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EXPLANATORY NOTE

Resolution 250 (XI) of 14 May 1965, adopted by the Economic Commission

for Latin America {ECLA)} at its eleventh session, requested the Latin
American Governments "to prepare national studies on the present status

of their respective industrialization processes for presentution at the
regional symposium". With a view to facilitating the task of the officials
responsible for the national studies, the ECLA secretariat prepared a guide,
which was also intended to ensure a certain amount of uniformity in the
presentation of the studies with due regard for the specific conditions
obtaining in each country.

Studies of the industrial development of fourteen countries were
submitted to the Latin American Symposium on Industrial Development, held
in Santiago, Chile, from 14 to 25 March 1966, under the joint sponsorship
of ECLA and the Centre for Industrial Development, and the Symposium
requested ECLA to ask the Latin American Governments "to revise, complete
and bring up to date the papers presented to the.Symposium”.

The work of editing, revising and expanding the national monographs
was completed by the end of 1966 and furthermore, two new studies were
prepared. The ECLA secretariat attempted, as far as possible, to standardize
the presentation of the reports, in order to permit comparison of the
experience of the different countries with regard to specific problems,
particularly in the field!of industrial policy.

The naticnal studies on industrial development, to be presented to
‘the International Symposium relate, in alphabetical order, to the following
countries: Argentina, Bolivia, Brazil, Central America, Chile, Colombia,

Cuba, Eeuador, Guyana, Mexico, Panama, Paraguay, Peru, Trinidad and Tobago,
Uruguay and Venezuels,
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Chapter I .
 HISTORICAL QUTLINE

The Argentlne economw's ‘evolution between 1950 and 1963 was , .
.characterized by an 1rreguldr growth of the gross domestic product, with
an average cumulatlve annual rate of 2 per cent., As the population
increased durlng thls perlod at an average annual rate of approximately
1.8 per cent the grqas'domestlc,produqt per inhabitant, in spite of
growing by 3-or even A 1 per.cent a year in certain periods, was scarcely
higher in 1963 than in 1950. - .

The basic feature of each of ‘the per;ods of growth was rapld
expansion in the industrial sector (Whlch is the most dynamic of. the
productlve sectors) with the agricultural sector remaining relatively
stagnant. ) . -

A 1arge proportlon of Argentina s exports are produced by the e
agricultural sector and only a few by the industrial sector.

In contrast with the agrlcultural sector, manufacturing 1ndustry
showed an upward trend durlng the period in its physical volume of produc-
tlon, hlch made it the maln ‘dynamic factor in the Argentiné  ecopomy.
This volume grew by 37.1 per cent over the whole period at a cumlative
annual rate of 2. 5 per cent.

As different groups of industries had very different growth rates
theré occurred a very substantxal change in the comp051tlon and structure
of the over-all supply of manufactured goods. This process will be
descrlbed in detall in the follow1ng paragraphs._uf _ ‘. S

One group (consxstlng of 1ndustrles producing for sub51stenca and
immediate cousumptlon needs) grew at a slower rate than the .economy as a

whole, achleving.a total increase of.only_8.8 per_cent between 1950 and
1961. It was these traditional activities which initisted the jndustrial
development of the countny.' They include food, tobagce, wearing apparel,
textlles, prlntlng, leather and woed, whlch mainly manufacture non-durable
consumer goods for the 1nternal market During the last. lD or 15 Years-
their real over-gll_prcdgct}on value.has grown by percentages similar.to

/that of




that of the natural growth of the populution, for which reason they may
may be called developed industries.

However, more detailed analysis reveals that there have been changes
within this group, due particularly to certain new sectors which have
grown up in it making it considerably more dynamic by introducing novel
features into the composition of the articles manufactured. Examples of
these are, the new packed foods; man~-made fibre textiles, pressed wood
sheets for carpentry, etc. These have forced the traditional suppliers
to try to improve their competitive position in order to avoid being
" forced out of the market. ‘ |

" This process was most marked in the textile industry. Apparent
consumption of man-made fibres increased by more than four times between
1958 and 1962. The explosive growth of the supply of this type of fibres
produced corresponding changes in the productive structure of the whole
textile sector and aroused a strong reaction in the sectors traditionally
-engaged in manufacturing natural fibres in an effort to adapt themselves
to the new competitive conditions of the market. For this purpose these
sectors adopted new technological processes; they made large investments

in capital goods, which in scme cases were on a scale greater than what
was needed for a normal process of replacing and modernizing existing
equipment and thus, subsequently, resulted in a margin of under-utilization

of instulled capucity. .
The group of dynamic or developing activities consists chiefly of

industries producing capital and qurablé consumer goeds such a5, petroleum
products, chemicals, iron and steel, rubber, paper and paperboard, non-
metallic minerals (stone, glass, ceramics). These industries are
essentially engaged in producing goods for use as raw materials by other
industries and provide equipment designed to produce for consumption

needs of a more advanced kind and belonging to'a higher econamic and
social level of development of the éommuniﬁy.

The new productlons established in Argentina, which are based on
high capxtal density, advanced technology and more go-ahead management
than that of the traditional activities belong primarily to this group.
As well as benefiting the economy by the rapid-expanéion of its existing

L
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-aptivities, it brings a dynamism previously lacking into the manufacturing
structure and makes the most important import substitutions. Its develop-
ment providés the only real prospects of reducing the ekternal vulnerability

of Argentinu's econouy.

/Chapter I1
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-Ghapter I1

RELATIVE IMPORTANCE, STRUGTURE AND GENERAL CHARACTERISTICS -
OF MANUFACTURING LNDUSTRY

1. The gross manufacturing product in the gross domestic product

From the begiming of the century until about 1920 the agricultural
sector!s percentage of the groéss domestic product was double industry's
(approximately 37 per cent contributed by the agricultural sector and
13.8 per cent by industry in 1900-1904, and 30.7 per cent by agriculture
and 15.3 per cent by industry in 1915-1919). This ratio subsequently
began to equal out, agriculture’s contribution being only 30 per cent
greater in 1930, and by 1945 had been reversed, Since then the manufactur-
ing conbtribution has always been greater than those of all the other
sectors by which the gross domestic product is generated.

Table 1 shows the evolution of the composition of the gross domestic
product (at market prices} between 1960 and 1965 and brings out the
important part played by industry, with its contribution of roughly 35 per
cent to the formation of this product.

2. The contribution of the chief branches1of 1ndustny
to manufacturing as a whole

For the sake of more thorough analysis it is useful to refurn to
the characterization of industry of chapter I and distinguish between -
developed and developing industries.

The different growth rates of these two sectors resulted in a
significant change in their percentage contributions to the formation of
gross manufacturing product, as can be seen from tables 2 and 3.

The developing industries represented 40 per cent of the total Value
added of manufacturing industry in 1950 and over 50 per cent from 1961
onwards,

/Table 1
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Table 1

ARGENTIMAs EVOLUTION OF THE GROSS DOMESTIC FRODUCT AT MARKET PRICES

{In !ﬁiu;bné' of Arggn%h\a pasos)

Agrioulture and fi;ahirg b/
Quarries and minss
Manufasturing industry
Buildirg of

Trado

Transport ard storage
Commurd cations
Electricity, gas and wvater
Banks, insurancé, ete,.
Owvmership of ho'using E
Govermmert services

Other services

Total for the segtors

Indirect taxesnot assigned
to section

Total

' 1960

196@

985 W29

3 013 98

w8 | 1962 o963 19658/

s 3Ny Whmo 142109 1561% 165 hog
12100 6 om 10 16w 17 ’255‘:"‘ 20 549
3mM %1 MO M 32M3 369605 6w
43 ey W6 B e 8o N6 U39mL W6 03
169 036 168 982 182 221 161 598 170 526 . - 184 735

52 130 55 367 52 585 by 174 5332 56237
530 578 5 408 5 005 518 5730
13 294 16 019 17 81k 18 810 20 %25 2318
20 107 21 152 22 299 72896 21 997 22 573
23 1% 23 226 23 273 23 32 23.838 - . 2L149
65 062 65 648 65 648 65517 -~ - 65648 . 65 6UB
B2 264 83 75 & 238 85" 966 88 680 " B9 668
969 938 10819 298 564 25652 1067 10w

15 g1 15 9 Wosdy e 5555 WS
1 043 568 . go 88 1052 430 .lik?}ﬁg

Source: Metiomal Development Couneil (CONADE). Netional Development Flan. .

8/ Provisionsl flgures.

Y/ Includes agrloultural buildirgs and improvemerts.

g/‘ Does not imolude gectorsl investments in buildings and improvements,

/Table 2
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Table 2

ARGENTINA: EVOLUTION OF THE VALUE ADDED OF MANUPAGTURING INDUSTRY, AT MARKET PRICES
{Millicns of 1960 Argemtine pesos)

Oroups 1960 1961 1962 1963 1964 o/ 1565 o/

A, Developing indugtries 162 569.0 188 366,6 1Y 50k 16 238.8 196 096,3 223 286.9
" Paper and paperbeard 5 55h,0 6 849.3 £ 6716 6 388.3 2 221.5 8 561.7

Metsls {insluding iren and ‘
steol} 34 335.0 ko 893,0 36 ghlis 37 116 50 609,8 55 29342

VYehioles and machinery
(1meludine motor cars amd

tractors) Lk 595.0 53, 29140 46 0349 35 377.4 61 997.8 '59 69243
Elootrical mechinery snd

apparstus 1l 726,0 17 67,2 13 7835 11 677.7 13 739M 17 68549
Stones glass and ceramice 11 487.0 12 899,9 12 210.7 16 556,6 "1t 280.2 13 206,6
Patrolewn produsts 25 B5LU,0 2% 685.6 2 W8,z 31 009,1 32 59,1 35 hz28.y
Chemical (Lneluding petro~ :

chemical ) produsts 20 545,0 21 366.8 20 D31.8 19 115.0 21 N6a0 26 111.0
Rubber 5 62,0 7 0946 7 530.9 5 698,6 6 937.4 7 30145

B, Developed industries 174 342,0 173,812, 165 3.7 165 O04.3 173 7084 183 133.8

Pagd and beversges

{inoluding meat) . 85 369.0 64753 - 6329141 77 135.4 71 117.0 72 72349

Textiles . 32 63040 33 256.8 25 75645 2k 5240 31 Hhg.6 34 01642 -

Others end artfsan produstion 76 143,0 75 84043 69 26642 63 3h4.9 70 8la.2 76 39347
Total 336 51,0 3623790 340 B18.5 326 2M3.) 369 BOM.7 Lo 120.7

Source: National Development Counsil (CONADE),
8/ Provisioml figures.

/Table 3
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Teble 3

ARGENTINA: INDEXES OF THE VALUE ADDED OF MANUFACTUAING INDUSTRY AT MARKET FRICES
~ (Zndexs 2960 = 100)

1964

Groups 1950 1955 1960 1561 1962 1963 1365
A, Developing industries k6,8 9.7 100.0 115.9 108,0 9982 120,6 ‘ 1373
Paper and paperboard 737 91,7  100.0  123.3 1201  115.6  130.0 1541
Metals (imoludes iren and |
steel) ug.3 86,1 100,0 119, 107.8 108,1 Wy 184
Vehicles erd meshinery ‘ |
(1ncludes motor cars and
tragtors) 325 50,7  100,0 1135  105.2 88.3  116.6 1359
Eleotrical maohirery and . .
apparatus 19.9 55.7  100.,0 120,0 9346 79.3 93.3  120.1
Stone, glass and ceremies B35 93,7  100.0  112,3  106.3 9.9 98,2  115.,0
Potraleum products 6646 27 10060 108,3 12249 121,3 1275 138.68
Chemieal produsts 5340 .8 100,0 1040 975 .5 1057 127.1
Rubber 46,0 83,6 100,0 133,86  130.7 98,9 1204 126.7
B. Developed industries 9243 92.0  100.0 997 P48 b 9946 105,0
Food and boversges 8942 7.6 100,06 99,0  108,0  118.0 1091  111.3
Texti} s 9l 98,1  100,0  101.3 8145 7 96s1 10346
Othors and artisan ' ' | ' '
preduction 5.5 95,9 . 100,0 996 91,0 83.2 93.0 . 10043
Total 695 83.6 100,0 1075 10242 9.8 109,8 12046

Sourcet Mational Developmemt Counct) [CONADE}.

/At the
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At the same time as the growth in the production and complexity of
factory industry, the contrlbutlon of ‘artisan production, already very
small in 1950 (7.1 per cent of the edded value of manufacturlng 1ndustny),

fell t6 'h.4 per cent in 1961, R e

Tt is worth mentioning the changes whlch have occurred in the Lses

of 1ndustr1a1 production durlng ‘the period. B&tween 1950 and 1961 the part

used for lnvestment 1ncreased by four and half tines (in terms -of constant
prices) and its relative 1mportance rose from 4 to 11 per cent. (See .
table 4.) . _ L '
The part used for consumption also lncreased, but only by 25 per cent,
and its contribution to the total fell. : = e
' The part used for export remained at the same Ievel over these years.

,This is because manufactured exports consist almost entirely.of artlcles f‘;
of agricultural origin and their development was held back by the. stagnatlpn
of this sector. . There were, however, large increases in 1962 and.
1963 as a result of drops in domestic consumption. -

it 15 worth giving some details of the 51tuat10n of non—traditional
industrnal exports, which showed the follow1ng large increases in 1963
-iron and.steel products, 13.7 million dollars; medicines and pharmaceutlcal
products, 3.5 million dollars; machinery and motors in general, 10.5 million
dollars;. paper and paper board, 4.8 million dollars. These open up new |
: prospects, whose effect: on domestic 1ndustry-w1ll be.to enable lnstalla—- -
tions to be used at fuller capacity. _ L

‘The remaining part of industrial production, that used for inter- - ~ -
mediate consumption, increased by 65 per cent during the period, mit fts . -
share in the total grew only from 31 per cent to 33 per cent. ({See again
table 4.) |

This complex industrial development did not result in immediate
savings of any significance in imports of intermediate goods. The beginning
of domestic production of many goods, most of them durable consumer goods,
created an induced additional demand to meet which new imperts of inputs
and equipment for their production were needed, and these quickly
outweighed the value of what was substituted in other sectors.

/Table &
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Table 4
_ARGENTINA: USES OF MANUFACTURING PRODUCTION

, (Perc.ent‘a?ge". composition) -

1950 1955 1960 1961 1962 - 1963

Bl " g T -

1, Production valug 100.0 . 100.0 = 100.0  100.0 . 100.0 . 100.0
2. Investmemt ° . 3.9 57 ~ 102 1.1 104 9.3

‘3. Comsumption 555 531 SLI 49.h 489 . 485

L. Exports 9.2 . 59 5.9 5.9 - T.6 '9;1""'

5. Remainder for
intermediate

consumption  3L.A 353 328 33.6 331 331

R e T e e e e oo o Luh Y ——— — -y

- Source: National Develdpmentj Council (CONADE)'.,

/The motor
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The motor vehicle, tractor and electricel apparatus industries’
provide the most obvicus examples of this process. The savings in foreign
purchases of these types of finished goods have been counter~bulanced by the
additional demand created for tlie semi~manufactures, raw materials and
constituent parts peeded to maintain their growing preduction.

Parallel with this, the productive. processes for an important group
of 1ntenned1ate products of, améng others, the iron and steel, paper and
paperboard and chemical lndustrles, are being integrated vertically, In this
group it is vltal,that the investments already made should mature and that -
those programmed should be carried out in order that the resulting import
substitutions may be carried out on a4 considerable séale. o

In addition, the re-equipment of traditional industries and the
development of new have given rise to large imﬁorbs. There have been
larger than necessary, because the lack of any adequate'policy for the
financing of domestic indust:y s equipment turned orders towards foreign
suppliers. -

These factors had the result that in overral) terms industry did not
reduce its pressure on the demand for imports during the period 1956&1?63.
A further factor which prevented gradual substitution of imported
products was the diso?der and lack ¢of programming of industrial investments.

A certain degree of instability has been caused in industrial
development by'bottlenecks in the production stages ef differenﬁf;;ctors.

. 3. Financing of manufacturing industry
The financing of industry is analysed on the basis of information .
obtained from a sample of industrial stock companies, This enabled some
idea to be obtained of the major headlnga of capltal formation in

Argentine industry.
Approximstely 65 per cent of the total use of funds consisted of
real investment and 35 per cent of financial investment.
60 per cent of real investment was used for in¢reasing fixed assets,
and the other 4O per cent for inventories,
85 per cent of financial investment was assigned to current liabilities

..,

and the other 15 per cent to ligquid assets

/The share
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The share of domestlcally produced goods in the increase of fixed
assets has heen grqwing (as will be discussed below), rising from 53 per
cent in 1957 to 67 per cent in 1961. 1t should be mentioned, however, '
that 30 per cent of those assets consist of civil works, the remaining
60 per cent being machinery and equipment. -

The investment-product ratio increased from 12.5 per cdnt in 1953 to
19 per cent in the period 1957—1961 Correspondlng to .the increase of this
co~efficient is the fact that the enterprlses have been increasingly
rgaortlng to internal financing, ‘

' Between 32 and 35 per ¢ent of 1nternal financing consists of
depreciation dllOdeces, the-remdinder being undistrlbuted profits,

50 per cent of the external flnanclng of the enterprises correaponds
to suppliers credits, 15 per cent to shares subscribed and the remaining
35 per cent to bank credit. From 1960 onwarqs the accumulation of fiscal
debts, inc¢luding social-charges, constituted a further impprtantAcantrmbutlon.

(a) Internal financing of th§ gnterprise§

The continuocus risé in the général p:ice level has affected the
investment policies of the enterprisés'by making their depreciation
allowances insufficient for financing the normal rensewal of equipment.
Extraordinary amortlzations and book revaluation of fixed assets have been
only partly able to make up for this.

It has been estimated that the amortizations credited by the
enterprises have alone covered between 25 and 35 per cent of the amortiza-
tions at replacement cost. As allowances for renewal of capital goods
apart from amortizations are taxed by law, reinvesiment of profits has
seemed to offer the best solution (payment of dividends in shares).

In the matter of reinvesting profits the stock campanies have
generally followed a different policy from that of ¢ne-man or partnership
enterprises. :

‘Until 1955 the stock ¢ompanies dlstrlbuteq their profits in cash
payments in 8 pnopprpion af § to } to the shares d;strlbgted. Since that
time.the proportion of-prcfits capitalized'ﬁéﬁ grown from 30 per ¢ent to
(at the present day) 60 per cent. The composltiop of dividends has changed
correspondingly to a relatian of 1. 5 to 1 between shares and cash.r ngher

/capitalization has
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capitalization has been achieved by compensating shareholders for the
relative decrease of their income with an increase in the proportion of
profits distributed (cash and $hares), to the detriment of the formation
of reserves.

According to the fragmentary information available, which cannot be
considered representative, the one-man and partnership enterprlses have
had a lower rate of reinvestment than the stock companies, 7
(b) Bank flnancxng for manufacturlng 1nﬂust;z

The two procedures used to anglyse bank flnancing for manufacturing
industry have given apparently contradictory results, which, however, are

readily explibable as arising from the different frames of reference used.

If the balance of bank loans to the different sectors of the economy
is considered, industrial production can be seen to have ingreased its
share with respect to the economy as a whole. (See tgble 5.) This increase
was most marked in the period 1953-1960; it represented 35 per cent in
the former year and, growing in each successive ytaf, reached 45.9 per cent
in 1960, In 1961 it decreased slightly (to 44.3 per cert) end then resumed
1ts upward growth to reach the maximum of the perlod (46,1 per cent) in
1963.

This larger share in the bank loan balances does not mean, as might
appear, that a relativelyv zeooter volume of lo2ns waes avallable for
industrial produetinn, but only that this suffered less from the effects
of the credit restricciciis than the other econcmie activities.

This assertion is noft obvious from table % because the fact that
industrial production increazed its share in the bank loan balances does
not by itself mean that incustry enjoyed greater credit facilities than
the other seclors.

To elucidate this point the percentage structures of the bank loan
bél&ncas and of the gross domestic product at market prices have been
compared; lastly, table 6 gives the relation between the relative
impertance of the lean balances of industry and the percentage contribution
of induétrial production to the formation of the gross domestic preduct.

/Table 5
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Table 5
; ARGENTINA: BANK LOAN BALANCES

(Percentages)’

1953 1955 1960 1963 1964

Lkt ¥ TLY T ™ - . —r g

Primary 26.6 27.h 25.3, 22.9 26,5

Industrial - 35.0 35.4 - 45.9 6.1 43.0
Electricity and gas 1.8 1.4, 0.5 0.8 1.4
Building 3.9 3.5 3.9 5.5 3.7
Trade : 12.8 4.2 15.8 16.1 15.8
Services 11.0 10.1 L5 b7 L.8
Official bodies 5.8 - 4.7 1.3 0.9 1.2
Miscellaneous 3.1 3.3 3.0 3.0 3.6

Total 100.0  100.0 10,0  100.0  100.0

Source: Statistical Bulietin of the Central Bank of the Afgentine'Republic.

/A8 uppears
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As appears from this, in 1954 and 1965 the relation was lower than
in the base year (1953=100), but in the rest of the period it was always
above 100, This means that in over-all terms industry has increased its
share in the total of bank loans more than its contribution to the
formation of the gross donestic product. '

It is 1nteresting to note that the maximum value of the period
occurred in 1959, a year of credit restriction when, as will be seen below,
bank financing for industrial produgtion reached its minimum. This
confirms the-abqve conclusion, that industry was merely the sector least
affected by credit restrictions.. B

The second of the analyses made was based, like the first, on the
bank loan balances for the 31st December of each year, but took into
account only industry and the industpial production valge.

The analysis had to confine itself, at the over-all level as well’
as that of the particular branch, to the total of loans, as lack of infor-
mation ruled out separate study of credit for investment and for working
capital or long-, medium- and short-term credits.

If advances oﬁ current aecounts and discounted bills can be considered
short-term credits, the balance of secured loans would include short-term
as well as long- and medium-term credits, which would have made analysis
of this type completely impossible. |

As can be seen in tzble 7, the co~efficient of bank loan balances
relative to the industrial production value was 11.9 per ecent in 1953 and
decreased svery year, with slight ups and downs, to 9,2 per cent in 1957;
it showed a slight increase in the next year (10.0 per cent),

/Table 6
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Table 6

ARGENTINAs  BELATION OF TE PERCENTACES OF TIE INDUSTRIAL LOAN BALANCES IN THE TOTAL
T0 THE FERCENTAGE CONTRIEUTIONS OF TNDUSTHY 7O THE GROSS IXMESTIC PRODUCT

Yeer o - o . Index of the
' relation
S I ML T
1953 o 115.1 ' 100,0
1954 : o - " 108,2 : : 9347
1955 o 102.9° . - : 89,1
1956 120,8 104,6
1957 ' 120.1 104,0
1958 122, : S 1063
1959 1378 11%.3
" 1960 13143 - 11k,2
198 1248 108,0
1962 ‘ : 133.3 ' 115.%
1963 ' 18 _ _ 11647
1964 ' S U FL 10k, 2

|
~

g - Ty R

Source: Prepered by the National Development Council (CONADE).

_ Table 7
ARGENTINA: RELATION BETWEEN THE INDUSTRIAL PRODUCTION VALUE AND THE BANK LOAN BALANCES

et T L LR e e e v — ™ p— ™

:_[ndus'{:r:lal prsduction

ey A o v ~ L A

Yoar A ’ - . B

Percentage
et ™ gy rrp—— - ;]
R : Bglanae of e
,?rodxfnnon var."_lus s/ Yosne & T A
1953 79 935 9 543 1.9
1954 92 039 ' 1089 n.5
1955 16 82 12 ko . 104, ..
1956 : 19 9gh : . 16 086 10,5
. 1957 202 205 - - : 18 539 Je2
1958 . 267 764 _ 28 675 ‘ 10,0 - .
1959 ‘ 565 500 - 38 785 69
1960 7M. 292 ' - 57. 176 S 79
1961 BeE oy _ 74 936 . B.7
1962 10311 82 345 - 8.0
1963 1 245 750 101 528 Bel

1968 1 780 177 132 32746 744

Source: Nationel Development Cownoil, o o
8/ In oillfens of Argentine pesos,
‘ /In 1959
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In 1959 the contribution of bank credit to the financing of industrial
production fell abruptly, reaching its minimum for the period (6.9 per cent).
This was due to the monetary pélicy measures introduced. in that year, which
included raising minimm cash reserves of the banks and restricting credit.
From then onwards contribution 1ncreased, though without at any time
reducirg the levels of 1953-1958,

This decrease did not affect all branches of industry equally; thus,
while some have maintained the loan balances-value relation of 1953 or
have even raised it, others have undergope large decreases in this form
~ of financing, A tsble was prepared giving these different changes divided
into two groups. (See table 8,) :

Table 8
ARGENTINA: CHANGES IN BANK FINANCING OF INDUSTRY

With increased bank financing ' With decreased bank financing
1. Electrical machinery  + 86.0 1. Metals | 5.3
2. Pulp, paper, and printing 2. Petroleum, chemicals 9.1
and allied 1ndustries +13.3 3. Textiles 10.4

3. Leather ' -+ 1.3 " Lo Stone, mlass and

¢eramics 13.8
5. Wood 21.3
6. Vehicles and machlnery 34.9

7. .Other industrial products
8. Food, beverages and
tobacco , 52.9

e Lmaas p———

It is worth remarking that the genergl level of bank financing for
industry fell by 37.8 per cent,

' Naturally, the qiffaﬁanqas noted correspond to the first and last
years of the period analysed, and though they also coprespond to the maxima
and minima of financing in certain cases (food and beverages),'in most the
peaks ocourred in intermediate years.

/k. Industrial
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L Industr:.al employnent J.n the tota.}‘. g._ctye gogulation

‘‘‘‘‘

a year i,n the last few years

. Industrial employment has malnt.ained it.self at roughly 25 per cent
of t.he total active population, with ‘some small flyctuations,

In the agricultural sector, on ‘the other hand, employment has
greatly decreased, falling from 2 k mllion persons :Ln 1947 to 1 5 million
in 1960. _ _

To complete the camparison, the services sector (t.rade, transport
and communications, energy, sanitary services, etc,) represents the most
important source of employment; in 1960 and 1963 it employed gbout 48 per
cent of t he labour force of the country. '

Table 9 gives total employment and' its distribution by sectors for
© 1950, 1960 and 1963.

Table §

| ARGENPINA: TMPLOTMENT BY SECTORS OF ACTIVITY
_ {In thousands ¢f persons and persenteges)

r ——— o " . T — G g T

1950 1960 1963 :
Volume  rom. Volue  Lor Voluma - (oen
e RSN N -
Agriculture and fishirg 2 211 2940 1435.7 18,6 15150 191
Mines and quarries 335 Ol 540 Dab L5‘77.3 - Oub
Marufacturirg Sndustry - 1 7824 23,3 2165.9 . 26,9  2033.% '25.7
Building o 50343 66 50045 Be2 43605 - 55
Services . o . ‘
Trede . 86549 1.3 9948 1243 9757 . 12e3
Tramport, storage end - ) :
sommuni oations L6345 el 57149 7.1 | ‘555.6“ 740
Rlectricity, gas m:l wator 57¢3. 0.7 The9 0u3 75-9 1.0 .‘
Other services 17252 22,6 2205 2%k 2281.9 2848

——: VR r— T ———— ——— ——— T———— " - * r p—

Saurge: National Develepment Counotl {CONADE)

/5. Location
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5. Location of industry

In the past the dependence of Argentine industry on foreign trade
a8 a result of the lack of domeatically produced raw materials or {as in
the case of the meat packing plants) of the fact that its production was
destined for export, meant that mogt establishments were installed in the
federal capital and its surroundinga.(Greater Buenoslhires) and on the
river iitoral where there werg oversess ports.

Subsgequently the rapid grOWQﬁ of the population of Greater Buenos
Aires created a large market and a supply of manpower large enough to
warrant installing every type of industry in that area. 45 a reference,
a survey of the regional econamic structure made in 1953 showed that at
that time the urban conglomeraﬁion known as Greatep Buenos Aires (which
comprises the federal capital and its conurbatiﬁns) aceounted for 64 per

So far the efforts made towards promoting diversified induystrial
development in the interior of the country have not had much success.

In general, the industrial centres of the interior confine themseives
to the processing of basic agriculbtural produgts characperistic of their
gone. This is so in Mendoza‘(grapes), Chaco (cotton), Tucumédn
(sugar csne), etc, -

The next most important indusirial area is constituted by the other
districts of the province of Buenos Aires, whose prpduétive activities
.consist. basically in the processing of agricultural raw materials.

- An industrial belt has grown up on the west bank of the river Parand
between'Buenos dires and Santa Fe, which concentrates, in particular,
about 80 per cent of iron ahd steel production and a large proportion of
petrochemical preduction. The province of Santa Fe is itself an
important industrial area, largely because it borders on the Parané.

- The contribution of the province of Cordoba has grown in the last
few years as a result of the installation of motor vehicle, railway
material and other plants, which have had a very rapid growth and have
prdduced an expansion of subsidiary industries. -

/Chapter II1
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Chapter II1

PLANS OR PROGRAMMES OF INDUSTRIAL DEVELOPMENT

1. The national development plan for 1965-1969

(a) Tﬁe Nationql'ngqlogmant Council

It was the Nationél Development Council (CONADE), responsible to
the Office of tha President, which prepared Ahe Mational Development Plan
for 1365-1969. This body is responsible for defining long-term
development, objectives, preparing medium~term plans and annual programmes,
analyzing projects and assessing the results of the country's economic
policy. Its decrees of constitution and organization wére dictated ip
August 1961, October 1963 and January 1964.

