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Introduction

SCOPE ©F THE REPORT

1. The present report reviews the oroceedings of the Trade Committee

of the Ecoromic Commission for Latin America, which met in Santiago
(Chile}, at the headguarters of the Commission, from 19 to 29 Fovenber
1956,

2, This repert may usefully open with s brief remincer of the antescudints
of the Cormittee, A% its sizth scssicn the Commission azeided

{resolution 101 (VI)) to establish such a Committee with a view to

the preparation znd recommencation of cohcrete proposals for the

soluticn of the problems analysed in the Stugy on Inter-Latin-American

Iggﬁg-ﬁ/ presented by the secretarist, together with c¢thers relating
to trade policy, payments, maritime transport ard trade in specific
commcdities., The aims of the Comidttee include the promotion of an
inter-Latin-American trade policy consistent with the expansion of the
regionts trade with the rest of the worid. In the ccurse of the
discussions at Bogota it was zlso arreed that at its iirst session the
Commitiee shoulc give nricority to the problem of payments.

The exchange reforms introdrced in scms of the Latin American
countries subsequently to the resoiutions adop-ed at the sixth session
of the Commission, and the problems which their applicaticn brought in
its train, gave rise in Latin America to motives of corier: vhich the
Commission could not disregard, and which sufficed in tiemselves to
indicate that the time was ripe for the Jommitice to Fozin wts work.
The secretariat then set up a group of three e .perte who 1in May and
June 1956, visited the seven lLatin imerican countries +hich account
for the lu:-gest proportions of intra-regional itrade. The group

contacted foreign trade and Central Bank authorities, as well as members

1/ Document E/CN.12/369. The printed edition of the Study has just
appeared (United Nations publication, Sales No:1956 II1.G.3).

[fof parastatal
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of parastatalinstitutions and private organizations connccted with
trade and production. The findings of the conversations and
consultations held, and those cof the survey carried out in the circles
cited, were compiled irn several documents which were sent to the
governments well in advarce of the meeting. 2/

These papers represented an attempt by the secretariat to provide
the Trade Committee not only with the background information it would
need at its first session, but also with a summary of recent develcpments
in Latin American payments and commodity trade which might facilitate an
objective and practical stucy of the situation. Similarly, the secrcterist
presented For consideration first by the Governments and later by the
Committee the snalyses and roesmrondetions regnrding a2 regioral markct
submitted t¢ it by the two ad Ijc consuitants included in the group. Y
3. The presenﬁ report on uhe procsedings of the Trade Comrmittoe is
divided into two sections.. Fext I, in addition to indicating the
membership of the Commitiee, attendance at the session and the
organization of the work, together with the agenda on which the
Committee's proceedings wersz hzsed, offers a brief account of the
statements made and the ciscussions held, and an objeclive
interpretation of the concluasions reached by the Comuittee in the
course of its deliberations. Part II contains the resolutions
adopted by the Committee on the completion of its work.

4. Several appendices are attachad to this report. They comprise the
inaugural address delivered an 19 November 1956 by His Lxcellency vr.

Osvalco Sainte-Marie, Minister of Foreign AfZairs of Chile; the reply

2/ See especielly Payments and Trade in Latin America. Current prohlems
(E/CN.12/C.1/3) and _ater-.atin-inerican commpdity trace in 1954 and
1955. Situation anc prosvects ir i9%o (L/CH.12/C.1/5).

3/ See Payments and the regional market in inter-Letin-Auerican trade
E/Cl.12/C.1/4), the document presented to the secretarizt on 13
August 1956 by Fr. Eusebis Campes (Argentina), and Mr., José (Carrido
Torres (Brazil).

/made by
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made by iMr. Antonio Correa do Lago, representative of sSrasil; on behalf
of the delegations; the speech delivered by the Chairman of the
Committee, Mr. Arturo raschke, upon the assumption of his

responsabilities; and the statement made on the same date by Ur. Hall

Prebisch, Executive Secrebary of the Commission. Another appendix

contains the Committee's rules of Procedure, adopted at this first
sesgion.

5. The text of the present report was adopted by the Committee for
submission to the consideration of the Commission, at the closing
meeting held on 29 Hovember 1956.

/Part I
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Part I
TEE TRADZ COMMITIEER
A. MEMBEESHIP, ATTENDAYCE AND ORGANIZATION

1. Openineg end cloging meetings

6. The opening meeting of tne Committee was held in the conference hall

of the Economic Commission for Ilatin Amesrica on 19 Nevember 1956,  The
inaugural address was delivered by His Excellency Mr. Osvaldo Sainte-Marie,
Minister of Foreign Affairs of Chile (see Appendix 1}, to whom Mr. Antonio
Correa do Lago, the representative of Brazil, replied on behalf of tne
delegations present. (See Appendix II.; ¥r, Arturo Maschke, Director

of the Central Bank of Chile cnd Head of i.e Chilean delegation, made a
speech after his election as Chairnzn of the Committec (see Appendix I11).
Lastly, the Executive Secretery o the Leonomic Commission for Latin /fmerica,

Dr. Radl Prebisch, preswited e scetcment to the Committee.  (See Appendix IV,

7. The closing meeting of the Cowriittee was held in the same place, on 29
November 1956.  The Cormittee, after listening to thke Happorteur, Mr.
Daniel J. Bello {Mexico,, unenimously adopted the report on its work, as
well as the Rules of Procedure oo which it will in future conform. (See
Lppendix V.,} Addresses vere dslivered by Mr. Emilio G, Barreto, of the
Delegation of Peru, Mr. Pierre I, Viaud, representative of France, Sir
Charles Empson, representztive of the United Kingdom, Mr., Louis N. Swensorn,
Deputy Director of the Zconoriic Commlssion for Latin Jmerica, and Mr.

Arturo Maschke, Chairman of “he Committcze.

2. Membership and attendance

8, The meeting was attended by representatives of 21l the States Mambers
of the Commission, namely:  Argsntina, Bolivia, Brazil, Chile, Colombia,
Costa Rica, Cuba, the Dominican Reputlic, Ecuador, El Szlvador, France,
Guatemala, Haitid, Hondur:ss, Mexico, the idetherlands, Nicaragna, Panems,

. Parawuay, Peru, the United Kingdom, the United States of Jmerice, Urugacy

and Voenezuela,

/9. In
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9. In accordance with paragraph 6 of the terms of reference of the
Commission, the following countries which are members of the United
Nations but not of the Cormission attended the first session of the
Trade Committee in a consultative cavacity: Canada, Czechoslovakia,
Italy, Poland, Romania, Spain, the Union of Soviet Socialist Republics
and Yugoslavia. ' _
10, In accordance with resolutions 515 (XVII)B and 581 (XX) of the
keonomic and Social Council, Japan attended the first session of the
Trade Committee "on a basis similar to that provided in paragraph 6 of
the terms of reference of the Commission for States Members of the
United Nations not Members of the Commission®.

a) Report of the Chairman and Vice-Chairmen on credentials

1l. The Credentials Committee, in accordance with paragraph 14 of the
Commission's rules of procedure, reported to the meeting held on 28
November 1936 that the crecentials of the delegations to the first
session of the Trade Committee, as presented to the bxecutive Secretary,
had been examined and found to be in order.

b) List of delegations

Argentina

Representative: Manuel San liiguel, Under-Secretary for Trade
Members: Benjamin Cornejo, Manuel Aris, Rodolfo Korenjak, Leopoldo
Port lNoid, Ital» José Peretti, Gabriel Martinez

Bolivia

Representative:Luis Pefialoza ,Econcmie Conseller in the Embassy in Arsentins
Member : Juan knrique Zalles Valenzuela

Bragzil

Representative: Antonio Correa do Lago, Minister FPlenipotentiary in
the Ministry of Foereign Affairs
Members: José Garrido Torres, Abeillard Barreto, Fernando Bergstein,
Arnalde Valter Blank, Sergio Armande Frazao
Advisers: Frederico Carnauba, Helio Schlitter Silva, Sergio Bath,
Edmundo Radwanski, Benedicto Fonseca Moreira
Technical consultants: Affonso Assumpgao Vianna, Salvador Neogueira
Diniz :

/Chile
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Chile
Representative: Arduro Maschke,President of the Central Bank

Members: TFelipe Herrerz, Minuel Casanueva, Oscar Salas Elgart,
Luls Adduard, P'élix Ruiz, José Pifiera, Pedro Daza,
Oscar Videlz, Ulises Pinto, Samuel Radrigéin

Colombia

Representative: Manuel Bejarano, General Manager of the Banco
Popular Colombo~Chileno

Member: Enrique Duarte
Costa Rica

Representative: Alfonso Goicoechea GQuiros, Ambassador to Chile

Cuba

Representative: Fermando Porcel Carreras, from the Direccidn de
Asuntos kcondmicos del !Enisterio de Estado

Dominican Republic

Representative: Franz Bsehr, Counsellor, Chargé d'Affaires ad
interim
Ecuador
Representative: Carleos B. GdSmez Mancheno

Members: Tarquino Ledén frgude, Héctor Cusiode lioscuera
Adviser: Radl Maldonado Crtega
El Salvacor

Representative: Hugo Lirdo, Chargé d'Affaires in Chile

" France

Representative: Pierre M., Viaud, Financial Attaché for Latin
America

Members: Henri Bonnet, Pierre De Bourran

" Guatemals
Representative: Jesis Urda “lurillo, Ambassador to Chile
Hait?

Representativo:' Arnaud N, lerceron, Chargé d'Affaires in Chile

/Hondures
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HJonduras

Representative: Jorge A. Coello, Chargé d'Affaires in Chile

Members: Jesus Castro Blanco, Antonio Collart Valle

Mexico

Hepresentative: Daniel J. Belle, General Manager of the Bank of iiexico
Metber : Rito Raul Villalobos

The Netherlands

Representative: Charles J.H. Daubanton, Ambassador te Chile

Member: Jacob van der Gaag

Nicaragua |

Representative: Ricardo Garcis Leclair, Chargé dAffaires in Chile

Panama
Representative:  Gaspar Estribi G., Official Lelegate ad honorem

Parzguay

Representative: Ilcdefonso A. Bri*os, Director of the Department of
Trade Policy of the Ministrv of Fereign Affairs

Perwu

Representative: Enrique Goytisclo Bolognesi, Ambasssdor to Chile

Members: Emilio G. Barreto, Alejandro dusalleu, Jorge Lorente de
Patrdn

United Kingdom

Representative: Sir Charles bLmpson, Ambassador to Chile
Members: J.H, ¥Wright, P.S5. Ross, J.G. MacGillivray

United States of imerica

Representative: Harocld M. Randall, United States representative,
Inter-American Economic and Soclal Council

Menbers: Alexander M. Rosenson, Margaret Pottef, Robert 4. Dorr
Uruguny

Representative: Crisdlogo Brotos, Leputy Director of Foreign Trade
in the Ministry of Foreign Affairs

ember: Luis Carlevaro

/Venezuela
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Venezuela
Representative: Alfrede Visquez Madriz, Counsellor in Chile
Membher: Juan Salazar Rorddn
¢) Representatives cf fember States of the United Nations

not members cf thes Comrission attending in a
consultative capacity

Canada: louis David Burke

Czechoslovakia: Miroslawv Marusxz, Jaromir Pesek

Italy: Tommaso Mancini, Francesco 5pinelli
Poland: Tadeusz Malewizit, lygmunt Stazenski
Rumgnia: Antonio Albu

Spain: José Maria Doussinasgue, .- miel Szinz de Llanos, José
Aragonés Vild

Union of Soviet Sociazlist Republice: &leksel Nicolaevich Manjoulo,
V. furaviev

Yugoslavia: Ante Markotic

d) Representaiives of States not Members of the United
Nations attending in a consultative capacity

Japan: Katsushiro Narita, Noburc psckura

e) Representaives of specialized apencies

International Labour Organisation (ILO): Hernin Santa Cruz

Food and Arriculture Organisation of the United Nations (FAQ):
John G, Tauber, Mordeksi Izekiel, P,G.H. Burter, Victor Bruce

International Monetary Fund: Edgar Jones, Jorge Marshall

f) Represertatives of otrzer United Nations organs

Technical Assistance Administration: Bruno Leuschner

g) Representaz~ives of inter-governmental organisations

Organization of Americarn Stetes: Jaao Oliveira-Santos

Inter-American kconomic and Social Scureil: Washington P. Bermidesz

Inter-American Training CJentrs for Economic and Financial Statistics:
Leonel Torres

General Agreement on Tariffs snd Trade (GATT): Jean Royer
/h) Special
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h)  Special observers

Argentina: Torcuato Sozlo, Director of Siam di Tella
Gino Minjatti, Secretsry-Director of Fiat-Someca-Concord
Juan Carlos Terafndez Rivas, Second Vice-Chairmen of the
Asociacidn de Irndustiisles Metaldrgiceos and representstive
of the Unién Industrial Argentina

Bragzil: Herbert Levy, Superintendent of the Banco de América-Brasil,
Federal Deputy
S1lvio Brand Correia, Director of the Federagao das
Inddstrias do Estado de Sao Paulo
Og Francisco Leme, Beconomic Adviser to the Federagao das
Indiistrias do Estado de Sac Paulo

Chile: Osvaldo Visl, Chairman of the Chilean Commission for the
- Study of the Trade Treaty between Brazil and Chile

Juan Enrique Merino, Head of Department in the Corporacién
de Ventas de Saiitre v Yodo

Walter Miiller, formerly President of the Sociedad de
Fomento Fabril de Chile

Vivien Schwartz, Directoer of the Customs Department of the
Ministry of Finance

Radl Mardones, Ministry of Foreign Affairs

Germén Vergara Donoso, Representative of the Chilean Central
Chamber of Commerce

Max Nolff, Economic Adviser to the Confederacidn de la
Produccidn y del Cowercio

Tuis Moller Lyon, Departancito del Cobre de Chile

Patricioc Jarpa Yéfiez, Dopartamento del Cobre de Chile

Colombias Rodrigo Llorente Martinez, Representetive of the Federacidn
Nacional de Comercientes de Colombia

i) Representatives of non~covernmental organizations
CATEGORY A

International Chamber of Commerce: Valerio Quesney Desa

International Confederation of Christian Trade Unions: H. Venegas,
i. Vautherin

International Confederation of Free Trade Unions:  Hugo Salazar,
Roberto Gut iérresz

Inter-American Council of Commerce =2nd Production: Juzn Carlos Furnindez
Rivas, Abrahem Scheps

/3.  CRGANIZATION
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3, ORGANIZATION OF FE WORE OF THE TRADE COMMITTEE

a) Zlaction of officers

12, At the first plenary meeting on 19 lUovember 1956 the following officers
were elected:
Chairman: Arturo Maschks {Chile)

First Vice-Chairman: Enricue Goytisolo Solognesi {Peru)

Second Vice-Chairman: Manuel San Miguel (Ars entlna)

Ragporteur: Daniel J, Bello (¥ax':zo)

B) fub-lomiittecs

13, At the mesting on 19 November 1934 it was agreed that two Sub-Jommittees
should be set up, the first to examine problems relating to payments and
agreemants and the second to study those connectsd with products and the
regional markety The officers olactad for each of these Sub-Committees are
listed below:

Snu-Ccomnittee T (P sments and $:?eements):

Chairman: Antonio Correa do Lage (Brazil)
Repporteur: Luis Pefizloza (Bolivia)

Sub-Committee II ({Products and tie regional market):
Chrirman: Criséloge Erotos (Urupuar)

Ropporteur: Ildefonso A, Britos (Paraguay)

14, In the course of thelr work the Sub~Committes desiznated vavious
working groups to desl with special guzstions, In comnexion with some of
these nroblens the delegations solicit:d and obtaired the techniecel advice
and the opinion of the represcntitives of the Intsrnntional Moneltary Fund
and of the General Agreement on Tariffs and Trade (SATT). The working
group attached to the Sub-lormitiee on Paymonits and npre:mpqts was made up
of repr¢sontatives of Argentina, Tolivis, Fragzil, Pusaguay Peru, and the
United States, the chaliyr being t-ken by ir. Luis Carlevaro LUIugaav) The
working group nominated by the Sub-Cormmittece on Products and the Regional
W¥nrket was composed of members »f the fLrzentine, Bolivian, Brazilian,
Chilean, Cuban, Paraguayan and United States delegetions, and its Chairman

was Mr, José Garride Torrns (Brozil).

