECUADCR
Cészr Romén First Secretary, Zcusdorian Embassy in
Chile
FRANCE
Roger Nancy Chief Engineer, liinistry of Industry
Frangois Fiatte Institut Frengais du Pétrole
Robert Clar Chemnical engineer, Société Air Liguide
Roger Pliox de Rotrou Engineer, Bureau dt!organisation PLANUS
GUATZIALA
Roberto Lopez Pérez Chief, Industrial Programing, National

Planning Council

HONDURAS

Mario Rietti Chief, Industrial Progrz.aiaing, Higher
Planning Council

Oscar Martinez Cubas Deputy Chief, Industrial Development
Division, National Development Bank
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Jean Pelletier Cultural Attache, French BEmbassy in Chile
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/Héctor Nery



E/CN.12/755
Page 160

Héctor Néry Pineda
Roger Marin

MEXICO
Santos Amaro -Dominguez
Carlos Quintana

Gustavo.Rosales Mateos

Marco A, Solis

NETHZRLANDS
Js Sedney

The G4 M, Tijssen

Js C, Ramser
J. F. Maclaine Pont

E, Bos

PARAGUAY
Félix F, Trujillo Mora

Emilio Ramirez

PERU

Victor Merino Ugarte
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annex IV

REFORT OF THZ REVIZEW CONSULTATION CIf PULP AND FaPER
IN LeTIN A.ERICA

(Santiago, Chile, 17-22 Harch 1966)

Introduction
1. The Review Consultation on Pulp and Paper in Latin America was held
at Santiago, Chile, from 17 to 22 ilarch 1966,
2o The purvose of the meeting was to evaluate the progress made since

the Latin American ileeting of Experts on the Pulp and Paper Industry

~ which tock place at Buenos Aires in 1954 - with the aim of reviewing
the present situation of the industry in respect to markets, investiient,
expansion programmes and factors influencing the efficiency of its
operation; of discussing the need to convene a large-scale meeting on
the development of the pulp and paper industry in Latin America; and

of adopting the appropriate recoumiendations on the most important
subjects dealt with at the meeting.

3. The meeting was attended by representatives of the following
countries: Argentina, Brazil, Canada, Chile, Colombia, Cuba, Dominican
Republic, Ecuador, France, Guatemala, Honduras, Mexice, Peru, Surinam,
Trinidad and Tobago, and Venezuela.

be The following countries sent observers: srgentina, Austria, Paragusy,
Poland, United Kingdom of Great Dritain and Jorthern Ireland, United
States of America, Uruguay and Yugoslavia.

54 Also present were repressntatives of the Permanent Secretariat of
the General Treaty on Central American Economic Integration (SIECA), the
Latin American Free-~Trade Association (ALALC), the Organization of
American States (0AS), the Inter-American Committee on the Alliance for
Progress (ICAP), the Inter—imerican Development Bank (IDB), the Latin
American Institute for Economic and Social Planning, the Atlantic
Community Development for Latin America (ADELA) and the Central American
Bank for Economic Integration (BCIE). |

/6. Appendix
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6, Appendix I contains a comnlete list of the participants and
observers who attended the ueeting,

Te {Ir. Antonio Mayobre, Lxecutive Secretary of the Econonic Commission
for Latin America, welcomed the participants and observers. In his
statemnent, he stressed the extraordinary development of the paper industry
in the region, which in the last five years had renresented an increase of
50 per cent in the production of all types of paper and paperboard and

100 per cent in the production of pulp. The shortage of capital was one
of the factors hampering the sector!s growth and, therefore, it was most
important, in planning its development, to pay particular attention to

the considerable economies of scale exristing in many branches of the
industry, In view of the fact that in many cases the domestic markets
precluded the existence of large-scale plants, an effort should be made

to bring about the regional intesration of markets with a view to
efficient low-cost production and to avoiding the misuse of capital

and other production resources owing to liuited conpetition.

8. Iliness prevented iir. Hernén Santa Cruz, hAssistant Director-General
for Latin American Affairs of the Food and Agriculture Organization of

the United Nations (FAQ), from being present and his speech weldoming

the participants on behalf of the Director-General of Fi0 was read by

iir, Philippe Cochin, Deputy Regional Representative of Fi0, In the
statement, attention was drawn to the importance of paper in the economic,
social and cultural developuent of all countries. In certain countries
with large forest resources, forest industries, and above all the pulp

and paper industry, played a vital role, That was not the case in Latin
Anerica, however, although it was one of the niost forested regions in

the world. Accordingly, its forest resources should be used progressively,
with a view to freeing the countries of the region from their economic
dependence upon one or a limited number of mineral or agricultural
coumoditiess Latin americat!s paper industry had made sreat strides

since tne Second Yorld Var: in 1948-52 the average apparent consumption

of paper was 1.3 million tons annually, the average ver canita consumption
was 8.4 kilogramies annually, end the region depended on imports for

Ll per cent of its needs. The figures for 1964 wvere: 3 nillion tons,

/13 kilogrames
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13 kilograrmes and 27 per cent, respectively; and the estimates for 1975
were: 7 million tons, 24 kilogramies and 18 per cent, respectively. In
addition to the increase in the domestic use of forest products, steps
should be taken to encourage exports, since it was usually easier to export
forest nroducts than those of other branches of industry, particularly in
view of the favourable outlook for Latin America represented by the steadily
increasing shortage of timber in Europe and Japan, a fact which offered
prozising long~term prospects for exports. Exports to cowntries inside

or outside the region would help to obtain the meximum benefit from forest
production and from the econories of scale, In programning the industry's
develonment, it should be borne in mind that it differs from other industries
in that it is based on renewable resources, wvhetner natural or artificial
forests, That proper use should be made of those resources in order to
produce the fullest possible econoizic and social benefits was FaOls
principal goal, In the efforts to accomplish it, the co~operation between
FAO and ECLA had borne fruitful results, and that co-operation was expected
to be even closer in the future owing to the fact that the ECLA/FAQ/BTA0
Pulp and Paper Advisory Group had been reinforced and the joint programmes
undertaken by FAO, the Inter—Anerican Development Bank (IDB) and the
International Bank for Reconstruction and Development (IBRD) were now

in operation. ‘ .

9. ¥r, J, Catepillén (Chile) was elected Chairman of the meeting,

Mr. A. Tangarife (Colombia) Vice-Chairman, and HMr., J. Brustia (Argzentina)
Raoporteur,

10. The agenda was adopted and is included in the present report as
appendix IT,

11, The Report of the Review Consultation on Pulp and Paper in Latin

America was adopted on 22 liarch 1966,

JITEM I
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T3 I

Prospects of the pulp and paper industry in Latin America

A Past develorment

In most of the Latin ’merican countries the pulp and paper industry
began simply as an industry for processing imported pulp and local waste
paper; in other words, there was no simultaneous establishment of locel
capacity for the manufacture of pulp.

The paper nills were built near centres of consumption - where waste
paper could be obtained easily - and were small because of the limited
denand., Under the protection of custonis duties levied on imported paper
but not on pulp, some of those enterprises had expanded through successive
purchases of additional and sometimes fairly out-of-date equipment., At
the same time, new small-scale plants had been built to satisfy marginal
demand, sspecially for wrapping-~paper and paperboard, which the existing
mills could not produce in sufficient quantity. Later on, the increasing
difficulty of obtaining foreign exchange for importing the raw material
had speeded up the integration of the exrlsting paper mills,

In the past ten years, with the expansion of the market, the positioa
had changed radically, Non-integrated large-scale pulp nills and integrated
paper mills had made their appearance in the vicinity of the sources of raw
material, far from the major centres of consuuption,

This industry's pattern of development had shaped the present
situation in which the existing pulp and paper nills were far too small,
Thus in 1964, only seven out of a total of 235 pulp plants and only six
out of 295 paper mills had a daily capacity of over 200 tons., The
average sizerof the pulp and paper mills fell far short of what was
considered the minimum economic size in the more developed cowuntries,

The situation was aggravated in the case of paper by the fact that
the iills had, in general, increased their capacity through the successive
additiom of small machines, That neant that a largze nuber of operatives
was recuired and, in s»ite of the low wages paid in the region compared
with the industrialized countries, the incidence of labour in manufacturing
costs was very high, i.e., Latin imericals pulp and paper industry had a
low level of productivity.

