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EXPORT GROWTH TN THE NEW WORLD ENVIRONMENT:
THE CASE OF LATIN AMERICA *

Summary

In 1973 Latin Americs bed reached a relatively atrong posigi@m fox
adjusting to the problems csused by the increase in oil prices asnd the subge-
quent recession in the industrisl countries. The growth of exports, especially
of manufactures, had accelerated; the resource gap had been reduced to only
0.5% of GDP; czaditwozthiness wae strong and external capital was available
in lgrga amounts and on relatively ﬁavor&ble terms. ' fa the 1974/75 recession
azrernal credits halped make the adjustmant process prcceed wore emoothly,
fivancing imports and 1nvestmanga at bigher levels fhan would otherwise have
been pgasiblee At the same time, howevér, éxports decglér&ted in 1974 and
fell in 1975, and external debt ~- which &d increased in line with exports
in previous years -— rose sharply Wh;ie térms har&ened; ‘In the adjustment
proceas those couatriea gaxed_best which had beén sﬁcéééaful in divevsifying
exports, and continuedlto enééﬁzaga eﬁpo#té, particulérly by flexibility ia

their exzchaunge r&tes as an offzet t@ domestic inflation. Lags in sdjustment

measures turned out to be costlyD aspeci&lly in terms of debt gccumuslated and

investment opportunities foregoneq

While fim the 1974~1975 recession manufactured exports gemerally
declined less than those of the wmore traditional staple products, the exports
of many industrial products also decelerated and some even declined, while

certain non-traditional agricuitural exports performed better than manufactures

®# Messrs. Steven Foley and Guillermo Marmol provided research assistance
in preparing this paper.
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Exports suffered least, and in pfevious years had often increased most,
where multinational firms provided marketing channels; this wﬁs egpecially
true im Brazil., Furthermore, gemeral ;xport incentive measures, those
affecting a broad ramge of export products, imcluding in particular flexible
exchange rates in an inflationary environment, were essential in achieving

& dynamic export performance. '

In the years ahead, Latin America will need to adapt itself to
major shifte in {its externmal position -~ e.8., those caused by ﬁhé higher
cost of oil, the increased external indebtedness of some countriesland the
pressure on avallable capital resources, the possibility that'ﬁhelinte:-
national environment will be lese favorable to export growth, changes in
comparative advantage and the development of‘new éxport products, including
major new resourcembaaéd e#ports. For the maintenance of a viable balance
of payments in an environment of growth and continued structural transfor-
wation, a resumpticn of the export momentum is crucial. The projections
underlying the analysis in this paper aseunme that total exports will resume
their growth, amounting to some 9-102 by 1980 and subsequent years, with
manufactured exports growing by 10-13% in vesl terms. These are good growth
rates, but lower tham those achleved in the early 'seventies. Manufactured
export growth will not be gufficient to cover the increase in lLatin America's
foreign exchaunge needs. "It must be supplemented by development of resource-~
based exports (é.g}9 in Peru zZad Colombia) as well as sgricuiltural exports,
especially from Argentina, Brazil, Colombia, Paraguay agd Uruguay. Without

export growth of these magnitudes the growth of GDP would fall below 6-7%,
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the rate regarded as & tolerable minioum if Lacin America is to achieve &

reasonable improvemant In the standard of living ot ite lowest imcome ZEOUPS .

_The realization of these gzaw?h rateslﬁillg Lo & very c@nsiderablé
extants‘depend on extexngl market conditions and ﬁhé ability of countries o
cootinve divexrsifying gheir manufactured exports. Tﬁe denand of iﬁdus&rial
countries (which taks some 60% of La;in American maaufacﬁured exports) is
expected to remain ressonsbly stroag, bué not éé stéong as in the early
‘geventies, Th%ix growth perfoﬁmance may %e‘dampemed by comceén with persis-

tent inflatiomn. Liberalization of tariffs and other restrictions msy be

tempered by the prevelemce of unemployment at rates higher than those in
1960-73,

| A uaﬁ Brookings Institﬁta atuéy eatiﬁaﬁeg.that the pew Tokyo Round
of tradernegotiations éﬁuld 1nduceglby the aéﬁly ‘eightiea, an innxeése in
LDC exports equivalent to 3?63 @frtotal 1974 axporﬁao‘ ifn as is likelyg
textilelim@orta would not be significantiy l;berﬁlizéd, the impact of new
liberalizgtiomrmeaauras wcui& be only about 3% of total- 1974 exports == thie
would be equivaleﬁ; te 12% of menufactured exports, i.e., about ome yaar of
prbjected growth, a not inconsidersble impact. While LDC's have increased
their shaxes‘of import markets in developed countrias,'pérticularly for items
which gfew most zapidlj in thé past decade, théit shares of total wmarkets
are as y@g small: there is mﬁch scope for substitution of imports from LDC's

for products from developed countries.

If\high growth rates of manufactured exports are to be resalized,

countrigs will nave to develop new specialties and products. For some of
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these, such as non-elecivical machinery and other capital goods, market poten-
tials are large. In these new lines adjustment problems and labor displace~
ment in the importing markets may be less or could be overcome more easily
than in such items as eutomobiles, textileﬁ and leather goods. Exporters will
need to be free and eﬁcouragéd to gsearch new markets an&‘develop new proéucta
— hencé, incentive.measures should gover a broad spectruﬁ. The experierce

of the past eight years, in which the leading exporting nations developed

very raplidly a wide range of new iltems, augurs well for ﬁheir abllity to com~-
tinue doing so, provided of course, that policies will encourage tﬁe necessary
investment and marketing efforts asz well-aé the absorption of-new technologies

available from abroad.

Progress made in the establishment of outward-looking policies has
been very substantial since ﬁhe‘late ‘sixties. in thé lLast two years, as
part of the adjustment to'tﬁe”ratession there have been somé setbacks in &
few countries, Sut it can be.aééumed”that these are temporéx? phenomana. At
the samé time, however, it is poésibie that.the éontrol‘of'domesiic price
increases -lin several countries well abovertﬁe:rate of internatinnal infla-
tion - could rum contrary_torﬁhe‘flexible exchange rate policies which are
an essentlial part of amy expo?t poliéf in an inflationary enviroument.
Furthermore, resource-base& export projects are less dependent on domestic
jnput and labor costs, and éxchange rate flexibiiity may seem‘iess important
for them. In Brazil, and elsevhere, the development of import substitution
" industries (capital goods, fertilizers) inltiélly producing primarily fqr the
domestic market may also, in the present stage of development, be less depen-
dgnt on favoréble ezport policies and hence, involve a trade-off with these

policies.



The growth profile, emvisaged in the projections for the next 5
years or 8o, suggeste that_gompared with th@izlr@lativaly agLrong p@aiti@n in
the early “seventiesa_Lgtin Americen cauntri@aﬁmgy be more vulpersbic to a
recession in external demand: ¢helr debt buzdems have lacreased snd capital
zay be avaii&ble on less favorable terme; their exports would be groving
less rapildly; and their imports ars emsller in relation to GDP, and hence,
may be hazder to “compress”. Th@yl&z@ mow slso exporting & larger shere of
their manufactured goods to jodustrial markets than in the late 'sixties,
and the same forces drawing latin America into the world economic aystem
will continue to be stromg. A3 a coumterpart, exports to the Reglon have
lagged behind exports to industrisl countries, snd the proportion of exports

golng to LAFTA has declined significently.

The grester vulnersbilicy to external fluctustions emphasizes che
impeortance of compensatory finsmeing, both private and publie, puttiag
coutitries in & stromger positiom to develop export industyies alomg the most
economlc linmes. Furthermore, im the interest of vigorous and wore s¢able
growth, exports might best be directed te the éost rapiély growing wmavkets.
This would include the reglopal mavket, since the Latin Amevican ecomomies

are projected to grow st rates 40-50% or s¢ above the CECD countries.

