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of the Economic Comrission for Furope, the committee may

be able to lay the groundwork for trade negotiations between

Furope and the Tatin American countries, Major adjustments

will probatly have to be made in the trade rclations between®w
L ]

" the two continents; it is highly improbable that the Iatin

American cowntries acting independently will be able te

achicve a level of trade commensurate with their cxport

potantialities Yo Burpe.

The opportunitics for incrcasing and stabilizing trade

within the Western Hemispherc might also be explored by

the committec. With reépect to intra-latin ‘merican

trade, a detailed studv of the factors affecting trade,

including restrictive measurcs now in force and methods

of scttling bal-nces, could be helpful in suggesting

meastrus to 1liberalize trade.

2. The Frzeent Situation.

Stated in its simplest torms the dislocations of world trade

arising out of the war present Latin fnwmica with two fundamental

’

problems, One is how to restorc its traditioral trade pattems

.

with EBurcope and make ltsclf lceas dependent upon dollur resources;

the other is concerned with the ¢ffect of trade maladjustmonie §

on the inturnal cconomics of the rogion and how trade may Ve

. Fi ’ 4
expandad %o serve thc needs of industriall.i/ aud apsicultural

developmant, Desplte the favourable trade conditions, in terms

1 orices and volume (with certain notable cxceptions), which

have cxisted for the past three years, latin America cannot

look forward with any assurance to stability in its extemnal

1/ The term "industrv" or "industrial devclopment! is used in
this paper to include transvort and commwications, power,
mining and construction, as well as msnufacturing.

/ trade,
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trade. This rives riso tb fundamental queStions regarding ILatin
America's future trade. Will Burope earn sufficient dollars to
vay for TLatin American exmort surpluses when the Buropean recover:-
programme is terminated and, if not, 1rill Ilatin America be able

to bhalance her tradc with the United States as well as vis-a-vis
Europe? Will bricos of foodstuffs and raw meteriale fall in
relation to prieccs of manrfactured prducts in the years
immediately ahead? Will Latin ‘marica be able to =2xpand
production and exporis in urder (< support its grcving repulation
and industrial develovment programmes? Lastly, =it effect will
these develomnmt oro jects inbrclation o trade have uvon
utilization of resources and manpower, uvcn tariffs and trade
agreements, exchange controls and currency devnluatién?

Befarc the war approximatcly 50 per cent of TLatin America's
trade was with FBurore and a little less than 50 per cont with the
estern Hemisphere., Txporis to Europe averared from 50 per cent
to 55 por cent of Latin America's total exports; imports from
Eurove were from 45 ver cent to 50 pcr cont of the total. The
Areentine, whose exmorts madc up roughly 30 ver cent of the total
for Latin ‘merica, delivered about 75 per cent of its exports to
Europe; Bolivia was even more dependent upon Furopecan trade, with
90 per cent ol her cxports going to that area; Uruguay and Chile
sent 60 per cent; Brazil and Peru over 50 per cent., The imports
of thesec countries from Europe were more or less proportionate to
their exports. Latin America's exports ﬁo the United States
during thc prewar years constituted from 25 per cent to 30 per
cent of its total exports, while sitout onu-third of ite totsl
iﬁUOPt3Id3P1V¢d Iror tbs United Statss,. The érade of Cuba,
Dohinicnn Republic, Mexico and Central América vas predominently

viith the United States,
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In 1947 latin ‘merica reccived over 60 per cent of its
imports from the United States and less than 20 per cent from
Europe. On the other hand, 40 per cent of its eiports went to
Furope and ancther 40 per cent to the United States, the balance
beineg taken care of largely‘by intra-latin American trade.
Although the situation varies greatly from country to cowntry as
shown in Chapter VII of the Economic Survey, the volume of exports
for the region was approximotely 15 per cent higher than in 1937 —
the increased volume went entirely to :c,he United States, exports
to Europe being of ablout the same wvolume as or perhaps lower
than before the war,

Latin ‘merica's net defitit with the United States in 1947
was 1,900 million U.S3. dollars (including shipping, interest,
dividends, etc.), while its net surplus with Europe was close
to 1,300 million U.S, dollars.  Thc magnitude of the problem
may be seen more cleérly whe.n it is realized that Europe had a
trade deficit of 5,400 million U.S. dollars with the United States
in 1947. Europe financed its deficit with lLatin /merica by dollar
loans and aid from the United States, credits and loans from
Latin ‘merica, and disinvestments, Latin /merica, in turn, met
its deficit with the United States largely through reduced gold
and dollar reserves, dollars earncd from Europe through
conversion of sterling and other currencies, and loans and
investmmts: gold and dollar reserves were reduced by almost
900 million U.S. dollars; inves;tmmts, long-term loans, trénsfers,
etc,, accounted for 450 million dellars, eamings from Europe
and the rest of the world for anof;ﬁer 600 million U,S. dollars;

and the balance was covered by short-tem commercial loans and

bank ecredits, _1_/ It was quite clear that neither Europe nor

}_/ See Chapter VIII, Preliminary Draft of gcoanic Survey of
Latin America, Economic Commission for Iatin America.

/Lotin
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Latin “merica could continue to meet such large deficits with
the United States oyt of rescrves and loans.

The situation in 1947 was explained in part by the fact that
deliverics against orders placed immbdiately after the war, based
upon accumulated demand, arrived in wnprecedanted volume.
Nevertheless, the weakness of Latin ‘merica's trode position, as
well as Europe's,vas clearly exposed and led to further measures
such as import quectas, multiple exchange rates, ond currency
devaluation in ordecr to deal with the balence of payments problem,
A number of cowntries did not feel the full impact of the dollar
shortare until 1948, Latin American imports from the mited
States werc reduced in 1948 by 20 per cent (800 millior. U.S.
dollars), whilc exports increased by as much as 10 per cent.

