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E X P L A N A T O R Y N O T E 

Resolution 250 (XI) of 14 May 1965, adopted by the Economic Commission 
for Latin America (ECLA) at i t s eleventh session, requested the Latin 
American Governments "to prepare national studies on the present status 
o f their respective industrialization processes for presentation at the 
regional symposium". With a view to faci l i ta t ing the task of the o f f i c i a l s 
responsible for the national studies, the ECLA secretariat prepared a guide 
which was also intended to ensure a certain amount of uniformity in the 
presentation of the studies with due regard for the specific conditions 
obtaining in each country. 

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

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

The national studies on industrial development, to be presented to 
the International Symposium relate , in alphabetical order, to the following 
countries: Argentina, Bolivia, Brazil , Central America, Chile, Colombia, 
Cuba, Ecuador, Guyana., Mexico, Panama, Paraguay, Peru, Trinidad and Tobago, 
Uruguay and Venezuela. 
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FOREWORD 

The aim of the present work i s to describe the s t a t e of 
Peruvian industry in the l a s t few years and to show how i t s 
principal sectors have evolved. I t i s hoped that i t will 
contribute to the prosing and study of the problems relating 
t o industrial development which will be discussed and further 
investigated in the meetings of the Latin American Symposium 
on Industrial Development, to be held in Santiago, Chile in 
March 1966, under the auspices of the Economic Commission for 
Latin America. 

This report was commissioned by the National Planning 
Inst i tute and has been jointly prepared by the research and 
economic study departments of the National Insti tute of 
Industrial Promotion and of the Industrial Bank of Peru, In 
certain cases the figures used are o f f i c i a l , but in others 
they have been calculated on a provisional basis and will be 
subject to comparison with the results of the survey of the 
different sectors which i s being prepared as a basis for the 
formulation of the General Economic and Social Development 
Plan for 1967-1970. 

With regard to i t s structure, the general design recommended 
in ECIA's outline for the preparation of national reports has 
been followed, and certain points which could not conveniently 
be included in this will be added and developed by our delegates 
during the meetings. 

/ I . HISTORICAL 
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I . HISTORICAL SUMMARY OF THE INDUSTRIAL DEVELOPMENT 
OF PERU BETWEEN 1950 AND 1964 

Between 1950 and 1964 the physical volume of industrial production 

increased at an average r a t e of 7 . 8 per cent a year . Expansion was 

continuous between 1950 and 1957, but in 1958, when the economic activity 
of the country suffered a sl ight recession, industr ial production f e l l 

by more than 3 per cent from the level of the previous year . In the 

l a s t f ive years ( i960 t o 1964) , however, i t has more than recovered and 

has been growing at an average rate of 9 . 3 per cent a year. 

The contribution of industry to the t o t a l gross domestic product 

has also increased. Between 1950 and 1954 the gross domestic product 

increased by 5 .6 per cent , and industrial production, measured by i t s 

quantum index, by 7 . 8 per cent . The gross product generated by the 

industr ial sec tor rose from 1 5 . 5 per cent of the t o t a l gross production 

in 1950 to 1 7 . 1 per cent at the end of 1954. During the next decade, as 

i s shown in table 1 , the contribution of industry to the gross domestic 

product rose from the 17 .6 per cent of 1955 t o 1 8 . 4 per cent in 1959, 

and then from 1 8 . 8 per cent at the end of I960 to 1 9 . 6 per cent in 1964. 

I t can be seen from this that manufacturing industry has maintained 

an almost constant rhythm of growth during the whole of the 15 years , 

covered by the analysis which shows that i t i s one of the most important 

sectors of the Peruvian economy. I t i s estimated that in the l a s t of 

these years the gross value of industrial production was about 

1 ,508 million dol lars , measured at I960 market pr ices . 

/Table 8 



Table 1 
PERU: CONTRIBUTION OF THE GROSS PRODUCT OF MANUFACTURING 

INDUSTRY TO THE TOTAL GROSS PRODUCT 

(Millions of dollars .of I960) 

Gross Total Pere em tag' 
Years industrial gross • Annual for the 

product . product contribution five' y3cir; 

1950 195.9 f 1 260.4 15 .5 
1951 212.8 1 344.1 . 15 .8 
1952 222.8 1 410.5 15 .8 
1953 247.7 1 502.2 , 16 .5 
1954 268.0 1 564.4 17 .1 .16.2 

1955 284.9 1 617.2 : 17.6 
1956 292.9 1 654.8 17 .7 . 
1957 318.6 1 727.6 - 18 .4 
1958 308.6 1 743.2 17.7 
1959 333,2 1 813.2 18 .4 18 .0 

I960 363.4 2 038.4 18 .8 
1961 421.7 2 226.4 18 .9 
1962 458.2 2 390.5 19 .2 ' 
1963 483 .8 2 478.0 19 .5 
1964 ^ ; 511 .1 , 2 610.6 19 .6 19.2 

Source: Macro-Economics Section, National Accounting Department of the 
National Planning Inst i tute . 

/ I I . RELATIVE 
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I I . RELATIVE IMPORTANCE, STRUCTURE AND GENERAL CHAliACTERISTICS 
OP MANUFACTURING INDUSTRY 

1 . The gross product of manufacturing Industry in the 
t o t a l gross domestic product 

According to figures provided by the National Planning Inst i tute , 
the r e a l gross domestic product of Peru grew by 28 .1 per cent between 
I960 and 1964, which i s equivalent to a cumulative annual ra te of 
6 . 4 per cent. Measured at I960 prices, in the f i r s t of these years i t 
was 2 ,038 .4 million dollars and in the l a s t 2 ,610 .6 million. (See 
table 2 . ) 

In the same period the real gross domestic product per inhabitant 
grew at a cumulative annual ra te of 3 . 4 per cent and increased by 
14 .4 per cent in a l l . In I960 i t was 211 dollars and in 1964 246 dollars 
at I960 prices , or 300 dollars in current values of 1964. 

The l a s t five years provide the most encouraging prospects of any 
period for which estimates of the gross domestic product have been made. 
Thus in 1955-1959 i t s t o t a l growth was only 2 . 9 per cent, as a result 
of the very unfavourable conditions of 1956 and 1958, while in the 
previous period, 1950-1959, i t was 5.6 per cent, high enough, i t is t rue , 
but s t i l l less than the rate achieved in the f inal period. 

The most important factor in this strong expansion of the Peruvian 
economy has been the growth of exports, which have risen by 6 . 4 per cent 
in the five years, that i s , from 432.4 t o 554.3 million dollars at I960 
prices (exports of gold and gold products are not included in these 
figures). 

The growth rates of the different sectors are given in table 2 . 
The rate for manufacturing industry of 7 .5 per cent i s the fourth highest 
af ter those for commerce, fishing and building. 

/Table 8 
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. Table 2 

PERU: REAL GROSS DOMESTIC PRODUCT, BY SECTORS OF THE ECONOMY 

(Market prices of I960) 

I960 1964 Average annual 
Sectors (millions of (millions of growth rate 

dollars) dollars) 1960-1964 

Agriculture. . ¿¿4 .6 512,7 5 .5 
Manufacturing industry 383.4 5 1 1 . 1 - 7 .5 
Commerce 3 3 9 . 9 4 5 8 . 9 7 . 8 
Exploitation of minçs 
and quarries 179.8 199.5 2 .6 

. Housing 163.7 192.7 4 . 2 
Government 157.2 202.4 6 . 5 
Miscellaneous services 120.6 143.4 4 . 4 
Transport, warehousing and 
communications 110.2; 139.8 6 . 1 
Banking, insurance and 
rea l s ta té 75.5 96.7 6 , 4 
Building, ; 64 .8 107.0 13 .4 
Fishing . . . . 28.7 . . . . 46 .4 12.7 

Total real gross domestic 
product 2 038.4 2 610,6 6 . 4 

Source: National Planning Insti tute , 
a / Comprises extractive fishing act ivi ty only. 

2 . Industrial employment in the t o t a l active population 

There are two strongly contrasted types of enterprise engaged in 
industrial a c t i v i t y . One group, which includes both traditional 
industries such as t e x t i l e s and brewing and industries belonging' to 
more recently developed branches such as basic chemical products, plast ic 
moulding, e t c . , c o n s i s t s of large-scale , well equipped factories . 

The other comprises numerous small-scale establishments among 
which artisian forms of production prevail certain industries in the 
f i r s t stages of development, and long-established industries, such as 
those producing candles and tobacco products, Whose manufacturing 
equipment i s worn out and -which therefore retain antiquated" systems 
of production. 

/To obtain 
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To obtain a more precise account of the difference between these 

two classes i t i s necessary t o consider the figures for employment and 

for the number of establishments in each branch of industry, such as 

are given in table 3 , where they have been based on a sample of 

5,266 enterprises giving information, whose t o t a l employment i s 

181,197 persons. Their average employment i s 35 persons per establisment, 

which indicates the extent t o which the industrial sector consists of 

small and art isan-type industries» The branches which have the lowest 

employment f igures , that i s , 21 persons on average per establishment, 

are footwear and wearing apparel, wood and furniture, printing, and 

miscellaneous. I f these industries - whose contribution to" the t o t a l 

aggregate value i s anyway small - are excluded, the average for the 

remaining manufacturing a c t i v i t i e s r i ses t o nearly 40 persons per 

establishment. 

Table 4 , which i s derived from the industr ial census of 1963, 

elucidates the structure of industry in Peru. Of the 23,308 establishments 

included in the census 82 .2 per cent employ less than 5 persons each, 

altogether employ 15 .3 per cent of persons employed in industry and 

contribute 1 . 8 per cent of the gross production value. At the other 

extreme were 6 . 2 per cent of the establishments employing 71 per cent 

of industrial manpower at an average of more than 20 persons per 

establishment and contributing 9 2 . 1 per cent of the gross production 

value. 

Analysis of employment distribution in registered industries shows 

that there i s a high concentration in those manufacturing foods, t e x t i l e 

products, footwear and chemical products, which altogether employ 

54 per cent of the manpower of the sec tor . 

An important aspect of the employment s i tuat ion i s the training 

given t o employees. National Apprenticeship and Industrial Labour Service 

(SENATI) estimates that of a l l persons employed in manufacturing industry 

only 2 . 1 per cent belong t o the category of professionals and technicians 

and 14 .9 per cent t o that of s t a f f . 3 1 . 5 per cent count as skil led or 

semi-skilled workers and the remaining 1.5 per cent as unskilled workers. 

/Table 8 
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, ; •• " • Table 3 

PERU: NUMBER OF ESTABLISHMENTS AND EMPLOYMENT IN MANUFACTURING 
INDUSTRIES GIVING INFORMATION, 1964 " 

Industrial divisions 
Number of 

enterprises. 
Persons 

employed 

20 Food products 1 285 45 452 
2 i Beverages 310 8 171 

22 Tobacco 2. 1 032 

23 Textiles 406 . ... 27 060 

24 Wearing apparel arid footwear 583 14 436 

25 Wood and cork, excluding furniture 208 3 788 
26 Furniture 268 4 983 

27 Paper and paperboard 40 "2 734 

.28 Printing and related industries .318 7 938 

29 Leather, excluding footwear 80 2 233 

30 Rubber products . 36 1 389 

31 Chemical product's 267 . 11 400 

32 Petroleum and coal products 10 650 

33 Non-metallic mineral products 243 9 80S 

34 Basic metals ,. 21 7 586 

35 Metal products .244 7 385 
36 Machinery 189 ... 5 656 
37 E l e c t r i c a l machinery and accessories 105 2 153 
38 Transport material 414 12 625 

39 Miscellaneous 237 . 4 718 

Total 5 266 . 181 197 

Sourcet Industrial Bank Of Peru (BIP) - National Insti tute of Industrial 
Promotion (INPI), on the basis of o f f i c i a l figures. 

/Table 4 



Table 4 

PERU: NUMBER OF ESTABLISHMENTS, EMPLOYMENT AND GROSS 
PRODUCTION VALUE BY SIZES OF ESTABLISHMENTS, 1963 

Establishments Employment 

Size of establishments 
Total 

Per (thou- Per 
cent sands cent 

of 
dollars) 

Less than 5 employees 
From 5 to 19 employees 
20 or more employees 

19 157 82.2 30 607 1 5 . 8 21 1 , 8 
2 704 11.6 25 596 13.2 71 6.7, 
1 447 6 .2 137 224 71 .0 1 081 92.1 

Total 23 308 100.0 193 427 100.0 1 173 100.0 

Source: F i r s t National Economic Census. 

3 . Industrial investment in the gross formation of capital 

As a result of the very considerable undertakings of the public sector 
in the period 1960-1964, during which i t has increased i t s rea l investments 
by an average of 39 per cent a year, t o t a l r e a l investment has gone up 
at an annual rate of 12 per cent. (See table 5 . ) During the same period 
private sector investments increased by 7 .3 per cent a year on average 
and by 8 . 0 per cent in 1963-1964. 

In 1964 the real investments of the public sector amounted to 
16,816 million soles . These investments have also undergone structural 
changes during the l a s t few years, being increasingly devoted to gross 
formation of capi ta l . In 1964 the sectors on which the largest sums were 
spent were agriculture (30 per cent) , transport (22 per cent) and industry 
(23 per cent) . 

The assessment of the r e a l capital used in industry i s one of the 
most complex problems arising from this analysis. 

Aable 5 



- 9 -

Table 5 

PERU: FINAL SUPPLY AND DEMAND .. , 

(Annual percentage variation of values» I960 prices) 

- • Annual 
. . . . . •. , ' . • ; • " • 1961 1962 1963 1964 growth 1963 

rate 
1 . Real gross domestic product . 9 .2 7 . 4 3 . 7 - • 5 .4 • 6 . 4 
2 . Imports of merchandise ( c . i . f . ) 24 .8 11 .9 5 .0 7..Q 12 .0 
3 . Total supply and demand . 11 .5 • 8 .3 3 , 7 6 .3 7 .4 
4 . Total gross domestic investment 17 .3 . 16 .8 4 . 3 10 .0 12.0 

a) Public 57.2 ; 59 .3 . 27.3 16.6 3 9 . 0 
b) Private 12 .8 10 .0 . - 1 . 0 8 . 0 . . , 7 . 3 

5 . Consumption : 8. 5 5 .9 5 .1 6 . 0 • • 6 .3 
6 . Exports of merchandise ( f . o . b . ) 16 .5 • 6 .2 J - 4 . 8 8 . 9 6 . 4 
7 . Population 

a) Total 2 . 8 2 . 9 2 . 9 2 . 9 2 . 9 
b) Economically active 3 . 0 2 . 7 2 . 9 2 . 9 2 , 9 

8 . Real gross domestic product 
per inhabitant 6 . 2 . - 4 . 4 0 . 7 2 , 4 3 . 4 

Source : National Planning I n s t i t u t e . 

.'..., A tentat ive assesment can be made on thé basis of estimates of 
fixed capital at depreciated replacement prices and by analysing imports 
of machinery and equipment, since in most Latin American countries, and 
particularly in Peru, these represent a.high, proportion of the,f ixed 
investments of the manufacturing sector . The resulting figures have 
been readied by determining the value of imported machinery and , equipment 
at constant prices of I960, talcing into account the accumulation and 
depreciation of such imports since 1934. 100 per cent extra i s added to 
the value c . i . f . of imported machinery to cover duty, customs expenses, .'•'••' 
internal transport and instal la t ion costs . Finally, another 30 per cent 
i s added to t h i s t o t a l to cover investment in land and buildings. 

This procedure gives a sum of nearly 33,608 million soles for the 
t o t a l industrial capital invested in machinery and equipment in 1964» 
but includes unregistered and artisan industry as well as registered 
enterprises. Addition of the 30 per cent for investment in land and 

/buildings gives 
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buildings gives a figure of about 43,690 million soles for t o t a l fixed 

c a p i t a l . (See table 6 . ) 

Between 1960-1964 71,328 thousand dollars was invested in se t t ing 

up 2 ,540 new industrial establishments. (See table 7 . ) 

Analysis of the structure of the f ixed assets of the enterprises 

registered with the Department of Industries and E l e c t r i c i t y shows that 

on average 57 .8 per cent of these consist of machinery and equipment. 
Generally speaking, most branches of industry in Peru use only a 

part of t h e i r ins ta l led production capacity. In future a more intensive 

use of t h i s capacity may improve the product-capital re la t ion and lessen 

the amount of investment required to achieve any part icular increase 

in the volume of production. 

Table 6 

PEBJ» ESTIMATED INVESTMENT IN MANUFACTURING IMDUSTHSf 

{Millions of dollars of i960) 

Years Imports Depreciation 
Net 

investment 
Cumulative 
Investment 

Duties 
Internal 

transport!, 
Installation 

(• 100$) 

Fixed 
capital 

including 
land and 
buildings 
( * 

I96C 38*1 20.5 17 .6 1*78.2 1 2^3» 3 

1961 4 7 . 4 21» 9 25.5 503.7 1 007.lt 1 309.6 

1962 60,3 23*7 36 .6 540.3 1 080.6 1 4 0 ^ 8 

I963 25.7 39 .2 579-5 1 159.0 1 506.7 

196k 64 .3 27-6 36 .7 616.2 1 232.'i 1 602.1 

Source» Eoo&oalo Studies Department of the Industrial Benk of Peru, based on the Foreign Trade 
' Statistics slnoe 1934. 

/Table 4 
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Table 7 

PETO s ACCOUNT- OP INDUSTRIES ENTERED IN THE INDUSTRIAL REGISTER DURING 1960-1964 

1 1 ' Amount Scale of oapltal invested 
Hum- of Less than Prom 1 to More than 
bar capital 1 million 5 million 5 million 

Employ-
ment 

Industries of invested 
enter- (thousands 
prises of 

dol lars) 

Number Thou- . Number Tnou-
of sands of sands 

enter- of «iter— of 
pr i ses dol lars prises dollars 

Number Tnou-
of sands 

enter- of 
prlse3 dollars 

Employ-
ment 

Pood produots 470 17 180 362 2 38Ó 78 7 116 30 7 684' 8 561 
Boverages 113 1 022 107 687 6 335 - - 952 

Tobacco - - - - - - - -

Tiixtiles 182 8 132 925 40 2813 10 5 226 3 117 

Woarlng apparel and 
ftotwear 347 , 1 961 335 990 11 751 1 220 3 736 

Wood and oork, 
SJioluding furniture 79 891 74 557 5 334 - - 992 

Furniture 121 627 118 407 3 220 - - 1 282 
Paper and paper 
produots 22 1 176 15 119 6 691 1 366 247 

Pzinting and a l l i e d 
industries I39 2 693 123 800 12' 757 4 1 136 2 102 

Leather, excluding 
ftotwear 30 399 28 234 2 165 - 420 

Rubber produots 5 142 3 12 2 130 - - 107 

Cbemloal produots 185 13 144 124 714 3 6 7 8 l é 8 752 3 312 

Petroleum produots 1 110 - - 1 110 - 10 

Non-metallic mineral 
produots 94 3 262 83 840 7 447 4 1 9 75 2 299 

Basic metals 9 9 40 - - - - 96 

Metal products 151 2 985 132 1 120 16 1 114 3 751 2 l40 

Ma&hinery 95 6 444 80 596 7 563 8 5 265 2 157 

Electr ical machinery 
an3 accessories 83 1 564 72 237 10 594 1 733 868 

Transport material 220 5 7 1 7 195 895 19 1 150 6 3 672 4 908 
IE soellaneous I94 3 007 171 1107 21 1 424 2 476 1 926 

Totals IM 71 328 2JË2 12 660 221 22 392 86 276 39 232 

Source: Department of Industries and E lec t r i c i ty , Ministry of Development and Public Works* 
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4« The c o n t r i b u t i o n o f the p r i n c i p a l branches o f i n d u s t r y t o 
manufactur ing i n d u s t r y as a whole 

The achievement - o f a power fu l rhythm o f i n d u s t r i a l i z a t i o n - t h a t i s , 

a p rogress ive increase i n the r e l a t i v e importance o f manufactur ing i n d u s t r y 

has been one o f the s a l i e n t fea tu res o f t he Peruvian economy du r i ng the 

l a s t f i v e yea rs . 

The most ou ts tand ing c h a r a c t e r i s t i c s o f t h i s process have been: 

(a) the absence o f p lann ing , and (b) the tendency f o r growth t o be 

ou tward -d i rec ted . The f i r s t o f these has meant t h a t n e i t h e r t he 

necessary c o - o r d i n a t i o n between i n d u s t r y and o ther sec tors o f t he 

economy nor any measure o f u n i f o r m i t y o f development between the 

d i f f e r e n t reg ions have been es tab l i shed , and consequently t h a t t he 

o b j e c t i v e s o f an au then t i c i n d u s t r i a l development process have not f u l l y 

been achieved. The second has meant t h a t Peru has been unable t o de r i ve 

f rom the process o f i n d u s t r i a l i z a t i o n the advantages which i n such cases 

normal ly devolve on a l l d i f f e r e n t sec t ions o f t he community. 

The growth o f the manufactur ing sec to r w i t h i n the framework o f 

over-all economic activity is thus the.result of relatively isolated 
e f f o r t s - whether o f p u b l i c or p r i v a t e sector - i n pursuit o f totally 
unconnected and p robab ly , on.many occasions, c o n f l i c t i n g o b j e c t i v e s . 

A p a r t i c u l a r l y impor tan t c o n t r i b u t i o n o f i n d u s t r y has been i t s 

e f f e c t on t h e growth r a t e o f t h e economy, which has been h igher du r i ng 

these years than p r e v i o u s l y . Thus wh i l e t he average annual growth r a t e 

o f t he gross domestic product was 3«4 per cent i n 1960-1964, t h a t o f 

t he gross i n d u s t r i a l product per i n h a b i t a n t was 4 .5 per cen t . 

Apart f rom the genera l process o f i n d u s t r i a l development t he re are 

c e r t a i n impor tant changes t a k i n g place i n t he manufactur ing sec to r which 

i t i s wor th analysing in some detail, 
As a r e s u l t o f the d i f f e r e n t rhythms o f growth achieved i n t he 

d i f f e r e n t branches the composi t ion o f p roduc t ion has a l t e r e d . Whi le 

t he t o t a l va lue o f i n d u s t r i a l p roduc t ion increased by 9.3 per cent a 

year between I960 and 1964, t h e t e x t i l e and bas i c metals i n d u s t r i e s 

grew a t an annual r a t e o f on l y 2 .2 and 1 .7 per cent r e s p e c t i v e l y . On 

the o the r hand, the increases i n the chemical , p r i n t i n g , me ta l - t r ans fo rm ing 

/and wood 
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and wood industries were' much greater than that of industry as a whole. 
(See table 8.) • • . 

Towards the end o f 1950 the food i n d u s t r i e s (exc lud ing f i s h mea l ) , 

which main ly cons is t o f sugar p roduc t ion , f i s h p reserv ing , e x t r a c t i o n 

o f o i l s , e t c . , c o n t r i b u t e d 28.9 per cent o f t h ? t o t a l i n d u s t r i a l 

p roduc t i on o f t he coun t ry . However, the very nature o f t h e i r a c t i v i t i e s • 

imposed on them a growth r a t e s i m i l a r t o t h a t o f the a g r i c u l t u r a l s e c t o r , 

which meant t h a t they progressively lost their relative importance within 
t h i s t o t a l so f a r as t o c o n t r i b u t e i n terms o f value added on l y 19 .0 per 

cent i n 1964» Much the same happened i n t h e case o f t he tobacco i n d u s t r y , 

irthose c o n t r i b u t i o n t o i n d u s t r i a l p roduc t ion s u f f e r e d the g rea tes t 

decrease over t he pe r i od o f any a c t i v i t y . 

The c o n t r i b u t i o n o f t he beverages i n d u s t r y t o t he t o t a l va lue 

added f o r t h e manufactur ing sec to r went up f rom 6 . 8 per cent i n 

1950 t o 7 . 8 per cent i n 1964. 

The c o n t r i b u t i o n o f the t e x t i l e i n d u s t r y f e l l by more t han 

3 . 4 per cent a year between 1950-1964, i n s p i t e o f t he development o f 

t he s y n t h e t i c f i b r e and hard f i b r e m i l l s . 

The l e a t h e r i n d u s t r y , a long w i t h o ther r e l a t i v e l y l o n g - e s t a b l i s h e d 

branches o f i n d u s t r i a l p roduc t i on , has a lso d imin ished i t s c o n t r i b u t i o n . 

By 1964 i t s relative importance within the total was about 1.0 per cent. 
The chemical i n d u s t r i e s u n t i l 1957 grew at a r a t e ve ry much the 

same as t h a t o f i n d u s t r i a l p roduc t i on as a whole, bu t s ince then have 

developed much more r a p i d l y . . Th is i s p r i m a r i l y because the t r a d i t i o n a l 

p roduc t ion o f soap, candles, and products o f a s i m i l a r k i n d has been 

supplemented by many new a c t i v i t i e s mos t l y f o r p roduc t ion o f i n te rmed ia te 

goods such as a r t i f i c i a l f i b r e s , caus t i c soda, exp los i ves , s u l p h u r i c 

a c i d , f e r t i l i z e r s , e t c . and a lso by the development o f a l a rge number o f 

l a b o r a t o r i e s making pharmaceut ica l p roducts . The r e l a t i v e importance 

o f these i n d u s t r i e s rose from 4 . 9 per cent i n 1950 t o 11.0 per cent i n 1964 

/Tab le 26 
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Table 8 

PERU: VAIflE ADDED OF MANUFACTURING INDUSTRY AND GROWTH RATES, 
BY INDUSTRIAL DIVISIONS 

Index Industrial divisions 
No. 

Value 
added 

i960 
(millions 

of dollars) 

Percentage 
contribution 

Annual 
rate 

of growth, 
196o~196U 

(percentages) 

20 Food Industries 

21 Beverages Industries 

22 Tobaooc lndustiy 

23 Text i les industries 

24 Footwear and wearing 
apparel 

25-26 Wood industries 

27 Pulp and paper industries 

28 Printing, publishing and 
related Industries 

29 Leather Industries 

30 Rubber Industries 

31 Chanloal Industries 

32 Petroleum and ooal derivatives 

33 Non-metallio mineral prociuots 

34 Basle metal industries 

35-38 Metal-transfojwlrig industries 

39 Miscellaneous 

Total value added in Industry 

105.8 

31.0 

7 .0 

58.4 

26.1 

12.2 

6 . 7 

12.7 

5.7 

7.7 

29.6 

17.4 

18.8 

7.4 

26.5 

10.4 

2&1i 

27.6 

8.1 

1.8 

15.2 

6 . 8 

3.2 

1.8 

3.3 

1.5 

2.0 
7.7 

4.6 

4.9 

1.9 

6.9 

2.7 

100.0 

6.9 

8 .2 

- 6 . 5 

2.2 

9.1 

10.3 

8.5 

I2.3 

-0.5 

2.3 

19.3 

6.8 
7 . 8 

1.7 

10.6 

42.5 

Sourest Estimates based on o f f l o l a l s t a t i s t i c s . 

/Even without 
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Even w i thou t t a k i n g in to , account the many new k inds o f a r t i c l e s 

produced by the me ta l - t r ans fo rm ing i n d u s t r i e s , , t h i s sec to r has achieved 

one o f t he l a r g e s t growths o f any, w i t h p a r t i c u l a r l y l a r g e increases i n 

t he i n d u s t r i e s b u i l d i n g machinery and f i s h i n g boats and, t o a l e s s e r 

e x t e n t , those producing a r t i c l e s f o r -domestic use. 

As regards t h e miscel laneous manufactur ing i n d u s t r i e s , which 

t oge the r increased t h e i r r e l a t i v e share i n the va lue added from 2 . 1 per 

cent i n 1950 t o 7 .9 per cent i n 1964* i t i s wor th ment ion ing the 

excep t iona l growth o f t he p l a s t i c s moulding i n d u s t r y . 

Among the branches o f smal le r r e l a t i v e importance, t h e paper and 

paper products i n d u s t r i e s have achieved a cons iderable growth over t he 

pe r i od . . . 

P r i n t i n g and a l l i e d i n d u s t r i e s have also developed very rapidly, even 
though i t s share, i n t o t a l i n d u s t r i a l p roduc t ion i s s t i l l very sma l l , w i t h 

about 3 . 7 per cent o f the va lue added, i n 1964 . 

I n . a d d i t i o n t o what has been s a i d on the o v e r - a l l growth o f the 

manufactur ing sector , and the a l t e r a t i o n s which have taken p lace i n t he 

composi t ion o f p r o d u c t i o n , i t i s i n t e r e s t i n g t o p o i n t out the changes 

which have occurred i n t h e forms o f p roduc t ion o f manufactured a r t i c l e s . 

There are many i n d i c a t i o n s t h a t f a c t o r y p roduc t ion has grown much f a s t e r 

t han a r t i s a n p roduc t ion . W i t h i n t he f a c t o r y sec tor t he re has a lso been 

a t r e n d towards concen t ra t i on o f a g rea te r volume o f p roduc t ion i n l a rge 

u n i t s , a t t he expense o f smal l - and medium-scale industry. The extent 
o f these changés i s , however, ve ry d i f f i c u l t t o determine in . q u a n t i t a t i v e 

terms f rom t he records a v a i l a b l e . 

A rough n o t i o n o f some o f these changes can be obta ined by 

comparing-the f i g u r e s g i ven i n t h e populat ion.censuses o f 1940 and 1961. 

These show t h a t w h i l e t h e cumulat ive annual r a t e o f increase o f t he 

a c t i v e popu la t i on engaged i n manufactur ing a c t i v i t i e s was on ly .0,4 pe r : 

cent between these yea rs , t h a t o f employment- i n ' r e g i s t e r e d i ndus t r i es , 

was 1 .5 per Cent, . 

Whilé i t does not depr i ve these t rends o f t h e i r s i g n i f i c a n c e , i t 

should be borne in mind that a large proportion.: of the total population 
employed i n t he manufactur ing sec to r con t inués - to belong t o a r t i s a n 

/production and 
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p r o d u c t i o n and sma l l - s ca l e i n d u s t r y . The censuses ment ioned above show 

t h a t i n 1940 about 75 per cent o f t h i s t o t a l and i n 1961 60,4 per cent 

were employed i n t h i s s e c t i o n . 

The h i gh percentage represen ted by a r t i s a n employment i s l a r g e l y 

due t o the s t r u c t u r e o f many branches o f t h e food , wear ing appare l 

i n d u s t r i e s , e t c . Never the less i t has become apparent t h a t i n a l l o f 

these the r e l a t i v e importance o f t h i s t ype o f p r o d u c t i o n i s waning. 

The changes i n t h e d i s t r i b u t i o n o f i n d u s t r i a l es tab l i shments 

accord ing t o sca les o f c a p i t a l are a lso i n d i c a t i v e o f a t r e n d towards 

heav ie r c o n c e n t r a t i o n o f i n d u s t r i a l p roduc t i on i n l a r g e r u n i t s . 

The l a c k o f d i r e c t s t a t i s t i c a l da ta f rom the sources o f i n f o r m a t i o n 

makes i t s e l f f e l t p a r t i c u l a r l y w i t h regard t o the c o n d i t i o n s under which 

the p roduc t i ve processes o f manufac tu r ing i n d u s t r y are be ing developed. 

Thus the a n a l y s i s o f t he s i t i n g o f i n d u s t r i a l e n t e r p r i s e s , t h e i r 

d i s t r i b u t i o n by s i z e accord ing t o s p e c i f i c and w e l l - d e f i n e d s t r a t a , 

t h e i r use o f c a p i t a l goods and i n s t a l l e d c a p a c i t y , c e r t a i n problems 

r e l a t i n g t o manpower, i n p u t s and p roduc t i on costs - none o f these can 

be e l u c i d a t e d i n t he f u l l d e t a i l r e q u i r e d by t h e v i t a l p a r t t h e y p lay 

i n any complete c h a r a c t e r i z a t i o n o f the s t a t u s quo i n t h e i n d u s t r i a l i z a t i o n 

o f Peru. 

Never the less c e r t a i n aspects o f these c o n d i t i o n s w i l l be descr ibed 

i n what f o l l o w s , 

5 . General c o n d i t i o n s o f t h e development o f p roduc t i on 

The f a c t t h a t the i n d u s t r i a l growth o f Peru i s r e l a t i v e l y recent 
and t h a t t h e r e have been l a r g e impor ts o f machinery and equipment 
means t h a t i n d u s t r y i s i n genera l w e l l p rov ided w i t h means o f p roduc t i on . 

Th i s i s a common f e a t u r e o f most i n d u s t r i e s o f any ex ten t o f o p e r a t i o n 

( though t h e r e are except ions i n the case of i n d u s t r i e s engaged i n t he 

more o l d - f a s h i o n e d l i n e s o f p roduc t i on ) and even extends i n t o some 

branches where a r t i s a n o r sma l l - sca lè i n d u s t r i a l a c t i v i t y i s predominant . 

There are a l s o , however, many branches where, because the l a t t e r types 

o f a c t i v i t y have a h i gh r e l a t i v e impor tance, n e i t h e r the equipment used 

nor t h e techniques o f p r o d u c t i o n are o f a s a t i s f a c t o r y s tandard . 

/G iven these 



. Given these l a r g e d i f f e r e n c e s , i t seems proper t o g i ve a b r i e f 

d e s c r i p t i o n o f t he s i t u a t i o n o b t a i n i n g i n each o f the main branches 

o f i n d u s t r y . . . . 

I n t he beverages i n d u s t r y , f o r example, the brewer ies and 

malthouses have ve ry modern equipment.and-product ion i s concentrated 

i n a smal l number o f es tab l i shments . .Sof t d r i nks are a lso t o a c e r t a i n 

^extent produced by l a r g e , e f f i c i e n t p l a n t s , bu t a h igh p ropo r t i on o f 

t he t o t a l p roduc t ion i s s t i l l i n the hands o f numerous sma l le r p lan ts 

whose markets are l i m i t e d t o the requirements o f p r o v i n c i a l towns. The 

a l c o h o l i c l i q u o r s branch a lso inc ludes a number o f establ ishments us ing 

modern equipment. , 

I n the tobacco i n d u s t r y production:..of c i g a r e t t e s , which i s i n the 

hands o f a s i n g l e e n t e r p r i s e w i t h f a c t o r i e s i n two reg ions o f the coun t ry , 

i s c a r r i e d out w i t h an t iqua ted machinery. Very r e c e n t l y , however, i t hais 

begun t o purchase new equipment. 

With regard t o the t e x t i l e i n d u s t r y , which was one of the : e a r l i e s t 

t o develop, 31 per cent o f the sp ind les o f thé co t ton sec tor and 27 per 

cent o f those o f the wool sec tor can count as modern. On the o the r hand, 

100 per cent o f those o f t he cut f i b r e m i l l s belong t o t h i s category . ' Of 

a l l s p i n d l e r , 51 per cent o f those i n the co t t on sec to r and 66 per cent 

i n t h e wool sec to r are obsolete. As f o r looms, 48 per cent o f those i n 

t he c o t t o n s e c t o r , 69 per cent i n t he wool sec tor and 28 per cent o f those 

used f o r a r t i f i c i a l f i b r e s and f i l aments are a lso obsolete.' The i n d u s t r i a l 

sec to r has become concerned about the s t a t e . o f the i n v e n t o r y o f t e x t i l e s 

machinery, as i s shown by the. c o n t i n u a l loans granted, by t h e I n d u s t r i a l 

Bank t o t h i s i n d u s t r y f o r use i n modern izat ion o f e x i s t i n g i n s t a l l a t i o n s . 

The wear ing appare l and footwear i n d u s t r y has probably the h ighes t 

p r o p o r t i o n o f a r t i s a n p roduc t i on o f any branch o f the manufactur ing s e c t o r . 

The i n d u s t r i a l census on establ ishments o f 1 t o 4 persons recorded more 

than 8,900 such establ ishments, i n t h i s branch i n 1963. < 

A r t i s a n and sma l l - sca le i n d u s t r i a l p roduc t i on a lso p lays a l a r g e 

p a r t i n t he wood and wooden f u r n i t u r e and f i x t u r e s i n d u s t r i e s , where t he re 

are 3>500 establ ishments o f 1 t o 4 persons. 

As regards the paper and paper products i n d u s t r y , Peru possesses a 

l a rge and modern f a c t o r y f o r p roduc t ion o f c e r t a i n types o f paper and 

paperboard; the p roduc t ion o f o ther paper and paperboard products i s 

d i s t r i b u t e d among 7 units in some o f which the equipment is antiquated. 
/In leather 
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i n l e a t h e r and. l e a t h e r products (exc lud ing footwear) tann ing and 

p repa ra t i on o f hides i s most ly c a r r i e d out by a sma l l number o f 

establ ishments us ing modern equipment. I n the o ther branches o f the 

i n d u s t r y most o f t h e p roduc t i on i s c a r r i e d out by numerous sma l l - sca le 

establ ishments or even b y a r t i s a n a c t i v i t y . 

As regards t he rubber i n d u s t r y , p roduc t ion o f t y r e s and i nne r tubes 

i s c e n t r a l i z e d i n two r e l a t i v e l y new p l a n t s . These have l a t e l y been 

renewing their equipment. 
The p l a s t i c s i n d u s t r y was es tab l i shed s t i l l more r e c e n t l y , and i t s 

i n s t a l l a t i o n s are t h e r e f o r e mos t l y modern. 

W i t h i n the chemical i n d u s t r y t he re are considerable d i f f e rences f rom 

one branch t o another. I n some cases p roduc t ion i s c e n t r a l i z e d i n a few 

es tab l i shments , ope ra t i ng on a l a r g e scale and, p a r t i c u l a r l y those which 

have developed most r e c e n t l y , us ing modern equipment. Th is i s the case 

p r i m a r i l y i n the p lan ts producing n i t r o g e n f e r t i l i z e r s , caus t i c soda, 

a r t i f i c i a l f i b r e s , s u l p h u r i c ac id , e t c . I n t he pharmaceut icals i n d u s t r y , 

an t iqua ted equipment e x i s t s a longside the most modern and e f f i c i e n t . Part 

o f soap and candles p roduc t i on , i s c a r r i e d out by numerous sma l l 

establ ishments most ly w i t h a low degree o f mechanizat ion. Matches are 

now produced by a p l an t possessing up - to -da te equipment. 

As regards the i n d u s t r i e s manufactur ing n o n - m e t a l l i c m ine ra l products 

cement p roduc t ion i s c a r r i e d out i n d i f f e r e n t pa r ts o f t h e country by 

f a c t o r i e s ope ra t i ng on an economical scale and us ing e f f i c i e n t equipment. 

Thus the genera l conc lus ion may be drawn t h a t Peruvian i n d u s t r y 

conta ins two s t r o n g l y con t ras ted types o f e n t e r p r i s e . The f i r s t cons is ts 

o f p lan ts ope ra t i ng on a l a r g e sca le and us ing modern, e f f i c i e n t equipment* 

These inc lude not on ly industries of more or less recent development, as 
are some o f t he bas ic chemical branches, p l a s t i c s mould ing, etc. , , bu t a lso 

t r a d i t i o n a l i n d u s t r i e s , such as t e x t i l e s and brewing. The second t y p e , 

on the o ther hand, i s made up o f an enormous number o f s m a l l establ ishments 
y 

among which a r t i s a n scales and methods o f p roduc t i on are predominant. 

Supply 
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6® Supply o f raw m a t e r i a l s and i n t e rmed ia te products . 

Peruv ian i n d u s t r y has t h e advantage o f a l a r g e v a r i e t y o f i n t e r n a l 

resources s u i t a b l e f o r use as sources o f t h e most e s s e n t i a l raw m a t e r i a l s 

and i n t e r m e d i a t e p roduc ts o f t h e p r o d u c t i v e processes. Thus Peru possesses 

many d i f f e r e n t types o f a g r i c u l t u r a l . r e s o u r c e s , cons ide rab ly developed 

p r ima ry i n d u s t r i e s cover ing, a wide range o f p r o d u c t s , and g rea t reserves 

o f v a r i o u s k i n d s o f f u e l s . These p rov i de a ve ry s o l i d bas i s f o r t h e 

development o f . i n d u s t r y . 

I t i s es t ima ted t h a t o f a t o t a l o f raw m a t e r i a l s and i n t e rmed ia te 

products o f approx imate ly 612.0 m i l l i o n d o l l a r s , 435-1 m i l l i o n were o f 

i n t e r n a l o r i g i n , t h e remain ing 176.9 m i l l i o n , o r 28.9 per c e n t , be ing 

impor ted . 

The ex ten t t o w h i c h i n d u s t r y i s dependent on impor ts n a t u r a l l y v a r i e s 

cons ide rab l y f rom one branch t o another* Impor ted raw m a t e r i a l s and 

i n t e r m e d i a t e p roduc ts p l a y a v e r y sma l l p a r t i n such branches as wear ing 

appare l and foo twea r , l e a t h e r , pe t ro leum, n o n - m e t a l l i c m i n e r a l s , and t h e 

bas ic m e t a l i n d u s t r i e s . . . 

I n t h e beverages i n d u s t r y , impor ted raw m a t e r i a l s and p roduc ts 

c o n s t i t u t e d about 26.4 per cent o f t o t a l consumption, i n 1964. Th is 

percentage i s s t i l l h i g h e r i f manufacture o f wines a,nd l i q u o r s i s exc luded. 

Chemical impor ts cover a broad range o f p roduc ts i n c l u d i n g bo th i n t e rmed ia te 

goods f o r use i n i n d u s t r y i t s e l f and goods f o r f i n a l consumption. The 

l a t t e r c o n s i s t ma in l y o f a wide range of pharmaceu t i ca l p r o d u c t s . 

The p l a s t i c s moulding i n d u s t r y a lso uses a v e r y h i g h p r o p o r t i o n o f 

impor ted raw m a t e r i a l s . 

Fu r the r a c t i v i t i e s w i t h a h i gh p r o p o r t i o n o f impor ts i n i n t e r n a l 

supp ly a re t h e paper i n d u s t r y (35 .7 per cen t ) and t h e wood i n d u s t r y 

(39 .6 pe r c e n t ) . 

These f a c t s and f i g u r e s a re o f p a r t i c u l a r i n t e r e s t as showing t h a t . 

i n almost a l l branches o f i n d u s t r i a l a c t i v i t y t h e r e i s room fo r . impor t 

s u b s t i t u t i o n - though i n v a r y i n g degrees. 

I n a d d i t i o n t o t he ' conc lus ions which may be drawn f rom d i r e c t 

evidence o f t h i s k i n d , i t shou ld be understood t h a t i n seve ra l cases what 

occurs i n t h é da ta as ' d o m e s t i c a l l y produced raw m a t e r i a l may i n . f a c t be 

/ i n t e r m e d i a t e products 
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i n te rmed ia te products d e r i v i n g f rom i n d u s t r i e s where t h e p r o p o r t i o n o f 

imported m a t e r i a l i s h i g h . 

Even i f t h i s heavy dependence on imported raw m a t e r i a l s and 

in te rmed ia te products i s in many cases due t o t h e d e f i c i e n c i e s o f 

a g r i c u l t u r a l p roduc t i on , i t i s a lso t o a cons iderable extent due t o t h e 

s i t u a t i o n i n i n d u s t r y i t s e l f . For i ns tance , many in te rmed ia te manufactured 

products are impor ted f o r use as raw ma te r i a l s s imply because t h e i r p r o d u c t i o n 

cannot be c a r r i e d out i n the coun t r y . I t i s l i k e l y t h a t adequate f u r t h e r 

development o f i n d u s t r y w i l l depend on the channelling of some of the 
a v a i l a b l e investment funds i n t o i n d u s t r i e s producing these k inds o f 

p roduc t s . 