/Although the
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Although the industry had come into being at the beginning of the
century, it had developed slowly and the .rezion had had to depend to a
great extent on external supplies to satisfy growing demand.

Thus in 1945 the production of pulp amounted to only 100,000 tons
and that of paper and paperboard to 500,000 tons, which represented,
respectively 25 per cent and 40 per cent, of apparent consumption,

In the past twenty years, the industry's growth has beeﬁ stepped
up and production figures reached 1,3 million tons of pulp and 2.2 million
tons of paper by 1964, thereby covering 78 per cent and 73 per cent,
respectively, of the demand for those nroducts,

The difference in the growth of the finished product and the raw
naterial was one of the salient features of the industry'!s developiient
in recent years, and indicated its progressive integration in the sense
that the region was less and less devendent upon supplies of pulp from
other parts of the world.

In spite of the advanced stage of development reached by the pulp
and paper industry, there were still three countries which did not
produce paper or papervboard, and nine which did not produce pulp and
used practically none of that raw material in the manufacture of paper,

The production and consuaption of pulp and paper in the region was
concentrated in three countries ~ Argentina, Brezil and liextico —, which
altogether accounted for appro:iiacstely 70 per cent of Latin Americals
total production and consumption,

The participants considered that the following were the most
outstanding developinents in the region over the last few years: the
position of Chile, wnich from an inporter became a net exporter of pulp
and paper by making use of its insignis pine plantations; the production
trends folloved by pulp in Brazil, which enabled tﬁat country to stabilize
its trade balance in respect of pulp in 1964, after being the region's
leading importer; the establishment of Cuba and Venezuela as producers
of pulp from bagasse; the installation of the first non-integrated pulp
mill using tropical hardwoods in Colombia; the greatstrides made in the
technology applying to the use of bagasse in llexico; and the impressive
increase in the consumption of corrugated paperboard boxes in Ecuador and
Central America as a result of the new type of packing used for banana experts,

/Latin America
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Latin America possessed extensive fibrous resources, but only a
swall proportion was used in the manufacture of pulp and paper, lost
of the 1,000 million hectares of forests in the region comprised tropical
or semi~tropical hardwood species, which were just beginning to be
exploited for the production of pulp and paper; hence, the bulk of the
short--fibred wood used in the region was obtained from plantations
(eucalyptus and saliceceous species in Brazil and Argentina, respectively).
The conifer forests were, in the main, fairly depleted or were in
places where exploitation was difficult; others, again, had never been -
exploited (in some of the Central American countries). The scarcity of
softwoods had led several countries to plant foreign species in extensive
areas, in particular Chile, which with its 250,000 hectares of vine had
managed to supply an efficient oulp and paper industry.
Ls a result of the above circumstances, the region had Leen forced
to resort increasingly to non~traditional fibrous resources, chiefly
sugar—cane bagasse, Unfortunately, they served to produce a short-
fibred pulp which had to be mixed with verying proportions of long-~
fibred oulp for the menufacture of certain types of paper. Consequently,
Latin fmerica was still dependent upon imports to meet part of its demand.
Such inports had remained at around 350,000 tons annually,
In view of the considerable importance of newsprint in the region,
it was decided to examine it separately. Latin :merica was far more
self-supplying in other types of paper and paperboard than in newsprint.,
In 1960 production amounted to some 150,000 tons, or 22 per cent of
consuaption; in 1964 the output was 220,000 tons, or 30 per cent of .

consunption.

Only five countries of the region had the installed capacity to
produce newsprint: Argentina, Brazil, Chile, Cuba and lexico., But only
Brazil and Chile produced it in large cuantities, the other three
countries preferring to use part of their capacity to produce other
types of paper with a higher rate of returm,

The unfavourable conditions for producing newsprint in Latin
America were attributable to the strong influence of a combination
of adverse factors, vhich included:

/(1) Restricted
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(1) Restricted domestic markets that precluded turning to account
the economies of scale, a particularly important factor in the
manufacture of newsprint;

(2) The high cost of electric power in contrast to the major
producing centres;

(3) Scarcity of softwoods under economic production conditions;

(L) Free imports of very low customs duties in the majority of the
Latin American countries, and preferential import tariffs; and

(5) A world installed capacity exceeding demand, which had led to
the stabilization of world prices since 1957, despite the rise
in manufacturing costs.,

Not all the adverse factors mentioned were exvected to alter
substantially within the next few years and, therefore, it was difficult
to foresee a radical change in Latin America's newsprint production.
Nevertheless, the problem of the limited markets might be solved through
rezional integration, and the adequate development of conifer plantations
might make softwoods available to several Latin American countries at a
reasonable cost,

The nossibility of producing newsprint from bagasse or other short-
fibred raw material had long been wnder consideration and some research
and experiments had been undertaken to that end.

The participants agreed that it was difficult to produce newsprint
econonically on the sole basis of cheuical pulp from bagasse., They also
recognized the progress made by ilexico in technological research on the
manufacture of newsprint with a nixture of chemio-mechanical pulp from

bagasse, groundwood and long-fibred cherical pulp.

B. Futufe trends

It was agreed that demand was expected to increase substantially,
The repgion would probably consume nearly 5 nillion tons of paper and
paperboazrd in 1970, and 7 million tons in 1975, which meant that epparent
consunpbion would double between 1960 and 1970 and woﬁld go up by 43 per -
cent in the following five years. Those figures did not include the
future demand for corrugated paperboard boies for packing bananas for

exrort,
/In order
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In order to meet the projected demand, Latin America would have to
make a serious effort considerably to raise production, since if the
larger demand had to be covered by imported products, it would be
difficult to attain the estimated consumption figures,

The projections in respect of production, imports and apparent
consumption of paper and paperboard in 1970 were:

Production 3,653,000 tons
Imports 1,278,000 tons
Apparent consumption 4,931,000 tons

The figures were obtained by projecting demend and comparing that
demand with the production envisaced in each country if the proposed
increases in capacity were effected., The production figures for 1975
were based on the hypothesis that imports would be equal in volume to
those énvisaged for 1970 and the balance of demand in 1975 would be
covered by regional output,

The figures for 1975 were:

Production 5,771,000 tons
Inports 1,278,000 tons
Apparent consu.ption 7,049,C00 tons

As noted from the figures given, Latin ‘merica would not depend
greatly on imports, save in the case of neusprint.

Apparent consumption projections indicated that in 1970 the region
would have to import some 800,000 tons of newsprint, which at current
prices would represent an expenditure for Latin dAmerica of 120 million
dollars,

In the last few years, considerable headway had been made in research
on the use of non-traditional resources in the manufacture of newsprint
(hérdwoods and bagasse), of which there were plentiful supplies in the
region, ‘

The participants considered it vitally important to intensify the
studies aimed at using local resources in the manufacture of newsprint
and thus to provide a solution to the most serious problem affecting the

region,

/It was
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It was estimated that in order to attain the paper and paperboard
production targets, 2,703,000 tons of pulp would be needed in 1970, and
4,422,000 tons in 1975, of which totals only 193,000 tons would be
imported in each of the two years considered., Compared with 1964, it
was noted that the region's denendence upon inports wouvld decrease
considerably, from 373,000 tons to 193,000 tons, Of the latter quantity,
115,0C0 tons wouwld be long-fibred cheuieal pulp. The reduction in imports
would be due to the considerable increase in Chile's exports and to the
expansion plans for the production of long-fibred pulp in the countries
possessing conifer stands (Argentina, Drazil, Mexdico end Central America).