The Couneil consists of a Board of Directors, which determines
the genersal orientation of its work, and a Permanent Committee which
provides the technical and administrative direction. The Board of
Directors is presided over by the Minister of Economic Affairs and
consists of a vice~president, an executlve secretary, a technical secretary
and councillors representing each miﬁistry and state secretariat with
sconomic responsiblilities, the Central Bank‘and the Federal Investments
Council. The Permanent Committee consists of the vice-president of the
Board of Dlrectors and the technlcal and executive secretaries. The
various worklng groups: that of over-all programming, those of sectoral
programming (agriculture, industry and mining, enargy » transport) and
social programming, and those for public investment, special projects
and special pfogrammes of basic research, operate as branches of the
technical secretﬁriat.

Previous to formulating the plan it was necessary to make an
extensive study of the economy during the last few years.

The preliminary report on the plan was published in September 1964.
When the prevised edition was being prepared (it appeared in September 1965),
the Development Council obtained the reSﬁlts of economic activity in 1964,
which were important in order te provide a better basis for the programmes,
and held sectoral advisory meetings with entrepreneur organizations and

with some of the trade unions.
_ /The Development



The Development Council continues to work on improving the economic
indicators, such as the revised index of industrial production, the
employment and unemployment surveys, the edonomic budget, in order that
government policy can be adapted in good time to the needs of the
changing situation of the economy. ' R

The recommendations proposed in the plan have a double purpose:
to orient the work of the government agancles and to outline pollCleB
for leadlng the activities of the private sector and the develOPment of
" the economy in the directions desired.

_ Industrial develnpment appears in ‘the plan as an integral part of
an over-all economic development policy, . Besldes the ov¢r~a11 objectlves
and projectiqns applying, among other fields, to population, the labour
force and employment, to the external.sector, to the public sector and
1o the financlng of the plan, sectoral deVelopment prognammes have been
established for: _ _

~ Agriculture, forestry and fishing

- Industry and mnlng '

- Energy '

- Transport and communications o

- The social infrastructure: Education, Public Health, Housing,

and Sanitary Service's. - '

A descrmptlon of the over—all progrdmming and of the programmes
for ‘industry follows.

(b} Qver-all sbjectives and:projections of the _plan

To provide 4 general frame of reference some of the macro-economic
projections of the plan w;ll be given. In this wgy, the over-all
framework of the programme for development of Argentine industry and
its chief sectors in ‘the period 1965~1969 can be Jndged with greater

derstanding
. (1) Grawth of the gross dnmestic product. The development plan
envisages a gross damastlc product of 33.6 per cent above its 1964 level
by 1969, growing at an average annual rate of a Imost & per cent, which

is equivalent to 4.3 per cent a year per capita. (See table 10.)

/Table 10
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"Table 10

ARGENTINA: PROJECTION OF THE CROSS DOMESTIC PRODUCT
: AT MARKET PRICE -

. (Index ;g§0'= 100)

Agriculture and fishing b/
Quarries and mines
Manufacturing industry
Building ¢/

Trade

Transport and storage
Communications
Electricity, gas and water

Banks, insurance
.and the like

Ownership of housing

G6Vernment services

Other services
Total

1964 a/ 1965 1966 1967 1968 1969
106.7 113.0 117.7 - 122.6 126.7 131.1
142.6  169.8 190.2 208.0 235.7 268.3
109.8  120.6 131.7 141.9 -150.8 160.2
100:2  106.4 121.0 133.0 139.1 144.1
100.9  109.3 117.2 - 125.7 132.1 138.%4
1017  107.2 116.0 122.2° 128.6 135.6
"97.8  108.1 117.5 122.3 127.3 134.1
155.9 . 174.L 196.6 216.3 233.7 ° 251.3
109.4 112.3  115.4 118.6 121.8 125.0
103.0 104.5 105.9 107.1 108.2 109.5
100.9  100.9 100.9 100.9 -100.9 100.9
107.8  109.0 110.0 111.0 112.0 113.0
0 106.9 1.5 -122.3 129.7 136.0 ¢ 2.5

l

—

Source: National DevelOpment Board (CONADE}).
Prov131onal flgures as on the 30th January 1965.
In contrdst to the series in table 1, this doeg not include sectoral

&

investments in buildings and 1mprovements

L4

Includes agricultural buildings and improvements.

/This target



This target seems ambitious in comparison with the growths achieved
in the last 15 years, in which the five years of most rapid and sustained
growth, namely 1953-1958, showed an increuse of the gross domestic product
of only 27 per cent, or roughly 5 per cent a year; but in contrast with
that period, the quinquennium beginning in 1965 has been preceded by a
triennium of large investments (l960~1962) followed by a recession
(1962-1963 ) which prevented the new installed capacity from being used.

For this reason a more rapid growth to the point of achieving full
employment of manpower and use of installed'capacity is envisaged for the
first years of the plan. In addition to this, the improvements of the
economic infrastructure programmed for these first years will substantially
increase the efficiency of the productive activities. An increase of the
gross domestic product by 7.1 per cent has therefore been projected for
1965, by 6.8 per cent for 1966 and by 6.1 per cent for 1967, after which
the growth rate will be maintained at a steady 4.8 per cent for the
following years. This latter rate can perfectly well be maintained over
the long-term by a country with abundant natural resources and an
internal market of considerable size, and which saves 20 per cent of its
income. '

(i1) Aims of the National Development Plan and its strategy. The aims
of the plan in outline are as follows: .
(a) That the product per capita should have a continuous growth

during the period considered;

{b) That full employment of the labour force ‘should be maintained,

(¢) That a more equitable income distribution should be achieved;

(d) That the lgvel of conswuption should rise in accorddnce with
the expansion of productlon capacity and the improvement of
present levels of education, public health and housing;

(e) That inflationary tendencies should be graduélly eliminated.

The strategy implicit in these aims is as followss "

(a) To obtain an effective solution to the needs and real prospects
of the country in the supply of agricultural products;

(b) To achieve full use in economic conditions of ipndustrial
installed capacity. |

(¢) To achieve
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(c) To achieve ‘industrial integration in the more dynamic, basie
and-'not yet developed sectors, so:.as to overcome the present
disequilibrium between production of final and of intermediate
goods ‘and thus substitute imports, obtain better use of the

" production capacity of capital goods and promote use of existing
. natural resources and raw materials;

(d) To create a surplus in the trade balance which will enable
-financial obligations to be reduced during the periocd without
preventing an increase of imports; -

(e) To diversify exports as a protection against the effects of the
fluctuations of the world markets.

(£f) To consolidate the infrastructural projects needed for the period
itself and for ensuring subsequent development. '

(¢) Conditions which must be fulfilled bv the main productlon and
services sectors _ .

The Argentine economy's evolution during the last few years was
charzcterized by periods of dynamic industrial growth with agriculture
tending always to remain more or less at a standstill.

The growing demand for imports as a result of industrial growth was
not sufficiently compensated by substitution processes or, owing partly
to the relative stagnation of its production and partly to falls in
international prices when the physical volume of its production did
increase, by a large growth of exports from the agricultural sector.

As a result each.of these periods of growth provoked a crisis in -
the balance of payments which ended by producing internal recession.

It is essential that this recurrent process should be broken if
there is to be continuous growth. This can be done in present circun-
stances by taking full advantage both of the comparatively favourable
position which Argentine agricultural production enjoys in the world
market and of the particular conditions which now obtain.

(i) The agricultural sector. - For the -above. reasons, the plan
projects the development of the agricultural sector through modernization
of its production technigques and, by improving methods:of land use, through
an increase of land productivity, ~The uncertainty which at present

/discourages investment
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discourages investment can be reduced by following a policy which at once
makes it easier to obtain funds for investment in this sector and tends
to stabilize the prices of its products.
The growing world demand for meat makes it obvious that the

largest growth trends for exportable production should occur in livestock
raising and gran fodder for animals, Growth thus specifically designed
to take advantage of the situation in the world markets should be
combined with a generally expanding agricultural production able to
satisfy a growing domestic demand and maintain existing markets.

(i1) The industrial sector. Parallel with the development of agri-
culture, which will be able to provide a classic solution to the needs

of the developing economy, the industrial sector should intensify the
trends which resulted in its recent expansion, so that the productive
activities encompass all pfojects pertéining to basic industries and the
production capacity of capital goods is more effectively utilized., In
this way the import substitution process, which is almost complete at
the final consumer good level, will be extended into the industries
producing semi~finished products and production goods. ' '

it is essential for the economic growth of Argentina that its
industry should depend less on foreign supply and thus maintain its
dynamism, since only industry can provide employment on a massive scale
for the increasing active population. Industry should adapt supply to
the changing pattern of demand in which manufactured articles are
becoming an increasingly important factor as per capita income rises.

Moreover, as labour will increase its share in the distribution of
the industrial product, the dynamic expansion of ihdustry will contribute
to the objective that a more eguitable distribution of income be achieved
at the same time as the gross product per capita is increaéed. But in
order that the dynamic growth of industry should not in turn create
anomalous factors capable of affecting the stability of the economy, the
plan lays down certain conditions under which this growth must take
place. , |

The processes of vertical integration and import substitution must
not, for instance, take place in such a way as to increasé the costs of

- /the final
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the final'industries for consumer and .capital goods. On. the contrary,
the use of externdl economies of 'scale in industrial complexes should -
enable costs to be reduced and the industrial competitiveness increased.

This is not by any means impossible to achieve, for the industries -
in which these processes will take place - iron and steel products and
metallurgy, pulp and paper, petrochemical products and chemical products
in general - have a market large enough to guarantee the econcmies of .
scale permitted by present technology. o o

Greater divergification of exports is fea31ble by orlentlng
industrial development. in this direction. Technical progress and
management capacity-are already sufficiently advanced in the metal-
transforming industries to provide the basis for diversification.

The efficiency of these particular industries will be increased and
their costs reduced by the increasing demand for locally produced capital
goods, and when the new projects for the production -of intermediate goods
go into operation, they will be able to accumulate large external savings
in their supplies. . : : e

-In the world market the price level of manufactured products which
have a high labour intensity (as is the case, for instance, in many
capital good items) depends an.the level of internal agricultural prices
which are of basic importance in determing wages. :

As the protectionist agricultural policies of the large industrial
countries tend to raise their internal costs, the competitive position of
Argentine industry,once the necessary level of efficiency is reached,
will be favourable in the long run, and will be so on the basis of an
equally high internal standard of living. " _

In this way the comparative advantage in agriculture which Argentina .
now possesses will cause, if it is maintained‘feiati#é to changing factors,
a further comparatlve advantage in the industrial field.

. Partly for this reason and partly from the avallablllty of low cost
of raw materlals, some of the trddltlonal 1ndustr1es such as texxlles, if
properly reorganized, and of the new 1ndustr1es to be develOped such as
the petrachemlcal 1ndustry, will be able to contribute to the dlversiflcatlon
of exports

. \ /This form
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This form of industrial development is also consistent both with
the objectives of stable growth of the mroduct and its more equitable
distribution and with the supremely important task of laying the founda-.
tions for the transformation of the Argentine economy, during the period
of the 1965—1969_ Plan. This will ensure the long~term development of
indusfny in a world market where trade‘in marufactured products tends to
grow more rapidly than that of‘raw materials and agricultural products.

{iii) The economic infrastructure. An-adequate deVeldpment of the

economic infrastructure is vital if the factors of production are to
achieve the targets established without the development of new bottlenecks.
For the energy sector in particular the plan projects more rational use
of the country's resources, and for the transport sector it proposes
measures for incfeasing the effiéiency of the provision of services and
combining the different systems which exist at present.

(iv) The social infrastructure. The sociai infrastructure must also

be adapted to the needs of a sustained and fairly rapid economic growth,
In education and public health, the main problem is to improve the output
of the existing systems. In particular, education needs to be capitalized
and reorganized so that it can meet the increasing demand for technical
personnel which will result from both agricultural and industrial develop-
ment. Co~ordination of the different levels of instruction, within an
over-all human resources programme, is likewise required. |

Of major importance for the social infrastructure is house»building,
which must grow rapidly to meet an unsatisfied and growing demand and
because it is an important dynamic factor in economy and in employment.
For this purpose financing and savings sources will be prdvided.

(d) Growth of the economic sectors

There is a considerable difference among growth rates prejected by
the plan for the different sectors. (See again table 10.)

The largest projected expansion is in energj production, where it
is necessary for maintaining self-sufficiency in liquid fuels and
preventing new bottlenecks in supply of electricity.

The next largest will be in manufacturing industry, in accordance
with the high elasticity of the inflow of demand for its products, and in

/building, where
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building, where it has become necessary to- reactivate house building in -
order to meet a shortage which has increased over the years.

After these come the transport and communications sectors, vital
for an efficient development of production.

The 23 per cent expansion projected for the agricultural sector
will represent a considefable increasé in the volume of  agricultural
goods per caplte, and should satlsfy'both domestic consumption of food
and industrial raw materials as well as export needs.

- Lastly, thé plan envisages a decline ‘in' the contribution to the
gross product of trade, flnanc1al personnel and especially government
serviees., ’ ' ' 3

(e) Use of productlon

The increase in the gross product envisaged in the plan should be
set off agalnst the increase in consumer demand (from the 1ncrease of
per capita income and the expected rise in real wages), in lnvestment
needs and in the exporte needed both to ensure the eupply cf 1mporte "and
to make net serv1ce payments on the externel debt contracted 1n previous
years.

The annual forelgn trede surplus will steadlly grow in real as
well as current dollar terms as a result of the 1ncreasxng phyelcal volume
of exports combined’ w1th a slower upward trend in that of 1mports, and
of better exchange terms than those of 1960. This latter will be ma;nly

-due to a rise in the prlces pald for Argentlne exports, whlch Wlll be
reinforced by the expected change in their composxtlon.

For these reasons it is env1saeed that goode and services used for
consumption and internal 1nvestments w1ll grow by about 35 per cent by
1969, which 1s a rate rather hlgher than thet of the gross domeetlc
product,

It follows that the making of large 1nvestments should bs compa—
tible with an 1ncrease of 34 per cent in total consumptlon and of 38 per
cent in apparent famlly consumption, es long as the proposed policy for
severely restrictlng government consumptlon expendlture is carried out.
But thls level of consumptlon would not of course, be reached if export

"/targets higher
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targets higher than the minima caleculated in the balance of payments were
achieved while food production did not increase beyond the projections
established in the plan.

Analysis of the origin and use of goods and services (excluding
government personnel services) in the first and last. years of the period
of the plan and comparison of the results of this with 1960 historical
data bring out further details of the use of production and imports.

(See table 11,)

It appears from this analysis that by improving 1nstalled capacity
use in the industries of semi-finished products and of capital goods, and
by pursuing an import substitution policy, the contribution of domestic
production to total supply will be increased. _

.The type of industrial expansion projected will also involve an
increase in the relative importance of production for intermediate use in
the utilization of the total supply of goods and services.

As was remarked above, at the very beglnnlhg of the perlod there
wlll be a fall relative to 1964 in’ absolute and relative inventory
increases, and if goverment consumption remains constant family consumption
will grow. It will then remain at practically the same level for the
rest of the period which, combined with the growth of available goods
and services, will make for a rise in the level of these per capita.

The plan envisages that the part‘of supply absorbed by gross fixed
investment will slightly decrease during the period, owing to a mdre
rapid growth of'production for intermediate use. In 1960 this part was
conSiderabLy larger, because, among other reagons,there was then
financing in the form of a current account deficlt in the balance of
payments, whereas 1n the period of ‘the plan there is expected to be a
surplus, as a result of the policy of producing a net decrease in the
countries debts. | _

The annual series of predictable family consumption shows an upward
trend in manufactured goods in conformity.with the level of income per
capita achieved each year and the consequent changes iﬁ demand preferences.

By 1969 family consumption per capita will have increased by 15 per -
cent in the food ﬁrodﬁcts heading, by 30 pér cent in manufactured products
and by R2 per cent in the services heading. (See table 12.)
| /Table 11)
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Table 11

ARGENTINA; GOODS AND SERVICES AVAILAHLE AND THEIR USE

1+ Sourses
1e Gross domestio product
2. Mimus: exports
3s Plus: Imports

4, Adjustment, by balerncs
of services

1. Goods and services availabla 10040

le Mimus inventory ohanges

11T, Goods and services used

1, Oross fixed imvestmert
&) Bullding ‘ '
b) Equipment and repais
24 Consumption
=} Goverrment

b) Family

n

el

1960 1961 1962 1%63 196# 1965 1966 1§67 : A196&_ 1969
58,8 95,5 1001 1057 10l 1011 100,6 1007 ¢ 1008 101
9.0 245 11.2 12,4 10.8 9.7 9.6 %3 9.2’} 9.0
o4 120 0.7 8.3 . . 8.6 81 - . 85 Ba 79 7.5 .
“042 <01 0.l ol 0.8 0.5 Ou5 05 05 . oM
100.9 160.0 100.0 100,0 100.0 160,0 100.0 - 100,0 " 10040

0.7 ~043 “1.0 ~0.7 15 Ot 045 05 . 05 . 0.5
993 ©100,3 1010 100,7 . 985 9946 3945 995 -, 9%5 . 9%5
22,8 22,7 241 20,8 200k 204 21,3 2. 2k 2N
B8 B 8.9 86 8k B4 B3 92 %2 . 9.
10 WA 152 122 12a 0 120 125 125 1n2 123
%5 € 763 723 780 792 782 78 781 78X
8.5 8.0 B By B4 78 74 71 67 . bl
6840 69.6 682 M2 697 - 7049 7049 _' N7

Source: National Development Flan,
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Table 12

ARGENTINA: FLOW OF FAMILY CONSUMER GOODS

(Per capita, at 1960 prices)

Food a/

Manufacturing

;:;;~§f;§;gigf industry Services b/ Total

1960 12 061.7 1, 220.9 7 292.3 33 574.9
1961 12 620.8 L, 746.1 7 523.9 34 890.8
1962 12 706.8 12 029.1 7 446.1 32 182.0
1963 12 524,.8 10 457.2 7 192.9 30 174.9
1964 - - - -

1965 12 651.4 1, 307.1 8 080.6 35 039.1
1966 13 060.9 15 516.2 g 280.0 36 857.1
1967 13 431.9 16 7.4 8 457.2 38 600.5
1968 13 64,0.1 17 630.6 8 696.6 39 967.3

18 515.0 8 893.1

1969

13 945.0 -

41 353.1

Source: National Development Plan.
8/ Includes those of industrial origin.

b/  Includes petroleum products.

The following are the elasticities relative to total consumption

with respect to 19601 food, 0.67; manufactured products, 1.3; services,

0.94. These values are consistent with what occurred in the previous

period of growth (1953-58) and with the planned growth strategy.

More detailed analysis of the projected gross fixed investment
shows that its share in the product will not change significantly, though
it will be somewhat lower than that of 1960-64 and higher than that of
the two preceding quinquennia; but some large changes in its composition

are expected. (See table 13.)

/Table 13
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Table 13 . )
ARGRNTINA: - PERCENTAGE COMPOSITION: OF THE DOMESTIC GROSS FIXED INVESTMENT

(Percentage s)

. _ _ , ‘.3 Machlnery and equlpment
Year - | _ -Bu%églng, ﬁomgitlc Imported ‘_wTota;‘ ‘Total
1960 T TX X S 100.0
1961 0 37.8  WL3 209 . 622 . 100.0
1962 . 368 36.8 2.4 63.2  100.0
1963 4113700 . 219 589 . 1000
1964 _/ . C40.9 . M1 15.0 59.1  100.0
1965 . K11 46.3 12.6 589  100.0
1966 W6 . 3.5 W9 584 100.0
1967 w2 42.7. .9  57.6  100.0
1968 K29 k29 W2 5.1 1000
199 42.5 13.9  13.6 57.5 100.0

Includes agricultural buildings
Includes repairs
Prov1slonal figures

ke

One of the major changes w1ll be the increase of bulldlng to 42 per
cent of the total which will be mdlnly due to the reactivation of house
bulldlng, to permanent 1mprOVemants 1n the agrlcultural sector and to
infrastructural needs .

An even more 51gn1flcant change is the projected increase in the
share of domestlcally produced machlneny and equipment to almost 44 per"
cent of the total. 1In OVer-all tems this seems to be no more than a
continuation of the historical trend of this part of the gross fixed
investment, which increased from an average of 20 per cent in 1950-54 to
30 per cent in 1955-59 and to 4O per cent in 1960-64, However, two-thirds
of this historical increase corresponded to the expansion of motor vehicle

/production, which
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production, which had to meet a demand that had accumlated from previcus
years as a result of import restrictions.

During the period of the plan, the increase of domestlc equipment's
share will, on the contrary, result from a larger expansion of the
production of other capital goods. The projections for this expansion
are based on detailed analysis of the prospects of this branch of industry.

As a result of the increases in the shares of building and domestic
equipment that of imports will fall to 14 per cent by the end of the
period in question. This seems an unduly large drop from the 21.5 per
cent registered‘in 1960-64, but in that period imports of capital goods
were exceptionally high. If the share of imports in total investment in
machihery and equipment (excluding motor vehicles) projected for 196569
is compared with that of 1955-59 the drop appears as from 42 to 31 per
cent, which is not over-ambitious if the large eipansion achieved by the :
capital gdods industry in the intermediate years is taken into account.

Analysis of the functional destination of the gross fixed
investment’ is hindered by lack of precise statistics.

However, the partial information which is available indicates that
the projections, if fulfilled, will result in an increase in the proportion
of the investment made in the econcmic infrastructure at the expense
of that absorbed by ménufacturing industry, with the share of investments
in the agricultural sector remaining the same. As the total volumes will
incréase, these changes,wiil not signify a reduction of investment in any
sector, but only a different distribution of the annual increases. There.
will, therefore, be no basic structural change. ) ,

As investments in the economlc infrastructure are mostly made at
government charge, the share of the government and its enterprises in the
total investment will grow during the period of the plan from the 20
per cent of the previous decade to 25 per cent. (See tablg .) Iﬁithe
latter years, after some of the urgent public investments have been made,
it will begin to fall again,

- /Table 14
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'!'ablo 1k

ARGENTINAs DOMESTIC GROSS FIXED rwmsm:n'r, FUNCTIONAL AND nsmu'rrom u.assmcmm
FOR THE mm.z op THE FERIOD 1965-1969

(mntons of gesos ot 1@ gricas)

Publle
Pungtiomal destimation C . Total _— Provineiol Private
Toed . - n?:‘iipd Total

Jertoulsure and fiotrg CmBY 7z 1ses B8 msae
Agrioulture S 203 278 - .7 283 1565 . B 211;'.h30
Fishing - : : SR 1. s S S - : - .. -s80

Infurtry e miring o o m e b pwgly
o) Developing industefes ' - 128600 . M - = Iy 128 €12
~ Mining ' 1 436 - - - 11 436
= PRilp and paper 5248 ° - . - S . w G ool
~ Chenfodl products ‘ -~ v 35 pB2 g - - . o 35 033
- Iron and steel : LY ;ugs C e - - 31 M35
« Metal~transforming 26 N5 - - e 26. 1%
- Other developirg industries ' 20 24§ - e e 20 25
b) Developed industries - 111 677 - S - - 11 6%

Boorom s infrastructure - " 390 430 04598 - 3872 303290 - 87140
Enorgy oo Y96 120 5977 13377 - 133954 - - 3B 952
Transport and communications 217 524 144 oor 25 335 169 336 ‘48 188

Soeial infrastructurs 7 343 786 64 960 Lo 18 u4 78 229 008
— Caset - - - g
Goverment; (aducat!.on, pubno hea.lth, ' t _ ' :
sardtary works) : 30 B30 - 30 830 . 30 830 T -
Other publis investments 83948 34 130 © 49818 83 98 -

Bot allosated E ol g8y 0 e e T . 1bo 783

Souroet Nationzl Development Plans

~ fInvestment is
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Investment in industry may be divided into that made in the already
developed branches and that in the branches which are in their initial
stages or are rapidly exparding. Industries of this second type, which
include iron and steel, petrochemical products, pulp and paper and metal-
transforming, will absorb almost half the total industrial investment.

The emphasis which the plan places on the development of these basic
industries, that is, on industries which transform unprocessed raw
materials into intermediate product inputs for other industries or produce
capital goods, will help tb speed up the process of industrial integration,
as was shown above. Likewise, there will be a marked increase in substi-
-tution of present imports, most of which consist of intermediate goods.

The economic infrastructure, consisting of the energy, transport
and communications sectors will receive 29 per cent of gross fixed

~. investment during the period of the plan.

Investment in the social infrastructure;.which will be concentrated
chiefly on house building, will account for a further 26 per cent of the
total investment. ”

55 per cent of the gross formation of fixed capital during the plan
will be allotted to the infrastructure as a whole. Of the remainder, 34
per cent will be equally divided between the agricultural and industrial
sectors, and 1l per cent absorbed by production of other goods'and by
services,

2. 'The industrial development programme

Within the‘broad'outlines which it iays down for the evolution of
the economy as a whole, the National Development Plan'establishes definite
objectives for the industrial sector, and if they are accomplished, this
sector will become one of the major dynamic forces of development. These
objectives are formulated and their priorities establishéed in a specific
programme, which assigns different periods for carrying out different
concrete investment projects. |

 Once the process of import substitutions at consumer good level is
completed, the plan contemplates an industrial evolution directed primarily
towards the development of the basic industries and the consolidation of
capital goods production.
/This process
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This process will enable domestic production to replace external
supply of intermediate goods, which will be an important step towards
integrating industrial processes and will smooth out the unevenness of
the present development, The resulting increase of the contribution of
domestic production to the supply of machinery and equipment will provide
a basis on which to build up an efficient capital goods industry, and
will, as an initial effect, reduce the pressure on imports merely by
bringing into use installed capacity at present idle,

A dynamic evolution of this type in industry, on which the growth
of the economy as a whole depends, will produce substantial changes in
industry's contribution to the gross domestic product and also within
the intermal distribution of its value added. The plan projects an
increase of the 1964 manufacturing contribution to the gross domestic
product of 35.7 per cent to 39.1 per cent in 1969, This will be the
result of the projected growth of the more dynamic or developing branches,
whose contribution to the gross industrial product will be greater than
that of the traditional activities, .

The type of development programmed requires that the largest
investments should be made in activities which have a high capital
density per worker. This policy will not have an adverse effect on the
level of employment; it has rather been chosen precisely on the basis of
the estimated labour force of 1969. An industry with lower capital
density would come up against the problem of a shortage of manpower,
which would then become a limiting factor on progress towards the
projected product growth levels.

The policy of concentrating on the development of industrial acti-
vities of high capital density per worker will also have the effect of
raising the incomes of wage-earmers, since these activities tend to show
the largest increases in real wages.

The conditions of employment in industry will t end to alter as
regards both the volume of manpower employed and the training needed to
complement new technigques which will be introduced. Of the total of the
employment. projected for 1969, 29 per cent will be distributed among the
mnufacturing activities as opposed to 25 per cent at present. As regards

/training, greater
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training, greater efforts will be made to improve the tralning levels of
the operatlves and technicians.

The scale of production 1ncre¢ses 1mp11ed by the projectlons is
large enough for all 1nterndl needs to be met, leawlng in some cases
surpluses of consumer goods for export. The programmed investments will
strengthen the industries which have already begun to export.

The main part of the growth will take p&ace in the developing
'industrles, among the most important of which are pulp ‘and paper, chemical
and petrochemical products, metal-transformlng and electrlcal, iron and
steel' and mining. Their contrlbution to the gross manufacturing product
increased from 48.3 per cent in 1960 to' 53 per cent in 1964; and the
Development Plan envisages that they w1ll contrlbute 58.9 per cent of the
value added of the sector in 1969, as & result of which the tradltional
activities, in splte of an absolute growth will decrease in relatlve
importance. (See table 15, ) ' '

The emphasis placed by the plan on the growth 'of the dynamic
activities derives from one of its most impéitant objectives: substitution
of imports of semi-manufactufes and capital goeds, and the achievement of
better adjusted and more tohérent relations between the different branches
and processes of industry, for it is these industries which provide
equipment and mchinery and ‘the intermediate products w1dely used by
industry. By carrying out the various projects already prepared the
proportion of imported inputs used in production can be diminished and
that of domestically manufactured capitsl goods in the gross fixed
investment increased.

. [/Table 15
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T&lq 15

ARGENTINA: PROJECTION OF THE VALUE ADDED OF MANUFACTURING INDUSTRY

{# market prices)
Yoar 196% Year 1969 -
"Mllions perc;ni- I{,‘Sﬁf,‘ Mlllors e Ig::;:
D e B

Mamfagturing intustey 369805 2000 1 2098 539 580 10040 16042

Pulp and paper g21 20 T 13040 137065 2.4 235.2

Mstals {imeluding iren S - E

and steel) 50 610 13,7 .. 1¥nb 7 N3 13.8 276

Veholos and maoktnery 51998 .. 1l ., . 1166 . Bk 151 18,5

Electrical machinery anmd T e R

apparatus 13 739 TR 79343 29 8% 545 203,0

Stone, gless and cermuios 11 260 31 Cske U TANM L se T s

Petroloun products w5k 8B 12745 el 80 18

Chemtoal products EW VAR XS UK NN Y I SR SR

Rubber 5.'957_ 142 ag0d T T gus’ 148 16349
b) Developed indwstries }23_19& "_Ei.g_ _;722,_6_ o g_gz_g_g Y 128,1

Tood asd bevereges n'R7 133 w094 8882 165 136

Textiles - n 549 85 "'9§.1 1 58 oy d 1267

Hl.uillsmous, and .srbisn.n o E ’ ' o |

predustion 7gv,a_u; 1192 .- 9300 2 81k 5 17.2 121.9

P

Souragt National Developmernt Go'umn .(GOHA:DE); National Development Flane

/Table 16
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Table 16 gives the probable effects on the trade balance of the
implementation of the pfogrammed projects in three basic industries. In
their total investment of 625.4 million dollars imported equipment
represents 33L.8 million. But after the projects are carried out the new
production .resulting from them will reple_icei imports of equivalent products
to the value of 361.0 million dollars, that is, a sum greater than the
amount of foreign exchange which will have to be spent on the initial
foreign equipment. And this is not taking into account the effects that
the installation of the plant will have on the damestic industrial
structure, where it will enable botilenecks in the supply of goods to be
eliminated, internal costs to be reduced, etc.