7 , C h a r a c t e r i s t i c s o f f o r e i g n t r a d e 

The heavy dependence o f t he Peruv ian economy on t h e export sec to r 

i s ev ident f rom t h e c o n t r i b u t i o n o f t h e l a t t e r t o t he gross domestic product^ 

a c o n t r i b u t i o n which i n t h e l a s t few years has been i nc reas ing . Thus, i n 

1964 expor ts represented 2$ per cent o f the gross p roduc t . Th is means 

t h a t t h e growth o f t he product as f a r as i t i s r e l a t e d t o t h i s s e c t o r , s ince 

i t i s dependent on t h e p o s i t i o n o f raw m a t e r i a l s i n t h e wor ld market , i s 

t o a high degree v u l n e r a b l e . 

The f o r e i g n t r ade o f Peru has been deve lop ing r a p i d l y ever s ince 

1950, but f rom I960 onwards i t s progress has been e s p e c i a l l y dynamic, t o 

such an ex ten t t h a t i t can now be sa id t h a t i t has undergone one o f t h e 

l a r g e s t increases i n L a t i n America. 

I n 1960-1964 t h e f i g u r e s f o r exports o f merchandise were h igher t han 

those o f i m p o r t s , r e s u l t i n g i n a surp lus i n t he balance o f payments. 

According t o s t a t i s t i c s prepared by t h e customs a u t h o r i t i e s , exports i n 

1964 amounted t o 9 . 7 m i l l i o n tons i n weight and 667,0 m i l l i o n d o l l a r s i n 

va l ue . (See t a b l e 9 . ) These f i g u r e s are a long way above those o f t he 

year be fore - 9 . 2 m i l l i o n tons and 541.2 m i l l i o n d o l l a r s - and g ive an 

increase o f 520,0 thousand tons ( 5 . 4 per cen t ) and 125,8 m i l l i o n d o l l a r s 

(23 .2 per cen t ) i n t h a t y e a r . 

Exports f rom Peru, measured i n d o l l a r s per i n h a b i t a n t , rose f rom 

44 d o l l a r s i n I960 t o 51 d o l l a r s i n 1964. 

/Table 26 



Table 9 

PEHUî MAIN PRODUCTS EXPORTED 

i960 1961 1962 1963 1964 
Thousands Percentage Thousands Percer.ïa^a Thousands Peroontage Thousands Peros;;t:vge Thousands Percentage 

Products o f o f t Q t a l o f Q f t o t a l o f e f t o t a l o f o f to ta l of of t o t a l 
dollars exports dollars exports dollars exports dollars exports dollars exports 

Cotton 73 298 16.9 79 842 
Sugar and sugar derivatives 47 684 11.0 64 202 
Coffee 18 552 4 .3 22 772 
Wool 7 056 106 7 462 

Fish products 52 002 12.0 71 53 

Subtotal for agriculture 
and fishing 198 592 45 .8 245 808 

Petroleum and petroleum 
derivatives 17 913 • 4 . 1 14 489 

Copper 94 688 21.9 105 108 
Iron 32 721 7 . 6 36 844 
S i lver 24 094 5o6 27 559 
Lead 21 670 22 303 
Zlno 16 722 % 3 .9 19 068 

Subtotal for mining 207 808 48.1 22? 371 

Other produots 26 675 6 . 1 25 194 

Totals 433 075 100.0 4?6 m 

16.0 97 164 I8.0 91 428 16.9 91343 13.7 
13.0 54 447 10 .1 64 876 12.0 63 974 9 . 6 
406 24 193 4 . 4 25 563 4 .7 36 977 5 .5 
1.5 9 915 1.7 11 731 2» 2 il 637 1 .8 

14.4 121:475 22.5 121 981 22.5 166 869 25.0 

4 & 1 lÇlf 56*2 W 579 . 370 800 5 5 l i 

3 .0 13 168. 2 . 4 9 832 1.8 9 620 1 .4 
21.2 92" 344 17.1 87 256 16,1 IÌ92 998 15.4 
7 . 4 32 684 6,1 36 442 6.7 , 38 879 5 .8 
5 .6 32 879 6 .1 • 35 789 6 . 6 . 45 239 6 .8 
4 . 4 16 4oi 3 .0 16 4o8 3 . 0 32 978 5 .0 
3 .8 15 855 . 2.9 15 823 2.9 39 112 5.9 

H M 203 331 37.6 201 550 37.1 268 826 

4 . 1 3O.56I 5 .7 24 112 • M 27 364 4 . 1 

100..0 540 086 100.0 541 241 100.0 666 990 100.0 

Souroe: Foreign Trade Statistics. 
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The i n c l u s i o n of new products of considerable economic importance 

among exports marks one o f t h e main fea tures o f Peru 's export t r a d e -

d i v e r s i f i c a t i o n . Th is has been a constant c h a r a c t e r i s t i c o f t he h i s t o r y 

o f t h e Peruvian economy. From t ime t o t ime new products have appeared, 

e . g . c o t t o n du r ing Second World War, and fish p roduc ts , coffee and i r o n 

ore i n t h e *50 ' s , and now, as a r e s u l t o f t h e opening o f the Toquepala 

mines, exports o f copper have undergone t h e e x t r a o r d i n a r y expansion o f 

more t h a n 600 per cent between 1950 and I960 . 

Th is favourab le s i t u a t i o n i s i n some cases due t o t h e i n i t i a t i v e o f 

domestic e n t e r p r i s e s , and i n o thers t o d e l i b e r a t e a c t i o n on t h e pa r t o f 

t he government. The sca le o f f o r e i g n sa les o f f i s h meal - s ince 1962 

Peru 's most va luab le expor t - and the expansion o f c o f f e e exports are bo th 

the achievement o f a p r i v a t e i n i t i a t i v e guide t o take advantage o f a v a i l a b l e 

resources. On t h e o ther hand, the growth o f min ing exports i s due i n t h e 

case of copper, t o l e g i s l a t i v e changes which have induced f o r e i g n en te rp r i ses 

t o set up opera t ions i n Peruv ian t e r r i t o r y and t o t h e low costs o f p r o d u c t i o n 

achieved i n t he e x p l o i t e d d e p o s i t s ; and i n the case o f i r o n , i n a d d i t i o n 

t o these f a c t o r s , t o t h e h i gh q u a l i t y o f p roduc t i on main ta ined under t h e 

requirements es tab l i shed by t h e min ing law and t o c a r e f u l surveys o f 

m i n e r a l resources c a r r i e d out by t h e government. 

I n s p i t e of the cons iderable d i v e r s i f i c a t i o n e x i s t i n g i n expo.rts 

f rom Peru, t h r e e main products t oge the r p rov ided 54 .1 per cent of f o r e i g n 

sa les i n 1964. These were copper (15.4 per c e n t ) , c o t t o n (13.7 per cen t ) 

and fish products (25.0 per cent). The figures given in table 10 
show f u r t h e r t h a t du r ing t h e p e r i o d 1960-1964 t h i s concen t ra t i on o f exports 

i n t o a sma l l number of products tended t o i nc rease . 
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Table 10 

STRUCTURE OP IMPORTS^ 1960.1964 

(Pol lar p?f.ces -f i960) 

3,960 I96I 1962 I963 1964 
Thoa33nds 

of 
dollars 

Pärcento^e 
of t o t a l 
importe 

Thousands 
of 

dollars 

Percentage 
of t o t a l 
imports 

Thousands Percentage 
of o f t o t a l 

dollars imports 

Thousands Percentage 
of of t o t a l 

dollars imports 

Thousands Percentage 
of of t o t a l 

dollars imports 

Consumer goods 82 532 22.1 104 482 136 377 22.3 I?? I97 I53OI5 26,1 

Non-durable ' 51 941 13*9 62 451 13*4 71 776 13.8 82 654 i g - l JO 998 15o 5 
Durable 30 591 8 .2 42 031 9 .1 44 6ci , 8.5 54 543 10c 0 62 017 10.6 

Fuels 17 129 4*6 15 946 :2sH 16 43? 2*1 17 068 2al . 1? 64Ç hit 

Raw materials 121 812 32o 7 141 144 151 521 29.1 I?? 608 28.1 176 ?46 i M 

Metal-transforming 20 602 5 .5 24 734 ' 5 .3 25 830 5 .0 27 978 5 . 1 26 580 4 .5 
Other intermediate products 101 210 27.2 116 410 25.0 125 691 24.1 125 630 23.O 149 766 25.6 

Capital goods 149 978 40,2 202 115 43.4 234 443 . it§fiO 237 214 4?»4 233 543 39.9 

Building material 17 201 4 . 6 24 770 5 .3 28 850 5.5 25 305 4 . 6 28 560 
Agricultural machinery 

10 556 2.8 12 435 : 2 . 4 12 047 and equipment 10 556 2.8 17 397 3 .7 12 435 : 2 . 4 12 047 2.2 11 933 2 . 0 
Industrial and mining equipment 78 764 21.1 104 448 22=5 133 354 25.6 I34 S72 . 24.5 133 8o4 22.9 
Transport and communications 

equipment 43 457 11.7 55 500 11,9 59 8o4 11.5 65 790 12 .1 59 246 10.1 

Miscellaneous '1 à û 1 544 1 959 Ój4 1 e?<? 0 . 3 2 742 Osi 

Totals 372 785 100.0 465 331 100.0 520 7?3 loo.q 546 982 100.0 585 291 lOO.S> 

Source? Foreign Trade Department, National Planning Inst i tute* 

a/ Gold and gold products not lnoluded* 



Ana lys is o f t h e quantum o f products expor ted b r i n g s out t h e 

e x t r a o r d i n a r y i nc rease o f expor ts o f f i s h products between I960 and 1964 

- by 2 2 0 . 9 pe r c e n t . The product which has had t h e next h i ghes t growth 

i s z i n c , whose f o r e i g n sa les increased over t he same p e r i o d by 133.9 pe r 

c e n t . A f t e r t h i s came c o f f e e and s i l v e r , w i t h increases o f 99.3 per cent 

and 8 7 p e r cent r e s p e c t i v e l y . 

Accord ing t o f i g u r e s prepared by t h e Fo re ign Trade Department o f t h e 

N a t i o n a l P lann ing I n s t i t u t e , t h e va lue o f impor ts inc reased between I 9 6 0 

and 1964 f rom 372,785 t o 585,291 thousand d o l l a r s a t constant p r i c e s o f 

i 9 6 0 . The cumula t i ve annual r a t e o f i nc rease o f f o r e i g n purchases was 

t h e r e f o r e 12 .0 p e r cen t , w i t h a h igher r a t e i n 1961 and lower r a t e s i n 

1962 and 1963. (See t a b l e 1 0 . ) 

Ana lys i s o f t h e coirqposition o f i n p o r t s b r i ngs to. l i g h t an i n t e r e s t i n g 

s t r u c t u r a l change d u r i n g t h e p e r i o d . I n I960 consumer goods c o n s t i t u t e d 

j u s t over 22 per cent o f t h e t o t a l and by 1964 had inc reased t o 2 6 . 1 pe r 

c e n t . .Raw m a t e r i a l s , a f t e r undergoing va r ious ups and downs d u r i n g t h e 

p e r i o d , r e g i s t e r e d an inc rease i n t h e l a s t yea r . As regards c a p i t a l goods, 

i t appears t h a t t h e compos i t ion has remained almost w i t h o u t v a r i a t i o n 

d u r i n g the p e r i o d ; t h e y made t h e i r h ighes t c o n t r i b u t i o n t o t h e t o t a l 

i n 1962, (45 per c e n t ) , c h i e f l y on account o f t h e l a r g e imports o f 

i n d u s t r i a l and m in ing machinery made i n t h a t y e a r . 

. Impor ts pe r i n h a b i t a n t i n I 960 , 1961, 1962, 1963 and 1964 were 

39, 47, 51, 52, and 54 dollars respectively (i960 prices) and developed 
d u r i n g t h e p e r i o d s tudy a t a cumula t ive annual r a t e o f growth o f 8 . 5 pe r 

cent between t h e f i r s t year and t h e l a s t . 

I n I960 impor ts a l t o g e t h e r represented 18,3 pe r cent o f t h e gross 

domest ic p roduc t , t h e r e l a t i o n o f impor ts t o t h e p roduc t be ing 4 . 1 per cent 

f o r consumer goods, 7 .4 pe r cent f o r c a p i t a l goods and 5 .9 pe r cent f o r 

raw m a t e r i a l s . 

Dur ing t h e p e r i o d 1960-1964 t h e r e was a more o r l e s s un i f o rm i nc rease 

o f t h e i n p o r t c o e f f i c i e n t , which reached i t s maximum va lue o f 22.4 pe r 

cent i n 1964; t h i s was made up o f 8 . 9 per cen t : c a p i t a l goods, 5*9 per cent 

consumer goods and 6 .7 p e r c e n t : raw m a t e r i a l s . 

/8. Financing 



-.'25 -

Financ ing o f manufactur ing ' i n d u s t r y 

The c h i e f source o f funds on which Peruvian i n d u s t r y has depended f o r 

t he f i n a n c i n g o f i t s growth, has been re investment o f p r o f i t s by both 

i n d u s t r i a l and o the r types o f e n t e r p r i s e s . I n t e r n a l c r e d i t i n t he form 

o f s p e c i a l i n d u s t r i a l c r e d i t s o r loans f rom commercial banks has p layed 

a smal le r p a r t , as have t h e c a p i t a l market and f o r e i g n c a p i t a l investments 

o r c r e d i t s . 

According t o f i g u r e s g i ven by t h e Na t i ona l Taxa t ion Department, between 

1950 and 1961 t he assets o f r e g i s t e r e d i n d u s t r y increased by 294.1 m i l l i o n 

d o l l a r s , a t constant p r i c e s o f 1950. 

Of t h i s increase 30 per c e n t ^ der ived f rom t h e fo rmat ion o f new 

en te rp r i ses ¡and t h e expansion o f e x i s t i n g ones, 23 per cent f rom 

accumulat ion o f reserves and c a p i t a l i z a t i o n o f u n d i s t r i b u t e d p r o f i t s , and 

47 per c e n t ^ f rom bank and s u p p l i e r s ' c r e d i t s , 

(a ) I n t e r n a l source o f i n d u s t r i a l f i n a n c i n g • 

The two most impor tant i n t e r n a l sources are d e p r e c i a t i o n o f assets 

and reinvestment o f p r o f i t s . A t h i r d source o f some s i g n i f i c a n c e cons is ts 

o f the investments represented by types of. expenditure for which it is 
d i f f i c u l t t o g i v e p r e c i s e f i g u r e s . 

( i . ) P o l i c y on d e p r e c i a t i o n . . I n Peru t h e t r a d i t i o n a l p r a c t i c e , and 

one which, i s au thor i zed by t h e Tax Inspec to ra te of t h e M i n i s t r y o f Finance 

and Trade, has been. to f i n d the annual d e p r e c i a t i o n o f f i x e d assets by 

s u b s t r a c t i n g from t h e i r va lue t h e f o l l o w i n g percentages: 

5 per cent o f the va lue o f r e a l e s t a t e , except l a n d ; 

10 per cent o f t h e va lue o f machinery and equipment; 

20 per cent o f t he va lue o f v e h i c l e s ; 

1 / Th i s percentage inc ludes t h e c a p i t a l market , p u b l i c investment , 
f o r e i g n investment and p a r t o f the re inves ted p r o f i t s coming under 
t h e heading "Cap i t a l - ex tens ion o f e x i s t i n g e n t e r p r i s e s " which t o a 
l a r g e degree cons i s t o f s p l i t shares. 

2 / Th i s percentage inc ludes loans from t he I n d u s t r i a l Bank o f Peru and 
f rom commercial banks, and a lso s u p p l i e r s c r e d i t s . 

/The sums 
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The sums thus accru ing from d e p r e c i a t i o n have been used as t h e 

source o f f i nance f o r a cons iderab le p a r t o f the i n d u s t r i a l development 

o f t h e coun t r y . 

I n a d d i t i o n t o t h i s , Law 13270 o f I n d u s t r i a l Promotion au thor izes 

r e v a l u a t i o n o f t h e Peruv ian currency value o f machinery and equipment 

whenever t h i s cur rency s u f f e r s dep rec i a t i on r e l a t i v e t o t h e Un i ted States 

d o l l a r . 

The same law f u r t h e r inc luded a p r o v i s i o n in tended t o counteract 

poor u t i l i z a t i o n o f i n s t a l l e d capac i t y , accord ing t o which i n d u s t r i a l i s t s 

were g ran ted h igher r a tes o f dep rec ia t i on f o r more i n t e n s i v e use o f t h e i r 

equipment. Thus f o r any machine working on l y one s h i f t a day and 

d e p r e c i a t i n g t o a certain ex tent i n a f i x e d number o f yea rs , an equ iva len t 

machine work ing two or t h r e e s h i f t s a day was considered as having 

deprec ia ted t o t h a t ex ten t i n h a l f o r one t h i r d as many years« 

( i l ) Reinvested p r o f i t s . I t i s on ly f a i r t o acknowledge t h a t t h e 

i n d u s t r i a l i s t s o f Peru have f o l l o w e d an extremely sens ib le p o l i c y as 

regards d i s t r i b u t i o n o f t h e i r p r o f i t s . I n genera l , by pay ing out o n l y 

a f r a c t i o n o f these i n d iv idends t o t h e i r shareholders, they have been 
ab le t o accumulate reserves w i t h which t o make re investments o r en large 

t h e i r work ing c a p i t a l . 

The I n d u s t r i a l Promot ion Law a lso d i d much t o f o s t e r re investment 

by decreeing t h a t any p r o f i t s o f an i n d u s t r i a l e n t e r p r i s e in tended f o r 

re investment i n the i n d u s t r y i t s e l f should be exempt f rom t a x e i t h e r w h o l l y 

o r i n p a r t , depending on t h e geographica l s i t u a t i o n o f t h e e n t e r p r i s e . 

Thus, en te rp r i ses s i t u a t e d on t h e l i t o r a l were a l lowed t o r e t a i n 40 per 

cent o f t h e i r p r o f i t s t a x f r e e f o r re investment , those i n t h e S i e r r a 60 pe r 

centj and those i n t he Selva i 0 0 per cen t . A l l those be long ing t o 

f r o n t i e r departments had t h e same t reatment as those o f the Se lva . Moreover 

i f t h e sum t o t a l o f any re investment was not covered by t he t a x f r e e 

reserves o f any one yea r , t h e en te rp r i se was able t o employ those o f t h e 

f i v e succeeding years t o answer the needs o f t he case. However the p r o v i s i o n s 

thus e s t a b l i s h e d by Law 13270 on behal f o f re investment o f p r o f i t s had 

t h e disadvantage o f o n l y author iz ing, reinvestments accord ing t o t h i s 

procedure i n t he same e n t e r p r i s e as had made t he p r o f i t s and thus tended 

/ t o produce 
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t o produce a v e r t i c a l g rowth . Decree 74, o f .15 November 19.63, 
e l i m i n a t e d t h i s by a u t h o r i z i n g i n a d d i t i o n t o t h i s t h e p a r t i a l o r t o t a l 

exemption f rom t a x o f p r o f i t s r e i n v e s t e d i n a l l i e d o r s u b s i d i a r y e n t e r p r i s e s , 

whether engaged i n t h e same,,or o the r forms o f a c t i v i t y . 

The t a x r e l i e f s t h u s e s t a b l i s h e d f o r r e i n v e s t e d p r o f i t s c o n s t i t u t e 

perhaps t h e most impor tan t p r o v i s i o n o f Law 13270, 

(b ) E x t e r n a l sources o f i n d u s t r i a l f i n a n c i n g 

By e x t e r n a l sources i s unders tood: long, and medium-term i n d u s t r i a l 

c r e d i t , commercial c r e d i t ( w h i c h . i s a lmost , always f o r sho r t te rms) and 

c o n t r i b u t i o n s f rom p r i v a t e sav i ngs , A d i s t i n c t i o n may be drawn between 

i n t e r n a l and e x t e r n a l c r e d i t , a n d - s i m i l a r l y , w i t h respect t o t h e c o n t r i b u t i o n 

from sav ings , between t h a t which i s p rov ided by t h e i n t e r n a l c a p i t a l . 

market and t h a t which comes f rom abroad i n t h e fo rm o f f o r e i g n c a p i t a l 

c o n t r i b u t i o n s . 

( i ) I n t e r n a l i n d u s t r i a l c r e d i t . As has a l ready been s a i d , t h i s i s 

p r i m a r i l y i n t h e hands o f t h e I n d u s t r i a l Bank o f Peru, whose opera t ions 

i n t h i s sphere have become o f r e a l importance i n recen t y e a r s . The 

i n d u s t r i a l development o f t h e l a s t f i v e years has been t o a cons iderab le 

ox ten t due t o i t s c r e d i t a c t i v i t i e s . 

The most impor tan t aspect of industrial credit has become, since 
these ope ra t i ons began, t h e p o s s i b i l i t y and ex ten t o f deferred te rms, r a t h e r 

t h a n i n t e r e s t r a t e s , which a re kept w i t h i n d e f i n i t e l i m i t s by t h e p r i c e o f 

ix>ney. 

The I n d u s t r i a l Bank o n l y a l lows a t e r m o f f i v e years f o r loans i n 

Peruv ian cu r rency , owing t o t h e l i m i t e d s t a t e o f i t s resources . Loans i n 

f o r e i g n cu r rency , which are charged t o i n t e r n a t i o n a l c r e d i t l i n e s are 

g ran ted f o r t e n years . Concession o f a m o r t i z a t i o n f r e e pe r i ods i s v e r y 

j j npo r t an t . The p r a c t i c e o f t h e Bank i s t o extend such per iods u n t i l 

t h e equipment f i nanced by t h e l o a n i s brought i n t o o p e r a t i o n . The gran t 

o f any l o a n i nvo l ves a t e c h n i c a l , economic, book-keeping and l e g a l s tudy 

o f t h e m e r i t s o f t h e case and o f t h e prospects o f recove r ing t h e sum 

¿¡ranted. I n many 'cases these s tud ies show t h a t t h e l o a n o r i g i n a l l y 

a p p l i e d f o r would be insufficient and a larger sum is granted. I n o the rs 

i t i s concluded t h a t a f u r t h e r supply o f c a p i t a l i s r e q u i r e d , i n a d d i t i o n 
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t o t h a t o f t he l o a n , i f t h e f i n a n c i a l indexes o f t he en te rp r i se are t o 

show any improvement. 

The amount o f t h e loans granted by t h e I n d u s t r i a l Bank has been 

i nc reas ing p r o g r e s s i v e l y over t h e l a s t few years , as can be seen i n 

t a b l e 11. 

I f loans granted t o i n d u s t r y by commercial banks a re considered i t 

appears t h a t here t he re has not on l y been an increase i n volume, but a l so 

i n t h e i r c o n t r i b u t i o n t o t h e t o t a l o f loans granted t o a l l sectors by 

banks i n gene ra l . (See t a b l e 12 . ) 

Thus w h i l e t h e index o f t h i s t o t a l rose f rom 100 i n 1953 t o 

324.2 i n 1963, t h a t o f loans t o i n d u s t r y reached 409.5 . 

Quantitative ana l ys i s o f loans granted by t h e I n d u s t r i a l Bank shows 

t h a t t h e number o f those o f up t o 35,000 d o l l a r s has increased v e r y 

s l ow ly (see t a b l e 1 3 ) . 
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Table 11 

PEH0J LOANS OF THE INDUSTRIAL BANK, 1953-1964 

(Mil l ions of dol lars of. 1963) 
| | .. | . L " | |M i 

1953 1954 1955 1956 1957 1958 1959 i960 1961 1962 ; 1963 1964 

Quantity 2 .5 3<.l 3 . 2 5 . 6 12 .0 1 4 . 4 17 .2 19 .2 21,9 25.1 47 .8 6 9 . 6 

Index 100.0 123.4 126.4 224,3 476.3 571«7 684.6 ; 761.6 869.8 997.O 1 897.9 2 7 6 6 . 7 

Souroat Industrial Bank « f Peru, 

Table 12 , 

PERU« CCmeaCIAL BANK LOANS TO INDUSTRT INCOMPARISON WITH TOTAL LÜAtß, I953- I963 ' 

(Mil l ions of dol lars of 196s) ; • - — — — — — — — — — — — — - f . 

1953 1954 1955 1956 1957 . 1958 ; 1959 i960 ' 1961 . 1962 1963 

Total loans 123 .4 13 2* 2 157.8 180.3 195.6 198.7 - 208,0 253.0 ! 306 .0 356a6 400.0 

Index 100.0 I 0 7 . I 127.9 146.1 158.5 161.O ; 168.6 205.0 248.0 288.9 324.2 

Loans to Industry 

Quantity 30.6 34.1 39 .9 44.6 5 0 . 4 50.3 ; 53 .7 68 .7 88 .5 106.6 1 2 5 . 4 

Percentage of t o t a l 
25.8 24,7 ' 

j 
loans 24.8 25.8 25.3 24,7 ' 25 .8 25.3" ' 25 .8 27.1 28.9. 29» 9 . 31 .3 

Index 100» 0 111.3 130.2 145,7 1 6 4 . 4 . . 1 6 4 , 4 : 175.2 . 22'K. 3 28 348.1 409.5 

Sou root Bank Inspectorate. 
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Table 13 

PERU: LOANS BY THE INDUSTRIAL BANK ACCORDING 
TO SIZE OF LOANS 1962-1963 

( D o l l a r s o f 1963) 

_ 1 9 6 2 : 1963 

Number Percentage Number Percentage 

Up t o 1^864 d o l l a r s 194 24 .4 209 24*3 . 
From 1>864 t o 37,285 435 54.8 444 51 »6 
From 37,285 t o 111,857 124 15 .6 139 1 6 . 1 
From 111,857 t o 186,428 35 4 . 4 52 6 .0 
Above 186,428 6 0 .8 17 2 . 0 

Source: I n d u s t r i a l Bank. 

The l a r g e s t p r o p o r t i o n s o f t h e . l o a n s o f t h e I n d u s t r i a l Bank has 

been concen t ra ted w i t h i n t h e area o f Lima and C a l l a o , thus cor respond ing 

t o t h e p resen t geograph ica l d i s t r i b u t i o n o f i n d u s t r y . I n t h e l a s t few 

y e a r s , however, t h e Bank has t a k e n steps t o extend i t s opera t ions t o 

o t h e r reg ions t h r o u g h a s s o c i a t i o n w i t h t h e r e g i o n a l banks and t h e depar tmenta l 

development c o r p o r a t i o n s . 

As regards t h e use o f t h e s e l oans , 47 per cent went towards purchase 

o f machinery equipment , b u i l d i n g s and o the r bas ic a s s e t s , 27 per cent 

towards c o n s o l i d a t i o n o f debts and bank l o a n s , 8 per cent towards purchase 

o f raw m a t e r i a l s and 17 pe r cent was used as work ing c a p i t a l . (See t a b l e 14«) 

The I n d u s t r i a l Bank has r e c e n t l y begun opera t ions f o r t h e l ong t e r m 

f i n a n c i n g o f yards f o r b u i l d i n g f i s h i n g boa t s , most o f which w i l l be 

i n tended f o r e x p o r t . For t h i s purpose i t has been a ided by a l o a n o f 

1 m i l l i o n d o l l a r s f rom t h e I n t e r -Amer i can Development Bank's S p e c i a l 

Fund f o r t h e development o f expor t t r a d e . 
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< Table 14 

• PERU: LOANS BY THE INDUSTRIAL BANK CLASSIFIED BY USE,. 1963 : 

( M i l l i o n s ' o f d o l l a r s o f 1963) 

1963 • - 1964 . . . 
Use — —: : 

Amount Percentage • •' Amount Percentage 

Machinery and equipment 19 .4 40.6 2 3 . 1 33 .2 

B u i l d i n g s and o t h e r '" 
b a s i c assets • 3 . 0 , . 6 . 2 3 .7 . 5 .3 

^Miscellaneous l i a b i l i t i e s 8.6- • 1 8 . 1 : 20.4 .29.3 

Payments' - t o banks ' ••4.5 : 9 . 4 ; 6 , 1 . 8 . 7 

lEtaw- m a t e r i a l s 3 . 8 ' 8 .0 6 * 2 9 . 0 

Working c a p i t a l 7 .9 ' , 16.6 . 9 . 8 14 .0 

I nspec t i on , survey and {.,-' 
v a l u a t i o n cos ts . 0 .2 . . 0 . 4 o a 0 .2 

I n d u s t r i a l Bank shares . . 0 . 4 0 .8 . 0,2. 

T o t a l - 47 .8 100.0 6 9 . 6 . 100.0 

Th is arrangement makes i t p o s s i b l e t o leng then t h e terms o f 

f i n a n c i a l ass is tance t o ' such an ex ten t as t o enable- i n t e r n a l c r e d i t t o compete 

•with t h e l o a n s ' o f f e r e d by i n d u s t r i a l i z e d c o u n t r i e s , f o r which reason t h e 

I n d u s t r i a l Bank" i s t r y i n g t o èxtend i t t o Other branches p roduc ing c a p i t a l - • 

goods. 

The c r e d i t a v a i l a b l e t o i n d u s t r y f rom commercial banks i s v e r y 

r e s t r i c t e d , c h i e f l y on account o f ; a s t i p u l a t i o n o f t h e Bank Law whereby 

t h e y may not g rant c r e d i t s f o r terms o f more t h a n one y e a r . Because o f 

t h i s t h e y g e n e r a l l y c a r r y out t r a n s a c t i o n s i n v o l v i n g l onge r terms 

t h rough s u b s i d i a r y f i n a n c i a l en te rp r i ses whose f u n c t i o n s are t o p r o v i d e l o n g -

t e r m f i n a n c i n g and t o conduct opera t ions ou t s i de t h e normal ranges o f 

a c t i v i t y o f t h e i r pa ren t bod ies . They use s i m i l a r methods t o channel 

e x t e r n a l resources i n t o t h e f i n a n c i n g o f manufac tur ing i n d u s t r y . 

P r a c t i c a l l y no s t a t i s t i c s on t h e a c t i v i t i e s o f t h e f i n a n c i n g companies 

have been compi led o r p u b l i s h e d . The sò ie r e g u l a t i o n govern ing them i s 

/ t h a t t h e i r 
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t h a t t h e i r i n t e r e s t r a t e s must not exceed 12 pe r cent a y e a r , p l u s a 

1 pe r cent commission, 

( i i ) E x t e r n a l i n d u s t r i a l c r e d i t . The i n t e r n a t i o n a l c r e d i t i n s t i t u t i o n s 

and agencies have e s t a b l i s h e d c r e d i t l i n e s i n favou r o f t h e I n d u s t r i a l 

Bank and c e r t a i n f i n a n c i n g co rpo ra t i ons so t h a t these may grant sub- loans 

chargeable t o these l i n e s . The l a r g e s t experiment o f t h i s k i n d has been 

c a r r i e d out by t h e I n t e r - A m e r i c a n Development Bank which grants loans a t 

a moderate r a t e o f i n t e r e s t (5 3 / 4 per cent a t p r e s e n t ) f o r a t e r m o f 

12 y e a r s , t h e f i r s t two o f which are f r e e o f payment, t h e l o a n be ing 

amor t i zed over t h e f o l l o w i n g 10, Th is ibody i s o n l y consu l ted on 

i n d i v i d u a l t r a n s a c t i o n s i n v o l v i n g more t h a n one m i l l i o n d o l l a r s , t h e 

I n d u s t r i a l Bank hav ing a f r e e hand f o r any o t h e r s . The a i d t h u s g ran ted 

by t h e I n t e r - A m e r i c a n Bank has been i n v a l u a b l e bo th t o l a r g e - s c a l e and t o 

medium- and s m a l l - s c a l e i n d u s t r y . 

The I n t e r n a t i o n a l Development Agency (IDA) has a l so granted c e r t a i n 

c r e d i t l i n e s on ve ry f avou rab le c o n d i t i o n s , 

( i i i ) I n t e r n a l Commercial c r e d i t . I n Peru t h e commercial banks 

have l e n t v e r y cons iderab le support t o i n d u s t r y . Th i s has surpassed t h e 

a i d g ran ted t o a g r i c u l t u r e and r i v a l s t h e amount g ran ted i n t r a d e c r e d i t s . 

A l though t h e i n d u s t r i a l c r e d i t s ere e s s e n t i a l l y sho r t te rm - g e n e r a l l y 

advances on documentary guarantees, o v e r d r a f t s on cu r ren t accounts o r . 

p romissory notes - i n some cases t h e y may be conver ted i n t o l onge r t e rm 

loans by c a r r y i n g over t h e balances f rom one year t o t he next under t h e 

fo rm o f o r d i n a r y l o a n s . 

The recent experiment made by t h e I n d u s t r i a l Bank and t h e commercial 

banks i n Peru o f fo rm ing poo ls f o r t h e support o f p a r t i c u l a r sec to rs o f 

manufac tu r ing a c t i v i t y shows how much can be achieved i n t h e L a t i n American 

c o u n t r i e s by a p o l i c y o f c o - o r d i n a t i o n between i n s t i t u t i o n s engaged i n 

s i m i l a r l i n e s o f work . Th is has been c a r r i e d out so f a r w i t h respect t o 

t h e f i s h i n g boat i n d u s t r y and should be capable o f ex tens ion t o o the r 

s e c t o r s , 

( i v ) E x t e r n a l commercial c r e d i t . Fo re ign commercial banks, above a l l 

t hose o f t h e Un i ted S t a t e s , o f Canada, and r e c e n t l y o f Germany, work i n 

c l ose contac t w i t h t h e I n d u s t r i a l Bank and commercial banks o f Peru t o 

/make sho r t 
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make sho r t t e r m c r e d i t s a v a i l a b l e t o Peruv ian i n d u s t r y . Preference i s 

g i ven t o t he f i n a n c i n g . o f i n d u s t r i a l p roduc ts f o r e;xport, as has been t h e . 

case w i t h respec t t o f i s h meal and preserved f i s h . These t r a n s a c t i o n s 

have t h e advantage o f be ing capable o f be ing c a r r i e d out q u i c k l y and a t 

a l o w cos t» They make an. e x c e l l e n t complement t o t h e c r e d i t l i n e s o f t h e 

i r i t e rna t iona l ' deve lopment - banks and so l ve f o r t h e i n d u s t r i a l e n t e r p r i s e s 

t h e problem o f o b t a i n i n g work ing c a p i t a l a r i s i n g when t h e .Peruvian, 

currency resources o f the, domest ic, c red i t - i n s t i t u t i o n s a r e . . i n s u f f i c i e n t . 

(v ) -The c a p i t a l market , . I n : P e r u t h e c a p i t a l market operates, on an 

i n s i g n i f i c a n t s c a l e . There are v e r y few. en te rp r i ses which, quote t h e i r . 

i3hare p r i c e s i n t h e market-and t h e r e .are. s t i l l fewer which, whether i n t h e 

process o f f o r m a t i o n o r i n subsequent ex tens ions , ra.ise t h e i r c a p i t a l . , 

f rom p u b l i c c o n t r i b u t i o n s . In . ,genera l ; the , shares have been a l l o c a t e d ; 

be fo re t h e e n t e r p r i s e even has l e g a l ex i s tence . Thus the. i n v e s t o r .on a 

sma l l o r even a medium sca le has few chances o f u s i n g h i s , savings t o t a k e 

p a r t i n f i n a n c i n g t h e i n d u s t r i a l development o f t h e c o u n t r y . 

There i s a Stock.Exchange i n Lima, which ac ts as t h e cent re o f 

buy ing and s e l l i n g o f shares , bonds, deeds, e t c . The s m a l l sums- involved 

:Ln t h e t r a n s a c t i o n s c a r r i e d out t h r o u g h ; i t • appear f rom t h e f o l l o w i n g t a b l e 

Table 15 

PERU? MOVEMENT GF'SECURITIES,.1961-1965 

( M i l l i o n s o f so les ) 

1961 1962 1963 1964 1965 

I d a b i l i t i e s 

Sfcate debts 1 . 8 0 . 9 1 .8 0 .8 3 . 4 
Mortgage deeds 14^8 17 .7 1 2 . 8 ' 35 .2 62.7 
Eonds 3 . 9 . 4 . 4 2 .9 1 . 4 0 . 7 

T o t a l 2 0 ^ 0 , 1 7 s ! ZLtk 6 6 s £ 

Shares 

I n d u s t r i a l 8 . 2 9.5 2 . 2 1 . 2 0 . 2 
Others 20.6 19.8 .. 14.8 39 .8 62.2 

T o t a l 28.8 29.3 17 .0 41 .0 62.4 

Source: Stock-Exchange o f Lima. ' 

/ A much 
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A much greater q u a n t i t y o f such t r a n s a c t i o n s i s c a r r i e d out by t h e 

s e c u r i t i e s departments o f t h e commercial banks, which i n every case work 

more o r l ess i n co -ope ra t i on w i t h t h e s tock -b roke rs . For some t ime e f f o r t s 

have been made t o put more l i f e i n t o t h e Stock Exchange, An ad hoc 

commission was nominated t o dea l w i t h t h i s problem and proposed a se r ies 

o f measures which might have done something t o so lve i t , but these have 

s t i l l not been put i n t o e f f e c t . 

Perhaps because o f t he non-exis tence i n Peru o f a genuine exchange 

where shares might f i n d a ready sa le , i n d u s t r i a l bonds have come t o p l a y 

a p a r t o f some importance i n f i n a n c i a l opera t ions connected w i t h i n d u s t r y . 

These l ack some o f t he advantages o f shares, such as t h e i r h igher 

d iv idends and t h e p o s s i b i l i t y o f being supplemented by s p l i t shares 

d e r i v i n g from c a p i t a l i z a t i o n o f reserves, but on the o ther hand have a 

g rea te r l i q u i d i t y , p a r t i c u l a r l y i n t he case o f t h e recent issues which 

i n v o l v e shor t terms o f a m o r t i z a t i o n . 

I n t h i s connexion, the I n d u s t r i a l Promotion Law., by a l l ow ing 

enterprises t o i ssue bonds on s e c u r i t y o f machinery and equipment o f t w i c e 

t h e va lue o f t h e i s s u e , has taken a considerable step towards s t reng then ing 

t h e f i n a n c i a l s e c u r i t i e s market o f t h e coun t ry . Var ious important 

en te rp r i ses have made such i ssues , some i n Peruv ian and some i n f o r e i g n 

currency^ and t o ve ry good e f f e c t . 

Among t he p r o j e c t s soon t o be c a r r i e d out by t h e I n d u s t r i a l Bank i s 

t h a t o f e n t r y i n t o t he i n d u s t r i a l s e c u r i t i e s market by purchas ing shares 

i n var ious en te rp r i ses i n process of f o rma t i on o r extens ion,which shares 

w i l l i n t u r n stand as s e c u r i t i e s f o r i t s own bond i ssues . I n t h i s i n d i r e c t 

way p u b l i c savings w i l l be pu t t o work as c a p i t a l f o r i n d u s t r i a l e n t e r p r i s e s . 

The recent success o f t he Bank i n f i n d i n g a sa le i n t h e p r i v a t e sec tor f o r 

t h e m a j o r i t y o f i t s c lass "B" shares seems t o p rov ide s u f f i c i e n t evidence 

i n favour o f t h i s impor tant move. 

2 / The success o f t h e I n d u s t r i a l Bank i n s e l l i n g i t s shares t o p r i v a t e 
i nves to rs deserves s p e c i a l comment, as i t b r i ngs out t h e extent o f i t s 
achievements i n t h e i n t e r n a l c a p i t a l marke t . ' Thanks t o a tempt ing t a x 
f r e e d i v idend o f up t o 12 per c e n t , t o t h e thoroughness o f i t s pub l i shed 
balance sheets, t o prompt q u a r t e r l y payments o f d i v idends , and t o t h e 
care i t takes i n s e l l i n g t h e shares o f anyone who wishes t o get r i d 
o f them, i t has managed t o t u r n i t s e l f i n t o a p u b l i c company w i t h t h e 
l a r g e s t number o f shareholders on every sca le o f any i n t he coun t r y . 

/ ( v i ) The 
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( v i ) The c o n t r i b u t i o n o f f o r e i g n c a p i t a l . Fo re ign c a p i t a l has made 

some c o n t r i b u t i o n o f a t e c h n o l o g i c a l as w e l l as f i n a n c i a l n a t u r e , t o t h e 

i n d u s t r i a l development o f Peru. 

Almost t h e whole o f . t h e f o r e i g n resources e n t e r i n g t h e i n d u s t r i a l 

sec to r as on December 31st 1964 came f rom Germany ( 8 1 pe r c e n t ) . As 

regards t h e i n t e r n a t i o n a l o r g a n i z a t i o n s , t h e IDB can be.mentioned as 

'having c o n t r i b u t e d 7 .5 m i l l i o n do l l a r s . , a, l a r g e r sum than what, i t .has granted 

t o any o the r s e c t o r o f . t h e economy. Denmark has a l so p rov i ded a l o a n o f 

.3.9 m i l l i o n d o l l a r s . 

Wi th rega rd t o t h e i n t e r e s t r a t e s , t h e g rea te r p a r t o f t h e t o t a l 

g ranted (73 .6 per cen t ) i n v o l v e s i n t e r e s t o f over 6 1 / 2 pe r cent a y e a r , 

( c ) F inanc ing ¿ f rau m a t e r i a l and manufactured products stocks '. 

One o f t h e g rea tes t weaknesses t o appear i n t h e f i n a n c i a l s t r u c t u r e 

o f Peruv ian i n d u s t r i a l en te rp r i ses i s t h e i r l a c k o f s u f f i c i e n t work ing 

c a p i t a l f o r e f f i c i e n t o p e r a t i o n s . Most p f them are d e f i c i e n t i n l i q u i d i t y 

and many o n l y j u s t m a i n t a i n t h e e q u i l i b r i u m between l i q u i d assets and 

i n a b i l i t i e s , A r e l a t i o n o f 1„5 t,o l i s r a r e enough and s t i l l more so t h e 

2 t o 1 recommended by o r thodox s tandards . 

Th is i s p a r t l y due t o t h e constant, r i s e o f p r o d u c t i o n costs and t o 

t h e f a c t t h a t t h e t r a d i n g concerns, by c o n t i n u a l l y exac t i ng de fe r red terms 

t h e payment o f manufactures, pu t t h e whole burden o f m a i n t a i n i n g 

sstodcs on i n d u s t r y i t s e l f . But i t i s a l so due t o t h e f a c t that , t h e 

iianagements i n many cases d i v e r t resources , which might be used as work ing 

c a p i t a l , i n t o purchase o f equipment which i s o n l y put t o .use f o r p a r t o f 

t h e day when i n any case a more i n t e n s i v e use o f t h e i r e x i s t i n g machinery 

cou ld ach ieve t h e same l e v e l o f p r o d u c t i o n . The combined r e s u l t o f these 

c i rcumstances i s t h a t i n d u s t r y comes t o depend c o n t i n u a l l y more h e a v i l y 

on t h e f i n a n c i a l suppor t o f banks and s u p p l i e r s , t he expenses o f which 

Eidd t o . p r o d u c t i o n c o s t s . 

F inanc ing o f s tocks o f raw m a t e r i a l s and manufactured products r e s t s 

almost e n t i r e l y on c r e d i t f r om . the commercial banks. The I n d u s t r i a l Bank 

i s ta lc ing measures • t o Improve t h i s . s i t u a t i o n by deduc t ing p a r t of i t s funds 

t o such f i n a n c i n g , but i t s e f f o r t s are l i m i t e d by i t s l a c k o f resources . 

Moreover t h i s i s -not i t s p roper f u n c t i o n , s i nce any inc rease i n loans 

/ f o r work ing 



f o r work ing c a p i t a l i n v o l v e s c u r t a i l m e n t o f t he c r e d i t i t has a v a i l a b l e 

f o r inves tment . 

As regards i n d u s t r i e s manufac tu r ing a r t i c l e s f o r e x p o r t , t h e problem 

i s p a r t l y so lved by t h e f o r e i g n commercial bank c r e d i t s ment ioned above, 

wh ich a r e , as was t h e n s a i d , g ran ted a t ve ry moderate r a t e s o f i n t e r e s t . 

