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necessary to cestablish import restrictions. .ipart from thisu
familiar expedient, these symptoms of disequilibrium also
redirect attention to the outstanding role which foreign trade
plays in Latin-imerican growth. With experience, more light is
being shed upon this problem. Countries which have been subﬁwt
to continual fluctuations, caused by external forces, nmust
logically seek to diminish their vulnerability: hence,gencrally
speaking, Latin-imerican economies are to-day more stable than
previcusly. In addition, the rate of development must be
maintained and even accelerated, 2nd thz soundest basis for
this process‘is in foreign trade. Although at one time the
aims of Latin-imerican economic development were assumed to
include liberation from the burden of imports, the facts show
that this objective is very far from being achieved., While some
imports decline, appropriately substituted by domestic output,
others increase, sometimes at 2 comparatively higher rate,
particularly those of raw materials, fuecls and capital goods,
Development, therefore, requires that the structure of imports
be altered in accordance with certain basic changes in the
domestic economye. These, in turn, must be compatible with the
dual purpose of decrcasing vulnerability and permitting growth
to continue, unhamperad by periodic disequilibrium,

Such disequilibrium indicates that readjustments in the
composition of imports have neither been effected in the
manner nor to the extent required by the growth of the gross
geographic prcduct, perhaps owing tc the intensity of its
expansion. In some cnses, however, it reflects a decline in

/exports.
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should not be forgotten that Brazil was once obliged to destroy
large unsaleable stocks of this commodity. For similar .reasons,
during the war, argentina accumulated several grain harvests .
which had later to be wasted ~s emergency fuel. In contrast,
the prospects on the domestic markct are generally more stable,
above all, in manufacturing activities. Industry, however,
requires certain exports which provide it with essential goods.,

3+ The Capacity of nxternal Payments and the Pressure of Imrats

These are the underlying facts which have come to light as
a result of the recent disequilibrium. It is well known that
maladjustments of this kind have oceurred periodically in Latin
imericn, each with its own characteristic features. Usually,
the tension of the balance of payments would arise from’ a
contraction in a country's capacity for external payments,
subsequent to a period of expansion. Now disequilibrium sets
in even when that capacity remains st a high level. Excluding
argentina, whose statistics reflect very unfavourable harvests,
this capacity may be estimated at some 5,600 million dollars;/
in 1952; that is to say, the figure is appreciably higher than
that of preceding years, with the exception of 1951, when it
reached a total of 5,900 million, as a result of the war in

Korea.
This points to the strong pressure which growing demand

1/ These are dollars at 1950 prices, =as in all the tables
contained 1n the first part of the Zconomic Survey; the
reason for the adoption of this method will be explaincd
in due time. In view of the foregoing, .rgentina will
continue to be excluded in moking these comparisons.
Subsequently,; when thcese reasons have been set forth,the
figuees for the whole of Latin .merile=a, including
argentina, will be shown in a footnote.

/for imports
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This improvement of the gross product, due to the rising
trend of the terms of foreign trade, was clearly reflected in
the capacity for external payments. In 1950,vabout 4O per cent
of this capacity was represented by the effect of an improvement
obtained since 1945 in these terms, and which became firmer
after the beginiing of the war in Korea. However, by 1952,their
effect had deelined to only 28 per cent of that capa01ty, due
largely to their deterioration, 2/

This weakening should not obscﬁre the fact that after 1945
Latin imerica was able to recover, and for the first time.even
excced, the. level of the terms of forcign trade preﬁailing prior
to the world crisis. Thus, despitc a decline of 8 per cent
between 1950 and 1952, in the latter year they were 39 per cent
above the average for the five-ycar periodwl925~é9.

This higher relative level in the terms of trade, in
additiocn to the direcct effects, considerably influenced Latin-
American investments. The coefficient of investment, that is,
as a ﬁercentage of the gross product, reached a maximum of 18
per cent in 1951, dropping to 16.2 per cent in 1952, ns compared
‘with 13.2 per cent for the pericd 1925-29, that is, prior to the
world economip crisis. From a study of the data contained in
the present Survey and another report which will also be

submitted to the Fifth Session,z/ there can be no doubt that the

'g/ Inclyding lrgenblna, the ¢ffect ¢f the terms of trade was
35 per cont in 1950 and 26 per cent in 1952,

3/ ZTechnique of Programming ficonomic Develomment, United
NVaticns Boonomic Commission f—b“fat-n america (document
E/CN,12/292),

/fluctuations of
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differ appreciably from thosc obtained when considering only
the absolute figures. Indeed, whereas in 1937-39 total monetary
reserves in Latin america rcpresented 69 per cent of the value
of imports, by the end of 1952 this proportion had declined
to 58 per cent, the average for 1946-52 being 79 per cent. It
should be recalled that countries such as .rgentina and Brazil,
in addition to using their monetary reserves to rclieve the
pressure on thé balance of payments, also obtained substantial
external short-term credits which, if they were to be included
in these calculations, would subst-ntially reduce the 1952
ratio.

Not only is the pfésent level comparable with that of the
pre-war period, as far as the real purchnsing power of monetary
reserves is concerned, but similarly, a substantial proportion
of trade 1s transacted in inconvertible or compensation currcency,
thus reducing the efficiency of totnl rescrves, owing to the
fact that they arec nct frecly convertible,

6. The Role of Forcign Investuent

The co=-operation of foreign capipal would still be essential
in order tc accelerate the ratc of Latin-imerican growth,without
lowering the present volume of consumption of the population,
even though it were pcssible in the future to maintain the 1952
level of the terms of foreign trade and even more so if there
were a further deterioraticn. Mofe capital is required than
before to achieve a given increment to the gposs product, since

the output-capital ratio is now lower, for a variety of reasons,

/This is
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since investments corresponding to thesc rates of expansion of
consumption have been delayed or were not planned on a
sufficimntly large scale. In some countries, national
electrification programme:s have been formulated, the majority
of which make provision for private enterprise. However, no
such plans were made elsewhere, or projects are isclated or. the
necessary studies are only now being completed. Inasmuch as
the generating of electric power in several of thesc coﬁntries
depends in turn upon foreign supplies of fuel, which constitute
a heavy burden on the balance.of paymonts, the problem of = v
energy also inéludes the question of liquid fuels. Although
Latin .mcrica is a net cxporter of petroleum, the total output
of which hns expanded, various countries are heavy net importers
and, therefore, must. invest much larger sums in the development
of their petrolcum resources than heretofore, in order to avoid
using a substantial provortion of their foreign exchange
availabilities for fuel imports,

