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1 . I n t r o d u c t i o n . 

Although t h i s r e p o r t r e c a p i t u l a t e s c e r t a i n da t a and concepts 

contained in the Economic Survey, i t vas f e l t  that- t h i s was 

necessa ry i n order to define  t h e problem more sharp." y end to a i d 

t he Commission I n i t s cons ide ra t ion of  s t e p s t h a t might be taken 

to exnand t r a d e . The f i r s t  s ec t i on p r e s e n t s a b r i e f  d e s c r i p t i o n 

of  t he p r e s o r t s i t u a t i o n ; t h i s i s followed  by an a n a l y s i s of 

fu tu re  t r a d e p o s s i b i l i t i e s with Europe, vdth North America, and 

wi th in the reg ion ; l a s t l y , t h e r e i s a d i scuss ion of  t he problem 

of  t r a d e and payment mechanisms. 

The Commission ma v wish to s e t up a permanent Committee on 

Trade t o explore the p o s s i b i l i t i e s of  t r a d e expans ion . There 

would seem to be t h r e e a r e a s cf  work fo r  such a committee: 

a) I t could malee s t u d i e s , in c o l l a b o r a t i o n vdth t h e governments, 

erf-ike  export p o t e n t i a l i t i e s and of  probable import 
f 

requirements or thp Lat in American c o u n t r i e s during t he 

next few  y e a r s . The problem o r e t b i t t i n g with any degree 

of  accuracy trie import requirements p r e s e n t s many dîffïcïïitiég--

and. hazards , but a d e t a i l e d a n a l y s i s of  current t r e n d s p lus 

the needs for  spec i f i c  development p r o j e c t s now under way 

or planned for  t he nea r fu ture  would be use fu l  i n any 

effor t  t o expand t r a d e . 

b) By coord ina t ing i t s e f fo r t s  vdth o the r organs of  t he United 

Nat ions , i nc lud ing the Committee on t he Development of  Trade 

/of  t he Economic 
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of  t h e Economic Commission for  Europe, the committee may-

be ab le t o l ay the groundwork for  t r a d e n e g o t i a t i o n s between 

Europe and t h e Lat in American c o u n t r i e s . Major a d j u s t m a i t s , 

w i l l probably have to be made i n the t r a d e r e l a t i o n s between 
a 

t he two con t inen t s ; i t i s h ighly improbable t h a t t he I .a t i n 

American coun t r i e s a c t i n g independent ly w i l l be ab le to 

achieve a l e v e l of  t r a d e commensurate with t h e i r export 

p o t e n t i a l i t i e s t o Europe, 

c) The o p p o r t u n i t i e s for  i n c r e a s i n g and s t a b i l i z i n g t r a d e 

wi th in the Western Hemisphere might a l so be explored by 

the committee. V rith r e s p e c t to i n t r a - L a t i n American 

t r a d o , a d e t a i l e d stud-"- of  the f a c t o r s  a f f ec t ing  t r a d e , 

inc lud ing r e s t r i c t i v e measures now i n force  and methods 

of  s e t t l i n g b a l - n c e s , could be h e l p f u l  i n suggest ing 

measures to l i b e r a l i z e t r a d e . 

2 . Tho Present S i t u a t i o n . 

S ta ted i n i t s s imples t terms t h e d i s l o c a t i o n s of  vrorldk t r a d e 

a r i s i n g ou t of  the war p re sen t Lat in toxica with two fundamental 
/ 

problems. One i s how t o r e s t o r e i t s t r a d i t i o i a l t r a d e p a t t e r n s 
» 

with Europe ,?nd make i t s e l f  l e a s dependent upon do l la r r e sources ; 

tho other" I s concerned with t he effect  of  t r ado maladjustments 

on the i n t e r n a l economies of  the region and how t r ado may ^ 

expanded to serve the needs of  i n d u s t r i aKrf.  c u l t u r a l 

dovelorancn t . Desp i t e tne favourable  t r a d e cond i t ions , i n terms 

: c r i c r s and volume (with c e r t a i n no tab le e x c e p t i o n s ) , which 

have e x i s t e d for  the pas t t h r e e year^,, La t in America cannot 

look forward  vdth any assurance to s t a b i l i t y in i t s ex t e rna l 

1 / Tho term " indus t ry" or " i n d u s t r i a l development" i s used in 
t h i s paper to inc lude t r a n s p o r t and communications, power, 
mining and c o n s t r u c t i o n , as we l l as manufacturing. 

/ t r a d e . 



t r a d e . This p ives r i s e to fundamental  ques t ions regarding La t in 

America 's fu ture  t r a d e . V i l l Europe earn s u f f i c i e n t  d o l l a r s to 

pay for  Lat in American export su rp lu se s when t he European recovery 

programme i s terminated and, i f  n o t , v i l l Lat in America be ab le 

to balance her t r a d e vdth the United S t a t e s as wel l a s v i s - a - v i s 

Europe? Wi l l p r i c e s of  foodstuffs  and raw m a t e r i a l s f a l l  i n 

r e l a t i o n to p r i ce s of  manufactured  products in the yea r s 

immediately ahead? Wi l l Latin America be able t o expand 

product ion and expor ts i n o rde r to support i t s grcving popula t ion 

and i n d u s t r i a l development programmes? L a s t l y , >;-...t effect  w i l l 

t h e s e development p r o j e c t s i n r e l a t i o n to t r a d e have upon 

u t i l i z a t i o n of  resources and manpower, upon t a r i f f s  and t r a d e 

agreements, exchange con t ro l s and currency deva lua t ion? 

Before  the war approximately 50 pe r cent of  Lat in America1 s 

t r a d e was vdth Europe-••aid a l i t t l e l e s s than 50 per ccnt with t he 

Vcstern Hemisphere. Exports to Europe averaged from  50 per cent 

+>o 55 per cent of  Lat in America's t o t a l expor t s ; impor ts from 

Europe were from  45 per cent to 50 per cent of  the t o t a l . The 

Argent ine , whose exnor ts made up roughly 30 per cent of  the t o t a l 

for  Lat in America, de l i ve red about 75 per cent of  i t s expor ts t o 

Europe; Bolivia was even more dependent upon European t r a d e , wi th 

90 per cent of  he r expor ts going to t h a t a r e a ; Uruguay and Chile 

sent 60 pe r cent ; 3 r a z i l and Peru over 50 pe r c e n t . The imports 

of  these coun t r i e s from  Europe were more o r l e s s p ropo r t i ona t e t o 

t h e i r e x p o r t s . Lat in America's expor ts to the United S t a t e s 

during the prewar years c o n s t i t u t e d from  25 per cent to 30 pe r 

cent of  i t s t o t a l e x p o r t s , while obout o n e - t h i r d of  i t s t o t f l 

imports d a r i v i d from  the Cni ted S t a t e s . The t r a d e of  Cuba, 

Dominican Republ ic , Mexico and Cen t r a l America was predominantly 

vdth the United S t a t e s . 
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In 1947 Lat in 'jnerica rece ived over GO per cent of  i t s 

imports from  the United S t a t e s and l e s s than 20 per cent from 

Europe. On the o ther hand, 40 per ccnt of  i t s expor t s v/ent to 

Europe and another 40 pe r cen t to the United S t a t e s , t he ba lance 

being taken care of  l a r g e l y by i n t r a - L a t i n American t r a d e . 

Although the s i t u a t i o n v a r i e s g r e a t l y from  country to country as 

shown in Chapter VII of  the Economic Survey, t h e volume of  expor t s 

for  the region was approximately 15 per cent h igher than i n 1937 — 

the inc reased volume went e n t i r e l y to the United S t a t e s , expor t s 
> 

to Europe being of  a tou t t he same volume a s or perhaps lower 

than before  the war. 

Lat in America's ne t d e f i c i t  wi th the United S t a t e s i n 1947 

was 1,900 m i l l i o n U.S. d o l l a r s ( including sh ipp ing , i n t e r e s t , 

d iv idends , e t c . ) , while i t s no t surplus with Europe was c lose 
* 

to 1,300 m i l l i o n U.S. d o l l a r s . The magnitude of  the problem 
f  4 * 

may be seen more c l e a r l y when i t i s r e a l i z e d t h a t Europe had a 

t r a d e d e f i c i t  of  5,400 mi l l i on U.S. d o l l a r s vdth the United S t a t e s 

in 1947. Europe financed  i t s d e f i c i t  with LatLn America by d o l l a r 

loans and a i d from  the United S t a t e s , c r e d i t s and loans from 

Lat in America, and d i s inves tmen t s . La t in America, i n t u r n , met 

i t s d e f i c i t  with t he United S ta t e s l a r g e l y through reduced gold 

and d o l l a r r e s e r v e s , d o l l a r s earned from  Europe through 

conversion of  s t e r l i n g and o t h e r c u r r e n c i e s , and loans and 

inves tments : gold and d o l l a r r e se rves were reduced by almost 
» 

900 m i l l i o n U.S. d o l l a r s ; i nves tmen t s , long-term l o a n s , t r a n s f e r s , 

e t c . , accounted for  450 m i l l i o n d o l l a r s , earn ings from  Europe 

and the r e s t of  the world for  another 600 mi l l i on U.S. d o l l a r s ; 

and the ba lance was covered by shor t - t e im commercial loans and 

bs>nk c r e d i t s , l / I t was q u i t e c l e a r t h a t n e i t h e r Europe nor 
1 / See Chapter V I I I , Pre l iminary Draft  of  Economic Survey of 

La t in America, Economic Commission for  La t in America. 

/ L a t i n 
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Latin ' jnerica could continue to meet such l a r g e d e f i c i t s  with 

the United S t a t e s ou t of  rese rves -and l o a n s . 