’ Latin ’‘merica's deficit for 1948 would bo somewhere in the

; magnitude of 1,000 ; 1,205 million U,3. dollars, Dcerenscd

i imports from the United States in 1948 were offsct in part by
imports from Turope which increased from 1;100 million to over

1,500 million U,S. dollars. Exporté tn Zurope inereased from

2,600 milljon dollars to 3,000 million of which 2,700 million

dollars worth went to the ORFC l/ comtries. Thus Latin Mmerica

had a surnlus frem trsde with Europq of some 1,500 million
dollars, The surplus was paid fer largzely by dollars, disinvestments,
loans and chort~tem crodits. Cespite its large balance with

Europc, Latin America was again ferced, in 1948, to liguidate

her deficit with the United States largely through reduction in

doll=r and gold holdings, and by investmints and long~term loans
from the Tnited States, Short-tern commercinl loans and

- non-payment for goods received also played an important role in

1/ QOrganization of European Economic Cooperation.

-

/holding imports
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holding imports from the United States at a relatively high level
in 1948, vwhich arc estimated to be about twice as much in volume
as in 1937.

Exports to the United States may increase by another 10 per
cent in 1949 up to 2 tdtal of 2,600 million dollars — the increasc
would be principally in petroleum,wool, coffee, cacao, hides and
skins, and in minerals (copper, tin; zine, lead, chromite,
manganese) being stockpiled by the United States. Thus by a
further cut ¢f 10 per cent in imports from the United States the
gap in dollar payments might be closed provided net dollar earnings
from Europe and the rest of the world can be maintained at
400 - 500 million dollars and dollar investments in Latin /merica
continue at the current rate. This assumes fhat there will be
no change in the price relationship between exports and imports
and that the present level of business activity in the United
States is maintained ;; an assumption which is alrcady being
put to the test by a downward adjustment of prices. Any further
decline may adverscly affect.the temms of trade for the Latin
fmerican countrics since ju@ging from past experience prices
of foodstuffs and raw materials may be expected to drop
proportionately more than those of manufactured goods.

Due to the lack of data, it is not possible to estimate
the effoct of a further decrease of imports on development
programmes in Latin America, The fbllowing'téble gives some
indication of the proportionate amounts of equipment and machinery,
semi-menufactured products and raw materials imported in 1937

and 1947 by selected countries.

/Table 1
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Table 1

Imports of Capital and Consumer Goods in Four

Iatin American Countries Before and fter the War

As percentage of the total value of imports

Hachinery and Raw and semi-  o4por consumer
Countries equipment processed goods
commodities .

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

Argentine * 13.0 1/ 30.91 37.0 = 35.0  50.0 3k.l

Brazil 33.2 b 23.0 17.9 43.8 50.5
Chile 19 .8 2Ll»07 31-4-08 37'6 1&5 014- 37-7
Mexico 340 7 25,12 N33 3682 3T 35 H

Source: Official publications. The classification methods are
not strictly comparable. Data on the Argentine, 1947
were calculated on the basis of 1946.
l/ Includes passenger automobiles.
2/ 1946.
3/ Includes fuels and lubricants.
Accumulated demand has perhaps been an important factor
in the increased volume of imports of thesc classes of supplies,
but the analysis presented in the Iconomic Survey gives us reason
to belicve that the yvearly import requircments for maintcnance
of ‘productive capacity and for needed expansion might well be
at a level comparable to that for 1947. The decrease in 1948
was accounted for, to a considerable extent, by the sharp decline
in the ’‘rgentine imports during the latter part of the year.
It may be assumed that the \rgentine will resume a high level
of imports by 1950.
Vithout prejudging the methods or the most economical
rate of industrial development, we inevitably come to the
conclusion that a considerable number of the Latin American

countries have rcached a stage of development where they will

require more imports from ycar to year if they arc to support

/their growing
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their growing population and carry forward the expansion of industry
and agriculture that is now under way. It is not merely a question
of holding the ground they have gained during the past fifteen
vears, since even a comparatively small decrease in méeting
essential requiremmts of a dynamic development might undo
something of what has already been acconplished., The volume

of industrial production has increcased since brewar by one-third

to one-half, agricultural production by about one-fifth, and
minerals by roughly one-third (induding petroleum, thk production
of which has almost doubled). This increase is nceded for the
larger population (22 per cent in 1947 over 1937) and for
satisfying demand previously taken care of by imports. It is
often thought that domestic manufacture §f consumer goods in a
given emount per capita should enable a proportionate decrease

in imports, and consequently exports. The history of industrial
development points to a contrar” conclusion.  As the tempo of
cconomic activity is stepped up the standard of living and

demands also go up with the result that both exports and imports
are incrcased, Canada over the years increased food and raw
material production and exports as she became industrialized,

This was made possible by the mechanization of her agriculture
which released manpower for industry. It is notable that even
with the phomenal expansion of industry which took place during

the war, Canada was able to expand agricultural and raw material
production. The same story can be told for lustralia, New Zealand,
and the Western European countries, which were largely agricultural
economies at the turn of the century. /And the same must also be
true for the Lgtin American countries which arc making an effort

to diversify their economies and raise the standard of living of
their pcople.

/The situation
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The situation may be sumhed up as follows: industrial

development, greatly stimulatedvdu'ring and after the war,
“intensified demand for capital goods, which in addi.tionbto the
accurmlated demand -for conswrier ~oods resulted in imports that
out-ran the capacity to pay for them. l/ :

The inability to pzy for imports was duc in part to the
failure of exports to cxpand as rapidly as imports and in part
to the ;l_ﬁability of the European countries to cover their total
'deficit with convertible éurrency, which forced them to pay a
;onsiderable portion of tﬁeir deficits in 1947 and 1948 by
.disinvestnents and loans from certain Latin /American countries
(principally Brazil and the Argentine).

Latin imerica met its deficit by dollars earned from export
surpluses to Europe and the rest of the world, dollar investments
and long-term loans, transfers, short-term commercial credits
and non-payment for goods received., The cxceptionally large
imports of capital goods and the inability to liquidate the
deficits from current assets (including investments and long-term
loans) put a h-"en.;zy stmiﬁ on monetary systems which probably gave
further impetus to inflationary pressures. A number of countries
dealt with the nroblem by f;ttempting to adjust the level of imports
to that of exports throueh exchanse controls, quotas, and currency

devaluation,
' It is ob'vi.ous that the present situation cannot continue,
The Western Europcan countries have shown a strong disinclination
to pay out dollars'to latin America, and have indicated their

intention to balance their trade by more than doubling their exports

to Latin America while increasing imports by only 20 per cent. 2._/

_];/ Inflation probably aggravated thc discrepancy between imports
and exports. S .
2/ OEEC Interim Report, Vol. I, Decamber 30, 1948.

