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INTRODUCTION

The Second Regional Appraisal:of the International Development
Strategyvprepared for the sixteerth session of ECLA contains a
formidable’bulk‘of information, unavoidably compartmentalized by
sectors of social and economic¢ activity and conditioned by the
differences in types of data and tools of. analysis available in each
sector. The follow1ng pages attempt to summarize this material, at
the risk of excessive over- simplification of complex and 1nadequate1y
understood processes. What important general conclusions and policy
guidelinesdemerge? ' .

The mest striking conclusion is at first sight paradoxical:
Latin America as a whole during the early part of the 1970's has
experieﬁced more dynamic economic growth than in the past, exceeding
the 6 per cent minimum target for annual increase in GDP set by the
IDS, and its economic and social ‘structures are changing significantly°
The growth and change, however, have not responded to 1mplementat10n
of the international trade and financing commitments of the IDS nor
to national achievements in planning. They have not brought about
any alleviation of concern over present shortcomings and fﬁture dangers
in the prevalllng style of development, and they have generated new
stralns on the capaclty of the countries to face new challenges
unltedly. o _

Three different but overlapping stages can be detected durlng
the short perlod since the beginning of the 1970's, with the
situations of many individual countries shifting markedly during
the tﬁb latter stages oWing to factors almost entirely outside
nationai or regional control.: First, from the late 1960's through
1972, relatlvely steady growth predominated, with industry and
construction the dynamic elements, but with.a slump in agrlcultural
production in 1971 -1972, owing largely to climatic factors,
constituting a serious handicap. Second, in late 1972 and 1973 the
terms of trade for various leading products of the region began

to improve with remarkable vigour (even if these improvements did
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no more than compensate for deterioration during the previous
decade), the export-oriented branches of agriculture responded to
the price stimulus, as did other export-oriented activities, and the
economic growth rates of several countries rose. Then, mainly in
1974, various repercussions of the well-known world crises struck
the region: bringing large immediate gains to countries able to
export o0il; raising the prices of a few agricultural and mineral
products still higher while sharply depressing the prices of others;
threatening curtailment by the world centres of Latin Anerica's
rising exports of manufactures- drastlcally ra1s1ng prices of
imports, especially for countrles lacking domestic 011 supplies;
intensifying the strain on balances of payments by combined import
costs, debt amortizations, and remittances of profits; generating
rising rates of inflation and cohsequent social tensions in almost
all countries of the region. While these factors have not as yet
been reflected in falling ecohomic growth rates for the region as

a whole, they are inducing sentiments of insecurity concerning the
future and alarm over the self-productive measures of the world
centres that contrast sharply w1th the optimism of the years
1mmed1ately preceding.

A second important general oonclusion refers to the accentuation
of pre-existing differences'between the developmental achievements
and capabllltles of the Latin American countrles. In chapter after
chapter of the Second Reglonal Evaluatlon one finds that averages
for Latin America are domlnated by three or four of the countries
with the largest populatlons and territories, comprlslng about
three fourths of the regional populatlon, with two or three of the
smaller countries oonforming to the averages for speclal reasons,
The remaining countries, which although much more numerous only conprise
less than a fourth of the reglonal populatlon, were in lower positions
according to most 1nd1cators at the beginning of the decade, have
since lagged behind in rates of growth and in indicators of
structural change, and appear to be particularly vulnerable to the

present crises.
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The individual countries in both groups naturally differ
from one another in important respects that cannot be discussed
here but that can be traced in the full text. A few countries,
because of radically different development strategies or unique .
~internal political and economic crises, cannot be identified with
either group. In the first group, the.fact that the exceptional
economic dynamism of the most populous country .of the region is
particularly influential in the averages, does not mean that there
were great differences in the :performance of the countries, since.
the group as a whole possesses relatively large.internal markets,
varied natural and human resource endowments, important pre-existing
industrial bases permiting recent diversification into the more
basic branches of industry, and relatively low dependence .on -
agricultural exports as well as agricultural imports. One . or two
countries somewhat less well-endowed with these advantages are able
to more than compensate by their export. surpluses of oil.  These.
first-mentioned countries have been:able to maintain relatively high
rates of investment-and internal saving, and :their capacities to -
cope with the . difficult immediate international prospects are
.relatively strong. At the same .time, these countries are not
succeeding in overcoming internal structural heterogeneity or
reducing significantly the dimensions of extreme poverty and
under-utilization of their human potential.  Most of them have
enormous rural populations that are still growing in numbers in
spite of rapid urbanization and that remain marginalized from
opportunities for livelihood or participation in the national -
societies. The present trends of change in their social
stratification and the strengthening of the ''consumer society" for
.urban minorities associated with their styles of development, along
~with the nature of the role of the transnational corporations in their
- industrialization processes, stand in the way of their achievement
of the kind of integrated development called for by the IDS and the
. Quito Appraisal.
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‘The majority of the remaining countries have lower per capita
income levels, while their incomes are just as unevenly distributed
as in the countries of the first group. The internal markets are
small and they have been unable to advance to any significant extent
beyohd lines of consumer-goods industrialization. Their efforts to
compensate for small domestic markets through sub-regional economic
integration have had only limited success. Their dependence on
agriculture is high, but they are less able to feed their people
adequately than are the large countries, and for many of them meagre
land resources combined with underemployment rural majorities mean
that modernization of agriculture and concentration on agricultural
export products can have é'high cost in terms of food production for
the domestic market and livelihood levels for marginal rural '
labourers and small cultivators. In general, their rates of
population increase are even higher than in the first group of
countries, the rates and levels of urbanization are much lower, and
the likelihood of significant declines in fertility in the near
future more problematic. Although their output of professionals
and skilled personnel is lower than in the first groﬁp of countries
in relation to population size, they are also less able to hold the
qualified personnel their educational system produce; they are
particularly affected by the so-called "brain drain''.

These relative disadvantages are not new, but it is ominous
that they seem to have become more pronounced for most of the small
countries during the early 1970s in spite of general recognition
of the need for special measures to redress the balance aﬁd determined
development efforts on the part of many of the countries. Within
the prevailing style of development of the region, the very fact
that the larger countries are achieving more dynamic economic growth
‘and diversification makes it harder for the remainder to compete for
external financing and technology, except at the price of concessions

and sacrifices that the more favoired countries do not need to make.
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In fact, for all the differences indicated above, ‘the. present
conjunctufe confirms that the development of both groups of countries
remains excessively condltioned by short term changes 1n the economlc
situations and policies of’ ‘the world centres. , .

Recent events have conflrmed the soundness but also thrown into
relief the difficulties of appllcatlon of the recommendatlon in the
Quito Appraisal concernlng 1ntegrated development.: Progress toward
reconciliation of high economlc growth rates and the achievement of
a more just social order has been 1ess than could have been hoped.
During the years of favourable economlc growth rates and rising export
prices the well-knoun predlsp051t10n to postpone structural refornms
in the expectation that esconomic growth would eventually open the
way to an easier solution of soclal problems once more came to the
fore., During the more recent perlod of 1nsecur1ty, while the need to
relieve social tensions and act on unemployment and poverty has become
more inescapable, the capacity of the’ governments, especially in the
smaller countries, to subordinate the1r actlons to an integrated
development strategy and allocate resources ‘on the bas1s of long-
term plans is overwhelmed. Contlnually changing cr1t1ca1 situations
force them to devote much of their attentlon and resources to coping
with shortages of essential 1mports, surpluses of export products
that do not find an adequate market, and financial imbalances of
many kinds among which price changes stand out.

At the same time, the objectives of redistributing incomes
and enlisting full participation in decision-making that are central
to the Quito Appraisal's concept of integrated development encounter
an apparently inexorable need to centralize decision-making to control
unstable situations that discourage production, stimulate speculation,
and encourage the strongest groups in the population to advance their
immediate interests at the expense of the rest.

The most dynamic opportunities for economic growth in the
medium-term seem to be associated with a new international division
of labour emerging under the aegis of the transnational corporations,

and this also presents complex challenges for the unity and autonomy

/of development




of development strategies, at the regional as well as national level.
Nationally, the formulation of an integrated development strategy
enjoing broad understanding and .support becomes an eéssential means
of ébﬂtrolling the impact on patterns of production, consumption,
investment and resource use. Regionally, an integrated strategy
beéomes an essential instrument to achieve a more equitable new
intefnational economic order.

The following summary of the Second Regional Appraisal has been
divided into two parts. The first describes economic and social
development in Latin America, focusing on the period 1970-1974 and
coming as close to the present as possible, although many important
categories of datavare still lacking for the more recent years and
in some sectors it has not been possible to do more than set forth
trends identifiable from 1960 and 1970 census data. The second
part describes recent international economic trends and their
repercussions in Latin America, and endeavours to show to what
extent the present changes in the international economic plane are’
of a transitory nature and to what extent they constitute the
seeds of major long-term transformations in the structure of

international economic relationships. -
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I. ECONOHIC AND SOCIAL DIVELOPHENT IN LATIN AMERICA
A. HUMAN DEVELOPMENT AND SOCIAL CHANGE

The high pcpulation growth rate characteristic of Latin America
- about 2.8 per cent annually for the region as a whole - will persist
throughout the 1970s, although probably beginning to decline
appreciably by the end of tﬁe decade, as declining fertility in an
increasing number of countries begins to outpace the slow continuing
decreases in mortality rates. The predominant youthfulness of the
population, wiﬁh more than 42 per cent in the dependent age group '
0-14, will not change significantly during the 1970s except in a
few countries. leither will the high oyerall rates of urbanization
nor the Very unéveh spatiai distribution ef population. - In 1970,

4O per cent of the regional.population lived in centres with more
than 20,000 inhabitants. 1In 1930 afmajority will be living in such
centres. During’the 19705; the cities will grow by 75 millions,
40 millions beiné absorbed By cities that will have passed the one -
million mark by 1980. The overall population increase means that
the more densely populafed afeas are growing in size and merging
with one another to form continuous belts rather than islands, and
that the practically uninhabited parfs of»the region are shrinling,
but the sPatial'fédisfribution of population is very limitecd in
comparisoniwith thé volume of urban growth; although the population
in the half of fhe Soﬁth American continental territory that was
nearly empty in 1950 more than doubled by 1970, this half contained
less than one twentieth of_the,continental,population in the latter
year. k ‘ . ,

Thexindiﬁidual counfriés_cdntinue to show wide differences in
demographic patterns and trends, and these differences are associated
significantly with wider differences in their societal characteristics
and the develonmental problenms they‘now confront: (a) Four countries,
with about 15 per cent of the regional population, have either

completed a demographic transition to moderate rates of population
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increase or are in the midst of such a transition; one or two other
small countries may be on the point of joining this group. In three
of these countries 60 per cent or more of the population was urban

in 1970; the rural minority has ceased to grow in numbers and can
make only a moderate contribution to future urban growth. The rate
of urbanization is thus slowing down. (b) Five large countries account
for 68 per cent of the regional population and thus dominate regional
averages. All of them have rates of population growth at or above
the regional average, but most of them show incipient declines in
fertility anc have a reasonable expectation that by the end of the
1970s their population growth rates wiil begin to decline, although
remaining high for some time to comeo. All of them are experiencing
rapid urbanization; between 1960 and 1970 urban growth accounted

for nearly 70 per cent of their overall population growth, although
in only one of then did the rural poﬁulation cease to grouv. Their
relatively dynamic processes of urbanization, industrialization, and
social structuralvchange afe the main reasons for expecting
corresponding shiffs in their demographic patterns, although several
of them have embarked on population policies designed to promote lower
fertility. (c) The eleven remaining Latin American countries comprise
about 16 per cent of the regional population. Kight of them have
growth rates above the regional average, in most cases these rates
rose somewhat during the 1970s, only a very few show any indications
of incipient fertility decreases, and in several relatively high
mortality rates indicate that even higher population growth rates

can be expected if mortality drops. These countries are more
predominantly rural than those in the first two groups: in 1970
slightly less than one fourth of their combined population lived

in centres with more than 20,000 inhabitants. Between 1960 and 1970,
their combined réte of urban growth was over 5 per cent annually,

but the rest of the population increased at a rate over 3 per cent,
so that the urban centres absorbed only 37 per cent of total
population growth. While these countries differ widely among

themselves in the ratio of land and other resources to population
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and 1n other relevant factors, it can be concluded that in most of
them demographlc pressures are more 1mmed1ately threatening and
the likelihood of spontaneous adJustments in the course of
development smaller than elsewhere. Thus it is not surprising that
‘Governments in this group of Countries have been particularly
receptive to population policies‘incorporating targets for reduction
of birth rates. It is too early, however, to appraise the
effectiveness of these policies. d) The Caribbean countries,
comprising less than two’per cent of the reglonal populat1on, differ
among themselves, but a number of them are exper1enc1ng demographic
pressures rather similar to those of the other small countries,
conditioned by the greater 1mportance of emlgration as a safety-valve
and the earl1er adoption of measures promotlng lower fertility;
their overall population growth rate is now about 2 per cent, well
below the Latin American average. . '
The above demographlc trends and“differences between countries

have been evident since the”1966's or earlier,'they have not changed

v 'very much except in cont:nual 1ncrease in dimensions of the phenomena,
and only a few countries comprlslng a quite small part of the

. reglonal populatlon have ‘shifted markedly in their demographlc
patterns. Internatlonal mlgration as an aspect of demographlc
change, however, has acquired renewed importance in Latin America
since the early 1960's.” Its predominant traits have changed’
completely since earlier periods; and these changes“constitute
symptoms of major shortcomings in the capacity of the prevailing
style of develOpment to incorporate the human potential. First,
Latin America is now a region of net emigratlon° Second, migration
between adjacent countries, prlmarlly composed of unskilled workers
from rural areas endeavourlng to escape from extreme poverty and
under-employment, is reaching’ conslderable slze° This type of
mlgration, the 1argest numerlcally, is really an internationalization
of the typlcal 1nternal mlgratory flows, to the cities and to
unoccup1ed land. Th1rd, emigration to the countr1es of North

Amer1ca, Europe and Oceanla (and to a lesser extent from the poorer

. - " /to the
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to the more developed countries of Latin America) comprised of
professionals, technicians, and skilled workers needed for the
development of their own countries, has increased steadily. The
world situation and increasing unemployment experienced by the rich
and the developing countries alike suggest that the pressures
stimulating these different types of migration will grow even
stronger, while most countries' readiness to receive immigrants

may decrease abruptly, causing tensions between countries and within
the countries of emigration as this safety-valve is blocked.