The s i t u a t i o n in 1947 was explained i n p a r t by t h e fact  t h a t 

d e l i v e r i e s aga in s t o rders placed immediately a f t e r  the war, based 

upon accumulated demand, a r r i v e d in unprecedented volume. 

Never the less , t he weakness of  Lat in America's t r ade p o s i t i o n , as 

•well as Europe 's ,was c l e a r l y exposed and l ed to fa r the r  measures 

such as import quo tas , m u l t i p l e exchange r a t e s , and currency 

devaluat ion in order to deal with the balance of  payments problem. 

A number of  coun t r i e s did not feel  the f u l l  impact of  t he d o l l a r 

shortage u n t i l 1948. Lat in American imports from  the United 

S t a t e s were reduced in 1948 by 20 per cent (800 m i l l i o n U.S. 

d o l l a r s ) , while expor ts increased by as much as 10 per c e n t . 

Lat in America's de f i c i t  for '1948  would be somewhere i n the 

magnitude of  1,000 - 1,200 mi l l ion U.S. d o l l a r s . Decreased 

imports from  t h e United S t a t e s i n 19IS  were offset  i n p a r t by 

imports from  Europe which inc reased from  1,100 m i l l i o n to over 

1,500 m i l l i o n U.S. d o l l a r s . Exports to Europe increased from 

2,600 m i l l i o n d o l l a r s to 3,000 mi l l i on of  which 2,700 m i l l i o n 

d o l l a r s worth went to the OEEC 1 / c o u n t r i e s . Thus Lat in America 

had a surp lus from  t r ade with Europe of  some 1,500 m i l l i o n 

d o l l a r s , The surplus was paid for  l a r g e l y by d o l l a r s , disinvestments, 

loans and shor t - term credi ts- . Despi te i t s l a r g e balance wi th 

Europe, Lat in America was again forced,  i n 1948, t o l i q u i d a t e 

her d e f i c i t  vdth t h e United S t a t e s l a r g e l y through reduct ion i n 

d o l l a r and gold ho ld ings , and by investments and long-term loans 

from  the United S t a t e s , Short-term commercial loans and 

non-payment for  goods r ece ived a l so played an important r o l e i n 

1 / Organizat ion of  European Economic Cooperat ion. 

/ho ld ing imports 
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ho ld ing imports from  the United S t a t e s a t a r e l a t i v e l y high l e v e l 

i n 19/+8, vhich a r e es t imated t o be about twice as much i n volume 

as i n 1937. 

Exports to the United S ta t e s may inc rease by ano the r 10 per 

cent in 1949 up to a t i t a l of  2,600 m i l l i o n d o l l a r s — the i n c r e a s e 

would be p r i n c i p a l l y i n petroleum,wool, coffee,  cacao, h ides and 

s k i n s , and in minera l s (copper, t i n , z i nc , l e a d , chromite , 

manganese) being s tockp i l ed by t h e United S t a t e s . Thus by a 

fu r the r  cut of  10 per cent i n imports from  the United S t a t e s the 

gap i n d o l l a r payments might be closed provided ne t d o l l a r earnings 

from  Europe and the r e s t of  the world can be maintained a t 

400 - 500 m i l l i o n d o l l a r s and d o l l a r investments i n Lat in America 

continue a t t he cur ren t r a t e . This assumes t h a t t h e r e w i l l be 

no change in the p r i c e r e l a t i o n s h i p between exports and imports 

and t h a t the p resen t l e v e l of  bus iness a c t i v i t y i n the United 

S t a t e s i s maintained — an assumption which i s a l r eady being 
• • t 

put to the t e s t by a downward adjustment of  p r i c e s . Any f u r t h e r 

d e c l i n e may adverse ly affect  the . t e rms of  t r a d e for  t h e Lat in 
American coun t r i e s s ince judging from  p a s t exper ience p r i c e s 

* 

of  foodstuffs  and raw m a t e r i a l s may be expected to drop 

p r o p o r t i o n a t e l y more than those of  manufactured  goods. 

Due t o the lack of  d a t a , i t i s not p o s s i b l e to e s t ima te 

the effect  of  a fu r the r  decrease of  imports on development 

programmes in Lat in America. The following  t a b l e g ives some 

i n d i c a t i o n of  the p ropor t iona te amounts of  equipment and machinery, 

semi-manufactured  products and raw m a t e r i a l s imported i n 1937 

and 1947 by s e l e c t e d c o u n t r i e s . 

/Tab le 1 
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Table 1 

Imports of  C a p i t a l and Consumer Goods i n Four 

La t in American Countr ies Before  and After  the War 

As percentage of  the t o t a l va lue of  imports 

Machinery and ? - n d S G r j i " o t h e r consumer 
Countr ies equipment processed goods 

commodities 
1937/39 1947 1937/39 1947 1937/39 1947 

A r g e n t i n e ' 13.0 l / 30 .9 l / 37 .0 35 .0 50.0 34 -1 

B r a z i l 33.2 31.5 23 .0 17 .9 43 .3 50.5 
Chile 19 .8 24.7 34 .S 37 .6 45 .4 37 .7 
Mexico 34 .0 2 5 . 7 2 / 31 .3 3 / 36 .8 2 / 3 4 . 7 37 .5 2 / 

Source: Of f ic ia l  p u b l i c a t i o n s . The c l a s s i f i c a t i o n  methods a r e 
no t s t r i c t l y comparable. Data on t he Argent ine , 1947 
were c a l c u l a t e d on the b a s i s of  1946. 

1 / Inc ludes passenger au tomobi les . 
2/  1946. 
3 / Inc ludes fue l s  and l u b r i c a n t s . 

Accumulated demand has perhaps been an impor tan t fac to r 

in t h e inc reased volume of  imports of  t he se c l a s se s of  s u p p l i e s , 

but the a n a l y s i s p resen ted In the Economic Survey g ives us reason 

to b e l i e v e t h a t t h e y e a r l y import requirements for  maintenance 

o-f  p roduc t ive capac i ty and for  needed expansion might w e l l be 

a t a l e v e l comparable to t h a t for  1947. The decrease i n 1943 

vras accounted fo r ,  to a cons ide rab le e x t e n t , by the sharp dec l i ne 

i n the Argentine imports dur ing the l a t t e r p a r t of  the y e a r . 

I t may be assumed t i n t the Argentine w i l l resume a high l e v e l 

of  imports by 1950. 

Without pre judging t h e methods o r the most economical 

r a t e of  i ndus t r i a l , development, we i n e v i t a b l y cor.ie to the 

conclusion t h a t a cons iderab le number of  the Lat in American 

c o u n t r i e s have reached a s t age of  development where thqy w i l l 

r e q u i r e more impor ts from  year to year i f  t hey are to support 

/ t h e i r growing 
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t h e i r srewing popula t ion and car ry forward  t he expansion of  i n d u s t r y 

and a g r i c u l t u r e t h a t i s now under way. I t i s not merely a ques t ion 

of  hold ing t h e ground they have gained during the pas t f i f t e e n 

y e a r s , s ince even a ramearatively small decrease i n meeting 

e s s e n t i a l requirements of  a dynamic development might undo 

something of  what has a l r eady been accomplished. The volume 

of  i n d u s t r i a l product ion has inc reased s ince prewar by o n e - t h i r d 

to one -ha l f ,  a g r i c u l t u r a l product ion by about o n e - f i f t h ,  and 

minerals by roughly o n e - t h i r d ( inc lud ing petroleum, the product ion 

of  which has almost doubled) . This i nc r ea se I s needed for  t h e 

l a r g e r popula t ion (22 per cent i n 1947 over 1937) and for 

s a t i s f y i n g  demand p rev ious ly taken care of  by impor t s . I t i s 

of ten  thought t h a t domestic m n u f a c t u r e  of  consumer roods i n a 

given amount pe r cap i ta should enable a p ropor t i ona t e dec rease 

i n impor t s , and consequent ly expo r t s . The h i s t o r y of  i n d u s t r i a l 

development p o i n t s to a c o n t r a r , r conc lus ion . As t he tempo of 

economic a c t i v i t y i s stepped up the s tandard of  l i v i n g and 

demands a l so go up with t h e r e s u l t t h a t both expor ts and imports 

a r e i n c r e a s e d . Canada over the yea r s inc reased food  and raw 

m a t e r i a l product ion and expor t s as she became i n d u s t r i a l i z e d . 

This was made poss ib l e by t h e mechanizat ion of  her a g r i c u l t u r e 

which r e l e a s e d manpower for  i n d u s t r y . I t i s n o t a b l e t h a t even 

vdth the phomenal expansion of  i ndus t ry which took p lace during 

the war, Canada was ab le t o expand a g r i c u l t u r a l and raw m a t e r i a l 

p roduc t ion . The same s to ry can be t o l d for  A u s t r a l i a , New Zealand, 

and t h e Western European c o u n t r i e s , which were l a r g e l y a g r i c u l t u r a l 

economies a t t he t u r n of  the cen tu ry . And the same must a l s o be 

t r u e for  t he Lat in American coun t r i e s which a r c making an ef for t 

to d i v e r s i f y  t h e i r economies and r a i s e the s tandard of  l i v i n g of 

t h e i r peop le . 

