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This paper was prepared for the group of permanent
representatives of Latin American countries at Uni-
ted Nations Headquarters in New York (GRULA).

It begins by examining the development of
Latin America during the past decade {n order to
identify the nature and scope of the main problerrs
facing the region on the threshold of the 1980s and
studies some economic projections reparding this
new decade,

This prospective analysis emphasizes Latin
America’s need to stimulate the transtormation of its
economies and sharply accelerate their economic
growth rate in order to absorb the economically ac-
tive population, and having shown the need for such
advances it appraises their repercussions on the
struchure of production and the demands they will
pose in terms of saving, investient, and the external
resaurces related to financing and the need to in-
crease exports. 1n this context it refers to the nature
of the problems which should be dealt with in the
new [DS us regards the restructuring of the world
economy, and lays stress on the importance assumed

by regional co-operation and eo-operation with other

developing areas or conntries.

The final part ol the paper deals, inter alia, with
two aspects of special significunce for the new Strat-
egy. It suggests that the regional commissions
should draw up und approve, through their govern-
mental organs, regional action programmes for the
instrumentation and application of the IDS adopted
by the General Assembly, and it enumerates qualita-
tive and quantitative targets and objectives which
might he included in the appropriate chapter of the
Strategy. Although it does not embark on an analysis
of policy measures and does not lay down quantita-
tive targets for Latin American development, it does
provide excellent background information and tech-
nical data for discussion of these issues.

I.

Economic and social
development in the 1970s:
Experience and lessons

L. Rate and structure of economic growth:
upward and downward trends

In the 1970s the economic evolution of the
Latin American countries varied significantly
and the rate and structure of their development
underwent radical changes. This evolution ac-
quired considerable dynamism in some coun-
tries and was slower in others, but in eneral
the process developed from a period of acceler-
ated growth to a particularly weak situation
which gave way, in recent years, to a trend of
moderyte recovery, although at the same time
the problems connected with the balance of
payments, inthation and social tensions intensi-
fied in the majority of the countries.

The region attained an economic growth
rate of approximately 6% per year, which is
close to the minimum target established for the
Second United Nations Development Decade.
The population growth rate, however, re-
mained relatively high (an average of 2.7%), so
that the per capita product rose by 3.2% annual-
ly, thus falling short of the 3.5% growth rate
which was a complementary target of the Strat-
egy for this decade.

These global indicators conceal marked
differences in the countries’ development.
Over half failed to attain an annual growth of
4.5% for their domestic product, and only six
countries achieved a growth equal to or higher
than the 6% target. Significant disparities also
continued to be recorded in the countries’ rates
of population growth. Accordingly, marked
changes took place at the regional level with
respect to the countries’ economic and demo-
graphic importance, stage of industrialization,
and economic, financial and technological ca-
pacity,

The process of transformation of the agri-
cultural economy continued to make progress,
with increasing modemization and diversifica-
tion of production and crops. Nevertheless, the
average growth of production did not exceed its



CEPAL REVIEW No. 11 / August 19680

historical trends. The levels attained by the
region as a whole in 1978 show an average
annual growth of slightly under 3.5% with re-
spect to 1970, which is less than the 4% target
established in the Strategy for the decade.
Here, too, there were obvious differences in
the countries’ development, since while the
majority fell short of the target, seven countries
attained or even surpassed it.

Neither did the region as a whole attain the
8% target laid down for manufacturing produc-
tion. The fluctuations in the growth rate of man-
ufacturing —its expansion in the early 1970s
and its slower growth in the last few years—
were more marked than those recorded in over-
all growth.

The level of industrial production in 1979
represented an annual growth of only just over
6.5% with respect to 1970, and not more than
three countries attained or exceeded the 8%
target established in the Strategy for the Sec-
ond United Nations Development Decade. Far
more accelerated growth was recorded in the
first four years of the decade —i.¢., 8.6% annu-
ally, although this was heavily concentrated in
two or three countries— but in the last four
years the growth rate declined sharply. In

short, if the trends throughout the period are .

reviewed, it may be concluded that the rate of
industrial development was relatively slow in
the majerity of the countries, above all if ac-
count is taken of the present stapge of Latin
American development.

The dynamism and production and tech-
nological changes characterizing economic de-
velopment in the post-war period are clearly
seen from the rise in the consumption of energy
and the changes in its primary sources. Over
the long term (1950-1975) the total consump-
tion of energy of the region as a whole grew ata
rate of approximately 5.5% annually, i.e., simi-
lar to the gross domestic product. The con-
sumption of commercial or modern energy,
however, experienced a much more rapid in-
crease than the domestic product, since its rate
of growth was close to 7% annually. This was
due to the important changes that took place in
the sources of energy as a result of their own
technological development, and particularly to
the structural changes in production and do-
mestic demand which have accompanied eco-

nomic development. In 1950, production from
the traditional non-commercial sources for the
region as a whole represented nearly 40% of
total consumption, while in 1978 itrepresented
only about 15%,

In contrast with what occurred in the case
of consumption, the production of commercial
energy grew by only 4% annually in the period
1950-1975. As a result of this uneven develop-
ment, the region saw its exportable surpluses
diminish in relative terms. Thus, in 1950 Latin
America congumed in the form of petroleum
products 27% of its petroleum production and
17% of its output of natural gas. In 1975, how-
ever, the proportions had risen to 57% and 43%,
respectively. Accordingly, while the region
continued to be a net exporter of fuels, the
trend shows a rapid decline in its exportable
margins, although later the situation changed
somewhat, with the appearance of new exports
flows, mainly from Mexico. The situation and
prospects differ widely from one country to
another, influenced in particular by the consid-
erable share of hydrocarbons and the part play-
ed by imports in the supply of domestic needs,

The course of the world economy, and par-
ticularly the evolution of the industrial coun-
tries with which Latin America maintains the
bulk of its external relations, especially influ-
enced the rise and fall of the economic growth
rate of the Latin American countries. The de-
velopments and serious problems aftecting the
world economy have marked effects and reper-
cussions on the economic situation and pros-
pects of the countries of the region. To recall
this, even ifonly in brief outline, is of particular
interest in order subsequently to present cer-
tain reflections concerning the preparation of
the Strategy for the next decade.,

In the first four years of the 1970s the econ-
omy grew at an accelerated pace and the region
as a whole attained an annual rate of approxi-
mately 7.5%. Some singularly important dy-
namic factors were, on the one hand, the na-
tional policies directly aimed at stimulating
economic growth and, on the other hand, the
buoyant external demand deriving from the fa-
vourable evolution of the developed countries’
economies up to 1973. Another factor contrib-
uting to this process was the improvement in
the terms of trade and a more flexible availabili-
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ty of external financing than that recorded in
the previous decade.

In 1974 the Latin American economic situ-
ation and the evolution of the world economy
changed substantially. The oil-exporting coun-
tries benetited from a further increase in prices,
which was reflected in g rise in their real in-
come and an increase in their external purchas-
ing power. In contrast, the non-oil-exporting
countries had to face weaker external demand
due to the economic recession in the develop-
ed countries, while also suffering a deteriora-
tion in their terms of trade. During that year,
however, they continued to expand their in-
vestment and domestic product, and further in-
creased their imports, thus incurring a substan-
tial deficit on the current accounts of their bal-
ances of payments which was partly covered
from their monetary reserves and partly from
external financing.

In 1975, the worsening of external condi-
tions was reflected in a signifieant drop in the
extermal purchasing power of the Latin Ameri-
can countries and, in spite of the contraction in
imports, the balance-of-payments current ac-
count deficits rose above the previous year’s
figures. The rate of economic growth fell dras-
tically to only 3%, i.e., practically the same as
the population growth of the region as a whole.

The three-year period 1976-1978 was char-
acterized by a process of recovery, but even so
the economic growth rate of around 4.5%' an-
nually was one of the lowest in the last three
decades. Growth has been uneven in the vari-
ous countries: there have been some situations
of comparatively higher growth, contrasting
with others showing a more unfavourable evo-
lution,

During this period, many countries affect-
ed by halance-of-payments problems strove to
adjust or control their domestic demand. They
promoted and succeeded in appreciably in-
creasing their exports, while they contained
and even reduced the absolute levels of their
imports in an attempt to diminish the external
imbalance. These measures are now more dif-
ficult to implement, since they wotild have

L1t should e noted that the gross domestic product for
1979 is expected to increase by around 6.59%.

more serious effects on the rate of investment
and domestic production, while at the same
time the balance-of-payments position has also
become more inflexible because of the in-
crease in financial services and the remittances
of interest and profits on the cumulative debt
and foreign investment, added to which is the
higher cost of imports due to inflation in the
industrial countries and the higher oil prices
for importing countries.

In brief, the interrelationships and degree
of dependence recorded by the Latin American
economies with respect to the course of the
world economy, and in particular that of the
industrial countries, are to a certain extent re-
flected in the parallel evolution of the econom-
ic growth rate of Latin America and of the in-
dustrial countries as a whole, above all since
the middle of the 1960s, The indicators of the
domestic product coincide in showing for the
industrial countries and for the various groups
of Latin American countries a relative rise up to
1973, a sharp fall in 1975 and a subsequent
recovery. The statement of this fact is not in-
tended to suggest a simple and immediate
causal relationship. Among other aspects, there
are powerful autonomous forces and factors in
the [atin American process and the structural
conditions have changed considerably with re-
spect to the past, This same comparative analy-
sis shows in the context of those interrelation-
ships the singular evolution of the oil-exporting
countries, the deferment until 1975 of the im-
pact of the unfavourable external factors on
Latin America’s economic growth rate, a smal-
ler drop in the rate than might have been ex-
pected from past experience, and the fact that
within the context of the fluctiations describ-
ed, Latin America’s rate of economic growth
tended to remain at a higher level than that of
the industrial countries, without any contrac-
tions in its absolute level.