/15, The
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15, The Trade Committee, apart from discussing the items on its agenda,
also afforded an occasion for an Informative Regional Meeting of the
General Agreement on Tariffs and Trade (GATT). The GATT held its
meetings on 23 and 26 November 1956,

¢) Secretariat

16, The secretarist to the Trade Committee was composed of the following
members:

Radl Prebisch, Executive Secrstary

Louis N, Swenson, Deputy Director

Esteban Ivovich, Chief of the Trade Scetion, General Secretary to
the Committee

Technical Advissers:

Fusabin Campos
Santiago Macario

Nuno F. de Figueiredo
B. ACEMDA

17, At the meeting held on 19 November 1956 the Committee adopted the
following agendn:
1. Opening addresses
2, Blection of officers
3. Aidoption of the agenda
Ly Adoption of the rules of procedure of the Coamittee
Backeground document: 4
Draft rules of procedure prepared by the Secretariat (E/CN,12/C.1/4)

5. Trade and payments agreements and recent exchange reforms in
selected Latin ‘merican countries.

a) Parities for units of nccounts used in trade between Latin
american countries;

b) Negotintion of multil-teral agreements on the exclusion or
inclusion of invisible itoms:

¢) Specific problems of trade in selected primary products,
6. Problems ariding from bilnteral settlement of sccounts and the

non~transferability of balances,

/Background documents:
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Brckground docum:n:s:

Study of inter-Latin-imericsn trade (E/CN.12/C,1/2 and

E/CN.12/369/Rev,l,, Unitcd Haticns publication, Srles Mo, 1956
I1.G.3 (see chapter V in varticular),

Payments and trace in Letin Amerisa, Current problems (E/CN.12/C.1/3,

Parments and the rzgions] mariet in inter-Latin—-meric:n tride
(&/c0.12/C.1/4).

Inter~-latin-imerican commoriity trmde in 1954 and 1955, Situation
and prospects in 1956 (B/CN,12/5.1/5).

7. Possibilities for exranding inser-Latin-imerican trade in

intermediate and ronufaciured wroducts,

a) Effect of excrange reforms

b} Creation and expangion of industries for the regional markei,
Backeround docunismbar

Payrents and trede in Iotin ‘meriea, Surrent problems (E/CN,12/C.1/3
(sce in particular I.4 "Pecercussion of reforms!)

Poyments and tiiz resionnl worket in inter—iatin-imericon trsde
. . J5ge in warticulr IT, "The regionnl morkot?”,)
(B/CN.12/C,1/L).( I _ £

8. idoption of the repo-t of the mecting.

G, Place and date of next meeling,

18, Each of the two Suc-lomnittees between which the work of the meeting

wrs divided adepted 2 specirl fgerdn, as Tollows:

Sub-Committes I, Peommants and agrocoements

1. Examination of the effoct on intra-regionnl trade of recent axchenge
reforms in certanin ccuniiries of the region.

slternatives with which tha sbove reforms have confronted intoer-
Latin- merican trade through zlearing accounts:

a) nbolition of pilster~l accounts, or
b) their revision =nd co-ordiantion,

2. Praoblems arising in commceyion with tho use of clearing accounts to
promote the establishmoat of nultil=ter-l trade patterns within
Latin smeriea:

a) parities;
b) inter-Central-Bank cradite;
c) ineclusion or cxclusion of invisible items;

d) transfer of brlances;

/e) re-export
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e) re-export regulations, in relation to the system for the transfer
of balances;

f) special measures tc promete trade,

3, Consideration of specific forms of netion suggested in the course
of the recent survey in Lotin .mericas

a) enrly establishment of some method of cirecul~ting inform-tion
on balances and voluntary trrunsfers;

b) medium-torm measures designed to facilitste tronmsfers: application
nf a standard ~grecment; liberslization of trade in given linzs;
working eapital,

Sub=Committee II, Products =nd the regional market

Trade in traditional products

1. Longstanding and recent pr vicis of trade in treditional products:
a) Overpricing;
b) Negotintion of annusl contrrchs;
¢) Prrticipation of State orgenizations in the nerketing of products,
2, Trade policy to be adopted for intra-regional trade in traditionsl
products.,

Trade in manufsctured zoods and the regional rmarket

1. General discussion.

2, Definition of what will be unierstood by the term regionnl market,
wnd determination of its principles or basic chrracteristics.

3, Choracteristies of the products which crn nost feasibly be included
in the regional morket.

L. Scheme for the regional market,

a) Type and degree of liberalization of trade in products to be
included in the regi-nal mnrket;

b) Minimum duration of the regiosnal wmorket -~greerent;

¢) Incorvoration of countries and oroducts into.the regionsl market;
d) Payments systan;

e) Other supplerentary nensvres,

5. Procedure to be followed for the formation or erestion of the
- regional market,

6. Other points to be considered in connexion with the regisnnl market,

/C. ACCOUNT
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¢, .COCUST CF PROCEEDIKGS

1. Intrzduction

19. It is not enough in whe trassert instance -- as on previous
cccasions, and in connexinn with otrer activities of the Cenmisslen -
merely ~ to give an crdierly accourt of the questions discussed snd
the decisions reached at a working-meeting, The achisvoments of
this first session of the Trade Committee must be presented dynamically
enough to allow of the just avpralsel of the adﬁantages secured, and,
at the same time, the determirciicn of .bases for future work.

20.  Through the stuiles carried cut by ECLA in connexion with sconomic
phenomena in the Latin American countries, and through the discussions
and exchange of views hald wrer the segis of the Commission, a better
grasp of the situation and of the problems te be =olved has gradually
beer obtained, and increasingly accurate and thorcugh analyses of the
real position in Letin imerica have hecome possible.

21. Such studies have a’so helped 2o create a commen consciocusness of
fundamental guestions, which nzs provided the basis for further
undertakings and for deeper research into the real nature of the
situation, There can be no foubt that the wltimate aim of such
studies has been, and still is, to assist in improving standards of
living in all the Letin Ameriecan republies, thouzh on occasions the
choice has lighted on those countries whese svecizl circumstances
render the solution of thzir problems a more pressing necessity.

This does not mean that due consideration has not Lesen ziven to the
results of othsr countries! exoerience in analogous situations.

22. With specific reference to the subjécts dealt with by the Trade
Committee, attention should be calied to the following background data.
Trade is and has been a pre-requisite for the maintenance of the lavels
of econcmic activity in thke Latin 'merican countries and for the
promotion of their develcpment; hsnce, one of the first ways ¢f

/ensuring the
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ensuring the practical application of the studies previously carried out
was by placing on record a clear definition of the undoubted importance

of trade for raising the standard of living of the peoples of the regicn,

23, To this end, it was necessary to clarify various points of view which
were deeply ingrained in those responsible for the policies to be adopted.
In effect, there were some who thought that all efforts shoulid be aimed

at encouraging traditiocnal activities in most of these countries, which are
primarily agricultural, and produce foodstuffs and industrial raw materials;
and thét full advantage should be taken of favourable environmental
conditions and of the experience acguired, without any attempt at
industrizl development, since in any case tne increased resources

accruing from the scle of such primary products would be used for the
purchase of goods produced by the industrizl countries, and a

satisfactory formula for the internasticnsl division of lebour would thus

be established, What actually happened was thst under such conditions
less advantage was taken of the human rescurces in which Latin America

is so rich, and is likely to become even richer, since the introduction of
improved techniques in agriculture and in primary production in general

-~ 8 pre~requisite of higher productivity - means that there is not
sufficient work for some part of the active population hitherto occupied

in this branch of economic activity. Such a situetion exerts an

adverse influence on the level of wages, preventing them from rising

in consequence of the greater productivity resulting from better
technigques, snd thus csusing a deterioration in the standsrd of living

of the peoples concerned. It seems much wiser to make simultaneous progress
in industrial activity, which would utilize the preductive effort of the
population with a view to total employment, a proceeding that would

be in nho way incompatible with the maintenance and even the

increase of traditicnal agricultursl production,

2h. In contrast, others assumed that the best path to follow was the applica-

tion of the greatsest effort smd the leargest proportion of resources to

/industriaiization as
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industrialization as a means of accelerating the economic development of
their respective peoples, ani ho rele-stion to a secondary plane of foreign
trade in exportabls riaary ﬁrodﬁcts, ir order to attéin as quickly as
possible the higher standarcs of living characteristic of the more
industrialized countries. In such cases it had also to be pointed
out. that the development of productioan for export would not conflict
with a process of industrialization which, while absiorbing surplus
manpower, to the benefit of the community, would ensure higher intome
and would thus facilitate the acquisition of the goods recquired for
industry, since they couid be largely derived from the country'!s oun
domestic activity.

25.  Asain, 1t was observed that to encourage only export activities
by promoting the production of agricultural or pripary products might
nullify the benefits of the belier techniques employed, since

the surplus manpower that existed because the intrcduction of such
techniques had not been accompanied oy a proportiorate effort towards
industrialization would constitute & burden on these economies, ard

a relative decline in wages would ensue. This would be & serious
obstacle tc ény improvemens in the standard of living of the
population concerned. It was admitted, certainly, that the road
towards industrialization should be followed stage by stage, and that
thus it would be desirable at first to produce articles whieh

could replzace imports, due advantage being taken of the countryf’s own
resources, both natural and human, so that the increased capacity to
import could be used for obtaining cther goods required for industry.
This would not mean that trade with the industrial centres was reduced,
but simply that a chanie would take place in its composition. Such a
phenomenon has already been noted in certain Latin American countries,
which have witnessed an increase in tne volume of their imports at the
very time they when they were registering greater industrial development,
26. It is impossible to disrsgard the arsument that indiscriminate
industrial development is not advisable. In fact, it seems wise for

/countries to
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countries to'select those industries where the combination of their

own natural resources with other favourable conditions implies that
productivity in the initial stages will differ least from the levels
attained in the large industrial centres.

27. At a later stage, consideration could be given to heavy and semi-
heavy industry, whicih require consumer areas much wider than those
contained within the bounds of the Latin American countries, and which,
if they were to be established in optimum conditions, would need to be
able to rely on broader markets. In the search for a satisfactory
solution to this problem, attention was devoted to the procedure
adopted by highly industrialized countries, such as those of Jestern
Burope, which, in fsce of a similar problem, had not hesitated to effect
their integration through the European Coal and Steel Community, in
order to avoid the setbacks they had already experienced as a e¢onsecuence
of the policy pursued by each one within its own area, to the detriment
of any expansion of activity. Similarly, in those Latin American
countries that have encountered the problem of limited markets to

which allusion has been made, thought has been given to the
desirability of forming integrated areas for trade in certain industrial
zoods, as a step towards the development of the resultant productive
activities. In any event, an attempt would be made to select
industries which would afford equal opportunities of developmentito all
countries in the region, by means of new productive activities of a
complementary nature, These would be considered with due regard to
the special aptitudes of the countries themselves for taking adequate
advantage of the common market in question, and would allow new
reciprocal commodity trade flows to be established in future inter-
Latinlﬁmerican commerce,

28, Once the importance of trade as an instrument for the maintenance
and development of the economic activity of the Latin American countries
had been determined, the secretariat, in compliance with resolutions
adopted by the Commission, proceeded to carry out the study on inter=~

/latin-fmerican
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Latin-American trzde &/ areserted to tLhe sixth session of the Commission
in fugust-September 1955. At t1ab time resolution 101 (VI) was adooted;
under its terms, the Trade Ccmmizise was created with a view to the
intensification of inter-Latin~-imerican trade without prejudice to the
expansion of trade with otier recions, ard with due regard to the
fundemental necessity of increasing over-all world trade. Tre
Committee was therefore reauested to study, inter alia, the payments
problems arising especialily in certain countries in Latin America, the
trade policy vursued and 2ll those circumstances which had been
observed to constitute the MOst seriouvs hindrances to commercial
development, in order that i: might supggest whatever resolutions it
considered appropriate.

29. As a preliminary to the work of the Committee, the ECLA
secretariat descided upen the preparation of supplementary studies, to
be undertaken by the secretariat!s own Trade Section, with the
assistance of the experts Mr. Bussbio Jempos and {ir. José Garrido
Torres, from Argentina ard Frazil respectively., The working group
thus set up carried out = survay in the seven countries of the
Southern Zone of Latin America which sad the largest share in intra-
regional trade and were sncountering the most serious obstacles tc the
continuation of such activities.

30. The survey mentioned provided an opportunity for broader
understanding_of these problems, since the zroup established contact
net only with those Government officials responsible for trade policy
ard the negotiation and implementaticn of agreements, but also with
such private sectors as ﬁlay a leading part in such activities.

The sectors consulted did not confine themselves to describing the
obstacles encountered in the cowrse cf their éétivities, but also
helped to formulate suggsstiors as to tne measures that would have

to be adopted if an attempt were to be made to remedy such drawbacks. 2/

L/ Op. cit. See note 1.

5/ See E/CN.12/C.1 /4.
/3. The
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31, The studies referred to certainly directed the attention of the
various countries towards theose key points in the situation which
required consideration if any improvement was to be achieved; _
moreover, they gradually created a common consciousness of these protlems,
as well as providing more efficacious pointers to possible sclutions.

