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1. Relationship between Fiscal Policy, National  Income and 

Exports. 

In more than two decades the public finances of the Latin American 

countries have experienced wide fluctuations. These fluctuations are 

shown in table 1 where the overall trend of public finance data is given 

for selected years. 

In order to make the figures comparable, they have all been expressed 

as percentages of national income, wherever such series are available. 

Considering; that the Latin American economies are of an export character 

it seemed relevant to express governmental_ receipts and expenditures as 

percentages of exports when national income estimates were not available. 

It should be noted, however, that the relationship between national 

income and exports has been changing and that in general the relation between 

the value of exports and national income has been on the decline 

particularly since the early thirties. During the war years, however, 

when a contraction of exports took place together with increases in 

national income, the percentages of fiscal data with national income 

and with exports differed widely. / 

The statistical material available is far from perfect and therefore 

all the figures arrived at should be considered as approximations only. / 

A comparison between fiscal data, national income and export figures is 
complicated by the fact that in some countries the fiscal year does 
not coincide with the calendar year and because the fiscal year reflects 
in general the country's international trade of the preceding year. 
Receipts reflect the impact of the level of international trade with 
one year's delay while there is a considerable time lag until 
expenditure reflects, for instance, a shrinkage in commodity trade. 
In the search for trends, however, these considerations can be • 
overlooked, 
For instance, governmert expenditure includes transfer payments such as 
national debt interest and social security benefits, This tends to 
over-estimate the magnitude of outlays in relation to national income. 
Government expenditure tends, on the one hand, to be inflated by the 
inclusion of public debt amortiza tion and a certain degree of double 
computation of items belonging to special funds and accounts. On the 
other hand, however it seems that this is partly compensated by the 

The distortion 
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Table 1A. Central Government Finances  

Selected years. 

1.  

Countries 

In percentages 

1928 1931 

Receipts 

1938 	1946 	1947 1948 1949 

of naticnal 
income 

Argentina 8.4 10.2 13.5 10.8 16.7 16.3 
Brazil 8.7 14.5 14.6 14.3 15.2 
Chile •• 17.6 8.3 13.4 15.5 26.4 
Mexico 10.3 / 9.0 8.2 15.5 .. 13.8 

2.  In 'Dercenta7es 
of exports 

1,r0;3ntina 30.3 48.4 85.7 56.5 7e.3 96.5 04 

Brazil 55.8 51.6  76.1 63.6 63.8 72.3 82.8 
Colombia 57.1 55.0 60.4 64.0 68.6 63.1 .. 
Cuba 40.6 54.6 50.0 .. 38.4 .. .. 
Dominican Fop. 51.7 53.8 80•( 5-).7 0-'1/4.7 75.9 •• 
Ecuador 7.4 132.4 133.C' -)2.2 98.6 153.8 .. 
:7 	S- lvel.or 55.1 65.2 (3.0 52.3 53.0 . .. 
Guatemala. 53.6 (L.') t6,/ __- '-'.1 76.9 88,0 .. 
Haiti 38.0 62.2 111.4 ;7.0  50.3 43.5 
\exi:..o 50.7 ,7.1 '2.3 1,1'5.0 103.3 77.2 
TD.7,ru 38. 7  50.q 52.3 61.8 81.4 81.6 .. 
ITrull1-7 50.4 '4.4 97 	̀1 '10.4 147.2 129.6 .. 
V-ne7n1- 2,'.0 22'.8  6 -1.0 68.2 63.2 56.3 .. 

/ Yo-rs correspond to c',1endn years or to 1928/29, 1931/32, 1938/39, 
etc. 

2/ In 1929. 

7otes: Underlined fiTures are roToted to C 1 at estites only 
All fi7ures have been rounded. 

Source: For explanation sec 	n radix T United ::rations  7,co_eamic Conmission 
for Latin 
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Table 1B. Central Government Finances. 

Selected years. 1/ 

Countries 

1. In percentages 

1928 

xpenditure 

1931 	1938 	1946 	1947 1948 1949 

of national 
income 

Argentina 10.7 13.1 14.4 15.9 16.3 21.6 e • 

Brazil 10.2 10,6 17.8 14,1 14.3 16.1 
Chile 06 29.6 11,6 16,5 14.9 25.4 • • 

• Mexico 9.7 
9/ 

=3 	8.9 10.0 14.8 •• 15.9 • • 

2. In percentages 
of exports 

Argentina 35.3 62.1 91.2 83.6 76.1 127.8 •• 
Brazil 50.8 59.8 92.9 77.9 61.7 72.1 88.0 
Colombia 87.1 65.0 64.6 83.9 85.2 81.3 •• 
Cuba 47.1 50.8 58.0 .. • • 
Dominican Rep. 55.2 61.5 80.0 64.2 88.0 107.2 .. 
Ecuador 77.0 132.4 120.8 82.5 96.9 109.3 •• 
El Salvador 55.1 82,6 63.0 52.3 51.0 .. .. 
Guatemala 57.1 66.7 77.8 86.5 88.5 94.0 •• 
Haiti 39.8 75.6 108.6 52.6 53.5 43.5 •• 
Mexico 48.5 56.6 64.1 100.3 83.8 88.8 .. 
Peru 38.1 52.3 53.5 62.8 93.2 99.5 •• 
Uruguay 58.4 80.8 94.8 109.2 116.6 129.6 •• 
Venezuela 40.6 25.8 64.6 66.0 57.8 58.7 .. 

1/ Years correspond to calendar years or to 1928/29, 1931/32, 1938/39, 
etc. 

2/ In 1929. 

Notes: Underlined figures are related to budget estimates only. 
4 	 All figures have been rounded. 

Source: For explanation see Appendix I. United Nations, Economic 
Commission for Latin America. 

• 
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The distortion that could be introduced in the study by the lack of 

statistical refinement is far less important than that which would 

result from the lack of total inclusiveness of the accounts. The data 

presented are those pertaining to central government, with the exclusion 

of other governmental levels, i.e., provincial and local governments. 

Total coverage of governmental activities in the central sphere, however, 

is of considerable significance since a true analysis of central 

/government finances requires the inclusion of all sources and uses of 

funds made by central government authorities. Since the thirties, 

however, the mushrooming of independent governmental agencies and 

special accounts for which separate receipts were earmarked and specific 

outlays were involved, is increasingly important. These entities arose 

from the very considerable dislocations suffered by the Latin American 

economies during the depression, and their creation was fostered by the 

disturbances brought about by the war as well as by the growth of 

economic development programs. The importance of the activities carried 

out by these agencies, generally outside the central government budget, 

is apparent from the following facts. !The7 number some 52 entities in 

Argenting, 87 in Brazil, about 72 in Lexie:, more than 30 in Chile, 14 

in Venezuela and several in Ecuador, Peru, Cuba, Guatemala, Uruguay, 

etc. Their field of activity includes banking, credit, trading, social 

security, utilities, industry, universities and other miscellaneous 

activities. Their financial relationship with the central government is 

one of autonomy, which ,extends at times also to the reporting of their 

activities. It is for this reason that the availability of data related 

to their annual operations has been almost nonexistent. Requests made. 

by central governments for belance sheets and income statements have been 

only partially successful. In no instance are these figures available 

for a number of years for all independent agencies. 

omission of some items such as subsidies paid outside the general 
budget. Among the receipts,. proceeds of devaluation and other.. 
monetary operations are included, which inflates the total. In 
many instances, however, part of the receipts collected by the 
central government is distributed to autonomous agencies or special 
funds, and not included in the total, thereby tending to under-
estimate the real magnitude of governmental revenue. 

/Regarding special 
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Regarding special funds, reference should be made of the exchange 

profits funds established in Argentina and Uruguay because of their 

importance. The funds are formed with the differential between the 

buying and selling rates of exchange within a system of multiple 

import rates and multiple export rates. Argentina has applied this 

device extensively since 1933. Bolivia, Chile, Uruguay and Venezuela 

derive substantial revenues from this source. To the extent that this 

source of revenue is kept outside the central budget it could be 

considered as a hidden tax on imports and/or exports. In Chile until 

1947, and in Argentina and Uruguay even now, part of the profit is 

kept outside the budget in a special fund or transferred to other 

funds. 

In 1947 and 1948 more than half of the government activities in 

Argentina were not covered by the central budget. Almost half of the 

total receipts and outlays of the Brazilian government were also left 

out in 1945 and 1947. In Chile only 65 per cent of total tax 

collections in 1946 were transferred to the central budget, the rest 

being destined to the financing of independent agencies and funds. 

Lack of published data for ell countries makes it impossible to 

consolidate all accounts and budgets pertaining to the fiscal 

activities of the central government. 1/ 

1/ A rough approximation of the fiscal activities outside the budget of 
two countries which includes proceeds and expenditures of independent 
agencies and special accounts is given in the following tables: 

1948 
(Millions of peso 77 

Expenditure Receipts Expenditure 
(closed accounts) 

A. Argentina 
	

Receipts  

1947 

1. Independent agencies 
(gross) 	  3,223 1,595 5,014 2,333 

2. State Trade Organiza- 
tion (IAPI) 	(net) 	 1,238 561 

3. Exchange Profits Fund. 400 2/ 635 12,1 

Total 4,861 1,595 6,210 2,333 

LI Net receipts. 	Gross receipts. 

/Table 1 shows 
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Table 1 shows data of central government finance in percentages of 

national income for four countries and in percentages of exports for 

thirteen countries. The levels of receipts and expenditure are given 

for six selected years to show the pre-depression, depression, pre-war 

and post-war years. 

Considering the relationship of fiscal data with national income, 

the percentage taken by the governments as receipts have ranged 

betwenn 8 per cent for Lexic• and Chile in 1938 and 26 per cent for 

Chile in 1948 while cutleys have ranged frDm 9 to 30 per cent for 
Mexico and Chile, respectively, for 1931. 

Account should be taken of the fact that tI7 percentages 7)f 

revenues and outlays, especially in the post-war years, are highly 

underestimated due to the non inclusion of dertain goveraratal 

activities outside tho central budget. 

In 1938, three of the four countries analysed, destined a amaller 

share of their national income to government financing than in earlier 

years, this share being the smallest on red )rd since 1931. From 1940 

to 1945, with sporadic exceptions the percopages decreased but 
beginning in 1945 and 1946 the u7 ward tra Is remarkable. The pre-

depression share was more than aura.se l durf - the depression in 

Argentina, Brazil and Chile, while _14exice the predepression levels 

were attained only in 1937. The 	-war,  cork was sUrpassed by Chile 

1945 	 1947 

of cruzeiros) 
B. Brazil 	 receipts 	mditure ?receipts ExPen 'iture 

(Close , accounts) 
1. IndePende.nt agencies 

(oPerating receipts 
and exi-on iitures 	5,906 	3,534 	6,573 	4,295 

c/ Only 57 	o f 71 f -)r 1945 an 1 	42 out of 07 for 1947. 
Source: United Nations, Ec gnomic Commission for Latin iimeri ca 

For an explanati )n SC 3 1.1-1`c—.1 	I .  

/and Mexico 

• 
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and Mexico already in the early forties while it was not till 1945 and 

1946 that this level was reached in Brazil and Argentina, respectively. 

The lag in these two countries was perhaps compensated by the increase 

in revenues and outlays outside the budget. 

The size of the public debt in relation to national income declined 

in all four countries under consideration. On the other hand, borrowing 

by independent agencies has increased considerably. Debt reductions 

4r 	 were greatest and consequently, its relative burden has declined in 

the following instances: 

1) when inflation reached high levels; 2) when debt adjustment plans 

were put into effect; 3) when interest rates have fallen and 4) when 

substantial redemptions of outstanding balances were made taking 

advantages of the accumulation of gold and foreign exchange, and of 

inflation. 

Public debt as Percenta7e of estimated national income  

Country 	1928 	1931 	1938- 	1946 	1947 	1948 

:,rgentina 	33.4 	51.8 	50.2 	55.6 	51.1 	40.0 
Brazil 	 74.6 	54.6 	13.8 ..!/ 11.7 1 	-- 
Chile 	 75.4 	25.5 	15.6 	11.2 	12.5 
Mexico 	39.4 2/  46.7 	27.9 	 11.0 

Perhaps the most accurate calculation of fiscal receipts as 

percentage of national incnme, can be made with Peruvian estimates S/ 

even though the series covers only 1942 to 1947. 

2/ The debt was considerably reduced since 1943 due to the settlement 
made while a further reduction took place in 1946 because note 
currency in circulation was no longer included in the public debt 
outstanding. The Brazilian Government, however, continued financing 
all its spenCing balances rediscounting government bonds in the 
Banco do Brasil. 

In 1929. 

f/ The Peruvian Central Bank has recently published "La Renta Nacional 
del Peru, 1942-19479  where -Iata for government receipts have been 
refined for national income purFoses. 

/ Year 

• 

4 
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Year Receipts 	National income at factor cost Per cent 

(millions of soles) 

1942 357 2,509 14,2 
1943 435 2,614 16.6 
1944 488 3,134 15.6 
1945 541 3,666 14.8 
1946 708 4,274 16.6 
1947 930 - 	 5,448 17.1 

Taking into account the relationship between public finance data and 

exoorts it is Tpssible t analyse a larger ni.L7iber of countries and group 

them according to the resulting patterns. It should be stressed, however, 

that there is a close relationship only in those cases where the level 

of national income is dependent to an aplereciable extent upon the 

fluctuations of comm0qity exports. However, the tax structure of the 

countries analysed and, specifically, the share of receipts derived 

from customs duties and other receipts base(1 or depending upon commodity 

trade, determine to a large extent the ratio between exports and 

governinent receipts. 	It is for these reasons that countries having 

a similar behavious in their public.finarees do not always ceencide 

with countries with a similar behaviour in 	arts. As mentioned above 

it is possible that the ratio of pul)lic finance data and exports is 

more constant in the earlier years of the period analysed when it is 

likely that exports played a more significant role in the level of 

natienal income. 

Considering the six selected years the fll)wing conclusions may 

be drawn. From 1928 t7) 1931 the ratio of receipts to exports increased 

in ten countries out of thirteen. From 1931 to 1932 the increase also 

continued for ten countries. From the pre-depression period to pro-war 

years, the ratios, though increasing slightly, remained very much the 

same in five countries while in three instances they Joubled.. By 1948 

eight countries had overtaken their pre-war levels of receipts. As 

regards expenditure, all but one of the countries considered had achieved 

the pre-depression level of expenj_ture by 193$. This level shows a 

declining trend and in 1948 only seven countries out of thirteen had 

attained the pre-war level. 

/Countries 

• 
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Countries as different as Colombia, Guatemala, Perd and Uruguay 

show a similar pattern i.e., the levels of government receipts in 

percentages of exports rise from 1928 to the early thirties. After a 

short—lived decline they began to rise again until the very early 

forties when another small downward trend is noticeable, recuperating 

almost immediately thereafter. Of this group Uruguay shows the highest 

ratio of receipts unon export values, varying between a low of 54.4 

ner cent in 1930 and a peak of 147.2 per cent in 1947. Perd is at the 

other extreme with a low of 38.7 per cent in 1928 and a high of 81.6 

per cent in 1948. 
Argentina and Brazil are in a category by themselves. Both show not 

only a remarkably similar pattern of the ratio of government receipts to 

exports but also the relative mounts are rather similar, especially 

since 1931. In that year the percentages were 48,4 in Argentina and 

51.6 in Brazil. The highest ratio, was attained in 1938 by Argentina 

and in 1940 by Brazil, while by 1948 they stood at 96.5 and 72.3 per 

cent respectively. 

Mexico and Venezuela could be groured together but though the trend 

is similar the ratio is higher in Mexico, being at tines almost double 

that of Venezuela. Percentages varied fr-m a low of 37.3 per cent in 

1937 to a high of 123.0 per cent in 1944 in Mexico. Venezuela's ratio 

varied between a low of 27.1 per cent in 1935 and a high of 70.8 per 

cent in 1944. 
a 

	

	 Finally, Ecuador, El Salvador, Haiti and the Dominican Republic 

present similarities up to 1937. From then on until 1941 the first two 

countries continued with the same trend but subsequently:diverged 

completely. The ratio of receipts to er)rts is by far the largest in 

Ecuador where it reached 104 per cent in 1933 and was never under 64 

Per cent. 

A striking feature of Latin American government finance policies 

in the two decades under study is their erratic behaviour in response 

to inflationary and deflationary conlitinns. In many instances Periods 

of acute inflation were accompanied by drastic policies of curtailment 

/of expenditure 
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of expenditures coupled with an increase of the tax burden. At the 

same tirpe inflationary periods have witnessed great rises in government 

outlays. In general Latin .erican countries have not always followed 

a conscious fiscal policy in the face of cyclical fluctuations and the 

levels of government receipts and expenditure have been mainly the result 

of expediency. There are, however, very encouraging signs indicating 

that the Latin :z.erican countries are aware of the necessity of using 

fiscal policy'teols as well as of the need for adjusting more closely 

their taxation system to the economic ani social pattern and to the 

government's aims fDr economic develorent. 'any countries have taken 

advantage of the inflation by reducing considerably or, in a few 

instances, by repatriating their foreign debts. This meausre could 

have been more significant had the level of domestic debt not been 

substantially increased above the needs arising from the operation 

thus expanding the money supply. However, the effect of foreign debts 

repatriation upon the balance of payment has always been favourable. 