2. Changes in the structure of external
economic relations

During the 1970s there were radical changes in
Latin America’s form of integration in the
world economy and the process of internation-
alization and closer links with industrial mar-
ket-economy countries has been intensified.
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Transnational corporations have played a pre-
dominant role in this process, as also have pri-
vate international banks, owing to the impor-
tance they have attained as a source of external
financing for the Latin American countries.
Governments, for their part, have promoted
policies of opening up to the exterior in the
various economic, financial and technological
aspects. Specific expressions of the new struc-
tural relations are found in the rate and compo-
sition of exports and imports, which represent
significant changes in the structure of econom-
ic growth, changes in the sources of financing,
and in the high levels of external indebtedness,

Transnational corporations play an impor-
tant part in manufacturing production. They
predominate in the more dynamic key sectors
which are aiso making more rapid technologi-
cal progress, in particular in the chemical, basic
metals, metal manufactures and machinery and
motor-vehicle industries. They have less par-
ticipation in the traditional industries, where
national enterprises play a more important role.
Their operations are mainly directed towards
the domestic market and to a lesser extent to-
wards exports. A significant proportion of the
imports, external financing and absomption of
technology by the countries of the region is
channelled through the transnational enter-
prises sector.

It is estimated that in 1975 the cumulative
investment of the Organisation for Economic
Co-operation and Development (OECD) coun-
tries in Latin America was close to 40 billion
dollars and sales by transnational corporations
represented some 80 billion dollars,

The growth rate of exports has tended to
rise since the middle of the 1960s, partly as a
result of the deliberate promotion policies of
the Latin American governments and in partic-
ular because of the course of external demand.
Nevertheless, the region as a whole was far
from achieving in the 1970s the target of slight-
ly aver 7% established for the Second Develop-
ment Decade,

Exports experienced a dual process of di-
versification. Exports of manufactured prod-
ucts increased and for the region as a whole
came to represent 20% of total exports, al-
though this was not a uniform trend and tended
to be concentrated in the large and some of the

medium-sized countries. This was accompa-
nied by a process of diversification of the indi-
vidual countries’ exports of basic commodities
or the establishment of new flows of agricultur-
al and mining products which have gradually
acquired considerable importance. Thus the
effects of industrialization and of the produc-
tion changes which have been taking place in
the national economies for some time past have
begun to yield results in terms of Latin Ameri-
can exports.

A movement towards greater liberalization
of imports has been observable since the end of
the 1960s, and in many countries this consti-
tutes a new phase of economic poliey, clearly
different from that prevailing in the 1950s and
the early 1960s. Imports grew vigorously and
their coefficient with respect to the domestic
product tended to increase. These trends were
interrupted in recent years owing to the serious
balance-of-payments problems.

The composition of imports shows charac-
teristics which are of special significance for
prospective analyses. First the major propor-
tion comprises intermediate products, fuels
and capital goods: thus, total demand for im-
ports is closely linked with the course of do-
mestic production and investment, Secondly,
the value of imports of fuels, lubricants and
other petroleum products has risen appreciably
in most countries as a result of increased exter-
nal supplies and higher costs, and absorbs an
increasing proportion of current foreign ex-
change receipts.

In the inflationary context dominating the
world economy, the evolution of prices of basic
commodities and manufactures has been far
from uniform among the various items and
branches composing them: thus, the changes in
the terms of trade have had effects of varying
intensity and notably different results in the
countries of the region. It is a well-known fact
that during this decade the oil-exporting coun-
tries have raised their average terms of trade
above the markedly depressed levels recorded
in the 1960s, The non-oil-exporting countries,
for their part, have shown diverse trends. The
terms of trade have been distinctly unfavour-
able for some medium-sized and small coun-
tries and less unfavourable for others. If the
whole group of non-oil-exporting countries is
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considered, it will be seen that the improve-
ment in the terms of trade favoured them for a
relatively short period, particularly in the two
years 1972-1973, but the position of this group
of countries subsequently deteriorated and the
index of the terms of trade in goods and services
recorded a level very similar to the average for
the 1960s, which in its turn represented a dete-
rioration with respect to the levels of the pre-
vious decade.

Far-reaching changes have taken place in
Latin America’s external financing. This refers
to the amount and composition of financing
according to its sources. The balance-of-pay-
ments current account deficit for the group of
non-oil-exporting countries has increased con-
siderably, reaching an average for the 1870s of
3.2% of the gross domestic product: a much
higher proportion than the average of 1.9% re-
corded in the previous decade.? The inflow of
external funds, however, tended to exceed the
current account deficit in many countries and
contributed to the growth of foreign exchange
reserves. '

The other notable fact is the transcenden-
tal change that has taken place in the sources of
financing. In the 1950s and the early 1960s,
most of the funds entering Latin America con-
sisted of official long-term capital and, in part,
direct investment; in recent years, however, a
large proportion has consisted of short- and
medium-term loans from private banking and
commercial sources, atincreasing rates of inter-
est. The level of commitment represented by
external financial services with respect to na-
tional income and the current value of exports
has therefore risen.

The nature of these financial flows and the
situations of indebtedness created constitute
factors of uncertainty and instability as regards
their future prospects, above all if it is taken
into account that they have so far made it pos-
sible to cover import needs which would other-
wise have been more restricted, with an ulti-
mate impact on the rate of economic growth
and investment,

The result of this process has been an ap-
preciable increase in the external debt, which

2Percentages estimated on the basis of figures expres-
sed in dollars at 1975 prices,

rose from some 10 billion dollars in 1965 to
about 100 billion at the beginning of 1979, In
short, a situation of external vulnerability has
gradually arisen, which has special signifi-
cance in the analysis of development policy
prospects and guidelines.

Although the economic integration agree-
ments, with the exception of the Andean
Group, have met with difficulties and in the
majority of cases have failed to achieve the es-
tablished goals and objectives, important prog-
ress has been made in multinational infrastrue-
ture investment, particularly in the energy
field, as well as in the expansion and diversifi-
cation of intra-regional trade,

The proportion of total exports destined to
other countries of the region has increased. Re-
ciprocal trade has a bigger content of industrial
goods, especially intermediate products and
capital goods, and in some sectors these flows
represent an important growth factor.

Cerlain technological flows have also been
promoted between countries of the region, al-
though this is far from representing a substan-
tial change in their heavy technological depen-
dence on the industrial countries.

3. Persistence of social problems

In most countries the high rate of population
growth was maintained through the 1970s, al-
though it tended to diminish in the latter years.
In contrast, the growth of the labour force ac-
celerated as a result of the population rends in
previous decades and the greater participation
of women in economic activities. The process
of rural emigration continued and urban con-
centration was intensified, with its immediate
effects in terms of the availability of manpower
and increased pressure on the physical and so-
cial infrastructure of the cities.

The heterogeneity which has character-
ized the structure and development of the
Latin American economies, and particularly
the structure of the industrialization process,
does not seem to have diminished during the
decade. The incorporation of modemn technol-
ogy appreciably helped to increase production
but had a limited spread, so that in this stage of
Latin American development the differences
in productivity between various segments of
production have persisted or even increased.
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To this heterogeneity inherent in the urban
area has heen added a growing differentiation
in the productivity of the rural area. Here, the
development of modern agricultural enter-
prises, in a setting where the traditional rural
economy changes slowly, has been reflected in
marked inequalities in the productivity of the
various systems of farming, with income distri-
bution implications which may easily be imag-
ined,

In the context of this economic and social
process, employment problems and the magni-
tude of the poverty situations have not been
attenuated either: in fact, everything seems to
indicate that they may have been aggravated,
particularly as a result of the slowing down of
the economic growth rate recorded in many
countries in the last few years. Various studies
around 1970 indicate that the total underutili-
zation of manpower may be estimated at the
equivalent of about 30% of the total economi-
cally active population, and that one-fifth of
such underutilization represents open unem-
ployment. Furthermore, there are impressive
differences in household income between the
various social sectors, the share of a large mass
of the population in national income being
minimal.

This brings out the magnitude of the pov-
erty situation, since estimates (also for the be-
ginning of the decade) indicate that —with
substantial differences between countries—
the region as a whole records 40% of all families
as affected by situations of extveme poverty,
and nearly half of them could be regarded as
indigent.

The evaluation of the social process pre-
vailing in Latin America could therefore be
surnmarized in the following concepts expres-
sed in resolution 386 adopted at the eigh-
teenth session of CEPAL: “The farreaching
social changes which have accompanied the
prevailing process of economic growth in the
region have helped to shape societies which
are unjust and highly polarized, with increas-
ing social differentiation and extremely un-
equal distribution of the benefits of growth”,

4, Final considerations

The review of economic and social develop-
ment in Latin America, some of whose salient

features have been set forth briefly abuve,
stimulates certain reflections which it is useful
to note in connexion with the discussion being
held on important aspects of the new Interna-
tional Development Strategy. In this schematic
document, special reference is made to the
economic growth potential, the need for the
expansion of trade, essential aspects of the re-
gion's external vulnerability and, finally, the
equitability and social content of the develop-
ment process.