Tabls 16

ARGENTINA: DINECT EFPECTS OF PROVECTED INVESTMENTS IN
MANUF ACTURING IRDUSTRY ON THE 1969 TRADE BALANCE

{ir m311ione of dollars)

Investment during ) Relation of
ths quinquenniun Imporis substitution with
Punotiora} 136569 respect tor
destination Imported  Bafore Wath Subgt e Total  Imported
Total i pe mdeﬁeﬂ pro,jno'l‘»e tutibls invegte aq“‘?'
ment invoste serried dife ment port :
Iron metallurgy  370.2 211,0 1939 3040 16349 oMz o
Pulp and paper 55, U 30,3 6846 6.8 2.8 0,394 0u719
Chemical produsts 193.0 9365 17543 - 175.3 0.877 1,875

Total 5 ;b8 M 268 e o LB

Souron: National Develepment Flan,

' /Domestic production
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Domestic production of capital goods will increase merely through
the use of productive capacity now idle; this will raise its contribution
to the manufacturing gross product from the 17.8 per cent of 1964 to
20.6 per cent in 1969. Of the 774.5 million pesos (at 1960 prices) which
will be invested in industrial machinery and equipment in the period
1965-69, 548.7 million will be spent on domestic and the remainder on
imported products. This flow of equipment will enable the installations
of some plants to be renewed, will improve technological levels and will
eliminate present maladjustments between complexes and processes. It
will also provide a large part of the equipment of new establishments
which are to be installed in the next few years in both developed and
developing branches. \

In order to stimulate the growth of the basic industries a large
proportion of investments will be made in them., The projected distribu-
tion of investments in industry during the period of the plan is: 53.5
per cent in the developing and 46.5 per cent in the developed industries,
and as regards investments in factory buildings in.particular by far the
greater proportion will be made in the former amd only 18.6 per cent in
the latter, This gives some idea of the importance of new installations
in the projected investments,

The investments of the period 1965-69 will amount to 1,339 thousand
million 1960 pesos; 57.8 per cent will be spent on machinery and equipment,
of which 24.3 per cent on purchases from foreign suppliers and the rest
on domestic products. Nearly the whole of the remainder, amounting to
56L4.7 thousand million pesos, will be absorbed by industrial buildings
and installations, which will be entirely provided by domestic supply.

Another feature of the programmed development is the establishment
of activities which mobilize unused natural resources. Most of these new
activities will be coordinated with industrial projects already being
carried out in regions of the country which need special stimuli.
Rational study of the means and consequences of establishing different
production and service activities, as have been made in the fields of
metal-transforming, cellulose pulps, wood, ete,, will tend to encourage
the establishment and growth of regional poles of development.

/1f the
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If the objectives proposed in the plan are achieved, Argentina will
be well on the way to having an integrated and autonomous growth only
limited by the growth rate of final demand and the capacity to accumulate.
The expansion of the domestic market, on which this development will
depend, is related to the achievement of higher ihcome levels for the
majority of the population and to vigorous déevelopment of the regional
economies. The importance of this last factor is such that it may be
necessary to make much greater'effoiisrtbwhras establishing the
strateglcally placed industrial nuclei which can stimulate local projects
and exploit potential material and-human resources. - : ’

To ensure that the proposed targets are réached, thé plan provides
for means of channelling the efforts which will be made to carry out the
investments projected for the basic sectors. They will be governed by a
coherent policy, which will help concrete projects aimed at definite
objectives to be carried out through the following specific programmes:
(a) conservation and maximized use of natural resources; (b} support for
the equipment of the infrastructure; (c) support for the equipment and
technical development of the rural env1ronment and (d) the 1mport
substitution plan, - ’ : -

3. Productlon and investment targets in the ' _,,_
‘ main sectors of industry

The production targets for the dlfferent actlvltles and their i
investment needs were determlned in the Plan in conformity with the
ba31c_cr;terig £or_or;ent1ng industrial growth stated above.

(a) Textiles-

- The Argentine textile industry has production capacity capable of
supplying domestic needs in the whole range of articles for which there
is demand.

The consumptlcn figures proaected for 1965-1969 do not involve
large increases of this capacity. .(See table 17.)

/Table 17



-4l -

Table 17
ARGENTINA: PROBABLE CONSUMPTION OF FIBRES IN 1967

(Physical volume and its relations a/)

L ' - . t Kiiogfammes Percentage

Fibre Tons . per capita of the total
Cotton 135 000 5613 . 68.30

Washed wool 1 000, - 1.400 ' ) ,.].7.03
Artificial b/ 15 000 0.623 . ; . 7.58
Synthetic ¢/ . 14 000 - 0.582 .. . 7.08
Total 198000 - 8.218 TQﬁ”;';Q loo 00

Source National Development Plan.
Physical volume of cotton fibre at constant count Ne.= 17 1.
Excluding high-tenacity rayon.

g

Excluding high-tenacity nylon.

The National Development Plan does not recommend encouraging the
1nstallat10n of new textile plants" and the- expanslon of ex15t1ng ones,
New equipment should only be installed where it. is needed to campensate
a lack of balance in productive processes or to replace obsolete groups
of machinery which are not suited for use in co-ordination Witn;pthef:i
existing machinery, or to incorporate modern au;iliarylélementé'into :
production. In the latter connexion it is recémmended that laboratory
and control of quality apparatus and elements should be incorporated in
order to improve the technical levels.and efficiency ¢f the industry.

Projected investment in machinery for_l965-1969:i$ 31.5 million
dollars, 22.5 in the cotton sector, 6.5 million in the wool sector and
2.5 million in the artificial and synthetic fibres sector (spinning and

wearing of cut fibre). Table 18 gives a more detailed analy31a of this .
investment in equlpment. ' -

/Table 18
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Table lSl

ARGENTINA: PROJZCTED INVESTHENTS IN TEXTILE MACHINERY
FOB 1965-1969

(In millions of dollars)

A. Cotton

Renewsl of 150 000 spinning machlnes, compr1s1ng spinning frames,
manual roving frames, combs, cards, opening and cleaning

machines, cone winders, and twisters 15.0

Renewal of 1 6Q0 1ooms,.including ring, warping and tying~in
machines, ete, Lo
Renewal of fabric dyeing and finishing machinery 1.0
Spare parts, tools for air-conditioning and cleaning ,
installations, laboratory apparatus, etc. 2.0
Sub-total ' ' 22.5

B. Wool

Supplementation of earlier re-equipments for combed wool,
~ including spinning frames, preparing and combing machinery,
‘ splicing fingers, and twisters, etc. 1.0
Renewal of 10 Q00 carded wool spindles, including spinning
' frames, cards and semi-~combed units.
Renewal of 500 looms with auxiliary machines, such as magazines,
warpers, etc. 2
Renewal of dyeing and sizing machinery 0.
Spare parts, tools for 41r-cond1t10n1ng installations, '
laboratory apparatus, etc. 0

Sub-total 6.5

C. Artificial and synthetic (spinning and weaving of cut fibre)

Import of equipment where renewal of existing equipment is
needed. OSpare parts and additional units 2.5

Total investment in equipment ’ 31.5

Source: National Development Council (CONADE).

/Given the
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Gijen thellimited size of the projected investments in textile
re-equipment, they should be made preferéntially in the establishments
which can make best use of them, that is, those whose organization would
enable them to obtain the highest productive outputs from the combination
of the other factors of production. .

The existence of ‘a considerable number ofg_tabllshments whose
outputs do not reach the standards made possible by the diffusion of
modern technologles suggests that the State should adopt measures, through
& policy of selectlve bans, for encouraglng entrepreneurs to:adapt their
establlshments to modarn systems of industrial organizatien. -

Raw materials account for a cénsiderable part of the cost of
textile products. Although Argéntlna produces the raw materials needed
by tﬁe.ngtura; énd'értificial'fibfe¥ihdgstries,'pfoblems have arisen in
the case of some of them which hinder‘tﬁé*devélopment of the industry.

The slight decline in the volume and quality of domsstic cotton production
constitutes an imporfdnt problém‘fbr the cotton textils industry, which
will have to contlnue to depend on 1mports of long fibre for production

. of better quallty artlcles ' '

(b) Capital goods )
The targets for future 1nflows of mdchlnery and equlpment were

determined--on. the basis of the prmnclple of obtalnlng progre831vely
greater use af the installed capaclty of the dcmestlc capltal goods
indusbry. . o ' R .

Full use of exlstlng capaclty w1ll 1ncrease domestic productlon of
industrial equipment; but some products needed whose compléx1ty, quality
or size makes their productlon by domestic 1ndustry unJustlflable or for
which domestic establishments are unable to fulfll the dellvery schedules,
will still have to be imported. i

According to the estimated capaéities for'éupply,‘the growths in
the value of domestic production can be achieved without any large
investmenﬁs hawingtto'ﬁeimgde'inumbst‘of the headings concerned during
the' first years of the ﬁeriddt:'Theip#pcess will have'to be brought about
by means of an increase in the vértical integration of'thesindustries
méhufacturing machinery and equipment, resulting in progressive

substitution of imports.
" h /Better use
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Better use of domestic industry's potential produciion capacity,
besides providing the benefits mentioned above, will contribute to a
number of objeetives, among which are the following:

(i) Higher level of manpower employment.

(ii) More stable and regular demand and, consequently,
(iii) A general increase of productivity, and

(iv) Reduced costs. '

Since over the course of time the inventory will come to be
increasingly composed of domestic equipment, one important effect of the
increase of purchases from domestic industry, in addition to the direct
contribution to the balance of payments, will be the substitution of
imports of.parts and spare parts.’

The projection given in table 19 shows just how the growing demand
for machinery and equipment of the peried will come to be mainly
satisfied by domestic production. I

Thus, by 1969 Argentins industry will contribute 67 per cent of
the total needed, which compares favourably with the 50 per cent of 1962.

The increase of domestic manufacture of equipment measured in
absolute terms is still more significant. The estimated total of 1949
- almost 52,000 million 1960 pesos - more than doubles that for 1962,

70 per cent of domestic industry's conﬂributibn in 1969 will be _
absorbed by agricultural mechanization, equipment for transport services,
energy and fuels. Thus, for example, in that year the dockyards will
deliver about 70,000 tons of ships of large tonnage.

The growth of the machine-tocl industry is worth spscial mention,
not so much because of the absolute value of its production -~ estimated
at about 3,000 million 1960 pesos in 1969 ~ but rather because of the
contribution it will make towards an increase in efficiency throughdut
the metal-transforming industry.

prg These remarks will be developed below in the passages on support
for the equipment of the infrastructure and support for the
equipment and technical development of the rural environment.

/Table 19
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. Teble 19

SRENTINA+ PROMECTIN (F DEMANDG FOR CAPITAL GOODS

(In milliona of .1960 Argentins posos) -

ordgin 1962 "1969
. . Domestie -Juported Totel - Domestio Importad Total
Machine-teols "y 2360 9h% 2929 | :'37%& 1 303
Prigary motors e U sset awe 1 1 ‘9314‘ 308
Elsctrica) pachinsry 5 48y 1 557 5 oul 9 025 4 082 13 107
Masuring and oontrol apraratus Lgy (4. 1153 529 oy 770
Pumps and sompressors g3 e 13y 95 1013 198
Unlversal industrisl equipment 1272 T Us0 1 322 2 627 . ‘1&0_1 3 028
Data~procsssing equipment 181 o9 vl 158 €% 7 123 2 759
Boving equipment 124 2%y ooz 2506 2m5 b
Tractors and agrioultural machinery . ‘ngs o515 wl WYy 7 18 184
Transport equipment (railway, shippingeir). .1 %79 7 038 - 8 81y '7'932 : 2763 C 10'295
Equipment for the steel industry © o4 1w auea’ o 258 - 26 293
Equipwent for the petroleum, chemical and . . - : : o ST e e
petroohenical industries . L 168 m 6090 :.3562.0 225 - 5819
Equipment for oﬁmr'déféiobmdg_nmuqu-ies o 360 . 1292, 14652 562 . - 2933 53295
Equipment for tx'a.d:ltional .;ndv;ﬁﬁy? S lz1 . 39 522 109 1130224
Totel - ' zhezy 24o0s6 W87y SL862 25 1R _ 77 o

A ——

Soupse: National Development Counolil (CQNADE), Hational Davelomsnt Plan '1965.1969,
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The process of securing the domestlc market will put the industry
in a better position from which to tackle the prospects open to it in
the region covered by the Latin American Free Trade association (ALALC)
and in the developing countries of Asia and Africa. Its entry into
these markets should be backed up by export financing and publicity
campaigns in foreign countries (jointly organized by public and private
organizations) and, as regards ALAIC, by making full use of the
different machinery envisaged - complementarity agreements, negotiation
of lists, etc. '

(e¢) Iron and steel

From the targets envisaged by the National Development Plan for
the different steel-consuming sectors of the economy, consumption of
iron and steel products, expressed in terms of gross steel, is estimated
at almost 4,000,000 tons in 1969.

The future evolution of steel consumption has been studied, as ¢an
be seen in table 20, on the basis of demand for the following products:

(1) Flat products. This heading comprises consumption of hot- and
cold-rolled flat plates, skelps and tin plate. It has been calculated
primarily on the basis of fhe total supply of demand for flat plates
and of the new production which will result when the tin plate mill of the
Argent ine Mixed Steel Corporation (SCMISA) is put into operation.
Thus, consumption is expected to grow by 99.8 per cent as between 1962
and 1969, or from 551.8 thousand to 1,102.5 thousand tons.

(ii) Non-flast products. This comprises consumption of shapes of

all types, iron round bars, rails, wire rod and miscellaneous pieces.

It will increase by 97.3 per cent as between 1962 and 1969, or from

603.2 thousand tons to 1,190.1 thousand. The largest growth is expected
to be in rails, the whole demand for which, reading 100.0 thousand
tons/year from 1967 onwards, is to be supplied by the rail mill installed
in the SOMISA plant. Wire rod will also grow considerably; its consumption
is expected to reach 255.5 thousand tons in 1969 as against 169.0 thousand
in 1962, with possible surpluses of production for export. '

/Table 20
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Table 20

ARGENTINA:  PROJECTION. OF DmMAND FOR PRIMARY IRON

AND STEEL PRDDUCTS

C {1, thousands of tons)  _"

Headings- .. . = . o 1962

1969

Rk I

4, Production

Pig iren. . . .- ?..:,;- h “ Lti*‘i396;h,;-
. Steel ingots R T
Final rolled products == BN (o R

(1) Flat

Flatsheets i.',:.—- R L AEE
Skelps. - . o egy

- (2) Kon-flat ST e T

Shapes o I 80,5

*Rails .. .. . L -

. Wire rod f 1 3 T R
Round. bars o R R
Misgellaneous pleces e g9

(3) Seamless tubes S . 89.3

(4). Increase for inventory purposes -

. Wrought products L5000
. Cast products , T 14602

B. Total demand (expressed in
““ thousands of tons of gross steel) 1 936.1

24210
31000
2 132.3

720.0
141.8
1130.0

- 440.9
100.0
2555
. 353.0
407,
2.0
108.4
. 69.3
344.2

3 989.8 .

Source: National Development Council (CONADE), National Development

Plan 1965-19469.

/(iii) Seamless
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(i41) ©Seamless tubes. Demand is expected to grow by 58.9 per cent
as between 1962 and 1969, or from 91.2 thousand to 145.0 thousand tons.
Changes may occur in this item as a result of changes in the productivity
of the petroleum wells, which would mean that a different number of wells
was needed, and of more wideépread use of tubes for other commercial
purposes. Exports of this product (as also of wire rod) have already

reached a considerable volume.

(iv) Casting and forging. From the targets established for the
consuming industries, a change in demand ls expected to occur in the
future development of this heading: by 1969 it will have grown by 115.0
per cent for casting (to 344.2 thousand tons) and by 52.0 per cent for
forging (to 69.3 thousand tons).

The estimated investments to be made in the three stages of
production (blast furnaces, steel furnaces and rolling mills) given in
table 21 are derived from the projection of demand and the plans for
the production needed to meet it., These investiments should be directed
primarily towards integrating the productive process and towards
increasing the domestic contribution to the supply of special and high
quality products.

There are 1arge—sca1é public and private projects for increasing

integration of the iron and steel sector, of which priority has been
given to that for establishing a second blast furnace and increasing
steel furnace capacity to 2 million tons in the state enterprise,
SOMISA. | - | |

Apart from this first priority project the demand structure
allows room for a further capacity of one million tons of steel ingots.
The work of installing this should begin immediately if the supply of
the domestic market is not to be restricted by a shortage of semi-
manufactures. There are important private projects for meeting these
targets.

/Table 21
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Table 21

ARGEMMNAt TARGETS FOR THE IRON AND STREL INDUSTRY, 1969

; H 7 Taports Rxports Eatimate of H
! i or o Imports o ‘
Demard Bffeetivel Domestio , be made & Description of Current investments
S‘tago of (thou d pmduo- m ’.::SOQBEB the mJeo-‘.ts Mi11t Gonaral
- b3 tion Thou= are 8 on J ons en
preduction sand (?::a::‘i' (tho:w and | sand Miilion m‘ni"“’mnm 1964 cepacity | imcluded in the | ;¢ 1949 Millon | otalin
tona) |\ ~ laodlers | tons !, dollams plan 0508 dollars
tors ) tons) | tors SRR Mil- Ml - P millten
lion lion dollarq
tons dollws
1. Blast furmices 2421 | 24n1 2 421 - - - - 132 ' 1on of the
) SOMISA plant to
2+ Steal furnaces 3100 315 3 100 - - - - 1 6675; 172 ‘& oapaolty of 2
million tons,
s Rollirg 2 S46 3 109 2 ¥32 114 30 1009/ i 11 113 30 ' T:‘lﬂutm".&m}
plants ene in
s, Casting M | uso |- - - = | = | operation, the |
other being inatal
.led, Two new
ateal furnaces
and %wo expanslons
in smallescale
| : sopi-integrated 7
Totals 30 1 203 | Plants 16 40 | 710

Sourgat National Development Council {CONADE), Natioral Development Plan.
y Ity equivalent in seml-produets,
_13/ Evantually, seamless tubes, wira, welded pipes,

-6'!7#-
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However, the plan also takes into account the groth.offdemhnd over a
longer term, from which it appeare that by 1971-72 a new integrated-plant
will be needed, Since this type of inVestment needs a long period to mature,
work on installing the plant wull have to begin in 1966 if eupply is to meet
subsequent. demand for iron and steel producta.

To avoid waste of resources these investments must involve suitahle
co-ordination between the efforts of the publiz and . private eectore, and the
temporal order in which the new plants arerinetalled and put into qperation
and additional installations made in existing‘piante must be carefully
ealcula.ted. ST N ‘ .

Investments for increased speolalization are covered by a group of
projects concerned with the production of high quallty and speclal steels,
In some ¢ases these involve expénsions of firma already operating 5uccesgfuliy
in this activity and in others, the installation of ney plants has
been encouraged by the remarkable growth of domestlc demand fdr- this type of
products. Only specialization. and the achievément of products whose.quality
is more or less equal to those ‘now imported can. justify-the installation of
these plants, The 1ndiv1dua1 cepaclty of these plants should reach roughly
100.0 thousand tons by 1969, It is a reasonable éstimate that the market
for these products will amount to about 8 per cent. of the progected .
consumption, that is, to about 3C0,0 thousand tons, which is tho target
envisaged by the projects. : : R - -

Apart from the need for 1ncreaslng 1ntegration and 1mproving quality
in production as a whole, there is that of renewing some of the installations
now in use - about 350 thousand tons - especially at the rolling etage and
in some of the smalluscale prlvate steel worke.

(d) Non-ferrous metals:

According to the estimates of the National Development Plen the
programme for the,proauoﬁlon_of non=-ferrous metals will not be supstantlally
altered during 1965-69 in respect of the supply of ores and metal #ingots.

Thus, demand for lead and zinc will be met by domestic production,
whlle that for alumlnlum, copper and tin will continue to depend on imports,

However, miorometﬁllurglc processes will be establlshed for copper,
enabling a small peroentage of consumption to ‘be sqpplied from domestic

/productiori, It
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production, It is also possible that towards the end of the period 1965-69
a project for exploiting aluminium ore will materialize,

In addition to this, some changes.in demand are expected during this
peried, . . '
A major change will con51st in the large growth in the demand for tin
a3 soon as SOMISA's tin plate mill comes into operation, _

. Because of its use in electric. accumulators the projected growth of
the motor vehicle inventory will expand and alter the structure of demand
for lead, o ‘ )

Zine and copper consumption will increase, mainly because of the growth
of domestic production of equipment, parte and semi~products using alloys,
Table 22 shows the projected physical volumes of demand for 1969,

Table 22
" ARGENTINA: PROJECTION OF DEMAND FOR NON—FERROUS 1ETALS
o . ' (Tons) |

. ' S Amuad average A | " Projection
Metad =~ : : 1953..63 S ' for 1969
Lead . .29 200 R T
Zine . 22060 .. 27.000
Aluminium 17 400 y 31 800
Copper . . 2h 200 T - 50 000
Tin o 1700 . 10 400

Source: National Development Council (CCNADE), Natlonal Development Plan
‘ 1965-1969,

(e) Chemical industries - . E

The expansion of the chemical sector will take place primarily as a
result of development in the petrochemical, sodium alkali and main acids
branches, This will change the production structure of the sector by making
the contribution of intermediate products - the main inputs of the industry -
larger than that of fingl goods.
A : : /Ai the
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At the same time the substitution of imports of basic products will be
rapldly extended as obsclete processes are replaced by modern ones, as a
result of which costs will fall,

The increase of installed capacity in the above headinge will keep pace
with the needs of the domestic market and will enable exports to be made in
future, ' :

Efforts will be made to ensure that the installation of petrochemical
projects will be cdrried out in accordance with the needs for vertical
integration ef the productive process, - ‘ '

The installation of ethylene and benzene plants will be encouraged to
meet the demand of the industries producing plastics, man-made fibres,
synthetic rubber, etc., which now use imported raw materials,

The installation of fertilizer plants with a capacity of at least
150,000 tons/year will also be encouraged, in order to meet a domestic demand
which has so far not been satisfied, This will create favourable conditions
for technological improvements in agriculfure and thus result in an increase
" in ylelds per hectare farmed, '

A demand of about 125,000 tons a year of caustic soda will have to be
met by the end of the period. The Solvay soda (sodium carbonate) production
will have to reach 150,000 tons a year to substitute imports in this heading.

It is estimated that demand for sulphuric acid will reach 300,000 tons
a year, which will be covered by complementary projects in the fertiligzer
plants, ‘

On the basis of the present technologicel develdpment aﬁd installed
capacity of the rubber industry and of the degree to which synthetic rubber
is already substituting natural rubber, a demand of 38,000 tons of synthetic
rubber, mostly 5-BY {styrene-butadiene) and special modern rubbers, is
projected for 1969. This can be complied with when the project for a benzene
and styrene complex now being carried out is finished.

- In relation to the estimated demands of the rubber and other consuming
sectors, consumption of lampblack will reach about 15,250 tons a year.
Moreover, considering its present exports to ALALC countries and their possible
.increase, an increment in present installed capacity should be encouraged, in
step with the development of those souwrces of demand,

/The installation
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The installation of plants for the fo]_lomng thermochemicals will be
furthered: polyvinyl chloride {PVC), 35,000 tons a year, polyethylene,
21,000 tons a year and pclyst.yrene, 16,000 t.ons a year,

The investment needs of these .and other equally important pro:}ecta
during 1965-69 are given in table 23, They will amcmrt. to 199.9 million
‘L6 2 milliOns on purchases in the domestic markeb the remainder.will be

" absorbed by the assembly cf the mstallations, civil works and engineer:.ng
of the projects, SR
(f) Pulp and paper _ -

The plan cnvisa.ges tha:t practically all projects in connexion with
pulp and paper should be. a.imed at vertical integrat:l.on of the product:.ve N
process t.hrou,gh use of ex:l.sting natural resources, .For this reason, suppoft
will be given to all schemes which when developed as concrete projects tend
to .involve the establishmert: of mtegrated plants in regions vhere suitable
woods are avallable and wh:.ch have high forest y:.eld3° as well as encoura;ging
fcreigl exchange, these will cause favourable changes in the primary sector, -
This principle will also be exbended to enterprises alres.ch cperatmg :Ln the
final stages of paper am paperboard manufacture whlch vertically int.egratc
.their processes. '

The programned substitutlon embraces pract:.ca.l]y all sem:.-products
(leaving a gap in long-fibre chemical pulp and mechanical pulp) ‘and all final
rgoods except newsprinb and some special typea of paper, for hhich the. domestic
market is too small to make production economic.

' In this lstter heading, however, feasibﬂity studies will be made of the
m:ped:xency of installmg in the country. newsprmt plants capable of providing
part of domestic supply. P

The projected growth rate of the whole pulp and paper sector as der:n.ved
from the estimg.ted investments in new plants a.nd expansion and the degree of
use. or installed capacity (about 80 per cent in pa.per and paperboard and

cumulative,

/Table 23
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Table 23
ARGENTINA: PROJECTS FOR THE (YEHTCAL INLUSTRY FCR 1965-1969

Projects Total Imports in
Products For domestie Total 1569 if the
which projects Capaolty inatalled Invaptments projesta
have besn Mhumber %o be o capasity 1965/1%69 wers not
prepared of natallad . 1963 {m11210n carried out
plants ‘ (tens/year) dollars) {millson
: (tons/year} - . dollars)
Ethylane z 26 000 58 soo 14,33 -
Cauntio sods 1 1#0 000 . . 120 c0o lihm 9.20‘
5olvey soda 2 160 000 160 900 - -
Sulphurie acid 2 100 000 T 33k 000 - -
Pertilizers (in nitrogen : . .
tons) ] 180 000 1685 000 66400 45,21
Snthetic rubber 1 wooe - k7 500 15,00 2039
Nitrio scid 1 26 500 - - -
Lamp black 1 15 000 30 000 2400 2455
Mathanol 2 16 500 45 o000 5.57 a0
Fernol 1 10 000 - 52 000 043 le92
Aoatio nold 1 4 8oo 10 000 2486 0.83
DuDaTe 1 1 100 2 100 0,21 1.7%
Eeter 2.4-D 1 . 600 - Oe38 . 1406
Styrene 1 18 o000 18 000 - Sel7
Butadtene o - 32 000
Polyethylene 1 1 000 - . 36 000 - 5e25
Polystyrene 2 11000 17 000 0,24 7461
PaValle 3 . k2 500 57 500 26,00 15.20
Polyprorylene 1 7 006 7 000 10400 . 3¢
Polyester 1 3 100 8 600 3.60 705
Dimethylterephthalete 1 & 000 6 000 k.00 2470
Fylon moulding powders 1 - 10 000 18 000 38400 19493
Caprolaotan 1 10 000 - 1,58 W57
Plaaticizers 1 2 850 5 000 Da32 ‘2408
Iopropancil 2 20 000 20 000 7410 177
Ses-bulyl acetate 1 4 goo 4 aco - 5468
Aoetone 1 10 800 13 900 - -
Mak 1 3 600 : 3 600 - -
bk and Mbs 1 3 000 4 000 - -
Urea formaldehyde resin 1 4 000 - 007 1.8%
Polyvinyl acetate 1 1 200 - 003 © 043
Total 2 773 810 199,88 175930

Sourae: Natiomal Development Cauncll and Matlanal Depariment of Industry.

/The projected
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The projected investments for 1965.1969 amount to about 55.4 mallion
dollars, 23,2 millions of this wil.:. be used in projects for 1ong-fibre
chemical pulp production, the domestic demand for which is estimated at
106,200 tons for 1969, As domestic production will rise from 24,000 to
75,000 tons, there will be -a deficit of 31,200 tons which will serve to
maintain trade within the ALAIC market, The rest of the projected net
investment - 32,2 million dollars - will be used to install short-fibre and
semi~chemical pulp plants, which w.ﬂ.l make up for the deflclt in mechanlcal
pulps.

These large investments are justifie_d by comparing them with the sums
required for the imports which have to be made if the projects were not
carried out, In accordance with the projected demand for 1969 these imports '
would amount t.o 68 6 million dollars, while the proposed investments do not
amourt to more than 55.4 millions, Apart from this there Wlll be the
effects of the installation of the plants in the rest of the industrial
sector and the changes which will be created in the regionsl economies. ' The
investments will represent an annual savings in fore:.gn exchange of - about
22 million dollars, (See table 24.)