The level of expenditure in the majority of the countries was 

maintained high in the light of the prevailing inflation. 	The 

substantial increase of their internationT1 assets and the expansion 

pf receipts stimulated plans for econic level:)7-ient. 	The level 

of receipts shmw record . cellections'in the post-war years m,inly due 

to the continuation of higher burdens irmosed during the war, coupled 

with inflation. However, taxble ca°acity for production purposes has 

not yet been reached. 

Finally, attention should be called to the fact that under modern 

methods of government accounting the distinction between current and 

investment accounts have already been accepted and ado:libel by countries 

with advanced budgetary practices. Because very few of the Latin 

hnerican countries present their budgets in such a form 1  hardly any 

study of their public finances have failed to point out the chronic 

Ackncwledgeent being madEl,  -f the existence of ordinary and 
extraerdinary budgets or of semarate groups of exoenditure, i.e., 
current to be covered by taxation, and cnoital to be covered by 
borrowing. These have been sim:lified atter-pts of the more refined 
systems of capital and investment accounts. Venezuela recently 
introduced the division and Ecuador and Haiti are also considering 
its ad?-tion. 

/unbalancing 

a 

a 
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unbalancing of their budgets. When expenditure in public works is 

deducted from the total, however, (assuming that the public works 

account is a simplified capita] account) mpny of those deficits 

decrease considerably and even become surpluses. In this way the 

continuation of antiquated government accounting practices are likely 

•v 	 to have had an unfavourable effect u-on the international credit 

standing of several Latin I=erican countries. 

2. Changes in the Comnosition and Level of Government Revenue  

and Expenditure 

Tables 2 to 5 show under main selected headings the composition of 

revenue and expenditure of several central governments of Latin America 

as well as the level of government receipts and outlays in percentages of 

national income and of exports. 1/ 

The two decades unbr study show the introduction of several 

important changes in the tax structure of the Latin Lmerican countries. 

During that time few overall fiscal reforris were male, piecemeal reforms 

having been more common. 

The outstanding feature of the thirties was the introduction in 

many countries of a. general income tax. This trend was continued in the 

forties in the smaller countries which earlier did not have taxes on 

income or had adopted only partial taxes on business profits. Excess 

profits taxes, high profits taxes, windfall profits taxes were 

successfully appplied during the second World war on account of the high 

1 It should be noted, h)wever, that -luring the two decades under 
consideration the simificance of the lata has altered to some 
extent. Several major changes in accounting -rocedures and in 
the reporting and presentation of pu'lic finance statistics 
account for some of the changes shown in the tables. 

/profits and 
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profits andjmflatin 1/. 

The administrative difficulties of imposing taxes in less developed 

countries were easily overcome by devices such as withholding at the 

source, and application of taxes only to the high income earners. In 

1/ In 1928 seven out of the twenty Latin American countries had a general 
income tax, while two possessed partial taxation of business profits. 
By 1938 eleven countries had adopted general income taxation, and 
three of them imposed levies on certain profits. In 1950 fifteen 
countries have general income taxes, two have imposed taxes on business 
profits and one on excess profits, Only two countries do not tax 
incomes or profits at all. The following countries did not have a 
general income tax or had only partial taxation if incomes in the 
following three zeleeted years: 

1928 1938 1950 

Argentina Honduras Cuba (partial) Cuba. .(partial) 
Bolivia Nicaragua Dominican Republic Guatemala (partial) 
Costa Rica Panama Guatemala (partial) Nicaragua 
Cuba (partial) Paraguay Haiti (partial). Panama 
Dominican Rep. Uruguay Honduras Uruguay (excess 
Guatemala Venezuela Nicaragua' profit) 
Haiti (partial) Panama 

Urugji 
1701-1r3 	uo 

Uruguay, which has only. an'cxcess profits tax since- 1945 has made it 
a point not to introduce. an income tax, due to its policy of attracting 
foreign capital investments and encouraging domestic savings and 
investments as well. The absence of a general income tax coupled with 
an excess profits tax levied on a small number of taxpayers forms part 
of this policy. The excess profits tax has proved to be easy to 
administer and produces sizeable revenues in times of inflation. 
Considering that the traditional investing .countries in Uruguay 
include Argentina besides the United States and Great Britain, it is 
reasonable to believe that the beneficial influence of the absence 
of income tax is rather psychological since the Argentine legislation 
only taxes the incomes and profits originated in Argentine territory, 
while the United States legislation grants credits for taxes paid 
abroad. Besides negotiations for a bilateral agreement to prevent 
double taxation are reported to be near completion between Uruguay 
and the United States. 

/this way the 
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Table 2, Changes in the composition of  government expenditure  

Selected years - (In percentages of total) 

Country 
Fiscal 
Year 

Public 
Debt 
Service 

Internal 
and 

Extennal 
Security 

Social 
Expen- 
diture 

Public 
Works Other 

1. Argentina 1928 19.4 17.1 17.7 15.0 28.4 
1938 14.7 19.8 19.6 17.1 22.4 
1947 8.8 30.0 20.7 16.3 19.2 
1948 5.6 30.2 16.1 27.3 17.6 
1949 6.3 24.8 31.3 24.8 12.8 
1950 7.4 23.8 27.9 17.2 23.7 

2. Brazil 1928 33.3 14.4 3.4 17.9 40.9 
1930 27.3 21.1 8.3 23.4 19.9 
1938 21.0 30.5 5.6 26.3 26.6 
1947 9.3 32.5 7.7 16.3 34.2 
1948 .. 31.3 10.2 18.1 •• 
1949 .. 29.7 11.3 17:1 •• 

3. Chile 1928 22.7 29.5 16.1 11.5 20.2 
1931 23.1 19.5 19.6 19.6 18.2 
1938 2.2 37.1 34.0 12.5 14.2 
1947 0.5 23.6 25.3 13.8 39.8 
1948 7.4 22.9 27.6 8.6 33.5 
1949 9.0 21.5 16.8 7.2 •• 

4. Mexico 1928 1.4 33.8 11.5 •• 
1938 19.1 15.8 19.0 18.4 27.7 
1947 9.7 16,8 19.8 33.2 20.5 
1948 15.7 14.2 15.9 32.4 21.8 
1949 'P.7 1211 16.2.  28.5 18.9 

5. Colombia 1928 4.3 8.8 6.1 .. •• 
1938 14.1 15.1 13.0 19.4 38.4 
1947 11.1 13.2 10.7 24.7 40.3 
1948 12.4 13.8 9.7 23.1 41.0 
1949 13.8 16.1 13.o 21.6 35.4 
1950 15.1 17.1 14.2 18.5 35.1 

6. Ecuador 1928 12.3 21,3 17.5 19.3 29.6 
1938 4.7 26.6 27.3 11.7 29.7 
1947 3.2 20.8 26.2 15.9 33.9 
1948 4.1 20.7 30.1 21.8 23.3 

• 1949 5.7 18.2 27.1 25.2 23.8 

7. El Salvador 1928/29 33.3 18.5 - 11.1 37.1 
1938/39 5.9 23.5 - 11.8 58.8 
1947 5.9 11.8 3.9 7.8 70.6 
1948 5.2 8.6 3.4 5.2 77.6 

/ 8. Guatemala 
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Table 2. Changes in the composition of government expenditure  

Selected years - (In percentages of total) 

Internal 
Public 	and 	Social 

Fiscal Debt External Expen- Public 
Country 
	

Year Service Security diture Works 
	

Other 

8. Guatemala 1928/29 18.8 	18.8 	12.5 
1938/39 28.6 	14.3 	14.3 
1947/48 2.2 	E.7 	19.6 
1948/49 - 	. 12.(8 	23.4 
1949/50 4.8 14.3 26.6 

9. Haiti 	1929/29 24.4 	15.6 	15.6 
1939/39 7.9 21.0 13.0 
1947/48 13.0 	16.7 	15.5 
1948/49 16_.4 	- 	23.9 

• • 	 •• 

• • 	 • • 

• • 	 • • 

• • 	 • • • 

• • 	 • • 

	

24.5 
	

20.9 

	

13.6 
	

26.5 

	

17.8 
	

37.0 
6.00 
	

53.7 

10. Peru 	1928 	17.5 	26.6 	14.9 	5.8 	35.2 
1938 	- 	19.6 	12.5 	.. 	.. 
1947 	- 	21.4 	22.7 	.. 	• • 
1948 	- 	22.5 	23.2 	.. 	.. 

11. Venezuela 	1928/29 	6.5 	11.4 	6.1 	20.8 	55.2 
1938/39 - 	10.3 	12.5 	20.8 	56.4 
1947/48 0.6 	7.8 	23.4 	39.3 	28.9 
1948/49 0.1 	8.3 	12.0 24.9 	54.7 
1949/50 0.5 1-5-9- 

	

--!- 	20 	35.8 	31.4 

12. Uruguay 	1928/29 27.1 	%5 .2 	23.7 	1.7 	59 
1938 	18.7 	17.6 	25.3 	5.5 	91 
1947 	8.9 	12..6 	27.9 	3.7 	190 
1948 	5.6 	.. 	.. 	.. 	232 

Notes to Table 2. 

Data on expenditure refers to the central government budgets only 
and their contributions to independent agencies or other levels of • 
governments. Public Debt Service is in total because of the impossibilities 
of making the breakdown of amortization, interest and commission payments. 
External and Internal Security refers to army, navy, air force, councils 
of national defence, military factories, expenses for armaments and 
central government police forces. Social e2spenditure covers public health 
education, social contributions to pension funds. Public Works figures 
correspond to those works undertaken by the central government only, 
covering both the wage bill and the material and equipment. Substantial 
amounts are left out under the last two items because they pertain to 
independent agencies. Underlined figures represent estimates only. 

Source: United Nations Economic Commission for Latin America. 
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Table 3. Changes in the composition of government revenue. 

Selected years - (In percentages of total) 

Income, 	 Consumption. 
excess Customs duties Production, Total Non- 

Fiscal profits, 	 Turnover, 	tax 	tax 
Country 	year 	etc. 	Imports Exports 	etc. 	reveille receipts 

1. Argentina 1928 	- 	47.3 	3.8 	21.4 	85.2 	14.8 
1938 10.8 27.3 - 	34.6 79.1 20.9 
1947 29.6 12.1 - 	25.6 63.2 36.8 
1948 32.4 	8.9 	- 	26.0 	60.0 40.1 
1949 31.6 14.7 - 	19.4 69.3 30.7 
1950 23.2 7.7 - 	24.9 58.0 20.0 

2. Brazil 	1928 	3.1 	42.4 	- 	31.2 	81.4 	18.6 
1930 	3.2 	38.9 	- 	33.2 	76.6 	23.4 
1938 	7.4 	27.1 	- 	28.1 	66.1 	33.9 
1947 28.2 13.5 - 	42.5 84.2 15.8 
1948 26.7 10.5 - 	40.1 	82.1 17.9 
1949 23.7 13,,0 - 	487 86.0 14.0 

3. Chile 	1928 	16.6 	58.0 	- 	6.8 	87.2 	12.8 
1931 32.7 27.7 - 	9.7 61.7 38.3 
1938 12.5 55.6 - 	10.7 86.8 13.2 
1947 12.2 25.4 0.01 12.1 54.8 45.2 
1948 12.1 20.3 0.01 10.3 	70.1 29.9 
1949 27.6 21.6 0.01 10.9 84.3 15.7 

4. Mexico 	1928 	6.3 	36.7 	3.3 	25.7 	72.7 	27.3 
1938 	9.8 	20.8 	6.4 	32.6 	83.1 	16.9 
1947 23.4 13.1 10.3 	31.1 84.415.6 
1948 24.3 16.3 3"*.f 	25.6 847 15.9 

5. Colombia 	1928 	4.1 	53.9 	 5.3 	68.4 	31.6 
1938 16.1 35.6 1.1 	17.2 82.7 17.2 
1947 32.8 22.5 0.3 	11.9 86.7 13.3 
1948 31.9 18.4 0.3 	14.1 84.1 15.9 
1949 33.9 15.8 0.5 	17,1 84.7 15.2 
1950 31.7 15.6 575 	5.7 87.9 12.1 

6. El Salvador 1928/29 - 	51.8 	11.1 	22.2 	88.9 	11.1 
1938/39 5.9 	----52.9---- 	17.6 	76.5 23.5 
1947 	5.7 	35.8 	37.7 	20.8 	81.1 	18.9 
1948 	5.8 	13.5 	17.3 	17.3 	82.7 	17.3 

/ 7. Guatemala 



93.3 6,7 
91.7 8.3 
77.5 22.5 
77.3 22.7 
90.5 9.5 

93.0 7.0 
92.3 7.7 
92.4 7.6 
.. •• 

0.6 16.4 
75.0 25.0 
70.5 29.5 
66.9 33.1 

68.3 31.7 
57.8 42.2 
56.8 43.2 
51.0 48.2 
53.0 47.0 

89.0 11.0 
• • 

• • 
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Table 3. Chanes in the comosition of government revenue 

Selected years - (In perconta:;es of total) 

Country 

Income, 	 Consumption, 
excess 	Customs duties Production, Total 	Non- 

Fisc•l profits, 	 Turnover, 	tax 	tax 
year 	etc. 	Imports Exports 	etc. 	revenue receipts 

7. Guatemala 1928/29 	- 	46.6 	13.3 	20.0 
1;30/39 	- 	33.3 	16.7 	25.0 
1947/40 	- 	22.5 	5.0 	27.5 
1949/4) 	- 	22.7 	4.5 	25.0 
1949/50 	- 	29.2 	7.1 	22.6 

8. Haiti 	1)21/29 	2.3 	50.1 	23.2 	7.0 
1930/39 	 53.8 	12.8 	8.0 
1947/48 12.6 	54.4 	19.0 	6.3 
194/4) 	- 	---- 68.6---- 	.. 

9. Peru 	1928 	6.6 	28.7 	6.6 	35.2 
1930 	 21.4 	7.8 	35.4 
1947 	17.4 	9.7 	21.0 	19.2 
1948 	20.2 	6.0 	16.9 	19.7 

	

47.4 	- 	0.4 

	

36.6 	- 	20,8 

	

20.6 	- 	11.2 

	

17.5 	_ 	9.6 

	

16.6 	- 	15.2 

11. Uruguay 1928/29 
1938 	 • • 
1947 	5.0 	30.4 
1940 	5.6 	22.0 

10. Venezuela 1928/29 
1938/39 
1947/48 22.0 
1940/49 24.4 
1949/50 25.9 

40.7- 	27.1 

25.4 
33.2 

Notes to Table 3: Data• of the receipt side refers to the following: Income, 
excess 'Profits, etc., taxes cover the inc ce taxes proper, schedular or 
flat rate plus surtaxes, the excess profits taxes, the windfall profits 
taxes, capital pains taxes and in countries whore a general income tax did 
not exist the business refits or other similar burdens upon some incomes. 
Customs duties show breakdoWn of import and exbort duties. Import duties 
include statistical fees but exclude customs fees whenever pDssible. 
Censum-ction, production taxes, etc. refer to excises, taxes on eroduction, 
sales and turnover taxes as well as stamp,  and transaction taxes. Total tax 
revenue covers the above -:aentioned taxes plus other miscellaneous ones. 
Non-tax receipts include receipts from public domain, from the operation 
of government undertakings, administrative receipts of all kinds and any 
other receipt which is not a tax. Proceeds of loans have always been 
excluded. Taxes collected by the control ,..,oVernment on behalf of provinces, 
municipalities and independent aponcies are included. Underlined fibres  
represent estimates enly. 