The region as a whole showed itself to pos-
ses real growth capacity which enabled it to
expand at an average rate of 7.4% in the period
1970-1974, although it must be recognized that
considerable differences existed between one
country and another. If it is taken into account,
however, that many countries grew at low rates
which were undoubtedly lower than they
might have attained, it would seem safe to say
that the region has a considerable economic
growth potential.

Experience during this period showed that
when external conditions are favourable the
region is capable of prometing a dynamic and
large-scale process of investment and eco-
nomic growth, This is not a new feature, but it
acquires special significance in this new stage
of economic development attained by Latin
America, because of the projections it may have
within the framework of a new structure of the
world economy, and because of its capacity to
give greater weight to the social aspects of the
development process.

The nature and extent of the effects pro-
duced by the evolution of the world economy
and particularly the growth rate of the indus-
trial countries on the economic growth of the
countries of the region was evident. This is
explained by the important role played in the
context of the structure and factors of economic
growth by external demand, the terms of trade,
the supply of essential products required for
economic growth and the availability of financ-
ing for increasing external purchasing power, It
is therefore suggested that clear objectives be
established in this connexion, and experience
has shown the need to provide the internation-
al machinery necessary to take care of situa-
tions created by unfavourable external factors
beyvond the countries’ control, such as the
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adverse effects of recession and fluctuations in
the world economy. The Strategy for the Sec-
ond Development Decade did not consider
this aspect because it was based essentially on
the premise of sustained growth ot the world
economy,

It is clear that the region needs expanded
external trade and financing in consonance
with its economic development goals. Within
the context of the structure of external rela-
tions, particular importance attaches to the de-
velopment of active trade with the developed
countries, with which the region currently con-
ducts two-thirds of its trade. It depends on
these countries for supplies of basic inputs,
capital goods and technology, which are essen-
tial for carrying on the process of production
changes and, in particular, industrialization
plans. Accordingly, access under satisfactory
conditions to the developed countries’ markets
which will facilitate the growth of exports of
basic commodities, semi-manufactures and
manufactures is an essential requisite for accel-
erating growth. Of course, Tegional co-opera-
tion and the expansion of reciprocal trade are
also essential requisites, but they cannot be
considered as substitutes for the first. Both
strategies should be envisaged as comple-
mentary objectives, above all in the period
covered by the 1980s.

These objectives, which are consistent
with the national policies that have gradually
been consolidated in the sense of promoting a
development strategy with an increasing de-
gree of openness to the exterior, come up
against opposing or decidedly unfavourable
trends and policies on the international scene,
particularly in the central industrial countries,
These are widespread inflation and unstable
commodity prices, which ultimately lead to a
deterioration in the terms of trade to the extent
that they are not counteracted by rises in Latin

America’s export prices; the restrictive policies
and prospects of recession or slow economic
growth in the industrial countries, which limit
external demand; and the resurgence of pro-
tectionist measures which hamper or impede
proper access to those countries” markets, ad-
ded to which is the rise in the prices of fuels for
importing countries, '

This situation becomes even more com-
plex because many countries of the region have
accummulated substantial amounts of external
indebtedness and the servicing of this repre-
sents high proportions of the value of exports,
so that in some cases it will be difficult to ex-
ceed certain limits in respect of the debt unless
current export eamnings increase appreciably,
It is clear, therefore, that the acceleration of
Latin America’s economic development is
likely to face serious difficulties if such trends
persist in the world economic situation. In
these circumstances, the need for a vigorous
regional co-operation policy once again arises
in a new context,

The government appraisals made in
CEPAL (Quito, Chaguaramas, Guatemala and
La Paz} repeatedly make two fundamental
comments on the styles of development pre-
vailing in the region. One is that the develop-
ment process fails to incorporate the whole
mass of the population, and the other is that the
benefits of economic growth are not equitably
distributed. This situation will tend to zet
worse with the acceleration in the growth of the
labour force. It will therefore be necessary to
suggest strategies and policies on a more in-
tegrated basis and to promote structural and
institutional changes which will lead to a new
orientation of the development process, with a
view to giving this wider social repercussions,
increasing employment, improving income
distribution and eradicating situations of ex-
treme poverty within a reasonable period.
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Economic development projections for the 1980s:
the growth rate and the external sector

L. Growth in population and in the labour
force and the need for more rapid
gconomic growth

Future changes in the population, its composi-
tion and location and their repercussions on the
labour force are of special importance in exa-
mining the basic objectives of the development
strategy, especially because of the magnitude
of unemployment and underemployment, the
extent of poverty and the highly unequal dis-
tribution of income which prevails in the
countries of the region.

The rate of population growth has ac-
celerated in the past three decades, reaching a
peak at the beginning of the 1970s. In recent
years a decline in the high rate of population
growth has begun, and has become quite sub-
stantial in some countries. This is the result of
the economic and social changes and transfor-
mations characteristic of this stage of Latin
American development, which are taking place
at the same time that more favourable official
and private attitudes to the adoption of po-
pulation policies are developing. It is esti-
mated that the present population growth rate
of 2.7% a year will gradually decline, with an
accentuation of this trend towards the end of
the century, though even then the rate will still
remain relatively high, probably slightly over
2% a year. In this way, it may be expected that
the population of the region will increase by
more than 100 million in the 1980s, from 360
million to 470 million, reaching a figure of
around 580 million by the year 2000, according
to available estimates,

In the next twenty years the marked differ-
ences in demographic processes which have
been observed between the countries of the
region will make themselves felt even more
strongly. A group of countries comprising Ar-
gentina, Chile, Cuba and Uruguay will con-
tinue to record a decline in their population

growth, and their population will increase by
between 0.9% and 1.5% a year. The absolute
totals for the rural population will fall, while
the labour force will expand substantially faster
than the total population, tending to decline to-
wards the year 2000,

Another group of countries, comprising
Ecuador, Mexico and the majority of the
countries of Central America, will maintain
vigorous population growth, with annual rates
of 3% or more for the total population, even
though in some of them these rates will be
lower than those of recent vears. These
countries will continue to experience strong
growth in the urban and rural population, and
the labour force will grow more rapidly than
the total population.

Finally, a third group of countries, which
includes Brazil and Colombia, among the
countries with larger populations, show trends

- of an intermediate type. There will be appreci-

able drops in their population growth rates, but
on the other hand growth of the labour force
will rise to around 3% a year or even more.
The spatial distribution of the population
will continue to change rapidly, and both indi-
vidual population centres and the structure of
Latin American societies will acquire new fea-
tures. The growth rate of the rural population
will tend to fall, and in the demographically
less dynamic countries the rural population
will contract in absolute terms. By the year
2000, about 80% of the population of the region
as a whole will be urban, and two-thirds of the
total population will live in towns of over
20,000 inhabitants. In all the countries the rural
population will make up less than half of the
total, and the degree of urbanization will be
much higher than the average in the southern
countries. .
This growth in the population and change
in its distribution will have serious economic,
social and political repercusions, Firstly, there
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will be a considerable expansion of potential
and actual demand for goods and services,
especially if efforts are made to achieve
specific objectives as regards improving the
living conditions of all sectors of society and
reducing or eradicating situations of poverty
and indigence within a reasonable period of
time. Secondly, the spatial changes in the
population will lead to profound changes in the
form, size and relative importance of the urban
and rural strata of Latin American societies; in
particular, the growth of the urban population
will exert strong pressure on the physical and
social infrastructure. Thirdly, there will be a
shift in the problems of unewployment and
underemployment from the rural areas, with
increased impact on underemployment and
marginal or low-productivity occupations in
the urban areas, to the extent that development
strategies and policies do not satisfactorily
tackle these problems. Fourthly, it is also clear
that this population increase could broaden
and diversify the markets of the Latin American
economies if sucees is achieved in promoting a
dynamic process of absorption of the labour
force in production, raising per capita income
and improving income distribution.

The explosive growth which will take
place in the economically active population un-
doubtedly represents an exceptional challenge
for development strategies and policies. An-
nual growth rates in the labour force of around
3% or even more, deriving from the age
structure of the population and the greater
participation of women —factors which will not
be modified in the immediate future even if the
decline in population growth is greater than
expected— are extremely high, and give rise to
an employment problem which is very dificult
to solve and which is aggravated by the high
levels of present unemployment and underem-
ployment of the active population.

There will be a need, accordingly, for a
form of economic development which is sub-
stantially more dynamic than that recorded in
the region as a whole in the past, and much
more so, of course, than that which has been
achieved in recent years. It should not be
forgotten that as economic growth accelerates,
50 does the increase in the product per emp-
loyed person, because of the progress which

must be recorded in the introduction of new or
modified forms of production. As is well
known, there is a trend towards an increase in
the capital required per person employved, as
well as a sharp rise in the volume of output
which is needed to absorb the same quantity of
labour,

2. The requirements posed by more rapid
economic growth

(a) Scenarios of Latin American economic
growth. The saving and investment ve-
guirements and the sectoral structure

In order to pursue its analysis of development
strategies and policies, CEPAL is carrying outa
programme of prospective studies covering the
1980s and, as far as some aspects are concerned,
extending to the year 2000. At this stage the
study is being carried out on the basis of a
macroeconomic analysis covering most of the
countries of the region. The analysis examines
three economic growth scenarios: one based on
historical trends, one on moderate acceleration
and the third on increasing acceleration,

For the region as a whole these scenarios
give economic growth rates ranging from 6.3%
to 8% per vear. [t must be clearly understood
that these are not forecasts, but form part of a
study whose basic aim is to supply inputs for
the analysis of the problems and the clarifica-
tion of certain aspects related to the nature and
magnitude of the objectives which must be
pursued by development strategies in relation
to the acceleration of the growth rate for the
next decade.

