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CONTENT

Part One of the present Economic Survey deals with recent economic
trends in Latin America as a whole and in the individual countries, The
analysis relates exclusively to developments in 1970; a longer-term
perspective and more sectoral detail concerning the principal macroeconomic
variables have been omitted, because they are the subject of a separate
study.f/

The first section contains a description of the growth rate of the
Latin American economy and the internal and external factors determining
it; in particular, a brief account is given of the position with regard
to Latin American integration, This is followed by a review of recent
economic trends in each country of the region in 1970. After their
main characteristics have been outlined, developments in the main
production sectors external relaticns and the fiscal sector are analysed.

Part Two contains three special studies., The first deals with the
expansion of international enterprises, particularly manufacturing
enterprises, and their importance in Latin American development. In
addition to presenting background information regarding the size of
these enterprises and the relationship between the economy of their
country of origin and those of the countries in which they are
operating, the effects of their expansion on Latin America are reviewed.
The second study relates to the development of the relations between
Latin America and the European Economic Community and their future
prospects; in particular, the scope of the EEC preferential agreements
and common agricultural policy and their effects on Latin American
exports are discussed, The third study deals with the trends in and
prospects of Latin American exports to Japan, taking into consideration
Japan's trade policy and Latin America's possibilities of exporting

foecdstuffs, raw materials and manufactures.

f/ ECLA, "Trends and structures of the Latin American economy"
(E/CN.12/88L).

/Part One
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Part One
THE LATIN AMERICAN ECONCMY IN 1970 l/
I. RECENT ECONOMIC TRENDS

l, Over-all appraisal

The favourable trends observable in 1969 continued in 1970,

Latin America's gross domestic product rose by 6.9 per cent, compared
with 6.5 per cent in 1969 and an average of 5 per cent in the period
1965-1968, It is interesting to note that in the last three years

(1968, 1969 and 1970) the region's annual growth rate was over 6 per cente
(see table 1.)

Latin Americat's growth in 1970 is due to that of its more developed
countries, Among these, there are several which, because of their size,.
welgh heavily in the regional balance, e.g., Brazil, Colombia, Mexico
and Peru, whose domestic product grew by 7 per cent or more, (See table 2.)
Another interesting feature of the 1970 trends was that in no country was
the growth of the domestic product slower than population growth. Mexico,
Brazil, Colombia, Costa Rica, the Dominican Republic, Guatemala and
Nicaragua are noteworthy because of the steady pace of their growth
since 1965,

AN

The estimates for 1970 were prepared on the basis of the data
available up to 28 February 197L. They are therefore provisional
and subject to revision as new figures are made available by the
Governments, The country studies do not include the Cuban
econcmy for want of sufficient data comparable with those on
other countries,

/Table 1



E/CN.12/868

Page 2
Table 1
LATIN AMERICA: TOTAL SUPPLY AND DEMAND, 1965 T0 1970
Millions of dollars et 1960 prices Average annual grovth
rates

1965 1968 1969 1970 &/ 196568 1969 1370 8/
Total sup 119 2014 139 218,2 148 43k, 7 158 849,0 543 6,6 y )
Gross domestic product 109 221,8 126 55040 134 786,2 144 062,5 540 645 6.9
Imports b/ 9 979.6 12 668,2 13 648,5 1 786,5 4,1 7.7 8.3
Total demand 119 2014 139 218,2 148 4347 156 849,0 53 6.6 Zs8
Exports b/ 11 976,6 13 W2 M 397.2 14 886,9 349 7.1 3.4
Total investment 20 116,8 24 026,3 25 801,2 27 981,7 6,1 Zoh 845
Total consumption 87 108,0 101 747.7 108 236,3 115 9804 5,3 6.4 72
General government 10 095,3 11 940,0 12 515,8 13 332,14 5.8 4,8 645
Private 77 012,7 89 807.7 95 72045 102 €48,0 543 6.6 762

Source: ECLA, on the basis of official statistics,

a/ Preliminary figures,
b/ Goods and services, excluding factors,

/Table 2
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LATIN AMERICA: ANNUAL GROWTH RATE OF THE GROSS DOMESTIC FRODUCT
AT FACTCR COST, 1965-1968 TO 1970

(Percentages)

Country 196568 1969 1970 &/
Argentins 2.4 6.6 4,8
Bolivia 6,8 k.5 5e2
Brazil 6.1 8.5 9.0
Colombig 5¢2 6.2 7.0
Costa Rica 7e2 6.7 75
Cube, - - -
Chile 4.1 3.1 2,5
Ecuadar b5 5.7 95
El Salvador 5.3 3.4 4.3
Guatensle, 5.1 5.6 5.1
Haitl ol 3.3 3.6
Honduras 7.0 3e2 k0
Mexico 7.1 743 7.4
Mearagua R b4 L6
Panama 7.7 702 8.6
Paraguay 3.6 b2 5¢3
Peru 2,7 1.3 7.3
Doninican Republic 6.5 7.0 6.5
Uruguay -0,8 5.3 4.6
Venezuela 3.6 3.5 6.1
Latin America 5.0 6.5 6.9

Source: ECLA, on the basis of official statisties,

&/ Preliminary figures,

/Construction, basic
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Construction, basic services and manufacturing were the sectors
which were mainly responsible for the 1970 economic expansion, as was
true in 1969 and to a lesser extent in 1968, 1In fact, all the production
sectors grew by more than 4.5 per cent annually. This evenly balanced
sectoral growth is an accentuation of the trend already observable in
1969, and it gives a very individual character to Latin America's
development process which is in contrast with the trend for most of
the 1960s, One outstanding feature was the recovery of agriculture, with
rates of 3.4 per cent in 1969 and 4.8 per cent in 1970, compared with an
annual rate of only 1.7 per cent in the period 1965-1968, (See table 3.)

These results characterized by an accelerated over—all growth rate
and the absence of any serious lag in any of the countries or sectors,
may be ascribed to a number of factors, the most important of which
are the trends in investment and in the external sector.

On the internal scene, total investment expanded at an accelerated
pace (an 8.4 per cent increase over 1969), which means a further rise in
Latin Arerica's investment coefficient, This coefficient ~ the ratio of
gross fixed investment to the total domestic product — reaches its
nadir for the decade (14.8 per cent) in 1965. From then on, it rose
year after year to 18.4 per cent in 1967 and 19.5 per cent in 1970,

The increase may seem insignificant, but this is not so because
a fairly large and virtually constant part of it is agcounted for by
capital depreciation,?

g/ See Economic Survey of Latin America, 1968 (United Nations
publication, Sales No.: E.70.11eGel), pages 116-117.

/Table 3
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Table 3
LATIN AMFRICA: GROSS DCMESTIC PRODUCT AT FACT(R CO0ST, BY SECT(R COF ECONGMIC ACTIVITY
{4verege annual growth rate)

1965~1968 1969 1970 a/
Agriculture 1.7 kR 4,9
Mining 4,3 3.7 4.6
Manufacturing 6l 7.7 8,0
Construction 9.2 8.6 10,6
Basic services 6,2 8.3 9¢3
Other services 542 6.8 6,14

Source: ECLA, on the basis of official statistics,

a/ Preliminary figures,

/Pursuing the
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Pursuing the previous years! trends, the external sector showed
an increasing deficit on current account and a balance-of-payments
surplus before compensation. The value of exports of goods and services,
in dollars at current prices, rose by 9.3 per cent, mainly as a result
of higher prices, Concurrently, imports of goods and services continued
to rise for the third consecutive year (by 11 per cent in 1968, 10 per cent
in 1969 and 12 per cent in 1970)e For the first time there was a trade
deficit, but the larger inflow of non-~compensatory capital covered the
deficit of 2,800 million dollars on current account and resulted in a
bal ance—-of-payments surplus of 1,140 million dollars, Short and
medium-term capital has accounted for an increasing share of the larger
net inflow of cgpital in the last three ydars, which has intensified
the pressure on the balance of paymentso

Looking et the picture from another angle, that of prices, the
deceleration in the rise of domestic prices which occurred in most of
the Latin American countries in 1969 did not continue to 1970. In
1969 the declining price trends brought the number of countries with
less than a 3 per cent increase in domestic prices to fourteen., This
number dropped to eight in 1970, since the rate of inflation in the
other three fluctuated between 3 and 5 per cent, (See table Le) 1In
1969 prices rose less than the year before in eleven countries, but in
five of these the rate quickened again in 1970. Argentina was one of
these; after slowing déwn in 1969 inflation gained new impetus, especially
in the last few months of 1970; thus, the index rose by 21.7 per cent
from December 1969 to December 1970, Prices also rose steeply in
Mexico and Bolivia, In the other six countries where the rate of
inflation dropped in 1969, it declined further in 1970; this was
significant in countries like Uruguay and Brazil because of the galloping
inflation they had been suffering from. The price index fell in absoclute
terms in Haiti and Paraguasy. The pace of the price rise quickened again

in Chile and, though not so sharply, in four other countries as well.

/Table 4
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Table 4
LATIN AMERICA: VARIATIONS IN CONSUMER FRICE INDEXES
(4mnusl percermtage grovth rates)s/
Country , 196065 196568 1969 19704/
Argentina 2342 2547 747 12.8
Bolivia 5ol 7.8 2.3 k.1
Brazil 60,0 3341 253 .l{. 19.3
Colombia 124 12.1 1061 74
Costa Rioa 2.4 © 1.8 247 4.6
Chile 2740 2246 30.6 3245
Eouador 3.8 % 6e3 4.3
El Salvedor 0u2 049 ~Osl 3.4
Guatemale Oult 1,0 242 248
Guyana YT 2.7 1.3 3.2
Haitg 34 2.1 1.3 =048
Hondures 2.8 242 247 - 266
Jamaioe, 249 346 6¢3 9e9
Mexioo 1.8 2 Zal Selt
Nloearagua 1.6 247 Ge3 ses
Panama 1,0 1.1 1‘8 301
Paraguay De3 1.6 260 wle5
Pery 9e4 1249 5e5 540
Dominisan Republis 341 0e5 (W) 0o
Trinidad and Tobago 242 48 245 2.5
Uruguay 2947 a3 209 17.6
Venezuele - 1.0 24t 1.8

Sourses: DMF, International Finanoial Statisties; and United Nations, Monthly
Bulletin of Statistics,

2/ Veriations between annuel averagese 4

1_:/ Most of the figures were estimated on the basis of incomplete data compared with
the figures for the same period in the previous yeare For Argentina, Coste Rica,
Guyana, Jamaica, Paregusy, Peru, Dominisan Republis, Trinidad and Tobago and
Venezuela the data covered 1l menths; for Colombia, Ecuador, Guatemela, Honduras
and Mexioco, 10 months; and for Bolivia, Brazil, El Salvador, Haiti, Panama and
Uruguay, 9 monthse In the case of Chile, nfficisl data were obtained direotly
for vhole year.

/2. Outstandin
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2. Outstending features of the main sectors of production

The brief review given below is intended only to indicate some
general features of the development of certain sectors of production, which
are analysed in more detail in the individual country studies,

.The growth rate of manufacturing (8 per cent) was slightly higher
than in 1969, mainly as a result of changes in some of the larger countries
(Brazil and Mexico) and in some of medium size, such as Colombia and Peru.
High rates were also recorded in Bolivia, the Dominican Republic, Nicaragua,
Pansma and Costa Rica, in decreasing order of importance (see table 5), The
share of manufacturing in the total product increased from 21,8 per cent
in 1960 to 24,3 per cent in 1970,

In recent years, the different branches of production have grown at
varying rates, with a slight increase in capital goods and, to a smaller
extent, intermediate goods, while production of non-durable consumer goods
appears to have declined, In 1970, in particular, the metal-transforming
and chemical industries in Argentina, Brazil and Mexico showed a rapid
growth rate, and in the latter two countries there was 2 sharp upswing in
output of machinery and transport equipment, Viewing events from another
angle, there were some institutional changes, such as the Peruvian law on
industry, the Brazilian national integration programme, and the ceiling
placed on the proportion of foreign capital investment in epterprises in
Mexico, The Peruvian law is analysed in the chapter dealing with that
country, The Brazilian integration programme is concerned basically with
encouraging the incorporation in the national economy of the Northeast and
Amazon regions, by means of incentives for setting up new incustries in
those areas; and in Mexico, foreign capital is limited to a 49 per cent
share in six basic branches of industry (steel, cement, glass, fertilizers,
pulp and aluminium),

Agriculture showed an upturn of 4.9 per cent, compared with 3.4 per cent
in 1969 and 1.7 per cent during the period 1965-1968. In the individual
countries, there were outstanding increases of 5 per cent or more a year in
Costa Rica, Peru, Brazil, El Salvador, the Dominican Revublic, Bolivia and
Venezuela, Generally speaking, it was a good year for agriculture since,
in addition to the above, production fell off slightly in only one country,
and the domestic per capita supply of agricultural products decline only
in Nicaragua and Honduras. /Table 5