Source: United Nations, Economic Commission for Latin imerica. 
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Table 4. The level of overnaent exDenditureS selected ears 

(In percentages of estLaated national income and of exports) 

Public Internal and Social 
Fiscal Debt External Expend- Public 

Country 	year Service Security iture Works Total 

A. In percentages. 
of. national  
income 

1. Argentina 	1928 	2.1 	1,8 	1.9 , 	1.6 	10.7 

	

1938 	2.1 	2.9 	2,8 	2.5 	14.4 

	

1947 	1.4 	4.9 	3.4 	2.7 	16.3 

	

1948 	1.2 	6,5 	3.5 	6.0 	21,6 

2. Brazil 	1930 	2.7 	2.0 	0.9 	2.4 	10.2 

	

1938 	2.2 	3.2 	0.6 	2.8 	10.6 

	

1947 	1.3 	4.6 	1,1 	2,3 	14.1 

	

1948 	.. 	4.5 	1.4 	2.6 	14.3  

	

1849 	I • 	 Lr. 	1.8 	2.8 	16 1 

3. Chile 	. 1931 	6.7 	3.9 	5.7 	5.7 	29.6 

	

1938 	0.2 	4.3 	3.9 	1.411.6 

	

1947 	0.07 	3.5 	3,8 	2.0 ' 	14.9 

	

1948 	1.9 	4.1 	7.0 	2.2 	25.4 

4. Mexico 	1928 	1.1 	3.3 	1.1 	,. 	9.7 

	

1938 	1.3 	1.6 	1.9 	1.8 	10.0 

	

1948 	2.5 	2,3 	2.5 	Lt? 	15.9 

B. In percentages  
of exports 

1. A'rentina - 	1928 
193 8 
1947 
1943 

2. Brazil 	1928 
1931 
1938 
1947 . 
1943 
1949 

	

7.5 	6.6 	6.8 	5.7 	38:3 

	

13.4 	18.6 	17.9 	15.6 	91.2 

	

6.7 	22.8 	15.7 	12.4 	76.1 

	

7.2 	38.7 	20.6 	35.0 	127.8 

	

16.9 	' 	7.5 	3.0 	9.1 	50.8 

	

14,1 • 10.9 	4.3 12.1 

	

19.5 	28.3 	5.2 	24.4 	92,9 

	

5.7 	20.0 	4,8 	10,0 	61.7 
•• 	22.6 	7.4 	13.1 	72,3 
.. 	26.1 	9,9 	15.0 	88.0 

3. Mexico 	1928 	5.7 	- 16.4 	5.6 	•• 	48.5 
1938 	8.1 	10.1 	1.2 	11.8 
	

64.1 
1947 	11,9 	14.1 	16.6 	27.8 
	

83.8  
1948 	13.9 	12.6 	14.1 	28.8 
	

88,8 

/4. Haiti. 
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Table 4. The level  of overmlent exPenditures selected years 

(In percentaLes of estimted national inCo:lic and of exports) 

Public Internal and Social 
Fiscal Debt External Expend- Public 

Country 	 year Service Security iture Works Total  

4. Haiti 	1925/29 	9.7 	6,2 	6.2 	9.8 	39.8 
1932/39 8.5 	22.3 	14.1 	34.3 108.6 
1947/48 	7.0 	8.) 	3.3 	9.5 	. 53.5 
1943/49 7.1 	- 	10.4 	0.3 43.5 

5. Venezuela 	1928/29 	2.6 	4.7 	2.5 	2.4 	40.6 
1935/39 	 6,7 	3%1 	13.4 	64.6 
1947/48 0.3 	4.4 	12.6 	22.7 57.8 
1948/49 0.06 	4.9 	0.7 	14.6 58.7 

6. Colo.lbia 	1925 	3.7 	7.6 	5.3 	.. 	27.1 
1933 	9.0 	13.2 	2.3 	12.5 	64.1 
1947 	9.4 	14.0 	9.1 	21.1 	35.4 
1948 	10.0 	14.6 	7.9 	18.3 	81.3 

7. Ecuador 	1928 	9.5 	16.3 	13.5 	14.9 	77.0 
1938 	5.7 	32.2 	33.0 	14,1 	120.8 
1947 	3.1 	20.1 	25.3 	15.4 	96, 
1948 	4.5 	22.6 	32,9 	23.8 	109.3 

5. Guateclala 	1923/29 10,7 	10.7 	7,1 	,, 	57.1 
1938/3) 22.2 	11.1 	11.1 	•• 	77.3 
1)47/43 1.9 	7.7 	17.3 	.. 	33.5 
1)4449 	 12.0 	22.0 	• • 	94.0 

9. El Salvador 1923/29 1.5%3 	10.2 	 6.1 	55.1 
1)3J/39 3.7 	14.5-' 	 7.4 63.0 
1947 	3.0 	6.0 	2.0 	4.0 	51.0 

10. Peru 	* 1928 	6.7 	10.2 	6.0 	2.2 	38.1 
1933 	- 	10.4 	6.7 	.. 	53.5 
1947 	- 	19.9 	21,2 	.. 	93.2 
1941" 	- 	22.4 	23.1 	.. 	 99.5 

11, Uruguay 	192.429 15.5 	6. 	 13.0 	1.0 	53.4 
1933 	17.7 	16,7 	23.9 	5.2 	94.3 
1947 	10.4 	13.5 	32.6 	4.3 	116.6 
1)48 	7.2 	,.. 	 • • 	129.6 

Source: United'Nations, 	C(.Laission for Latin .‘i,lerica. For 
explanation see Ilimendix I. 
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Table 5. The level of government receipts, selected years 

(In percenta6es of estimated national income and of exports) 

  

Fiscal 
Year 

Income, 
excess 
profits 
etc, 

Consump- 
Cust o m s tion, 	Total 

produc- tax 
Imports Exrorts tion etc. revenue 

Non- Total 
tax Receipts 
receipts  Country 

 

  

A. In Fercentaes 
of national  
income  

1. Argentina 	1928 
1930 
1947 
1948 

2. Brazil 	1930 
1930 
1947 
1948 
1949 

3. Chile 	1931 
1938 
1947 
1948 

4. Mexico 	1928 
193 8 
1948 

B. In percentages 
of exports  

1. ArL;entina 	1928 
1938 
1947 
1948 

2. Brazil 	1920 
1938 
1947 
1948 
1949 

3. Mexico 	1928 
1930  
1947 
1948 

4.0 0.3 1.8 7.2 1.2 8.4 
1.4 '3.7 4.7 10.7 2.8 13.5 
4.9 2,0 4.3 10.5 6.2 16.7 
5.3 1,4 4.2 6.5 16.3 

0.2 2,7 2.3 5.4 1.6 7.0 
0.6 2.4 2.4 5.3 2,9 8.7 
4.1 2.0 6,2 12.3 2.3 14.6 
3.8 1,5 5.7 11,2 2.6 14.3 
3.6 2.0 7.4 13,1 2,1 15.2 

5,7 4.9 1.7 10.9 6.7 17.4 
1.0 4.6 0,8 7.2 1.1 8.3 
1:9 3.9 1.9 8.5 7.0 15,5 
3.2 5.4 2,7 18.5 7.9 26.4 

0.5 2,8 0,2 2,0 5,6 2,1 7.7 
1.0 2.1 0.6 3.3 8.3 1.7 10.0 
3.2 2.3 0.7 245 11.6 2.2 13.8 

14.3 1.2 6.5 25.8 4.5 30,3 
9.3 23.4 29.7 67.8 18.0 85.7 
23.1 9.4 20.0 49.4 28.8 79.3 
31.2 8.5 25.0 57. 38.7 96.5 

1.7 23.6 17.4 45.4 10.3 55.8 
5.6 20,6 21.4 50.3 25.8 76.1 
10,0 8.6 27.1 53.7 10,1 63.8 
19.3 7.6 29.0 59.4 12,9 72,3 
19.6 1,1 40.3 71.2 11.6 82.8 

3.2 3.6 1.7 13.0 13.9 50.7 
4.1 10.9 3.3 17.0 43.5 8.8 52.3 
23.2 13.5 10.6 32.1 87.2 16.1 103.3 
18.7  12.6 4„2 19.8 64.9  12.3 77,2 

/4. Haiti, 
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Table 5, The level  of governnent reccipts4  selected_years 
(In percentages of esti-ziated national income. and of exports) 

Country 

Income, 	 Consump- 
excess C u s t o m s tion, 	Total Non- Total 

Fiscal profits,  	produc- tax tax receipts 
year 	etc. 	Laports Exports tion, otc. revenue receipts 

4. Haiti 	1920/29 0.0 	22.1 	%8 	0,3 	35,0 	3.0 38.0 
1)38/3) - 	59.') 14.2 	0.9 102.8 0.6 111.4 
1947/4' 6.3 27.4 1.0 3.2 46.5 3.8 50.3 
1940749 --- 2/,'----- 	 43.5 ,. .. 	.. 

5. Venezuela 	1920/29 	.. 	 10.0 	- 	0.2 	26.0 	12,0 	38.0 
1)3739 - 22.3 - 12.7 35.2 24.0 61.0 
1947/4, 1.4 13.0 - 	7.1 35.; 27,3 63.2 
194/49 13.7 	9.0 	_ 	4.5 29.2 27.1 56.3 

6. Ccl-),bia 	1920 	2.2 	30.0 	- 	3.0 	39.1 	16.' 	57.1 
1930 	9.7 21.5 0.7 10.4 50.0 10,4 60,4 
1947 22.1 15.5 0.2 0.2 59.6 9.1 6._%C.  
1940 	11.6 0.1 	0.9 53.1 10.0 63.1 

7. Guatemala 	1923/29 	_ 	25.0 	7.1 	10.7 50.0 	3.6 	53.6 
1930/39 
1947/4 - 
	22.2 11.11.7 61,2 5.5 66.7 
- 17.3 3._ 21,1 59.6 17.3 6.9 

1942/49_ 20,0 4.0 22.0 60.0 20.0 ,s8.0 
8. El Salvador 1)2;729 	- 	20.5 	6.1 	12.2 	4.9 	6.1 	55.1 

19;y3) 3.7 ----33.3--- 11.1 40.2 14.2.  63.0 
3.0 19.0 2...).0 11.0 43.0 10.0 53.0 

9, Peru 	192 	2.6 	11.1 	2,6 	13.6 	32.4 	6.3 	30.7 1)30- 	- 11.2 4.1 10.5 39.2 13.1 52.3 
1947 14.2 7.9 17.1 15.2 57.4 24.0 '1.4 
194,. 16.5 4.9 13." 16.1 54.6 27.0 A.6 

.10. Uruguay 	1)2729 	- 	-23,0-- 	15,0 52.4 	6•0 58.4 1)32 	- • • 	•• 	• • 	• • 	97.9 

lf ' 
7.3 	44.0 	 37.3 	.. 	•• 
7.2 20.5 	43.0 .. •. 147.2 129.6 

Source:  United Nations Economlc CO7L'iliSSLDri for Latin lo-Jerica. 
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this- way the tax administration leaves out a large portion of the 

gainfully employed population, and the administrative task is easier 

and less costly. The fiscal success of income and-excess profits 

taxes shown by the large percentage of the total show that it is 

possible for less developed areas to introduce taxes which had been 

Considered ineffective until recently in view of the existence of a 

large self-subsistent sector of the economy, the low level of incomes, 

the larger sector of agricultural profits which are generally exempted 

from such taxes as well as incomes of professionals which are largely 

untouched. The outstanding case has been that of Venezuela, where the 

income tax introduced as late as 1942 produced nearly one-fourth of the 

total in 194d. Another remarkable case is that of Argentina where 

receipts from income, excess profits, and windfall profits reached 

one-third of the total in 1948. Colombia has derived 32 per cent of 

the total from income and other profit taxes in 1943. 

The success of the income tax has been accompanied by a decline.  

in customs duties receipts Airing the period, Since the tables do not 

show the war years, uustoms receipts are free from the bias introduced 

by dislocation of international trade during the hostilities and the 

consequent fall in import and export duties. 

Customs duties are imposed on imports throughout Latin America 

while export duties are adopted by some countries only, namely mining 

countries such as Chile, Peru and Mexico, and the rates, as well as the 

collections, are in general smaller. Some of then have imposed direct 

customs duties, while others have resorted to differential exchange 

rates to obtain the sane reeulatory and revenue aims. 

Tables 6 and 7 show the percentag7es that import and export duties 

represent upon total value of exports and imports for selected years. 

The highest ratio registered according to the table was in 1938 for Haiti 

when the government imposed duties representing more than half of the . 

total value of imports. The general trend observed in the tables shows 

a decline of the shares for almost all countries throughout the period. 

However, the long-range relative decline of the capacity to import 

has brought about a decrease in the share of import duties and similar 

/sources in total 



27 	19.6 
10.9 	24.8' 
53 	12.9 

03 	24.1 
148 	17.6 
604 	11.0 
560 / 	11.2 

37.3 	37.0 
22. 	47.2 

103.3 	19.0 

30 	23.3 
21 	19.0 
57 	15.8 
• • 	 • • 

	

358 
	

30.7 

	

494 
	

13.4 

	

2,951 
	

11.1 

	

176 
	

19.9 

	

260 
	

15.2 

	

1,092 	.4 
• • 	 • • 

	

417 
	

26.1 

	

312 
	

51.9 

	

2,296 
	

13.2 
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Tal:le 6. Perc(:ritaie  of iaiaort duties upon total imports 

(In millions of national currencies, for selected years) 

Country 	 Year 	Import duties 	Total taports Percentage 

1. ArLentina 	 1922 

	

343 	 1,902 

1/ 
510 

	

1,579 	32.3 
12.0 

	

462 	 6,329 	7.4 
2. Brazil 	 1923 	939 	 3,695 	25.4 

1932 	1,053 	 5,196 	20.3 
1948 	1,650 	 20,925 	7.9 

3. Colombia 	 1923 	 41 	 162 	25.3 
1933 

194 	

31 

	

159 	19.5 
66 	 625 1947  10.7 
59 

4. Dominican Republic 1929 	 5.3 
1933 	 2.8 
1947 	 6.9 

5. Ecuador 	 1923 	20 
1938 	 26 
.1947 
1943 	

66  
64 

6. El Salvador 	192 	 14 
1937/33 	11 
1914 	 r).7 

7. Guatemala 	 1928/29 	7 
193 6 	 4 
1947 	 9 
1)48 	 10 

Haiti 	 1923 	25 	 101 	24.8 
1933 	21 	 38 	55.3 
1947 	 43 	 136 	31.6 

• • 	 • • 

9. Mexico 	 1922 	110 
1933 	91 
1943 	327 

10. Peru 	 1923 	 35 
1938 	 41 
1947 	 90 
1)48 	 61 

11. Venezuela 	 1923/29 	109 
1933 162 
1948 	417 

1/ Movement throu5hout Guayaquil only. 
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Table 7. Percento_e of ex7)ort duties upon total exports.  

(In million of national currencies, for selected - years) 

Country 	 Year 	Export Duties Total Exports Percentage 

1. ArEentina 	1920 	22.0 	2,397 	1.2 
1938 	- 	1,401 	 - 
1947 	- 	5,505 	 - 
1948 	- 	5,465 

2. Brazil - only states 
imposed them 

3. Chile - neLliLible, not 
in 1920 and 1938 

4. Coloubia 	 1923 	- 	 133 
1930 	 1 	 144 	0.7 
1947 	 1 	 427 	0.3 
1940 	 1 	 507 	0.2 

5. Ecuador 	 1)28 	 5.1 	74 	6.9 
1933 	 0.3 	107 	0.3 
1947 	 7.9 	577 	1.4 
190 	 7.3 	494 	1.6 

6. El Salvador 	1922 
1)32 
1947 
194:' 

	

3.2 	49 	6.5 
27 

	

7.2 	100 	7.2 

	

9.0 	•. 

7. Guatemala 	1920 	 2 	 20 	7.1 
1938 	 2 	 12 	11.1 
1947 	 2 	 52 	3.8 
1)43 	 2 	 50 	4.0 

0. Haiti 	 1920 	10 	 113 	8.8 
1930 	 5 	 35 	14.3 
1947 	15 	 157 	9.6 
1943 	.. 	 154 	.. 

9. Mexico 	 1923 	10 	 592 	1.7 
1930 	20 	 838 	3.3 
1947 	212 	1,909 	10.6 
1948 	105 	2,594 	4.0 

10. Peru 	 1920 	 2 

	

 315 	2.5 
1932 	15 	 342 	4.4 
1947 	195 	1,003 	19.4 
1948 	173 	1,056 	16.4 

Sources: League of Nations, Public Finance PaEphlets; United Nations, 
Public Finance Data; ECLA export series. 
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sources in total government receirts. Furthermore, numerous Latin 

American governments introduced import-  and exchange controls, implying 

an increasing share of necessities as opposed to non-essentials within 

total imports reducing their attitude to regulatory taxation through 

the tariff. 

As regards exports, the tax policies of the Latin American 

governments have followed a different pattern. This is due to the fact 

that the increase of unit pries of certain export c=,modities made it 

expedient to make fuller use of export taxis. In order to have a 

legislation ready for the different over, encies arising froe price 

fluctuations several governments have adopted movable schedules in such 

a way-  that different export rates are automatically applied whenever 

prices in export commodities change. The peak levels of the table below 

reflect the trend and the Latin American governments have considered this 

as one of the most ex:pelient methods to share profits with the exporters. 

Of late, more subtle methods (namely the differential exchange 

rates such as in Bolivia, Chile and Venezuela) than export duties have 

been introduced by several Latin 	 fvernmonts in order to secure 

their participation in the export trades. it is for this reason that 

some countries are enlar4ng the ino;)ac tax coverage or have introduced 

excess profit taxes and even s 2etimes use the exchange control as a 

revenue producing device. It may te stated in gene,: al that countries 

which. impose taxes on exports are witnessing a reduction of the share of 

the total from this source. Two exceptions are Peru and Mexico where 

after the war export duties arc at. present more significant than in 

pre-war years and whore the collections are larger even than of import . 

duties. 

Consumption, production, excise, sales and turnover taxes in 

general have not increased substantially since 192%% The Latin American 

governments have been aware of the need for redistributing income by 

means of the taxation, system and there has been a tendency to shift 

regressive taxes to a secondary place. 

Moreover, the decline of imortance of consumption taxes has been 

the result of static rates and, in scale instances, even of declining rates, 

/while other types 
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while other types of taxes such as those on income and profits, have 

been introduced and their rates almost constantly increased. The main 

exceptions are Brazil, where consumption taxes constitute the largest 

share of government financing in 1913 and in the post-war period in 

terms not only of the total but-also in terms of national income; and 

Guatemala and Uruguay, the latter due to its policy of attracting 

investments. In all the other countries the role of consumption taxes 

shows a declining trend. 

Predominant among this type of taxes are the excises while general 

sales and turnover taxes are less common. The very nature of the Latin 

American economies made excises levied on a few commodities easier to 

administer than the others. Another interesting feature of governmental 

receipts which has developed greatly during the period is the increasing 

charges upon mining activities in the form of royalties, taxes or shares 

on production or in the more subtle form of differential exchange rates. 

For instance, among the nen-tax receipts of Chile and Venezuela (and in 

a lesser degree in other countries where extractive industries are 

important) the percentages of non-tax receipts are highly inflated by 

all the receipts from the public domain. / 

The relationship between total taxation and other non-tax receipts 

is a varying one because the latter include many unforeseen sources of 

revenue, some of them of a sporadic nature. Only in Argentina, Peru and 

Venezuela is there a noticeably rising trend of non-tax receipts 

throughout the years. 