The findings of the research undertaken were embodied in several
documents which were sent te the member countries for their consideration.
These studies permit an accurate appreciation of the problenm. As has
already been stated, most inter-Latin-American trade is conducted in

the Southern Zone,and over the past few years - except in the case of
Peru - has been developed,among the countries covered by the survey
through a system of bilateral clearing accounts. The countries in
question were oblized to adopt this system because of the situation
affectinz their best customers ~the countries ol Western Europe- as

a result of the Second fJorld war, and because they had to maintain

their terms of trade not only with these latter but also with

countries in the Southern Zone of Latin America itself, which, for
similar reasons, had no transferasble foreign exchanze to use for their
reciprocal trade payments. The payments and trade agreements in force
between them offered them a means of expanding their reciproecal trade
operations, without reed for payment in cash, since they were able to
take advantage of the swing credits established for this purpose. Moreover,
their operations were thus exempted from foreign competition, a circumstanece
which in turn frequently led to a sacrifice of the quality and price

of the products purchased while some semi-finished and manufactured

goods also came to be included among the commodities itraded within the
regiocn. Such practices had obliged these countries to keep their
markets practically in watertight compartments, and had prevented

them from taking advantage of the lower prices or more favourable
conditions of fered by other countries,

32. The secretariat study coincided with the adoption by some of

these same countries of new measures of ecconomic poliey, as well as

/with exchange
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with exchanse reforms aimed at scme degree of multilsteralism and
liberalization of trade, which gave rise to new terms-of-trade
difficulties., In effect, with the abolition of the import licences
vhich formerly constituted a msans of determining the source of

imports, the importer can now duy new products on other markets,

At the same vime, the fact that the units of account have not been
accorded parity with the transferable dollar has in other cases reduced
the possibilities for using them, with +he netural result that the vendor
of products to be negotiated througnh the agreements guotes higher prices
to indemnify himself for tae smaliler amounts ne will receive in payment;

this still further discourages such operations,

33, The conclusions of the secrotarist studies determined the topics
discussed by the Committee, whica dealt principslly with two questions,

The first was the problem cof payments, in which context an examination

was to be made of the intre-regional trade position in the countries

of the Southern Zone, which, becausz their trade was effected through
payments zgreements - that is, on a bilateral basis - were expiriencing

very serious difficulties in their trade within the region, the aim

of this examination was to study the pessibility of ¢liminating such

accounts, or, if that provzd Impessibl:z, of adjusting or co-ordinating

them so as to mitigete tneir drewbecks and thus find a way of effecting
voluntery transfers of belances which would facilitate the liqpidatiqn

of debts resulting from such trade, as a first step towards broader
multilateral formulze, The-second arestion was tha: of the _
comodities traded, and here a distinciion was drawn between traditional
products and manufactured goods, The objective was to remove scme of

the obstacles to trade in these products, such as overpricing, and the lack
of continuity in the negotistion of egreements, further accentuated by the
intervention of cofficisl agerncliecs as contractors. For there was a clear need,
as Was pointed cut by scme of the existing industries, to maintain complementar

forcign markets and even e®pand thom sufficiently for the suecess cf current

/manufacturing operacions
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manufacturing operations to be promoted and the creation of new industries
fostered. In the studies prepasred for the Trade Committee it was considered
that this result could be more easily achieved through a multilateral and
competitive regional market than through marketswhich were of a strictly
natiocnal character or in which there was limited complementarity between two

countries,

34. When the work of the Committee began, the interest aroused by the
studies prepared was ¢learly evident from the list of countries and
organizations represented, as well as the very large number of special
observers attending on behalf of private development activities., During
the meetings the views of non-member countries were expressed, besides those
of representatives of private enterprise, and these opinions will
undoubtedly be taken into account by the secretariat in the course of

its further studies in this field.

35, Some indication must be given here of the impertance attached by the
various delegations attending the Committee to the work shead, and of the
results anticipated. The following concepts were put forward in statements
made at the inaugural meeting by couniries represented:' '

a) That the preliminary studies before the Committee had given a
complete picture of those trade problems which had a profound
effect on the economic life of countries parties to payments
agreements,

b) That through the work of the meeting better understanding snd
co-operation would be achicved among the countries in the region
which were affected by such conditions;

¢} Thet the time had come to consider practical measures which would
facilitate the solution of common problems, The examination
of such problems by all the countries together and not only by
each one individually, would help to overcome the difficultics
involved, since the measures to be adopted would transecend the

diimited sphere of action of each separate country;

/d)  That
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a)

e)

£)

g)

h)

i)

)

That the conviction prevailed that the solution of intra-
regional trade fifficulties -world pave the way towards the
expansion of Urade witn cther areas;

That the aim should ke a sradual liberalizetion of trade
relations, whereby bilateralism would be discarded in
fawur of an increase in cver-all trade. A transition
period should in any case be envisaged which would mitigate
the effects of any sudden change of system; and for this

purpose tlose co-ordination between existing agreements

" should be sought, and transferability of balances promoted

as a step towards rultilateralism;

That no measures of policy ought to be adopted which
repeated the errors of bilateralism or conzinued certain
discriminatery trade practices and that with a view to
long-term develcpmant, restrictions and official controls
should be reducsd o a mininum;

That some contribu-ion might be made to the maintenance of
established industries and to the promotion of future
industrial zrowith, since that would eventually lesad to

more vigorous ragional development;

That the atmosphere of the Committee would be favourable to the
frank expressicn of opinions and views, a fact which mighe
help towards a clearer understanding of the situvation and a
more efficient co-ordination of effort;

That although the problems irere extremely complex, and possibly
not all the prozress required for their solution would be
made, it shou'c be possible to achieve some co-ordination of
effort and the preparation of more important measures for the
future; '

That once existing obstacles had besn remcved, an expansion
of commodity trade miznt be expected in view of the region's

potential resources;

/k) That
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k) That the suggestions made in the studies would have to be
adapted to the dictates of economic policy and-toc the foreign
trade position of the countries concerned, and that the common
denominator which it would be possible to reach on the present
ocoasion could not be determined beforehad;

1) Thst the foundations had to be laid for co-ordination between
the individual countries! economies, with a view to achieving
closer co-operation whereby ths capzcities of all could be combined
in the interests of improved production, to the benefit of the
entire region, and

m) That the encouragement of exports would provide means for financing

imports.

36. The delegation sent by Spain in an observer capacity drew the attention
of the Cocmmittee to the fact that in view of the similarity between Spain's
trade and payments problems and those of the countries of Latin America,

the former was especially intcrested in participating in any Latin American
multilateral payments system and in any organizations that might be created
with a view to the expension of trade among the couniries of the region and
between thun end other parts of the world., The delsgation zlso expressed
its countryl!s intersst in taking part in the course of action designed to
promote the exchange'of information ¢n the state of the clearing account

and the transfer of their balences,

37+ The representative of the Internaticonal Monetery Fund stressed that
agency's interest in removing obstacles to world trade, smong which the most
serious was bilateralism, He offered the collaboration ol his organizaticen,

of which all the countries taking part in the Committee were members,

38, The representative of IA-ECOS0C said that this organization was convinces
that the regiont's economic developiment depended on the volume and vigeour of
its foreign trade, and that one of the immedirte objectives for the progress

or regional trade would be the establishment of a multilatersl payments system,

39. The representotive of the GATT in turn pointed out that his organizationt
primery objective was the organization of trade in all ecuntries, and that this
was considered to be a means of raising standards of living, improving the

Jutilization of
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utilization of world resourcezs and coniriouting to the progressive development
of national economies. He also indicatel that the Executive Secretariat of
the GATT was prepared to collaborate in the work of the Trade Committes,
Just as it had helped other countries to deal with similar situations and

to put into effect projects resembling thiose under concsideration by the
Committee. The GATT had scquired scme sxperience in recent years on the
subject of ecommon markets, and should the Committee adopt the measure of
creating a regional commodities market, the matter should be placed before
his organization so that the necessary authorization might be obtained,

25 had besn done in the czsz of the Surcpean Coal and Steel Cormunity and

in that of the Free Trade Agrezient between El Salvador and Niceragua. Cne
of the delegations requested tne Cormittce that note be teken of the desire
of those countries which were Contracting Parties of the GATT that a
recommendation should be made to this orgenization inviting it to convene
Latin American regional meetings whonever future meetings of the ECLA Trade
Committee or the General Sessions of the Commission were held, The request

was seconded by other delisgaticns.,

LG,  Various special obscrvers, whe attended the Committes meeting on behalf
of privete firms and organizations, made state&entsé/£o the effgct that the
industrizal development of the Latin fmerican couniries under consideration
called for a study of ths possibility of complementary integration of new
industrial programmes with a view to bullding up a coamon regional markst,

In such a market the formalities that et present had 2o be complied with in
trade between two or more cowitries in the zZone would be eliminated.  Some

of these observers pointed out the desirabpility of the ECLA secretariabtls
undertaking studies on the prevailing situetion in certein of the existing
industries.

L1,  hn cutline will now be given of “he proceedings of the two Sub~Committee:
between which the work of the Comnittes was divided cn the basis of the gencra

r?f
and special agendas adopted,-/ together with the results of .the discussions held

6/ See Informetion Papers H°s 14 to 19,
7/ See paragraphs 17 and 18 of the pressnt report.

/2. Payments



E/CN,.12/C.1/7/Rev.1
Fage 25

2. Payments and Agreements

42, The following facts were emphzsized during the discussions éf the
Committee on questions of Payments and hgreements:

a) That 90 per cent of inter-Letin-fmericen trade is concentrated in
South fmerica, and of this 85 per cent is conducted through clearing accounts
resulting from bilateral agreements in which neither Peru nor Venezuela
participate., These two countries - like those of the Northern Zone -~ have
remained within the free-convertibility régime and hence do not have to cope
with the problems touched upon by the Committee. For this reason, the
situation under consideration does not affect them except as members of the
Latin /merican community who are anxious that all the countries of the region
should attain optimum economic conditions;

b) That the value of the exchange obtained from trade effected through
clearing accounts within the region is in many cases lower than that of
convertible exchange, a situation which results in higher prices for products
purchased within the region;

c) That outstanding balances accunulate from time to time, causing a
freezing of resources of creditor countries, which occasionally has special
repercussions on private exporters, who do not receive the price of their
sales until the situation improves;

d) That the agreements in force mzke no provision fer uniform treatment
for the payment of services and other invisible items, so that such payments
have to be effected ouiside the agreements - accounts, whence difficulties
in making them scmetimes zrise;

e) Thet some countries in the zone - particulerly Argentina snd Chile -
have recently modified their exchange systems and trade pelicies, thus creatin,
new disturbances and difficulties in intra~regional commedity trade; and

f) That in the case of Chile the new measurcs had led to the accumula-
tion of balances in its agreement~accounts with other countries of the ares,
and that it was studying ways and means of recovering equilibrium; while in
the case of .rgentina, the meésures adopted have raised the market price of
its export products, because, when importers within the region prefer to
liquidate their operations in units of account, the vendor is obliged to
raise his prices in order %o indemnify himself for the smaller sums received

J/on deals
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on deals negotiasted at a rate lower than that of the free market, This has
indvced Argentina to conclude zgreements with Paraguay - which it hopes to
extend to other importing countries ~ so that by means of an agreement-dollar
market mechanism supported by the Jlentral Bank, for negotiating units of
account at the same level as transferabl:z currencies, the exporter may receive

the same sum whether or not he operates in units of account.

L43. With regard to the yreceding points, the following opinions were expresec
in the Committee: ' _

a) That the bilatera’ system show.d be replaced by that of free
convertibility; '

b}  That such a process should take place gradually, in order to avoid
reducing the volume of trade and to allow scome countriss to male progressive
adjustments to the new situation, so as to facilitate the expansion of trade
at the highest possible levels;

¢) That under these sircumstances it would be advisable to embark at
once upon the search for scme machinery to permit the transfer of account
balances from one country “o enothers
- d) That the constent fluectuations in commodity prices resulting from
exchange conditions have intrcduced a n:=w factor of disequilibrium into the
buying and selling capacity of the diffzrent countries;

e) That non-convertibility is often caused by disequilibria in the
econcmies of the countries concernsd and can be remedied only tarough the
implementation of satisfactory monetary and fiscal poiicies - as has been
observed in those countries which have abazndoned their former bilateral
régime -, and that the ligquidaticn of frozen balances would be the first
step to be taken in this direction; |

. ) Thet economic developmont is affected by th2 watertight conpertments
into which trade is divided as a consequence of bilateral agreements, since
such a system restricts the purchese of goods required for industrialization;

g) That lack of the necessary factors of production reduces the
possibilities of productive zctivities; and

h) That an unsat:sfzctory economic policy is reflected in low standard

of 11V1ng N
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Lh. To remedy such a state of afieirs, the Committee was of the unanimous
opinion that it was advisablc to apply the following measures:

a)  The introduction - since it was impossible to proceed to the
immediate eliminstion of the bilateral agreements in force - of certain
reforms in present conditions, which the individual countries themselves
might consider practicable in their own peculiar circumstances, in order
to modify existing situations due to bilateralism and to bring about a
gradual evolution towards multilateralism; and

b)  The immediate initiation of a study under the direction of the
most highly-qualified experts attached to the Central Banks in the
peyments-accounts countries, with a view to determining as soon as pessible
the joint measures to be adopted for the purpose of transforming the

bilateral clearing system and advancing towards increased convertibility.

45.  The delegations of those countries actually bound by such agreaments
were all of the opinion that, even without awaiting the termination of

the studies in question, it was possible to decide on the advisability

of transferring the balances in thelr respective accounts, on 2 voluntary
basis in each instance, so that the liguidation of operations in the zone
might be faciliteted and the situation during this transitory stage might
be improved. The Committee noted that the feasibility of the messure was
demonstrated by the fact that in recent years intra-regional compensation
possibilities had patently improved, The delegations mcntioned were of one
accord in suggesting thet a feasible means of achieving that objective was
to establish equal cuotations in their respective markets for units of
account and convertible currencies; and the conflicting views zrising from
one representetive's objection that it was not easy to attribute the same
velue to freely convertible currencies as Lo the units of =zccount, which
could only be employed in a more restricted area, were successfully
reconciled, when the principle in question was made espplicable currently
whith these indiceted below.

/b, Agresment
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L6,  Agreement was also reached on the need to maintain future prices,
in trade operstions between paynents-acccunts countriess, at levels not

higher than those preveiling on the worli market,

47. One delegation pointed out that the transferability of balances

would be practicable only if thne agreements provided anple swing

credit margins, since it weuld thus be rossible to overcome difficulties

in the prompt settlement of balances deriving from declines ia production
cdue to seasconal factors or other circumstances beyond the producers?!
control, In this way a simpler procedure would be acceptable when the
transfer mechanism was used for amownts in excess of the swing credits,

In any event, care would have to be taken not to fix such crediis at
disproportionate levels, so that they should not become in effect the creditor
countryl!s investment in the cehtor country, to the detriment of the former's
own economy.The parties to existing bilateral agreemants finally decided

to collect informaticn on tic amoant of the balances of their respective
customers with the aims of promoting trensfers, and to consider, in the
light of the data thus cbtained, the advisability of establishing norms
which in the future would serve zs a hasis for transfers and even for

the creation, should the case arise, of some organ or agency which would

facilitate the effecting of the transfers in question,

48, In the opinion of the delegazion of ancther couatry, private
credits might replace those granied by the Central Banks through the
application of the stipulstec swing credits, and, in consequence and
for this purpose, the maintenance of the bilateral accounts would not
be necessary; it was remarked, however, that this would mean diverting
large rescurces in the form of convertible currencies which were

currently used zs working capitel for trade with other regions.

L9. As regards the desirability of including invisibles smong the payments
authcrized to be made through the agreement—accounts and of effecting
payment for such items on a “a2sis of parity with the convertible dellar,
some delegations expressed their anxiety lest this might make it impossible

to use the sums regisitered in the accounts under the head of invisibles,

/as at
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as at present, for the compensation of disequilibria in balances in
wnits of account., In contrast, other delegetions pointed out the
difficulties involved in the control of movements of this kind and the
advisability of extending liberalizing measures to cover the elimination
of invisibles from the accounts., It was finally decided that specific
invisible items should be incorporated in such measures, under the terms

of the resolution adopted by the Committee in this connexion.

50, When the possibility of re-exporting goods traded on account from
one importer country to a third party was considered, the opinicn was voiced
that the wisest course would be to settle each case as it arose, by direct

consultation between the parties.

