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TuPMS OF Ti..DE 4ND THENDS IN IMPOsTS .ND &=iPOATS
(E/u‘-12'297#2dv i) (Continued)

Mr, RUIZ (Chile) said the problem of deterioration
in the termsof trade was of serious concern to Chile. The
Latin-imerican countries had suffered from the results of the
depression of 193031 for some fifteen years and it was only
after 1945 that their h;fms of trade had begun to return to
the pre-1930 level. It would be of interest to have figures
showing the effect on the Chilean «economy of the continued
duration of an unfovourable relation batween exports and
imports, and he suggéstud that the kCL. Secrotariat might
produce a study on the subject.

Chile's terms of tirade had roecently shown an improvement

~

but only because the Government had intervencd to fix the
price of the country's principal export. Future prospects
were gloomy. The Secrutariat study (L/CN.12/291/Rev.l)
showed 2 downward trend from 1950 which was having an
unfavournble effect on the nitionnl income and the possibility
of domestic capital formation. He believed ECLa should carry
out further study of this problem znd of the likelihood of
substituting the loss of export prdcecds.
He supportied the Guatemalan representative's

uggestion that LCL.. should study the possibility of promoting
further processing of raw materials in the producing country.
He 2lso supported the studies suggested by the Colombian and

Bragzilian reprcsentatives,

JMr, LGATINEZ (irgentina)
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ht;'éngINuL ( .rgentina) szid the problem of terms
of trade, which was closely related to the possibility of
internal capital formatien 2nd industriéliznticn, was cne of
the most fundamental facters affecting the rate and process
of economic development. wCLL's couragecus confrontation cof
the problem in its study would prove n valuable contribution
to its solution.

The chief trend apparcnt in internstional trade since
the end of the war had been the instobility of markets which
had led to a rcduction in the oxport pessibilities of raw
material producing. countries, With the increased competition
of the highly industrialized countries, the less developed
countries had found it increasingly difficult to export
semi—ppogessed goods.

He drew attention to resolutions 5 and 6 adopted at
uCLgﬂg third session in Montevideo, which pointed out that
the wopsgning_in the terms of trade had been the factor which
had most detrimentally affectcd the capacity te import of the
under-developed countries.

In wartime there was 2 tendency for highly industrialized
coﬁﬁtries to attempt to transfor costs to the producers of raw
materials, and in favourable pericds when the demand for raw
materials. increased the highly industrialized countries
adqpped‘pripe control measurecs so that the under-developed
cogntrics.did;not receive the full benefit of the increased
demaqd.

The Secretariat Study drew attention also to “he fact

/that when
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that when food producing countries received smaller ﬁrofits
from their exports there was a tundenc?'for domestic
ccnsumption te increase leading tc a further decrease in
"available export balances.

The question of terms of trade was of vital imyurtanée to
“.rgentina. 1f its capacity te finance econcmic development
from domestic sources was reduced, the only solution, in order
to maintain its rate of development, was to increase imperts
of foreign capitsl. Such imports migﬁt be a supplementary
source of financing for economic development prog rammes, but
in principlé, those ﬁr'gramu~s shculd be financed 2s far as
possible from domestic capital. |

‘He had been most intercsted in the Guatemalan
representativers rmerks on the possibility of the under-developed
countries' exporting more highly processed goods, but it would
be necessary to accompany atny such attempt by measurcs to
promote the fulfilment of plons for industrialization and
development. The prosressive ﬁtilizatioﬁ of substitutces by
the industrialed countrics constituted aﬁithbr obsticle to
the realization ¢f that possibility.