Given differences in location amd transport costs, ragional trede
will pecessaxily continue teo be distributed quite unevenly over various
councries. And so will the measu%ea taken to encourage it. Stiﬁulation of
exports within the region should cover both agricultural and industrial pro-
duétse Exporte of the former would exploit the comsiderable differences in

natural endovments existing even among neighboring countries. The emphssis
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on regional exports of industrial products would involve development of
greater complimentarity of export production. This is envisaged in the
programming of key industries in the Amdean market, which over the longer-

term could be as important as the liberalization of trade.



EXPORT GROWTE IN THE NEW WORLID ENVIRONMENT:
THE CASE OF LATIN AMERICA

Over the pastlLO yearslmost Latin Admexican aéumtries have, to an
increasing extent, pursued measures to expand and div&raify exports. Thees
policies, together with a g@neraily favorable external emvirommsat, made
possible export growth rates im 1968w§3, the magmitﬁde‘@f which had not been
foreéeen by most amalyste. The @xp@f% gzowth-gr@atly emhanc@d-the econvmle
strength of the Laéin fmerican countries = it inexeased thelr ereditworthi-
ness fof substantially higher enternsl borrowimg, which im tura helped

finance larger imvestments in imdustry, mining snd inﬁzastru@@ura;_ané it

greatly improved theiz capacity for adjusting to the adverse effecte on their

external financial positiom of the 1974~75 recession in the industrial

countries.

 Continuscion of export growth and diversificstion will vically

affect the growth prospects of the Laéin American countries over the next
5~10 vears, their abiiity te é&ju@@ te the changes in ext@rnal'?riceg demand
and supply velaticmships which have occurzed since 1973‘§ad to cbtain adequate
amounts of external fimancing. At the same time, however, the very changes in
the extetna; envizoament are putilag pressures on the outward-oriemted pelicies
adopted in the late ‘sizties, and international conditions for the supply of
capital snd for export growth may be lesg favorable than what they were im the
early 'sgeventies.

Thié paper seeks to assess the role contimued export growth must
play in Latin America’s development and how export policies can best be adopted

to the changes in external as well as domestic conditions which have occurred

since 1973.



First, the paper focusses on developments im 1971~75, with special
emphasis on those féaturas which are likely to have a bearing on the pattern
and 1ével of future growth. What were the factors behind the export accele-
ration? What role did exports play in ensbling countries to adjust to the

1974~75 recession and how did manufactured exports fare during the recession?

L3

Secondly, it considers the role of exports and ezport policies inm
Letin America's growth during the next 5-10 years. What minimal export
gx:wth rates must b2 achieved in order to maintain a viasble external position?
Cen these rates be realized? What are the factors causing a slow-down of
manufactured export growth and a chenge in export coméosition? What do these
factors imply for export bolicies and whét are the pressures on these policies
and what will be the case for special incentive measures? What will be Latin
America's sbility to malntain some maasu%e of s8tability in its ezternal pgyments

position and cope with the effects of fluctuations in external demand?

Thirdly, it considers the role of intra-regional trade in recent
and prospective export development. BHow was it affected by the acceleration
in exporte and what contributlion can reglonal markets make to, export growth

and countries' ability to cope with external fluetuations.



I. Developments Im 1971-75

Table 1 suwmarizes the major clemznts in the GDP, Balence of Pay-
rents and Exterosl Debt of ten Lacin Amgricah,cauntriesij, which account for
some 84% of total CDP of countries in Latin America and the Caribbean, 73Z
of exports (excluding the oti exporters Venezuela, Ecuador and Trinided and
Tobago) and SQE‘QE externzl debt {(agaim excludimg these oil eXPOrters).

Mejor characteristics of growth tremds in the first three years, 1971-73

{i.e., those preceding the ipcresse im oil priées and the OECD recession)

ares

(a) Crowth in GD?, exporte and agﬁecially‘mamufactured EXPOrTs
ware accelgrating to high levels not schieved in previcus years. In 1973
GDP growth averaged ovar 8% for the ten coumtries, and manuféctured exporte
grew by 31.3% in real terms. These growth parametersz reflact the progressive

integration of wajor Ilatin Americam countries imto the world economy. (trade,

‘investment and finance).

{(b) As GDP growth accelersted, the ratic between imports snd GDP
remsinad stable and the resource gap dwindled to iess than 0.5% of GDP ox
barely more than $1 billiiom im 1973.

{c) Terms of trade improved by more than 8% in these three years,
despite the sherp increase iw import prices associated wi;h the higher odil

prices and world inflagiom.

The acceleration of export growth was most marked and sigonificant

for manufactured exports. Manufactﬁred exporis by LAFTA increased by an

1/ Argentina, Bolivia, Brazil, Chile, Colombia, Dominicsn Republic, Guatemala,
Jamaica, Mexico and Peru.



average annual raté of 39.8Z7 (in current dollars), with rates for the four
countries sﬁawn in Table 2 renging from 34.5% for Argentina to 52.22 for Erazili
The growth reached & peak in 1973, when it amcunted to 31% in real terms for

the ten countries shown in‘Table 1. This growth covered a broa# range of items,
e.g., light and heavy consumer goods, machinery and electrical equipment. _
Many of these items started from a zero or very smsll base in 1968 and reachgd
substantial amounts in 1973. Annex Table 7 shows twenty-sixz such export items
for Brazil, some of which grew to almost $100 million by 1973. Similax obéérvaé

tions can be made for Argentina, Colombia apd Mexico (Cf Anmex Tables 8-10).

The major factoxrs underlying the acceleration of manufactured exports
were: 7

(a) Major Latin American countries had significantly changed their
foreign exchange rate policies (especially Brazil and Colombis who intro-
duced flexible exchange rates in 1968) and/or adopted effective export inceo-
i/ |

tive msasures.

1/ "Exchange rate flexibility" in this paper means a policy of adjusting exchange
rates, frequently if necessary, to the pace of domestic inflation, maintaining
a8 a2 minimum the real purchasing power parity and permitting the exchange rate
to play a central role in resource allocation. (Generally eharacterized by
Phase IV of the NBER project; Cf Jagdish N. Bhagwati and Amne 0. Krueger,
Exchange Control, Liberalization and Ecopnomic Development, Am. Econ. Rev, May
1973.) Brazll is one of several countries which relied on a mixture of exchang
rate, fiscal and credit measures to stimulate exports. '"When we incorporate ou
measure of the incentives into the discussion of the evolution of the real
exchange rate for manufactured exports over time, we see that the varlous in-
centive instruments have more than offset any declipe in the real exchange rate
since late 1964.... While exchange rate policy since 1968 has been used to
gtabilize real exporter remuneration, flscal policy has been the instrument by
which such remumeration has been increased." (William G. Tyler, Manufactured
Export Expansion and Industrialization in Brazil, Tuebingen, 1976, page 222.)




(b) Their industrisl production snd merketing ability had
reached a stage where they ware able to achleve significant export growth.
A substantisl part of their export production and marketing was @rg&ﬁiz@d
with the sssistance of mul&ina&i@nal companiesaij In fact, exports imcressed

most, to countries where these companies provided access to extensive merketing

and retailing facilities (see Sectiom I1XII).

{c) Hazket conditioms were favorable, partly beceuse of goed busi-
ness conditions im the customer countries and partly because of the sffects of
import liberalization aué preferential ¢ariff arvsagements. A1l of the U.8.

and other CECD countries were emjoyimg good business conditions simmliemcously.

{d) Coumtry chavee im import markets were still relegdvely low at

the start of the period.