51l Resolution 1 (I) adopted by the Committee in connexion with these

problems, embodied the foregoing decisions,

'3, Products and the regional merket

a) Treditional products

52. In connexion with this topic the following points were brought out at
the Committee:

a) That in the case of these preducts, the level of productivity
attained in Latin America wasg very satisfactory;

b) That a substantial proportion of intra-regional trade in traditicnal
products had been conducted precisely through the payments agreements;

¢) That for some of these products prices higher than those prevailing
on the world mrrket had been quoted in units of account;

d) That trade in certain items handled through the agreements was
negotiated by means of arrangements of short duration which introduced
elements of uncertainty or interruptions into trade in such products;

e) That in given instances the intervention of state orgenizations
or enterprises in import or export trads of thié nature had led to
cperations which were disadvantagecus to the parties;

) That illicit trade in some of these commodities had increased,
which meant that the agréement~accounts were deprived of the corresponding
income, and that for this reason balances were meintained at unduly high

levels; /e)
g} That
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g) Thet the adoption of exciarge reforms and new trade practices in
several exporter countries had given rise to further disturbing factors;

n) That some of the countrics taking part in regular trade in these
producits nad been effecting substantiesl purchases outside the region;

i) That certain Latin Americen countries! liberalization of the
import licence régime had also helped to divert import trade towards markets
of origin outside the arez, and ,

J)  That the increase in the output of synthetic raw materials was

bound to reduce the natural market Tor primary products,

53« When these aspects of thz problem had been definesd, comments were made
by participants in the Cocrmittes to the =ffect that a greater liberalization
of intra~regional trezde in trazdiiional products would constitute a very

important incentive for 1ts erpansion,

54, The delegations werc unenimous in their expression of the view that the
sale of products at world market prices would facilitate operations, and that
the best approach - in the opirion of almcst all the delegations — would be

to establish equal quotations for units of account anc convertible currencies.

55. Some delegations pointed oui thet certain barter transactions had enabler

trade in the products concerned to be mezintained at high levels.

56. The Committee reached the decisicrns incorporated in resolution 4 (I),
after some delegations had expressed the view that the proposed liberalization
of intra-regional trade ccnstitubted a first step towards broader measures
relating to other geographic aress, to ths axtent pernitted by the belance-
ofwpayments situations of the Latin American countries, and with the aim of
meking a satisfactory contributicn to the expansion of world trade, an aspira-
tion shared by all the countrics ropros:nted at the meeting, One delegation
stressed that diseriminatery exchznge rates should be discontinued for imports
traditional products, urléss the restrictions were justified by payents
difficulties, Another poinied cut that preferences might nevertheless be

maintained when the genersl intosrests of a given national economy were involvec

/b) Menufactured
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b) Manufactured goods

57, The following data emerged from the statements made before the
Committee: ' |

a) That idle resources, both natural and human, exist in the
Latin American countries, as well as others of which thé best use 1is
not beine made, since if they were utilized in an appropriate industry
their productivity would be greater, and the standard of living of the
populations concerned would also be higher;

b) That some of the countries of the region are prevented by
the shortage of foreign exchange resulting from the small size of
their export market from obtaining the manufactured goods they need
both to meet the requirements of their populations and to increase
their degree of industrialization, an essential pre-requisite for
raising their standerd of living;

¢) That the 1ével of trade in manufactured zoods is relatively
low, owing to the quantitative restrictions imposed on imports in
order to protect domestic production of a similar nature, and also
because they are not marketed in competitive conditions as regards
prices, quality and even payments;

d) That the system of bilateralism which has existed in the
region since the Second World War has led to the formstion of water-
tight compartments, and that this has facilitated the establishment
of industries preducing manufactured soods capable of replacing those
formerly obtained from the traditional industrial suppliers, even

~enabling them to secure a large share in the market as far as other
countries in the region are councerned;

e) That on several occasions the process of industrialization
has not been properly directed and has not operated with satisfactory
efficiency, ard that the prices of many manufactured goods have
therefore proved excessively high,lso that, on renewal of commercial
relationships with industrialized countries, they have been rapidly

ousted from trade;

/f) That,
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f)  That, undar the sceimulus of circumstances favourable to the
operation of industries producing geods wnich ceould net at that time
be obtained cutside the regior, similar enterprises were installed in
ad jacent countrics; and thet such enterprises now encounter diificulty in
selling their products, wnile at the szre time they constitute installed
capacity which is in excess of thz pessibilities open to them, and thercfore
has to remain idle, to the sericus detriment of the economies of the
countries concerned;

g) That a beginning has zlready been made on the installation of
light, semi-heavy and even heavy industries which by their very nature
reguire abundant resources and more complex techniaues, and consequently
must have access to sufficiently large consumer areas; and

h) That, to judge by the experience of the industrialized
countries, the instellaticn of sanl-heavy and heavy industries, if
they are to operate on adequate technical bases, czlls for such large
markets that those of the Zatin Americen countries, taken individually,

may in meny cases prove too snall Lo permit their devslopmont.

57. On the basis of these date, he following opinions were expressed in
the course of discussion: .

a) That it was necessery to co-ordineste the resources and efforts
of the letin Americen countrics through the creation of a regional
merket that would open up wider sales prospects for their industrial
products; only thus could the drawbacks encountered at earlier stages
be avoided, through the utilization of installed capacity which st present
is standing idle, because it exceeds the limited consumer possibilities of
the countries concerned;

b}  That the Furopean Coal and Steel Community provided an example
" of vhat could be done by countries at a nore advancec stage of development,
in face of new situations in whicn greater solidarity and co-~cperation
had been achieved, thanks to the interest felt in maintaining and developing
bhasic activities; 7

c) That the creation of a regioral market would enable ali.the

countries to decide what e¢nterprises to install in the conditions most

/favourable to



E/C.12/C.1/7/Rev.1
Page 33

favourable to them, since the alternative solution that had been considered,
consisting in distribuiting the possibilities of industrial activity among
two or more countries of the region, and thus setiing up a kind of
monopoly, wWas not acceptable to countries interested in fostering their
economic development; i

d) That the creation of a regicnal msrket constituted a means of
affording every country in the region an opportunity of undertaking
development activities, without diserimination, since, in any event, it
seamed practicable to attract the interest of investors, who are always
prepared to place their capital where possible operating conditions
will alow them to work successfully on economieslly sound bases; and

e} That rational industrialization, rather than limiting
international trade, tends to increase and expand it by developing a
wider range of export products and augmenting the eccnomic potential
of the country concerned, and thus creating new requirements of goods

essential to-the latter!s own industrial activity.

59. The Committee also noted the need to standardize products as a
measure to give them easier access to markels, znd the representative of the
Inter-American Economic and Social Council stated that his orgenization

was zlready engaged on the relevent study, since it was convinced thatl

the rational development of industry tended to expand rather than to

restrict international trade,

60, The delegations agreed thet it was necessary to define with
absolute clarity and precision all points relative to the possible
structure of the regional merket and the most suitable procedures for
bringing it into being, The Committee decided that the pertinent
studies should be carried out, and to this end recommended to the
secretariat that a group of experts be formed to complets the research
already undertaken, It was felt that this measure would facilitate the
transition to a broader system of multilateral trade within which the
possible building-up of a regional market would contribute to the sound

develomment of Latin America's industries, {See resolution 3 (I).)

/61, In
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6l. In view of the suggecstior. pu:r ferward by scme delegations thet
international commitments particularly those contracted through the

GATT, should be taken into account in the carrying-out of the study,

the Conmittes took note of Lhe ECLA secreteriztts stztement that in due
course it would discuss with the Executive Secretariat of the GATT

the possibilities offered by tne Agrecment for putting into practice

the formule for 2 regional aarket to be recommended by the group of
experts, The ECLA secretarist slsc declared thet =2t future sessions

of the Committee it would rzport on progress made with rcspeet to common
merkets in Furope or other poerts of the world, so that adventage might be
tzken of such experience s1.d due considerstion might be given to the
possible repercussions of the mecsures concerned on Latin Americals trade

with other arcas.

62, It wes =2lso decided to carry out, on the basis of the foregoing
considerations, mere thorouzh studies aimed et drawing up an inventory
of industries currently existing in Latin America, in order to determine
what measures would be advisable to solve the problems deriving from

the parcllelism end idle capacity which have already been described,

(See resolution 2 (I).)

/Part 1T
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Part 1I

RESOLUTICHS ADOPTED BY THE COMMITTEE

63, Lt its first sossion, the Trade Commit%ee adopted tae following
resolutions:
1 (I) Gradual establishment of a multilateral payments régime
in Latin America
2 (1) Preliminary studies for the crestion of a regionsl market
3 {I) Procedures for the crestion of & regional market
4 (I) Trade in traditional products
5 (I) Place and date of the next session

/GRADUAL
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GRADUAL ESTABLISHMENT OF A NULTIIATERAL PATMEKRTS REGIME
TN LATIN AMERICA

Resolution 1 (I} adopted on 28 Novenber 1956 (E/CN,12/C.1/8)

THE TRADE COMMITTER,

CONSIDERING that the studiss carried out bty the ECLA secretarizt and the
discussions of the Trade Comaittee suggest that it would be desirable for
certein countries gradually ard prcgressively to adapt the bileteral
payments agreements and proceduares ir force between them to multilateral
systems which will facilitate the expansion of trade at the highest
possible levels;

That obstacles to unrestzicted multilateralismnstill exist, and that
it is therefore advisabls “hat the trensition from on:z régime <o the
other be effected without causirg & contraction of the volume of
trade;

That the best practical results would be the setting-up of
a working group, comprising highly-cualified experts from the payments-
accounts countries, to study altornative solutions and steps to be
teken;

That the Ststes members of ECLA are also members of the International
Monetary Fund, and that the collaboration of this Institution would
be of the greatest vzlue, aad, further, that in view of the experience
acquired in such matters by the Organization for European Leconomic
Co-operation, the techniczsl co~operation of both organizations with

the ebove-mentiocned working grcup would »e desirable;

/That it
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That it would be desirable for the Latin smerican countries betweean
vwhich bilatersl npresments are in foree to exchan-e informiticn on balaneas
in their intra-regionsl payments nccounts, thus openins up the possibility
~f compensnting those balaneces the recirrneal transfor of which is arreed
upon by the countries in gquestinn; and

Th~t the experience thus acquired will indiecate the nreliminary steps
that should bc taken or the alternstive solutions which wouid have to be
stuldied in order srrdunlly to arrive at ~ multilaternl pryments systom,

I. RESCLVES:

1., Tn invite the Central Banks, or, seccendarily, the apprepriste monstary
authority in those Latin imarican countries that maintain bil-teral
azrecments mong themscives, to set up = Workins Group which would study
the possibilitics »f craduslly establishins a multilaternl payments ré~ime
and would suwizest the me~sures hest enloulated to nchieve that end, This
Werking Group shall present the findines of its studies nt the carliest
possible data to the Trade Committee, which will consider them at a
forthcoming session,

2.  The Workins Porty sinll have ot its Adisposrl ~ny technical stulies
rrovided by the ECLL scerctrriat and throush this sceretariat shall request
the technienl nssistanee of the Internaticn-l Monotrry Fund, It shnll
likewlsc be empowered to msk for the assistance of the Oreaniz-tion for
Eurcpenn Economic Co-nperation,in view »f its cxpericnee in the operoticn
of the Buropean Paymonts Unien, and the ceollrbor-tion of other intern~tionnl
orzanizaticons, of the monetary suthoritics of ~ther Stotes members »f ECLL

and of experts employcd =t its request by the ECLA gecret-rint,

IT., TLKES NOTE hat the Lotin imeriecan countrics bhetween which bilatornl
payments ~orcements are in force are rrepared, durins the tronsitional reriod
before the multiinterniism envisn~ed in this res>lution ean be achiuved,to
apply mensures desirmed to impart srecster flsxibility to their existing
payments relrtions; and thot likewise, to this end, and as steps towards
prbqru331ve rultil~toralism, the said countries Jeen it alviscble bo ndonmt
nd apnly concurrently, at the time they consider propriate, the fellnwin-

brsic nrinciples:

/) Souml
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a) Equal quotations for uniss of account and convertibls currencies
on the exchance w-rkels enpearaca, for the same onersilons;

b) Trade 2t nrices nrt kishor thon those orevniling on the world
market. If no hases for comprrison ars available, quotations
shall not exceed prices pnid by ony third country unler the sane
conditions;

¢) Poyment throush the noresment-scecounts of the following items,

inter alia:

1) the vrlve of “raced cormodities;

i1} freirnt charpes relnsing to direct traffic;
iii) insur-nce -nd re-insironce;

iv} other erpeniiturcs naccssory to trade;

v) other iters -~ mucd upon by the contracting parties;

d) Reciirocal ercdits ndeyuiits Tor the srtisfretory develenment of
trade, Adue allowance boln~ waule for seisnnnl fluctuations;

2) automatic transfsrs to thoe ngosunts of other countries participating
in the system ~f tr-nslzr =f telences, throurh commurication with
the Central Bank »f th: dahisr country, of sums in excess cf the
stinulated swins croidits;

f) Trensfer from ~no t) ~nother »f the absve-monticned countriss!
aceounts, by priosr agroerent between the Centrol Banks concerned,

of Tavourable brlances withir the swine crediis,

IIT. TiKES NOTE likewise that the s~id countries,in orier te freilit-te the
voluntory reciproeal transfor -f the bhalances in thzse sccounts,are willing
to exchansze information ericdically »ni ocopertunely, throu-h the
spmropriate Central Banks, or, fiilinz these; the monci~ry cuthoritics, o
the st te of the clearirg accounbts in force between the countries concerned;
and thot, should it be neecessary to set up special machinery to focilitote
this task, the sccretrrints of ECLA and of the Intermationnl Menetary Fund

shall be requestcd teo suseest the bascs for its encrsation,

/P DITGINARY
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PRELTIINARY STUDISS AR THS SRELTION OF » RENICURL | ARKET -
2

Resolution 2 (I) adonted 28 Novumber 1756 (E/CN.12/C.1/9)

THE TRADE CCMMITTEE,

CONSIDZEING thet the problems arising from the parnllelism and idle
capacity existing in certsin Letin .mericsn countries lead to anti-~econeoric
operational conditions, and that this situation raises costs and cunsumer

pricesy  and

MIFDFUL that these conditicns are partly attribmtsble to the smnll size
of the individual countries' markets,
RECCIMIMENDS to the sccretorist

1) That it proceed to mnke nn inventory of existing industries in
Latin fmerics with o view to datcrmining whrt mensures are sdvisable in
order to remedy the situction described rbove; and

2) That it present reports on the vrogress of these studies to the
Trrde Corrdttee at its pericdic sessions, until such time as the work is

complated,

JPEOCEDU =0
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PROCEDURES FCOR THII CREZATION O A REGIONAL MARKET

Resolution 3 (I) adopted 28 November 1956 (E/CN.12/C,1/20)

THE TRADE COXMITIEE

TAKES NOTE with satisfaction of ths study presented by the Secretariat
(E/CN.12/C.1/4) on the desirakility of establishing a regional market,

and

COMSIDERING tliat the industrializaltion of Latin America is a necessity
imposed by the need to rak:s more efficiernt use of aveilaible human and
natural resources, so as o incrsase productivity snd, consequently, the
standard of living of the population;

Tnat the future developnent of industry in lLatin America - esrecially
of the basic industries - reqﬁ.ix'es s among other factors, broad markets
which will enable such indus:rics io attain economically adeguate
dimensions and productisn at lew costs in competitives conditions;

That the heavy investment reguired by this type of industry
renders indispensable, zmong otrer incantives, that provided by broader
markets than those currertly existing; and

That the markets cf the Lauin American countries, taken individuclly,
may be too small to allow the above industries to be developed on efficient
technical bases,

RESOLVES:

1) To request the ECLA secrevariat to set up a group of experts which

Jfwould complete
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would complete the studies alrsady carried out, and, as a measure to
faeilitate the transition to a broader system of multilater:l trade, would
project the possible structure of a regional market desimned to confribube to
the sound development of Latin American countries, cspeclally these of a
basic charnctzr, through the reduction of costs and the broadening
of markets,
In this connexion the said group of experts shall be rocuired:
a) To defins the characteristics of the regionsl morket, bosring
in mind the differing degrees to which the countries of the
region arc industris=lized;
b) To study its possibilities and projections;

¢) To submit recormendations on basic principles snd procedurcs

-

or its establisiment, within the terms of reference of the
rode Conmittee as defined in resolutien 101 (VI) E/CM.12/410.