But i t remains a grave d i f f i c u l t y f o r i n d u s t r i e s p roduc ing goods f o r 

i n t e r n a l consumpt ion, 

9 . Size and c h a r a c t e r i s t i c s o f i n d u s t r i a l es tab l i shments 

Ana l ys i s o f t h e d i f f e r e n t branches o f i n d u s t r y suppor ts a - t e n t a t i v e 

d i v i s i o n i n t o t h r e e groups. 

The f i r s t o f these c o n s i s t s o f the i n d u s t r i e s which are e s s e n t i a l l y 

l i n k e d t o f o r e i g n t r a d e such as the sugar m i l l s , f i s h meal p r o d u c t i o n , 

metal, r e f i n i n g , e t c . These are cha rac te r i zed by e f f i c i e n c y , h i g h 

p r o d u c t i o n c a p a c i t y and e x c e l l e n t l e v e l s o f p r o d u c t i v i t y . 

The second cons i s t s o f t h e i n d u s t r i e s whose p r o d u c t i o n i s designed 

t o s a t i s f y t he demands o f a market o f some s i z e and which have t h e r e f o r e 

been j u s t i f i e d i n i n s t a l l i n g u n i t s l a r g e enough t o operate economica l l y 

and can cons ider themselves producers o f durab le consumer and investment 

goods. These i n c l u d e t h e t y r e and i nne r tube f a c t o r i e s and t h e g l a s s , 

core o f t h e chemica l , and t he m e t a l - t r a n s f o r m i n g i n d u s t r i e s , a l l o f which 

have been e f f i c i e n t l y equipped w i t h modern machinery and processes and 

work t o h i g h q u a l i t y s tandards . They a l so have a h i g h manpower p r o d u c t i v i t y , 

but a t t h e same t i m e a poor average l e v e l o f use o f t h e i r i n s t a l l e d c a p a c i t y 

r e l a t i v e t o t h e s i z e o f t h e market . 

The t h i r d group i s made up o f i n d u s t r i e s - many o f which have been 

b u i l t up f rom a r t i s a n beginn ings - engaged i n p r o d u c t i o n o f non-durable 

consumer goods. Some o f these have been brought up t o da te and have 

m o d i f i e d t h e i r s t r u c t u r e o f p r o d u c t i o n and a d m i n i s t r a t i o n so as. t o compete 

w i t h t h e modern f a c t o r i e s i n s t a l l e d i n t h e l a s t few y e a r s . These i n c l u d e 

t h e f oo twea r , wear ing a p p a r e l , l e a t h e r and some o f t h e m e t a l - t r a n s f o r m i n g 

i n d u s t r i e s . The group can a lso be t aken t o i n c l u d e t h e t e x t i l e s i n d u s t r i e s , 

a l though t hese , on account o f t h e i r importance and the f a c t t h a t , even 

though t h e y i n c l u d e t h e r e l a t i v e l y wel l -known a r t i s a n w o o l l e n goods 

/ i n d u s t r y , t h e i r 
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< 

. indus t ry , t h e i r s t r u c t u r e does not de r i ve from a r t i s a n forms o f p roduc t i on , 

n i g h t b e t t e r be considered as c o n s t i t u t i n g a group a p a r t . T e x t i l e s 

p r o d u c t i o n was one 'o f t h e f i r s t i n d u s t r i a l a c t i v i t i e s t o beg in i n Peru, a 

J'act whose consequences are not' e n t i r e l y advantageous f o r t he i n d u s t r y . 

Thus, t h e average annual growth r a t e o f t h i s i n d u s t r y was o n l y 2 .2 per cent 

du r ing I 9 6 Ó - I 9 6 4 as compared wi th ' t he 9 . 3 pe r cent o f t h e va lue o f i n d u s t r i a l 

p r o d u c t i o n as a whole, 

10. Employment i n i n d u s t r y 

A v a i l a b i l i t y o f manpower seems a l so t o have had a break ing e f f e c t 

on t he development o f i n d u s t r y , s ince the l a t t e r "cannot c reate enpJ.oyment 

t o t h e ex tent requ i red by t h e manpower e n t e r i n g t h e employment market . 

According t o f i g u r e s p rov ided 'by t h e Employment and Human Resources 

Bureau, t o t a l i n d u s t r i a l employment" i n 1964 was over 483,100 persons 

t h i s inc ludes about 181,000 employed i n what i s known as r e g i s t e r e d i n d u s t r y 

aad j u s t over 24,000 i n establ ishments o f 1 t o 4 persons which may not 

hafe been inc luded i n t he former f i g u r e . 

Ana lys is o f t h e d i s t r i b u t i o n of énplóyment i n r e g i s t e r e d i n d u s t r y 

accord ing t o types o f a c t i v i t y g ives a heavy concen t ra t i on i n manufacture 

o f foods , t e x t i l e products, " footwear and i n t h e chemical i n d u s t r i e s . 

These branches toge the r p rov ide over 54 per cent o f t h e employment o f the 

s e c t o r . I f t h e i r employment f i g u r e s are compared w i t h those f o r t h e i r 

va lue added i t appears t h a t as w e l l as the genera l p r o d u c t i v i t y d i f f e rences 

o:r r e g i s t e r e d as compared w i t h un reg is te red and a r t i s a n i n d u s t r y t h e r e are 

i i p o r t a n t , though sma l l e r , d i f f e r e n c e s between t h e var ious branches o f t he 

fo rmer . 

The h ighes t f i g u r e s f o r va lue added per person employed have occurred 

i n t h e petroleum, tobacco, beverages and paper i n d u s t r i e s and the next 

h ighes t i n rubber , bas ic metals and chemicals, w h i l e those f o r t h e wood, 

footwear and l e a t h e r i n d u s t r i e s are r e l a t i v e l y l ow . 

y The p r o p o r t i o n ò f male employees i n . t h i s f i g u r e i s 77.8 pe r cent and 
t h a t o f women 28 .2 per cen t . The h igh percentage o f women employees 
i s c h i e f l y due t o the l a r g e numbers engaged i n a r t i s a n p r o d u c t i o n . 

• A t . i s 
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I t i s c l e a r t h a t these d i f f e rences are e s s e n t i a l l y connected w i t h 

t h e average s i z e o f t he establ ishments o f t h e branches concerned and 

w i t h t h e d i f f e r e n t degrees o f mechanization and c a p i t a l i n t e n s i t y 

c h a r a c t e r i s t i c o f t he d i f f e r e n t types o f a c t i v i t y t h e y are engaged i n . 

They can t h e r e f o r e reasonably be counted as normal fea tu res o f t h e stage 

o f i n d u s t r i a l development th rough which Peru i s now passing, w h i l e i t i s 

probable t h a t i n f u t u r e t h e y w i l l t end t o become less marked as p r o d u c t i v i t y 

i s g e n e r a l l y increased above t he present l e v e l s . 

A f u r t h e r aspect o f undeniable importance i n connexion w i t h i n d u s t r i a l 

employment i s i t s degree o f t r a i n i n g . SENATI est imates t h a t o f a l l persons 

employed i n manufactur ing i n d u s t r y on ly 2 . 1 per cent belong t o t h e category 

o f p ro fess iona l s and t e c h n i c i a n s , and 14.9. per cent to that of staff, wh i l e 

31a5 per cent are s k i l l e d and s e m i - s k i l l e d workers and 51.5 per cent 

u n s k i l l e d workers. The l a s t two ca tegor ies t h e r e f o r e amount t o 83 per 

cent cf t h e t o t a l , which i s 16 per cent more t han t h e 67 per cent norma l l y 

p rosc r i bed f o r p r o p e r l y c o n s t i t u t e d i n d u s t r i e s . 

The shortage o f t r a i n e d personnel a t a l l l e v e l s i s g rea tes t i n 

«hat are known as the dynamic i n d u s t r i e s . Th is c o n s t i t u t e s a ser ious 

problem as t he f u t u r e i n d u s t r i a l development o f t h e coun t ry depends on 

them. 

SENATI mentions t h e f o l l o w i n g as be ing t he c h i e f d e f i c i e n c i e s o f t h e 

s t r u c t t i re o f i n d u s t r i a l employment i n Peru: 

(a.) a 60.5 pe r cent shortage o f p ro fess iona l s and t e c h n i c i a n s ; 

(b ) a 20 per cent shortage o f s t a f f ; 

( c ) a 19 per cent surp lus o f workers of a l l c a t e g o r i e s . 

The t e c h n i c a l educat ion g i ven by tho state is insufficient to deal 
w i t h t h i s shortage o f t r a i n e d manpower. Pub l i c educat ion i s t h e r e f o r e 

be ing s u b s t a n t i a l l y reformed so as t o e s t a b l i s h a compromise between 
. c 

t e c h n i c a l and C u l t u r a l t each ing which w i l l p rov ide t he l i n e s along which 

i t can develop i n f u t u r e . 

I t i s a lso w e l l wor th ment ion ing t h e va luab le c o n t r i b u t i o n be ing made 

t o manpower t r a i n i n g by such o rgan iza t ions as t h e Na t iona l Apprent icesh ip 

and I n d u s t r i a l Labour Serv ice (SENATI), t he Franco-Peruvian Centre, t h e 

Army I n d u s t r i a l T r a i n i n g Centre , t he Na t i ona l P r o d u c t i v i t y Centre, t he 

Labour Studies Cent re , e t c . 

/ I I . Geographica l 
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11» Geographica l d i s t r i b u t i o n ' o f i n d u s t r i a l p roduc t i on 

Peruv ian i n d u s t r y , as i s -widely recognized, shows a s t rong t r e n d 

towards concen t ra t i on i n t h e Lima-Cal lao zone, a t t h e expense o f i n d u s t r i a l 

development i n o the r r eg ions , (See t a b l e 16 . ) 

I t i s t r u e t h a t t h e r e are many good reasons f o r choosing t h i s zone 

a',5 a l o c a t i o n . I t not on l y contains most o f t h e purchasing capac i t y o f t h e 

p o p u l a t i o n but a l so a l l t h e e x t e r n a l economies n a t u r a l t o a cent re which 

has a l ready had a p r e t t y cons iderab le i n d u s t r i a l - development. I t a lso 

o f f e r s t h e b e s t - f a c i l i t i e s f o r o b t a i n i n g ' imported raw mate r ia l s ' and -

i n te rmed ia te products, w h i l e a t t h e same t ime c o n s t i t u t i n g an .exce l l en t 

l o c a t i o n f o r i ndus t r i es , a s p i r i n g t o t ake part- on any cons iderable sca le i n 

t r a d e w i t h f o r e i g n markets . L a s t l y , i t prov ides the eas ies t access and 

best p o s s i b i l i t i e s o f con tac t w i t h t h e o f f i c i a l bodies and c r e d i t i n s t i t u t i o n s 

concerned i n i n d u s t r y , and i t i s t h i s , t oge the r w i t h t h e concen t ra t i on o f 

t r a i n e d manpower i n t h e c a p i t a l which has been d e c i s i v e i n t h e genera l 

pi-eferer.ee f o r t h i s l o c a t i o n , above a l l i n t he case o f r e g i s t e r e d i n d u s t r y . 

Near ly 33 per cent o f a l l establ ishments are s i t u a t e d ou ts ide t h e 

Li j i ia-Cal lao zone; these absorb 36,3 per cent o f i n d u s t r i a l employment and 

c o n t r i b u t e 35*1 per cent o f t h e t o t a l va lue o f manufactur ing p roduc t i on . 

A more thorough ana lys is accord ing t o i n d u s t r i a l d i v i s i o n s shows 

t h a t most o f manufactur ing p roduc t i on c a r r i e d on ou ts ide Lima and Cal lao 

belongs t o t he food and the bas ic me ta l i n d u s t r i e s , and i n these two 

sectors cons is ts ma in ly o f sugar r e f i n i n g and meta l founding and r e f i n i n g 

f c r both o f which t h e d e c i s i v e f a c t o r i n l o c a t i o n i s t he nearness o f sources 

f c r t h e i r raw m a t e r i a l requi rements, r a the r t han t r a n s p o r t , manpower, 

motor power, e tc , ' 

The concen t ra t i on o f Peruvian i n d u s t r y becomes s t i l l more obvious 

when t h e p r o d u c t i o n o f t h e zones ou ts ide Lima and Ca l lao i s considered 

apar t f rom these two a c t i v i t i e s , f o r i t now on l y amounts t o 22,9 per cen t , 

i n va lue o f t h a t of industry in Lima and Callao minus the same activities, 
and on l y reaches f i g u r e s o f any r e l a t i v e s i g n i f i c a n c e i n t h e cases o f t h e 

beverages, t e x t i l e s , wood, f u r n i t u r e , and l e a t h e r i n d u s t r i e s . 

As regards food i n d u s t r i e s ou ts ide L ima-Cal lao, t he departments which 

c o n t r i b u t e most t o p r o d u c t i o n a re , i n order o f impor tance: Lambayeque, 

/ L a L i b e r t a d 
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La L i b e r t ad and Ancash. Much o f t h e c o n t r i b u t i o n o f t h e two former 

de r i ves f rom sugar r e f i n i n g . As regards bas ic me ta l i n d u s t r i e s , almost 

t h e whole p r o d u c t i o n i s c a r r i e d out i n Jun in and Ancash. Only t h e 

departments o f Lima and Arequipa and t h e p r o v i n c e o f Ca l lao possess any 

app rec iab le degree o f i n d u s t r i a l d i v e r s i f i c a t i o n . 

Table 16 

EERUî GEOGRAPHICAL DISTRIBUTION OF MANUFACTURING INDUSTRY 

Percentage Percentage Percentage 
Departments o f t o t a l o f i n d u s t r i a l o f p r o d u c t i o n 

estab l ishments employment va lue 

Lima and Ca l lao 67.0 63.7 64.9 

J u n i n 3 . 6 5 . 4 7 . 7 

Ancash - 2.3 5 . 0 5 .7 

Arequipa 5 .3 4 . 7 3 . 9 

P i u r a 1 .9 3 .3 5 .9 

La L i b e r t a d 3 . 1 3 . 2 4 . 4 

Lambayeque 2 . 3 3 . 1 3 . 7 

Cusco 2 . 1 2 .3 0 . 7 

l e a 3 . 4 2 . 2 1 . 4 

Lo re to 2 .8 1 . 4 0 . 4 

Ca3 amarca 0 . 9 1 .3 0 . 2 

A l l o t h e r departments 5.3 4 . 4 1 . 1 

T o t a l 100.0 100,0 100.0 

Source: I n d u s t r i a l Census o f 1963. 
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I I I , PLANS AND PROGRAMMES FOR INDUSTRIAL DEVELOPMENT 

1 , The Economic and S o c i a l Development P lan 1967-1970 

The Economic and S o c i a l Development P lan 1967-1970 i s a t p resent 

under rev iew f o r app rova l by t h e N a t i o n a l Economic and S o c i a l Development 

Counc i l . Th is p l a n aims a t f ou r genera l o b j e c t i v e s : 

( a ) D i m i n u t i o n o f v u l n e r a b i l i t y t o c i rcumstances o f f o r e i g n t r a d e 

( b ) R e d i s t r i b u t i o n o f income 

( c ) Inc rease o f p r o d u c t i o n 

( d ) Inc rease o f employment 

The achievement o f an acceptable degree o f success i n reach ing 

these o b j e c t i v e s depends on a s i g n i f i c a n t inc rease i n t he growth o f t h e 

economy, which i n t u r n i nvo l ves a h ighe r r a t e o f c a p i t a l i z a t i o n based on 

n a t i o n a l and f o r e i g n sav ings . 

I n i t s s t r a t e g i c aspects t h e p l a n envisages an inc rease o f 

c a p i t a l i z a t i o n by means o f a s l i g h t d i m i n u t i o n o f t h e p resent o v e r - a l l 

growth r a t e o f consumption, e s p e c i a l l y t h a t o f urban consumption. 

I t a l so envisages an inc rease i n domest ic savings t o such an ex ten t 

as t o make i t p o s s i b l e t o f i nance most o f t h e necessary investments f rom 

them and t o reduce t h e s i z e o f t h e f o r e i g n debt and meet t h e commitments 

a r i s i n g f rom i t . 

I nc rease o f t h e growth r a t e o f t h e economy w i l l r e q u i r e s u b s t a n t i a l 

changes i n t h e s t r u c t u r e o f p r o d u c t i o n . I n p a r t i c u l a r , i t w i l l be 

necessary t o promote a g r i c u l t u r a l development i f o b j e c t i v e s (a ) and ( b ) 

are t o be s a t i s f a c t o r i l y a t t a i n e d . 

I n b r i e f , t h e fundamental p o i n t s o f t h e o v e r - a l l s t r a t e g y o f t h e 

p lan, , as r e s u l t i n g f rom i t s gene ra l o b j e c t i v e s , are as f o l l o w s : 

( a ) Inc rease o f t h e o v e r - a l l investment c o e f f i c i e n t 

( b ) Inc rease o f t h e c o n t r i b u t i o n o f domestic savings t o t h e 

f i n a n c i n g o f o v e r - a l l investment 

( c ) Expansion o f a g r i c u l t u r e 

( d ) I n t e g r a t i o n o f i n d u s t r y 

/2. The 



~ 42 -

2 . The gene ra l s t r a t e g y o f I n d u s t r i a l development 

The o v e r - a l l s t r a t e g y o f t h e development p l a n i nvo l ves t h e f o l l o w i n g 

o b j e c t i v e s . for t h e i n d u s t r i a l sec to r : . . 

v ( a ) The i n d u s t r i a l s e c t o r m u s t , increase, i t s p resen t r a t e o f growth 

so ,as t o s a t i s f y t h e r i s i n g demand, f o r manufactured..goods and c o n t r i b u t e 

t o t h e employment o f t he . u rban p o p u l a t i o n . . ,. 

, - ( b ) The i n d u s t r i a l i z a t i o n . . p r o c e s s must. be. d i r e c t e d . p r i n c i p a l l y 

towards t h e i n t e g r a t i o n o f i n d u s t r y , t o ensure i t s c o n t i n u i t y . 

( c ) I n d u s t r i a l development must t a k e i n t o account t h e needs o f t h e 

a g r i c u l t u r a l s e c t o r bo th as regards p r o d u c t i o n o f i n p u t s , t o o l s and 

equipment ..and as regards i n d u s t r i a l i z i n g t h e p r o d u c t i o n o f t h i s s e c t o r . 

( d ) P roduc t i on o f consumer goods must be, ma in l y d i r e c t e d towards 

ensur ing adequate supp ly o f t h e goods e s s e n t i a l l y needed by common peop le . 

(e ) Manufac tu r ing p r o d u c t i o n must become t o a g r e a t e r ex ten t 

d e c e n t r a l i z e d . 

( f ) The i n t e r e s t s o f t h e consumer o f . f i n a l and i n t e r m e d i a t e goods 

must be b e t t e r p r o t e c t e d by c r e a t i n g a c o m p e t i t i v e market i n which 

c o r n e r i n g manoeuvres w i l l be imposs ib l e . 

( g ) Expor ts o f manufactured products must i nc rease by r a i s i n g t h e 

q u a n t i t i e s o f those a t p resen t produced sind by opening up new l i n e s o f 

p r o d u c t i o n . 

The. i n d u s t r i a l . p o l i c y o f t h e . c o u n t r y has. been g i v e n i t s g e n e r a l 

o u t l i n e by two bas ic i n s t r u m e n t s , Law 9140 and Law .13270 o f I n d u s t r i a l 

Promot ion . These do not go so f a r as t o p rov i de a sys temat ic and 

t h o r o u g h l y worked out i n d u s t r i a l p o l i c y * but have served as a g e n e r a l 

s tandard govern ing t h e measures adopted, i n p a r t i c u l a r cases. 

The i n d u s t r i a l development p o l i c y f o l l o w s t h e recommendations o f 

t h e Punt a d e l Es te Char ter and of. o the r i n t e r - A m e r i c a n and w o r l d 

meetings where c o - o r d i n a t i o n o f i n d u s t r i a l development s t r a t e g y w i t h 

t h e p lans and p romot ion programmes f o r o the r , a c t i v i t i e s be long ing t o a 

g e n e r a l system o f economic and s o c i a l development has been s t u d i e d . 

I n t h e course o f t h i s work c e r t a i n s p e c i f i c aspects have been ment ioned 

which a re cons idered as i n t e g r a l t o a sys temat ic p o l i c y o f i n d u s t r i a l 

development, Of p a r t i c u l a r importance among these i s t h e d e f i n i t i o n 

/ o f t h e 
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o f t h e maximum l e v e l of" use o f p roduc ts d e r i v i n g f rom a g r i c u l t u r e needed 

t o produce a p r o p e r ' e q u i l i b r i u m between I n d u s t r i a l development and 

expansion o f t h e a g r i c u l t u r a l s e c t o r , t h i s be ing o f recognized s t r a t e g i c . 

v a l u e i n t h e genera l growth o f t h e coun t r y . 

3 . Bodies hav ing execu t ive r e s p o n s i b i l i t i e s 
i n i n d u s t r i a l devslopment • 

For a l o n g t ime t h e on ly i n s t i t u t i o n s f o r i n d u s t r i a l promot ion 

were t h e Department o f I n d u s t r i e s and E l e c t r i c i t y o f t h e M i n i s t r y o f 

Development and Pub l i c Works and t h e I n d u s t r i a l Bank o f Peru. 

The two f i r s t p u b l i c c o r p o r a t i o n s , t h e Santa Corpo ra t i on o f Peru and 

t h e Amazon Corpo ra t i on ( t h i s l a t t e r was t aken over i n 1949 by t h e 

A g r i c u l t u r a l Development Bank o f Peru) were formed i n t h e ' 4 0 ' s . Somewhat 

l a t e r o t h e r development co rpo ra t i ons were set up t o assume, i n accordance 

w i t h t h e i r s t a t u t e s , t h e t a s k o f deve lop ing i n d u s t r y i n s p e c i f i c r e g i o n s . 

The Department o f I n d u s t r i e s and E l e c t r i c i t y o f t h e M i n i s t r y o f 

Development and Pub l i c Works i s respons ib le f o r c e n t r a l i z a t i o n o f 

a d m i n i s t r a t i v e work i n connexion w i t h t h e o p e r a t i o n o f manufac tur ing 

i n d u s t r i e s and o f e l e c t r i c power s t a t i o n s and f a c i l i t i e s . A l though most 

o f i t s a c t i v i t i e s are a d m i n i s t r a t i v e i t i s i n v e s t e d w i t h c e r t a i n powers 

t o c a r r y out p romot ion a c t i v i t i e s . The re l evan t Law 13270 o f I n d u s t r i a l 

Promotion l a y s down i n c lause (g ) a r t i c l e 6 t h a t t h i s department has t h e 

d u t y o f s t u d y i n g t h e i n d u s t r i a l p romot ion and development p r o j e c t s o f t he 

Government i t s e i f , and o f s t a t e c o n t r o l l e d e n t i t i e s and s t a t e c o r p o r a t i o n s , 

whatever may be t h e p o s i t i o n o r powers o f t h e bodies p ropos ing them, and 

f o m u l a t i n g t h e necessary recommendations i n each case. The department 

has, however, gone even f u r t h e r by f i n a n c i n g i n d u s t r i a l p r o j e c t s over 

and above i t s d i r e c t p romot ion a c t i v i t i e s i n t h e e l e c t r i c power s e c t o r . 

The c r e a t i o n o f t h e I n d u s t r i a l Bank o f Peru was decreed by Law 7695, 

which came i n t o f o r c e on 30 January 1933, hu t i t was not u n t i l seme 

t ime a f te rwards t h a t i t f o r m a l l y inaugurated i t s opera t ions« Th is 

was on 2 October 1965, t h e da te on which i t s f i r s t board o f d i r e c t o r s 

was o f f i c i a l l y i n s t a l l e d . The t i m e between these two dates was used t o 

accumulate t h e c a p i t a l needed f o r i t t o beg in i t s a c t i v i t i e s . 

/The Bank 
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The Bank was i n i t i a l l y c o n s t i t u t e d f o r 30 y e a r s , sub jec t t o renewal 

f o r terms o f equal l eng th? As l a i d .down i n i t s s t a t u t e s i t was founded 

as a mixed s t a t e and p r i v a t e c o r p o r a t i o n . As a c r e d i t i n s t i t u t i o n i t was 

supposed t o f o s t e r manufac tu r ing a c t i v i t i e s i n t h e coun t r y by g r a n t i n g 

loans t o e s t a b l i s h e d i n d u s t r i a l companies whose p r o d u c t i o n was t o o s m a l l 

t o s a t i s f y demand and t o i n d u s t r i a l e n t e r p r i s e s i n t h e process o f f o r m a t i o n . 

I t was t o p r o v i d e c r e d i t s f o r use as work ing c a p i t a l as w e l l as f o r 

investment i n f i x e d assets (equipment and i n d u s t r i a l b u i l d i n g s ) . I t was 

a l s o expected t o c a r r y out o the r t r a n s a c t i o n s such as d i s c o u n t i n g o f b i l l s , 

r e c e p t i o n and s h i p p i n g o f p roduc ts t o be s o l d i n t h e coun t ry o r abroad, 

and i n g e n e r a l every k i n d o f bank t r a n s a c t i o n approved by t h e Bank-

D i r e c t o r a t e and w i t h i n t h e f i e l d o f f a c t o r y i n d u s t r y . 

I n succeeding pe r i ods i t s o r g a n i z a t i o n and f u n c t i o n s were m o d i f i e d 

and en la rged by s e v e r a l f u r t h e r l e g a l p r o v i s i o n s . But t h e I n d u s t r i a l 

Promot ion Law 13270, which came i n t o f o r c e i n November 1959, i n i t i a t e d a 

t o t a l r e f o rm o f i t s s t r u c t u r e . However, even though t h i s p a r t i c u l a r 

set o f p r o v i s i o n s r e s u l t e d i n ve ry cons ide rab le changes f o r t h e Bank, t h e r e 

was s t i l l none, p o s s i b l y t h e most necessar3r, a u t h o r i z i n g i t t o ac t as a 

d i r e c t p romot ion i n s t i t u t i o n . Th is was f i n a l l y brought about by 

Law 13805 ; o f December 1961, which e n t i t l e d i t t o t ake p a r t i n t h e 

f o r m a t i o n and ex tens ion o f p r i v a t e i n d u s t r i a l e n t e r p r i s e s whose c r e a t i o n 

o r con t inued ex is tence m i g h t , on t h e i n i t i a t i v e o f t h e Bank and under 

f avou rab le r e p o r t f rom t h e Na t i ona l I n s t i t u t e o f I n d u s t r i a l Promot ion, 

be dec la red by t h e Execu t i ve t o be i n t h e n a t i o n a l i n t e r e s t . The Bank 

was a u t h o r i z e d t o p r o v i d e up t o 50 pe r cent o f t h e share c a p i t a l o f t hese 

e n t e r p r i s e s as l ong as t h e sum prov ided was not i n any s i n g l e case more 

t h a n 10 pe r cent o f i t s own c a p i t a l and rese rves . I n a d d i t i o n t o t h i s 

i t may not use more t h a n 35 pe r cent o f i t s t o t a l resources i n d i r e c t 

i nves tmen t , t he remain ing 65 pe r cent be ing reserved f o r use i n connexion 

w i t h c r e d i t . 

Th i s law i n c l u d e d o ther p r o v i s i o n s f o r f a c i l i t a t i n g and /o r ex tend ing 

t h e a c t i v i t i e s o f t h e Bank, Th$ most impor tan t were as f o l l o w s : 

— The ex is tence o f t h e Bank was pro longed f o r another 30 y e a r s , 

u n t i l 1993; 
/ - The shares 
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- The shares be longing t o p r i v a t e c a p i t a l were brought i n t o s i n g l e 

c lass knovn as "c lass B"; 
- The c o n d i t i o n whereby i n d u s t r i a l i s t s r e c e i v i n g loans were o b l i g e d 

t o purchase shares i n the Bank was abo l i shed ; 

- I t s au tho r i zed c a p i t a l was ra i sed t o 37.3 m i l l i o n d o l l a r s and t he 

s t a t e c o n t r i b u t i o n was enlarged by an a d d i t i o n a l 30 m i l l i o n so les 

a year f o r which p r o v i s i o n was t o be made i n t he Budget over 

10 consecut ive years ; 

- The system o f eva lua t i ng i n d u s t r i a l en te rp r i ses 'as a whole was 

i n t roduced , so as t o extend t h e margin o f c r e d i t which may be 

grant 3d them by t h e Bank and t o b r i n g t h e i r development under i t s 

more d i r e c t ass is tance and con t ro l» 

To enable t h e Bank t o operate as a d i r e c t promot ion i n s t i t u t i o n t h e 

f i r s t step o f i t s Promotion Department was t o set up t he Economic Studies 

O f f i c e , However, t o avo id r e d u p l i c a t i o n o f e f f o r t i t was thought best t o 

a t t ach t h i s o f f i c e t o t h e Na t iona l I n s t i t u t e o f I n d u s t r i a l Promotion ( INP I ) 

which was a l ready respons ib le f o r a l l genera l and s p e c i f i c p r e l i m i n a r y 

s tud ies f o r t h e c r e a t i o n or expansion o f i n d u s t r i a l e n t e r p r i s e s . Thus 

not o n l y does t h e Bank p rov ide f i n a n c i a l ass is tance t o i n d u s t r y but a lso 

s ince t h e midd le o f 1963 i t has j o i n t l y w i t h INPI been de .jure and de f a c t o 

respons ib le f o r t e c h n i c a l ass is tance . 

Ever s ince i t was founded t h e I n d u s t r i a l Bank has been au thor i zed 

t o make use o f t h e red i scoun t i ng f a c i l i t i e s o f t h e Cen t ra l Reserve Bank 

up t o t h e l e g a l l i m i t determined by i t s own c a p i t a l and reserves . I n 

p r a c t i c e , however, t h i s l i m i t has r a r e l y been reached because t h e l a t t e r * s 

p o l i c y has p a r t l y been t o remain as spar ing as p o s s i b l e i n g r a n t i n g 

red iscoun t l i n e s . 

At t h e present t ime the I n d u s t r i a l Bank has t h e l a r g e s t l i a b i l i t y -

f r e e c a p i t a l o f any bank i n s t i t u t i o n i n the coun t r y . Th is c a p i t a l i s a l so 

growing f a s t e r t h a n any o t h e r . But i n s p i t e o f t h i s and o f t h e supp l ies 

which i t has r e c e n t l y been r e c e i v i n g from t h e Cen t ra l Banks i t would not 

have been able t o enlarge i t s scope o f a c t i o n t o t he ex ten t t h a t i t has 

w i thout t h e support o f f o r e i g n l ong and shor t te rm c r e d i t s . 

/ W i t h i n t h e 
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W i t h i n t h e g e n e r a l a d m i n i s t r a t i o n o f t he c o u n t r y t h e I n d u s t r i a l 

Bank belongs t o what i s known as t h e " independent p u b l i c s u b - s e c t o r " . I t 

i s autonomous i n t h e conduct o f i t s a f f a i r s , a l l d e c i s i o n s r e s t i n g on i t s 

board o f d i r e c t o r s and management. B u t , s i n c e much o f i t s c a p i t a l i s 

s t a t e owned, i t remains t i e d t o t h e Government as regards a d m i n i s t r a t i o n 

o f i t s revenue and e x p e n d i t u r e . 

L a s t l y , i t works i n c l ose c o - o p e r a t i o n w i t h t h e commerc ia l banks not 

o n l y by c a r r y i n g o u t t r a n s a c t i o n s chargeable t o them bu t a l s o by e n t r u s t i n g 

them w i t h i t s r e p r e s e n t a t i o n i n p laces where i t does not have a branch o r 

any agency o f i t s own. R e c e n t l y , on i t s i n i t i a t i v e , a new system o f 

f i n a n c i a l suppor t has been se t up i n a i d o f i n d u s t r i a l sec to r s w i t h acu te 

f i n a n c i a l problems vjhich t h e Barak cannot so l ve una ided ; under t h i s system 

i t en te rs i n t o p a r t n e r s h i p w i t h t h e commercial banks wh ich t h u s share t h e 

r i s k s o f t h e t r a n s a c t i o n and enable t h e a s s i s t a n c e g i v e n t o be as 

comprehensive as p o s s i b l e . 

Among t h e s t a t e c o r p o r a t i o n s engaged i n d i r e c t i n d u s t r i a l p r o m o t i o n 

t h e f o l l o w i n g may be ment ioned : t h e Santa C o r p o r a t i o n o f Peru , t h e Mantaro 

E l e c t r i c Power C o r p o r a t i o n and t h e N a t i o n a l F e r t i l i z e r C o r p o r a t i o n . 

The Santa C o r p o r a t i o n o f Peru was se t up i n June 1943. I t s c h i e f 

purpose i s t h e development and e x p l o i t a t i o n o f t h e resources d e r i v i n g 

d i r e c t l y o r i n d i r e c t l y f rom t h e reg ions o f t h e R i v e r Santa and i t s 

t r i b u t a r i e s . I t can a l s o develop and e x p l o i t t h e m i n e r a l and i n d u s t r i a l 
V 

resources o f any o t h e r reg ion , o f t h e c o u n t r y as l o n g as t h i s has some 

connexion d i r e c t o r i n d i r e c t , w i t h i t s main pu rpose . 

From t h e s t a r t t h e Santa C o r p o r a t i o n concen t ra ted i t s e f f o r t s on 

t h e h y d r o e l e c t r i c development o f t h e R i v e r Santa and on s e t t i n g up t h e 

i r o n and. s t e e l works a t Chimbóte, I n connexion w i t h t h i s l a t t e r i t has 

c a r r i e d ou t surveys o f t h e i r o n o re depos i t s a t Marcona which have been 

brought under i t s j u r i s d i c t i o n , and as a p r e l i m i n a r y t o i t s programme f o r 
e x p l o i t i n g t h e waters of . t h e Santa i t has made s t u d i e s on t h e i r r i g a t i o n 

• • • * , 

o f i t s r i g h t bank . 

I n May 1956, on t h e b a s i s o f domest ic and f o r e i g n p r i v a t e c a p i t a l , 

i t s e t up t h e Chimbóte I r o n and S t e e l Company S , A . (SOGESÁ) which i t made 

r e s p o n s i b l e f o r t h e a d m i n i s t r a t i o n o f t h e Chimbóte works . I n December 1961, 

/when a 
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when a con t rac t f o r s ; t e n d i n g t h e works was s igned, i t was agreed t h a t t h e 

shares o f 3CGESA shou ld pass i n t o t o i n t o t h e c o n t r o l o f t he Santa Corporat ion® 

The Kantaro E l e c t r i c Power Corpora t ion was set up i n December 1961 t o 

develop and e x p l o i t t h e p o t e n t i a l resources f o r e l e c t r i c power o f t he 

R i ve r Manfcaro and t o promote i n d u s t r i a l i z a t i o n of t h e area comprised by 

i t s b a s i n . But i t s o rgan i c law and s t a t u t e s f u r t h e r e n t i t l e i t t o t ake 

shares i n p u b l i c companies, e x i s t i n g o r i n f o r m a t i o n , engaged i n p r o d u c t i o n , 

supp l y , se rv i ces o r o t h e r i n d u s t r i a l a c t i v i t i e s i n t h e zone o f t h e Mantaro . 

b a s i n , such as those concerned w i t h p r o d u c t i o n and supply o f e l e c t r i c power, 

w i t h b u i l d i n g m a t e r i a l , w i t h a g r i c u l t u r a l development, etc« 

The S ta te Petro leum Comparer i s a s t a t e o r g a n i z a t i o n engaged i n 

e x t r a c t i n g , pe t ro leum and r e f i n i n g i t s d e r i v a t i v e s » I t s p r ima ry purpose i s 

t h e survey , e x p l o r a t i o n and e x p l o i t a t i o n o f t h e t e r r a i n s and depos i ts o f 

pe t ro leum and s i m i l a r hydrocarbons, and i s a lso e n t i t l e d t o c a r r y out 

a c t i v i t i e s i n connexion w i t h f u e l s and to , opera te pe t rochemica l i n d u s t r i e s . 

I t s f i r s t i n d u s t r i a l o p e r a t i o n w i l l be t o engage i n r e f i n i n g i t s own 

p r o d u c t i o n o f crude pe t ro leum; f o r t h i s purpose b i d d i n g f o r con t rac t s f o r 

c o n s t r u c t i o n o f a r e f i n e r y w i t h c a p a c i t y o f 15,000 b a r r e l s a day i n t h e 

p lace known as "La Pamp i l i a " was opened i n September. The f i n a n c i n g o f 

t h i s e n t e r p r i s e has been undertaken by means o f a l o a n f rom t h e i n t e r -

American Development Bank, on endorsement by t h e Peruv ian Government. 

The c o n t r a c t f o r b u i l d i n g t h e r e f i n e r y was awarded t o a Nor th American 

f i r m , and i t w i l l cost 10 .6 m i l l i o n d o l l a r s . 

P a r a l l e l t o t h i s i t i s making s tud ies f o r i n s t a l l a t i o n o f a f a c t o r y 

f o r s y n t h e t i c n i t r o g e n f e r t i l i z e r s - p o s s i b l y which can be processed f rom 

n a t u r a l gas f rom t h e Los Organos pet ro leum f i e l d s i n t h e department o f 

Tumbas. 

The N a t i o n a l F e r t i l i z e r s Co rpo ra t i on was se t up by decree i n May 1963, 

t o e x p l o i t , produce, purchase, d i s t r i b u t e and s e l l every k i n d o f f e r t i l i z e r , 

f o r wh ich purpose i t i s e n t i t l e d ; t o s tudy and assess t h e f e r t i l i z e r 

needs o f domestic a g r i c u l t u r e ; t o examine and promote s tudy and e x p l o i t a t i o n 

o f new sources o f p r o d u c t i o n ; t o e x p l o i t t h e guano depos i t s o f the c o u n t r y ; t o 

increase p r o d u c t i o n of guano by p r o t e c t i o n o f mar ine f o w l ; t o promote, produce 

and s e l l s y n t h e t i c and organ ic f e r t i l i z e r s , f e r t i l i z e r m ix tu res s u i t a b l e f o r 

/ t h e a g r i c u l t u r a l 



the a g r i c u l t u r a l zones and c u l t i v a t e d products of the c o u n t r y , and 

chemical substances d e r i v i n g f rom i s l a n d guano ; t o acqu i re every k i n d 

o f f e r t i l i z e r needed t o -make up the d e f i c i t , i n t he s u p p l i e s needed by 

domestic a g r i c u l t u r e ; and t o advise fa rmers .on t h e p roper use o f 

f e r t i l i z e r s . 

The depar tmenta l development co rpo ra t i ons were set up t o meet t h e 

needs f o r immediate he lp o f departments which had s u f f e r e d f rom -

ear thquakes , droughts o r f l o o d s . An excep t ion t o t h i s was t h e Tacna 

Development Corpo ra t i on whose f o r m a t i o n was- due o n l y t o t h e need t o 

s t i m u l a t e t h e economic and s o c i a l 'development o f t h â t r e g i o n . Th is 

exp la ins why i t s s t a t u t e s and a l so i t s a c t i v i t i e s l a y much g rea te r 

emphasis on mat te rs connected w i t h c i v i l c o n s t r u c t i o n t h a n . o n i n d u s t r i a l 

p romot ion . • 

The Recons t ruc t i on and Development Co rpo ra t i on o f Cuzco owes i t s 

f o r m a t i o n t o an earthquake which ocur red i n Cuzco i n June 1950? and was 

t h e f i r s t o f those t o be c rea ted i n response t o such S i t ua t i ons» • I t was 

i n i t i a l l y c a l l e d t h e Recons t ruc t i on and Development Counc i l o f Cuzco and 

was assigned an ; income d e r i v i n g f rom ah e x t r a t a x p laced on tobacco and 

tobacco p r o d u c t s , under a decree whereby 30 pe r cent o f t h e r e c e i p t s o f 

t h i s t a x were t o be used i n deve lop ing i n d u s t r y i n t h e department o f 

Cuzco p re fe rence be ing g i v e n t o i n d u s t r i e s ' p r o d u c i n g b u i l d i n g m a t e r i a l ; 

arid h y d r o e l e c t r i c power s t a t i o n s , t h e t e rm o f t h i s income be ing 

determined by r e s o l u t i o n o f t h e Execu t i ve . 

The Recons t ruc t i on and Development1 C o r p o r a t i o n o f Cuzco was set up 

i n February 1957 i n p l a c e o f t h e c o u n c i l . I t s r e s p o n s i b i l i t i e s i n c l u d e : 

i n d u s t r i a l development th rough an e l e c t r i f i c a t i o n p l a n , whose f i r s t s tep 

w i l l be i n s t a l l a t i o n o f one o r more power s t a t i o n s f o r Cuzco, and s tudy 

and s o l u t i o n o f problems r e l a t i n g t o supp l i es o f cement and f e r t i l i z e r s 

and o f o the r quest ions concern ing t h e . i n d u s t r i a l development o f t h e 

department. ' ' - ' v 

Th is c o r p o r a t i o n has an i n d e f i n i t e fo rm o f ex is tence but i n any 

case o f not l e s s t h a n 30 years* I t enjoys economic and a d m i n i s t r a t i v e 

autonomy f o r i t s s p e c i f i c o p e r a t i o n s , but i s under t h e o v e r - a l l c o n t r o l 

o f t h e Bank D i r e c t o r a t e and t h e Head Acounts O f f i c e o f t h e M i n i s t r y o f 
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Finance and Trade. I t i s managed t y a board o f d i r e c t o r s , who are i n 

t u r n respons ib le t o a s u p e r v i s i n g c o u n c i l . 

I t s most impor tan t t a s k i n connexion w i t h i n d u s t r i a l development 

i s t h e c o n s t r u c t i o n o f e l e c t r i c power s t a t i o n s . I t i s a t p resent s e t t i n g 

up a n i t r o g e n f e r t i l i z e r s f a c t o r y , which c o n s t i t u t e s t h e second s tage o f 

t he i n d u s t r i a l i z a t i o n p l a n f o r t h e Cuzco department , t h e f i r s t be ing t h e 

i n s t a l l a t i o n o f t h e Machupichu H y d r o e l e c t r i c S t a t i o n , 

The R e h a b i l i t a t i o n and Development Counc i l o f Arequipa was se t 

up by law on 11 March 1958 w i t h t h e s p e c i a l t ask o f o rgan i z i ng t h e ' 

r e c o n s t r u c t i o n o f t h e c i t y , wh ich was p a r t l y des t royed by earthquake on 

15 January o f t h a t yea r . I t i s expected a l so t o prepare s t u d i e s 

and p romot ion programmes f o r t h e a g r i c u l t u r a l , i n d u s t r i a l , m in ing and 

t rade a c t i v i t i e s o f t h e depar tment . I t has been s t i p u l a t e d t h a t t h e Counc i l 

shou ld as f a r as p o s s i b l e use t h e serv ices o f e x i s t i n g bodies and 

departments i n c a r r y i n g out i t s schemes, i n accordance w i t h which i t i s 

empowered t o o rgan ize programmes f o r the f i n a n c i n g o r execu t i on o f works 

i n a s s o c i a t i o n w i t h n a t i o n a l and i n t e r n a t i o n a l p romot ion and/or f i n a n c i n g 

agencies. 

From t h e p o i n t o f view o f i n d u s t r y , i t s most impor tant o p e r a t i o n i s 

t h e Arequipa cement f a c t o r y . T h i s w i l l be cons t ruc ted by a German f i r a 

which p laced t h e lowest b i d i n an i n t e r n a t i o n a l c o m p e t i t i o n h e l d f o r the 

purpose. I t s cost w i l l be approx imate ly 10 .8 m i l l i o n d o l l a r s and i t s c a p a c i t y 

150,000 tons o f P o r t l a n d cement a y e a r . The Counc i l has a l so engaged i n 

a v e r y s m a l l way i n g r a n t i n g c r e d i t s t o a r t i s a n s and s m a l l - s c a l e i n d u s t r i a l i s t s 

i n t h e department . 