The scenario based on past trends {6.3%)
represents a weighted average of the historical
rates of growth of the gross domestic product
recorded by each of the Latin American
countries since the war. The most dynamic
scenario (8%), for its part, has been designed to
examine first and foremost the requirements in
terms of economic growth and transformation
of production which would be implied by the
Lima industrialization target® and greater ab-

3“Lima Declaration and Plan of Action on Industrial
Development and Co-operation”, Second General Confer-
ence of the United Nations [ndustrial Development Organ-
ization, Lima, March 1975,
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sorption of the labour force. In this context, the
“moderate acceleration” scenario falls in an in-
termediate position, This is the s¢enario which
is studied below.

For the region as a whole this scenario
implies a growth rate in the gross product of
about 7.5% a vear. Consequently, it represents
higher growth than the scenario based on long-
term historical trends, for each of the countries
considered, but as a whole would mean relative
economic growth roughly equal to that re-
corded by Latin America in the first four years
of the 1970s. However, it should be em-
phasized that during that period growth was
principally concentrated in two or three
countries, while the scenario under considera-
tion assumes a more rapid growth rate in all the
countries,

Achievement of this growth target would
require a high level of dynamism of invest-
ment, the coefficient of which in relation to the
product would have to rise to over 25%. In
principle it is estimated that this would not
represent an insurmountable obstacle, because
the region has, especially in its boom period,
provided evidence of its capacity to promote a
very substantial investment process. Domestic
saving would have to rise appreciably if —as
would be desirable— external financing were
limited to reasonable proportions vis-d-vis in-
vestment, the product and exports.

However, it should be noted that the con-
ditions and performances outlined in this
scenario vary from one country to another, and
there are many cases where a more rapid
growth rate calls for much greater relative in-
creases in investment and domestic saving
—and, accordingly, a more intensive effort—
than in other cases. It is also evident that the
relative importance of external financing com-
pared with the levels of the product and of
investment would likewise be substantially
different from one country to another.

In this growth scenario, industrialization
would acquire a relatively high level of
dynamism and its annual growth rate would be
slightly over 8.5%. This implies a much more
rapid and thoroughgoing process of industrial-
ization than in the past. It will be necessary to
include new activities with higher technologi-
cal content and greater investment of capital in

the essential intermediate products and capital
goods branches. In this new stage, industrial-
ization will have to take place in the best possi-
ble conditions of economic efficiency, since
the achievement of this growth scenario calls
for substantial expansion of trade in man-
ufactured products among the countries of the
region and exports to the markets of the de-
veloped countries and other developing areas.

The agricultural sector will also have to
expand more rapidly. The macroeconomic pro-
jections drawn up on the basis of the historical
ratios observed in the various countries be-
tween the product of the agricultural sector and
the gross domestic product indicate, for the re-
gion as a whole, an annual agricultural growth
rate of about 4.2%. More specific and detailed
studies carried out in the Joint CEPAL/FAO
Division, using the methodology and technical
information supplied by FAO, give a similar
rate of 4.3% per year, on the basis of a growth
rate in the domestic product of about 7.5% and
specific assumptions concerning external trade
in agricultural products.

Project 2000 drawn up by FAO presents a
normative scenario of economic development
for Latin America which implies for the region
as a whole a 6.9% growth rate in the product in
the 1980s and a rise of 4.1% in gross agricultural
output, Naturally, this rate would be slightly
higher using an economic growth scenario with
greater dynamism, such as the one considered
in this document,

It is not easy to indicate accurately the de-
gree of comparability between the projections
produced by the macroeconomic model and
the other two projections referred to, which
relate to gross sectoral output. However, they
all agree that the {gross) growth rate in ag-
ricultural output consistent with the economic
development scenaric under consideration
would have to be somewhat over 4% a vear.
This implies a fairly substantial degree of ac-
celeration over the historical trends and over
the trends of the present decade, which, ac-
cording to national accounts statistics, reflect
growth of about 3.5% a year. The FAO series on
gross output indicate slower growth: the 1978
levels of output imply an annual cumulative
rate of 2.9% compared with the average for the
three years 1969-1971,
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This increase in agricultural output in the
region is essential to meet the growth in
domestic demand resulting from the expected
growth in income —which would be still
further intensified if targets were laid down for
the eradication of extreme poverty or situations
of indigence— and the need to meetatthe same
time the objectives of increasing exports of ag-
ricultural products and reducing imports from
outside the region.

Various studies provide data which de-
monstrate the feasibility of more rapid growth
in agricultural output. The greater dynamism
would have to be achieved through greater re-
course than in the past to raising the productiv-
ity of the cultivated land; however, increases in
area will continue to be an iraportant factor in
raising output from this sector.

Analysis of energy requirements is a prob-
lem of special concern, because of the major
impact they have on the technological and
economic policy strategies of the development
process. In present circumstances enexgy is of
course a key aspect which must even be taken
into account in assessing the feasibility of the
scenaries themselves, in view of the basic and
complementary nature of energy as a factor in
the production of goods and services, to such a
point that it is one of the defining features of the
style of development of this industrial age.

Naturally, this examination must refer to
the concrete situations in each of the Latin
American countries. In this regard there are
few comprehensive prospective studies of a
technological and economic nature, and the
overall analyses of projections which the sec-
retariat has undertaken are still being pre-
pared. However, a few general observations
can be made to illustrate the nature and
magnitude of the energy problem in relation to
Latin American economic growth.

As was explained in the previous chapter,
total energy consumption measured in terms of
the use of primary sources increased over the
postwar period at an average rate of about 5.5%
a vear; in other words, for the region as a whole
energy requirements grew at the same rate as
the domestic product. Much greater growth
was recorded in commercial energy (almost 7%
a year), because of the replacement of tradi-
tional sources.

As aresult of the increases currently accur-
ring in the real prices of hydrocarbons, which
for the region as a whole make up more than
60% of total energy supplies, it may be ex-
pected that the elasticity of demand vis-d-vis
the product will tend to fall and that deliberate
policies will be applied to restrain energy con-
sumption in specific sectors or for specific
purposes. At the same time, however, it is clear
that the rate of economic growth and the
dynamism of the productive and technological
transformation which would accompany the
economic development scenario under consid-
eration in fact imply an appreciable increase in
the product per person employed and a greater
input of energy, in line with familiar technolog-
ical patterns. As a result, unless other styles or
scenarios of development are conceived, it may
be assumed that, despite any economies which
may be achieved, energy needs will rise faster
than in the past and will tend to double within
10 to 12 years under the economic growth
hypothesis of 7.5% a year.

In view of the uncertain prospects ahead as
far as energy supplies are concerned, it is worth
analysing whether the conditions prevailing in
the countries of the region in this regard will
make it possible to meet the requirements re-
ferred to. Only a few general aspects of this
issue will be mentioned here.

It should he noted that the region as a
whole is a net exporter of energy to the rest of
the world. However, as was pointed out in
chapter 1, the exportable balances have been
declining. In recent years this situation has
tended to change somewhat with new flows of
exports, principally from Mexico. The studies
on this subject must be updated, since there is
much uncertainty concerning the evaluations,
At present no more than five countries are
genuine net exporters of hydrocarbons, while
all the others are net importers, although they
display widely varying degress of external
dependence.

A variety of situations exist at the national
level. On the one hand, the oil-exporting
countries have strengthened their financing
capacity and, as their terms of trade continue to
improve, their opportunities for more rapid
economic growth will broaden still further. On
the other hand, the non-oil-exporting countries
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face a variety of prospects. In some, the import-
ance of external fuel supplies in relation to pro-
jections of total demand, and the size of fuel
costs compared with current income in foreign
exchange, are relatively small. Their demand
for imports of hydrocarbons will tend to grow at
different rates depending on the development
of domestic production and the results of the
energy measures and policies adopted. Their
balance-of-payments problems may worsen,
but they are very unlikely to prove an in-
surmountable obstacle or to do any more than
other factors to hamper progress towards the
target of more rapid economic growth, In con-
trast, there is another large group of countries of
various sizes where the degree of dependence
and the relative importance of the cost of im-
ports are much greater, and constantly growing,.
In this group there are many cases where the
energy problem is becoming extremely im-
portant, and where economic growth scenarios
cannot be considered independently of energy
prospects and programmes. In these countries,
economy in the use of energy, the replacement
of hydrocarbons by other conventional and
non-conventional energy sources, the reduc-
tion of dependence on petroleum imports and
the expansion of exports in order to increase
external purchasing power must be regarded as
inescapable objectives of the development
strategies and policies. The need to tackle,
within a framework of regional co-operation,
the problems of the balance of payments and of
access to a stable supply of energy which are
facing the countries most seriously affected by
the energy shortages was recognized by the
Extracrdinary Meeting of Ministers of OLADE
{Costa Rica, 6-8 July 1979) in the “Declaration
of San José”: “A lasting solution to the present
crisis calls for immediate and continuing efforts
to increase the supply and diversify the sources
of energy, and to rationalize demand. How-
ever, because of the specific characteristics of
the sector, these actions can only bear fruit in
the medium and long term. Accordingly, it is
urgently necessary to seek machinery to guar-
antee in the shorttern a stable supply of energy
to the developing countries which at present
import it

APuaragraph 6 ol the Declastion of San Jase,

“In the short term, there is an urgent need
to deal with the problems arising from the seri-
ous balance-of-payments situation being ex-
perienced by some oil-importing countries of
the region. However, this should not mean ig-
noring long-term programmes to attack the
structural roots of the present situation: basi-
cally the poor progress made in the exploitation
of local energy sources both in relatively less
developed countries and in countries at an in-
termediate level.”’s

This growth scenario implies a substantial
sectoral and technological transformation of
the economies of the Latin American countries.
According to it, the share of the agricultural
sector will fall appreciably, while that of the
manufacturing sector will rise. The dynamism
of this process and the levels of the indexes of
the sectoral breakdown of the product will vary
between countries, and these will continue to
record substantial differences in degrees of de-
velopment over the next 20 years.