8. The Reciprceal Computibility.pf Agriculture and Industry

Agriculture is :nother of ths critic:l sectors of the Latin-
American economy. Its growth has been slow as compnred with
industry, creating difficulties both for exports, as indicated
above, and for domestic consumption. More than one concrete
example could be cited in which manufacturing activities have
proved detrimental to agriculturc. It should be reealled that
there are two ways in which industry can exert an adverse
pressure upoun agriculture. By one, labour is withdrawn from
agriculture, although the neceséqry resources for introducing

/an offsctting
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9. Inflation and Investment

It is thus necessary to make extracrdinary investments, in
addition tc those required by the current level of economic
activity in Latin america. Even though the prevailing terms
of foreign trade were¢ to persist, it would be very difficult
to effect suchn investments with domestic resources, to an
extent that would at least ensurc that the 1946-1952 rate of
growth of the gross product would not be weakened. It would
not only be a matter of reducing present consumption in order
to increasc savings, which, in itéelf, is not at all easy,
since this increment in savings weuld hévc to be used to raise
the level of imports of capitul roods. The tensions in the
balance of payments, referrcd to at the beginning of this
intrcduction, appear to indicate that this possibility could
not be carried out to any significant degree, ¢xcept in a few
countries., Under the circumstances, positive effects should
not be expected from inflation either. Undoubtcdly, by
modifying external distribution of the grouss procduct,inflation
could increase savings, although it weuld do so at a rising
social cost. However, for these savings te be transformed into
imports of capitzl goods, there would have to be an idle margin
to the capacity for external payments. Breadly speaking, it
would appesr that this merzin hos been cxhausted in Latin
america and, in fact, its limits have been exceeded in some
cases. It may, therefore, be coneluded that whatever
incentives for investment may be provided by inflation, when -
an 1ldle mrrgin of the capacity for external payments is

/available, it
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In the second part of the Survey, recent  tronds in world
economy are examined (1950-52), together with their effect
upon the Latin-imerican situation through foreign trade, the
supply of imports and price fluectuations on the world market.
Part II also includes an analysis of thc role of foreign
investments, Part. III consists of a detailed\qnalysié of
re¢cent tendencies and problems in agriculture, manufaéturing,
mining, electric power'and fuels, for the majority of the

Latin-.merican coutrics,
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satisfactory although it is not suffiecicnt to stimulate economic
development as much as might be desirable. On the other hana,
although external factors continue to influence Latin-american
economy, its vulnerability tc these forces has declined, to
judge from the greater internal stability achieved during the

past quarter-century.

2. During the period 1946~52, output expanded at an average
of 4.2 per cent annually while the gross product rose at an
annual average of 4.8 per cent., TLis rate of growth is found
to be even greater if argentins is excluded from the estimates,
since that country weighs haaiily in the aggregats figure and
its output has declinad during tne past two years, for fortuitous
reasons. When the argentine figures are excluded from the totsal,
annual rates of increase are 4,7 por cent and 5.5 per cent,
respectively., Since the rates of sxpansion of output is almost
similar to that observed since the middle of the thirtics (4.8
per cent), the higher rate of the rcss product reflects the
direct iniluence of the terms of trade exclusively. In absolute
termns the effect of the terms of trude represcnted an average of
Le3 per ccnt of the gross product during the period under review.
The terms of trade also afiectced the grouss prodauect indirectly
by favouring the raising of the coefficivnt of investments. It
should be cbserved that if exports continue to expand less
intcensively than the gross product, although the terms of trade

/remain constant,
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cause an increase in the output-capital ratio. If Argentina is
included in these figures, the net disparity between capital
accumulation and output is inecreased, namely, 5.9 per cent and
ke2 per cent, respectively. ut the same time, the outpub per

worker has risen continucusly.

Ly The gross product does aot represent the total volume of
available poods and services for consumption and investment, In
fact, a part is transferrcd abread in the form of remittances of
profits and interest accruing fron forsign capital investment,
The part that remains constitutes the volume of available goods
and services. The repurchase of foreign-owned capital, the
accumulation of gold and foreign exchange abroad and the use of
foreign loans, increase the volume of available goods and
services, ‘ ”

Although the inflow of féreign capital to Latin america
was quite substantial (2,090 million dollars in 1946-52), it was
less than the remittance of profits and interest (5,830 millions)
without teking into account repurghases of foreign-—owned
investments (1,310 millions). In order to cover the surplus,
Latin america has had to export more than it imported, with the
exception of two years -- particularly 1952 -- when argentina
and Brazil were compelled to employ their monetary resources and
foréign loans to cover the excess of imports and to'dompensate
the effect of abnormally low exports.

/The distribution
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terms of trade ha¥e tended to weaken and there does not seem
any likelihood that the determining factors which brought about
a decrease in the excess of exports will persist. Therefore,
the maintenance of the rates of growth attained in 1946-52,
depends on the degree to which Latin America is able to increment
its own investment efforts and also on the inflow of foreign
capital and the improvements of productivity which may be effected
by wise distribution of available investment and better
utilization of the stock of capital.
Per capita conéumption w- 205 dollars in 1952 -~ has risen
although it is still low as compared with other regions which

socially and economically are more highly developed.

6. Since external factors determine the increase of the gross
product in Latin america (fundamentally through the terms of
trade), their influence on investments is proportionately greater,
since they raiss the capacity to save and create the resourees

necessary to import capital geoods.

Their effects may be observed in the capacity for external
payments, which has grown sharply since 1945 (from 3,755 million
dollars to 6,246 millions in 1952}. The total increase
gecunulated in the seven—yeai period amounts to 17,076 millions
(11,028 millions representing the improvement in the terms of
trade, 3,958 millions being the increase of exports and 2,090
of foreign capital).

The increase in the capacity for external payments, after

/a slight
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while in the former case, these reserves and short-term credits
must be employed, as occurrcd in 1952.