/The propensity
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The propensity of United States to export more than it
imports will probably continue; Latin America may therefore be
faced with the problem of adjusting its imports to fit the pattem

which Western Europe hopes to establish,

3. Future Tr with Europe.

The prime objective of the Marshall Plan is to restore the
productive capacity of Western Europe to a point well above its
prewar level, In order td do this and, even morec important, to
achieve stability of production, Western Europe must find export
markets for the goods thus made available — particularly in the
Western Hemisphere. The OEEC countries l/ estimate that exports
to all other countries will have to be at least one and a half
times the prewar level and twice as much as in 1947 to pay for
necessary imports and compensatec for loss of invisible receipts.
Industrial production of the OEEC countries, including Western -
Germany, had increased almost 75 per cent from the end of 1945
to December 1948, at which time it was slightly above that of
1938. g/ The national plans taken together called for a further
increase of 25 per cent in industrial output during the next four
vears, The OEEC Interim Report is somewhat skeptical that the
production soals can be achieved,

Total exports to countries outside the OEEC countries are
expected to increase by over 5,000 million U.S. dollars from 1947
to 1952-53, provided of course that programmed production is
forthcoming. According to the OEEC Report, exports te South
America would rise from 750 million U.S, dollars in 1947 to
2,000 million U.S. dollars in 1952-53., The OEEC Report does not

give separate estimates for Mexico, Central America, and the

l/ OEEC Interim Report, Vol. I, December 30, 1948.
g/ ECA Report, February 29, 1949; page 5.

/baribbean



E/CN.12/85
PIGE 11

-Caribbean countries, but ingtead includes these with thosec for
North 'merica. The exvorts to these countries will probably not
exceed 200 million U.S. dollars. Table 2 shows the categories

and quantities of roods which the OEEC countries expect to export
to South ’merica in 1952-52. Thege figures m ‘e slightly
inflated since it is known that total anticipated exports, which
are built up from the individual CEEC country cstimates, contain
inconsistencies and overlapping. That is, two or more countries
hope to capture a larger share of a particular market than would

be possible for all taka together.

The OEEC believes that the cxport goals of the .QEEC countriecs
are probably OVef-optimistic. Neverthcless, it is estimated that
. exports to South America during the last half of 1948 werc running
at an annual rate of 1,200 million U.S. dollars per year, which
~ was about 20 per cent over the prwgremme, If the European
countries can maintain the prescnt rate of increase for production
there is no recason to doubt that sufficient supplies will be
~available to reach the goal sct for 1952;53.

Another important fector tc be considered would be the
ability of the importing countrics to absorb European exports.
Textile raterials and products, for example, constitute 12.5 per
cent.of the totel to be exported to Latin merica in 1952-53.
Whether there will be a market for as much as 250 million U.S.
dollars worth of textiles and ciothing is highly questionable.
Textile manufacturing has almost deubled since 1937, ;/ and
it is quite certain that expansion of textile manufacturing

facilities will continue at 2 rapid pace,

l/ Cotton consumption in 1946-47 wds 85 per cent higher than
the 1934-38 average. Sce Vorld Fibre Survey, Food and
Agriculture Organization, ,uvgust 1947, page 74.

/Europe
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Enrope has been, to a large extent, out of the Latin /merican
:ﬁarket during the past ten years; many of the products formerly
supplied by her are now manufactured locally, especially light
consumer goods, There is a considerable range of' producers’
goods which will be manufactured in increasing quentitics in the
Argentine, Brazil, Chile, and Mexic>, and perhaps Colombia.

Among others, thesc include: farm implements, industrial
chanicals (caustic soda, sulphuric scid, alcohol, benzol, tar,
ana tar derivatives), steel products (sheect, bars, plates, tubes,
pipcé, rods, wire, cables, tin plate, castings, etc.); paper and
rayon pulp, newsprint, tires, etc.

In addition, Great Britain, France, Belgium, Germany, Italy
and the Netherlards lave lost an appreciable part of their prewar
market to the United States, which it may be most difficult to
regain quickly bzconse of busincss tieswhich have grcwn up between
exporters and impﬁrtﬁrq. In this class are such suppli=s as
structural steel, trapsport éqpipment, heavy industrial chemicals,
wood pulp and papzr, dye-stuffs, pharmaceuticals, electrical power
equipment , harbour installations, amd motors of all kinds. On the
other hand, a T-rge new market is being c;eated by development
projects which are under way or planned. Projects of this type
will nocessitate imports of electric plant equipment, oil drilling
and refining egripment, mackinery and equipment for cosl mining,
25\:ﬁcal factories, irrigation, general construction (ineluding
]aﬁd clearing), trancportation, etc. - Plans for morec conplete
mechanization of agriculture are being seriousiy'oonsidered in
mahy of thc Lat® American comntrics and if :ﬂrcvﬂeﬁJWT} ~arried
out ,would opén ur npportunities fop suppliers of all tyoes of
farm machinery and equipment, as well as for fisheries, storage

and terminal farilitiag. etc. Furope's ability to recapture and

! A O
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expand thesc merkcts will depend on whether she can compete with
North Amcricatr supplicrs. It rmst e rcumembercd that éomcthing

more than pricc and quality are involved. Buropcan manufacturers

will have to adapt their production to meet Latin American needs
and sncecifications; they will have to be prcpaf'ed to send
technici~ns to nassist in olenning and installing their equipment
ond in certain instances to supcrvise and train operatocrs during
the initial stages of production; lastly, ways must be found of
financing procurement of capital gonds. Latin /merican countrics
hope to attract investments and to sccure long-term loans at a
highcr rate than herctoforc. Insofar as these arc private dollar
investmmts, the ecquipment ond materials wlll no doubt be purchascd
from the United States and, to a limited degree, from Ccnada,
Dollar loans, particularly thosc from *he Intcrnetionzl Bank for
Reconstruction and Devclopment, might be used for procurament
from Europe providcd compctitivc conditions are favourable.