This scenario is alse characterized by a
sharp increase in the product per person em-
ployed, which indicates the strong process of
technological transformation which would
spread through the national economies. This
aspect applies to almost all the various groups
of countries. It is more intense in the man-
ufacturing sector compared with the ag-
ricultural sector and the economy as a whole.
This disparity in the growth of productivity be-
tween and within the economic sectors raises
serious problems which will have to be taken
into account in formulating policies to impreve
the distribution of income.

Despite the rise in the productivity index-
es, the greater dynamism of the economy will
be reflected in a higher level of absorption of
the labour force, which, for the region as a
whole, could actually equal the increase in the
economically active population. Even so, how-
ever, this would not solve the problem of un-
employment in a relatively short period, be-
cause of the extent of underemployment and
open unemployment. Nevertheless, improved
levels of productivity and income would be
promoted for that segment of the population.
The structure of employment would have to

FPwrugraph 19 of the Declamtion of San José.
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undergo substantial changes, not only as re-
gards its sectoral distribwtion, but also as re-
gards ity breakdown in terms of the nature of
the occupations and their degree of skill, This
raises the question of the training needs of the
economically active population, which must
also be examined.

(b} Import requirements

In most of the countries of the region, from the
end of the 1960s up to 1974 the volume of im-
ports grew rapidly, and faster than the domestic

product. This occurred in the context of

structural changes in the direction of more
aopen relations with foreign countries, the di-
versification of exports, greater use of external
financing, and active participation by the trans-
national corporations in the economies of the
countries of the region. In contrast, in the last
four vears, as a result of the serious balance-of-
payments problems in the non-oil-exporting
countries, the dynamism of imports has fallen
50 much that in some cases there has even been
a fall in absolute levels, particularly in the most
important countries of the region.

These prospective studies examine the
possible future trend of imports in the context
of a dynamic process of growth, taking into ac-
count various factors concerning the character-
istics of this process, especially its relations
with the product and investment. This analysis
shows that the import requirements will tend to
grow for almost all the countries, and for the
region as a whole, slightly faster than the do-
mestic product. Thus in the scenario under
consideration imports would grow at a rate of
8.0% per year in the 1980s. In this way the
value of imports of goods and services in 1990,
at constant 1975 prices, would be 2.6 times
higher than the average recorded in recent
years {1976-1978). The predominance of inter-
mediate products and capital goods would con-
tinue, and the greatest relative increase would
occur in imports of capital goods.

(¢c) Export requirements and the balance-of-
puyments problem

It is clear, therefore, that the external purchas-
ing power of the Latin American countries will
have to grow much more than in the past in

order to satisfy this demand for imports of
goods and services., This growth will depend
on three principal sources: (i} volume and di-
versification of exports; (ii) evolution of the
terms of trade; and (iii) possible extend of ex-
ternal investment and financing. Thus, for ex-
ample, if it is assumed that the terms of trade
will remain at their 1976 levels, and that the
ratio between net external financing -—equiv-
alent to the deficit on the current account of the
balance of payments— and the domestic prod-
uct will remain similar during the 1980s to that
recorded by the countries during the past de-
cade, then for the region as a whole revenue
from exports of goods and services should in-
crease at a rate similar to that of imports (8%
annually during the 1980s), while net external
financing will represent an average of 2.8% of
the gross domestic product, and about one-fifth
of exports of goods and services by 1990. Obvi-
ously, export needs will be lower if there is
more net external financing, and the same
would apply if the terms of trade improved. It
has therefore been calculated that the required
exports of goods and services will grow at 7%
per year, if net external financing increases still
further during the 1980s to reach 4.4% of the
gross domestic product by 1990. This coeffi-
cient will be even higher in the following de-
cade if exports continue to grow at the same
rate. Thus, servicing and profits of foreign debt
and investment would tend to reach very high
levels with respect to current export earnings,
leading to situations which it would be difficult
to manage in practice; this would also imply a
structure of economic growth in which the do-
mestic saving coefficient would tend to decline
as economic growth accelerated. Naturally, this
structure could improve appreciably with fa-
vourable changes in the terms and conditions
of the transfer of real resources to the develop-
ing countries. In any event, it is clear that the
growth of exports and the improvement of the
terms of trade are basic factors in this economic
growth scenario.

This raises the problem of examining the
projections of the external demand required to
satisfy Latin America’s export needs and the
nature and scope of the structural changes
which should be encouraged in the interna-
tional order so as to boost the growth of the
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trade of the developing countries. There are
various projections based on different hypoth-
eses concerning world economic growth and in
particular the growth rate of the industrial
countries,

The secretariat too has studied this ques-
tion, and its bhasic global findings are broadly in
agreement with other projections if the com-
parisons are made in similar conditions. One
study, essentially hased on historical trends,
gives the following results: if world trade grows
in the 1980s at a rate of 7% or slightly more and
the region follows past trends, the growth rates
of exports will alse be similar to thase in the
past: around 5% per year. This implies a con-
tinuing decline in the region’s share of the
trade in primary commodities and fuels, while
manufactured products would increase at a rate
similar to that of world trade (8% to 9% annu-
ally).®

As was pointed out above, however, in the
course of the 1970s the Latin American coun-
tries made great efforts to change past trends by
means of deliberate policies to promote and
diversify exports, and the trends have under-
gone a2 number of important changes. It is in-
teresting to note that in the last three vears
(1977-1979) Latin American exports {(excluding
Venezuela) grew at an annual rate of nearly
10%.

The projections thus reflect a great differ-
ence between the growth rates of exports and
those of imports, leading to a large and increas-
ing deficit in the trade balance. However, it is
necessary to recall what was said earlier about
the fact that these results stem from projecting
the slow growth rate of primary exports and
their declining share of world trade; the trends

#1n the quantitative prospective studies prepared by
the Department of International Economic and Social Af-
fairs (DIESA) at Headquarters on the basis of trends in o
more recent period, the highest growth variant (4) projects
an annual growth rate of 5.7% for Latin American and Ca-
ribbean exports of goods and services, The World Bank, in
its World Decefopment Report, 1979, publishes the results
of three projections of the growth of the world economy
during the coming decade, defined as “base”, “high” and
“low”, respectively. In the hase projection, world trade in
goods grows hy 6% und exports of the developing countries
by 8.5%; in the high variant, these Fgures are 7.3% and
7.6%, respectively. It should be noted that the growth eates
of the gross domestic product of the industrialized cour-
tries are 4.29% and 4.9% tor the same variants,

of fuel exports, which may now change consid-
erably with Mexico’s new position as an oil
exporter: and past trends in Latin America’s
share of manufacturing exports, This structural
picture will necessarily change in line with the
larger size and altered conditions of production
and supply of the Latin American economies,
as assumed in the scenario under considera-
tion, and with the structural changes which
must be encouraged in the world economy with
a view to the establishment of a new intermna-
tional economic order.

A number of quantitative studies have
been made of the possibilities and policies for
reducing this potential trade account deficit,
and of its effects on the economic growth rate. It
is quite clear that extermal financing cannot be
the main means of covering this deficit, which
is aggravated by the outflows stemming fromn
payments of profits and servicing on foreign
investment and debt. This would not be viable
because of the size of the deficit, and would not
be sensible because of the reasons given above
in connexion with the significance of the deficit
and the adverse effects which a policy of that
kind would have on domestic saving,.

Broadly speaking, the complementary
global aspects which should be taken into ac-
count are: {i} the growth and diversification of
exports surpassing the results of the trend pro-
jections: {ii) the improvement of the terms of
trade; (iii) the possibilities of holding down
imports below projected levels; and {iv) the use
of more external financing than is proposed in
the prospective studies.

The growth of exports should be consider-
ed from the standpoint of their composition and
markets. With regard to the growth rate and
structure, it was pointed out in chapter I that
the process of diversification of exports under-
way since the end of the 196(0s was stepped up
during the 1970s and that this occurred both in
the case of primary commodities and thanks to
higher exports of manufactured goods. Never-
theless, for the region as a whole exports of
manufactures only represent about 20% of the
total, and are concentrated in the large and
some medium-sized countries. Naturally, this
export structure must change in favour of a
higher share of manufactures, including bran-
ches with more advanced technology content,



LATIN AMERICA AND THE NEW IDS | Prajections Cendre, CEPAL g1

all of this in keeping with the transformation of
production and technology which accompanies
the economic development process, and with a
development strategy aimed at maintaining a
certain degree of external openness in order to
favour the most efficient allocation of resources
and the growth of productivity. The same rea-
soning, particularly in relation to resource en-
dowment, applies to the greater growth which
should be achieved in exports of primary com-
modities with an increasing degree of process-
ing: in this case there is also the fact that these
branches account for a large part of the total
exports of the region, particularly in the medi-
um-sized and small countries.