The evolution of this higlﬂ.y dynamic sector w:L'I.l be ma.mfest. in
increases in the inst.aJled ca.pac:.ty of the plants produc:mg industrial paper
(pure Kraft and Kraft-type, packing paper in general and paperboard for .
export packing)‘.l This will raise the arnual. volume of pi'oduction 4n the.
heading paper, paperboard and Bristol board to 698,000 tons and will provide
for the normal neéeds of the domestic market, ;

The Na.t:.onal Development Plan specn.f:.es that. new projects should be
selected on the principle that a larger supply should be achieved by
increasing the number rather than the normal sizes of the plants, This would
prevent the develspment_ of monopolytic supply structures which can distort
the market and the price structure, Incentive measures should be particularly
aimed at strengthening enterprises :Ln which producers and consumers are
associated and at stimulating the regional economies, |

/Table 2l
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Padle 24
ARGENTINA: PULP AND PAPER INDUSTRY, TARGE?S FOR 1959

Estimated irnvestments

Imports needed

Importe 196569 y 1f investment
Internal Installed Domestis projects Are not
Seotors demand  cspasity  production Exporta Domestis Imported Totel carrled out
: {tons) (toms} (tors ) . Thousands {s1114ons (thousands (mMiors pro Jeats
ohg Thousands
1960 US$ 1960 A.peson Tons
Us§)  of 1960) 1960 US$
Pulp and paper
Newsprint 241 500 21 000 15 000 226 500 36 200 - - 226 500 36 200
Papor, Bristel board .
and peperboerd b/ 539 800 698 000 529 Boo 10 000 1 600 - - 27 700 4 bop
Total for paper 281 300 732000 s Boo 236 900 37 800 - - 25% 200 40 £00
Long-{ibre chemioal
pulp 106 200 75 000 67 500 38 7o 4 Boo 13 692 1 927 B 600 10 600
Short-fibre chemical - .
snd seml-chemical pulp 229 200 289 200 260 300 - - 16 565 2 651 103 000 12 900
Moohanical pulp 6100 3% 000 - 30600 33 500 & 200 18 1 35 800 & 500
Total for pulps 393 500 398 200 358 boo 72 300 5 009 223 4oo 28 go0
Use of waste paper 183 100 - - - - - -
Totale .- - - 308700 46 Bog 208 30273 58 47 600 68600

Soursat National Development Council (COMADE), Wationsl Development Plsn, 1965+63,

-

y’ Investmenta in pulp and paper are oaloulated on 2n overall basls actording to ths type of pulp to be pruoduced, Rep!acement 1rroatments ax'e mt

ineluded.
E/ Excluding newsprint,
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{g) The motor.vehicle industry .
- The plan estimates that motor vehicle product.:.on in the country should

grow at a cumulative annual rate of 6.0 per cent during 1965/69, which
represents an a.ddition of 972,500 units to the existing inventory., The
projection of this :anrease envisages that 71 per cent of it will consist of
tourist vehicles (motor cars afd station wagons) s 23 per cent of pick-ups and
vans and the remaining 6 per cent of lorries and chassis which will be
subsequent.ly provided with coachmrk so as to become freight. and passmger
transport units,

The probable annual demand levels ha.ve been determlned on the basis of
different considerations,-according to the development of demand in each of
the major established categories: tour::.st vehlcles and utility vehicles,

The projections for tourist vehicles were based on the volume of family
purchases of these goods,.. The relation between this volume and the total
volume of privat.e consumption in 1962°and 1964 - cons:.dered normal years but
'ahovung the h:.gher levels reached in the last few yea.rs by this growing
sect.:.on o:r consv.mpt.ipn will remain the same during 1965-69, i.e,, at
roughly 5.17 per cent, .

Because of the encrmous importance which motor veh:.cle pm-chases assume
" afong consumer units and the obvious resulting distort:.on of the use of
savings, it is vital that demand for these: goods should be kept within certain
limits m order that the country's resources can be used for other. productive
activit.les which are more valuable for the development process,

A different. principle.was used in determining the projections for
utility vehicles,, since these goods normally supply the emergent needs of
freight a.nd passenger transport in private and state activity. For this
reason, t.hey were based on the needs for transport material which would result
from rational use of the different types of services.“ It was thus estimated
that demsnd for lorries will grow by 8,7 per cent & year and that for the
other vehicles of this ca.tegory by 2.5 per cent,

 These considerations give the following projectiocn of demand for motor
vehicles in 1969, as envisaged by the National Development Plan:

/Tourist vehicles .
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Tourist vehicles - 153 000 units
Pick-ups and vans - 47800 n
Lorries and chassis - 14100 "

Total . 214 900 units

Production of parts, assembly units and raw materials of domestic
origin will increase up to the highest possible degree of substitution of |
their present imports, which represent an excessive drain on the balance
of payments, The increase in the proportion of purchases of domestic
products will have its recognized effect of an expansion of the final-products
industry., This will in turn result in an increase in the specialization,
rationalization and levels of technical training of the éuhsidiary industries
and in a reduction of internal costs, , | .

The integration process, already far advanced at the level of the
final-products industry, should continue, in particular by incorporating into
production certain strategic materials, such as flat, pressed and other
steel products, for which installed capacity already exists in the country,
This will make for optimum use of equipment and for lower costs,

A progressive increase in use of inputs of domestic origin will also
have effects on _employment..‘ ‘

The targets proposed by the plan are based on the assumption that
supply will be directed solely towards the domestic market, aiming at total
substitution of imports of finished vehicles, However, complementarity
agreements with neighbouring countries or other members of ALALG might
enable exports of these products to be made, which would result in more
intensive use of present factory capacity, in incentives for the subsidiary
industries and in other indirect benefits, ' '

(k) Dursble consumer goods

The National Development Plan estimates that consumption of durable
consuner goods will increase by 13.5 per cent a year cumulative., - In
preparing this projection, the basic factors of analysis used were income

slasticity, the existing inventory of each good, replacement needs for each
good in accordance with the length of its useful life, the relative
saturation of the market, the marriage rate and the number of square metres
covered that it is projected to manufacture,

/As was



As was said above, 75 to 80 per cent of the total of durable consumer
goods produced consist of refrigerators, washing mach:mes, cocking stoves,
sewing machines, and television sets,

On an over-all view of the sector," the remarkable growth of the
television sets heading becomes apparent. Its rapid expansion from 1956
onwards eclipsed the traditional pré-eminence of other articles such as.
refrigerators, cooking stoves and washing machines, In 1960 these three
latter goods together represented 39 per cent of the éotal, while television
sets alone represented 37,9 per-cent, 'Th:e”'_i‘ate of change of its future demand
largely .dep.ends on whether or not new television ;charmels are installed in the
interior of the country, When’all présén‘t. pi'éjects' have been carried out
production will smount to nearly 400,000 sets in 1969, a volume which will
represent no less than 50 per cent of the total for durable consumer goods,
But this would imply that fa.mly consumption will be channelled towards
purchasing this type of good to an extent by no means commendable in view of
present income levels, B ‘e

For this reason new channels will not be irstalled in regions where the
concentraticn of population does not justify them, Ngvg;’j};helegs,, it is
envisaged that an extensive television network will be set up which will
create an additional demand of no less than 300,000 units during 1965/69. -
A similar number will be needed for replacement purposes, and an estimated -
480,000 in all will be demanded by new users, S

The proaection for refrigerators, cocking stoves and washing machmes
took into acecunt their elasticity in relation to family consumption, which
accounts for 70 per cent of the national income,

The expansion of refrigerator consumption, like that of ‘c.elevisi_on sets,
depends on the relation between the stock of housing having electric power
installations and the proportion of it in which these goods have been -
installed.

Absorption refrigerators will contznue to constitute between 15 and
20 per cent of the total produced. '

As regards cooking stoves, a cons:.derable proportion of demand will
derive from the replacanent of keroaene by gas stoves, It is likely t.hat this
proceas will be most marked in the interior of the country, where natural and

‘ /liquified gas
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liquified gas have recently bsgm to be used intensively, This, together with
a continual growth of the number of square metrss covered, will result in g
cumilative annual increase of 15,1 per cent, ‘

It is envisaged that domestic production will supply some parts now
imported, particularly the steel flat plates which form inputs used in the
production of the more important goods.

Since present installed capacity can in most cases absorb production
increases, wntil 1969 investments in factory plants will be limited to the
sums needed for replacing existing machinery, (See table 25.)

Table 25
ARGENTINA: PROJECTION OF DEMAND FOR DURABLE CONSUMER GOODS

(In units snd millions of 1960 Argentine pesos)

Year _1964 | 1969
- - Millions of . Miliions of
Goods : Units 1960 pesos Units 1960 pesos
Refrigerators 141 013 3 702 - 263 982 6 929
Washing machines 112 600 1187 ‘ 272 000 2 872
Cooking stoves 237 767 1492 K45 311 2793
Sewing machines 61 888 383 163 292 102
Television sets 150 Q00 5 800 290 000 11 600
Aest of the sector - ‘ 4 800 - 8 560
Total 17 36k 33 766

Source: NaZioxgal Development Council (CONADE), National Development Flan
19 5"" 90

L. Specific progirames
The demand and production targets outlined above will be integrated
into the economy as a whole by carrying out specific programmes, giving rise
to concrete projects, whose final objectives are compatible with the general
design laid down in preparing the macro-economic projections of the National

Development Flan,
/These programmes



- 6] -

These programmes were defined by the plan as follows:

{a) Conservation and maximized use of natural resources';'

{b) Support for the equipment of the infrastructure;

(¢)  Support for the equipment and technical development of the rural
. environment '

(d) Import substitution plan,

(a) Conservation and: ma.nmzed use of natural resources

This programe, perhaps the most janortant for industry, consists of
three parts-which cover parallel lines of developient, The results of this
programme will be the utilization of hitherto unused primary resources, the
improvement of costs structire of final goods production, and owing to the
substitution of imported products which it implies, pressure on the trade
balance will be reduced, | _ _' S

Tts implementation will require joint action on the part of the primary
-and manufacturing sectors, Its three parts cover the development of the
following 'primary-manufabturing complexess 7

1) Mining.metallurzy;
{ii) Petrochemical;

(1ii) Forests - wood - pulp and paper. '

(1) The mining-metallurgy complex. The rapid growth of the metal-
transforming industry means that high priority mmst be given to the develop-
ment of all the sectors from which its main inputs derive,

The short supply of faw materials or intermediate goods indispensable
for productive processes has resulted in a series of bottlenecks or lack of
balance in production which it is vital to overcome, The most acute problems
of supply have occurred in respect to the mput.s of the ferrous and non-
ferrous metal industries, ' _

As regards iron, a fundamental factor will L'}e the development of known
deposits, which should be ‘eapable of supplying :'neé.rly 30 per cemt 6:[’ the
estimated ore needs of the end of the peried 1965769,

The programned compos:.t;q.on of supply, expressed in gross terms » is as
follows: 900,000 tons from the Sierra Grande deposlt-s, 150,000 tons from the
Zapla river basin deposits , and 60,000 tons from the I'ﬁ.s:l.ones and Salta R
regions, -

/The most.



- 62 -

The most important advance in this field will be made when the project
for exploiting the Sierra Grande deposits comes into operation. Its first
stage, which will bring 600,000 tons a year of nodulized {pellet) ore to the
market, should be finished by 1969.

Lastly, the ore deposits of the Salto-Jujefia region (Unchimé and Santa
Barbara) and the small deposits of the province of Misiones, which would be
oriented primarily towards supplying pig jron for the steel foundries » May
be exploited in future,

Parallel to the development of iron ore, pro:jéct.s for exploiting
manganese ores will be encouraged in order to achieve a balanced developmernt
of the steel industry. These will enable present capacity to be increased to
about 180,000 tons by 1969, The feasibility study of one of them - for the
Agua de Dionisio deposit (Farelldn Negro) in Catsmarca province - which will
provide 30,000 tons a year of 42-4/, per cent manganese and, eventually,
ferromanganese concertrates, is now in its final stages, 20,000 tons a year
of ferromanganese and other ferro-alloys will be needed for the steel industry
for a full vertical integration of its productive process.

At the same time, projects for the economic exploitation of the
country's dolamite and fluorite deposits will be carried out, thus fulfilling
industry's present needs, '

_ In the field of non-ferrous metailurg there wJ.ll be large increases in

demand for aluminium, lead and zinc and a smaller increase in that for
tungsten, Argentina possesses sufficient resources to meet this, though in
some cases, as in aluminium ard tungsten, it has been backward in exploiting
them, o :
With regard to eluminium, projects for exploiting the kmown raw material
deposits - alunites in Camarones, laterites in Misiones and/or the high
aluminium content clays of Patagonia - will be carried out,

As regerds tungsten, the installation of a concentrating plant in San
Luis and the later addition of a metallurgic plant for producing carbons,
alloys and rolled products will make its future exploitation profitable. At
the moment the fall in international prices of this strategic mineral has
almost paralyzed activity in the existing mines, Production of tungsten
compounds, alloys and rolled products will enable the needs of the domestic

/market to
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market to be satisfied, leaving considerable - surpluses for’ sale 1n already
secured intemational ma.rkets, : . ' : -

. (14) Me_@_l&ag. As regards its natural’ resources the petrochemical
industry by definition basically uses natural gas and petroleum (breakdown .
and products), A.z-gentma.'e large natural gas reserves, far-reaching netmrk
of gas and oil pipelines and considerable installed capacity for petroleum
,process:ng put. 11: in a poe:.t::.on to bring about 'a dynamic development. of this
branech, ‘ : . .
The" 1nc:|.dence of the industry'e demand for these mputs (approximat.ely
4 per cent of estimated domestic production of natural gas in 1969) will
remain too small to have a d:xstort:.ng effect on supply, but reflnery gas, .-
where its consumption will fluctuate around 20 per cent of projected dmestic
production, will have to some extent to be subject to a system of planned
distribution between t.he different consuming sectors. '

The main- effects of increasing use of these natural resources will be i
vertlca.l mtegratz.on of productive processes, jmport subst:.tutlon, faster

rate of change in technological processes and in consequence lower production
costs, ‘ .

The development of this branch will increase domestic eupply of the raw
materials and intermediate products needed by the plastics, fertilizers,
man-made fibres (for textile yarns), synthetic rubber industries, etc.'

It has also now given rise to a group of projects far a number of
plants to be installed near the petroleum refineries and gas pipeline L
terminals,  These cover production of ammonia, methanol and propylene "-IAra‘w )
materials used in manufacturing all the intermediate inputs needed by t.'_he' B
refineries « for which 8 new plants and 11 expansions will be needed, |

(113) Forests ~ wood — pulp an Rge Due to. existing natural -
resources and the sultahility for e.fforestat.ion of enormous expanses of
Argentina, it is possible for the forest sector - if provided with sppropriate |
promotional incemtives ~ to participate more a.ctively in supplying the needs
of the pulp and paper and bulld:mg indust.riee. o

The plan implies targets and an investment programme for the developmem
of this sector which can’ bring about. a powerful stimidus as well as induced
effects on the primary sector. Moreover, a reduction of imports of wood for
building purposes and of cellulose pulps can be expected,

/The investments
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The investments in pulp and paper projected for 1965/69 in donformity
with the objectives just mentioned will be made Through s mmber of projects,
whose legal arrangements and study are already far advanced,

A plant producing long-fibre chemical pulp and industrial paper of a
productipﬁlcapacity of 100 tons a day will be installed in the province of
Misiones. This province was chosen because it provides ideal conditions
from the point of view of the supply of the basic raw material, conifer wood,

The same types of pulp and paper will be produced by a plant to be
installed in the province of Jujuy, where it will have the advantage of
nearby stocks of mountain pine and of being able to form part of an integral
exploitation of the forest, The projected capacity of this plant is 50 tons
a day.

A plant for producing chemical short-fibre and semi-chemical pulp, of
a capacity of 140 tons a day, will be installed in the Buenos Aires-Entre
Rios delta, the region of greatest suitability far afforestation in the
country possessing an artificial forest of over 100,000 hectares, This will
partly make up for the country's shortage of mechanical pulp and will help
integrate the productive processes of the emterprises already operating in
the final stages of paper and paperboard manufacture,

Dufing 1965/69 another integrated project, whose nature and location
have not yet been entirely determined, will be carried out and eight
existing plants will be integrated or expanded, ‘

These new projects, though they will use existing natural resources,
will make it necessaryhfo increase the rate of afforestation of regions
where trees of suitable quality can be grown and which have high forest
yields in order to meet the needs of the projected long-term demand.

(v) | Support for the equipment of the infrastructure-

- Replacements and/or expansions of the equipment inventory of the
enterprises (mostly publie) providing transport and energy services are
now urgently needed.

Fortunately Argentine industry now has ample capacity for supplying
them, for during the last five years new enterprises have been installed
_and existing ones equipped for manufacturing these types of capital goods,
For various reasons - financing, lack of a definite purchasing policy,

/project engineering,
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project engineering, etc. - many of the State purchases fnthis "fiel"d” '
have been made abroad leaving idle much of ' the industry’s capaclty.

g Manui‘act.urmg pJans have been prepared in order that the needs of
the dlfferent .means of .transport can be:properly supplied; the’ chlef of
these concem ships,railway rolling stock and heavy lorries. '

It is interesting to note that application ‘of ‘a- ma.nufacturing plan
over a considerable. period will by itself result in ar :mcrease of '
productlon capacity --in the first cdsé becaise of the great.er expenence
gained in dockyard operating and more efflclent programm1ng of domestic -
and imported supplies. Thus, the plan for shlps ‘of la.rge bonnage, wh;l.ch
will be carried out in the three shiptvays avaiiable ‘Tor Shlps of that |
size, will result in the following annual tormages dellvered-

1966w vses 16,000 tons = 7 '
19670 runenne 36 000
1968, 1unnnads 50,000 "
196900 ive s 70,000

The contlnuous increase. in the activity of the domestlc dockyarﬂs
will have further.effects of very great importance for the econom;y

(1) A reduction. of imported inputs by not less tha.n 50 per cent

(11) A fall in costs, as a result of the increase in eff:.clency

.. mentioned above. BRI '

The ships. to be constrcted during the period of the plan w1ll be"

- 11 cargo boats, :including 6 of ‘8,700 tons gross we:.ght for )
Argentine Shipping Lines (EIMA), under a crash programme which has already
been approved (plus two for which the out.fitt.:mg stage will be completed) ;

- 3 coal freighters for State Ceal Fields; '

- 2 t.ankers for State Petroleum Deposits, cne of 10,000 and the
other of 20 OOO tons gross we:.ght.'

- 6 dredgers (3 to.be campleted, 2 for clearing, of l 500 cubic
metres; and 1 research dredger); - ‘ | )

- Smaller vessels (flshlng'boats, buoy-laying boats, tugs, boats :

for marine studies, sand freighters, etc.). i

As regards the ra.:.lway material industry, manufactire of 300
locnmotives (220 already contracted for);’ 13,000 frelght wagons ‘and

/1,500 passenger
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1,500 passenger cdaches is envisaged for 1965/69, to which may be added
the work involved in reconditioning approximately 600 diesel locomotives,
4LOO steam locomotives, 11,000 wagons, and 1,700 coaches and‘luggage vans.

In this case also, maﬁufacturing capacity will increase as growing
expsrience results in greater efficiency; at the same time thére‘will be
a gradual increase in use of domestic parts and of those which will
eventually be imported under complementarity agreements with other Latin
American countries, such as bogies, couplings, brake axles, etc,

Lastly, as regards heavy lorries (lorries.over 5 tons), over
33,000 units will be added to the inventory during the period of the plan.

The energy sector may be divided into two major headings: electric
power and fuels. It is estimated that the contribution of domestic
industry to the equipment of the thermov and hydro—electrlc power stations
and the transmission and distribution networks, plus its production of
machinéry for self-supply generating plants, will amount to 16,700 million
1960 pesos; it will comprise primarily alternators, high- and low-temsion
t.ransformers, control and manoceuvre apparat.ue, generators,

The contrlbutlons of the domestic machinery and equipment industny
to the petroleum, gas and coasl programmes have been estimated at 36,300,
16,400 and 1,600 million 1960 pesos respectively. _

Apart from its now traditional supplies of tanks, metal shapes, and
pump equipment, domastic productlon will prov1de a large and growing
proportlon of the following equlpment- boiler equipment {especially
important in dlstllling), pumps, valves, primary motors and different types
of electrlcal equipment, and it is hoped that manufacture of large-scale
compressors can be gradually 1ncluded.

(¢) Support for the equipment and technical development of the rural
environment

In order to reach the targets projected by the plan for the 7
agricultural sector, a programme for the equipmant and technlcal develop—

ment of the rural enV1rcnment is envisaged Thls is azmed at _assisting

2/  This figure does not .include production of electric motors and
other GIGCtrlcal machinery for 1ndustrial commercial and family
use.

-/expgnsions of
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expansions of ‘farmed land and replacemsnts of machinery, at pr__'gd‘t;:c:ing‘a
wider diffusion of mechanized farm equipment, and at developing a;-.polis!.‘f
for controlling and building up reserves of cereals, . ‘

The equipment needed for the increase in the area sown and the
replacement and diffusion. of machinery should consist of modern, mecha.mcal
equipment. suitable for rational exploitation of the l_a.nc_l.

In this connexion four aspects have been given ,x_speci‘a.lr co_ﬁsidera.t.im y
in making the projections:. |

(1) Equipping of each zone with the usual implements; ‘ |

{i1) Increases of -investments in equipment 5t111 lltt.le used, whose
widespread use should be encouraged; .

(iii) Purchase of technically more advanced mplemen‘hs ‘than t.hose now
in use or of any which make for farming prac.tices au:.table to
specific zones; :

(iv) The expediency of altering the present propor'blons in which the
different types of implements ars used -for each Job in accordance
. with the ecological characteristics of each. region

This will result in an annual demand for tractors and agrlcult.ural
machinery varying between 13,000 and 18,000 million 1960 pesos.

The ¢ereals storage plan envisages an increase in J.nsta.lled capacity
of L 700,000 tons during the period. Industry will provide machinery and
equipment amounting to 1,750, 923 and 1,784 million 1960 pesos reapec;tivé}_.x
for the small-farm sile, farm grain hoists and port grain lifts programmes.
The whole cost of the metal structures for the small-farm silos will be .
4,848 million 1960 pesos. - . ‘ | | |

If the targets of the plan for the a.gr:n.cultural sector are. to be
reached, industry will also have to provide during. 1965/69 the rertlllzers s
herbicides and pesticides which are vital to a more rational and techmf- o
cally more advanced exploitation of the land. o

The development of the.petrcchemical industry will enable these
inputs to be produced in quantity and at suitable qualit.ieé and costs..
For this purpose projects for. nitrogenous fertilizer production capabie
of satisfying the estimated 1969 demand of 110,000 tons/year (expressed
in -equivalent nltrogen) will have to.be carried out.

‘/As regards
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As regards phosphorous and potassium fertilizers, the only prospects
for production lie in the development of the Sierra Grande iron deposits
in the former case and the Camarones alwiite deposits in the latter.

Parallel with these projects, encouragement will be given to
projects for végetable and animal therapeutic preparations (fungicides,
insecticides, ete,) in particular those which can be manufactured from
domestic raw materials, e.g. the chlorine insecticides, whose production
would partly solve the problem of the surplus in chlerine supply.

(@) The import substitution plan '

Besides substitutions resulting from the projects listed above there
is an additional series of goods which it is essential increasingly to
produce in the country. |

(i) Steel products;

(ii) Sodium alkalis;

(iii) Amianth.

(1) Steel products. If the programmed development of the iron and
steel industry does not take place, imports of steel products in 1969 will
amount to 165 mtllion dollars more than those envisaged by the plan.

(ii) Sodium alkalis. Imports at present supply the whole of domestic
consumption of Solvay soda (100, OOO'tonq/yéar) and part of that of caustic
soda (20,000 tons/year), under which two headings they cost the countny
some 7 million dollars a year. '

A large growth in some branches of industry, such as glass, soap,
detergents, pulp and paper, and rayon, for which sodium alkalis are inputs
of some importance, will'bring consumption of Solvay soda up to 150,000 tons
_ and of caustic soda up to 125,000 tons by 1969. Because of the large drain
on the trade balance,which imports on this scale would represent every

effort will have to be made to encourage domestic manufacture of these
products. . f ,

(3ii) Amianth. Imports of amianth have averaged 12,000 tons or almost
3 million dollars a year over the last 3 years, Exploitation of the
chrysolitic amianth deposits of Jagiie, Valle Hermoso, La Rioja province
will enable most of present imports to be replaced by domestic production.
How and when this is to be undertaken depends on the results of programmed
geclogical and economic studies.

/5. Organizations
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5. Organ anizations with executlve respcns1bilities in 1ndustr1el
- . development - . . :

(a) In_the Government

Within the Structure of the Executive it is’ the State Secretarist o
of Industry, a dependency of the Mirist:y of Econemlc Affalrs, which 1s‘
responsible for matters relating to the regulation and promctlon ox '
1ndustry Its duties concern in perticular- o o

- The organization and rationalization of 1ndust:y, -

-

1

the ccntrol of manufscturlng processes,
technological research and quality tests,
patents and trade msrks,

‘the promotion and organization of industrsal co-Operaticn, ' .
_the promction and organization cf exhibitlons feirs, competitions,

publications and other sctivities contributing to 1ndustrial
prcemotion, whether inside or outside the country,
peaticipatlcn in the formulation of exchange anﬁ credit policy

and in the determcning of customs tsrlffs, where these affect

industrlal promotion or the supplies of promoted industries,
particlpation in the preparation and execution of immigratlon

plsns in such aspects 2s concern 1ndustry, '
estsblishment of industries,_

formnlation of plans far the location of 1ndustr1es in reletion

to hydroelectric schemes, _ :
sponsorship of scientific and technical research intc 1ndustrial ‘
matters and co-ordination of it in the public and prlvete sectors,
organization end admin1stration of ths state 1ndustr1al enterprises
coming within 1ts jurludictlon." o

Generally speaking, the technical control and superv1sion responsibi-
flities of the Secretariat devolve on its Nationsl Department of Industry

" while those of industrial promction are the province of the National
Depertment of Industrial Promoi M. The latter department 'is respcnsible
for carrying out the prov151ons of Lews 1&780 and lh781 which govern uses
of fcreign cspital in industry and industrial prometicn, and their .
reguletory decrees N°s 5339/63 end 3113/6L It 1s also supposed to solve

/problems which
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problems which appear in sectors of industry, thus helping to increase
their efficiency, and to assist in the study of industrial export policies,

(b) Other government organizations

There are other dependencles or organizations within the government
sphere which play a part in the industrial field. Those of most 1mportance
will be briefly listed here; while more detailed consideration will be
given to some of them at later points in this work.,

The General Department of Military Manufacturers, belonging to.the
Ministry of Defence or, more specifically, to the Secretariat of War
(Argentine Army), over amd above its specifically militany activities has
been entrusted with the development of the Argentine Steel Industry Plan
(Law N° 12987). Its work in this field will extend from direct installa-
tion and operation of plants to promotién of.integrated and semi-integrated
private- and mixed~capital iron and steel units and other related
development measures for the sector.

The State Secretariat of the Airforce - also a dependency of the
Ministry of Defence - has a slmilar responszbillty in its field, namely,
for the aircraft factory which it runs through the National Department of -
Aeronautical Manufactures and Research (DINFIA). ' ,

The law for the organization of the different government ministries

and secretariats assigns some of them powsrs in ssectoral aspects of
industrial activity additional to the aspects mentioned above. Their
importance, as regards spheres of action, is less than that of the
organizations mentioned above. These powers, ard their holders, are as
follows: o | . ‘
(i) Ministry of Works and Public Services: To proimote industry and

technical and scientific research, in matters within its sphere;

(ii) Ministry of VWorks and Public Services - Communications Secretariat:
To promote industries in thls branch, |

(iii) Ministry of Eeonomic Affalrs = Agriculture and Livestock

Secretariat: To promote farm mechanization and to manufacture machinery,

fertilizera-énd agricultural pesticides on its own account.
{iv) Ministry of Defence - Secretariat of War: To direct, administer
and develop army establishments and to prepare the mobilization of these

Jand of
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and of any other establishments engaged in producing materials and
effects entirely or mainly for use by the army which may be assigned.it
in case of war; to promote the industries; research and trials needed -
for the development and perfecting of material, equipment and effects
entirely or mainly for use by the army; _ :

{v) Ministry of Defence - Secretariat of the Nag- to d:l.rect
develop and promote industry, research and trials in connexion '.-o:l.'f;h.=
shipouilding; to direct its own dockyards, factories and other naval
establishments and co-ordinate them with the industrial activity .of the .
country; to provide the advice and technical assistance required by
other state bodies and by private entities in connexion with ship design;.

(vi) Ministry of Defence ~ Secretariat of the Airforce: to promote .
the aircraft industry and research and _tr:i,als in connexion with it;

(v:.i) Ministry of Social Assistance and Public Health: to cenbtrol
all aspects of the manufacture and distribution of medicines, biclogical
materia.ls, drugs, diatetic preparat.ions, insecticides, toilet prepara-~
tions, mineral waters, medicinal herbs, and material and instruments of
medioal application, in co-ordination with the ministries concerned. . ...

1In the field of industrial credlt. an important part is played by ..

t.he Induet.rial Bank of the Argentine Republic and, to a lesser extent,

'by the National Bank of Argentina. Some part is also played by the .. .
prov:l.ncial banks.