Latin Americam countﬁiaﬁ‘éere severely hiz by the increase in @il
prices snd the subsequ@nt 1974=75 t@cesai@mg especially those not self-
sufficfent in oil and which had, through diversification into manufactur@é
exports to industrial coumtries, bacoms even more lategrated with the world
econoﬁy° Notable examples ave Brazil, Chile and Uruguay. Although prices for
major commodities, especlally agricultursl, did mot move gttictly parallel 1in
the most recent cycilical downtufmAw- wﬁth weathar conditions even causing locresses
forlsome {(e.8., sugar and coffee)‘mw demand forx manufsctured expcrts'did

generally decline or decelerate.

1/ See G. K. Helleiner Manufactured Exports from Less Developed Countries zad
Multinational Firms. The Economic Jourmal, March 1973. Tyler, opt. cit.s
page 148, states that mulcinational firms accounted for 43% of 211 manu-
factured exports of Brazil in 196Y. TForeign firms were most important for
the machinery and transport equipment category, for which 76% of all 1969
exports were undertaken by foreign firms.



At the end of 1973 most of the countries were in a relatively strong

position to cope with the adverse impact of the OECD recession:

(a) Exports had been rising dynamically snd, in fact, the year-to-
year increases in export earnings covered a substantial porticnm of total ser-
vice payments on external debt. (For example, in 1974 the increase in Brazil'g

exports of goods and services was equivalent to 73% of its total debt service;

for the ten~country group the figure was even larger: 113%Z.)

(b) The debt~service was relatively low -- e.g., the debtwserv;ée
ratio was 22% for the tem-country group in 1974 compavred with 28% in 1971.
&lthough total debt increased sharply im 1974 (and terms'genetéily hardened
in 1975), the increasze in service payments lagged behind and in fact these
payments declined in relation to export earnings. Hence, countries were in
a strong position to utilize the 1arge amounts of private credits available
for financing imports &nd invastments while taking the necedsary ghort- and
long~term adjustment measures.

{c) Iwports were at a sufficientl} high levei in relation to GDP '

. _

that some compression could eventusily be achieved without séverely endangering

longer—-term growth.

In the first phases of the 1974-75 adjustment process most éountfies'
imports did, however, increase faster than GDP == notable exceptions being Chile
and Colombla. External capital helped countries to continue 1ncreasing their
imports and hence make the adjustment process smoother than it would have been
otherwise. Between 1973 and 1975 import pay&ents increased by $16 billioﬁ\fbr

thello—country group  {or by:702), the rescurce gap increased from $1 billion to



$10 billion (or 2.8% of GDP) and external debt imcreased from $22 billiom ko
$48 villden,

& notable feature of the capital inflow was the increased importance
of private credits. The net inflow of capital from private sources doubled
batween 1973 and 1975 to §8.4 billiion. The share of privece credits im tetal

external debt increased frem lees than 49% im 1970 to 71% in 1975,

Up to 1274 the growth of ezternal debt, whils rapid, wes roughly
in 1ine with the growth of exports. Im 1967-70 external debt increased by
12.67 per emnum while exports carnings geew by 12.2%. As expores a@c@l@x&t@d-
in 197L-74, so did the growth of éﬂtefnal debt = 29% perx somum growth for
exports &8 against 23.5% for exsternal d@btoéj In 1974=75 ap exntevpal eapital
wag uvsed in part to help offset the adverse balance of payments effects of the
receseicn, externsl debt incressed more xapidly chen exports: debt increased
on average by 29.1% per anpum 28 ageinet growth of exports of 15.7Z. Im

addition, in 1975 terms of private credits hardened mirkedly..

Menufacturaed Exports in the 197&»?5733cession

Some shservations on the bebavieor of menufactured exports in the
tuo recassion years arve useful; even if ipcomplete and tentative, for uwadex—

standing the issues confronting countries in their export strategy.

First, in yeal terms exports decelervated warkedly. Table 1 shows -

real growth rates of manufactured exports of 31.3% in 1973, 8.2% in 1974, and

. .

1/ The figures in this sentence and im the previous one are for a group of
18 countries: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, El1 Salvadox, Guatemala, Guyana, Honduras, Jamalca,
Mexico, Nicaragua, Panama, Paraguay, Peru and Urugiay. The 1971-74 dats
for the l0-country group of Table 1 would be 29.5% per aonum inczease in
exports and 29.0% in external debt.



4.2% in 1975. In current dolldrs exports increased by 53.9% in 1974 and 7.2%

1 1975.%

While the 1974 and 1975 growth rates are clearly more favorable

than those achieved for traditiomal stsple products, they are sharply lese than
the 1971-73 rates, and the experience of some countries and commodity groups
suggests that certain manufactured expor;s also suffered considerably, both'in
terms of volume an& prices. In Coloﬁﬁia, for ezample, the increase in volume
in 1975 was more than offset by the dgcline in unit valuesz; non-traditional
agricultural exports did hetter than mannfactured gooda. In Brazil, while
unit prices of totsl exports increased by 0.7% prices of manufactured

exports declined by 6% im 1975 (aB against a 44% increase inm 1974) and prices
of semi-processed goodsgj declined by 18%. Expo:t'prices of capital goods =-
a rapidly growing category - declined by 3% (as agaiast an increase of 213

in capital goods import prices). In general, ezports of the more *traditional”
items (aboes, textiles, wood products) did not do well ~— these also tend to
have the Larger market shares in the U.S. Those produced and marketed by the;

mltinationzls (automotive products and machinery) gemerally did better than

other exports.

Policies affecting gemeral price competitivenmess clearly had an
effect on the behavior of manufactured exports im these recession years. This
is apparent from a comparison betwsen Chile and Uruguay, on the one hand, with

Mexico and Peru on the other. In Chile = which had real devaluation of 377

1/ These percentages are for a group of 5 countries. Brazil, Chile, Colombia,
MEXiCO and Pem- ’ "

2/ Iocluding, among others, cocoa butter (20%2), soybean oil (31%), castor
oil (31%), pig irom (24%), and wood pulp (27%).



in 197475 — manufactured 2uports increased from $226 milliom im 1973 to

$675 willion in 1975. Continuation of ¢his gruwth.trepd, even at a slovwer pace,
would significently change and echsnce Chile's development pattern and prospects.
Likewise, chamngee in Uruguay's policies (emchauge rate flexibiliry, expozt
subsidies 2nd import liberalization) wade possible an increase im non-traditiomal
exporte by 502 in 1975, thereby offsé&timg the decline in exportz of meat and
wool tops caused by EEC restrictlicms aﬁd other advarse market coaditioms.
(Noo~traditional exports as & percemtage of total imcressed from 183 im 1973

¢o 45Z do 1975.) On the other hand, Peru and Mexico, counitries which contlaued
a fixed rvate policy in an inflationary environment sufferxed relatively large
volmﬁe declinas (14.7% for Mexico im 1975 and 27.9% for Peru). And Mexlce's

shaye of U.S. imports temded to deéliﬁa in both yeérso

The conclusicus smerging from th@seﬁgzelimimary obae;vaticna are:

(a) Genmeral policy measures, espeéiaily concerning sxchange rates
(but_alaa‘imveatmamt policies in th@'privafe sector) were important in echiev-

ing export growth in the adverse cenditioms of 1974 and 1975.

(b) Mangfactuied exports, while faring better than moot staples,
were adversely affected by the vecesgion. Some sub-categories did better
" than others, but gemerally industrial exports slowed down markedly and prices
of many products declined. Amd in asome countries non-traditiopal agricultural
exports out—-performed manufactured goods. It Woul@.seem that in these
circumstances geveral ipcentive messures = those affectimg a broad ramge of

exports — are bettaer than those narrowly focussed on selected items.



I1 Future Export Growth

Main Characteriscics of Growth

The projections im Table 1 for the group of 10 iatin American
countries sum up those p;epared for the individual countries on the basis of
uniform assumptions about the external environment (e.g., demand in industrial
countries, prices of raw material exﬁorts;‘imternatidnal-1nf1a£ion). Country
growth rates reflect growth potentials and strategy, imvestment and export
plans and policies as well as the necessary sdjustments in the.balance of
payments duriﬁg the projection period. The projeétions briag out certain key

issues to be considered ia an export development policy: .