The participants agreed that in order to attain the production
targets envisaged, supplies would have to be drastically increased, The
nrincipal raw material needs would be:

1962-63 1970 1975
Softwoods (solid m) 2,700,000 6,300,000  &,700,000
Hardwoods (solid i) 560,000 1,600,000 3,900,000
Dried bagasse (tons) 540,000 1,500,000 2,700,000

There would tend to be a larger percentage increase in the use of
hardwoods and bagasse, but even so conifer needs would be substantial,
There would be no major difficulty in obtaining bagasse and tropical
woods, but the position with regard to conifers was not very clear.
Although the quantities assumed to be needed would actually exist, some
doubt reimained as to whether the cost of that timber would be compatible
with the price of the manufactured product.

It was estimated that some 600 million dollars would be requlred to
build the proposed mills in 1967~70, which represented only the investiient
in the plant itself, without cownting the infrastructural costs or the
investment in forests and plantations.

The secretariet presented a theoretical study on the way in which
the region should cover the expected production increase of about
2,100,000 tons of papver and nzperboard and 1,700,000 tons of'pulp
in 1970-75., According to the theory nut forward, about‘825 million

dollars could be saved in investiient, and an additional seving of some

/250 million
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250 nillion dollers could be obtained by lowering menufacturing costs if
the plants constructed were of a nore economic size than the average
existing in the region,

The meeting, having regard to the fact that one of the probleus
hampering the development of Latin America's pulp and paper industry
was the shortage of capitel, recommended that in its future development
due consideration should be given to the proper application of the
econormiies of scale, on the beasis of a thorough study of preveiling
conditions in each country. .

Thanks to certain tariff reductions effected in ALALC, intra~Area
trade in specific pulp and paper products had increased considerably from
1964 to 1965, It was encouraging to note the paper exports -~ although
still on a small scale — from Argentina, Colombia and llexico, mainly to
their ALALC neighbours, to say nothing of the established pulp and paper
trade in Brezil and Chile,

There were heartening prospects of increasing the regional trade
in pulp and paper products, particularly newsprint and long-fibred pulp,
of which Chile expected to export large guantities during the next lew
yvears, The prospects were not so bright with regard to trade in the
remaining products, since the majority of the Latin American countries
were large-scale producers of paper and paperboard and satisfied a
considerable proportion of domestic demand, a fact which made it difficult
to grant preferential tariffs for. those products, Cards for data~processing
machines constituted an exception, inasimuch as Argentina and Chile had
installed plants with sufficient capacity to meet the region's total demand,
under the protection of customs tariff concessions,

The participants recommended that the possibility should be explored
of distributing among the various countries, the production of special
types of paper that were now imported, since their production was seriously
limited by the size of the domestic markets, a difficulty which could be
obviated by providing access to a broader regional market,

The circumstances under which the pulp and paper industry had been
established had had an iivortant influence on its present state, which
left much to be desired.

/However, the
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However, the last few years had marked a tendency to modernize and
expand the plants as a result of the drive of sowe of the more active
entrepreneurs,

It was considered that it would be difficult for the existing
situation to change radically without an incentive from abroad, It
was therefore recommended that conditions of effective competition be
created simultaneously through the promotion of new plents of opbtimum
size and through the gradual reduction of the barriers to intra-Area
trade at levels which should be carefully considered, Such work should
proceed within the context of ALALC,

Action of that nature, in order to yield the hoped for results, -
would have to be accompanied by supplementary measures that would pewmit
the existing nills to adapt themselves to the new competitive conditions,
Such measures would include:

(1) Credit facilities for the modernization and expansion of mills;

(2) Fiscal incentives for promoting the amalzemation of enterprises

of wneconomic size and the integration of paper mills;

(3) An increase in the technical assistance facilities extended to

the industry; and

(4) Intensive personnel training course,

The application of one of those neasures on its own uould bring only
a modicum of the benefits that might be obtained, It was therefore essential
to carry out joint and co~ordinated action which would make it pessible to
speed up the iwuch needed transformation of the pulp and paper industry and
the current import substitution process,

The meeting attached great importence to the discussion of the
possibilities for exporting pulp and peper to countries outside the
rezion, In that respect, it wes noted that owing to the rapid development
of the total world pulp manufacturing capacity, marketing conditions might
continue to be difficult for some years to come for nills which were not
selling their products to a protected meritet, However, the long-term
prospects were considered to be better, In spite of Latin America's
growing demend, it was deemed likely that oulp and paper exports to

comtries outside the reglon could be developed on the basis of both

/favourable production
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favourable producticn costs, turning to account the relative advantages
of the low cost of raw material, and exports to protected markets, It
was also established that regional self-sufficiency was not a prior
requisite for exports to other parts of the world, Those noints of view
ought to be taken into account by the secretariat in preparing the final
version of a document on export possibilities,

The participents expressed a desire that ECLA and FAQ should help .
to demonstrate the sector's vast development possibilities in the region,
by making proper use of its forests and plantations.

There was consensus that the region would benefit greatly from the
co-operation of international credit agencies in financing plantations
and improving the infrastructure.

The participants listened with great interest to the report made by
the representative of Brazil to the effect that his country had embarked
on a search for new techniques that would permit its eucalyptus plantations
to be used in the manufacture of newsprint, with the purpose of reducing
production costs and market distortions,

The meeting recoimended that consideration should be given to the
problem of transport in the use of bagasse, since the paper or pulp nills
could not always be located near sugar plantations. Stress was also laid
on the need to make full use of the natural resources with a view to
reducing production costs, as well as to carry out region-wide studies
to determine the sites offering the best possibilities for the development
of the pulp and paper industry.

The observer from the Paper lManufacturers! Association in Uruguay
expressed interest in the application of some type of temporary preferential
treatment or of specific quota systems as an efficient instrument for
pronoting intra~Area trade, a proposal which would be transmitted to ALALC,

The SIECA observer said that the Central American Comuaon Market was
now a fait accompli and would be virtually in full operation by nid-1966
when tariff equalization reached the level of 95,7 per cent in the free-

trade area. The production capacity envisaged for existing projects in
the area exceeded the Common Market demend, lione the less, the projects

could be carried out if possibilities of exporting to Latin /American markets

/were to
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were to materialize, However, that would entail the granting of preferential
tariffs to Central America so as to facilitate its access to the Latin
Anerican markets,

He further emphasized the desirability of a region-wide study on
existing tariffs and their incidence, with a view to co-ordinating them,
in order to present a concerted Latin imerican nosition vis-&=vis the
rest of the world. At the same time, he requested appropriate technical
assistance from the international agencies in the preparation of Central
Aierican projects and the implementation of those already drawn up.

The ALALC observer made a statement regarding the approach adopted
to the pulp and paper studies being carried out by his Association, He
referred in particular to the provisions governing industrial development
adopted by ALALC, the objectives pursued by the study groups and the stage
reached in the work of the Pulp and Paper Group.

The representative of Guatemala said that his country was considering
the installation of a plant for the manufacture of long-fibred pulp, paper
and paperboard with an annual capacity of 100,000 tons., The first stage
of the project would require an investment of 43 million dollars, and the
second stage would involve the establislment of a newsprint plant entailing
an investment of approximately 15 million dollars.

The representative of Honduras informed the meeting that his country
had made considerable headway in a feasibility study for the installation
of an integrated kraft paper mill with an annusl capacity of 100,000 tons.

ITEN IT

Econoiies of pulp and paper manufacture under prevailing Latin American
conditions.