Table §

E/CN.12/868

Page 9

LATIN AERICA: TRENDS OF THE MAIN SECTCRS OF ECONMMIC ACTIVITY, 1970

(Percentege variation compared with 1969)

Basio Other
Courttry Agriculture  Mining M:"w"ﬁ:‘ Construction  serve serv-

1ces &/ ices i
Argentina 1.6 10,0 6,0 13,9 6,2 3.0
Bolivia 5.0 7.6 13,5 <1, 0 3.1 Y2
Brazil 7,0 - 10,2 14,9 13,7 8.7
Colombia 4,5 3,2 10,7 4,2 10,0 8,0
Coste Rica 8.0 s 8.4 8,8 9.6 6,2
Cubs, - - - - - -
Chile 6.0 0.4 0,8 545 246 3.0
Ecuador N ces 1.6 748 ore von
El Salvador 7.0 7.1 2,1 €.0 347 3.6
Guatemala 3.8 33.3 8,0 3,8 4.3 5.1
Haitl 4,0 6.0 oee
Honduras 2,2 5.2 52 745 5.3 4,5
Mexico 3.8 7.3 8.5 10,0 10,8 6.7
Nicaragua -0,5 - 11,6 15,1 5.0 4o
Panama, 3.1 9.5 8.7 12,8 8.5 10,5
Pareguay k.3 8.0 540 11.5 L1 6e2
Peru 7l 3.8 10,5 13.9 6.2 509
Dominicen Republic 6.3 2,8 13,0 1.9 8.9 b,2
Uruguay 3.0 s/ 5.2 4,0 ees soe
Venezuela 5.0 4,1 745 JURY 6.9 5.2
Latin America 4,9 4,6 8,0 10,6 93 6.5

Source: ECLA, on the basis of official statistics,

5/ Eloctricity, gas and water, and transport and sommmnisations,
_tz/ Conmer~a end finanse, owne=»ship of dwellings, public administration and defence, and other services,

o/ Mining included in manufssiuring,

/There are
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There are sharp differences, not only between the production of the
different staple commodities of the sector but also as regards the performance
of the same crop in different countries, A rapid review shows an increase
in wheat production in Argentina, Brazil and Paraguay, while harvests were
down on 1969 in Colombia, Peru and Urugusy; on the other hand, the maize
harvest was larger in nearly all the countries, Coffee output grew in
Colombia, Costa Rica, El Salvador, Honduras, Nicaragua, Panamas and Peru
and declined in Brazil, Haiti and Mexico, Cotton output climbed in Brazil
and Haiti, but fell from the 1969 level in Colombia, Mexico, Nicaragua and
Paraguay. The sugar crop was better than in the previous year in all the
countries except Mexico, Production of cocoa expznded in Colombia and
the Dominican Republic and fell off in Brazil., Cattle production appears
to have declined only in Argentina.

Production of crude petroleum grew by around L per cent in 1970,
a significant improvement over the rate of 0,6 per cent recorded in 1969;
leaving aside Venezuels, the increase was around 6 per cent, As this rate
was less than the total world increase of 9.7 per cent, latin America continued
to lose ground, its share of world output falling from 18 per cent in 1960
to 12 per cent in 1970, Two of the biggest increases were recorded in
Argentina and Colombia, The growth rate in Mexico and Brazil continues to
be moderate but stable, In the case of Mexico, the development of new
offshore oil fields on Tuxpan is worthy of note, In Venezuela, where
output is largely dictated by conditions on the international market, there
was an incresse of around 3 per cent, following a cecrease of 0,6 per cent
in 1969, 1In contrast, production levelled off or declined, for different
reasons, in Bolivia, Chile, Peru, and Trinidad and Tobago, The nationalization
of the Bolivian Gulf 0il Company in October 1969 produced an immediate fall
in that country's output, but it recovered in the last months of 1970, In.
Chile, the National Petroleum Enterprise (ENAP) was hit by labour problems,
In Peru, production remained at the previous year's level, since the
increase in production from the continental shelf did no more than offset
the decline in that of the main oilfields, Although production in Ecuador
has fallen off since 1966, the exploitation of the important Napo deposits
in the near future will open up new prospects not only for petroleum production

/but for
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but for national development. As to prospecting, the intensive search for
0il in Ecuador in 1970 bore fruit in the discovery of the Auca oilfield
near the river Tiputini, and of natural gas in the Gulf of Guayaquil.

An apparently rich deposit of crude oil was discovered on the coast at
Sergipe in Brazil., lastly, a new offshore deposit was discovered in Musopa,
to the north of Tuxpan, Mexico.

Basic services output grew by 9,4 per cent in 1970, for which the
production of electric energy was largely responsible, In 1970, generating
plants with a total capacity of around 3,300 MV were put into operation,
chiefly by the public utilities, and total installed capacity ~ that is,
public supply plus self-supply - was over 40,000 MA at the end of the year,
The increase can be broken down as follows: 1,700 M{ hydroelectriec
plants and 1,600 M{ from thermal plants, bringing their respective totals
to 19,100 and 20,900 W, Public electricity supply, with an installed
capacity of 33,000 Mi, accounts for 82 per cent of total generating capacity,
and generally speaking it has achieved an acceptable level of operation,
with no electricity cuts, no changes in voltage, etc., although at present
about half the population is being supplied, An important feature of
development is the process of concentration and integration, both in
individual enterprises and in electricity systems as a whole, so that the
bulk of the electric energy is generated by no more than three or four
enterprises in each country.

Two ma jor hydroelectric projects are currently under construction: at
Choeédn in Argentina and Mantaro in Peru, Moreover, Argentina, Brazil and
Mexico will have nuclear energy plants in the near future, The first
plant of this type is under construction in Argentina at Atucha (Province
of Buenos Aires); it will have a capacity of 319 MW and is expected to
begin operating in 1972, In Brazil, tenders have been called for the
construction of a plant with a2 capacity of 500 MW at Angra dos Reis (close
to the highway between Rio de Janeiro and Santos) which is scheduled to
go into operation in 1976, Studies are being made in Mexico with a view

to the construction of a plant with a capacity of 600 Md,

/Total generation
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Total generation of electric energy in 1970 is estimated at 149,000 GWh,
or 9 per cent above the 1969 level, which means an amnual per capita output
of 558 Kilh, Public-service supply accounted for 82 per cent of this total
(in 1960 the figure was 79.1 per cent). The breakdoﬁn of consumption is
as follows: industrial, 30 per cent, non-industrial, 50 per cent, the
remaining 20 per cent being distributed between the plants themselves,
unrecorded consumption, losses in transmission and, in particular, losses
in distribution, Self supply electricity is consumed chiefly by industry

and mining,
II, THE EXTERNAL SECTOR

1. Some recent developments in the world economy

In 1970, the growth rate of the world economy slackened off, halting
the favourable trends recorded in 1968 and 1969 and throughout the 1960s,
with the exception of 1967, The decline was attributable to the developed
countries, except for Japan, whose growth rates slowed down in differing
degrees, The countries of North America, the Buropean Economic Community (EEC)
and the European Free Trade Association (EFTA) followed réughly similar
trends. In the United States and the United Kingdom, however, the decline
was comparatively more pronounced: the real gross domestic product of the
United States remsined unchanged and that of the United Kingdom is estimated
to have grown by 2 per cent,

World industry, which is estimated to have grown at an annual rate
of over 7,5 per cent in 1968 and 1969, grew by less than 5 per cent during
the first half of 1970, compared with 1969, But unlike what happened in
1969, when developed market-economy countries provided the impetus for
growth, in 1970 these countries were responsible for the slackening of
growth, recording an increase of less than 3 per cent, as opposed to

7.3 per cent in 1969, Contributory factors were the 2.7 drop in industrial

3/ United Nations, Monthly Bulletin of Statistics, February 1971,

/production in
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production in the United States and the slow rate of growth (1.2 per cent)

of industry in the United Kingdom, The industrial product of the EFTA
countries grew by 2,7 per cent (5 per cent in 1969), owing to the decline

in Sweden'!s output and the slow growth of output in the United Kingdom.

The industrial product of the EEC countries grew by 6.3 per cent, less than
the 12,2 per cent recorded in 1969 but still above the world average, Japan's
industrial product grew by 18 per cent in 1970.£/

Nevertheless, the trade of the industrialized countries expanded by
approximately 14 per cent in 1970, i.e., at roughly the same pace as in
1969, The growth rate of United States exports rose from 9.7 per cent
in 1969 to 13,7 per cent in 1970, and that of Canada's exports from
9.4 to 20,6 per cent, High rates of export growth were also maintained
by Japan (20.6 per cent), EEC (17.2 per cent) and EFTA (12,5 per cent).

It should be noted that inflation in these ccuntries and areas has continued

to have affected unit export pricese. In 1970, the rise in unit prices accounted
for one~third of the increase in the value of exports, compared with

25 per cent in 1969, Hence, from the standpoint of the Latin American
countries, the rise in the unit value of their imports cancelled out

any benefit from the rise in export prices,

In 1970, the trade of the industrialized countries expanded more
rapidly than that of the developing countries, the figures being 16 and
9 per cent respectively, Thus, the share of the developing regions in
world trade continued its downward trend, and even dropped more rapidly
than in 1969, when the developing countries! exports grew by 13 per cent,
Merchandise exports from lLatin America (excluding Cuba) grew by 9.5 per cent,
which does not compare favourably with the 11 per cent increment recorded
in 1969, )

Between the end of 1969 and the end of 1970, the international reserves
of the fourteen msjor developed countries (Austria, Belgium, Canada, Denmark

France, Italy, Japan, the Netherlands, Norway, Sweden, Switzerland, the

L/ The figures for 1969 and 1970 are based on data for the period
Jenuary-3eptember,

/United States
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United States and United Kingdom and the Federal Republic of Germany) rose
from 54,500 to 65,300 million dollars,é/ having fallen from 55,600 to
54,500 million between 1968 and 1969, However, it is estimated that the
total international reserves of the market-economy countries grew from
77,000 to some 90,000 million dollars between 1969 and 1970, while they
had remained unchanged between 1968 and 1969, Slightly more than

3,000 million of the increase in 1970 corresponded to IMF special drawing
rights; 1,000 million to the position with the IMF; and approximately
9,000 million to foreign exchange reserves; the trends of gold bullion
remained virtually unchanged,

It can thus be seen that the growth of world trade in 1970 was
accompanied by a considerable incresse in international reserves without
there being, as in earlier years, significant disruptions in the operation
of the international monetsry system.

The performance of the United States economy in 1970, particularly
as regards its gross domestic product and industrial product, was mainly
attributable to the introduction of counter-inflationary measures and the

cutback in Government defense spending.z The recessive trends thus

generated led to a substantial rise in unemployment from an average of
3.5 per ¢ent in 1969 to 5.5 per cent in November 1970, It did not prove
possible, moreover, to hold down domestic prices, and the consumer price
index rose by 6 per cent in 1970, roughly as much as in 1969,

Imports by the United States grew more slowly than its exports (11 and
16 per cent, respectively), with the result that the surplus trade balance
rose from 600 million dollars for the first three quarters of 1969 to
2,880 million for the same period in 1970, This is what was mainly
responsible for the decrease in its balance-of-payments deficit from
7,400 million dollars in the first three guarters of 1969 to 3,300 million
in the same period in 1970,

Q/ Includes 2,4 million units of special drawing rights,

&/ See International Monetary Fund, International Financial Statistics,

7/ See, for example, President Nixon's comments in his Message on the
State of the Nation, delivered on 22 January 1971,

/Under the
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Uncer the stress of increasing competition from Japanese and European
goods on its own market, together with the rise in unemployment and
prevailing prices, the United States Government came under increasing pressure
from the protectionist lobbies, and a bill was presented to Congress which,
if passed, would extend the quotas anc restrictions on the imports of
various products of particular interest to the developing countries,
such as petroleum, clothing and footwear,

Among the EEC countries, Italy recorded the lowest growth rate for
exports (9 per cent), while the average growth rate for imports was
18 pér cent, France being at the bottom of the scale with 9 per cent, Over
the first three quarters of 1970, trade by the EEC countries was in balance,
while the over-all EEC balance of payments showed a surplus of some
6,200 million dollars (compared with a deficit of 300 million over the same
period in 1969). The surplus was mainly attributable to a substantial
inflow of capital, chiefly from the United States.