Among t h e p r o j e c t s wh ich i t i s a t p resent deve lop ing are t h e f o l l o w i n g : 

(a) I d e n t i f i c a t i o n and o r d e r i n g o f p r i o r i t i e s among new i n d u s t r i e s . 

( b ) Stud ies on t h e I n d u s t r i a l Development Grouping o f t h e r e g i o n ; 

d i s t r i b u t i o n o f i t s i n d u s t r i e s , t h e i r ope ra t i ng c o n d i t i o n s , de te rm ina t i on 

of t ypes o f i n d u s t r i e s t o be i n s t a l l e d o 

The cost o f supp l y ing t h e needs o f t h e Grouping, i n c l u d i n g l a n d 

and c i v i l works, would be 2 , 4 m i l l i o n d o l l a r s , 

( c ) I t has con t rac ted a German f i r m t o purchase t h e equipment o f , 

i n s t a l and pu t i n t o o p e r a t i o n a f ood dehyd ra t i on p l a n t , f o r t h e sum o f 

7 . 4 m i l l i o n marks, 

/Among i t s 
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Among i t s p r o j e c t s s t i l l under s t u d y . a r e i n s t a l l a t i o n o f f a c t o r i e s 

f o r p lumbing f i x t u r e s , t i n cans, a s u l p h u r i c a c i d p l a n t , pack ing paper , 

i n s e c t i c i d e s , mixed f e r t i l i z e r s and m i l k p r o d u c t s , t h e t o t a l investment 

f o r which w i l l be about 2 . 6 m i l l i o n d o l l a r s . I t a l so has under n o t i c e 

c e r t a i n p r o j e c t s o f t h e p r i v a t e s e c t o r which i t i s now s tudy ing and 

m o d i f y i n g so as t o make them conform t o t h e r e g u l a t i o n s govern ing t h e 

i n d u s t r i a l development groupings and t h e i r cor responding t a r i f f b e n e f i t s , 

a f t e r wh ich t h e y w i l l be supported by t h e loans and guarantee o f t h e Counc i l , 

There a re f o u r such, p r o j e c t s , f o r which t h e t o t a l investment w i l l be 

4 . 6 m i l l i o n d o l l a r s . They i n c l u d e p r o d u c t i o n o f a lpaca t o p s , n y l o n 6 .6 t h r e a d , 

and o t h e r chemical p r o d u c t s . 

The Tacna Development Corpo ra t i on was se t up i n January 1961 t o 

promote - i n l i n e w i t h t h e genera l p o l i c y of . t h e Government - t h e economic 

and s o c i a l development o f t h e department o f Tacna. Among i t s d u t i e s are 

p r e p a r a t i o n o f i n t e g r a l s tud ies o f t h e a g r i c u l t u r e , m in i ng , i n d u s t r i e s , 

e l e c t r i c power supp ly , i r r i g a t i o n , roads , urban f a c i l i t i e s , hous ing , and 

p u b l i c services!, o f t h e department o f Tacna; t h e conduct o f works r e s u l t i n g 

f rom such i n t e g r a l s t u d i e s which come w i t h i n t h e order o f p r i o r i t i e s 

es tab l ished, by t h e management hoard; p r o v i s i o n o f loans charged t o i t s e l f 

o r a t h i r d p a r t y f o r t h e development o f such v a r i o u s a c t i v i t i e s e s t a b l i s h e d 

o r i n process o f es tab l ishment as may be o f b e n e f i t t o t h e depar tment ; 

arrangement o f . loans and c r e d i t procedures i n Peruv ian o r f o r e i g n cu r rency , 

i n o r o u t s i d e t h e c o u n t r y , on i t s own beha l f o r t h a t o f i t s bo r rowers , , 

w i t h t h e power t o p r o v i d e guarantees f o r t h e l a t t e r whenever i t may be 

necessary; buy ing and s e l l i n g o f r e a l e s t a t e and movable p r o p e r t y and o f 

n a t u r a l and manufactured p r o d u c t s , on such c o n d i t i o n s as i t may s p e c i f y 

and not n e c e s s a r i l y by p u b l i c a u c t i o n ; ass i s tance towards f o r m a t i o n o f 

r e g i o n a l banks a n d . c r e d i t i n s t i t u t i o n s f o r p romot ion and econpmic 

development. 

As regards a c t i v i t i e s towards the . development o f t h e bas ic 

i n f r a s t r u c t u r e f o r t h e subsequent i n d u s t r i a l development o f t h e depar tment , 

t h e Co rpo ra t i on i s c a r r y i n g out a s e r i e s o f e l e c t r i c power i n s t a l l a t i o n 

and i r r i g a t i o n works . The f i r s t s tage o f those w i l l be genera t i ng 

i n s t a l l a t i o n s f o r p roduc ing 35,000 kV; f rom t h e waters o f t h e A r i c o t a l agoon , 

whose volume i s 850 m i l l i o n cub ic metres o f w a t e r , 
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The c u r r e n t t h u s genera ted , which w i l l become a v a i l a b l e i n 1966, 

w i l l be used f o r genera l consumption i n t h e c i t i e s o f Tacna, Moquegua and 

H o , f o r runn ing t h e pumps o f t h e i r r i g a t i o n systems f o r t h e pampas o f 

I t e and La Yarada, f o r development o f t h e f i s h i n g and i n d u s t r i a l p o r t a t 

I t e (Ca le ta Mor ro ) , and f o r p r o v i s i o n o f power t o t h e i n d u s t r i a l 

development g roup ing o f t h e c i t y o f Tacna. 

Accord ing t o i t s r e p o r t s t h e Corpo ra t i on has rece i ved 35 a p p l i c a t i o n s 

f rom i n d u s t r i a l i s t s w i sh ing t o be inc luded i n t h e i n d u s t r i a l development 

g roup ing o f which 5 have a l ready been ab le t o s a t i s f y t h e c o n d i t i o n s l a i d 

down i n i t s r e g u l a t i o n s . The investment needed f o r t h e i r p r o j e c t s i s 

7 . 1 m i l l i o n d o l l a r s , and t h e p l a n t s i n s t a l l ® ! would i n c l u d e : a p o l y v i n y l 

c h l o r i d e f a c t o r y , an assembly p l a n t f o r e l e c t r o n i c appara tus , a 

pharmaceut i ca l p roduc ts f a c t o r y , a t e x t i l e s i n d u s t r y f o r a lpaca woo l , and 

a n y l o n s y n t h e s i z i n g i n d u s t r y . 

The S o c i a l and Economic Development and Promot ion Corpo ra t i on o f Puno 

was se t up i n December 1961 t o improve t h e s tandard o f l i v i n g o f t h e 

p o p u l a t i o n o f t h e department o f Puno. Th i s i s almost a l l engaged i n 

a g r i c u l t u r a l p r o d u c t i o n , i n which a s t a t e o f c r i s i s has been produced by 

t h e droughts o f t h e l a s t few y e a r s . The o rgan i c law o f t h e Co rpo ra t i on 

r e q u i r e s t h a t i t be p r i m a r i l y concerned w i t h t h e problems o f t h e a g r i c u l t u r a l 

areas o f Puno, where a dense I n d i a n p o p u l a t i o n s t r u g g l e s f o r a l i v i n g i n 

more t h a n p reca r i ous c o n d i t i o n s . I t i nc ludes t h e s t i p u l a t i o n t h a t i t s 

work on b e h a l f o f i n d u s t r i a l development must be s t r i c t l y r e l a t e d t o t h e 

needs o f t h e c o u n t r y d i s t r i c t s . Thus, one o f i t s ob jec t s i s descr ibed 

as be ing t o p rov ide encouragement and a s s i s t f o r t h e es tab l ishment o f 

i n d u s t r i e s , bu t p a r t i c u l a r l y those t r a n s f o r m i n g o r g i v i n g i n i t i a l p rocess ing 

t o raw m a t e r i a l s produced i n t h e t e r r i t o r y i t i s r espons ib l e f o r , and a l s o 

those p roduc ing f o r t h e consumer requirements o f t h e i n h a b i t a n t s o f t h i s 

t e r r i t o r y . Another s t i p u l a t i o n i s t h a t i n making loans t h e Corpo ra t i on 

should g i v e p re fe rence t o s m a l l - s c a l e fa rmers , s tock r a i s e r s , i n d u s t r i a l i s t s , 

:nine o p e r a t o r s , and a r t i s a n s , and t o I n d i a n communities and t h e i r 

co -ope ra t i ves . 

The main work o f t h e Corpo ra t i on i n connexion w i t h i n d u s t r y cons i s t s 

i n p r o v i d i n g t e c h n i c a l a i d and adv ice f o r t h e development o f a r t i s a n 
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activity and small-scale industry, especially household and peasant 
activities, it receives financial aid from international organizations 
and from the Industrial Bank of Peru to support its efforts in this f ield. 

The Reconstruction and Development Corporation of lea was. set up 
in May 1963 on account of the considerable damage caused to the economy 
of the department by the flooding of the Kiver lea. Its activities are 
almost entirely devoted to the various tasks involved in reconstructing 
the city of lea and its surrounding areas. It is however also entitled 
to carry out industrial promotion activities, that i s , in direct co-operation 
with the National Planning Institute to prepare studies and plans and 
effect programmes of economic development, to that effect encouraging 
joint action on the part of private initiative and public investment 
authorities and arranging the internal and external credits needed to 
finance such undertakings. 

The Rehabilitation and Economic Development Corporation of Moquegua 
was created by law On 17 October 1963 to stimulate agricultural 
production^ to increase the size of cultivated areas by carrying out 
irrigation works, improving existing irrigation and selling fertilizers 
to small fanners, to provide drainage and electric light installations* 
to conduct urban development works, to build and improve roads, and to 
promote small-scale industry. 

4. Rules for authorization to instal industrial establishments " 

In Peru construction or installation of industrial establishments 
requires the previous authorization of the Department of Industries of the 
Ministry of Development» The requirements for this ares 

(a ) A report on the location of the new buildings and structures or 
of the existing real estate to be used for industrial purposes, agreed by 
the National Planning and Urbanization Office (ONPU). 

(b) A report bythe local health unit on the fitness for habitation, 
hygienic arrangements and healthfulness of the factory. 

(c ) Two copies of the ground plans of the plant installations with 
their complementary water and drainage fixtures. 

/(d) Three 
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( d ) Three copies o f a statement d e s c r i b i n g t h e processes by which 

t h e p roduc t o f t h e proposed manufacture, i s t o be ob ta ined . 

I f t h e e n t e r p r i s e concerned proposes t o t a k e advantage o f t h e t a r i f f 

exemptions e s t a b l i s h e d f o r impor ts o f machinery needed by i n d u s t r i a l 

p l a n t s o r any o t h e r p r i v i l e g e s g ran ted t o s t i m u l a t e t h e process o f 

i n d u s t r i a l i z a t i o n t h e es tab l ishment must be e n t e r e d i n t h e I n d u s t r i a l 

Reg i s te r o f t h e above Department o f I n d u s t r i e s . 

The m u n i c i p a l i t y concerned must a l so be a p p l i e d t o a m u n i c i p a l 

l i c e n c e t o open t h e es tab l i shmen t , f o r which the . requ i remen ts a r e i 

( à ) A s i n g l e copy o f t h e c o n s t i t u t i o n deed o f t h e company o r , o f t h e 

proper document a c c r e d i t i n g the. persons p ropos ing t o opera te t h e 

es tab l i shmen t . 

( b ) A r e c e i p t f o r payment o f t h e ren t o f t h e r e a l e s t a t e o r t h e 

t i t l e deed o f t he l a t t e r . 

"(c) A r e c e i p t c e r t i f y i n g ' p a y m e n t of. t h e p rev ious q u a r t e r ' s l i g h t i n g 

and garbage c o l l e c t i o n . 

(d ) A copy o f t h e CNPU r e p o r t . 

( e ) A copy o f t h e l o c a l h e a l t h u n i t r e p o r t . 

" ( f ) C e r t i f i c a t e o f e n t r y i n t h e . I n d u s t r i a l R e g i s t e r . 

( g ) C e r t i f i c a t e o f e n t r y i n t h e Na t i ona l l abour Centres Reg is te r o f 

t h e M i n i s t r y o f Labour and Nat ive . A f f a i r s . 
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I V . THE MAIN SECTORS OF MANUFACTURING INDUSTRY 

1« Food i n d u s t r i e s 

Th i s d i v i s i o n o f i n d u s t r y , -which i n c l u d e s manufac tu re o f f i s h mea l 

accounts f o r 27 .8 p e r cen t o f t h e g ross p r o d u c t i o n v a l u e and 25 .3 p e r cen t 

o f t h e v a l u e added o f m a n u f a c t u r i n g p r o d u c t i o n . 

Examina t i on o f t h e s t r u c t u r e o f t h e food i n d u s t r i e s w i t h r espec t t o 

t h e g r o s s p r o d u c t s genera ted by i t s d i f f e r e n t branches shows t h a t two g roups , 

sugar m a n u f a c t u r i n g and f i s h mea l p r o d u c t i o n , by themselves r e p r e s e n t 

56 pe r cen t o f i t s a c t i v i t y . 

The cocoa, choco la te and sugaJr c o n f e c t i o n e r y i n d u s t r y c o n t r i b u t e s 

v e r y l i t t l e t o t he p r o d u c t o f t h e d i v i s i o n . Neve r the less d u r i n g t he l a s t 

few yea rs t h i s i n d u s t r y has grown v e r y c o n s i d e r a b l y . I n I 9 6 0 i t s p r o d u c t i o n 

formed o n l y 2 . 1 p e r cen t o f t h e gross p r o d u c t o f t h e d i v i s i o n , b u t between 

I 9 6 0 and 1964* when t he t o t a l p r o d u c t i o n o f t h e d i v i s i o n grew by 6 . 9 p e r cen t 

a y e a r , t h e g rowth o f cocoa, choco la te and sugar c o n f e c t i o n e r y was 9 . 8 p e r cen t 

a y e a r . 

The f o o d i n d u s t r i e s employ somewhat ove r 45 ,000 persons i n n e a r l y 1 , 3 0 0 

d i f f e r e n t e s t a b l i s h m e n t s . T h e i r average employment i s 35 persons p e r 

e s t a b l i s h m e n t , a l i t t l e above t h a t o f m a n u f a c t u r i n g i n d u s t r y as a who le . 

The sugar m a n u f a c t u r i n g group has an u n u s u a l l y h i g h average o f 227 persons 

p e r p l a n t . The employment average o f the m i l l i n g i n d u s t r y i s about t h e 

same as t h a t o f f a c t o r y i n d u s t r y as a who le . 

The average n e t p r o d u c t i v i t y o f manpower i n the f o o d i n d u s t r i e s i s 

20 p e r cent h i g h e r t h a n t h a t o f m a n u f a c t u r i n g i n d u s t r y as a who le . T h e i r 

g ross p r o d u c t p e r person employed i s a lmos t 4 ,000 d o l l a r s . 

The e f f i c i e n c y o f t h e sugar manu fac tu r i ng group i s t h e mos t i m p o r t a n t 

f a c t o r i n t h e h i g h p r o d u c t i v i t y f i g u r e f o r the s e c t o r . Th is g roup , t o g e t h e r 

w i t h t h e f i s h meal and f l o u r p roduc t s i n d u s t r i e s a l s o has one o f i t s h i g h e s t 

anployment f i g u r e s . 

The h i g h e s t s a l a r i e s and wages p e r employee be long t o t he m i l l i n g 

i n d u s t r y and t he l o w e s t t o t he f r u i t and vege tab le p r e s e r v i n g g roup . 

The average r e l a t i o n o f compensations t o employees t o t h e p r o d u c t 

genera ted i s l o w e r i n t h e f o o d i n d u s t r i e s t h a n i n m a n u f a c t u r i n g i n d u s t r y 

as a who le . I n 1964 s a l a r i e s and wages r e p r e s e n t e d 2 1 p e r cent o f t h e g ross 

p r o d u c t i n the fo rmer and 28 p e r cent i n t h e l a t t e r . 
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The most important products of the food division are sugar, fish meal, 
wheat flour and oils. These together account for about 75 per cent of its 
total production value. 

These data give a good idea of the small extent to which food production 
has been developed and diversified. But they also show that many sections 
of these industries have tremendous possibilities of expansion, with consequent 
benefits for the development of agricultural production and for the nourishment 
of the population. This is the case, for instance, in the preserving industry 
which, though i t has been growing rapidly in the last few years, has not 
yet emerged from its initial stages of development. 

Almost 25 per cent (in value) of the raw materials used by the food 
industries was imported, the major imports being wheat, soya oil , powdered 
milk, etc. 

The textile industry provides vegetable fibre packing materials for 
the food industry. The paper industry also provides other types of packing 
materials. 

The chemicals industry provides hydrogenated oils, caustic soda and 
celophane paper. 

Inputs deriving from metal-transforming industries consist primarily 
of tin plating (imported) and tin cans (made in Peru from imported plating). 

As industries primarily engaged in production of consumer goods, the 
development prospects of the food products group are to a great extent 
dependent on public demand for their products. Most of the intermediate 
goods produced by the group are intended for further use by industries within 
the division (e.g. wheat flour), and owing to this they are hardly affected 
fcy intermediate demand from other industrial sectors or economic activities. 

The undynamic character of the food industries, which has stopped 
them from advancing beyond what are relatively the f irst stages of development, 
nust be altered in future, at least as regards certain branches. The existence 
of a strong and expanding food industry is of the utmost importance for 
the development of agriculture. The development of manufacturing production 
based on agricultural raw materials can in certain situations become a vital 
condition of the progress of the latter sector. An assured and stable 
purchasing power on the part of these industries constitutes a strong stimulus 
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f o r farmers and encourages them to i n t r oduce new techniques i n t o t h e i r 

methods o f c u l t i v a t i o n and t o Improve t he q u a l i t y o f t h e i r produce. 

S ince i t would take too l o n g t o p rov i de a separate a n a l y s i s Of each 

o f t h e branches o f t h e f ood i n d u s t r i e s , on ly the most impor tan t w i l l be 

t r e a t e d here» 

(a ) The meat i n d u s t r y 

I n t he most recen t p e r i o d (1960-1964) the s laughterhouse and meat 

p r e p a r a t i o n and p r e s e r v i n g i n d u s t r i e s have developed a t an average o f 2 . 4 pe r 

cent a y e a r . T h e i r equipment i s an t i qua ted and t h e i r p r o d u c t i o n capac i t y 

i s i n s u f f i c i e n t t o meet demand. 

Accord ing t o the. p r e l i m i n a r y f i g u r e s o f the A g r a r i a n Economics Department 

o f t h e M i n i s t r y o f A g r i c u l t u r e , i n 1964' the t o t a l an ima l s tock r a i s e d i n 

t h e coun t ry was 164,900 m e t r i c t o n s , as a g a i n s t 157,000 i n 1963. Th is i s 

an i nc rease o f 5 . 0 p e r c e n t . The s t a t i s t i c s a l so show t h a t t h e r e were v e r y 

l a r g e inc reases i n s l augh te r o f cow and p i g s tock i n t h e l a t t e r y e a r , a t 

the same t ime as a slump i n sheep and goa t r a i s i n g . Consumption o f meat 

f o r the whole count ry i s es t ima ted a t 194,000 m e t r i c tons packed, which 

i n c l u d e s 13,000 tons o f impor ted f r o z e n and d r i e d meat . (See t a b l e 1 7 . ) 

Table 17 . * 

PEHUs APPARENT CONSUMPTION OF MEAT 

(Thousands o f m e t r i c t o n s ) . 

Year 

P roduc t i on 

, Meat f rem ' 
s tock animals 

Fowl 
meat 

Impor ts o f 
f r o z e n * d r i e d , 
p repared meat , 
e t c . 

Apparent 
consumption 

I 9 6 0 . . " , ... 150.3 : , 10 .5 3 . 6 '••'•• 164.4 
1961 151 .1 13 .0 " •• 7 . i " 171.2 

1962 V 16P .3 . 13 .6 9 .8 183.7 
1963 157.0 , 15 .3 • ' 10 .2 ' " 182.5 
1964 ... 164.9 ... , . : - v 15 .8 ' 13 .2 193.9 

Source: A g r a r i a n Economics Department,. M i n i s t r y o f A g r i c u l t u r e ; 
Foreign- Trade S t a t i s t i c s . 

/ ( b ) M i l k 
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( b ) M i l k products 

The p roduc t i on va lue o f the m i l k products, branch reached 29 .2 m i l l i o n 

d o l l a r s i n 1964 and has grown b y a n average o f 6 .7 per cent a year between 

I960 an 1964» The ch ie f p roduc ts a re evaporated and condensed m i l k . 

Est imates o f . t he p h y s i c a l volume o f p roduc t i on i n 1964 are 40,000 tons 

o f evaporated m i l k , 3 ,000 tons o f condensed m i l k and 765 tons o f powdered 

m i l k and d i a t e t i c p roduc t s . Domestic p roduc t i on accounted f o r 81.3 pe r cent 

o f i n t e r n a l consumption o f evaporated m i l k and 94.3 p e r cent o f t h a t o f 

condensed m i l k . 

Impor ts o f processed m i l k have been on same sca le du r i ng the l a s t 

few yea rs , e s p e c i a l l y i n 1964 info en t h e i r va lue was over 5*4 m i l l i o n d o l l a r s . 

The average annual va lue o f these imports du r i ng 1960-1964 was 3 . 4 m i l l i o n 

d o l l a r s * {See t a b l e 1 8 . ) 

Expor ts o f m i l k p roduc ts , ma in l y cheeses, have no t reached any s i g n i f i c a n t 

s c a l e . Between I960 and 1964 the p h y s i c a l volume o f these expor ts , was 306 tons 

and t h e i r va lue 0 . 1 m i l l i o n d o l l a r s a t I960 p r i c e s . 

An impor tan t p a r t o f manufacture o f m i l k products cons is ts i n m i l k 

p a s t e u r i z a t i o n , where development has been ou t s tand ing l y r a p i d du r i ng the 

l a s t few years» , . 

Table 18 

PERU: IMPORTS OF MILK, BY TYPES 

• (Me t r i c tons ) 

Years Evaporated Condensed Powdered Becreamed D i a t e t i c 
m i l k m i l k m i l k m i l k products Total 

1960 

1961 
1962 

1.963 

1964 

4 404 133 471 3 157 129 8 294 

6 422 217 429 . 2 0 9 1 154 9 3 1 3 

7 568 456 435 3 666 204 12 329 

8 280 247 468 4 983 202 IA 180 

9 183 195 1 138 6 592 883 17 991 

Source: Fore ign Trade S t a t i s t i c s . 

/There is 
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There i s s t i l l a l a r g e p o t e n t i a l demand i n t h e Peruv ian market f o r 

non-per ishab le m i l k p roduc ts s ince these p r o v i d e the best means o f supp l y i ng 

m i l k t o t h e major c i t i e s , whose popu la t i ons a re growing f a s t e r t han t h e 

p r o d u c t i o n o f f r e s h m i l k i n t h e i r sur rounding d i s t r i c t s . Moreover t he 

i n s t a l l a t i o n o f p rocess ing p l a n t s i n t h e more o u t l y i n g cent res cou ld s t i m u l a t e 

d a i r y p r o d u c t i o n by p r o v i d i n g more s t a b l e l e v e l s o f dsaands and p r i c e s f o r 

the p roduce rs . 

Cheese and b u t t e r p r o d u c t i o n has s tayed a t p r a c t i c a l l y t he same l e v e l 

i n recen t y e a r s . Many o f t h e es tab l ishments engaged i n t h i s a c t i v i t y a re 

t e c h n o l o g i c a l l y ex t remely backward and t h e i r p r o d u c t i o n , as a r e s u l t , does 

n o t always meet below acceptab le standards o f q u a l i t y and p r e s e n t a t i o n . 

I n 1964 the e n t e r p r i s e s engaged i n manufacture o f m i l k p roduc ts employed 

2 ,200 persons , o f whom 1,750 were workmen. 

The gross p roduc t o f t h i s branch amounts t o 6 pe r cent o f t h e t o t a l 

f o r t h e f o o d d i v i s i o n . I t s i n p u t s amount t o about 72 p e r cen t o f i t s g ross 

p r o d u c t i o n v a l u e , 

( c ) The p rese rv ing i n d u s t r i e s 

Examinat ion o f the p r o d u c t i o n o f t he p r e s e r v i n g i n d u s t r i e s shows t h a t 

a f t e r two years o f s t a g n a t i o n , i n 1962 and 1963* . they ach ieved a sudden 

expansion o f 14«8 p e r cent i n 1964« This g rowth , however, has been unevenly 

d i s t r i b u t e d , being, l a r g e l y due t o very h i gh r a t e s o f t h e f r u i t and vege tab le 

canning i n d u s t r i e s , a l though i t i s ,known t h a t i n 1964 the f i s h p r e s e r v i n g 

group a l s o made a p a r t i a l recoveryjr w i t h a p r o d u c t i o n o f 21,700 t o n s . 

The Mar i t ime I n s t i t u t e o f Peru es t ima tes t h a t o f t he 35 f i s h canning 

and f r e e z i n g p l a n t s e x i s t i n g a t the end o f 1964, o n l y 16 were ope ra t i ng a t 

n o r n a l l e v e l s . This i s p o s s i b l y due t o h i g h p r o d u c t i o n cos ts and t o compe t i t i on 

f rom o t h e r coun t r i es i n a p o s i t i o n t o undercut t h e p r i c e s o f the Peruv ian 

p r o d u c t s . 

Accord ing t o t h e f i g u r e s o f t h e F i s h e r i e s S e r v i c e , expor ts o f preserved 

f i s h d u r i n g 1964 amounted t o 15,104 t o n s , o f which 7 1 , 1 per cent was t u n a i n 

o i l and 16 ,2 pe r cen t undressed tuna . (See t a b l e 1 9 . ) 

/Table 19 
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Table 19 

PERU: EXPORTS OF PRESERVED FISH BT TYPES, 1964 

Kilogrammes Percentages 
gross we igh t o f t o t a l 

Undressed tuna 1 218 284 8 . 0 

Undressed b a r r i l e t e (sk ip j a c k ) 25 500 0 . 2 

Undressed b o n i t o 2 444 524 16 .2 

Undressed t r o u t 244 058 1 . 6 

Tuna i n o i l 103 328 0 .7 
Bon i to i n o i l 10 737 245 71 .1 
Sardines ^ i n o i l 296 243 • 2 . 0 

Bon i to i n tomato sauce 28 585 0 . 2 

Machete ^ i n tomato sauce 156 -

Sardines i n tomato sauce 1 950 -

S a l t e d anchoveta 4 150 «W» 

T o t a l ,987 IQPnP 

Source: Fisheries Service. 
¡|/ Sardinia caerulea. 

h/ Otherwise Machuelo (Ethmidium Maculatum f . Clupeidae). 

The fruit and vegetable preserving factories, both in Lima and in 
the North of Peru, have shown considerable activity. It is reasonable to 
suppose that the growth of their production has been very directly related 
to the increase in demand deriving from the growth of the population and 
the income per head. But the possibility that the population may have 
substantially altered its consumption habits and have become used to purchasing 
preserved foods should also be taken into account. A change of this kind 
would depend largely on lowered costs on the part of the factories now in 
operation and on their producing larger and better quality supplies of these 
products at prices suited to the lower income groups of consumers. 

/(d) Three 
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(d ) The m l l l i n e i n d u s t r y 

The m i l l e d p roduc ts i n d u s t r y comprises es tab l i shments engaged i n , 

p r o d u c t i o n o f f l o u r f rom such g r a i n s as wheat, maize, e t c . , i n r i c e m i l l i n g , 

and p r o d u c t i o n o f . f l o u r and broken g r a i n m ix tu res f o r use c h i e f l y as ba lanced 

foods f o r an imals« ' 

Th is i s one o f t he o l d e s t i n d u s t r i e s i n the c o u n t r y , I t has r e c e n t l y 

g r e a t l y e n l a r g e d - i t s p r o d u c t i o n c a p a c i t y , 

3 7 . 4 per cent o f the m i l l s are s i t u a t e d i n . t he Limar-Callao zone, 12 ,5 p e r 

cent i n Lambayeque, 12.5 pe r cent i n La L i b e r t a d , 8 , 9 p e r cent i n Arequ ipa , 

and 8 , 9 p e r cent i n L o r e t o , The remain ing 19.8 pe r cen t a re v a r i o u s l y 

d i s t r i b u t e d among t h e departments o f Huanuco, P i u r a , Ancash, J u n î n , Apurimac 

and Tacna, 

The m i l l i n g i n d u s t r y employs nea r l y 2,500 persons i n 75 d i f f e r e n t : 

es tab l i shmen ts . 

The main p r o d u c t i o n o f the f l o u r p roduc ts branch c o n s i s t s o f consumer 

goods, p r i n c i p a l l y wheat bread, b i s c u i t s and p a s t a . 

I n 1964 the t o t a l p r o d u c t i o n va lue o f f l o u r p roduc t manufactures 

was 21 .2 m i l l i o n d o l l a r s . 

Most o f the baker ies opera te a t a r t i s a n l e v e l s . The i r means o f p r o d u c t i o n 

a re sometimes, l i m i t e d , and t h e q u a l i t y o f t h e i r p roduc ts n o t c o n s i s t e n t l y 

s a t i s f a c t o r y . 

About 36 pe r cent o f f l o u r p roduc ts p r o d u c t i o n i s s t i l l c a r r i e d out 

by s m a l l - s c a l e i n d u s t r y arid a r t i s a n a c t i v i t y . The. i n d u s t r i a l census o f 

es tab l i shments employing. 1 t o 4 persons recorded 1 , 8 9 1 es tab l i shments i n 

t h i s b ranch, employing 4,106 persons . 

I n 1964, 396,142 tons o f f l o u r was usèdi by t h e es tab l i shments manufac tu r ing 

f l o u r p r o d u c t s , 

(e ) The sugar i n d u s t r y 

Sugar manufacture and r e f i n i n g accounts f o r over ¿21 p e r cent o f t he 

p r o d u c t i o n va lue o f f o o d i n d u s t r y . . 

Of the t o t a l sugar and molasses p r o d u c t i o n o f 1964 (786,873 m e t r i c t o n s ) , 

23.7 pe r cent was f i n e w h i t e , 1 .3 pe r cent s tandard w h i t e , 67 p e r cen t expo r t 

t ype 96° , 1 2 . 1 p e r cent T brand, and 2 . 2 p e r cent u n r e f i n e d brown sugars , 
* . « • 

/The l a r g e s t 
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The l a r g e s t wolume o f sugar p r o d u c t i o n i s c a r r i e d out i n t he Lambayeque 

and Zafia v a l l e y s , -whose m i l l s produced 291,896 tons i n 1964, and i n Chicana 

and Santa C a t a l i n a (354,946: t o n s ) . The nex t l a r g e s t volumes' ccme f r o m ? 

P a t i v i l c a , Nepena; Huacho and Tambo,. among o the r a reas . 

I n 1964, 76,290 hec tares were, p l a n t e d w i t h sugar cane. (See t a b l e 2 0 . ) 

The area c f cane cu t was 48,897 hectares and the y i e l d o f crushed cane" 

7 . 4 m i l l i o n t o n s . 

Tc,ble 20 

PERUs MANUFACTURE OF SUGAR AND SUGAR DERIVATIVES . 

(Me t r i c t ons ) 

Area Sugar 
Years under- c u l t i v a t i o n 

(hec ta res ) P roduc t i on a / Expor ts I n t e r n a l 
. . consumption 

1960 66 868 , . - 827 036. 7 513 435 289 561 

1961 69 382 821 436 552 355 296 643 

1962 73 892 788 429 464 787 309 2 1 1 . 

1963 72 735 836 340 492 532 223 -463 

1964 76 290 786 873 428 399 327 774 

Source; N a t i o n a l A g r a r i a n S o c i e t y . 

a / Inc ludes u n r e f i n e d sugar . ' 

Of the t o t a l 428,399 m e t r i c - t o n s expor ted i n " 1 9 6 4 , 4 S . 8 p e r c e n t was 

s o l d t o t h e Un i ted States, ' 26.2 per oen t t o C h i l e , . 1 4 . 3 pe r cent t o Great 

B r i t a i n , 9 . 9 pe r cent t o I t a l y , and the remaining. 0 . 8 pe r cent t o Gennany 

and S w i t z e r l a n d . -

Manufacture and r e f i n i n g 1 o f raw sugar , syrups and g ranu la ted sugar 

p rov ides employment f o r 6 ,600 persons i n 29 d i f f e r e n t es tab l i shmen ts . The 

average, n e t p r o d u c t i v i t y i s 7 . 7 thousand d o l l a r s pe r person . 

( f ) E d i b l e o i l s and f a t s " , " -

P roduc t i on o f e d i b l e o i l s and f a t s has i nc reased -cons ide rab l y 

between I 9 6 0 and 1964, bu t i s s t i l l t o s m a l l t o meet demand, as i s shown 

A y the 
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by t h e N a t i o n a l N u t r i t i o n I n s t i t u t e o f t h e M i n i s t r y o f P u b l i c H e a l t h , ou t 

o f the d a i l y consumption pe r head i n Peru o f 2,015 c a l o r i e s (86 pe r cent 

o f the average d a i l y consumption per head i n L a t i n America as a whole) -

on l y 33 grammes cons i s t s o f f a t p r o d u c t s , t h a t i s , s c a r c e l y 279 c a l o r i e s 

a day . 

Approx imate ly 57 pe r cent- o f n a t i o n a l p r o d u c t i o n o f ed i b l e f a t m a t e r i a l s 

and 41 pe r cent o f the t o t a l consumption cons i s t s o f c o t t o n seed o i l . Use 

o f r e f i n e d and deodor ized f i s h o i l i n manufacture o f e d i b l e f a t s 1B c o n t i n u a l l y 

i n c r e a s i n g , p roduc t accounted f o r n e a r l y 13 per cen t o f i n t e r n a l consumption 

i n 1964» As regards p o r k l a r d , p r o d u c t i o n has a lmost ceased t o show any 

f u r t h e r development owing t o the poor p r o d u c t i o n l e v e l s o f p i g fa rm ing 

i n Pe ru , 

I n 1964 p r o d u c t i o n o f o i l s and f a t s was 89,763 t o n s , d i v i d e d between 

c o t t o n seed o i l , vegetab le f a t s , hydrogenated mar ine o i l s , and po r k l a r d . 

I n the f<sme year the volume o f impor ts was 31,580 t o n s , o f wh ich 96 p e r 

cent was por l : l a r d and soya o i l » The apparent consumption o f e d i b l e f a t 

m a t e r i a l s was 121,343 t o n s , an inc rease o f 31*6 pe r cent on t h a t o f 1963« 

(See t a b l e 21«) 

Table 21 

PERUs APPARENT CONSUMPTION OF EDIBLE FAT MATERIALS 

( M e t r i c t o n s ) 

Tears P roduc t i on Impor ts Apparent consumption 

1960 59 144 23 055 82 199 

1961 64 732 33 293 98 025 

1962 60 115 34 109 94 224 

1963 76 912 15 320 92 232 

1964 89 763 3 1 580 121 343 

Preparation of figures: BIP-INPI, based on official figures. 

/ ( g ) Jhg. 
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( g ) The f i s h meal i n d u s t r y 

Accord ing t o f i g u r e s s u p p l i e d by t h e N a t i o n a l F i s h e r i e s S o c i e t y 

i n 196/* f i s h meal p r o d u c t i o n was 1 . 6 m i l l i o n t o n s . 

The p o r t o f Chimbóte had the g r e a t e s t p r o d u c t i o n volume o f 562,664 tons 

(36 .2 pe r c e n t ) ; Ca l lao had 293x147 tons (18 .9 p e r c e n t ) } Supe 151,236 tons 

( 9 . 7 p e r c e n t ) j I l o 103,544 tons ( 6 . 7 pe r c e n t ) ; and Cerro Azu l the s m a l l e s t 

volume o f 3,295 tons ( o n l y 0 . 2 pe r c e n t ) . 

Accord ing t o t h e Annual Report o f the Mar i t ime I n s t i t u t e o f Peru , 

t h e r e were 169 f i s h meal p l a n t s i n 1964 w i t h a t o t a l r e d u c t i o n capac i t y 

o f 7,283 tons o f raw m a t e r i a l an hour (vjhich would, g i ve a t o t a l annual r e d u c t i o n 

capac i t y o f over 13 m i l l i o n tons o f anchoveta) , as a g a i n s t 85 p l a n t s w i t h 

a r e d u c t i o n capac i t y o f 1,518 tons a t the end o f I 9 6 0 . This r e p o r t a l so 

draws the conc lus ion t h a t the i n s t a l l e d capac i t y exceeds t h e requi rements 

o f e f f i c i e n t p r o d u c t i o n and adds t h a t a t p resen t a good many o f t h e f i s h 

meal i n t a l l a t i o n s a re f o r v a r i o u s reasons n o t i n use , a t a l l , w h i l e a number 

o f o the rs are p roduc ing a t on l y 60 pe r cent o f t h e i r c a p a c i t y . I t i s c l e a r , 

i t says, t h a t a l a r g e p r o p o r t i o n o f the p r o d u c t i v e p o t e n t i a l o f t h e f i s h 

p roduc ts p l a n t s i s being wasted, j u s t because o f t h e i r inadequate o r t echn i ca l l y -

outmoded f i s h meal i n s t a l l a t i o n s . 

As regards l o c a t i o n o f f i s h meal p l a n t s , t h e r e i s a h i g h c o n c e n t r a t i o n 

i n C a l l a o , which had 37 u n i t s a t t he end o f 1964, arid i n Chimbóte, wh ich 

had 35 . A f t e r these came Chancay, w i t h 20 p l a n t s and Huacho w i t h 19 . None 

o f t h e o t h e r p o r t s had as many as 10 u n i t s . (See . tab le 2 2 . ) 

Accord ing t o the f i g u r e s o f the Customs A u t h o r i t y * by the end o f 1964 

the y e a r ' s expor t s o f f i s h meal had reached 1 . 4 m i l l i o n tons.: The l a r g e s t 

purchasers were the Un i t ed S ta tes w i t h 322,914 t o n s , o r 22 .6 pe r cent o f 

the t o t a l e x p o r t s , West Germany w i t h 256,543 tons (17.9 pe r c e n t ) , and 

Ho l land w i t h 253,013 tons ( 1 6 . 4 pe r c e n t ) . 

These f i g u r e s show t h á t these expor ts t end^ to be absorbed by v e r y 

l a r g e marke ts , which i r i t h i s year toge the r accounted f o r over 56 pe r cent 

o f the t o t a l . 

Expor ts o f f i s h o i l , e x c l u d i n g sperm o i l , amounted t o 153,623 tons 

i n 1964, t he l a r g e s t purchasers- be ing Ho l land, Germany, Denmark and 

Colombia. (See t a b l e 2 3 . ) • 

/Table 26 



Tab*« 22 

PEHJi FISH MEAL PLANTS AND THEIR RAW MATERIAL SEDUCTION CAPACITY FSR HOUR 

Pert» 
i960 1961 1962 1963 196k 

Pert» 

Planta Tea» Plants Tons Plants Tons Plants Tons Plants Tons 

felta I 5 1 5 1 5 2 15 3 45 
Chlmbotft 22 U13 29 605 32 700 35 1 300 35 1 366 
Samanoo 2 30 2 60 1 75 1 75 1 75 
Cassia 2 37 2 37 2 47 4 117 5 167 
Huaroegr 6 95 6 102 6 12U 7 14? 8 251 
Sup© 6 71 11 188 11 439 ¿3.6 633 21 832 
VSgueta m «• «« a* •• . - 3 12S 3 120 
Huaah» 7 & 9 122 12 18 692 19 697 
Chansajr 2 31 5 164 11 475 16 730 20 870 
Callae 3* 730 36 ?17 37 1 6fip 37 1 700 37 1 858 
Pususana 1 12 1 32 1 32 1 Us 1 40 
Cerro Arul m 1 40 1 48 
Tambe da Mora . • - «ft «• • • m 4 IT1» 6 310 
Flees •• • m 1 30 1 60 1 60 
Atloo - m m 1 20 2 100 2 100 
Mollend» 1 12 1 12 2 63 2 83 2 118 
l i e I 35 1 35 1 60 296 4 326 

Totals s a I 518 lot 2 279 U L itm 6 328 7 283 

Seuraex Maritime Institute of Peru, Mlnlstery of Marine Affaire* 
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Table 23 

PERU: EXPORTS OF FISH OIL BT IMPORTING COUNTRIES, 1964 

Impor t ing coun t r ies M e t r i c tons 

Semi - re f i ned o i l - • 

Belgium 615 

B r a z i l •'•>••' 200 

Colombia' 1 14 145 

Czechoslovakia 2 275 

Denmark. 15 655 

Franee • - 4 670 - : 

Germany 20 085 

Great B r i t a i n ."-..'..•';••.,'' "•>."- - : 1 4 2 0 

Hol land 52 494 

I t a l y . : . : ' ' 500 

•Norway : • • • " '-•'* 2 312 

Panama...: . / . ! . • • ' ' . •••'. " ' ' ' 70 

Sweden v"; - 530 114 971 

Crud? o i l ' ' : • 

Germany . •,. . 1 950 ••• 

Hol land .. N 16 702 18 652 

T o ^ a l . " „ 6 2 3 

Source: Na.ti9nal F i she r ies ; Soc i i 5 t y . • 1 < " -

Note: Sperm o i l r w t . i n c l u d e d , . - * •'• 

/Table 24 
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Table 24 

PERU: PRODUCTION OF THE BEVERAGES INDUSTRIES 

(Thousands o f l i t r e s ) 

Years Wines L iquors Beer 
M i n e r a l 
waters 

S o f t 
d r i n k s 

1960 7 945 1 163 146 093 6 297 64 704 

1961 7 020 1 211 142 905 6 328 79 615 

1962 8 426 1 619 159 666 6 734 94 043 

1963 9 770 2 381 163 689 6 492 106 035 

1964 8 3?1 2 805 164 644 6 360 117 318 

Source: A l coho l s Sec t i on , 

2 ; 

Depos i ts and Shipment Bank, 

The beverages i n d u s t r y 

» 

Dur ing the l a s t f i v e years manufacture o f beverages i n Peru has been 

i n c r e a s i n g a t a cumulat ive annual r a t e o f 8 . 2 pe r c e n t . This g rowth , however, 

has not been even ly d i s t r i b u t e d over the d i f f e r e n t branchesj p r o d u c t i o n 

o f l i q u o r s and s o f t d r i n k s , f o r example, grew a t annual r a t e s o f 24.5 and 

1 6 . 0 p e r cent r e s p e c t i v e l y , w h i l e brewing grew by on l y 3 . 0 per cent a yea r 

and p r o d u c t i o n o f wines and m i n e r a l water sca rce l y a t a l l . (See t a b l e 2 4 . ) 

I n 1964 the beverages i n d u s t r y generated 5.3 pe r cent o f the gross 

p roduc t o f f a c t o r y a c t i v i t y as a whole . I t employed 8 ,100 persons, o r 4 . 5 p e r 

cent o f a l l persons employed i n f a c t o r y a c t i v i t y . I t s n e t p r o d u c t i v i t y 

pe r person employed i n gross p roduc t t e r n s was 5.3 thousand d o l l a r s , as 

a g a i n s t t h e average i n f a c t o r y a c t i v i t y as a whole o f 3 . 2 thousand. 

I t has a h i g h e r average o f s a l a r i e s and wages p e r wage earner than 

t h a t o f manu fac tu r i ng i n d u s t r y as a whole. This i s due t o h i gh l e v e l s o f 

wages i n the b rewer ies and n o n - a l c o h o l i c beverages f a c t o r i e s . 