In the forties, fiscal legislation was synchronized with developmental 

plans because of fears that depletion of mineral resources or utilization 

of other sources night imperil the economies due to the highly unstable 

character imposed upon several Latin American countries by the 

exploitation of a few minerals. For that reason the mineral producing 

countries are now combining royalties and income taxes upon mineral 

activities in order to bring about a diversification of their economies. 

1/ In the case of Guatemala the large increase in non-tax revenue shown 
from 1947 on is due to the proceeds of the sale of products from state 
farms, which had been nationalized by the government from enemy aliens 
during the war. 

/During the ten 
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During the ten years which elapsed between the pre-depression and 

pre-war periods, the major change in expenditure consisted of an 

appreciable decrease in the public debt service and in a rather large 

increase in internal and external security expenditure. The first 

chane is explained by the moratoria of the thirties which were followed 

by debt settlements and conversion operations involving better terms for 

the debtors and a reduction of interest rates enerally. / The increase 

in internal and external security expenditure is explained by the 

political situation at home and abroad pruvailin at the time. 

After 1938 and with the exceptien of 7ublic debt service which 

showed a declining trend, it cannot be said that there: has been a common 

trend in the budgetary structures of the Latin Aniericn countries. While 

many of them have substantially reduced the share of internal and external 

security expenditure, there are some eutstan inp cases in post-war years 

where such expenditures continued to increase. It is in th- pest-wax 

period that public works of considerable ma,nitude were put into effect. 

The budget structure, however, has not char ;d fundamentally, because a 

great portion of public works were carried Jut by agencies or funds 
• 

outside the central budget. 

The unwillin: 	df firn 	loy markets to extend loans to public 
authorities in Latin 1 -:iprica 	narrow limits up on the possibilities 

of the Latin tLaerican 	ern.:,nts 	rrew abroad. Furthenoore, there is 

1/ For instance, Chile declared mprat.ria in 1931 and had a plan for a 
partial resuitin Jf p?ylients in 1935; subsequently the debt service 
was entrusted to in in 	m-:ency receiving earmarkea taxes which 
until 1)43 did nA, pass tnr)u,heut the central 'A.11 :et. ,le.,ntina made 
several cmversion parati,ns in the thirties. Mexico susr,ended Service 
in 1920; the debt continued to increase -vainly due to the accumulation 
of unpaid interests. 7enezu,la redec-leJ practically all ef its foreign 
debt by the end of 192)-30 as w_al as its demestic debt by the end of 
1935-36. Brazil suspendad its fflreij;n debt service in 1231 and funding 
operations took place in 1932. Uruguay suspended redemption from 1932 
to 1937. Peru suspended debt service in 1931, interest payments being 
only partially reassum,,d in 1937. El Salvador suspended payments in 
1932-33 and subsequently on acc,unt of the drop in coffee prices the 
foreign debt service was sus-; ended as 	January 1930. And so on. 

/a growing 
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a growing awareness on the part of these countries of the necessity of 

considering foreign indebtedness in relation to the prospect of their 

balance of payments and their possible fluctuations. 

The public debt service as shown includes amortization and interest 

payments. To the extent that amortization payments are included, the 

burden is greatly overestimated. In countries such as Argentina,-  Haiti 

and Venezuela, a great portion of the figures sometimes correspond to 

redemption payments. While public debt amortization does not constitute 

an expenditure in the real sense of the word, lack of breakdowns in the 

published data made impossible the deduction of redemption payments for 

all countries under study. Neither can interest payments be considered 

in the some manner as expenditures in goods and services. When interest 

on foreign debt is paid, the transaction involves a loss of international 

assets to institutions or individuals abroad. However, if loans have 

been obtained in the •domestic market, the interest payment generally 

represents transfers in favour of domestic social security institutions 

or lender banks which are the main sources of internal credit accessible 

to the Latin imerican governments. 

It is likely that since interest payments on public debt services 

are fixed charges they have not risen with increases in price levels 

common to all Latin American countries in the forties. Therefore, their 

ratio to total expenditure has likewise teen reduced. This trend took 

place in the case of the domestic debt. On the other hand, declining 

rates of exchange at which the services abroad have been tended to 

increase the burden. It is possible that this has been counterbalanced 

by the reduction of interest rates resulting from conversion operations. 

During the period under consideration, debt conversion operations which 

for the first tine in the economic history of Latin America transformed 

the foreign debt into domestic obliations, brought about a lowering of 

interest rates. These redemption operations were mainly the result of 

two factors: the accumulation of gold and foreign exchange reserves 

especially on account of the shrinking of international trade during the 

War and the development of social security schemes. The domestic bond 

market has been almost non—existent in most Latin American republics. 

/It has rather 
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It haS rather been the enlargement of the coverage of workers under 

social security institutions which has provided loanable funds for 

governmental financing. 

Briefly it can be said that considering the composition of 

government expenditure the public debt service appears to represent in 

general a decreasing share of the total. Great reductions in this item 

took place during the early thirties as a result of the consequences 

of the depression while the changes that took place in the late thirties 

and during the forties were mainly the result of: 1) debt settlements, 

such as the 1943 Brazilian schemes, the Yexicat —greement of 1942 when 

the foreign debt was reduced at the rate of one dollar to one peso, and, 

2) the accumulation of relatively substantial holdings of international 

assets which made possible the argentine debt repatriation of 1937, 1943 
and 1946, or the even earlier repayment of the foreign debt of the 

Venezuelan government at the end of the twenties, or the repayment of 

obligations by Haiti, the Dominican Republic, Guatemala, El Salvador and 

others during the forties. 

The twelve countries under consideration spent roughly 20 per cent 

of the total in internal and external secority in 1920. By 1938 they 

were spending 21 per cent while at the end of the war, in 1947 and 1948, 
the proportion amounted to 17 and 21 per cent respectively. When the 

countries are considered individually, however, the ratios are less 

uniform and the above figures only prove that when some countries have 

considerably increased their shares others have decreased them in terms 

of their totals. The general trend during 1928-1930 has been that of a 

relative increase of such expenditure within the total. The most notable 

increases were in Brazil, from 14.4 to 30.5 per cent, in Chile, from 29.5 
to 37.1 per cent, and in Colombia from 8.7 to 20.4 per cent. The main 

exemption was Mexico, whore such expenditure declined from 33.8 to 15.8 
per cent during the period under consideration. (Sec Table 2). 

Even though the Latin American countries became belligerents during 

the Second World war, the wartime distortion of their expenditure pattern 

as represented by internal and external security expenditure was relatively 

limited. (During the conflict only Brazil had a special war budget which 

/amounted to 
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amounted to roughly eight billion. cruzeiros in the three years of its 

operation, 1943-1945. 1/)-- In this way the relative increase of these 

expenditures between1938-1947 was smaller than in 1928-1938. In some 

cases there was even a relative decline. The main exception to this 

trend was Argentina where actual defence expenditure increased from 19.8 

per cent of the total in 1938 to 30.2 per cent in 1947. Since then, 

however, there has been a decline to 23.8 per cent of total estimated 

expenditure for 1950. However, the rather considerable changes in this 

item which are not chronologically related with the war indicate the 

measure in which these expenditures are motivated by internal rather 

than by external considerations in numerous countries of Latin America. 

Social expenditure shown in the table includes, in some instances, 

social security outlays. The common trend in Latin American countries, 

however, is to possess independent agencies handling social security 

schemes,while the only item included in,the budget is the government's 

contributions to those funds. To the extent that social security payments 

are transfer expenditure, their non-inclusion is altogether a satisfactory 

method. 

With the exception of Chile until recently no other country of 

Latin America had comprehensive social security schemes. The only 

employees covered by pension funds were the civil servants and persons 

holding teaching positions in addition to military personnel who had 

always enjoyed this privilege. 2/ 

Subsidies which also imply transfer payments have been extensively 

granted in Argentina, Mexico and Peru during the late forties. These 

have taken the form not only of food subsidies, but also of production 

subsidies. Their importance has considerably decreased in Argentina 

1/ These expenditures are included in the consolidated figures for the 
period 1928-1950. 

2/ Account should be taken of a rather spread system of pensions granted 
for numerous reasons but which have nothing to do with direct service 
to the country of the recipient of the benefit nor his ancestors. 
Congresses generally granted these benefits in an arbitrary way but 
the system is disappearing slowly. 

and Peru 
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and Peru where at present only wheat is subsidized. These expenses 

have been kept in many instances outside the central budget and 

therefore have not unduly increased the real burden of government 

outlays. 

,Argontina, Chile, Ecuador, Guatemala, Venezuela and Uruguay have 

spent relatively sizeable portions of their total outlays for social 

purposes. The part corresponding to social security benefits is not 

always accounted for in the central buclet. 1/ It is a fact, however, 

that several Latin erica_ countries  hav s±eadil7 increased expenses 

for education, public health, smitation and the like. Comparing 

expenditure for social purposes with military expenses, the share of 

the latter upon national income and exTiort in the post-war years is 

smaller than the share expended for social purposes in Chile, Ecuador, 

Guatemala, Mexico, Peru and Uruguay. Moreover, social expenditure 

accounts for a relatively sizeable portion of the total. . 

The financing of develop -Wentis reflected in public works in a 

partial way only. From 1928 to 1938 outlays in public works represent 

the traditional goverrnAent exp,enditure,  for roads, transportation and 

buildings. During the late thirties a grH change took place in the 

structure of public works. Governm 	began to finance economic 

development, but in order to adc=ledate the new outlays more easily 

to traditional financing, public works plans were kept outside the 

central government budget. Such was the case in Brazil, Chile, Cuba 

and Haiti in the thirties. The same meta ed was applied during the 

forties and is being applied at present for the financing of public 

works throughout Latin ic-derica in post-war years, as well as for 

developmental investments made through independent agencies. The 

post-war expansion of public works was due in part to the pent-up_demand. 

for public utilities such as power and transportation which are being 

financed to a considerable extent from governmental sources. 

1/ It should be borne in mind that aggregate social expenditures are 
not represented by the expenss of the central government only, either 
are they included in or outside the budget. In countries having a 
federal fora of government one of the primary responsibilities of 
the state governments is that of furnishing education, public health 
and public assistance. 

. /3. Recent Developments 
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3. Recent Develo :cents in the field of Public Finance  

With very few exceptions there has been an increase in taxation 

in 1948-1950. In general, however, the tax structures of the Latin 

kmerican countries have not suffered basic changes. The tendency 

observed in earlier years of resorting in an increasing measure to 

taxes having a lesser incidence upon low income groups is being 

accentuated at present. The trend in this direction can be noticed not 

only•because of the increase in income and excess profit tax rates, but 

also because the general income tax has been introduced for the first 

time in certain countries. vioreover, comprehensive studies have been 

made to introduce a general income tax in countries that have not applied 

it before. Income tax rates have been increased to keep pace with 	- 

increased salaries and profit margins. The aims pursued in increasing 

other tax rates have, in general, been the attainment of,more revenues 

to finance expanding expenditure, except customs tariff revisions which 

were mainly of a protective and regulatory nature. The widespread use 

of exchange controls by restricting imports had the same consequences as 

an increase in customs tariffs. 

The few decreases in taxation took place sporadically, aiming at 

encouraging the importation of certain scarce goods and durable goods 

for industries and agriculture, or to relieve certain income groups by 

granting the deduction of greater allowances in computing net taxable 

income. 

There have been some changes in tax policies designed to implement 

new directions in general economic policies. The tendency has been 

either to reconcile tax and expenditure policies with changes. in 

production and trade and, to a lesser extent, to create demand for labour 

in areas where unemployment had appeared. In several instances changes 

took place for expediency's sake only. 

Regarding income, excess profit, windfall profit, capital gains • 

and similar taxes, the major changes that have taken place were as 

follows: general income tax was introduced in the Dominican Republic 

as of February 1949. The Honduran Congress approved, in November 1949, 

the first income tax law of the country with rates graduated up to 

15 per cent, 
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15 per cent, the proceeds to be devoted fc)t,  ro'ad'aonstruction. Haiti, 

which had only a tax on business profits, adopted a general income 

tax in 1948. There has been an upward revision of income tax rates 

in Brazil, both for individuals and corporations. Mexico increased 

income and excess profit tax rates. Chile increased the income tax and 

introduced a 20 par -cent extraordinary copper cur-tax in 1947. These 

measures, as part of a comprehensive scheme to combat inflation, have 

boon in force up to now. The inb5me tax of Venezuela was increased in 

1948, being designed to assure the gevernent ef at least a 50 per cent 

share of the net profits of the petroleum cronies. Colombia introduced 

a spacial tax on incomes exceeding 24,000 pesos in 1948. I:1 new income 

tax law in Paraguay in 1948 eliminated the former system, under which 

the tax applied to business enterprises was based on statements submitted 

by the taxpayer, and introduced a new system based on the volume of the 

taxpayer's business. Later in 1950, a revised income tax was issued 

increasing rates in the upper and middle-income brackets, and somewhat 

reducing the lower brackets. 	a consequence of the oarthauake in 1949, 
Ecuador raised several taxes. .:imong other measures it established a 

surtax on income from capital. At the en: of 1949 Argentina modified 
the income tax, both personal and elei cortions, increasing the rates 

by some 20 per cent; the windfall profit tax was also substantially 

increased. These revenue-producing measures were complemented by others 

tending to enbeurage investment and capital inflows. Undistributed 

profits aro therefore not taxable as of January 1, 1950, and excess 

profits tax will not be applicable to profits of new foreign capital 

investments. Preliminary studios for the adoption of a general income 

tax were made in Guatemala and a bill is awaiting Congressional approval. 

Among sources of revenue in Latin America, customs duties have 

undergone the greatest number of revisions. Changes in tariff rates 

-have complemented exchange control regulations and licensing systems 

aimed at restricting iapr;rts of goods other than necessities and equipment. 

In one case, that of Brazil, the whole custms tariff, since August 1948, 

has undergone a general :modification as a consequence of Brazil Ts adherence 

to the Agreement on Tariff and Trade signed at Geneva in 1947. Decreases 

/in tariff rates 
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in tariff rates have seldom been made. For instance, in 1949 Ecuador 

repealed the 50 per cent surtax on imports from countries having an 

active balance of payments with that country, which had been established 

nine years earlier. Sporadic decreases have been made in other countries. 

Increases in tariff duties with protective aims have been made in 

El Salvador and Venezuela. Some exemptions have been granted to assist 

agricultural or industrial development, such as took place in Argentina, 

Brazil, Haiti, Peru, Nicaragua and Mexico. Similar measures were 

adopted to relieve shortages of foodstuffs and fuels, or to pay part of 

civil service salary increases, as in Chile. Revenue has not been the 

main consideration for changes in tariffs. In most cases the principal 

.aim seems to have been the equilibrium of the balance of payments, and 

more often such changes in the tariff have been coordinated with a 

relaxation or a restriction in the granting of irrirt licenses or exchange 

permits. Differential exchange rates have been extensively used as 

tariff barriers or as subsidies to domestic production; their functions 

as a source of revenue was subsidiary only. New export duties or an 

increase in existing ones were adopted in several countries, such as 

the Dominican Republic on cacao, coffee and sugar, for which a movable 

scale was established as of January 1950. In Haiti coffee and bananas 

were taxed, while coffee export taxes were also adopted in El Salvador, 

Mexico and Venezuela. Finally, Honduras imposed taxes on exports of 

timber. 

These developments indicate that in the majority of the countries 

where there has been a substantial rise in the unit prices of their 

principal export commodities, governments have been Quick to impose 

export taxes in order to share profits with the exporters and producers. 

Bolivia, which in 1949 granted some tax relief and favourable exchange 

rates to mining enterprises in order to relieve them of their financial 

difficulties, has had to resort to new levies on tin exports at the 

beginning of 1950, due to insufficient government revenues. Mexico is 

a unieuc case as regards expert duties. As of August 1? ,!1 3 a new 15 per 

cent tax upon exports was created as a corollary of the 40 per cent 

devaluation of the peso. The tax applied to all commodity exports. 

/However, upon 
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However, upon presentation of evidence that the full or partial benefits 

of the devaluation were necessary in order to maintain the exports of 

given co=dities, the tax was reduced or completely ab lished. Whenever 

this was not the case, the purpose of the tax was to absorb the windfall 

profits which the devaluation offered to exports. It was also feared 

that the iniediato impact would have been domestic price increases. 

Furthermore, proceeds from the export tax could- pay for subsidies of 

corn, lard, wheat and fleur that need to be imp,erted and at the same 

time the tax would allow the government to share  1).r)fits with exporters. 

Relaxation of the tax took place during all of 1949 dnd early 1950. The 

benefits from this tax were expected to decline sharply in 1950 and 

probably cease in 1951. 

Excises and numerous types of taxes on consumption and transactions 

have also undergone changes since 1948. The main consideration in 

introducing them was of a revenue—producing nature. The declining trend 

observed since 1928 to 1948 has not changed substantially. a widespread 

increase in the rates of same excises, however, especially the ones 

imposed on luxury items, is nhticeable. Chile, Costa Rica, Honduras, 

Nicarakua and Brazil sive1 in this directi'n in 1948 and were followed 

by Ecuador, Rientina, Dalinichn Ropublic arid Peru in 1949. 

There is n:A sufficient infprmation and not enough time has elapsed 

since these melificatiins to).:)k place to aermit an appraisal of their 

effects in absolute and relative terms. 