2. IExport prices and the terms of trade:
trends in latin America

For the third year in succession the level of prices for latin America's
main export products improved in 1970, According to provisional ECIA
estimates, the index which covers twenty-one export products (based on
1963 = 100) reached a level of 111.7, i.e., 5 per cent higher than in the
previous year (see table 6), If petroleum and petroleum products are
excluded, the price incresse is even more pronounced than the figures for
1970 and 1969 being 12, and 114 respectively, that is, a difference of
10 per cent,

/Table 6
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Table 6
LATIN AMERICA; PRICE INBEX FOR MAJOR EXPORTS s/
‘1%3 = 100)
Parcentage
Weight variation
- 1968 1969 1970 b —

ing o4 1%9 1g70
I, Food, boverages and tobacce i 61 904k 99s5 17,4 1041 1840
A, Tropioal zons 35436 8948 9945 118.8 10,8 19,4
Sugar (Open market) 6461 21,9 1 W4 6561 741
Sugar (United States) 3486 9243 %57 98,7 3¢7 36l
Barenas 2,88 8846 8749 102,14 0.8 1645
Covoa 153 12b,2 16h,2 124,2 3242 ~24el
Coffee (Santes NO, 4) 9,80 10947 119.6 158,7 90 32,7
Coffee (Manimles) 9483 1076 113,6 14049 5eb 2440
Be Zona_templads 6925 Ble/ %298/ 1034  3aZ 42
Beef 2¢77 see ese ees oo sre
Meize 1,70 93e7 100,0 11,8 647 11,8
Wheat 1,78 98,4 984 9543 0,0 ~3e2
11, Agrioulturel raw meterials 12,14 Va2 92 100,2 050 343
Cotton (Metamorcs) 3489 10641 %49 1014 =847 L6
Cotton (S%o Paulo) 134 10243 8843 10048 ~13a7 12
Cattle hides 1,02 12944 17,6 15,2 1,1 ~16
Fish meal 1,10 11049 133.0 147,1 1949 10,6
Wool (Mortevideo) 1.25 7241 443 6345 3a1 14,5
Wool (Busnos Aires) 2406 5447 5940 59«3 799 05
111, Metals 12,51 47,9 17440 1721 17.6 =14l
Copper 6459 1827 22645 21945 24,0 w3l
Tin 0,61 124.6 136,7 W6 947 548
Iron ore 384 9749 977 100,1 =042 245
Lead 0,88 13747 165,8 170.7 204k 340
2ine 0459 12k,1 13542 13746 849 1.8
IV, Petroleum and petroleum products 3374 91,8 89a4 8740 =26 =247

Total, exeluding petroleum and ,
pstroleun products 66,26 103,2 11349 125,0 10,4 947
Total, 20 products a/ 100,00 992 106,1 1117 Ze2 Fal

Source: ECLA, on the basis of United Nations, Momthly Bulletin of Statisties.

&/ Less impertant products eerrying little weight in the index (tobaceo, linseed oil, Pime sotton N°, 1 and
quebrache extract) are excluded.

b/ Insomplete data and partial estimates,
o/ Exsluding meat,

/Tropical products
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Tropical products - especially coffee, which accounts for a large
share of exports (20 per cent) ~ were mainly responsible for pushing up
the export price index, Prices for Brazilian coffee and Colombian coffee
rose by 53 per cent and 24 per cent respectively, a come-back after the
drop in coffee production in 1969/70 and 1970/71, a drop of approximately
14 per cent in the latter year mainly owing to the bad harvest in Brazil,
Considering the difference, at the world level, between the exportable
surplus from this year's crop and estimated demand - half a million tons -
a further decrease in the large stocks accumulated in previous years is
to be expected. As to other tropical products the upward trend in sugar
prices recorded in 1969 continued, both on the open market and on the
United States market, and benana prices also rose, Sugar prices seem
likely to continue their upward trend in 1971 since world market prices
remained steady even when, towards the end of 1970, the quotas under
the International Sugar Agreement were increased, because it was considered
unlikely that Cuba's production would match the 8,5 million tons achieved
in 1969/70, Cocoa prices dropped sharply as a result of surplus production
in 1969/70, and a further surplus is expected in 1970/71,

Maize prices improved again in 1970, while wheat prices slipped slightly,
However, at the end of 1970 wheat prices seemed to be rising, as a result
of smaller harvests in some countries and larger sales to socialist countries,

Among agricultural rew materisls there was a notable recovery in
cotton prices and a fall in Liontevideo wool prices, though not in
Buenos Aires, The price of cattle hides fell slightly in 1970, while
that of fish meal continued to rise,

The outstanding feature in metals was the drop in copper prices,
after a five-year upward trend, This is mainly cdue to a slowing down of
the growth of menufacturing production, particularly in the United States,
World demand for copper was also affected by such circumstances as the
protracted General Motors strike in the United States, the reduction of
Japanese copper imports and the United States decision to discontinue
its purchases for defense reserves (which account for 13 per cent of the
United States annual copper production}). Although copper prices fell on

/an average
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an average only 3 per cent compared with 1969 over the whole of 1970
they dropped steadily from lMarch to December, in which month they were
LO per cent below what they had been in December 1969, The prices of
Iatin America's other metal exports showed a slight rise on average,
although lead and zinc prices fell during the second half of 1970.

Finally, the prices of petroleum and petroleum products continued
to fall during 1970 at the same rate as in 1969,

As was to be expected, the increase in the prices of latin America's
main exports in 1969 and 1970 was reflected in the unit value index
of the regionls exportse This index with the (base 1963 = 100) rose
from 105 in 1968 to 109 in 1969 and 115 in 1970, topping in the last
two years the levels reached throughout the period from 1960 to 1968
(see table 7).

This rise in the unit value of exports .occurred in most of the
Latin American countries, to a greater or lesser degree in each country;
depending on its main export products, For instance, the increasse in 1§7O i
was particularly marked in the countries exporting coffee (Brazil, Colombia,
Costa Rica, El Salvador and Guatemala), tin (Bolivia) and cotton (Nicaragua).
The increase registered in Peru was mainly due to rises in the prices of
fish meal and cotton which offset the fall in copper prices,

The increase in the unit value of exports in 1969 and 1970
counterbalanced the rise in the unit value of imports during the same
period and this brought about an improvement in latin America's terms of

trade, which rose from 99 to 100 between 1968 and 1969, and to 102 in 1970
(see table 2),

/Table 7
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Last years Survey &/ included a special study on the terms of trade
in Latin America, with particular reference to trends in the 1950s and
1960s. An analysis covering developments in 1970 only will show that
the eight countries (Bolivia, Brazil, Colombia, Costa Rica, El Salvador,
Guatemala, Nicaragua and Peru) with the largest increases in the unit
value of their exports are precisely those which recorded the most notable
improvements in the terms of tradee The improvement was only moderate in
Honduras, Mexico and Uruguay.

Of the six countries whose terms of trade deteriorated (Argentina,
Chile, Ecuador, Panama, the Dominican Republic and Venezuela), Chile
stands out with a tremendous downslide, followed by Panama, where it was
not so serious,

It should be added that Venezuela!s terms of trade in 1970 were by
far the most unfavourable in the region. The figure was 28 per cent
lower than in 1963, which is explained by the sharply divergent trends
in the unit prices of its exports and its imports; the former dropped
by 11 per cent and the latter rose by 24 per cent = the most catastrophic
gap in the whole of Latin America.

3« Latin Americatls balance of payments
before compensation

Latin America's balance-of-payments surplus in 1970 was sone
1,140 million dollars, including the 314 million units of special
drawing rights granted by the IIF to the countries listed in table 8.
Therefore, if the special drawing rights are excluded, the surplus is
only 827 million, which is much the same as in 19694

8/ United Nations, Economic Survey of Latin America, 1969 (United
Nations publication, Sales N®: Ee7lell.Gale ~ in the press)s.

/Table 8
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IATIN AMERICA: BALANCE.OF-PAYMENTS POSITION BEFORE COMPENSATION, 19581970

(M11lions of dollars)

Sum of Sum of Exocluding Including
the the speoial special
Courrtry period  peried 1968 19%69  drawing  draving
1958~ 1963 rights rights
1962 1970 15708/ 19708/
Argentina =36l,5 76842 150,0 7840 5542 14,0
Bolivia dte9 2949 0e2 Oult “all,5 oWl
Bre.zil ~850,0 1 k93,2 42,0 67,0 57642 63540
Colombia =173 13845 5340 5040 13,5 31*'5
Chile ~234,0 393.2 119.0 183.0 102.2 123.2
Eouador 348 1,2 =11.3 3e7 ~1,5 2.7
Maxico ~5647 29146 7140 23,0 25.6 71,0
Paraguey =246 15.4 «049 -1k 5.9 R
Peru 77.4 =198 ~7040 «33,0 5746 71.9
Urugway ~109.0 ~39.4 3540 16,0 ~34,5 ~25.3
Venezusle ~1 102,3 61345 50,0 11.0 45,5 87.5
Haiti ~0.7 =343 0.9 1,1 1,1 346
Parama - b4 2,4 ~H,6 0.6 5.3
Dominican Republio ~38.8 ~3047 4.3 12,0 12,2 6.8
Costa Rica -17o5 3'6 8.0 21;1‘ -19.7 -15.5
El Salvador «21.9 1,2 0e9 1943 15.7 19,9
Gwatemala ~3%3 334 042 11.h 124 16.6
Honduras ool 045 6.1 ~3.4 «1943 =16,1
Nicaraga ~142 2.5 1.7 =547 740 10,2
Total -2 7839 3.555.8 45743 834,68 826.8 1 140.5
Compensatory finanoing (a+b+c+d) 2 78349 =3 55548  <U5743  ~834.6 826,88 -1 150,5
(&) Net balance~of~payments loans, trade
arrears, deferred import paymemts, swaps
end other liabilities of the monetary
authorities 1 U437 =36345 ~80¢3  =251.7 16741 119,0
(b) Net transactions with the Internatiocrel
Monetary Fund 20043  ~6U48,9 ~£3.6 =17t 325,11  =325.1
(1) standuby eredit 36349  ~210,0 6247 ~1845  =147.6  <147.,6
(11) Compensatory credit - 64,2 6.7 9.1 ~3347 =337
(111) Other transactions «16846 w5034l  «133.0 «8a0 14348 <1438
(c) Special drawing rights - - - - - ~265.6
(d) Movement of zold and official forelgn
exchengs (increasze =) 11399 =2 5434 <3134  -565.5  ~668,8  ~668.8

Source: IMF, Balanoce of Payments Yearbook, vols. 15, 20, 21 and 22,

e-/ ECLA extimates,

/Under this
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Under this arrangeiient, established in 1970 to make the international
monetary system nore flexible, 3,414 million units of special drawing
rights were issued, of which 75 per cent went to the developed countries
and 25 per cent to the developing regions; Latin America received 9.2 per
cent of the totale At the end of 1970 the central banks of the Latin
American countries had 2566 million SDR units at their disposal; 43 million
net units were used made up of 61 million in drawings on twelve countries
and 13 million in acceptances froit five otherse.

Mcst of the balance-~of-payments surplus in 1970, as in previous years,
went to increase the gold and foreign exchange reserves and to improve
the net position with the IMF. However, after five years of net
reductions in foreign liabilities by the group of central banks as a
whole, 1970 saw an increase in these liabilitiese

The country with the biggest increase in its international reserves
in 1969 and 1970 was Brazils In 19¢9 Brazil was responcible for two
thirds of the surplus recorded by a total of twelve countries (980 million
dollars) and in 1970 for 60 per cent of that registered by thirteen
countries (920 million, excludirg special drawing rights); this meant
that its gross international reserves rose to 1,200 million dollars,
which is more than Venezuelats. The improvements in the position of the
monetary authorities indicated by the balance-of-payments surplus
covers a whole range of situations., It was considerable in Chile, for
the third year in succession, and in Peru, for the first time after
five successive years in the red; Argentina, El Salvador, and Nicaragua,
nade a partial recovery compared with the previous year; Venezuele,
tigxdico and Colombia recorded an improvement for the fourth year in
succession, and Paraguay showed an improvement after three years of
steady deterioration. In 1969 there was a deficit or a drain on
international reserves in seven countries, totalling some 145 riillion
dollars; in 1970 the total was 92 million (shared by six countries)
but the deterioration was greatest in Uruguay, Honduras, Costa Rica and
the Dominican Republice

/In the
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In the period fro 1983 to 1970 the combined totals of the bhal-nce—
of-prmients surnluses before corpensation of the latin :uierican countries
amounted to 3,555 million dollars and, torether with the surnluses for
1989, for the [irst tine exceeded tle outflow of international reserves
between 1956 and 1962 (2,784 willion) coused by the decline in the prices
of Latin auerical's raw waterials ecxports., Between 1963 and 1970 sross
zold and foreign exchinge reserves were replenisihed or greatly strengthened,
increasing by 2,540 wmillion doll-rs, coupared with a 1,140 aillion drop
vetween 195C ana 1962; the IMF position improved considerably, especially
he gold tranche position, and in the central banks, paid off 360 million
out of 2 total of 1,440 niillion dollors of foreign liabilities leaving
1,000 1illion still owing at the end of 197C.