Considerable economies of scale were shown to exist between the mill
sizes with a daily output of 50, 100, 200 and 300 tons, Estimates of unit
costs were based on the use of short-fibred woods, eucalyptus wood, mixed
tropical woods and bagasse as raw materials for the manufacture of bleached
and unbleached pulp and paper, while the study of the cost factors were
based on averages taken from a large volume of data concerning present
operating practices used in various factories in the region.

/The direct
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The direct unit cost (cost of materials, power, labour, supervision)
of the products concerned was found to be low in every case, as a result,
inter alia, of the generally low value, in the region, of the fibrous
materiels selected. Labour costs were also found to be relatively low
in comparison with conditions in North America; even if it was considered
that Latin american nills normelly employed more manpower, labour costs
based on the unit cost of the product were still much lower than in many
other parts of the world,

On the other hand, the indirect factors of total unit cost were
very high -~ a characteristic feature of regional industry because of
the generally high capital costs —~ compared with the industrialized
areas, Horeover, total investment in most of the new pulp and paper
mills was higher than in comparable cases in industrialized areas, where
freight, insurance, personnel training and other costs were lower. The
indirect costs per ton of pulp or paper output at new well~designed mills
were estimated at 50-60 per cent of the total unit cost, and it was
therefore considered important to reduce investment costs as ruch as
possible,

The amount of interest payable on invested capital had a marked
effect on the total unit cost, 4 highly important feature of international
credit was its cost, which was generally lower in respect of interest and
other charges than that of locally-extended credit, Bearing in mind the
large investment involved in new pulp and paper enterprises, the meeting
considered that international credit was one of the most important
instruments for the industry's future development,

The participants recomnended that a study should be made of the
econciiies of scale with a view to including high-efficiency pulping
processes (neutral sulphite and cold caustic soda), as it was considered
that, because of the more favourahle economies of scele in the production
of semi-chemical or semi-mechanical pulp, those processes could be used
to advantage in many small-scale operations,

It was further noted that there was a marked discrepancy between the
economies of scale in partially integrated mills and in the cases considered
in the present report, and it was stressed that a study of partially
integrated mills might provide a sounder approach to the question,

/It was
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It was agreed that the production of other tv2es of paper (besides
those already mentioned) was also heavily influenced by the economies of
scale, e.g., newsprint., It was also noted that not only the marlet but
also the conditions for the sunply of raw materiel were factors affecting
the economies of scale obtained,

In brief, the participants sgreed that the effect of the economies
of scale was of prime inportance for the new industries and that their
nerits should be considered in the light of:

(a) The domestic market, with due regard for the specific conditions

prevailing in each country;

(b) The market of the ALALC countries; and

(c) Markets outside the ALALC area,

There was consensus that the optimum size of plant should not only
be based on the present year'!s markets and economies, but should also be
adapted in the course of time so that a unit would be conceived with a
view to providing the maximum economic benefit during a given period,

Lastly, a stateaent was made by one of the Argentinian observers
in relation to the question of establishing plants of adequete economic
size., Latin imerica lacked an efficient and economic infrastructure in
the way of transport and cormunications, and that precluded the operation
of single large-scale plants. It riight be possible to set up semi-chenical
pulping nills on a smaller scale, and their simultaneous establishment in
several countries would at once be economic and profitable and reduce the
need and shortage of chemical pulp. .

Ancther Argentinian observer proposed that, in the first place, the
studies on economies of scale should be based on a criterion whereby a
balance would be sought between the concept of adequate economic size and
optimum size (which might eventually be an economic size) in countries
owning exploitable economic resources and infrastructural and market
eonditions fayouring the development of their pulp and paper industry;
and, secondly, that the concept of regional integration should basically
take into consideration an equitable distribution of the benefits and
advantages generated by integration.

JITEM III
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ITEN IIT

Questions relating to small incustrv

Two reports on the small-scale pulp and paper industry were presented

at the meeting: Aspectos econdmicos y_condiciones de operacifén de pequefias

plantas de celulosa y papel elegidas en Argentina y DBrasil and Aspectos

econériicos de la modernizacidn v expansién de peguefias plantas de celulosa

Y papel, con especial énfasis en los casos de Argentina y Brasil.

It was pointed out that, while several of the smail mills considered
rnade a profit, others operated at a loss, or their profits were very small,
It was considered that the prosperity of the small mills was attributable
in part to the market protection afforded to them, and to their integration
with paper processing industries, Often the reason for their prosperity
lay in the fact that devaluation in the plant had been such that its costs

amounted to only a fraction of what would be the norm in a new plant with
first-class facilities,

The second report dealt with the technical and other measures that
could improve the onerating conditions of mills. It was noted that in all
the mills studied there were technical factors that detracted from the
total profits, in some cases with serious results., The two studies
indicated that if the anpropriate technical improvements were introduced,
profits could ve raised well above the investment involved., Such measures
could well result in greater wanufacturing efficiency, better quality and,
consequently, higher sales prices, or in an increase in over-all capacity,
the bottlenecks being removed by means of relatively low investnent,

It was noted that in the case of the suall-scale mills, careful
investiient such as that practised in certain countries of the region
had produced satisfactory results, and it was therefore advisable to pay
greater attention to action of that nature. In Brazil a snecial fund
(FIPZLE) had been set up to assist the small and nedium—scale industry.

It was adrinistered by the National Economic Development Bank (Banco
Nacional do Desenvolvimento Econ8mico ~ BNDE), The representative of
Argentina gave several examiples of [inancial aid granted along the same

lines,

/It was
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It was ovserved that small wmills in Uruguay had decided to introduce
specialization into their production programme, wihich had been particularly
effective in restoring the level of profits of Uruguay!s industry, by
reducing the number of types and distributing the manufacture of selected
types of paper among the mills parties to the agreement., The standardization
prograue had now reduced the number of types of paper per mill from over
60 to only 10 or 15.

In snite of the difficult position of the sm=ll mills in general,
there were exanples of some which had succeeded in maintaining a reasonable
return by means of extreme specialization in products that were difficult
to manufacture, or through otlier exceptional mecsures, In all probability,
certain small plants manufacturing specific products would continue to
form a supplementary branch of the industry, whereas others would have to
be transformed or disappear. The specialization trend concerned was also
very much a feature of the industrialized countries,

It was further noted that the swall mills had an important role to
play in the training of technical employees and worliers, and in creating
an awareness of the technological problems facing the country in the pulp
and paper sector,

The meeting concluded that a pro-raume for helning to rationalize
the existing small nills should be co-ordinated with a long~termm plan
for the possible development of larger 1ills, with a view to preventing
the future establishment of inefficient plants that would tend to distort

the industry's general progress,
ITEll IV

Statistical classilication as regards pulvn and paper

The participants considered thot it was imperative for uniform
statistics to exist in all countries of the region on which to base a
correct evaluation of the future prospects of Latin Awmerica’s pulp and
paper industry,

The secretariat presented as an information document the latest
version of the production and trade statistics prepared by the Working
Group of the Special Committee on Pulp and Paper of the Organization

/for Economie
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for Eeonoric Co-operation and Development (OECD), The new classification
had been provisionally zdopted by the countries members of that Organization,
which altogether accounted for approximately 85 per cent of world output

and 80 per cent of world trade in pulp and paper products, At the same

time, the OECD classification had been proposed for adoption by the United
Hations Statistical Office, the Brussels Customs Co-operation Council and
FAO, and it would therefore be advisable to study the possibility of its
application in the Latin imerican cowntries,

Cognizance was taken of the effort made by ALALC to expand and
improve the existing statistics in the member countries and it was
recomiaended that, in so far as possible, the classifications concerned
should be extended to the rest of the Latin American countries, and also
that the production and trade data for the region should be grouped as far
as possible along such lines as to achieve compatibility between the ALsLC
and OECD figures.

It was agreed that the industrial censuses should provide more
details regarding the pulp and paper industry and that uniform regulations
should be established for the data on capacity included in the surveys.