(a)._A resumption of expo;t‘growth aeeﬁéjéésehtiml f;rAdevelopment
" in the pext several yesars. Exports have ﬁecame a ieading sector in Latin |
America's growth. And they are fundamental for maintaiﬁiﬁg countries’
abilities to obtain and service adequate levels of external capital. The
acenarioc prggented_in Table 1 assumes that real growth of total exports can
reach 8~10% per annum - reﬁlgctgng g;owth ;f all major categories (égricul-
tural, mineral and manufacturﬁgg); maﬁufactﬁ;ed equrté would grow B; 10-1i5%
per annum, a good growth rate, but below tﬁékauper-ércwth levels (23?)
achieved in the early seventies. Terms of frade are projected to improve only
marginally for the remainder of the decade. FExport growth lower than the
projections would depress GDP growth because of the direct impact on the
export sector, and the reduced foreign exchange availability; capital inflows
would also be adversely affected, thus intensifying the cut in external

resources.
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. (b} The projection assumes that imports csn be reduced from L1%
of GDP in 1974 and 1975 to rathef less than 97 by the late seventies. Descline
in the isport ratio would scem to be possible, given the posgsibilities of
adjusting to the new external enviroument (which ic some countriszs has already
entailed some real devaluation of the exchange vate) and the plans for impoxt
substitution projects, especislly im Brazil {@agng‘@apital soocds, fertilizer
and steel).

(c) Overall growth would accelerate vo 6=7%. Sisuificantly lower
growth rates would not be cowpatible with the objective of lumproving the

Living standards of the lowest incoms groups.

{d} Om this bhasis the externsl rescurce gsap would declime progres-—
sively (from 2.8% im 1975) amd turn into & small surplus aftgr 1979. This
turn=-around, if &chieved)amd sugﬁainedp wauldu_of g@ufs@; &e.mhe gingle most
importaat factgr iﬁ_cgnmaimimg the budld-yp of.external dgbto Interest on
debt @utstanding has tisen*subatam&i@lly in th@-lasa few years == b@c@uﬁe of
both the h&rdemimg of texms and the nighgr level of debt =~ end is expected to
remain & substantial charge on available resources ($3.5 billiom im 1975 amd
$7 billion in 1980). In all the build-up of extermal debt would decelerate
in zelation to export earnimge — 12% per ammum growth inm 1975-80 im debt as

against 18Z in export earﬁingsa

Balance of payments snd growth prospects are, of course, highly
sensitive to increases in petrecleum and mineral production. Without substan-
tial new olil production, countries that are now seli-sufficient im dil9 or
nearly so, would have to increase their imports substamntlally. Mereover, in

most countries other than the petrcleum exporters, increasad exports of
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mineral prodﬁcts will be fundamental for the ﬁaintenénéa of the growth momentum
achieved in the past decadea. Tﬁie is, for example, true for Peru and Colombia
(phosphate, coal, nickel, copper, and petrochemical developments). These pro-
jects will require substantisl external capital investment, many of thch will
not bear fruit until well into'tﬁe 'eighties.‘ In Brazil both major égﬁicultutal
export increases (e.g., soya beanmj énd miceral exports (e.g., irom oré) are
key elements ju the export growth scemario. Besides Brazil, agricultural
exports will play a key role in Argentina, Uruguay, Paraguay, and Colombia.
Mineral and agricultural products are essential in supplementing the potential

growth of manufactured exports.

External Factors Determining Export Growth

Given the uncertainties surreuadiﬁgﬂémy foreéast dependéﬁt on as m&nj
vari#hles as 1LDC exXporce, én& the poor vecord ¢f most past projections and -
forecasts, iﬁ is, of ;éhrse. futile to claim precisi&n fof the projéctioﬁé
underlying Table 1. Yet, ceftain identifiable changes in the majbr.factors

piﬁpoint-several of the pollcy festures of interest to LDC export grbwth.

Growth rates in customer countriles, further liberalization and

shares of LDUs' products in importing markets are crucial external factors.

Officisl projections suggest that the growth of industrial markets

in the late "seventies would be about the same as the favorable 1971~73
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1/

record.™ Yet, one can bave doubs as oo the realilsm of these projections
for planning industrial export policiea. The industrial countries are stlll
suffering from higher unemployﬁent and Inflation rates than they experienced
in the early 'seventiece. While inflation at‘presemt is lower them im the
previous 12 monthe, concerw with further reducing inflatiom <= centioues Co
be a central elemznt in the policles of majoﬁ industrial couatries. This
concern can hardly be conesldered s passing phenomenon ag the persistence of
infiscion mays'im fact, be influenced by desp-sested structural, Iinstitu~-
tional and social fsctors: gome of the industrial countries appesr increas-
ingly to suffer from diﬁficultias in resolving conflicting claims oo svall-
ghle resources. In such an eaviroument, stfempts to hold back inflatiocn are
bovnd to dempen growth performsnce. Paradoxically, such restraint oa growth

iz tsking place in an environmeat of higher upemploymenz thewn what was

experienced in 1960-73.

Even at a somewhat reduced growth rate the combined OECD parlet
would remﬂﬁnra mejor growth facter for Latin Amsvican expovis. This is true
in pgrticular when acgqunt ié taken of its 1g:ge abso;ute size, the velatively
high income elastlcity of imports, and the ﬁéssibil@ty that countries will start

‘ 2
exporting new products, e.g., non~electrical machinery, to this market,wj

1/ The growth rates of the recovery years, 1976 and 1977, are most likely to
turn out higher than those of the recession years, 1974 and 1975. For the
intermediate term outlook a comparison between 1978-80 and 1971-73 is more
veaningful. TFor thase years the actual figures and those projected by

QECD are:
1971~73 1978-80 1981-85
u.s. . 5.3 4.8 G5
Japan 8.7 6.8 6.4
Western Europe ' 4.2 4.8 4.6
QECD Tetal 5.1 5.1 4,9

2/ Based oun an analysis of data of manufactured exports of Hong Kong aund on
studies of the U.S. and West German markets {by M. E. Kreinin and Hans H.

Glismann). Donges and Riedel (opt. cit., pp. 38-32) point te an income
elasticity of about 3.



Concern with unemployment is bound to mske industrial countriss more
sensitive to imcreases in imports of lstor-intensive products as wall &8 other
products where imports offer severe competition to existing domestic industries:
Sensicivities of this kind mway be important even if the demonstrable employ-
ment sffecte of further import liberslizaticm are small. This may be particu~
larly relevant for the products whose exports grew wost zapidly in 1967-73,
and in which margat shares have increased substantially {viz, clothimg, teztiles.
wood and leather products, elsctrical machin@ryéj}. Only & relatively small
group of products (clothing, textilesz and electrical machinery) meke up close
to half of totai LDC mapufactured exporisg = &ad for these import markst
shares in the major customer countries (U.S. and Japan) can no longer be
regarded smsll. On the other hand, a mere b&aic'consideration is the share of
importe from LDCs in che totzl market of the developed counmtries. These total
market sbhares are still smell for moet products, altﬁough‘for some of the
wost vapidly growing LDC export products they have incressed significantly in
the last decade. LDC expoxts have pzogmeaaively diaplaced imporﬁs from devel-
cped countries in a dynamic process of adapt&ticu to shiiting comparativa

_ [ _
advantage. In particular, total market sharwﬁ of LDC s are sa yet negligible

1/ In the U.S. import merket LUC shares have incressed significantly for
several commodities:

: 1967 1974
Clothing &0 74
Travel Goods and Handbags 33 68
Wood and Cork Manufactures 38 35
Electricsl Machinery 10 45
Textiles 40 45
Leather and Products 24 : &3

Cf Donald B. Keesing and Phi Anh Plesch; Industrial Countries' Manufactured
Imports from Developing Countries, mimeo. IBRD, May 5, 1976, Table 6.