The social stratification and the life-styles of Latin
America have changed markedly during the 1960's and early 1970's,
in ways that can be only partially and provisionally deduced from
existing statistical evidence. The changes are most pronounced in
the larger, rapidly urbanizing countries with relatively dynamic
and diversified economic growth, but.they can be identified, with
differing salient features, in nearly all countries of the region.
Assessment of the different dimensions of change through statistical
indicators reveals significant inconsisténcies that can be
attributed to the capacity of structurally heterogeneous styles
of development to afford some kinds of participation more easily
than others and also their inability up to the present to meet the
basic needs of large parts of the national populations:

School enrolment at all levels has grown markedly during the
1960's and early 1970's, but middle-level and higher enrolment has
grown much more rapidly than primary, and the share of public
financing received by middle and higher institutions has also grown
. disproportionately. Primary education in most countries has not yet
attained universality, and a good deal of the elementary education
offered, particularly in rural areas, is too brief and poor in
quality to accomplish the minimum objective of functional literacy.
The pre-school institutions and supplementary programmes needed to
offset child malnutrition and family settings unfavourable to
education remain very limited in scope. In 20 countries between

1960 and 1972 or 1973 primary enrolment -increased from 25.millions
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to 44 millions;;middle:level enrolment from53r7“millions to

12.3 mllllons' and hlgher enrolment from fzve hundred thousand to
2.1 millions. During the early 19705 annual 1ncreases in higher
enrolment in some countrles have climbed above 20° per cent. The
huge size of the group now . graduatlng annually from the mlddle
schools, malnly from unlver81ty preparatory courses, 1nd1cates that
the pressure for mass higher education will become even more intense
during the remalnder of -the 1970s. ‘ : :

The proportlon of the economlcally actlve populatlon in urban
occupations that can be classified as 'upper" and “middle" in
status (roughly non-manual occupations ranging from employers and
professionals. to salarled employees and sales personnel) has also
increased markedly, but not so phenomenally as middle and higher

education. The 1ncreases in. these: occupatlonal categorles ‘have
practlcally offset the . decreases 1n percentages of active population
employed in lower-stratum pos;tlons in the primary sector (malnly
manual labour in agrlculture) In the maaorlty of- countries, the
) percentages of populatlon in urban lower-stratum (manual)

' occupatlons have grown only slowly or remalned constant, although
the absolute numbers have: 1ncreased because of the rapid overall
g growth of the urban labour force (see table 1 for data actually
avallable for nlne countrles). These trends suggest several
important conclu81ons, althongh these conclusiOns can be offered.'
only provisionally in view of the shortcomings in reliability and
. comparability of the data. TFirst, the data do not bear out
predicticns of an overwhelming relative growth of an urban sub-
. proletariat or ”marginal population", fed by rural migration to
- the cities. The urban societies seem to have been capable of
offering channels for upward mobility absorbing the greater part
of the growth in theirllabour force. Second, the processes of
. upward mobility have produced urban occupational structures
containing high proportions of persons who contribute only.indirectly,
if at all, to production, many of whom are employed by the State..

‘These occupational categories undoubtedly include many roles

/Table 1
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essential to the functioning -of .a modernizing urban society, but
the rates: of increase -and the. internal composition seem to have
been determined more by the unbalances growth. of .the aducational
systems .than by societal needs that might.be deduced from the -
national 'styles of development. Third, since middle.and higher
educational ‘exparision hes been more rapid than the expansion of
the corresponding occupations, the formal-educational requirements.
for admission to these occupations have continally risen... Around .
1960, as various educational studies have pointed out, the holders.
of middle and upper occupational positions tended to be under-
educated for them. - Now they tend to be over-educated. While theg,
pressures for: further expansioen of middle:and higher education

and for jobs corresponding to the expectations of the products of :
such.education are both bound to increase, it is unlikely.that the.
rast rates of expansion ih either area can be maintained much:
longer, except by.a few countries with unusually aboundant public-
sector revenues. It follows that both of the two main safety-
valves relieving pressures for upward mobility within. the
urbanizing: and. modernizing societies will lose their capacity to
carry out this function at manageable cost. : _

Income distribution: data suggest a higher degree of.
concentratioh of gains from develppment than do the educational
and occupational data. -After more than a decade. of national
P°1iCies‘aimed‘atxmore.equitable distribution of incomes, dincones
in Latin America remain more. concentrated than in most other parts
. of the world, and the gap between groups near the top and groups .
near the bottom of the income ladder has. widened. At the same
time, in the majority of countries, the relative size of the groups
at and near the top that have made disproportionate income gains
seems to have increased, while overall national income rises .have -
been large enough so that the groups near the middle of the income
ladder have gained something. in absolute terms even if their share
of total personal income -has declined.

Lo

/The processes
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The processes of urbanization, modernization and monetarization
of consumption affect the meaning of the monetary income galns for
income~receivers at all levels. In the upper-middle strata
cbnsumption aspirations have undoubtedly risen faster than incomes,
in particular through the manifold repercussions of the automobile
and television on ways of life. In the lower-middle strata, and to
some extent down to the lowest strata, aspirations for modern
consumer goods and expenditure needs deriving from the complications
of urban life exert pressures on incomes that divert resources
from the needs generally assumed to be basic, even the‘need‘for an
adequate‘diet, The modest gains in monetary incomes in these strata
thus do not necessarily mean higher levels of well-being, either
objectively or subjectively. Since 1973, moreover, inflation,
previously_chronic in only four countries of the region, has almost
everywhere been.introducing new sources of tension and insecurity
in the struggle for a larger share of income, even for the groups
that are able to hold their own or better. ’

The exceptionally uneven distribution of incomes and the
persistence of mass poverty derive partly from the distribution of
power in the societies and partly from inability of the prevailing
style of development to incorporate a large part of a rapidly
growing labour force into occupations productive enough or enj6ying
enough social demand to afford adequate incomes. Attention has
centred on the rates of growth of employment in modern industfy,
generally lower than the rate of growth of the urban labour force
even where industrial production has expanded at satisfactory rates,
on the practically stationary demand for labour in agriculture, and
on the relatively rapid growth of employment in services. Fre@uént
assertions that the prevailing style of development inevitably
brings about increases in the relative importance of under-
utilization or '"marginalization! are not supported by the weight
of evidence, but neither has it been demonstrated that this style can
lead to significant reduction in under-utilization. It nGW’éppearé,

mainly from a series of national studies carried out by the Programa

/Regional del




Regional del Empleo para America Latina y el Caribe (PREALC) that
the main shortcomings 1n most local settings are not-open - '
unemployment of male fam:ly breadw1nners nor underemployment in
terms of abnormally shor1 worked .periods, but full-time

employment affqrding very low or fluctuating incomes, and inability
of youths to find jobs matching their expectations.

The foregding information shows that large population groups
which suffer extreme poverty in the form of acute physiological
deprivation are placed in an extremely disadvantageous position, in
both relative and absoluie terms, Although admittedly the proportion
in this situation in Latin America is smaller than in extensive
areas of Asia‘and'Afriea;‘the problem affects large representative
sectors of the population. B : -

In any case, it can be asserted plausibly that .the larger,
more dynamic national soc1eties, along with the longer-urbanized
societies, now have the material capacity to eliminate acute
physiological deprivatior, providing for all diet and shelter meeting
minimum requirements for health, plus, a minimum of universalized
educational and health serv1ces and an ‘upgrading of productive
capac1t1es, without an unmanageable diversion of .resources ‘to the
poor or radical transformation of the style of development.

The”great reservoir of extreme poverty remains in the
countryside. For all the diversity of rural social and economic
changes in recent years, with capitalist modernization of-
agriculture progressing vigorously in some zones, exploitation by -
commercial 1ntermed1aries taking new forms in others, co-operatively
oriented agrarian reforms predominant in a few, one element seems
to be nearly universal, increasing marginalization of the weakest
parts of the rural population (landless labourers, minifundio
cultivators) from access to productive or income earning activities.
Some of the resulting poverty is transferred to the cities or to
zones now being opened to settlement, but the poorest groups
probably have less propensity to migrate than other parts of the
rural population, because of their greater lack of education and

skills. Their poverty may thus be nearly invisible to the rest of

the society, receiving no services and exerting no pressures.
/The deficient
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The deficient nutr1t1on of children under five years of age
has emerged as the most alarmlng and 1ntractab1e facet of the
problem, in v1ew of the long-term 1mpllcat1ons for quality of the
populat1on and the partlcular dlfflcultles of getting the right
foods in adequate quant1t1es where they are most needed.
Malnutr1t1on in children is usually due not only,to a deficiency
of protein but more particularly.to a oombination of low energy
intake coupledeith inadequate protein utilization.

Moreorer,’although improving the adequacy of food supplies to
the lowest-income fam111es is essentlal, it is nevertheless
1nsuff101ent, since prote1n-energy malnutrition of very young
chlldren derives partly from culturally determined patterns of
dlstrlbutlon of food within the family. Thus, the prescription for
”treatment‘of the total environment of the childh is unavoidable,
but hard to realize within settings of extrene poverty,

'Tne chroniCally low standards of housing associated with
rural or urban poverty have neither improved nor deteriorated very
muche In the smaller towns and cities the main change has been the
marked 1mprovement in the 1nfrastructure asso01ated with housing:
electrification, water supply and sewerage. In the larger and more
rapldly growing urban centres conventlonal mechanisms for the
organlzatlon of house-bulldlng have continued to respond to the
needs of the urban upper-income strata. In addition, the prevailing
unit costs dlctated by inefficient and high-profit construction -
industries had narrower limits than was expected, even with public

subsidies and generous terms of payment.

/B. ECONOMIC
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B, ECONOMIC TRENDS AND THE 'DOMESTIC EFFORT

N

. 1a Economlc growth

Latln Amerlca s economlc growth 1n the years 1970—1974
enabled 1t to attain and even exceed the overall growth targets
laid down in the IDs, with increase of about 7 and 4 per cent N
annually in the total and per caplta product, respectively. These
1mprovements, however, were accompanied by an accentuation of the
heterogeneity 1n the rates and styles of development of the various
countries which had Jbeen obserVable at the end of the 1960s. The
countrles' uneven growth vas, due to factors that had different
and even conﬁllctlng featuresian_the d}fferent economles,,and
which have'been brought to Jigﬁp‘bf,the international economic
situation’in recent years. “

The countries with_the“mostﬁimportant economies and the
biggest populaoion hgve shown,anﬁextpaordinary capacity for growth
whichvis accompanied;and supported by a greater degree of
integfation of their eoonomies. _At the same time, because .of the.
greater attraction‘oney’nepnesent_fop}the developed countries, they
have ootained easier epcess to external financing, technology and
markets. _The”poﬁentdel‘ofitheir;installed capacity and resources .
has enebled_themlfo tggé full advantage of their opportunities and
face the cnallenges of'the.pnesent international situation without
unduly critical pressures. . . ‘

The oil-~exporting conntrles were very soon favoured by the .
exceptional increase in the price of hydrocarbons, and had to face
problems hltherto a11en to the region, i.e., the search for adequate
1nterna1 and external means of channelling their huge financial
resources. . In addition to achieving satisfactory rates of growth
for the first few.yeare of the decade, their prospects of future
growth are extremely bright. A few small countries have also been
able to take adVantege, though on a much smaller scale than the
previous group, of favourable international market COnditions,to
achieve sustained growth at rates close to and in some cases even

higher'fhan those proposed in the IDS.

/In contrast
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In contrast with the developments in these seven or eight
countries included in the above-mentioned groups, (comprising
approximately 75 per cent of the total population) the majority
of the Latin American countries have not managed to attain
satisfactory growfh.rates and, an even more serious. state of
affairs, have made no progress towards acquiring the necessary
characteristics for self-sustained growth (see table 2 and figures
in the annex).

Thus, they have not succeeded in improving the degree of
internal integration, their levels of accumulation, their access
to external markets and financing and, worse still, they have in
general made no progress towards the regional integration of. their
economies. The present international situation has brought into
focus their vulnerability to the variations in external trade and
financing. v :

As regards the various sectors of the economy, manufacturing,
constructlon and basic services grew more rapidly than the rest,
while agriculture is among those showing a.low rate of growth. 1In
the years 1971-1972, these low rates tended to confirm what had
‘already becdme‘a traditional deterioration. . However, 1973 and
especially 1974 marked a more rapid growth, largely as the result
of a rapid and flexible reaction to the increase in international
prices of agricultural commodltles. There was also a considerable
expansion of the area harvested. Both these .factors combined to
show that the low level of prices was hampering the sector's
considerable unexploited potential.

These overall sectoral trends conceal significant differences
between the various coﬁntries. In those of greater economic and
demographic size, the industrial‘sector has played a key role in
development, and great strides have been made in the internal
integration of industry. In these cases, considerable progress is
noted in the production of intermediate and capital goods. This
industrial growth, in its turn, has created a not insignificant

market for the agricultural sector and was able to supply it with

/Table 2.




. ‘ - 19 -

. s Table 2
LATIN AMERICA: TRENDS OF SOME MACROECONCMIC VARIABLES, 1970-1974

(Percenteges)
~ Group - Group * Group Totel
Ia/ II b/ III o/
Growth of the gross domestis .product
(1970-1974) o .
Total 74 55 ' L4 647
Per capita - ' Lo 243, 1.8 3¢9
Agricultural sector 4 249 247 347 )
Menuf ecturing 848 9.2 “ Ya7 8.0
Exports of manufactures in relation to
total exports of goods (1973) 2943 145 1144 18.0
Shere of output of 1ntermeﬁiat<é, oapital -
and durabls consumer goods in total e o
manufasturing production (1971) 6140 4640 3740
Arnmual increase in area harvested v o
(1970-1974) L ' 341 046 048 245

- Source: ECLA, on the basis of officia]l figures supplied by the sounirles and FAO.

&/ Argentina, Brezil, Coloubia and Mexicos
. b/ Dominican Republic, Ecuador and Venezuela.
¢/ The rest of the countries, sxcept Cuba,

. : - /inputs when
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inputs when the international situation created exceptional
conditions for certain crops. Thus, the links between the two
sectors could be strengthened in support of a more integrated
overall growth.

At the other end of the scale, the economically and
demographically small or medium-sized countries have also,‘generally
speaking, increased the relative size of their ihdustries, but
without being able to make any appreciable progress in the
intermediate and capital goods industries, and the process is
characterized by discontinuities in the rates of growth. In many
cases agriculture, even in the most dynamic countries, continues to
be heavily dependent on the external sector and achieves low levels
of integration with the rest of the economy, its fluctuations being
closely in keeping with world market trends (see table 2 and the
figures in the annex). ‘ :v

In the period 1970-1974, and particularly in the years 1973-
1974, there has been a recrudescense of 1nf1at10n, which has
spread to practically the whole region. Slnce 1972, four countries
have had very high rates of inflation, involving increases of over
40 per cent annually in the consumer price index and reaching levels,
in certain periods, which are among the highest in their experience.
In six other countries in which the pace of inflation was more
moderate, increases were recorded which took place more slowly, at
rates varying between 20 and 30 per cent in 1973. The rest of the
countries, in many of which prices had remained relatively stable
in the 1960s, that year suffered a general process of inflation at
rates ranging from 15 to 20 per cent, which are much higher than
ever before. In 1974, the rate of inflation continued to be rapid,
but did not exceed the former high levels.