In the period from 1953 to 1970 there iere balance-of-payients
surnluses Lotalling 3,835 uillion dollars in thirteen countries and e combined
deficit of 279 nillion in the reazining six countries. Siz countries
accounted for 96 per cent of the surplus: Brezil (39 ver cent), .irzentina
(20 per cent), Venezuela (15 ver cent), Chile (10 per cent), lMexdico
(7.6 per cent) and Colosia (346 ner cent)e It is interesting to note
that, out of the thirteen countries with a balance-nf-paynents surplus,
ondy .wrsentina and Venesuvela had a favourable baloance on current account
for the weriod under review. This means that all the other eleven
countries increased their reserves by increasingzg their net external
indebtednesss. Obviously, such heavy indebtedness and the terms on
which the locns were contracted, particularly the repayment periods
and interest rates, :1ay have an odverse effect on the future balance-—
of=poiients position of the countries which hove edopted this method

of increasing their intsrnctional reserves.

/he The
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L. The current account en the balance of payments

(a) Merchandise trade

According to provisional estimates, exports of goeds from Latin
America, excluding Cuba, totalled 13,700 millien dollars in 1970, that
is, 9.5 per cent higher than in 1969, when an iﬁcrease of 11 per cent
was registered, These two growth rates are the highest recorded since
1951 (see table §). The f,o.b, value of imports was some 12,740 million
dellars, i.e., 12.5 per cent higher than in 1969, which means that there
has been a high annual growth rate for three years in succession. As
imports increased more than exports, the surplus on merchandise account
was further reduced in 1970 to some 960 million dollars, which is
aliwost as lew as in 1958-1962 during which pericd export prices dropped
sharply.

The substantial increase in the exports ¢f Brazil, Chile, and
Argentina in 1969, together with their more moderate growth in Mexico,
Bolivia, Uruguay, the Dominican Republic, Guatemala, Panama, Costa Rica,
Colombia and Paraguay, determined an 11 per cent growth rate despite the
decline in the expcrts of Ecuador, Venezuela, El Salvador, Honduras and
Nicaragua. In 1970 exports of all the countries grew, but the most
significant increases were in the relatively less important countries,
such as Costa Rica, Ecuador, Peru, Paraguay and Colombia, and were
more moderate in Brazil, the Dominican Republic, Nicaragua, Uruguay,
Argentina, El Salvador and Bolivia which recorded increases that were
about the same as the average for the region. The higher prices fer
coffee, bananas, meat, fish meal and certain ores and minerals accounted
for most ¢f the growth in exports, In Mexico, Panama and Haiti shortages
in production for the domestic market constricted expérts, and in Chile
and Venezuela the fall in copper and petroleum prices was an obstacle

to increased sales,

/Table 9
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Trends in the prices of exports of raw materials were not the same
in 1970 as in 1969. In 1969 less than one third of the increase in the
value of exports was attributable to the rise in unit price whereas the
proportion was almost two thirds in 1970, particularly in the cases of
coffee, bananas and meat.

A nountry-by-country analysis of imports shows that Paraguay was
the only country whose imports dropped in 1970, and that the other countries
increased theirs; the largest increases were recorded for the Dominican
Republic, Costa Rica. Colombia, and to a lesser extent for Uruguay,
Mexico, Panama, Brazil and Honduras, The growth of Latin America's
imports over the last three years has been due to the increase in the
foreign purchases of Brazil, Colombia, Mexico, the Dominican Republic
and Costa Rica, and in 1969 and 1970, those of Argentina, Chile,
Uruguay and Panama.

Ever since 1966 the surplus »n the gosds account, which partially
offsets net expenditure on the services account, has been steadily
contracting. The average for the period from 1966 to 1970 shows that
eight countries recorded a deficit on their gesds transactions (Mexice,
Panama, Costa Rica, the Dominican Republic, Paraguay, Nicaragua, Hesiti
and Colombia); the first three and Haiti recorded increasingly large
unfavourable balances, but the other countries were only temporarily in
the red, Mexic> and Panama partly counter-balanced their deficits with
net inflew from travel and the foreign earnings of residents, Furthermore,
eleven ceuntries showed a surplus sn their merchandise trade; Venezuela
had the largest surplus, although it is tending to shrink.

In 1970, the number of countries with merchandise trade surpluses
fell to ten, and again the increase in Mexieo's deficit was the major
factor in reducing the total surplus, with the deficits in Panama,

Costa Rica, the Dominican Republic, Colombia and Henduras contributing
to a lesser extent., Among the countries showing surpluses, Peru, Brazil
and Argentina and to a lesser extent El Salvadsr, Nicaragua and Belivia,

improved their positions but this was for the most part offset by the decline

/in the
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in the surpluses of Venezuela, Chile, Urvguay, Guatemla and Honduras,
Developments in 1970 serve to confirm the downward trend of the surplus
on merchandise account, evident since 1966, which causes regidities and
strains on the balance of payments,
(b) Trade in services and invisibles

In the current account of the balance of payments of the developing

countries, the invisibles account represents an outflow or a net import,
And the outflow is proportionally greater if the merchandise trade
surplus represents a declining proportion of the net cost of invisibles
or if there is a deficit on merchandise trade,

This is what is happening in Latin America. Table 10 shows that
in 1958-1962 the drop in export prices brought a substantial reduction
in the surplus on merchandise account, which financed only 45 per cent
of the net cost of invisibles, This proportion rose to 80 per cent
during 1963-1965, which was a period of recovery, but from 1966 onwards
it steadily shrank to barely 25 per cent in 1970, raising the deficit on
current account to some 2 ,800 million dollarse.

This very small proportion is attributable not only to the steady
contraction of the merchandise trade surplus but alsc to the rapid
growth of payments in respect of invisibles, which in 1970 were virtually
double the average for 1958-1962, owing to outflows in respect of net
external investment income and net payments for miscellaneous services
—~ which more than doubled over the period - and to the somewhat slower
rise in freight, insurance and other transport costs. Under the head
of tourism, however, the surplus increased, tourism being the only item
in Latin America's services account,that is a net inflow. Seven
countries ren surpluses (Mexico accounting for 85 per cent, Panama for
10 per cent, and Uruguay, Paraguay, Costa Rica, Haiti and Peru for the
rest), although in 1970 the surplus on tourism fell by 15 per cent as a
result of an upswing in expenditure under this head in Brazil, Chile and

Mexicon

/Table 10
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/The ratio
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The ratio of freight, insurance and other transport costs to imports
fell from 9.3 to 8.3 between 1958 and 1970, In order to lower this
figure substantially, in the future it will be necessary to increase the
amount of freight carried by regional shipping, but unfortunately the
shipping conferences and the fact that merchant marines are controlled
by the powerful countries make progress in this raspect difficult,
added to which not much has been done in the region to develop the
ship-building industry, except to scme extent in Brazil.

() The current account balance in the balance of payments

As noted above, in 1970 Latin America's balance of payments on
current account closed with a deficit of some 2,800 million dollars,

470 million dollars higher than in 1969 and continuing the downward
trend that began in 1966, 1In 1968 and 1969, Argentina and Venezuelals

current account balances moved from surplus into a sizable deficit, with
the result that the region's total current account deficit in these

years was more than 2,300 million dollars, As is shown in table 11,

the sharp increase in Mexicol!s deficit was the main factor in the rise

in the current account deficit 6f the region as a whole, but other
contributory factors were the deterioration in the positions of Venezuela,
Colombia, the Dominican Republic, Brazil, Chile, Panama, Costa Rica,
Honduras and Uruguay. The over-all deficit was partly offset by the
surplus recorded for Peru and the contraction of the current account
deficit of the remaining countries,

Although 1966-1970 can be considered a period of recovery as
regards export prices in Latin America, the current account deficit was
virtually double the average for 1958-1962, when a steady decline in
commodity prices brought a contraction of exports and a considerable
deterioration in the net position of the monetary authorities. This
led in 1963-1965 to a sharp compression of imports to reduce the current
account deficit and improve the net external position, Despite the
over-all trends of the region during each of these periods, thirteen
countries (Bolivia, Colombia, Costa Rica, Ecuader, El Salvador, Guatemala,
Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru and the Dominican
Republic), recorded steady increases in their current account deficits,

making it necessary for them to increase their external financing.

/Table 11
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Table 1}
LATIN MERICA: BALANCE=CF«PAYMENTS PCSITION ON CURRENT ACCOUNT, 1958-1969
(111llions of dollars)
Averages
Country 1969 1970 o/
195862 1963-65 196570

Argentina ~262,8 +161.7 +8,8 «220,0 16040
Bolivia "’3503 "‘38- 2 "u’ooq' ""'*60‘ 0 '270 4
Brazil —383,6 *3100 "331-8 "355-0 "387¢0
Colombia 549 -98.3 -212,2 -210,0 ~284,0
Chile “161.3 ~126¢ 3 -92, 5 «50,0 o'7l‘. 5
Ecuador =137 21,3 62,5 ~102,7 <784
Mexico «240,5 «36143 w722,6 «~731,0 =1 100,0
Paraguay -10,6 -10,6 ~26,6 -35.3 LR
_Peru 34,9 7743 83,6 -10,0 +126,0
Uruguay 41,5 +19,L +4,6 +0,l ~19,0
Venezuela +194,7 +234.7 -134,2 «-253,0 -362,0
Ha‘iti "10-3 "11.6 -’5.0 —1*.6 -3.9
Panama‘ ‘3505 "3,4-2 -47.’4 "5“"7 '76.,4’
Dominican Republic “6,7 ~43,0 ~7949 7740 ~114,5
Costa Rica =179 42,2 =56,1 56,2 =7k
El Salvador «5,8 -19,1 =264 =214 21,7
Guatenala ~32,1 3247 37,4 -24.4 3542
Honduras -2,6 =15.0 «33,5 =337 =503
Nicaragua 7,8 -15.4 48,2 3949 ° ~3742

Latin America, excluding Cuba -1 1h9,1 1499, w2 026.9 -2 324 5 ~2 794,13

Latin America, excludigg Cuba.

and Venezuela

-1 343,8 <7344 -1 892,7 -2 0715 -2 432,13

Source: IMF, Balance of Paymenis Yearbook, vols, 15, 20, 21 and 22,

a/ ECLA estimates,

/(d) The
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(d) The capital account of the balance of payments

From 1963 onwards Latin America's international reserves grew
steadily, owing to the fact that net inflows of nhon-compensatory capital
financed the deficit on current account and also helped to improve the
net external position of the central banks, although this meant an
increase in the indebtedness of the non-monetary cectors. It should be
noted, however, that only in 1968-1970 did the inflow of non-compensatory
capital increase capacity to import, for it fell between 1963 and 1968

owing to the increase in the value of external factor payments in relation
to the net inflow of non-compansatory capital. (See tables 10 to 12.)
According to preliminary estimates, net external financing in
1970 amounted to some 2,800 million dollars, almost 500 million dollars
more than in 1969. The net inflow of non-compensatory capital
(excluding errors and omissions) is estimated to approximstely
3,935 million dollars, which falls to 3,620 million if allotments of
IMF special drawing rights are deducted. This latter figure is
comparable with the net inflow of 3,160 million recorded in 196%. 1In
both these years, Mexico and Brazil received the lion's share of capital,
absorbing some 55 per cent of the total for the region. Nevertheless,
while in Mexico the increase in the net capital inflow financed the
current account deficit but only slightly improved internatiocnal reserves,
in Brazil the net position of the monetary authorities improved
considerably. It should be noted that the increased inflow of non-
compensatory capital to these countries is attributable to a sizable
rise in the inflow of short—term capital, which to some extent makes
their reserve positions somewhat vulnerable to external or internal
fluctuations., The net inflow of non-compensatory capital also increased
in 1970 in Argentina, Colombia, E1l Salvador, Guatemala, Nicaragua,
Panama, the Dominican Republic and Venezuela, The inflow declined
appreciably in 1970, compared with 1969, in Bolivia, Costa Rica, Ecuador,
Paraguay, Peru and Uruguay, with the last two recording a net
disinvestment, (See table 12,)

/Table 12
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III. RECENT DEVELOFMENTS IN LATIN AMERICAN INTEGRATION

1. Intra-regional trade

During the 1960s, intra-regional trade grew rapidly at a cumulative
annual rate of 9.8 per cent during 1960-1968, rising to 14.7 per cent in
1969 and, according to incomplete data, dropping to 7.4 per cent in 1970,

The share of intra-regional trade in total exports reached its
highest point -~ 13 per cent - in 1969, and remained at this level in
1970 despite the comparatively slow growth of intra-regional trade, for
Latin America's total exports also slackened. (an increase of 9.5 per cent
as opposed to 11.9 per cent in 1969).