The t o t a l v a l u e o f i t s i n p u t s amounts t o about 34 p e r cent o f i t s 

gross p r o d u c t i o n v a l u e . 95 pe r cent o f the va lue o f these i n p u t s corresponds 

t o raw m a t e r i a l s and i n t e rmed ia te goods and t h e rema in ing 5 pe r cent t o 

power accesory m a t e r i a l s and f u e l s . Impor ts account f o r about 26 pe r cent 

o f t he v a l u e o f t h e raw m a t e r i a l and i n t e r m e d i a t e goods i n p u t s . 

/ l i q u o r p r o d u c t i o n 
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L i q u o r p r o d u c t i o n had, an p u t s t a n d i n g growth d u r i n g 1960-1964, w i t h 

the h i g h e s t r a t e o f any branch o f the s e c t o r . 

I n t hese yea rs , t o o , encouragement has been g i v e n t o t h e es tab l ishment 

o f e n t e r p r i s e s o p e r a t i n g under i n t e r n a t i o n a l p r e s t i g e trademarks whose pa ren t 

f i l m s have been supp l y i ng t he techniques needed to' manufacture o f l i q u o r s 

capable o f s u b s t i t u t i n g Impo r t s , 

Hie l i q u o r i n d u s t r y a lone c o n t r i b u t e s 8 .5 pe r cent o f the p r o d u c t i o n 

va lue o f t he beverages i n d u s t r i e s and employs 21 per cent o f a l l persons 

employed i n the s e c t o r . I t c o n s i s t s o f 130 es tab l i shments o f which on l y 

a few have the p roper equipment and techniques f o r manufac tu r ing p roduc ts 

o f s a t i s f a c t o r y q u a l i t y . 35 p e r cent o f t h e t o t a l p r o d u c t i o n o f t h i s branch 

i s c a r r i e d c u t by 8 es tab l i shmen ts . 

Between 19o0 and 1964 s o f t d r i n k s p r o d u c t i o n cont inued t o show the 

h i g h r a t e o f growth which i t had been s u s t a i n i n g f o r s e v e r a l years p r e v i o u s l y , 

: L n s p i t e o f heav ie r sa les taxes on t hese p roduc ts , which migh t w e l l have 

reduced demand t o some e x t e n t . 

Beer p r o d u c t i o n rose f rom 163.7 m i l l i o n l i t r e s i n 1963 t o 164.6 m i l l i o n 

i n 1964. There a re 7 brewer ies i n Peru, two o f wh ich , s i t u a t e d I n Greater l i m a , 

account f o r 75«3 pe r cent o f n a t i o n a l p r o d u c t i o n . 

Dur ing the summer months the brewer ies work a t f u l l capac i t y and f o r 

t h e r e s t o f toe year a t an es t ima ted 85 per c e n t . The q u a l i t y o f p r o d u c t i o n 

i s o f a reasonably h i g h s tandard and the methods used are e f f i c i e n t . 

Of the raw m a t e r i a l s and i n t e rmed ia te goods used by t h i s branch 44 .9 p e r 

cent come f rom a g r i c u l t u r e ( r i c e , b a r l e y , maize and hops) , 23 .4 per cent 

f rom the beverages i n d u s t r y I t s e l f t m a l t ) ; ' 7 . 2 pe r c e n t ; f r o m food i n d u s t r i e s 

( s u g a r ) , and 13 .9 pe r cen t f rom the p r i n t i n g i n d u s t r i e s ( l a b e l s ) , ' the non-

m e t a l l i c m i n e r a l s i n d u s t r i e s ( b o t t l e s ) -and t h e m e t a l - t r a n s f o r m i n g i n d u s t r i e s 

(crown b o t t l e t o p s ) . The rema in ing 10.6 per cent cons i s t s , o f misce l laneous 

p roduc ts o f sma l l e r impor tance, •..•• 

About 3 1 pe r cent o f i t s raw m a t e r i a l i n p u t s a r e impor ted ¡products . 

(I5ee t a b l e 2 5 . ) The l a r g e s t impor ted . input i s b a r l e y , and the. nex t l a r g e s t 

hsps and m a l t . These t o g e t h e r account f o r a lmost . 98 per cen t o f .raw m a t e r i a l 

i i i p o r t s . However, l a r g e r areas a re now b e i n g ; p l a n t e d w i t h s p e c i a l brewing 

b a r l e y , which w i l l b r i n g about complete s u b s t i t u t i o n o f impor ts o f b a r l e y 

and m a l t by domest ic p r o d u c t i o n . 

/As a 
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As a r e s u l t o f expansion programmes undertaken by the b rewer i es , about 

90 p e r cent o f t h e i r m a l t supp ly i s now produced i n the c o u n t r y . 

Table 25 

PERU s STRUCTURE OF THE BREWING INDUS TRY; - 1964 

(Un i t s and thousands o f d o l l a r s ) 

Es tab l i shments g i v i n g i n f o r m a t i o n 7 

Persons employed 3 118 

S t a f f 777 

Workers 2 341 

Compensations t o employees JLILQQ 

S a l a r i e s 2 329 

Wages 3 471 

P roduc t i on va lue 48 320 

I n p u t va lue H 391 

Raw m a t e r i a l s 7 967 

Domestic 5 503 

Fore ign 2 4 6 4 

S p e c i a l m a t e r i a l s ( c o n t a i n e r s , l a b e l s , e t c . ) 2 580 

Fuel 515 

E l e c t r i c power 329 

Value added 36 929 

P r e p a r a t i o n : B IP - INP I , based on O f f i c i a l f i g u r e s , 

3 - T e x t i l e I n d u s t r i e s 

The f i r s t t h i n g t o appear f rom e x a n i n a t i o n o f t he compos i t ion and 

s t r u c t u r e o f t e x t i l e p r o d u c t i o n i s t he v e r y h igh c o n t r i b u t i o n o f t h e c o t t o n 

s e c t o r (61 pe r cent o f t e x t i l e p r o d u c t i o n as a o l e ) . The advanced s t a t e 

o f development o f manufacture o f hard f i b r e yarns and f a b r i c s and man-made . 

f i b r e s i s a l so n o t i c e a b l e . These c o n t r i b u t e 37 pe r cent and 16 pe r cen t 

r e s p e c t i v e l y o f t o t a l p r o d u c t i o n . 

/The t e x t i l e 
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The t e x t i l e i n d u s t r y c o n t r i b u t e s a lmost 12 pe r cent o f the gross 

p roduc t o f manufac tu r ing i n d u s t r y , which makes i t , a p a r t f rom the f ood 

i n d u s t r i e s , t h e most impo r t an t s e c t o r o f manufac tu r ing i n d u s t r y . I t i s 

a l s o one o f t h e t e c h n i c a l l y most advanced. 

I t employs over 27 thousand workers , o r 16 pe r cent o f t o t a l manufac tu r ing 

employment, and has an average n e t p r o d u c t i v i t y o f 2 .6 thousand d o l l a r s a 

y e a r , about 18 .4 pe r cent l ower t h a n t h a t o f f a c t o r y i n d u s t r y as a whole . 

I t s c h i e f i n p u t s are c o t t o n and c o t t o n y a r n s , wool and woo l len y a r n s , 

man-made f i b r e s and j u t e f i b r e many o f which are produced by t h i s Sec tor 

i t s e l f . I n 1964 these i n p u t s accounted f o r ove r ' 82 pe r cent o f t he t o t a l 

i n p u t s o f raw m a t e r i a l s and i n te rmed ia te goods. Chemical p roduc ts i n p u t s 

such as c a u s t i c soda and dyes are a l so o f some impor tance. 5 p e r cent o f • 
1 1 

t h e whole va lue o f i n p u t s i n 1964 cons is ted o f e l e c t r i c power, accessory 

m a t e r i a l s and f u e l s . " ' 

I n gexieral the t e x t i l e , i n d u s t r y has no d i f f i c u l t i e s i n o b t a i n i n g 

adequate supp l ies o f good q u a l i t y raw m a t e r i a l s . 

T e x t i l e p r o d u c t i o n has been concent ra ted i n v e r y l a r g e es tab l i shments . 

I n 1964 the re were 406 es tab l ishments w i t h an average o f a lmost 70 workers 

p e r u n i t , over t w i c e t h a t o f f a c t o r y i n d u s t r y as a whole. 

Another impor tan t fea tu re^ 'o f the sec to r i s i t s geog raph i ca l concen t ra t i on : 

over 86 pe r cent o f p r o d u c t i o n , measured i n gross p roduc t te rms, de r i ves 

f rom t h e L ima-Cal lao zone. The l a r g e s t es tab l i shments , which t o g e t h e r 

c o n t r i b u t e 12 per cent o f the p r o d u c t i o n v a l ú e , a re mos t l y s i t u a t e d here , , 

t h e remainder be ing d i s t r i b u t e d between l e a , Jun ín , Arequ ipa, Cuzco and P i u r a . 

Dur ing 1960-1964 i t r e c e i v e d loans f rom the I n d u s t r i a l Bank o f Peru 

t o the amount of 20 .8 m i l l i o n d o l l a r s , and w i t h c a p i t a l f rom t h i s : a n d o t h e r 

sources c a r r i e d ou t l a r g e sca le inves tments . Thus, 3 8 . 7 ; n i i l l i o n d o l l a r s 

were i n v e s t e d du r ing t h i s p e r i o d i n machinery and equipment alonei,(See t a b l e 2 6 . ) 

Accord ing t o f i g u r e s .given by the Technico-Ecohcmic Studies'- S e c t i o n 

Df the M i n i s t r y o f Development ' ' and ; Pub l i c Works, - a t t h e ¡end o f 1964 t h e 

bas i c c a p i t a l equipment o f t he t e x t i l e indus t ry^Used i n manufacture o f wool 

and c o t t o n y a r n s , cu t f i b r e s and cont inuous f i l a m e n t s , was 3 1 3 , 6 5 6 sp i nd les 

and 8,425 looms. r - í 

/Table 26 
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PERUt IMPORTS OP mCÎENEar R>R THE TEXTILE INDUSTRY 

(Tons and thousands of dol lars) 

Years 

Machines and apparatus 
f o r preparation of t e x t i l e s 
materials and for spinning, 

doubling and spooling 

.Speoial machinery 
and looms for 
knitted goods, 

t u l l e s , laoe and 
similar products 

Looms of a l l '"¿ntb 
f o r fabr ios in 

general, automatlo 
and non-autom&tle. 

Machinery and apparatus 
f o r bieaehing, dysing 

general f inishing of . 
t e x t i l e products,, and other 

speoial etpipmant f o r 
t e x t i l e industry 

Total 

Tons Thousand $ M. Tons Thousand $ M. Tons Thousand è M. ïono Thousartci $ II. Tons Thousand 

i960 1 516 2 I07 265 1 029 923 973 405 775 3 109 4 884 

1961 1 I80 2 62t» 1 61* 575 1 091 W 1 104 ' 2 625 6 463 

19S2 1 302 2 796 520 , 1 951 . 8*49 1 1*29 623 1 703 3 29^ 7 879 

1963 1 977 430 359 1 8 7 5 1 182 2 387 852 2 482 4 370 1 1 174 

196k 969 2 515 283 1 m 1 056 2 12U 761 2 179 3069 8 262 

Source I Foreign Trade Stat i s t ios . 
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Cot ton i s the c h i e f f i b r e used, and the c o t t o n s e c t o r has 73*6 pe r 

cent o f the sp ind les and 71 p e r cent o f the locms o f t he i n d u s t r y ; t he wool 

s e c t o r has 16,3 pe r cent o f sp ind les and 11.2 pe r cen t o f looms, t he cu t 

f i b r e sec to r 1 0 , 1 pe r cent o f sp ind les and 8 ,9 pe r cent o f looms, and the 

cont inuous f i l a m e n t s s e c t o r 8 , 9 per cent o f looms. (See t a b l e 27 . ) 

"Even though t e x t i l e p r o d u c t i o n i s a t r a d i t i o n a l a c t i v i t y , i t s growth 

r a t e between I960 and 1964 ( 2 . 2 pe r cent a year f o r t h e whole p e r i o d ) can 

s c a r c e l y be considered s a t i s f a c t o r y , e s p e c i a l l y cons ide r i ng the l a r g e sums 

l e n t i t by t h e I n d u s t r i a l Bank. 

I t appears t h a t apparent consumption o f t e x t i l e s ( f i n i s h e d goods o f 

c o t t o n , woo l , man-made f i b r e s and hard f i b r e s ) has been ve ry sma l l d u r i n g 

t h i s p e r i o d and t h a t consumption p e r head i n 1964 was p r a c t i c a l l y the same 

as i n I 9 6 0 . Th is i s undoubtedly the r e s u l t o f t he l a r g e increases which 

have been undergone by t he p r i c e s o f these p roduc t s . (See t a b l e 28 . ) Table 28 

a lso shows t h a t w h i l e co t t on , and hard f i b r e manufactures have the h i g h e s t 

consumption, t h e r e i s a growing p re fe rence i n Peru f o r f i b r e a r t i c l e s o f 

man-macs f i b r e s . 

/Table 27 
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0 

Table 27 

PERU: SPINDIE AND LOOM I N USE IN THE TEXTILE INDUSTRY 

1963 1964 

C o t t o n s e c t o r 

Sp ind les 
Lopms 
Mechan ica l 
Automat ic 

Wool Sec to r 

Sp ind les 
Ccmbers 
Cards 
Loans 
(Coshers) 
Mechanica l 
Automat ic 
(C-u-ds ) 
Mechanica l 
Automat ic 

S h o r t f i b r e sec to r 

Sp ind les 
Looms 
Mechanica l 
Automat ic 

Cont inuous f i l a m e n t s sec to r 

Looms 
Mechanica l 
Automat ic 

T o t a l s p i n d l e s 

T o t a l looms 

225 176 
5 692 

245 
447 

55 802 
29 208 
26 594 

221 
(368) 
274 

94 
(569) 
537 
32 

2U2Z 
668 

32 
636 

6 8 2 
251 
438 

312 483 

7 986 

230 916 
5 984 

169 
815 

51 220 
25 024 
26 196 

m 
(344) 
240 
104 

(603) 
579 
24 

31 520 

96 
649 

m 
294 
455 

,313 656 

Source: Technico-Economic S tud ies S e c t i o n , Department o f I n d u s t r i e s , 
M i n i s t r y o f Development and P u b l i c Works. 

/Table 28 
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Table 28 

PERU: CONSUMPTION OF TEXTILES MANUFACTURES 

(Me t r i c tons ) 

Years Cot ton 
goods 

Wool len 
goods 

Man-made 
f i b r e goods 

Hard 
f i b r e 
goods 

T o t a l 

I 960 16 470 2 762 5 149 17 259 41 640 

: l96 I 16 107 3 083 5 253 16 215 40 668 

:L962 17 798 2 773 5 644 19 981 46 196 

:.963 17 104 2 650 6 974 23 076 49 804 

3.964 17 590 2 120 7 123 15 978 42 811 

¿'ource: A u t h o r ' s f i gu res , , 

I t should be remembered t h a t the t e x t i l e i n d u s t r y i nc l udes more 

c r t . i r a n and sma l l - s ca l e p r o d u c t i o n , mos t l y i n t h e S i e r r a r e g i o n , than 

almost any o the r i n d u s t r i a l s e c t o r , and t h a t as t h i s goes unrecorded 

i n the s t a t i s t i c s t he p r o d u c t i o n and consumption f i g u r e s f a l l sho r t o f 

r e a l i t y , p a r t i c u l a r l y as regards k n i t t e d goods. 

Dur ing 1964, 18,802 tons o f c o t t o n were consumed by t h e 45 r e g i s t e r e d 

c o t t o n yarns and f a b r i c s es tab l i shments . 

I t i s wor th ment ion ing t h a t 88 per cent o f d o m e s t i c a l l y produced 

yarns used i n manufacture o f smooth f a b r i c s were thus used by the 

f a c t o r i e s p roduc ing themj t he remain ing 12 per cent were so ld t o 

t h i r d p a r t i e s , ma in ly as m a t e r i a l f o r k n i t t e d goods. 

Dur ing 1964 the 20 woo l l en yarns and f a b r i c s f a c t o r i e s o f the 

coun t ry consumed 6,052 tons o f woo l , o f which 94,8 per cent was sheep's 

woo l and the remainder f rom the l l ama f a m i l y . 

The f i g u r e s f o r y a r n consumption i n d i c a t e t h a t woo l len goods 

consumption inc reased s t e a d i l y d u r i n g i 9 6 0 and 1 9 6 1 , b u t i n 1962 f e l l 

o f f by almost 9*8 per cent f rom the 1961 f i g u r e , appa ren t l y on account 

o f a cons ide rab le drop i n demand. I t cont inued t o d e c l i n e d u r i n g 

1963 and f e l l aga in more sha rp l y i n 1964, 

/94 per 



- 74 ~ 

94 per cent of domestically produced wool yarns for use in 
manufacture of «smooth fabrics was consumed by part ial ly integrated yarn 
and fabrics fac tor ies ; the main consumer of the rest was the knitted 
goods industry. The wool branch i s thusvmore completely integrated 
than the branch manufacturing cotton smooth fabrics . 

Very few industrial a c t i v i t i e s have had such a high rate of growth 
during the period under study as production.of man-made fibre yarns and 
fabr ics . Between I960 and 1964 the volume of this production increased 
by an average of over 6 per cent a year, . , 

The factories making fabrics from man-made yarns, under the need 
t o lower.costs so as to bring t h e i r production more within the range of 
the large .mass of demand, have been modernized more than any. others 
during, the l a s t few years, -

At the end of 1964 there were.28 factories producing/worsted and 
woven fabrics of man-made fibres , of which 10 use yarn and the other 
18 short fibre alone, 

Consumption of burlap and jute bagging has been increasing during 
1960-1964. Domestic production,., however, has contributed l i t t l e towards 
satisfying demand, and supply has largely consisted of imports. 

I t i s important to s tress the growing contribution of domestically 
produced jute fibre to the consumption of the 4 jute bagging factories 
in Peru. These together have a maximum installed capacity of 7,300 tons, 
which is.equivalent to 10,7 million bags. 

Jute production was 459 tons in .1960 and i s estimated at 3 ,498 for 
1964. 3 ,428 tons of th is l a t t e r was standard jute and 70 high quality 
ju te . The 1964 consumption of the.sacking fac tor ies , according to the 
figures of the Agricultural Development Bank, was 1,264 tons, 719 of 
standard and 546 of high quality jute . 

/4. Wear ing 
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'4» ' Wearing appareland footwear industries 

This division, which i s primarily engaged in producing consumer 

goods, in 1964 represented almost 4 per cent of manufacturing a c t i v i t y 

in gross product terms» I t has developed re la t ive ly f a s t during 1960-1964, 

par t ly in response t o growing demand'for i t s products, but even more by 
absorption of ar t isan and small-scale industrial a c t i v i t i e s o I t s a t i s f i e s 

aLmost the whole of internal demand, and the few imports consist only of 

l jxury a r t i c l e s « 

About 59 per cent of wearing apparèl and footwear production i s 

s:, i l l carried out by small-scale industry àiid ar t isan a c t i v i t y . Their 

contribution, however, i s tending t o decline "as factory production becomes 

increasingly capable of supplying i t s products on favourable terms for 

tJîe consumer» 

51o8 per cent of the sectors production consists of a r t i c l e s 

nuaiufactured frcm t e x t i l e s products and the remaining 48*2 per cent of 

footwear manufacture» 

In 1964 t h i s division employed somewhat more than. 14 ,400 workers, 

or 8 per cent of the manufacturing to.tal« Their net average productivity 

in gross product t e r n s in that year was 1 . 5 thousand d o l l a r s , râiich i s 

scarcely 45 per cent of the factory average» Most of the. establishments 

are re la t ive ly small, the average being 25 employees per establishment. 

H e F i r s t National Economic Census (Industrial Section) has produced a 

r e g i s t e r of establishments of 1 t o 4 persons, in manufacturing ..industry» 

I t appears from t h i s that in 1963 there were 8,795 such establishments 

in, the wearing apparel and footwear sec tor , that I s 36*3 per cent of 

the t o t a l of informing establishments belonging t o th is category« This 

enormous number of unregistered small-scale and ar t isan establishments 

makes i t extremely d i f f i c u l t t o obtain approximate figures of employment, 

production, e t c . for the s e c t o r . ..Its imports amount t o about 55 per cent 

of i t s gross production value . . About 97 per cent of these consists of raw 

materials , the remainder i s f u e l s , accessory materials and power» Almost 

80 per cent of the raw materials are .domestically produced which r e f l e c t s 

the high degree of development of the t e x t i l e and leather industr ies , the 

/main suppliers 
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main suppliers of inputs for wearing apparel and footwear manufacture« 
In 1964 footwear production by registered establishments was 8<,4 million 
pai rs , 14 per cent above the figure for 1963» 

Wearing apparel manufacture has grown considerably during the l a s t 
f i v e years« According t o the Economic Census of 1963» there are 
275 wearing apparel establishments in Peru, but the real figure must 
certainly be considerably higher on account of the large numbers of 
unregistered small workshops» In spite of the large number of 
establishments of the branch production i s heavily concentrated in a 
few f a c t o r i e s , that i s , those which operate most efficiently« 

There are some grounds for expecting a relat ively rapid development 
of the wearing apparel industry in Peru« One of the most important of 
these l i e s in the incorporation into the monetary economy of that 
section of the population which has hitherto been self -sufficient» 

5« The leather industries 

The leather industries account for l o i per cent of manufacturing . 
a c t i v i t y , in gross product terms« 

More than 98 per cent of their production consists of leather tanning 
and finishing; the remainder consists of manufacture of leather a r t i c l e s 
other than footwear and wearing apparel« 

Their inputs amount to 63 per cent of their gross production value« 
4 per cent of these corresponds to e l e c t r i c power fuels and accessory 
materials (containers, labels , etc«)« The remaining 96 per cent consists 
of raw materials and intermediate goods» 

The main raw material used i s untanned hides, which account for 
over 49 per cent in value of a l l raw material inputs« Apart from those 
the most important inputs are tanning agents and other chemical products 
and tanned hides for manufacture of leather ar t ic les« Somewhat more than 
29 per cent in value of their t o t a l raw materials are imported« 

2 ,200 persons are employed in the industries of t h i s sector in 
80 different establishments« The average employment of these establishments 
i s 27 persons, which i s s l ightly more than that of manufacturing industry 
as a whole« 

/The net. 
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The net productivity of the persons employed i s 2a0-thousand dollars 

per person, 37*9 per cent below average productivity in factory. industry 

as a whole« 

There are 45. taming establishments in Peru. Four of these account 

for almost 42 per cent of production, and a further 7 for another 30 per 

cent , which shows that tanning a c t i v i t y i s heavily concentrated in a 

few large establishments.* ~ 

Estimated production f o r 1964 is-20-mill ion square feet of l e a t h e r 

and nearly 5 thousand tons o f solé leather« As the annual volume of 

imports of these products i s very small, t h i s production must be p r a c t i c a l l y 

equal t o consumptiono . . . 

56«2 per cent of the national leather production in 1964 was box c a l f 

and 1206 per cent dressed sheepskin; the remaining 31 »2 per cent consists 

of various types of leather, the most important of which are chamois and 

japanned leather® •' ' : -

As regards sole l e a t h e r , 73*8 per cent of t o t a l production i s tanned 
soles and 14»7 per cent rawhide soles , a l l other types being manufactured 
in very small, quantities« 

From the early ! 4 0 ' s t o the f i r s t years a f t e r the war manufacture 
of leather a r t i c l e s other than footwear increased at f u l l capacity and 
had an excellent export market» "Not only made-up a r t i c l e s of crocodile 
and l izard skin, but*industrial leather a r t i c l e s such as heels , heel -
pieces, s t raps , e t c »'were i n demand i n foreign countries , as well as 
being required for internal consumption« But since the beginning of the 
present decade the rhythm of production of these industries has been 
slackening. A proof of th is i s given by the f a c t that the leather footwear 
f a c t o r i e s have been growing at a f a s t e r r a t e than tanning production, for 
from t h i s i t follows that use of domestically produced leather in 
manufacturing leather a r t i c l e s i s re la t ive ly decreasing* 

There Is" c lear ly no exact^correspondence between the rhythm of 
production of the made-up a r t i c l e s fác tór ies and t h e i r consumption, of 
Heather raw materials , especially as p l a s t i c s are beginning t o replace 
leather as the raw material for many of the a r t i c l e s which they manufacturée 

/Nevertheless, though 
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Nevertheless, though this might t e l l against any positive assertion 
that production i s actually diminishing, i t cannot be denied that during 
the l a s t few years the leather ar t i c les factories and the i r subsidiaries, 
taken as a whole, have remained stagnant or have developed to a very 
email extent® 

60 The pulp and paper industries 
1111 11 1 i i » — — » » ammmm*ammrnimmmmmm*>amm 

The pulp and paper industries are among those which have been 
developing most rapidly during the l a s t few years. During 1960-1964 
the average annual growth rate of this division was 8 . 8 per cent. In 
196/;. the gross product generated by paper, paperboard and pulp manufacture 
was 2o5 per cent of the to ta l manufacturing product» 

Pulp production, which i s carried out by two plants using sugar-cane 
bagasse, amounted to 42,700 tons in 1964« In 1963 and 1964 apparent 
consumption of pulp in Peru was 58,200 and 61,100 tons. (See table 29a) 

Table 29 

PERU*. APPARENT CONSUMPTION OF PULP 
(Thousands of metric tons) 

Years 
Production of 
choaical pulv> 
from bagasse 

Imports 

Mechanical Chemical 
pulp wood-pulp 

Apparent 
consumption 

I960 28*0 0 . 4 10 «7 39 »1 
1961 31-5 0 . 5 17 .0 49*0 
1962 35 °4 0 . 8 17.5. 53.7 
1963 41*6 0 .6 16 oO 58«2 

1964 42,7 0 .6 17.8 61«1 

Source: Producers and Foreign Trade Stat is t ics« 

/Pulp imports 
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Pulp imports consisted of mechanical pulp (3*3 per cent) and chemical 

wood-pulp (96*7 per c e n t ) , t h i s l a t t e r being primarily supplied by the 

United S t a t e s , Canada, Finland and Switzerland. 

I t i s c l e a r that the consumption of paper and paperboard of any 

country i s c losely related t o i t s level of economic and cultural 

development, and i t i s therefore not reasonable t o expect a large 

increase in consumption in Peru in the near future, since i t wil l be a 

long time before the large section of the population which l i v e s at a 

sub-consumer level can be incorporated into the consumer market - the 

length of t h i s depending on the persistence and thoroughness of the 

deliberate effor ts t o improve the standard of l iving of over three-quarters 

of the inhabitants of the country® 

Nevertheless paper and paperboard consumption will certainly show 

a great ly accelerated growth during the next few years , because besides 

the gradual raising of standards, of living and the entry of further 

sections of the population into the monetary economy - (which may well occur 

at slower r a t e s than in previous.years - i t w i l l benefit from the natural 

growth of present demand® 

In addition, many products at present imported'could be supplied 

by domestic production. Paper and paperboard industries in Peru thus 

have considerable room for expansion, and should eventually be able t o 

supply almost the whole requirements of internal demand with the single 

important exception of newsprint© 

Total paper and paperboard consumption increased from 74,900 tons 

in I960 t o 117,200 tons in 1964« This i s equivalent t o 7e$ kilogrammes 

per head in the former year and 1 0 . 9 in the l a t t e r « 

This corresponded t o an increase of 19 ,900 tons in domestic 

production and of 22 ,400 tons in imports over the same period. Domestic 

industry has during these years , therefore , lost ground in t h e t o t a l 

internal supply of paper and paperboard. Thus in I960 i t supplied 62.6 per 

cent of the physical volume of consumption and in 1964 only 57«0 per cent . 

(See table 30«) 

/vabl:. 30. 



Table 30 

PERU: APPARENT CONSUMPTION OF PAPER AND PAPERBOARD 

(Metric tons) 

Production Imports Exports Apparent consumption 
Years . : — 

Paper Paperboard Paper Paperboard Paper Paperboard Paper Paperboard 

I960 24 760 22 l 6 l 27 176 870 2 74 51 934 22 957 
1961 29 547 23 498 36 103 1 328 43 28 65 607 24 798 
1962 32 772 22 637 38 535 1 473 71 210 29 110 
1963 35 345 26 556 40 114 2 554 249 75 307 24 110 
196A 38 181 28 579 48 814 1 564 1 86 994 30 143 

Source: Department of Industries and E l e c t r i c i t y , Ministry of Development and Public Works. 
Foreign Trade S t a t i s t i c s . 
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The over-all growth rate of consumption during this period was 
I I 0 8 per cent a year , and the cumulative growth rate of consumption per 
head 8*7 per cent a year» 

The products which have achieved the largest sales expansion have., 
been packing paper (owing t o the development of industrial and trade 
a c t i v i t y ) bond, ledger, couché and other similar papers used in printing,, 
publishing, office work, e tc« , paper far personal use such as t o i l e t paper, 
paper,napkins, t issue paper, for vdiich the market expands automatically 
as a result of population growth and rising standards of l iving, and..... 
paperboard of a l l types, owing, above a l l , t o the recent enlargement and .... 
modernization of the box manufacturing industries* 

Between I960 and 1964 domestic paper and paperboard production rose 
in volume from 46,900 t o 66,800 tons. Tables 31 and 32 give the growth 
of internal production by types of product, the degree of.precision as 
regards the different c lassif icat ions being that of the s t a t i s t i c s at 
present available» 

I t can be seen-that in t e m s of-cumulative- annual growth production 
has in every case, with the exception of copy paper and duplex, grey and 
white paperboard, shown a strong expansion* The manufactured volume of 
bond paper lias increased by 9*9 per cent, of packing paper by 13»l .per 
cent , and of t issue paper by 12 .6 per cent* As regards paperboard, 
corrugated paperboard has increased by 3 »2 per cent a year and grey 
paperboard by almost 32 per cent, th is l a t t e r owing t o the fact that in 
1964 one of the factor ies increased production of t h i s product by nearly 
5,000 tons* 

Imports of paper and paperboard, c lassif ied according t o the large 
groupings used, for t a r i f f purposes and given in quantities and values c * i * f * , 
have increased relat ively l i t t l e . During the l a s t f i v e years there has 
been a definite downward trend in imports of products having t o compete 
against domestically produced substitutes, such as paperboard in general, 
kraft paper and various types of writing and printing paper. One the other 
hand there has been an increase, sometimes very considerable, in imports 
of paper products not produced or produced in insufficient quantities by 
domestic industry, such as paraffin or waxed paper, glas sine paper and other 
products manufactured from mechanical pulp ( e . g . paper of types similar t o 
newsprint, f o r manufacture in block), couché paper, bristol-board, 
gummed paper, e t c . /Table 31 
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Table 31 

PERU: PAPER PRODUCTION BT TYPES 

(Metrie tons) 

Types I960 1961 1962 1963 1964 

Kraft 14 933 20 548 21 967 22 128 24 457 
Sulfi te 3 420 3 656 4 686 4 261 4 215 
Bond 4 089 2 370 3 273 5 960 5 966 
Tissue 2 008 2 412 2 547 2 396 3 232 
Copy 310 561 299 600 311 

Total 24 760 29 547 32 772 35 345 38 181 

Source: Department of Industries and E l e c t r i c i t y , Ministry of Development 
and Public Works. 

Table 32 

PERU: PAPERBOARD PRODUCTION BY TIPES 
(Metric tons) 

Types I960 1961 1962 1963 1964 

Corrugated 16 573 17 257 17 525 21 316 18 820 
Duplex 2 250 1 741 2 234 1 842 1 756 
Grey 2 290 2 017 1 850 1 745 6 972 
White 120 a 4 160 272 109 
Others 928 2 269 868 1 381 922 

Total 22 161 23 498 22 637 26 556 28 579 

Source: Department of Industries and E l e c t r i c i t y , Ministry of Development 
and Public Works. 

/Newsprint i s 



Newsprint, i s the largest import of the division; in 1964 i t 

constituted 75 per cent of t o t a l paper imports, with a value of 5*5 million 

dollars« The larges t paperboard imports are glazed and lined paperboard 

(54 per cent together)« 

The second important group consists of chemical pulp, white bond paper, 

ledger paper, and other types used in printing and typecast productions, 

including wood or non-wood pulp featherweight paper« Imports for t h i s 

group showed a downward trend unt i l 1963, but in 1964 began to increase 

again, though without reaching the figures registered in I960 and 1961« 

Imports of white and coloured couché paper have shown an upward 

trend owing t o the expansion of the quality printing industr ies . In 1964 

t h e i r volume was 1 ,552 tons and t h e i r value 0 . 5 million dollars« 

A further group i s constituted by special papers f o r food preserving« 

In 1964 imports of products under the t a r i f f i t «a: coloured and non-coloured 

parchment or sulpharized paper especially f a r wrapping foods, including 

glassine and similar types, amounted t o 992 tons (500 thousand dol lars in 

value) as against only 650 tons in I960« 

Further important imports are : s i lk paper and similar types, white 

and coloured bristol -board, and building board re-inforced with additiçnal 

substances such as asbestos« 

Cellophane paper i s also an important import item, rising from 

263 tons in I 960 to over 480 tons in 1964 (500 thousand dollars in value) , • 

in spite of strong competition from polyethylene which i s replacing i t 

in a number of uses« 

There are nine enterprises for paper and paperboard manufacture in 

Peru, of which two also produce pulp from sugar cane bagasse« 

These f a c t o r i e s employ 264 s t a f f and 1,367 workers, paying t o t a l 

annual s a l a r i e s of 0 . 7 million dol lars and wages of 1 . 3 million dollars« 

The t o t a l value of raw materials used in 1964 was 8 . 6 million d o l l a r s , 

of which 52 «4 per cent were imported« 

The estimated gross production value for 1964 was 2 1 . 0 million 

d o l l a r s , which was an increase of 9*7 per cent on the previous year . (See 

table 33«) 

/Table 33 
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Table 33 

PERU: STRUCTURE OF THE PULP, PAPER AND PAPERBOARD INDUSTRY 

(Units and thousands of dol lars ) 

1962 1963 1964 

Establishments supplying information 2 8 2 

Persons employed 1 m 1 5?7 L-621 
S t a f f 238 247 264 
Workers 1 357 1 350 1 367 

Compensations to employees 1 ?23 1,632 I 980 
Salaries 454 602 709 
Wages 869 1 030 1 271 

Production value 15 796 19 173 21 028 

Input vzlue 6 871 7 270 9 .526 
Raw materials 6 040 6 309 8 6 03 

Domestic 3 254 3 585 4 098 
Foreign 2 786 2 724 4 505 

Accessory materials 
(containers, labels , e t c . ) 83 139 120 
E l e c t r i c power 630 695 739 
Lubricants and fuels 118 127 134 

Value added 8 925 11 903 11 432 

Prepared by: Industrial Bank of Peru, National Ins t i tute of Industrial 
Promotion, based on o f f i c i a l f igures . 
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The report "La Xndustria del Papel y l a Celulosa en Perti", brought 
out by INPI and BIP at the beginning of 1965, estimates that the 1964 
paper and paperboard consumption of 117,200 tons will r ise to 285,000 tons 
in 1973. 

The only existing enterprises at present carrying out an expansion 
programme i s the Sociedad AgricolaParamonga, which intends to put i t s e l f 
in a position to supply the whole of the country's needs for writing and 
printing paper. 

7 . Rubber industries 

In 1964 the industries of this sector accounted for 1 .3 per cent of 
the gross production value of a l l manufacturing a c t i v i t i e s , and manufacture 
of tyres and inner tubes for about 74 per cent of that of the sector . I t s 
remaining manufactures consist largely of consumer goods. 

The tyre and inner tube .industry has been kept sufficiently active 
during the las t few years by increasing internal demand and by a considerable 
export trade with Argentina, Mexico and Chile. Since the beginning of 19.63, 
however, exports have been pract ical ly at a s tandst i l l . 

Imports of rubber and rubber products increased between I960 and 1964 
frail 5.7 million to 6 .0 million dollars . This increase was largely due t o 
the growing value of imports of transmission bel ts , s t r ip and hoses with or 
without wire^ since imports of tyres f e l l from 1 .7 t o 0 . 9 million dollars 
and of inner tubes, from 0 . 2 . t o 0 . 1 million dollars . Imports of rubber 
i t s e l f remained pract ical ly the same throughout the period* (See table 34.) 

Since the beginning of 1957 there have been two enterprises producing 
tyres which even then were able to, substitute the greater part of imports. 
These plants subsequently made large additions to their capacity so as to , 
meet a growing demand and substitute certain types of tyres s t i l l important 
a t the beginning of the 6 0 ' s . Since then imports have been limited t Q 

tyres of special types or dimensions. During 1964 these two plants produced 
275,364. tyre units and 174,151 Inner tube units. 

The inputs of the rubber•industries amount to about 58.0 per cent of 
their gross production value. Of a l l inputs, 5 .0 per cent consist of e l e c t r i c 
power, fuels and lubricants and accessory materials (containers, e t c . ) , and 
the remainder of raw materials . 

/Table 53 
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Table 34 

PERU: PRODUCTION, IMPCRT AND APPARENT CONSUMPTION OF RUBBER 

(Metric tons) 

Years Production Import Apparent consumption 

I960 2 627 2 666 5 293 
1961 2 622 2 631 5 253 
1962 3 322 2 638 5 960 
1963 3 159 1 720 4 879 

1964 2 620 2 901 5 521 

Source: Agricultural Development Bank} Foreign Trade S t a t i s t i c s « 

67 per cent in value of the t o t a l raw materials used by the tyre and 
inner tube industry are of foreign origin« Of these foreign ruw materials 
46*4 per cent consists of nylon and rayon cord and fabrics , and only 
29«4 per cent of rubber i t s e l f , natural, synthetic and reclaimed« 

The two factories of th is industry employ 840 persons with a t o t a l 
annual compensation of 2 . 2 million dollars (see table 3 5 ) . Net average 
productivity per employee in terms of the gross product was 4*4 thousand 
dollars in 1964, that i s , 37 per cent higher than that of manufacturing 
industry as a whole. These factories are thus much more highly mechanized 
than i s generally the case in Peruvian industry. 

In 1964 the fixed capital used by t h i s industry was valued at 
6 . 2 million dollars . 73*7 per cent of t h i s consisted of machinery and 
equipment« 

2n I964 one of the companies. Good Year, announced an expansion 
programme for i t s tyre and inner tube works, which will give them the extra 
capacity required to meet the demand resulting from instal la t ion of several 
new motor vehicle assembly plants in the country. I t will also enable 
them to manufacture 20 different types of tyres of various s i z e s . The 
sum invested in this expansion will be 2 .3 million dollars« 
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Table 35 

PERU: STRUCTURE OF THE TYRE AMD INNER TUBE INDUSTRY 

(Units and thousands of dol lars ) 

1962 1963 1964 

Establishments giving information . 2 2 2 

Persons employed m 730 840 
Staf f 196 214 307 
Workers 509 516 533 

Compensations t o employees 1 231 1 542 2 218 
Salaries 547 674 1 120 

Wages 684 868 1 098 

Production value 10 143 10 868 12 914 

Input value 6 286 L y n 7 539 
Raw materials 6 008 6 j6 l2 7 227 

Domestic 1 772 2 729 2 388 

Foreign 4 236 3 883 4 839 
Accessory materials (containers, 

labels , e t c . ) 31 23 28 
E l e c t r i c power 167 185 190 
Fuels and lubricants 80 93 94 

Value added 3 857 3 ,955 5 376 

Prepared by: BIP - INPI , based on o f f i c i a l figures. 
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The other enterprise, Lima Rubber, also has several large-scale 
investment projects in hand which will increase i t s capacity for lorry tyres 
by 33 per cent and for passenger car tyres by 90 per cent» The purchase 
of equipment for manufacture of hosing for absorbents and fer waste 
discharge in the fish products industry i s also envisaged» This plant 
has also recently begun to produce fishing f l o a t s , which have had greiat 
success on the market» 

The snaller rubber industries - l a t e x foam, technical rubber 
a r t i c l e s , etc» - cover most of internal demand, but have l i t t l e economic 
importance» 

8» The chemical industries 

Hie chemical industries may be grouped according t o types of 
products into : industries producing acids and base chemicals., f e r t i l i z e r 
industries, industries producing man-made fibres and plas t ics in general, 
pharmaceutical products, paints and miscellaneous. 

As regards the acids and basic chemicals group, production i s almost 
entirely limited t o manufacture of sulphuric acid and", on a smaller scale , 
of caustic soda;. The f i r s t of these i s produced partly as a by-product 
of other industrial operations, particularly by treatment of foundry gasses. 
There i s at present one basic producer of sulphuric acid in Peru, the 
Cerro de Pasco Corporation, and one potential producer with an almost 
unlimited production- capacity, the Southern Peru Copper Corporation. Twa 
further producers are Industrias Quimicas BSsicas and Ray6n Peruana; these 
use imported sulphur as their raw material» The present production of a l l 
three plants together i s 43,000 tons a year . The projects now being 
undertaken by the Banco Minero (a zinc refinery) and the Southern Capper 
Corporation will add a further 15,000 tons a year , that i s , a potential 
increase of 35 per cent. According to present instal lat ion plans for 
these two factor ies production of sulphuric acid as a mineral by-product 
will then be 60 per cent of t o t a l production. This will by no means 
exhaust the productive capacity of the country, since the Cerro de Pasco 
Corporation, l ike Southern Copper, i s in a position to make considerable 
additions to i t s present installations» Thus production of sulphuric acid 
in Peru presents no problems; i t s only limitation i s the size of the market. 

/Caustic soda 
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Caustic soda i s in a very different position, for although unlimited 
raw material i s available from sea water and sa l t deposits, i t must be 
manufactured specifically rather than as a by-product of any present or 
future industry. Production of other acids (phosphoric, n i t r i c , e tc») i s 
or will be carried out as an application of ¡sulphuric acid. Nitr ic acid, 
for example, i s manufactured by the complex of industries producing 
ammonium derivatives® 

At present one of the chief bottlenecks in the process of agrarian 
development l i e s in the poor uti l izat ion of f e r t i l i z e r s . The corresponding 
development of the f e r t i l i z e r industries therefore depends f inal ly on 
effective government action in th is matter» Studies of f e r t i l i z e r 
production have generally been carried out on the assumption of solvent 
demand or in connexion with the process of import substitution. Any 
prospective production i s , however,, necessarily limited by two related 
fac tors ; the purchasing power of the peasant communities and the marginal 
yield of cultivated land, particularly in the Sierra . These limitations 
could be counteracted by an adequately mounted credit camp sign in aid of 
agriculture and agricultural extension» The most serious limitation of a l l 
i s the low marginal yield of f e r t i l i z e r which in many cases makes expansion 
of production uneconomical. However this also has a solution. An agrarian 
reform policy backed up by adequate provisions for marketing agricultural 
products would enable part of the present excessive profi ts of the 
middlemen t o be directed to the producer and part to the consumer. I t 
would also s tabi l ize r e t a i l prices and increase the income of the 
peasant, a l l of which would mean an enormously increased demand for 
f e r t i l i z e r s » 

Considering also that manufacture of f e r t i l i z e r s i s based on the one 
hand on readily available raw materials (petroleum, coal , f i s h , phosphates) 
and on the other on atmospheric components, and also that i t has an 
enormous potential market, the development of t h i s industry, i t s e l f 
essential t o the general development of the economy, becomes a dist inct 
possibil i ty* 

/Consumption ef 
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Consumption of malleable synthetic p las t i c materials, such as 
man-made fibres and resins , i s increasing. Nevertheless the large 
investments needed in establishing this form of production make i t 
scarcely economical in a small market such às that of Peru. For t h i s 
reason the development of the basic chemicals industries must be thought 
of in terras of a Latin American market® 

As regards the other chanical industries, the most important in 
economic terms are those producing explosives for mining and quarrying 
and manufacture of insecticides and pesticides "for Use in agriculture. 
One of the main raw materials of the explosives industry, glycerine, i s 
a by-product of the soap industry. Manufacture of paints has been greatly 
stimulated by'the development of fishing and by the housing programmes. 