There were great differences between individual countries, with
respect to both the intensity of inflation and the motive factors
behind it. The salient features of the inflationary situation,
however, were its widespread nature and the paramount influence of

external factors. The higher prices of imports have had a direct

/and important
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and important effect.”_The increase in prices of.export commodities
which may also be desfinég‘fof th@ndéméstip market, has triggered
‘an increase in domestic prices, despite the efforts made by some
‘countries to keep them down. International inflation has in
various ways affected the countries' balance-of-payments situatiop
and hence the evolution of the money supply. In differing degréés,
each country has sufferédﬂthe effect of these external factors.
Some have to face higher ﬁrices for fheir imports without
experiencing the effect or the benefit of a similar increase in:
the value of their exports. In other countries, both these
influences have acted toéether, with better effects on economic
growth, but creating a more complex situation from the angle of
inflation, owing to the relationship between the domestic and
external prices of their exportable products. The oil~exporting
countries are facing the original problem of productively absorbing
their foreign exchange surpluses in order to prevent their
expansionist effects on domestic prices. The countries recording
lower rates of growth are the most affected, since they have to
centre their efforts on arresting inflation, thereby accentuating
their problems of expansion.

The most significant changes during this period took place

in Latin America's exterral economic relations. The value of exports

of goods rose from 14,880 million dollars in 1970 to 44,053 million o

"in 1974, and imports from 14,040 to 40,220 million between
the same years; the biggest increases being in 1973 and 1974. 1In
both cases, this is mainly attributable to the upswing in prices,
since in the period 1970-1974 the volume exported increased by only
3.3 per cent éhnﬁally, and the volume imported by 12 per cent.

- The countries were affected in very“different_ways by the
change in international prices, according'fé thé'étfuctufgbbf tﬁeir

foreign trade and their capacity to react to the‘Situation;4 The

prospects for the next few years are also very different (see
’ table 3).
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Table 3
LATIN AMERICA: EXTERNAL SECTCR TRENDS, 1970=1974

Group I Group II Group III- Tot
o/ o/ o/ ored

Exports of goods
Rate of increase in volume

1965~1970 : [ 245 2:9 . . 36

1970~1974 » 549 ~243 340 3e3
Imports of goods
Rate of inerease in volume )

1965=1970 10.6 45 o 6.6 81

1970-1974 } 1449 1241 740 12,0
Unit value:
Of exports in 1974

(1970=100) 20340 577 +0 181.0 260,0
Of imports in 1974

(1970=100) 18840 16340 188.0 182,0
Of exports in 1973

(1g70=100) ‘ 15840 20040 141.0 16240
Of imports in 1973

(1970=100) 13240 131.0 12840 13140
Trade balance {mililions of dollers)

1973 15840 2 17540 =70940 1 62440

1974 ~6 38040 - 10 75040 ~1 836.,0 2 53440
Interest and profits (millions of dollars)

1973 -2 481.0 =1 85940 «79640 . =5 1%5.0

1974 -3 26040 <4 875,0 =1 10540 -9 240,0
Balange~of'=payments bzlance on ourrent
acgount (millions of dollars) ,

1973 2 323.0 31640 -1 504,0 =3 511.0

1974 : ~9 820,0 5 875.0 - =2 76140 =6 70640

Source: ECLA, on the basis of offieial statisticse

a/ Argentina, Brazil, Colombia and Mexiso.
b/ Deminican Republic, Eouador and Venezuelas
o/ The rest ef the countries, except Cubae

/The four
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The four oil-exporting countries saw the price of their main
export commodity rise at an -average rate which almost doubled the
high rate of increase in the prices of other primary products, and
the prospects for the next few years are definitely more favourable.
In view of the vigorous growth in. 1974, the value of these countries’
exports rose by an average of 47.3 per cent annually between 1970 -and
1974, despite the slight contraction in the volume exported. Since
the increase in import prices was far below this, the rise in the
purchasing power of exports soared (27 per cent annually).

| The major countries of the region witnessed increases of
approximately 6 and 20 per cent, respectively, in the volume and
unit value of their exports. In these countries, in addition to the
boom in the prices of primary commodity exports, the rapid increase
in exports of manufactures also played an important role. This
favourable situation, combined with other factors, enabled them to
step up the rate of increase in the volume of their imports
(14.9 per cent against only 10.6 per cent in the period 1965-1970),
and thus sustain the growth of their economies.

If the major countries and the three countries benefiting
most from their external rate are excluded, the rest of the countries
experienced less significant positive changes and even some negative
consequences. Their exports grew by about 3 per cent, in volume,
and their imports by around 7 per cent, the trend being aggravated -
with the increase in the unit value of imports over and above that
of exports for this group of countries (see table 3).

External trade presented an exceedingly favourable situation
in 1973 and the first half of 1974, which subsequently tended to
deteriorate. This change in the situation was determined by two
factors. First, by the uneven evolution of export and import prices.
Secondly, the substantial inorease in the‘volume of imports, which
was based financially on the conjunctural situation in 1973-1974,
and which, inasmuch as it presented an essentially structural basis
of support for the growth of the whole economy, is difficult to curdb

without affecting economic growth.

/On the
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On the whole, the increase in export prices took place ahead
of that of import prices and lasted until mid 1974, except in the
case of petroleum. In the second half of that year, the prices. of
several important agricultural commodities (except sugar, vegetable
0ils and cereals) started to drop, thus apparently putting an end
to the period of general increases, while prices of metals plummeted.
On the other hénd, unit prices of imports underwent a considerable
increase in the last few years. The characteristic feature of this
trend is that it continued at the end of 1974 as a result of
international inflation, and the prospects are that it will continue
at least during 1975 and 1976.

The physical volume of imports has been increasing more and
more, the average rate being 12 per cent for the region as a whole,
although the larger countries contributed most to this trend. In
all but the oil-exporting countries, the increase in the value of
exports has derived largely from the general world situation together
with a temporary increase in prices which has already started to go
into reverse. At the same time, the value of imports has risen
rapidly as a result both of the substantial increase in volume and
the higher prices, which seem more likely to continue to rise than
in the case of exports. Thus, the trade balance, which had improved
in 1973, ceased to do so in 1974 and will tend to deteriorate in the
next two years. In this respect, 1974 was a turning point and
suggests the possibility of future trade balance problems for most
of the countries.

At the regional level, the trend of foreign trade was such
that 1973 and 1974 saw a return to the kind of surplus that had been
experienced in the second half of the 1960s, when the average balance
was 1,300 million dollars. In 1973 and 1974, the trade balance
surplus was 1,624 million and 2,534 million dollars respectively,
compared with the poor performance in 1970-1972 when there was either
a very small surplus or an actual deficit (220 million dollars in
1972). However, the deficit on current account continued‘to grow,

mainly because of the rapid increase in payments of interest and

/profits, which
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profits, which made up 21 per cent of the total value of exports in
1974. " This deficit, which stood at 4,580 million dollars in 1972
(more than twice that of the avérage figure for 1966-1970) reached
6,706 million dollars in 197k. _

In most of the non—oil—exporfing countries, the inflow of
capital in 1974 was greater than the payments of profits and interest,
and thus facilitated the large réal»increase in imports, albeit at
the expense of a larger external debt.

In the four oilfproducing countries, on the other hand, there
were large balance-of-paymenfé Surpluses on current account; the
largest oil procducer in fact’became én exporter of capital.

The pavments of profits on direct foreign investment and the
interest on loans contracted by these countries rose very quicl:ly,
from 1,390 million dollars in 1973 to 4,350 million in 1974, largely
as a result of ‘the participatién of foreign enterprises in the
production of petroleun (except in~thé case of one country where the
enterprise is Stéte 6wn~ed)° WSﬁch pa&ménts were‘higher than in the
remaining l9lcountries of the region; Nonetheless, they showed a
surplus on current account, which in(the case of the principal
exporter of petroleum>was 3,000 million dollars and, in the case of
the other three countries, somewhat lower.

One of the main questions facing the oil-exporting countries,
which continued to have serious development problems and shortcomings
in their prdductive strubture and standards of living, is how to use
the new resources effibienflyo .

Aé a result of these far-reaching changes in the external
situation of the region, net foreign currency reserves increased by
7,900 million dollars (4,200 million of which correspond to 1973)
over 197C.

2. Domestic effort

During the period 1970-1974, the volume of resources mobilized
to increase production capacity rose; between 1970 and 1973, gross

cdomestic investment reached an average of almost 22 per cent of the

/gross cdonmestic
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gross domestic product. A number of reforms were also introduced
at the institutional level in order to ensure a more efficient
organization of production and solve the serious problem of
distributing the benefits of growth.

The increase in the investment coefficient at the regional level
is particularly significant in view of the fact that there are two
very different groups of countries. On the one hand there are the
large and the oil-producing countries, together with three small
countries where external financing plays a major part, whose gross
domestic investment is equal to or higher than the regional figure
of 22 per cent of the gross domestic product.

On the other hand, there is a group of seven countries whose
coefficients vary between 7 and 14 per cent, which is so low that it
bodes ill for their future growth. The differences are even more
striling if one considers the structure of investment. In most
countries, construction continues to absorb most of investment;
although there was an increase in overall average investment in the
purchase of machinery and equipment, this is largely accounted for
by the large increases registered in two of the largest countries
(see table 4).

There was also an increase in gross domestic saving which, on
average, stood at about 20 per cent of the gross national income,
.thereby permitting the financing of about 90 per cent of gross
domestic capital formation - a slight improvement over the previous
five-year period. The relatively high level of this coefficient is
largely attributable to the value registered in the relatively nore
developed countries, the principal oil-exporting countries and one’
or two small countries. These countries, which already have high
levels of savings and are in = better economic situation, find it
relatively less difficult to increase them and suffer less from the
problen of financing their investments caused by fluctuations in the

external savings they receive.
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Table U4

LATIN AMERICA: TOTAL GROSS INVESTI—ENT COEFFICIENT IN TERIS OF GROSS DOMESTIC PRODUCT

(Percentage based on values at 1970 prices)

Second
Decade  quinquen ,
Country 1961 nium - 1970 1971 - 172 1973 1974
, 1970 1966- . :
1970
Argentine ' 18,0 1840 1949 2048 21,6 19.8 2046
Bolivia 15.1 1549 15.6 il4,9 1349 16.8. 1848
Brezil . 19.8 1946 2046 22.1 2301 2lty9 2643
Colombia 20,5 2046 2145 2244 20,1 1949 2043
Costa Rica 1747 17.8 20,5 2245 2042 22.1 2544
Cuba ses ess coe see ' .oe ses e
Chile 16,0 1549 17.0 15.6 7 13.6 ces eoe
Ecuador 1343 143 195 2549 2149 2245 2ol
El Salvador g 14.6 13.3 " 1545 12.8 16.2 164l
Guatemale ' 12.3 12,8 12,8 1440 - 11.1 1242 14,0
) Haiti 5.8 547 740 745 840 8.1 8.7
Honduras o 1942 2149 164 15.1 17.3 224l
- Mexico 20,5 21,0 2145 2040 21,1 2248 237
Nioarague 1745 18,2 17.3 17.0 1243 1742 234
‘ Pana&a 214 23.5 26,4 2746 298 2749 28.9
Paraguay 14,0 1543 1y 14.8 16,2 2046 214
Peru 150 1 12.2 1440 13.2 14,0 16.0
Dominican Republisc =~ 1b.2 1549 18.8 197 2241 2345 2lte8
Uruguay 1048 10,2 114 12,14 1.1 1047 104
Venezuela 258 2645 2747 28.1 311 3247
Latin imerioae o 1941 19.3 203 207 214 22.3 237

Source: ECLA on the basis of offisial statistios supplied by the countries.
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In the other countries, the national savings coefficient is
considerably lower (between 8 and 1k per cent). In most cases, owing
to their lower level of deveiopmént, the problem of channelling
resources into investment is gréater and they are therefore very
dependent on external savings (see table 5).

These differences in the capacity to increase domestic savings
and in the degree of dependency on external financing are an’
important factor and should be talten into account in arrangements
for international financial co-operation.

The institutional reforms that were attempted during the period
fall into three categories; those designed to modernize state
administration, those that attempt to reinforce national ownership
and decision-making ability in relation to that of the large
transnationel enterprises, and those that seek to modify the internal
distribution of the benefits of production.

It has so far proved impossible to tackle all three kinds of
reform while simﬁltaneously increasing the domestic investument and
savings coefficients.

Most countries made progress in the modernization of state
administration. Planning offices have redoubled their efforts to
link their medium- and long-term strategies both with their priority
projects and programmes and with general economic policy, particularly
in the light of the current situation. In keeping with the
recommendations contained in the International Development Strategy
and Quito Appraisal, efforts were also made to apply an integrated
approach to development.

The increase in production of some of the faster-growing
countries derived frow far-reaching reforms of the financial and
tax system. As regards the financial system, there was a tendency
to create flexible capital markets capable of mobilizing vast
quantities of financial resources. As regards taxatién, more modcern
methods were introduced in order to increase revenue while simplifying

tax collection and improving control.
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* Table 5
LATiN AMERICA: GROSS DOIESTIC SAVINGS COEFFICIENT IN TERMS CF GROSS NATIONAL INCOME

(Percentage on the basis of constant values at 1970 prises)

|

f

(

|

|

|

;

|

|

!

|

i Seoond

‘ Decade  quinquen :

E Country 1961~ ’;;22_ 1970 1971 1972 1973 1974

; 1970 1970

; Argentina 17.7 1841 1944 194 20,8 21.9 " 2047

j Bolivia © 10,0 1l 1344 11 10,0 137 §20.6)

% Brazil 1942 18.8 7 19.5 19.7 2047 2247 21.3

| Colombie 7.8 1745 170 18.4 1949 2044

% Costa Rica | 1.6 11 129 | 12,0 12.8 154 ke |

| Cuba, . e e

E Chile 4.8 5.4 165 13.1 846 are e

E Zouador 1042 10.0 2.2 1546 15.4 194 (24e2)

; El Salvador 13.0 1244 13,4 13.5 135 13.3 (1001)

| Guatemale 10,7 11.5 1249 12.3 10,5  12.6 1147

1 . Haiti } o _a.h b o 5e7 ‘ 6ot 7.1 549 545

; Honduras S 134 1349 128 137 1.l 14,2 14,0

f . liexiso 1940 19.1 18,6 18.1 19.2 20.4 2040

{ Nicaragua 13.4 12.3 127 12,8 . 11.8 ’ 4,0 10.8

| Panana 16.7 . 19.1 20e3 2143 2149 20.2 184
Paraguay 947 ] 11.6 10.8 14,9 18.0 1843

: Psru 141 13.5 1&.8 13.2 1241 12.5 946

* Dominican Republic 947 9e1 10,4 125 1947 19.6 18,6

r Uruguay 10.7 10.1 9elt 9.8 11.5 11.0 748

{ Venezuela 28.8 7 28.5 29.1 30.3 34.8 us.a‘

Latin Americs 1843 18.1 18,8 1845 19.4 2140 : 2146

Source: ECLA on the basis of offiolal statistics supplied by the countries.
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On the whole, these reforms have encouraged investment but this
alone is not suff1c1ent to strengtnen the power of decision of the
countries or to 1mprove the distribution of the beneflts of growth.