Despite the high »roportion of the gross product absorbed by
investment, relatively speaking, imports of capital goods did
not increase as might have been expected. On the contrary, the
high propartion of imported consumer goods, im a period of intense
investment, is a typical phenomenom of Latin-american development,
stemming from thé greater amount of raw materials and fuel imports
required by the growth of maﬁufacturing activities and the
expansion of certain types of consumption, created by the increase
of per capita income,

The pressure of these imports is greater than that exercised
by imports of capital goods, although the latter are relatively
high for Latin America. In relation to totul investments, the
coefficient of capital imports rose from 27.4 per cent in 1945 to
32,9 per cent in 1952, 4is compared with total consumer goods, the
coefficient of imports rose oven more sharply-from 6 to 11.6 per
cent over the same period. The rise of both cocefficients and,
therefore, of total imports, indicates the manner in which the
gross product influences the capacity for extcernal payments and
emphasizes one of the main obstacles in accelerating the rate
of growth in Latin americo. This phenoicnon indeed is by no
means mew in the history of the region's development. The
pressure sharpens the need for substituting imports by domestic
production. The most practical substitutions have already been

/effected but
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increase of productivity which more than compensated for the
recent deterioration of those terms. Secondly, by virtue of
this‘process, industry was aﬁle to transfer to other sectors a
part of the benefits of its technical progress. This(transfer
was strengthened by the improvement in the terms of foreign
trade, the effects of which were distributed between agriculture
and other activitics. | /.

Agricultural terms cof trade,;&n.turn, improved until 1950,
but deteriorated again in 1951i-52 s0 that this activity lost all
ground gained previously, with the exception of Argentina. (The
position becomecs even worse when that country is included.)

Thus, on the whole, agricuiture!s relative position did not
change throughout the whole period, that is to say, the increase
of average output was equivalent to the increase of the gross
product accruing from this activity.

That being so it is necessary to determine what sectors
have derivecd advantages from the transfer of a part of the
benefits of the technical progress made in industry. On the
basis of the data available, no definite indication can be given.
However, using residual figures with due reserve, 1t may be
assumed that the transfer proved to the advantage of the

remaining activities (transport and commerce, building, mining,

1/ Excluding argentina, the improvement is slighter, despite
the policy of paying farmers lower prices than those
prevailing for exports, It is not surprising because
Argentine statistics used export prices in calculating
the gross product; although this is technically correct,
it does not reflect the actual amount of the product which
remains in the agricultural sector.

/personal service
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have developed far more extensively.

10. Remarkable differences between the gross product per worker
in different activities are observed. In 1950, the product per
worker was equivalent to about 285 dollars in agriculture,

1,152 dollars in manufacturing and building, 1,277 in transport
and public services, 1,203 dollars in coummerce, government
services and other services and 3,004 dollars in mining in which
a relatively low number of workers ore engaged. These figures
Go not reflect relative productivity, being influenced by the
terms of domestic trade. However, they give an approximate
indication, which in itself is satisfactofy. aAgriculture
absorbs the greatest proportion of labour (57.9 per cent of

the whole), although it gives rise to only 24.2 per cent of the
gross product. Industry and building come next, employing 16,6
per cent of the labour force and giving rise to 28 per cent of
the gross product. These are followed by commerce, government

services and other scrvices,

11, The analysis has a dual objective, namely, the consideration
of the general phencmena of recent growth in Latin America,
without which the significance of partial events mentioned
elsewhere in this report could not be evaluated and also the
establishmgnt of appropriate instruments of methodology, adapted
to the nature of Latin America's economic phenomena, particularly

/insofar as
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the capacity to import and introduce structural changes which
will support a higher gross product with a lower capacity to
import. This creates a new vicious circle, for, if such changes
were to take place, the capacity must be raised previously to
the cxtent required to enable substantial imports of capital goods
to be made while other imports must not be restricted.

The supporting basis for manufacturing is thus narrowed
by the decline of arsriculture and cxpmasion of consumption, %o
the detritcnt of the exports. In 2ddition, the growing pressure
of demand for enecrgy must be taken into account.

apricultural opcression is no new Jhenonmeiion and springs
from a tendency observed since 1940, shargcned by the poor
harvest of 1951-52, The improvement in the terms ol trade
observed when avercping the Iigures for the decade and the
recovery of the .i.rket since the wwu, aave not, however, proved
to be sufficiently strong incentives for «gricultural activity,
criority having been gr&nﬁcd Lo other requirements. The new
covernment plun proposes, by scans ¢f loans and investmeat, to
re-cstoblish the suporting btosis of coriculture for
development purposes, This policy and s.tisfactory
meteorolosic conditions rosulted in the excellent hnrvest
of 1953,

The Inbour force transforred from o riculture to
industry ang other ~ctivities could be substituted by
mecimnical means.  To the extent that this process tokes

/place, coaputibility
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The rate is moderate, -but it is compurable with that of 4 per
cent for the period 1935-45. The fulfilmunt of the S-ycar
plan presupposes a rate of croewth of 3.6 per cent until 1957.
3. During the period in which cutput expands, a higher
rate of capital accumulation coincides with an increment in
the output-capital ratio. During the rocession both are
weaker,

In 1946=48 a higher rute of canital accumulation (7.6

per cent annully) was observed, although it dropped to 3.1
per cent in 1952, The amount of capltal invested per worker
was 20,000 poesos in 1950, as compared with 15,200 in 1945,
Until 1948, the output canitsl ratio rose steadily, owing to
full Employment of eguipment, but dropned later, due to a
contraction of denand and decroasing utilizetion of the
productive capacity, in addition to othcr factors.
L «t the beginning of the pericd, the volume of available
goods and services was soumzwhat lowsr than the gros
product, but scon afterwards exceeded it. In 1946-48
substantial repurchascs of forcigneowned capival began.
rRemittances abroad were practically eliminated, thus
attenuating the burden on the balance of payments. This,
together with intensive use of roscrve and compensatory
crcdits in 1951-52 enabled an excess of iamports to be
obtained. Similarly, consumption was able to remain almost
4t the same level, although this proved to the detriment

/of investments.
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owing to the repurchase of foreigneowned capital and the
cmployment of ronstory reoscrves and cradit.