There was consensus that the production data should be standardized,
i.e, it should be expressed in terms of either gross output of the machines
or net saleable output, It was {urther recommended that the statistics
presented by the ECIA/FAO/BTAO Pulp and Paper Advisory Group for Latin
America should list the exports from each country in a separate group,

The representative of Chile proposed that:

(1) In the statistics for production and trade (exports and imports)
at the regional level, a clear distinction should be drawn
between long~fibred and short-ribred chemical pulp;

(2) The statistics for chemical pulp should be classified by the
quality of the fibre, as defined by its various uses, instead
of by the processes for obtaining it, To enter different
items according to the production process would be.justified
only if the manufactured products had different uses. In
that respect, the Chilean delegation requested that a study

/should be
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should be carried out to deterriine whether or not the distinction

between sulphite and sulphate pulps was warranted. If not, it

considered that its elimination would even have favourable

repercussions in the way of an increase in the volume of trade,
(3) National trade statistics should include pulp and paper

products in transit,
ITEM V

Pulp and vaper research in Latin America

The meeting showed great interest in the document on the present
state and development of research on pulp and paper, and the services
related to the technology and vrocesses used in the industry. A study
was made of the capacity for research of the wost important national
institutes in the region possessing pulp and paper research sections,

Latin inericals pulp and paper industry, concerned as it had been
with expanding its capacity, had had relatively few opportunities for
technical consultation and for applizing the results of research in its
development process, ZExponsions had been based cenventionally on such
factors as the market and rew material, and only incidentally had
technological factors been talien into account, Iost of the knou~how
used in expanding the industry continued to be imported.

here were many signs that the situation was changing, in that
technological factors would have a wuch stroncer influence on operatlonal
activities in the future, The factors of technical influence were acquired
through skill in the plant itself, or through consultations abroad. The
technolozical factors included technology; process and quality controlj
new technijues for pulping, fibre use and paper manufacture; new uses for
products; products with unusual properties; and the methodology of the
processes involved,

Applied research was a highly significant aspect of technical
advisory services. 4 lafze proportion of the advisory assistance should

be based on laboratory work and the results obtained by pilot plants.
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It was considered that the procedure hitherto followed of importing
technical know-how and neglecting the potential offered by the national
research institutes could hardly continue. In order to make the .i:0st of
the existing research potential in the field of pulp and paper, it was
necessary to determine the real position of the industry with regard to
production problems related to technicues and technology. The turning
to account of local research would do much to enrich national. experience,
inasmuch as it would help to develop industrial efficiency and versatility,.

It was considered in the national interest to establish State
research institutes and keep them alert to the technical and technological
problems arising in industrial operations or in certain aspects of
industrial expansion., It was logical for the industry to help finance
such institutes, Therefore, it was agreed that their joint financing
would be in the interest of both the country and the industry.

The system of joint financing could take many different forms,

If a number of pulp and paper sections were devoted to research in
that field, the cuestion of financing would be reduced to the sector's
share in the budget, orgenization and work programme of the institute
concerned,

It was noted that the industry was responsible for iwuch of the
research carried out in Hexico, In view of the size of the pulp and
paper industry in Argentina and Brazil, a similar system was reco.mended
for those two countries,

It was estiicted that the cost of research and related services
in Latin America ranged from 0,10 to 0,15 per cent of gross income,
vhich was regarded as completely inadeguate from the standpoint of
providing satisfactory services., That view was borne out by the analysis
of the research facilities and the results obtained in the pulp and
paper sector, They were neither good enough to be applied to the industry,
nor vere they useful at the national level, The same could be said of
nost of the research undertaken in the region, with the obvious exception
of lMexico, and that served to confirm the conclusion that the capacity
for research on pulp and paper in the rest of Latin Anerica - whose total

production capacity was much larger than ilexico'!s -~ was utterly inadecuate,
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The annual investinent that would be needed in Brazil and Argentina
to bring their research services into line with llexico's was estimated
at 550,000 and 400,000 dollars, respectively.

As a corollary on the cost of research and allied services, it was
considered that if they represented 0.25 per cent of total sales a
process of self-generation would take place which on its own could
absorb the gradual increase in the work and advisory services requested,
Below that figure there would be no such process and the research would
prove relatively wmore expensive inasmuch as 1t would be less effective
and more incidental.

National research at the proper level of financing, i.e., the level
at which self-generation would come from within, was considered an
adecuate basis for the creation of a gystem of regional comunication
with a view to a regular exchange of results and ideas and to discussion
of the specific nrogress made in research.

The shortage of trained rescurch personnel to uadert:lie the wide renge
of tasks involved, especially in industrial research programmes, might be
a serious obstacle to the rroper develoment of the work done by the
research institutes, It should be borne in mind that industrial research
and related services reguired additional personnel, with perhéps nore
experience than that of wost of the nationai pulp end paper sections.

Diversification of the research capacity to cope with inhumerable
industrial problems was deeied to requiré technical and financial
assistance through international banks and bilateral aid programues
with the Governments of North America and Europe.

The participants agreed that the following represented subjects
of immediate end vital interest to Latin America's pulp and paper
sector, and considered that, properly organized, the items in question
nerited financing by groups of industries or by the industry as a
vwhole: . _

(a) Chip groundwood of eucalyptus and other fast—growing tropical

and sub-tropical species;

(b) High-periormance nulping processes (semi~mechanical and

semi~chenical);

/(c) Advanced
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(e) Advanced processes for pulping bagasse;
(d) Industrial and economic aspects of pulping and of bleaching
nixed tropical woods;
(e) Production of paper at high speeds from mixtures containing
a high proportion of short-fibred pulp;
(£f) Provision of instruments and machinery for the processes
involved, and supervision of the said processes, and
(g) Standardization of laboratory trials and pulp and paper norms.
The representative of Mexics gave some basic details of the research
conducted by Mexican institutes on the use of the medium- to long-fibred
Yucca brevifolia (the Joshua tree) grown in the desert areas of San Luis

Potosi. Research had been undertaken into pulping with small cquantities

of water, by means of the cold caustic soda process, with lye recovery,

Another outstanding aspect of Mexico's research consisted in a prolonged
study of the use of bagasse for the production of newsprint by means of

a two-stage semi~chemical process. The studies were aimed at using

100 per cent pulp from bagasse, a target which llexico expected to reach

shortly,

A third field of activity, conducted at a pilot plant, was the
development of a soluble-base sulphite (Mg) process for mixtures of
tropical hardwoods. The vrocess had been developed at the reqguest of
8 private firm and later patented. The wood used had been obtained
from the State of Chiapas, where the forests contained some 250 wood
species, It was considered that such research work, combined with the
experience gained at the tropical hardwood plant in Colombia and the
extensive work under way in Guayana, Venezuela, came to provide a
solution to the problem of forests with uixed tropical species.