Government sloendln policies have fl? owed a co ,.-ion trend in Latin 

,imerica since 1948. There has been a widening of the scope of governmental 

operations, especially in relation to economic devoloT7fment, public health 

and education. Substantial increases in the salaries Gf civil servants 

and in payments to military personnel, motivated for the most part by 

increasing costs of living, are ale) n ticeable. For instance, increases 

in salaries of civil servants wore granted in Cuba (where they increased 

fourfold from 1938 t 1948), in Chile on several occasions, (one amounting 

to 20 por cent in Februar:7 1949, and the last one in Harch 1950 amounting 

to 31.3 per cent), in Honduras (where a 25 per cent salary increase took 

place), in Paraguay (which approvei a 20 per cent increase to all public 

employees), in Brazil (where the Government raiscol by 30 per cent the 

/salaries of 
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salaries of the civil servants and of the armed forces in 1949), in 

Peru (where further increases in salaries of civil servants above the 

20 per cent granted were allowed .at the end of 1949). In other countries 

the armed forces received various kinds of. bonuses which increased their 

real income. 

In the second half of 1949 a tendency to reduce certain expenditures 

began. This was reflected in the decisions to slow down work already 

commenced or in the postponement of projected expenditures. Though the 

curtailment of expenses has been more drastic in public works plans, in 

many instances carried out outside the central government budget, the 

estimated budgets for 1950 have been, in general, rather conservative, 

reflecting the tendency mentioned above. Several factors account for 

this trend. The plans for economic development were blueprints sometimes 

made without considering the availability of the factors of production. 

Their long-range planning could not anticipate with any accuracy the 

substantial price increases, particularly of imported machinery and 

equipment. Further ere, large-scale public works wore undertaken in 

some countries at the end of the war under conditions of full employment. 

As a result, the corepetitipn of the government for labour and material 

in markets which generally suffered shortages of both was a deterrent 

to prospective .private investments. Finally, gold and foreign exchange 

reserves accumulated during the war were sharply reduced in roost countries 

mainly due to the increasing volume of imports and in a lesser degree to 

an unfavourable trend in the terms of trade. The last two years witnessed 

widespread governmental-restrictions of imports in order to use 

international assets for essential imports, such as capital goods for 

agriculture and industry and in certain countries for basic foodstuffs 

as well. Of necessity, governmental plans had to be slowed down as the 

relative prosperity which gave birth to these projects has been receding. 

The Argentine Five Year Plan, begun in 1947, originally estimating 

an average of 1.3 billion pesos per year under a separate budget, is 

being continued at a slower pace. Government policy of balancing the 

budget and shortages of labour and imported capital goods are the main 

causes. With that aim in mind, it was souAit since October 1948 to 

/undertake only 
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undertake only those public works which have been authorized by the 

National Econorlic Council. This measure serves three ends: 1) to effect 

econouies; 2) to contribute to the arresting of the inflationary trend; 

and 3) to permit a greater availability of labour, materials and goods 
in general to meet private de:Jand. The Council of Inter—Ministerial 

Coordination made a selection of the works of the Five Year Plan that 

were of greatest urgency or whose execution was essential for the country. 

This task allowed not only the establishment Df an order of rriority, but 	 w 

also the proportiPns in which the credits for the Plan shcaild be invested.1/ 

The Brazilian SALTE Plan (1949-53) 'lesined to improve public 

health, food supply, transportation and power facilities, coordinating 

thereby the financing of essential dovelopemnt, envisages an expenditure 

of 25 billion. cruzeiros distributed as follows: 2.6 for health; 3.7 for 
food; 8.0 for transportation; and 10.7 billion cruzeiros for power 

facilities. The financing of the Plan contemplates the following sources: 

a 40 per cent increase in custaas tariffS (3 billions), amounts that have 
been devoted to public works in preceding years (4 billion), incrcase in 

tax collections resulting free the implementation of the Plan (1.7 

billion), loans based on 5 per cent of the value of exp orts during the 

five preceding: years (4.8 billion), the utilization of all for oign 

exchange of the Banco de Brazil (1.8 	 and loans guaranteed by 

the proceeds of the sale of cpffee stocks (1.5 billion). The difference 

is to be financed by private investors by zleans of foreign and domestic 

loans enjoying government --;:uarantee. Special credits for acquiring 

petroleum refineries, tank—cars and lecrLiAives, hydro—electric power 

equip ;:lent and niachinery for uechanizatin of agriculture are being 

g.ranted. The part of the plan c.a-icerned with energy is progressing 

satisfactorily. The govern Le. is paying for the 	rtatiDn of the 

required capital goods with soft curroncies. The other parts of the 

plan are not proceeding at the pace -)riginally planned. They were 

1/ The order is as fellows: housing  20 per cent; water supply 5 per con 
hydraulic works 20 per cent; rail an:, river transport 25 per cent; 
hospitals 5 per cent; sch.:)Dls 5 percont; fuels 10 per cent; roads 
4 per cent; ports 1.5 par cent; airports 1 per cent; dry ,;ink; of 
navigable channels 2 per cent; tolec=unicati ns 1 per Cent; public 
buildings 1 per cent. 

/slowed  down 
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slowed down because while the plan in its entirety was to be started 

in 1949 and more than one billion cruzeiros were devoted to it in the 

budget, Congress preferred to vote on the various parts of the plan, 

instead of approving it in its entirety. 

Several other countries, though not having comprehensive 

governmental plans for public works, have curtailed investment 

appropriations. This is the case with Uruguay, Chile and Panama. 2../ 

The desire to reduce budget disequilibrium in Mexico, caused vainly by 

developmental programes in transport and irrigation, prompted the 

government to make a careful review of the individual projects in order 

to ascertain their urgency. 

Among several exceptions, however, Ecuador approved an issue of 

17.5 million sucres in bonds together with 20 million sucres offered 

by the Social Security funds for develoTment purposes to be used by 

1/ The Third Inter-Aerican agricultural Conference held in Caracas in 
1944 urged the Latin American countries to elaborate Agrarian Plans 
for the fostering of agriculture. The Uru guayan and Chilean plans 
of 1947 and 1945 respectively, are worth while mentioninr:. 
The "Plan Agropecuario Nacional" 2/ of Uruguay was to be, in the 
agricultural field, the counterpart of the Public Works Plan. an 
attempt was made to work out both simultaneously. The agricultural 
plan envisaged current and investment expenditure for a total of 
17.5 million urugtayan pesos and the granting of credits for purchases 
of equipment and some variable expenses of 58.8 million uruEuayan 
pesos. 

Both the Public Works Plan and the agrarian Plan could not be carried 
out to their fullest extent because of financial difficulties. The 
sane happened to the plan for agricultural development in Chile. In 
this country the agrarian Plan for 1945 LA designed to orientate 
Chilean agriculture acc:rdiny to the country's needs, envisaged 
government expenditure, contributions and credits for that purpose 
up to 12 billion pesos. 

2/ Plan agropecuario Nacional, Alnisterio de Ganaderia y agricultura, 
Impronta Nacional, Montevideo, 1947. 

b/ Plan A,:raric, :inistorio do J1Lricultura, Ropiitlica de Chile, Santiago, 
May 1945. 

/the Ecuadorian 
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the Ecuadorian Develsp7aent Corp ration. Haiti is also contaziplatinE 

relatively large exi)enditures for road construction and public works 

in addition. to the heavy expenditures for the international fair of 

1949-1950. Late in 1949 Cnilo was ready to bej_n a public works plan 

t:) absorb une-.71plyment arisin in the mininis centres. Finally, Bolivia 

established at the end of 1949 a 3 per cent tax on dividends "laid on 

bearer shares hel° abroe , the proceeds ef which are to be used for 

public works. 

Mlenever the financin 	develop ant 'lans was undertaken with 

foreign loans, there have ben no reductiJns f such activities. In 

this way work on the Saldana 	 systJm in 	 the development 

of the ,rtibonite Valley in Haiti, the electi-ficatn plea and the steel 

mill in Chile are prooressind. By far the oust important sources 

f,:)reiEn loans durin the three years under review have been the 

ExpDrt-II:lprt bank of vashinsten and the international Dank for 

Reconstruction and Devellent. Credits Lranted and the amount disbursed 

by these institutiDns to Latin ,merican institutlins and L;c:Nernmonts in 

1948 and 1949 are shewn in table 8. 

a. Current and invest=t  

The distinction between current anJ investdent expenditure has become 

essential in analysin, the buts of the Latin American ceuntries that 

have embarked upon lar_c levels (-17 exTen:iture Df a develeert nature. 1/ 

An examinati-Jn of several budets f or the latest available fiscal year 

throws sore liZnt uiL:n the •::bjectives 	_;:vernmental pslicies. One-third 

of the Dominican Republic butIeted exenditures consists of investments 

and debt reeption. .A.ipropriatibn for waLes and salaries of the Cuban 

budet amount to nearly two-thirds of the total and 10 per cent of the 

rest are investats and debt ree-Aptien. 

1/ In all cases investment fiLur.3s are underestimated due to the fact 
that amounts cv- red by special funds ani independent agencies are 

not includoil. This aT_-;1ies even mire to Chilean estima.tes because 
of the naramount imrtance of the investfient expenditures raade by the 

Chilean DovelJp:aent Cr-j)ratim. and ther e.,,,bncies as well as those 
made under "special laws", usually financed with proceeds of the 
sale of bonds. 

/In the other 
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Table 8. Foreioa Loans to Latin American Countries 

1948'- 1950 

(In millions of dollars) 

Creditor 	 Amount 
	

Disbursed 
Authorized 

1. International Bank Credits  of 

a. Brazilian Traction, Government 
Guaranteed 	  

b, Chilean Development Corporation 
and Endesa, Government Guaranteed 

c. Chilean Development Corporation, 
Government Guaranteed 	 

d. Nacional Financiera, etc., 
Guaranteed by Mexican Government 

e. Same 	  
f. Rio Lempa, Project, Guaranteed by 
• the Government of El Salvador 

75.0 

13.5 

2.5 

24.1 
10.0 

12.5 

137.6 

27.1 
43.4 
2.2 

(on June 30, 1949) 

14.9 

1.5 

0.2 
2.8 

 

TOTAL 

2. Export-Import Bank Credits h/ 

a. Operations during January-June 1948 
b. Operations during July-December 1948 
c. Operations during January-June 1949 
d. Operations during July-December 1949 

19.4 

28.6 
30.6 
40.8 

TOTAL 

R3SUIE: 

1. International Bank 
a. authorized 	 
b. disbursed 	 

Credits, 1948 and 1949 
137.6 
19.4 

2. Export-Import Bank  
a. authorized 	  
b. disbursed c/ 	 

cql International Baflk for Reconstruction and Development, Fourth Annual 
Report 1948-1949, p. 44, and Banco Internacional, Despacho de Prensa 162. 

Export-Import Bank of vashington, Sixth to Tenth Semi-annual Report to 
Congress for the period 1948 and 1949.  
amounts disbursed correspond not only to the credits authorized during 
the perid but also to withdrawals from previous 1Jans authorized. 

Credits, 1948 and 1949 
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In the other countries the percentage of current expenditure is 

overestimated- by the amount of public debt amortization, the breakdown 

of which is not available. 

The decentralization of governmental activities is noticeable in 

the budgets analysed. While traditionally most of the budgets, of the 

Latin American countries have been considered as salary budgets, i.e., 

an enumeration of the wage-bill items to be paid by the government, 

those examined show that the proportion spent in salaries is accompanied 

by large amounts devoted to other purposes such as contributions to 

pensions and other funds, to independent government agencies, subsidies, 

etc. 

Even where the proportion of salaries to the rest is very high, as 

in the 1949-50 Cuban budget, a breakdown of the wage bill Shows that 

one-third of it goes into paying teachers' salaries. 

It is difficult to ascertain the position of surplus and deficits 

of the Latin ilierican budgets. 	budget is said to be balanced if during 

the fiscal year the-receipts which increase the usable funds without 

increasing the debt obligations of the Traisury (i.e., taxes, fees, 

royalties, contributions, fines, etc., minue proceeds of the sales of • 

bonds and transferable items) are exactly equal to the expenditure in 

goods and services only. 2, capital account in which investment expenditure 

and public debt rede.iiletion are included indicates whether there have been 

increases and decreases in the State's assets and liabilities. However, 

budget presentations are such that generally there is no way of distinguishing 

with any accuracy the position. of surpluS or deficit of the 'countries. 

For instance, the Cuban budget for 1949-1950 shows a surplus of 160.7 
thousand pesos in the Ordinary budget and a balanced position in the 

extraordinary one. On scrutinizing each one of the items composing both 

budgets, it has been possible to isolate.roughly 23.2 million .pesos, of 

which 2.9 are public debt redemption and the rest expenditure of an 

investment nature. Under proper budgetary techniques it could safely be 

said that the Cuban budget for 1949-50 contemplates a surplus of 23.2 

million pesos, since the receipt  -side does not include proceeds from 

borrowing or any transferable items. 

/b. Fiscal Reforms: 



E/CN.12/164 
Ch. LXVI 
P`7 43 

Table 9. Estimated Current and Investment Expenditure of 

some Latin NTAerican countries, 1949 or 1950-
(in percentages of total) 

Country 
Fiscal 
Year 

Current expenditure  
Supplies, 
Rents,etc. 	Others 

Investment 
Expenditure Total 

Salaries 
and wages 

Argentina 2/ 1950 46.4 	 36.2 	 17.4 100 

Brazil 	hi 1950 40.1 17.7 23.6 18.6 100 

Chile 	9/ 1950 40.5 18.4 32.2 8.9 100 

Colombia 	/ 1948  	65.4 	  34.6 100 

Costa Rica / 1949 16.4 5.6 37.6 40.3 100 

Cuba 	1/ 1949-50 63.4 15.4 11.2 10.0 100 

Dominican 
Republic 	g/ 1949  	66.3 	 33.7 100 

• Ecuador 	Li 1949  	85.4 	 14.6 100 

Source: a/ Boletin del Ministerio de Hacienda de la Nation, October 22,1949. 

hi Otos do l'oder Legislativo, Ley 961, of 8 December 1949. Orca 
a Receita o Fixa a Despesa da Uniao para a exercicio de 19501. 
Diario Oficial, 12 December 1949. 

Ley de Presupuesto de 1950. 

/ Public Finance Information Papers. Colombia, United Nations, 
1950. Refers to closed accounts. 

/ Loves de Presupuesto Ordinario (No.432) y Extraordinario (No.433) 
para el ario do 1949. Nlcance a in Gaceta Na. 69, de 27 de 
Marzo de 1949, IQprenta Nacional, San Jos, 1949. 

1/ Ley de Presupuostos de 1949 a 1950, Gacota Oficial, Edicion 
Extraorciinaria No. 10, June 30, 1949. 
Presupuesto do la Republica DDminicana para el alio 1949, 
Gaceta Oficial. 

hi Presupuosto Ordinario y Extraordinario para el alio 1949. 
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b. Fiscal Reforms: Scope and Aims. 

The problems faced by the Latin American countries arising out of 

the war and post-war periods found some of them with rather antiquated 

fiscal structures and almost wholly unprepared to meet the new issues. 

Fiscal techniques, established at a time when the Latin American - economies 

relied heavily on the export trade and when the economy of the world was 

greatly different, still prevailed. Many Latin American countries, 

realizing that new economic patterns required more suitable fiscal systems, 

carried out during the thirties some piecemeal fiscal reforms introducing 

new elements thereby altering their tax structure. 

In the late forties several countries have undertaken the task of 

examining their fiscal problems. The fiscal reforms envisaged in the last 

three years have in many instances been sponsored and sometimes even 

encouraged by the United Nations and some of its specialized. agencies. 

Vdth or without United Nations assistance, ten Latin American countries 

are carrying out reforms or intend to put into practice plans already 

worked out aimed at modernizing their fiscal systems. Of late, several 

other countries have undertaken partial fiscal reforms. The envisaged 

reforms contemplate, of necessity, a synchrnization with developmental 

plans or with definite economic and social p.Dlicies, generally of an 

anti-cyclical nature, which the administrations intend to pursue. 

Venezuela began a policy of economic (-IvelopLaent and diversification 

of production in 1947. In view of the fact that the institutional 

framework and the administrative machinury were not adequate to carry 

out such a policy, the need for adjusting to it the existing fiscal 

and administrative measures was soon realized. 	s a result, the 

Venezuelan Government a:!barked upon an overall reform. /, which began 

with the appointment of a Fiscal and Aidinistrative Commission closely 

connected with the Linistry of Finance and assisted by foreign 

technicians. The Comaission's task consisted in advising the Government 

with regard to the revisions and reforms to be undertaken. 

1/ Perez Guerrero, iiair u i. La gestin politica administrativa de Un 
gobierno popular, I-  e York 1949. 

/In this way 
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In this way the tax structure was altered so as to place a greater 

emphasis on income tax as a source of revenue. Furthermore, the Commission 

drafted a reform of the stamp tax, with a view to its simplification. 

Studies to modify the Customs nomenclature were undertaken. Some import 

rates were increased in order to protect domestic industries while others 

were reduced and even repealed particularly to lower the prices of basic 

foodstuffs and facilitate imports of machinery and equipment. A reform 

of the tax administration and of the comptroller's office were studied 

in order to simplify tax collections, reduce evasions and to speed up 

the processes of the accounting office. 