That this factor has been teiten into conslderation may be
seen from tho following quotaticns from the OEEC Interim Report:
"The power of 1csterﬂ.‘f‘urope.to increase oxports to South
America will thercfore depend largely on its ability to
compete with the United Statcs, Te achicve the planncd

exports of 2 billion doll=rs in 1952-53 would mecan an
increasc of over 1 biliion dollars above the present
level. Assuming some fall in the total South .mericen
market and somc recovervy in amoorts from Japan, Eastern
Cermany, and other countries, this would mcan o reduction
of at lcas% onc half- in the United States marlet in South
smericain 1947, In view of the commercial tizs that have
developed botween North and South ‘rmerica, -and of the
United -States' ability -te grant goncrous credits, this
seens improbable. South-/merican imports from the United
StatCS'havc,'howcvcr;Afallen'off considerably in tnre first
half -of 1942, }argely as a2 result of dollar shorta:e

This -may give lncraased oppcrtunltles to Western Eurunaan
exporters "

A detalled analysxs sh041d be made ¢ ultry by country to

determine precisely the f'-‘achinc"y and Oquipmerrt, and durable

consumer poods required Tty Latln America year by yezr, and the

/capacity
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.capacity of the European suppliers to satisfy these demands
(including technical know-how) under suitable financial and trade
arrangements, This may entail more time than the short period
remaining before the European Reco&ery Programme ends, but it
W11 be to the interests oF SEbh Bbin Aeaisen and Hitanrts
initiate such studies as séon as poésible.

‘ssuming that Latin America's import level from Western
Eurove more than doubles, i.e, roughly from 1,000 million U.S.
dollars to 2,260-2,500 million U.S, dellars (of which South
America's share would be 2,000 million dollars or gver) during
the next four years, what are the prospects of increased exports
to Furope — especially of certain foodstuffs and raw materials
which are now derived from the Uﬁited States? The general
categories and amounts of imports programmed by the OEEC countries
at the end of the Luropean Recovery Programme are shown in the

following table taken from the Interim Report:

Table 3

Imports from the Outside World by the 0.E.E.C. Countries

in the Programmes for 1952-53

(Excluding imports by the Dependent Overseas Territories)

(Billion dollars - 1948-L9 prices)

Food and Feeding stuffs . . .
TIMbEr « s w0 & o 76 @ 5oy
Solid Fuel .: 5 & % @ eave b
Petroleum . . s & o o4 & %9
Textiles (mainly raw materials)
Fertilizers . + s o ¢ « s
Copper « « « + o ol e
Other ores and metals .
Other raw mterials . .
Equipment . . « « s o+
Other manufactures . .

- . = .
. v .
PR PN
- - - -
. . s
. .
. . s .
-
-
S e

OO0OFOOOMOOOFE
-
LUMWLVW-OQNHHBOWRWO .

S ¢ - . .
-
.

. . - - - .
- - . .- - - - -

- - - . . - - - - -

e - - - - o, '.. - - .

¥ y .

- . - .. - .
- ° - P . -
o. * e e * . v .
- N. * s s v .
- . - - - - -

-

-
-
-

Total . .

-
-
=
N
-
@x®

Although the total is only slightly higher than in 1947

and 1948, there would be a very marked shift in sources of suppliés

/away from
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Table 2

. 1952-53 Exports and Ie-exports to South America from OEEC Countries (FOB:

(iillion Dollars)

Aus Bene Den Ice Ire Nor Por Tur |French| .
tria | 1ux | mark |France|Creece| 1,75 | 1and | TV@WY | way | tugal Sweden| .5 | Zone Bizone| U. K. Total
I. Agricultural i
products 20.1] 17.6| 10.0 R.8 1R.0 7.2 8.5 0.3 1.5} 0.6 0.8| 1.0 93.0
II. kineral solid
fuels 2.8 3.7 39.8
III. 0il and petro-
leum products 5.0 2.4/ - b 7.4
IV. Ores and
metals 6.8] 54.8 40.0 3.0 3.8 Zoet 8.6 77.0 R16.5
V. Machinery 5.6] 59.0] 10.0] 60.0 85.0 C.2 44.,7% R.S 180.1|R10.0 657 <&
VI. Textile mate-
rials and pro-
ducts (inclu-
ding clothing) 4.5 31l.4 30.0 1.0F  A7.0 1.4 13 § 1 9.7{113.0 R50.6
: ; , Lo 63.7a/\ 63.7a/
VII. Other goods 5.7} . 98.8 5.0, 50.0 0.6 78L8]. 152 9.0 R3.6 15.0 143.7/181.0 640.2
¥, ;i . i : . . . . | S.OC S.Oy
Total 32.6] 266.9 32.6 190.0i 2.8 0.6 1.0 R40.6] 23.8 18.9i 159.1 1.5§23.4 I 347.,9|635.0 11,976.3
| ; A !

Source .- Economic Commission for Europe.

a/ Refers to Sweden's "Products of forest industry™".
b/ U.K. exports of oil and petroleum products included in "invisible items" in balance of payments.

E/ This figure represents U.,K. re-exports, which are given separately.

I|‘
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away from the dollar area, South ‘mericz's share will risc 22 per

cent, from 1,700 million U.S, dollars to 2,100 million U.S, dollar .

"~ These estimtes do not include oil imports from Venecuela,

processed in ruba — these are shown as imports from the
Netherlands Overseas Territories. Imports from Juba and Central

America (as well as Mexico, Dominican epublic and Haiti) =zre not

'shov.rn, but will probably be reduced as part of the cffort to shift

from dollzr ares sources:

Table 1, givés conrtemplated imports from South ‘fmerica by

cowmodity breakdown and by importing comtries. It 1s impossible

to know vhetlier there will be any substuntial changes other than
the increases-in bread grains and fibres since the-United |
Kingdom's share, which is over 25 per cent, is not distributed -
by commodity groups. ;/ Fowever, it mzy be assumed that the |
United Kingdom plans to import a-considerahle portiam of her - |
requirements of meat and.dairy products-snd fats-and oils.from
the Argentine and .Uruguay, f)rovlded an.agrecment on prices can

be reacheds - Tt should be noted that the United Kingdom programme
of imports (592 million U.S. follars) is slightly less than her-
imperts from South America in 2948.- - |

Additienal markets for cotton, wool, meat, fats and oils

.are likely to be available if the producing countries.can -increase

their production for cxport. The OEEC 1s, in fact, pessimistic
about the ability of the non-participating sterling area to-mect.
their !quotas®, It expresses.the opinion that Usupplies of wool
from the sterling area may fall short of the programme figures ’

by more than 300 million U.S..dollars, supplies of non-ferrous

1/ The data on the United Kingdom import programe are detailed
by commodity groups for tite Western Hemispherc,
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ores and metals by perhaps 100 million U.S. doliars, and supplies
of raw cotton by 50 millioen U,S. doliars," | .