/The s i t u a t i o n 
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The s i t u a t i o n may be summed up as follows:  i n d u s t r i a l 

development, g r e a t l y s t imula ted dur ing and a f t e r  the war, 

i n t e n s i f i e d  demand for  c a p i t a l goods, which i n a d d i t i o n to the 

accumulated demand -for  consumer ^oods r e s u l t e d in imports t h a t 

ou t - r an the canaci ty to pay for  them, l / 

The i n a b i l i t y t o pay for  imports vías due in p a r t to t h e 

f a i l u r e  of  expor ts to expand as r a p i d l y as .imports and i n p a r t 

to the i n a b i l i t y of  t he European c o u n t r i e s to cover t h e i r t o t a l 

d e f i c i t  vdth conver t ib le currency, which forced  them to pay a 

cons iderab le po r t ion of  t h e i r d e f i c i t s  i n 1947 and 1948 by 

d i s inves tments and loans from  c e r t a i n Lat in American c o u n t r i e s 

( p r i n c i p a l l y B raz i l and t he Argen t ine ) . 

La t in America met i t s d e f i c i t  by d o l l a r s earned from  export 

su rp luses to Europe and the r e s t of  the world, d o l l a r inves tments 

and long-term l o a n s , t r a n s f e r s ,  sho r t - t e rm commercial c r e d i t s 

and non-payment for  goods r ece ived . The e x c e p t i o n a l l y l a r g e 

imports of  c a p i t a l goods and t h e i n a b i l i t y to l i q u i d a t e the 

d e f i c i t s  from  cur ren t a s s e t s ( inc lud ing inves tments and long- te rm 

loans) put a heavy s t r a i n on monetary systems which probably gave 

f u r t h e r  impetus to i n f l a t i o n a r y  p r e s s u r e s . A number of  c o u n t r i e s 

d e a l t \d th t h e problem, by a t t empt ing to a d j u s t the l e v e l of  imports 

to t h a t of  exports throueh exchange c o n t r o l s , quotas , and currency 
• 

d e v a l u a t i o n . 

I t i s obvious t h a t the p r e sen t s i t u a t i o n cannot con t inue . 

The Western European coun t r i e s have áiown a s t rong d i s i n c l i n a t i o n 

to pay out d o l l a r s to Lat in America, and have i n d i c a t e d t h e i r 

i n t e n t i o n to ba lance t h e i r t r ade by more than doubling t h e i r expor t s 

to La t in America while i n c r e a s i n g imports by only 20 pe r c e n t . 2 / 

l / I n f l a t i o n  probably aggravated t he discrepancy between impor ts 
and e x p o r t s . 

Zf  OEEC In te r im Report , Vol . I , December 30, 1943. 

/The 
p ropens i ty 
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The p ropens i ty of  United S t a t e s to export more than i t 

imports w i l l probably cont inue ; Lat in America may the re fo re  be 

faced  vdth the problem of  a d j u s t i n g i t s imports to f i t  the p a t t e r n 

which Western Europe hopes to e s t a b l i s h . 

3 . Future T r a ^ w i t h Europe. 

The prime o b j e c t i v e of  t he Marshal l Plan i s to r e s t o r e the 

product ive capaci ty of  Western Europe to a po in t well above i t s 

prewar l e v e l . In order to do t h i s and, even more impor tant , to 

achieve s t a b i l i t y of  p roduc t ion , Western Europe must find  expor t 

markets for  the goods thus made a v a i l a b l e — p a r t i c u l a r l y in the 

Western Hemisphere. The OEEC coun t r i e s l / e s t imate t h a t expor t s 

to a l l o t h e r count r ies vri.ll have to be a t l e a s t one and a h a l f 

t imes the prewar l e v e l and twice as much as in 1947 to pay for 

necessary imports and compensate for  l o s s of  i n v i s i b l e r e c e i p t s . 

I n d u s t r i a l product ion of  the OEEC c o u n t r i e s , i nc lud ing Western • 

Germany, had inc reased almost 75 per cent from  the end of  1945 

to December 1948, a t which time i t was s l i g h t l y above t h a t of 

1938 . 2 / The n a t i o n a l p lans taken t oge the r c a l l e d for  a f u r t h e r 

i nc r ea se of  25 per cent in i n d u s t r i a l ou tpu t during the nex t four 

y e a r s . The OEEC In te r im Report i s somewhat s k e p t i c a l t h a t t he 

product ion roaIs can be achieved. 

Tota l exports to coun t r i e s ou t s ide the OEEC coun t r i e s a re 

expected to i nc r ea se by over 5,000 m i l l i o n U.S. d o l l a r s from  1947 

to 1952-53, provided of  course t h a t programmed product ion i s 

forthcoming.  According t o t he OEEC Report , expor ts to South 

America ivould r i s e from  750 m i l l i o n U.S. d o l l a r s i n 1947 to 
• i 

2 ,000 m i l l i o n U.S. d o l l a r s in 1952-53. The OEEC Report does not 

give separa te es t imates for  Mexico, Centra l America, and the 

l / OEEC In te r im Report , Vol. I , December 30, 1948. 
2 ¡ ECA Report , February 29, 1949; page 5 . 
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Caribbean c o u n t r i e s , bu t i n s t ead inc ludes these with those for 

North America. The exoor ts to these coun t r i e s w i l l probably no t 

exceed 200 m i l l i o n U.S. d o l l a r s . Table 2 shows the c a t e g o r i e s 

and q u a n t i t i e s of  roods which the OEEC c o u n t r i e s expect to export 

to South America i n 1952-52. These f igures  m: s l igh t ly -

i n f l a t e d  s ince i t i s known t h a t t o t a l a n t i c i p a t e d e x p o r t s , which 

a re b u i l t up from  the i n d i v i d u a l OEEC country e s t i m a t e s , conta in 

i n c o n s i s t e n c i e s and ove r l app ing . That i s , two o r more coun t r i e s 

hope t o capture a l a r g e r share of  a p a r t i c u l a r market than would 

be p o s s i b l e for  a l l t aka i t o g e t h e r . 

The OEEC be l i eves t h a t y G export goa l s of  t he .OEEC c o u n t r i e s 

a r e probably o v e r - o p t i m i s t i c - Never the less , i t i s es t imated t h a t 

expor ts to South toerica during the l a s t naif  of  1948 were running 

a t an annual r a t e of  1,200 m i l l i o n U.S. d o l l a r s per y e a r , which 

was about 20 per cent over t he programme. I f  the European 

coun t r i e s can mainta in the p resen t r a t e of  i n c r e a s e for  product ion 

t h e r e I s no reason to doubt t h a t su f f i c i en t  supp l i e s w i l l be 

a v a i l a b l e to reach the goal s e t for  1952-53. 

Another important factor  to be considered would be the 

a b i l i t y of  the impor t ing coun t r i e s to abso rb European e x p o r t s . 

T e x t i l e m a t e r i a l s and p roduc t s , for  example, c o n s t i t u t e 12.5 pe r 

cen t .o f  t he t o t a l to be exported to Lat in America i n 1952-53. 

Whether t h e r e w i l l be a market' for  as much as 250 m i l l i o n U.S. 

d o l l a r s worth of  t e x t i l e s and c lo th ing i s h igh ly q u e s t i o n a b l e . 

T e x t i l e manufacturing  has almost doubled s ince 1937, 1 / and 

i t i s q i i t e c e r t a i n t h a t expansion of  t e x t i l e manufacturing 

f a c i l i t i e s  w i l l cont inue a t a rap id pace . 

l / Cotton consumption i n 1946-47 was 85 per cent h i g h e r ' t h a n 
the 1934-38 average . See World F ibre Survey, Food and 
Agr icu l tu re Organiza t ion , August 1947, page 74. 
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Europe has been, to a l a r g e e x t e n t , out of  the La t in American 

market during the pas t ten y e a r s ; many of  t h e products formerly 

suppl ied by he r a re now manufactured  l o q a l l y , e s p e c i a l l y l i g h t 

consumer Roods, There i s a cons iderable range of  p roducers ' 

goods which w i l l be manufactured  in i n c r e a s i n g Q u a n t i t i e s i n t h e 

Argent ine , B r a z i l , Ch i l e , and Mexico, and perhaps Colombia, 

Among o t h e r s , these i nc lude : farm  implements, i n d u s t r i a l 

chen ica l s (caus t i c soda, su lphur ic a c i d , a l c o h o l / b e n z o l , t a r , 

and t a r d e r i v a t i v e s ) , s t e e l products ( s h e e t , b a r s , p l a t e s , t u b e s , 

p i p e s , rods , wire , c a b l e s , t i n p l a t e , c a s t i n g s , e t c . ) ; paper and 

rayon pu lp , newspr in t , t i r e s , e t c . 