(¢} - Sectoral programmes and official organizations with sectoral-
responsibilities

As was said above, the development. of the iron and st.eel indust.ry ,
is governed by Law N° 12987, whose’ a.pphcdtion is in the hands of the |
General Department of M:Llitary Manufacturers , which has execut.ive,
promotional and control cdpaolt.:.es for this purpose. '

In its executive capacz.ty 1t. has installed and now runs, :’m bot,h
its industrial and its marketlng concems, 2 m:l.ning—steel complex in
Zapla, Province of Ju.]uy, of a product.lon capac:.ty of 150 000 t.ons of
steel a year. it also runs metallurglc, Ichemical, explosivas and other
plants for mlllt.ary purposes. It has promot.ed the constlt.utlon of mixed
euterprises » primarily in the chemlcal branch. Last.ly, it cont.mls the
ent.erpr:.ses included in the Iron and St.eel Industry Plan

. /The respective
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The respective régimes which have been established for the motor
vehicle, tractor and road-building machinery industries are applied and
have usually been inspired by the State Secretariat of Industry, which
also has functions of control with respect to them.

(d) Regional planning: the Federal Investments Council (CFI)

The Federal Investments Council was created in 1959 for the purposes
of directing investments and providing technical assistance as the result
of an interprovincial agreement signed and ratified by all the provinces,
the municipality of Buenos Aires and the Government of Tierra del Fuego.

It is made up of three distinct bodies: the Assembly, composed of
one representative fram each province, which detemmines general policy;
the Permanent Board, consisting of 8 provincial ministers; the General
Secreteriat, which provides the technical and administrative direction.

Its activities are financed by contributions from each province
proportional to their contribution to national taxes.

Its work covers research, regional planning and technical assistance.
Among much other planning work it has prepared: a document on the regional
development of the Argentine economy, giving economic analyses by provinces;
regional development plans; project assessments; material on regional
promotion entities, and is now publishing an assessment of the natural
resources of Argentina. It instigated and co-ordinated anIDB-provineial
banks credit line which was directed in particular towards small- and
medium-scale industrial enterprises excludmg those not 1ocat.ed in the
interior of the country.

(e) Private initiative in industrial progwg‘
As was said above, previous to the final drafting of the National

Development Plan private initiative was informed through the entrepreneur
organizations of its contents and design and of the programmes being
prepai‘ed for the different sectors and was invited to express its
eriticisms and opinions,

For this purpose meetings with entrepreneur entities were held, a
large proportion of them in connexion with industry and transport. '

Some entrepreneur organizations have technico-economic bureaux which
are taking part in programming. They mainly engage in regional programming.
work which they carry out in collaboration with the Federal Investments

Council and with some of the provincial governments,
. : /Chapter IV



Chopter IV
CHIEF SECTORS OF MANUFACTURING INDUSTRY

An sttempt has been made above to désci:ibe the broad'characteristics
of Argentine industry, In the present chapter its chief groups ( primarily
those which form the mayor part of the dymamic sector) will be analysed
ard some of the reasons already advanced for the importance given them in
recent programming activities in Argentina will be further discussed,

The analysis will, therefore , cover the ferrous and non-ferrous metals,
chemical, capital roods; motor vehicle and pulp industries and, among the
developed industries, textiles, , -

In add:t.t:.on to this, because of its economic importance, a brief,
basic outline of the food and beverages industry will be given,

I. DEVEIOPED INDUSTRIES

1. Food and beverages

This traditional industry is the most impértant of the industrial
sector with regard to its percentage contribution to the value added, which
has remained at about 20 per cent of the total, with some variations due
to the evolution of the agricultural sector on the one hand, and to
foreign trade on the other, ’

The different branches which make up the food and beverages group,
together with their relative contributions to the total as used in the
physical volume'est.imates of the.nationa_xl a.ccounts,' are as follows:-y

i/  Of.: "Distribucién del ingreso en la Repidblica Argentlna“ CONADE-
ECLA, 1964,

/Contribution
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Contribution

Food and beverages 100,0
Edible oils, manufactories and refineries - ' 5eb
Gaseous waters and non-alcoholic beverages 10,5
Rice, milling and other operations _ 1.3
Sugar : 7.7
Preserved and pressed meat and similar meat products,

not manufactured in the packing plants 2,6
Meat, manufacture, including slaughter of cattle ‘

in the packing plants 28.5
Beer - 3.7
Sweets, jam and jellies : - Q.h
Vermicelli and other pasta’ ' 1.8
Fruit and vegetables, fresh amd preserved L.,
Biscuits ) 0.8
Flour and other products of wheat milling 6.3
liquors, other alcoholic beverages and refreshmenfs 4.3
Butter, cheese and other dairy products 8.0
Bread and other products made in bakeries 8.2
Preserved fish, shellfish, etc. 1.2
Wines, manufacture {wine cellars) . 6.3
Yerba mate, milling 1.4

As well as supplying internal demand the food and beverages group
sxports some 16 per cent of its production {(a minimum of 12 per cent in
1962 apd a maximum of 22,1 per cent in 1963),-2-/ a percentage higher than
that of the other developed industries, It also mekes the largest
contribution to Argentine manufactured exports as e whole. {See table 26 o)

2/  Based on the processed information available,

[rable 26
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Table 26

. KRGENTINA: FOOD AND BLVERSGES GROUP, GOMPARISON .
OF USES OF PRODUCTION af

(Percentage distributior)

o : L " T e TR P "

o ) : reomh '
Uses : 7 _ Develmzed grm;g_ _I_?;_ Emie_ Froups |
' Fbcd angd _ o s
RO — Cg¥erages 0 Total | Total
1.  Fiml | 929 - 80.2 52
E (a] Inve;at.mept, ' - 0.9 20,8
(p) Consumption =~ 75,6 68.5 - 29,5
- (o) Export 173 0.8 2.1
2, Intermediate Ll 19.8 17.6
dictien wme 0 i

— ey oareus 1 ) Lamasras " (s aemaine oy &y

Source: Prepared in acgerdance with "Distribucidn del Ingreso en la
Repiblica Argentina" - GONADE -~ FEQLA Research Programme,.

&/  Year 1961.

2: Textiles
(a) Int,x;gg_gcilon

The textile industry is relatively one of the most, imporrtant of
Argentine industry. Until 1961 it had the second largest production
value, after food and beverages, being subsequently displaced by the
metal and motor vehicle and machinery branches, -

It was first fully cemstituted as an industry in 1930, most of the
establishments then installed being for weaving, Throughout the Second
World War-,' when it was at,ili in its incipient stages, it had to import
yarn from other Latin American countries, Until several years after the
erd of the war it was still upable to consolidate itself. As e result, of
heavy préaagré'from demanad it was eétablished without any atternpt at an
orderly pét;‘f«em of dé*éfalppmenti, and it still retains some of the
characteristics of that period, particularly in the weaving branch,

/Tt equipment
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Tts aquipment apd installations expanded rapidly during the '50'5,
especially in tha cotton and vogl sectops, with the resylt that, with
the proteqt;on of import aurchergas, almost all &mpprts of textile goods
have now been substituted,

At the end of the '60's the industry made considerabla technological
improvements, but owing to surcharges on imports of ra&hlne“v and to
financial difficulties it was unable to sustain this rate of repewsl, In
addition to this, the domsstic manufacturers of machinery were not
then capable of supplying mechinery of this type,

Fluctuations in thé income affect texbiles consumption; they have
produced several yeers of pverfproductian in face of a falling demend,
with the result that inventory accumjlations reduccd the volume of the
investments which could be allocated for eguipment renewals,

Taking 1952 ae the base year (1952 = 100), in 1960 the index of the
manufacturing production value was 120.4 while thet of textilcs Was 91.6,
In 1962 the situatiopn wersened: menufacturing activity decreased by
10 per cent and the textile inmtustry by 23.3 per cent with respect to
the previous year, Howevgr,'textilea begen to regover in 1963 ant is
sti1l showing an ﬁpward trerd, Singe the preductivity index hes been
rising mere rapidly than that of the physical veolume this increase in
- preduction mey be attributed to longsr hours worked, '

‘There is idle cspacity in the industry; it is envisaged by the
Nationa} Development Plan that, this and its other problems may be partly
gelved by epuipment renewals accompanied by industrizl integretion,

Tte different branches will now be anslysed, The following
activities: ocottom, ol and synthetic and artificial textiles have
been considersd, excluding the hard fibres, such as jute, hemp, pita,
gte,, which .are relatively very unimpartaﬂﬁ, |

(p) Cotton |
| ~ Bincg 1953 the Argentine catton textile industry hes been ahle to
batitutq almogt all ﬁaported gotton preducte, :
~ The qual4ty of its pmoduction hag gradually'improveda a8 is shown
by the increase in the average qount, which was mainly the reault ef the
relﬁtiVﬁ incresse in use Qf combad as againﬁp sarded yarp.

;fti) ﬁﬁiaﬂiﬁs
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(1) Spinning., In 1962 the spinning branch consisted of
bl astébliéhmenté processing 1,036,58) installed spindles, Its
spindles/irhabitent amd kilegrame/yeay/spindle indexes aye 20,07 and
83,23 respectively, which are high compared with those of other countries,

" However, from & comparison of coupts it appeers that Burope produces
32 per cent more ki logrammes of yarn per spindle for egual counts and '
12 per cent more given an average_count of 20 for ¥urcope and ﬂf
17,1 for Argentina., '

~ The apinning induatry is logated maimly in the capital 1tse1f or
in Greater Buencs Aires,_which have B2 per ceny of installed spindles,
This means that most of its factories arg & long way from the cotton
producing zone, o

There. ig a considerable degres of integration betwesn spinning and
weaving in terms of ipstalled spindles, as also in terms of the number
of establishments: there are fow mills emclusively for spinn‘ﬂg,

There are no studles  with en adequate statistical basis of the
state of spinning equipment, and what may be said of it is ba;ed on
estimates. In 1962 the spinning machines were all frames, the in$ermi¢tbﬁt
§yutem haﬁing been gradually replacsd from 1930 onwards, After the
Second World War, under the incentives of an advantageous exnhénge rate
ard the ample facilities granted, much equipment was imporied, Howavér,
these imports were not carried on in a rational menner; many of them
consisted of elready obsolete equipment and in meny cases the fechnicel
advance on existing spipdles vas only partial. Then in 1961 the textile
industry underwépt a cfisia which digcguﬁaged renewal of machinery,
Sample studies agsign spinning equipment an average age of 10-15 years,

(13) Hea¥ing. Domegtic wesVing is of some relative importance,
Among its charaqter;stiﬁs are the followings (a) 10 per cert, of the
shuttle looms are manual, and (b) loom use shows high indexes
'(5,000 kilogrammes/yéarfloom), But as in the case of the spindles this is
based on a lapge number Qf hours worked, 'Tﬁia ia'duq to the pattern of
production which has heen adopted: a large numben of smallwsgale
wcrkahops which are worked by theipr proprietors, on theiy own agcount
in perioda of dapression, or undar.contract with the langer plants in

[times of
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times of boom. This system mekes it very difficult to regulate the
ﬁripea'gnd qualities of the products, It also mesns thet thﬂ'téghnieal
apd finenciel capacity of the establishments is very small, |

The branoh'is heavily concentrated in the capital and in Greater
Buengs Aires, both as reg&#ds shuttle looms and lmitting and'stocking
looms, Its industrial concemtration indexes reveal that it includes
a large number of small-scale establishments, most of them engaged in
custom productien, |

Tyl per gent, of instslled looms are automatic, which iﬁd;catgs
that there has been a greater repswal rate than in spipning. Although
ne direct statistics are svailable, it is estimated that remewal of
knitting machines has been the major fagtar in this high rate,

(131) Raw gageyia;. Argertina produces enough cotten to supply its
industry, but hes to jmport long-steple fibre. Cotton production
appears more qr less stegrant, &s regards both its physical volume and
ite guality, Improvements can be made, but climatic conditions make it
impossihle to guarentee lurvests of uniform boll guality, #itre exports
have follewed the fluctuations of internal conswmption, Imports, on the
other hand, have Eeen growing in apcondanbe with the rise in the average

count, '

(iv) B;Edgg;;qQ ard,_consurption, Production of cotion yarn showed
a slight upward trerd ovar 1950/62, but underwent considerable
fluctuations as a result of changes in demand, The orisis which began
in 196] caused 2 large drop in 1962, (See table 27,)

/[Table 27
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Table 27
ARGENTINA: PRODYCTION OF GOTTON YARN

Upthmmmﬁsnﬁtqw;md;gn@nﬁ@gy

e _‘.ﬁTg A A h’," S MM R R T A _1" ..‘.‘ LR I L AL N it T
-~ N Terw Pers hrmeuge oot PPQZ“W’-;’“
Voen | Oandéd  oemm  Gambed  90MEe  Tofa) e T edgmtad
. age 869 . - oy Overe USETE
_ Grrded . Gamded "1y’ No, 236

1950 7304 95,8 3e2 o2 767 MK 279 1408 35.; L
1955 B8 037 97 103 . SME b5 5228 167 38
whe Bk B 0. 133 '95:.,1; Mok 32,80 2689 5B
61 B2k 865 128 13,8 92 .61 320 An0b 6246

1962 6646 86,5 10,5 136 7Rl WA 336 %10 logh

T T - - T Tre— REPRLEE

Smm;et Nutiom} Oﬁtgn Boa;-dq :

a clear index of the growth o: demand fer betten quality final textile
products and of the trend in import sqbst;tuta,on. The inerease occu:crﬁzt;
mainly in combed yarns, | |

Since cotton varn ﬂqnﬁumn+;on hag dev]ined as a result of its
pubstitution by synthetiz fibres on the one hard and of the 1_961 erisis
on the other, the repll,acen;aht, of low - by high ~ count yarns tergs to
maintain the upward trend in productien. The substitution by synthetic
fibres has ooqurred mainly in the stockings heading, o

Cotton fabrics production hag shown the ﬂuctuati.ons characteristic
of the textf.ile industry, As import substitution has oceyrred at a
greater rate than the decreage in demand the mobile averages of
production have been slightly rising. (See table 28,)

* /Table 28.



Table 28
mmmm PRODUCTION (P GOTTON PABRIOS BY TYPE

R b L ’ R LA e i R " L e L By s et i S e R S iy it s A e

‘iiawn fahrisg Knitted fabriss Stocking:
Teor ?_r Pore " Pere T e (f;;:’i
ons . geninm Tasa oante . Toma autrie
AN SO V... . S - ——
1350 56 736 . 853 751 1263 2 2l " 393 £6 5054
1955 65769 By 785 . zas  ng 756
% TS 9 6 565 8,3 51 0.6 78 97
1963 | 69 90¢2 7 113 942 L5 9,6 v 559
1962 56 460 99,} 5916 9t - m 0.3 62 897

Sty T o ” L AN Lt T Sy i —— g Pane

Sourses Na‘@ioné,l Gotton 1}!9_&1‘3.

The subscl tutdon of ¢otion fabrics by synthetic fibres has also
helped keep production, especially of cottoen and knitted gonds,
practically stﬂtip. ‘

Consumption of fabries shows gnormous fluctuations, scemetimes oub
of all relation to tyends in industry as e whole, for waich the most
lagical explenation seems to lie in over-preduction.

(=) ¥ool

The wogllen textile industry is the oldest of the Argentine
teﬁtilq‘ sgctor, Bven so thers is a shortage of statlstics on i,

(1) Spimning, According to the gtudies maje in 1943, ihe total
of ingtalled spindles is 346,000 ~ 238,000 for combed weol and 108,000 for
carded wool ~ distributed smong 7k establishpents, In 1961 ECLA
estimated that there were 360,000 3p$ndles =~ 250,000 for combed wool
and 110,000 for carded wool,

Both types of machinery are heavily concentrated in the capital
am'i in Gpeater Busnes Aires, which have 91.6 per cent of carded wQol
ard §8. b par cqnt of c¢mbed wmol spipdles.

/Rombed wool,
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. Combed wool spinning has 2 greater degree of ipdustrial concentration
- than‘cardad_WOol spinning, In the former case, 55 pér,cent.of the
establishments have less than 4 000 spindles each, and have only .

2546 per cent of all installed spindles,

Because of the vital importence of wool cla351ficat10n and
washing. for production of good-quality yarn the industry must be
vertically integrated so as to include preliminary operations. However,
this integration is .not suiteble for mills with less than. 6,000 spindles,
~ of which there are 54, Of the 20 rem£1ning mllls only 11 heve -

. washing plants,. Vertical integration so as to include more advanced
operations has not occurred-on any scale except as between the combined
combed/carded wool mills and weaving and sizing. And these are only
the very largest establishments,

Though the" présent stdfe of their fly frames is not exactly known,
- the combed -wool mills heve eliminated the self-acting mechinery still
used by the main producing. countrles. “In the pb&t-ﬁar period, when
domestic wool spinning has- begun on an industr1a1 scale, a great deal
- of machinery was 1mported. In 1961 the average age of the machinery was

estimated at 10~15 years, EEE B

| Qi) WeaV1gg Thére'ié a shortzge of data on ﬁhié‘éétiﬁify;.lECLA

" in its study of the Argentlne textile industry made a sample of

15 weaving enterprises; estimating that this covered 33 per cent'Bf

. active boms, The sample indicated that thers was a total of .

1,800 installed looms, |

" From the main results of the analy51s of thls sample it appears

© that the. quality of production is high, in spite of the age of the

Machines used.,  During 1961~1963 the -use: per” loom -index fell from 49.2

to 29.3 hours/year/loom, vhich has dlscouraged 1nvestments.‘i

Wool weavVing shows an out-of-date structure which will have to be
modernized for satisfactory efficlency levels to be reached.

It is estimated that the location and concentration indexes should
be similar to those of spimning, especially in the case of shuttle loom
weaying. Knitted goods weaving is, according to the partial data
available, more dispersed as regsrds location and has a lower degree of
industrial concentration.

/(iii) Raw material,
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(131) Row material, Argemtinz is the third largest producer of
wool in the world. In s;ﬁite of the feet that the number of sheep
was considerably reduced as a result of adverse conditions in sheep
farming, production has not fallen. This implies that the yield per

head has gone up,
Domestie préduction of wool supplies the whole needs of the
‘domestic textile industry, leaving a huge exportable surplus.

(iv) Production and consumption, There is very little data on
preoduction and consumption of woollen yerns and fabrics, The production
serles given in table 29 has been calculated on the basis of assumptions
which make the analysis of very limited application,

Teble 29

ARGENTINAL PRUDUCTION OP WCOL YARNS

Spimning Total

consunption, e
exaluding ipeiies S0 Produstion Produstion Total
mm‘%ﬁs exg:?:;: topa, exeluding of combad _ of cardsd Fro~
geas pro~
© duction of the °::::’“d yaras yarns dustien

Argontine
Wool ga/iera.tion (saloulated) o/

- 1958/59 50 00D 56 000 "1y 6oo 1080 | 28 400
1959/60 oo - 41000 12 885 7 - 20992
1960/61 45 231 50 116 15 750 9 665 25 W15
1561 /62. 20 o5y 32 &1 1oy | 109 | 12 056

1962/63 21 590 235 7 52 448 7 763

Sourge: National Dovslopment Counsils )
s/ Exparts of tops ere excluded becauss they are not a spun produst.

/{d) Artificial



(d) Artificial and synthetic filies snd yarns

The following nomenclature will be uwsed:s Arbificial fibres and
yarns for the products of cellulose progessing (rayon famlly), and .
synthetic fibres and yarns for the products of the proceSSLng of - o
- mineral substances (nylon, polyester, ete. ), -

- (1) Production of fibres, There are three firms produclng
contimous fibre and, ohe producing both contimous and cut fibre."The
former have a. capacity of 11,700 tons: a year; the latter firmts
capacity is 4,500 tors a year, u _

As regards symthetic fibres, there are 6 firms producing nylon
of all gqualities, whose joint potential capacity is 12,700 tons a year:
(7,700 tons/year of nylon for textile use. and 5,000 for industrial,use).
This is enough to supply domestic consumption, which in 1964 was '
11,200 tons, | | -

. Polyester production begen in 1963 and has an installed capaclty

of 6,300 tons, _ N o ‘

(il) Throwing plants, The thrbwing of continuous rylon filament
'resulté'in stretch and banlon yarns, These products have wide acceptance
.on the market and a large number of small-scale plants have been
"”installed for producing them,

{iii) Weaving., It .moy be remarked that as in both shuttle Yoom

wearing and knitting, the looms used for artifiecial and synthetlc f1bres; .

are not very different from those used for cotton and the two types may
in fact be used interchangeably, It is very difficult to make the
relevart calculations and estimates for weaving of these fibres, It is
made still more difficult. by the fact that the activity has a very small
degree of concentration, consisting to a large extent of Randeraft
workshops,

As regards its equipmernt, the situation is generally the same as
that in the cotton knitted goocds branch, |
~ (iv) Production and consumption, Table 30 shows the evolution of
artificial and synthetic fibres, Their growth has been very rapid, tut,
as can be seen,they were, in relative terms, harder hit by the 1962
crisis than cotton and wool,

Domestic production supplies the whole of consumption, import
substitution having been rapidly effected in all cases but that of
high tenacity fitres,

{[Table 30,
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Table 30
" ARGENTINA: PRODUCTICN AD n@(m r:‘.i:' APTIPICIAL AND SYNTHETIC YARNS
Toms} : '
C:!nlgig::us Highetenasity gmimua Centinuous cm;;ém;o;s Cellulose
rayan rayon nylen polypropylens polyester . ecetata
Year Dot s~ Dome s~ - Domasm Domee- " Domga.  Domess
Iopert tlc Impert  tie Taport tic tie  Import  tic ﬁ: o
T Taee e £ P en
W50 123 7222 - 760 - 1y
1955 107 109§ 527 163 - 33 238
1356 2 12005 1088 2069 Co- 279
1957 16 13U451 1056 2 %7 61 352
1958 76 1106 1153 2669 WyE . 38
1953 154 12121 18 2 176 1233 567 - 1 200
1960 16 10748 1 200 3 202 712 18 L2
1961 12 18 9% 2 605 3 878 161 181 131 182
1962 10 8033 250 3 812 1 399 2 236 830 ‘ 899
1963 - B850 - 1923 1923  %ol0 & - 281 1180
1964 - 12 271 - 3699 7 o4 213 - 28ue/ 198
1965 ' ua:rz_/ 280 -~ 3160 . 2100

Soureer 1950-1963 CRADE.
1964-1965 National Departmsnt of Industria.l Promotien.

o/ Estimated,
b/ First 6 months,

/1T DEVELOPING
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o ITe DREVELODPING INDUSTRIES

1, Capitsl goods

Argentina has reached an important stage of development in the
manufacture of capital goods,

In the last five years a number of large-scale establlshments,
primarily producing transport eguipment (ocean-going ships, railway
rolling stock) and equipment for energy installations (generators,
transformers, pump equlpment, etc.), have been set up and conmsolidated,
resultlng in a remarkable increase in the domestic supply of heavy

B equipment .,

.. The overwhelmlng znmmrtance of the publlc sector as a purchaser . . .
-.of these goods.should be noted. It can, through its planned purchases, .
depennipe the direction of the production and investments of the
supplying enterprises, of many of which it is the sole client. Taking
into account that the essential characteristic of investment in capital
" goods production is their slow maturation and further that the
equiprent required by the public sector (ships and boats, railway stock
electrical equipment,.étc.) consists of the capital goods which it takes
longest to produce, it becomes obvious that only by operating under a
. long-term programine .of public investments can maximum use be msde of
the installed capacity of the supplying enterprises,

Internal demand has been unstable origirally becaise there was no
definite policy for public sector purchases and then further because
financing problems diverted a considerable volume of purchases to
foreign suppliers, who could supply the credits which were lacking for
purchases at home, This process has in the last two yesrs resulted in
under-utilization of installed capscity, with the consequent elimination
of economies of scale. This in turn has produced distortions in the
price system which, combined with changes in the surcharge policy for
imports of goods, has made the demand situation increasingly acute,

Many memafacturers, faced with this situation, have directed their
efforts towards foreign markets, having in view the favourable conditions
being created for exports by the evolution of ALAIC. and the needs of the

fAeveloping countries
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developing countries of other contiremts, A few spectacular successes
in this field (exports of machine-icols) should not, however, make them
forget the need to secure the internal market. (See table 31.)

Tebls 31

ARGENT INA: EXPORTS OF CAPITAL GODS INCLUDING SPARR PARTS
(Valuss in thousands of dollers snd persemtages)

1960 o 1961 1962 1963

Groupa . Perosnd Doll Percang Dollars Poreonf povyapa  FOTORE  pollars
' agn age age age
Machine=tools ka9 4 k4,8 €6 19.9 368 30.3 2 032
Elsstrical mechines 115wy 1243 16 WM. 26 25 148
Agrisultural gechinery 14 124 540 €8 1.1 20 5e2 350
Mashinery for dynamio - '
industry 1.0 10 2,5. 129 5. 106 34l 216
Machinery for development o
indugtry 242 21 9.6 L9 343 £ 640 Lol
Cthers 6646 £16 6446 87 £5.0 107 308 2 266
Total 20040 924 10040 1 353 100.0 1 848 100.0 € 700

Source: National Statistios end Cemsuses Departments

/2. The
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2, The iron and steel industry

" In the first stage of its development the Argentiﬁe iron and steel
industry specialized'ih'final'rol]ed prodﬁots and, among them, in those
which conld be manufactured’ most simply and economically. As it developed
it graduslly substituted imports of non-flat ‘rolled products, carrying
out a very slow 1ntegrat10n process which culminated in the entry 1nto l
production of the first stage of the Argentlne Mixed Iron and Steel
Corporationts (SOMISA) plant. Thus, today there are stlll three types
of plants, depending on whether they 1ntegrate all or two or carry out |
only one of the respective processes: 'blast furnaces, steel furnaces,
rolling mills, Only two (SOMISA and Zapla Blaet Furnaces) carry out the
three stages from ‘the ore upward these may be considered fully o
integrated, ‘Eight private steel mills ‘and the Armed Forces Steel Faotory
count as semi-integrated: they begin their ‘production at the second’
stage, consuming pig iron and scrap in Siemes-Martin and/or electric
furnaces. About 80 proce551ng plants produce rolled end products from '
domestic or 1mported billets and other ‘semi-products, -

" As over the last twenty years, steel consumption showed a drop'doring
the Second World War followed by & period of rapld recovery. Durlng thls
pericd ‘it reverted to the traditional sources of supply, hev1ng in
addition the production manufactured by equipment installed during the
war, It contracted again in 1952 and 1953 as a result of a 1arge‘drop
in the capacity for forelgn purchases, but from 1954 onwards expanded,
hav1ng now the benef:t ‘of 'a constantly grow1ng supply of rolled end
products mamfadtired’ by domestlc 1ndustry.

L Apparent consurption reached a maximun value of 2,725 thousand tons
of steel 1ngots in 1961 (this includes jmports of machinery and tools and
excludes productlon of cast iron parts), Consumption per capita showed
a parallel develOpment, growing slowly from 1956 orwards afid reaohing,
also in 1961, a maximum of 127.9 kilograrmes, It should, however, be
mentioned that in 1905<1909 and 1910-1914 cq¥isumptions 6f 157 and

143 kilogrammes per capita, rrespectively:wers registered, )

/ From 1953
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From 1953 omwards a merked trend towards an increase in flat plate
products appeared. This was due to the growth of its most important
concerning sectors (motor vehicles, tractors, boilgr-making, etc. ),

The most important charvacteristic of the evolution of domestie
iron and steel industry in the last few years is the difference between
the_growtﬁ rates of the differemt stages of production (blast furnaces, steel
furnaces, rélling mills). Thus, rolling mill capacity grew considerably
production being 274,600 tons of rolled end prbducts in 1953 and
1,329,800 in 1964.§/ But as blast furnace and steel furnace capacity
grew more slowly there was a reiative,decrease in domestic supply of
semi~manufactures ard a consequent increase in dependence on the
internstional market for these items, While rolling mill capacity grew
. constantly, steel furnace capacity remained for many years at
250,000 tons a year and blast furnace c@pacity at 50,000 tons, and only
in the last few years have any notable efforts been made to imcrease
them, When SOMISA's integral cycle plant was brought into production
this disequilibrium was partly removed. But delays over its preliminary
works, installation, putting into operetion ard complementary investments
have meant that optimum use of its production capacity has still not
been reached; its costs are stlll affected by internal bottlenecks and
by the under-utilization of an infrastructure installed for a production
double the present,

- Imstalled production capacltles are as follows: blast furnaces,
67#,000 tons/year of pig iron; .steel furnaces, 1,575,000 tons/year of
steel ingots; rolling mills, 2,454,500 tons/year of rolled end products,

-k further factor which had a considerable effect on iron and steel
development was the fall in international prices of semi-products
during the last few years, This was furthered by the dumping policies
used by some of the large world producers and cbincidéd with increasés
in blast. furnace and steel furnace capacity and with an economic
recessioh? as a result of which much capacity fell idle and large

4/  Preliminary estimstes indicate that 1965 production represents an
increase on 1964,

J/discrepancies between
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discrepancies between real demend and potential supply occurred., This
conjuction of circumstances directed ﬁublic and private plans for
domestic production of the. iron znd steel products needed by the domestic
industry for their intended course,

The recovery which has since taken place in sales and the upward
trend in production have given rise to new problemS.