for non~electrical machinexy and other capital goods —— products which

could be the spearhead of new export growth phase of key LDC”S»gJ

In the 'sixztiss and éarly ‘seventiea, LDC exports bensfitted
considerably from the Kennedy Round of iiberalization of import tariffs
and reatrictiomsogf. The effects of further trade libexalization may well
be slower, in particular, in those .c&tegariea in which LDC exports in the
past 10 yesrs emjoyed the most spectacular growth. Cline and Associztes, im
a8 Brookings Imstitution study, conclude that the pres@nt'f;éyc Round may
regult 1o 60Z cuts in tariffs and agriculcural non;tz@de tariff beaxriers
which "would probably incresse esporte of the developing countries by $2.5
billion and $0.5 billior respectively (in 1974 wvalues), raising their zanual
pon~oil export earninge by sowewhat move than 31,“Although poldtically ualike-

ly, 2 similar liberalization of textiles would add another 52.3 billion in ex-

port gains, raising the total gains from import liberalizationm to epproximately

L/ The relatively small total market sharee of LDC's -apd the role of
country substitution (iwports from LDC's displacing those from developed
countries) are emphasized in Juergen B. Donges and James Riedzl, The
Expansion of Mamufactured Exports in Developing Countries: 4n
Empixical Assessment of Supply and Demsnd Issves, Kiel Instituce of
HWorld Economics Working Paper No. 49, June 1Y76.

2/ Cf J. M. Finger, Effects of the Kennedy Round Tariff Concessions, The
Economic Journal, March 1976. This article also poilnts ocut that the
success of manufactured exports from LDC's resulting from the tariff
cuts suggests that LDC's benefit from genmexal (m.f.n.) tariff reduc~
ticns, and that a system of general preferences may not be im their
long-run advantage. This comclusion is also stated in the Brookings
Institute study gquoted below. o
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6% of nom—oil exports.ij

‘A 3-6% effect — and 32 would seem wore certain than 6% -- is
only a fraction of the year~to-year total export increase projected for the
major Latin American countries in Table 1. én the other hand, the liberali-
zatlon effect, exlcuding textiles, computed by éline and Assgociates, is
eguivalent to one entire year growth (12%) pxnjéctaﬂ for total LDC magufac*

tured exports.

- Absence of retaliation agalnst vigorous LDC export policiece wmay,
for some products, be a more impoxtamt factor in prospective export growth
than new. liberalization weazsures. Given the sizable market shares achieved
in some of the most repidly grovwing categoxies, impottiﬁg countries may be
sansitive to further imcreases. As already poted, this will be particulaély

true if countries continue to suffer frow upusually high unemployment rates.

The major comnclusion which @m&rgéﬂ is that dynm@ic gfowth of
manufactured exports will need éo be acccompanied by continued diversificé—
tion into néew items —- especially those where even the majoxr LDC'se (Brézil.
Korea, Taiwan) are yet in‘the very early stages of de§eiopment.g/ These
new exports —— capital goods, non-elecirical macéinery and other technologie-
ally more complicated producté - will require épening up new lines of pro-

duction, both for import substitution and export. Omce the LDC's manage to

1/ William R. Cline, Neboru Kawanabe, T.0.M. Kransjo and Thomas Williams,
Trade, Welfare and Employment: Effects of Multilaterazl Trade Negotia-
tions in tbe Tokyo Round, Brookings Institution draft, Chapter 7, “"Trade
Negotiations and the Less~Developed Countries''.

2/ The importance of flexibility in exports is stressed by Hollis B, Chenary
in "The Structuralist Approach to Development Policy,” The American
Economlc Review 65, (May 1975), page 314.
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enter the markets feor these new products, the potemtial for further growth
is very substaptial., At praéent oniy & emall share of the total internal

market for industrial equipment is supplied by LDC's. Civen thelr present
industrial structure, seversl LDC's should be sble to enter these new pro-

duction lines -— Brazil znd Korea ave good exaumples of countries already

-preparing themselves for this new.phase.

Domegtic Factors

The favorable turm in trade and exchange poiicies of Brazil and
Colombia imitiated in 1968 heve since been followed by Argentipa, Chile
and Uruguay. Mexico also took several messures O encourage 2xports. Hiil
these policies continue in the face of changed external conditions? On the
ongé hand, since these conditions may vemaln less faveorable to axport growth
then what they were in the early 'seventies, and competition awomg LIC's
can be expected to Intensify in several product linmes, export induseries
in LDC's will press for continuation of outward-looking policies. They will
be .supported bylthoaa concerned with owverall growth and creditworthiness.
Withoutr cleay contcinuity in policies, exporﬁ imduatries wlll hesitate to
wake the substantial investments needed to maintain the forward momentum of
the past decade. Furthermore, continued abaofption of foreign technology
seems essentizl for growth and diversification, especigily vhere it 1ls an

important factor in export produciion amd marketinguéJ

A/ Outward-loecking policies are "pgood"” for export growth but not neces-
sarily for other objectiwves, e.g., increasing the lowest incomes and
improving income distribution. The consequences of outward-locking
policies for employment and vreal wages are not discussed here. Some of
the different views on these policies are nentioned in P. P. Streeten,
Trade Strategies for Development: Some Themes for the Seventies,

World Development, June 1973.
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On the other nand, the changes jo external environment may
exert pressures on the continuation of outward-looking policies,
especlally flexible exchange zates, in various ways. The contrel of infla-
tion has become & much wore difficult task ﬁhan before. In the wake of
the 1974~75 recession most Latin Americauw countries will reduce their
balance of paymente deficits, in part dbecause the nmet inflow of extermal
capital is bound to recede. Hence, the balance of payments will not exert
the same cqntractionary effect it has in the last two years, At the same
time prospacte are chat external inflation ~ éhé rate @t whick lamport
prices, especisaliy capitél goods, are risiong Q» will éroééed ét‘S-lGE pex

yaar.

In this cenvironment -- and mwogt Latin American countries have
thenselves inflation rates of 202 or more —- contibued exchange rate
fiexibility ia the cornexstone of a successful export policy. But this
flexibility cannot, be taken for granted. UWhen the Government encounters
increasing difficulties in comtaining inflation, and external factors
exert an inflationary pressure, the ezchangé rate adﬁustments themselves
ﬁay comz to be regarded és part of the forces feedipng into the process of
contlnued price inflation. Ia this respect exéhange rate adjustment of
various kinds -— minl-~devaluatons, crawling peg, mapnaged free rates ~=
have the same disadvantages as uwiversal indéxing. They are necessary as
a defense against the 111 effects of (accelerating) inflation on the balance
of payments. Butr iitting tﬁem in a program of containing or reducing infla-
tion will cause steady strain. Only a commitment to echancing the competi-

tiveness of industry -~ and its integration into world markets -— will
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make for continued adhersnce to a policy of preventing overvaluation of

the e=xchange rate.

The adjustments t0 the changes in the external envircnment are .

putting flexible exchenge rate policies undexr pressure in several other

WAYE .

Reductions in imports have, in some countries, been achieved-
through increases In divect vestrictione, increased deposit requirements
or higher tariffs. The import cost increases effected outside the exchange

rate system indirectly put exports at o disadvantage (e.g., Brazil).

Recovery of majo% export commodicy ptic@s'(egg,, coffee and
copper) will make the overall balance of payments case fbr rate adjustments
less app&rento‘ Yer givem high domestic inflation raﬁass adjustmentcs con-—

tinue to be necessary if manufactured exportsﬂafé to be competitive.

Greater emphasis on resource~based export developments may

. divert attention from the need for exchange rate flexdbilicy. The economic
cagse for the mimeral amd other resourca-based export projects hes been
strengthened. by externmal prlce changes and, in the case of oll importers,
by the greater foreign exchange requirements associated with the higher
cost of oll. These projects are lessldependent on domestic labor and

input costs == in effect they have more of am ”gnclave“ nature — and hence,
the case in favor of exchange rate flexibility seems less evident than it

is for manufactured exports.