Imports were creater than the capacity to import (which,
for the reasons  iven, is almost cquivalent feor the capacity
for external payments), This, however, did not occur in 1946
and 1950 Jdue to the cmgloyment of monetary reserves and
credits,  Thus, in that year the coeificient ol imports was
naintaiced at 12 per cent of the volume of availevle gooas
anc scervices,

7o Inports of canital joods maintained a high coefficient
both in rclation to total investments and total imports,
Imports of other goods, in turn, retained: a nmoderate
coefficient in reolation to censwuaption aad total imports,
indicating a healthy process of substitution of imports of
such goods, which trend, however, was not cbserved in connexion
with cupital goods,

8 Despite the cdepressive factors noteu, 1s should be
observed that manuracturing activities retained the hirh level
r:ached in 1948, In 1949-52 cutput decreasec by cnly 1.3

per cent annually., acriculturs rose slirhtlj in 1946-48, but
then declincd at an :nnual rate of & »ner cent,. sdemaining
activities showed o roiarkaeble increase of 1é.3 oer cent in
1940=-48, cuc largely to tne influence of substantial public
works, droppidg afterwarcs, howevoer, to 4.3 per cont

annually.

/The relative
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the capacity to import. Ths troanshort system has not been
adequatcly rencwed, so that it is unable to bear the pressure

of the growing overlcad., Thesc facts serve to eiaphasize the

[&]

critical puints of development and heve stiauluted efforts

0o airect demestic savings towards lnwvestments in petrolceum
trinsport, encrgy and basic industryv. The¢ estaublishment of

the Economic Developrient Dank rcflects these trends. This
institution was created when circumstances worce most

propitious for maxing usc of the cupericnce ‘accumnulated in tha
¢ynamics of srowth toward the centre.

2. Under the influencs of the terms of trade - mainly affected
by coffee -~ the gross product rose in 1947-52 to a higher rate,
nainely, 8,2 per cent ennuakly. The anticipated revival of
coflee exports accounted lorgely for the fact that the gross
product in 1952 atcuined a level of 294 thousand million
cruzeiros at 1950 oriees, walch was somewhat hnirher than the
figure for cutput.

3. The growth of production ot an annusl rote of 7.3 per
cent, for the period 1948=52, was due both to the accumuletion
of capitul and the improvement of the output-capital ratic so
that the increuse of invostment per worker was entirely
reflected in the oxpansion of ocuthut. The rate of that
expansion, namely, Zi& por coant annually, inﬁicates the cextent
to which productivity can bs imnroved by increasing the density
of capital,

L wvailable goods and services in 1952 amounted to 308,100

/uillion cruseiros
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lerpgely by the liquidation of coffee and cotton stocks,
tougether with the icprovement in the terms of trade, led
to an duprovement in the coap city for external payments,
This copocity, after attaininga maximum in 1951, dropped in
1952 to the level pravailing in 1947. The recent decline
can be ascribed to the fall of cotton exports and partly
to over-valiuation of the cruzeiro. With the exception of
1952, thers has been little inflow of foreign capital.

The coefficient of investments in relacion to the gross
osrocuct, remained higher than the copacity for external
payments, owing to the fact that Brazil made use of its
monet ry raserves wnd credits, thus enabling a higher rate
of imports to prevail. In order to maintain the loevel of
investments, anc since there apnpears to be no indication of
further improveacnt in the terms of trade, the country
should increase exports ond atempt to obtudin foreign
capital,

7 The capacity to Lmport hao followsd the tendency of

thy copoceity fur external payments whils imports gxceedud
the formor cavecity. The coefliiciunt of dluports in relation
to the gross product is hirh und, contrary to what niight be
expected, was not dotermined hy o hlpher proportion of
imported cinibel roods reaquircd for exn A515a PUrpOSes, thus
indicating thot Brazil has effccted advanvigeous
substitutions; in fact, the high cocfficient of imports is
duc rother mors to imports of other goods, espucially fuel

/and certain
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growth of the gross product than that indicated. The estimates
should therefore be considered with cescerva and the analysis
off certain aspects must be left pending.
3. If the effests of the terms of trade, which improved
substunt ially, are cGeducted from the rate of the gress product,
the l.tter's growth woulc diwminish fto 0.2 pur cont anivally,
which is incompatible with the rate of expansion of output of
the important sroup of cctivities inticated above, Lssuming
that the gross procuct ceveloped proportion&tely with the
agricultural, manufacturing and nining. output, and adding
to it the effects of the torms of trade, the gross product
will be seen to aave developed at an annual rete of at least
4 per cent,
The improvement in the terms of trade oid not exercise

~ 1

the sume inrluence as in cther countrics; althouch substential
it is lower than thé average for the periocd 1925-29.
Similarly, investments have not rocovered to the level
prevailing in those years of prosperity.

4. Despite ths favourable efiects of the torms of trade, and
since renittances of wrofits wand interest exceeded the nct
inflow of foreirn cupital, Chile was compelled to export a
higher volume than it hud imported. Thus the volume of
available goocds and ssrvices was lower ohaa that of the

£ross product. sccording to the dute used in this connexion
{considered unreliablg), congumption increascd at an annual
rate of only 1 pcr cent, while pur copita éonsumption

/declined 0.4
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utilized and the output=~cupitol rotio has also aeclined.
Output per worher rese in all threc activitiss. Comparing

these activitics, outpus rose nors in manufacturing than in |

aoriculture and declined slightly in mining. These estimates

are based on rosziducl figures and <datn which, it 1is

enphasized, aust be coinsicered wibth resurve.