Reforim designed to increase the natlonal de0181on—na“1ng power
has made great strides in respect of the ownership of national
resources. In this field, great progress has undeniably been made
which, generally speaklng, has led to a great improvement in the
tapping of income for the region. As regards industrial ownershlp;
progress has been more ﬁaried and less satisfactory.

Finally, there have been more serious problems and less
progress in respect of the domestic redistribution of income and
~ownership. The countries that heve introduced the more ambitious
reform have come up against serious problems and mostly face low
levels of domestic investment and savings. Special reference in~
this connexion must be macde to reforms relating to agricultural
production and ovnership.

In most Latin American countries, agrarian reform laws have
been passed and the appropriate.machinery set up. In the 1960s, an
estimated annual average of 100,000 rural families benefited from
agrarian reform, more than halfkof this figure corresponding to
just two countries. This annual average would appear to have doubled
in the 1970s thanks to the speeding up of the process and the talking
of new steps in other countries. In regional terms, results are far
from satisfactory considering the vast number of potential
beneficiaries and the increase in the rural labour force. By and
large, there has been little change in 6wnership’and use of land.
The experience gained, however, has been valuable and provides
suidelines for increasing the effectiveness of agrarian reform, and
this is indispensable for the development of the countries of
Latin America.

An attempt has also been made to modify the supporting
institutions for agriculturzl production and progress has been made
in agricultural research and experimentation. To some extent, this

is apparent in the achievements of the last two years. Ilowever, sone

/problens continue
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problems continue to. exist, such as the instability of personnel and
the divorce that exists to some extent between the supporting
institutions and the real problems facing the agricultural sector.

There has been an exten51ve reorganization of agricultural
services so as to cover a w1der field and benefit large groups of
rural workers, and this has led to new methods designed to promote
the latter's partlclpatlon through thelr associations. ..

Other serv1ces, such as credlt and technical as51stance, have
been more limited in. their effect and are usea,mostly;by the medium-
sized end large commereial fafms.‘ llore resources and a revision of
traditional benkinglmechinery ere_required if this effect is to be
multlplled and if they are to reach fhe most needy sectors. ‘The
public sector has increased 1ts partlclpatlon in agricultural financing
and investment, particularly as regards infrastructural .works and
the provision of ereait:forvagriculturel marketing and operations,

but it is still insufficient, above .all in terms of mediuw- and -

long-term 1nvestﬂent flnan01ng.,,

One of the most promlslna 1nst1tutlonal reforms in the.

,agrlcultural sector 1s the creation of producers’ ass001atlons and

co~- operatlves, most of whlch are mace up- -of medium-scale and small

» producersol There are few organlzatlons oﬁ wage~earners and poor

rural workers.v

Prinary educatlon is the only 5001al serv1ce that 1s tending

ito improve in the rural environment, although it is still inadequate

in content. _ ' _

v It has_preved impossible to overcome the traditional anarchy
that exists in State agencies, the weakness of the ministries of
agriculture, the lack of co-ordination of functions and the generally
excessive bureaucracy. The positive achievement of having set up
agficultural planning offices in most countries is neutralized by

their failure to tackle variables that have a gdecisive influence

‘on“the sector and by the great distance that separates them from

_ the{executive levels of agrarian. policy.

/C. SECTORAL
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C. SECTORAL DEVLLOPMINT

1. Industrial development

The production of thé region's manufacturing industry showed
an annual growth rate of 8 pér cent between 1970 and 1974, thus
attaining the targef proposed by the IDS. 'This is a continuatioh
of an upward trend over a long périod, for during the 1950s and 1960s
the average rate was approximately 6 and 7 per cent respectively.
This growth in industry is mainly responsible for the overall growth.
of the Latin American economy and, in turn, its grouth is determined
by overall growth. Trends in the period under review have shown the
influence that domestic market potential has on expansion and the
degree of industrial integration.

However, from the level achieved by the overall growth rate,
it can be seen that onlv 6 countries exceeded the set target, the
highest growth rate being achieved by the country with the densest
population. The remaining countries did not attain the target, ond
their average was lower than 3 perZCentn It ought- also to he
mentioned that the growth rate of many small countries was meagre .
(see tables 2 and the figures in the annex). This heterogeneity
is accentuated if the degree of industrial integration is examined.
Whereas the relative importance of the consumer goods producing
industry is decreasing, and that of intermediate and capital goods
is increasing sighificantly in the large countries, the remainder
of the countries seem to face irremovable obstacles to such
transformation. It is for this reason that some countries achieve
an increasing degree of industrial integration which facilitates
their access to technology, capital and external markets, whereas
the remainder have had to pay‘a high price for less progress in
this direction. (See table 6.)

The situation of Latin American industry in the world context .
leaves much to.be desired. ‘The share in the generation of the
world wmanufacturing product, both at overall and per capita levels,

has remained at a relatively low level. (See table 7.)

/Table 6
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Table 6

LATIN AMERICA: FRODUCTIVE STRUCTURE -OF THE MANUFACTURING SECTCR

(Porcentages) . . -

2960 e v e e e e S 197 -
A .oog oo e e : B c
Argentina ST g 28,87 "56.7‘ T 339 31e9 34,2
Bolivia 89.0 7.9"‘ 301 8943 742 3¢5
Brazil .2 29,14 29,4 30,3 32,7 ~ 37.0
Centra.i Merica ‘ . 8641 , 9.46!‘- ‘ : 1&.3 ” 7345 . 18,2 o 8.3
Colombia : 634 2742 9l T 68,8 2941 12,1
Chile 6142 . 294 9¢7 .. 578 332 - 90
Ecuador 75.0 23,1 1.9 63.1 .0 549
Metico .. S 355 i 108 . M6 38,4 14,0
Panans 65.7 34e3 cee S 62,1 39 oo
Paraguey Bl InsT M T 808 13.5 5.7
Peru Y S % S S S I R
. Dominican Republic . - 7B L 187 289 0 1O 2649 | 121
Uruguay S sBlalr o 2048 0 1Bl L, 60e7 25,8 1325
N Venezuela 6345 29,4 7.1 49,8 40,6 9.6
Letin America 56s5 2641 1744 50,8 30,0 191

Source: ECLA, on the basis of information provided by the sountries,

Notes: A: Branches producing mainly oonsumer goods; foodstuffs, beverages, tobacco, textiles, footwear
and clothing, wood and cork, furniture and furnishing parts, printing and publishing, leather
and leather products, migoellaneous industries.

B: Branches producing mainly intermediate goods; paper and raper products, rubber and rubber
products, chemical products, oil and coal products, ncn-metallic minerals, basic metal
industries.

C: Branches producing mainly ocapital goods and durable consumer goods; metal products, machinery
excluding electrical machinery, electrical machinery, trensport equipmente
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Table 7
., PER CAPITA INDUSTRIAL FRODUCT

1960  Index 1970  Index  1975a/  Index 1980/  Index

. World b/ 171 1,00 2N 1400 34 1,00 429 1400
" Canada and

United States 7y L19 1021 3,85 129 3056 1 617 377

Westor Eurcpe 318 186  Ug8 .83 62 1.8 78 1.87

Latin imerica of ol , o9 123 0445 161 0,47 212 R

Source: ECLA on the basis of United Natiens data, Monthly Bulletin of Statistics and The Growth of
World Industry 1969, aAugust 1972;- :

a/ 1975 and 1980 projections were made on the basis of trends observed between 1960 and 1970; for
Latin America, on the basis of trends observed betwsen 1970 and 1973, which were higher than
those of the previous deca,de.

b/ Exocluaing &lbania, Chine., Mongolia, The Peoplels Republic of Korea., and Viet-lam.

(74 Excluding Cuba, Jamaica., Barbados, Gw,rana., end Trinidad and Tobego (dollars at 1960 prices).

/The IDS
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| The IDS target for the developing countries would not bring
2 about appreciable changes in the acute imbalance indicated, and,
E prospects of achieving a reduction in existing industrial inequality,
| one of the major objectives of this strategv, are poor for these
i countries. lesolutions 3201 (S-VI) and 3202 (S-VI) of the General
i Assembly of the United Nations, which form an integral part of that
! strategy, give high priority to the need to increase the share of
E the developing countries in world manufacturing production. The above
g confirms the forecast made by ECLA on the need for Latin American
% countries to set more ambitious objectives in'rESpect of industrial
{ growth, by taing advantage of the pofentiéi/capacity of the region.
E The achievementé of<this seems more'feaSiblé; over the nmedium-
l term and long-term, owing to the combination of several factors.
E Some developed countries are éeribusly consicering the desirability
[ of transferring produéthe activities to déVeloping‘countries,
| owing to the increasing difficulties they are facing in installing
! new nlants and expanding éxistinélonés in their own countries as
| . a result of,'among'otnef feasons, thé‘shbrtége and costs of energy
resources, wéter and'othér'natufal resburces, as weli as the fhbrny
problems of environment pollution. In the developing countries not
just a few cases of comparative advéntaée in the manufacture of
g certain materials, and basic prdducts, have been strengthened by
the pdsition of these prdducts in international trade. The persistence
of this situation could favour conditions conducive to more
favourable negotiations to increase the degree of industrialization
of their economies. 'Fﬁrthermore,‘there is greater awareness that
industrialization strengthens national sovereignty over natural
| resources. o ;

In the period under review there was a marked increase in the
value of exports of nsnufactures from the region. Over the period
1970-197#, thiS'Valueuincreased, the figure for 1974 easily tripling-

that of 1970. The rate of increase was 37 per cent per year, double

the corresponding rate for the last five vears of 1960, this being

; , determined by the sharp increases in international prices. The

. /graowth rate
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growth rate shown is higher thaﬁ that of total imports, as in the
five year period 1965-1970, and as a result the share of manufactures
increased from 9.5 pe» cent in 1965 to 18 per cent in 1974, making
this sector an important component of external sales. The major
advances made were in the sectors which are new to external tradé;
such as the metal~engineering industry - particularly transporf
equipment and non-electrical machinery - the paper and cellulose
industry and, among the most traditional exports, the textile,
leather and leather products, and foodstuffs industries.

This growth was mainly due to achievements by the nmore
industrialized countries, Which‘showéd a growth rate of I3 per cent
per year in the period 1970-1974, accounting for almost 30 per cent
of the total exports of these goods in 1974. The intermediate
developing countries showed a growth rate similar to that of the
region as a whole, maintaining their relative share (11 per cent) in
this total, whereas the remaining countries, which consist of the
relatively less developed ones, saw their relative importance
¢iminish in spite of the fact that the rate of growth; talken
separately, was satisfactorya' This unequal pattern of growth was
also apparent in the shift in the flow of industrial exports outside
of the region, particularly to the United States and the EEC countries,
as a result of which the proportion of intra-regional trade decreased.

These results are of relative significance if used as a means
of comparing the flows of world trade in manufactures, and the degree
of access to world trade of the industry of the developed countries.
However, what is noteworthy is that there was an improvement, even .
though small, in this area, and that exports are considerable in
certain branches of industry, particularly in the larger countries,
thercby setting a real development example for then.

The main question is whether this strong upturn in exports of
manufactures will continue, at least for these branches, or is simply
a result of the current economic situation. This gives rise to two
consicerations. First, trends in recent jears have been the result

of far-reaching efforts made by the countries in export pronotion,

/and the
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and the search for greater access to markets, etc., as well as the

~use made of the international situation, which has played a favourable
“'role in this. Secordly, it is apparent that the preferential treatment
established by industrialized countries have had very little effect

on the increase in' exports.

smployment in the Latin American industrial sector increased
in the period 1970-1973, by approximately 4 per cent per year, a rate
slightly higher than.those of the previous decades (2.7 per cent
between 1950-19560 and.3.3 per cent between 1960-1970), and somevhat
Higher than the rate of increase of the labour force. The share of
industrial employment intotal employment increased-from 1k.7 per
cent in 1960 to 16.4 per cent in 1970. Trends in industrial
employment were unsatisfactory, if account is taken of the rapid
increase in the urban population: One of the reasons for this was
the inadequate growth of indusfry in the majority of the countries of
the region. Another is the incorporation of ‘highly capital-intensive
technology in- the process of industrialization, as this has linited
the absorption of manpower. .

As regards future prospects, if the target for incdustrial
employment was fixed at a rate equal to the one obtaining for the
urban population, on the basis of an urban employment/product .
elasticity of 0.50 (approximately that recorded in the period under
review), the industrial product should grow at rates higher than
10 per cent throughout the decade. This aim is compatible with the
grovtih rate required for Latin American industry to increase its
share in the world manufacturing product.

The Ministers of Industry, and the delegates of the countries
participating in the Latin American Conference on Industrialization
convened by EZCLA in Mexico, in November 1974, adopted a Declaration
of Principles and a Plan of Lction, which lay down a series of

industrial policy reasures.l/ In this Declaration it was proposed

1/ The industrialization of Latin America: principles and plen
of action, resolution approved at the Latin American Conference
on Industrialization (Mexico City, 25~29 November 197L).

/that the
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that the industrialization process should help in improving the
external economy of the countries and the regions, by giving special
attention to export pfomotion'and the conditions under which capital
and technology are transferred. This very viewpoint is the basis
for the stand taken to increase the value added of raw materials
processed and exported, to ensure that the incentive to
industrialization does not discourage primary activities, and in
keeping with this, to try to give to the development of the import
substitution process a greater degree of efficiency at international
level, so that protection does not pfove excessively onerous and so
that they cen compete on suitable terms in international markets.

The need was also affirmed to achieve a suitable distribution
of incowe which, among other factors, helps to expand domestic
markets rapicly, thus helping to raise the standard of living and
to recuce wmarginalization and unemplovment.

‘Special importance is given to co-ordinated action on the
part of the countries of the region in the field of industrial
development, which aims at achieving intimately related objectives:
on one hend, the strengthening of existing economic integration
schemes, and on the other, the organization and co-ordination of
economic policies - particularly in the industrial sector - and the
improved use of possibilities of incdustrial complementarity, taking
account of economies of scale and specialization. As regards the
last objective, specific mention was made of the creation and
strengthening of Latin American multinational enterprises anc the
corresponding financial support machinery, regional import substitution
prograumes, programmes for the production of staple foods, and for
the supply of energy and other scarce raw materials, and lastly,
the joint use of the productive resources of the border regions
of neighbouring countries. In all of these aspects attention should
be given to the establishment of differential treatment in favour of

the relatively less developed countries.