There i s no reason why the great majority of inorganic chemical 
products and t h e i r raw materials should not be produced in Peru (see 
table 36)9 However as yet no carbochemical, petrochemical (in the 
s t r i c t sense) or ichthyochemical industries have been instal led, while 
other industries using mineral and organic raw materials operate en a 
minute scale . As a result there i s no production of light o i l s such as 
benzene, toluene, xylene, naphthalene and phenol. Moreover the petroleum 
refineries produce solely low octane gasoline "and fuel o i l , having no 
instal lat ions for refining and dist i l l ing light o i l s or for production 
of non-saturated hydrocarbons in any quantity. Nevertheless demand for 
petrochemical products i s going to increase along with the development 
of the petroleum industry and thé chemical industries in general; and, 
Peru, a country of great apparent resources of petroleum, should take 
advantage of these and following the example of other Latin American 
countries, as far as possible develop ful l - sca lé production procasses for 
petroleum and natural gas products, as à result of which i t will increase 
diversification within i t s industrial integration and put i t s e l f in a 
position to manufacture a series of products required by existing industries, 
as well as several for which present demand i s small but which have 
excellent prospects for the future and whose export would bring in the 
foreign exchange so urgently needed in the present stage of economic 
development 0 
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Table 36 

PERU: PRODUCTION OF CERTAIN CHEMICAL COMPOUNDS 
(Metric tons) 

I960 1961 1962 1963 1964 

Sulphuric acid 38 424 37 069 36 581 42 422 47 469 
Caustic soda 2 792 6 579 7 87 2 8 047 7 275 
JSxplosives 4 645 5 311 3 873 5 042 5 908 
Superphosphates 19 693 17 569 18. 809 17 961 17 152 
Hydrochloric acid 1 196 I 260 1 319 1 520 1 364 
iunmonia 11 336 16 299 18 349 18 585 23 332 
Concentrated n i t r i c acid 72 265 421- 610 645 
Dilute n i t r i c acid 26 104 42 079 51 213 50 681 63 813 
i ammonium ni t ra te for agriculture 14 111 26 213 33 846 33 685 41 310 
Technical ammonium n i t r a t e 2 316 1 746 178 700 1 099 
iimmonium sulphate 12 570 14 326 11 833 12 133 15 758 
Lead arsenate 20 988 1 046 1 077 730 
Calcium arsenate 890 572 581 627 898 

Source; The Producers» 

In spite of the incompleteness of present p o l i t i c a l development 
measures, which have so far given l i t t l e attention to the basic industries, 
and the limitations of raw material supplies and of the consumer market, 
the chemical industry continues to be one of the most dynamic of the 
economy thanks to the financial stimuli towards development provided by 
private investment and by the government» During 1964 i t registered 
increases of 18 .8 and 15 per cent in the basic chemical products and 
pharmaceutical products branches« 

Nevertheless this form of production i s showing some signs of 
reaching saturation point, and certainly will do so unless measures are 
taken towards establishing a heavy chemical industry and unless the market 
i s enlarged by Latin American integration and agrarian reform« 

/In sp i te 
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In spite of being a relat ively new s.ector the chemical industry, 
together with the miscellaneous manufacturing sector , which includes the 
p l a s t i c a r t i c l e s moulding industry, the met^transforming industry and 
the printing industry, has shown the highest average growth ra te during 
1960-1964, as can be seen from the quantum index of industrial production» 
Between I960 and 1964* the f i r s t and l a s t years of the period tticdsr- study* 
the„chemical..industry increased by 19*4 per cent a year. Analysis of 
the structure of inrports ejiplains this rapid development, for from, this, 
i t becomes obvious that there are few- manufactures with such exceptional 
prospects of import substitution as basic chemical products and ; ; 

pharmaceuticals» 

Until 19$6 the domestic chemical industry covered only the f ields 
of paints, detergents, e tc» , which a s awhole comprised products 
belonging t o what i s known as light chemical industry® But -from t h i s year 
onwards production l ines for various-basic chemical compounds , 'such as-
f e r t i l i z e r s , explosives and certain petrochemical products began t o be 
installed» • ' • •• : ••• 

'.'The chemical industries.together represent 6 .7 per cent of factory 
ac t iv i ty in the. country, in terms of gross production value at 196Q prices» 
I t i s estimated that about 11. per cent of i t s gross production value . 
derivesfrom unregistered ,industry ,smd a r t i s ^ productiojti» 

I t s inputs amount t o over 43»0 per cent of i t s gross production, 
value» Of these about 6«0 per cent corresponds t o power, fuels, and 
services» The remainder consists of raw materials and intermediate goods, 
Of which 41»2 per cent are imported» 

Imports of chemical, products are very high • Their average annual 
value c»i»f» for 1960-1964 was 48»2 million dollars and their value for 
1964* 53 million dollars ( i960 prices)» The main imports are chemical 
elements and confounds (pharmaceutical products) and tannic, products for . 
tanning» One the other hand the growing demand for these products has 
given r i s e to a large number, of-, new projects whose implementation will 
help t o improve the proportion: of domestic inputs in internal supply within 
the next few years»...',' 

v . . ; - . . /Exports ef '• 
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Exports of chemical products have been inconsiderable, with an average 
value f*o.b* of only 1 . 2 million dollars (constant prices) during 1960-1964* 
The main exports are chemical elements and compounds (pharmaceutical 
products) and essential o i l s , perfumes, cosmetics, soap and related 
ar t i c les* 

The chemical industries, in spite of certain factors likely to limit 
:lts expansion which will be considered below, have among the best prospects 
of growth during the next few years of any sector . This i s supported by 
the figures given in table 36 , which 'show that almost a l l the products . 
tested have expanded by a considerable percentage» 

The fac t that chemical products manufacturing has been primarily 
concerned with consumer goods has resulted in a heavy concentration of 
i t s enterprises in or near the major centres of population, which scarcely 
makes for stable economic development» More than 80 per cent of the 
industrial enterprises and more than 88 per cent of the manpower of t h i s 
sector are concentrated within the Limar-Callao zone» 

The chemical industry i s now entering a stage which both economically 
and technically is more far-reaching and diff icul t than that of the 'íO's» 
I t involves setting up heavier industries using more complicated 
technology, which in some cases will be expected t o compete abroad and 
must therefore operate eff ic iently and economically» I t will also involve 
the complex and long-drawn-out business of rationalizing existing industries 
so as to ra i se the i r productivity, improve the quality of their production 
and lower the prices of their products» 

One limiting factor on the establishment of modern industries i s the 
shortage of trained engineers and high level administrators* Another i s 
the shortage of second-level technicians and skilled workers» 

The rapid growth of industry has created a large demand for trained 
manpower, which the educational system of the country has diown i t s e l f 
powerless to s a t i s f y , not only in respect of technical training but even 
in that of basic education» This shortage of trained manpower has not, 
however, created more serious problem in Peru than in other Latin American 
countries, doubtless owing t o the existence of widespread artisan production 
previous to the development of factory industry, th is having the consequences 
which have been pointed out by White« 

/In 1964 
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2h 1964 the industries of th is sector employed 11,000 persohs with 
an average net productivity of 4«0 thousand dollars (gross product per 
person employed), t h i s being 24 per cent higher than that of factory 
industry as a whole. There are 267 establishments of which most are 
engaged in manufacturing pharmaceutical products© 

An important step towards solving the problem of the shortage of 
trained manpower was the creatidn of the National Apprenticeship and 
Industrial Labour Service (SENATI) in 1961 to organize the instruction and 
training of the industrial worker® - . . . 

The technological development of ' the chemical industry has occurred 
without any corresponding integrated development of the technological 
capacity of the country* Important parts of i t s industrial processes 
are established and opërated under license from processes developed 
abroad, which results in considerable expenditure for the country in 
patents, royalt ies and~othe£ r ights . The real costs of t h i s type of 
transfer of technology are unknown,«"' Nevertheless what i s known of many 
individual processes established in t h i s way suggests that the fées paid 
by the chemical sector , calculated on the basis of real fees ( royal t ies , 
patents and foreign assistance in instal lat ion and operation), reach a ' 
significant figure» 

Observed development tréhds point towards à transformation of the 
structure of consumption of chemical products. In th is connexion i t i s 
worth mentioning the decrease of the re la t ive importance of consumption 
of traditional goods in favour of more modern products such as man-made 
f ibres , p l a s t i c s , e t c . , and the increase of that of synthetic and petro-
chemical products in consumption of imported heavy chemical products of 
organic origin« Imports of intermediate goods of this division have 
increased at the expense of imports of finished goods« Production of 
intermediate goods in general has not developed at the same rate as that 
of consumer goodsj the exception to this i s f ertilliaer production for which 
new plants have been installed with the object of substitutirtg imports« 

/ ( a ) Basic 
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(a ) Basic chemical products 

The main basic chemical products manufactured up t o now have been 
sulphuric acid, n i t r i c acid, hydrochloric acid, ammonium sulphate, 
ammonium n i t r a t e and caustic soda. In the case of the f i r s t of these, as 
will be seen below, domestic industry sat isf ies internal demand, which 
i s very small, while in that of the l a s t , 64 per cent of consumption 
consists of imports« 

The s t a t i s t i c s give 51 establishments as existing in 1964, 72.5 per 
cent of which were situated in Lima and Callao. Only 9 of these are 
primarily engaged in manufacture of basic chemicals, while the remaining 
42 produce other compounds which could as well be manufactured in the 
niscellaneous chemicals industry« 

8 of these establishments alone account for over 56 per cent of 
production. Over 40 per cent of raw materials used are of foreign origin« 
The most important a c t i v i t y of the group in terms of production value i s 
explosives manufacture, which i s carried out by 2 establishments. 

During 1964, 1 ,694 persons were employed in these industries; of 
these 1,143 were workers. (See table 37.) 

( i ) Sulphuric acid . The t o t a l market of sulphuric acid in Peru 
has increased from an average of 12,585 tons a year for 1950-1954 t o an 
average of 40,393 tons a year for 1960-1964, within the lat ter .period 
Sin average annual growth rate of 5*4 per cent« 

I t i s estimated that over 62 per cent of the market for t h i s product 
Dies within the Llmar-Callao aone« 

Imports have been inconsiderable; in 1964 they were only 47 metric 
tons of pure acid and 9 metric tons of acid for commercial use. 

At present there are three producers^ of which the f i r s t began 
production before 1940,. the second in 1955 and the third in 1959* This 
l a s t began t o produce chemically pure sulphuric acid in 1963« 

The estimated structure of consumption for I963-I964 i s given 
below (table 3 8 ) . 

/Table 53 
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Table 37 

PERU: STRUCTURE OF THE BASIC CHEMICALS' INDUSTRY, 
INCLUDING FERTILIZERS 

(Units and thousands of dol lars) 

1962 1963 

Number of establishments 

Persons employed 

Staff - < 

Workers 

Compensations to employees 

Salaries 

Wages 

Production value 

Input value 

Raw materials 

Domestic 
Imported 

Accessory materials (containers, 
labels , ' e t c . ) 

Fuels 

E l e c t r i c power ' 

Value added 

JA 
i j s x -

'482 ; 

! 1 079 

2 178 

1 080 
, 1 . 0 9 8 

16 007 

5 0 72 

3 793 
1 777, 2 016 

¿à 

1 612 
' 515' 

1 097 

2 512 
; , 1 256 

1 25.6 

18 572 
m^imm wii» » • > 

6 177 

. 4 895 
2 995 
1 900 

i M k 
• 551 

1 143 

2JM 

1 488 
. 1 275 

21 228 

:Ukk 

3 049 
2 067 

303 612 729 

509 240 239 

467 430 460 

¿0 9â£ 1 2 J 9 5 ' ¿ ¿ M 

Source: ' BIP-INPI, based on o f f i c i a l f igures . 

/ T a b l e 53 
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Table 38 

PERU: FINAL USES OF ¡SULPHURIC ACID 

Quantitative annual average oyer 1963-1964 

Thousands of 
metric tons Percentage 

F e r t i l i z e r s 2 0 . 7 4 1 . 2 
Rayon, 1 . 8 3 . 6 

Explosives. • 3 - 3 "" ' " 7 ; o " 

Detergents, paints and other . . . 
chemical products 0 . 5 1 . 0 

Metal refining 1 9 . 0 - 3 7 . 8 

Petroleum refining ; 0 , 8 1 , 6 

Other uses • 3 . 9 7 . 8 

Totals . 50.2 ^ \ 100 .0 

« 1 1 1 1 1 1 1. in 1 11 1 1 1, n . m . . « , . ,| . . i f » m i . 1 1 . . . . . . ... 1. . - i i , , j , 1 1 1 1 . , . . 1 1 . . . . 1 • 

y 4 7 . 5 thousand of sulphuric acid, plus 2 . 7 thousand petroleum (forming 
sulphuric acid) production 'during the "same" period; — — 

At present there are several expansion plans for the exist ing 

sulphuric acid plants .being, considered, which vail involve an. increase in 

•the demand of the related plants . The Banco Minero has a project f o r 

csnstructing a zinc, refining plant which would include a sulphuric, acid 

pLant of 52,000 metric tons annual capacity. The Southern Peru- Copper 

Corporation i s also considering instal l ing a large plant (capaci ty : 

400 tons a day) near H o , / Most of .the. sulphuric, acid produced under the 

Banco Minero project vpuld be used for• manufacture of simple superphosphate. 

Mich of the production,of the three existing plants i s consumed by 

the producers themselves* In one case it ; i s used., in e l e c t r o l y t i c treatment 

of z inc . In another almost the vhopLe. production i s .used for manufacture 

of superphosphates and rayon. In the third most of the production is used 
in manufacture of ammonium sulphate. •-,. • , . - • 

/ ( i i ) Caustic 
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( i i ) Caustic soda. Out of the so-called sodium a l c a l i s , only caustic 

soda i s produced in Peru,. During 1960-1964 i t s production increased 

remarkably, r i s ing from 2,792 tons in I960 t o 7 ,275 tons in 1964, that i s 

by 27 per cent a year (see table 3 9 ) . This was in response t o the large 

number of i t s applications in manufacturing industry. 

Table 39 

PERU: APPARENT CONSUMPTION OP SODIUM ALKALIS 

(Metric "tons) 

' I I . . . . H . , . . I ' T - . . I. I — 

Production o f ' ^ ¿ t f f i ^ l o d t o . Apparent consumption 
I a a r 3 « » t U sod, Carbonate ^ f X ° f 

i 9 6 0 2 792 12 662 $ 484 21 857 

1961 6 579 9 3 H 13 138 25 808 
1962 7 872 K) 165 12 154 27 210 

1963 8 047 12 606 13 707 30 998 

1964 7 275 7 200. . 3-5 475 26 154 

Source: Producers; Foreign Trade S t a t i s t i c s . 

In t h i s period, therefore , production has shorn a c l e a r growth trend 
which gives grounds f o r expecting further rapid development during the next 
few years , which wil l be founded primarily on growing internal consumption 
resulting from the i n s t a l l a t i o n of new industries using caust ic soda a s 
t h e i r staple input. 

During the same period imports, expressed in terms of caust ic soda 
f e l l by 0 . 3 per cent a year (from 19,065 tons in I960 t o 18 ,879 tons in 
1964) vhile apparent consumption, increased at a cumulative annual r a t e 
of 4 , 6 per cent . I t i s interesting t o observe that the share of domestic 
production in consumption rose from 12T8 per cent in I960 t o 2 7 . 8 per cent 
in 1964. 

The l a r g e contribution of imports t o consultation shows the extent t o 
vàich internal demand must s t i l l he sa t i s f ied from foreign supplies. 

/One feature 
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One feature of the development of caustic soda production in Peru 
has been the increase of .unused production capacity, vtóch i s largely-
caused by d i f f i c u l t i e s in using chlorine. 

With regard t o caustic soda, Peru presents a picture of strongly 
developing production (by 1961 most of the increase was being contributed 
by the new Alkalis Peruanos instal lat ions) combined vdth. a continual 
increase in demand. However, demand for sodium carbonate,,which has 
remained between S and 15 thousand tons during the period, must s t i l l 
be met by imports. 

The e lec t rolyt ic installations of Peru have d i f f i c u l t i e s in 
eliminating their .excess chlorine. This i s generally converted into 
hydrochloriç acid, but in some cases i t has even been necessary t o 
discharge i t into r ivers or the sea. This i s c learly one cause of the 
high price of caustic soda in the country, 
(b) F e r t i l i z e r s 

In Peru, as in other .countries, the solution t o the problem of 
supplying food and clothing f « r a continually growing population l i e s 
in „the, use of every resource available to increase the productivity of 
the s o i l , One of the most.important of these i s careful and extensive 
application of f e r t i l i z e r s , 

( i ) Nitrogenous f e r t i l i z e r s . The nitrogenous f e r t i l i z e r s produced 
in Peru are island guano, ammonium ni t ra te and ammonium sulphate,. 
Production of island gua.no at present covers only 25 per cent of internal 
demand for nitrogenous f e r t i l i z e r s . 

During 1960-1964 sales of th is product to domestic agriculture were 
as given below in Table 40. 

In response t o the low yields of guano production consumption of 
chemical nitrogenous f e r t i l i z e r s has been increasing. At present . this 
consumption i s estimated as equivalent to 50,000 tons of nitrogen, i t s 
value fluctuating between 13 ,1 and 14,9 million dollars . Some of t h i s 
chemical nitrogen i s supplied by a domestic industry, Fert i l izantes 
Sintéticos S.A. (POETISA). 

/Table 40 



Table 40 

PERU: ISLAND GUANO, EXPLOITATION, SALES ID DOMESTIC AGRICULTURE AND EXPORT 

(Metric tons) 

* 

Exploitation Sales to agr icul ture Exports 
Years -..- Potassium or Phosphate or 

r i c h guano poor guano Total • , Potassium Phosphate Total Potassium : 

1960 12? 540 30 375 157 915-" • : 1Q1830 • 12 790 114 620 12 974 

1961 142 937 16 261 159 198: 117 505 8 696 126 201 . 16 866 

1962 " 1 8 4 332 21 765 206 097 ; : 121 875 , 8 545 130 420 13 335 

1963 . 1 8 1 672 10 170 191 842 180 197 \ 10 153. 190 350 13 806 

1964 187 087 18 005 205 092 ' 168 954 • 13 815. . ¿82 76?; : 6 641 • 

Source: National F e r t i l i z e r s Corporation. -
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PERT ISA has installed a complex with a capacity of 16,500 metric tons 
of nitrogen a year, working 330 days a year and 24 hours a day. At the 
beginning of 1963 i t arranged a foreign loan to finance escansión of i t s 
production capacity by 20 per cent. This will be completed by the end of 1965, 
a f t e r vhich FERTISA wil l be in a position t o supply 33 per cent of internal 
consumption of nitrogenous f e r t i l i z e r s . 

Total fixed asset investment for the present plant (excluding the 
expansion programme) i s 9 , 9 million dollars, and t o t a l investment, including 
working capital , e t c , , i s 12 .7 million dollars. 

The paid up capital of the enterprise i s 5 .5 million dollars. The 
difference between this and the t o t a l of 7 .2 million dollars i s made up of 
credits of different kinds, of which 73 per cent are medium and long-term 
l i a b i l i t i e s . 

Among FERTISA's productions are 33 per cent ammonium ni t ra te and 21 per 
cent ammonium sulphate. This l a t t e r i s manufactured with sulphuric acid 
produced by a Peruvian enterprise, Industrias Químicas Básicas, S.A. (P-IDUS). 

I t also produces technical ammonium ni t ra te for use in.explosives 
manufacture and concentrated (98 per cent) and' dilute (53 per cent) n i t r i c acid. 

I t s production volumes in metric tons since the f i r s t operations of. the 
factory are given in Table 41. 

FERTISA i s gradually normalizing i t s production. In the l a t t e r part of 
1962 i t began to operate without loss . For this i t was necessary to introduce » 
a system of average prices calculated according.to units of nitrogen into the 
:Lnteraal market for nitrogenous f e r t i l i z e r s , as i t has not been feasible t o 
:Lmpose protectionist duties on imports of t h i s product, which enters at vfoat 
¡seems to be a r t i f i c i a l l y reduced prices. The calculated price system increases 
the price per unit of imported nitrogen and thus , enables FEET ISA to operate at 
ci reasonable.,margin of p r o f i t . 

A second factory for synthetic nitrogenous f e r t i l i z e r s , vhich i s now ; 
being constructed by the German consortium Unde. Ferrostaal Hochtief on behalf 
c f the Cuzco Development and Reconstruction Corporation, -will comg into , 
operation in 1965. I t wi l l be situated in the Cachimayo d i s t r i c t , 
15 kilometres from the c i t y of Cuzco. I t will manufacture calcium ammonium 

/ n i t r a t e , using 
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ni t ra te , using as raw material the lime marls which exist in sufficient 
quantities for th is purpose in the neighbourhood.. Hydrogen for synthesizing 
ammonia will be produced by electrolysis of water, which process will take 
up approximately 75 per cent of the t o t a l power required by the plant 
(estimated at 24,149 kilowatts)0 

Table 41 

PERU: PRODUCTION OF FESTILIZANTES SBJT2TIC0S S.A, 

(Metric tons) 

Products 

Ammonia 
Concentrentated n i t r i c acid 

(98 per cent) 
Dilute n i t r i c acid 

(53 per cent) 
Ammonium n i t r a t e for agriculture 
Technical ammonium ni t ra te 
Ammonium sulphate 

I960 1961 1962 1963 1964 

11 336 

72 

26 104 
14 111 

2 316 
12 570 

16 299 

265 

42 079 
26 213 

1 746 
14 326 

18 348 

421 

51 213 
33 846 

178 
11 833 

18 585 

610 

50 681 
33 685 

700 
12 133 

23 217 

645 

63 813 
41 310 

1 099 
15 758 

Plant capacity will be 149 tons per day - 48,884 per year - of calcium 
armnonium ni t ra te containing 26 per cent nitrogen. According to preliminary 
estimates, the cost of t h i s f e r t i l i z e r will be 4 4 . 8 dollars per metric ton. 

The t o t a l investment i s estimated at 17 .9 million dollars . . The area, 
supplied.by the factory will consist of. the departments of Cuzco, Apurimac, 
Arequipa, Puno, Ayacucho, Madre de Dios, and, eventually, Moquegua and Tacna. 

One of the problems of f e r t i l i z e r production in Peru i s the relat ively 
low price of island guano. 

Guano i s perhaps the lowest priced f e r t i l i z e r in the world, per unit 
of nutrient component. In 1964 i t was sold at 1 . 5 and 2 . 2 dqjlara per. 
nitrogen unit without any. extra charge for content of phosphoric and . 
potassium acids. That i s , on the basis of i t s nitrogen content alone, i t 
i s sold to agriculture for less than 65 per cent of the international price 
of nitrogen f e r t i l i z e r . / T , . 
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I t i s only, therefore, as a result of the large ; gap between' nitrogen 
demand and guano supply that there i s any room for thè development of 
synthetic f e r t i l i z e r s . 

A further problem l i e s in the low.price (with a clear trend towards 
further decrease) of the imported chemical f e r t i l i z e r s unloaded i n Peruvian 
ports . And this i s more, serious from the point of view of domestic industry 
in that in t h i s case, since world production of synthetic nitrogenous 
f e r t i l i z e r s shows one of the highest growth rates of any sector of chemical 
industry, there i s no limit on potential supply. 

The higher costs of the Peruvian factor ies resulting from the limited 
size of t h e i r instal lat ions give r i s e to - a dilèmma: either domestically 
produced f e r t i l i z e r s are protected vhich ra ises the prices of f e r t i l i z e r s 
available in Peru, as i s happening at present, or unrestricted trade i s 
permitted and the Peruvian fac tor ies become uncompetitive. Both of these 
carry large disadvantages. The only solution to this i s the establishment 
of a national f e r t i l i z e r s plan for building up enterprises capable óf 
operating on a competitive scale, 

( i i ) Conplete f e r t i l i z e r s . During the l a s t few years' manufacture of 
complete f e r t i l i z e r s (also known as reinforced f e r t i l i z e r s ) containing 
fundamental elements - nitrogen, phosphorous and potassium - in quantities 
suitable for particular crops and types of soil .has gathered very considerable 
momentum. These are best when the complex type, that i s manufactured by 
chemical synthesis rather than by simple mixture of their components. Since 
t h e i r f i r s t introduction, re la t ively recently, into the European and American 
markets their sales have been growing at a much fas ter rate than those of 
a l l other types of plant nutrient. Their production costs have shown the 
great savings which may be obtained by simultaneous production of various 
nutrient elements in a single-stage process. 

As regards Peru, a company for manufacture of mixed and. compound 
f e r t i l i z e r s has been set up under the name of Abonos Completos S.A., i t s 
plant being installed at kilometre 24 -of t h e Central Highway. This i s 
capable of producing an average of 45 tons o f granulated fert i l izer 's per 
& hour shi f t , with a maximum of 60 per shi f t . The company has been 
established on a paid-up capital of 600,000 dollars. I t began production 
in June 1961. 

/In addition 
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In addition t o t h i s , the Industrias Químicas Básicas S.A. group has 

just arranged financing for - together vdth a. calcium superphosphate plant -

a fac tory for balanced granulated f e r t i l i z e r s , which wil l use for i t s 

operations part of FERTISA * s production of nitrogenous f e r t i l i z e r s . 

( ü i ) Phosphate f e r t i l i z e r s . Consumption of phosphate f e r t i l i z e r s in 

Peru has consisted almost ent irely of the phosphates contained in guano. 

Since the phosphate and nitrogen contents of guano are roughly equal, t o t a l 

phosphate consumption has remained in near correspondence with that of 

nitrogen. Imports of phosphate f e r t i l i z e r s , however, have been considerably 

smaller than of nitrogenous f e r t i l i z e r s . I t i s hard t o speak of a. demand 

f o r phosphates seeing that data on i t s consumption as a component of guano 

are obscured by the specif ic demand for nitrogen. Guano i s valued according 

t o i t s nitrogen content without any reference v&atever t o phosphates. I t 

i s highly l i k e l y that many of the farmers vho purchase guano do so solely 

for the sake of the former and i t i s very d i f f i c u l t to estimate whether 

there woyld be any extra demand for phosphates i f guano lacked t h i s component. 

I t would, therefore , be deceptive t o s t a t e that there i s , an absolute demand 

f o r 50,000 tons of phosphate a year in Peru. 

In the l a s t few years use of single superphosphate manufactured by 

Rayón Peruana, which recently.doubled i t s plant capacity of 100 tons per day 

of 20 per cent superphosphate, has begun to get under way. In 1964 i t s 

superphosphate production was 17,152 tons as against 17 ,961 in 1963 and 

213 a t the beginning of i t s operations in 1957. At present i t produces 

sulphuric acid from imported sulphur which i s thus combined with imported 

phosphate rock to produce superphosphate. 

Extensive phosphate deposits have recently been discovered in the 

Sechura desert . The exploitation of these i s now under negotiation; when 

i t pomes into effect Peru v d l l be a la rge-sca le exporter of t h i s mineral a 

and, vdth suitable p o l i t i c a l measures, wil l be able to guarantee i t s own 

internal supply. 

( c ) A r t i f i c i a l and synthetic f ibres 

As a consumer of auxi l iary products used in cleaning, dying and 

preparing yarns and f a b r i c s and of a large variety of fibroa essential ly 

manufactured by chemical processes, generally synthesis, the t e x t i l e industry 

const i tutes an important market for the products of the chemical industry. 

/Peru produces 
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Peru-produces viscous and aceta te process continuous filament yarns 

and yarns of nylon 66 , but no a r t i f i c i a l or synthetic short f i b r e , -which 

i s imported f o r internal consumption. 

Consumption of a r t i f i c i a l and synthetic f ibres i s showing a rapid 

expansion a t the expense of the market for natural f ibres , par t icular ly 

cotton and wool. 

The f a l l in r e l a t i v e importance of cotton consumption was i n i t i a l l y 

primarily due t o the rapid increase of that of a r t i f i c i a l f ibres of 

cel lulose origin. Recently, however, the growth of th is l a t t e r type of. 

f ibres was diminished and i s being replaced by that of synthetic f ibres , 

par t i cular ly the polyamides: pylon and perlon. 

Domestic production of a r t i f i c i a l and synthetic f ibres increased 

between I960 and 1964 by 4 . 0 per cent a year , from 1,400 tons in I960 t o 

1 ,637 in 1964. This i s as a resul t of increased production of viscous-

process rayon and of the beginning of manufacture of nylon f i b r e , these 

compensating for the drop in production of acetate-process rayon. (See 

table 4 2 . ) 

The most dynamic development among man-made f ibres i s that of nylon, 

vhose production increased from 53 tons in 1961 to 213 in 1964, that i s , by 

415 per cent , . 

Table 42 

. PERU: PRODUCTION OP ARTIFICIAL AMD SYNTHETIC FIBRES 

(Metric tans) 

Years 
Viscous-process Acetate-process 

Nylon Total 

I960 1 100 300 - 1 400 
1961 903 244 53 1 200 
1962 931 238 152 1 321 

1963 1 015 266 184 1 465 
1964 1 069 295 273 1 637 

Source: The Producers. 

/There have 
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There have also been large imports of continuous filament rayon yarns 
of types not produced in the country. Table 43 gives the figures for 
consumption and supply with respect to rayon yams in general. 

Table 43 

PERU: PRODUCTION, IMPORTS AND CONSUMPTION 
OF CONTINUOUS FILAMENT RAYON YARNS 

(Metric tons) 

Years 
Production 
of viscous-

process yarn 

Production 
of acetate-

process yarn 
Imparts Apparent 

consumption 

I960 1 100 300 456.5 1 856.5 
1961 903 244 528,2 1 675.2 
1962 931 238 684.5 1 853.5 
1963 1 015 266 709.4 1 990.4 
1964 1 069 295 858.3 2 222,3 

Source: The Producers; Foreign Trade Stat is t ics . 

Peruvian prices of continuous filament yarns vary according to thei r 
count but are usually high in comparison vath international prices. The 
highest price recorded in Peru was the equivalent of 2.80 dollars per 
kilogramme and the lowest 2 .45-dollars per kilograame, while the 
international price i s about 1.40 dollars c . i . f . In spite of the imports 
of these yarns the difference between the prices of the Peruvian and the 
international product can be maintained by means of a heavy duty on imports 
of 1.70 dollars per kilogramme plus 20 per cent ad valorem. 

Manufacture of synthetic yams in Peru i s limited t o nylon 66. 
Present production capacity i3 300 tons per year, of which a large part i s 
used in manufacture of stockings and socks. There i s now a project for ' 
installing an additional factory for manufacture of nylon 6 . 

Both rayon and synthetic short fibres are entirely supplied by 
import and expanding consumption of these products may, among other 
reasons, be attributed to thei r functional qualities in the manufacturing 

/process, whether 



- 107 -

process, whether used alone or in irrijcture with natural f ibres , and t o the 

consequent moderate pr i ces of the a r t i c l e s produced from them., . Customs 

duties on imports of short f ibres ar& 8 cents of a dollar per kilogramme 

plus approximately 42 per cent of the price f . o . b . on rayon f ibres and 

17 cents of a dollar per.. kilogramme plus approximately 39 per cent of the 

p r i c e f . o . b . on synthetic f i b r e s . 

The future development of production of a r t i f i c i a l and synthetic fibres 
depends on enlargement of the internal market by their further substitution 
of vegetable and animal fibres (cotton and wool) in consumption and on " 

reduction of cos ts and pr ices of fabrics manufactured from synthetic 

f ibres by introducing more modern techniques into the t e x t i l e industry. 

The synthetic filaments industry accounts for about 7 . 6 per. cent 

of chemical manufacturing a c t i v i t y in terms of gross product. I t s 

inputs represent 43»4 per cent of i t s gross production value. (See 

table 4 4 . ) 

• In 1964 approximately 800 persons were employed in t h i s branch, with 

a t o t a l annual compensation of 921,000 dollars . 
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Table 44 

PERU: STRUCTURE OF THE SÏNTHETIC FILAMENTS INDUSTRY 

(Units and thousands of dol lars ) 

1962 1963 1964 

Establishments giving information 2 2 2 

Persons employed §31 m 788 

Staff 14? 1 5 1 163 
Workers 552 556 625 

Compensation to employees 651 M M M m 221 

Salaries 216 278 300 
Wages 435 517 621 

Production value 4 073 k m 5 31? 

Input value 1 680 1 885 u m 

Raw materials 1 466 1 635 2 036 
National 
Foreign 

110 
1 356 

124 
1 511 

135 
1 9 0 1 

Accessory materials (containers, 
labels , e t c . ) 35 37 2 9 

E l e c t r i c power 45 66 79 

Fuels and lubricants 134 147 161 

Value added 2 m 2 662 i m 

Prepared by: BIP - INPI based on o f f i c i a l f igures . 

/(d) Pharmaceutical 
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(d) Pharmaceutical products 

The pharmaceuticals industry, which original ly consisted almost 

ent i re ly of, import companies concerned only i n packing and distributing 

the product, has been developing rapidly ever since Decree N° 67-60 DGS 

of 24 July i960 was passed which established privileges for the installation 
modernization or expansion of new pharmaceutical laboratories and thus 

encouraged the i n s t a l l a t i o n of many such laboratories in the country. 

The benefits granted by t h i s decree are : ( a ) Right t o invest up 

t o 100 per cent of the net p r o f i t s of each financial year in expansion 

or diversif icat ion of production capacity free of a l l t a x , general, 

special or l o c a l . Investments made will be charged t o untaxed p r o f i t s . 

I f the amount of the investment exceeds the amount of tax - f ree profi t 

of any financial year , those of subsequent years may be employed, up t o 

a l imit of 5 years from the date of the investment. This right wil l 

remain in force for no longer than 10 years . Projects for expanding, 

modernizing or ins ta l l ing new laboratories must be approved by the 

Ministry of Public Health, (b) Exemption from duties and taxes for 

establishment of new stock companies, capi tal increment and share issues , 

for a period of 5 years . 

During 1960-1964 the growth ra te of the pharmaceutical industry 

- 25 per cent a year - was very rapid, especially when compared with that 

of chemical industry as a whole. 

The Industrial Register of the Ministry of Development and Public 

Works gives 42 laboratories as functioning in i960, and the. industrial 

s t a t i s t i c s 59 as being engaged in preparing and packing pharmaceutical 

preparations. Of t h i s l a t t e r figure there are 13 operating under l icence 

from foreign enterprises or as t h e i r direct subsidiaries, and these 

account for 35 per cent of t o t a l production. 

Most of the'pharmaceutical enterprises are-si tuated in the Lima 

zone. Those of foreign origin, which have the largest productions, 

dominate the market. During 1960-1964 17 new establishments were 

regis tered . 

The average enterprise i s highly diversified producing large numbers 

of products in varying quantities and of very diverse chemical types, 

/The number 
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The number of persons employed in this industry i s continually 
increasing, partly as a result of the establishment of new laboratories 
and partly of expansions carried out in existing ones during the l a s t 
few years . These were 2 ,900 persons in 1961 and an estimated 4 ,700 in 
1964, most of whom were women, (See table 4 5 . ) Nevertheless production 
has become highly mechanized, and in terms of re lat ive cost the importance 
of manpower i s less than that of equipment. Except in the largest 
enterprises, however, th is i s not the case in the packing and market 
preparation sections which are l i t t l e mechanized. 

The raw materials consumed by the pharmaceuticals industry are very 
varied and for the most part used in small quantities. Some are specific 
t o these uses, others are common to many different manufactures, while 
others are products possessing a very wide variety of structures and uses. 

Analysis of the raw material consumption of the pharmaceuticals 
industry shows that about 89 per cent are of foreign origin, the remaining 
11 per cent being produced in Peru, 

These l a t t e r are limited to certain bases such as sugar, glycerine, 
ethyl alcohol, starches, o i l s , e t c . 

The import value of the main raw materials has been on average 
1 . 9 million dollars a year during I96O-I964. In 1964 i t was as high as 
2 , 8 million. 

There are two main causes for t h i s dependence on foreign raw 
materials: they are used in very small quantities in Peru while their 
economical manufacture requires plants of large production capacity, 
much larger than Peruvian needs; their manufacture involves complex 
technology requiring excessively large investments in relation t o the 
present Peruvian market. 

Some products of identical composition are marketed under different 
trademarks, which increases the need for intensive propaganda in the 
form of medical samples sent, in particular , to the medical profession. 
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Table 45 

PERU: STRUCTURE OF THE PHARMACEUTICAL PRODUCTS INDUSTRY 

(Units and thousands of dollars) 

1961 / 1962 1963 1964 

Establishments giving information 42 - a SL SL 

Persons employed 2 902 i m 4 715 

Staff 1 222 1 389 1 722 2 214 

Workers 
\ 

1 680 1 9 9 5 2 228 2 501 

Compensation t o employees 2 629 ? 575 UM. 6 229 

Salaries 2 084 2 780 3 704 5 013 
Wages 545 795 1 041 1 216 

Production value 15 064 19 290 28 017 

Input value ? 243 6 240 9 974 11 401 

Raw matérials 3 372 4 799 6 320 7 178 
Domestic 
Foreign 

367 
3 005 

349 
4 450 

525 
5 795 

759 
6 419 

Accessories materials (containers, 
l a b e l s , e t c . ) 1 800 2 312 3 528 . 4 056 

Fuels 36 47 • 48 . 61 
E l e c t r i c power 35 82 78 106 

Value added 9 821 12 050 14 3---0 16 616 

Sourcei BIP-INPI, based on official figures. 

The pharmaceutical industry supplies a wide range of products, 
including: antibiotics, analgesics, antirheumatics, anti-infective and 
antiparasitic preparations, antifebrile drugs, antihistamines and 
desensitization drugs, antacids, tranquillisers, barbiturates, hypnotic and 

/sedative drugs, 
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sedat ive drugs , ant ispasmodics and a n t i c h o l i n e r g i c s , coagulant and hemostat ic 

agents , c a r d i o t o n i c s , d i u r e t i c s , hormone and c o r t i c o i d d rugs , l i p o t r o p i c s , 

chemotherapeut ics, genera l t o n i c s and v i t a m i n s t i m u l a n t s , serum and 

vacc ines , and med ica l foods such as m i l k m o d i f i e d f o r c h i l d - c a r e uses . 

The progress made by t h i s i n d u s t r y d u r i n g the l a s t few years has 

t u rned Peru i n t o an e x p o r t e r o f med i c i na l p r e p a r a t i o n s , t o B o l i v i a , among 

o the r c o u n t r i e s , 

( e ) Manufacture o f p a i n t s 

P roduc t i on o f p a i n t s has grown u n i n t e r r u p t e d l y th roughout t he 

p e r i o d 1 9 6 0 - 1 9 6 4 , Consumption has s i m i l a r l y i nc reased , though a t a 

slower r a t e . (See t a b l e s 46 and 4 7 . ) 

Impor ts o f manufactured p a i n t s have tended t o f a l l s ince t h e i r 

p r i c e s i n so les are t o o h i g h t o be compe t i t i ve i n t h e i n t e r n a l market and 

a l so because t h e r e has been a no tab le improvement i n t he q u a n t i t y o f 

seve ra l Peruv ian brands d u r i n g the l a s t few years which have thus 

s u b s t i t u t e d f o r t h e i r more expensive f o r e i g n e q u i v a l e n t s . The i n c r e a s i n g 

p r i c e s o f f o r e i g n p a i n t s has been p a r t l y due t o r a i s e d customs d u t i e s . 

Except f o r those we l l -known f o r e i g n brands, f o r e i g n p a i n t s have ceased 

t o appear on t he Peruv ian market , and i t i s l i k e l y t h a t i n f u t u r e t h e 

so le impo r t s w i l l c o n s i s t o f c e r t a i n s p e c i a l p roduc ts which i t i s aga ins t 

the i n t e r e s t s o f domestic i n d u s t r y t o produce. 

I n 1964 impor ts o f p a i n t s cons i s ted c h i e f l y o f p y r o x y l i n l a c q u e r s , 

b i tuminous p a i n t s , s p e c i a l p a i n t s ( e . g . a n t i f o u l i n g ) and water p a i n t s f o r 

use i n deco ra t i ng l e a t h e r , t oge the r amounting t o 302 t ons i n volume, 

70.9 per cent o f t o t a l impo r t s f o r t h i s i n d u s t r y and 0 .3 m i l l i o n d o l l a r s 

i n v a l u e . Of t h i s l a t t e r t o t a l 49 per cent (150 tons a t a va lue o f . 

0 , 1 m i l l i o n d o l l a r s ) cons i s ted o f water p a i n t s f o r l e a t h e r d e c o r a t i o n . 

A t p resent Peru has 16 p a i n t f a c t o r i e s a l l o f which are i n the 

L ima-Cal lao zone. One, o f these f a c t o r i e s accounts f o r 31 .7 per cent o f 

p r o d u c t i o n , a f u r t h e r 5, f o r 53.7 per cent and t he remainder f o r on l y 

14.6 per c e n t . I n 1964 these f a c t o r i e s so ld about 7 .7 m i l l i o n d o l l a r s 

wor th o f p roduc ts as aga ins t 6 ,7 m i l l i o n i n t h e p rev ious y e a r . 
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Table 46 

FERU: APPARENT CONSUMPTION OF PAINTS 

(Metric tons) 

Years Production : Imports Apparent consumption 

I960 9 725 495 10 220 
1961 9 943 : . 581 10 524 
1962 10 149 612 10 761 
3.963 11 995 601 12 596 
3.964 12 326 :. , 426 12 752 

Source: BIP-INPI, from official figures. 

Table 47 

FERU: PRODUCTION"OF PAINTS BY TYPES, 1961-1964 

(Tons dnd përcentages) 

Absolute figures. , Relative figures 

1961 .1962- . • 1963: : 1964 1961 1962 1963 1964 
Ws.ter 5 671 5 777 7 165 7 0 1 2 = . 5 7 . 0 1 - 5 6 . 9 59.7 56 .9 
Oil 1 521 1 ,373 1 573 .1. 343 , 15 .3 13 .5 1 3 . 1 .10 .9 
Pyroxylin 234' 268 '•352 472 2 .3 2 . 6 3 . 0 3 . 8 
Rubber base . .983 894 913 . : 1 -196: 9 . 9 8 . 8 7 . 6 9 . 7 
Lacquer paints 985 1 305 1 211 1 371 9 . 9 12 .9 1 0 . 1 1 1 . 1 
Non-corrosive 192 167 418 1 459 2 . 0 ' 1 . 7 3 . 5 3 . 7 
Special 357 .365. .363. • 473. 3 . 6 3 .6 3JD 3 . 9 

Total 9 943 19 149 - 11 995 12 ,?2é>, 1 0 0 . 0 100 .0 100 f 0 100 .0 

Source: BIP-INPI, based on official figures. 

/There is 
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There i s a shortage of data on the production capacities of the 
different factor ies , but i t i s certain that they are considerably 
greater than actual production. One indication of th is i s the fact 
that the relation of e l e c t r i c power consumption during 19&4 to the 
installed power of the e l e c t r i c motors of the factories would give a 
coefficient of 50 per cent for an 8 hour working-day. 

Paint production could clearly be greatly increased without any 
significant addition to present production capacity. 

The fixed assets of the paints factories according to the books 
as on 31 December 1964 were 2 .6 million dollars , of which 60.5 per cent 
corresponded to machinery and equipment. I t i s a fact well worth 
mentioning that between 1961 and 1964 the nominal fixed assets of the 
whole group of enterprises increased by some 356,6 per cent, owing, 
primarily, t o purchases of new equipment by the largest fac tor ies . Some 
of these even tripled the value of thei r instal la t ions . 