The next phase of industrializatioﬁ -- gnd in fact also exﬁort

diversification -- in certain countries, e.g., Brazil, Argentina and Mexico,
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way involve substantial investment in capitélkgooﬁa industries and other
technologically wore complicated products. Iunitially these industries
mgy be primarily orisnted toward the domestic msrkez and they may there-
fore be less Intererursd im the continuation of present export orieanted

policies.

Défense Agginst'Recession: How Stable is the Growth Path?

The growth profile given im Table 1 does not emvieage fluctu@—
tions in export demsnd, prices and volumes. The 1973 oil crisis and the
ensuing 1974~75 recession brought major changes in export prospects, price
structures, creditworthiness amd indicated imvestmen: strateglea, While
Latin America was in a strong Positign to make the_ge;esgary adjustments,
and is now resuming omce again & stromger growth tregd, it may_bg in a
weaker position to face g@other recassiqn ghquld,oneistrigg ;n the next
3-5 years. Even after the recovery envisaged in the next few vears, the
countries represented in Table 1 would, in éombination, te in a weaker
position than they were in 1973:

{a) External debt service ﬁould'ﬁe higharvin relation to
exports (and the year—to-year incréases in eprtts); and hence countries
would be less able to obtain private édmpeﬁsatory‘finance;

{b) Imports would be lower im relation to GDP and hence less
"ecompressible”, i;e., Import reductions might more quickly affect growth;
{c) Reserves might be lower in relation to impoxts;

{(d) Iadustrial countries may be pursuing less liberal import 7
policies? particularly for those categories which increased most rapidly

in 1971-75.
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Without speculating whether or not in the yzars abhead tche
external environment will be more or less stable than it haé been in the
past tem years, it would seem wise for the Latin American countxiss to
include, in théiz planning, external recezsions as one of ¢he problems
zgainst which o pratact themﬂelvesa;j One way, perhaps the most effec-
give way, to do thizs #ill be to direct exports 2o the most stable and
rapidly growing merkets. Norwslly, one would empect th§t more vapid growth
will meke it easier to cope with external fiuctuatlouns. In turm, trade
among move rapidly growing co.untzies way be subject to less' severe reduc-
tigne or decelerations than ¢rade with éLOWQr growing groupings subject to
recessions. Cn the present world scene it would seem that OPEC and the
Latin American Region igsglf are among the mofe rapidly growing gvoups and
hence should be importgat export merkets. This paper leaves asgide the ques-
tion of expanding trade with the non-Latin OPEC countriss. It has already
been obsexved that the OECD market will coutimue t;'bé 2 major factor in
Latin America’s export growth, particularly if countries start exportimg
non-electrical machinery and other capital goods to this market,‘ The next
section explores to what extent regiomal trade can contribuée to the growch

and stability of Latin American exports.

1/ The arguments, especially those under {a) and (b) above would of course
be weakened should growth first exceed the rates projected im Table 1.



IiX Intra~reglonsl Exﬂorﬁs

The regiomal &rréngements == LA¥TA, the Central American Common
Market, the Caxribbean ¥Free Trade Assoclation and the Andeap Group -~ have
attracted very considerable attention over.the years. The first two of
these, at least, emerted a considerable'initial impact in the ‘sixties. The
- liberalization wmeasures of the Andean Group did, however, have their initial
iwpact in the early ‘seventies: but further encouragement of trade -- and
investment -- must await the resolution of crucisl issuee in the treatment of
foreign investment, and agreements on the level of the common externsl tariff
znd regional industrial progfamming. The Andeaﬁ Group will have to find !
common ground, inrthe interest of all, among the divefgenfleconomic philoso-
phies of its members. Prespects are that progreés-wili be alow at hegf =--
and that it will need to be encourage&lby a common‘ﬁoiitical concern. Yet,
even 1f slow, it cguld maka, eventually, a éigﬁificaﬁé ééntribution to the
development of all mﬂmbers. Only im comhination can tney begin ta form a
market of sufficient size for the technclogically more compliicated Industries
which constitute the cornerﬂtoﬂa of the next major phase of LDC export

development.gj

With growth rates for Latin America projected some 40-50% above
those for the OECD, exports to the Reglom should necessarxily assume a special
place in any country's strategy. What has happened to reglonal exportis,
especially of manufactured goods, and what can realistically be done to encour-

age them?

1/ The difficult problems and issues confronting the smaller economies
of Central America and the Caribbean sre not considered in this paper.

T
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Regional Export Trends 1968-73

While exports of manufactured goods to all destinatiomns, as well
as exports to the Region; inereased rapidly, the latter gensrally temded to
lag behind those to industrial countries. Hence, whilz in 1962-68 Latin
American exporis within the Region grew more rapidly chan exports to all
destinations, the situvation was reversed in 1968-73:

Latin American Manufactured Exp@rtslj

(4nnual Growth Rates)

All Desting~ 70 Latin

tions America
186267 31.9 _ 3%.1
1967-68 21.2 22.7°
1968~73 3.8 . 32.0 .

Hence, for Latiﬁ Amariéén exporis of mﬂﬁufaﬁtureag the share goimg
to LAFTA tended to shrink in 1968;?30 For ell LAFTA ewporta, this shaze
declined from 35.7% in 1968 to 26.8% in 1973;g/ From the data presented, it
appears that the decline in LAFTA shares during this period was quite gem~

eral, #.¢., 1t occurred in the exports of the major commedlty categories, =

1/ Data for 19562-67 and 1967-68 from Hollis B. Chenery and Helen Hughes,
Industrialization and Trade Tremds: Some Issues for the i%270's, Table
1-5; in Prospects for Partnership, Industrialization and Trade Policles
in the 1970%s, kdited by Helen Hughes, World Bank and the Johne Hopkins,
University Press, 1973. Data for 1968-73 for LAFTA countries omly,
Table 2 and Ammex Table 1.

2/ Table 2 and Annex Tables 1 through 6 give data for all manufactured
exports and major SITC sub~categorles for all LAFTA, Argentina, Brazil,
Colombia and Mexico. Annex Table 5 presents data on Colombian exports
to the Andean sub-yegion. The direction of manufactured exports for
LAFTA and Argentima, Brazil, Colombia znd Mexice 1s shown in Table 3.



the main exception being exports of chemicals;!.

{8) Brazil's manufactured exports grew most rapidly (52.2% average
amaual growth im curvent dollarg compared with 32.8%7 for all LAFTA) and its

LAFTA shares fell moot (by 43.2% compared with 24,92 for all LAFTA) 2/

_ (b) For th= ithree largest countries, which aiso heve velatively more
-davaloped industrial structures (Argentdinas, Bfazil and Mexico), exporce of
machinery and automeiive asquipment grew relatively more vapidly than othar sub-
categories, with the exceptlon of "miscellaneous? exports from Biazil and

Colombia.

(c) For the category Mschimery znd Automotive Equipment, snd for Mis-
cellaneous Products, the worez rapid waé the growth of ezports to &11 destinstions,

the sharper teaded to be the decline in the shaves going to LAFIA.