/2. Agricultural
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2. Agricultural developrient

The agricultural sector, both on account of the problems it
faces as well as the features of its development, shows smaller
differences between the countries of the region than those observec
in industry. The most marked difference however, underlining
developments in industry, resides in the fact that the relatively
more developed countries of the region have achieved - or are on tae
way to doing so - a higher degree of agricultural integration in the
domestic market, whereas the smaller countries continue to channel
an important part of their production towards the external market
which they do not control.

In the majority of the countries the structural problems of
agriculture have not been basically uncderstood, in spite of the
action taken so far. On the whole, the systems of land tenure anc
land use have changed little and a backward agrarian structure
continues to exist with its sequel of sharp imbalances in incoue,
underemployment of the rural labour force and, primarily, a situation
of subsistence agriculture. The iuportant advances observed in the
technification anc modernization of this activity has not changed
the picture of general technical backwardness which is sumied up in
the low level of productivity of labour and of land, which reflected
in turn in the low level of agricultural income. In this context,
the improvement of technologr has been restricted mainly to the nor
modern and larger farms whose structures are such that the alreadr
serious euploynent problem is made worse.

The agricultural sector continued to display high dependence
on changes taking place in international markets, as was shown Dby
events throughout the current decade. The growth in production has
been lower than the targets set, and has followed a trend of maried
fluctuations which reflect, in particular, the changes in external
conditions (see table 2 and the figures of the annex). In the first
two years low international prices together with unfavourable
climatic conditions in 1972 were factors which exercised a decisive

influence on the very scant grouth of production. In 1973 and 1974,

Jouing to
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owing to the incentive provided by the rapié increase in international
prices, agricultural production showed a sharp upward trend
- particularly in the last year - reaching, in the period 1970~197%,
a rate of growth of approximately 3.7 per cent per vear, a rate
similar to that of the average for the 1960s.

The sluggish growth recorded from 1966 up to 1972 meant that
the per capita agricultural product remained stagnant in those five
vears. The estimated growth for the last two years would mean a
slight improvement in the performance for the decade. The results
by countries have been relatively poor, and, only seven of them were
2ble to exceed the growth rates of 4 per cent fixed by the IDS, anc
another & with lower weighting in production, showed rates of increase
of between 3 and %4 per cent. The remainder showed rates lower than
2.5 per cent per year, and in some procduction decreased. .

On the basis of performance in 1973-1974 it is calculated that,
in general, agricultural procduction showed flexibility in talting
acvantage of favourable situations in external markets. The changes
recorcded in the composition of agricultural production siaow its ‘ .
capacity for rapid adaptation. Among them, mention should be made
of the relative increase in animal products and, in the case of ,
cropé, that of cereals and oil seeds, - particularly maize, sorghum,
and soya - whereas the share of coffee, cotton and tobacco decreas_ed°
The greatest increases occurred in countries whose price policies .
have been sufficiently flexible, and where possibilities existed for
the rapid increase of the area under cultivation and for sowing
crops with a short grovth cycle. (See tables 3 and 9.) This trend
shows that agriculture had, for a long period, faced a price situation
which prevented full use from being made of 1its productive potential.
In many cases these prices continue to depend on the policies and
marlkets of the developed countries, highlighting the partial
responsibility of these countries in the deterioration which Latin

American agriculture suffered.

/Table O
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Table 8
LLTIN AMERICA: AREA HARVESTED, 1970 T0 1574

- Anmual
Area:—:;ha&.ested growth
{thousands &'f Heotares)

_— ‘ rate

1970 S 1974 1970-1574
irgentina 15 232 ' 15 655 243
Barbados 23 e 22 ' ~1l.1
Bolivia 771 . 888 3.6
Brazil 33 906 4o 971 4.8

Colorbia 3 580 T 2 997 : 2.7
Costa Rioa . 352 . 358 Calt
Cube, 2 026 1 817 248
Chile - - 1 425 . 1 312 “241
Ecuador 1 678 o 1 644 05
El Salvador 614 €89 2.9
Guatemala S 1 491 1 809 b0
Guyano. 77 o 79 0.6
Haitl 931 957 0.7
Honduras - 599 L 682 3.3

Jaralea . L v 7 T (O
Mext co 13 971 o 1 632 ' T 1,2
11 caragua 706 7 715 L 0l
. Panama Llg 478 1.6
Paraguey 622 742 4e5
Peru 1 894 1 809 ~1e2
Dominican Republis 667 676 03
Trinided and Tobago 78 76 =0s7
Uruguey 1 035 1073 009
Venezuela 1727 1 659 -1.0
Total 84 023 92 919 2:5

Source: ECLA estimates on the basis of data provided by FAQ,
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Table 9
LATIN AMERICAL: PRINCIPLL CROPS, LREA HARVESTID

"Area harvested 4 R Arinual
(thousands of heotares) growth
—— rate

1970 S 1974 1970-1974
Careals w3 50580 202
Roots and tubers 4 34y 4 437 1.7
Vegetables ‘ 839 o 898 1.7
0il-bearirg seeds 6 479 : 9 352 9.6
Saccharines 4 872 5 628 347
Fruit : 2 353 2 498 1.5
Beverages and tobacco 6 763 7 160 1.4
Vegetable fibres ' 5 157 : 5 154 040
Pulses 6 958 . 7117 0.6

Total 83 930 92 86l 2:6

Source: ECLA e¢stimate on the basis of data provided by Fi0, .
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It is the increase in the area harvested, which continues to
be a decisive productive factor of the increase in regional output,
which to a large extent has made it possible to male the rnost of
the new conditions of the market. In 1974, thezarea harvested amounted
to 93 million hectares, giving .an.increase of 9 million hectares for
the period 1970-1974 thanks to the increased intake of marginal land
and to variations in the use of the land. Of these 9 million hectares,
7 million were accounted for by a single country, and more than
5 million by the farming year 19?3/1974. Access to modern technologies
in possession of some countries and entrepreneurial sectors made it
possible to increase the area harvested, thus opening up a possibility
which had long been considered exhausted in the case of Latin America.

The region'’s agriculture continued to_abéorb modern technologies
for the work of procduction. Important progress was made in
improving the infrastructure for technological development. The
modernization process has meant a rapid absorption of~§echnologica1
inputs, especially of improved seeds, fertilizers, pesticides and
mechanized equipment. There is still 2 certain amount of concentration
of the users of new technologies to be found, closely associated with
existing agrarian structures and the technological packages available.

As frow 1973, the scarcity or absence of fertilizers, pesticides
and fuels has had substantial repercussioﬁs on procduction costs and
on the methods of using land. No particularly critical situations
would appear to have occurred in the region in connexion with stocl:s
of inputs previous to the end of 1974, although the high growth rate
of the use of such inputs observed up till now may be reduced in the
short-term, with the cohsequent effects on the programmes for improving
yieldé° '

Technical progress in agriculture against the baclkiground of an
agrarian structure based on the 1atifundium~minifundium complex, with
its familiar effects on employment and iﬂcome,distribution, has
aggravated the already serious problem of employment in Latin America.
These are the main causes of the under-utilization of human resources

in the sector, numbers of which for 1970 were estimated at around

/17 willion



17 million underémployed agricultural workers throughout the region,
i.e., unemplovment equivalent to 7 to 10 million wage-worlkers. Labour
requirements have been sharply reduced and rapid increases have been
achieved in production and reductions in coSts; generaily in the
largest estates, thus shifting the small prdducers out of the narlet.
These workers are obliged to depend increasingly on the unproductive
emplorment of their small plots of land, to accept the worliing
conditions and wages imposed, or to emigrate to the cities. It is
hardly appropriate to use 1abour—saving;téchniques in countries which
have obvious difficulties in providing empldymént for their human
potential, and it is inconsistent with their endowment of resources
and with the idea of integrated agricultural developmento

In 197%, 40 per cent of Latin America's population had a share
in agriculture, while this sectof‘oﬁly accounted for 15 per cent of
the gross domestic procduct, and reflected the low level of the per
capita product in this activity, This combined with the sector's
traditionally negative intersectoral terms of trade is reflected in
low agricultural wages. Although in recent times the increases in
international prices have reversed this trend in the terms of trade,
the benefits have not gone entirely to the producefsu The price'ﬁolicy
followed by some governments, the increase in the costs of agricultural
inputs énd the income retained by the marketing channels, constitute
factors which prevent these increases from taking the form of similar
benefits for the producers. Lxisting agrarian structure do not make
it possible for this improvement to be extended to the rural population
as a whole. In view of the fact that commercial agriculture would
appear to have profited most from the nresent economic situation, since
it had the capacity to malie the most of market opportunities and
respond to incentive policies, the precarious situation of subsistence
agriculture, which is where agricultural uneﬁployment is concentrated,
would, relatively spealiing, seen to be deterioratiné continually and ‘
progressively.

The situation of Latin America appears less critical than other
developing regions as far as food is concerned. Daily per capita supply

of food, expressed in terus of energy (calories) and proteins (groms)

/situates the
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situates the regional average above the world average and relatively
close to that of some oeveloned countrles, such as Jaoan. Daily
consumption in the region in 1969-1971 (2, 530 calorles anc 6L srams of
proteins) was 1k per cent higher in the case of calorles and 16 per cent

higher in the case of protelns than average consumotlon in the developins
countries during the same period.

The s1tuatlon of the countrles shows that the region does not
constitute a homogeneous whole in te ~ms of food oonsuniption° Yhile in
some countrles average levels may be considered satisfactory, in others
they are exceedingly low.

In each country, the main feature of the food situation is the
pronounced imbalance 1n the dlstrlbutlon of food amonr the different
socio-econonic groups° An experlment to measure t1e effect of low
incomes on tae diet of the region's pOpulatlon shows that the food
shortage affects a large prOport;on of the populatlona

Against a chang ink and stfll uncertain setting, the prospects of
the 1nternat10nal agllcultural mark ets for the next few rears prove to
be less unfavourable for the eyporter countrles of the rcglono.

uxceot for a ver“’few prodvcts, prlces nave tendec to cecllneq
The beneflts accrulng fron tne ni b levels a041eveo tend to be relatlve,
on account of tle prlce 1ncrease°‘1n 1nports of agrlcultural 1nputs
and because of rest ictions on international demano for foolstuffs
and agricultural raw materials, both of these as a result of the '
impact of thevpresent economic situation affecting the wost developed
countries. The situation emergins mav also involve the repetition‘of
the traditional‘agricultural cveles whose effects are so damaging for
the econony of the developing countries. The repercussions on
agricultural:output should not be so serious for countries where
agriculture is more an integral part of the domestic market anc shows
a greater capacity of adaptation, on account of existing natural and
human resources and its organlzatlonal structure° HoweVer, those
countries which cannot depend on such posslbllltles in the short-term
and whose agrlculture depends very heav1ly on. the external mar“et nay

find themselves serlouslv affected°
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%+ Natural resources

This chapter analyses the features of the utilization of
natural energy and mining resources in Latin America, dealing both
with the present use of the region's existing potential and the
prospects glimpsed for the next few years. A study is also being
made of the reciprocal influences linking up these sectors of
production with the different conditions in the domestic and
external markets. Lastly, reference is made to the changes taking
place in the degree of control of such activities By the national
States. |
(a)  Energy

Latin America possesses a vast potential of energy resources,
of which more and more use is being made. The consumption of
commercial energy (excluding energy generated by vegetable fuels)
increased by over 7 per cent annually between 1970-1973, and in
this last year reached over 200 million tons of petroleum
equivalent (p.e.). This meant that per capita consumption, which
in 1970 was 46 per cent of the world average, increased to 48 per
cent in 1972. However, these levels show how much remains to be
done in respect of the utilization of available energy potential.

The present relative share of the sources of energy in the
consumption of commercial energy is: petroleum 62 per cent,
natural gas and hydroelectricity slightly over 16 per cent each,
and mineral coal nearly 5 per cent. Compared with other areas,
it is Latin America which makes most use of hydrocarbons.

The tremendous energy potential available to the region is
distributed unevenly among the countries. Generally speaking,
hydroelectric resources are distributed in a more balanced fashion,
although little use is still made of them, while the production
potential of hydrocarbons is concentrated in a small number of
countries and is being exploited to a larger extent.

The production of commercial fuels (hydrocarbons and mineral
coal) and hydroelectricity throughout the region accounted for

nearly 400 million tons of p.e., in 1973, amply exceeding consumption,
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but if the five countries exporting petroleum are excluded, the
situation is reversed, giving a deficit situation for the rest
of the countries. Of these, fourteen depend entirely on imports
of petroleum which indeed constitutes the main source of energy
of their economies. A further three countries depend on petroleum
for between one-third and three-quarters of their consumption and
only two countries among the most developed of the region, have
almost complete self-supply. The marked imbalance which may be
observed in the majority of the countries between consumption and
present capacity to satisfy it using local energy resources, has
increased the negative effects of the increase of the price of
petroleum on their balance of payments or on their regular supply.
Future projections of this situation based on known petroleum
reserves at the present time show similarly differentiated
situations. The countries with a petroleum shortage will have to
make major efforts to reduce the wastage of fuels and to achieve
a better utilization of hydroelectric and coal resources and new
sources of energy. The high costs of this investment and the
relatively long maturity period do not make it possible to anticipate
significant changes in the situation in the short-term, which
means that the adverse effects will continue for the next few
years. This is all the more serious since the majority of the
less developed countries are in this position. For those countries
which have large oil resources, the increased development of their
hydroelectric notential and of other sources of energy may allow
them broader margins for petroleum exports, to conserve their
reserves, to have a more balanced and hence more flexible energy
structure, and to use their petroleum for local processing in the
petrochemicals industry and other sectors of industry of importance
for the future of the national econony.

In hydrocarbons, regional output of crude oil in 1970-1974
decreased at an annual rate of O.4t per cent. This was mainly due
to the trade policy and the policy for conserving reserves followed

by the region's main producer. Excluding this country, the output

/of the



of the remaining countries increased at an annual rate of 5.8 per
cent; of particular note is the performance of one country which
recently began to develop its reserves on large scale, with an
annual average growth of nearly 300 per cent. Since the regional
rate is lower than the world average, as in the previous five-year
period, a substantial recession in Latin America's share in world
output has been recorded, from 16 per cent in 1965 to 12 per cent ’
in 1970 and 10 per cent in 1973.
Following a decrease in the second half of the 1960s, the e

[

region's proven reserves of crude oil increased slightly during
this period. These reserves could Zrow significantly if measurements
in recently discovered cilfields in several different countries
give satisfactory results.' Latin America's share in proven world
reserves showed a slight increase in 1973 to S per cent, following
a drop from 7 per cent to 4 per cent between 1965 and 1970. In
1973 the reserves/production ratio of the regién reached 17 years,
while the world average was 29 years. The re-emergence of
exploration activities was given impetus by the high prices of
‘petroleum which made it possible to counterbalance the ‘increase in
costs implied in this work. ' S T

Petroleum refining capacity in Latin America increased by
nearly 4 per cent, which was slightly less than the growth of the
previous five-year period, although the situation varies greatly
from one country to another.