The discrapancies between the productive capacities of the
dlfferent stages bf steel production - that is, the inability of the -
steel industry in 1ts intermedlate stages to meet its own 4pndused
demand - mean that growing volumes of seml-products and scrap will have '
to be 1mported to cover probable increases in final demand. These
increases w111 also justmfy the full use even of antiquated amd obsolete
rolling mllls whose use at other tHAmes wnuld be anti-economic (their
total production capacity is only 350,000 tons a year),

Because the procrammed 1nvestments which would have increased its
now limited degree of 1ntegrat10n ard eliminated its deperndence on
imports were_long postponed and still have not been made, the domestic
iron and steel industry will not be able to take full advantage of
the remarkabie recovery of consumpbion, And this in turn will be kept
below the levels which it would have reached 1f,as was the purpose of
thase progranmes, domestic supply had been placed on a better footing.
Mbreover, because the bottlenecks in the production processes nentioned
above will not have been eliminated, it will not be possible to reduce 8
present. costs, and this will involve extra external expenditure for the
rest of industry. (See tables 32, 33 and 34%) o

Exports of iron and steel products only became con81derab1e in
1963, when they reached a physical volume of ?6,770 tons and a value
of 9,9 million dollars, The main items were non-flat rolled products
(47,011 tons) and seamless tubes (23,011 tons.)

/Table 32



- 90 -

Taple 32

~ ARGENTINA: FPRODUCTION OF PIG IRON, STEEL AND ROLLED
PAOICTS, 19691964

{Thousands of tons

Year Pig iron Steel Rolled products
1953 36.3 1743 270.6
1951, - 39,5 186,1 526,0
1955 35.0 217.6 - 658.8
1956 28,7 202.4 613,0
1957 33.7 . 221.4 683,2
1958 29.1 244y, 2 876.2
1959 | 32,0 214,.2 776.0
1960 180.1 - 277.0 771.5
1961 398.,5 L51.4 909.3
1962 o 396,4 64k, 5 761.0
1963 422.7 894.3 759,2
1964, 589.3 1 267.3 1 329.8
1965 2/ 160,0 309.7 312.1 -
1965 &/ . 1 3474 -

Source: National Department of Industries.

a/  First quarter of 1965, QCentros Industrisles Siderdrgicos,
b/  Latin American Iron and Steel Institute (ILAFA),

/Table 33
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ARGENTINA: APPARENT CONSUMPTION (F STEEL ROLLED PRODUCTS, 1955-1963

Table 33

{Thousand tons)

1961

Growth

6 62 6
Hesding 1955 15 157 1 195 1960 Y62 esassa 199
R) Noneflat products -" - - - o - - - - -
1) Domestie Production 558 506 558 702 623 585 684 558 322 - g9
2) Imports 151 59 28 10 72 76 A 27 a 9
Total i) 565 582 n3 (513 662 né 586 o 509
E)} Flat products - - - - - - - - - -
1) Domestic producticn 67 79 86 103 ol 90 115 112 75 199
2} Imports bo3 373 Log 634 359 Y €10 k438 303 27
Jotal o 458 48s 7 463 522 226 250 378 ¢
C) Steel tubes of - - - - - - - - - -
1) Domestls production 23 27 38 69 59 95 29 89 83 62
2} Imports 35 16 32 a7 iz 116 24 65 33 137
Fotnl 82 L yil 97 200 Ay 23 156 122 13
B} fTotal congumpiion
{a+B+c) 1289 1062 118 158 1358 198 13568 1293 8o 1128
Population (milltons) 19,4 134 19.8 2042 20,6 20,9 2343 2,7 22.1
Consupption per inhabitant fiilogrammes) 67 sl 57 77 (43 \6? 75 £0 50.9

Source: Netlonal Dewelopment Council, (CONALE},

af Domestlc production ocnsists of asamiess tubes; the import figures include both seamless and weldsd tubes, whose volumss cannet ba

distinguished,
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Table 34
ARGENTINA: TIRON AND STEEL IMPORTS, 1955-6L
(In million dollars) -
Product 19557 . I960 1961 1962 -, 1963 194
1) Ironors | - 58 40 6.8 © 9.8  13.2
2) Raw'.materlia'].s ' 69.3° T 51.8 " .03.%7 26,17 §_9_9_ 16,57
Pig iron 11.3 (A 2.8 0,751 © 0.003 7.4
Sgrap B & - . 0.0, 0,3 . 0,003 ! rp.j,_f 7.1
Ferro manganese’ 0,08 0.06 0,07 06,081 0.038  0.07
Perrosilicate 0.01 3.2 5.5 0,237 - 0.057 0.07
Steel for rolling 57.9.- 4L1 65,2 © 25,1  ° 7.6  19.3
3) Fine and épecial | ' ' ; o
Steels T %7 180 263 19,0 9.0 eue
Steels of 0,25 to o
0,40 per cent C o6 4.8 11.6 ) 1.5 voe
Steel of over 0,40 . . , , :
- per cent C P 5,1 13,2 AL.7 s 1.5 7.6 “or
4) Rolled products: ‘ , : I
| m‘r”—— 2037 M2h.3 1081 90k ThT | 15,1k
A) Nonflab o2L5 207 k5 0 3.9 Ll . 151k
Rails 16.8 9.0 0.9 0.7 0.1 0,04
Round, square =~ ¢ .. - . ' : o :
bars, etec, 0.4 0.1 0,2 0.2 0.007 12.3
L.T.Uéz and® other ' _ .
shapes 3.7 1.3 L2.3 - 2.0 0.8 2.3
_ Braces 0.6 0.3 L1 Lo 0.2 0.5
B) Flat .3 ThQ 96,1 683 38,2 632
Hot~or cold-rolled -
plates 45.0 52,9 75.9 49,0 . 17.3 37.3
Str"ipe:. and
ribbed plates =~ - 0,2 = 0.9 0,6 0.7 L2 1.3
' ?Tin_'pia%’qs 2543 20,2 19,6 18,6 19.8 24,6
C) Stesl tubes © . 107  3%6 1.5 18.2  35.h 223
‘Weldsd . . . 10,7  39.6 . T.5  17.6.  32.6 189
. Seamless . - ST o e 06 2.8 3.4
Total (1y2431h) 182,71 199.9 2l2:3 L2k .{2%-.2

Source: National Department of Ste
Yearbook). latin American
by the National Development Council (CONADE).
There are no figures for tubes,

Hdte:'

tistica and Censuses (Foreign Trade
Tron and Steel Institute (ILAFA), Prepared

/3. Non
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3. Non ferrous metallurgy

The analysis of this sector has been based on the apparernt
consumptions of lead, zinc, copper, aluminiumand tin., Use of the lead
and zinc is now based on domestic ores, which are gradually substituting
imports, Since no important deposits of the others, except aluminium,
have been discovered it is unlikely thet this process will be carried
out with respect to them, '

Dorestie producpion of lead has satisfied domestic consuﬁption
since 1954 (28,292 tons), But because its use has undergone wide
fluctuations, production has remained at about 27,600 tons since 1957.

Zinc production (20,363 tons in 1963), which is closely related
to that of lead, still does not wholly satisfy domestic needs, but
its'imports have been substantially reduced between 1959 and the
present day, Its use has also not, grown since 1960; in that year
its apparent consumption was 195439 tons and in'1963, 17,619 tons,

Import substitution has obviously ccurred in both cases, The
stagnation of use occurred particularly with regard to the substituting
products. But motor vehicle production will now create an increased
demand for lead, for use in the manufacture of accumulators, It is
believed that there are saufficient reserves for the envisaged
increases to be mét.

Copper, aluminium and tin are supplied by imports, almost entirely
in the form of intermediate products, particularly ingots,

Cdpper.consumption decreesed rapidly between 1961 and 1963 (from
30:255 to 16,523 tons) and continued to do so afterwards, whereas in
previous years it had temded to fluctuate widely arourd the same level,

Aluminium use reached a peak of 30,474 tons in 1961 and then fell
to.its former level of about 15,000 tons a year, Domestic production
{1,000 tons in 1963) has so far consisted entirely of scrap recoverv,
But deposits have now been discovered in Misionee and Chubut which
have prospects of economic exploitation. _

Tin depends entirely on imports, and since 1957 its small demestic
production has been stagnant. A continuous drop in consumption has
occurred since 1957, interrupted by a recovery in 1960-1961, It was
“ 2,74k tons in 1957, falling to 1,208 in 1963,

/b The
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L. The Chemical Industry -

The chemicgl industry had one of the highest growth rates of ang
sector of Argentine industry during 1950-65, - -

The continucus upward trerd is revealed by thé'index of'its gross’
production value, which, startlng from 53 in 1950, reached 10h in 1961 '
and 114 in 1965, (1960 = 100,)" s

ne growth in its gross production value was mainly due to the
installation of plants for a large rumber of intermediate chemical
products (raw materials for plastics, artificial and synthetic fibres,
and basic chemical products, some deriving firom petrochemical proceéseé),”
and, especially from 1959 onwards, to the petrochemical production
then begun, Co : . S '

The costs structure of the”induStfj.has‘bééh distorted by the
rise in the price of some of its raw materials, such as sulphur, and’
by the inefficiency of eerbain services, such as transport and
electric power, ' ‘

.-Contrary to what might be expected of such a dymemic sector,
production was directed prlmarly towards consumer goods between 1950
and 1959,

Tts expansion has been mainly due to the growth of the petrochemical
sodium alkali and main acids branches, This means that its production
structure has-altered in favor of a greater proportlon of intermediate
products, which are major industrial imports; and, above all, of final '
consumer goods made from imported basic raw materials,

Table 35 glVeS its gross productlon and import values for
1953-1965., N ‘ ‘

The chemical 1ndustry contributes approximately 8 per cent. of the

gross indusfrial proauction value.

. [Table 35
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Table 35
ARGENTINA: GROSS VALUES OF MANUFACTURE AND IMPORTS OF CHEIMICAL PRODUCTS

Production Imports

{Millions of- . {Tnousards of

1962 pesos) N dollars)
1953 | 18w 50058
1954 " 37 226 | 88 577
1955 L2 062 90 782
1956 L 592 78 089
1957 18 866 95 255
1958 52 914 75 602
1959 53 870 72 270
1960 56 232 62 198
1961 | 58 481 - 89 999
1962 51, 826 - 81 178
1963 53 139 77 056
1964 59 091 | 114, 82 &/
1965 63, 500 | 125 000 &/

Source: CONADE and the National Department of Industries,

a/  Figure subject to revision.

ijports of
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Imports of chemical products represent 12 to 15 per cent of total
raw material imports for manufacturing iﬁdﬁstry, and account for 10 per
cent’ of the apparent consumption of chemical products. "85 per cent of -
them consists of basic intermediate products, which shows the poor degree
of integration of the sector. o S C e s e A .

After a~fall in production in 1962 and 1963, which though it
extended to the economy as a Whole*ﬁaa'paitiéularly great in the chemical
industry;-é réﬁi&‘recovery was made iﬁ'l?éﬁ and- 1965, - This partly took '
the form of increased production on the part of the traditional
enterprisss but was principally due to the entry into operation of the
major natioral petrochemical plants, Thus, in these years the 3
3 ethylene plants (cepacity 32,000 tons/&eér}, the 2 polyethylene plants
(25,000 tons/year), the 2 methanol plants {26,500 tons/year), the
phenol plant (8,000 tons/year), the benzeria and toluene plant
(43,000 metresS/year) the SB-R synthetic rubber plant (35,0Q0.tops/year}, and
the styrere plant (18,000 tons/year), plus several smaller plants and
factories manufacturing prdducts of these, all begzn production, The
lamp black plant had already begun to operate in 1962. Apart from
this there are & number of projects in progress, for fertilizers, raw
materialélfor plastics, fibres, detergents, etc., which will represent .. .
an investment of 200 m;llion dollars in 1966,
expellent prospects for the future, and further expan31ons and
equipment renewals have been amounced, S i

5. Pulp end paper - °

The Argentine pulp and paper industry has carrjied out a substitution
process at two levels,

In cellulose pulp the prodyction - apparent consumption ratio rose
from 23 per cent in 1951 to k8 per cent in 1962, Production has
increased continuously, except in 1960 when the sector underwent a
considerable recession. The increase has been greatest in the semi~
chemical wood pulp branch, for which, in conformity with the trend all
over the world, there is a‘large domestic demand. In spite of this,
demand for long-fibre chemical pulp has remained too large to be satisfied
by domestic production, Table 36 gives the figures for domestic production,
imports ard apparent consumption of cellulose pulp., No exports have been
registered,

/Table 36
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Table 36

ARGENTINA: APPARENT CONSUMPTION OF CELLULOSE PULP &/
(Tons)

Years Domestic productiori Imports » Apparent consumption
1951 38 335 128 747 167 082
1952 33 432 86 345 119 777
1953 35 948 36 307 72 256
1954 L9 oo | 167 177 216 161
1955 54 174 202 353 256 537
1956 62 188 130 632 192 820
1957 64 911 147 81l 212 725
1958 7 898 126 757 201 655
1959 8L LT 12 685 194 162
1960 . 7348 . 86221 159 705
1961 91 289 U1 174 232 463
1962 95 091 103 048 198 139
1963 107 943 97 L8 205 351
1964, 107 000 149 120 256 120
1965 &/ 59 000" 7 770 136 770

Source: "Encuesta en la Industria del Papel y la Celulosa" (Industrial
Bank of Argentina ~ CONADE), 1964; National Department of
Statistics and Censuses; Natlonal Department of Industry,

a/  No exports of cellulose pulps have been registered.
b/  First half of 1965. '

AAlmost total



- 98-

Almost total substitution has taken place in paper and paperboard
(excluding newsprint). . Domestic production supplies 90 per cent of
consumption, the imports being special types of paper for which Argentina
does not provide a largs enough market to justify production. Never-
theless, several plants have begun to produce these with a view to the
Latin Amsrican market and have exports, 't.hoi'igl"x as'yet on a small scale, -

News;:rint supply depends almost entirely on imports , which in
1961 amounted to 213,700 tons s with a.value of 34,2 million dollare, .
Their anrual average for 1953 was 155;000 tons, at a va.lue of 24,9 million
dellars, , '

The figures for apparent consumption of paper and paperboard
appear in table 37,

Table %7

ARGENTINAL APPARENT CONSUMPTION OF PAPER AND pmmomn
(Tons)

Heading C 1956 1957 - '1958 ‘ 1959 1960 1963 1362 1963
1e Neweprint T 113170 139 o6% 171 960 192 991 171 032 222 8§§‘ 1y 610 158 108
2+ Offlce and printing : o . -

paper - BBy B6 A5 . YBlUgr 47 a3 66 LUS 95 329  B6 éu4t B0 593 -

3» Puoking paper 7898 38451 03078 92066 w093 97 281 BB 186 90 582
Yo Paper to be sorrugated Y960 6 53:_3 9 8% 396862 32 588 41515  Loisl . 39 Bfs
5 Tiague paper . 97k .9¥12 . 11292 -IOGRYL B 85y 1§ 1;36 18 2i5 13 500
6o Other typos of paper 27 134 23299 27 207 17 598° 15 oo 18542 A8 223 17 356
7o Bristol beard W65 WS 39329 29 6% 22 B85 33056 35 045 25 o6
8+ Paperboard T4 67 75207 90853 83285 &y &3 By 81y 80798 69 506

Totals 432 149 Lyp ook 532 065 483 200 459 135 611 B75 51k 85€ ok 656

e pompeatsieigapor

Soupse: Naticnal Department af‘smtiaticer»and Censugase

/There are
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There are 27 cellulose pulp plants in Argentina with a total
installed capacity of roughly 1965 000. tons/year. For a number of
different reasons 6 of them = . mostly producers of agrlcultural waste
semi-pulp - are now idle, The installed capacity of the remaining plants
is roughly 171,000 tbns/yéér.“Thé'1§63 use coéfficient of the pulp
industry as a whole was 0.56 and of the chemical wood pulp branch 0.82.

There are 87 paper and ‘peperboard plants, with a total 1nstqlled
capacity of 590,000 tons/vear, ‘of which 58 per cént was used in 1963,

In that year the highest use coefficient was registered by the plants
of a capacity of dved 30 000 tons/bear {74.8 per cent), '

The pulp and paper: ‘sector as a whole has shown a constart increase
in manpower productivity. In terms of tons of pulp and paper per °
employee, it 1ncreased from 30,0 par cent in 1960 to 40,4 per cent in
1963,

6. The motor vehicle industry .

Argentina has tradipionally supﬁlied its motor vehicles from
abroad, paying for them with the foreign exchange resources derived
from its agricultural exports, The evolution of motor vehicle 1mports
during 1925-1963 appears in table 38. . S

However, flrst the crisis of the '30'5 and then the Second World
War seriously reduced this external supply, not only preventlng the-
inventory from gr@wihg'but; becaﬁse.mény units wore oﬁt, reducing it.
Imports were again restricted in the '50's by the country's foreign trade
problems, This gave rise to.an accumulated dgmand'rof tourist apmd -
utility vehicles which was only minimally satisfied by means of
permanent refits of thé existing inventory. Imports were only made'on
any scale in certain periods - 1951 ard 1956-1958 - and even then did
not reach pre-war leveis.‘ The-evolutionvof the motor-vehicle industry
during 1925-1964 is given in table 38, |

/Table 38 -~
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ARGENTINA: EVOLUTION OF MOT(R VEHICLE IMPCRTS, PRODUCTICN AND

Tublb 38

INVENTCGRY 1925/29w1963

(Q units)

Imports | " Domestio produetion Motor vohiole Humber of vshiclaas
(annual averages) {annual averages) nventory per inhabitant
. At the

Pariods Puges Freight Average

Wtor rries,  Total  Teurist and total 0% of sonual  toter 0P lerries,

oars ohassis ‘ rassenger the variations sars stos

period

1925729 53 §73 13 891 a7 564 - - 111 100 57 560 2640 21,8 4,2
1930 34 920 1% 224 Lo 14 - - - 435 500 24 400 6.6 2849 747
1331/36 11 466 5 789 17 2i5 - - - 970 900 <10 817 2545 21,8 647 -
197/11 24 576 10 58 34 93 - - - Mo 6oo 13 %40 2949 22,2 7e7
19h2,/48 2 178 2 74 4 552 - - - 445 400 -1 oko 29,9 2045 9t
1947/51 11 €61 16 58kt 28 265 - - - 574 300 2 778 33.3 1947 1346
1952/56 4 390 5 075 9 465 854 4 989 5 843 624 132 997 n.0 1744 13.6
1557 10 778 36409 4718 5 k6l 10 174 15 635 &70 982 k6 850 331 18,0 15.1
1958 14 989 4 506 13 495 14 310 13 524 27 B34 717 313 Le 131 ‘94,8 18,9 1549
1959 6 990 825 6 915 18 455 4 875 2 830 788 54z n 229 9746 20,5 17.1
1960 3 251 1 856 5 107 4o 222 48 938 - 89 160 BES 536 76 9%k 40,6 22,2 184
1961 2 876 2 071 Yy oy 78 635 57 631 136 266 92 759 107 223 4,8 24,6 20,2
1962 2 145 3 8By 6 629 90 842 39 088 129 730 1 109 523 137 176 501 28,2 2159
1963 863 823 1 686 75 663 29 Lo2 105 156 1216 139 106 216 5543 31,7 - 2346
196k G4k T2 .1 286 114 617 51 866 166 483 1 38 196 162 057 6245 36,46 2640
1965 2605/ 214-15/ 50ia/ 133 738 &0 U2 194 210 e sow see T see ess

Source: Forelgn Frade Year books, Motor Vehiole Faatories Assoolation Natlonal Department of Industriese

af 1965: first six months only,
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For many years domestic industrial activity in connexion with motor
vehicles was confined to the assembly of imported motor cars amd lorries,
their repair and the mamufacture of spare parts, After trial productions
had been carried out by a few domesti§ énterprises and two foreign
enterprises, concerned primarly with the production of utility vehicles,
had set up plants in the country (1952 and 1955) a legal régime was
established in 1959 for the promotion of domestlc productlon, whlch
fixed the conditions under which the industry wes then built up. This
régime envisaged a progressive increase in use of domestlc inputs during
1959-1964, which has been partly fulfilled,

Productlon was undertaken, as well as by the enterpw ses already
operating in the field and by other domestlc enterprlses, by a few

" foreign enterprises, whose 1ocations were chosen in conformity with the
capital establishment régime. These hzve provided most of the investmcnts

in machinery and equipment. 4

In 1959, 32,830 units were brought on to the mprket, of which
56.2 per cent were tourist. vehicles (cers and stztion wagons) and. the
remainder frelght -and pasaenger transport units (pick-ups, lorrles, vans,
chassis, etc ). Subsequently, ‘when the most urgent ‘needs for utlllty
V9h1cles had been satisfied, their share fell.to 29,7 per cent, -

The value of domestic production in 1963 (estimated at user
prices) represented 4.3 per cent of the mational income, of which 3 per
cent corresponded to tourist vehicles purchased by families. This means
that a large part of domesticﬁproduction was absorbed by consumption,
and i% is estiﬁated that 4.4 per cent of total experditure from family -
budgets consisted of motor cars. This.pefcentage.poge to 5.7 in 1964,
aécording to present egtimates,

Although the industry has created a very considerable demand for
imported goods, i.e. parts and spere parts, it has also had good effects
on the‘domesfic irdustrial structure, not only:by inducing.a flow: of
purchasers, but by spending new technologies and, through its high
quality requirements, encouraging the use of more thorough methods
subject to strict standards; this has been very apparent in the domestic
industries supplying its parts and assembly units, such as iron and
steel casting, metal-transf{orming, electricel apparatus, etc.

/The contribution
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The contribution of imported inputs to the in:lust.ry as a whole
appsars in table 39, and its employed personnel, by category, i.n
table 40,

Table 39

ARGENTINA: CONTRIBUTION OP IMPORTED INPUTS TO THE PRODUCTION VALUE OF THE MOTGR
VEHICLE INDUSTRY, THE VALUE ADDED OF THE DNDUSTRY AND IS IMPORTS OF
INTERMEDIATE TWDUSTRYAL PRODUGTS, 1959-1963

{In millions of dollars and pesos, and peroeniap ea)

Rala,tion of the value of imponiad inputs to:

Produsticn - Velue added I
Use of imported input ports of
el mpor . e ;:i::!;t At m@tﬂr At merket intermedinte
Yoar Millfen  Million 1960 prices (mﬁﬁm (::ﬁ;;zn ndustrial
dollare pesos (”"“E‘Et peson of poses of  products and
of 1360) 1960) 1960) raw materials
(P‘“‘“"*‘g’) (perbentasa) (psroentage) (percentage)
1959 : a3 - ?7501 . 7.1‘ . 2049 . 15.0 ' 1,8
1960 778 6 U45h,B 229 - 1540 6742 1242
1961 © 10061 3 2894 1346 81.8 5001 11.6
1962 95e7 7 92546 19.5 10345 51.1 139
1963 5403 L 561.-9_ T3 4945 331 1649
195963 33743 27 6.8 18,1 804 46,3 105
————— — t— [ e —_—— A

Sourng: National Develepment Council, Industries and Minlng Seotion,

/Table LO
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‘Table %O -

ARGENT TNAs - PERSQNS EMPLOYED IH THE MOTOR @IGIE"INDUS’IRY, CIASSIFIED BY CATEGRIES, 1951-53 )

(In units) --

Categoriea Industedal | Admin;s- Teohniéi;.ns pa:sthbgal
lebourers - " Foroman trative and (mmiangers, Total

workers . . staff  professiqnals dirootcrs,

Yoar : . : R : sto,)

195 Y . D 3 5 630
1952 28 816 .56 250, 35 55 124
1953 #1128 93 438 e & 2 100
1954 42 160 0 18 o W Tp 240
1955 295 1 860 8 B3 9 290 9 855
1956 661 1 893 185 934 554 222 4 kho
957 399 1 898 203 © 920 515 220 4 153
1958 2 562 2 025 - o4 ¢ rge 28 254 7 W5
1959 3607 - ' 4530 oy o 18268 0 98y - 228 . 11562
1560 %956 6502 749 Ly - - 153 -hé3 18 620
1561 A 7 54 . 950 - 5503 2 069 - 539 23 520
1962 73 - - 93k 1 089 6 219 2 635 . 824 27 546
1963 6932 © 9101 1153 - §106 2 605 815 26 712

© Seurde: Natlonal Development Gouneil, from information provided by the entapprisss,

Table 41 gives a comparison of the price evolution of domestically
produced motor vehicles with that of other products,

/Table 41
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Teble 41 _ !

JRGENTINA: COMPARISON OF THE PRICE EVOLUTIGN OF MOTCR VEHICIES
WITH THAT OF OJHER SELECTED PRODUCTS, 19581963

(Indexass base year 1960 = 100}

o

Moter vehieles ' Agrioule~

; Iron . Gererel leval

Yoar Towlst = Frelght conora Z’:ﬂ i;::n;f g::;::.- of p:::::ml"
vehiolss  vehicles “tlen .
1958 - 43,5 b2, ka9 43,0 36,8 350 36,8
1359 83.7 776 82,8 92,1 8.7 65.0 584
1960 | 100,0 100,0 100,0 100,0 100,08 100.0 100,0
1961 10643 104.8 10545 10949 1347 107.7 107.9
1962 1316 = 22,2 128,9 40,1 5.7 13241 132.5
1963 15349 .y 15342 - 18047 106,0 0.5

Soursa: National Development Counsil.

7. Durable consumer goods

The change in consumption patterns which resulted from the process
of industrialization and urbanization produced an explosive increase of
demand for these goods, In the postwar perjod, until the beginning of
the '50's, this had to be satisfied by imports, There followed a
stage of growing substitution, which has been completed more or less
at the present time,

As regards electrical apparatus for tihe home and other goods of

family use, the largest productions are of refrigerators, washing
machines, ¢ooking stoves, sewing machines ¢nd television sets, which

tosether constitute 75 to 80 per eent of the total. {See table 42.)

/Table 42
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Table 42

ARGENTINA: PRODUCTION OF DURABLE CONSUMEIR GOODS IN
' 1960, 1964 AND 1965
(In units and millions of 1960 pesos)

Year 1960 - . - . 1964 8/ 1965

Units  Millions - Units . Millions  Units = Millions
Goods _ ‘of pesos | of pesos of pesos
Refrigerators 205,637 §397 141013 3.702 < 165:027 -4 332

Washing mechines 135 265. 1 420 112600 - 1 187 140 800 1 483
Cooking stoves 27390 . 1552 7 237767 0 1192 - 278 258 1 746

Sewing machines UlsK2 877 61888 - 383 83158 515
Television sets 205000 80000  150-000 57800 - 160 000 5 830
Other durable ‘ o L Lo o L
consumer goods ) .L ?00 o 4-390 N ‘ 5:690
To£a1 | o 226 w36 19506

Source: National Developmenb Couneil ~ National Development Plan 1965-69
a2/  Figures subject to revision.

Between 1953 and 1957 manufabture of refrigerators incressed by 2 and a
helf times; it then remained at 200 000 units until 1964, and was some
40 per cent lower in that -and the ¢ following year, In 1963 the inventory
consisted of 2.1 million units, which represemts 1 to every 10,7 inhebitants
as agoinst 1 to avory 62 in 1951, : ‘
Demand for washing machines was satisfied by about 19:8~59,
after which domestic production decressed until 19€4, when it was
112,600 units. In 1965 it decreased to 140,800
Demand for cooking stoves is basically determined by the rate of
private building. Production has remained relatively constant, at
roughly 250,000 units a year, There has been a considerable substitution
of kerosene by natural or liquified gas stoves,
Domestic production of sewing machines began in 1951 and grew
rapidly until 1958, when 151,795 units of all types were brousht on to

/the market,
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the market, It remained at roughly that level until 1961, but has simce
then decreased to about 30 per cent of the maximum reached,

This decline in production is common to all the goods so far
mentioned and should be attributed not only to a temporary contraction
but to saturation of the market, This situation will not alter unless
present income levels and distribution are changed; if not, production
will continue to depend on the demand arising from the replecement needs
of the existing inventory and from population growth.

‘ However, there has been no such decline in demand for television
sets, whose consumption has grown ininterruptedly since ‘ue first
broadcasting station was set up, in 1951, Since serial production of
sets only began in 1956, domestic needs were until then setisfied by
imports, But in spite of the establishment of enterprises organized
for large scale production, there still remain a huge rumber of small-
scale establishments, which account for a considerable proportion of
the total supply.

The industry deperds very largely on imports of parts and spere
parts, Since its production constitutes one of the most important
headings of family éxpenditure on durable goods ~ the most lamportant
among electrical apparatus - growing demand will result in large ‘
increases of the.foreign exchange needed for its inputs, which makes
it vital that it should now develop towards a fuller integration,

/Chagter V
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Chapter V

POLICY MEASURES FOR INDUSTRIAL DEVELOPMENT

1. Tariff protection

As from December 1lst 1965, under Law N° 16688, Argentina sdopted a
new tariff nomenclature in accordance with which it established the
1mport surcharges to be paid by merchandise passing through the customs.

| () Nomenclature

The new nomenclature is based on the Brussels Tariff moﬂenc_dture
(BTN). It was prepared in accordahce with an assessment by the Argentlne-
National Tariffs Commission of the characteristics, needs and structure of
the economy, and of the present pattern of development of foreign‘trade,,\
keeping in mind the possibility of altering it as circumstances might
dictate. | ‘ E

(b) - Lmport surcharges

Law 16690, complementary to the above, aboilshes the customs duties
{specific and ad valorem) and the import surcharges previcusly in force
and replaces them by a single surcharge to be pald on the normal value
c.i.f. (cost, insurance and freight)(1l) of the merchandise, except when it
has an official base value, or(2) of 1ts/gquivalent product, as established
by the Executive, where this has a higher charge than the produet itself.
Article 5 establishes that imports of merchandise comprised in the lists
which cbtain in virtue of negotiations'made in conformity with the
Montevideo Treaty (ALALC) will pay the surcharges established in these
llsts.