In a d d i t i o n , Great B r i t a i n , France , Belgium, Germany, I t a l y 

and the Netherlands have l o s t an apprec iab le pa r t of  t h e i r prewar 

market to the United S t a t e s , vhich i t may be most d i f f i c u l t  to 

rega in qu ick ly because of  bus ines s t i e s which have greva, up between 

expor te r s and i m p o r t e r s . In t h i s c l a s s a r e such s u p p l i a as 

s t r u c t u r a l s t e e l , t r a n s p o r t equipment, heavy i n d u s t r i a l chemicals , 

wood pulp and paper , dye-s tu f f s ,  pharmaceut ica l s , e l e c t r i c a l power 

equipment, harbour i n s t a l l a t i o n s , , and motors of  a l l k i n d s . On the 

o the r hand, a arge new market i s being c rea ted by development 
j 

p r o j e c t s which a re under way or p lanned. P r o j e c t s of  t h i s type 

w i l l n e c e s s i t a t e imports of  e l e c t r i c p l a n t equipment, o i l d r i l l i n g 

and r e f in ing  equipment, machinery and equipment for  coa l mining, 

chemical f a c t o r i e s ,  i r r i g a t i o n , genera l cons t ruc t ion ' i n c l u d i n g 

land c l e a r i n g ) , t r a n s p o r t a t i o n , e t c . P lans for  more complete 
mechanizat ion of  a g r i c u l t u r e a re being s e r i o u s l y -considered i n 

' * 

many of  tho LatJ~i American c o u n t r i e s and i f  cúrcc^-Piil , c a r r i e d 

out,would open up o p p o r t u n i t i e s for  s u p p l i e r s of  a l l types of 

farm  machinery and equipment, as w e l l a s for  f i s h e r i e s ,  s t o r age 

an^ term in.""1 e t c . Europe 's a b i l i t y to r e ^ p t u r e and 



expand these markets w i l l depend on whether she can compete wi th 

North American- s u p p l i e r s . I t must be remembered t h a t something 

more than p r i c e and q u a l i t y a r e invo lved . European manufacturers 

w i l l 'have to adapt t h e i r product ion t o meet Lat in American needs 

and s p e c i f i c a t i o n s ;  they w i l l have to be prepared to send 

t e c h n i c i a n s to a s s i s t in planning and i n s t a l l i n g t h e i r equipment 

and in c e r t a i n I n s t a n c e s to supervise and t r a i n ope ra to r s dur ing 

the i n i t i a l s t ages of  production^ l a s t l y , ways must be found  of 

f inancing  procurement of  c a p i t a l goods. La t in American c o u n t r i e s 

hope t o a t t r a c t inves tments and to secure long-term loans a t a 

h igher r a t e than h e r e t o f o r e .  Insofar  as t h e s e a r e p r i v a t e d o l l a r 

inves tmen t s , the equipment and m a t e r i a l s w i l l no doubt be purchased 

from  the United S t a t e s and, to a l im i t ed degree , from  Canada. 

Dol la r l o a n s , p a r t i c u l a r l y those from  the Intern?, t i o na l Bank for 

Recons t ruc t ion and Development, might be used for  procurement 

from  Europe provided compet i t ive condi t ions a r e favourable . 

That t h i s fac tor  has been token i n t o cons idera t ion may be 

seen from  the following  q u o t a t i o n s from  tho OEEC I n t e r i m Report : 

"The power of  Western Europe to i nc r ea se exports t o South 
America w i l l t he re fo re  depend l a r g e l y on i t s a b i l i t y to 
compete with t h e United S t a t e s . To achieve the planned 
expor t s of  2 b i l l i o n d o l l a r s in 1952-53 would mean an 
i nc r ea se of  over 1 b i l l i o n d o l l a r s above the p re sen t 
l e v e l . Assuming some f a l l  in t h e t o t a l South American 
market and some recovery in imports from  Japan, Eas tern 
Germany, and o the r c o u n t r i e s , t h i s would mean a r educ t ion 
of  a t l e a s t one ha l f  in the United S t a t e s market i n South 
America i n 1947. In view of  the•commercial t i e s t h a t have 
developed between North and South America, 'and of  the 
United S t a t e s ' a b i l i t y - t o grant generous c r e d i t s , t h i s 
seems improbable; -South-American imports from  the United 
S t a t e s -have, however,- f a l l e n  off  cons iderab ly i n the f i r s t 
ha l f -of  194'£, l a r g e l y as a r e s u l t of  d o l l a r s h o r t a g e . 
This-may -give-increased o p p o r t u n i t i e s to Western European 
e x p o r t e r s . " • 

„ _A d e t a i l e d a n a l y s i s should be made cr j i t z y by country to 

determine p r e c i s e l y t he machinery end equipment and durable 

consumer poods requ i red by Lat in America year by y e a r , and the 
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capac i ty of  the European s u p p l i e r s to s a t i s f y  these demands 

( inc luding t e c h n i c a l know-how) under s u i t a b l e f i n a n c i a l  and t r a d e 

arrangements . This may e n t a i l more time than the shor t .period 

remaining before  the European Recovery Programme ends, but i t 

w i l l be to t he i n t e r e s t s of  both Lat in America and Europe to 

i n i t i a t e such s t u d i e s as soon as p o s s i b l e . 

Assuming t h a t La t in America's import l e v e l from  Western 

Europe more than doubles , i . e . roughly from  1,000 mi l l i on U.S. 

d o l l a r s to 2,200-2,500 m i l l i o n U.S. d o l l a r s (of  which South 

America's share would be 2,000 mi l l i on d o l l a r s or over) dur ing 
» 

the next four  yea r s , what a r e t he p rospec t s of  i nc reased expor t s 

to Europe — e s p e c i a l l y of  c e r t a i n foodstuffs  and raw m a t e r i a l s 

which are now der ived from  the United S t a t e s? The g e n e r a l 

c a t e g o r i e s and amounts of  imports programmed by the OEEC coun t r i e s 

a t the end of  the European Recovery Programme are shown i n t he 

following  t a b l e taken from  the In te r im Report: 

Table 3 

Imports from  the Outside World by t he O.E.E.C. Countr ies 

in the Programmes for  1952-53 

(Excluding imports by t he Dependent Overseas T e r r i t o r i e s ) 

( B i l l i o n d o l l a r s - 1943-49 p r i c e s ) 

Food and Feeding s tuffs  4 .9 
Timber " . 0 . 8 
Solid Fuel 0 .3 
Petroleum i 0 . 9 
T e x t i l e s (mainly raw m a t e r i a l s ) . 2 .8 
F e r t i l i z e r s • 0 . 1 
Copper . . . . . . . 0 .2 
Other o r e s and meta ls 0 . 7 
Other raw m a t e r i a l s 1*3 
Equipment * . 0 .5 
Other manufactures  . • . . , . 0 .3 

To ta l . . . . . .12 .8 

Although the t o t a l i s only s l i g h t l y h igher than in 1947 

and 1948, t h e r e would be a ve iy marked sh i f t  in sources of  supp l i e s 

• ' /away from 



APE 2 9 7 0 7 4 2 . 

Table 2 

. 1952-55 Expor ts and l e - e x p o r t s to South America from  OEEC Countr ies (FOB-
( M i l l i o n Do l l a r s ) 

Aus Bene Den I c e I r e Nor Por Tur French Bizone U. K. Total 
t r i a l u x mark France Greece land l and I t a l y way t u g a l Sweden key Zone Bizone U. K. Total 

I. A g r i c u l t u r a l j 
0 . 6 12.0 p r o d u c t s 2 0 . 1 1 7 . 6 10 .0 2 .8 12 .0 7 .2 8 . 5 0 . 3 1 . 5 0 . 6 0 . 6 12.0 93 .0 

II. I .dneral s o l i d 
39 .8 f u e l s £ .8 3 .7 39 .8 

III. Oil and p e t r o -
- V leum p roduc t s 5 .0 2 .4 - V 7.4 

IV. Ores and 
meta l s 6 . 8 54 .8 40 .0 3 . 0 1 .2 25 .1 8 .6 77.0 216.5 

v . Machinery 5 .6 59 .0 10 .0 60 .0 85 .0 C.2 44.7 2 . 5 180 .1 210.0 657.1 
VI. T e x t i l e mate-

r i a l s and p r o -
d u c t s ( i n c l u -
d ing c l o t h i n g ) 4 . 5 31 .4 30.0 1 . 0 57.0 1 . 4 1 .3 1 . 3 9 . 7 113.0 250.6 _ „ i 

* 6 3 . 7 a / 63.7 V 
VII. Other goods 15 .7 9 8 . 8 5 .0 50.0 0 . 6 78.6 I S . 2 9 . 0 23.6 19 .0 143.7 181.0 

5.0 c / 
640.2 
5.0c/ 

T o t a l 32.6 266.9 32 .6 190.0 2 . 8 0 . 6 1 . 0 240.6 23.8 18.9 158.7 J 1 . 5 23.4 347.9 635.0 1,976.3 
S o u r c e . - Economic Commission for  Europe. 

a / Refers  t o Sweden's "Products of  f o r e s t  i n d u s t r y " . 
b / U.K. e x p o r t s of  o i l and pe t ro leum produc t s inc luded i n " i n v i s i b l e i t ems" i n ba lance of  payments, 
c / This f i gu re  r e p r e s e n t s U.K. r e - e x p o r t s , which are g i / e n s e p a r a t e l y . 

,1 
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away from  the d o l l a r a r e a . South America's share -will r i s e 22 per 

c e n t , from  1,700 m i l l i o n U.S. d o l l a r s to 2,100 m i l l i o n U.S. d o l l a r 

These e s t ima tes do n o t inc lude o i l imports from  Venezuela, 

processed i n Aruba — these a r e shown as imports from  t h e 

Nether lands Overseas T e n d t o r i e s . Imports from  Cuba and Cent ra l 

America (as we l l as Mexico, Dominican Republic and H a i t i ) a r e no t 

shown, but w i l l probably be reduced a s p a r t of  t h e ef for t  to s h i f t 

from  d o l l a r a rea sources ¿ 

Table U gives contemplated imports from  South America by-

commodity breakdown and -by importing c o u n t r i e s . - . I t i s impossible 

t o know whether t h e r e w i l l be any s u b s t a n t i a l changes o t h e r than 

the i n c r e a s e s - i n bread grains"and f i b r e s  s ince the -Uni ted 

Kingdom's sha,re, which i s over 25 p e r - c e n t , i s no t d i s t r i b u t e d -

by commodity groups . 1 / However, i t may be assumed t h a t the 

United Kingdom plans t o import a - c o n s i d e r a b l e portion- o f " h e r -

requirements of  meat and-da i ry products and f a t s - a n d  o i l s - f r o m 

the Argen t ine and -Uruguay, provided an.agreement on p r i c e s -can 

be reached"; ' I t should be n o t e d t h a t t h e United-Kingdom programme 

of  imports ' (592 m i l l i o n U.S. d o l l a r s ) i s s l i g h t l y l e s s than her-

imports from  South America i n ,1948.- - " ' 