‘Other resources are abundant in nearly all the countries, but,
generally speaking, they have not been very much developed. It was
estimated that the hydroelectric energy which it was economically
possible to generate in Latin America before the sharp rise in
petroleum -prices was about 25 times the total generation of hydro-
electricity in 1973. With the above-mentioned increase, this
potential has grown, as have alsoc the possibilities of increasing
the use of this source of energy. Othér energy sources are used
on a small scale despite their potential importance, although their

distribution is more localized. ‘Known reserves of natural gas are
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plentiful, and two-thirds of these reserves are to be found in three
countries; but since output is generally associated with petroleum
production, it cannot be brought into line with consumption, and
this causes tremendous wastage. Although there exist large known
reserves of mineral coal, they are to be found only .in a few
countries and present production is limited. New sources of energy,
such as geothermal and nuclear energy, have began to be developed
recently in two countries, although their possibilities have not
been duly quantified in the rest of the region. With the exception
of hydrocarbons, these resources are used mainly in the form of
electrical energy, and any increase in their use will require the
expansion of the market for electrical energy.

The generation of electrical energy increased at an annual
rate of nearly 10 per cent between 1970-1973, continuing the rapid
growth trend; this may also be observed if it is expressed in
per capita and per unit of real product terms. .The levels achieved
by these indicators, however, not only reveal the great distance
which still separates Latin America from world averages, but conceals
the major differences between the countries of the region, conditions
in the majority of which are precarious in this connexion. ~Despite
the progress made, which enabled the percentage of the population
supplied with electrical energy to increase from nearly 46 per
cent to slightly over 50 per cent of the total population of Latin
America between 1970 and 1973, these figures reflect the size of
the deficit, which is mainly concentrated in rural areas.

.During these years, the tendency towards direct state control
in the ownership and administration of the electrical enterprises has
become more pronounced. Three states have nationalized the major
enterprises operating in their territories and have come to control

~national production of electricity nearly entirely. Throughout
the region, around 1973, slightly over 8 per cent of 3ll the
installed capacity of the public service was under private and in

. particular foreign control.
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(v) The development of mining

Mining activity at the regional leveél has experienced no major
changes and its growth continues at a slow pace, 80 that its share
in Latin America's total production and in the world supply of
mining products has gradually declined, in spite of the region's vast
potential resources. Although the share of mining in regional
production and exports is fairly ‘low, in the so-called mining
countries (Bolivia, Chile, Guyana, Jamaica, Peru and Surinam) it is
considerable, especially in the composition of exports; hence, its
performance is of crucial importance for 'the development of those
economies. . = .. ' ’

In the first three years of the present decade, output grew
at a rate of 2.7 per cent annually, which is lower than the average
for the second half of the 1960s when production was encouraged by
an increase ‘in demand as a restilt of the economic- boom in the
industrialized countries and of armed conflicts, particularly in
south-east Asia. In the toursé of the present decade, Low prices
predominated for the majority- of mining products, except in 1973
“and the first half of 1974 when unprecedented levels were recorded,
after which they steadily declined. These marked fluctuations
affected: production, which was shown to be highly vulnerable to
changes in prices and external market conditions and, in particular,
to the situation cufrently affecting the developed  countries. '

- Although the countries with a long mining tradition know the
extent of their principal mineral resources, such knowledge is"
insufficient in other countries and there ‘is no general inventory
of known reserves in the region, so that estimates at that level are
none too reliable. Merely as an indicdtion of the probable order:of
magnitude, it is estimated that Latin America’s present share in '~
world reserves of the principal mining products is as follows: copper,
25 per cent; bauxite, tin and iron, around 6 per cent; and manganese,
lead and zinc, about 7 per cent. Steps will have to be taken to
promote a better knowledge of these reserves and of the feasibiiity

of their economic exploitation.
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‘A characteristic feature of the known reserves and, even more

so, of the present output of the main mineral resources is that they
-are concentrated in a few specific countriess In- 1973, 90 per cent
of the production of bauxite was concentrated in Guyana, Jamaica and
Surinam, and copper in Chile and Peru;.over 80 per cent of the
silver, lead and zinec was produced by Mexico.and Peru, and about

85 per cent of the tin by Bolivia. Practically all the iron is
produced by Brazil, Chile, Mexico, Peru, and Venezuela and another
two (Cuba and the Dominican Republic) produce nearly -all the region's
nickel. This may well mean more favourable conditions ‘for the
conclusion, Jointly with other world producers, of price
stabilization agreéments in order to protect themselves from the
sharp cyclical fluctuations affecting them and constituting one

of the major problems of the sector. .

The main feature of the marketing of copper,; lead, zinc,
nickel and tin is a notorious price instability. The.
Inter-Governmental Council of Copper Exporting Countries (CIPEC),
grouping the four major copper exporters, was set up - among other
objectives -.to regulate copper prices. 'The appreciable differences
in production costs in the various countries, the heavy dependence
of their balances of payments on copper exports and the fact that.
fixed costs constitute a large share of total costs would seem to
constitute the greatest -difficulties encountered by these countries
in regulating production and prices. The fluctuations in tin prices
have been somewhat milder, which could be attributed to the action
of the International Tin Council, an agency grouping the main
producer and consumer countries - except the United 'States - and
operating on the basis of five-year agreements.

Contrary to the case of other mining products, iron ore

- showed greater price stability, since the main role was played by
transactions subject to long-term contracts and transfers between
integrated enterprises. The depression in demand, rather than in
prices, led to the difficulties met with by the independent producers

in placing .the ore. The marketing of bauxite (and alumina) from

/the region
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the region has no real market in the strict sense of the word, since
in fact it consists of transfers between subsidiaries of major
international enterprises producing aluminium so that the prices are
established nominally.

The value of Latin American mining exports has been determined
by the trend of market prices and conditions rather than by any
significant variation in the volume exported. The rapid growth in
the late 1960s, which was due to the high prices reached by the
principal metals and the increase in the market for some commodities -~
especially bauxite and iron ore - was followed by a contraction in
the value of total exports in the first two years of the present
decade, when those factors took a downward turn, particularly for
copper and iron ore producers. The upswing in prices in 1973 and
part of 197k led to an appreciable increase in foreign exchange
earnings under this head, which are now tending to decline.
Therefore, the overall result was that the average increase in the
value of exports was somewhat below the average for the previous
decade.

Most of the production goes to countries outside Latin America.
Only a few metals are consumed on a fairly large scale in the region,
basically in the relatively more developed countries: over 20 per
cent of the copper, lead, zinc and tin, and 17 per cent of the iron
ore. By contrast, Latin America's consumption of aluminium is
greater than the region's production, although it represents only
Ik per cent of the metal content of the bauxite produced.

Progress continued to be made although somewhat more slowly,
in the regional processing of metallic ores. Mainly owing to the
increase in the production of ores, there was a drop in the
proportion of blister and refined copper in the major producing
countries, which indicates that the installed capacity of the smelting
and refining slants was being fully utilized or else that temporary
bottlenecks had occurred in those stages. The new investment and
new processes envisaged will soon bring an increase in the value

added in copper. The most important advances were those made by the
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principal tin-producing country, with an increase in refined products
from barely 2 per cent of total output in 1970 to nearly 25 per cent
in 1973. It is estimated that a new refinery which began operating
in 1971 will enable this proportion to be. stepped up to 50 per: cent
in the next few years.

Two of the main bauxite producers (Jamaica and Surinam) have
managed to increase their output of alumina derived from calcined .
bauxite, processing about 50 per cent of their produc¢tion in 1973,
and both Surinam and Brazil have achieved the complete integration
of part of its mineral production, i.e., producing aluminium from.
bauxite. The other main producers of aluminium import the alumina
they need.

In 1972, nearly 20 per cent of the production of iron ore was.
concentrated, compared with 16 per cent in 1966, while agglomeration
in the form of sinter and pellets also increased. Part of this
processed output is exported, although the major proportion of exports
is made up of iron ore. ' There are good prospects for large-scale-
exports of semi-finished steel products, since a number of .
industrialized. countries have shown interest in purchasing such 1tems
instead of producing them lovcally, because of pollution problems::
and the high price of fuels. ' :

As regards other ores, the degree of processing has not changed
much, although large-scale investments are being made in some
countries. On the whole, the more developed countries have a high
degree of integration for certain ores, even though they are not
among the major producers in the region. In spite of the progress
made, considerable margins still remain for the processing of mining
products, which would allow an increase in the value added in the
exports of these and in import substitution.

Net cumulative investment in the mining sector in 1970 was
estimated at between 3,000 and 3,500 million dollars. In the same
year, the book value of United States enterprises in the Latin American
) mining sector was a little over 2,000 million dollars, while the

main investments of Latin American origin, largely made by State

/enterprises, were




- 54 -

enterprises, were estimated at no more than 700 million dellars, the
rest being made by other developed couptries. In the 1970s, foreign
investment grew more slowly than in cher.regions, being channelled
particularly to mining areas in.the more developed countries. The
growth rate of investment promises to be considerably higher in the
1970s since, judging from projects that are completed, under way or
programmed, total investment in the sector is expected to be around
6,600 million dollars, mainly in the production of copper, iron ore
and aluminium. The tendency towards increasing State intervention
in these activities places greater financial demands on fiscal
resources, so that more efficient investment policies are necessary.

During these years, the countries have consolidated their
sovereignty over their natural resources and production, the
ownership and control of which have in several countries been
transferred to the public sector, and at the same time the State
exercises greater control over the conservation of mineral resources.
In gome countries the creation of semi-public companies with the
participation of foreign enterprises and national capital, whether
of State or private origin, has been fostered. State intervention
is emerging at the present time as the dominant feature of mining

policy in Latin America.
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II. LATIN AMERICA'S EXTERNAL ECONOMIC RELATIONS AND
THE INTERNATIONAL ECONOMIC SITUATION

A. THE EKTERNAL SECTOR IN LATIN AMERICA
PRESENT SITUATION AND PROSPECTS '

Developments in recent years may have given.grounds.for
believing tnat the external sector trends in many Latin American
countrles hac cnanged so radlcally that the llmltatlons 1mposed by
the external )ottleneck on economlc development would be conslderably
reduced. ' ' ‘ o '

The value of exports rose at a v1rtually unprecedented rate.
There was also, oartlcularly 1n some countrles, a sharp increase in
external flnanclng, which even exceeded service payments and flnanced
a substantlal trade deflClt. The comblnatlon of these two factors
made for a notegle increase in 1mports whlch, hesldes maklng the
economies of nany countr1es of the reglon more open, enabled them to
achieve a Righ growth rate for the product in comparlson both w1th
past trends and with the goals lald down by the 1nternatlonal community
in the International Development Strategy. ‘ _

For an accurate appralsal of these developments, however, 1t 1s
necessary to examine not only the causes of this trend and its posslble
Aduratlon, qu also the prosoects for the next few years.

It is elso true that the volume of exports of primary commodltles
is Stlll 1ncleas1nv at a conslstently slow pace.

Exports of manufactures, which have reached fa1rly hlgh levels
in some countrles and in whlch 1ntra-area trade plays a highly
important part, constltute an 1mportant element of structural change
in the externcl sector. Although manufactures do not yet account for
a slgnlflcaht snare of total exports, they exercise an apprec1able
influence on the overall rate of growth. In spite of the effect of
these sales, nowever, the total volune of Latin America 5 exports is
1ncreas1ng et a rate ox less than b per cent annually, whlch in the
next few years naJ be subgect to the adverse 1mpact of the present

international economic s1tuatlon.
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Another element of structural change is the action of producers
of some raw materials to defend the prices of their exports. A motable
example is petroleum, the prices of which, by agreement among the
exporters, were substantially raised.. In some Latin American countries,
this led to a radical change in the basic conditions governing their
international economic relations and the operation of their external
sector. They have obtained the capacity to step'up imports at a
rate consistent with their development needs, and one of these
countries (Venezuela) possesses surplus resources to invest abroad.
This surplus is also an important factor for thé region as a whole,
since it makes it more feasible to consider measures for regional
co-operation and for increasing recipfocal trade.

The developments in connexion with petroleum also set an
important precedent for other commodities. Encouraged in some degree
by the results obtained by the Organization of Petroleum Exporting
Countries (OPEC), some incipient and partial measures have alfeady
been taken to defend export earnings from certain raw materials.
Although obviously the possibilities of defending export earnings are
not the same’for all commodities, and the organization of the various
commodities requires time and persistence, there is clearly an important
possibility here of structural change. Many déveloping countries have
already realized this; In addition, there has been a certain change
of attitude on the pért of the developed countries, which have started
to attach importance to security of supply. These facts could
contribute to increasing the poséibilities of agreementé between
producers and consumers of raw materials, with a view to fairer and
more stable treatment for developing exporter countries.

In addition to these structural elements, some circumstantial
- and therefore temporary - developments have taken place which largely
account for the increase in the value of exports. The prices of
primary commodities experienced an unprecedented boom, in terms of
both magnitude and the number of products affected. This was due
to specific factors in the case of each commodity, connected with

both supply and demand, which not only are not of a permanent nature
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but began to change markedly since the middle of 1974. 1In the last

few months of the year, a number of basic commodities started to drop
in price; some, like metals and agricultural raw materials, fell
swiftly and sharply; others, like foodstuffs, dropped more gradually
but with prospects of declining further in:the course of 1975 and 1976.

Vhat is less noticeable at first glance is that the prices of
imports of the non-oil-exporting countries of Latin America, which
in 1972 and 1973 lagged behind export prices, rose faster than the
latter in 1974, ’ ‘

This was partly-due to the increases in the prices of petroleun,
foodstuffs anc other imported raw materials, and particularly of
manufacturecd »nroducts purchased from the developed countries. The
inflationary process in the developed economies was transferred to
the developing countries. through the-inc¢reased prices of industrial
equipuent and intermediate goods.  What is mofe’important is that
these 'increases in import ‘prices dre not likely to drop as in- the
case of Latin America's raw material exports, but in all probability
will continue to rise rapidly .for'a few years owing to the' persistence
of the inflationary process in'the developed countries. Consequently,
in the next few years-a sigrnificant deterioratién mayvﬁe‘éxpected in
Latin America's terms of trade,~which can only be lessened by energetic
co-operative action by the developing countries to deéfend the
purchasing nower of their export commodity prices.’