The substantial increase required in Latin
American exports for the coming decade
should therefore include the various branches
of primary commodities with a higher degree of
processing, new export flows and the growth
and diversification of manufactures, which are
the fasted growing international trade flows, It
is well known that Latin America’s share in
world trade in primary commodities has been
declining. These quantitative studies show
that if the region maintained a specific share of
that world trade and were allowed access to the
markets of the industrial countries, this would
suffice to permit its exports as a whole to in-
crease at a significantly higher rate than in the
past. In any event, manufactures should be-
come the most dynamic Latin American export
flows.

In recent years, about two-thirds of the val-
ve of total Latin American exports has been
absorbed by the developed countries, as op-
posed to a little under 20% by the Latin Ameri-
can countries themselves, a little under 10% by
the socialist countries and 4% by the other de-
veloping areas. In these circumstances, it is
obvious that the achievement of the export tar-
gets required by the economic growth of the
region will depend heavily, especiully in the
first stage, on their access and increased flows
to the industrial countries which currently ab-
sorb such a high proportion of them, as indi-
cated above. In turn this will depend on the
growth of those countries’ external demand,
and in particular on deliberate policies aimed
at removing the notorious restrictions of all
kinds which limit access to their markets, and

on policies to restructure their domestic eco-
nomic activity and bring about the basic condi-
tions for a new, expanding place for the devel-
oping countries in the world economy.

These studies also show very clearly that
despite the positive results which may be
achieved in increasing and diversifying exports
to the developed countries, the growth of intra-
regional trade also appears to be a necessary
condition for accelerating the development of
the Latin American countries. This trade has
been growing faster than trade with the rest of
the warld. At the heginning of the 1960s, ex-
ports to the region represented only 8% of the
total, as against 17% today;” furthermore, the
composition of these flows of exports of goods
is different from that of trade with the rest of the
world, since they predominantly consist of new
branches of intermediate manufactures and ca-
pital goods,

Itis likewise clear that growth of trade with
the socialist countries and other developing
areas should be another complementary objec-
tive, in order to make use of the enormous po-
tential of those areas. Besides, these objectives
are included in national policies and CEPAL is
carrying out basie studies in this field.

The fluctuations and deteriorations of the
external terms of trade have major effects —fa-
vourable and unfavourable— on the balance of
payments and the course of investment and real
income in the Latin American countries, These
prospective studies assume constant terms of
trade at the 1976 level. An account of the rela-
tive position of the indexes during the 1970s
was given in chapter I above. It may be noted
that the terms of trade tended to improve in
1977 with respect to 1976, but worsened in
1978 and 1979. The outlook for the terms of
trade is far from encouraging, particularly in
the short and medium run, due to the increas-
ing cost of imports from the industrial coun-
tries, the higher prices of fuels, and the instabil-
ity and uncertainty regarding the prices of pri-
mary commodities. To the extent that the terms
of trade deteriorate, the balance-of-payments
problems will also worsen. Hence the crucial

TThese figures do not include the countries and terri-
tories of the Caribbean, with the exception of Haiti and the
Dominican Republic,
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importance attached by Latin America and the
developing countries to achieving stable and
remunerative real prices for commodities in
international markets.

The model used in these economic devel-
opment scenarios assumes that imports will
grow relatively faster than the domestic prod-
uct. The product-elasticity of the projected im-
ports is lower than was actually the case in the
first vears of the 1970s; however, the models
present a relatively open growth structure in
comparison with what occurred in past decades
when the import substitution model prevailed.

The question which arises with regard to
the potential deficit under examination is
whether it would not be possible to secure the
proposed economic growth with an import
elasticity less than that resulting from these
studies. This is a crucial question at a time of
growing protectionism and resistance on
the part of the developed countries to the
idea of adopting effective measures to ex-
pand trade with the developing areas in the
framework of the restructuring of the world
economy. While it would be impossible to give
an exact technical answer on the basis of the
global analysis under consideration, some gen-
eral remarks should be made on this point. In
the first place, there are a number of reasons for
believing that within the framework of the pre-
vailing style of development, the import elas-
ticity resulting from the guantitative studies
may be considered reasonable from the stand-
point of a given structure of economic efficien-
¢y, However, another relatively less open
growth structure could be imagined, which
would involve a somewhat lower import coef-
ficient, and along these lines it might be con-
sidered that at least the large and some medi-
umn-sized countries are in a better position than

in the past, due to the industrial capacity they
have acquired and their larger domestic mar-
kets, to advance in the substitution of imports of
essential intermediate and capital goods, and
thus achieve an overall relative contraction of
their import needs.

The experience of the contraction or stow
growth of imports in the last four years could be
taken as an indication of their “excessive”
growth in earlier years and of the feasibility of
holding down the import coetficient at 1east in
the next stage of economic development. Obvi-
ously, however, the experience of this period is
relatively short, and has been marked by spe-
cial situations, so that it does not permit conclu-
sions to be drawn about the longer-term results
of that kind of policy. In addition, a policy of
this kind should unquestionably be considered
in the context of the growth of intra-regional
trade, since this would favour a more efficient
solution than a contraction of the import coeffi-
cient at the national level.

Finally, this discussion of the possible re-
duction of imports below the projected levels
also calls fora mention of the effects of essential
changes in the development strategies, leading
to income redistribution and social policies
very different from those which currently pre-
vail, It is usually believed that in such situa-
tions import needs could decline in relation to
specific global economic growth rates, but this
would undoubtedly have to be the result of
substantial changes in development and life
styles. Further study should be made of this
point in relation to concrete situations, because
it may also be supposed that development stra-
tegies differing from the prevailing ones would
mainly lead to major changes in the composi-
tion of imports and their social destination,
rather than in their total volume.
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III

Goals and objectives of Latin American development
and the new IDS

1. The preliminary outline of the new
Strategy and the need to incorporate regional
machinery for its implementation

(a) The preliminary outline of the new
Strategy

Resolution 33/193 provides that as far as its con-
ceptual content is concerned, the new Strategy
“should be formulated within the framework of
the New International Economic Order”, and
indicates the fundamental cbjectives the Strat-
egy should pursue at the world level and at the
levels of international economic co-operation,
co-operation among developing countries, and
the economic and social development of the
developing countries.

Although agreement has not vet bheen
reached on the outline of the Strategy and both
the formal and conceptual aspects are the sub-
ject of intensive discussions and negotiations of
a technical and political nature, the following
preliminary outline may be taken as a guide:

I. Preamble

1I. Goals and objectives
I1I. Policy measures
IV. Machinery for the implementation of

the Strategy
V. Review and appraisal of objectives and
policy measures

VI. Mobilization of public opinion.

At its last meeting the Preparatory Com-
mittee discussed a preliminary outline of the
preamble, but important conceptual aspects of
the new Strategy have yvet to be approved. It is
not easy to establish a clear criterion for decid-
ing what goals and objectives should be in-
cluded in section 1I witheut partially repeating
the proposals which might be considered in
section 111 on policy measures and institutional
reforms, and these difficnlties arise above all
when the objectives are expressed more in a
qualitative manner., The present document will
suggest a pragmatic solution, taking as a refer-

ence experience with the Strategy for the past
decade and the provisions of resolution 33/193.

Section TV proposes for consideration
three basic instruments for the implementation
of the Strategy, namely: (i) regional program-
mes of action for the implementation of the
Strategy; (ii) the negotiations which it has been
proposed to carry out in the United Nations, the
specialized agencies and other bodies, and (iii)
national development plans or programmes.
Section V deals with the machinery which will
be established for the periodic review and ap-
praisal of the objectives and policy measures;
this is a subject which will have to be examined
in the light of the experience of the past decade,
in order to ensure the greatest possible practi-
cal effectiveness. Finally, it is felt that since the
mobilization of public opinion is of the greatest
importance, it should be highlighted in a spe-
cial chapter.

The present decument will deal with the
targets and objectives from the Latin American
standpoint, and make a number of suggestions
about new aspects of the implementation re-
ferred to in section IIL, It will begin with this
section, since the ideas put forward have impli-
cations for all the other issues, and particularly
the identification and formulation of the targets
and objectives.

(b) Three basic mechanisms for the instru-
mentation and implementation of the
Strategy

The interesting question has been raised of the
consideration which should be given in the
new IDS to specific aspects and issues of the
regions and countries, above all in relation to
social development, regional co-operation, co-
operation between different developing coun-
fries or areas, mobilization of national re-
sources, regiunal or subregional infrastructure
plans and problems linked with the protection
of the environment. This is particularly impor-
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tant bearing in mind that the previous Strategy
was rightly criticized for the global nature of its
targets and objectives and the general character
of its proposals and policies. As a result, many
aspects of it are very difficult to implement in
practice, and in many cases it fails to provide
adequate reference points for carrving out the
periodic review and appraisal of its implemen-
tation, due to the variety of situations and per-
spectives existing in the countries and regions
of the developing world,

A practical solution, and one which would
represent a considerable step forward in com-
parison with the previous Strategy, would be
that once the new Strategy has been approved
by the General Assembly the regional econom-
ic commissions should prepare regional pro-
grammes of action to implement it in their re-
gion. Thus the regional economic commis-
sions, working at the level of their governmen-
tal bodies, could expand the general proposuls
and make them more specific, taking into ac-
count the particular conditions and the priori-
ties of each region, particularly as concerns na-
tional development policies, objectives and ba-
sic targets, regional co-operation and co-opera-
tion with other developing areas, and other is-
sues considered worthy of inclusion. The re-
gional economic commissions could also con-
sider major regional or subregional projects.