The OEEC countries have.proérammcd‘TGd million U.S. dollars
of bread grain imports from the United States for the period
July 1948 to June 1949. The planned imports of 173 million
dollars from Latin ‘merica in,l952~53 represents a shift from
the United States of 115 million dllars for the countries other
than the United Kingdom, They expect to shift an additional
350 million dollars of bread grains to Eastern Europe, a source
which is much in doubt. The Interim Report points out that "the
shortfall of Eastern European grain supplies bclow the 1952-53
programmes might reach 350 million dollars, all of which couid
be replaced only from North ‘merica; the programmes from other
sources already exhaust likely availabilities". l/ Thé Argentine
already has large reserves of grain and could probably step up
her production if a long-term agreement couid be'concluded on
prices, However, there is very little hope that the dollar.
shortage for Vestern Rurope will be cnded by 1952, and therefore
its ability to import cven the amounts programmed for 1952-53
will be roughly equal to their capacity to é%port and South
America's willingncss to absorb a like amount of their products.

Reference was made above to the need for analyzing Latin

America's import requirements. Although the problem of determining

;/ The pessimism of the OEEC is not shared in other quarters. At
the recent mecting of International Wheat Conference, the
U.5.5.R, indicated that she was prepared to export 100 million
bushels of wheat; the U,N. Economic Commission for Europe
estimates that it is probable that Eastern Europe may be able
to supply coarse grains to meet import requiraments programmed
by the OEEC countries to come from Eastem Europe.

/Europc 's import



Millions of US

B . TABLE I
~Imports of OEEC Countries from Sout}

’3952 - 1953
—_ _ _ Imports
- \ ' French 1948-49
Austria | Benelux |Denmark| France | Greece Norway 'Portugal | Sweden | Turkey ;m Bizone | Total Total
| | . one
1. Bread gradns . ..,........ e | — 50.8 — = — 3.0 I — ; — ’ — —_ 63.3 173.1 58
2. Coarse grajus. . . ......... e — 89.4 15.0 — — 5.1 - 2.8 — — 345 210.3 271
3. Fats and oils (incl. butter) . ... ... .. —_ 12.3 5.0 10.0 0.2 4.5 — 22.8 0.1 —_ 208 | 1224 253
4. Meat and dairy products (excl. butter) 9.0 4.0 - - 3.3 1.5 — 39 — _ 15.0 ]| 55.6 170
5. Tobacco (unmanufactured) . ... ... 0.1 4.0 2.0 - — ~ 1 — 0.1 0.5 — 1.6 10.3 } 18.6 20
6. All other products for human and ani- E |
~ mal consumption . ...t 7.5 78.0 22.2 20.0 74 5.5 {99.1 16.4 — 50.5 6.0 1.68] 17.1 261.4 514
7. Crﬁde ol Lo — — — -— — - Fl — — 9.4 12.5 — — — 21.9 14
8. Petroleum produets.. . .......... . — — — - — — K = — . 6.0 _ _ _ 6.0 6
9. Steelmaking materials ... ........ 0.5 1.0 — — — 0.1 % - - — — — — 2.7 4.3 4
10. Copperrolled .. .................. 1.0 — - 30.0 - - ;331.4 — — 8.0 —_ 2.2 9.6 720 66
11. Other ores & non-ferrous metals. ... — 15.0 — 5.0 ~- -~ i - 2.4 0.5 3.0 — 1.6 5.4 32.9 89
. ¢
12. All other machinery and equipment . — — 0.5 — — —#a' — —_ — _ —_ _ _ 0.5 .
’ {]
I3. Raw cotton... ..ot 1.3 29.4 2.8 20.0 0.8 04 }i& 8 3.2 2.1 ‘10.5 -— 53| 350 167.6 158
14 Rawwool........... ... ... ... 5.0 204 - 20.0 1.0 - 504 — _— 10.2 —_— 1.6 8.0 110.6 77
i
15. Other textile raw muterials & maou- 5 ﬁ
factured produets ... .......... ... — 2.3 — 40 — - }40.7 1.0 — 0.7 — — 5.0 : 13.9 35
16 Timber ... 005 40 0.6 1.0 -~ — 1.0 0.1 — — 8.0 15.4 1
17. Fertilisers ........... P — 2.1 2.3 10.0 — — 0.8 1.4 — _ — 2.2 29
18. All other items.. . ......... . ..... 55| 252 20| 450 2.1 1.3 16| 250 01 101 g98 [ 2200 222
Tatals s oo ool 30.15| 3380 52.6 | 1650 14.8 43.4 15.5 [ 1579 6.2 24.08] 324.5 1513.9
+ U. K. 592.0 {b)
f 2135.9 1992

Source.—Furnishrd Ly the Ecopumic Commission for Europe based on data secur:d frown the OBEC.
{a) Excludes petroleum from Venczucka, proccssed st Acuba.
. (W United Kingdom dos not give a commodity broukdown for Sauth Awcrican iloports.
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Europc's import reguiremmts, which c¢ruld be supplied by Latin
America, is not so pressine in view of studics already made by
the OLEC countries, it is neverthelcss important to know with
greater exactitude thc commedities and quantities involved and
the possibilities of finencine them. The Latin American countries
must be in 2 position to plan and coordinate their own production
programmes. They have a particular intcrest in stabilizing their
trade relations at a hish level. There is another factor that
bears unon the problem -~ Latin “merica's ca{zacity to produce' _
foodstuffs and raw materials for export. Thair own populations
are growing rapidly and thelr stondard of living slowly rising,
which means of course more foodstuffs and raw materials for
doniestic eonsumpticn, Production potentialities are limited by
lack of mechanization, power, tronsport facilitiis, and mannower,
Assuming continued full cmnloyment, any appreciative increase