Addi t iona l markets for  c o t t o n r wool, meat; f a t s  and oi ls-

are l i k e l y to be a v a i l a b l e .if  . the producing, countries. , can .-increase 

t h e i r product ion for  export . . The OEEC i s , i n f a c t , . p e s s i m i s t i c 

about t h e a b i l i t y of  t h e n o n - p a r t i c i p a t i n g s t e r l i n g .area-to-meet, 

t h e i r "quo ta s " . I t expresses. . the opinion t h a t " s u p p l i e s of  MJOI 

from  tho s t e r l i n g a r e a may f a l l  shor t of  the programme -figures-

by more than 300 m i l l i o n U.S., d o l l a r s , supp l i e s of  "non-ferrous 

1 / The data on t h e United Kingdom import" programme a r e . d e t a i l e d 
by commodity groups for  t he Western Hemisphere. 
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ores and metals by perhaps 100 m i l l i o n U.S. d o l l a r s , and supp l i e s 

of  raw cot ton by 50 m i l l i o n U.S. d o l l a r s . " 

The OEEC count r ies have programmed 760 m i l l i o n U.S. d o l l a r s 

of  bread grain imports from  the United S t a t e s for  t he per iod 

Ju ly 1948 to June 1949, The planned imports of  173 m i l l i o n 

d o l l a r s from  Lat in .America i n 1952-53 r e p r e s e n t s a s h i f t  from 

the United S t a t e s of  115 m i l l i o n d o l l a r s for  t h e coun t r i e s o t h e r 

than the United Kingdom. They expect to s h i f t  an a d d i t i o n a l 

350 mi l l i on d o l l a r s of  bread g r a in s to Eas te rn Europe, a source 

which i s much i n doubt , The In t e r im Report po in t s out t h a t " the 

s h o r t f a l l  of  Eas tern European gra in suppl ies below the 1952-53 

programmes might reach 350 m i l l i o n d o l l a r s , a l l of  which could 

be replaced only from  North America; the programmes from  o t h e r 

sources a l ready exhaust l i k e l y a v a i l a b i l i t i e s " , l / The Argentine 

a l r eady has l a r g e rese rves of  g ra in and could probably s t e p up 

her product ion i f  a long-term agreement could be concluded on 

p r i c e s . However, t h e r e i s ve ry l i t t l e hope t h a t t he d o l l a r 

shor tage for  Western Europe w i l l be ended by 1952, and the re fo re 

i t s a b i l i t y to import even the amounts programmed for  1952-53 

w i l l be roughly equal to t h e i r capaci ty t o export and South 

America's w i l l i n g n e s s to absorb a l i k e amount of  t h e i r p roduc t s . 

Reference  was made above to the need for  ana lyz ing La t in 

America's import requi rements . Although tho problem of  determining 

1 / The pessimism of  the OEEC i s not shared in o the r q u a r t e r s . At 
the r ecen t meeting of  I n t e r n a t i o n a l Wheat Conference,  t he 
U.S.S.R, i n d i c a t e d t h a t she was prepared to export 100 m i l l i o n 
bushels of  wheat; tho U.N. Economic Commission for  Europe 
es t imates t h a t i t i s probable t h a t Eas te rn Europe may be ab le 
to supply coarse g r a i n s to meet import requirements programmed 
by the OEEC c o u n t r i e s to come from  Eastern Europe. 

/Europe ' s import 



T A B L E 
Imports of  OEEC C o u n t r i e s from  SoiitJ 

Millions of  US dollars at 1943 

Jerica by Commodi t i e s (a), 

lices F. O. B. 

¡952 - 1953 
Imports 

Austria Beaehix Denmark France Greece Ireland ' Norway ^Portugal 1 Sweden 
: 1 

J Turkey 1 French 
Zone Gizone Total 

1948-49 
Total 

I. Bread grains 50-5 . . . 4.9 «9.4 
1 
Í 5.0 J 63,3 

54.5 

173.1 

210,3 

58 

271 1. Coarse grains — £9.4 15.0 — - 28.S • ¡4.0 5.1 — 
1 
, 2.8 

J 63,3 

54.5 

173.1 

210,3 

58 

271 

12.5 5.0 10.0 0.2 2.5 JH.O 4.5 22.S 0.1 208 ' 122.4 1 253 12.5 5.0 10.0 0.2 2.5 JH.O 4.5 22.S 0.1 208 ' 122.4 1 253 

4. Meat and dairy products (evel. butter) 9.0 4.0 - - 3.3 ~ .18.9 3.5 — 3.9 - — 15.0 
1 
1 55,6 170 

0.1 4.0 2.0 I — 0.1 0.5 1.0 10.3 IS.6 20 0.1 4.0 2.0 0.1 0.5 1.0 10.3 IS.6 20 

6. A!! other products for  human and ani-
mal consumption . . . . . . 7.5 7S.0 22.2 20.0 7.4 5.5 1 » , 16.4 50.5 6,0 1.6S 17,1 26 Í.4 514 

7. Crude oil ) - 9 4 12.5 21.9 14 12.5 21.9 14 

8. Petroleum products — - — — -
i j - - 6,0 — — — 6.0 6 

9. Steelmaking materiais 0.5 1.0 - - - 0.1 
j -

- - - — — 2.7 4.3 4 

1.0 30.0 ¿1.4 
•J 

8.0 2.2 9.6 72.2 66 1.0 30.0 ¿1.4 
•J 

8.0 2.2 9.6 72.2 66 

II. Other ores & nan-ferrous  raetak. — 1S.Ü - 5.0 — u 
1 
T -
Í 
j>8.0 

2.4 0.5 3.0 — 1.6 5.4 32.9 an 
12. Ail other machinery and equipment. — - 0.5 - — — 

u 
1 
T -
Í 
j>8.0 

— - - - - — 0.5 — 

1.5 29.4 2.S 20.0 0.8 0.4 

u 
1 
T -
Í 
j>8.0 3.2 2.1 10.5 5,3 35.0 167.6 15S 1.5 29.4 2.S 20.0 0.8 0.4 

u 
1 
T -
Í 
j>8.0 3.2 2.1 10.5 5,3 35.0 167.6 15S 

5.0 20.4 20.0 1.0 >0.4 10.2 1.6 8.0 110-0 77 5.0 20.4 20.0 1.0 
i 

j 0 7 

10.2 1.6 8.0 110-0 77 

J 5. Other textile raw materials & manu-
2.5 4.0 

i 

j 0 7 1.0 0.7 5.0 13.9 35 2.5 4.0 

i 

j 0 7 1.0 0.7 5.0 13.9 35 

16 Timber .. .005 4 0 0.0 

2.5 

1.0 0.3 '0 .3 1.0 

0.8 

0.1 

1.4 

s.o 15.4 

22.2 

11 

22 17. Fertilisera •• 

.005 

2.1 

0.0 

2.5 10.0 — 0^4 15.0 — 

1.0 

0.8 

0.1 

1.4 — — 

s.o 15.4 

22.2 

11 

22 

18. All other items. 5.5 25.2 2.0 45.0 2.1 3.0 ¿6.3 1.3 1.6 25.0 0.1 10.1 09.8 229.0 222 
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Source.—Furnished by the Econumic Commission for  Europe based on data Mewed from  the OEEC. 
fa)  deludes petroleum from  Venezuela, processed at Aruba. 
(l'A United Kiniidgri not cive a conimtjriitv breakdown for  South American importa. 





Europe 's import -requirements, vhich could be suppl ied by La t in 

America, i s not so p res^ in r i n view of  s t u d i e s a l r eady made by 

tho OEEC c o u n t r i e s , i t i s n e v e r t h e l e s s important to know with 

g r e a t e r exac t i t ude the commodities and q u a n t i t i e s involved and 

tho p o s s i b i l i t i e s of  f inancing  thorn. The Lat in American count r ie 

must be i n a p o s i t i o n to p lan and coordinate t h e i r own product ion 

programmes. They have a p a r t i c u l a r i n t e r e s t in s t a b i l i z i n g t h e i r 

t r a d e r e l a t i o n s a t a high l e v e l . There i s ano ther f ac to r  t h a t 

bea rs upon t he problem — Lat in America's capac i ty t o produce 

foodstuffs  and raw m a t e r i a l s for  expor t . Their ovn popu la t ions 

a r e growing r a p i d l y and t h e i r s tandard of  l i v i n g slowly r i s i n g , 

which rae-ins of  course more foodstuffs  and raw m a t e r i a l s for 

domestic consumption. Product ion p o t e n t i a l i t i e s aro l i m i t e d by 

lack of  mechaniza t ion , power, t r a n s p o r t f a c i l i t i e s ,  and manpower. 

Assuming continued f u l l  employment, any a p p r e c i a t i v e i n c r e a s e 

in manpower u t i l i s a t i o n for  export product ion might put a brake 

on i n d u s t r i a l development, v.hich would probably be considered 
* 

undes i r ab le by t h o governments concerned. As poin ted out e a r l i e r 

inc reased product ion of  foodstuffs  and raw m a t e r i a l s should fro 

hand i n hand vdth i n d u s t r i a l i z a t i o n due to mechanization of 

a g r i c u l t u r e and the use of  modern t echn iques , but the r a t e of 

development i s s t i l l comparatively low and may not a l low for 

any s u b s t a n t i a l i n c r e a s e in expor t s in so s h o r t a pe r iod . 

l\.. F u t u r e T r a d o v d t h U n i t e d S t a t e s . 