There are two noteworthy emceptions whewe shares going te the regiom in-
creasad: Brazilian expores of motor veblcles (the LAFTA sharg;éggre&sgﬁAfrom_
61.8% 1a 1968 to 87.1% in 1973) and Colomblam exports of machinery agg transport
equipmént going to LAFTA and to the Andean g:oup‘(th@ LAF?A share 1ncreaaing .

from 55.7% to 62.7Z). The sharas of Colombia's non-cof fee éxports {agricultural

1/ Chemicals make up the smallest of the 4 sub-categories studied -- account~
ing for 1.6Z of total ewpozts in 1968 and 2.0Z in 1%73. LD exports
of chemicals to industrial countries tended te lag behind other LDC msnu-
factured exports: import of chemicals of fifteen industrial countries from
LDC's increased by 15.4% per annum in 1967-73 as against 30.0% for all
manufactures. Similarly, the share of U.S5. imports of chemicals and cowm—
pounds from LDC's declimed from 317 in 1967 to 197 im 1973, and 21% im 1974
a3 against an increase for miscellanecus meaufactures from 19.5%7 in 1967 to
26.6% in 1973, and 32.3% in 1974. (Cf Keesing and Plesch opt. cit.,
Tablas 3 and 6) _

2/ Tyler (opt. git., page 270) also observes that LAFTA's Iimportance as a deter-
mining force and stimulant of Brazilian manufactured exports has bzen curtailed
since 1967.



and manufactured) to the Andean Group also increased from 11.6% ¢o 1592205J

As can be expected, Iintra-regional trade is most iwportant where
location and geography faver trade with neighboving countries. Avound half of
Argentine menufactured exports foes to LAFTA - and this shars even lancressed
in the period for all manufactures and for three of the four sub—categoriesogf

On the other hand, the shave of Mexicap eyxports going to LAFTA is small and

it declinad from 18% to 11%Z.

What Prospesgs for the Fukuxe?

Even after noting the @ﬁhéptiomsg and they are important, the conclu~
slon remains that the pull of trade with en increasingly ilntegrated world max—
ket was stronger thaﬁ the pull exerted by demand within the Reglom. Perhaps
one should gay thet given the dynamic increase im manufactured expoxis to
the industrial countries, it is amazing that exports within the Region per-
formed as well as they‘&id{ it is possible thét in the two receselon yeare,
1974 and 1975, the shives of exports going to LAFTA incéeased somevhat - as
demand in the Region sgffered declines less étéap than those iﬁ thé indugtrial
countries; Boweﬁerv over the next several.years'thesa'same forces pulling
Latin Amevrica into a broader world market are likely to remain stfong. This
will be especially marked if the relatively more developed Latin countries

succeed In entering industrial country markets for machinery and other techno-

1/ Of Colombia's exports to the Andean Group inm 1974 only 10% was covered by
the liberalization program (lnformation from F. Thoumi, based on unpublished
Incomex data).

2/ A closer inspection of Argentina's exports indicates that for several of the
most xapidly growing items, the LAFTA share actually did decline -- as in the
case nof similar categories in the other countries -—- e.g., paper and paper~
board, textiles yarn and thread, agriceltural machinery and machines n.e.s.
non-electrical. It is also worthwhile noting that even lu Argentina the shar
of miscellaneocus exports to LAFTA decreased sharply. Cf Ammex Table 2.
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logically wore complicated products. Morsover, interdependence with the
induetrial countries will also be echanced by the development of resource-
based exports which, it has been noted, are expected to be importan:t for

1/

certain countries {e.g., Peru and Colombia).—

Given the strong interdependence with the rest of the world%
there 1s a clear need for adequate compensatory financing mechanisms to
help as an offset against the affectalgf ente;nal fluctuations and reces—
gions. These mechanisws will make possible the development of export produc-
tion along the mos: ecogomic lineg == énd without undue subsidizstion burdsans
or latra-regional prgiaction. Ygt, given the iﬁperfectiuns which aﬁe Iikely
to remain iuw any sysiam of compensatory arrangements, it-would seem degirable
that reglonzl expore ueasures counteract the emrawreéional forces which
have exerted themselves strongly siﬁca the late ’aixties.r Theze measures
muat necessarily be differept in nature;, in various cquntrigg; allowing for
considerable variations in the importance of exports té cherrggién. In_19733

Argentina exported 56% of its manufactured goods to LAFTA and Central America,

compared with 15% for Mexico.

The devélcpm&nt of exports to the Regionm will necessarily have to
exploit the considerable differeuces in pnatural endowments existing among some
countries. Agricultural and food exports may, therefeore, be at least ag impor-
tant as manufactured experts in increaéing regional trade -- as is evident fror

the experience of Colembia which significantly increased its share of non-

1/ The integration of Latin America into the World Economy is the special
focus of Latin America, A Broader World Role by Adalbert Krieger Vasena
and Javier Pazos, London, 1973,




ecoffer agricultural exports to the Andean sub-zeglion. Once again, this point
stresses the ilmportance of having incentive messures addressed to a broad

range of items, beth agricultural and mapufactures.

A further messure needed to increase regionasl exports I8 a strength-
ening of the complimentarity of export production. This gives special impor-
. cance to the efforte at coordin@tion of investment in cextain key industries
within the Andean sub-region. Assuming it iz carxied out without excessive |
intra~regional protection, industrisl programaing may, at leasst over the longer
terie, make en equally important contribution to export development as libersali-
zation of existing barriers. To be successful, industrxial éogtdim&ti@n of
this typs will require direct assistance from national governmentes and inter-

national fimance, both public and private, in addition to ¥ecsiving the naces-

sary price duncentives.,
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SHPOUTE 0 LAYTA A5 TERCITTAGT OF IXPOKTS T0_ALL DESTONATIONS

il

“FOR TOTAL LAFTA, SRCENIINA, PRAZIL. COLOMELA AND MEXICO

LAFTA
Mazufacturad Praducts
, Bazie & Mlocellapeous Mimufistuvas
Chemicals

Machinery & Tramaport Bguipoont

ABGENTINA
Hanyfecturad Preoducts
Basilc Mam:feciuran
Chanmicals
Machinary & Trasapert Equlpaont
Migcallanacus Memufasturno

BRAZTL
Masufsctured Products
Beoilc Mapufectures
Chanicals
Hachinery & Tranaport Equipome
Miscollansons Maufacturas

OMBLA
Momufsctured Producta
Bagic Momufpctyrag
Chamienls
Hechinery & Trsmeport Equigmont
Miosesllsnoous Memufsctures

MEXICO
HeoufactuTed Productso
Basie Mesufacturas
Chemicals
Machinary & Trasaspost Eguipment
Miacellanaous Momufactucos ‘

Rote: SITC Hompenelaturse

Takle 2

{5 throuph 8 minug 68) Momufactured Produckd

{1968 gnt 1973}

1938

33.7

Lxports £o LAFTA (%)

1973

6.8
206
39.3
3.5

% Chongo
in Shore

“Z&-’
=36.6

43.0
.&Ptqﬁ

53,2
=-58.0

16,9
=30.2
°‘m.0

=i0,7
~36.8
18.3
16.8
-24.2

<37.7
=50.3

18.3
=60.1

T -52.6

Avgrage Ammual
Crovth of Buporis

{1568-1973)

858 PRES
[~ R R R

wgeﬂuu
] Eﬂﬁaﬁ
DOHOWn

(3} Cbemfcals: Chemical Elemwars, Cozpounds, Dycs, Parfuma, Fertilizer, Plastics, Pooticides,

(6 mirng 68) Baeic Mamufseturen: Lesther, Rubber Art., Wood & Cork Henufactures, Venesrs, Plywsod, Papaer,

Textile Yara Natural and $yntharic, Cemont, Glase, Ima & Staal, Hatal Tools & Structuzas.

{68) WNon-Forrous Metals: Silver, Platiows, Alusimm, Copper, Nickal, Lecd, Zine Momufsctures.

(7} Machinery & Tronepowt Fouipment: Bollers, Steam Eaginas, Afrcraft Enginss, Turbimes, Harvest &
Threshing Machinery, Tractorws, Office Hachines, Metal Work Machines, Iodustriel Machinery, Pumps,
Applispces, Telecommunicaticma, Elactric Machinmes & Toals, Railway Vohicles, Rnad Motor Vehicles,

‘Alrcrafis, Ships.