in mnpower utilization for cxport production might put a brake
on industrial d.cvelo‘pmmt , which would probably be considered
undesirahle by the governments concerned, /s pointed out earlier,
increased nroduction of foedstufls and ravw mtcrials should go
hand in hand with industrinlization due to mechonization of
agriculture and the use of modern tochniques, but the rate of
developrunt is s5till commaratively low and may net 2llow for

any cubatantial increaze in exports in so short a pericd,

L. Tuture Trode wvith United Statos,

ne of the most algnificant changes in the trade of the

United States has been the proportionatcly larcer share of beth

-its imports and cxports with Jatin Ameriea, In 1937, 22 per cont

of the total imports of the United States came {rom Latin America; Iid
17‘1 1942 Latin !merica's shore had rison to 33 per coat. 20 por
cent of United States cxports went to Tatin jmericn in 1937;

et cen
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25 per cent in 1948, Exports to the United States increased from
575 million dollars to 2,400 million dollars, 1/

The prospects for further increases are perhaps limited to
coffec, cacao, metals (copper, tin, lead, zinc, menganese, chromite,®
iron ore), wool, hides, henequen and besnanas. The United States
imported 1,258,000 metric tons of coffee in 1948 as against
1,133,000 metric tons in 1947. The value for 1948 imports was
698 million dollars in comparison to 601 million dellars for
1947, l/ Consumption of coffee in the United States may increase
proportionately for 1949 and 1950 to satisfy the demand of the
larger population and the higher living standard of the lower
income groups. Suger consumption mey also be expected to increase
during the next few years, but the market for ILatin American sugar
will probably be restricted by the cabacity of the Philippines,
Hawaii, and Puerto Rico to fill their quotas. Cane sugar imports
into the United States decreasecd from 3,778,000 metric tons in 1947
to 2,901,000 metric tons in i9h8. The corrcsponding value figures
were 410 million dollars and 313 million dellars. l/ Domestic
supplics of wool and hides are not increasing as rapidly as demand,
which should nrovide a bigger market for Latin American supplicrs.
The United States stock piling programme for strategic metals is
scheduled to continue until 1953; however, increascd eXPOTLS
from Latin \merica may be limited by productive capacity. Iron
ore may also be imvorted in substantially greater quantitics, The
United Statcs has almost doubled its imports of petrolcum, from
250 million dollars worth in 1947 to /18 million dollars in 1948.
The possibilities of additional quantities in 1949 and later

years will be governed by the productive capacity of United

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

, v , . /States
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States supplicrs, vho arc investing large =mounts of ccpitzl in

plant cxpansion. Tekine in%o conziderstion ¢ll tacsc factors, .

there is a strong pessibility that exports to the United 3States

will rise to an amount from 2,700 million dcllars to 3,000 millics
dollars by 13590 or 1951, This, of coursc, assumcs stable prices
and cconomic conditiorz in the United States, "

In the provious scction it was assumed that there would
have to be 2 narked saift of imports “rom the United States to
Durope. This oould result in a levelline off of imports ifrom
the United States at sbout 2,500 million dollars, or roushly
35 per cent bLelow 1947 and 20 per cent bolow 1348. Therc will
almost certainivy be resistance to such 2 toadency, which is
evidenced by o=fforis to sccure dollar loans and to attract
private investments by various rnlans nOW'being put forth to
finance imzorts for develbpmcnt projects.

Frospects for industrial devclopricnt arc conditioncd by a
nunber of factors suca as cost of oroduction, technclogical
knowvledge and oxperience, adequacy of markets, fizancial
resources, availability of raw materials z1d manpower, which are
analyzed in some detail in the Weonomic Survey. Special attention
should be called to the section on "Finaneing” of Chapter I,
which discussecs the limitations and difficultics of financing
expansion cf manufacturing from local as w2ll as foreign sources.
Nevertheless, scrverz) oroposals have been made to creatc more .
favcura®le comditions snd to strenethm the mechanism for private
imvestment.. The ifea of an Inter-‘merizan 3enk has been revived
and may heve consideratle suprort in some parts of Latin America,
tnother surgestion has recently becn advanced to establish a
"corporation’ which would guzrantee the withdrawal of profits in

dollars if so desired by foreign investors in specified newly

/established
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established industries, Still ~nother plan proposes to go even
further in guarenteeing protection of United States investmants
abrad, In 1944, the Permanent Council of the American
Association of Commerce and Frocduction rccomuendec the adoption
by governments of a code for the protéction and regulation of
foreien investments. Several govermuents have taken measures,
in recent vears, to encourare foreign investments by reclaxing
restrictive end discriminetorv laws which tond to keep out foreign
capital. Although thesc proposals represent hopes rather than
any concrete endeavour, they do illustrate the concern and efforts
of governnent officials and privatc interestis to stimulate
development in the so~-called under-develcped countrics, l/

There is, however, a large field to which private capital
is not likely to be attracted, either because the prospect of profit
is limited or the projects are of cuch a magnitudc that private
finencing iz not fcasible. Improvencnt and expansion of trensport
facilities, communications, power plants and transmission lines,
irrigation, soil conscrvation, public construction (including
hosritals, 1ow’-cost housing, etc.), narketing and storage
facilities, arc indispensable pre-requisites to agricultural
and i:dustrial develorment. Projects of this kind must gonora]ly_
be financed by govermments. They call for large capital outlays
in the form of imported machinery, cquipment, and materiéls
which can be financed only to & very limited degree by the
foreipn exchange resources of eovernments. Jny real assigtance

in this directicen will have to come from government loans and

l/ See speeches delivered by U.S, businessaen at a meeting of
the Imter-“merican Council of Commerce and Production held
at Chicamr, Sentember 1948. Also rscant statements made at
mectines of U.3, National 'ssociation of Forcign Commerce and
the Internatisnal Chamber of Commerce, and various statcments
rade by North American industrialists as reported in the press.
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international agencics. The two principal sowrces of funds

have been the United States Export-Import Bank and the

International Bank for Roconstruction and Development. No doubt
iatin ‘merica will continue to get loans from these sourcecs for
specific pmw jects, but whether they will be adequate to promote
general developmat plans of the kind indicated ébévc is highly
questicnahle.