One of  the most s i g n i f i c a n t  changes i n t he t r a d e of  the 

United S ta t e s lias been the p r o p o r t i o n a t e l y l a r g e r share of  both 

i t s import3 and expor t s with Lat in America. In 1937, 22 pe r cent 

of  the t o t a l imports of  the United S t a t e s came from  La t in America 

i n 194^ Lat in America's share had r i s e n to 33 per c r a t , 20 per 

cent of  United S t a t e s expor ts went t o La t in America i n 1937; 
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25 per cent i n 1943. Exports to the United S t a t e s i nc r ea sed from 

575 m i l l i o n d o l l a r s to 2,400 m i l l i o n d o l l a r s , l / 

The prospec ts for  f u r t h e r  i n c r e a s e s are perhaps l i r d t e d to 

coffee,  cacao, metals {copper, t i n , l e a d , z i nc , manganese, chromite , 

i ron o r e ) , wool, h i d e s , hcnequen and bananas. The United S t a t e s 

imported 1,258,000 met r i c tons of  coffee  i n 1948 as a g a i n s t 

1,133 ,000 metr ic tons i n 1947. The value for  1948 imports vías 

698 m i l l i o n d o l l a r s in comparison to 601 m i l l i o n d o l l a r s for 

1947, l / Consumption of  coffee  in tho United S t a t e s may i nc r ea se 

p ropo r t i ona t e ly for  1949 and 1950 to s a t i s f y  the demand of  the 

l a r g e r popula t ion and the h igher l i v i n g s tandard of  the lower 

income groups . Sug:.r consumption may a l so be expected to i n c r e a s e 

dur ing tho next few  j ' oa r s , but the market for  Lat in American sugar 

w i l l probably be r e s t r i c t e d by the capac i ty of  the P h i l i p p i n e s , 

Hawaii, and Puerto ' t ico t o f i l l  t h e i r quo tas . Cone sugar imports 

i n t o the United S t a t e s decreased from  3,778,000 metr ic t o n s i n 1947 

to 2,901,000 metr ic t ons i n 19¡£ . The corresponding v a l u e f igures 

were 410 m i l l i o n d o l l a r s and 313 m i l l i o n d o l l a r s . 1 / Domestic 

supp l i e s of  wool and. hides a re not i nc r ea s ing as r a p i d l y as demand, 

which should provide a b igger market for  Lat in American s u p p l i e r s . 

The United S t a t e s s tock p i l i n g programme for  s t r a t e g i c meta ls i s 

scheduled to continue u n t i l 1953; however, inc reased exports 

from  Lat in America may be l i m i t e d ty product ive c a p a c i t y . I ron 

ore m y a lso be imported i n s u b s t a n t i a l l y g r e a t e r q u a n t i t i e s . The 

United S t a t e s has almost doubled i t s imports of  petroleum, from 

250 mi l l i on d o l l a r s worth in 1947 to 418 m i l l i o n d o l l a r s i n 1948. 

The p o s s i b i l i t i e s of  a d d i t i o n a l q u a n t i t i e s in 1949 and l a t e r 

years w i l l be governed by the product ive capaci ty of  United 

l / Foreign Commerce Weekly, U.S. Department of  Commerce. 
~ Vol . XXXIV, No. 10, March 7, 1949. 

/ S t a t e s 
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S t a t e s s u p p l i e r s , who a re i n v e s t i n g l a r g e amounts of  c a p i t a l i n 

p l a n t expansion. Taking i n t o cons idera t ion a l l t he se factors. ,  . 

t h e r e i s a s t rong p o s s i b i l i t y t h a t expor ts to the United S t a t e s 

m i l r i s e to an amount from  2,700 mi l l i on d o l l a r s to 3,000 mil l ier-

d o l l a r s by 1950 or 1951. Th is , of  course , assumes s t a b l e p r i c e s 

and economic cond i t ions in t h e United S t a t e s . 

In t he previous sec t ion i t tías assumed t h a t the re would 

have t o be a marked s h i f t  of  imports from  the United S t a t e s to 

Europe, This could r e s u l t i n a l e v e l l i n r off  of  imports from 

the United S t a t e s a t about 2,500 m i l l i o n d o l l a r s , or roughly 

35 per cent below 1947 and 20 per cent below 1948. There w i l l 

almost c e r t a i n l y be r e s i s t a n c e to such a tendency, which i s 

evidenced by ef for t s  t o secure d o l l a r loans and to a t t r a c t 

p r i v a t e investments by var ious p lans now being put for th  to 

f inance  imports for  development p r o j e c t s . 

Prospec ts for  i n d u s t r i a l development a r c condi t ioned by a 

number of  f a c t o r s  ouch a s cos t of  p roduc t ion , t e c h n o l o g i c a l 

knowledge and exper ience , adequacy of  markets , f i n a n c i a l 

r e s o u r c e s , a v a i l a b i l i t y of  raw ma te r i a l s and manpower, which a r e 

analysed i n some d e t a i l i n the Economic Sur\rey. Spec ia l a t t e n t i o n 

should be c a l l e d to the sec t ion on "Financing" of  Chapter I , 

which d i scusses the l i m i t a t i o n s and d i f f i c u l t i e s  of  f inancing 

expansion of  manufacturing  from  l o c a l as we l l as foreign  sou rce s . 

Neve r the le s s , s eve ra l proposals have been made t o c r e a t e more 

favourable  condi t ions snd  to s t rengthen t he mechanism for  p r i v a t e 

inves tmen t . The idea of  an Inter-American Bank has been rev ived 

and may have considerable support i n some p a r t s of  La t in America, 

Another suggest ion has r e c e n t l y been advanced to e s t a b l i s h a 

"corpora t ion" which would guarantee the withdrawal of  p r o f i t s  i n 

d o l l a r s i f  so d e s i r e d by foreign  i n v e s t o r s i n spec i f i ed  newly 

/ e s t a b l i s h e d 
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e s t a b l i s h e d i n d u s t r i e s . S t i l l another p lan proposes to go even 

f u r t h e r  i n guarantee ing p r o t e c t i o n of  Unitod S t a t e s investments 

abroad. In 1944» Permanent Council of  the American 

Associa t ion of  Commerce and Production.recommended the adopt ion 

by governments of  a code for  t h e p r o t e c t i o n and r e g u l a t i o n of 

foreign  inves tments . Several governments have taken measures , 

i n r ecen t y e a r s , to encourage foreign  inves tments by re l ax ing 

r e s t r i c t i v e and d i sc r imina to ry laws "which tend t o keep out fore ign 

c a p i t a l . Although these proposals r e p r e s e n t hopes r a t h e r than 

any concrete endeavour, the:/" do i l l u s t r a t e t he concern and e f fo r t s 

of  government o f f i c i a l s  and p r i v a t e i n t e r e s t s t o s t imu la t e 

development i n t he s o - c a l l e d under-develcped c o u n t r i e s , l / 

There i s , however, a l a r g e f i e ld  t o which p r i v a t e c a p i t a l 

i s n o t likcify"  to be a t t r a c t e d , e i t h e r because t he prospec t of  p r o f i t 

i s l i m i t e d . o r the p r o j e c t s a r e of  such a magnitude t h a t p r i v a t e 

f inancing  i s not f e a s i b l e .  Improvement and expansion of  t r a n s p o r t 

f a c i l i t i e s ,  communications, power p l a n t s and t r ansmis s ion l i n e s , 

i r r i g a t i o n , s o i l conse rva t ion , publ ic cons t ruc t ion ( inc lud ing 

h o s p i t a l s , low-cost hous ing , e t c . ) , marketing and s to rage 

f a c i l i t i e s ,  a r e ind ispensable p r c - r e q u i s i t e s to a g r i c u l t u r a l 

and i n d u s t r i a l development. P r o j e c t s of  t h i s kind must g e n e r a l l y 

be financed  by governments. They c a l l for  l a r g e c a p i t a l ou t l ay s 

i n tho form  of  imported machinery, equipment, and m a t e r i a l s 

which can be financed  only to a very l i m i t e d degree by the 

foreign  exchange resources of  Ecovernmonts. Any r e a l a s s i s t a n c e 

i n t h i s d i r e c t i o n w i l l have to come from  government loans and 

1 / See speeches de l ive red by U.S. businessmen a t a meeting of 
the Inter-Ameri can Council of  Commerce and. Production held 
a t Chicago, September 1948» Also r s c c n t s ta tements made a t 
meetings of  U.S. Nat iona l Associat ion of  Foreign Commerce and 
the I n t e r n a t i o n a l Chamber of  Commerce, and va r ious s ta tements 
made by North American i n d u s t r i a l i s t s a s repor ted i n the p r e s s . 
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i n t e r n a t i o n a l a g e n c i e s . The two p r i n c i p a l sources of  funds 

have been t h e United S t a t e s Export-Import Bank and t he 

I n t e r n a t i o n a l Bank for  Reconst ruct ion and Development. No doubt 

Lat in America w i l l cont inue to ge t loans from  these sources for 

spec i f i c  p r o j e c t s , but whether they w i l l be adequate to promote 

general development p lans of  the kind i n d i c a t e d above i s h igh ly 

q u e s t i o n a b l e . 

In any e v e n t , the p rospec t s for  Imports from  the United 

S t a t e s a t the 1948 l e v e l o r h ighe r w i l l be governed, l a r g e l y by 

the r a t e of  d o l l a r loans and inves tmen t s , which in t u rn w i l l be 

determined to a cons iderab le ext.ait by i n t e r n a t i o n a l planning 

and coopera t ion . 