The list of surcharges and their application as from December lst
' 1965 was established by decree 8942/65.

(i) Normal value. According to article 1 of decree 8158/61, for
the payment of import charges the value of any merchandise will be
corisidered its normal price, understanding by this the price which would
be fixed far it on the date of the presentation of the customs declaration
in a sales transaction carried out, in conditions of free competition,

between a buyer and seller independent from one another. According to

/érﬁicle 4
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article 4 of the same decree the normal price includes: freight charges
and transport costs, insurance, commissions, brokers' charges, expenses
involved in obtaining outside the country, the documents needed to intern
the merchandise, duties and taxes payable outside the country, container
and packing costs, loading expenses.

(i1) Official base values. Article 18 of the same decree establishes
that in special situations, when there are -substantial economic reasons for
doing so, the Ministry of Economic Affairs, either on its own account or
on the initiative of the Secretariat of Industry, if the interests of
domestic industry are in question, may establish base prices conforming to
the internal prices of the main exporting countries ard additionally apply,
wheré\appropriate, compensatory charges of up to 100 pér cent of the

exchange surcharge of the merchandise.

Article 8 rules that the charges established by decree 3762/58, on
the fund for contribution to the deveiopment of Argentine Iron and Steel
Plan, and by decree 1284/62,0on imports of forest products, will continue to
apply but are to be brought into confarmity with the nomenclature of its

own decree, o

(¢} Advantages of the new customs instrument

It is consgidered that the new customs instrument will result in the
following main advantages: '
(1) Grester rapidity and flexibility in customs procedures.

(ii) Greater convenience as regards prior knowledge of the import
charges to be paid by fongign merchandise for customs clearance,
separate charges now payéBle for customs duties and exchange '
surcharges being combined into a single percentage.

(1ii) Rapid classification of the morchandize to te interned, from
the structure of the new nomenclature.

(iﬁ) Elimination of the system of customs assimilation and classifi-
cation now in force, the difference under the new nomenclature
being that its structure and characteristizs enzble new
headings to be introduced as the needs of the country reguire.

(v) The foreign trade statistics based on this nomenclaﬁura will
be fuller and more co-ordinated than before and will be
comparable with those of other countries, |

- J/{(vi) A better
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(vi) A better basis on which o regotiate tariffs with other
- countries for reasons given in.the previous point.

The nomenclature and the surcharges proper are divided into 21
sections. R S o T :

The new nomenclature is also susceptible of adaptation to the
Standard International Trade Classification nomenclature used for iis
statistics by the United Nations. ‘ , , _

The surcharges apply to each article and, as stated dbove, consist
of a single charge. The values vary from O to 605 par cent.

' The gradation of surcharges enables those which fulill a protective
economic function to'be_diétinguished from those which merely provide
revenue, : . e Co N

The commodities which suffer-the higher surcharges are naturally those
which aré liable to compete against domestic,production-to the detriment of
its develgﬁéént. , : R

On a similar economic principle, aimed at promoting both the
technical develgpment of the rural environment. and the equipment and . -
supply of industry, a number of raw materials have been ezemp@edAfrom
import surcharges, and also the.followingfmanufactures:,Qrganiﬁ,fertilizers
(turf for ammonium chloride, ammonium phesphate, calcium phosphate); -
chemical products to combat grasshoppers; inorganic (mineral.and chemical)
fe:tilizers; newsprint; printed boocks, pamphlets and newspapers; architec-
tural plans; gold ingots; aeroplanes of over 6 tons load; works of art,
except reproductions and copies. R

| The max1mum.1nc1dence of 605 per cent applies to racing cars and
smbulances, and it may be noted’ that the next highest ireldences also
occur in the motor vehiecles heading (405 and 505 ger cenb on -motor cars
of different types and coachwork); surcharges on the differeat motor. .
vehicle parts and spare parts are generally higher than 300 per cent, and
those on tractors are between 200 and 300 per cent.

- /2. Qther



- 110 -

2. Other forms of import control

The prior deposit system for imports is being established by means
of cireulars from the Central Bank. It has been in force since January 1965

and consists in the obligation on the importer, for his merchandise te be

cleared, to certify before the customs that he has previously deposited in

a commercial bank a sum in national pesbs equivalent to 75 per cent of the

value of its cost and freight.

This pricr deposit is obligatory for carrying out the following
transactions: 1 ' ' '

(a) Obtaining eredits on I1.0.U.;

{b) obtaining shipping documents from bank payment offices;

(¢} clearing merchandise from the customs;

(d) buying foreign exchange futures,

But the obligation does not apply when the merchandise is:

(1)

Included in the Argentine nationsl list for the member countries

‘of ALALC,

(2)

(3)
(4)

(5)

3.

Raw materials and products to be used for purposes of human and
vegetable health, and fertilizers.

Imports made by official.depaftmeqts.

Imports made by charitable, scientific and technical non-profit
making institutions serving the public welfare;

Imports made by the Argentine lixed lron and Steel Corporation
(SOMLSA) and by the Greater Buenos Aires Blectricity Board
(SEGBA). *

Industrial credit, Institutions administering it

The financlal institution responsiblc for administering long- and
medium-term industrial credit is the Industrial Bank of the Argentine
Republic (BIRA}, ' ' '

Until 1944, when it was created, Argentina had no industrial credit
policy. Credit facilities for industry were limited to short-term

commercial

loans and the financing of investments had to be carried out

through mortgage transactions, which did not satisfy the growing needs of
the industrialization process.

/The creation
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The creation of BIRA and the later nationalization of bank deposits
made it possible to institute a long- and medium-term credit policy for
investment financing. At the same time, promotion loans were established
to finance projects involving more risk than the pormal. As a result of
- this policy the Industrial Bank began to make an important coptribution to
‘bank financing of industrial production.

The Bank provided an increasing proportion of this finaneing until
1956, when it registered a maximum percentage of 38.5. Subsequently its
importance rapidly declined, and in 1962 it provided only 11.9 per cent.

There were several causes of this decline, but the most important
was the bank reform of 1956, which denationalized deposits; as & result
the share of the rest of bank financing increased rapidly from that year
onwards, absaqrbing the mafgin laft by the Industrial Bank.

In addition to this, the devalyation of Argentine currency affected
BIRA more than the other banks, since, not in practice being a deposit
bank, the-only resource it possesses is its capital, plus an annual income
of 50 per cent of the Central Bank's profits together with any profits it
makes itself.

Its importance has declined still further in the last few years as
a result of the preblems created by the economic recession of 1962-63; it
was then brought to a virtual standstill, its operations being confined to
the renewal of development credits and the servicing of foreign liabilities
not paid by the enterprises.

, The large~scale re-equipment of industry of 1960 and 1961 was in fact
carried out with foreign financing, much of it lent by suppliers of
equipment, These foreign liabilities ~ of public as well as private
enterprises - were guaranteed by the Industrial Bank, which at certain
moments became answerable for gs much as 1,100 million dollars. |

The financial difficulties from which the industria} enterprises
suffered as a result of the contraction of the market amd the lack of
market liguidity, combined with the drastig currency devaluation of 1962,
prevented them from paying their foreign debts, with the result that these
ha& to be amortized by the Industrial Bank from its own resources. In
order to supply this typs of compulsory credit it had to use almost all

/its quick
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its Quick assets ami recoveries, as was réflected in the large growths
of its short-term and development loan portfolios. B
This growth was also due to the need of providing for the finanCLal
difficulties of ‘the enterprises; they were first granted facilities for
tiding:thémPOVer the most immediate of: these and then development ctredits,
financed with furds prov1ded by the Central Bank, to enable them to restore
their production to normal. . : :
" THis lstter procedure - Central Bank redlscounts - ccnstltuted the
chief source for grants of new loans. : . :
'The Industrial Bank's loans: partfolio, which amounted to 26 855 1
million pesos on the 31st December 1963, was only 404.1 mlllion pesos
(1.5 per cent) higher on the same day in 196%, because its portfolio of
rediscounts and advances from the.Central Bank had increased by 1,849.0
million pesos (442.3 per cent) and its own over-all portfolio had decreased
by 1, AAL 9 million pesos {~6.4 per cent): _ o
" The magnitude of the unpaid loans of private enterprlses,whose |
guarantees fell due, appears from the fact that the portfollo for thls -
type of operations grew by 47 per cent (+1,736.6 million pesos) in l96h,

"', while that for the ordinary operations of the Bank (current aqd_fopelgn)

decreased by 16.9 per cent (~3;181.5 million.pesos).

" b, - Tax policy .
. industrial enterprlsea are subaect to the- same-treatment as all -
écoﬁomlc activitles as regards direct thxes. Neverthelesa, these taxes
are dlfferent accordlng to the dlfferent forins of organizaticn-of the.
enterprises, being at more favourable ratas for ‘stock companies.
The main direct tax is the gains tax. ‘5inde 1962 its rates have
been as follows; B DR s -

1"/Percent§ge rates
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- Péfcéntggerrates

D A u§_9ck companies

- “f{a) Constituted within the country

~1¢ Rate on- taxable profits N 33:00
2, Rate on dividends paid by the company =~ "8;02" '
8.3

3. Rate resultant from the two above 3

(b) Conmstituted abroad L
1. Rate on taxable prdfit 38.36 ..

. I1.. Income from debentures and other bearer securities
(excluding shares) .

(a) Holders established in the country

1.0 IAdividual "~ o v e 16,00
2. Corporate s o 38.36
(b) Holders not ostablished in the country o 3836

BN

‘Several methods of modifying.the gains tax have been used in order
to stimulate production, e.g. autherization of increases in ordinary
amortizations, reassessment of fixed asset goods, and deductions from the
tax on increases in production capacity. T

Industries which carry out-a.complete transformation of raw materials
are allowed a deduction of 50 per cent of the tax base of 1nVestmants made
in movable fixed asset goods, except motor cars, on condition that the
investment amounts to at least 10 per cent of those fixed assets at the
beginning of the financial year. They are also allowed a deduction of
10 per cent of that of the construction or purchase of buildipgs'fquuse
in production. | '

A further form of direct taxatlan\which has been applied - although
only t emporarily - in order to increase fiscal revenues is extraordina:y
taxes cn profits. -

As regards the group of indirect taxes; including the sales tax, the
tax on specific items of consumption, thé apprenticeship tax, and customs
duties, it appears that their incidence has been very different in respect
of the different activities concerned,‘as is shown by the following tables:

/INCIDENCE OF
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INCIDENCE OF INIIRECT TAXES, BY SECTORS AND GROUES

{Percentages on the productjon value)

195861

Mot or vehicles

Activities 1950-56

Agriculture 1.6 1,2
Industry 8.6 5.8
Trade 6.0 7.9
Total 45 bk

Industrial groups 1950-56 1958-61
Food 5.3 3.9
- Tobacco 66.6 71.8
Textiles 5.7 b5
. Wearing apparel 3.9 1,9
Wood B 4.9 2.6
Paper 5.9 3.4
Printing 1.8 2.1
Leather 6.8 5.8
Rubber 2L.4 12.3
Chemicals 13.5 8.2
Non-metallic minerals 5.1 b1
Metals 5.3 3.4
Electrical goods 3.8 3.7
4.0 2.6

o

~ /Indirect taxes



Indirect taxes have also been modified in different ways in order .
" to stimulate the act1V1ty of the different sectors. Into this category
‘fall the exemptions granted in special cases on imports.ef capital goods
and the refunds of taxes paid for imports of goods forming part of non-
traditional products for export.. :

© Since direct taxes are levied unifpfmkyfon the profits of all activi-

ties, industry only has higher taxes jncidences than the other sectors in
 the case of indirect taxes.' ‘

© k number. of 1ndustr1al promotion measures based op tax 1ncentives
are contained in decree 3113 of 1964, the regulatory decree for Law 1,781,
This e stablishes a system of optlona;‘beneflts for the epterprise or
investors, basically consiating.of-redﬁctions of the revenue tax, exemptions
-from stamp duty, grants of special gas,relectric power; fpei énd transport
" rates, priority in equipment supply, etc.' These incentives apply only to
certain sectors and in respect of these, to the Patagonian, north-west and
north-east regions in particular.. ’
‘ There are also provincial promotlon laws based on- exemptlons from
. prov1nc1al and municipul taxes.-
’ " A number of studies ‘tend to ghow that tax policy has not been able
to stimulute or 1nfluence the direction of 1ndustry in. any great degres.
The entrepreneurs of Argentina do not take tax incentives as decisive
factors in making their investments; they are basically influenced by the
state of the consumgr market and by the avuilabillty of credit facilities.

5. Legal régime for foreigg capitél and énterprises

L Foreign capital applied to industrial a¢t1v1ty 13 governed by
;Law Ne 14780 of December 1958 This establishes that foreign capital
1nvested in the country ;nuthe promotion of new productive activities and

- in'the‘expansion and/or perfecting of existing ones, whén these are

. necessary for the countny's economic development, will enjoy the same
rights as those granted by the constituthn and the laws to domestic
capital. .

The entry of capitgl_undér“the régime of this law requires the prior
permission of the EXecutiﬁé, wﬁich is granted only on condition that the
productive activities to which the capital Wlll be applied provide sufficient

/technlco-economlc guarantees.
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technico-economic guarantees and contribute dirsetly or indirectly to
import substitution, increase exports or promote developments conducive
to 8 rutional and harmoniocus growth of the domestic econhmy.
' The law establishes preference of consideratioh for investments
destined for the manufacture of indystrial raw materials from domestic
resources, and/or the production of capital and intemmediate goods which,
by being Installed or used in the interio¢r of the country,'will contribute
to a better evolutien of the economy. Preference is also established for
enterprises which engage to reinveét their profits in the country.
' To encourage these investments the ixecutive can grant incentives
relating to customs duties, the tax or exchange régime and other systems
of pwotectidn for industry.

- The investments authorized in virtus of this law are registered at
the free market exchange rate. The titulars of the investments can,
through this market, transfer to the country of origin the liquid or
realized annual gains of the investmenis coricerned. Repatriation of
the capital is exempt from all limitations, except those which may be
established as a condition of the approval of each investment,

It may be added that the law specifies that sureties must be glven
guaranteeing that the capital to be interned is of foreign origin, that
it will not be applied to any purposes but those specifically approved
and that it will not affect the normal development of previously
established domestic enterprises, | ,

Proposals for investment of foreign capital which wish to benefit
from the provisions of the law in question are subject to the reguirements
and proceedings astablished in regulatory decree 5339/63,

Decree 5339/63 establishes a régime of priority of equipment supply
which allows the entry of certain machinery free of surcharges, The
basic requirements to be fulfilled by the investment in this case are,'
in brief: ‘ : '

(a) that it contributes better techniques snd technologies;

(b} that it results in better use of domestic raw materials or
semi-products; '

(¢) that it benefits the trade balance;

(d) that it benefits the financial balance;

/(e) that
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‘(e) that it is provided with proportionate circulating capital;

(f) that it guarantees stable sources of employment;

(g) that it involves reasonasble productibn costs;

(h) that the customs protection,needed for the development of

the activity concerned is comparable to that which would
be needed in an industrizlized countyy.

On grenting the benefits of priority of equipment supply to each
proposal for investment of foreign capitél, the Executive must include in
the relevant decree an acknowledgement of the foreign origin of the
capital, with an account of whgther it consists of physicad goods, foreign
exchange transfers or other forms of investment; the jnvesting firm will
receive, as the counterpart of its investment, shares or capital quotas of
the receiving firm to an amount not 'less.than its investment's nominal
value, which will not be transferable until three years after (in normal
conditions) the industrial plant and/ or the expansion for which the
investment was intended hag been put into operation.

The investors will be able to trunsfer the profits and liquid assets
resulting from the investment through the,freé exchange market. These
remitments are in general liable to the gains tax. The form in which the
refund of the capital concerned is to be made, and jits time, will be
determined for each particular case separately.

The values of the physical goods which may be interned as foreign
capital investment must be determined in accordance with the sales flows
of export markets. '

6. Promotion of industirial exports
(a) Tax refunds

In order to facilitate foreign sales of non-traditional manufactured
export products, a régime of refunds on merchandise manufactured in the
country and destined for export has been established.

A percentage of 6, 12 or 18 per cent of the f.o,b. value of the product
(according to iﬁs type) is refunded to the industrialists from the taxes
which might direetly or indirectly have been levied on the preduct and/or
its raw materials in the internal market. The decree rules thét, the fact

Jof export
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of export being established, the National Customs Department will within
15 days issue a certificate of tax refund payable td the .order of the -
exporter for the resulting amaunt. This certlflcate is transferable by
endorsement and applies to the taxes established by Law N° 13683 {gains,
sales, contingent gains, the subst;tute tax for the charge on. transfer of
goods without payment). L :
The lists of products for each of the percentages mentioned above
are as follows: . ST
List A: ' 6 per cent refund for products of minlmal industrial
_ processing, their.products and/or residues.of.industrialav-7
‘ . Pprocesses. : Lo
List Br 12 per cent refund for products of complex manufacturing
~ processes and for powdered, ground and/or sawn minerals., . . '
‘List C: 18 per cent refund for éapital goods and their spare parts, -
. intermediate and_durabie cpnsuméf goods with a high degree : -
of procesging, and mahufactu:ed ﬁ;né;éls. _ . |

(b) eggorggi admission of raw materials
Decree 5&&3/63 aythorizes the temporary admission of raw materials _
or semi-mdnufacturas free of customs duties and additional customs charges,:ﬂ
import surcharges and all cther taxes. C ) . '
The material udmltted after being processed, manufactured or
transformed, must be re»exported within 160 days of its- clearance from ‘the

customs on entry. S
This system dlffers from that for the temporary admission of -

machinery,;/

under which the 1mporter mist pay to the Customs Authority the
amount of all taxes and charges, as if it was a normal import, plus an
additional 25 per cent of the total paymant ~and alao from the DRAW-BACK
system, under which sach partlcular raw matarial is authorized with regard -
to the partxcular firm Whlch imports it. Under this system the firm
concerned must apply for the authorlzatlon, prowlding certa;n gecurities:

e.g. by presenting import and expont oontracts for the commcdlties to be

1/ Temporany admission of machineny and equxpment is dealt with in the ”f )
section MOther aspects of industrial promotion" e S R

* fmahufactured from
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mamufactured Trom the raw materials to be imported. Each particular’
operation requires ministerial authorization. In the DRAW-BACK system, on
the other hand, a particular type of commodity is specified; and the system
may be used by all industrialists indiscriminately and even by the exporting
firms concerned to éeli the product in Argentina.’

In actual fact comparatively few applications have been presented and
approved. This does not mean that the system is entirely without practical
functionj but the DRAW-BACK system (which will be discussed separately) is
definitely more flexible and has been more widely used.

(¢) The DRAW-BACK régime

In order to stimulate exports of nonstraditional produgts and -enable
Industry effectively to be promoted, thus increasing the volume of produc-
tion, in 1960 Argentina instituted a draw-back régime similay to those
already used in other countries.

It consists essentially in refunding to exporters the customs duties
and exchange surcharges levied on imports of raw materials and_sem;-
manufactures in proportion to théir use in the exported product. _

* The application of the system is governed by decres 8051/62, which
establishes the State Secreturiat of Industries as the céntral aubhority
for typifying the products to be exported, the technical studies involved
being carried out by the Naticnal Department of Industry.

It my be remarked that for the purposes of the refunds, the wastage
resulting from the manﬁfacturing process is allowed for, and the expdrter
is guaranteed the receipt of his refunds by a certain date.

There has been increasing intergst in export trading as a result of
this measure, and in combinaticn with decree h6/65 (for the 6, 12 and 18 per
cent refunds on exports of non-traditional products) it has enabled
Argentine industrial products to be introduced into foreign markets in a
position to compete with similar products of other countr1e8.

These exports have been mainly, though not entirely, made to ccuntries
within the Latin American Free Trade Area. "Those to other countries have
been: motorcycles, winches, steel tubss, steel shapes, wearing apparel and
synthetic fibre carpet fabrics, to the United States of 4merica; dyed wool
yarn, to Canada; brass boxes for bed-plate bearings and elégtrgni¢ valves,
to Holland; transparent sheet glass, to England.

' | /The motor
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The. motor-vehicle and tractor industries are sove;ed_by‘special _
promotion régimes, for which various.special oténderde otftyoificaxion
have been established. . |
) Standardo of verlflcatlon or. control have been established 1n order ”':

that the specific function of the régime is not weakened by grants of :
refunds for experts incorporating raw materlals or semlemanufactures of
domestic. origin. .. :

- . In its first seven months: exports of non—traditional products to the
Latin American Free Trade Zone: under the regime totalled 1,395 931 Argentine
pesos. 96.9 per cent of these were made by merchante and only 3.1 per cent
by exporting manufacturero. T Tk ee e

From another polnt of-v1ew, it may be observed that 63.3 per cent of
all exports of non~trud1tlonal products durlng thls period were to the
countries of the Area. c

(d)  ALAIG and exports. of manufactures .

As regards Latin Amorlca, Argentina. has concentrated its efforte in
connexion with trade on the countrlee.belonglng to ohe.pptin American Free
Trade Association (ALALC) ‘ _ . S | ;

- Not. enough -time hag yet pasaed since the.qutev;deq Treaty came into
force -to appreciate whather it has achieved the results expected of it.
Nevertheless it has already achieved some-notable reeulis iﬁ the.field of
trade in menufacturee within the. Area, which has made, conolderable progrese
during the last few years. - . .. . : . ‘

Argentina has the. second 1argest number ooncesalons, after Ecuador,
of those granted during the first four rounds of negotiations. L

The first two of the complemontarity agreements, which were envisaged
by the treaty as auxiliary mechanisms. for accelerating the process of
establishing exemptions, were,fo;:otetioticel maghinery:aoc“their spare

parts and electronic valves, : . : .
The new pattern established in the Bogoté Gonferenco for agreements
of this type and the rapid progress made in the Sectoral Meetings_have _
awakened a growing lnterest in favour of secLoral agreements, n'
 4nalyels of the consolidated lists (Exemption Programme) shows that
in spite of the feop that.tnere_le_plenty.of_room for negotiating further

/concessions for
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concessions for a great many irdustries of enormous importance to the
Argentine economy, such as footwear, there are some items for which the-
number is still very small. : - .
_ In any case decisions should uliimately be taken on the basis of the
viability of the concessions and not on that of the number of products
involved, Having given this explanation, it is worth pointing out that only
25 per cent of all .exemptions corresponds to manufactures. This is due,
first, to the fact that trade in the region traditionally consisted almost
entirely of agricultural and livestock products plus a few raw materials
and, second, to the protection maintained by each country for its 1ndustrwu
There are, however, encouraging prospects of complemsntarlty wlthln
the Area in the item covering products of the food, mchmery, chemical and
allied industries. | | R
The total number of manufuctured producﬁs'liberalized by'Argentina
has reached 714 (the total of llberallzed products for the Area is 8 h50)
Argentina is anxious to mintain the preferentlal marglns granted to
the Area when its general measures mlght endnnger them, as is shown, for
example, by the exemptlon from the prlor deposzt required for ‘certain 1mports
in favour of the Area, the adaptatlon of the DRAH-BACK reglme, etc,
Exports of manufactures from Argentina to the ALALG countfles amnunted
~to 11.4 million dollars in the first guarter of 1965, the chief headings '
- corresponded to the food, prlntlng and publlshing, machinery (except
electrical machinery), chemipal products and textile industries.

7. Provisions relative to small-scale industry

. In the industrial structure of Argentina a small-scale industry or
enterprise 1s generally cansidered one having ten workers or less, in which
usually the owner or owners work as part of the personnel in an 4dm1nlstrative,
technical or manual capa01ty.

This crmterlon prevalled for ths 1957 Industrial Gensus, whlch took
into. account establishments of eleven or more workers.
_ The Industrial Bank,.as Wlll be seen. below, establlshed a system of
loans for small-scdle 1ndustry on a 81m11ar ba31s. '
As regards the sizes of factories in general, 1t appears that between
the censuses of 1946 and 1954 the proportion of enterprises having ten

/workers or
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workers or less rose from 85 to 91 per cent of the total of enterprises
censused, a trend which still continuwes. ' '

(a) Benefits

~ Article 24 of decree 5339/63 establishes that the State Secretariats
of Industry, Trade, Agriculture and Livestbék, subject to prior approval
by the Advisory Commission on Imports, may establish priority of equipment
. supply for small- and medium-scale industriai prbjects i.e., the introduc-
tion of machinery and equipment for them free Qf gkchange surcharges,
taxes of customs duties, ’ “ |

(b) Credits | :

(i) Industrial Bank of Argentina. BIRA has a standing system of
special loans for the installation; expansion and improvement of smallescale
industry located in the interior of the country. The Federal Capital and
its neighbourhood, Rosario department in Santa Fe province and Capital

department in the province of Cordoba are expressly excluded.

The aims of the system are as follows: (a) use of the rew materials
provided by the area concerned; (b) employment of available manpower;

{¢) the satisfaction of local needs or -those of other parts of the country;
(d) that some effective contribution is made to the development of the
regional economies.

The loans are available to small.scale industrial enterprises,
understanding by them those which meet the following conditions: (a) capital
of not more than 3,500,000 pesos; (b) annual sales of less than 10,000,000
pesos; (¢) not more than 15 workers employed, or to be employed. The loans
are granted for terms of 3 to 5§ years and must be amortized in six-monthly

payments. , ‘
(iL) Special loans. BIRA also grants special loans to industrial

technicians amd professionals who have graduated in the country in order
that: (a) they can purchase technical and working equipment, and (b) the
professional may be provided with the financial resources he needs to hecome
& partner in small- or medium-scale industries not already directed by
technical staff which has had university training. These loans are personal
and have terms of 5 to 10 years. - |

/8. Direct
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- 38, Direct state promotion through public or mixed
enterprises

In Argentina the State functions as an industrial producer under the
following different legal forms: state enterprises, mixed companies and

decentralized agencies. :

Further below the structure and activities of the main national state
., agencies in the industirial field will be examined in detail.

As regards provincial jurisdictions, in:1953 San Luis province passed
Law 2381, under which a régime for the industrial, commercial or public
service enterprisés of that province was established. In accordance with
this, Law 2466 was passed, which established standards for the meat packlng
and zymothermie industries of San Luis.

Tucumdn province, under Law 2815 of 1959, created a régime for
public enterprises of that proVince, also covering industrial, commercial
and public services enterprlses exemptlng them from provineial taxes and
contributions.

Entre Rics province has beguri to carry out industrial promptlon by
constituting mixed companies.

Most of the other provinces alsc have legal régimes for public
enterprises, but they enly apply to the provincial electriclty, sanitary
services and transport enterprises.

(a) Legal réglme of the state enteggrlses
The reglme for the national public enterprlses was first established

by Law 18653 of 1949, ‘which defined them as decentralized state entltles,
carrying out functions 1n trade, 1ndustry or in the renderlng of publzc
services of 'a similar kind. This was modified by Law 14380 of 1954. The
corrected text of both laws was established by decree 4053/55 of 1955; their
appllcation is regulated by decree 5833/55 Law 15023 of 1959 modlfied and
added to the regime
As its basic prov151on, the standlng legal reglme recognlzes that the _

State may take part directly in productlon, when this is in the puﬁllc '

erest The 1ndustr1al, commer01al and publlc service act1v1t1es which
the State con51ders it necessary to conduct may be carrled out by entltles
to be known as "atate enterprlsea" '

/These enterprises
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These enterprises are subject to private law as regards their
specific activities and to public law as regards their relations with the
Government.

They operate as dependencies of the BExecutive and are supervised by
the relevant ministry or state secrstariat, in accordance with the nature
of their activities.

The minimum specifications to be given in their statutes are: name,
domicile, object, cvapital, organization, direction and management,
requirements and prohibitions of the authorities, powers and obligations
of the same, financial and contracts régime, and profit distribution.

The enterprises mist submit to the Executive a plan of the activities
to be developed in each fiscal year and a summery of those already carried
out, These must be in turn submitted to the Congress.

The state enterprises, excluding those providing public services,
are subject to all national, provincial and municipal taxes, rates and
contributions existing or to be created, with the exception of the taxes
on gains, extraordinary profits and contingent profits and the substitutive
tax on the transfer of goods without payment. '

Since their losses are covered by the Treasury and a large part of
their invesiments are financed from the same source, they are bound to
deliver.part of their realized liquid profits to the Income Tax Bureau.
They camot be declared bankrupt and can only be wound up under resolution
of the Executive, which can also transfer their capital as it sees fit.

In addition to the supervision of the relevant ministry or secretariat,
all public enterpriées are subject to a system of control exercised by the
Executive. Firstly, through the Ministry of Finance, it appoints a syndic
with functions of accounting and economico-financial control with respect
to the relations of the eﬁterprises with the Treasury. ‘

Secondly, the National Accounts Tribunal exercises control by means
of book auditing of the 1égal, economic and financial aspects of ths
enterprises, and appoints for this purpose an auditor for each enterprise.