The 16 factories employ 337 s taf f and 480 workers. In 1964 the 
average annual salary of the former was 2 ,6 thousand dollars and the 
wages of the l a t t e r 0 , 8 thousand dollars . (See table 4 8 . ) 

The number of workers in the different fac tor ies ranges from 3 in 
the smallest to 81 in the larges t , 

A large proportion of the raw materials on which the paints 
industry depends i s imported. In 1964 consumption of these materials 
amount to 3 , 4 million dollars, of which 89 per cent was imported. 
With regard to the physical volume of raw materials, however, the 
proportions are inverted: out of 9 .8 thousand tons 5 ,4 per cent was of 
domestic origin. This indicates that the domestic products used by 
the industry are generally of low unit price . 

This heavy dependence on foreign sources of raw materials means 
that the incidence of the l a t t e r in the sales price of paints i s very 
heavy - 43 ,7 per cent in 1964 - which i s perhaps one reason for the 
high price of the domestic product. 
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Table 48 

PERU: STRUCTURE OF THE PAINTS INDUSTRY 

(Units and thousands of dollars) 

1961 1962 1963 1964 
Number of establishments l i 12 16 

Persons employed 628 •m 817 

Staff 244 257 297 337 
Workers 384 396 428 480 

Compensation^ to employees 673 790 m 1 237 

Salaries 463 533 646 867 
Wages 210 257 307 370 

Production value, ? 095 767 6 m 7 678 

Input value 2 Ç92 3, 060 3 378 ì M L 

Raw materials 2 534 2 663 2 913 3 364 
Domestic 277 204 347 369 
Foreign 2 257 2 459 2 566 2 995 

Accessory materials 
(containers, labels , e t c . ) 332 367 428 461 

E lec t r i c power 12 . 15 19 21 
Fuels and lubricants 14 15 18 21 

Value added 2 203 2 707 3 1?7, 3 ,811 

Imports consist of colouring matters and pigments; o i l s (except for 
fish o i l ) , varnishes, certain drying agents, gum spir i t s of turpentine, 
butyl alcohol and other organic solvents except for ethyl alcohol and 
turpentine substitute; synthetic resins , lithopone and "Titanox", 
kxeselguhr (diatomite); pyroxylin and other lacquers; ground and chipped 
mica; large quantities of talcum and whiting, colophony, l a t e x solutions; 
casein; emulsifiers and plas t i c izers . 

/Domestically produced 
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Domestically produced raw materials are : fish o i l , ethyl alcohol, , 
turpentine substitute, a certain quantity of talcum and whiting, kaolin, 
zinc oxide, lead oxides, barium sulphate, and a certain quantity of 
diatomites. Containers.are .also produced in the country. 

The quality of domestically produced paints has greatly improved 
in the l a s t few years, and the installations and equipment of several 
of the most important factories have been largely renewed. This; has 
resulted in decreasing imports and the constant extension of national : 

production to new lines of production. 

During 1964 a new paints factory, the Sherwin Williams, began to 
operate in Peru. This possesses modern machinery and will provide 
special paints for every use, from motor cars todomestic appliances. . 
I t has been built at a cost of 250 thousand dollars and will have an i n i t i a l 
production of 40,0C)0 gallons of different kinds of paints a month. 

t • 

9 . Basic metal industries 

In I964 the basic metal industries registered an increase in 
physical production volume of 1 .3 per cent on the previous year . The 
most important ac t iv i ty within this division in terms of production volume 
i s metal founding. (See table 4 9 . ) 
Iron and steel industry 

The chief iron and s teel works in Peru i s situated at Chimbote, to 
the North of Lima. I t began to operate in 1956 and in 1964 produced 
75,213 metric tons of s teel ingots and 27,208 tons of pig iron. 
(See table 5 0 . ) 

During 1960-1964 apparent consumption of iron and steel products 
increased at an average . .rate of 11 .1 per-cent-a y e a r & Domestic production 
of finished iron and steel was distributed as follows: non-flat products, 
79.5 per cent; f l a t products, 2 . 0 per cent; pipe products, 1 0 . 8 per cent, 
giving a t o t a l of 90,593 tons, which amounts to 36 .0 per cent of demand. 
(See 'table 51 . ) , ' 

'Tube "products manufactured in Peru are produced with imported skelps. 
The miscellaneous iron products are 'manufactured from scrap. 
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: Table 49 

PERU: INDUSTRIAL PRODUCTION OP BASIC MBTALS 

i960 1961 1962 1963 1964 

Sold (Kilogrammes) Lhl 2 504 2 183 1 891 1 74$ 
Refined bars 
Silver bars 
Copper bars 
Washed gold 

1 316 
1 065 

i4i 
100 

1 501 
695 
128 
100 

1 454 
590 
39 

100 

1 359 
237 
39 

256 

1 189 
279 
38 

239 
Silver (Kilogrammes) 518 61*8 5?? 251 576 440 667 24? m 

Refined bars 
Copper bars 
Gold bars 
sterling 
Matt© 

420 484 
4? 674 
Ik 777 
21 1+25 
Ik 288 

496 268 
47 353 
16 176 
24 8o4 
14 650 

504 753 
24 413 
13 926 
19 208 
14 134 

593 *»91 
25 150 
14 894 
19 129 
14 584 

64o 662 
23 544 
10 382 
20 365 

Copper (Metrio tons) M ? 310 150 849 158 726 15} 59,3? 
Refined bars 
Blister 
Matte 
Sulphates 
In cements 

29 938 
133 552 

1 300 
298 
8?8 

33 79« 
146 712 

1 561 
397 
862 

34 419 
113 4l4 

1 778 
365 
873 

. 3« 913 
118 295 

2 285 
468 
765 

37 8ii 
114 246 

668 
867 

Lead (Metric tons) 7k lkX 76 413 ' 68 362 81 126 89 724 
Refined bars 
Bars with antimony 
Bars with bismuth 
Bars with tin-antimony 

73 767 
356 
18 

76 147 
216 
53 
17 

67 922 
4o6 
3k 

80 772 
298 
56 

89 466 
227 
31 

Zlno (Metrio tons) 32 m 874 076 55 754 6l 920 
Refined bars 
Sulphate 
Copper and aluminium bars 

32 397 
176 . 

31 757 
' 1 1 7 

32 753 
137 
186 

54 698 
191 
865 

60 664 
217 

1 039 
Urtlraonv fKiloerammnsi 375 807 ¥0 ofk 284 l<j6 381 46o ,384 058, 

Refined bars 
Lead bars 
Lead and t i n bars 

323 456 
52 351 

m 

400 302 
27 145 
1 597 

242 462 
41 674 

m 

351 997 
29 463 

m 

359 310 
24 74$ 

Bismuth (Kilogrammes) vp7 ¿n &8 W 559 891 7*1 AM 
Refined 
Lead bars 

380 587 
27 n o 

387 950 
78 785 

436 811 
51 512 

475 730 
84 161 

674 770 
46 377 

'¡adraion (Kilogrammes) 83 696 10? 2.K0 106 937 m 353 197 105. 
Refined 83 696 105 240 106 507 173 359 197 105 

> it eel (Metrio tons) 59 878 75 544 i n 891 73 410 75 213 

I t e a S ' Mi««8 Dapartment, Ministry of Development and Public Works. 
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Table, 50 

PERU: PRODUCTION OF;THE CHIMBOTE IRON • 
AND STEEL WORKS, 1964 

- • ; Metric tons 

A. Pig iron 27 208 

B. Steel ingots 75 21ß ' 

c . Finished products 65 22? 

.Bars c. . .. 50 9 4 4 . : : , 

Wire rod . • 8 4 5 2 

Angles 4 393 

Plates , • ! . ' ; ;.!'.> 1 436 

Blade plates .. , 
D. Pig iron consumed by the steel works 24 246 

E . ' Steel consumed in production of : 

finished products . ! 73 887 

F. Semi-finished products 135 403 

• Production . (bil lets) -J; - - 64 126 a / 

Tonnage converted into 
finished products / 7 1 277 

Source: The Producer. .:..> 
a / 7 ,564 tons of b i l l e t s were im^ûrtfed. 

,t • 
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Table 51 

PERU: CONSUMPTION OF IRON AM).'STEEL PRODUCTS IN I964 

(Metric tons) 

Non-flat products 
Concrete bars 49 738 1 272 5 1 0 1 0 
Bars for other purposes . 1 206 9 820 11 026 
Wire rod and derivatives 8 452 7 394, - 15 846 
Light shapes : 1 5 829 11 750 17 579 
Heavy shapes • ' 2 602 2 ¿02 
Rails and accessories - 18 888 18 888 
Steel balls for milling • '6 747 4 100 10 847 
Special s teels r 75 75 
Semi-finished ingots ' ' ' - 7 742 . 7 742 

Subtotal 71 972 .. . . 63 643 : . 135 615 
Flat products 

.Plates up to 5,00 mm . - 16 ¿22 . 16 622 
lPlates over 5.00 mm - ' 13 398 13 398 
¡Strips ' : - ,. , 8 814 8 814 
Tin plate - , 24 822 24 822 
Galvanized plates 1 060 16 303 17 303 
Special plates and plates not • <••, 

elsewhere specified - 539, 589 
IVotective plating for. mills • > r 843: 120 . 963 

Subtotal •• - 1 8 4 3 80 668 82 511 
Tube products - • • 
Seamed steel tubes ; 6 950 2 376 9 326 
Seamless steel tubes • H 393 11 393 
Unspecified tubing - 102 102 

Subtotal 6 950 . 13 871 20 821 
Total for s teel products '" 80 765 158 182 238 947 

Iron products 

Iron castings 8 788 1 167 . : 9 955 
Ferro-alloys 135 1 269 . 1 4 0 4 
Tubes and accessories 905 719 "" 1 624 

Subtotal 9 828 3 155 12 983 
General t o t a l 90 593 161 337 251 930 

Soiree: The Producer, /A recent 
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A recent study of the iron and steel market in Peru ("Estudio del 
Mercado Siderurgico del Peru") estimates that in 1970 iron and steel 
consumption will reach a t o t a l of 423 thousands of rolled products, 
distributed as follows: non-flat products 189 thousand tons , f l a t 
products 166 thousand, tube products 43 thousand, and iron products 
25 thousand. The Chimbote Iron and Steel Works (SOGESA) - the sole > 
important supplier - estimates that with the extra capacity resulting 
from expansion works now being planned i t will supply 65 per cent of 
non-flat products and 90 per cent of f l a t products in that year. 

The main non-flat products produced will be: bars, of which 
domestic production will supply 86 per cent of the market, and wire 
rod, of which i t will supply 88 per cent . National production of 
t ight shapes i s expected t o supply only 18 per cent of demand. 

As regards f l a t products, SOGESA will provide 96 per cent of 
plates up t o 5 mm and 95 per cent of plates over 5 mm. I t will also 
supply 90 per cent of the plates used in t i n plate production and 
70 per cent of galvanized plates. 

The study of the iron and steel market in Peru mentioned above 
was jointly produced by S0C2SSA, the National Planning Inst i tute , the 
Central Reserve Bank, the National Insti tute of Industrial Promotion 
and the Stanford Research Insti tute at the point when the works reached 
maximum production. I t concluded that consumption of iron and steel 
products in the country has reached e stage of solid expansion, because 
the rapid and widespread prooess of industrialization which i s now 
being achieved in the country must result in the growth of a l l sectors 
of production and hence in increasing demand for s teel products. The 
industrial sector i s the largest consumer of these products (34 .4 per 
cent of t o t a l domestic consumption in 1964) followed by building 
(17.9 per cent) and mining (17 .8 per cent ) . In 1964 th is consumption 
consisted mainly - 70 .0 per cent - of imports. 

On the strength of these conclusions i t was recommended that the 
company should carry out a project along the following l ines : The 
Chimbote works will be built up on three groups of instal lat ions : 

/ ( l ) the 



(1 ) the original works,.consisting of-the instal lat ions set up in 
1957, which have been i n operation ever since. These comprise a s teel -
foundry consisting mainly of e lec t r i c furnaces for pig iron and steel 
production, and a rolling mill . They have a capacity of approximately 
65 thousand tons a year of roiled products; (2 ) par t ia l expansion 
of the foundry, involving the installations needed to increase steel 
capacity to 350 thousand tons a year of ingots. The main instal lat ion 
works and equipment involved in 'this would be: instal lat ion of a blast 
furnace with a capacity of 200 thousand tons a year of s teel , of a 
continuous casting mill of 90 thousand tons a year of b i l l e t s , and of 
auxiliary equipment and f ixtures ; (3) expansion of the rolling mill , 
providing i t with the capacity needed t o convert the "extra s teel 
produced by expanding foundry into finished products. This will comprise 
two parts, the f i r s t being expansion of the non-flat products installat ions 
by modifying the present mill , which will increase i t s end capacity 
from 65 thousand to 120 thousand tons a year of bars, wire rod and 
l ight shapes, and the second, a new f la t products mill for production 
of hot rolled plates i / 4 to 1 1 / 4 inches thick and up to 7 feet wide, 
hot rolled light plates 1 / 8 to 3 / 8 of inches thick and up to 4 feet 
wide, and cold rolled plates up to 35 guage, including galvanized plates . 
The plane products mill as a whole would produce 150 thousand tons in 
1970, The estimated cost of the two sets of expansion works for the 
rolling mill i s 2*7 million dollars for the f i r s t and 40.2 million 
dollars for the second. 

Taken as a whole, the project will undoubtedly give a tremendous 
boost to the Peruvian economy, since i t concerns a basic industry 
whose development has large multiplier e f f e c t s . The direct effects will 
consist chiefly of an increase of the gross industrial product, of 
foreign exchange saved by import substitution (about 20 million dollars 
a year) , and of a further 1 ,900 persons direct ly employed. 

/ i 0 . Metal-transforming 
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10, Metal-transforming industries 

These industries account for 9 ,1 per cent of factory a c t i v i t y 
gross product terns. Artisan production has a high re la t ive importance 
in these branches, accounting for about 30 per cent of the gross 
production value of the factory and art isan sectors taken together. 

The factory sector has four branches: metal products, non-electrical 
machinery, e l e c t r i c a l machinery and appliances, and transport material. 
The most important i s the branch of transport material manufacture, 
which represents 44 ,6 per cent of the division, a f te r which comes metal 
products, with 29 ,6 per cent. The other branches are of comparatively 
l i t t l e importance, part icularly that of manufacture of e l e c t r i c a l 
machinery, apparatus, appliances and supplies, whose development in 
Peru has scarcely begun. 

The import value of the metal-transforming industries amounts t o 
about 50 per cent of t h e i r gross production value. Nearly 4 per cent of 
the t o t a l input value corresponds t o e l e c t r i c power, fuels and accessory 
materials, and the remainder to raw materials. Over 75 per cent of these 
l a t t e r are of foreign origin which shows that these industries are poorly 
integrated into the rest of the economy and domestic supplies of their 
materials deficient in a l l respects . The largest quota of imported 
inputs occurs in the machinery manufacturing branch. 

The main intermediate goods inputs of the metal products branch -
are f l a t and non-flat s teel and aluminium products and tin-plated lead. 

The most important of such inputs in the non-electrical machinery 
branch are iron castings and f l a t and non-flat s teel products. 

The most important of the e l e c t r i c a l goods branch are copper wire, 
lead in ingots and other forms, sealed refrigeration units, and e l e c t r i c 
transformers. 

Lastly, among the inputs of the transport material branch are 
f l a t and non-flat s teel products, ty res , paints, combustion engines and 
body work. 

The industries of this sector employ some 37,800 persons with a 
t o t a l annual compensation of 24 .1 million dollars . These employees are 
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distributed among 950 establisments of an average size - 30 persons 
per establishment - sl ightly l e s s than the factory average. The 
transport material and machinery manufacturing branches have the smallest 
establishments and lowest manpower productivity since they include 
large numbers of small-scale and technically undeveloped repair 
workshops. The metal products industries, which include certain large 
and technically advanced factor ies , are the best off in both these 
respects. 

As can be seen in table 52, imports of metal-transforming products 
are extremely large . During 1960-19&4 their value c . i . f . was as high 
as 228,3 million dollars a year on average. 

Table 52 

PERU; IMPORTS OF MANUFACTURES OF COMMON METALS, 
ELECTRICAL AND NON-ELECTRICAL MACHINERY 

AND TRANSPORT MATERIAL 

(Millions of dollars) 

Items I960 1961 1962 1963 1964 

Manufactures of common metals 16.3 20 ,1 21 .9 23.0 23*3 
Non-electrical machinery and 

apparatus 66,7 90,3 115.6 111c 9 108.4 
E l e c t r i c a l machinery and 

apparatus 25.2 33 .5 43 .9 47 .7 44 .4 
Vehicles and transport 

equipment 48 .5 68.3 6 9 . 1 7 8 .5 82.3 
Total 1 A 7 212.2 2 5 0 . 5 261.1 
Total imported by Peru 274,0 469 .4 ^ 7 . 0 ?57t l 

Source: Foreign Trade S t a t i s t i c s . 

The metal products and transport material industries show the 
best prospects within th is division. 
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Many different projects have been put forward in connexion with 
the metal-transforming industries; they àie expected t o grow rapidly 
during the next few years, for Once the Chimbote Iron and Steel Works 
rolling mill begins production they will have a sure supply of raw 
materials which will encourage them to expand;' 

The transport material industry has reached an extremely 
interesting stage of development« Until 1963 there were only 3 assembly 
enterprises operating in Peru, mainly producing l o r r i e s and-vans. A 
government decision to promote the development and integration of the 
motor vehicle industry of the country was the f i r s t step towards 
changing this situation, • • * 

To t h i s e f f e c t , and partly as a result of the benefits granted 
by Decree 80 in the fonn of t a x exemptions for t h i s industry, towards 
the end of that year the parent companies authorized the instal lat ion 
of four new motor vehicle assembly plants. 

These are : General Motors of Peru, with an investment of 
approximately 5 million dollars and an assembly capacity of 5,000 vehicles 
a year af ter the American, German and Bri t ish General Motors designs; 
Motor Peru S.A., with an investment of 2 . 4 million dollars and a 
capacity of 5,000 Mercedes Benz and Volkswagen vehicles; Maquinarias S.A., 
representing Nissan Motors Co, of Japan, with an investment of 
740,000 dollars and a capacity of 1 ,500 units Of the Nissan and Datsun 
makes; Ford Motor Co.,* with an investment of nearly 6 million dollars 
and a capacity of 10,000 units a year. 

There are also, among other plans for t h i s industry, projects 
under study for instal lat ion of assembly plants for the following makes: 
Rambler, Morris, Renault, by the Anglo-Peruvian Motor Vehicle Company; 
Triumph Herald by the Anglot-Peruvian Auto Service;^ Dodge/ De-Soto-, Fargo, 
Plymouth by the Chrysler Corporation; Scania Vabis, by Diesel Motors; 
International, by International Harvester Cow, which may.also include 
assembly of t r a c t o r s , agricultural equipment and other types of 
motorized vehicles manufactured by t h i s company. In addition to t h i s , 
a Peruvian firm with a capital of 1 . 0 million dollars has, installed a 
plant for manufacture of diesel engines, with an i n i t i a l production of 
200 units a year» 
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I t i s considered that the development of t h i s branch of industry-
will create important sources of employment and will improve the technical 
level of manpower working in connexion vri.th i t . 

One of i t s sectors, the Peruvian industry for manufacture of 
metal bodywork for passenger vehicles, has reached à high degree of 
development during the l a s t few years and there are now several industrial 
plants engaged in this manufacture. 

Analysis of import and consumption of metals used by the metal-
transforming industries shows that in this respect they have undergone 
a cumulative annual growth of 10 .6 per cent a year between i 960 and 1964« 

The most encouraging feature of th is branch of industry i s the high 
degree of development of the industries manufacturing mining and fishing 
boat equipment, e l e c t r i c refr igerators , e l e c t r i c motors, steel office 
and household furniture, non-insulated and plast ic insulated e l e c t r i c 
wires and cables, t i n cars , aluminium extensions, structural metalwork, 
e t c . 

Tin can manufacture, which began in 1945, i s now able to supply 
the needs of domestic fish preserving canning and of most other preserved 
goods industries as well as most of the containers required for fuels and 
other products. The most important branch of t h i s particular group has 
three high-speed automatic production lines and one semi-automatic. The 
branch includes manufacture of compressible tubes for tooth paste, 
cosmetics and medicinal products, whose high quality has enabled them to 
be exported. During 1964 foreign sales of this product were 71 tons a t 
a value of 0 . 2 million dollars . Manufacture of crown bottle tops i s also 
developing rapidly as a result of growing exports, mainly to Bolivia and 
Chile. During 1965 91 tons of this product were exported. 

Consumption of refined copper by domestic industry rose from 
1,147 tons in i 960 to 1 ,340 in 1964. As in previous years the heaviest 
demand came from manufacturers of e lec t r ic conductors. The Peruvian 
enterprise engaged in this manufacture, now that i t covers pract ical ly 
the whole demand for low-tension wires and cables, has decided also to 
produce underground cables which can similarly be manufactured from 
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domestic raw materials and will thus have some chance of competing 
with foreign markets. Copper i s also consumed by tube, and shape 
manufacturing, some of which i s carried out by domestic metal-transforming 
industryo 

The expansion of steel furniture manufacture has fa l len off . 
considerably but the quality of i t s production has been greatly improved. 

Manufacture of metal structures and structural metal working 
continues to expand. I t supplies practically the whole market for 
light products and for the different types of door and window fixtures, 
including those of aluminium. This industry also assembles imported 
heavy structures, chiefly for use in buildings and bridges. 

Manufacture of aluminium ware and cooking utensils has resulted 
in the installation of rolling and extension plants for aluminium ingots. 

The rapid development of the fishing sector has led to the 
establishment of metal boat manufacture_and to^the rapid development 
of manufacture of tanks, conveyor belts , l i f t s , e tc . 

For use in this sector Peru also manufactures single and double , 
screw presses, steam cookers, direct and indirect f i re driers, boilers, 
fans, cyclones, and equipment for treating liquid glue, and assembles 
centrifuges under licence from an important enterprise in the United States, 

Manufacture of equipment for the mining industry - particularly 
graders and flotation chambers, and, on a smaller scale, ball mills -
has continued to advance, though at a smaller rate than that achieved 
during the greatest boom period in mining production,, 

In 1964 one of the largest metal products factories announced a 
forthcoming expansion of i t s installations for manufacture of machinery 
for the fishing, mining and industrial sectors. In the same year work 
was completed on several important industrial plants and various new 
investment plans were announced. Among these events i t i s worth 
mentioning: capital increase on the part of a large factory producing 
e lec t r ic and gas cooking stoves and refrigerators , for the purpose of 
expanding i t s production; the project of a Peruvian firm for investment of 
1 . 1 million dollars in building an assembly factory for manufacturing 
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bicycles under l icence from a well-known French firmj the opening of 
a metallurgie plant, built at a cost of nearly 4 million dollars , for 
producing iron and steel castings; instal lat ion of two plants for 
manufacturing e l e c t r i c switchers; establishment of a company for 
manufacturing motor vehicle radiators, which will have an i n i t i a l 
production of 2 ,400 honeycomb radiators per month; announcement by an 
electronic company of construction of an assembly plant for radio and 
television apparatus, on an investment of 2 . 1 million dollars; opening 
of a plant for manufacturing galvanized sheets - 1 ,000 per month - under 
assistance from Japanese firms; opening of a steel products plant, in 
which about 0 . 4 million dollars has been invested and which will increase 
stranded wire production from 5,000 to 12,000 tons; instal lat ion of a 
factory for manufacturing tubes for metal furniture, on an investment of 
0 . 5 million dollars; announcement of construction of a plant for 
manufacture of dry c e l l bat ter ies ; opening of a plant for producing 
extensions of aluminium, copper, bronze and other metals, in which 
0 .3 million dollars has been invested and which will operate with 
technical assistance from certain American firms. 

11 . Miscellaneous manufacturing, industries 

This section comprises inanufacture of professional, musical and 
measuring instruments, e t c . watch repairs , manufacture of jewellery and 
related a r t i c l e s , plast ics moulding, and the production of a large class 
of a r t i c l e s which cannot legitimately be classified under any of the 
industrial sectors described above. Within t h i s heterogeneous group of 
a c t i v i t i e s a special description may be given of the plast ics moulding 
industry, which during the l a s t few years has had one of the highest 
ra tes of expansion in the industrial sector . 

From a consumption of raw materials of 1 . 6 million dollars in i 960 
demand rose to 4 .6 million in 1964, distributed over 62 enterprises 
giving information, covering the different f ields of application of 
plast ic r e s i n s ^ ' 

6 / P l a s t i c resin based components used in paint manufacture are not 
included in th is study, since these consist of emulsified products 
vhich real ly form a group apart. 

/The compounds 



- 128 -

The compounds for which industrial consumption i s highest are those 

based on polyvinyl chlorine, which in 1964 accounted for 24 per cent 

of t o t a l demand. After these come, those based on polyethylene (23 per 

cent),on polyester (12 per cent) , and on urea formaldehyde (3 per cent ) . 
The other compounds used by the industry altogether represented 

just 38 per cent of domestic consumption. 
In spite of the large number of enterprises, 53 per cent of t o t a l 

production i s concentrated in only 7 , 
• Imports of p l a s t i c resin confounds have undergone an extraordinary 

expansion between I960 and 1964» On the strength of the figures of 
the Foreign. Trade S t a t i s t i c s this appears t o have been by almost s ix 
times. I t can also be observed that polyvining chlorine and i t s oompound 
forms the bulk of the products imported under t a r i f f item 776, The 
suppliers are : United States (34 ,8 per cent) , West Germany 7 , 0 per 
cent) Great Britain (12 ,8 .per cent) , I ta ly 4 , 1 per cent) , and other 
countries (21.3 per c e n t ) , 

Imports of manufactured products of plast ic materials must be 
added t o those of noulding compounds for a proper appreciation of the 
size of the domestic market for t h i s division. 

Domestic manufacture of plast ic products covers a varied range of 
a r t i c l e s , as can be seen in table 53, and has grown ( in constant dollars 
of I960) from 3 , 9 million in 1961 to 9 .5 million in>1964, that i s by 
141,1 per cent. The most important a r t i c l e s produced are plas t ic tape 
with or without reels , plast ic material, a r t i c l e s for domestic and 
personal use, tableware and tubes« 
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Table 53 

PERU: PLASTIC PRODUCTS INDUSTRY PRODUCTION 

Items I 9 6 I 1962 1963 1964 

Articles for domestic use 458 612 1 037 961 
Articles for personal use 326 458 9 6 1 906 
Bags and wrapping 263 388 419 392 
Buttons 9 147 130 123 
Combs 87 .178 117 131 
Containers and casing 163 212 110 305 
Hoses 36 '59 

.... . è 3 . 193 
Lids and stoppers . 178 169 218 248 
Miscellaneous products - - 2 4 8 . 357 .698 1 524 
Payments from third parties 12 34 . . :. 22 . > 49 
Plas t ic heels 11 21 88 3 
Plast ic material 254 704 1 107 845 
Plast ic tape with or without reels 320 .. ...510 . 1 276 1 755 
Sheet plas t ic 53 54 138 251 
Sockets 27 40 39 42 
Tableware 483 586 795 " 797 
Toys 298 420 . : 524 • - 524 
Tubes 515 595 817 1 138 
Vinyl flooring 323 277 415 567 

Total 4 0 6 4 ? 821 8 974 1 0 7?4 

Source; BIP-INPI, from o f f i c i a l figures. 

According t o the industrial s t a t i s t i c s of the Ministry of 
Development,.in 1964 there were 62 enterprises in operation employing 
575. technical and administrative s taff and 1 396 workers, (See table 54*) 
Their balance sheets,showed t o t a l fixed assets of 5»3million dollars 
of which 79 .4 per cent corresponded to machinery and equipment, 
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Nominal investment in machinery per worker was 3 thousand dol lars , 

which i s considerably above the industrial average and i s chiefly due 

t o the recent establishment of the i n s t a l l a t i o n s . 

Table 54 

PERU: STRUCTURE OF THE PIASTIC MOULDING INDUSTRY 

(iJnits and thousands of dollars) 

1962 1963 1964 

Establishments giving information " M ¿2 62 

Persons employed 1 239 1 632 1 m 
Staff 2 6 1 424 575 

Workers 978 1 208 1 3 9 6 

Compensations t o employees m 1 ,461 1 9 2 7 
Salaries 4 7 1 825 1 150 

Wages 4SI 636 111 
Production value ß 820 8 767 10 756 

Input value 2 901 3 940 4 520 

Raw materials 2 778 3 727 4 310 

Domestic 147 178 293 

Foreign 2 6 3 1 3 549 4 017 

Accessory materials (containers, 
labels , e t c . ) 40 82 66 

E l e c t r i c power 65 98 107 

Fuels and lubricants 18 33 37 
Value added 2 919 4 827 6 2? 6 

Source: BIP-INFI, based on official figures. 
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In the same year consumption of plastic resin compounds reached 
4*0 million dollars, which amounted to 48 per cent of the sales of the 
enterprises giving information, 

24 per cent - 1 359 tons - of the moulding products consumed by 
the country were compounds of: polyvinyl chlorine. But" these figures do 
not give the exact quantity of consumption of polyvinyl chlorine, since 
the context of this substance in any compound varies according to the : 
purpose for which the compound is intended. 

In the case of compounds for manufacture of gramophone records, tiles 
and sockets, but in no others the resin is a copolymer of chlorine-and 
polyvinyl acetate. In all'other cases it is pure polyvinyl chlorine. 

Consumption of polyvinyl chlorine in Peru, as in other countries, is 
showing a trend towards rapid growth, owing to thé particular advantages 
of the products manufactured from it. , 

In a country like Peru, where enormous ground remains to be covered 
in connexion with housing, water and drainage works for settlements 
- particularly in regions to which transport of traditional materials 
such as iron and "Eternit" (an asbestos concrete mixture) is expensive -
irrigation and field drainage projects, electrification, and mining 
development, and where a growing population cries out ever more loudly 
for a higher standard of living. The prospective applications of polyvinyl 
chlorine are obviously inmense. 

The plastic market has grown up during the last few years through 
¡substitution of such traditional materials as paper, wood, metal, leather, 
(jlass, etc. In some cases the substitution is already firmly established, 
use of synthetic materials in manufacture of toys, buttons, containers, 
tubing and for many other purposes being now generally accepted. In 
these fields consumption of plastic materials continues to increase 
relative to the growing number of consumers and rising levels of income, 
At the same time the replacement of traditional by synthetic materials 
in many productions of goods for use in building and industry is being 
actively pursued. Constant technological progress ensures that this 
process, which is carried out through continual readjustment of the 

/relations between 



- 132 -

relations between the prices of the traditional materials and of the 
many new products introduced to replace them, will not be stifled by 
lack of further scope for development. Technological progress also 
tends to reduce the costs and prices of synthetic materials. 

To sum up the factors involved in the formation and growth of this 
market, it may be remarked that consumption of plastics is developing as 
a function of three main variables; substitutions of traditional materials, 
population growth, and the growth of income per inhabitant. It may be 
said that of these three variables the first has so far been of greatest 
importance. On the other hand substitution of many traditional materials 
is being carried out much more rapidly in those countries which have a 
generally higher level of income than that of Peru. 

As regards projects for polyvinyl chlorine manufacture, it has been 
announced, that a factory with a capacity of 5 to 6 thousand tons a year 
is to be established. Part of its production will be intended for export. 
For this project, which is to be carried out by an international enterprise, 
an investment of 5 million dollars is envisaged. 
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, V. POLITICAL MESURES FOR INDUSTRIAL DSVELOIMENT ' 

1 . Government action for industrial promotion 

Peru possesses a body of legal provisions concerned with industrial 
development contained, for the most part , in Law 13270 of Industrial 
Promotion. This, however, l e f t standing the e a r l i e r and raore simple 
Law 9140 of June 1940, which has led to the promotion of several 
important industries. 

Law I3270 of Industrial Promotion, which entered into force on 
30 November 1959* supports established industries as well as those about 
to be established, whether or not the products ôf the former count as ; 
basic goods. There are, however, differences in the treatment of the two 
kinds of industries in the foim of greater or less tax benefits . 

The chief privileges granted by th is law-are: t o t a l or part exemption 
from import duties on machinery and equipment, as-long as these are neither, 
produced in the country nor compete with equivalents produced in the 
country, and are new; the same treatment for imports of raw materials 
¡and semi-products; right to direct purchase or lease of state lands, 
: in eluding riverineè, needed by the industrial enterprise; exemption from 
taxes during the f i r s t years of establishment of the enterprise the 
îimount depending on whether i t i s situated in the Lima-Callao zone, the 
Costa, the Sierra , or the Selva; right of tax free reinvestment of from 
30 to 100 per cent of profi ts depending on the geographical location of 
the enterprise; and many other incentives. 

The law lays down that i t s provisions are. to be carried out by the 
Executive, through the Department of Industries and E l e c t r i c i t y of the 
Ministry of Development and Public Works; i t sets up thé Supreme Council 
of Industries as an advisory body in connexion, with promotion a c t i v i t i e s 
aid questions of industrial properties; i t also established the National 
Inst i tute of Industrial Promotion and the Inst i tute of Technical Industrial 
Standards and Quality Control. • 

In drawing up Law 13270 care was taken not to annul i t s precursor, 
Law 9140, since this had served as a valuable aid to several important 
eiirlier industrial projects . Thus, th is law includes a clause to the 
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effect that in agreements made to protect and stimulate the industrialization 
of the country the State may grant exemptions from tax and customs duties. 
On the basis of this provision several important industries have been set 
up in the country - synthetic nitrogenous f e r t i l i z e r s , a r t i f i c i a l f ibres, 
metal-transforming, preserving, e t c . - and the extractive fishing sector 
has been greatly stimulated; industrial enterprises operating in the Selva 
have been granted t o t a l exemption from tax for a period of 10 years; general 
provisions have been established in aid of the motor vehicle, apparatus and 
equipment assembling industries; and establishment of industrial development 
groupings in the provinces i s being encouraged. 

Law 9140 thus favoured the development of important industries. But 
the effects of Law 13270 appear to be considerably more widespread, The 
fac t that from 1959 the growth rate of industrial production rose appreciably 
until reaching sl ightly over 8 per cent would be somewhat surprising without 
this to explain i t . The period 1960-1964 also saw the creation of 
2 ,540 new enterprises, on a t o t a l investment of 72,6 million dollars. 

However, i t i s only f a i r to point out that at the time of the 
introduction of th is law conditions favourable to industrial development 
had already arisen in Peru. I t had just emerged from a serious financial 
c r i s i s - primarily caused by external factors - which had resulted in a 
currency devaluation of 40 per cent; to counteract the effects of this i t 
had become necessary to cut doxm imports by means of large increases in 
t a r i f f ra tes , which created a powerful stimulus to the establisment or 
expansion of industrial enterprises. The Economic Commission for Latin 
America's study on industrial development in Peru, which set forth in no 
uncertain terms the immediate need to stimulate the development of that 
part of the industrial sector for which there were adequate available 
resources, had been completed, And in Lima the meeting of experts, 
preliminary to the Montevideo conference where the formation of the 
Latin American Free Trade Association (ALALC) was to take shape as a 
real i ty , thus emphasizing the urgency of developing a national industry 
capable of competing within the Free Trade Zone, had just broken up. 
The law concerning industrial promotion was, therefore, the corollary 
of a process of industrialization already under way. 
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The state industrial enterprises have been set up by some of the 
state corporations referred to in chapter III. There are also, however, 
two activities - tobacco and salt - directly owned and managed by the State. 

The most important state and semi-public enterprises are, in brief, 
as follows: 
(i) The Chimbote Iron and Steel Company (La Sociedad Siderurgica de 
Chimbote) was originally a mixed company in which the Peruvian Santa 
Corporation held 30 per cent of the shares. When financing was needed 
to expand the works it became necessaiy to increase the capital of the 
company and the Corporation had to provide the new contribution. The 
Corporation later purchased the small proportion of shares owned by the 
private sector, and has thus now become the sole owner of the company. 

The Chimbote Company runs the only integrated iron and steel centre 
in the country. At present it provides approximately 35 per cent of the 
country's requirements of rolled products and it is expected that in 
another two or three years it will be in a position to supply the total 
demand for bars, shapes and plates of standard steel. 

Present production is small and extremely costly, for vhich reason 
it has been necessary to establish tariff protection to enable the Company's 
products to find a sale in the national market; this has meant that the 
prices of rolled products in this market are higher than those obtaining 
elsewhere. It has been suggested that this situation could be improved 
by the introduction of calculated average prices, as has been done in the 
case of synthetic nitrogenous fertilizers. 
(li) The State Petroleum Enterprise (La Bnpresa Petrolera Fiscal) - EPF -
is also an autonomous enterprise although more directly tied to the State, 
which is the sole owner of the whole of its capital. Its finances are 
derived from sales of its crude petroleum production at home and abroad, 
from the 10 per cent royalty paid by the English company, Lobitos Oilfield Co., 
on the crude petroleum it extracts from its concessions in the department of 
Piura, and from budget allocations. 

This enterprise accounts/for an almost negligible proportion of- national 
production and would not be mentioned here but for the fact that it has 
decided to establish first, a refinery, for which a tender has already been 
accepted, and afterwards, a synthetic nitrogenous fertilizer plant. 

/(iii) The 
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( i i i ) The Cuzco Fer t i l izers Factory (Fábrica de Fert i l izantes del Cuzco) 
i s an enterprise which does not as yet possess legal status. I t will 
perhaps be exploited by a mixed company in which the government will be 
associated either directly, or indirectly through the Cuzco Reconstruction 
and Development Corporation, with private capital . Meanwhile a l l 
investments and expenditure preliminary to i t s entry into production are 
carried out by the s tate through the Department of Industries and E l e c t r i c i t y . 

This factory i s a typical case of an installation set up for the purpose 
Of justifying an ambitious project, such as, in this case, the Machupichu 
Hydroelectric Station. Cuzco ci ty does not have the capacity for the 
40,000 kilowatts which will be generated, and with the installation of 
the power station already under way i t was considered that the surplus 
power might conveniently be used by a f e r t i l i z e r factory, which in this 
case will consume 24,149 kilowatts. 2/ 

( iv) The State Tobacco Monopoly (Estanco del Tabaco), owned by the State, i s 
11» only producer of cigars, cigarettes and cut tobacco existing in the 
country. In 1955 the monopoly i t s e l f was abolished, but the industry 
remained under state ownership. I t i s only in the l a s t year that private 
capital has begun seriously to consider the possibility of financing 
manufacture of tobacco products. 

The whole capital of the monopoly belongs to the State . I t operates 
under conditions of poor efficiency and has a growing number of employees. 
The quality of i t s production i s susceptible of improvement, and can be 
improved i f special efforts are made to improve the production and marketing 
systems of the tobacco growers. 

In spite of this the monopoly produces profits for the State through 
the successive taxes on tobacco products, 
(v) .The State Salt Monopoly (Estanco de l a Sal) i s also soon to be abolished. 
For many years the State has been the sole producer and refiner of sa l t for 
internal consumption. 

J j Approximately 85 per cent of the t o t a l power used will be consumed by 
the electrolyt ic process by which hydrogen i s produced. 
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The plant operated by the monopoly i s out of date. At one time i t s 
production was as high as 15 to 17 ton's a day, but because* its'' equipment 
has never been renewed i t s present production fluctuates around 5 tons a 
day. On account of the poor quality and presentation, of the product the 
government has decided to abolish the monopoly and invite private capital 
to exploit production of refined sal t within the countiy. 

Contact between the State and the Tobacco and Salt monopolies i s 
maintained through the Deposits and Shipments Bank which i s at present 
owned by the State and supplies the place of a national bank, 
(v i ) The National Ferti l izersCorporation (Corporación Nacional dé 
Fert i l izantes) intends to begin producing chemical f e r t i l i z e r s during the 
next few years. For the moment i t s a c t i v i t i e s are confined to gathering 
island guano and preparing balanced mixtures in which guano i s the basic 
ingredient. I t possesses an eff ic ient plant and, in spite of the depressed 
prices of the internal market, makes a prof i t , 

( v i i ) The Army Factories (Fábricas dé Ejérc i to) haye been set up by the 
State for the exclusive supply.of the aimed forces. They are: footwear 
factories , including tanneries, shir t factories , munitions factories , and 
several others. Concerning the operations of these plants nothing more 
i s known. 

2 . Taxation policy arid i t s effects on industrial development 

On several occasions in e a r l i e r chapters mention has been made of 
various aspects of taxation relating to manufacturing a c t i v i t y . Nevertheless 
i t i s necessary to make some further remarks on this important subject, 
(a ) Taxation policy measures are applied throughout a l l sectors. The 
special provisions in aid of industrial development are largely contained 
in the Law of Industrial Promotion which establishes the privileges.and 
benefits available to established industries or those about to be established 
for the purpose of producing basic goods., 

Privileges and benefits are granted to the industrial development 
groupings by particular decrees for each, of the groupings established. 

Tax exemptions and other benefits ibr the Selva region were granted 
by Law 1560 pf 25 August 19Ó5. 
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Privileges and benefits for the machinery and apparatus and motor 
vehicle assembling industries were granted by decree and endorsed by 
Law 9140» 

Lastly, privileges and benefits have been granted in aid of particular 
a c t i v i t i e s such as pharmaceuticals, fishing, ship building, preserving of 
fish for human consumption, fishing development, preserving of non-fish 
foods for human consumption, nutritional supplement products, tobacco 
industry, exploitation, industrialization and trade of s a l t , and several 
others. 

Since the introduction of the Industrial Promotion Law industry has 
been one of the sectors of economic ac t iv i ty most l ibera l ly treated as 
regards taxation. 

In referring above to the general provisions in aid of industrial 
development a l i s t was given of the principal t a x exemptions granted to 
industry by law. 

Perhaps this body of provisions i s not as generous with regard to 
tax r e l i e f s as the Mining Code or the Petroleum Law. On the other hand, 
manufacturing industry i s bet ter placed in this respect than agriculture. 

This comparative neglect of agriculture in respect of legal provisions 
i s scarcely f a i r ; but in Perm, as in other Latin American countries, the 
actual development of agriculture, part icularly that producing for internal 
consumption, has also been neglected. • 

(b) Peru has not attempted in i t s legislat ion to direct industrial ac t iv i ty 
by means of taxation policy. The Industrial Promotion Law discriminates in 
i t s treatment of different industries in respect of t a x exemptions on 
reinvested profi ts , but does so in relation to geographical location, so 
as to promote decentralization, and not with the intention of dictating the 
specific aims and purposes of any industry. 

Perhaps the sole exception to this i s the discrimination in respect 
of t a r i f f r e l i e f s on imports of machinery and industrial raw materials 
and soni-products, these being more generous for industries contributing 
most extensively to the process of import substitution, or to manpower 
employment, or to foreign exchange resources, than for industries of 
smaller importance to the economic development of the country. This 

./inducement, however, 
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inducement, however, i s of very feeble influence in guiding industrial 
ac t iv i ty in thé proper direction, as also have been the t a x re l ie fs 
favouring industries established outside the capital . Apparently the 
advantages which Lima offers-as the chief, centre of consumption, as the 
most convenient place for obtaining, raw materials, as the zone where 
trained personnel are most readily available and where the services are 
most eff ic ient , e t c . , counteract and outweigh any tax r e l i e f , 
( c ) That part of the taxation system constituted by the t a r i f f and the 
so-called luxuiy tax , makes distinctions between different manufactured 
products. 

The t a r i f f in force up to half way through 1964 imposed relat ively 
excessive rates .on machinery and equipment, while giving l i t t l e 'protection 
against a r t i c les competing with those produced within the country. Certain 
types of semi-products were also subject to heavy, duties. 