Taking the countries individually, the intra-regional trade of
Venezuela, Ecuador and El Salvador declined over 1969, while that of
Argentina, Brazil, Chile, Mexico, Panama and Peru rose by less than
7 per cent, The intra-regional trade of Bolivia, Colombia, Paraguay,
Uruguay, Costa Rica, Guatemala, Honduras, Nicaragua and the Dominican
Republic increased by more than 7 per cent, but these countries accounted
for only 26 per cent of total intra-regional trade in 1970. (See tables
13 and 14.)

Intra-regional trade continues to be concentrated in a few countries,
although in 1970 it was spread a little more evenly, for only Bolivia,
Ecuader and the Dominican Republic had a share of less than 1 per cent
in exports to the region, and only the Dominican Republic had a share
of less than 1 per cent in imports from the region.

The expansion of intra-regional trade has not only led to increases
in the shares of individual countries, it has also brought the intra-
regional trade deficits and surpluses of each country o their lowest
levels for the past ten years. In 1970 the ratio. of the intra-regional
trade deficit to the total value of intra-regional trade was 0,17,
compared with 0.42 in 1960-1961, 0.28 in 1968 and 0,20 in 1969,

/Table 13



E/CN.12/868
Page 34

8%%9¢ ot {341 T%z FATARq (4 9tET (4T Tz [543 FATTSS BOTI6UY UTFE] 18304

0% - - - (%0 - - €% - - - /% ortandey uwtutNOQ
£%09 - - - 0"z - 9% 6°z - - o°T /7 wraung
[ XX »ee L X2 ] L XX ] L XX 4 s ® L XX ] asse *e se0 L XX ] “Pﬂ.&m
L2 N (XX} oS *we [ XX ] . e [T X2 L XX} a0 [ XX ] s e .ﬂé
FAL - 1°0 - £z T°0 - 8*0 - - z%0 W erw T
w4 - 1°0 - w7 - - 90 1°0 - Adi] #9anpuoy
1 - €% - 7% 1% 10 g FA) - 10) ettt
1°4 - {*0 - 154 10 - g0 1*0 - *0 Jopeates 13
2% - - - FAT - - 12 - - z% /e =0T ws0p

x o 1*9 1°0 T°4 1% 134 1/ ALY - 9°zt grenzeus)
é*1 = 0"t (349 8T - 62 z*0 92 - 90z LwmSnan
€% £z - €0 G*9 9z 444 T°¢1 0% z% 0°z9 : nasq

- 0°1 x x €% 1*0 2% 1*0 [ g - 9%t An8eand
I°4 9°t 6*01 #0 x 9*0 €°g 9°0 Ge1T €1 #°2T 00 3O
AN R 1°0 0°2 '9%0 €1 x 2% 7°6T H*0 - z°z acpanoy
0°9¢ é°c 9% a°1 rAd (1 AFA x 0*/ G*1¢ £°1 #°26 oTTuD
TALY 131 £, 2% 6°% 9*g o*h X 0*¢ - (6 eTquOTOD
g*09 A g #*0 114 L0 6%62 0z x AL] 69651 T7281d
1% 1°0 (% - 50 10 gt 1°0 ¢ % FATN /B =rATIOn
gt Al 5 6°5tT 1 14 rAdA 9°1/ %6 AT ¢ YAdss x wWjueSay
BIMNZ £n3 naog L3 oopreR J0p eTTuo l.man —— .m.? ....ES. 4tmo0 Jutgrodur
“susp ~na ~alal oy mwoToD Trodg uefay ugsa0

{ sreriop Jo SwOTITTW UF sjJodup Jo enyoa .mﬂ..uv

6967 ‘Zaval TYNOTOTW=VHINT 40 THIIOA TVIOL SYOINIWY NILvI
¢T o1qel

/Table 13 (concl,



E/CN.12/868

Page 35

/Table 14

*232p 6367dWOOUT UG PosBq Sejewiysy /%
*507457403S opuay udTedol TBTOTIJO :B0JnoS

FALTTAR 1 T - T°0 T°te 4573 9°g8 1°2Z 1 BojJouy UTIe] 1e30%
g*1t x 2*1 - - 6*0 g% z*0 1° - /E ot1andey weotutmoq
gzl - x - - 1°0 6*0 g% - 6°¢ /@ wuaueq
D'.o LX N ] LL R ] X LX X ] A XX ] L X 1) Ol.. L XX L X 2] .ﬂ&-ﬂdz
(3 2] (2 X3 se0 206 x *e N sa e .00 [T X ) 80 dﬁﬁo
rA¥i4 - g*h - - X PARH 6121 é*11 JAgas wedes Ty
6*a4 - 9*0 - - #*9 x g lx Ingad 14 FRINpUOH
192 - 6% - - 9% 0*9 x gece §*L erRwe}ENY
momh - €*c sese se e Now m.& Nowm ® m-w JOPRATES 13
Ay - £ - - 9°¢t 8%6 9* [t 2ot x /% eomy =350
6*19 h*o 0z - - é*0 10 10 170 20 ®ENZBUGA
0°29 Lo 0%¢ - °0 - - - - - LenSnag
9*901 - 9%0 - - - - - - - naed
gLt - 2% - - - - - - - fenZeaeg
1°29 - 6°4 - - 10 1°0 0°1 1°0 €1 00X
m.wm (XX ) e ® LEX ) 209 .00 OQ,C L X2 ) a0 ose &O%ﬂom
1*022 - 1°¢ - - - - - - - STTUD
€64 1*0 L€ - - - 1°0 - - 1°0 BIqUOTOD
gLz - °9 - - - - - - - Tizeag
g*Gz - 't - - g% - - - - /% ®1aTT0g
L 09€ ) #°z - — - - - - - eugueday
BOT Oy *doy umo — p— — endea seanp eTeul JOPBATYS eoTY lvé 3uttaoduy
upye] 1e30l  -yuywoq ~BOTN ~uoy ~83e09 13 B3509 ujddp ~—_

(popnyouoo) *e** FUNTOA TYIOL ¢ €T 6TqR)



*83%p 01.0TdWOOUT o posey sejpewrisy /T

*807357424s epey uBTedo] TPIOLII0  $eoan08

fud
[s]

K 1 1

orig 1|t | T°0 |0%2G | 7°07 | 020t T°¢ 9708 | Z°onz| T2k | 9°Z9 | T°® | 9°8nt| G 16 |8 ent|9 a2 {£°908 |8 2t |Z°10n Bondeuy Uiz ey 1e30y
L*G1 X izt - - i6% [§*¢ {z'0 |[1"0 - 16% - - - |21 - - |€*0 |10 - |1'0 oTIqndey ueaTuTuC(
6°0/ -] % - ~ h'0 {6°0 |g°0 = [6%€ |€*G | = [g*0 - [g'1 - |90 |48 - - |6% BurEUEd
LR N ) v *e s “ LE X 2 LR B2 ae0e L X N see LR R LR B [ XK} LX) s e »e s [ X ] *se (RN ] L X R ) (AN 2 *e e ﬂu—..ﬂdm
.99 L EX ] a9 L X R J ” LER ] a8y »*0e ae e L X R ) s a2 (XX (XX} e A X 490 [ XX} oo m e e d dﬂ.’u
49 - lg%q - - x I #'% |g€T jz*zT [etar|otoT| -~ !T%0 ~ |42 |1°0 - |g*o - - i€ |n3wreot N
[ A YA - 9% - - l0o*9T| x |66z - |g*tr ottt} =~ |1° - lo*¢ - =~ 3% |T1°0 N b Ads] sampuo
g*Ho1 - 16% - -~ |0*6 |G*g x  [G%H {6 €T | 0T = |z*0 - g% |[1°0 |T1*0 |1I°T [2'0 - 6% eTene) ey
1°04 - |e*g - - 1| - |9%ac | x |o*tt 0%z - |x - 1€ |T1% - |g*0 |1*0 - [z*0 2opeaTeS 14
290 - [€c - - (44Tt |10z |11 x (G*01| =~ [2°*0 - 198%9 - - |1*z - - |€*0 BOTY T3S0 D)
£95  jLv0 |1¢ - - - - - g0 J1°0 x |z*0 Jg*¢ [z*0 |z*91 |l =~ (g9 [1*6 |y*o1 | - [4%9 eToNZoUL A
0*0€ I£°T |10 ~ 1% - - - - ~ Tt x |0'T |4%€ (€°2 - g*¢ |T*0 |6°th | = |6*%¢ Len3na g
2601 - |4%0 - - - - - - el WA S VAL A x [2°0 |[3Z*€T |2z J€°Tt |9*gz |€*5 [2*0 {h'TH nIag
JATA - 11°0 - - - - - - - |10 l9*1 jT'0 x |2*0 |1'0 |€*0 |[t°0 |2*T - 1621 LerSered
8°9/ - ¢t} - ~ |2°1 [2*c J9't |T%0 |[G'0 Q"€ I{%z |O°TIT |g*O x [€°0 |€*Q¢ [g"0 |9°9T ig*0 |4°AqI 007xe
L°TE - - - - - - - - - jo*y J1°0 {g*'c |2°T |L°t x |2'¢ |#°GT [#'0 - [6*1 Jdopens
9%6TC - |1 - - - - - - - oSt |x%e |9% |tz (44T |oGT | x [0%/ |9°4€ [n'T |G°66 eTTUQ
TR TA T°0 4% | -~ - - 110 - - 10 |6*Gtl9*z J1'9 [H'0 [z°H1 |9'9 3% x J0*¢ =~ Jg*91 eTqUOTO )
4°092 - |4%9 - - - - - - - | 6% |42t {26 |o*z |9°QT |40 f[o0°0f |0°Z x [6°0 {r'9%T 11274
444 - le*t - - g0 - - - - | 1°0 |€*0 |4*€ - |11 [1°0 (@'t [0 [1'€ x /%01 eTATTog
g0 | -~ lzz | - - | -~} - = | = | - [g%€ |69 |44t |50z |gest |z*n [9°9L |teotT {t°dgr(e6 | x BuTyUeBay|

o nBrod seang oTea | T | woty betonz | £En3 Lo a0 epatTl £azunoo Fupgroduy
.NMMM ..m.m dHEEH | Ban) 20T N x:omﬂxuﬂé ~1es .m.«wm 1M§> -nd nied rmn.mn_ POTRRR ...mswm L ﬂﬂ“u Tea1g MoMH mmﬁww

FUTIRg hct . A WET0

E/CN.12/86
Page 36

{saBTTOP JO suoTiriw uy spfodwy Jo onfoA JID)

/B046T ‘ACVEL TYIOIOTSVHINL 40 THNTOA TVIOL SYOTWEY IYT

HU eTasd

/Looking now



E/CN.12/853
Page 37

Looking now at the net balance of each country on its trade with
the rest of the region in 1970, Argentina, Mexico, Paraguay and Venezuela
maintained their surpluses; Brazil — which in 1969 substantially reduced
its deficit over 1968 (from 97 to 36 million dollars) -~ moved into a
surplus, as did Colombia and El Salvador, while Venezuela, whose
favourable position was due to exports of fuels to the region, recorded
a surplus of 189 million dollars, equivalent to two-thirds of its
over-all trade surplus. In contrast, Bolivia, Chile, Peru, Uruguay,
Costa Rica, Honduras, Nicaragua, Panama and the Dominican Republic
remained in deficit on their intra-regional trade. (See table 15.)

Table 16 gives figures for trade between the countries comprising
three subregional groupings. The impact of the conflict between
El Salvador and Honduras is reflected in the figures for the Central
American Common Market in 1969, and the subsequent recovery in 1970,
Klso noticeable are the sluggishness of trade among the ALALC countries
in 1970, and the steady expansion of trade among the Andean Group
countries, although still at relatively low levels.

Table 17 gives the composition of Latin Americats total and
intra-regional exports under the main sections of the Standard
International Trade Classificationa

The main developments during 1970 in the four subregional free

trade associations are discussed below.

2. The Latin American Free Trade Association (ALALC)

The main developments in 1970 relate to the establishment of an
order of priorities for the studies provided for under the Action Plan,
the results of the tenth regular session of the Conference of the

Contracting Parties of ALALC and the conclusion of complementarity
agreements,

/Table 15
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Table 15
LATIN AMERICA: NET BALANCE GN INTRA-REGINAL TRADE
(M.11lons of dollars)

Country 1960 1967 1968 1969 a/ 1970 b/
Argentina 2140 #5621 +91.0 +30,0 +13.1
Bolivia . =246 ~9s2 =135 ~1042 -20,6
Brazil «131.4 =374 ~9649 =358 +17.8
Colombia ~1340 ~15.7 «1740 w154 +3
Chile -6 «103.6 ~7840 ~8645 ~7048
Ecuador +8,5 ~7al ~0s1 ~6e0 «0,2
Mexioo LI R +5L.6 +58,8 +87.3 +7341
Paraguay +3.4 +0el 4640 4546 #1344
Peru +14.3 ~5647 «5549 =43.3 =l1.6
Uprugusy ~6340 ~29.1 ~17+9 ~31.8 =570
Venezuela +23041 +201,1 +192,8 20049 +189,0
Costa Rica ~liy8 ~10.1, ~2347 =261 =277
El Salvador =540 +8.1 =240 =31t +3.0
Guatemala =249 +11,9 +28,8 +24,1 =248
Horduras 242 =172 =153 =270 ~Ll,5
Niocaragua =246 =377 =353 ~2lt,1 «10 o}
Panana +2641 ~1345 ~1241 «28.6 ~23.6
Dominican Republie ~Oal ~243 =97 =1040 «13.6
Bolanee 29140 33949 3774 3479 3128
Source: Based on tables 13 and e

a/ Provisional figurese

b/ Egtimates.