In this connexion, it is very important to
recall the attitude of the Committee for Devel-
opment Planning as set forth in paragraph 117
of the report of its fifteenth meeting (March-
April 1979), which states that “the adoption of
an International Development Strategy for the
Third United Nations Development Decade
by the General Assembly in 1980 should not be
an isolated act. Rather, it should be followed by
a continuing evolution of regional and subre-
gional strategies to elaborate more specific
goals and measures of policy in relation to re-
gional needs and circumstances. The dialogues
conducted among governments for this pur-
pose in regional and subregional forums should
pave the way for enhanced economic and tech-
nical co-operation among members of the rele-
vant regional or subregional bodies. The inter-
governmental forums of the United Nations re-
gional commissions are already available for
this purpose. They should serve as one of the

main ingtruments for designing and imple-
menting regional and subregional programmes
of action, thereby enhancing the operational
content of the Third Development Decade™*
The Committee for Development Planning
also stresses the need to select a limited num-
ber of major regional and subregional projects,
with the participation of the regional economic
COmMmIissions,

For its part, CEPAL has already taken de-
cisions on this question at its most recent ses-
sion. Resolution 386 (XVIII) on the prepara-
tions and contributions by CEPAL for the new
Strategy formulates a number of recommenda-
tions to governments and entrusts the secre-
tariat with various kasks which include in par-
ticular the following:

(a) The secretariat should prepare a re-
gional action programme aimed at instrument-
ing the implementation of the Strategy to be
adopted by the General Assembly;

{b) CEGAN should be convened before
the end of 1979 and during 1980 to evaluate the
progress made in the preparatory activities for
the new Strategy carried out by the Preparatory
Committee, and also the work of the CEPAL
secretariat in this field;

{¢) The member governments of the devel-
oping countries of the region should prepare
plans and programmes which include the for-
mulation of econemic and social development
objectives and goals for the forthcoming de-
cade, together with their relevant strategies
and policies, suitably linked with the instru-
mentation and implementation of the Strutegy
as far as the Latin American countries are con-
cerned;

(d} At the nineteenth session of the Com-
mission, which will be held early in 1981, a
regional action programme for the instrumenta-
tion and implementation of the new Internatio-
nal Development Strategy to be adopted by the
General Assembly should be considered, and
the development decade for the countries of
Latin America be proclaimed,

To the extent that some degree of compati-
bility can be achieved between the Interna-
tional Development Strategy at the world lev-

NI/ LOTH/37,
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el, the programme of action at the regional
level, and the programmes or plans of govern-
ments at the national level, highly effective
practical machinery will have been set up. It
would unquestionably be very useful to exam-
ine the implications of regional programmes of
action and the programmes or plans to be
adopted by governments, in order to secure this
compatibility between the three levels.

In addition, it is suggested that this chapter
of the Strategy should include the decisions
adopted on the programme of negotiations un-
der consideration by the General Assembly in
accordance with the draft resolution of the
Group of 77. In brief, there seem to be three
important elements, inier glia, which would
serve for the implementation of the Strategy
and the formulation of its periodic reviews,
namely: (i) the programme of negotiations; (ii)
the regional plans of action prepared by the
regional economic commissions; and (iii) the
national development plans or programmes. If
the new Strategy is conceived in this context,
the technical and political discussions within
the General Assembly could certainly be sim-
plified and facilitated.

2. Preliminary statement of goals and
ohjectives of the new Strategy in relation
to Latin American development

{(a) The problem of determining goals and
objectives

Given the interrelationships among the dif-
ferent topics to be covered by the IDS, it is
difficult to find a clear criterion for identifying
what should be included in the chapter on
goals and objectives as against what should be
covered by the chapter on policy measures.
Thus, for example, it may be considered that
the fundamental objective of the IDS is to ac-
celerate economic development and increase
the social welfare of the entire population of
the developing countries and that everything
else, such as investinent, saving, sectoral pro-
duction, foreign trade, the transfer of resources,
and so forth, represents constraints which
should be taken into account or means, instru-
ments or agencies needed to achieve this basic
goal. Obviously, proposals at this level of ab-

straction would undermine the practical use-
fulness of the Strategy, since it is essential to
establish targets and objectives of different lev-
els or dimensions which serve the triple pur-
pose of indicating the scope of the transforma-
tion and growth to be achieved, suggesting the
nature of the policy measures and institutional
reforms to be introduced, and providing as co-
herent an cutline as possible for appraising the
progress made and evaluating the effectiveness
of the proposed policy measures.

The relevant section of the Strategy for the
past decade sets forth two classes of targets and
objectives: (i) quantitative targets for the devel-
oping countries as a whole regarding the
growth of the global and pex capita domestic
product, agricultural output, manufacturing
output, domestic saving and exports and im-
ports; (ii} qualitative objectives of social devel-
opment relating to the distribution of income
and wealth, employment, education, nutrition,
housing, child welfare, the participation of
young people and the integration of women. It
thus appears that the approach adopted was to
consider only targets and objectives relating to
economic and social issues which should char-
acterize the growth and transformation sought
for the developing countries. Other targets and
objectives such as, for example, the quantita-
tive target for the transfer of resources, appear
in the major chapter on policy measures.

Various possible solutions may therefore
be considered: one would be to devote this
section exclusively to quantitative economic
growth targets and social development objec-
tives of the developing countries, introducing
where necessary ather targets and objectives of
a quantitative or qualitative nature concerning
other subjects in the chapter dealing with poli-
cy measures. Another possibility would be to
choose the most important aspects of the Strat-
egy at the world, regional and national levels,
for which purpose it would be necessary to
define these targets and objectives to serve the
three purposes described in the preceding
paragraph. This is certainly the most appropri-
ate procedure, especially in the present cir-
cumstances, where the Strategy is attempting
to introduce structural and institutional re-
forms aimed at shaping a new international
economic order. This represents a fundamental
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difference in comparison with the Strategy for
the second decade, which was conceived as a
programme of action to be carried into practice
within the framework of the existing order.

In keeping with this broader view of the
significance of the targets and objectives, and
taking into account the experience of the past
decade and particularly the provisions of rese-
lution 33/193, there follows an outline of the
different areas for which it is thought desirable
to define quantitative targets or qualitative ob-
jectives in the new Strategy. Six areas are iden-
tified, namely: (i) economic development; (ii)
social and human development; (iii) sel-reli-
ance and mobilization of national resources;
(iv) restructuring of the world economy; (v) re-
gional co-operation, and (vi) co-operation
among developing areas and countries.

The economic development targets and
objectives are mainly quantitative and in prin-
ciple concern well-known areas as described
below. It is suggested that they should include
objectives or targets for energy, in view of the
enormous importance of this sector for the
growth and structure of the social and econom-
ic process. This objective might refer to the
various aspects of production, conservation and
economy and the need to promote new energy
sources. The possibility should be considered
of establishing gquantitative targets which
could refer to the forthcoming decade in some
aspects and to the longer term in others.

With regard to sacial and human develop-
ment, five kinds of proposals are suggested: (i)
a global objective concerning the social aims of
economic development, and the social changes
and improvement of income distribution to be
achieved; (ii) an objective concerning the elim-
ination of extreme poverty; (iii) specific objec-
tives for employment, nutrition, education,
health and housing; (iv)} objectives for child
welfare, the participation of young people and
the integration of women; and {v) objectives for
the conservation of the environment.

Naturally, these are areas for which it is
difficult to establish quantitative targets of a
practical nature for the entire developing
world, given the diversity of situations and out-
looks and the great differences in the national
strategies and policies followed in this field.
The strategy should certainly indicate the ob-

jective or goal to be pursued in each of these
areas and establish in general terms the period
within which the proposed aims should be at-
tained. It should also be explicitly stated that in
their plans and programmes the regional eco-
nomic commissions, in co-operation with the
specialized agencies and above all the coun-
tries, should define more precisely the concep-
tual content of the objectives and the time pe-
riod for achieving them. Very broad proposals
regarding objectives in this field have been put
forward at regional and international confer-
ences, and they all coincide in referring to the
achievement of these objectives within the
forthcoming decade and the 1990s. Despite
their general nature, these proposals have the
enormous virtue of indicating the orientation
which should guide action to attain the essen-
tial goals of development.

With regard to self-reliance and the mobi-
lization of national resources, the following is
suggested: (i) a qualitative objective regarding
cultural identity and the development of endo-
genous life-styles; (ii) the full mobilization of
human and material resources; (iii) the acceler-
ation of investment and formation of the infra-
structure and perhaps a target for the domestic
investment coefficient with respect to the prod-
uct; (iv) the objective of improving productivity
in the economy, restraining consumerism and
increasing saving in order to promote accumu-
lation, which could also be expressed as a target
for the saving coefficient or changes in this
coeflicient.

The proposals on targets and objectives in
relation to the restructuring of the world econo-
my have been formulated in order to round off
the picture in line with the proposed criterion
and include in this section most of the provi-
sions of resolution 33/193 regarding objectives.
Thus, in principle, proposals are suggested on
the following issues: (i) the need to restructure
the world economy in keeping with the goals
described below; (ii) the international trade of
the developing countries, establishing targets
for their exports and imports and objectives for
the diversification of exports and in relation to
improving and stabilizing the real prices of
commodities; (iii} the transfer of resources to
the developing countries, and (iv) the transfer
of technology, another topic referred to in res-
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olution 33/193. Obviously, this question and
others such as transnational corporations and
the international monetary system could be
dealt with entirely in the chapter on policy
nmeasures.