Moreover, encouraged by the accelerated gréwth of the value of
exports and by the external financing obtained, the volume of imports
has in some cases reached high rates of growth. In many Latin American
countries, not only has the growth rate of imports in the past 10 years
been 1.2 to 1.9 times that of the product, but in the last two years,
coinciding with the boom in raw matérial prices, the incréase has been
even greater. This is partly due to the fact that some of these
‘countries have been implementing an economic policy aimed at changing
over from a fairly closed economy to one which 'is more open to the
international market. . Other important factors of a different kind

also influencec this trend. The structure of demand gradually

/changes as
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changes as per capita income rises, incorporating an increasing

content of goods in the production of which a larger proportion of
imported intermediate and caepital goods is used; the shortcomings of
Latin American industrialization, in which the production of intermediat
and capital soods has systematically lagged behind, is mainly
responsible for this situation. Owing to the limited facilities for

the creative acdaptation of technology, a significant quantity of

goods resulting from technical innovations have to be purchased

abroad, and this pushes up import requirements.

A large proportion of imports consists of essential goods for
industrial production and capital formatiom, -so that although there may
be some margin for curtailing imports, this cannot be carried beyond
certain limits without affecting internal economic activity, living
levels, emplovient and economic development itself. - Although the
product-elasticity in relation to imports is not at present a serious
problem for some oil-exporting countries, for many others it is a
source of considerable concern, since, in the face of the unfavourable
trade prospects referred to above, it may become necessary to modify
their policies and even, perhaps, to lower their growth rates.

The year_l974 marks a period of transition, since the prices of
some basic commocities were still rising in the first half of the
year but several of them started to drop in the second, although this
is not yet reflected in the average for the year. In 1975 and 1976
this drop will be more evident and will have severe effects on the
countries' economies. ‘

In consequence, the trade deficit of the non-oil-exporting
countries soared from a little over 600 million dollars in 1973
to some 80,700 million dollars in 1974. With the addition of the
net sum of interest and dividends on foreign investment and other
non-factor service payments, the total balance-of-payments deficit on
current account reached about 13,000 million dollars in 1974, i.e. more
than half the value of exports. There were many countries in which
the deficit increased several times over in relation to the preceding
year, and some in which it exceeded 50 per cent of their exports.

/These figures
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These figures are sufficiently eloquent of the magnitude of the
external-sector probiemé.’ ‘ - IR,

" Dhe four oiliexporting countries showed-incréases in their
export values in 1974 which ranged from 100 per ‘cent in the case of
Zcuddor to 176 per cent in that of Venezuela, ifi relation to the 1973
figﬁfés.' Significant differences can be noted ‘Between these countries
as regards the growth of imports, which, although vigorous in all of
them, was on a more moderate scale in Venezuéla's case whereas it
boomed in one or two other countries, which spent a substantial
proportion of the increment in their earnings on external purchases.
For these countries one of the main problems at the moment -seems to’
be that of éfficiently utilizing the ddditional resources accruing
from the higher oil prices, and availing themselves of this opportunity
to make apbreciable‘heééway in solving somé of the serious problems
still besetting them in relation to unemployment, underemployment, and
the low levels of living of large ‘sectors of their population. Another
feature observable in these countries'is the heavy incidence of
service payménts in respect bf‘bréfitszbh-foreigh investment, whose '’
rising trend parallels the growth of their petroleum exports.

A country;by;country'énalysis‘of the outlook for 1975 and 1976
also reveals the marked difference between the oil exporters and the
other countries of the region. The former, which enjoy prospects of
a much betfer‘balance-of-payments position above than that
of the average oil-importing country, will still have possibilities
of financing the imports necessary for a reasonable rate of growth.
lHost of the non-oil-exporting countries, on the other hand, are
confronted with serious potertial trade gaps ranging from 30 per cent
to a little over 100 per cent of exports, on the assumption that it
is proposed to attain growth rates similar to the International
Development Strategy targets. The ratio of the shortfall in external
resources to eﬁpbrts.willrremain the same in 1976 as in 1975, and in
some instances will even irncrease. ~This méans that the countries in
question will have difficulty at least over the next two years, in

o
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maintaining reasonable growth rates, comparable to those recently
achieved. The inevitable corollary is the question: What relation
may exist between a possible reduction of the growth rate on the one
hand, and the relief of economic and social pressures, which can be
riore easily faced up to by an economy in process of dynamic expansion
than by one in a state of stagnation?

The relative impact of external-sector problems during 1975 and
1976 varies zreatly from one country to another, and there are also
considerable potential differences in the means the countries will
have at hand for dealing with these problems. In the study "Latin
American development and the international economic situation', the
potential situation of each of the countries of the region is
projected,‘end the Possible magnitude of the deficit is determined for
each. '

The potential balance-of-payments deficits in the next two years
are related to the downward trend of prices of primary commodities;
to the additional efforts which will have to be made to maintain
exceptionally high rates of ‘expansion of exports of manufactures in
the context of a sluggish world economy; and to the substantial rise
in the prices of imports linked with world inflation and with the
high product-elasticity coefficient of ‘import growth, which reflects
trends in recent years. Influence in the same direction will be
exerted by the lower growth rate to be expected in the developed
economies and the stepping-up of competition among the industrialized
countries themselves, in face of torpid markets. The possibility
is even envisaged that access to the markets of some developed
countries may be restricted by the measures they may adopt to cope
with their immediate difficulties. Furthermore, two developments
should be stressed as important causal factors whose effects on the
region call for analysis: firstly, the preferential trade arrangements

made by the iZuropean Economic’Communify (EEC) with a group of
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L5 developin, countries, which have conslderably expanded the area
of its special relations: and, secondly, the Unlted States Trade Act,
which contains prov1slons restrlctlng Unlted States imports from
oil-exporting countries- and posslbly from other developlng countries
as well. ' _ »

It is clear from all this that the influence of the international
situation on national economies is extremely uneqnal.A Some countries,
especially the oil exporters, are‘enjoying an exceptional spell of
prosperity. Others are facing potentlal dlfflcultles, but even in
this group siznificant differences are observable, whereas 1n some
cases, the problems are apparently not on so a great a scale as to
be unmanageable, in others the violence of’their impact and the lack
of room to mdhoeuvre will probably give}rise to hardship, at least
in 1975 and 1976. Co-operation among Latin American countries is
now more necessary than at any time in'thebpast decade,-not only
ecause the differences in their'situations make»sucn cofoperation
feasible, but also because the countries of the reg}on‘may find in
it a valuable instrument with which they can strengthen the ties
. between them instead of allowing the marked disparities in their

economic circumstances to constitute a factor of disnnion.

The question of whether a conntry has or has not a heavy backlog
of external debt, with servicing commitments that are high or low in
proportion to its exports, is important for determining the various
countries' wossibilities of resorting to increased external borrowing.
The situation in this respect varies'considerably from one country
to another. o ‘ _

- From one case to another, too, the Latin American countries'
conditions of access to the internationallfinancial market_differ
appreciably, being particularly favourablevfor such countries as
Brazil and liexico. From another point of view, a consensus of
opinion is growing up in the international communit& in favour of

succouring the countries most seriously affected by existing

/international circumstance:
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international circumstances, rather than assisting other developing
countries. But this principle of aid to the most needy, the justice
of which is undeniable,vshould not be carried so far as to leave the
Latin Americaﬁ countries entirely to their fate, since nost of them,
although not included in the most4distressed group, are nevertheless
beset by extremely serious internal development problems.
) In the next few years the international financial and monetary
system in its turn, is likely to display certain characteristics
which merit careful attention. In the first place, the floating
of the currencies of the industrialized coﬁntries is one of its
mﬁét significant features at the present time. The developing
countries are bound to link their currency to that of some developed
country, inasmuch as their financial markets are too small and
underdeveloned to permit of separate flOating.OPerations. Thus
the external sector of the developing countries is exposed to
additional uncertainties, since it‘follows‘the fluctuations of the
currencies to which its own is linked. |

A second vitally important development is that temporarily
at least there has been a change in the basic factor that supported
the transfer of financial resources from the developed to the
developing countries: namely, the developed countries' balance-of-
payments surplus on current account, with which they financed
investment and financial co-operation in the developing countries.
The targets set up for official external financial co-operation,
which were not being attained, are now in danger of becoming more
unrealistic still. The contribution of external financing to the
development of Latin America will probably not be made in the same
way, or throush the same channels, or on the same terms as in the
past,

Since Latin:America's intra-regional trade is more dependent
than its extra-regional trade on the will of the countries of the

region themselves, it may on this account, and up to a point, play

v
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a stabilizing role in the near fetﬁre, by maintaining a rate of
expansion more like that recorded in recent years, even if the
international economy loses dynamic impetus. This underlines the
importance of Latin American eo-onefetion as a means of helping to
overcome the ¢if 1cult1es that may lie ahead. )

The setlousness of the balance—of-payments problems, and the
nature of t’e solutlons that may. be adopted, ,are closely linked to
"the possible curatlon of the perlod of difficulties. :Should the
recession in the developed countries be relatively short, emergency
measures can e addhted - including a substantial increase in
supplenentary external flnan01ng - to which it would not be feasible
to resort in the same way or to the same extent in face of a more
lastlng sltuatlon, because of the subsequent. effects that .some of
these expeélents mlght produce.

These prospects for the Latln American countries' external sector
ﬁresent themselves in the context ofllnausplc;ous circumstances. in the
developed countrieSNWhichvconstitﬁte the region's leading customers.
The data and progectlons 1ssued in December 1974 by the Organization
for Economlc Co-operatlon and Development (OECD) indicate, -for the
group of countries fqrmlng thlslorganlzatlon, some of the important
featuree of development‘in_1974‘and11975. The conclusions reached
by OLCD showed that these two succeseive years would witness a
stagnation in the growth rate,.a rapid rate of inflation and a high
'balence-of-payments deficit oh cufrent account. The stagnation is
liﬂked with.eh increase invunempioyment,,although foreign labour is
pfeportioﬁally harder hit by the decrease in employment. This overall
sitﬁation‘covers differences between one country and another, some
havihg to face critical difficulties, and others finding themselves
in'feiativelj eaSy circumstances. But in any event it is obvious
that the econowmies of the industrialized countries are going tlirough

troubledvtimes.

/B.  SUGGESTIONS -
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B. SUGGESTIONS FOR ACTION

In face of the chénges that are coming about in the world
ecoﬁomy, and in response to the problems with which many of the
Lafin American countries may be confronted, action can be taken to
seek ways of overcoming the difficulties of the present juncture
fhrough internatiohal co—operatién; In the past, important positive
decisions have often been adopted in times of stress which have thus
paved the way for noteworfhyvphases in the development of the
Latin American countries. The industrialization process itself and
economic integration are two significant‘céses in point.

The emphasis laid here on certéin measures which can be taken
‘through inferﬁational co-ope:dtion is in no way inpended to detract
from the importance of the decisions'which basically fall within
each individual country's sphere of 6ompetence.; Since this is a
study designed.for intefcoﬁhtfy'd16cussion, it seemed appropriate to.
focus attention on those aspeéts pf'the problems in.which international
action can make outstandiné:contributions to their solution.

Such international c0moperation may fake place at the regional
and/or the interregional or world level. ]

At the regional level, whether it be that of Latin America as
a whole or that of groups of countries within the region, various
forms of action can be adopted, both through the integration machinery
already existing and through other new or ad hoc mechanisms based
on integration prdcesses but not limited or constricted by them.
Economic integration, conceived in the broadest sense of the term,
can do much to assist in dealing with the external problems in question
It seems obvious, too, that besides stepping up the integration
processes in their present form and making more thorough use of their
existing instruments, it is essential to improve them by introducing
appropriate adjustments in the light of present circumstances and of
the experience already acquired. Paradosical as it may seem the
difficulties shared by a large number of the countries may prove

vital incentives to the political decision needed for these changes

/and adjustments




and adjustments. Furthermore, specific co=operation measures can
be put into practice complementarily and. compatibly with the. formal
integration processes;_ Regional collaboration depends exclusively -
or essentlally on the will of the Latln ‘American countries themselves.
Hence its 1mportaqce in face of a situation . in which it is
1ndlspensable to act w1th resolution and speed.

At the 1nterreg10nal or world level, Latin Amerlcan
countries can take actlon in co-operation with the developing
countrles in other reglons and with the developed countries. .

Co—operatlon with other developing countries is-a sine qua non for .

the definition of common policies in respect of relations with
developed countries and vis-a=-vis such problems as the reform of the
international monetary system ahd the organization of commodity
iimarkets, intef‘alia,.Diélogue among the. Latin American.countries is
a valuable step towards better-organiéed and more fruitful procedures
for seeking dialogue with countries outside the region.
In relations with the developed countries, interdependence
and complementarity are ﬁajof determinants of the need for negotiation,
understandlng and co-0perat10n. The construction of a more.equitable
system of economlc relatlons befween the developing and the developed
worlds is more necessary than ever at the present juncture, when. the
international economic order is uneergoing transformation and when
potenfial difficulties afe‘looming up which, while they may affect
the level of living in the case of the developed countries, may
jeopardize the very survi#al of large population sectors in
Latln Anerlca and the developlng countries as a whole. In these
01rcumstances, Latln Amerlcan co=~operation is essential, so that the
voice of the region may make itself heard in the international
de0151oq~mak1ng forumso . The developed countries themselves = in Europe
for 1nstance - are seeking to define common positions as a-means of
increasing thelr part1c1patlon in the decision~making proecess, despite
the fact that thelr relative importance and means of action are already

substantially greater than those of the Latin American countries.

/The solutions
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The solutions to be adopted must embody a combination of
short- and long-term measures: ‘the former, to cope with the immediate
effects of the existing situation and enable the economies to continue
operating on normal lines; and the latter, to create better conditions
for the future so as to ensure an unremittihgly dynamic evolution
of these countries' external sectors over the long term.

The Latin American countries have already launched some
valuable initiatives, such as action = in some instances still
incipient - in relation to selected commodities (bananas, cdffee;
copper, bauxite, iron ore) and the new-style agreements on oil sales
concluded by Venezuela with Peru and with the five Central American
Common Market countries and Panama. These measures may be
susceptible of application in a wider sphereA- speaking bbth
geographically and in terms of products and problems = and, furthermorc
will need in many cases to attain a depth and maturity with which only
time and perseverance can endue them. .