/Table 16
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Table 16

TRADE EETVERN THE CQUNTRIES OF THE LATIN ATRICAN FREE TRADE ASSCCIATION, THE
CENTRAL AMERICAN COMQY MARIET A'D THE AUDEA! GROUP, 1960, 1969 4D 1970

1963 1969 1970
Percentage Peroentage Percertage
¥ y I
#1lors of total tillions of total 41lfons of total
of imtr of intram of intrae
dollars & dollars dollars
1¢ regionmal 1p regional olf regional
° trade ° trade trade
ALAIC 1 06949 7145 1 304.8 e 1 345.8 7.8
CAoM 251.0 16.8 249,0 14.3 30k,2 1642
Andean CGroup 702 4,9 98.1 5.6 121.0 645
Total intra-regional :
trade a/ 1 h97.2 1000 1 74642 100,0 1 87Ued 100,0

Source: Based on tables 13 and e

g_/ Tradz among the countries of the Andean Group is also inecluded in the figures for ALAIC, in addition to
the subregional groups considered, the imtra~regional total covers Panama and the Dominican Republic; m
data were gvailable eon Cuba and Haiti and the CARIFTA countriss were not considered.

/Table 17
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Teble 17
LATIN AMERICA: COMPOSITION OF TOTAL AND INTRA-REGIONAL EXPORTS
(Percertages )
s'n'cgeftsg.om 0-1 2 and 4 3 5 7 6and 8
Total be::::;es Crude Fuels Chemicals me:.riﬂmry WO:oh::rod
trade and materials transport goods
tobaseo squipment
;Pota.l sxports
1965 100.0 Liie0 19.3 24,8 1.5 046 96
1966 100.0 43.3 1947 2342 1.8 0.8 1.2
1967 100,0 42,5 18,4 2h.h 1.9 1.0 11,8
1968 10040 W.9 1740 2Ll 1.9 1.3 1344
1969 v 100,0 b1,3 19.1 2246 2,0 1.7 1342
Intra~regional
exparts
1965 10040 333 1642 19.4 5¢3 4.6 204
1966 100,0 3148 1647 214 645 546 19.7
1967 1000 29.8 1h.9 2043 790 548 71.9
1968 100,0 2945 1449 19.1 743 6ol 2246
1969 10040 275 1549 1745 745 7.8 2248

Source: United Natiors, Momthly Bulletin of Statisties, (Marsh 1971).

/During the
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During the first half of 1970, the Standing Executive Committee
established an order of priorities for the studies forming part of the
ALALC Plan of Action under the provisions of Conference resolution 262(1X).
The studies to be completed during the first stage of the Plan, during
the period 1970-1973, cover the trade liberalization programme, certain
industrial and agricultural topics, and the co—ordination of industrial
policye Lower priority, with completion dates set at 1980 or before,
was assigned to work in connexion with the adoption of a standard
tariff nomenclature and a standard customs code, tariff treatment
for third countries, and the formulation of guidelines for an Area
industrial development policy and for harmonizing national agricultural
development programmes,

The tenth regular session of the ALALC Conference was held from
26 October to 4 December 1970. Fourteen resolutions were adopted, seven
of which constituted postponements of the deadlines fixed in earlier
resolutions and five related to administrative matters, Cne of the
remeining two (resolution 276 (X)), authorized Ecuador to apply
protective tariffs on certain products of the paper industry, and the
other (resolution 274 (X)), dealt with the initiation of the programme
to promote intra~Area trade, as provided under a similar resolution
of the preceding session,

The result of the armual negotiations discussed at the tenth
session were disappointing, not only because so few new concessions
were granted — thirty-one in all - but because they covered products
of little importance in regional trade. Furthermore, the concessions
suggested by the sectoral meetings were not negotisted. Concessions were
granted by countries in the following proportions: Argentina, 3;
Brazil, 9; Chile, 1; Mexico, 12 and Venezuela, 6. (See table 18.)

There is a noticeable increase in the tendency of the relatively
less developed countries and the members of the Cartagena Agreement
not to negotiate within ALALC.

/Table 18
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Table 18
ALAIC: EVOLUTION OF THE CONCESSIONS ON NATIONAL SCHEDUIES
HEGOT IATED BY THE CONTRACTING PARTIES
Year
Country
1969 1970 1971

Argentina 1 839 1 867 1 870
Bolivia 194 192 192
Brazil 1802 1 842 1 851
Colombia 777 777 777
Chile 970 972 973
Eguador 1 720 118 1n8
Mexico 1173 1194 1 206
Paraguay 69% 6% 695
Peru L0 494 Ligh
Uruguay 784 789 789
Verezuela iy %78 L84

Total 10 B3 n o 1L o
Inorease compered with

the previous year 48y 1k 31

Source: ECLA,

/During 1970,
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During 1970, a total of seven new complementarity agreements were
concluded: two on office machines (Argentina, Brazil and Mexico); one on
the electronics and electrical communications industries (Brazil and
Mexicn); one on the gramophone industry (Argentina, Brazil, Mexico and
Venezuela); one on refrigerating and air-conditicning equipment and
domestic electrical, mechanical and heating appliances (Brazil and
Mexicc); one on the chemical ‘and pharmaceutical industry (Argentina,
Brazil and Mexico); and, lastly, an agreement with special features
~ based on concessions covering specified volumes and periods — on the
petrcleum products industries (Argentina, Brazil, Mexico and Venezuela).
The last five agreements were concluded at the end of the tenth regular
session of the Conference and were declared compatible with the
Montevideo Treaty by the Standinz Executive Committee at its meeting
on 8 January. Agreement was also reached on expanding Agreement No. 9
on electric power generation, transmission and distribution, bringing

the total number of complementarity agreements concluded to sixteen.

3, The Central American Common Market

The main institutional developments during 1970 regarding Central
American integration comprised the formulation of a modus operandi for

the Central American Common Market; a decree by the National Congress

ef Honduras establishing a set of measures to promote national production
and regulate foreign trade;2 and a joint declaration by the Ministers

of Foreign Affairs of Guatemala, Nicaragua and Costa Rica on Central
American economic integration..l-Q

(a) Formul ation of a modus operandi for the Central American Gommon
Market

The idea of formulating a modus nperandi for the Central American
Common Market was first advanced at the meeting of the Ministers of

Foreign Affairs of the five Central American countries on /4 December

2/ Decree No, 97 of the National Congress of Honduras (30 December 1970).
10/ Declaration of the Alcizar de la Antigua Guatemala (12 Jamuary 1971).

/1969, with
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1969, with a view to resolving the differences arising out of the conflict
between E1 Salvador and Honduras, perfecting the legal and institutional
systems of the Common Market, and establishing guidelines for the
restructuring of the Central American integration movement,

Between 9 January and 2 December 1970, the Ministers of Economic
Affairs met seven times to work out transitional provisions to govern
the operation of the Common Market and to determine when the principal
agencies of economic integration should recommence their activities.

First priority was assigned to designing and formulating a modus operandl

of regional scope, consisting in the main of measures to correct the
disequilibria in the intra-area trade of countries showing a deficit;
to identify new policies for industrial and agricultural development
of Central-America~wide scope; to create a regional fund for expanding
productive activities; to formulate general escape clauses; and to
devise regulations on fiscal incentives, the balance of payments and
origin of goods,

As a basis for the formulation of the modus operandi, the Ministers
of Economic Affairs laid down the following objectives: (a) to regulate
the operation of the Central American Common Market on the basis of
transitional measures to restore the situation to normal, bearing in
mind the problems faced by the countries with smsll markets and those
of countries with chronic deficits; (b) perfecting the Common Market

in order to resolve the most pressing problems that have arisen during
the first ten years of its existence; and (c), re-establishing normal
Institutional conditions in the integration programme as rapidly as
possible and ensuring the participetion of each and every one of its
members,

By 2 December 1970, the negotiations on the whole battery of
agreements and commitments comprising the modus operandl were virtually
completed. Ornly two points connected withthe Central American Fund for
Industrial and Agricultural Development remained to be cleared up pending

further consultations between certain Govermments, one concerning the size
of the contributions required for creating the Fund, and the other concerning
the setting up of a branch of the Central American Bank for Economic

Integration (BCIE) in other countries members of the Common Market

/At a
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At a subsequent meeting of Ministers of Economic Affairs, held a

week later frem 8 to 11 December, it proved impossible to reach a
multilateral agreement., First, one of the participants stated that his
Goverrnment was not in a position to subscribe to the section of the
agreement dealing with the Fund because it involved industrial and
agricultural policy. Secondly, another participant pointed out that
his own Government!s signature would be conditional upon the full
participation of all five countries,

As a result, this meant that not only could there by no hope of

reaching multilateral agreement on the modus operandi, but the pcssibility

of four countries participating fully and the fifth on a partial basis
was also ruled out., At this point, the third meeting of the Ministers

of Economic Affairs of Central America, which had lasted over four months,
wourd up, with a decision that the Ministers of Foreign Affairs should

be apprised of the outecme of the meeting so that they could seek

another basis for understanding.

(b) Measures adopted by the Government of Honduras

On 31 December 1970, the Government of Honduras introduced a series
of measures to promote national production and regulate its foreign
trade,él/ on the grounds that, until the negotiations on restructuring
the Common Market were completed and its original commitments and
principles were restored and respected, each country was free to apply
any measures it deemed necessary to protect its economic interests,
within the framework of the Economic Integration Programme.ll

The measures adopted by Honduras have to do with modifying the
free trade and tariff equalization policies; adopting common principles
and joint measures to promote imports and exports, and establishing
norms to make the action taken by the Executive arm of government and the
State agencies to encourage integrated economic development more

effective and more flexible,

l;/ Decree No. 97 of the National Congress of Honduras,

/Most important,
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Most important, they also affect trade with Central American
countries in so far as they stipulate thet the common external tariff
should apply to all Honduras! imports. Although the existing uniform
duties and charges are maintained, lower tariffs are imposed on imports
of certain essential precducts, raw materials, intermediate articles and
capital goods, The measures also provide, in special cases, for the
common external tariff and uniform tariff nomenclature to be amended.

As regards foreign trade policy, they raised the possibility of
making changes in the customs tariff following bilateral negotiations
with other countries, If these were conducted on a reciprocai basis with
other Central American countries with which Honduras maintained diplomatic
relations or with other countries, bilateral trade treaties or instruments
could be signed covering the manner of payment and preferably applying
a quocta or similar system, The executive was authorized to adopt an
export promotion and domestic marketing system for stimulating new
exports or increasing existing exports.

A number of steps are also provided for, to promote economic
development, including the creation of a national fund for industrial
and agricultural development, administered by the Central Bank and
mainly financed out of State contributions amounting to at least

2 per cent of current central government income.