6. sspite the roduction of exovorts, the capaclty for

cxternal payments rose daring the pericr under consideration,

N

by virtue of fuvourcblec devalopments in the terms of trade

- .
and, to a lesser extent, cwing to the iaflow of foreign
c.pital wiich sxercicced gonniderable iniluence on investment,
The c:pacity to iuport ans voriod prepertioncoely with the
cupecity ior exteraul payments and 1s slightly lower than the
latoer in view of the remittance of profits and interest and
the repurchase of foreign-cwned-cepitals Broadly speaking,
exports exceedced the cipacity to import, so that monetary
reserves and compons.tory short-term  crzdits had to be
used,
7R In view of the low estiamate for the growth of the gross
sroduct, the cowfficient of imports appears to be higher than
what it probably was in fact. The figures for iuvestuent are
more reliable and offer a fira basis for calculating the
coefficient of canital imports; the latter rose sharply, that
is, to 48.2 per cent in 1952, as couwrnarcd with 34.3 per cent
in 1945, althourh hirher levels were reached in the
intervening yszars. The shnre of imports of canital goods also

/rose in
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which had been incremented by substontial earlier investments
that now began to prove profitable. o high outppuscapital
ratio was thus obtained. since 1946, output had tended to
decline owing tc the fact that more substantial investaents
created an  idle margin of capacity. Output was always
influenced by fordgn competition, apert rfrom the fact that
certain investments, such as tchose for irrigation, transport
and energy, in the eurly period show a low output per capita
ratio. There is still a wide ficld for investaents of this
kind in tlexico.

For this typc of investawnt and in order Lo maintain
those normally roquirec for developasnt purposes, Mexigo
nust raise its investuent cocfficient, especially by meens
of foreign capital inflow, which thus far has not been
very substantial, Indsed, domestic savinzs have been the
noedominiat source of investments. Gzternal factors have
influenced domestic sevings, olthouch the effect of the
terins ol tride wns weaker than in other countrics. Tihe nost
decisive influence un domestic savings wos the rewmcrkable
civ nf ¢ in dumestic distribution of the pross product. us the
gross product of the rrvups roceiving profits, interest «nd
rent rose proporticnotely, precter savings could be effected.
slthough all those sovinss hove increased in cosolute terms,
their rote of growth was higher and the abovo-
montioned groups simultaneously rrdsed the level of
consumption 1t wn aninail rote of 10 por cent for the period

/1939=52, while
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annual rates of por capita prowth i sexico, 194752

(as a percentage)

Outl:)ut .ll.....ﬂIOGIO.QQQOQQGl"!.'.lll...l!"

Gross ProdUCt seeceecoccssssssacsesvsacsoncae
avVailable goods and BC1VICEDS sesevesonersosne
ConsSuwPLION seeeasoosssscosasossnssvassssasases
Investmenl seeeesacesvsonesssccocsssons
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3 The capacity for external payments exarcissd greater

influcnce on the net inflow of canital than the weak effects
of the terms of trade. . However, even gredter pressure was
exerted by the expenditure of fereign Lourists; in 1952 this

item previded 37,9 per cent of the capacity for external

o

payments and 5.7 per cent of the gross preduct.

The ratio of the cuprcivy for external payments to
investments is not as low as in other cases. The coefficient
of investment is norc stable owiar larpgely to substantial
public investments ans, particulurly, to phaneomena of
redistribut ion of income, which hus cadsed an ilncrease of
doue stic savings,.

Lo The expansion of the tot dl capuacity for c¢xternal paynents,
while the remittance of profits wia iaterest reumaiaed

constant, ewnabled the capacity to import to rise both in
absolute snd relative terms. Imports, in turn, exceeded the
canacity to import at least until 1949, whon they were
equivalent to the comecity, owing Lo monetary Cevalution end

other rostrictive necsureswhich, having been fortuitous,

+

c-used certain structural chunses that should be studied

/separately. deanwhiley
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The wroblem of erpansion of domestic savinss to the
exient reyulred to iinunce incroased investments touches
ugon oneg of tiw .acin points in Loe theory of Latine-amorican

veluprient. This expcnsion cun be explained ia two ways:
on the une nwnd, the ropid increasc  of the pross prouuct,
brouzht aboat by externel foctors which have not hed
suf icient tiume to aleoer spending hablts, tend to raise
savings mere than censumption.  On thne otner hand, greater
saving s muy iead Lo o oiscribution of diuacoms which will
prove more favourable to groups with a na her propensity o
sav¥e without thero boing: any need for an increose of the
tota l procuct.

In Mexico there would appenr to be a« combination of
both these phenoaens, Limiting the ciscussion to the sccond,
it was found that the higher incomunlevels of the groups
receiving profits, interest anc ront, ralsced thelr sheare in
the totnl product to 51 per cent, thersby corresnondin~ly
reducing thot of the refinining groups. There can be no
doubt thot such redistribution is vhe rezult of inflation,as
can be seen from the resemblince vetwoeen tue trena of the
product of those groups anc roetail prices, However, as has
been pointed out, tue savings in these groups over the
period 1929-52, did not increase in relative terms. On the
contrary, after revealing a downward tencency, it was only in
1950-51 that the coefficient of s:vings recovercd to the
level prevalling in the initicl period anc consuaption

/continucd to
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f£1lve rise, nd with the European ond Neorth-uamerican
consumption hibits,

Iy

The sudden risc f intzrattiornzl prices in July 1950
caused instrbility and uncartainty in Loatin america,these
fears being stgengthened by the areca’s close ssscciation with
the United ostutes and by tas influcnces of forcizn sxcannge
reselves on its policics and cXDe Ccta tions.

Ornice the rising prics tread originceting in the
hostilities in Koree nad come 5o 2 standstill, there were
clear indicaticns curiing the seconc hnll cf 1952 of a
decline in the rove of the induscrial cutput, both in the
United Hlates and Durope, owing Lo reduced expenditure on
militury defznee, which had been ong of the deternining
fuctors of the earlicr exp.asion and which, svea in 1951,
w:s lower than had becen expected, ths United States n.ving
cnosen to emphosize to incroase itvs manuiacuaring cnpacify
rather than to pursue a rearmament pélicy., This capacity
was 50 ner cent hirher ot the close of the war and the

moderate rate of increqse of nilitery cxpenditure foreseen

(o)

for 1952 sucwiests vhit Jefones nrosramiaes will not exercise
so stronge an influcncs on tnc consumer secbor, nor on the

volume of expourtsz. Ly the ciose of 1952, tae Government

of the United Statcoe hoo anncunced thse suppresion of a
nunber of contrcels and new projects cof besle industrial
cxpansion wrincipally conceraad with the muadacture of

stoel.