' : 

The new Customs Tariff , which passed into law on 23 July 1964* 
i s technically more adequate but does not entirely avoid the weaknesses 
of i t s predecessor. 

The luxury tax .and the prices established for manufactured products 
weigh primarily on imported luxury manufactures, • but also on certain 
domestic products such as jewels, silverware, e tc . : I t s incidence i s 
heavy - up to 10 per coat of the value of the product - and this undoubtedly 
limits the market. 

The sales tax, except in the case of certain foods, f e r t i l i z e r s , 
minerals, part of petroleum production and a few other products i s 
generally 4 . 5 per cent on the value of the a r t i c l e sold and applies 
equally to raw materials, semi-products and finished products in such 
a way as be due on each different transaction of the same product or 
material. From the point of view of tax returns this i s highly effective, 
but i t hinders industrial development by increasing the costs of production 
in the internal market, discourages exports of manufactured goods and i s 
:inequitably applied. A métal produced in the country, for example, i s 
•sxempted from the sales tax 'by the Mining Code, while a product manufactured 
:Ln the country from that métal i s not> "since the Industrial. Promotion Law 
nakes no provision for such exemptions. The situation i s s t i l l worse for 
industrial exports, which have sometimes had to be suspended because this 
t ax made i t impossible for than to be competitively priced. 

/ 3 . Promotion 
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3 . Promotion policy for exports of manufactures 

The measures of promotion policy for exports of manufactures are 
contained in the Industrial Promotion Law whose over-al l principle in 
this connexion i s that exports of finished or semi-finished goods which 
have undergone a process of transformation in the country to the extent 
defined in the report o f the Department of Industries, are exempt from 
payment of export duties. 

A project i s a t present being developed for a law specif ical ly 
concerned with promotion measures for exports of non-traditional products 
and, in particular, with promoting sales of such products to the l a t i n 
American common market. 

4 . Provisions relat ive to small-scale industry 

There i s no precise cri terion for determining the class of small-
scale manufacturing establishments. The industrial census did not attempt 
more than to c lassify them by employment size and took as the group of 
artisan or small-scale industrial establishments those employing up t o 
5 persons. 

The Industrial Bank, so as bet ter to channel i t s loans into small-
scale industry, has defined i t as consisting of enterprises having a small 
number of employees and whose capital i s no greater than 800,000 soles 
(29,800 dollars) and gross annual income than 2,400,000 soles (89,500 soles) . 

I t has been possible to give experimental proofs of the need to set 
up credit aid programmes for small- and medium-scale industry. The lack 
of access of the industr ia l is ts of these types of industry and the absence 
of effective development instruments for providing adequate technical and 
financial assistance before and af te r the loan i s obtained have made i t 
obvious that i f the State promotion organizations are to achieve more 
co-ordinated and eff ic ient methods of joint action t h e i r present working 
system must be thoroughly overhauled. 

Among the institutions at the national level responsible for carrying 
out development programmes in aid of small-scale industry are the Industrial 
Bank, which has created a department specializing in the affairs of t h i s 
sector, and the National Inst i tute of Industrial Promotion, which i s beginning 
to make promotion work for the sector one of i t s major concerns. 

/Among the 
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Among the institutions at the regional level are the development 
corporations and councils arid, oh their own account or sometimes acting 
on behalf of the Industrial Bank, the region?! banks. 

The conditions on which loans are granted are different in every 
case and no joint forms of action have yet been considered, 

. The board of directors of the Industrial Bank has l a t e l y laid down 
new rulings for loans to,small-scale industry and artisan act ivi ty 
providing for the extension of supervised loans.to a maximum limit of 
25.0,000,00 soles (9 ,320 dollars) and bringing loanees of this type within 

i t s . r u l e s for discounting of b i l l s , 

There i s now a private sector project for forming a co-operative 
organization, for providing technical and financial aid to., small-scale 
industr ial is ts in the metal-trans fojming .branches- • This has at present 
advanced .no further than the preliminary stage of research into the most 
urgent needs of the industry and the most-effective means for providing 
the assistance envisaged. . This .will consist basically of technical 
advisory services, guarantees .and financing for working c a p i t a l and 
arrangements for wholesale purchase of the basic raw. material inputs 
of the branches concerned. These services-, once functioning, will-be 
extended to other branches of industry. 

5. Regional industrial development policy 

(a ) The regional development corporations are preparing projects for 
(assisting the Industrial Bank in i t s loan programme in. aid of small-scale 
¿Industry. The assistance needed, *ihich i s to be provided by the technical 
¡staff of these organizations,, will consist in : 

( i ) Promotion of. the interest of small-scale industr ial is ts in applying 
for loans by providing at a regional level selected opportunities for uses 
of loans. ' 

( i i ) Financial, economic and technical assessments for potential loans, 
( i i i ) Supervision of and technical and administrative assistance to loanees, 

( iv ) Collection and compilation of s t a t i s t i c a l information on production 
and markets, at the regional level . 

/ ( b ) The 
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(b) The industrial development groupings, which are points of convergence 
for common services, teciinical assistance, etc», situated in specific 
departments or regions where there exists the basic infrastructure on 
which to develop industries by means of tax stimuli and other incentives 
or exemptions, have each been created by a law or decree specifically 

for the purpose. 
The Arequipa grouping, created by decree on the 5th June 1964, i s in 

the process of being organized. The decree granted i t , among other 
privileges, a 15 year exemption from payment of the following taxes; 

- Export duties and special charges, 
- Tax on overdrafts and interest on movable capital» 
- Excise and value increase t a x on property transfers , 
- Patents tax , 
- Tax on establishment of companies, share issues, capital increase 

and share transactions, 
- Stamp t a x on credit l e t t e r s and instruments, 
- Stamp tax on sales of manufactures (at present 5 per cent of the 

value of the sales , 
( c ) Regional industrial development policy i s aimed basically at 
decentralizing manufacturing ac t iv i ty by creating foci of development 
in selected areas of the country where part icular branches of industry 
can be developed on the basis of the natural resources there available, 
the existence of regional markets, or the presence of comparatively 
advantageous conditions of infrastructure. 

Strategic measures recommended for th is purpose are as follows s 
( i ) The s ta te should concentrate i t s efforts 'on the centres having 

priori ty mentioned above, increasing industrial f a c i l i t i e s (chiefly power, 
water supplies and drainage, technical schools and administrative f a c i l i t i e s ) 
as well as making direct investments, 

( i i ) Industries installed in the centres and playing a part in the 
development programmes for the region concerned should have prior i ty with 
regard to s ta te credi ts , 

( i i i ) Existing t a x incentives should be revised in such a way as to 
provide discriminatory benefits substantially favouring these areas, 

( i v ) Parallel 
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» 

( iv ) Paral lel with the development of the industrial centres, the 

establishment within agricultural areas (preferably' those falling under 

the Agrarian Refoim measures of plants "for transforming, packing, 

preserving, e t c . , the products of the areas should/be promoted. 

6 . Manpower training programmes 

The ent i t ies responsible for training and developing industrial 
manpower are, in the private sector; SENATI, the Franco Peruvian Centre, 
the National Productivity Centre (CENIP), the Work Studies Centre of 
Pez'u, and the School of Technology of the Jhgineering. University. Bach 
of these i s engaged in foiming trained manpower for di f féra i t levels of 
industrial a c t i v i t y . . SMATI, which i s financed by contributions from 
private enterprises, Is, thé only ..one,.of these organizations which provides 
manpower training schemes continuously and in, direct relation to the 
enterprises subsequently employing the personnel trained or sending their 
personnel to be trained. The others provide, specialized instruction 
courses at the technical and professional level . 

In the public sector there are : the Amy Industrial Training Centre 
which t rains recruits so as to qualify them to eain a useful living on 
leaving military service; and the industrial and artisan educational 
¡Institutions run by the MLnistiy of Educations 

There are 117 of these institutions for industrial and 88 for artisan 
: Instruction. A table appears below giving the number .of pupils matriculated 

• ÏXi them in 1965, by subjects of instruction. ; (See table 5 5 ; ) 

The graduates of these institutions subsequently- themselves become 
instructors or work independently. 

In recent years an average of 1 ,000 technicians ha3 graduated from 
them every, year. ; 

The sat isfactory volume of demand ."for trained workers for industry 
in 1980, taking as a basis a growth rate of 2 . 9 per cent a year and a 
repiacment quota of 4 . per cent i s estimated a t 72,000 trained workers, 
of. which SENATÎ will t rain onlyabout 10,000, having a def i c i t of 62 ,000. 

. . ! 

/Table 55 



Table 55 

PERU: NUMBER OF PUPILS MATRICULATING IN THE STATE INSTITUTES OF INDUSTRIAL EDUCATION 
(FOR MEN) IN 1965, BY EDUCATIONAL LEVEIS AND BY SUBJECTS OF INSTRUCTION 

Subjects of instruction Total Year 
( 1 ) 

Year 
( 2 ) 

Day c lasses 

Yecu 
( 3 ) 

Year 
(4 ) 

"xG.Hr 
(5 ) 

Night 
C«LSISS8S 

y 

.. 1965 Total 12 123 4 898 2 915 •L2SS 1 104 — r i a a m » » 1 <1 
1 1 1 5 

1 , Motor vehicles 2 928 1 179 750 436 287 276 194 

2 . Carpentry 2 725 1 0 9 7 656 454 . 281 237 113 

3 . E l e c t r i c i t y 2 398 893 589 409 290 217 251 

4» General mechanics 2 396 846 541 445 290 274 175 

5. Radio and televis ion 
69 57 280 (Electronics ) 1 110 593 261 130 69 57 280 

6 . Combustion engines 210 105 68 31 1 5 -

7 . Typesetting 123 81 16 14 ? 5 — 

8 . Printing, publishing and 
23 13 11 a l l i e d a c t i v i t i e s 107 41 19 23 13 11 

9. Metal casting 84 43 11 8 7 15 33 

10 . Welding 42 20 4 2 9 7 69 

Source: Ministry of Public Education - Department of Education S t a t i s t i c s . 

s / These figures are for the specialized training cyc les . 
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The estimated demand for technicians:; working In the industrial sphere 
in I960 i s 21,800, but as by this period the stated instruction centres will 
have produced 36,000 and the School o f Technology ! , 8 0 Q there will be a 
surplus of 16,000. 

The demand for professionals in the industrial sphere for the same 
year i s estimated at 11,000, to meet which 3,600 engineers and 12,600 
other types of professionals are expected to be trained in fields relating 
to industry, thus producing a surplus of 5 ,200 . 

As has been said, above, SEN ATI i s financed mainly by contributions 
from private industrial enterprises, the system being that a l l enterprises 
having more than 20 Workers ,contribute 1 per cent of the sums appearing 
in their wage sheets. The Franco-Peruvian Centre i s financed under a 
co-operation agreement between the Peruvian and French governments. 

The s ta te and the remaining private insti tutions receive contributions 
from the State Budget, those of the l a t t e r being supplemented' by supplies 
granted under international co-operation agreements, 

SENATI i s the sole institution directly connected to private. industries 
and providing training specifically for the i r personnel. I t i s a private 
organization; i t was created by law in 1961 and began to operate in July 1962, 
I t s main object i s to improve the qualifications of industrial manpower. 
I t i s financed by a special contribution of 1 per cent on the sums given 
in the wage sheets of all ' fiwas employing more than 20 workers. 80 per 
cent of this income must be spent in thé regions from which i t derives, 
but the r e s t i s at the free disposal of-the organization which can thus 
spend more in regions, not yet extensively industrialized than the receipts 
from them. The main types of training fall ing within SENATI*s sphere of 
ac t iv i ty are : ( 1 ) basic adult education; (2 ) apprentice training and . 
short courses for training young persons for new jobs; (3) specialized 
training for raising the standards of workers and foremen already possessing 
jobs. 

SENATI will in future t ra in apprentices in i t s own centre (now being 
built on the outskirts of Lima) and provide general education courses 
(mainly in night c lasses) , , but i t s ' programme will 'put most emphasis on 
training within enterprises. For th is purpose instructors will be trained 

/ i n i t s 
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in i t s centre and in the National Instructors Training Inst i tute (INFI) at 
Huancayo for work in individual enterprises where they will be expected to 
form internal training units. More than 70 potential instructors have 
received or are receiving this type of training abroad and a further 25 are 
now being trained at INFI. 

SEN ATI estimated at the end of 1962 that i t s operations embraced 
some 1 ,200 or 1 ,300 firms, employing nearly 13,000 persons. At the moment 
i t has no intention of including small-scale firms within i t s a c t i v i t i e s , 
although a considerable proportion of medium-scale factories will eventually 
benefit from them. For the moment also, being s t i l l in the stage of 
development, i t i s concentrating on the Lima-Callao area. This i s apparently 
s t r i c t l y temporary, but, although i t i s reported that i t has completed plans 
for modifying i t s organization so as to cover firms of 15 to 20 workers, i t 
may be some time before the provinces receive the ful l benefit of i t s 
a c t i v i t i e s . 

7 . Technical assistance for industry 

There are some enterprises which, with foreign technical assistance, 
are operating with great efficiency and with the most modern methods - but 
a t the private l e v e l . The assistance i s usually paid for by agreements on 
production royal t ies . 

The forms of technical assistance given to private industry by o f f i c i a l 
insti tutions may be brief ly l i s t e d as follows: 
( a ) Technical assistance in accounting and legal matters granted by the 
Industrial Bank of Peru. All credits granted by the Bank necessarily 
involve some degree of supervision. This carr ies with i t forms of assistance 
which, though very inconsiderable from the technical point of view cover 
thorougly enough the limited f ield involved - from a shortage of trained 
personnel, which the number and diversity of the cases involved makes i t 
impossible to supply, the Bank cannot possibly provide ful l -scale technical 
assistance. Accounting assistance i s designed to encourage industr ial is ts 
to use accounting systems of costs based on regular stock-taking; the legal 
assistance i s also important, particularly for small- and medium-scale 
entrepreneurs. 

/ ( b ) Technical 
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(b) Technical assistance provided by CENIP. The National Productivity 
Centre (CENIP), one of whose functions i s defined as the diminution of 
costs of production, distribution and management, i s doing valuable work 
in the f ie ld of technical assistance through i t s Advisory and Consulting 
Department« I t i s at the moment carrying out work of this kind in several 
industrial sectors simultaneously. 

( c ) Technical assistance provided, by SENATI. The National Apprenticeship 
and Industrial Labour Service carr ies out training of industrial workers of 
a l l levels . From the time of i t s creation - December 1961 - i t has been 
doing valuable work in the f ield of industrial training, through scholarships 
for worke.rr. to t rain abroad and through i t s training centres in the country. 
A national centre i s now being built for i t which will house the equipment 
needed for i t s different courses. 

(d) Technical assistance provided by the National Engineering University. 
This provides assistance for industry through: 

( i ) The Textile Inst i tute , which was founded in 1957 with the 
co-operation of North Carolina University and with economic aid from 
what was then called the International Co-operative Administration. I t 
i s run by the faculties of industrial engineering and mechanics and 
e l e c t r i c i t y and possesses modem equipment which may be used for carrying 
out t e s t s on behalf of the t e x t i l e industry as well as for teaching and 
research. 

( i i ) The Inst i tute of Technology, which has the task of training 
technicians for intermediate level posts where they complete and integrate 
the work of industrial engineers. These are given over one year 7 months 
of pract ical training in industry and 5 months of study at the I n s t i t u t e . 

(e) The National Inst i tute of Industrial Technical Standards and Quality 
'Control (INANTIC) was created by the Industrial Promotion Law to study and 
control technical standards with a view to promoting and co-ordinating the 
whole group of efforts tending towards improvement in the quality of products 
commonly bought, used, transformed, manufactured or sold. 

INANTIC provides indirect technical assistance by establishing standards 
for norms and sizes, as well as quality and operational standards* 

/ ( f ) Technical 
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( f ) Technical assistance provided by the National Institute" of Industrial 
Promotion, This technical organization was created by the Industrial 
Promotion Law to develop industrial promotion programmes. Among i t s 
chief functions are those of carrying out research and making studies -

on the . industrial resources of the country of preparing programmes properly ' 
co-ordinated with, national economic, policy for the industrial development 
of Peru on the basis of i t s own research , and of previous studies, and of 
studying the present situation and future prospects of the economic 
development of the country. . 

In carrying out these tasks the Inst i tute has i t s e l f operated under 
the guidance of a group of economists chosen by the Stanford Research 
Ins t i tute end working as part of the United States International Development 
Agency's aid programme,.. At present the Insti tute works in d o s e co-ordination 
with the Industrial Bank. 
(g) Technical assistance provided by other Peruvian universities . Other 
Peruvian universities such as the San Marcos University of Lima and the 
Universities of Trujillo and Cuzco provide a certain amount"of technical-
assistance through their facult ies of industrial engineering or industrial 
chemistry. But t h i s involves no more than isolated cases and has no 
importance for Peruvian industry as a. whole, , 

8 , Technological research 

Peru has achieved l i t t l e in the field of technological research« « 
This i s due to present levels of industrial development, to the inadequate 
resources and shortages of trained s taf f of , the research insti tutions, and 
to the easy availabil i ty of the results of research into ; a l l f ields of 
industry carried out in more advanced countries. In spite of there being J \ 
several insti tutions equipped for technological research, l i t t l e has so . ••>• 
far been done.^ Lately, however, the universities have begun to be ! 

concerned over th is . ' - - . . . . ..... •'-.; 

8/ The National Inst i tute of Industrial Promotion has as i t s main function 
research into and study of resources for industrial use, with a view 
to increasing s c i e n t i f i c knowledge of these and improving their 
exploitation and use. 

Part , .• 
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9» Part played by the industrial development organizations 
in providing basic services for industry 

The results of the work done in this f ield do not have much importance 
within the t o t a l national supply of e lec t r i c power or fuels, but i t i s 
undeniable that i t i s work of this type which has constituted the major 
achievement of some of the organizations. Thus, the Reconstruction and 
Development Corporation of Cuzco must chiefly pride i t s e l f on the building 
of the Machupichu Hydroelectric Power Station, whose power will mostly be 
used for the industrial development of the department. The Tacna Development 
Corporation has concentrated i t s labours on providing irr igat ion works 
combined with hydroelectric instal lat ions . The main work of the Department 
of Industries and E l e c t r i c i t y has been the installat ion of e l e c t r i c generating 
stations in the provinces, which will partly be used for industrial production. 
The State Petroleum Enterprise through i t s crude petroleum production 
indirectly supplies a small proportion of industrial fuel requirements, 
l a s t l y , the Mining Bank of Peru may be mentioned; this in the past was 
active in promoting coal production by direct means and by credi ts . The 
results of this f e l l far short of expectation, but something was accomplished 
for that sector of industry which consumes nationally produced anthracite . 

10 . Treatment of foreign capital 

The most important contributions of foreign capital to the industrial 
development of Peru have occurred as extensions of the exploitation of 
primary a c t i v i t i e s . Thus, the metallurgic installat ions of Oroya are no 
more thai a single part of the assets of an enterprise primarily concerned 
with mining; the Talara refinery constitutes the industrial centre of a 
petroleum complex; the Paramonga pulp and paper factory i s an extension 
of sugar manufacture and thus, in turn, i s related to the cane cultivating 
a c t i v i t i e s of the same enterprise; meanwhile pulp production has resulted 
in the establishment of e lec t rolyt ic production of caustic soda and th is in 
a 'project , now being carried out, for production of polyvinyl chlorine resin. 

There are, of course, exceptions, but much fewer than the cases t o 
which the rule applies. Examples of these are : the establishment of 
pharmaceutical laboratories as branches of the great international 

/enterprises of 
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enterprises of t h i s sector, , thé creation; o f c e r t a i n . t e x t l l e mil ls , 
par t icular ly for -cot ton, and the ins ta l la t ion of motor vehicle assembly 
plants, again as subsidiaries o f some o f the larges t foreign companies« 

During .the l a s t few years, however, foreign capi ta l has altered 
primarily in the form o f external c redi t 'granted by international 
organizations and private banks andj, more especially, t y supplies o f 
industr ial machinery, equipment and semi-products, 
( a ) Direct^ foreign, investments 

Direct investments of foreign capital in industry do nqt reach any 
great, f igure. I t . i s estimated that they amount t o 1 0 . 8 per cent of t o t a l 
investment in the manufacturing sector , which, compared with the équivalait 
proportions in other Iiatin American countries, i s r e l a t i v e l y small, in spite 
of the f a c t that in several of these foreign capi ta l i s subject to much 
harsher conditions than those obtaining in Peru. This shows that foreign 
investors, while natural ly desiring a l i b e r a l economic régime, are primarily 
interested in the existence of a market capable of justifying t h e i r investmentj 
and from t h i s point of view the Peruvian market holds few a t t r a c t i o n s . Hie 
hope f e l t in. some quarters that Peru might serve as a nucleus of a t t rac t ion 
for foreign industr ial capi ta l intending gradually to introduce i t s production 
into the Free Trade Zone has also remained unfulfi l led. Perhaps t h i s purpose 
i s b e t t e r served by expansion or improvement of existing ins ta l la t ions in 
more developed Latin American countries than by creation of, new enterprises 
in a country which offers every kind of secur i ty against loss 'on the investment. 

In the past foreign investment was applied only t o p a r t i c u l a r 
industrial a c t i v i t y . But recently i t has tended to ac t in association 
with national! c a p i t a l , obviously for the sake p f greater s t a b i l i t y . - ' 

In Peru the l a r g e s t d i rec t investments of foreign c a p i t a l in industry 
are made in connexion with the f i e l d s of pet^lf|Mtt: .fpd.nQnrfferrous jfet&ls* • • 
Electric-power generation, in vhich i t also j ^ ^ s a- large, part,, . is-not • 
here considered. ''" ^ : ; . 

There i s some foreign investment in.other,type^ of i^d^tstry hut . this 
does not altogether exceed 14 per cent of the .yiipl.e foreign, investment in- , 
the industrial ' s e c t o r . Thiè par t ly brings out the magnitude of the investment 
in petroleum (refining') a n d i n métallurgie industry f o r non-ferrous metals, 
but also emphasizes the r e l a t i v e insignificance of the whole conjunction of 
the remaining s e c t o r s . /There is 
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There i s considerable scope for foreign capital in Peru, especially 
in re lat ively unexploited sectors such as the chemical and metal-transforming 
industries. 

Foreign enterprises have no special legal status«, They are subject 
to the standing legislation in the same way as the i r Peruvian counterparts. 
They nesd no special penidssion to establish themselves and are not required 
to provide securit ies for profits or interest sent abroad. 

Foreign enterprises often suffer from the problem of doub'i o taxation; 
but this i s the concern of the country of origin not of that in which they 
have established operations» 

They are usually subsidiary to foreign firms. But there aie cases 
of companies originating as independent enterprises in Peru and in the 
course of time, thanks to excellent returns on the sums invested in them, 
establishing their chief centre of operations in the country of origin of 
their owner or owners and then branching out into other Latin American 
COUHti.dxVJy 

In certain eases foreign investment has resulted from v. vac special 
contact with the Sta te . This was so, for example, in the case of copper 
production in the Toquepala metallurgic plant. Similarly, a contract 
involving special stimuli and privileges was granted to a well-known 
merxUiacL-.ur.ir of roavy road machinery for establishing operations in the 
Selvf-c Tnis bas prodded no positive economic benefits for the country 
as from the point of view c f foreign exchange revenues, as the.:- made with 
the Southern Peru Mining Co., which mines the copper ores of Toquepala, 
Quellavix.o tr:d f-ua^one and converts them into b l i s t e r . 

Fortos» enterprises originally had the practise of reinvesting part 
of the i r profi ts within their own special sphere of a c t i v i t y . Tneir growth 
was largely, therefore, the effect of the development of their a c t i v i t i e s 
within the country. But l a t e l y there has been a trend towards balancing 
this v e r t i c a l growth by horizontal expansion; the method chosen to achieve 
t h i s i s in many cases the formation of mixed enterprises in association 
with domestic capital , and entry into new a c t i v i t i e s related to the primary 

/ a c t i v i t y of 
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a c t i v i t y of the enterprise. This has been the case with the industries 

manufacturing copper e l e c t r i c cables and wires, explosive-proof bricks, 

a lkal i s , bal ls and protective plating for mil ls , and certain others . 

Originally foreign capital , established industries in Peru mainly 

with a view to export. Afterwards, however, the growth of the internal 

market and the establishment .of t a r i f f barr iers made obvious the value 

of directing production. towards internal demand. I t i s possible that but 

f o r the national market, several foreign enterprises could be unable to 

s e l l t h e i r products at a l l , s ince. competition abroad has developed more 

rapidly than t h e i r own resources and methods and involves economies on a 

scale unfavourable t o the costs .and scales of production in Peru, Doubtless 

there are s t i l l exceptions to th is , such as non-ferrous metals, fish meal 

and f ish o i l , but they are very few..... 

Foreign enterprises established in Peru have greatly changed t h e i r 

pol ic ies in the l a s t few years, . . They, have adapted themselves, or are in 

the process of doing so, to the new climate prevailing in the country and 

are attempting to integrate themselves a s . f a r as possible into the r e s t of 

the economy. The change also has a social aspect . These enterprises are 

now largely directed, and managed by Peruvians. Their provisions for t h e i r 

workers have also become more,comprehensive though i t remains uncertain 

whether tn is has not been more the result o f trade union a c t i v i t i e s than 

of a chungs of heart among the foreign owners. 

The law requires that .at. l e a s t 80 per cent of the employees of any 

company be Peruvian, .and the actual proportion i s usually very much more. 

There has also appeared a trend towards maximum possible use of. 

national manufactures as the raw materials and semi-products- in the 

manufacturing a c t i v i t i e s of foreign enterprises , Ihis has a beneficial 

e f f e c t on the industr ia l development of the country, not only on account 

of the market thus created, but because these uses require standardization 

of industrial products, which tends to ra ise t h e i r quality. 

/ V I . EXTERNAL 
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VI. EXTERNAL; ASSISTANCE FOR INDUSTRIAL DEVELOPMENT 

1. Technical- assistance • • 

During the las t two years technical assistance has been primarily 
supplied by the IDA (International Development Agency) in the form of 
technicians and experts working under contract in various fields connected 
with industry and as consultants for regional plans and programmese These 
services have represented an approximate expenditure of over one million 
dollars and have operated mainly in aid of the technical development 
organizations and the institutions, such as ÏNPÏ,and CENIP, which make 
special studies of matters relating to Industrial development. They have 
also provided advice for the regional development agencies set up by the 
development corporations. 

Technical assistance has also been received from the technical 
organizations of the United States and from certain foreign governments, 
such as those of Japan, France, England, e t c . This aid has taken the 
form of technicians contracted for short periods to make and advise on 
specific studies on f e r t i l i z e r s , industrializations of coal, e lec t r ic 
power, sponge'iron, hard fibres, e t c . 

Applications for technical assistance made by state organizations 
are co-ordinated by a spécial department of the National Planning 
Insti tute . They usually request emergency assistance at short notice 
and without preliminary planning of studies to result from i t ; this 
means that i t i s often diff icul t to make them f i t in with the programmes 
and budgets of the organizations applied t o , which generally make their 
plans òn a long term basis, 

2 , Financial assistance . 

• This'subject has àlreâdy béén treated at•some length in the section 
"Financing of indUstrialdevelopment". Thè following remarks are intended 

•Only t o - f i l l in the points made then. ; ; » '•• 
External loans tó the industrial sector1 amount t o 18 per cent o f 

thè tótà l òf private and- public ¿redits contracted abroad.1 This percentage 
does not include suppliers : credits (such as those grahted to SOGESA by a 
German firm, for example ) , . 
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The largest sources of credit for industry are international 
institutions, such as the International Bank for Reconstruction and 
Development, the United States International Development Agency, the 
Inter-American Development Bank, the Export and Import Bank of 
Washington, the International Finance Corporation, the Kreditanstalt of 
Germany, and the Export and Import Bank of Japan. A certain number of 
the loans granted by those institutions have been arranged directly with 
industrial enterprises, but they now show a marked preference for carrying 
them out through the relevant bank organization of the country, that is, 
by establishing credit lines for the Industrial Bank of Peru. Besides 
thus making the Bank responsible for loans granted in this way, the 
guarantee of the State is required as a further security. 

The amount of each transaction made by the Bank on the basis of 
these credit lines may not exceed 50 per cent of the total investment 
of the enterprise. Any deficit must be covered by the enterprise or 
from the resources of the Bank itself. 

The use of the credit lines for refinancing is not permitted, so 
as to prevent the substitution of investment on the part of international 
bank or credit agencies for other types of loans0 However, the industrial 
owners, being well acquainted with this rule, never place purchase orders 
for equipment without first securing their loan. This procedure gives 
them the further advantage of a discount for cash payment of their 
purchase. 

The International Finance Corporation, which is affiliated to the 
International Bank for Reconstruction and Development, has carried out 
several transactions, mostly in the form of loans involving a share of 
the profits and the right to subscribe to the shares of the enterprise 
concerned. 

The loans of the United States and Japanese Export and Import 
Banks are confined to financing for equipment or services purchased in 
their respective countries. Credit lines from the Eximbank of Washington 
are obtained with comparative ease but the procedures for the corresponding 
sub-loans tend to be lengthy. On the other hand sub-loan transactions 
with the International Bank for Reconstruction and Development or the 

/Inter-American Development 



- 155 -

Inter-American Development Bank.are rapidly executed and have the great, 
advantage that they can be arranged with a . large number of different 
countries indiscriminately. This freedom;; of .choice enables the 
industrial is t receiving a sub-loan to benefit from the competition of . 
price and quality between countries, able to supply.equipment. 

A large proportion of financial assistance for industry i s channelled 
through the industrial Bank of Peru-, , but there are also credit lines 
through private banks, as well as, particular agreements between private 
enterprises and international , ;findice bahka.;0.r inst i tutions. 

With regard to financial assistance entering through the Industrial 
Bank of Peru, i t can be shown that beginning in 1962, when the Export and. 
Import Bank of Washington's credit line for 2,500 s000 dollars was renewed, 
the channelling of external"crédits towards industry for purchase of 
machinery, equipment arid building materials -and contracting' services, a l l 
of American origin, has entered a: new stage. This loan carries an interest 
of 5.75 per cent a yéar on ai revolving credit basis. The operations may 
have their terms deferred to June 1969 and are subject ' to the specific 
condition that only credits' of up to 100,000 dollars each inay be granted 
c>n the sole : aùthbrlzatioh of the Industrial Bank, while those of 'greater 
sums must be expressly approved by Eximbank. 

In thé same year the Inter-American Development Bank approved a 
loan of 2,500,000 dollars for financing specific industrial projects in 
th8 private sector by providing credits for purchase of machinery1 and 
equipment from Europe, the United States, Japan and other countries. 
The term of the loan is -12 years and the interest 5;75 per cent*a-year 
on a revolving credit basis . Credits up to 200,000 dollars may be 
granted on the soie authorization of the Industrial Bank, Why those 
above this sum, up to the limit of 500,000 dollars , must be expressly-
approved by the Inter-American Bank, 

In 1963 loans to the sum of 17,500,000 dollars were obtained, 
most of which was for use in ; consolidating the financial position of 
the national fish industry. • In 1964' the loans approved amounted to 
2 4 , ^ 0 , 0 0 0 and wefré'largely : for use in the f i sh and cotton t e x t i l e s v 

i n d u s t r i e s I n 1 1965 the ¿mount was 33,550,000 dollars , of which 
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14,000,000 dollars consisted of direct loans and 21,550,000 dollars of 
credit l ines• Part of this t o t a l has been used in imports of capital 
goods and services and 1,000,000 dollars in financing exports of 
manufactures produced by Peruvian enterprises. A further large proportion 
was used again to consolidate the finances of fishing a c t i v i t y . 

Suppliers credits are easy to obtain but involve onerous conditions, 
since they not only tend to add surcharges to the basic price of the 
product, but to carry, besides the interest for the supplier or insurance 
company representing him, a commission on the guarantee - always required 
in those cases - of an industrial or commercial bank of the purchasing 
country. 

3 . Other means of transfer of technology 

As a result of the active research carried out in the great industrial 
centres, the contribution of foreign capital does not or should not, only 
take the form of t o t a l or par t ia l financing for the projects which i t 
launches. I t i s , or should be, a decisive factor in transfer of technology. 
In some cases th is transfer i s a l l that i s needed for national capi ta l , 
unaided except in this respect, to set up important operations on i t s 
own account. 

Many manufacturing enterprises in Peru operate with foreign 
assistance, under their own or a foreign trademark. This arrangement 
i s based on a royalty which in same cases consists of a fixed annual 
sum and in others of a percentage on the costs or profi ts of the 
enterprises. These royalt ies are taxed within the oountry at a rate 
of 16 per cent . 

The results, from a technical point of view, of this sort of 
co-opération by foreign capital are t ruly eloquent. Peru has had 
several important projects ruined for waste Of technical assistance, 
while those which have received foreign aid of t h i s type have almost 
without exception been successful. In spite of the additional cost 
involved in the royalties the long term saving for the domestic enterprise 
i s beyond doubtj moreover, the introduction of manufactured a r t i c l e s into 
the market i s made considerably easier i f they are supported by the 
prestige of an internationally reputed trademark. 

M l . OTHER 
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VII. OTHER ASPECTS OF INDUSTRIAL DEVELOPMENT 

In continuing the analysis of the ins t i tu t ional framework of 
industr ial development below i t i s necessary to mention various fac tors 
which are none the l e s s important for being placed l a s t in the present 
discussion. 

(a) The entrepreneur c lass 
The industr ia l di rec tor c l a s s , of the sort which unceasingly seeks 

new markets and production lines and i s therefore constantly engaged in 
projects for expanding, improving and diversifying i n s t a l l a t i o n s , i s not 
large in Peru. However, i t may be unhesitatingly asserted t h a t , while 
limited in numbers, i t i s energetic in i t s conduct of a f f a i r s . This 
combination of factors gives r i s e to the system, whereby the same persons 
are concerned in several of the most important industrial undertakings 
of the country at once. 

This type of entrepreneur appeared in Peru more or less a t the 
beginning of the 4 0 ' s , and i t i s partly for t h i s reason that several 
of the older sec tors , such as t radit ional f ibre t e x t i l e s , tanning, 
footwear and wood, to mention only a few, are much less dynamic than, 
for instance, the chemical and metal-transforming industr ies . 

The energy displayed by the entrepreneurs of the f ish industry 
deserves special mention. They have started for the most par t , on a 
modest sca le , but thanks to the stimuli of a constantly growing market, 
t o the enormous fish resources of the l i t o r a l , t o persistant a c t i v i t y 
in making reinvestments, and t o a daring policy in accepting bank and 
suppliers1 c r e d i t s , they have made the fish industry the most 
important industr ial a c t i v i t y of the country. 

Peruvian entrepreneurs have shown themselves receptive t o 
industr ial development stimuli, 

(b) The working c lass 
The Peruvian worker i s potentially e f f i c i e n t . He lacks the necessary 

l e v e l of technical education and manual s k i l l and needs to be taught a 
sense of responsibil i ty , but i s clever and quick t o learn. 
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In absolute terms wage levels are low, but as productivity is also 
generally low the incidence of the former on production cost3 continues 
for a large number of industries t o be considerable« 

Owing to the annual growth in the numbers of manpower there i s a 
large supply of labourj, and since the number of jobs i s limited, the 
process of industrial development being slow, the worker tends to defend 
the s tabi l i ty of his job, considering i t s possession his permanent r ight . 
Unfortunately this attitude i s inconsistent with modernization and 
productivity increase» I t has particularly serious effects in the 
t e x t i l e industry where i t i s reinforced by; one of"the "strongest workers' 
syndicates» In this sector many programmes for renewing equipment have 
failed as a result of the resistance of the workers to any reduction in 
t h e i r work loads. This fact may be mentioned as one of the main causes 
of the high production costs of t e x t i l e s in Peru« The problem has no 
easy solution; only the achievement of a faster rate of industrial 
development with the corresponding increase in the number of jobs for 
the working classes can give any possibility of overcoming i t absolutely0 

To sum up: the attitude and situation of manpower has so far been 
unfavourable to the industrial development of Peru, as was seen above in 
the discussion of the development of the chemical industry. There exists 
the basis for forming an eff ic ient labour force, but the training 
involved in the development of t h i s basis requires time. Both private 
entrsprise and the State have important parts to play in this matter, 
the forms through voluntary and compulsory contributions towards the 
maintenance of instruction and advanced, training centres, and the l a t t e r 
through i t s policy for general and industrial education,, which i s now 
being fully carried out. 

( c ) Raw material resources 
Peru i s endowed with a^reasonable variety of industrial raw ; 

materials. I t . i s not a large supplier, except of.some few natural 
resources. But i t possesses a good many materials existing in quantities 
which, though generally two small to have much importance for the world 
raw materials market, are suff ic ient . to supply domestic industry, ' 
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I t i s estimated that an average of 71.5 per cent of the raw materials 
and semi-products used in industry are of domestic origin. This percentage 
i s high in comparison with those of other Latin American countries. 

In some cases, however, an accountof the small scales and, 
occasionally, great d i f f i cul t ies of production, extraction or manufacturing 
costs are high and the industrial ist i s forced to operate under the 
disadvantage of expensive raw materials. 

I t i s also worth remarking that the industrialist sometimes has 
more diff icul ty in obtaining national than imported raw materials. Thus, 
the l a t t e r can be obtained in batches over the course of the financial 
year, care being taken to.maintain at every amount a prudential reserve 
assuring the continuity of operations. In the case of the forms, how-
ever, since they generally consist of a r t i c l e s for which there i s also 
an export market and t h i s sometimes provides more a t t rac t ive opportunities 
for the producers than the domestic market, the industrialist must assure 
his supply for the whole year - this i s so with cotton and wool for 
example. This in certain situations can immovilize a large part of his 
working capital and more generally results in heavy interest charges 
from the banks or the exporter-producers themselves, 

(d) Power resources 
Elec t r ic power supplies are not a limiting factor for the industrial 

development of Peru. Nevertheless the supply for public use by private 
or s tate enterprises i s not equally efficient throughout the country. 
This usually forces industries in the provinces to rely on their own 
generating stations which have a capacity limited to their own needs 
and, consequently, high running c o s t s . 

But the power sold by the enterprises producing for the public 
benefit i s scarcely less expensive owing primarily to the relat ively 
high incidence of their fixed assets on the limited quantities of power 
which they usually produce. The resulting price of power per kilowatt 
in Peru, whether generated by industrial enterprises for their own use 
or purchased form generating enterprises, has discouraged several 
projects such as for electro-chemical Industries producing ferro-alloys, 
for which the country possesses raw materials in sufficient quantities 
and of excellent quality, 
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To prevent e l e c t r i c power supplies from limiting the industrial 
development of the country the Elec t r ic Industry Law, which sets up 
special incentives for the exploitation of this f ie ld by private 
enterprises, was introduced in 1955. The benefits resulting from the 
application of this law to the economy have already become apparent. 

The situation as regards fuels i s similarly unproblematic 
except in the case of coking coal , and some particularly of bituminous 
coal for producing high grade coke for iron and s tee l founding, for 
which no adequate deposits have yet been discovered. 

The supply of liquid fuels , on the other hand, i s sat isfactory 
in spite of the fact that internal demand now absorbs pract ical ly the 
whole domestic production of crude petroleum and derivatives, tested 
and developed reserves ensure a normal supply of liquid fuels for 
several years; and this i s apart from the possibil i ty of discovering 
and developing new petroleum and domestic gas reserves for present 
f ields of production in areas so far unprospected. 
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VIII. PERUVIAN INDUSTRY AND THE PK)SPECTS OF 
LATIN AMERICAN INTEGRATION 

In spite of the acknowledged need for Latin American integration 
and for industrial complementarity no concrete steps have yet been made 
in this f ie ld . The industr ial is ts have sporadically engaged in various 
projects involving international co-operation, some of which have 
materialized, but there i s no machinery for ensuring the continuity of 
such e f f o r t s . I t may be said that the fishing industry has shown i t s e l f 
in this matter the most energetic of Peruvian.factory a c t i v i t i e s and 
offers the best prospects of an active approach to th is important problem. 
I t has been from the s t a r t concerned primarily with export trade, and i f 
I t has been capable of gaining markets in North America, Europe and Asia, 
i t i s also capable of making an impact in the Free Trade Zone, especially 
i f the market i s opened to i t by the lowered t a r i f f s specified in the 
t rea ty . 

The attitude of almost a l l the other sectors i s cautious in the 
extreme. But anyone who has been successively present at the four 
negotiation sessions of AIAI£ will be able to confirm that this i s by 
no means exclusive t o Peruvian industrial entrepreneurs. I t appears 
to an equal extent among the entrepreneurs of other countries, including 
those of the most industrially advanced of the region. 

In the f i r s t negotiations the.calculated average of the t a r i f f s 
established by the t reaty was reduced by the inclusion, in part icular , 
of a r t i c l e s already forming the staple of commercial exchange (most of 
these being products which, previous to export, undergo a very small 
degree of manufacture). Trade in new industrial products i s s t i l l 
meagre and, as the l i s t of these a r t i c l e s i s already pract ical ly 
exhausted, i t has become necessary that the governments concerned make 
a p o l i t i c a l more providing further stimuli for new forms of trade, and 
that under this.encouragement the forces of production converge towards 
a real integration of Latin America, 
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Foreign capi ta l has not responded, by making larger investments in 

Peru, t o the p o s s i b i l i t i e s of new industrial undertakings opened t o 

i t by the Zone, and there are no grounds for believing that the other 

countries of the region have fared much better in t h i s respec t . Perhaps 

t h i s i s quite jus t ly due to; t;he-great-, extent tovwhich the Zone f a l l s 

short of being a genuine regional market capa&Le òf assuring a suff ic ient 

demand for the productions of large-scale i n s t a l l a t i o n s , which must have 

markets over several countries i f they are to"operate a t f u l l ' c a p a c i t y . 

Perhaps i t i s also due t o the fact that "the investment opportunities 

provided by countries in other regions such a's Westérn Europe òr Canâdâ 

s t i l l remain more profi table and seem t o investors t o involve less ' 

r i sks for foreign c a p i t a l , v -

The domestic organizations aòting^às à central -dff icë-fô* contacts 

between the domestic 'esonomy and ALAÏJC i s "the Peruvian Free Trade ' 

Association, which i s made-tip of representatives from both public and 

p r i v a t e ' s e c t o r s , National Society 

of Industries, also take part iri discussions on l i s t s of orders and 

supplies, lastly^ ân AMIC :departa»ht has :been set tip within the National 

Ins t i tu te an organization linkechto the-'Iridustriail Bank of Perù - vMch 

i s designed t o provide technical assistance for i n d u s t r i a l i s t s and t o 

lcok out for projects channelled through INPI or the Industrial Bank 

conceivfed'oh a regional rather than dòmestie basissi • • : 

So far !tHèeffoirM''nade'towards• eetab!Usbing?'-netf:or'eâetiwidiftg'-•••'. 

exist ing industr ial plantâ with the intention of gaining the" marketa 

of thè Zòne havé beèn'r very s l i ^ i t , ' ; - •••::• . Ì -

The creation of the Free Trade Zone has had repercussions" òn t he ' 

re-equipmént of domesticindustry. Many entrepreneurs^ to'defend 

themselves a g a i n s t / as- they thought, thé immiserii competit ion of the 

more advanced countries of the Zone> stepped up thei r plans for 

reinvestment in' modern machinery of larger capacity . This has "been" 

p a r t i c u l a r l y apparent i n ; t h é t e x t i l e , pulp and paper, and edible f a t s 

and o i l s industries , and i n some of the preserving industries . I t i s 

very d i f f i c u l t , however, to-est imate- to what extent th is process i s 

due t o the influencé of the èstablishmènt of the Zone ând t o what extent 

simply t o internal-compétition", . r. r . :: 
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