The representative of Drazil revnorted on the steps takeﬁ by his
Government to encourage technical and scientific research in the
training of technicians through the creation of a special fund (FUMTEC)
adninistered by BNDE for the financing of post-graduate courses and

vilot research projects,

/The representative



E/CN,12/755
Page 195

The representative of ..rgentina recommended the closest co-operation
in the standardization of test methods in the countries of the region. In .
view of the present difficulty of comparing results from different sources,
whether in researéh or cuantity or guality control ~ in purchases of pulp,
for instance ~, a regional system was essential in order to facilitate
the exchange of such information.. Attention was also drawn to the need
to specify the triel methods used, whafever they might be,

The meeting took note of the view expressed by the representative
of Argentina to the effect that most of the manufacturers in the region
sold their pulp either without being officially =nalysed or after an
incomplete analysis of their own, The small mills found it esxttremely
difficult and sometimes uneconomic to control such analyses, and to effect
trials in the case of swmall cuantities. There were no official inspectors
to control Latin America's imports of raw materials, It was therefore
suggested that pertinent regulations should be drawn up according to
regional mill needs, which would take into account the reasonable interests
of 11ills purchasing small quantities., That was an important measure
whenever imports from outside the rezion (which wére generally sent with
quality and quantity certificates) were replaced by Latin American productse
In that respect; there ware many discrepancies in the definition ef norms
and in the norms themselves, which made comparison difficulte

With regard to the develomment of pulp and paper research and its
standardization, the representative of Argentina proposed that the
international organizations should approach the appropriate international
financing agencies with a view td the creation of special credit facilities
for the installation or expansion of laboratories for the pulp and paper
industry in those countries that had attained or were able to attain a

given level of development in that sector,

ITRM VI
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ITEM VI

Need for technological education and training in Latin America's
pulp and paper industry

The meeting heard a summary of the secretariat report on the need for
special programmes for training engineers and technicians for pulp and paper
plants, The quantitative and cualitative development of the industry
between 1965 and 1975 would require the establishment, on a co-ordinated
basis, of technical training schools at the university, technical and
vocatjonal levels. That need was all the more urgent because of the slow
improvement in the cuality of paper products, and the gradual expansion
of domestic and regional markets.

The total number of administrative staff, engineers, and chemists at
the university level, and technical staff at the intermediate level,
needed for the new posts resulting from the total expansion of the industry
in the region, were estimated at 30-45 administrative staff, 60-80 engineers
and chemists, and 120-160 technicians a year. All could benefit by a
detailed knowledge of pulp and paper production processes in order to carry
out their task of plant and process supervision and product control.

The calculations for individual countries showed that the number
needed per year was 12 technicians and 7 engineers in Argentina,

30-40 technicians and 15-20 engineers in Mexico, and about 40 technicians
and 20 engineers in Brazil, all with a knowledge of pulp and paper
technology.

At the university level, an optional course in pulp and paper
technology wuld be needed at the main university in Brazil, and it was
believed that a similer course would be desirable in Argentina. In Mexico
and Chile courses on pulp and peper problems already existed. The meeting
regarded the arrangements for specialized higher education in this field
now under consideration in Mexico as very satisfactory, since the students
would be able to follow courses and also spend some time doing practical

work at national research institutes.
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The quantitative calculations at the intermediate level showed that
special schools on pulp and paper technology were needed in Brazil and
Argemtina, and that they would also be desirable in Mexico, where they
would replace the courses available at the Polytechnic.

No changes were proposed in the Chilean schools, because of the
small number of technicians needed in Chile, and because the two
universities were already providing instruction on the subject. One of
the universities was working out a more practical education at the technical
level,

The region undoubtedly needed one or two institutes of broad scope
that could provide education in the pulp and paper field at the university,
technical and vocational level, give courses in the mills, and alsoc provide
technical assistance to the industry and undertake industrial applied
research sponsored by industriel firms., Nevertheless, it appeared that
the best basis for a regional system of education in the field would be
to establish small cemtres in each country and ensure close relations
with programmes of apnlied research, as far as possible.

The meeting noted that as yet there was no literature on pulp and
paper technology in the languages of the region, and urged that translations
should be made of such books as could be used in courses at the intermediate
and wniversity levels: it was considered that the two volumes sponsored
by TAPPI (Technical issociation of the Pulp and Paper Industry) in the
United States were the most suitable, However, those books required some
adaptation, especially as regards subjects of special interest to the
region, such as bagasse pulp, seni-chemical pulp, pulp made from tropical
woods, chip grouncwood, etc.

Mention was made of the major role that could be played by national
technical associations such as those in Mexico and Argentina,

The meeting agreed that it was necessary to establish intermediate
level schools in Brazil and Argentina, and possibly in Mexico, and that
Chile would need integraeted pulpn and paper courses at the intermediate
level. The main universities of Brazil and Argentina could include

specialized pulp and paper courses in their curricula.
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It was desirable to aim at the maximum integration of specialized
education courses anc research in this field, in order .to takeAfull
advantege of the investment in machinery, facilities and teachers. In
addition to the improvement of the existing schoois, a regional centre
should be established for the specialized training of postgraduates in
pulp and paper tecknology. The centre should combine its teaching functions
with industrial research functions. However, it was considered that for
the moment that would be difficult to achieve,

In terms of direct action to improve ‘the technical knowledge of
plant workers, the meeting recomuended a system of training of technicél
staff bty means of a series of courses in the plants. The meeting took
note of a proposal for a seminar submitted by the Chilean industry, with
the aim of working out a system of courses adopted to conditions in Latin
America that would subsequently be made available to the other countries.,

The repfesentative of Argentina recommended that the international
agencies should consider establishing in Buenos Aires a technical institute
for the trairing of Pulp and Paper Industry technicians, conferring a
degree which would be recognized by the other countries in the region,

He also recoumended that the competent:internatiohal agencies should
arrange for the granting of fellowships in countries where the‘industry had
reached an advanced level, with a view to providing specialized and higher
training for technicians from the various Latin Americen counﬁries._‘ ‘

The representative of Brazil referred to the situation of specialized
education in his country, and to his Govermment's official request for the
establishment of a »nulp and paper school in the State of Sao Pauio. His
Govermment was aware that it must join with private industry in financing
a fund for the purpose of establishing such a school, International aid
would take the form of technical assistance, The meeting agreed that close
co-operation between specialized education and research in the pulp and
paper field was highly desirable.

The meeting noted that the training of workers should form part of

the regular curricule of technicel schools such as those referred to above,

/The observer
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The observer from Uruguay advanced a somewhat different view on the
organization of education in the pulp and paper field., He put forward the
following propossl:

"It is considered desirable to establish two types of school, one
at the intermediate level and one at the university level, '

At the first stage the two types of school would have the aim of
providing higher trzining for techﬁicians working in the pulp and paper
industry, or who wish to enter the industry, and consequently at both levels
the course would be for only a year.

The intermediete course could be established in three countries,
Argentina, Brazil and Mexico, where the industry is most highly developed.
The university level course could be established in Mexico.

At a second stage, the schools could be expanded so as to provide
courses of three or four years, in order to offer a recognized degree and
training in accordence with the increased complexity of present-day and
future machinery, |

It is considered advisable that in all cases entry to these schools
should be preceded by a period of training or work, or both, in pulp and

paper mills,"

ITEM VII

The financing by national institutions of the development of the
pulp and paper industry

The meeting noted that the aim of the document on this item was to .
provide a picture of the possibilities that the various countries could
offer of obtaining finance for the pulp and paper industry from domestic
sources. The document covered Argentina, Brazil, Central America, Chile,
Colombia, #icuador, Paraguay and Venezuela., During the debate the Peruvian
system of financing vas also discussed.

It was considered essential that domestic credit should be available
for the development of the industry, and that the granting and administration
of such credit should be in the hands of national officials, because they
understood development needs both in specific areas and in the country as

/a whole,
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a whole, and hence such an arrangement would ensure that the best use
was made of the funds aveilable, From that standpoint it did not matter
whether the funds were domestic or foreign.

The total period for smortizetion of loans to finance the construction
of new industrial units raenged from five to twenty years, in the cases
considered in the document., The lowest rate of annual interest on the .
unpaid balance was 6 per cent, and the highest 15 per cent, In many
cases the recipient had to pay 1 or 2 per cent as a charge for the
granting of the loan and its supervision. The portion of the total .
investment for which financing could be obtained ranged from 50 to
100 per cent. As a general rule part of the working capital needed was
also provided, In many cases the loan covered a wide range of needs,
including preinvestment snd engineering studies, As a general rule the
only items excluded were refinancing of existing debts and the financing
of the repair of existing plant and machinery, As a genersl rule the
institution providing the loan also provided the necessary guarantees
to cover external financing.