/Py the
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In 1951, United States exports to Litin .ucrica rose by 22
per cent, this tendeucy pivvialiing until the niddle of 1952,
when fereirn exchange nroblems becric more serious in certain
countries. Froadly speakine, I tin-‘mericonsninlice were
satisfectory, with the oxception of certnin procducts, such as
sulphate, cepper, aluninimmond rnickel, owing vo the shortape
or pressure of wemuncd. The United Stotes was Lble to satisfy
Latine-smerican demuind for steel and cxports frowm that country
to Litin .merica in 1951452 weee grester tlhan the expansion
of the gross nationul product.

Imports from CLurope, on Lhe other luand, did not rise in
1951 at the same rate as in 1950, and, ia Iuct, this rate was
even Jlower in 1952, loreover, therc were chanses in the origin
of thest¢ goods; for iustance, the United OHtates und, to a

~3

lesser extent, France, beliiwa ena Italy, cecrcased their

5

O
]

rclative share in the whole, wilereas Geraany = the nos
remarkable excention to the tenceiicy - increased its exports
substantially in 1950 and 1951, their level reuaining st ble
in 1952 by means of iull erwloyient oi thce productive canacity
ard by credit orransoements with the Lotin-wmerison countries,
Japan's experts to Litin .merica alsce increased between
1950-51, »articulirly to wrpentine and Brazil; they: however,
declined shorply in 1952,
The chang o in the tondeney in 0952 wos Zenerally due to
Uhie sihortage of forciyn exchanse in fobio wmerics and to
the restrictive measures acopted suosequentiy. L some cuses

/from the
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from Buropean countries., The poor cecuc hervests roised the
price level,in addition to wiich demand increased, so that
the price rose and then fell, 4dible oils and fats declined
between 1950-51 owins tu the expausion of.protuction,.

The pricesof textile fibres and hides, following
rearmiment progrommes,’ deelined to such an extent that
in 1952 they were lowar than before the Xorcan war. In some
cases this was Gue to the influcnce of accunulated stocks
and to the competition of sabstitutes, such as rayon and
plastics, whilst in oticr Cuses {Iiﬁi cotton) it was causcd
by the pood United St.tes harvests in 1952 and the crisis
which ganerally iffected tio tewtils incustry,

~ similar trend, though not so sharp, occurred in the
case of idnedible oils and fats uscd £or inaustrial purpcses,

In bricf, the factor of instability Qics in United
States purchasing and stocks policies, since Luropean
purchases werc on the wiole for cmergency purposes. Thus,
Latin america continues to aepend on the united Staves,cither
ot its stocks policies :nd the levels of uctivity and of its
gross precuct, which Jetermine its purchasssin the southern
arca, thereby establishing the copacity to import of the Latin-
american countrias,
Le The improvement in the torms of trade in 1950-1951
cenased towards the end of the latier yenr, this downward
tendency prevailidp throughont 1952, However, in rclation to
the United Stetes, and despite the decline in prices of certain

/raw metorinls
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smaller improvement © of exports bto that country; token
in conjunction with incrossad servicing charzes these trends
brougcht «bout a deficiv of 1,000 millon dollars - thet is
three times more than in the mwecoding year, During the
first n.Llf of 1952, ths swse tendency prevailed nnd a change
was observed only as froa the third cuarter and ot the cost
of severc import rostrictions., The surplus baicnce with
Burope in 1951, la2d to subetanticzl translers of cold and
follars to seversl Lotin-lmoricencoantries., However, for the
first time in the'post—war pericd, thers was a deficit in
1952 veuuiting froa the decline in demne for Lotin-.merican
products,‘u@ thet this suirplus could ne larger be uscd,as
had becn the case previously, as a neans of covering the
Geficit with the United States. This was the cause of tie
cxchange difficultics of certain countries such as argentina
and Drozil and the loss of rescrves, desoite tronsfers in
the C?pital ageount . The 1951 surplus wich Joapan, practically
dgisappeured by 1952,
3 Despite the special conditivns of the different Latin-
nilerican countrics, there wes o gubstontial expinesion of
imports in nearliy all he orea curid 1952 unda 1952, owing
te the influence cxerocised by the increased volume or ;00ds
and sorvices aveil.ble for consumption, the supply policy for
row meterials which it was fearcd nicsht be in short supply
and the prefercnce which continued to te shown for imports of
canital roods.  Bxport price levels declined and although

/theSe trends
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olightly cifferent tendencies ware observed in 1952,
frelimin. ey fifures indiecate new net United Stutes private
investments amounting from 250 to 300 dellars, in addition
to which there were loans authorized by the Export Import
Bank and Intoeranticnal Bank for Gec¢onstruction and
Development

The rele of foreign eapital in Latin umericz cannot be
judged only from the st.undpoint of the net inflow of funds;
it is also necesscry to take intoe account tho reinvestment
of profits which in soma cises, such as tnat of Veneszuela,
represcnt an appreciable sum,

During the prst few years, the principal incrcments in
Unitcd States investment were thase in Venczuela, Brazil,
Chile, Cubn and !exico, However, sincc 1250, net investment

- excluding reinvestment - was nerative in Venczucla and
tericed to decline in the reiaining countrics,
rrented Latin america loans

(]

The United States Government
through the Jdxport-Import Bank for the purpose of making
basic investments, particularly in encrgy and transport. The
Intermational Bank for deconstruction ance Dovelopment granted
similar loans, amounting in 1952 to 355 million dollars, or in
other werds to one quarter that of the Bank's total
operations since its estiblishment in 1946,
6. From the above, it will be seen that the impact of sharp
ulscquilibrium in the balance of Litin-.merican payments tends
to fall, as 1t did in 195152, on nmcnetary reservesand shorte

shortetorm
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develeopgunt: t.ndencies, torether witn the uncertaintics
cencerning future supplies, enabled dumports, to attain.an
unproecedentud guwintwn in 1951, despite a 51i~ht cetericration
in the turms of trade. .ltiough velune of exports. reniined
st.tionary this detericraticn on the whole broashit cbout 2
reduction of 2.7 per cent in the cuapacity to import. The
cecline of imports in 1952 ccunteracted the upwarc tendencyes

There e snerp diffcrences in the o gregate figures
erising from the diflerent Incividual positionsol the specific
L.tin-.merican countrics. rhe increment of imports in 1951
can be ascribed wainly to Brazil, Cuba, Mexico, Uruguay and, TO
& lesser extont, rera, scuader, Chile, the Contral-smerican
Aspublics, Panamt, the Dosinicrn sepuclics, Janamsz, the
Duminican wenublic cad laiti. In wrionting, Venezuela and
Bolivia, cn the other aoad, iaports decreised,.