(c) Measures adopted by the Goverrments of Guatemala, Nicaragua and
gosta Rica

Following the adoption of these measures by Honduras, the Governments

of Guatemala, Nicaragua and Costa Rica started, early in January 1971, to

require the deposit of a guarantee on products imported from Eonduras, in
accordance with the provisions of the General Treaty on Central American
Economic Integration, a procedure which had already been applied in similar
cases in the past when intra-regional trade problems arose and could not

be solved multilaterally., Furthermore, a joint Declaration was issued by
the Ministers of Economic Affairs of the three Govermments on 8 January
stating that economic and trade relations between their countries would
continue to be governed by the treaties in force and that joint

bilateral commissions would be established to regulate trade and prevent
any damaging repercussions of the measures adopted by the Government of

Honduras.
/On 12
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n 12 January, the kinisters of Forreign Affairs of Guatemela, Nicaragua
and Costa Rica adopted a series of agreements on Central American economic
integration and took up a joint position on inter—American relations which
they urged the Goverrments of ELl Selvador and Honduras to adhere to alsos In a
part of their stotement desling with regional economic integration, the Foreign
Ministers anproved and endorsed the above-mentioned joint Declaration of the
Ministers of Economic Affrirs, recommended speeding up the work of the bilateral
working group responsible for conducting peace negotiations between El Salvador
and Honduras, and recuested the special working group, created prepare drafts
and carry out studies on reorganizing the Common Merket!s institutions, to
resume its eactivities on 1 lby 1971, The Foreign Minister of El Salvedor, on
behalf of his Government, supported the points covered by this part of the
statement,
(d) Some of the economic repercussions of the measures sdopted by Honduras
The most direct impact of the conflict between Hondurss and El Salvador

was on intra-regionel trade relations, since, for the first time since the

signing of the General Treaty, sales droprned in absolute Uerms and changed in
composition, The value of transactions within the Common Market in 1969 was

248,9 million dollars, 3.6 per cent down on the previous year,

The biggest losses were suffered by El Salvador and Honduras, whose
intra-re ional sales durins the second half of the year dropped 40 to 50 per cent
between 1968 and 1969,

On the other hand, Guetermala and Nicaragua's trade continued to increase,
as they actually profited from the supply difficulties of the countries engaged
in the conflict,

Owing to the genersl decline in the growth of cemand in Central America
and to the restrictions imposed early in 1969 by Niceragua - its mein exvort

market - Costa Rica's exvorts to the Common Market fell,

L+ The integration process of the Andean Subregional Group

The 1tost important integration activities carried out since the signing
of the Cartagena Agreement 12/ and the creation of the Commission and the Board
can be judged from the min agreements reached at meetings of the Commission,
from the deliberations of the specialized intergovernmental meetings, and from
the initial operations of the .\ndean Development Corporation.

12/ At its first regular session, the Commission decided (decision No. 1) to
use the term "Cartagena Agreement! to designate the Andean Subregional
Integration Agreement reached by the Governments of Bolivia, Chile,
Colombie, Ecusdor and Peru in Bogota on 26 May 1960, /. Principal
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A. Principal decisions adopted at the meetings of
the Commission

The Commlssion has held seven sessions in Lima, four regular and three
extraordinary:

~ First regular session (21 to 25 November 1969)
Second regular session (9 to 13 March 1970)
- First extraordinary session (9 to 1.4 April 197C)
Third regular session (13 to 17 July 197C)

~ Second extraordinary session (14 to 20 October 1976)

— Fourth regular session (9 to 12 November 197C)

~ Third extraordinary session (14 to 3L December 1970).

In all, it adopted thirty decisions, some of them extremely important,
dealing, among other things with the following points.

(a) Mipimum common external tariff

i

§

The first extraordinary session was convened in order to adopt the
minimum common external tariff regarding products listed in the first section
of ALALC's Common Schedule. The Commission adopted decision No. 12 laying
down the minimum tariff aplicable by Chile, Colombia and Peru to imports
from outside the subregion. At the same time, the three countries eliminated
all duties charges and restrictions on trade in these products within the
subregion, in accordance with articles 49 and 65 (b) of the Cartagena Agreement.
Subseguently, and in accordance with the provisions of article 63 of the
Agreement, the Commission adopted decision No. 30 (II1I-E) establishing a
minimum common external tariff for all products, except of course those
specifically mentioned in each country's list of exceptions and those set
aside and effectively included in sectoral industrial development progranumes,
which are governed by the rules laid down in such programmes. This tariff
replaced the tariff levels established in decision No. 12 for products in the
Common Schedule., In order to simplify its application and make it possible
to compare it with the liberalization programme, it was decided that the

common external tariff should be calenlated on an ad valorem basis.

/However, as
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However, as a means of protecting subregional production adequately,
progressively creating a subregional margin of preference, facilitating
the adoption of the ALALC Common Ixternal Tariff and increasing the
efficiency of subregional production, the minimum tariff is somewhat
limited in scope in so far as the Agreement itself liwits its sphere of
action by stipulating, inter alia, that:

(i) In each country, the minimum tariff only applies to products on

which national duties and charges are lower than the minimum tariffy

that is to say, the Agreement accepts the applicaticn of the national
tariff whenever it is higher than the minimun tariff, HNevertheless,
national tariffs above the minimum can ~ optionally - be reduced
provided tiis does not entail a tariff commitment vis-a~-vis countries
outside the subregion and does not conflict with the margins of
oreference negotiated in ALALC. This means that in all countries
with national tariffs that are higher than the minimum common
external tariff, the latter will have only nominal significance.

(1i) In exceptional cases, Bolivia and Ecuador shall be under the

obligation to adopt the minimum common exterral tariff only for the

products which are not produced in the subregion. In the case of such
products, they shall adopt the minimum duties, charges and restrictions
through an automatic and linear process, which shall be completed

three years from the date on which the production of these products

is initiated in the subregion.

(b) Base levels for tariff reductions

These are the levels of cuties and charges on which the tariff
reductions laid down in articles 52 and 97 (a) of the Cartagena Apreement
are to be based, They were adopted by the Commission in decision
ilo, 15 (II-E), wlich also stipulated that base levels and tariffs
resulting from periodic reductions in accordance with the liberalization
prograrme should be given and applied in c.i.f. ad valorem terms and
would be the only tariffs applicable to subregional products. The Commission
later adopted base levels expressed in terms of the ALALC Tariff
Nomenclature (decision No. 23 (III-E)).
/In accordance
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In accordance with article 52, the base levels are determined by the
lowest duty or charge applying to each product in the national tariffs of
Chile, Colombia or Peru or in their resnective Hational Schadules on the
date of signature of the Agreement, and shall not exceced one huncred per cent
ad valorem of the c.i.f., price of each product,

On 31 December 1970, the two remaining sets of duties and charges had
to be reduced to the base level, The liberalization programme covering
most of the trade within the subregion was initiated on the basis ol the
base levels, all remaining duties and charges being recduced 10 per cent
each vear until completely eliminated on or befoie 31 December 1980, The
liberaiization prograrme, will, however, be more r2nid in the case of
products from Bolivia and Ecuadorg on which tariffs will be reduced in three
cuccescive vears, starting 31 December 1971, by 40, 30 and 30 per cent. These
two ccurtries in turn will onlv be obliged to start recucing their tariffs
in the seventh year after the signing of the Agreement, compl=sting the

process in 1935,

(¢) Common volicy towards forzizn investment

P Sl

The Commission adopted decision No. 24 (III-E) establishing a common
policy towards foreign capital investment and with regard to trade marks,
patent:, licenses and royalties, due to becose effective in July this year.
One cf 2ts chief objectives is to strengthen national enterprices so as to
enable them to participats actively in the subregional market, and to put
the member countries in a stronger bargaining position vis-a-vis exporters
of capital, enterprises supplying resources and technel~zical know-hcw,
and internat’ongl agencics,

The ccriym policy distinguishes two types of capitel: domestic capital,
coming Trom the country where the investment is made; and foreign canital,
coming from a coumtry outside the subregion, The treatment accorded to
capitel from the subregion and capital from the Andean Developrent Corporation
investud in member countries is to be determined by the Commicsion no later
than September 1970, The uniform regime for multilateral enterprises is to
be settled by the Commission before the end of 1972.

/The various
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The various enterprises are classified as national, mixed nationsl and
foreign and foreign. National enterprises are those in which over 80 per cent
of the capital is held by domestic public or private investors., Mixed
enterprises are those in which national capitel has a majority interest. In
both cases, it is essential that the share of local canital be reflected in
the company!s technical, financial, administrative and commerciusl management,
Foreign enterprises are those in which domestic canital accounts for less
than 51 per cent of the total or, if more, is not reflected in the company's
manageqient, These are further divided into those existing befoie
January 1971 and those established after that date,

The common policy lays down methods and procedures for the total or
partial transfer into national hands of foreign firms, in a gradual manner
aud in accordance with specific provisions of the policy., In this connexion,
the advantages deriving from the liberalization programriz are restricted
exclusively to those goods that are produced bv the nmational and mixad
national and for<ien erterpriczes of the member States, lowusrer, in orcer
to be able to enjoy such advantages, existing foreign enterpriscs will have
to be in process of transformetion inmto national or mixed enterprises, to
vhich end they will have to sign the relevant agreecment within the first
three vears of the operation of the common rolicy, and initiate the process
of tizrsforration as recuired, since in no case may the share of mational
capital in the enterprise be less than 15 per cent at the end of that period,
The deadline for the completion of the process of transformation shall not
exceed fifteen years in Colombia, Chile and Peru, and twenty years in
Bolivi:. and BDeuador, as from the date of the entry into force of the policy.

Fiveign enterprises established in and after 1971 wilil have to become
mixed e¢nterprises within a period of not more than fifteen years in
Colombia, Chile and Peru, and not more than twenty years in Bolivia and
Ecuador., In the case of these enterprises, any capital share held by the
member States of the Andean Group or the Andean Development Corporation will

be deemed to be natiomal capital.

/With a
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With a view to ensuring the nrogressive participation of national capital
and the gradual process of transformation, minimum rates of national capital
participation have been established, to be satisfied at intervals over the
period agreed upon for the transformation of the foreign enterprise., I the
enterprise does not sign the agreement for its transformation within the
stipulated time limit, or does not meet the obligations laid down in the
Agreemert, its products are not to enjoy the advantages stemming from the
liberalization programme of the Andean Subregiona’ Integration Agreeuent,
and corsequently, they will not be granted certificates of origin.

As regards imported technology and patents an¢ trade marks, it is
stipulated that the member States shall not authorize the signing of contracts
containing clauses that place an obligation on the importing country or
enterprise to purchase capital goods, inputs or raw materials from a
specific source; or that restrict the volume and structure of production;
or prohibit the use of competitive technologies; or impose the oblizction
to offer all or pn~t of the production to the supplier of the techrnolegys
or permit the holder of the trade mark or the supplier of the techuology
to fix sale and resale prices for products that are made up on the basis
of that technology or under the trade mark; or which prohibit or limit
exports of such products or include other restrictive clauses of eguivalent
effect, Obviously, it is intended to improve the conditions under which
foreign technology is obtsined, so that such technology may make an effective
contribution to the achievement of integration objectives and to the °
fulfilrent of the goals indicated in the national development plans.

Ir acddition, each member State may reserve sectors of economwic activity
for national public or private firms, and decide whether to allow participation
by mixed national and foreign enterprises. Without prejudice to the above,
the Commission may determine which sectors the member States shall reserve

for natiomal enterprises and decide on participation by mixed enterprises.

/The common
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The comron policy lays down special provisions on the following basic
sectors: (a) basic products; (b) public utilities; (c) insurance, commercial
banking and other financial institutions; and (d) domestic transport,
advertising, radio, television, newspapers, magazines and Comestic marketing
of all kinds of goods. Except for the first sector - where, during the
first ten years for which the policy is in effect, the activities of foreign
enterprises may be authorized under the system of concessions, provided
that their contract does not exceed twenty years — in all the other sectors,
fresh inflows of direct foreign investment are banned and existing foreign
firms must be transformed into national enterprises within the first three
years from the date on wiich the policy comes into effect, with the
exception of public utilities enterprises, whose position will be decided on
by each member Government. lHorecver, it is nrovided that the foreign
enterprises operating in certain sectors shall not be obliged to undergo
transformation into national or mixed enterprises, but shall be subject
to the other provisions of the policy and to the special provisions of
each specific sector,

The following further general provisions were approved:

(a) The rights conferred on foreign and mixed national and foreign
enterprises shall be the maximum rights that the member ftates are able
to confer;

(b) Remittances abroad of net profits derived from direct foreign
investment are permitted up to a yearly maximum of 14 per cent of such
investment;

(c) The capital of joint-stock companies must be in the form of
registered shares, Ownership of bearer securities shall be prohibited after
the first year for which the policy is in force;

(d) As regards domestic credit, foreign enterprises shall have access,
exceptionally, to short-term credit on the terms laid down in the regulation

adopted by the Commission;

/{e) Before
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(e) Before 31 December 1970, the Cormission shall approve an agreement
designed to nrevent double taxation between the member ftates;

(f) A subregional office dealing with the ownership of industrial
property shall be set up, the rules and regulations of which must be approved
by the Commissiop within six months following the entry into effect of the
policy within the same time-limit, rules and regulations shall also be
agreed upon for the application of norms relating to the ownership of
industrial property;

(g) Before December 1972, the Commission shall approve a programme
to promote and protect the emergence of subregional technology, and the

adaptation and assimilation of existing technologies.,

(d) Harmonization of molicies

With a view to facilitating the harmonization of economic and social
policies and the co-ordination of the development plans of the member States,
the Commission approved decision No, 22 (III-E), by virtue of which five
Councils were set up in the following fields: Planning, Monetary and Exchange,
Financing, Fiscal Policy and Foreign Trade. Their task will be to formulate
recormmendations and ¢co-operate vith the Beoard in drawing up praposals for

the harmonization of the policies concerned,

(e) Sectoral industrial development bprogrammes

The Commission adopted decision Yo, 25 (III-E), listing the products
that are to be covered by the sectoral industrial development programmes,
a listing which comprises some 2,500 items out of the 6,500 subregiocnal
tariff items. The rest, apart from the products on each country's list of
exceptions, will be covered by a general liberalization programme,

The exceptions include practically all the products, motor-vehicle
and iron and steel sectors, a large number of chemicals, some petrochemicals,
many of the manufactures produced by light industry, and some produced
by heavy industry. In the majority of cases these will be products or groups
of products which are not manufactured in any of the countries of the
subregion, or which are not produced in sufficient cuantity to supply the
domestic market, The sectoral prograrmes for these goods must be approved by
the Commission before 1974, but this time-limit can be extended for a further

two years at the Board's request.
/Furthermore the
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Furthermore the Board has started work and studies on a general
development strategy for the subregion, which will serve as a framework
for the sectoral programmes and the joint agricultural development programmes,
and will help orovide the necessary co-ordination of development policies,
This work is being carried out at two levels: on the one hand, each
member country is drawing up its own development strategy; and on the other,
the Board, advised by ECLA and ILPES, is to draft a strategy for the subregion

as a whole,

(f) Petrochemical sector

In compliance with the Agreement and, particularly bearing in mind
that Bolivia and Ecuador should receive special treatment under any industrial
policy for the subregion, the Commission approved decision No, 10 (II)
whereby the Board was requested to define the basis and conditions for the
adherence of Ecuador to the ALALC complementarity agreement 1o, 6 on the
petrochemical industry, signed by Bolivia, Colombia, Chile and Peru.