A reform of budgetary procedures was put into effect by the 

introduction of the current and capital account budgeting system. This 

permitted the authorities to ascertain investment expenditure and thus 

apply a cyclical budget. For the some reason an anti-cyclical fund was 

created,.the assets of which would be accumulated during the cyClical 

upswing and utilized in a depression. 

The reform culminated with the acceptance on the part of the 

petroleum companies of sharing half their profits with the Venezuelan 

Government. This was achieved by means of an income tax revision in 

November 1948. At that time some 65 per cent of the total budget 

receipts were derived from levies on petroleum, and some 40 per cent of 

the total were devoted to capital investment such as harbour works, 

.schools and hospital buildings. Furthermore, economic activities were 

fostered through the Venezuelan Developmental Corporation, which installed 

modern sugar mills, grain elevators, cement plants, etc. Flans for the 

electrification of certain regions and production of cellulose and aluminium 

were under study. Venezuela contributed substantially to the creation of 

the Great Colombian Fleet, in conjunction with Colombia and Ecuador. 

The argentine fiscal reform is eabedied in the Argentine Governmental 

Plan of the Ministry of Finance (1947-1951) 1/. The reform is of an 

overall nature and implies, among other things, a change in the tax 

composition of the country and a reform of the budgetary and accounting 

procedures. 

1/ Plan do Gobiernu, Ministerio de Hacienda de la Naci6n. Estudio 
Analitice, impreso p,r la Direccion General de SuLdnistros del Estado. 

The new tax 
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The new tax policy has social, economic and fiscal objectives. 

It aims at achieving a better distribution of the burden by taking more 

into account the principles of equity and ability to pay, as well as 

universality.. The tariff is to be used to protect domestic industry 

and to aid new construction, small landholdings and the consumption of 

needed pharmaceutical produCts. Among the economic objectives an 

adaptation of the tax structure to commercial and industrial activities 

is being sought. It also aims at taking into account the business cycle, 

•encouraging investments and re-investments. The tax administration is 

to be reformed in order to achieve greater collections and diminish 

avasions. Unification of levies and of rates is sought to increase 

collection and decrease its costs. Coordination of national, provincial, 

and municipal systems for a unification in the application of levies, 

collection and control is also being sought. Furthermore, the tax system 

is to be scrutinized in order to avoid multiple internal taxation. 

Finally, the modernization .f customs and port regulations and the 

revisions and codificati n of export and import procedures are also 

envisaged. 

By the beginning of 1950 several of the proposed revisions and 

reforms had already been adopted. They included the new government 

accounting law, unification of budget proc edures, steps to give more 

unity to the budget, reform of the tax administration, as well as several 

measures to increase collection especially of taxes on incomes and profits. 

deforms are also intended in countries such as Guatemala, / where 

the record of governmental revenue is satisfactory but where a tendency 

toward developmental spending is becoming apparent. Recognizing that 

utilization of the present outmoded tax structure will,imnose-heavy 

burdens upon the lower income groups, a modernization of the system 

aimed at moderating its incidence upon low income groups is being 

envisaged. Guatemala began studies for tax and budgetary reforms through 

a committee of experts whose first task was to draft general income tax 

1/ Fiscal Problems, Guatemala 1938-1948. 	mimeographod.papFiscal 
Division, United Nations, 1949. 

/legislation which 
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legislation which would take into account the findings of the preliminary 

studies. The Commission made a revision of other taxes as well as of 

budgetary and government accounting practices. In 1949 the United 

Nations, the Federal Reserve Bank of New York, and the International 

Monetary Fund were engaged in surveys of the Guatemalan fiscal system. • 

El Salvador intended to reform the fiscal system and called experts 

from the Federal Reserve Bank of New York in 1947 and 1948. In that 

• country revenues has been declining due to an inadequate enforcement 

• 

of the existing legislation and a deficient administration while the 

tax structure itself is rather satisfactory. A very comprehensive study 

was made by the experts. / In the second part of 1949 a new administration 

in El Salvador contracted a United States firm in order to carry out a 

study of the existing Salvadorean try sv-st 	with a view to an improvement 

of the tax structure and its administration. 

In the middle of 1949 Bolivia was trying to obtain a larger revenue 

and increased the customs surcharges to that effect. Subsequently the 

measure was suspended and a committee was appointed to revise the entire 

tariff schedule. The serious difficulties created by the fall in tin 

prices, whose exports account for more - than 50 per cent of the government 

budget, compelled the government to take some measures. A Congressional 

Committee was studying a tax reform as early as august 1949. It 

recommended, however, that a new committee be appointed to study a 

comprehensive fiscal reform. Subsequently, a United Nations Mission 

of technical assistance was requested early in august 1949. A 

preliminary mission was dispatched at the end of 1949. The tax structure, 

compose:, of some 2,000 different taxes, badly needs simplification. 

Evasions of income tax are common knowledge. There is need for a 

complete reorganization of the fiscal administration. The study of 

Bolivian fiscal problems and its recommendations are to form part of 

a more comprehensive study of several aspects of the country's economic 

development and sDcial probloms. 

1/ H. Wallich, J.H. A,ler and others. The Economics of Public Finance  
in El Salvador. Survey and Evaluation, a typewritten paper, 
April 1949. 

The fiscal system 
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The fiscal system of Haiti / was studied in 1948 as part of an 

integral United Nations mission. The report of the mission was published 

in 1949 with suggestions and receinendations to reform a system which 

was becoming outmoded in the light of new political and economic patterns. 

In Chile, where a decline of copper and nitrate prices is reflected 

immediately in gevernmnt revenues (approximately 20 per cent of the 

government budgeted receipts for 1949 ceme from copper activities), the 

government also requested the technical advice of the United Nations on 

fiscal-matters, as part of a o-  recom_prehensive revision of its ec)nomic 

policy and problems of waes, prices and stability. All these aspects 

are to be studied. in the light of the needs of economic development. 

Preliminary missims to Chile were sent late in 1949 and at the beginning 
of 1950. 

Ecuador also requested advice in the field of public finance. It 

became apparent that an effective administration was essential for the 

carrying dut and implementing of fiscal reforms. Therefore, technicians 

in the field of public administration, customs reorganization and budget 

organization were also requested. Ti r1,3 mission of six advisers stayed in 

Ecuador during the greater part of 190. 

The proposed refrm.s desc2ibef, 	imtended to cover the iverall 

features of public finance in these countries, and while the aia of 

obtaining more revenue is present °i'_"!all of them, in numerous instances 

this has net be en the primary g al. 

Partial reforms have been or are being carried out in ther Latin 

American countries. iiexican financial authorities have been aware for 

some time of the necessity of ref )ruing the tax structure, by means 

of its simplification and decntralization. This also involves a reform 

of the accounting procedures. The need for greater revenues was 

partially met in °icxico,  by 	sing a 15 per cent expert tax and by a 

more effective tax administration. Furthermore, the elimination of 

several nuisance taxes and their replacement by a general consumption 

and production. tax contributed to the modernization A.  the tax system 

1/ Mission to Haiti, United N-ti s 1949. 

/in 1948. 

• 
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in 1948. Mexican experts consider that an overall tax reform in Mexico 

would produce considerably more revenue than the present system, at 

the same time relieving the low-income groups of part of their present 

share in the financing of economic development and of social security 

schemes. 

Chile undertook a budget reform in 1949, giving it more unity. 

In July 1949 Cuba adopted more comprehensive budget procedures. At the 

end of 1949 Peru called for a United States technician to advise on 

monetary and fiscal matters. Finally, the Dominican flepublic has 

recently appointed a customs committee to study the operations of the 

local customs. 
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APPENDIX I 

1. Public Finance Figures 

Argentina: Total receipts, expenditure and public debt taken from 

El ajuste  de los resultados financi3ros,  Buenos Aires 1938. 

Breakdown of receipts and expenditure taken from Public 

Finances 1928/37, Argentina,  League of Nations, Geneva 

1938. Figures from 1938 to 1947 inclusive taken from 

Public Finance  Data 1938/47,  Document E/CN.8/31/Annex 9. 

Figures for 1948 taken from Mensaje  del Poder Ejecutivo 

e Informe  del Ministerio  de Hacienda  de la Nacion  referentes  

a la Cuenta  de inversion  del Ejercicio  de 1948. Estimates 

for 1949 taken from Boletin  del Ministerio de Hacienda,  

30 October 1948. Changes introduced in those figures by 

-'‘\Congress taken from Diario  de Sesiones  de la Camara  de 

Diputados,  30 June 1949, Buenos Aires. Estimates for 1950 

taken from Boletin  del Ministerio de Hacienda, 22 October 

1949 and 5 November 1949. Public debt figures taken from 

Public  Debt 1914-1947,  United Nations, 1948. 

Data cover only central government budget plus special 

accounts. The share of the provinces, municipalities and 

independent agencies in taxes collected by the Federal 

Government have been added. Expenditure includes amortization 

of the public debt since public debt service data include 

amortization and interest payments. 

Bolivia: 	Figures for 1928 to 1936 are taken from Public Finances  

1928-37, Bolivia.  Receipts from 1936 to 1940 taken from 

Tasas  e impuestos sobre  la industria minera  en Bolivia, 

Banco de Crdito Ainero, La Paz, 1941, with the exception 

of 1938 which was taken from the answer of the Bolivian 

Central Bank to the Fiscal Division questionnaire. The 1948 

estimates of expenditure were published in the Foreign 

Commerce Yearbook Series, International Reference Sheet, 

/Bolivia. 
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Brazil: 

Chile: 

Bolivia. The receipts for 1948 is an adjusted figure 

taken from Revista Mensual published by the Direction 

General de Estadistica y Censos, Table I, Estadistica 

Financiera. The 1949 estimate of expenditure has been 

taken from Foreign Commerce Weekly, 13 June 1949. 

Figures for 1928 to 1935 are taken from Public Finances, 

1928-1937, Brazil, League of Nations, Geneva, 1938; from 

1935 to 1946 from Public Finance Data, 1936-1949, Document 

E/CN.8/31/Annex 25. Figures for 1947 to 1950 taken from 

Conjuntura Econ6mica, December 1949. Public Debt figures 

from 1943 to 1947 taken from Balancos Gerais da Uniao, 

corresponding to 1947, and also from -Public Debt 1914/47, 

United Nations, 1948. Estimates for 1950 taken from Atos 

do Poder Legislativo, L. No. 961 of 8 December 1949. 

Diario Oficial, 12 December 1949. Expenditure always 

includes amortization of the public debt since the Ministry 

of Finance item of expenditure shows Public Debt Service in 

which amortization and interest are put together. The two 

public workS plans are included in the figures, i.e. one 

covering from 1939 to 1943 and the other commencing in 

1944 and abolished in 1947. The special war budget 

established in 1943 and continuing until 1945 is also 

included. Figures for the independent agencies are not 

included. 

Figures for 1928 to 1936 are taken from Public Finances, 

1228-1937, Chilo, League of Nations, Geneva 1938. Figures 

for 1937 to 1946 from Public Finance Data, Document 

E/CN.8/31/Annex 12. Figures for 1947 and 1948 taken from 

Memoria de la Contraloria, corresponding to 1947 and 1948. 

Figures for 1949 and 1950 from approved budgets. Coverage 

includes the ordinary and the extraordinary budgets as 

well as special laws on receipts and expenditure. On the 

receipt side for the year 1943 the amount of 389 million 

pesos of tax receipts earmarked for the reduction of 

/deficit are 
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deficit are included. On the expenditure side 225 million 

are included in 1946, which represent Treasury repayment of 

advances. Autonomous agencies are not included. 

Colombia: 

	

	Figures for 1928 to 1936 taken from Public Finances, 1928-1937, 

Colom1Ria, League of Nations, Geneva 1938. Including ordinary 

and-extraordinary budgets. Figures for 1937 to 1949 taken 

from public finance information paper, Colombia, Document 

ST,/ECA/SER,A/2, covering ordinary and extraordinary budgets, 

speeial accounts and extra budgetary expense. 

Costa Rica: Figures for 1928 to 1937 taken from Public Finances 1928-1937, 

Costa Rica. Figures for 1938 to 1946 taken from Public  

Finance Data, 1938-1948, Document E/CN.8/31/Annex 23. 

Estimates for 1949 taken from Alcance a la Gaceta, Diario  

Oficial, No. 69 of March 27, 1949. Figures for 1946 to 1948 

taken from Resumen Estadistico Mensual, Banco Nacional de 

Costa Rica, September 1949. Ordinary and extraordinary 

budget are included. Since August 1946 the coverage of the 

budget is more inclusive and therefore the budget appears 

more sizeable. 

Cuba: 

	

	Figures for 1928 to 1936 taken from Public Finances 1928-1937, 

Cuba. Figures for 1937 to 1941 and 1947 and 1948 from Cuba 

Econamica y Financiera, April 1949. Budget estimates for 

1949-1950 taken from Lev de Presupuesto de 1949 a 1950, 

Gaceta Oficial, Edition Extraordinaria No. 10, 30 June 1949. 

In 1949 the fiscal year was changed from the early one based 

on the calendar year to a period beginning July 1 and ending 

June 30. The estimates therefore correspond to July 1, 1949 

to June 30, 1950. The years 1928/29 to 1933/34 include, 

besides the general budget, the Public Works Fund and other 

Special Funds. The receipts for 1947 and 1948 include taxes 

created by special laws but the Special Public Works Funds 

have not been added because they are presented on a 

calendar year basis. 

/Dominican Republic: 
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Dominican Figures for 1928 to 1936 taken from Public Finances 1928-1937, 

Republic: 	Dominican Republic. From 1937 to 1948 figures are taken 

from the Dominican Republic Central Bank's answer to the 

Fiscal Division questionnaire. For 1949, estimates were 

taken from the budget law. Presupuesto de Ingreso I-  Ley de 

Gastos Publicos, Gaceta Oficial. Proceeds of loans were 

deducted from the receipts side, while debt redemption, 

though substantial in 1946, 1)47 and 1948 (2.2, 6.2 and 20.5 

million pesos respectively) has not been excluded since in 

most of the other countries such deductions cannot be .mado. 

Ecuador: 	Figures for 1928 to 1937 taken from Public Finance 1928-1937, 

Ecuador. Figures for 1938 to 1949 are taken from Public 

Finance Data. Receipts and expenditure of special accounts 

and extraordinary budgets were included for 1932 till 1948 -

both inclusive. The estimates for 1949 do not include the 

special accounts. 

El Salvador: Figures for 1928/29 to 1936/37 taken from Public Finance  

1928-1937, El Salvador- they it- HO-Ludo the General Fund and the 

Special Funds. Figures for 19Y7/38 to 1948 are taken from 

Public Finance Data. Data for 1)39 are included for six 

months only because on that occasion there was a change in 

the basis of the fiscal year; therefore, from 1928 to 1939 

the base was from 1 July to 30 June. Data for 1939 cover 

the period from July to December. For subsequent years the 

fiscal year coincides with the calendar year. 

Guatemala: Figures for 1928/29 to 1937/38 taken from Public Finance  

1928-1937, Guatemala. .For 1938/39 to 1949/50  fiaires were 

supplied by the Dopartanento de Estudios Econmices del 

Banco de Guateala. 

Haiti: 	Figures for 1928/29 to 1935/36 taken fron. Public Finance 

1928-1937, Haiti. For 1936/37 to 1948/49 they were taken 

from the Chapter on Public Finances, Mission to Haiti, Lake 

Success, 1949. For the years 1937/38 to 1942/43 the Public 

Works Budget is included. 

/Honduras: 
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Honduras: 	Figures for 1928/29 to 1938/39 taken from Public Finance  

1212:J937, Honduras, League of Nations, Geneva, 1938. 

1941/42 to 1946/47 taken from Informe de Hacienda, Credit°  

Pdblico y Comercic. Figures for 1947/48 to 1949/50 from 

Prs.-nuosto General de Egresos e InOresos of those years. 

Mexico: 	Figcs for 1928 to 1937 taken from Fublic Finance 1928-1937, 

Menn, League of Nations, Geneva, 1938. From 1938 to 1946 

taken from Public Finance Data, 122.171248, Document 
E1'C'T,TV31/Annex 17. For 1947, 1948 and 1949 estimates were 

by the Direccion de Estadistica of Mexico. Public 

Debt, from 1528 to 1947 taken from Public Debt 1914-1947., 

United Nations, 1948. Data for 1948 taken from "Inform® 

que rind® el Honorable Coiiareso de la Union el Presidente  

de la 1- e.Ellbjoa, Lie. Miguel Alemrin", Mexico 1948. 

Nicaragua: Figures for 1929/30 to 1937/38 taken from Public Finance  

1928•1932, _:orLua, League of Nations, Geneva 1938. 

Figures for 1)44/45 to 1946/47 taken from Anuario Estadistico 

de in RepLILioa de Nicaragua, published by the DirecciOn de 

Estadistica, Nicaragua 1945. The LELLuE2Lat2 General, 

published by the Ministerio de Hacienda y CrOdito Publico, 

Nicaragua, was used for 1948-49. 

Panama: 	Figures for 1927/29 to 1936 from Public Finance 1928-1937, 

Panama, League of Nations, Geneva 1930. Expenditure for 

1945 to 1947 taken from Estadistica Panamolia, January 1947, 

Hacienda Pdblica, Panama. Estimates for 1949 from the 

budget law. 