Jleonwhile tierc was 4 sliynt accline oi caports in 1951,
coused moinly by argentine,nnd .exico. In fnch, in severdal
countries, the figurce were aijiner than vhe aver:ge for the
veriod 1L947-49 and in soue ¢o.ses - such neg Venczusle, reru,
the Duminic n nenublic and Hicirasw w suabstraticd
imorovencnts wors ohscerved.  Breadly sonoking, countrics
expurting wining procuchts showed nn vpward tundency in
contr- st with the cuecline of apricultural exports.

The terus of tr.re icliowed difierent trends in thece
countries; wherews in argentina they declined 20 per cent in
1951 wnd almost 50 prr cent in 1952, they iaproved for the

/i jority of
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carli.r pericd, despite an rise in cbsoluve terns of 13.6 per
cent and : ver copits increment of 5 per cent. .ttaention
should be wrawn to the increase of laperts in agricultural
machinery.

24 In certain cuountries, the chanies in the composition of
imports present specicl chwrecveristics, Wheres in argenting,
Brazil, Colombia and Venezuela tidre is o rel.tive decline in
imports of cevnital ¢ oods, in kexico anc Cnile the opposite
tendency was obanrved. In the foraer, these goods represented

5C per cent of totul imports. Lo Lroenting, Colombia and
Venczuela, raw materials have hecome increasinsly important,
2lthoucrh in cther countrics thev ars less cutstonding. in
increase of fuel imports was cbsorved in ..roentina and Chile.
3. Letin-umerican cxpurt trode coatinues to be duminated
by a few »roducts, 14 of which represont 70 per cent of the
tetals  Howsver, importont changes neve recently occurred
within the group.

In 1951 the shhre of potroleum in relation to the total

aas 2443 per cent of the guantusa, dus to the influcnce of

rts of this procact from Veaesuela (91 per cont)e.mxports

A

N

eI

C

alsce increased froa Colombic, Hexico nd fCuGor.

wheat «nd whewo=flour sxports rose in 1950-51 but
sracticnlly disappearcd in 1952 owing te tane intensive drought
in .rgentina in the proceding: year.,  For siuiler reasons,mcize
exports declined sharply in 1950 and 1951. There wes also a
subst.ntial deerease in beef exports, both in 1951 and 1952,

/ “wientoto -
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wheot.  Zinc and tin declined less sharply. On the other o
hand, coffee and banana vrices remained stable. Since impurt
prices rosec slightly in 1652, the terms of trude decteriorated
by 9 per cent. In 1951 the luvel wue L) per cent below
that for 1950, which was the hignest in the postewar period,
dzspite rising export prices, which were causcd by the sharp

inecreass _f imports.

iaill THREE

ThI @ uibUTial SLCTOnS OF

GO TON
Chau TEit Ts LGRICULTURL
1. Despite certain favourabls factors - some of external
origin, such as attractive internaticnal prices and cthers
of domestic origin, for instance developrient prograumes
which increasc demand - there has been no progress in Latine
american apgriculturc. .lthouwsh some countries have exnanded
cutput, cthers have been subject to the influsnce of adverse
factors, (argentina). .. prolonped drought and « policy of
buying up stoucks at ilower prices tinn those prevellling In
the intoroe tionel aaket, cwused tiklo country's catput ©o
decline to such an extent thy t Lotin-acricuan output as a
whole was redaccd by 2 per cent in 1992, as compared with
1951, instead .f showing an increase »f 7 per cent, as
would cecur if Lpeontine were cxcluded Ifrua the ce.leculatioun,
This indic.tes, =t the $ouwe tiwme, tae iniflucnce which

aprenting iy urcs beer on tiie bubuls for the arews Certadn

/cecreases in
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allG davelcpment ¢te. It shoeuld be berae in mind that the
cotaining of exportsble services coils for a [reoter efrlort
now before, since dumestic conswavtion, stimualated by higher
revurns, wbsorbs an ilncreasing preportion of vutput,

2 Tno dewnwerd tondsancy of ywricultural vaiput is due
mainly oo the influcnce »f .argentine cereals and Braszilian
coffecs wWith the ¢ of srowth of the populsation, per
canita output declined coatinnously and in 1952 was 4 per
cent lower than in 1951 and 1247, wnilst, as comparcd with
the pra-war poaricd, the decline was cquivalent to 10
porcent. The influence of this »nhenomenon was relt on
exporteble tal.ances, cdespite bnn ilacrease of oxport prices
and of the rezl rross product in the unit.d States wnd the
United Kinjdom, who wsere Lutin-.merica's tradicional
customers., The cuantum of a-riculturcl wxports fron
Letin-ameidcr In 19510 was coulvalent te cenly 88 —er cent of
the 1948 irure while inil¥52 practically no whenco and very
litcle mais, linsced and noat were expertud. Soubon und
banana exports improved siizhtly, whilst thesc of wool end
sugar rosc substentiolly.

In the majority oi coautries the incrument of
conswapbion ceuld not be covered by dumsestic cutput, so
that imports were oxpulidéd. a3 @ rosuit, cowntries which
Tormerly bought fiom ‘oroenting, hed to cbtain their imports
cleewhere, usins dellars for tols purpesc. Dxcluding
LTrentina, per caplta sutpuh in the rest of Letin .merica

[ruse 8
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be sown in addition to the maximun attained earlier. The
incentives provided consist in minimun prices, imports of
agricultural machinery, labour and crop transport facilities
and nlanned credit systens.

Brazil has Igid strees nn the expansion of wheat growing,
formulating o programme covering the building of silos and
refrigerated warehousss, mechanizati on and increase of the
yield of thoe coffee plantations,

A technical mission sent by the Bank for Reconstruction
and Development and the United Watlons Food and Agriculture
Organization go~gperatad with thie Chilean Government, As ®
result measures were talzen to proaoste cettle and dalry
activities by granting credit facilities and promoting -sanitary

campaigns, as well as offering tscunicnl advice, collaboration

2

in the building of silos and stables ehe., and also 1n the
) b

~

effort to expand and improve wheat production.