His Deleogation felt the problem of terms of ﬁrddé éhould
be viewed from three aspects: the further processing of goods
for export; the recommendation t» industrialized countriés
that they should not fogter the pr«duction of substitutés fdr
‘the under-develcoped counmtries' products; and, until the |
deveiépmentlbf the under-developed countries enabled theﬁ ﬁg
compete on more or less equal turms, there should be an

/nttompt to
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attempt to maintain a just and equitable relationship between
the prices of primary products and those of the capital goods
and other manufactvred articles they had to import. |

Commenting on recent trends in .rgentina's foreign trade,
he said exports had been 2ffected by a serics of factors both
internal and external. Moreover, .rgentina's growing import
needs for its development preogrammes had made it necessary to
change Bhe structure of its imports. There had becn a
reduction in imports cof manufactured articles 2nd consumer
goods and an increase in impoerts of capital goeds, fuels and
equipment., attention had been‘devﬂted t the qucstion of the
limits to which substituti:n of domestic pr&duction gof
imports could be carried out, but .rgentina's capacity to
provide substitutes for some of its impcrts had not yet been
fully developed.

During the last tws years, terms of trade had been more
unfavourable for .rgentina than for other Latin-imerican
countries, and a series of mcasures had been adopted in the
attempt to bring about a more favourable placing of exports,
The channelling of trade through bilateral agrécments had
reduced Argentina's impert capacity sirce it had .bcun
comnclled to ovtuiin r00ds frow markcts Por mhicﬁv?oraigx uxehan e
was avallable instead of I'rom thoesce rarkets whero:bhe Toods 1t
required were snld at the mest favourable price. o survey
carried out by his governmunt showed t:at cxport »ricus of
countrics supplying irgenting undcrljilntcral uagrecnents were rrom
10 to 20 per cent above oriccs in the nmost favoufably-priced

/sources. liis
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sources.,

‘His declegaticn believed that ﬁhe best way of cbtaining
more favourable terms of trade and expanding the production
of primary products would be t- accompany the production of
such products by a certain degree of industrialization which

culd increase the demestic market fur primary products and
make them less dependent on fluctuatisns in the international
market.

Mr. M.MGI. (Brazil) commended the Secretariat for
its excellent study (L/0N.12/291/dev.1). There were, however,
certain statements regarding Brazil which would require
amplificaticn, such as the relerence tc the phencmenon of
import substituticn being mrre intense in the case of capital
gcods industries than in consumer goods industrics. -

Commenting on the empesition >f Brazll's exports and
imports, he said the system cf quofas ¢stablished by the
Internaticnal Raw Materials Confurcnce had prevented the
expansicn of Bragzilian producticon. He expressed recognition
of the goodwill shown by the United States in the fixing of
quotas for United States goods not subject to control by the
TRMC, |

In its study, ECLA had emphasizcd the necd for an
improvement in the terms of trade ~f the Latin—ﬁmorican
countries and a readjustment in the relati-nship bque@n the. .
cxport prices of‘raW'ﬁﬂtefftis”and the impoft prices cf
finished goods. During the baricd from l930vto 1949 there had
been a marked detefirrftioh in Brazil's terms of tradss

/Brazil had
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Brazil had had a crnstant infl-w of frreign exchange during
the Becond World War, but the nron=-availability of ¢ nsumer
go..ds had prevented it from cbtaining full benefit from it.
The Korean war had favourably influenced its terms of trade,
but that advantage hnad becn partly offset by the impesition
¢f ceiling prices and thz cost ~f maritime transport.

He felt that ECL. shruld carry out furthor study of the
reduction in the export capacity »f under-develcped countrics
due toc the drop in the world prices and the inercased domestic
ccests resulting from inflaticn, e p.inted cut that the
decline in primary producticon in countries such as Brazil was
due to: (1) the promotion of the productisn of synthetic
substitute pronducts by industrinlized countries; 2) attempts
by industrialigzed countrics to intr:duce the cultivaticn of
certain agricultural products which they had previously
imported; and 3) greater competition con the part <f Luropean
colonies in africa.

He wculd introduce 2 draft resnlution on improving the
terms of trade and promcting the ec-nomic development o
under-developed countrics (See conference ro m decument No.7)

Mr., .SHER (United States of .merica) said all
governments were naturally interested in sccuring favourable
terms of trade, but while the terms of trade index constituted
a useful econnmic tocl, sweepins gencralizatiosns about the
course «f ecoencmic development could not be drawn from it.