2)  That the conclusicns of the group of wxperts be submitted by the

-3

ECLL secretariat, with its own observations and those rcceived from
other internaticnal crganizetions, dircetly to the Member Governrments
for their considerction snd comments, then this proesdurs has been

complied with, the ECli scereteriat shall in due course promulgate es

widely as possible the deeuments tronsmitited teo ths Goverrments.
3)  That the study preparzd by the group of ¢xperts, the cbservetions of
the ECL:. secretariat and other intornationszl crganizntions, snd the
considerertions and commonts formulated by the Goverwmments be in turn
transmitted to the Trede Cormitice. Should it not prove possible for
the final report to be presented at the next meeting of the Trade
Committee, the ECLL seceretarist sholl present a preliminary roport

s

on the stntus of the work of the group of experts.

/TEADE
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TRADE IN TIADITIONAL PRODUCTS

Resolution 4 (I} adopted or 29 Wovecker 1956 (BE/CN,12/C,1/11)

THE TRADE CChiMITTEE,

CONSIDERING that the sscrstariet has -leusirea znd nrasented to this

Committee a study on Inter-Lacin-Am ricen Commodity Teade in 1254 and

1955: Situation and Prospects in 1956 (E/0N.12/C.1/5), contzining an

gnalysis of ntra-regicons. trscdes in certain basic nroducus and an
account of the main problems end odstacles affecting such trade;

That of these problars some of the most important are those relating
to the over-pricing of certain products; to trade in certain items
through agreements the cshort durstion of which creates elements of
uncertainty or causes intwervptions of the flow of trade; to the
participstion in some casss of State moncpolies in import or export
trade; to the tendency to buy in otvher merkets of crigin commcditieé
traditicnally purchased within the regiorn, and so forth;

Thet it is necessary to ensurc stable markets for the products
traditionnally traded amorg the latin fmoricen countrics, comprising
mainly raw materials and foodstuffs, and to restore equilibrium in
given trade flows of thils naurc;

That measures of trade -olicy recently adopted by severel Latin Americen
countrics indicate a troind towards iibernlizetion end muitileteralism in
the foreign trade of {he cowttrics °n oucstion, as well ag the desire to

abolish commerciol practices which arc of £ restrictive nature or which have

/oecome obstzcles



L/CN 12/ 1/ /Rev . L
Page 43

become cbstacles to the continucus exprnsion of inter-Latin-/mericon trads

and

T, KING NOTE th~t in acecrdanee with resolution 1 (I),the Latin imericrn
countries betwevn which bilatcral payrents serewrerts sre in force arc vrepsr-
ed to ndopt, ot the time they consider zpnrorriate, ecual quotsations for

units of account o°nd convertibic currsnelies on the exchonge markets concerne,
for the some operations; and theot thgse eonel guetations for vnits of recount
will permit the abelition of diserimin-tory procticss in trede in sore of

the natural products of the Latin Jmerican countries,

RESQIVES:

L.  To toke note with satisfaction of tho study wresented by the secreterict
on Inter-Lativ-.norican Conmmodity Trada in 1954 ond 1955: Situntion and

Prespects in 1956 (5/CH.12/C.1/5), ~nd to reguost the secretorist to centinue

carrying out studics of this type end to extend thea to othor products;
2. To recormend to Guvorments

2) That as repords intre-regionsl treade in traditicnel or basic products
{natural products, raw materiecls rcrd foodstuffs), they endeavour to pursuc

policy of gracusl liberrlizriicon, cither unilsterelly or through biloternd

or multiletcrel aprecements, with » view tc cneouraging rnd fecllitating such
trade ond to guarsntecing it grester stability and cquilibrium;

b) Tkat such procucts be narketed smong the Leovdin rorican countrics
ot internctional prices and on terms similar to these prevailing for the
reglon's trade with the rest of the world; ond thet, prices and cther
conciticns being equal, the cormedities in cucstion be purchased ps fer s
possible within Latin :marien, to the extent pirmitted by the forcign trede
réginc of the countrics of the regiong )

¢} That in accordance with preveiling world marved concitions, countries
which cannot meet their own needs purchasc such preducts rs for ns pessibkle
from the usunl sources of supply within Lotin sierien, in so far zs the
procucer countrics sre din o pesitlion to meot the reguirements of their

regular custerers, and, in the cese of countrics neintairine psavments
& 3 E) £ .

/opreements, whon
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sgreements, when the paynort evall-oilitics cronted in the censwizr countries
50 permit;

d) That, as far ss cssible, oF inistretive procedures be freilitnted
and certnin State dmport . cxpert wen-ooddes be oliminatod, te the exbont
that they mey exert an adverse inlludnhes on trade in tradivicns? products,
unloss they should se jus=ified by th. suprply requirsnants ~nd derestic
trade of the countries concsrred;

¢) Trhet sheuld trods spreerents be concluced with resnect to spucific
products, thy be negotiated Zor pericds Long enough to ensure methadienlly
orgenined procuction on tle prrit of the exporter nna reguler supplies for
the imperter country; and

£) Thot adjzcent countriss spree erengy themselves on the messures
necessery  for the prevention of illicit coppcdity treode between them, and

for the direction of suchk trefe into the regulrr chonacle,

/PLACE
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PLACE AND DATE OF THE NEXT SESSION

Resoluticn 5 (I) adopted on 29 November 1956 (E/CN.12/C,1/12)

THE TRADE COMMITIEE,

TAKING INTO CONSITERATION Article 2 of its Rules of Procedure, and
CONSIDERIKG the proposal moved by the delegation of Bolivia to the effect
that advantage should be taken of ths seventh session of the Economic
Commission for Latin America, which will be held at La Paz in 1957, to
convene at the same time a meeting of the Trade Committee,

EXPRESSES its gratitude to the Government of the Republic of Bolivia for
this generous invitation; and

RESOLVES to request the ECLA secretariat to take whatever steps it
considers appropriate to arrange for the second session of the Committes
to be held at La Paz at the same time as the seventh session of the

Commission.

/APPENDICES
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kspendix o

ADDRESS DLLIVIRLD Y HIZ EXJELLEMCY MR, OSVALLC SAIWTE-MARIE,
MIRIS| U OF FOUEIGH APF.ILS OF CHILE, T TEE
INAUCUR.L MEBTING, 1 NOVABER 195§

Onec az0in reopresuntetives of the Stetes eubers of tne beonomic
Commission for Latin America have met together, this time to tackle, with
the valuable technical and scientific suppert of ECLA ~ now one of
the most definite and constructive expressions of the spirit of inter—
natiecnal co-operation - ceértain problems of vital significance for the
Latin American peoples, K

The task on which we are embarking to-day, far-reaching in its scope
and congecuences for our continent, is that ¢f seeking " a solution of the
practical problems which hamper or delay® the intensification of inter-
Latin-American trade, in pursuit of the aims that inspifed the creation
at Bogota, in September 1955, of this Trade Committee which is now
ina aurating its first session,

The holding of thig conference is a source of deep satisfaction
to His Excellency the President of the Republic and to the Gevernment
of Chile, Not only does it offer us the opportunity of welceming ameng
us the distinguished representatives of countries linked to our ¢wn by
the closest ties of friendship, but it alse bears witness to the fulfilment
of an aspiration long cherished by Chile,.

/At ECLATs
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At LCLATs last session, our Dizlegaticn, tosether with thet cf
Uruguay, had the honour of svensoring the creation of the present Trade
Cemmittee, on which it will be incumben:, btroadly speaking, to Lay the
foundations for better regicnal understanding and co-operaticn with
respect te Latin America's trede problesms. In faking this line, the
Chilean Delesgation did no rmere than reaffirm a nolicy traditicnally
pursued by our Goverrments.

I should like to take this oppertunity of recalling that in the
earliest, years of our Independence the Chilean Chancellery, under the
far—slghted guidance of Andrés Belle, cutlined a ccmmercial policy which
was designzd to intensify wrade relations smong the Latin Amerl.can countries,
and vhich inspired the corclusion o a number of trade agreements stlpulating
preferential treatwent for products of rezional origin, The setting-up
of this Committee, and your presence here to-day, confirm the wisdom of one
whose genius was destined to bear frait or our soil, and who by his
achievenents belongs to all America '

During the last few yesars ECLY has made decided progress in the essencial
task represented by the iheoreticel exaniuation of the economie proble s with
which the Latin Americen couririus are feced. Tt hes often - and rightly -
been remarked that thanks tc BCLA we have been mads aware of hitherts
unknown asnacts of Latin fimerica’s real sitvation,

The creation of the Trade Committee marks the opening of a new phase
in the already fruitful e:dstence of this intermational organization, It
implies that the stage has been reachec whén theoretical analysis is to be
superseded by practical measures for the solution of the problems considered,
The ECLA Study of Inter-Lzstin~American Trade representa an analytical
discussicn of the topic, exhaustive enough to provide sound bases for the

Goverrment action which mist logically follow upen your deliberations

here, ,

Recent years have affyried us the opvortunity of studying the example szt
by certain regionalhunits whnich are seeking a solution for their common
problems at a level transcending that of the naticnal communities by which the
are formed., The Organization for Euronean Economic Co—operaticn, the
European Payments Union and the European Coal and Steel Community are all

manifestations of this trend,
/This same
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This same line of thought suggests that the Trade Cemmittee is a
reflection of principles analoéous to those underlying the action taken
by the countries of Europs. We maintain that the intensification
of intra-regional trade should not be secured at the cost of trade with
" other areas, It is the Chilean Gouvernmenils convichtion that the
exparsion of world trade constitufes a guarantee of stability for all
nations, But the experience of countries and groups of countrles shows
that co-operation and good understanding smong units with interests in
common, and the study of economic problens in tcrms of a market wider thaa
any individual country can offer, are indispensable requisites for
integrated regional development and for the lasting prosperity to which
the countries of Latin America aspire,

In inaugurating the first session of the Trade Committee of the
Econcmic Ccmnission for Latin America, it is my privilege to assure you,
on behalf of His Excellency the President of the Republic, of the pleasure
with which this country welcomes the Delegations present, amd of our
certeinty that the suceess of your work will fully justify the expectations
of the peoples ﬁf our continent,

SAppendix 11
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ADDHESS DELIVELED 5¥ M. & ToiTu CCHiEa DO 1LAGO, HSPRbwd ATIVE
CF BAAZIL, QN BREALE OF LHS E;LﬂGéTTuﬁS, aT TiE INaUGURLL MERTING
Oiu ;i.‘,i 1 AJ.I. ..B.E. l956

The Heads of Delegutions at the sion of the Trad: Connittee

of the Ecoremic Cammiscion for lLetin .raovica have done wy country the great
Lonour of entrusting 3Brezil with the tasi of expressing, at this ilnaagural
meeting, the feelirgs with which we attzad it. 'L accepted this rosponsibility
solely tecause of my certainty bzt thers can be no dissrepancy or divergency
of opinien among us as to the tineliness of this discussion, or as rsgards
its value in enabling us o exchenpge views on problers which we siEre In
comron, and to undertake the more theorcugh study of such »roblemes with bhe
frankness, the mutual restect and the concern Jor thz good of all wiich are
the natural attribubes of the ,rerican family, the guiding principle of ourwa
of life snd of our line of international conduct, whose constant is the
conviction that by uniting ovr ¢ifcrts we snsll achieve the conquest of the
future with greater eass, Nor do I think I am mistaken in saying trat we
none of us have the sligatest dooct that the complexity of the subjacts with
which ECLA has arranged for us to ceal will be alleviated by tae ztincsphere
of hespitality we have foind awzitirg us in Santiago and by the kirdness
with which we are surrounced her:z in Chile.

/e have
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We have just listened te the welcome offered us on behalf of his
Govermment by Mr. Osvaldo Sainte-Morie. His words constitute & furtner
incentive to whole-hearted and efficacious vndeavour,

In such an environment, we may find it less difficult to discover tne
solutions we are secking, and to attain a degree of success that will fulfil
the aims for which this Trade Committee has been convencd, and wnich arc
consistent with the nced we all feel of opening up new possibilities for
the co-existence of the Latin amorican peoples. In effect, it seems to me
that the greatest value of this nmcoting lies in the fact that 1t will bear
witness to our new awareness of the pressing expediency orf perfecting cur
systcm of co-operation, so that the vrogress achieved by each of our
Hepublics may represent an effective contribation to the progress of ths
whole Latin amurican cerrmnity.

This consclousness that the good of all is not only the sum bul the
ore-requisite of the good of each of usg, is responsible for our presence in
Santizzo and constitutes the guarantee that our efforts will bear fruit, Of
course none of us 1s so optimistic as to hope that we shnll leave hore with
systams alrendy set up whoreby the co-eporation we are hoping to establish
will becom: a reality overnight, and the cvils and shortcomings that besect
us will drmediztely diseppesr, Wisely, and hinting as it were at the need
for a pativnt and not teo aabltlous approrch to the problcems indiceted on
tiue agendn and to the search for ways of selving thom, EQCLA itself warns
us of the difficulties that lie ahead,and advises us to tread warily. Iin
any event, this celicctive discussion of trade, psyments and markets
problems will demenstrate how far we have advanced towsrds @ strengthening
of the ties linking ow cconomies, and what molsares we have devised to
enable tham, in scerving onc ancthur's interests, to sorve those of vach
of our individual countries with incriosca efficisncy.

Enough praise can nover be given to the contributions made by ECLa,
ever since its creation, to Latin .merica’s knowledge of its own economic
situation. w2 nowadays have at our dispes:l s stock of information from
walch we ourselves and the rest of the world cwm form a clear ides. of what
we have achieved and where our weaknesses lie in the sconomic fisld. Thwore
is no need to stress the value of such studies in pormitting us to 1sscss
the magnitude of the task we have to face in order to make up our rolntive

leewny, A
/Nevertheless, I
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Nevertheless, - wish o czll soezial attention to the Commission's mest
reeent effort, the results of wihlish ane preswunted te Ls as a4 survey on
whese findings can oe bas.d tlz study of pfocedures for evaluating tho
prospects of improving our cconcric ralwtions, and thus affording the
peoples of -the region arlar o rotern of readl income for the samc amount
of «ffort.

I fully realize the difficuliivs that ECLL has had to fne: in ecnrrying
out this pioneer sk, thenks to whicn we can undertake the joint consideratio
of the real statce of affrirs in the sphere of forsign trode oni look for ways
and means of overcoming obstacles and farvstalling difficulties.

iC0iu very justly points cut in its ~dmirably objcetive studies that
the problums concerned rust be treidod in their due erder, The cuestion of
payments is rightly allotted the firss oLac2;  then follew, in succession,
incentives to reciorocnl brade aud a closcr co-operation ennbling us all
to take fuller advantage of our couhvrics! cconondc potentializies,

In the background document:z mssoabled by the Conmdlssion over a period of
almcst ten. years, it is cleasrly evidert that the redl situation of Latin
Americats trade and econory calls for vigorous preliminary effort to eliminate
some of cur most seidous snalance-ol-primonts difficultiss, This is an urgent
task at the present time, whon internitionzl pojaeits systems are continually
being revisced with a view to zoapsing “hem to the evolution of the world
SCoNOMy.