5. Future Trade wi th in the Region. 

The war brought about a marked development I n t he t r a d e 

of  La t in American c o u n t r i e s with each o t h e r (see Chapter VII 

of  the Economic Survey) . However, i n t r a - r e g i o n a l t r a d e suffers 

from  r e s t r i c t i v e p o l i c i e s which are designed to achieve the 

h i g h e s t p o s s i b l e degree of  economic s e l f - s u f f i c i e n c y .  The d r ive 

for  au ta rchy r e f l o c t s  the i n t e n s i f i c a t i o n  of  na t i ona l i sm and 

tho psychology of  fear  t h a t was deeply rooted in the g rea t 

depress ion of  t h e ' t h i r t i e s . Roduced demand depressed bas ic 

commodity p r i c e s to a l e v e l which caused wide-spread unemployment 

and bankruptcy; t h i s , in t u r n , stopped t he flow  of  c r e d i t and 

investment c a p i t a l , and reduced e s s e n t i a l imports to a minimum. 

The fear  of  acain being almost complete ly cut-off  economically 

from  the o u t s i d e world has no doubt s t r o n g l y inf luenced  many of 

t he La t in American coun t r i e s toward p o l i c i e s which f o s t e r 

economic n a t i o n a l i s m . The war gave an added impulse to t h i s 

tendency insofa r  as i t became necessary to encourage t h e l o c a l 

i 
/manufacture 
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manufacture  of  goods not a v a i l a b l e fron  t he normal s u p p l i e r s . 

These supply d i f f i c u l t i e s  t oge the r with h igher p r i c e s encouraged 

both n a t i o n a l and foreign  i n v e s t o r s to s t a r t new i n d u s t r i e s , 
* . 

without talcing i n t o cons ide ra t ion l o c a l ef f ic iency  and comparative 

c o s t s . In g e n e r a l , they have been ab le to continue success fu l 

ope ra t ions only because of  high t a r i f f s ;  not only does t h i s 

i n c r e a s e p r i c e s for  the consumer but i t a l s o tends to c roa t e and 

pe rpe tua t e monopolies w i th in the count ry . I n d u s t r i e s ope ra t ing 

under such condi t ions have very l i t t l e i n c e n t i v e t o i nc r ea se 

e f f ic iency ,  lower cos t s of  product ion and improve q u a l i t y . 

P r o t e c t i o n i s t p o l i c i e s a r e a l so being appl ied to foodstuffs 

and raw m a t e r i a l s a g a i n s t o the r La t in American c o u n t r i e s which 

because of  t r a d i t i o n and a favourable  combination of  geographic 

c o n d i t i o n s , c a p i t a l and l abour , a r c not only ab le to produce these 

commodities a t lower cos t s but a r e a l s o p a r t i a l l y dependent on 

t h e i r La t in American markets for  main ta in ing t h e i r expor ts a t a 

l e v e l commensurate vdth t h e i r import requi rements . Then t o o , 

t a r i f f s ,  import quotas , e t c . , enacted for  the purpose of  p r o t e c t i n g 

new i n d u s t r i e s ( p a r t i c u l a r l y food-process ing ,  t e x t i l e s , c l o t h i n g , 

and o the r l i ' h t consumer goods), of ten  generate r e t a l i a t o r y 

measures which widen t r a d e b e r r i e r s and the range of  products to 

be encouraged by l o c a l p roduc t ion . High p r i c e s , sometimes imposed 

through i n t e r n a l con t ro l s by the expor t ing c o u n t r i e s , a l so p l ay 

an important r o l e In in f luenc ing  import ing coun t r i e s to s t i m u l a t e 

l o c a l product ion of  commodities t h a t were he re to fo re  imported 

from  neighbouring c o u n t r i e s . The r e s u l t has been t h a t severa l 

coun t r i e s a re now at tempt ing to produce t h e i r own requirements 

for  such bas i c commodities as sugar , wheat , corn, c a t t l e , c o t t o n , 

vegetable o i l s , beans , e t c . , u t i l i z i n g l and , c a p i t a l - a n d l abour 

which could be more p r o f i t a b l y  used for  producing commodities for 

/which they 



which they a r e b e t t e r adapted . \1though i n a few  cases such 

d i v e r s i f i c a t i o n  has c roa ted Hew p o s s i b i l i t i e s of  e f f i c i en t  and 

low-cost product ion ( r i c e i n Ch i l e , Dominican Republic and 

Ecuador, sugar in Bo l iv i a , o i l seeds in El Sa lvador ) , i t i s 

evident t h a t the g rea t m a j o r i t y of  war developed crops a re 

a r t i f i c i a11""  nour ished and a r e now running in to d i f f i c u l t i e s 

because of  d e c l i n i n g world market p r i c e s and high product ion 

c o s t s . The case of  wheat i s p a r t i c u l a r l y r e l e v a n t i n s e v e r a l 

coun t r i e s , e s p e c i a l l y those i n which support p r i c e s have been 

e s t a b l i s h e d . Without h i $ i t a r i f f s  many of  t h e sub-marginal 

producers would be forcod  to abandon the l e s s e f f i c i e n t  product ion 

and resume impor t s . 

This i s not to say t h a t d i v e r s i f i c a t i o n  of  n a t i o n a l economy 

i s no t i n itL-clf  desirviólo, nor t o deny t h a t new i n d u s t r i e s and 

c e r t a i n a g r i c u l t u r a l crops should be p r o t e c t e d from  o u t s i d e 

competi t ion during the e a r l y s t ages of  t h e i r developmuit . The 

problem i s to encourage i n d u s t r i e s and a g r i c u l t u r a l a c t i v i t i e s 

which have a reasonably sound b a s i s for  p rog res s ive growth and 

e f f i c i e n t  o p e r a t i o n . Many complex f ac to r s  must be taken i n t o 

c o n s i d e r a t i o n , but the most important ques t ion to be asked* i s 

whether the e s s e n t i a l elements a r e p r e s e n t . These invo lve f i r s t 

t he a v a i l a b i l i t y of  raw m a t e r i a l s , c a p i t a l , and t e c h n i c a l 

"knovr-how", and secondly a s u f f i c i e n t l y  broad market to enable 

low-cos t u n i t p roduc t ion . As a r u l e , i n d u s t r i e s employing a 

small amount of  c a p i t a l per worker ( l i g h t consumer i n d u s t r i e s ) 

can f l o u r i s h  in a r e l a t i v e l y narrow market provided they can 

develop quickly on d e f f i c i e n t l y  the necessa ry labour s k i l l s ; on 

t h e o t h e r hand, i n d u s t r i e s employing l a r g e amounts of  c a p i t a l 

per worker r equ i r e a broad market in order to reduce t h e i r cos t s 

and s a l e s p r o f i t  p e r u n i t of  o u t p u t . -IThen such an i n d u s t r y i s 

/ e s t a b l i s h e d 



e s t a b l i s h e d without a s u f f i c i e n t l y  broad market , o r a t l e a s t a 

reasonable assurance of  such a market , i t can continue to opera te 

only vdth the aid of  high p r o t e c t i o n and w i l l in t he long run 

almost c o r t a i n l y lower the s tandard of  l iv ing, inasmuch as i t 

•will con t r ibu te to a r i s e in the genera l p r i c e l e v e l . 

Although the s i t u a t i o n w i l l vary g r e a t l y from  country to 

count ry , depending upon l o c a l c o n d i t i o n s , tho fac t  i s t h a t many 

i n d u s t r i e s teve buen e s t a b l i s h e d , a ided by government p o l i c i e s , 

where t he market i s so l i m i t e d t h a t the manufacturers  could no t 

pos s ib ly hope to lower c o s t s through quan t i t y product ion and 

lower s a l e s p r o f i t s  per u n i t , A number of  examples of  t h i s 

could be c i t e d , but perhaps as good a one a s any o the r for 

p o i n t i n g up the problem i s the case of  one country where t h e r e 

a r e f ive  mmufac turcrs  of  e l e c t r i c r e f r i g e r a t o r s ,  whose t o t a l 

product ion i s c u r r e n t l y no t over 500 u n i t s per y e a r . Their 

oppor tun i ty to ge t s t a r t e d came when l i c e n s e s for  impor ta t ion of 

r e f r i g e r a t o r s  were f i r s t  den ied , i n 1947, because of  the growing 

d o l l a r sho r t age . I t i s es t imated t i n t t h e l o c a l market may take 

from  1,500 t o 2,000 r e f r i g e r a t o r s  (commercial and domestic) y e a r l y , 

and t h a t wi th in another two yea r s the l o c a l manufacturers  w i l l be 

ab le to meet the t o t a l demand. The condensing u n i t s with c o i l s 

a re imported. The r e t a i l p r i c e per u n i t i s almost t h r e e t imes t h a t 

in the United S t a t e s and Canada for  s i m i l a r s i z e s . 

On the o the r hand, t h e r e a r e s i t u a t i o n s in which raw 

m a t e r i a l s , c a p i t a l , and manpower ( t e chn i c i ans and s k i l l e d l abour ) 

a r e a v a i l a b l e and could be brought t o g e t h e r for  t h e e f f i c i e n t 

product ion of  a p a r t i c u l a r product provided the market could be 

broadened beyond the confines  of t he count ry . Manufacture  of 

wood pulp and newspr in t , farm  implements, l i g h t s t e e l p roduc t s , 

copper wire and e l e c t r i c a l supp l i e s , t e x t i l e s , canned fi3h, e t c . , 

/ o f f e r  such 



offer  such p o t e n t i a l i t i e s . However, such a "natural*1 

d i v e r s i f i c a t i o n  and s p e c i a l i z a t i o n might involve coopera t ive 

p lanning and t r a d e agreements between groups of  coun t r i e s over a 

long pe r iod of  t i m e . 