In the present Summary no attempt is made - nor berhaps, would
it be practicable - to present a more or less complete list of the
principal forms of action possible for Latin America in the fields
of intra-regional and interregional or world co-operation. It. is
. thought preferable, rather, to put forward a few ideas on which
discussion may usefully be centred with a view to their more detailed
study and possible application. Subsequent meetings may afford
favourable opportunities both for going into these ideas more
deeply and for considering others. The‘presentation of a deliberately
limited number of measures should be no obstacle to the suggestion
of alternative possibilities or the definition of other foéal points
for action which may prove opportune or expedient. '

" As has already been said, the solutions to be adopted must
combine short-term measures - quicker to yield results - with others
of a longer-term character. Both types are necessary. Those presentec

here are mainly measures of the second kind, inasmuch as it is they

/that may
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that may form part of:the hasic structure of the future international
economic order, either because they relate to,dts»main institutional
aspects, or because they introduce substantial and lasting changes

in the system of economic relations between the Latin American‘

countries and the rest of the world. .

1. Regional co=~operation policy -

This policy?should be'directed:towards therdevelopment of

| majorysectors of economic activity'throngh the'promotion of
investment, production and intra;area trade.“One‘of itsbtop-priority
concerns should be the basic industries, although this must not
impiy.neglect‘of'agriculture and the traditiocnal industries and
infrastructure proJects of mult1nat10nal interest 1n Latin America.

These bas1c 1ndustr1es are marked by the folTow1ng characteristic:
(i) they produce cap1ta1 and 1ntermed1ate goods whlch represent the
bulk of Latin America's imports; (ii) their develooment is systematical
lagglng behind that of ‘other sectors of the economy, (iii) they have
rmportant economies of scale, and frequently entail an 1mmense
technological and financial effort, which’ hampers the1r efflClent and
rapid deveropment ‘within the narrow confines of each 1nd1v1dual
country s market, even in the case of the larger countrles of the
reglon.

These act1v1t1es should be developed with a view to meetlng
domestlc demand in each country and at the samé time exportlng,
1ntens1ve advantage should be taken of sales poss1b111t1es outside
Latin America, but in any event intra-regional trdde ‘would pronde aore
dynamlc bases for growth, even if the 1nternatlonal economy underwent
dlfflcultles.

’ A mlnlmum of concerted formulation of development pollcles by
the countr1es of the reglon is requlred in order to deflne the
act1v1t1es in whlch each is to spec1allze in the context of a '

reglonal market that w1ll permlt the gradual constructlon of a larger,

/sounder, and
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soﬁnder;and more dynamic economy, endowedlwifh,bargaining capacity.
In so far as industrial development follows a trend towards
specialization at the intra-sectoral level, i.e., mainly at the level
of goods or groups of goods within each industry and not at that of
one industry or another, this specialization can be reconciled with
the achievement of a diversified structure of production and trade
for each of the individual countries; in this way, and with the help
of this co~operation, they will all create the right conditions' for
more advanced and thriving industrial and technological development.
The recent examples of specialization afforded by the motor-vehicle
industry and other metal;manufacturing and machinery industries which
has divided the production of spare parts among various Latin American
countries,valthough modest in scope, are of some significance, and
indicate that such concerted specialization is viable and realistic.
It is essential to. prevent initial differences in'the degree of
development of the various countries from conducing *o a division

of labour whereby some are left mainly with the more traditional and
less dynamic sectors while others specialize in the branches of
industry using more advanced technology, with greater external
economies that spread throughout the whole of the industrial structure
and help to train more skilled and better paid labour; and to that
end‘it is necessary to apply programming, technical co=operation and
financing measures, in the case of countries whose levels of
development are very unequal. The concerted action referred to would
be carried out on flexible and pragmatic lines. :

This policy should be implemented through the integration
processes under way in the region, for which purpose these must be
given powerful impetus where the liberalization of intra-regional
trade is concerned and above all in respect of sectoral agreements.
Besides stimulating and utilizing these processes to the maximum, the
region should seek flexible formulas which would enable progress to be
made in specific projects and activities concerted between two or more
Latin American countries, on lines compatible with the aforesaid

integration movements.

/A general
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A general framework is required for assessing the contribution

that this set qf.intggration processes and specific co=operation
_actions make ~ at regional and country level = to the basic objectives
of development, as well as to the solution of -such problems as
~structural ﬁnehploymeﬁt, low standards of living in the lowest
income levels, chronic‘exterpal bottlenecks, and a deficient
productive structure.‘A framework of this kind makes it easier to
perceive the acliievement of the balance between countries and to pursue
it more systematically. It also provides a refercnce point rather thar
2 rigid-setting for actionsy it-will be open-to periodic review and
will serve to control the general progress of the co~operation
process, by appraising the real potential results of actions and
decisions adopted in the light of the more general development aims
pursued, and so,gearing‘new decisions to more rapid progress and
to whatever corrections, may be needed while ensuring that the
decisions and agreements adopted are still firm and stable enocugh to
provide security for the investments arising out of them. Constructio:
~of sound regional énq national economies takes time and integration
and co«operatibn activities will carry on for a number of years; they
are not the result of a single set of decisions taken at given time.
Ihstruments.for applying this co-operation policy may include

the following, which are complementary:

~ (a) Intensifying and strengthening the integration processes
under way in the region, particularly LAFTA and the Central. American
Common Market, and promoting relationships among them; greater
consistency between the Cartagena Agreement and the remaining LAFTA
member countries; careful examination of prospects of co~operation
aﬁong countries/of'the Caribbean Basin in its broadest sense.

(b) A Létin Américan regional mechanism to promote co-operation

projectsband actibns having to do with investment, production and

trade among integration processes, and among countries or groups of

countries. It is not only a matter of providing part of the financing

/Tor these
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for these projects and contributing to obtain part of the balance,
but also of looking at technical aspects and handling arrangements
throughout the period prior to implementation, including obtaining
the agreement of the participating public and private organiéations
and national agencies. Mobilization of resources from‘oileexporting
countries in the.region and promotion of associations améﬁg
governments and enterprises of different Latin American countries,
based on these projects, would be significant elements in operating
the mechanism. |

(¢) Latin American multinationél corporations associating
several countries in activities of common inferest, in orderrto
attain greater capacity for nmobilizing financial, technical and
human resources that will permit envisaging larger pfojects and
improving bargaining pbwer vis«é—vis extra~regional multinational
corporations for purchasing technology on favourable terms. Such
corporations can also fill a major role in mobilizing financial
resources from oil-exporting countries of the region and from other
extra~regional ones. In addition to productive activities,
corporations of this type may handle commercial'operatidns to promote
regional trade and integration, and to export outside Latin Anmerioa,
especially non~traditional commodities.
’ (d)'Regional payment arrangements. The main objective would be
to promote intra~regional trade. It would operate through the
multilateral compensation of balances and financing of part of
non-~compensated balances with the use of funds obtained from
oil~exporting countries and countries with surpluses. Provisions
encouraging'countries with a surplus in the intra-regioﬁél tréde to
spend‘part of their credit balances on purchases in the regibn can
contribute substantially to achieving the main purpose. The possibility
of having funds available that will allow suitable terms to be set for
payments on debts is important for the effectiveness of this mechanism

as a means of promoting intra~regional trade.

/2. Action
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2. Action on the international plane

In addition tovCO-ordinatioﬁ wiﬁhin”Latih\Americag‘global or
international co-operatioﬁ requires eéreement wifh othervdeveleping
countries and with developed countrles, as the case may be. Two
fields for- dlscu551on may be 51ng1ed out: (a) p011c1es on basic
commodities; (b) policies on 1nternat10nal flnan01ng.

(a) Policies on basic commodities

In this field three items or topics may be identified as
having priority interest for international co~operation:

(i) Qutline of a new policy on 1nternat10nal commodity agreement:c

The establishment of the producers' assoclatlons has aroused the
interest of developing countries, follow1ng the relatlve failure of
the policy based on the/negotlatlon‘ef trad1t10na1 cemmodltles
agreements. Producere‘ associaﬁiohs‘may’elso be looked on as a form
of commodity agreement, open to adjustment teﬁthe'proddetion and
marketing characte:isticewef individual productS'or‘of several
products-simultaneouslyp The developed countrles ~ on the whole =~
have frowned .upon such assocmat;onsa However; the need is being felt
to adopt a new approach to the pblicy on international’ cemmodlty
agreements so that they can be negotiated more rapidly‘and Operate
more effectively;vthe establiehment ofrproducefs‘ associations of
major interest. to developing eountries should also be studied, either
alternatively. or simultanepusly° - v |

(ii) Financing of national and international buffer stocks.

Present facilities for external-fineneing of international buffer
 gtocks are quite limited. MNoreover, the evolution of markets for
basic commodities in the near future willvprobably require the setting
up and operation of buffer stoeks, both internationally and in the
developing exporter countries. Consequently it is eseential to
examine the reforms that may be introduced into existing mechanisms

or possible new financing arrangements, in order to face the possible
establishment of buffer stocks for a certain number of products or

groups of products, in addition to going further into the study of

the various ways of operating such stocks.

/(iii) Indexing
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(iii) Indexing of basic commodity prices. Although policies

. concerned with price maintenance, guaranteed prices and parity
prices have been long included among the economic instruments of
developed countries, their international equivalent has not been.
found. Furthermore, for a long time the need has been recognized
for drawing up principles and guidelines on an international pricing
policy covering basic commodities, although the efforts displayed
and the consensus attained (on resolution 73 (X) of the Trade and
Development Board, for example) cannot be termed satisfactory. One
of the most interesting of recent ideas is price indexing, that is
to say, the linking prices of basic commoditieé exported by developing
countries to a price index of a group of imported commodities, in
order to ensure the relative stability of the purchasing power of
the former° This would permit practical application of the
recommendations on pricing policy adopted in the International
Development Strategy.

(b) Policies on international financing

Regarding international financing two points must be made:
promotion of the link between the SDR's and financial assistance to
development, and triangular recycling of funds from oil=exporting
countries.

The link, which has been widely debated, need not be discussed
further here. It should be pointed out, however, that, if no SDR's arc<
issued in the coming years, the link could not be made effective.
New arrangements would have to‘be dééigned ihvolving the issuance
of SDR's, and this would .require concerted action on the part of the
developing countries. ,

Triangular recycling would involve three groups of countries:
0il exporters, industrialized, and non~oil-exporting developing
countries.

Part of the funds composing the surplus of the first group
of countries would be transferred to the countries of the third

group on very soft terms. The role of the oil=exporting countries

/would be




would be linked to the volume of the funds. The role of the
industrialized countries would focus on the concessional element.
They would undertake to subsidize the interest rate on these
operations and take part in a system of guarantees ensuring proper
fulfilment of obligations. The amount of such subsidies would not
weigh too much on the balance of payments of the industrialized
countries. The larger volume of resources received under very
favourable conditions would allow the developing countries to keep
up a high procduct growth rate as well as an adequate import growth
rate. A major portion of these imports would be composed of
equipment and intermediate goods purchased from the industrialized
ccuntries, thus contributing to a dynamic world economy. The
industrialized countries would receive this portion of the funds
coming from the surpluses of the oil~exporting countries in the

form of increased trade instead of in the form of investments. This
would give greater statility to their balance of payments since,

as is well known, the behaviour of external trade is more regular
and reliable than that of capital movements; the cost of the subsidy
on interest rates would be offset by a reduction of the debt-servicing
problems of industrialized countries and of the adverse effect of

such service payments on costs, and hence on inflation.
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U LATIN AMORICA: ANNUAL GROWTH- RATES OF SOME
MACROECONOMIC VARIABLES, 1960-1974
(Percentages on the basis of valucs expressed at 1970 rriccs)
Natural scalc
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ARGENTINA: ANNUAL GROWTH RATES OF SOMBE
MACROECONOMIC VARIABLES, 1960-1974
(Percentages on the basis of values expressed at 1970 prices)
Natural scale
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BOLIVIA: ANNUAL GROWTH :RATES OF SOME
MACROECONOMIC VARIABLES, 1960-197L4
(Percentages on the basis of. . values expressed at 1970 prices)
Natural scalc T
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BRAZIL: ANNUAL GROWTH RATES OF SOME

M/ACROECONOMIC VARIABLES, 1960-197L4
(Percentages on the basis of values expressed at 1970 prices)
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COLOMBIA: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES, 1960-197L
(Percentages on the basis of valucs expressed at 1970 prices)
Natural scale
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COSTA RICA: INNUALL GROWTH RATES OF SOME
MACROECONOMIC VARILBLES, 1960-1974
(Percentapes on the basis of values expressed at 1970 priccs)
Natural scnle
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CHILE: /ANNUAL GROWTH RATES OF SOME
M/.CROECONOMIC VARIABLES, 1960-1974
(Percentnges on the basis of valucs expresed ot 1970 prices)
Natural scale
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DOMINICAN REPUBLIC: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES , 1960-19714,
(Percentages on the basis of values expressed at 1970 prices)
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ECULDOR: ANNUAL GROWTH RATES OF SOME
R .. . MACROECONOMIC VARIABLES, 1960-1974 -
’ (Percentqgcs on the basis of vnlucs exprcssed at 1970 prlces)
Natural scale ‘
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EL SALVADOR: ANNUAL GROWTH RATZS OF SOME
MACROECONOMIC VARIABLES, 1960~1974, “
(Percentages on the basis of values expressed at 1970 prices)
Neturnl scalc
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GUATEMALA: ANNUAL GROWTH RATES OF SOME
MACROECONOHIC VARIABLAS, 1960-1974
(Percentages on the basis of valucs expressed at 1970 prices)
Natural scnle
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HAITI: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES, 1960-1974
 (Percentages on the basis of values cxpressed at 1970 prices)
Naturql scc.le .
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HONDURAS: ANNU.LL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES R 1960-1971,
(Percentages on the basis of valucs expressed at 1970 prices)
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0: ANNUAL GROWTH RATES OF SOME

MACROECONOMIC VARIABLES, 1960-1974

(Percentages on the basis of values expressed at 1970 prices)
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NICARAGUA: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES, 19601971,
(Percentages on the basis of values expressed at 1970 prices)
Natural scale
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PANAMA: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES 1960—197h

(Percentages on the basis of valucs expressed st 1970 prlces)
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PARAGUAY: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLIS, 1960-197L
(Percentages on the basis of values expressed at 1970 prices)
Natural scale
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PERU: ANNUAL GROWTH RATES OF SOME
MACROECONOMIC VARIABLES, 1960—197h
(Percentages on the basis of values expressed at 1970 prices)
Natural scale
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. .URUGUAY: ANNUAL GROWTH RATZES OF SOME
' MACROECONOMIC VARIABLES,'1960~197A -
(Percentages on the basis of values cxpressed at 1970 prices)
Natural scale

(a) GROSS DOMESTIC PRODUCT AT FACTOR COST IDS targets
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VENEZUELA: ANNUAL GROWTH RATES OF SOME

MACROECONOMIC VARIABLES, 1960-1974
(Percentages on the basis of values expressed at 1970 prices) ¢

. Natural scale .
(a) GROSS DOMESTIC PRODUCT AT FACTOR COST IDS targets
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