Most of the state enterprises are active in the field of public
services, and will not, therefore, here be described or analyged further.
Among these are: Railways, Water and Electric Power, State Gas, State
Petroleum Deposits, State Coal Fields, Argentine Airlines, Argentine
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Shipping Lines, Buenos Aires Subways, and the National Telecommumnications
Enterprise. e

(d) Decentralized industrial egencies

Chronologically, the first of the major ventures of the State in the
industrial field which still exist was the Military Aircraft Factory,
ereated in 1927.. It has since then undergone a number of transformations
and now exists as the Natlonal Department of Aeronautlc Manufactures and
Research (DINFIA). :

An agency along the same lines, which has also made a considerable :
contritution to the 1ndustr1alzzation of Argentlna, is the General
Department of Nilltary Manufactures, it began thé manufacture of -many:
products which had not before been produced in the country. A similar.
entity, though operatlng in a more restrlcted fleld is State Dockyards and.-
Ship Factories (AFNE)

But as regards the quentity of industries and establishments directed
by the State, the most important event was the nationalization of 30 German
enterprises, which, as enemy property, had their legal personality withdrawn
during the Second'werld War. These enterpriées were subsequently together
formed into a mucleus under the National Department of State Industries
(DINIE), whose founding statute was laid down in Law 13215 of 1947. This
group was later increased by the creation of new snterprises. :

The aboye will now be analyzed in greater detail:

(1) National Department of Aeronautical Manufactures and Research -
DINFIA. As was saild above this agency or&glnated as the Military Aircraft

Factory created in 1927, It 1s a dependency of the State Secretariat of
Aercnautids. c

DINFIA's function is to carrj out the aeronautical policy of the:
country in 1ts 1ndustr1a1 aspect; it is respon31ble for developing aero-
nautical research and manufacture together with its allied and subsidiary
industrles. .

It has daveloped alrcraft manufactura with con31derable success; the
country. now. preduces several dlfferent types of aircraft every year,
1nc1ud1ng the two-Jet Morane—Saulnler for mllltary use and various civilian
aircraft, among them small models designed speclflcally for operatlons on -
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unprepared terrain. The number built in each year is now 80. DINFIA is
the only factory normally functioning in the country.

The mechanism of the state enterprise has here been an effective
means of promotion, establishing an industry for aircraft building and
repair and the production of accesascries, which from its high costs was
beyond the reach of private initiative,

In 1952 DINFIA undertook on its own account (though subsequently in
association with third parties) the first domestic production of motor
vehicles, Its production in those years, though intended to be commercially
viable, may be more fairly considered experimental. Because of excess
installed capacity the vehicles produced involved very high costs. However,
it resulted in the creation in Cdérdoba (where DINFIA's plants are located)
of a nucleus of skilled workers and technicians, who have had extensive
training in the specialized processes of the subsidiary industries created
around DINFIA, which has meant considerable external economies for the
motor vehicle plants later installed there.

This, together with the fact that DINFIA promoted the introduction
of capital for the motor vehicle industry by forming associations with
foreign enterprises, was the decisive factor in the location of the first
motor vehicle plants (Kaiser, Fiat and Goliat Hansa, all in association
with DINFIA). ' ,

During 1952-55, before the industry began to produce on a mass scale,
DINFIA's production was 400 vehicles a year. It is now approximately 4,000
heavy-duty utility vehicles (diesel-engined cross-country trucks).

DINFIA is now making a profit from its activities. But since this is
very samll and in the first period of its operations it suffered losses,
the increases of its capital have in fact been made by means of state
contributions. , ,

- 1t is governed by a board of directors, whose powers and responsibilities
are laid down in Law 13653.

Its factories, which are directed by managers appointed by the board
of directors and depend directly on the general administration are as follows:
the Aeronautica% Institute, the Tractbr, Motorcyele, Aircraft, Aircraft
Engine, Propellor and Accessories, Machinery and Machine-tools, Jet Engines,
Instruments and Equipment, Parachutes and Metallurgic Factories.
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(i1) General Department, of Military Manufactures. The General
Department of Military Manufactures was created in 1941 by Law 12709, as
an autonomous entity, dependent on the Secretariat of Yar, with the right
to conduct both public and private operations.

The powers and functions assigned it were as follows:

~ To make studies, research and statistical compilations which may
contribute to a fuller knowledge of the country's industrial prospects as
regards the production of materials and supplies for war and relating to
preparations for the corresponding mobilization of industry.

- To manufacture materials and supplies for war.

-~ To carry out prospection and hining operations for the production
of copper, iron, manganese, wolfram, aluminium, beryl and other substances
needed for the manufacture of war materials.

~ To build the civil works needed for these purposes.

- To promote allied industries,

Although the basic activity of the department is supposed to be its
research into and production of war materials, it is also allowed to
manufacture similar goods for general consumption. This, its power to
promote allied industries, the industrial and commercial agreements it has
made with private entities amd its right of taking part in mixed societies
which have been legally constituted in the country have enabled it to
undertake a wide range of activities,

It was provided, for the purposes of its management, with a board
of directors, consisting of a president and six members, who are
appointed by the Executive, subject to the Senate's approval; two of the
members are civil and the rest - including the president - military
officials. The board is under the obligation to plan production for periods
of not less than five years ahead.

it is specified that in its purchases of materials it will give
preference 10 domestic products when they are equal in condition, quality
and price to their imported equivalents, including in the price of the
latter the amoumt of their customs duties and expenses.

Limits and controls have been established on the production of
similar articles. The installation and operations of arms and munitions
factories must be authorized by the Executive after consultation with
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the Department. The use and distribution among different enterprises of
strategic raw materials cun be subjected to a quota system. A state
monopoly on arms and explosives exports has been established, and the
export of metal-bearing ores, without the permission of the Department
is prohibi ted. ‘~Lastly, the Depariment is exempt from all taxes and
contrlbutlons except municipal rates, . '

During the last few years the General Department of Milltany
© Manufactures has goné even further in its policy of -previous years, of
turning over the production capacity of its military factories to articles
of general consumption, aiming-at as great a degree of import substitution
as possible, The new items thus. produced include special steels, plough
discs, zinc rotogravure plates, alpaca for telephone control units,
manganese for car springs and other springs for use in railway ré;ling
stock, fertilizers, sulphur compounds, etc. - oo
_ To appreciate the targets reached in the Department's production for
civil use, it may be noted that this is now 80 per cent of the total
production value of its enterprises; only 20 per cent corresponds to
orders placed by the mllitary secretariats.

The Department gives priority -consideration to orders placed by
state departments and, therefore, a large proportion of its production
consists of materials for the use of such bodies as: State Petroleum
Deposits, State Gas, the Ministry of Education, the Ministry of Labour
and Social Security, the National Department of National Road.Vorks, the
Transport Secretariat, DiNFIA, Department of Sanitary Works and the
Commmnications Secretariat. :

Its most important manufacturing establishment is dela Blast
-Furnaces, the only plant which carries out the integral cycle of steel
production, beginning with the extruction of domestic ores and ending
with the delivery of rolled products to the market.. . It was the first
iron and'éteél works in the country-and'between'l950 and 1959 was the
sole manufacturer of pig.iron. Its present installed capacity is 150,000
tons a year, It possesses roughly 20 per cent of total domestic blast
furnace -capacity, a percentage which was considerably higher before the
SOMISA plant came into operation. - '
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{(1i1) State Dockyards and Naval Factories (AFNE). This entity
functions in two branches: building and repair of ships, mainly for the
Secretariat of the Navy (whose total needs it supplies) and manufacture
of explosives for the Armed Navy and for private entities.

It has two establishments: %ne Rio Santisgo dockyard and an
explosives factory. In order not to discourage private projects in these
fields AFNE only undertakes jobs which are on too large a scale to be
carried out by private industry or require instruments of types not
possessed by it.

9. Regional industrial development policy
Although there are no specific regional development plans, certain
measures for the special promotion of particular regions, such as Patagonia,

the North-West and Corrientes Province, are now being applied.

(a) Promotion of the Patagonia region ‘

The standing national legislation on the industrial promotion of
Patagonia is based on decree 6130/61, which was intended to encourage the
expansion of domestic enterprises already established in the region to
the sauth of the Colorado River and its tributary the Barrancas, i.e. in
the provinces contained in Argentine Patagonia, including Tierra del
Fuego and the South Atlantic islands, and the installation there by other
enterprises of technically efficlent and econciically viable industrial
units.

The industries entitled to the benefits established in this decree
are the chemical, petrochemical, aluminium and other metaliurgic industries
which perform the primary stage of metal production, whether they consist
of one single enterprise or of economically independent complexes, the
auxiliary fishing and meat-packing industries, andthe textile and wool-
preparing industries, as long as they meet the following conditions:

(i) They input energy and/or manpower and/or natural resources
belonging to the region in a proportion of more than 50 per cent of the
cost added in the region. |

(i1) They contribute to import substitution or to an increase in
exports,

A/(iii) Their technico-economic
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(111) Their technico-economic characteristics make their location
in the reglon partlcularly sultabla, enabllng them to produce competitlvely
with centres manufacturlng analogous products 1n other parts of the
country, ’ '

The taxes and charges from which they are relleved are: the customs
duties and exchange surcharges for the machlnery and equipment they import,
with the conditions established by Law 14.780 and decree 13277/59, the
gains and extraordina:y profits taxes, the substltute taxes for the charge
on transfers of property without payment the stamp taxes, the taxes on
partnership agreements and their renewals, including capital increases
and share issues. The decree also establishes that by domestic enterprises
will be understood those belonglng to phy31ca1 persons of Argentine
nationality or to companies constituted and domiciled in the country.

Decree 10361/61 extended the industrial promotion régime for
Patagonia to the departments of La Pampa provirce Puelen, Curacd,

Lihuel Calel and Caleu-Caleu. It also extended it to include extraction
and manufacture of minerals (excluding petroleum, gas and their sub-
products), the wood 1mpregnatlon, wood hardenipg and wood and pressed wood
artificial drymng 1ndustr1es, the ship—bulldlng lndustry, and dockyards
and ship repair shops.'

(b) Promotlon of the North—west reglon ‘

Decrees 9477/61 and 11316/61 establish speclal condltions for the
provinces of Catamarca, Jujuy, La Rioja, Salta, Santiago del Estero,
Tucumdn, Chaco, Formosa, and the departments of Santa Fe province:

9 de Julio, Vera and General Obligado; of Cérdoba province: Sobremonte,.

Rio Seco, Tulumba, Ischilin, Totoral, Cruz del Eje, Punilla, Pinas, Pocho,
San Alberto and San Javier; and of San_Juanrprovinqe:_Galingasta, Iglesia,
‘Valle Pértil and Jachal, The benefits apply to already installed domestic
enterprises which double their production capacity, covering only the new.

civil works and installations built, and to enterprises 1nstalllng
industrial units which are technically efficient and economically viable.
The activities favoured are:extraction and processing of minerals
(including petroleum, gas and their by-products); wood or bagasse fibre
impregnation, hardening and artificial drying; extraction of vegetable .
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waxes from pulses; meat pacldng; metallurgy. The benefits are similar to
those established for the Patagonia region,‘as alsc are the measures
concerning investments in goods and services on the part . of -foreign
enterprises. In addition to this the industries may obtain the privileges
involved in being declared industries whose existence and development is
in the national interest or that of being allowed to briﬂg.intg;the country
any foreign. personnel they may need, together with their families.
(¢)' Promotion of Corrientes province

" Decree 11324/61, which applieé to the déparﬁmeﬁfs}'ﬁépital,’Hafcedes,
Paso de Los libres, Goya, Bella Vista, Saladas, San Luis, del Palmar,
Mburucuyd, Concepcidén; San Miguel, Berén de Astrada, San Marfin} Itati,
Sani Cosme, Fupedrado, General Paz, Lavalle and San Roqus, provides
benefits for domestic enterprises already installed there which double
their production capacity, for the new civil works and installations
. built, as also for enterpiises which instal technically efficient and
economically viable industiial units. It covers the wood impregnation and
hardening industries, artificial'drying'of'wood ang boards, pressed wood,
processing of pulses, vegetables and fruit (excluding alcoholic beverages
of whatever grade), meat-packing and“meﬁéllurgy.t ‘

10. Manpower tralnlng programmes o
(a) The Natlondl Council of Technical Education (GONET) _

The mnst lmportant Argentlne organization at the national level in
the field of manpower tralnlng for 1ndustry is the National Council of
Technical Educatioh (CONET); which is governed by repfesentatives‘from
teaching bodies, entrepreneur groups and the centrai.wbrkeré-trade'union.
It is financed by the federal governmsnt by means of a technlcal education
tax (1 per cent of salaries and wages). ‘ h

' CONET glves instruction at a number of dlfferent levels:
{i) Professional and technical courses for young people aged 13 to 19,
(ii) Technical education and trdinlng courses for adults.

(iii) Tralnlng courses in ¢rtlsan skllls for young people from the rural
envlronment- these are glven 1n'tampora:y estabxmshments(lastzng for 2 years
in any partlcular place),51nce the 1ow populatzon den31ty of some of the
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citles of the interior doss not justify the establishment of permanent
schools of this type. ‘

(iv) Courses for the graduates of these establishments providing
specialized technological training. _

CONET has over 420 establishments operating under its jurisdiction
and controls the activities of large numbers of private schools.

Generally speaking CONET's establishments have the generic title of
National Schools of Technical Educuation, and are classified according to
their functions and nature into; Mixed Regional Induéirial, Factory,
Professional for Women, Worker Training, Professional Training, Temporary
Mission, Technical Cycle and Higher Educution Institutes. .

The industrial, factory and some of the training schools offer a
" regular course of studies of 6 or 7 years duration subsequent to complete
primary education (7 grades). It is developed in two complementary cycles,
basic and higher {3-3 and 3-4 years, respectively), and given in day and/or
night classes depending on whether it is for young people or adults.

Techni.cal education at all levels, as also the whole official
educational system of Argentina (primary, secondary and university) is
non-ecclesiastical, free and public,

(b) Study plans and programmes

The courses and subjects comprised in the technical education
provided in the schools dependent on CONET are too varied to allow a
general account of their arrangements and characteristics or the systems
relative to their development. Some idea will therefore be given of them
by means of a short description of the main instruction courses for
operatives and technicians.

(1) BEducation of Technicians - Basic Cycle. The main purpose of the

Basic Education Cycle ié to provide a general education, including an
introduction to technelogical and scientific knowledge and methods, for
future technicians. It lasts for 3 yearé.

The educational activities are carried on in two shifts - morning
and afternoon - from ¥onday to Friday. The proportions of time spent on
theoretical and practical subjects are as follows: two-thirds on theoretical
and theoretico-practical studies in classrooms and study-chambers and one
third on practical instruction in industrial workshops and plants.

/(ii) Education
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(ii) Education of Technicians - Higher Cycle: This consists of

courses whose content is purely professicnal and scientific, given in
lecture periods equal to those for the basic cycle; the distribution by
hours is usually thirty hours a week spent on-theorstical work and twelve
on practical work in the field concerned.. : _

(i1i) Cycle for the training of skllled operatlves. This is carried

on in day~-time courses, given in two ghifts, with study programmes varying
between 40 arid 45 hours 'a week. . It:.provides general, technological,
aesthetic and professional instruction,: plus practical workshop training
and physical education. . - - .. a4

A large proportion of 1nstruction time is spent on practical training
in the job concerned - from 50 to 60 per cent according to the field,

It is obvious enough thateﬁEeds%for trained manpower have still not
been covered; but there has been an encouraging increase in the number. of
pupils taking the tectnical courses, particularly in the last few years.

i1, TéchnOnglCdl re5earch

In Argentina there are both puollc and prlvate entltles engaged in
technologLCal research the llat below gives some of the more 1mportant of
them:

" (a) State Department _ ,
, The follcw1ng are some of the publlc research 1nst1tut10ns, w1th their
“Main characteristics:
(i) National Sanitary Works Laboratories:
-~ Controls water and sewage services throughout the country and
© inspects and controls bulldlng materials, part*cularly cement
% = Draws up the specifications for sanitary services and for the
materials to be used in them. e

L]

~ 1t is a dependency of the‘Netlonal Sanltary Works Authority.
~ It has water chemistry and mlcroblology, general chemlcal and
testing of materials laboratorles.
(ii) Laboratories of the General Belgrano Railqu
- At present does the research needed by the State Railways
Enterprlse (EFEA) '
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~ Controls its services, particularly as regards fuel and oils,
mechanical tests, electrical technigues and equipment,
metallography, chemistry, ete. . '
(111) Experimental Institute for the Building of Buenos Aires City:
~ Chemical laboratories for testlng of materials.
(iv) Laboratories of the National Road Works Department:

~ Chemistry, soil analysis, asphalts and road materials.

(v) Tegting of Materials and Technical Research Laboratories.
Carries out tests of serviées for the Buenos Aires Provincial Ministry of
Public Works, and industrial feseafch, and makes studies on request for
-other organizations. It is an official entity of the Province of

Buenos Aires,
(vi) Laboratories of State Petroleum Deposits. Organized to provide
the services and research required by the officizl entity responsible for

!

petroleum exploitation in Argentina.
(vii) Laboratory of the Metallurgy Department of the Atomic Energy

Comnmission:
~ Physics and technology of metals
-~ Research in general metallurgy.
{viii) National Institute of Industrial Technology ,
(ix) Laboratory of the Institute of Aeronautical Tecﬁnologg (DINFIA},

a dependent of the Secretariat of Aeronautics:

" = Equipped for the control and research services needed for
aircraft and motor vehicle manufactures in general and by its parent body
in particular.

(b) Universities
(i) Laboratory of the Faculty of Engineering of Buenos Alres

(ii) Laboratory of the Faculty of Physicomathematical Sciences of the

University of La Plata
(iii) Laboratory of the University of Cérdoba:

~ Research groups on metallurgy

~ Research groups on acoustics.
(iv) Laboratory of the University of the Litoral:
~ Research groups on structures

-~ Institute of Industrial and Agricultural Chemistry.
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(v) Laboratory of the University of Tucumdn:

- Research groups on industrial cnemistry
- Reééarch groups on structural analysis,
(vi)iLaboratory of the University of Cuyo:
- Institute of Agrarian Industries
- Instltute of Mining Research.
(vii) Laboratories of the Faculty of Exact and Natural Sclences. Among

fh;-these are the laboratories run jointly by the Department of Industrles and

the Faculty of Engineering of the University of Buenos Alres.
(viii) Laboratories of the Institute of Blochemlcal—Pharmaceutlcal '
Industrles of the University of Buenos Alres

(¢) Private sector

- A number of private enterprises and indu§£rial organizations also
have. laboratories. The most important is the Argentine Inmstitute of. -
Portland Cement, which provides gervices for the building industry and is
maintained by the manufacturers of Portland cement.

(d) The National Institute of Industrial Te¢hnology (INTI)

This was created in 1957. Its board of directors consists’ of four
representatives of prlvate industry, one from the Industrlal Bank and three
appointed by the Secretariat of Industry.

Its principal source of funds is its allocation of 0.25 per cent of
the loans granted by the Industrial Bank and the Bank of the Nation to indus-
trial enterprises. This represents an annual income of 150 million pesos,

76 per cent of its total resources (190 million); the remalnder derives
from tariffs, services rendered and other reverues.

Its system of operation provides for a group of central laboratories
whose function is to render services to industry, and whose aim is to equip
a chemistry laboratory, with special emphasis on analytic chemistry; a
physics laboratory, emphasizing metrology, and a laboratory for the testing
of building materials and metals. Moreover, as its main function is to

- promote interest in and the devglopment-of'applied pesearch among
industrial enterprises, it contributes towards the formation of research
centres on the basis of partnership arrangements between such centres and
industrial establishments or groups, university institutes and natiomal
and provincial public entities.

| /The centres
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The centres receive, apart fron the services and use of the
laboratories mentioned above, a sum of moiney divided equally between it
and industry, which is assigned to a special fund for the purpose. INII's
contribution may be larger than thai of industry in very special cases, if
authorized by one of the Advisory Commissions and by the Secretariat of
Industry. , ‘ N

Apart from the funds for forming research centres, private industry
is now contributing to INTI a sum of nearly 30 million pesos a year.

INTI now has 22 research centres in operation, three of which have
already finished their commission.

Their title as research centres was established by INTI's statutory
law and gives them the administrative status of private but, under the
National Accounting Legislation, parastatal entities.

INTI does not itself organize instruction or training courses, but
the research centres have done so wherever it was needed by the industries
which formed them and was not a duplication of the activities of the
specifically educational organizations. To an increasing degree as new
members are recruited, INTI provides for its staff opportunities of
improving their training and gaining experience abroad, according to the
field of activity of each. In this connexion it has enabled members of
its staff to make journeys or stays abroad, and in the constitution of its
research centres has envisaged resources for contacts betwsen them and -
similar foreign entities.

It has also provided for visits of foreign technical personnel:
experts from international organizations or members of well-known
universities and institutes. Under this plan several experts have visited
the Institute, in addition to a group from the International Labour
Organisation, who came 1o work in connexion with the Productivity  Centre
of Argentina, and the participants in the congresses which INTI helped
organize in support of the work of its centres, namely, on Fuel in
Industry, held in 1961, and on Air Contamination, in 1962. INTI maintains
contact with and receives technical assistance from the following
organizations:

(1) The Technical Assistance Bureau of the United Nations, which
helped to organize a centre, collaborated in preparing programmes for the
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economic use of sea-wsed and contributed towards the provision of a group
of consultants for the Industrial D331gn Research Centre.

(ii) UNESCO, which contributes to annual courses on marine bioclogy
for Latin American university students,

(iii) Bouwcentrum, of Rotterdam, Holland thCh contributed -to the
formation of Bouwcentrum of "Argentina, : '

(iv) 'The Nationdl Industrial Fuel Efficiency Service, of Great
Britain, which assisted CIPUEC to come into operation.

{v) The Armou¥ Research Foundation with which INTI has made an
agreement for the exchange of technical ififormation. -

{vi) P.T.B. of Braunschweig, Germany, which is now studylng -an
important technical assistance programme in metrology. - ‘

(vii) The Réunion Internatiorale de Laboraboires D*Essais de
Matériaux (RILEM), which has entrusted to CITAC the organization of its
Latin Americdn secretaridt, in whith 8 countries are to participate.

(viii) ' The ‘Pan-American Health Office, which advises the Centre of
Envirormental Engineering and forms part of its Executive Committee.

The Institute also provides facilities for ‘graduates of national
and foreign wniversities wishing to make studies for their theses.

Through the work of its centres INTI has collabérated with approxi-
mately 300 enterprises in the development of specific working programmes.

12, Standardlzatlon

In Argentlna the work reldtlng to the prepdratlon of technlcal
stdndards is delCdlly'Cdrrled out by the Argentlne Instmtute for the
Rationalization of Materlals (IRAM) This is made up of of ficial
‘institutions, corporations, technical, industrial'éf commercial agenciés
and ccmpanles, gduCutlonal establlshments, llbrarles, and related entltles
and personal members.

It was founded in 1935 and counts as the doyen of standardlzatlon
studies in Latin America. ' _ _

The study of standards is pafried on in accordandé-with a plan
prepared by its Technical Department, taking into écdounﬁithe.general
requirements of its specialized units and the ypquésfs made by associated
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bodies, particularly the public departments. The Boérd of IS0 (Inter-
national Organization for Standardizaticn) takes part in its direction.

The functions of the Institute, as defined in it;lfounding statute,
are: .

(a) To establishAsfandards, definitions, nomencidatures, testing and
analysis methods, technical characteristics, specifications and all other
necessary matters relating to materials and their applications, promoting
their knowledge and study. -

(v) To establish information services, form collections of samples,
prepare statistics, ete.

{c) To promote the improvement and co-ordination of existing
laboratories and the creation of new study and research laboratories.

(d) To take part in technical assessments and control of quality
work, when its services are requested.

(e) To promote the improvement of production by means of the stamp
testifying that a product coﬁforms to its standards, which can be used
under a license from it by industrialists whose products do meet these
standards, The control of quality needed for this will be carried out, in
accordance with the respective regulations, with the help of official or
private laboratories, under the supervision of IRAM's technical staff.

In addition to the siudy of its own standards the Institute envisages
in its working plan that of COPANT's (Pan-American Committee on Technical
Standard) recommendations - especially as Argentina is the country in which
its general secretariat has its central office - either taking part in the
Pan-American negotiations preceding their prepafation, or preparing or
studying documents to be submitted to the periodical seminars on the subject.

IRAM collaborates with other entities in the preparation of standards,
when specific studies of materials and products intended for special uses
relating to the activities of these entities are needed.

The entities are:

{a) IAP, Argentine Petroleum Institute

(b) AAQIC, Argentine Association of Textile Chemical Manufacturers

and Dyers.
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(e) CID, Documentary Research Centre of the Nutional Institute of
Industrial Technology.
(d) CALFU, Argentine Fireflghtlng Committee,
It is worth mentioning that the Argentlne state technical bodies
use 1RAM's standards in their work.

13. Other aspects of industrial promotion
(a) Priority of equipment supply
In accordance with the standing legal repulations, imports of
industrial equipment are generally liable to exchange surcharges and
customs duties. '

However, under the priority of equipment supply régime machinery
and equipmént not manufactured in the country or which, when so manufac.
tures, can be convincingly shown by the interested parties not to mset the
technological requirements of the industrial project for which it is
intended, may be interned free of all exchange surcharges, taxes and
customs duties. This exemption is granted in individual cagses, in relation
either to the establishment of new fereign capital or to the development
of a project by domestic enterpriées. Projects for the instsllation snd/or
expansion of industrial plants can obtain from the authorities the
declaration of priority of equipment and its resulting benefits when they
fulfil all of the following conditions:

(1) That the investment results in technical and technological
improvements and makes for the increase, qualitative improvement and
cheapening of domestic production.

{ii) That it directly or 1nd1rectly involves better use of domestic
raw materials or semi-manufactures.

{1ii) That it wiil benefit the trade balance by substituting imports
or developing new exports, ‘

(iv) That it will benefit the foreign payments balance on the above
basis,‘taking into account the financing arrangements for the plant, the
remittances of profits according to its expected reptability, the royalties
to be paid, and the foreign loans or refunds of invested capital, whose
terms of paﬁment must be made to depend on the terms of technical
amortization.

/{v) That
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(v) That it is provided with circulatlng -capital funds. proportionate
to the investment. cerl e s
(vi) That it directly or indirectly ‘guarantees stable sources of
employment, on the basis of secure markets for its products. -

(vii) That its production is carried out.at a reasonable cost level
in relation to intemational prices and makes fer a higher degree of
domestic compebition. - L e

(viii) That the 1evels of customs protectlon needed for the development
of the activity are comparable with those obtaining in the industrial
countries, ‘ ‘ S .

The government authority concerned (the National Department of
Industrial Promotion) approves -the- prOJacts on the ‘basis.of the following
factors: . R . Sl s _
(1) Technico~economic study ©f the project. irn relation to the future
of the enterprise, in particulsr taking into account:
(a) Quality assessment of the project.
“{b) Assessment of the projector's capacity for ofganization ard
direction. ' o ‘ o
(¢) Assessment of the projsctor's finanmcial capacity.
(d) Comparative assessment of the ﬁfoductnc&pital:ratio.and other -
prOduCt1Vlty ratios or indexes. - , :
(e) The effects of the in;tlatlve on the trade amd payments . -
balances, : :
(f) Assessment of the exchange and customs protection applied for.
{(ii) The financial éspects of the project, including capital -
contributions with the list of their titulars; foreign loans with a
specification of their sources, terms of amortization and interest rates;
royalty and/or technical assistance payments; expected rentabiiity and
terms of refund of the capital invested in cases where this may have been
agreed. - R : :
“(iii)  The volume and diversification of'the final productlon ‘and the

~analyses and projections of ‘the market concerned,

(1v) The manufacturing procgesses chosen and their fitness for the
Taw mater1als to be used ‘and the degree of technological evolution of: the

indugtries concerned;
- /(v) The
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(v) The determining factors in production costs, particularly:
(a) the quality and price of the raw materials, fuels and other forms of
energy; (b) degree of efficiency in use of manpower; (¢) transport costs;
{d) fuel economies resulting from better use of the installations and
from use of residues; (e) use of by-products obtained. -
(vi) The guality and scale of the civil works and installations
to be built.
(vii) The approximate costs of the industrial equipment to be
purchased abroad and within the country.
(viii) Length of time needed for installing the plant and bringing
it into production.
(ix) The factors taken into account in deciding the location of the
enterprise,
(b) Temporary import of machinery and eguipment
Decree 5341/63 authorizes the temporary import of machines,
equipment, instruments, moulds and dies needed for industrial processing
and manufacture and the carrying out of civil works and projects, if

.considered to be in the economic interests of the country.

Before the goods canbe cleared {rom the customs, the importer
mist pay the relevant import surcharges, taxes, customs charges and duties
and all other téxes, bonds and guarantees not being accepted. When they
are re-exported he will be refunded what he has paid, except for service
charges. ‘ ‘ .

As regards models or prototypes, permission is granted by the
National Customs Department, in virtue of Article 114 of the Customs Law.
If this department sees fit to seek advice from the industrial point of
view it may pass on the request to the National Uepartment of Industries;
otherwise it decides it on its own account, ,

In accordance with the provisions of decree 5341/63 and resolution
610/64, negotiations for equipment and/or dies to be used in promoting new
or special productions will be conducted with the National Department of
Industries. In these éases, if no domestic production of the equipment or
dies exists or if their manufacture would be anti-economical in relation

/to the
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to the type and volume of the production to be undertaken, the Department
can directly grant permission for a temporary..admission of & months,
renewable up to 3 years. ' L : :

A5 regards the appl:.cat.lon of the decree, it may be remarked that .
it has been mainly used by n.ndustr:.al:.sts of -the die-making branch, and
primarily that of the plastics :mdustry. S