Mfoxico emphasizesthe importuance of an irrigation progranme

==

as well as genetic improvement of crops and particularly of
maing,wheat, beans ajdnioli and rice., A short—-term plan to
improve naize and been supplics was recently announced » It
should be borne in nind that these are the basic products in
Mexican die..
Parsgusay hos establiched goals for the cultivated area in

1653, including 12 products, particularly rice and potatoes,
with which it 1s hop.ed to increagse the cultiveted erea by 47

per cent, ag
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to the 118 thousand which it wag belicvaed ars at present in
use. Most of this progrosa was limited to Prazil, Uruguay
and Venezuela. In Argentina, however, where replace
recuirements are mdre acute, the foreign exchange necessary
for such imports was not available, |

Chilesn nitrate exports made Latin America a not
cxporter of fertilizers, but, of course, thers is a deficit
in phosphates znd potassium. Tt should be pointed out that
Argentina, Bragzil, Chile, Colornbia, Mexico and Uruguay are
already menufacturing phosphated chemicals, the mein producer

being Mexico.

CHAPTER 11X, INDUSTRY
1. After tho post-war readjustment, the process of
industrialization was again stimulated in different countries.
In Brazil, Mexico, Venezuecla, Colombia and Chile, the rate
of industrial investment rose oegoin durine ths past three
yesrs, in some casces with Tinanciel or technical coopershtion
from United States or Buropean capitul or that of other
origin. In Poru, Uruguay, Ecuador and other countrics whorc
consumer industrics predoninate, therc have beon several
difficulties. TIn Arcenting where industry is developing,
output did not recover its postewar levels and, in fact,sharp
declines wore noted during sceveral .aonths of 19b2.

Make v regossgiialo during the past 15 years, the volume of
industrial output expanded at a higher rate than the gross of

/thae population
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when it has fallen =2t on evon sharper rato.

Consumsr industrics have cncount.red domostic obstacles
such as tho structure of the prose national product which
limits th: possibilities of consuuptlon of « substancial

o

proportion of output. Other hindrances consist in poor
harvests which by lowering hhe grbss nroduct accruing froo
agricultural ectivity, have nt the samc time lowored demand;
there have likewise beon difyicultles of oxternal origin,
such as comnetitior from imports. The case of tho textile
industry amply iillustrotes tiw Jn-ummuni. This activity
wao hindered by »isins cotuon nnd ofl prices at a time when
the roal product of many sewetirs was declinirg  and
compatition rose i'rom irmported textiles os well as rayon
products and othor oriilfielsl fibree.

The sharpest dovelopaents wire thove of cnpital goods.
Bagic iron Audé stonl 1afustrice ovoondad la Zafl and 1952
{n Chile, “reentineg, Colombin ond Prru. Trazii and Maxico,
likewlse conbirucd to nxtend their canaclty and bthe volume
of outnub,

Totel nroductive capeciby of stecl ingovs in Latin
America reached 1 iiiliicn toar by the ona of 1902,
representing an ilncrease of 1CG pur condt in 5 years.Avorage
coment production hne docelinad frow the nnnual average of
Lial invostments have beew made in

1¢ million tongo., Oubsban

the manufacture of basic chumicals ss well as of antibjotics

/and other pharmaceuticd
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ochieved in order to ensure mexinunm utilization of

investrments,

CHaPTER TII. MINING

1. Copper, lead end zinc are turee metals which are common
to the majority of the mining countries in Latin Americé.

The analysis in thie chapter will be limitel to thcse metals
since they are mainly produced for export purposes,domestic

consumption representiing onlv & -small proporticn of total
output, despite the rscent irncrease craated by the

development of metallurgical irdustries. Since the majority
of the producer cowntries do nuht consume the metal, it is
generally exported in she forr of concentrates or unrefined
ingots for subsecuent refining in overseas industrial
centres. With certain exceptions, such &s Chile's copper,
the se products do not enter to any significant degree in
intra-regional trade.

There was substantial demand for the three products
and prices have been high since July 1950, although thev
weakened during the second half of 1952. 1In scme cases,
such as Chilean copper, the influence of local incentives
was not fully felt, since the Government absorbed the
difference which was obtained over and above control prices.

In some countries, morsover, there are other ractors
which limit and hinder the expansion of mining, such as
transport deficiencies and the laclk of adeouate electric
power facilities,

Moreover, sudden price increases have generally
failed to inciease capacity, owing to Lhe substantial

investment s recuired tothe ﬁncértainty of the policy adopted

by the different court ries anditha. insecurily which causes Latin-

American production to be complementary to Hhat.of-ghexlnited

States, compelling it, therefore, to depend on the
/fluctuations of the
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at a rute of 9,7 per cent annually in the eight principal
countries,

The importarce of the ensrry probler 1s also underlined
by the substanticl copital recuired for expansion purposes,

when it is a cuestion of fuels or hydrocloctric power, ond
tuking into account tramsport diiffiwltics and the long

pericd recuired to develep sources of eroray.  Similarly,
difficulties srise in cennzetion with the foreign exchinge
rocuirad for fuel inpats,

although the majority of theco towvstries aze  a
arbstantial rroportion of five-wood, thiere 1s an evident

B

teéndency to substituts licu d min.r.] Mols for technical
reasons, nd due to the exhaustion of forestry resources.
2 The present shortage ot electric power hos led most
countrios to introduce rationing or restiictions on
electricity consumption,., The situation is aggravated by
the need for renewal ol coulpnent or by the necessity of
depending on fuel irports. osome attempts have been made to
mzet the present rate of expansion of consumption.

Since per capita consumption is relatively low,there
is an ample margin for expansion. lNoreover, very
considerable differcncas mav he onscerved in the levels of
clectric power production. Theress argentina and Chile

1

produce 4 total of over 300 XJH per capita, followe oy

Uruguay, Cuba and Costo Rica, wveraging betweoen 200 ond
300 Yol per cupitn, the remdining countrices show much

Jowery levels which cre dirceetly rolsated to the stage of

D

cconomic developreant ctbnined, the eypinesicon of urbanization
and the inadecuate inceatives Jor planning and investment,
Vorious wmethods bhave been adopted. In some countries,

the fact that the plants are privately owned hampers

/programring on a






	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39