In some countries an exchange adjustment (to compensate for inflation)
ves applied to loans in sccordance with the changes in the purchasing
power of the currency concerned.

The financial institutions were also empowered to participate as
shareholders in new enterprises, and in some cases participation could
amount to ownership of the total capital. In addition, in some countries
the financing agencies could meet the costs of building the plant, and
subsecuently rent it to the company with an option to purchase.

On the whole, the meeting considered that domestic financing of
pulp and paper industries was well administered, in accordance with
established rules and practices, which varied little from country to
country.

The meeting noted that some countries had established special
loan and finance institutes to finance small and medium scale industry,
and that in many cases the large-scele projects were financed from

foreign sources, in the form, for example, of the provision of machinery.,

/Since the
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Since the integration of small mills often provided better
operational conditions, even though the size of the mill did not permit
economies of scale, the meeting recommended that national financial
institutions, when granting loans to existing medium and small scale
mills, should encourage integration and specialization and, in the
case of loans to new enterprises, should regard economies of scale as
one of the basic criteria,

With respect to the financing of tree planting and the infrastructure
often needed when a pulp and paper plant was being built, the meeting
considered that local funds were usually inadecuate, and recommended
that international financial institutions should provide the necessary
funds for such projects, preferably in the form of long-term loans
at low interest. In that connexion it was considered advisable to
determine how economies of scale and an equitable distribution of earnings
were 1o be calculated, when new plantations were made in areas where
agricultural and forestry development were to go hand in hand.

The meeting also noted that the benefitiaries of certain foreign
credits had a limited field of choice for the purchese of machinery
and equipment for their mills, That could be justified where certain
manufacturers produced machinery specially adapted to particuler
conditions, but since modern technology was in the public domesin, there
should be complete freedom of choice in selecting machinery.

The meeting drew attention to the fact that domestic financial
policies were often not in line with the needs of regionrl integration.
Thus, for example, such policies might permit the establishment of
competing mills within a single market area in excess of the restricted
number of mills that it could support, The meeting agreed on the clesr
need to relate and reconcile such policies with a view to avoiding
investments on which a reasonable return would become impossible when
regional integration was achieved.,

/ITEM VIII
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ITM VIII

Packaging and industrialization in latin America

The meeting discussed the role of paper products for packaging in
the industrisligzation process in Latin Americe. Wrapping materials
constituted a high percentage of the totsl pulp and paper consumed, and
hence a study of the market for those products would be of special
interest,

The meeting found the preliminary study submitted on the subject
to be of value, The report dealt mainly with the demand for corrugated
paperboard and paper bags, which was expected to rise at the annual
rate of 8.4 and 5.4 per cent, respectively, over the next ten years.

The meeting emphasized that rapid economic and technical changes
were greatly affecting the packaging methods used in the region. The
rapidity of those changes and the lack of reliable statistics hampered
studies in that field., Nevertheless it was considered possible, and
useful, to continue studies on packaging, and the secretariat was urged
to continue the work as far as possible., Within the broad field of
packaging, it was suggested that the following particular problems
should be studied:

(a) The use of paper bags for sugar packaging

(b) The technical features considered suitable for the various

types of packaging and products ’

(¢) The degree of present and foreseeable replacement of peper

by plastic materials, for both economic and technical reasons.

The meeting recammended that for the purpose of facilitating

work in that field, any packaging studies undertaken in the countries

of the region should be made available to the Pulp and Paper Advisory
Group for Latin America,

/ITEM IX
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ITEM TX

The dissolving pulp industry in latin America

The meeting discussed in detail the evolution of the dissolving
pulp industry in the region. Initially, apparent consumption of
dissolving pulp had been at a modest level, but between 1960 and 1965
it had accelerated rapidly and increased by 50 per cent. At first
the region had been largely dependent on external sources for meeting
demand, but at present regional production was sufficient to supply
about 50 per cent of apparent consumption.

The participants recognized that the region was exceptional in
that the raw materials used to produce its dissolving pulp, were almost
exclusively cotton linters, which represented only a small fraction of
the raw materials used for the purpose in other parts of the world,
where wood was the main raw material used.

Although nine countries in the region used dissolving pulp for
production of various items, only three, Argentina, Brazil and Mexico,
produced dissolving pulp.

In Argentina, despite an expansion of domestic demand, output
had fallen off considerably in recent years, and even in 1965 was below
the 1959 level, That was due mainly to a series of adverse factors,
including a rise in the cost of the raw material (cotton linters), the
_obsolete machinery used, and the small size of the mills, all factors
that had reduced the profitability ef production, despite the existing
tariff protection., A tynical example was a mill with an annual
production capacity of 20,000 tons that was now being used for producing
other types of pulb.

Brazil wazs the main consumer and producer of dissolvingvpulp in
Latin America. Although Brazil had a iarge market and adequate resources
(eucalyptus), the industry had not developed on the scale that might
have been expected, mainly because of the depression of the demestic
market in 1963 and 1964, and the difficulty of obtaining finencing on
a sufficient scale,r However, there were grounds for believing that by
1967 those adverse factors would have been overcome, and that consequently
the construction of the proposed new plant could be undertaken.,

/Mexico was
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Mexico was in an exceptional position as the sole exporter of
dissolving pulp in Latin America, but the volume of imports greatly
exceeded its exports. The industry used only cotton linters as the
basis of production, and that type of dissolving pulp was in great
demand in the United States market. ,

Although the region constituted a large market, the prospects
of any increase in intra-regional trade was hampered because many of
the Latin American users of the products were subsidaries of international
companies that provided their own raw material.

The meeting listened with interest to the conclusions of the
study ‘on possibilities of Latin American exporting pulp products,
which appeared promising,

The meeting recommended that, since in some countries of the
region long-fibre woods were not abundant, priority should be given

to the production of dissolving pulp from the short-fibre woods
available in the region,

ITEM X

Chip groundwood and possibilities for its application to newsprint
manufacture in latin America

The meeting discussed in detail the problems that faced the region
in raising the level of output of newsprint in order to avoid the
considerable drain of foreign exchange entailed by rising imports.

The participants examined the prospects of using the short-fibre materials
that are abundant in many countries of the region., A document submitted
to the meeting listed a number examples of successful use of pulps of
broad-leaved species in the manufacture of newsprint in some mills in
other regions. Such methods were relatively recent innovations, and

the meeting agreed that technical studies on the subject should be
pursued with a view to arriving at firm conclusions.

The meeting noted with satisfection that considerable research
work had been carried out in Mexico on the ﬁse of bagasse, sand that
the work was being continued. The relatively new process of producing
mechanical pulp in disc refiners was regarded as offering interesting
possibilities for the use of low-cost broadleaved species to produce

/newsprint, That
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newsprint, That technique was already being used, and the meeting was
interested to learn that some preliminary experiments in the production
of newsprint had been made. The representative of Brazil said that the
Brazilian Development Bank (BNDE) intended to ask the help of the United
Nations Special Fund for a research project in that field, with a view
to arriving at conclusive results. The meeting was aware of the value
of a study of that nature, and believed that the results would be of
great interest to the other countries of the region. It was noted that
the production of chip groundwood was of interest even in relation to
the manufacture of types of paper other than newsprint, and that some
experiments in that field had been made in the region., Although the
conclusions reached in a given study could not generally be applied
immediately to other cases, the meeting considered that it would be
most useful to exchange information between the Latin American countries
on that newly developing technique.

ITEM X1

A, Recommendations for the future programme of the Pulp and Paper
Advisorv Group

B. Recomnendations for the next Regional Pulp and Paper Conference

The secretariat subtmitted to the meeting a brief summary of the
work carried out by the Advisory Group since 1955, when it was first
established, and asked the meeting to make recommendstions on the work
to be carried out in future, and on the agenda of the next Pulp and
Paper Conference.