In any event, the prospects for imports from the United
States at the 1948 leve¢l or hirsher will be govemed largely by
the rate of dollar loans and investments, which in turn will be

-

determined to a considerable extent by international planning

and cooperation,

5. Tuture Trade within the Region.

The war brocught about a marked devclopment in the trade
of Latin /imerican cuntrics with each other (see Chapter VII
of the Econonic Survey)., waevér, intra-regional trade suffers
from restrictive policics which are designed to achieve the
highest possible degree of cconcmic self-sufficiency., The drive
for autarchy reflacts thes intensification of nationalism and
 the psychology of fcar thzt was deeply rooted in the great
depression of the thirtiecs., Rcduced demand depressed basic
commodity prices to a lcvel which caused wide-spread uncmployment
and bankruptcy; this, in turn, stopped the flow of credit and
investrment capital, and reduecd essential imports to a minimum,
The fecar of arsin being almost completely cut-off economically
from the cutside world has no doubt strongly influenced many of
the Latin American countries toward policies which foster
econonic nationaliem,., The war gave an added impulse to this

tendency insofar as it became neccssary to encourage the local

- /manufacture

<
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manufacture of goods not available fronm the normal suppliers.
These supply difficulties together with higher prices encouraged
both national and foreign investors to start new industries,
without taking into consideration local efficiency and comparative
costs. In general, they have been able to continue successful
operations only because of high tariffs; not only does this
increasec prices for the consumer but it also tends to create and
perpetuate monopolics within the country. Industries operating
under such conditions have very littlc incentive to increcase
efficicney, lower costs of production and improve quallty
Protectionist policies are also being applied to foodstuffs
and raw materials against other Latin American countries which
becausc of tradition and a favourablec combination of geographic
conditions, copital and labour, arc not only able to produce these
commodi tics at lower costs but are also partially dependent on
their Latin /merican markets for maintaining their exporis at a
level cormensurate with their import requirements. Then too,
tari ffs, import quotas, etc., ecnacted for the purpose of protecting
new industries (particularly food-processing, textiles, clothing,
and other lirht consumer goods), often generste retaliatory
measurcs which widen trade barriers and the range of products to
be encouraged by local production, High prices, sometimes imposed
through internal controls by the exporting couﬁtrics, also play
an important role in influencing importing countries to stimulate
local production of commodities that were herctofore imported
from neighbouring countries. The result has been that several
countries are now attempting to preduce their own requirements
for such basic ommmodities as sugar, wheat, corn, cattle, cotton,
ve,rrr_‘.ta‘_:-le oils, beans, etc., utilizing land, capital and labour

vhich could be more profitably uscd for- producing cormodities for

/vwhich they



which they arce better adapted. ‘ilthough in a fow cases such
diversification has crsated new possibilities of cfficient and

low-cost production (rice in Chile, Dominican Republic and

Ecﬁador, sugar in Bolivia, oil seeds in El Salvader), it is
evident that the great majority of war developed crops are
artifici=11v nourished and arc now running into difficultics
because of declining world market prices and high production
costs, The case of wheat is particularly relevant in sevgral
countrics, especially those in which support prices have been
established, Without high tariffs many of the sub-marginal
producers would be forced to abandon the less cfficient prodﬁction
and resume imports.

This is not to say that diversification of national economy

is not in iticelf desirable, nor to deny that new industries and

w0

certain agricultural crops should be protected from outside
corpetition during the carly stages of their developmint, The
problem is to cncourage industries end agricultural activities
which have a reasonably sound basis for progressive growth and
_efficient operation. Manv complex factors must be taken into
considcratinn,'but the most important question to be asked is
whcther the essential elemonts are present. Thesc involve first
the-availability of raw materials, capital, and technical
"mow-how', and secondly a sufficiontly broad market to enable
low-cost unit production., As a rulc, industries employing a
srall amount of capital per worker (light consumer industries)
can flourish in a relatively narrow market provided they can | .
develop quickly »nd efficiently the necessary labour skills; on
the othor'hand, industrics employing large amounts of capital

per worker require a broad market in order to reduce their costs

and sales profit per unit of output. ihen such an industry is

/established
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established without a sufficiently broad market, or at lcast a
reasonable assurance of such a market, it can continue to oporate
only with the aid of high protcction and will in the long run
almost ccertainly lower thc standard of living,inacmuch és it
will contribute to a risc in the reneral orice level. |

Mthourh the situation will vary greatly from country to
country, dependin-~ upon local conditions, the fact is that many
industrics heve bueen establiished, aided by government policies,
where the merket is so limited thot the manufacturers could not
pgssibly hope to lower costs through quantity production and
lower sales profits per wnit. 4 nuiber of examplcs of this
could be cited, but perhaps as good a ode as any other for
pointing up the problen is the casc of onc country wherc there
are five mmufacturers of clectric refrigerators, whose total
production is currcntly not over 500 units per ycar, Their
opportunity to get started camc vhen licenses for importation of
refrigerators werce first denied, in 1947, becausc of the growing
dollar shortage, It is estimnted that the local market may take
from 1,500 to 2,000 refrigerators (cormercial and domestic) yearly,
and that within ancther two years the locel monufacturcrs will be
able to meet the total demnnd., The condensing units with coils
arc imported, The rctail price per unit is alrost three times that
in the United States and Conada for similar sizes.

On the other hand, therc are situations in which raw
materials, canital, and manpower (technicisns and skilled labour)
are available and could be brought tégothcr for the efficient
production of a particular product provided the market could be
broadened beyond the confines of the country. HManufacturc of
wood pulp and newsprint, farm implements, light stecl products,

copper wire and eclectrical supplics, textiles, canned fish, ete.,

/offer such
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offer such potentialitics., However, such a 'matural®

diversification and specialization might involve cooperative

planning and trede apreeronts between groups of countries over a
long period cf time.