A broad and f l e x i b l e  programme could thus c o n t r i b u t e t o 

economic d i v e r s i f i c a t i o n  of  t he region as a whole by enab l ing 

each country to i nc r ea se the range of  i t s s p e c i a l i t i e s and 

exchange these for  those of  o t h e r c o u n t r i e s . In o t h e r words, 

t h e r e a rc l a r g e a reas i n Lat in America in vihich t he component 

p a r t s could complément each o t h e r . 

6 . Trade and Payment Mechanisms. 

In ana lyz ing Lat in \ n e r i c a ' s t r a d e s i t u a t i o n , we have made 

the following  bas i c assumptions: f i r s t l y ,  t h a t imports from 

Europe w i l l have to be increased to a l e v e l more or l e s s equal 

to t h a t of  exports to Europe because of  the shor tage of  d o l l a r s ; 

secondlv, t h a t a high r a t e of  fore ign  investment and long- term 

loans must be a t t a i n e d t o finance  imports of  c a p i t a l goods for 

developmait which v.:ould e n t a i l imports of  equipment, m a t e r i a l s 

and t e c h n i c a l a s s i s t a n c e for  t r a n s p o r t a t i o n , s t o r age f a c i l i t i e s , 

pub l ic c o n s t r u c t i o n , power, i r r i g a t i o n , s o i l conse rva t ion , 

mechanization of  a g r i c u l t u r e , e t c . — thus by provid ing the 

enabl ing s o c i a l c a p i t a l and r a i s i n g the s tandard of  l i v i n g of 

the people engaged i n a g r i c u l t u r e and the s e rv i ce " i n d u s t r i e s " 

t h i s would l a y a firmer  foundation  for  development of  new 

i n d u s t r i e s dependent on a growing i n t e r n a l market , as we l l as 

for  e x i s t i n g export i n d u s t r i e s ; l a s t l y , i t was assumed t h a t 

l o c a l markets i n most of  the Lat in American count r ies a r e too 

narrow for  i n d u s t r i e s r e q u i r i n g a ' r e l a t i v e l y l a r g e amount of 

c a p i t a l pe r worker, and t h a t only through t h e coopera t ive e f f o r t s 

of  groups of  coun t r i e s could I n d u s t r i e s r e q u i r i n g a broader 
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market economically compete Kith s u p p l i e r s from  ou t s ide the 

r e g i o n . Underlying- a l l t h e s e assumptions i s the convic t ion 

t h a t expansion of  t r a d e -will be a key fac tor  in the f u r t h e r 

development of  Lat in American c o u n t r i e s . 

Quite a s ide from  mat te r s of  po l i cy t h e r e a r e c e r t a i n 

t e c h n i c a l d i f f i c u l t i e s  which stand i n tho way of  t r a d e expansion, 

e s p e c i a l l y w i th Europe. The g r e a t e s t obs t ac l e from  the s tandpoin t 

of  Lat in America has been tho breakdown of  the n u l t i l a t e r a l 

system of  world t r a d e , l / The system regu la ted t h o flow  of 

t r a d e , i nves tmen t s , commercial c r e d i t , and se rv ice payments i n 

a-roundabout way t h a t enabled Lat in American coun t r i e s to s e l l 

to any country requ i r ing t h e i r products and to buy in the most 

advantageous market . Because of  the l o s s of  i n v i s i b l e s , her 

l a c k of  f i n a n c i a l  r e se rves and sho r t supply p o s i t i o n , t he United 

Kingdom i s no longer in a p o s i t i o n to a c t as "broker" for  Lat in 

America v i s - a - v i s Europe, This , t oge the r with the n e c e s s i t y of 

tho European c o u n t r i e s to balance accounts with Lat in America, 

t ends t o draw the Lat in American coun t r i e s in to Europe ' s p a t t e r n 

of  b i l a t e r a l agreements. This may become an even more compelling 

force  whoi Economic Recovery .Programme d o l l a r s are no longer 

a v a i l a b l e , un less Europe ' s f inanc ia l  r e se rves a r e g r e a t l y 

s t rengthened i n the meantime. However, i t i s d i f f i c u l t  for 

the Lat in American coun t r i e s to adapt t h e i r t r a d e to a system 

of  b i l a t e r a l agreements because of  the concen t ra t ion of  expor ts 

in a few  conmiodities. I t i s p r a c t i c a l l y impossible for  them 

to a d j u s t t h e i r import requirements so t h a t t h e i r imports o f f se t 

t he needs of  each European country for  t h e bas ic commodities 

of  La t in America. 

1 / For a f u l l  d i scuss ion of  tho effects  of  t he dep res s ion , I 
i n t e n s i f i c a t i o n  of  n a t i o n a l i s m , and the war on m u l t i l a t e r a l j 
t r a d e , see "The Network of  World Trade", League of  Na t ions , j 
Geneva, 1942. I 

/ a number 1 



A number of  agreements have been concluded s ince the "end 

of  the war , p a r t i c u l a r l y between the Argentine and European 

coun t r i e s , for  t he o b j e c t of  r ev iv ing t r a d e . The Argentine has 

en tered i n t o agreements with Poland, F in land , Czechoslovakia, 

Hun Era i t , Rumania, Swi tzer land , Denmark, t he Nether lands , Spain , 

and Sweden; B raz i l has made t r a d e and payment agreements vdth 

t he United Kingdom, Hungary, a id the Nether lands ; Colombia vdth 

Sweden; Chile with tho United Kingdom; El Salvador vdth France; 

Uruguay with the Nether lands , l / These agreements g ive a l i s t 

of  commodities to be exchanged and provide for  c r e d i t or 

overdra f t s  up to a c e r t a i n l i r d t i n order to obv ia te payment 

i n d o l l a r s . I t i s no doubt too e a r l y t o know what r e s u l t s may 

be expected from  those agreements . With r e s p e c t to t he Argent ine 

agreements wiLh the Eas tern European c o u n t r i e s , ECE s t a t e s t h a t 

" I t i s , hov/cver, observed t h a t , judging from  experience so far 

ga ined , none of  these agreements has proved very e f f e c t i v e " . 

Perhaps more nay be expected from  the Argentine agreements with 

Sweden, Swi tzer land , Denmark and the Ne ther lands . 

Regardless of  how effec t ive  the above agreements may tu rn 

out to be , the l i k e l i h o o d of  achieving a r e l a t i v e l y high l e v e l 

of  t r a d e ( t h a t i s , i n terms of  p resen t expec ta t ions of  the OEEC 

c o u n t r i e s ) i s very remote i f  each Lat in American country must be 

i n approximate balance vdth each European count ry . The 

p o s s i b i l i t i e s a r e much g r e a t e r i f  each l a t i n American country 

i s r equ i red only to equa l i ze expor ts and imports with the European 

c o u n t r i e s taken c o l l c c t i v e l y ; thus the Argentine might of fse t  a 

su rp lus vdth t he United Kingdom and t he Netherlands by d e f i c i t s 

with Sweden, Germany and I t a l y , for  example. The o p p o r t u n i t i e s 

1 / Tlie above l i s t of  agreements I s probably incomplete ; t h i s 
info  m a t i o n has been furnished  by the United Nations Economic 
Commission for  Europe. 
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are f u r t h e r  enhanced i f  La t in America taken c o l l e c t i v e l y could 

be included i n a m u l t i l a t e r a l compensatory system which embraced 

a l l of  the Lat in American and European c o u n t r i e s , and i n which 

i n d i v i d u a l Lat in American coun t r i e s would be w i l l i n g to l o s e 

d o l l a r s to Europe whi le o the r Lat in American coun t r i e s earned 

d o l l a r s from  Europe. 

In t h e l a s t a n a l y s i s , p rospec t s for  t r a d e expansion between 

Europe and Lat in America w i l l be condi t ioned by t h r e e f a c t o r s : 

a) The a b i l i t y of  t h e European c o u n t r i e s to i nc r ea se product ion 

to t he po in t where they can export su f f i c i en t  s u p p l i e s of 

the kinds requi red by Lat in America to of fse t  t h e i r imports 

from  l a t i n America. This a l so invo lves lowering cos t s of 

product ion i n order to meet North American compet i t ion . 

b) The ex t en t to which European c o u n t r i e s , e s p e c i a l l y the United 

Kingdom, can bu i ld up f i nanc i a l  r e s e r v e s so t h a t commercial 

c r e d i t and loans may be employed to balance accounts . There 

i s not much optimism t h a t t h i s can be done without d o l l a r 

backing, 

c) The w i l l i n g n e s s of  both Lat in American and European coun t r i 

to n e g o t i a t e m u l t i l a t e r a l t r a d e agreements, under which each 

country would s t i l l con t ro l i t s imports bu t would n e v e r t h e l e s s 

agree to a d j u s t i t s imports and expor t s i n o rde r to f a c i l i t a t i 

t r i a n g u l a r s e t t l e m e n t s . This would mean, i n e f fcc t ,  the 

simultaneous n e g o t i a t i o n of  t r ado agreements which would f i t 

t o g e t h e r into a p a t t e r n . Under such an arrangement, B raz i l j 

might agree t o develop a d e f i c i t  wi th t he United Kingdom | 

which would be offset  i n p a r t by a su rp lus to the Argent ine , 

who in tu rn could have a surp lus vdth the United Kingdom, 

e t c . This may be a very d i f f i c u l t  s t e p to take b u t , i n 

c i rcumstances , anything l e s s than a determined e f for t  along 

t h e s e l i n e s may r e s u l t in a s u b s t a n t i a l decrease of  La t in 

nerican expor t s to Europe. 
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