The terms of trade index had certain limitaticns, such as the
incompleteness and inaccuracy of statistical data, changes in

/the cmprsiticn
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the composition of trede, changes in the qua.1 .ty of gocds and the
fact that the terma of frade revealedinothingzabsuttthe volume

Hn of error, it would be unwise
to attach significarnce to small variatiocug in the terms of trade
e

1ndex. Moreover,la period of statistically favourable terms of

{4
trade but, thanks to technolegical pro;ress or other factors, be
in a better positicn than bhefore.

r
de had referred to theddlifficulty of measuring quality
chanzes 1in manufactured goods., While
might have lncrcased, the increasec m y
improvements In the servlce fﬁuﬂczed and the durability of the
product,

another difficulty wes the impossibility of accurately
forecasting movements in the terme of trade. Certsinrraw
material exporters forcsew a worsening in thelr termq of trade,
but there was a substantlael body of opinilen which believed that
the longeterm trend was favourable .to raw material prcduccrs.
In any cvent, es individual countries divergifiea their cconomies
and became lessddependent on exports of a few bagic products,
¢ir intercets would chan g, The industria cctors of their
za would be dependent upon a plentiful su pplv of raw
a )le prices and thebenefits of one sector of
ht offsct the losses suffercd by ancther because
+

rade. ‘cwmzver, o ircater measure of

: 111ty 8
would be uneffected., The lwmproved standard of living so
eseential tLroughout the world required vastly increased
prodaction in virtually every scctor of the LCuUuﬂy

¥r, BaLBOs (argenting) wlsbvd to- connLut on two DOiltS
raised by the United States representative the comparati
va of the statlstical measurcments of turmq

/af trade
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of trade for Latin american countrics, In the first place,
thd rehability of such st tistics was not opun to doubt,
within the normel limits of tolerince of the basic data,
1t was c@sier, in any case, to ustablish uccﬁrxtc figurecs
for raw materinl exports than for cexports of manufactured
goods,

The United States ranr*scntntivq heod contended that
the preponderant factor for sconcmic development was not the
terms of trode but tue relotionship between the volume of
exports and the volume of imports, But autnoritative
evidence ecxisted thit there was no correlation between the
volumce of impbrts and the volumc of cxports, but only
between the volume of imports and the terms of trade, Hence,
it was irrcfutible tht auy worscning in the terms of trode
would react upon the .rg.ntinc cconomy, since its capacity
to import was directly dependent on the terms of trade,

Undoubtedly for highly industrialized countrics such
as the United States the coefficient of forcign trade to
national income was very import:nt., For the Latin .american
countries howover, theri wos & morked relotionship between
the terms of the trode and tac level of investment. and
the fact thot the raw mnterinls cxported had to be exchanged
for consumcr or caﬁitﬂl goods ucecounted for thoe basic
influcnce &xdrcisud by tac¢ terms of tridce upon Latin amcrican
Economic devilopmant,

| Mr, HUDICOURT (Haiti], snenking generally, said

that the survey roﬁealcd:thnt Hoiti had unjéyed favourable

/terms of
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fevourable toerms of trod@ up to 1951. Too situation had
changed since that time ewing to the drop in thu price of
its sccond cxport, sisal which illustratcd how sensitive
the under-develupud countrics were to chcnges in the terms
of trade, Heiti would thus lesc scmc 20 par cent to R5 per
cent of ilts forcign cxchange income in 1953 and in
conswquence its imports would have to be cub piroportionately,
beecuse of the intordepuBdcnce of the two factors,

e Guitomalan represent Cive's propos:l was designad
to promot¢ the vxpart of suil-processed soods
had obvicus inturnationdl ospects, since tirs wW.re
customs v rricers in obther chuntrise N other obstucl¢s.vThc
CSolombirn repruscnt.tive, on the othvr hand, aud acld taut
it wns o.notionsl problam, citing the coffue industry in
support of his conboention, Tae canice was unforsun-te,
sinec¢ the coffuec mnrket was highly specialized in individunl
countrics. Fe would 1ikE to eite other cuses, such as sugor,
petroleum, sisil, Sugtr, & more repruescnt tive product, would
illustrate his crgument s.