A broad and flexible prorrarme could thus contribute to
econonic diversification of the region as a whololby enabling
each country to increasc the rangc of its spccialities and
exchange these for thosc of other countrics. In other words,
there arc large arcas in Latin fmerica in which the conponent

rarts could complement cach other,

6. Trade and Payment Mcchanisms.

In enalyzing Latin ‘merica's tradc situation, we have made
the following basic assumptions: firstly, that imports from
Furope will have to be incrcascd to a level more or less equal
to that of exports to Eumpe because of the shortage of dollars;
secondlv, that a hirh rate of forcisn investment and long-ternm
loans nust be attained to finance imports »f capital goods for
development which would entail imports of equipment, materials
and technical assistancc for transportation, storage facilities,
public construction, power, irrigation, soil éonscrvation,
mechanization of argriculture, cte., — thus by previding the
enabling social capital and raising the standard of living of
the people cngaged in agriculture and thé service "industries®
this would lay a firmer foundation for devclopnent of new
industrics dependent on a growing intcrnal'markct, as well as
for existing export industrics; lastly, it was assumed that
local markets in most of the Latin lmerican couniries are too
narrow for industrics rcguiring & 'relatively large amount of
capital per worker, and that only through the conperative efforts

of groups of countries could industries requiring a broader

/market
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market economically compcte with supplie'rs from outside the
region. Underlving all these assumptions is the conviction
that expansion of trade will be a key factor in the further
development ~f latin Anerican countries.

Quite aside from mtters of policy thure are certain

technical difficultics which stand in the way of trade expansion,

especially with Furopc. The greatest obstacle from the standpoint
of lLatin ‘merica has been tho breakdown of the rmultilateral
system of world tradc. }/ The system regulated the flow of
trade, investments, commercial credit, and service payments in

a roundabout way that cnabled Latin lAmerican countries to sell

to any couniry requiring their products and to buy in thc most
advantageous markct. Becausc of the loss of invisibles, her
lack of financial reserves and short supply position, the United
Kingdom is no longer in a position to act as "broker" for Latin
jmerica vis—a;vis Furope. This, togcther vith the necessity of
the Europcan countries to balance accounts with Latin ‘merica,
tends to draw the Latin Zmerican countries into Europe's pettcrn
of bilateral agrcements. This may become an cven more compelling
force when Economic Recovery Procaramme dollars are no longer
av&ilablc, unlcss Europe's financial reserves are greatly
strengthencd in the meantime. However, it is difficult for

the Latin imerican countries to adapt their trade to a system

of bilateral agreoments because of the concentration of exports
in a few commoditics., It is practically impossible for them
to adjust their import requiremcnts so that their imports offset
the needs of cach Europcan country for the basic commodities

of Latin /merica.

1/ For a full discussion of the effects of the depressien,
intensification of nationalism, and the war on multilateral
trede, sce "The Network of World Trade', Lezguc of Nations,
Geneva, 1942,

IIIII | I'Illlllli /A nunmber



A runmber of agreements have been concluded sinco the ‘end
of the war, particularly between the lArgontine and Zurcpean

countrics, for tlc object of reviving trade. The

‘rgentine has

entered into agreansnts with Poland, T*‘mle_nw, Czochcsiovakia,
Huneary, Rumania, Switzerland, T)(,na",ru, tnc Nethorlands, Spain,
and Sweden; 3Brazil has made trade and paymcat acreements with
the United Kingdor:, Huagary, rnd the Nethorlinds; Colorbia with
Sweden; Chile with tle Ynited Xingdom; El Salvador with Frances
Uruguay with the Netherlands, ;L_/ These agrecments give a list
of comaditics te be cxchanged and pfovide for eredit or
overdraits up to a certain linit in order to obviate poyrent
in dullars. It is no doubt too ecarly to Fnow what results nay
be expected from these arsrcenants. YWith reswect to the Argontine
arrecuzats with the Fastern Europé:m countrics, LECE stotes that
it is, boviover, obscrved that, Judsing from exrerience so far
gained, nonce of these agrecments has proved very effective!.
Perhaps more my be expected fror the ‘rgentince agreements with
Sweden, Switzerland, Denmark =07 the Nethoerlonds
Repardless o how effective tho ¢

o abrve agrco"r'lts may inrn

out 12 be, the likelihyod of echicoving a relatively hiph level

of trads (that is, in tems of nresent expectations of the OERC
countrins) is very rcmote if cach Loiin Averican country must be

in approximatc

be.lance with cach BEuropean cowntry., The

-

possivil

ilice are much grester if esch latin Anmcrican country

required only to cqualize exrorts -nd inpurts with the Eurspean

countrics taken ecliceiively; lhus the Arpentine oight offsct a

surplus with the thited ¥ingdon end the Netherlands by doficits

with Sweden, Gerrany and Ttaly, for exanple. The opportunities

;L_/ The above list =f agreements !s probably incomplete; this

infarention hzs boon furnished by the imited Nations TCconomic
Commission for Eurspe.

/arc frther
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are further enhanced if Iatin America taken collectively could

be included in a multilateral compensatory systen which embraced

all of the Latin American and European countries, and in which
individual Latin American countries would be willing to lose
dollars to Europe while othcr Latin imerican countries eamed
dollars from Europe. '

In the last analysis, prospects for trade expansion betwecen
Europe and Latin Anerica will be conditioned by three factors:
a) The ability of the European countries to incrcase production
to the point vhere they can export sufficient supplies or
the kinds required by ILatin America to offeet their imports
from latin America., This also involves lowering ccsts of

production in order to rieet North American competition.

The extent to which Turopean countries, especially the United

Kinsdom, can build up financial reserves s that cormercial
credit and loans may be emploved to balancc aceounts, There
is not much oplimism that this can be done without dollar
backing,

The willingness of both Iatin jAmerican and European countrices
to nemotiate multilateral trade agreaments, under which each ‘
country would still control its imports but would neverthelcss
agree to adjust its imports and exports in order to facilitat
trianpular scttlements. This would mean, in cffeet, the
simultaneous nepotiation of trade apgreocmonts vwhich would fit
together into a pattern, Under such an arrangement, Bragil 5
mizht agrec to devclop a deficit with the United Kingdom ?
which would be offsct in part by a surplus to the Argentine,
who in turn could have a surplus with the United Kingdom,

etc. This may be a very difficult step to take but, in the

circumstances, anything loss than a detcrmined effort along
these 1ines may rosult in a substantial decrcase of latin

American exports to Europe.