Unfortunately, the iadices of intcr—Latin—umuricah wrade are nob yet in
proportion to the raglon's over-all trade levels; this shows how mucil
rerains to be done if our already broad markets, wilich 2re rapidly cxoanding
with the growth of incomce snd porulation in each repubiic, are be ke throun
opon, on a reciprocal boels, 1o the countries of Latin merica. It scoms
that we must acknowledge thet tne various excnange reforms which have beun
pat into effect, by croating grove pgrients problems, militate againss the
removidl of the obstacles which ar:at present impeding the expansicn of the
movancnt of goods end cervices amorng -our veoples.

The econcmic situation of the region as a whol: ~ once again it is
ECLA that peints this out -~ aifords grounds for the belief thnt in the nou
too distant future we nay be able w0 pluce the potentiealitics accorded to
us oy Erovidonce st the service of our peoples and of the rest of the world.

/In Iatin samerica
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In Latin america we have a wide vrricty of climates and natural
resources; the human element is admittedly able, and the history cf cur
achicvements enderscs our hope that by oar jeoint efforts we shall be able
to reach the goal that lics chend.

It would be superfluous to recall here the difficultics that beset
world trade in the post-war period, Even to-day the reporcussions of this
proolem arc still making themselves folt in the cconomy of & lerge number
of countries. The impect of the war on Latin .unaries was intensive.

Despite the impetus which world difficultics gave to our development, the
heavy drain on our relativily smell stock of fixed capital hclped in wany
casce to ~ggravate ocur foreign trade situation when the international sct-up
was restored to normal.

Besides being handicapped by an economic structure of low per capita
profitability, poor over~all preoductivity and a vulnerable range of exports,
Latin america encountored difficulties deriving from the disorderliness of the
interrntional paymonts system, It was not only the restrictive practices
of a protecticnist nature 1dopted by several couniries that hampercd payments;
there were also tﬁc mensures puv inte offect to maintain cach country's
trade levels in its balance of paymonts, which called for ever-increasing
caution in its commercinrl relations with the rest of the world,

L réoine of controlled nnd bilaternlized trode was at thot time widely
adopted in the slmest universal effort to prevent the existing
diszquilibrium in the distributicn ¢f world income from becoming no longér &n
effect but » crusc of stzagnation or depression in severcl natlcnal
evonories,

It is no wonder, therefore, thet Leotin [merica is confronted with such
crucial peyments difficulties. Since exchsnge income virtu~lly consisted
of receipts frouw exports and was thercfors dependent on the fluctustions of
world prices for certain primary products, we necessarily hed to avert the
depreossive effeet of merket stegnaticn on the aggreg-te levels of such incore.
'nd if many of us were compelled to organize our foreign trnde slong
strictly bilntersal lines, it was not always possible for us to contemplate
slternative formulee for our reciprecal trede, in view of our dependence
on the large werld markets and the frct that our exports were linited

to a few products, .
/Nevertheless, the



E/C1.12/C, l/'?/Pev 1
Page 5k

Nevertheless, the problam of inter~Latin-imericsh payments hes ~lwsys
been accorded specinl attantior.  Sevoral provisions were corcertod
bilaterally with ~ view t> covirting the most sarious difficultics, If
w2 crmnot accept the solutions ceviscd rs fully successful, wz must not
overlook the fact that they prevented = considerable aggravation of
existing evils., In somc cnses sudsvAantial progress was made with regerd
to the total volure of trade; ot the stme tine, through the means of
payment thus crented 2 weakening of our position with rbspect to other
currencics was aveided,

In stucying at this neeting Zovicoes wieruby intra-regional payments
ean be facilitated, we should besar in rind not only trerds ir the world
situstion but »lsco the problass mzoculisr to our reciproerl trade.

ECLa offers us suggestions which will b2 very useful as a poiﬁt of
departure for our discuscions i this topie. 1 am surc that we shall have
tn adjust thexn to the rccuirsmcnﬁs of our econcmic pelicies cnd te cur
foreign trade position.

Tt is no casy matter to orrive 2t a fudly satisfactory commen
dencminator ot the very outset, =nd in face of the wide vrricty of economic
structures to be ret with in the regicn. But thers are undoubbedly measures
which we crn adopt with o view to «ffering increnscd pryments facilities
and, emnsequently, improvinz the prrspects for the develeoprent of trade
in the reiion,

The serreh for ways of solving inter~Latin-inerican payments problems
nust in re~1ity constitute the first step towards collective zgreencrts on
bronder bases. PFurthoerniore, we rust endeavour to erecte coruitions
faveurable tc the strcngoherning of regicnal trade.

Study of the frets rel-ting oo our reciprec.l trade in reeent years
goes to show that the progrzes nehisved has neent tast our trade policy hed
to be extrsrely adapteble, 2s in sme ensas morket conditions do not permit
the corplementority of the govirsl coonomics te find expression in effective
trade. Price and transport problams anve ~lways constituted an cbstacle to
the advance we all desire, and bat for the specinl reciprocal trrds and
pynents régimes which we applied in many cases, our muturl trade would

probably have undergone, ir sore instnices, n considernbtle recossion.

/There ie
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There is, however, no specinl trade and payments régime which czn
cverthrow the brrriers created by low productivity, high costs and inflated
prices,

We rust mike an effort to adopt mensures for the encowragement of our
reciprocal trade, but first and foromost we must bear in wind thot preduction
in satisfactory technical snd economic conditions will afferd the best
protection for the trade in question.

The ECLa studies have called our attention to the need for co-ordinating
our individual econcrmies along the lines best c~leculated to serve our
cormon intsrests, by means of the more efficient utilization of the
available frctors of production,

This is 2 fap-reaching problem that will eczll for careful study and deep
reflection. Only thus will the steps we ultimately take be in line with the
rerl structure of cur econonies, ~nd enable us to attain, without
setbacks or waste of effort, the ambitious terget of a closer co-operation
which, in the economic field, will bring into play our capacity to improve
production by concerted action, to the advantage of esch snd all ef our
countries.

I should like to conclude these remerks with an expression of fnith,
springing not so much from .a confident hope as from a deep~rooted
certainty that, with petience and goodwill, we shall reach such A state
of economic rapprochement as will facilitate in the highest degree possible
an increase in the prcductivity'of cur econcries nnd a consequent rise in
the stendard of living of 5ur peoples. Our great responsibility is to
cxomine here, for subsequent considerntion by our Governrents, those
suggestions which sre consistent with the real situation of our respective
countries and which will enable us to achisve, in the eccnemic field,

results commensurate with our pclitienl and cultural solidarity.
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ADDRESS DELIVERED BY MR.ARTURO MASCEKE, CHAIRMAN OF THE TRADE
COMMITTEE, AT TtE INAUGURAL MEETING, OM 19 {OVEMBER 1956

First ond foremost, I sheould 1liie to thank the delegations present
for the honcur they have dore me in zsiing me to take the chair st
the first session of the Traue Comrittze of the beoncmic Commission
for Letin America.

It was resclution 1C.L, adcpted st the sixth session of ECGLA in
Bogota in September 1955, that provided for the settinz-up ol the
Committee which is beginning its wvork Lo-iay,

The comprehensive rewor.s issusa by tne Lconomic Commission for
Latin smerica having fully covered “he nreliminary nhases of investigation
eand exposition of inter-.atin-.mericen trade problemns, the rasclutions
adopted at Bogota give rise to new and much-needed plans of action at
the practical level; and these hsive led to the creation of an instrumont
of inter-Latin-/merican co-cperation designed to premote the intensificztion
of intra-regional trade, without detriment to the aims pursued by
all its members as regards the expansion, or firm bases, of their trade
with other aress.

The attainment of these ernds is inseperable from the taking of
resolute and wisely-planned steps to remove and remedy the dxfficulties
which hamper end retsrd the prerress of foreign trade,  in effort
of this kind will invelve detalled enalysis end coreful revision of
payments systems, essential fertures of economic policy, the inadecuate
size of national markeis, the rrovlerms deriving fror meritims transvert

/ end all
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and all such factors as mey have & alsturbing erfect on trane.

Of late there has indubitably been a manifest tendsncy towards the
gradual liberalization of trade znd an evident desire to transcend the
bounds of striet bilaterslism in order to reap the benefits of progressive
multilaterslism. This decided trend nowadeys observable in the new forms
assured by internationsl transaetions wes also apperent in the principles
that underlzy the Bretton Woods zgreements. It should be recalled that
the organizetion of the Intsrnzticnel bonetsry Fund is based, inter alia,
upon the recorendstion of s multilatersl payuents régime for current
transactiors between its menbers, and upon the abolition of foreign
exchange restrictions lisble to handicap the expansion of werld trade.
Hitherto, however, circumstances which prevent any large-scale eliminction
of the root causes of bilatersl treatment have continued to prevsil.

It must be recognized thet the shortege of convertible currencies has led
manj Lotin imericen countries to conclude reciprocsl agreements under

the .terms of which their pressing trade necessities can be covered with
units of sccount, Careful consicderaztion will nevertheless be given

to recent experiments which envisage and up to 2 point establish means

of effecting rultilateral transfers,

The advances made to date by the Organizeztion for Luropean ‘.conoric
Co-operation through the mechanism provided by the “uropesn Payments
Union will constitute a genuine incentive to the adoptien of prectices of
this kind; nor can such aims. fzil to be furthered by recent agreements,
as a result of which certzin Latin samerican countries now form psrt of
transfer areas that, although limited, imply considerable profress towards
the fulfilment of long-deferred hopes that convertibility may be attained,

hieanwhile, inter-Latin-imerican co-oneration in cuestions relating
to trade may be promoted by means of this Commitiee, which will contribute
the findings of research and studies aimed at ensuring close co-ordination
"among the variety of sporsdic agresments at present in force and at

/discovering equitative
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discovering ecuitetive bages for a precuiceble system whereby oilcteral

oolences may be made trensfers®le noth rithin  and outside the region.
It is reedily understandsble thas such a task is bound to be

beset with difficulties ir. its =urly stares, owing tc the complexity of

the factors involved; bui the Latin Aazrican countries! zdmirzble stirit

of co-operation, &nd their deep intersst in the prcolems corcerned,

will show them the way to the establishmant of such o sy stem ancé enzble

them graduzlly to advance towards 2 multilatersl psynents régime, soO

that by degrees their trarde “n zoods and services will be facilitated,

m

Ts sun up, the aim o. urging foreign trade slonz the diversified
paths of multilsteralism is hassed on gcuinu econoric orinciples caleuleted

to render the countries tshing merd In sch 3 system betler able to

meet their balence~of-prymente reeds, e verious difficulties at
present limiting trade flove deley the prosvect of the regionts integrated
and progressive development, ani przvent the raterislization of obvious
possibilities for substrriielly raising the standard of livirg of its
inhabitants, An atmosphere of recter freecom in internationcl trede
will inevitecbly lead to salutery and increasing conpetition zmong
established industries, and thence te the improvenent of their nroductive
efficiency, as well &s to the serviig of wider markets than their own
covntry cen offer. It «ill be to the benefit of those very industrisl
preducts whose basis and econormie justification lies in each country's
natural potentialities that the :e2l 2ossibilities of complementarity
implicit in the regionszl merkets will redound,

The more advantagecus utilization of exportable resources channelled
within an efficient orzirizetion of foreisn wrade, will represent a
dimamic move towards thz stability ond economic frevtn of tle iLatin
Americen countriss, This coavictior wes strengthened by the fact that
the countries represeated at the sixth session of the Lcononic Commission
for Letin fmeries in Jeocta wholeherrisdly  supported the estsblishment
of this Committee as z permrnent orgsn, in conditions similar to those
that have existed in Burops since 1942,

In its periodic reports cn the rezion's trede, the Economic
Commission for Latin rzaries providea vzluable materiz’. for the elucidation
of those circumstances that chaisfly militste against the intensification

/of trade
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of trade within this hemisphere, znd tlie resultent repercussions in
other areas. These studies open up s wide horizon, and hold out
well-prounded hopes for the fulure of a regionol economic development which
will constantly increase in vigour as existing obstacles are overcome.
The deleg:tions of the countries represented here today will heve an
opportunity of appraising the disinterested elforts of the Jconomie
Commission for Latin America; Aamong the fruits of these are the background
documents presented, which will be of valuable assistance in the solving
of imeries's probléms.

I am sure that this Meeting will pave the way for new forms of inter-
Eimericen co-operation, upon which the Lstin smerican nations pin such
eager hopes. The discussion of your valuable experiences in conmexion
with the vitzl problems currently involved in the expansion of foreign
trade will undoubtedly constitute a generous contribution to the

welfare of our peoples.

/hppendix IV
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Aopendix IV

STATEMENT BY DR. RAUL PEEBISCH, EXECUTIVE 5B:laLTaRY OF
SCLA, AT THE DMAUGURLL KEETING OX 16 NOVEMIAR 1956

It is already a great al<hough by ne reans a burdensome debt that ins
Organization of the United Naticns cwes to the Government of Chile, whose
constant support is once more retified by the presence among us of the
Minister of Foreign Affairs. %o him, on behalf of the Secretary-General of
the United Nations as well as in my own person, I should like to offer our
gratitude for his Government's unfailing co-operation., I must also thank the
Chairman of the Committez fer his sdditional words ¢f encouragement, esnd last
but not least, I want to express in tne wermest terms my sincere appreciation
of the inspiriting remerks of the Heac of the Brazilian Delegation. They
reinforce those which now Zong ago I ted the honour of hearing from the
President of the Republic, when I was in Rio for the insuguration of the

Joint ECLL/Thh Economic Jev.lopzert Training Course,

1, Tim=2liness of tne Conmittee

This Cemmittee is not an inproisubicn. It is the expression of an

idea that dates from ¢ Long while back, in fect from the first session of
ECLA, If its materizlizstion ras been delayed for scme years, the Committee
has beecone a reality neither ssrlisr or later than the sppropriate moment,
since in the meantime the secrstariai, in coipliance with the instructions of
the Member Governments, hes beon abl: to make a therough study of intcrnation
trade problems, and espreirlly of those pertaining to inter-Latin-imerican
trade. Moreover, the dclitersticns of the Commission have borne very
valuzble fruit in this conrexion, and I belisve that the tine has cone to
pass on from discussicn te specific zction, in virtue of the great
possibilities now opening up for latin fmerican trade, This Committee hes

been convened for the preeisc purpcse of exploiting such possitilities.