Paraguay: 	Figures for 1928 to 1937 taken from Public Finance 1928-1937, 

Paraguay, Loagua of Nations, Geneva 1938, in Inifiloes of 

Paraguayan rasos. From 1941 to 1948 figures were furnished 

by the Banco del Paraguay, Division de Investigaciones 

Econmicas, also published by the Boletin Fstadistico. 

Since 19L1 fi gures are given in million guaranies, the new -

monetary unit. 

/Peru: 
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Peru: 	Figures for 1928 to 1937 taken from Public Finance 1928-1937, 

Peru. Figures for 1945 to 1948 taken from Boletin del Banco 

Central de Reserva del Perd, June 1949 and September 1949. 

Figures for 1942 to 1945 also taken from La Renta Nacional 

del Peril, 1942-1947, Banco Central de Reserva del Peru, 1949. 

Uruguay: 

	

	Figures for 1928 to 1934 taken from Public Finance 1928-1937, 

Uruguay, League of Nations, Geneva, 1938. Figures for 1935 

to 1948 furnished by the Contaduria General de la Naci6n, 

Montevideo. 

Venezuela: Figures for 1928/29 to 1935/36 taken from Public Finance 

1928-1937, Venezuela, League. of Nations, Geneva 1938. From 

1936/37 to 1946/47 they are taken from Public Finance Data, 

Document E/CN.8/31/Annex 14. Data for 1947/48 taken from 

Boletin informativo del Ministerio de Hacienda, June-July 

1948. Expenditure and receipts for 1948/49 and 1949/50 

taken from Cuadernos do informacin Econ6mica Venezolana, 

Corporaci6n Venezolana do Fomonto, Caracas 1949 and Revista 

de Hacienda, July 1949. 

2. National Income Fi,-;ures 

Argentina: United Nations Economic ComrAssion for Latin America. 

Brazil: 	From 1930 to 1937 estimates of Messrs. Bulhoes, Simonsen 

and the Bank of Brazil. Loreto Dominguez, Latin American 

income Estimates, in Conference on Research in income and 

Wealth, Volume 10. Estimates for 1938 to 1944 from Consoiho 

Nacional de Confederacao Nacional da Industria. SuFestoes  

Para una politica econmica Fana•ericana, 1948. Data for 

1944 and 1945 are estimates of gross national income taken 

from Estadisticas da Renta ',clonal, 1938/47. Data for 1945 

to 1947 are estimates of the Departamento de Economia 

Industrial; 1948 and 1949 arc estimates appearing in Proposta 

Oroametaria de Uniao 2pra Exercicio do 1950. All figures 

from 1945 quoted in Efeitos das Desvalerizacoes 	 

Departamento de Economia Industrial, November 1949. 

/Chile: 
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Chile: 	From 1931 to 1947, Economic Commission for Latin America. 

Figure for 1948 from the Chilean Development Corporation. 

Mexico: 	From 1929 to 1938 figures taken from Ingreso Nacional  y 

Nivel de Vida, Banco de Mexico, a typewritten paper prepared 

for the International Bank for Reconstruction and Development. 

From 1938 to 1946, National Income Statistics, United 

Nations, page 68. Estimate for 1948 of the United Nations 

Statistical Office, amounting to 2,541 million dollars 

converted into Mexican pesos at 5,7 pesos per dollar. 
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. Notes to table -"Estimated Current and Investment Expenditure" 

Argentina: 	Total includes 750 million pesos to be deducted for 

saving, since there is no breakdown showing the distribution 

of savings among the different budget items. 

Brazil: 	Other current expenditure includes 1,155 million cruzeiros 

of Public Debt Service comprising interest and amortization. 

Substantial amounts of the rest constitute government 

contributions to different funds, institutions, etc. 

Total excludes transfers of funds collected on behalf of 

local governments as well as tax refunds. 

Chile: 	Other includes 20.2 million of Public Debt Service, 

Costa Rica: Other includes regular debt amortization but excludes 

repayment of the floating debt of the previous government 

under the extraordinary budget. 

Ecuador: 	Current expenditure includes debt  amortization. 
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APPENDIX II 

Notes on Independent Agencies  

It is during the 'thirties that the independent (autonomous or 

autarchic) agencies began to grow. Traditionally, governments have 

run the Post Office and some public utilities, but their field of 

activities has been limited by "laissez faire" philosophies. The 

tremendous dislocation of their economies during the depression 

encouraged them to become active in additional fields. Later the 

desire for economic development stimulated even more the creation of 

independent agencies, especially during the war and post-war period. 

In some instances the combined budgets of such agencies were larger 

than the central government budget. 

To be able to present Public Finance figures, the Fiscal Division 

of the United Nations agreed with the International Monetary Fund that, 

in order to have proper coverage of governmental financial activities, 

the gross receipts of all independent agencies should be included, with 

the exception of those the principal object of which is trading 

operations, or which perform banking functions, when only the net 

result should be included. 

The following are the findings as regards the number, field of 

operations and financial importance of the independent agencies: 

1. 	In Argentina, the Regulating Boards grew during the 'thirties, for 

the purpose of supporting prices of agricultural commodities. Their 

financial independence was such that they issued no report of their 

activities. It was only in 1942 that they were requested, for the 

first time, to send their budgets to the Ministry of Finance. The 

report of that Ministry for 1942 thus includes figures of their 

receipts and expenditures. Some reorganization took place in 1946 

(decree-law No. 15352 of 28 May 1946). At that time eight agencies 

were merged with three already in existence, and one newly created. 

The 'API (Argentine-Institute for Trade Promotion) was created by decree-

law No. 15350 of 28 May 1946, granting it powers which placed it in 

the category of a State Trading Agency. Today, the independent agencies 

have varying degrees of autonomy and operate in many different fields. 

Out of a 
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Out of a total of fifty-two agencies, four are banking institutions, 

twelve are social insurance institutes, five are engaged in agricultural 

development, nine are engaged in agricultural activities, ten administer 

public utilities and public works, six are state universities and six 

are of miscellaneous types. 

Their financial position since the year 1942, when sources and 

application of funds began to be published, was as follows: 

Argentina: Autonomous Governmental Agencies 2/ 

Receipts and Expenditure 

(Millions of pesos) 

Financial year 
ending 31 December 1942 1943 1944 1945 	1946 	1947 1948 

Closed Accounts 

1. Banks and National 
Postal Saving 
Fund 

Expenditure 52.0 53.8 60.2 92.1 	104.7 	164.1 262.2 
Receipts 66.8 92.1 	114.3 	167.2 262.2 

Balance (+) or (-) +9.6 	+3.1 

2. National Institute 
of Social Welfare, 
Maternity Fund, 
and other funds 

Expehditure :5.9 5.8 6.6 10.3 	19.7 	48.5 66.4 
Receipts . 311.9 619.9 	1308.3 	1560.0 2395.1 

Balance (+) or (-) . +305.3 +609.6 	+1288.6 	+1511.5 2328.7 

a/ Source: Public Finance data have been used for 1942-1947. Figures 
for 1947 and 1948 taken from Mensaje del. Poder Ejecutivo, 
Buenos Aires, 1949. 

/3. Agricultural.Development 
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Financial year 
ending 31 December 	1942 1943 1944 1945 1946 1947 1948 

3. Agricultural Develop- 
ment (National 
Agricultural Council, 
National Fruit and 
Vegetable Markets 
and others) 

Expenditure 	10.9 9.2 11.4 31.8 39.0 61.0 127.7 
Receipts 45.0 42.1 46.7 65.4 108.1 

Balance (+) or (-) +33.6 +10.3 =7.7 +4.4 +119.6 

4. Industrial Development 
(Argentine Corporation 
of Domestic Weaving, 
National Corporation 
of Olive Growers and 
others) 

Expenditure 	242.6 313.4 379.0 422.5 414.4 553.0 649.6 

Receipts . 409.4 410.0 455.5 535.9 1024.9 

Balance (+) or (-) . +30.4 -12.5 +41.1 -17.1 +375.3 

5. PUblic Works and 
Services (General 
Administration of 
State Railways, 
Administration of 
State Merchant 
Marine and others) 

Expenditure 	267.4 284.6 392.7 357.4 440.8 670.7 1026.7 
Receipts 545.8 527.8 611.5 777.3 999.1 

Balance (+) or (-) +153.1 +170.4 +170.7 +106.6 -28.6 

6. Universities 

Expenditure 	34.5 39.6 40.8 43.2 46.0 79.5 192.7 
Receipts 	 . . 42.0 44.0 46.9 95.9 212.5 

Balance (÷) or (-) 	. . +1.2 +0.8 +0.9 +16.4 +19.8 

/7. Other Agencies 
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Financial year 
ending 31 December 	1942 1943 1944 1945 1946 1947 1948 

7. Other AFencies 
Expenditure 	 1.7 3.2 4.7 8.5 18.2 0.5 7,6 
Receipts 4.8 8.8 23.4 0.9 11.5 
Balance (4-) 	or (-) 	. +0.1 +0.3 +5.2 +0.4 +3.9 

Grand Total Expenditure 581.0 709.6 895.4 965.8 1082.8 1594.6 2332.9 
Grand Total Receipts . 1425.7 1744.7 2606.6 3203.3 5013.6 

Balance (4-) or (-) 	
• +530.3 +7',:f;.9 +1523.8 +1708.7 +2680.7 

The. Central . Government collects taxes on wine, on "y3rba mate", on 

transport of cttle, on apprenticeship, on fuel and lubricants and other 
niscellaneeus taxes. Proceeds from these taxes are as follows: 1/ 

Receipts  
collected by 
the Central 
Govern dent for 

1939 1940 1941 1142 	1243 
( dlliins of 

1944 1945 1946 1947 1948 

.utonumous 
Governmental  
Aeencies: 	1938 

pesos) 
Tax on Wine 	6.8 7.1 7.1 7.5 7.5 -%3 9.1 8.6 8,1 9,8 10.6 
Tax on Yerba 
Mate 	 5.7 6.5 5.9 5.9 7.1 6.5 6.7 6.9 7.3 6,8 7.8 
Tax on Transport 
of Cattle 
Tax on 

15.0 19.0 17.4 20.3 28.5 29.6 

Apprenticeship - 
Tax on Fuel and 

7.8 14.7 14.4 

Lubricants 	59.4 65.1 80.0 87,3 86.4 80.2 104.5 101.5 145.7 165,6 195.1 
-Others 	3,1 2,6 2.1 2.0 1.6 6.8 9,9 5.9 4.0 2.3 3.0 

Total 	75.0 81.3 95.1 102.7 102,6 116.8 15).2 	 1/0.3 1)3.2 227.7 260.5 

1/ It should be noted that thes.: taxes, together with those collected on 
behalf of the Provinces and of the Municipality of Bu-nos Aires, were 
included in the total revenue fiures in order to obtain the percentages 
of total revenue in relation to national income and exports. 

/The Central Government 
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The ,Central Government has also contributed sometimes with revenue 

of the general fund, the disbursements being included in the expenditure 

of the different ministries. 

The importance of IAPI in government financing,in Argentina must 

be considered separately. Furthermore, in the tables above, IAPI has 

not been included. 

Although IAPI has been operating as a State Trade Monopoly since 

1946, its balance sheet and the profit and loss account were published 

for the first time in September 1948, and only referred to 1947. In 

July 1949, the balance sheet for 1948 was published. 

Since IAPI performs a great many operations of different kinds, 

it is impossible to find the source of the reported 1,900 million pesos 

profits on trading operations for 1948. As for subsidies on bread, 

sugar, meat, milk, edible oil, soap, etc., the only amount appearing in 

the statement for 1948 is one of 319.2 million pesos, plus another 

163.6 million to cover compensation for the sugar industry. The net 

profit for the financial year of 1947 was 1,238 million pesos, while 

for 1948 it was 561 million pesos. (In Public Finance statistics, the 

tendency is to include only the net balance of trading agencies in the 

general budget, and is, therefore, sufficient for our purposes.) 

It is known, however, that the main source of income of the State 

Trade Monopoly resulted from the practice of paying low prices to the 

producers and selling at high prices to the buyers. The IAPI used this 

income, in part, to finance the Five Year Plan and to subsidize both 

certain necessities and some industries. Subsidies, however, were 

practically discontinued in the second half of 1949. 

The operations of IAPI have been effected outside the general 

budget, in which there appear no expenditure for subsidies, / nor any 

receipts from the above mentioned price differential. 

1/ The 1950 Draft Budget appropriates for the first time the sume of 400 
million pesos to subsidize wheat. In.any case, subsidies are transfer 
payments and, as such, a mere redistribution of resources between the 
different sectors of the community. Their exclusion from the central 
budget is correct, as otherwise they would inflate government 
expenditure figures and distort their real burden. 

/Because of the 

• 
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Because of the lack of statistics regarding the full extent of this 

monopoly's operations and the deficiency of the available data, it is 

impossible to ascertain whether the beneficial results of the income 

redistribution implied in the operations of the State Trade Monopoly 

have been cancelled out by the very considerable increase in the means 

of payments created by IAPI's operations. 

In 1948, a budget reform was adopted, giving more unity and 

universality to the budget. Since then, income statements of all the 

independent agencies (labelled "Decentralized Organs") are included 

in the central government budget, except that of IAD'. 

2. 	Autonomous agencies were also created in Brazil during the 

'thirties, mainly due, to the central government's intervention in 

numerous activities, especially in the economic field. In 1947 the 

reports of the Ministry of Finance showed the existence of 87 agencies. 

In 1945, when their number was only 72, they were classified in five 

groups: 16 were public credit institutes, 8 were public enterprises, 

9 were institutions of economic intervention and 39 were institutions.  

of Sobeal Insurance and Pensions. 

Although the Federal Accounts' Court has tried to publish statistics 

for these agencies, it has never been successful in getting financial 

reports from all of them. In the last "Balances Gerais da Uniae" 

published, that of the fiscal year 1947, bitter complaints from this 

Court are levelled against the different independent agencies for their 

failure to comply with the President of the Aepublic's circular (No. 13 

of 2 October 1947), ordering: the Ministries to submit the accounts of 

the agencies individually dependent on them. In 1945, when the first 

efforts were made to consolidate all the accounts of independent agencies, 

the Court was quite successful, and only 9 failed to present reports. 

In 1946 and 1947 the situation became worse, and of 87 agencies, only 

41 presented their balances. 

The different systems of accountancy and reporting -- made 

necessary by the nature of the various agencies -- constitute a serious 

obstacle to the consolidation of whatever data are available. • 

The magnitude of 
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The magnitude of the finances of these agencies can be judged 

from data for 1945 and 1947 shown in the table below: 

Brazil: Autonomous Institutions and Enterprises (Autarquias)  

(Millions of Cruzeiros) 

1945 
	

1947  

Closed Accounts 

Group 1. Public Credit Institutions 
(Autarquias de Economia Popular) 

Operating Expenditure 
Operating Receipts 

293.5 _V 
343.72/ 

178.0 
197.1 2/ 

    

     

Balance (4. or -) 	 4- 50.2 

GroUp 2. Public Enterprises 
(Autarquias de Explorapo Industrial) 

4- 19,1 

Operating Expenditure 
Operating Receipts 

Balance (4. or -) 

Group 3. Institutions of Economic Intervention 

1,040.2 
1,317.4 

12/ 2,305.0 f/ 
3,193.2 f/ 

277.2 4- 888.2 

(Autarquias de Intervencao Economica) 

Operating Expenditure 1,024.4 ci 773.2 g/ 
Operating Receipts 1,682.3 ci 829.1 

Balance (+ or -) + 657.9 55.9 

Group 4. Social Insurance Institutions 
(Autarquias de Previdencia Social) 

Operating Expenditure 1,175.1 1,038.6 h/ 
Operating Receipts 2,562.6 d/ 2,353.3 	hi 

Balance (4. or -) + 1,387.5 4- 1,314.7 

Total of 4 groups: Receipts 5,906.0 6,512.7 
Expenditure 3,533.0 4,094.8 

IV Covers 

Iv, Covers 

a/ Covers 

di Covers 
;/ Covers 

Covers only seven of the sixteen institutions in this group. 
only six of the eight enterprises in this group. 
only seven of the nine institutions in this group. 

only four. 	 g/ Covers only six. 
only thirty-three of the thirty-eight institutions in this group. 

only five. 	 h/ Covers'only twenty-seven. 

As 'indicated in the above table, only operating expenditure and receipts Note: 
are shown, net including capital transactions such as investments, 
purchases of equipment, receipts from sale of property and proceeds- of loans. 
It has not been possible to present a complete picture of the financial 
operations of these institutions because no data are available. 

Source: Public Finance Data, United Nations Document. 
/3. The Mexican 



E/CN.12/164 
Ch. XAVI - 
P,,)-e 8 

3. 	The Mexican independent agencies began to grow under the Cardenas 
administration, i.e., since 1934, when agrarian and agricultural 

development credits and other measures related to land redistribution 

and land tenure were enacted and their execution given to autonomous 

bodies. All of them were and are organized as corporations with government 

capital. Up to 1948, the Mexican autonomous agencies were given complete 

independence the Secretary of Finance obtained information about them 

through the Department of Credit) and there were no compulsory measures as 

to publication of their acceunts. At the LJinning of 1948, the Central 

Government issued a decree regulating, among other things, the relation 

of those agencies with the government, 1/ Besides requiring a majority 

share of their capital to be held by the Central Government, the National 

Investments Commission was created in January 1948 2/ with the aim of 
supervising the activities of these agencies. Presentation of balances 

was, of course, required (those with banking functions are subject to 

the banking law and are required to publish their balances 'cy statute). 