wport from Cuba, whosc sugor production enjoyed a

the investment of foruimm cnpital in the country, the
remaining sugir-producing countrics of the Caribboqn and
Central .merica arca had so fwr bgen dcbarrcd‘from
decveloping any degree of muterial industrialization of the
industry. The United Stat:s mirkgt was closed to thom and
the so-called "free morkot? in sugor was roeally controlled

oy tiic
/0y
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by the United Kingdom which opoerated 2 proferential system
in favour of the¢ British Commonwenlth countrics and rcfined
its own suppliecs., The obstoeles thus created prevented any
real froe trode in sugar, and rumoved any possibilisy for the
development of the refining idustry within Latin america,
His facts were c=llced from authoritative studies carricd out
by the Pan-.mcrican Union and by spcciclized agencies of
the United Nations,

bMr, ZaWORs (Mexico) said thnt, if he had understood
rightly, it appeared that the United Stotous represcentative
had somc doubts as:.to the accurasecy of the information in the
ECLA cconomic survey; his chicf contontion hod been that the
terms of Brade were not the pre .cminent foctor affecting
Latin amcrican cconomic development. There was no doubt
in his own mind that the terms of tr de exercised decisive
* influence, The capacity to iuport of most Latin samcrican
countrics was given by the cxchingoe curncd by cxports,
which in turn was depondint on the torms of trade. snd the
possibilitic s of cconomic dcvelopment were limited by the
aémount of cnpital goods thot o 1d be import.d,

While agrceceing in gencral with the Brazilian proposal,
he felt some misgivings as to whitacr tae Committee might
not be cneroaching on tnc provinces of thce committocs on
industrics and intra-rcegional trade, ‘

THE Cd.ulilaN tho .ght thot the othoer committocs
might be approached with a vicw to submitting a joinﬁ draft
resolution  to the plencry. |

Jiar, PaSTURT
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(Uruguay) did not bcelicve that there
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sharp risc,

The general problems included the shortige of power
and the uncqual developmaont of some industrics as comparcd
with othors, gufficicnt domestic supply of row matcrials

ad not clwavs beon cnsurcd ond complom:ntary industrics
had not been sot up, which ted in somc countrics to undor-
utiliza®ion of cap-city, Taat illustrstod the need for
better industriczl pl noning.

The shortage of cluctric pow.r, which was clroudy
rationed in many countrics, wis cnothor gcerious problom,
The section in the Swrv ¢y on clectricpower attempted to
givo a general picturc of what countrics were doing to

vercome the shortage, Th: growth of oncrgy consumption
in 8 mujor Latin amcericon countrics stond ot the high
figurce of 9 per cent por anim ol thact was not even
indicative of thc»protdntial rate of incrucse,

The survey @l so covered recunt trends in petrolcum
production, which was rising rapidly, purticul:rliy in
Venc zucla, Petroleum uxports now accounted for almost onc-
fourth of th. total volumc of Latin american cxports, In
thet respect, too, the position varied greatly frowm country
to country, Som. were l-rge exportaers ond others large
importurs; the l-ttur nnving obviously to draw hcervily on
tholr foreign cxchonge assetse Doevelopment policics also
differcd widily. In some countrics donicstic refining of
netroleum had incro sud cousiaer bly,

Mining ond mincer.l products covercd so vast a ficld

thatlthe
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that the suwrvey had been limited to threc principal preducts,

copper, zinc und lcad, The

risen, but that of copper ha

thu 19’+8 lUVUl @

GLNTR.L CONSTOER.TIONS

Mr. CARDEN4S (Ecurdor) dra

for supplying th: Sceretaria

production of all three had

d not yot rocovered fully

y attentbion to the ncecd

t with full informction and said

he would lator submit a draoft resolution on the mitter,

Zhe meeting msc ab 12,
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