/This is
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This is by no means a tonic whicn has been cheosen in isolstion.
Foreign trade hes been eaviss ed not as an end in itself,
but as an efficacicus and dyanmie instrument for promoting the economic
developrient of the countries of this region, This is one of the fundruental
concepts sppearing in the series of elucidgtory and explanatory studies
which the secretariat has been carrying out,and vhicn hive gr-odusrlly cone
to constitute a body of theoreticsl princirles whence, in thre course of
the Cormission's discussions, certain guide-lines for prrctical cction have
energed, which may be of use now thot, as it seems, the time for taking
specific steps has arrived,

Neverthcless,what appeirs obvious to us who cre gabhered hure to discuss
these guestions ﬁ;y'not be equelly so te lsrge soctors of Latin American anid
world opinion, which still seem tc feel that a number of contiradictions exist
as regards the intcrpretaticn of the role of foreign tride in the economic
1ife and in the rate of development of the Iatin American countries, This 1s
perhaps becnruse the concepts formaudated by ECLL have not been sufficiently
widely disseminated,or, agrin, because they have arisen or presented
themselves only in fregmentary form, Conszouantly, it seemed to me that it
would perhaps be desirable to take adventrge of this oprertunity of speaking
at the Committeels first session to atiempt to sum up the basic idess which
ECLA has gradually evolved on this subject, in order to help to dispel a
good deal of confusion and to rectify the frequoent misunderstandings thet
arise in connexicn with these problenms, which zre of vital importence for

Lotin America's eccnomic development.

2, Miscongeptions relating to foreign trade

In the course of my many journeys up and down Latin fmerica, I have had
occasion to cbserve thet in the interpretaticn of facts of this nature corvain
forms of exclusiveness and unilateralism still preveil,and that such a situection
hes very serious repercussions on the economie pelicy of the ccuntries of the
‘region.,  Some maintain that the whole stress must be 1aid on foreign trede,

and that industrialization sheculd be disrsgerded; others, cn the controry,
sdvocete concentration on industrialization and the relegation of foreign

trade to o secondary plene. The former condemn protectionist customs

/rézines; the
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régimes; the latter defund tham as =n ‘ndispensable contributcry frotor

in industrializaticn. Sce s:s the fundamentel solution in the expsnsion of
inter-Latin-imericen trade; in contrrst, others fear that all the efforts
made in this direction mey heve acdyerse offcets on the traditicnal trade
flovs between Latin fmerics and the greri industrisl centres.

In resiity, these positionc are nelther contiriictory nor mutually
exclusive, fThere s nc ircompatibility between tlriving foreimm trede and
industrianliznation, Nor dees the ess.ntiel  aim that hes brought thco
Governments togethur this afterrncon - tnst of encoursging inter-Latin-idnericar
trade «~ eonflict with tracitional wevs of expanding foreign trade. I
shonld like o devote a few momenio =0 zpounding these ideas, since a
clear and precise point o deverture for thoe Committeoes deliberations

seems te me necessary.

3. Dynrodfe coul 1. hetwWeen prinary
produetior ard industriedization

The rate of growth of tas poouletion ir Latin America is the highest

in the world, and the region is also sctively engeped in assinilating

modern techniques in = caaseless process of development dircebed towerds an
increase in productiviiy and sn inproved standerd of living for its peoples,
Thesce two I=ctors are giving rise to o szries of situations in which
industriclization is ensctiin® a desisive role. 4is modern productive technicu
finds its way not only into the export setivities but also inte the domestic
activities of a country, it is » metter of cormon cbservetion that a smeller
propertion of the annusl Incremcnt in Lhe active pepulation is sbscrbed in
export snd other primary sctivities. The role of industrisiization is
preciscly that of absorbing this active population whien, thenks to technicel
progress, is nc longer nvecad fur priory prvdaction“and artisan industriucs,
and aaploying it with jrenter productivity in industrizl or cther urkan
activities. Thus there is no confliet between incdustry on the one hend, snd
rgriculture on the other, On the controry, the more new technigues sre
introduced inteo the lztter, ths more ncccsséry dogs industrislizaticn prove,
if the conseguences of greaser rursl productivity sre nct to be nullified ond

occupaticn is Lo be found for thet pert of the incerament in the aciilve

/populetion which
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population which is no longer required in primary production, The two
forms of economic developmert are complementary, and it is an essential
function of economic pelicy to see that, as a country develops, a proper
relation is maintained between agriculture and other forms of primary
production on the one hand and industry on the other, The success of a
satisfactory economic pelicy lies in respecting this balsnced relationship,
which,far from being arbitrary, is the consequence of inexcreble facts; it
is not, of course, persistent, inasmuch as what is involved is not the
permenent crystallization of particular situations, but a series of equilibria
which succeed one another with the passage oi time and the growth of the
country concerned, Any country which upsets this equilibrium introduces

disturbing factors into its economic deve lOpment

L. Forced industrialization ard inade wate industrialjzaticon

Ve have seen in Latin Americe how thie effort to force industrialization
beyond the peint permitted by Lhe balanced relationship described has
brought harmful consecuences in its train. Vhen a country applies a policy
of artificislly fixing exchange rates or prices for export preducts, or
adopts equally artifieciasl mezsures for the rromotion of certain donestic
activities, it ultimately withdraws fzciors of producticn that mizht have
been utilized for valusble export lines, =and defeats indusiry!'s own ends,
since in the final issue the country is deprived of raw materials and cepital
goods which could only be obtained by means of a growing foreign trsde, and
which are indispensable tc industrial developuent.

But it is not only these errors of excess to which we must turn our
attention, The reverse may alsc occur. If economic poliey mistakenly
aims st the exaggerated development of certain branches of primary production,
to the detriment of industrialization, the interests of the country will in
this way too be seriously prejudiced, What would be the point of
achieving substantial technical progress in agriculture and export activities,
unless at the same time measures were adopied to absorb surplus
menpower through industrialization?  The more technical improvements are
itroduced inteo primary activities, the rreater will be the {ield for

expansion that must be opcned up to industry. Otherwise, better agricultural

/techniques would
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technigues would heve no ﬁasitive siznificence, and would end oy leading
- thrdugh a deterioration In ths temms of trade - to the transfer abrecad
of the benefits resulting frem bechnieal progress.

This point relating to the transfzr abroad of the fruits of technical
progress is one whidh ECLA hes been considering ever since it began to carry
out its earliest studies, enc whici has on occasior bzen the sikject of very
wholesome controversy, oa’ also of certain interpretations thot are rot
always consigtent with the thesis eveolved by our organization, For this
reason, and in view of thz inmportence of the problem of the terms of trade
for the Letin American couniries, I shoulc like to sey a few words in
explanation of the secretariat!s motives for having attached such weight

to this topic in its studies.

54 The terms of trade

If the latin American countries fzil So develop their industries, and spare

no effort to introduce Zuproved tecimiques into their export activities,

a serious distorticn of cccrnomic deveslopment will teke place, An

increcse of productiviiy in export zctivities cannot be retaincd in the

country by means of a rise In weiss, walch is the form taken by any

increment in productivity in the industrialized centres, If there is a

large active population which is redundant becouse the domestic market

can provide it with neo profitable cccupation, this populetion will

compete with the menpower auplcyed ir high-productivity export activitics,

and will prevent wages from increasing, It is a situation cf precisely

this kind that hzs been causing us corcsrn from the very outseb, since if th

level of domestic wages is low on secount of inadaquate industrialization,

wages cennot rise as technicel progress is scaleved in éxport activities,

and the resulting benefits will e transferred abroad without affording

cny stimulus to the domestic davelospment of the Latin Americen econories.
This is the straightforward thesis formulsated by ECLA, While we have

made no attempt to forecast future dsvelopments, we have asserted that if the

Latin Americen countries ¢c now briang their process of indusirialization inte

line with circumstences enc wita the dynamic equilibriuwm to which I have

Jelready alluded
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already alluded, technical progress in export actiwvities will tend to he
reflected in a relative decline in the prices of exports, contrary to
the interests of the countrics in process of development,

Industrirligation is one of tho most powerful factors capable of
counteracting this notural trend towards detericrstion, I repeat that
rcference to the existence of this tendency does not imply any suggestion
that the terms of trade are going to deterioretie in the futurs. We
simply wish to issue = warning that if an ensrgetic effort to promote
industrialization is not undertaken in opposition te the natural trend in
question, the terms of trade, end especially relative wages as between the
countries on the periphery of the world economy -« which ineciude those of
Latin America - and the great industriesl centres, will tend to deteriorate,
In other words, as higher productivity allows weges to increase in these
large centres, wage levels in Latin Americals export activities will not
rise commensurately with technical progress. Hence the relation between
wages in countries at the centre and on the periphery will evolve unfavourably
unless the process of industrialization gradus’ly absorbs the abundant
menpower which exerts pressurc cn the level of wages, to the extent reguired
for the maintenance of proper balance between primary and industrial
production, This does not meon thet I om trying to simplify what is
really a much moere complex situntion, but simply that I em anxicus to
draw attention to some of the fundemental aspects of the problem,
cmitting cthérs which are out of place at a meeting of this kind.

Moreover, it should not be forgotten thet the terms of trade are
affected not only by relative wages, but alsc, and basicelly, especially
where primary products are concerned, by the productivity of the seil, It
may well come to pass in the future that becsuse agricultural and mining
activities have hed to be extended to less productive land, theo terms of
trade mey be improved by an influcnce which might be termed Ricardian, with
reference to the econcmist who so clearly envisaged the problem of land-rent,
It is perfectly conceiveble thot in this case a deteriorztion in wage
relstionships whould be unacecomprnied by a corresponding detericretion
in the lerms of trade, because the productivity of the scil has declined,
thus bringing about ¢ relative incroase in the prices of its products,

/6. Industririization
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5. Infuslirisiize:icn and foreisn trade

From another point of visw, the orocess of indastrialization must be

adapted to the particulszr siivesicn of each ecountry end to the phase of

its history through which it is »essin:, Consideration must now be glven
not only to the fact thrt for must, if not almost all, of the Letin American
countries the development o their exports cannot constitute an active force
capable of absorbing the surolus marnpower resulting from technical progress,
but also to another factor, which, if no® universally present, appears in

‘a considerable number of the countries of this region,

It is common knowledge thet even in countries wiere noc mistaken
policy hes been pursued, and whore the sound development of tne export
trede hzs been the object of cereful attention, export activities have
saown themselves to be inadequste To privide the total supplies of
menufactured products and cepitrl goods required for eccnomic development,
Thence derives ancther of the dmramie Junctions of industrializetion, namely,
tnat of supplying the internal eccaomy with those manufactured articles
which its limited cepecity to impcre grevents it from obtaining through
foreign trade, In meost of the Letin Avericen countries - evin in cases
where no specinl hendicaps have zxisted ~ exports tend to increase less
intensively than import requirements.,  Conseguently, without en import
substitution policy, ne country cen hope to attain a rate of develcpment
conscnant with the growth ol its population, its spirit of enterprise and
its aveilebilities of natural resources,

In setting forth this thesis, I am teking up a position not incompatible
with my cespacity as an oZficis] of en internrtional orgenization, who must
by definition take sn impertial view of foreign trade problcoms and must
not adept regional or exclusive stendsoints. In my opinion, there is no
doubt that a pelicy of Industrislization, of import substitution, wnich is
confined to perforring the twe dynonic functions I heve mentioned, does
not conspire against trede witl the rest of the world., A country
which becomes industrielized, -nd in this way substitutes domestiic

proeduction for imports, is not reducing its foreign trade. And here it

/will not
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will not be out of place to make an observation of great importance for
the conception of an economic policy. Countries in process of development
must not be considered as having the same functional characteristics as
the great industrial centres, It 1s my deep-rooted conviction that as
regards some basic aspects of their economy they must be viewed under a
very different light. It is the great industrialized imoorters of
primary products that, in the last analysis, determine the purchasing
power of the peripheral countries which are the markets of origin of

the products in question. The more the former buy, the greater will

be the latters' capacity to import. On the other hand, the converse does
not apply. While the great centres nlay an active role in the world
economy, that of the peripherzl countries is a passive one. If these
latter made more purchases from the industrial centres than their
capacity to import permiis, this would not mean that the centres in
cuestion would necessarily buy a larger'quantity of raw materials.

There would simply be a deficit in the bélancé of payments. Purchases
of such raw materials by the industrial centres are determined by the
growth of income, the elasticity of demand for imports of the raw
materials concerned, and the degree to which trade poliecy is restrictive;
and on all these factors it is impossible for the peripheral countries
to exert any influence whatever.

This does not signify that Latin America may not be adopting a
mistaken policy, which will in the final issue militate against the
development of trade, if it exaggerates the process of industrialization
and artificially absorbs therein factors of production which could be
more profitably employed in export activities. This most certainly
would result in a contraction of trade. But if industry fulfils the
dynamic function incumbent upon it within the limits to which I have
referred, there is no reason why foreign trade should decrease.

There will be no reduction in the volume of Latin America's imporis

from the industrial centres; there will simply be a change in the
compesition of these imports.

/For this
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For this very reascr, I belisve th:t one of the arguments which migh t
be adduced against the expansion of inter-latin-American trade must also
be examined in the light of suea a2n assertion, There are many who fear
that if the countries of this region arrive at a satisfactory formula
for trade in industrial products, Latin Americals world trade may be
unfavourably affscted, Ny reply is as follows, I this pelicy of
industrial complementarity is alsc esteblished on scund bases, there
is no reason why it shoula prove cetrimental to trade with the great
centres; it will be a2 further factor contributing to the change in
the compcsition, but will nct ZInfluerce the tctal volume, of foreign
trade transactions,

Nor can too much reliazce be nlzcad, in my view, on the =zrgument
that Latin America's industrializstion will enable the large centres to
make more sales than would ctherwisz be possible, My attitude is this:
they will increase their sales neitaer more nor less than they would if
the peripheral countries were not industrislized. They will succeed
in expanding their expcrts only in so fer as the acceleration cf the
growth of income, the faveurable evolution of consumption patterns or
the relaxing of trade resirictions in thsse great centres allow the

Latin American countriecs to melke nmore sales to them,

7. Curti-ms protection

A process of industriszlization which dces not overstep the bounds of

the balanced relationshis to vihica I alluded earliier, is not antieconomic
even when it is protecled bty customs dutiss, In effect, if

surplus active populaticn exists, which is not needad in primary
activities because of the high rate of growth of the population and

the technical progress schisved, it is eccnomically sound the cﬁploy
this labour forece in iiidustry, even when the productiviity of such
menufacturing activitics is lower then in the large centres and they

can be maintained only if affirded a2 recascnable degree of protection.

Productivity fundamentally depends on capital density per cepita and

Jon the
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on the skill of the workers. If the large centres remained in a static

position, it is plain that as years went by the countries in process of
industrialization might ultimately acquire the same amount of canital as tre
former possess and compete with them in productivity. But,fortunately .
for the world, this is not what actually happens. [ew technical \
progress is continually making way for methods of procucticn which

hitherto have called for a very large inecrement in cepital per

capita, and however much the countries in process of development may

attempt to increase their own capital, it is extremely unlikely that

within the present evolution of economy the productivity of these

coﬁntries can come to ecual that of the large industrial centres.

If this is so, it is inconceivable - with few exceptions - that

industry in general should be able to develop in these countries

without customs protection. If such protection is kept within

reasonable bounds, it is not anti-economic, sirce it eaables productive
occupation to be found for those who can no longer be employed in primary
production and in artisan activity. ‘ils does not imply that any type

of industry whet soever must be developed, Herein lies an exceedingly delicete
point of economic nolicy. There is a whole range of differences in
productivity among the Latin American countries in the agzregate and

between eacn one of these countries and the more highly developed

centres. The success of an economic policy - if its aim is to raise

the standard of living of the people as a whole - consists in the

selection of those industries where the combination of natural

resources with other favourable conditions results in a productivity
differing as little as possible from that of industry in the large

centres. This is the key to a process of industrizlization which may

contribute to tne maximum improvement in a people's standard of living.