The secretariat slso informed the meeting that a letter had been
received from the Mexican Association of Pulp and Paper Technicians
(Asociacién Mexicana de Técnicos de las Industrias de la Celulosa y
del Papel - ATCP), stating that the Association was interested in having
the next Regional Conference held in Mexico, and was taking steps,to
obtain the Mexican Goverrment's support for that proposal,

The representative of Chile sulmitted the following coﬁments and

recommendations to the meeting:

/Considering:
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Considering:

That the analysis of the documents submitted to the Review
Consultation on Pulp and Paper Development in Latin America, sponsored
jointly by ECIA, FAO and BTAO, show that the region's principal
deficit in paper is in newsprint (see document E/CN,12/718/Rev.l,
table 14~5);

That according to these documents installed capacity in 1964 was
379,500 tons a year, while actual production was 219,324 tons, which
means that only 58 per cent of capecity was being used;

That in the projections to 1970 the only increase in capacity
proposed is an unspecified plent samewhere in the southern States of
Brazil, with an annual capacity of 70,000 tons;

That according to the above-mentioned projections, by 1970
production in the region will be 423,000 tons, with an installed
capacity of 449,500 tons, assuming a 96 per cent utiligzation of capacity,
as against the 58 per cent utilization referred to above;

That despite this high level of utilization, it is estimated that
the region will need to import 815,000 tons in 1970, with a value of
over 120 million dollars;

That by 1975, if it is assumed that volume of imports remains
unchanged, the region will have to more than double its output of
newsprint;

That in view of this assumption, which was not discussed by the
meeting, and of the low utilization of installed capscity and the slow
rate of development of this branch of the paper industry compared with
other branches, there must be additional factors responsible for this
slow development that call for more detailed study, even though they
have been touched on in the documents submitted;

That the volume of the outflow of foreign currency, which has been
estimated on what appears a rather optimistic basis, makes it essential
to study this aspect of the paper industry in detail;

That this lack of development in the newsprint industry may be due,

inter alia, to the lack of tariff protection and the marketing policy
for this item; '

/That in
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That in the more economically developed countries, especially France
and Italy, measures have been taken by the Government to encourage the
developmnent of newsprint production without adversely affecting the
interests of the consumer;

That the magnitude of the newsprint deficit, and the poor prospects
of develomment, as described in the document submitted, between 197C and
1975, mean that there is little likelihood that the increase in output
can attain the level adopted in the hypothesis, and that this fact affects
the validity of the conclusions in the document submitted;

That the regional pulp and paper industry has shown sufficient
initiative and capacity to become self-sufficient, and that consecuently
the lack of development in the newsprint sector must be due to other
causes or factors thet therefore need thorough investigation;

Recommsgggz

1., That ECLA and FAO should prepare a special report on the existing
situation in the newsprint industry, the causes of its slow development,
and the measures that should be taken to encourage newsprint production
in Latin America;

2. That as soon s possible a special meeting should be convened,
no later than December 1966, to study and analyse the report in question,
with a view to recommending possible measures to Governments;

3. That in future pulp and paper studies, the subject of newsprint
should be treated separately.

The second recomnendation made by the representative of Chile was
as follows:

Considering:

That the studies and documents prepared by ECLA are most useful for
the purpose of an extensive advance knowledge of the market that can
serve as an incentive to invest in particular branches of the pulp
and paper industry in the region;

That as regards pulp it is advisable to define the markets according

to the procedure used in producing the pulp;

/That it
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That it is also advisable to consider the possibility of replacing
one type of pulp by another, for the purpose of determining the real size
of exclusive markets;

Recommends

That ECLA should consider the possible uses and probable substitution
of each of the different qualities of pulp.

‘ The foregoing recommendation relates in particular to the replacement
of sulphite pulp by sulphate pulp, those two being the most important types
of pulp.

The Argentine representative put forward the following recommendation:

"In view of the opinions expressed during the statenents iade on

17, 18 and 21 March, the Argentine delegation wishes to make the

following recommendation:

That FAO and ECLA should recommend greater willingness on the part

of international financial agencies, in particular IDB, the Eximbank,

The International Finance Corvoration, AID, and other competent

bodies, to grant loans for projects for the expansion and development

of forestry and of the pulp and paper industry in Latin America,

with due regard for the advantages offered by each country in terms

of climate, ecology, techniques and economic situatione"

The above recommendation was supported from the floor by the
representative of Ecuador,

The Cuban representative submitted the following comments and
recommendations:

"Considering:

1. That many countries in the region could develop a paper industry

on the basis of the supplies of bagasse available from the Latin

American sugar industry;

2+ The cost of bagasse in terms of its fuel replacement value

at the sugar mills; ’

3. The possibilities of obtaining surplus bagasse from sugar

production for use in the pulp and paper industry;

/Recommends 3



%/CN,12/755
Page 209

Recommends s

That the Pulp and Paper Advisory Group carry out a study on the

economy of the baling, storage and transport of bagasse for use as

a source of ﬁulp."

The observer from Uruguay submitted.the following recommerdations:

"With respect to report IV/2 on packaging and industrialization

in Latin America, the Pulp and Paper Acdvisory Group is recommended

to continue its studies on this subject in order:

1. To determine the technical characteristics considered suitable

for the various types of packaging and products;

2. To deteriine the present and foreseeable replacement of paper

by plastic materials, for both economic and technical reasons."

The representative of Ecuador submitited the following recommendation
to the meeting:

"Bearing in mind:

1. That the conifer resources of the regioh are either exhausted

or so located as to make their exploitation difficult;

2. That the above-described situation has made it increasingly

necessary to resort to non-conventional fibre resources;

Recommends:

That the Pulp and Paper Advisory Group should intensify its studies

on the use of non-conventional resources (mixed tropical hardwoods,

bagasse and banana-stalk fibre) for the production of paper, corrugated

paperboard and paper products.‘

The representative of Guatemala submitted the following comments
and recommendations:

f"Bearing in mind:

1. The need for supplies of newsprint and other types of peper
made fromn long-fibre pulp;

2. The possibility of using mixed short-fibre tropical herdwoods
and bagasse, both of which are available in the region;

3. The technological research carried out by the institutes

concernec in Mexico and Brazil:

/Recommends that
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Recommends that the Pulp and Paper Advisory Group should:

Use its best endeavours, over the short term, to see that the

region!s unexploited conifer resources are utilized;

Compile data on this subject relating to the use of short-fibre pulp for
the production of newsprint and other tipes of baper currently
manufactured from long fibre pulp, and submit to the next conference a
technical and economic study of this possibility. This would obviate
the installation in the immediate future of inefficient plants in the
region with the sole aim of import substitution.®

The representative of Venezuela made the following recommendations:

"Bearing in mind:

1. That a sufficient supply of long-fibre raw materials is of

vital importance for the development of Latin America's pulp and

paper industry;

2. That in some tropical countries of the region, plantations of

certain types of conifers could contribute, on a satisfactory

technical and economic basis, to the local supply of long-fibre pulp;

3. That the forestry, technical and economic aspects of such

sources of long-fibre pulp for the paper and pulp industry have

not been sufficiently studied or widely discussed;

Decides:

1. To welcame FAO's decision to include in its next symposium

the subject of vlanned reforestation, and the fact that the item

will cover reforestation of tropical conifers;

2, To invite the Advisory Group to carry out studies on the

technical and economic aspects of tropical conifeirs as a source

of long-fibre pulp for Latin America's pulp and paper industry."

The observer from ALALC recomnended that there should be co-ordination
between the various pulp and paper studies in the region, with a view to
avoiding duplication of effort.

The meeting requested the Executive Secretary of ECLA and the Director
General of FAO to take the above recommendations into consideration, to the
extent permitted by the resources and time available, in drafting the work
prograime of the Pulp and Paper Advisory Group for Latin America, and in
drawing up the agenda for the next Regional Pulp and Paper Conference,
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