As a result of the studies carried out it was also agreed to give
Bolivia more favourable treatment and to begin subregional programming of
the petrochemical industry. To this end decision No, 18 (II-E) was adopted,
recommnending that the Board submit a draft sectoral industrial development

programme for the petrochemical sector before 15 liarch 1971.

(g) Agricultural Sector
In decision No, 16 (II-E), ithe Commission approved the schedule of

agricultural products to be covered by the saving clauses; the schedule
is provisional in so far as it can be modified by the Commission. Furthermore,
the Board was asked to submit, before July 1971, proposals regarding
measures to promote trade in agricultural products and to facilitate the
adoption of common norms on plant and animal health,

On the basis of studies carried out by FAO experts B/ on the short-term

prospects-of intra-subregional trede, products can be divided into four

13/ For mure detailed information see, "Informe scbre 1i si*unecidn y
rerspectivas del comercio agricola de los paises ai ninos', oy the
Joint ECIA/FAO Agriculture Division, Aupust 1970; and FCIA, ]
"Politica agropecuaria subregional en los pafses del Pacto Andino",
(E/CN.12/883),

-
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categories: (a) products in short supply, which are not suitable for
subregional trade; (b) products in short supply with better prospects;
(c) products in which there is no trade; and (d), products moving in
frontier trade.

In the longer-term prospects for the expansion of intra-subregional
trade, in agricultural commodities may improve considerably; however,
Jjoint product-by-product programmes are needed as a basis for harmonizing
subregional agricultural development; together with joint marketing systems;
supply agreements between State institutions; agreements between national
bodies dealing with the planning and implementation of agricultural policy;

and common norms and prograrres on plant and animal health.

(h) Joint action in international forums

The need for member countries to co-ordinate their action and submit
Joint plans to international economic agencies has been recognized, To
this end, the Foreign Ministers agreed, at their first meeting, that the
Permanent Representative on the ALALC Executive Cormittee of the: country
whose representative is President of the Commission, should act as
co-ordinator for the other Representatives and maintain contact with the
President of the Commission.

Furthermore, towards the middle of 1969, the President of the Commission
was entrusted with an exploratory mission to the organs of the European
Economic Community, with a view to seeking ways of improving trade,
financial and technicological relations between the two regions, and
exchanging views on the shape and form a co-operation policy between the
Community and the Andean Group should take, The results of the mission,
carried out in November last, show that the Community is willing to tighten
the present links, Trade offers the most immediate possibilities for
arriving at some agreement between the two regions, based on reciprocity

in expansions of both markets, In the finmancial and technicological field,

/the Commission
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the Commission of the Community does not have the same power as it has in the
field of trade, but there are far-reaching prospects and it would seem

that an agreement could be reached at a later stage. In this respect the
avthorities of the Commission of the Andean Subregional Integration Agreement
welcomed the idea of setting up a Joint Committee, at the technical level,

of the Board of the Agreement and the EEC Commission, to discuss what
practical steps could be taken to achieve co-operation in all forms between

the two regions.

(1) Special treatment for Venezuela

The Commission agreed on special treatment for Venezuela, with a view
to its possible adherence to the Cartagena Agreement. It therefore adopted
decision No. 13 (III) invitinge Venezuela to send a representative as a special
guest to all ordinary and extraordinary sessions of the Commission, and all
meetings convened to study problems of subregional integration, and any other
meetings the Board may think fit, up to December 1970. The period was
extended by decision No. 21 (III-E) to December 1971, Moreover, numerous
contacts have been made and talks held between the Foreign linisters and
other Ministers in order to clear the way for closer ties between Venezuela
and the Andean Group., The idea that Venezuela might establish more and more

links with the subregional integration agencies has emerged from these talks.

B. Points discussed at snecialized inter-governnental meetings

In June 1970, the chief executive officers of the Central Banks of

member countries and an observer from Venezuela met at Quito to examine
various aspects of the subregion's monetary, financial and foreign exchange
policies, Agreement was reached on a recommendation that working groups
should be established to carry out studies and research in these fields and,
above all, to consider how the Govermnments and Central Banks could help

to channel domestic and external savings into productive activities, to
strengthen national export financing and promotion machinery, to improve
and extend the methods of payment, and to make use of bilateral balances in
non~convertible currencies,

/On the



E/CN.12/868
Page 58 .

On the same date, a meeting of directors of natiomal tourist agencies
was held in Bogotd. It recormended setting up a secretariat for the
integration of the Andean tourist industry which would deal with the technical
problems of tourism, Meetings were also held on air transport, ship-~building
and maritime transport in August, Sentember and October 1970 respectively,
Two of the most important recommendations concerned the creation of an
Andean multinational air-freight and passenger-transport enterprise to
handle intra- and extra-regional air traffic and the carrying cut of
feasibility studies for the establishment of a multinational subregional
merchant fleet,

The reports of these meetings are being studied by the Commission with
a view to taking appropriate action,

At the first reeting of lMinisters of Education of the Andean region,
to which Venezuela was specially invited, held in Bogotd in January 1970,
the Andrés Bello Agreement on Educational, Scientific and Cultural Integration
was adopted. A second meeting was held in Lima in February 1971 at which
a common doctrine was adopted as a framework for the objectives and

provisions of the Andrés Bello Agreement,

C. The Andean Development Corporation

Meeting in Bogotd on 7 February 1968, the seven signatories to the
Declaration of Bogotd agreed to establish the Andean Development Corporation,
with headquarters in Caracas., The corporation became operative on
30 January 1970 when three countries deposited their instruments of
ratification with the linistry of Foreign Affairs of Venezuela.

The authorized capital of the Corporation is 100 million dollars,
split up into 4, B and C series shares, Paid-up cavital amounts to
25 million dollars and comprises six A series registered shares for a
million dollars each, to be taken up by the menber Governments, and
3,800 B series registered shares for 5,000 dollars each, to be taken up
by the respective Governments or by juridical or natural persons from

the private sector, up to a maximum of LO per cent of the total value.
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The non-paid-up capital, amountine to 75 million dollars, can, by decision
of the directors of the Corporation, be covered by the sale of additional
B series shares to member countries, by the sale of A and B series shares
to other countries joining the subregional group, or by the issue of

C series shares, to be purchased by juridical or natural persons outside
the subregion,

The Directors and the Executive President of the Corporation were
designated at its first assembly in Caracas in June 1970, It was also
decided that the regulations of the agreement establishing the Corporation
should contain a number of clarifications as to the interpretation of the
Agreement, These included the following points:

(a) The immunities, exemptions and privileges laid down in chapter 8
of the Agreement are applicable solely to the Andean Development Corporation
and to their officials and are not to be extended to enterprises in which
it has a financial interest, This means that the mere participation of the
Corporation in an enterprise, even to the extent of a single share, cannot
oblige it to grant immunity to the assets of that enterprise.

(b) Watural persons acquiring B series shares corresponding to the
40 per cent purchasable by private individuals must be nationals of the
respective country of the subregion; juridical persons under private law
acquiring such shares must comprise a majority of nationals of the country
concerned. This is of special importance if it is remembered that only
A and B series shares confer the right to elect the Board of Directors
of the Andean Development Corporation.

(¢) The Corporation may not transfer its shares, equity, rights
or obligations except with the consent of the Government of the country

in which the corresponding investment has been made.
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5. Integration in the Caribbean Free Trade Associetion (CARIFTA)

CARIFTA was esteblished in llay 1960 as the first step towards
integrating the economies of Barbados, Gurena, Jameica, Trinidad and Tobago
and the West Indies Associated Stetes. During its brief exdstence so far,
it has made significant progress towards this objective, as regards
institutional matters, trade and the identification of the principal
problems feced by the Caribbean countries. At the same time, the
Goverrments have been able to take a comrion stand vis-a-vis e:ternal
situations. CARIFTA itself is expanding: negotiations have been completed
on the accession of British Hondures (Belize), and at the request of the
Dominican Govermuient, a study is being made of the possibility of the
Dominican Republic joining the Association.,

Under the CARIFT. Agreement of 1968, trade between the member
countries in nationolly produced goods was exempted from custams duties,
except for a number of procducts included in a list of exceptions. The
larger members of CARIFTA, who undertook to reduce customs duties on the
products listed over a period ol five yesrs, have fulfilled their
comnitment to reduce duties by 20 per cent each year, and the territories
comprised in the West Indies Associated States have adopted measures to
cubt tariffs by 50 per cent on 1 May 1973.

The other provisions governing trade among the members of CARIFTA
have been implemented in line with the respective progremmes and relate
to customs measures proper, such es export duties, and to other measures,
such as guantitative restrictions.

At 211 times, account hes been taken of the fact that the relatively
less developed territories forming the West Indies Associated States need
additional odventages. These States have formed the East Caribbean Common
Market (ECCH), which has enabled them not only to harmonize economic policy
but also to adopt a common stence within CARIFTA, In addition to the fact
that their tariff protection lasts for a lonzer neriod, they have also
benefited under the Agricultural Marketing Protocol, which established
minimun prices and export quotes for exports of agricultural products
within CARFITA,

/(a) Results
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(a)  Results of trrde between the maubers of CARIFTA

Iogically enough, the degree to which agreements are being fulfilled
is chiefly reflected in the results of trode between the member countries of
CARIFTA, Intra-Ceribbesn trade storted to grow in 1968 and picked up
momentiur in 1969 vhen the mecsures described ebove beceme fully effective.
The value of inports (see tenhle 19) crew by 10.1 million Eest Caribvean
dollars during 1968 and rose to 26,6 million in 1969, On the basis of the
incomplete date available, it anpears that all the Caribbean countries
increased their imports and their exports.

The main facltor responsible for these trends, was initlially the
replecenent of imports from outside the area with goods produced within
CARIFTA. The Agriculturel Marketing Protocol helped significently in this
respect, as did the increese in intra-area trade in hydrocarbons and
chemicals, fornerly origincting mostly outside the CARIFTA area. .Jdthough
these products account for a large proportion of the total, manufactures
too made a significant contribution, accounting for an estimated 17 per cent
of subregional trade,

(b)  Major problems

The basic problem of the CARIFTA economies is that of obtaining a
higher growth rate and, at the seame time, of eliminoting the disparities
thet exdst between their individual levels of growth. To tlis end,
additional benefits are zronted to the relatively less developed countries,
and a study is being iade of the machinery needed to guide the location of
industry.

Another fundamental problem is that of transport, since these are
island economies in which meritime transport is called upon to serve the
needs of reciprocal trade. At the present time, however, there are not
enough ships, end those there are are inadecuate. This situation is
aggravated by the growing freight demands and the high international cost
of hiring cargo boats. lMoreover, most of the harbour installations are
defective.

The Governments of the CARIFTA countries have studied this problem,
pzying particular attention to the feasibility of a special treaty comprising
a restructuring of the institutions that control commercial shipping within

erd outside CARIFTA,
/Table 19
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Table 19
CARIFTA: INTRA-AREA IMPORTS
(14110ns of Eagt Caribbean dollars)

Imports from: 1967 1968 1969
Barbados 1302 1608 71.1
Jamalce 747 746 11.7
Trinidad-Tobago 164 16.0 2342

Subig £2s9 £9:8 88k
2CCH 2648 (30.0) a/ (37.0) &/

Souscat Offiolal foreign treds statisticss
&/ Caloulated on the basis of partlal data.






A