/8. Watertieht
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8. Water.ight comparinents in inter-Latin-
inevocan trade

In this context - which has au i-madizte bearing on the Committee's
discussions - I consider thav uhie zeuntries of Latin America are
approaching a situation which calls for carelal observation. It is
comnon kKnowledge that the moire higuly industrialized Latin ‘merican
countries have almost exhausted th> possibilities of substituting
domestic production for imports of articies of ewrrent consumption.
In the industries concerned, very ~ittle room for the expansion of
producticn remains, except os a resuli of deno rphic arowth

and the rise in income. In view of ‘the chronic trend towards
disequilibrium in these cour” -ies, tie' zre finding themselves
compelled to enter upon incre g v conplex phases of import
substitutien which recuire =¢iu oz foeemicues snd aign capital
density. liany of the activi.les Invcived - the motor vehicle,
special steels, and vetiocaen .cal Lndustries, for example - require

a btroader market than can “e nifered by the country in which they are
installed. This apolies not onlv to the relatively small countries
of Latin America, but also to those which have advanced ifarthest along
the road to industrislizatiorn.

Tns present state of affairs throws into increasingly sharp reliefl
one of the negative aspects of Latir . meriea's industrialization -
notwithstanding all that is favouraple in this process -, namely, that
amonz the countries of the region a series of watertight compartments
is being formed. In =aes republic tnere is a tendercy to develop
industries of every kind, without leaving any opening whereby more l1ife,
more oxygen can be tranamittcd to those activities that are contending
with the relatively srzll size of the market. soreover, in many cases
protective messures, necesssry a3 Loy no doubt are to a reasonavle deiree,
sre producing exaggersted effects, Like every measure of encouragement,
such protection shouwle be adminisiered in properly graduated dosss,
Sometimes it goes tco far, azd not only where customs dutles are

/concerned, but
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ccneerncd, but especizlly when it takes the form of exchange licences

and import permits which sometimes set up veritable domestic monopolies,
since they allow certzin industrial sectores to make a considerable profit,
even when their production costs are very high in consequence

of the small size of the market and the resultant low productivity.

From the point of view of the private enterprencur, the situation is
favourable but, in contrast, it is highly unfavourable for the

country., Obviously, in such cases, despite the inadequate size of

the market, no strag incentives to the creation of a common market arise.
Again, it is not that profits are undesiratle;  they are necessary

for additional capital formation and the encoura.ement of satisfactory
industrial organization., But it should be clearly understood that
there are two ways in which such profits can materialize. One derives
from higher productivity and a broader market,thanks to the better
organization and cptimum size of the enterprise. This is the

classie concept, The other takes the form of the spurious profits
resulting from the arbitrary combinations just desecribed. Alongside
.cases like this are to be found other instances in which enlightened
industrialists grasp the problem and are willing te support devices

for more satisfactory co-existence among the Latin American countries

from the point of view of industrial development.

9., Bilateral agreements

It is patent that the most vital point on the Agenda of this Committee,
if we are to take the long-sighted view, lies in the intensification of
inter-Latin-American trade. I will not refer here to all the obstacles,
restrictions and regulations which have been hampering intra-regional
trade; neither shall I touch upon the preoblems of maritime transport

and freight tariffs, All these questions are fully analysed in our
studies, of which the penultimate has just been handed to the
delegations in its printed edition after having been presentd in

mimeographed form at Bogotd, But it definitely is my wish to refer

/to the
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to the bilateral agreemsii:s, I"e Hzad of the Brezilian delegaticn
coined a very happy phrass here whicn I have zttempted to remember,
and which was to the effect tliat bilecszral agreements have somegtimes
constituted a weapon of defence for inter-latin-American trade, I
am convinced thet this is so, It is ¢lein that in the disaster which
overtock tne world econcmy in the !'thirties, at the time of thz great
depression, the bilateral agreementc which came into use among the lLatin
Americen countries - as wzll as betwcen them and countries in other parts
of the world - were the exprossicn of an effort in this direction, and
frecuently achieved their ainm ol protecting trade from the depressive
trends prevailing in internationel commerce,  Subsequently, in less
serious situstions, these agreamszr iz vere still smployed as a means of
exempting certain inter-Ilotin-irericrn trade flows from the resiriciicns
imposed upon over-all trade sither by inflation or by these countriss!
growth itself,

I think that over thte Ilong turm they heve fulfilled their function
ol preventing the zencrzl decline in trade transactions from becoming
equally manifest in inwer-~letin-Averican trade, but they are no longer
useful when they are emp.oyed 25 an active ingtrument for economic
expension, and not merely as a wespon of defeace, This is the phese
through which we in Latin fmericz are zt present passing. Despite 21l
their shortcomings, thess agreenents have served a necessary purpose, bub
they are now doing so tn a lesser extent, and are not dynamic instruments,
since they are teo narrcw o meet current needs, As far as 1 know,
nobody in Latin America has ever -houghw that such “ilateral instruments
constituted the optimur soluticn, They have everyshere been regarded as
temporary expedients, as means of eluaing a ¢ifficult situation, bus
they have never been considered ac:ive and lasting instruments of a policy of
expansion, Hence it ig that tizsa bilateral zgreements have nowhere been
cembined with a satisfactory customs oelicy, 2 policy aimed at the
liversiization of tarifis., The protection thus accorded to industry,
vo facilitate its develcpment in tie countries of the region, was
unaccompanied by meésures which excluded inter-Latin-American trade;
nor, as a rule, wWas dus consideration given wo restrictive exchange c¢ontrol
practices ~ in whatever ferm tiney wsre applied -~ within the framework of

the bilateral agreements, with & view to their gradual aboliton, Therefere,
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if the trend towards industriaslization in watertight ccompartments is to

be checked, it will be necessary not only to reconstruct the bilateral
agrecnents on presressively brosder bases, in order to extend their sphere of
operation to more than two countries, tut also to revise custums and
exchange policies in their entirety, inaswuch as these have crzated

obstocles to inter-latin-American trade.

10. The idea of the common market

Far be it from me to attempt to propese & formula in this connexion,
still less without first hearing tne cpinidn i the delegatlions on certsin
basic priuciples which will doubtless have to be discussed here. [Fut I
cannot refroin from making one refleetion, I heve often observed that
broadly~conceived deviées for the cconomic repprocheaent of the Latin
American cocuntrics have fziled kecause they were over-ambitious, and ajmed
at regulating all irade relations between twu countrics or groups of
couwntries; and on every one of thaese cceasiciis I have asked myself whether,
in view of the industrial develspmont taking plrce in the more advanced
countrics, there might not be scme possitility of concludii more limited
sgreencnts belore sceking a2 sclution for 21l the problous concerncd, For
example, = seriss of wroduets of iricdustrics ebout to b esteblished or in
their ecrir steges cf coperation might be cnosen, wita specinl sttention to
the more complex zctivitics reouiring brosd markets, and en attempt might
be made to establish, on the basis of limited schedules, certain formmlnc
for industrial reciprocity, which, by enabling each cocuntry to know what
it was deing snd where it wes geing, would zvold creating the impression of a
leap inte the dark that hes been received on other ceersions, Ferbops the
rignt time has now come to ralse the problem of the common marizet for certrin
products.For the moment, the indusiries existin: in 21 countries should not
be inter cred with in order not to disturk their operation unnecessarily.
The choice should f11 on those which "still only orojected or
thelr incipient phase, ~ctivities of the tyve wilch are of grest

fmportence but whose costs poernsaps imply too hieevy = burdon for the country,
end on which the broadening of the mrrket might exert a positive influence;
all these sre the industries that should be selceted, »nd ¢ such 2 beasis
some meras of rrriving fv an rircasanb shenld be scught.  This is the

/sazgestion thet
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suggestion that I should like to m:ige, rejecting more sweeping forrrulace
for the reasons I have addusad,

Clearly, the stoetement o ths preblem in thesc sinple terms does not
mean that there are not very sericus obslacles to the naterialization cof such
an idea, The Chairman, in his address, rizhtly called our attsntion to the
fact taat one of the vital requisites for ne promotion of trade in these
countri¢s Was to reduce toc 2 minimun tre problem of coavertible currencies,
and this is obviously trus, if I intsrpret him correctly, inasmuch as
many of the countries of ths razgicn are affected by the same rasic
difficulty - the shortage of convertibls foreign exchange. If the
grovwth of intra-reglonal trade is to mez: that the Latin America countries
will need transferable foreign exchznze Zor this ourpcse it is patent that
great. limitations will be imrcsed oo tlie development cf the trade in
question, and that —here will be a tecduicy o use such exchonge not in
inter-latin-American commerce but in “rade with other creas whence it is so
needful to buy cepital goots &nd other conmodities that for the moment
cannot feasibly be produced in Istin Azerica. Consecuently, on the
assumption that agreement night bt: reached on a common market poliey
and as regards the schediioe ol products, che problem that would still
remain to be solved would be whrt of poyments, which affects not only
the trade that might be ccnducted in new products, but also traditional
trede, which is besel by ssricus difficuliiies,

tbviously, the greater the ccomomic area over which 2 multilateral
systom extends, thet is, the larger the number of countries and the fuller
the schedulcs of products to which the common merket reletes, the mere
effiziently will the régine operrte. Horeover, its extension would have the
virtue of eliminating mutuzally lncomnatible forms of trade, which mignt
seriously comoromise tho common merket régime., To prevent this, the narket
in question should be oper fcr the incorporation of new countries prepered to
apply the policy of recizroeity whicn the existence of such & market implies.

It would also seem that stability in thoe conditions regulating the
cormmon market is an essentisl requisite, Needless to say, that there would
not be sufficient incentives for investment in industries designed to
satisfy the demand of ths current mrrieet without rossonable gusrcntees of

stebility in the trestmont ol the schedules of products.
/Another importent



5/CN,12/C,1/7/Rev.1
Page 75

Another importente consideration must be borne in mind. The object
of the current market is to foster industrial expsnsion along efficient
lines in a1l the member countries, None of these could hope that obsolete
trade patterns could be reproduced in the latin Americen orbit, nor cleim
the right to sell its menufactures solely in exchange for primory products,
Industrizl reciprocity is essentisl for the comaon maricit, But this is
no rezson why every effort should not be made to increase the flow of trode
in raw meterials, without prejudice to the addition of new lines of incustricl
products, Otherwise, the common market might hinder the industrializstion
of certain countries, instead of fulfillins iis chief purpcse of establishing

the process on more solid foundationsz,
P

11,  ¥Yeed Jor re. formulae

This whole situation calls for the d.visiung of new formulce, The signs
of the times must be accuratel;” read, snd the truc interpretation must
be pleced on many of tne events we 2re withessing., TValle Westcrn Burops
is mahiﬂg 2n effort to ccmiine its merks:s through measures for
progressive econonic intergratibn dasigned to remedy the obvicus inferiority
of its trade position as comparad with the conditions offered by the )
internal cconomy of the United States and the Soviet Union, the Latin Americ-n
countries are engaged in splitting up the fertile field of their economy
into a series of industrisl microcoams of precaricus productivity. Not by
returning to the stete of affairs that preceded the great world depression
of the 'thirties shall we succeed in solving the problem., It is not cuough
to repudinte thne bilaterrl sgreaments. It is not enough to get rid of
hindrances and controls., Imegination znd constiuctive boldness is required,
the sort of boldness which takes celeuleied risks 1n order to turn great
possibilitics into o reality by means of rvositive formulae for prectical
zection,

A11 this leads me to believe thet this Tirst mecting of the Trade
Committee must shoulder a responsibility rs great as the obstacles that
have to be overcome. I should like to close those remerks with the usual

expression of optimism which marks the opening of every conference. But I

Jvould =dd
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would add something more.lzcause cf 2y ¢f{icial position,and the coniidencs w
the Member Governments or -aic Ccomiszion have done me the honour of plasciag
in me, I feel I must voics at tin’s =ite a motive of profound concern. In
all this effort towards idustriclization - despite its vigour and promise -
opportunities of creating a comion market, and of thus securing the mexinum
productivity required if the stendard of living is to be raised, are being
let slips T{ we allow these dacisive years of the new phase of Latin
Americals industrializatica to go oy, it will be too late, end there will
be obstzcles in the way nuch wmore sarious than those we have to face at
present, In this persuasicr, those of us who work in this secretariat hax
come here imbued with a diep coaniction, with a sincere spirit of
impartiality end of dotaciment From nzticnal prepossessions, &s is incumbe
upoll those who are sware of their ot:lizations as officials of an
internationel orgasizetion, Y%z srz aere to olfer our services to the
Membor Governments of the Coavnissicn in the elucidetlion of =reblems and

the sezrch for solutions. These Lotter will not spiring spontaneously

from the face play of eccnenic Z-rees, but will be the result of

censcious and deliberatoe action, ia wnich the interpretation of current
events and proper foresig .t will prevail over circumstantial difficulties
and interesis, as well as ovor those obsolete patterns of thought and
conduct thet have seased Lo e comoaiinls with the need to accelerats tle

rete of cconomic developmmnt znc to mezt its imperstive social demands,

/Appendix ¥
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Appendix V

RULES OF PRCCECUGE OF TH.. TR:DE COMMITTILE OF
THE ECONCMIC COMMISSION FCOR LATIN fMERICA

Genaral provisions
Chrtiele 1

In conformity with resolution 101 (VI), which was adopted at the sixth
session of the Economic Commission for Latin America, and by virtue of
which the Trade Committee is being created, this Committee "shall be
governed by the existing Rules of Procedure of the Commission in so far
as they apply, without prejudice te its subsequent adoption of special
rules for its operation' {see paracraph 8 of the resolution in question).
Conseoquently, in all matters not explicitly covered by the present Rules
of Procedure, the Comuittee shall abide by the relevant provisions of the

Rules of Procedure of the Comission.
Segsions
Article 2

The Conmittee shall at each session determine the dste and place of its
next session, after hearing the views of the Executive Secretary.

The Committee shall meet at the Commission Headauarters, unless it
is decided otherwise by the Committee., A decision to hold a meeting
awzy from ECLA Headguarters will be subject to the approval o the
Conimission and the Economic and Social Council if additional financial
implications are involved,

In special cases, the date and place of a session may be altered by

the Executive Secretary, in consultation with the Chairman of the Committee.

/Agenda
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artiels 3

The Prowisional fgenda Zcr c c.a s:ssina shall be dravm up by the Executive
Secretary in consultatior with tlx Thairman ol the Committee, and shzll be
transmitted, at the sav: time as notice 1s piven of the convaning of the
Committee, to the member: of the said Jommittee, to tle specialized
agencies coacerned, to ire Inter-srarican BEconumle and Socisl Courcil, to
the non-govermmenzal orcinizations in category A and to the anpropriate

[l

non-governmental organir:ticns in Cstegory B and on the register.

Officers

i o e P

The Committee shall, at the cowsencsment of each session, elect from among
the renresentatives a2 Choirnan, teo 7Tice-Chairmen and a Rapperteur, who sq
bold office until the 7ollowing sessicn,  Ther shall be elipible feor

re—~clection,

Sub—-committees g, cthor subsidiary boedies

articia 5

The Committee may, with tre pprowvsl of Lhe Cormission, establish such
stb~committees or othsr sutsici ry Doies as it dszams will facilitete the
setisfactory fulfilrment of I-a Tuncticns, anc shell define theair powers
and composition in eacl =ase. 1 ey also delegate to them such zutonomy
sz is necessary for the officiesnt cischarge of their techniez) resvonsibi-

lities,.