In spite of the Central Government's requirement, the autonomous agencies 

1/ "Ley pare el control por part del Gobiarno Federal de los Organismos 
Decentralizados y Empresas de Particinacien Bstatal". Diario Oficial, 
31 December 1947. 

2/ Diario Oficial, 31 January 1948. In the information that the Banco 
de Mexico furnished to the International Bank for Reconstruction and 
Development, the Mexican independent agencies were classified as 
follows: 1. Credit institutions: a) Nacional Financiera, S.A.; 
b) Banco Nacional de Credit° Agricola; c) Banco Nacional de Credit° 
Ejidal; d) Banco Nacional Be Foment° Cooperative; e) Banco Nacional 
de Comercio Exterior; f) Banco Nacional Hipotecario Urbane de Obras 
Bilblicas; ,g) Banco del Pequa-■io Comercie. 2. Production institutions: 
a) Petreleos Mejicanos; b) Broductora e Irapartadora de papel, S. A.; 
c) Talleres Grdficos de la Nacien. 3. Transport institutions: 
a) Ferrocarriles Bacionales de Mexico; 	Ferrocarril del Rio Mayo; 
c) Line- Ferreas de Mexico (en liquidacien). 4. Proration 
institutions: a) Almacenes Generales de Deposita S. A.; b) Nacional 
Distribuidora y Reguladora, S.a.; c) Comisien Federal de blectricidad; 
d) Comisien Nacional de irrigacien (subsequently called Secretaria 
de Recursos Hidrdulicos); e) Cemisien Nacional de Foment° Industrial. 
5. Miscellaneous: a) National Lottery; b) Banco de Mexico; c) Comisien 
del Papaloapan; d) Comisien de Tenalcatepec. (The latter two have 
both been created for the development of a river valley). 

have refused 
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have refused, in many instances, to co-operate with the National 

Investments Commission. Since many of them receive funds from the 

Central Governments budget, one of the measures taken to achieve 

compliance of the requisite has been the threat of cutting off that 

source of revenue. Figures for all of the agencies are therefore not 

available even for the Government controlling agency, and furthermore, 

this controlling agency does not publish those that are available. 

The exact number of autonomous agencies today is generally not 

known. The decree of January 31, 1948, creating the National Investments 

Commission, enumerated the agencies and gave a total of seventy-two. 

This list, however, is not up to date, since after the creation of the 

Commission which has controlling, supervisory and co-ordinatory powers 

upon the autonomous agencies, some of those listed have been dissolved 

and new ones added. 

4. 	The Chilean budget is somewhat complicated because of the 
existence of several important indpendent agencies and special accounts 

which, though having separate budgets, are, nevertheless, inter-related 

by means of the contributions from the ordinary budget. This situation 

is being remedied somewhat by Law No. 8918 which stipulated that 

beginning with the fiscal year 1948 the central budget is to present 

a consolidated picture. Though the accounts are now easier to understand 

there are still a number of items outside the central-budget. 

The independent agencies outside the budget have been classified 

as follows: eight development institutions, such as the Development.  

Corporation, Agricultural Credit Institute, Mining Credit Institute, 

etc; ten Social Security Institutions, such as the Compulsory Insurance 

Institute, Private Employee Insurance Institute, and seven smaller 

ones; the autonomous agencies performing banking functions which 

comprise the Central Bank, three mortgage banks and two saving banks; 

finally, the agencies connected with the securities market of which the 

Autonomous Amortization Fund is by far the most important. Each of 

these agencies has its own receipts from taxes and fees and sometimes 

receives contributions from the ordinary budget. 

/It has not yet 
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It has not yet been possible to express in monetary terms the 

inter-relationship of the budgets of the independent agencies with the 

central budget as well as among themselves. For this -reason it is 

impossible to present a table, even for one year, of their financial 

status. 1/ 

The Chilean Developmental Corporation, which is the most important 

of all - the agencies, has been financed since its creation- as-follows: 	.. 

1939 

Government 	- 	 Own 
contribution 	- 	resources 

105 

(In million pesos) 

1940 176 4 
1941 239 109 
1942 157 .195 
1943 148 240 
1944 155 195 
1945 203 249 
1946 94 246 
1947 466 210 

.1948 70 155 

2,449 1,606 

In addition, the Corporation received funds from credit operations 

with the Export-Import Bank and the International Bank for Reconstruction 

and Development. 

A study made by the Developmental Corporation points out that in 

1946 only 65 per cent of total tax collections went to the central 

budget, the rest being used to finance the independent agencies and 

special funds. 

1/ Even a comprehensive study of the International Monetary Fund 
(Jorge del Canto, Economic Development and Financial Institutions 
ia Chile, February 15, 1949) does not present a consolidated - 
statement of their operations. 

2/ According to the budget law pf 1949 no taxes were to be earmarked 
for the Corporation since thatyear. The Government contribution 
has not always been totally included in the budget:. 

/5 In Ecuador 

• 
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5. 	In Ecuador it has been possible to combine almost all the Government 

accounts: the ordinary and extraordinary budgets as well as all the 

special accounts, funds and independent agencies. 

Receipts and expenditure of the special accounts were as follows 

sow- 

•  
(in millions of sucres): 

1930 	39 40 41 42 43 44 45 46 47 48 
Receipts 7 9 7 25 19 42 79 52 76 145 133 

Expenditure 8 13 10 30 21 40 49 75 102 166 153• 

The latest independent agencies created in 1948 were the National 

Development Corporation and the National Development Bank (merely a 

new name for the Development Bank and the branch system of provincial 

banks already in existence). The National Development Corporation has 

tax receipts earmarked to cover its expenses. In addition there exists 

a Pension Fund and a Social Insurance Fund with separate budgets. 

6. In Peru the financial relations of the Government with the 

corporations (Peruvian Guano Corporation, Santa River Corporation, 

Amazon' River Corporation, Civil Aeronautics Corporation, Peruvian 

Shipping Corporation, and the four banks for agriculture, mortgage, 

industry and mining) are expressed by the fact that their dividends 

are included among receipts in the central budget while the contributions 

made to them by the government appear among expenditures. Some other 

government enterprises such as railroads, petroleum exploitation, docks 

and several others are also included in the budget. 

7. Finally, in Venezuela there are fourteen independent agencies, 

most of which have been created in recent years. Their relationship 

with the central government finances is well defined. 

Their functioning•is regulated by the law or decree by means of 

which they were established as well as by the Organic Law of Finance. 

The latter stipulates that a special law or decree can provide that a 

certain official institution (scientific, charitable, financial or 

industrial) enjoy complete autonomy, independent of the Treasury. 

Their receipts and expenditure are not considered as government receipts 

and government expenditure. Their finances are not subject to the 

/budget norms 
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budget norms of the central government. In the central budget there 

appear on the revenue side only the net amounts that the agencies 

transfer to the government, if any, and on the expenditure side those 

amounts that the Treasury contributes either for their establishment 

or for their operation. 

The Venezuelan independent agencies can be classified as follows: 

four are of an industrial character; three are banking institutions; 

two are of a broader economic nature; one is a social insurance 

institute and four are miscellaneous. 

8. 	In short, of the seven countries descri ed. above, three, i.e., 

Argentina, Brazil and Chile, have independent agencies, the accounts of 

which are completely outside the bud et and such data are not available, 

especially in the case of Brazil and Chile. 

In two countries, Peru and Venezuela, the relationship of the 

agencies with the central government budget is clearly defined and no 

problems of proper coverage of all central government finances arise. 

Ecuador is an intermediary case where the a st important agencies 

handle large sums, have receipts of their eon and receive shares of 

taxes that have been earmarked forthe,m. 
	few accounts are still 

outside the central government budget. 
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APPENDIX III 

Notes on achan;e Profits and Taxes 

on Exchange Onerations 1/ 

The introduction of exchange control in the'thirties has made 

possible the creation of a new source of revenue. It has taken the 

form of an exchange tax, such as exists in Brazil, Ecuador and Colombia, 

or of profits received by the governments from foreign exchange 

operations. The difference between the price which the government pays 

for -foreign exchange derived, for instance, from the export of commodities, 

and the price charged when it is resold to importers is kept as profit 

by the government. This occurs not only with respect to commodity trade 

but also to all foreign e:ohange transactions. 

In general, countries where a multiple exchange rate system has 

been introduced have derived substantial revenues from this source, 

using multiple import rates or multiple export rates, or both. Argentina, 

which has applied this device extensively since 1933, and later Uruguay, 

Chile, Venezuela and Bolivia introduced legislation aimed at deriving 

a profit from exchange operations. While Argentina is not a member of 

the International Monetary Fund and, therefore, is not bound to unify 

her exchange rates, the other countries mentioned above have maintained 

multiple exchange rates by taking advantage of the time limit permitted 

by the Articles of Agreement of the Fund and of its lenient policy on 

the subject. In any case, should the Fund request compliance of its 

clauses the levy could easily be transformed into an exchange tax such 

as already exists in E:'anji, Ecuador and Colombia. 

The extent to which pooceeds of this nature can be considered as 

hidden taxation depends on whether they are included in the budget. 

The treatment given to this source of receipt in the accounts of the 

countries has taken several forms. In Bolivia, Chile 2/ and Ecuador 

1/ These notes are not concerned with the tax on remittances abroad. 

2/ Decree 5523 of December 13, 1947, provided that exchange margins be 
transferred in their full amount to the general budget. Furthermore, 
the sums deposited in the special account "Fonda Fomento Minero" 
were also transferred to the general budget. 

they are included 
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they are included in the budget of the central government. In Venezuela, 

the 0.26 spread is shared between the Treasury and the Central Bank 

after deduction of subsidies to agriculture has been made. Another 

treatment has been the creation of - a special account, outside or 

connected with the general budget, such as the Argentine Exchange 

Margin Fund. From this account funds are transferred to the general 

budget for the payment of differences in exchange arisen from the public 

debt service or payments to Argentine officials abroad, or as contribution 

to the expenditure of the Exchange Control Office, or for public works 

purposes such as the construction of grain elevators, harbours, etc. 

In Brazil the tax on foreign exchange transactions was not included in 

the .general budget until 1945 because originally it had been created as 

one of the sources of income for the Public Works Plan. When the Plan 

was incorporated into the general budget in 1946 the tax was also 

automatically included. 

The following table shows the proceeds derived from foreign exchange 

transactions: 

Profits and Taxes on Foreign Exchange Transactions 

(In millions of national currency) 

1938 1939 1940 1941 	 1942  1943 1944 1945 1946 1947 1948 1949 
ARGENTINA pi 
Gross proceeds of 
Exchange Margin 
Fund: 73 113 201 215 90 43 84 107 120 676 635 .. 
Of which the 
following amounts 
were transferred 
to the general 
budget: 31 33 31 32 79 87 43 .. 234 400 486 . 

LI Proceeds for earlier years were as follows (in million pesos): 
1933 = 0.6; 1934 = 113; 1935 = 118; 1936 = 88; 1937 = 65. Of which 
the following were transferred to the budget: 1933 = 0.5; 1934 = 25; 
1935 = 60; 1936 = 35; 1937 = 125. For 1947 the Presidential Message, 
Buenos Aires, 1948, shows only 39 million. 
Source: Memoria de Hacienda, Volume I, 1938-1945. For 1947 and 1948 
figures published by the Ministry of Finance on June 8, 1949, as quoted 
by "Business Conditions in Argentina", July-August 1949. Data for 1946 
are estimated. 

/Profits and 
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Profits and Taxes on Foreign Exchange Transactions  

(In millions of national currency) 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 

BRAZIL 2/ 
Tax on foreign 
exchange 
transactions - 279 317 364 352 376 556 629 120 .. 350 700 

CHILE h/ 
Foreign exchange 
operations 	 - - - 62 16 36 384 292 258 739 .• 

co4omIA c/ 
Stamp taxon 
exchange control 
operations 	- - - - - - - - - - - 25 
Exchange control 
receipts 	 3 	- 	- 	- 	- 	- 	- 	. 9 	- 	5 	.. 	4 

ECUADOR cl/ 
Foreign exchange 
tax 13 26 45 44 .. 

URUGUAY 2/ 
Exchange profits 0 • .. 14 12 13 11 7 11 18 34 41 

VENEZUELA 1/ 
Exchange control 
profits 	 - - 6 2 3 	- 4 11 76 87 70 

	

a/ Public Finance D 	?oeument E/CN.8/31/Anrex 25, page 15. For 1947 

	

no information a 	V:)le and data for 194849 are budget estimates. 

Memoria de la Contra..ia General de la Republica. 

.2/ and / Mimeograph, Public Finance Data, Fiscal Division, United Nations. 

/ Informative, Boletin del kinisterio de Hacienda, Montevideo, 1949. 

1/ Figures for 1940-47 are from the answer to the Fiscal Division 
questionnaire sent by the Venezuelan Government. For 1947 and 1948 
taken from Revista de Hacienda, July 1949. 

Notes: All figures have been rounded. 
not available. 

/Next to the 
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Next to the income tax and the excess profits tax, the exchange 

margin is, perhaps, one of the most flexible sources of governmental 

revenue and has proved to be a receipt which can be easily channeled 

into economic development or subsidy programmes. / Very often proceeds 

from this source are criticized because of their repercussions upon 

inflation and cost of living. There is no doubt that exchange margins 

can result in an increase in the cost of living to the extent that 

import goods are sold at higher prices and to the extent that investment 

in public works such as highways, government buildings and other 

non-reproductive assets contribute towards inflation. The danger is 

not so great in the cases under examination, especially when the 

multiple exchange rate system is so devised as to yield subsidies for 

productive purposes, as is being done, for instance, to stimulate 

agriculture in Venezuela. 2/ With respect to the expenditure side, 

it could be said that all expenditure, no matter what the source, 

generates inflation, but less so when parts of the proceeds are used 

for public debt redemption such as in Argentina. More important than 

these considerations is to know on whom the incidence of the revenue 

falls. 

2/ A shrinkage of foreign exchange receipts could automatically result 
in smaller proceeds unless the spread between the 'buying and selling 
rates is widened since the size of the revenue from this source has 
depended on the existence of a seller's market for the country's 
export and on the spread between the rates. 

2/ In Venezuela, where agricultural activities are promoted by the 
administration, the exporters of agricultural products receive a 
greater amount for the sale of their foreign exchange than the 
exporters of petroleum, Undoubtedly the measure does not cause an 
increase in the cost of living but only reduces the proceeds of the 
petroleum companies. 
In Chile and Bolivia, where different purchase rates are applied to 
the large, medium and small mining enterprises as well as to agriculture, 
the levy has as its main purpose to subsidize agriculture, medium and 
small mining at the, expense of the great mining corporations. 
In the three countries, Venezuela, Chile and Bolivia, certain allowances 
to retain a part of the foreign exchange for expenditures r,,:broad is -
permitted, In this way the levy is not inflationary in any of the 
two aspects, namely, receipts by increasin the cost of the product 
and expenditure by raising the level of government expenditure. 

The exchange profits 
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The exchange profits and exchange tax can be considered as a tax 

on exports and imports, its incidence depending on the world demand for 

a country's export products and on the world supply of such commodities. 

Assuming that the government establishes a higher rate for the importers 

buying foreign exchange, and should there be no other controls, the 

1"  impact will be to reduce temporarily their profits. They will be able, 
AP 

however, to ask higher prices for the products and shift the tax to the 

consumer. 
In countries where multiple exchange rates exist together with 

other controls such as import permits and exchange permits, those 

receiving the full benefit? will be the ones who obtain such permits 

since they are able to ty-fer the whole amount of the tax to the 

consumer. Considering that both import permits and exchange permits 

are granted to buy "essential", "useful" and "luxury" goods, the tax 

is paid by consumers on a ;-tale corresponding to that classification. 

Permits for "essential" imports are granted a favourable exchange rate, 

the incidence of the tax being hardest, therefore, on consumers of 

non-essentials. By means of this device the cost of living is kept 

down while imports are restricted. 

In the case of exporters, a favourable rate for exporters will 

result in greater profits to then. This situation has been utilized 

for the granting of favourable rates to exporters of products which 

the government intends to foster. 

In the case of Argentina where there exists a State trade monopoly 

all profits -- those obtained as an importer and as an exporter -- are 

collected by the State. In this case a real redistribution of income 

is involved because the difference in the form of exchange profit is 

passed to the general public as public revenue and is sometimes channeled 

to direct subsidies and public works. 

Another question raised is whether the income of export producers 

and import consumers is the best source of taxation. Experience has 

shown them to be an excellent source of revenue and in countries where 

the income tax is being increasingly important the existence of what 

can be considered 



E/CN.12/164 
Ch. XXVI - Ap,III 
Page 6 

can be considered an ad valorem customs duty seems to have given 

favourable results. In addition, it can be used to evade tight r,ommercial 

treaties and international obligations regarding international trade, 

In the same way that a tariff comprises mart favourable and less 

favourable rates together with maximum and minimum columns, the 

essentiality of the various iaports as a test of granting a certain 

exchange rate to imports performs the same role as the tariff. In fact 

it is more advantageous because tariff changes are difficult while 

inclusion of goods in one or the other category requires only a 

regulation from the exchange authorities, Besides, encouragement of 

certain marginal exports can be given by granting a favourable rate to 

exporters and as part of a programme for diversification of production. 

'There are no drawbacks in the utilisation of differential exchange 

rates for revenue purposes. Disadvantc es arise when the exchange 

control in itself is not intelli,ently and honestly enforced by the 

administrative authorities. 
.1/ 
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