(8) Miscellaneous Mapufacturs: Lighting Pimtures, Furnitues, Trevel Goods, Clothing, Footweax,
Profensionsl Sciencific and Controlling Instrumsnis, Musical Instrumants, Printed Msttow, Axticles
of Artifici{al Plaatic, Toys, Jewelry, Uovks of Axre¢, Artisanzy.

© Souxce: Based on U.N. Coumodity Trade Statlatics (1968-1973)
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S1TC
Clasplfication

xatat2=s

TOTAL EXPORT.

HON-COFFEE EXPORTS

I, Mauufactured Goods

1y
b3

3

&)

Chemlceala

faplc Monufactures exciudiag
Hon-Ferroun Metals

a) Leather, pDreased Pur . , .

b} Textlle Yara, Fabric

Machiagd 3ad Transpoct Equipacnt
o) Rachinery; Electric and
Non-Blectxic

Migcelloneous Manufactured Coode
a8) Ciothing

I1, Other Exports

a) Heot and Preparationd
t) Fish and Pxeparationa
¢y out Flowers, Follisge

8ITC
gode

0,1,2,3,6,5,6,7,8,9 _
(0-9)-07

(5-B)-68

3

6-68
61
&5

T2

&4
(0-4)+H56-07
ot

03
292.7

Compositicn of Euports

to o1l Destinstions to il Destinesrions te LAFTA Percantsge of Total
{US5 thousand) ' {2) (1) by Categories
1954 1573 1968 1973 1968 1973 1568 1973
558,278 1,178,512 160,00 100.00 100.00 160,00 6.1 9.5
206,806 377,584 ario 49.1 88,6 81.2 4.8 11.8
51,335 307,331 9.6 26.1 63,7 TN 28.0 22.2
8,421 25,847 L% 3.0 12,9 19.4 51,3 80.7
35,921 205,464 6.4 7.5 20,3 22.4 12,3 12.2
3,510 18,302 0.5 1.6 0,3 - 3.3 2
9,304 54,250 L7 4.6 3.8 3.6 12.4 .5
4,166 17,18 0.8 1.5 6.6 %.9 51.7 £2.7
3, %7 14,503 0.7 1.3 6.6 1.9 87,2 59.2
6,639 48,482 0.8 &1 1.8 904 0.5 2.6
s1% 8,01 0.1 1.6 0.2 2.3 21.6 132
153,410 210,273 21.4 23.0 44.9 31.1 id.o £2.7
1,471 40,5435 0,32 3.3 34 3.7 39,5 15.4
3,185 10,685 0.6 0.9 - - - -
77 8,415 0.1 0.7 . - - -

ANMEX TABLE 4

POR ANBL

Couposicion of Emporss -

Coapoaition of Exposts

.

1/ Lafra; Argentina, Boltvia, Brozil, Chile, Coloxble, Ecuador, Wenico, Pexaguay, Peru, Urugudy, Venssuela

Soyrce; Based on U, N, cdmodlcy Trade Statlstlca

Exporis o LARPTA ag

Avavage Par Anmuse
Crowth of Eaporte

Average Por Anoum
Growth of Toral

Ta LAFTA Exporta
196E-1973  1970-1973 1368-3973 1970-1973
7.0 [ 1% i6.1 17.6
1.8 15.9 22.8 9.8
3.8 58.5 §1.9 73.8
J8.0 51.3 42.5 40.0
3.2 62,7 41.7 16.0
- - - 33,7 48.2
28,8 70.0 42.3 62.0
3.8 . 55.5 34.5 1.0
3t.7 50.0 30.7 45.0
3i.2 8.0 78.5 97.3
§7.0 - 1508.5 160.0
17.8 {11.8) 12.0 8.4
50.0 103.é C .0 105.3
- . 2.2 30.3
- - 91.5 10%.0
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STTC
397
892

- 851

842
B4l
831
821
732
726
722
717
716.2
712
711.5
673
671
665
661
656
654
653
652
651
641
629
581

561

Ammex Table 7

DYRAMIC EXPORTS OF BRAZILIAN MANUFACTURES

{in thousond U.S. dollars)

PRODUCT
Gold, Silvexrwvere, Jowslery
Printod Mageer
Footwear
Fur, etggp Clothas Products
Clothing Fot of Pur
Travel Goodsn, Bandbags
Furpltuvre

Road Moror Vehicles

Telecommmicagions Equipment

Elee. Powsr Mzchinary, Switchgear

Texglle Leather Mechinery

Accounting Mochines & Computers

Agricultural Machinery
Pioton Epgines Noo-Air
iron & Steal Shapes

Pig Iven

Glagsware

Cement

Textila Etc. Products NES
Lace, Ribbons, Tulle, stc.
Hoven Textlles Non=Cotton
Cotton Fabrics Hoven
Textile Yarn & Thread
Faper & Papacbhosazd

Rubber Axticles KES

" Plastic Materinls

Fertilizers Manufactured

1968

394

650

462

202

o972

734
913

2,542

833

566
111
2,682

5,656

267

1,11%

7,301
1,831

2,727

353

318

1973
10,631
11,356
93,478
5,610
83,072
8,286
10,297
61,687
46,191
13,337
14,616
4,950
9,229
8,645

19,185

47,235
l29076
3,53
21,589
1,813
42,586
53,946
97,522
23,883
6,362
5,991

2,279



Annex Table 8

DYNAMIC MANUFACTURED EAPORTS OF ARGENTINA
{(in thewsand U.S. Dollars)

SIIC PRODUCT 1968 1973
851 Footwear . 176 20,284
8&2 Fur etc., Ciothag, Prod. 1,264 14,91;
841 Clqthing‘not of Fux 2,514 13,061
732 Road Metor Vehicles 4,204 86,719
719.9 Machine Parte, Accessorics NES 842 7,385
719.5 Hon~glectric Machineg NES 1,076 %,812
719.2 Pumps, Centrifuges 593 11,540
718 Machines for SPUL Induatriés © 662 - 16,342
714.2 Accounting #Machinese, Computers 5,302 18,4483
712 Agricultu%&l Machipery 2,357 21,832
£74 Iron, Stezl Univ. Plate, Sheet 371 24,977
673 Iron, &nd Stewl Shapes | 14,285 71,582
651 Textiles, Yarn & Thread 51% 14,538

611 Leather - 17,155 97,551



Asnes Table %

DYNAMIC MAWUFACTURED EXPORTS OF COLOMELA
{in thousend [.S. dollars)

SITC PRODUCT 3858 1973
841 Clothing not of Fux , 515 19,213
673 Iron & Steel Shepes - 5,708
667 Pearl, Preclouz, Semi~prec. Stones 1,467 86,622
652 Cotton Fabrics Wovem 5,076 26,175
651 Textile Yarn & Thread ' 3,693 19,988
611 Leather ; 3,410 17,117

292 Cut Flowers 277 8,4L5



SITC
897.1
894
891
862
841
734
732
724
722.2
719.9

714.2

71L.5 .

673
652.1
652.2
651.3
642
631

513.3

Armex Table 10

DYRAMIC MPATNFACTURED EYPORTS CF MERTLO

PRODUCT
Real Jewelery., Gold~Silver
Toye, Sporting Goods efc.
Sound Recorders, Producsrs
Photo; Cinems Supplies
Clothiag mot of fur
Adrerzft
Read Moter Vehlcles
Telecommmications Equipment
Switchgear, efc.
Machine Parts, Accesgories MN.E.S.
Aceounting Machines, Computers
Piegton Engines Nen~Adr
Iron & Steel Zhapes

Grey Woven Cotton Fabric

Woven Cotton Blesched, efc.

Grey Cotten Yarn in Bulk
Articles of Paper
Vensers, Plywood etec.

Inorganic Acids

1968
1,783
2,889

2,115

1973
12,408
24,464
13,505

7,790
67,144
23,218
97,068
83,912
33,479

109,302
29,330
31,291

9,189
28,822
14,806
26,315
10,260
10,356

24,935