Regional co-operation and co-operation
among developing areas and countries should
play a very important role in the implementa-
tion of the new Strategy. Dynamic progress in
this area will make an important contribution to
the shaping of a new international economic
order. As explained in chapter II of this docu-
ment, the expansion of Latin American trade
and economic co-operation both within the re-
gion and with other developing areas is a nec-
essary condition for more rapid economic de-
velopment. Resolution 33/193 emphasizes that
the new IDS “should contribute to the promo-
tion of the objective of national and collective
self-reliance of the developing countries, espe-
cially through the promotion and support of
economic and technical co-operation among
themselves”. These issues will undoubtedly
be considered in the section of the Strategy
covering policy measures, but because of their
importance and their direct link with the re-
gional action programmes which have been
proposed, it is considered desirable to incorpo-
rate qualitative objectives of a general nature,
without prejudice to the indication and possi-
ble establishment in the regional plans of ac-
tion of quantitative targets, such as, for exam-
ple, targets relating to the expansion of intra-
regional or subregional trade.

{b) Outline of targets and objectives
Concerning economic development:

(i) general objective concerning more rap-
id economic growth and greater social welfare
for the whole population;

(ii) growth targets for the overall and per
capita gross domestic product of the develop-
ing countries as a group;

{iii} special economic growth target for the
relatively less developed countries;

(iv) general objective concerning the di-
versification and transformation of the econo-
mies of the developing countries;

(v) target for agricultural output;

(vi) target for manufacturing output, and

{vii) energy objectives: energy production,
conservation and saving, and diversification of
energy sources. Possible determination of
quantitative targets,

Concerning social and human development:

(i) general objective concerning social de-
velopment, indicating the essential aims of
economic growth: greater social welfare for the
entire population and full participation of the
latter in the development process. Improve-
ment of the distribution of income and wealth;

(ii) objective concerning eradication of sit-
uations of extreme poverty and indigence;

(iii) specific objectives on employment,
nutrition, education, health and housing;

(iv) objectives concerning the welfare of
children, the participation of young people and
the integration of women, and

{v) objectives concerning protection of the
environment,

Concerning self-reliance and mobilization of
national resources:

(i} general qualitative objective concern-
ing cultural identity and the development of
endogenous styles and ways of life;

(i1} general objective conceming the full
mobilization of national human and material
resources as the principal basis of support for
endogenous growth;

(iii) objective concerning the acceleration
of investment and formation of infrastructure,
with possible indication of a quantitative target
in terms of the domestic investment coeffi-
cient, and

(iv) general objective concerning the rais-
ing of productivity, the restraining of con-
sumerism and the expansion of saving to stimu-~
late accumulation. Possible establishment of a
target for growth in the savings coefficient or
concerning the magnitude it should reach by
the end of the decade.

Concerning the restructuring of the world
economy:

(i) proposals of general scope concerning
the need to restructure the world economy, in-
dicating objectives and goals, namely:
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— changes in the structure of production
and raising of the share of the developing coun-
tries;

— reduction of differences in per capita
income between developed and developing
countries;

- structural modification of the trade rela-
tions between developed and developing
countries;

— dynamism and stability of the world
economy;

— guaranteeing sustained growth in the
develaping countries;

{(ii} proposals concerning the external trade
of the developing countries, covering the fol-
lowing aspects:

— target for the developing countries” im-
ports;

- target for the developing countries’ ex-
ports;

— general objective conceming necessary
diversification and changes in the flows of ex-
ports of the developing countries;

— general objective conceming the im-
provement of the real prices of primary com-
modities and their stabilization at remunera-
tive levels;

(iii) proposals concerning the transfer of
resources to the developing countries:

— general objective concerning the need
to achieve a genuine transfer of resources to
contribute to the growth and transformation of
the structure of production of the developing
countries, without prejudice to recognition of
the special situations which may arise in work-
ing towards other essential needs of the popu-
lation;

— indication of quantitative targets;

{(iv) general objective concerning the
transfer of technology (this issue might be re-
ferred to, in all its aspects, in the chapter on
policy measures).

Concerning regional co-operation:

The IDS might indicate the fundamental
objectives which should be achieved as regards
economic co-operation, revitalization of the re-
gional and subregional integration processes,
multinational projects, expansion of reciprocal
trade, and financial, scientific and technologi-

cal co-operation. The regional action program-
mes to be prepared by the regional economic
commissions would specify more precisely tar-
gets and objectives of a qualitative and quanti-
tative nature in accordance with the specific
circumstances of each region.

Concerning co-operation between developing
areas and countries:

In general terms, the same pattern might
be followed as that indicated for regional co-
operation.

3. Finul comments on the targets
of the development scenarios for the
Jorthcoming decade

Before outlining some main conclussions re-
garding the economic development targets
which can be drawn from the studies on the
development scenarios for the forthcoming de-
cade, two important clarifications should be
made: (i} the purpose of the studies contained
in this document is not to establish here and
now the growth target to be fixed for Latin
America for the coming decade, but rather to
contribute information and technical analysis
to the discussion currently underway and very
tentatively suggest some reference points in a
number of areas so as to provide orders of mag-
nitude or constraints for the quantitative targets
and objectives; and (ii) every global target giv-
en in the Strategy for the region as a whole or
for the developing world as a whole is neces-
sarily a weighted average of widely differing
situations and outlooks, and thus an aggregate
target in principle assumes the existence of
countries or groups of countries above or below
the target.

Of the three economic growth scenarios
studied by the secretariat the intermediate
growth scenario assuming a growth of nearly
7.5% for the region as a whole was used for the
more detailed prospective analysis in chapter
I1 of this document. It was felt that this scenario
could provide an illustrative framework shed-
ding light on the nature of the changes and the
scope of the policies needed at the national and
international levels to step up economic devel-
opment, as well as supplying usetul technical
information for when the normative economic
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growth targets are discussed. It is therefore
worth outlining some aspects of the quantita-
tive analysis so as be able to appreciate the
implications of the scenario:

(i) The scenario represents an intensifica-
tion of the growth and economic and technolog-
ical transformation of the economy of the re-
gion in comparison with trend projections,
which give an annual growth rate of the gross
domestic product of 6.3% for the region as a
whole. It should also be borne in mind that the
growth rate assumed in the scenario (7.5%) was
actually achieved by the region as a whole in
the first four years of the present decade, and
while it is true that this was largely accounted
for by only a few countries, whose present pros-
pects are less favourable than at that time, it is
nonetheless true that the outlook for other
countries has considerably improved;

(ii) The national development plans of 15
countries of the region prepared in the mid-
1970s set growth targets for the gross domestic
product which give a simple arithmetic average
of 7.6% annually and a weighted average
growth rate of 8.8% per year;

(iii} A target growth rate of 7.5% seems
necessary to increase employment at the same
rate as the growth of the economically active
population, again for the region as a whole.
This is the outcome of projections of the dy-
namic trends currently to be observed in the
transformation of technology and production in
the region. In other words, in these circum-
stances the problem of unemployment cannot
be solved within a reasonable period, given the
high rates of unemployment and underemploy-
ment of labour:

(iv) To achieve the growth target of this
scenario for the region as a whole would in-
volve a considerable effort on the part of many
countries, especially in view of the unfavour-
able circumstances prevailing in recent years,
which have led to slower economic growth.
Furthermore, as was pointed out in chapter II,
major structural changes must take place in the
international economy in order to allow signifi-
cant growth of income from exports of goods
and services;

(v) On the basis of the preliminary results
of the quantitative studies carried out by the
Department of International Economic and So-

cial Affairs (DIESA) at Headquarters, the Com-
mittee for Development Planning proposed in
its Heport on the sixteenth session {7-16 Janu-
ary 1980) an average annual rate of growth of
the gross domestic product of approximately
7% per year for the developing countries as a
whole and approximately 6% per year for the
group of lower-income countries, so that the
per capita income of the latter would double by
the end of the century. Although the corre-
sponding analysis has not been camried out, it is
highly likely that the 7.5% rate for Latin Ameri-
ca falls near the upper limit that could be at-
tained by groups of developing countries.

The normative growth target for the Latin
American agricultural sector seems to he a little
over 4%, or around 4% in value-added terms.
This would seem to be the preliminary conclu-
sion of the prospective studies carried out by
CEPAL and FAQ. The report of the Committee
for Development Planning proposes a target of
approximately 4% per year for gross output in
the 1980s, both for the lower-income countries
and the other developing countries.

Manufacturing industry in the region
should grow at a rate of 8.5% according to provi-
sional estimates. This represents a consider-
able acceleration from the trend projections,
which give an estimated rate of 7.3%. The Com-
mittee for Development Planning proposes an
acceleration of the rate.

In the region as a whole it will be neces-
sary to invest a little over one-quarter of the
gross domestic product. This proportion is sim-
ilar to what is found in the national accounts of
the region as a whole in recent years. It should
be noted, however, that in many countries, es-
pecially the medium-sized and small ones, this
calls for a very large increase in the domestic
investment coefficient.

The gross domestic saving coefficient will
be about 23% of the product for the region as a
whole if the relationship between net external
financing and the gross domestic product re-
corded during the past decade continues to
hold good. Here again, of course, many coun-
tries will have to make a considerable effort to
raise their saving coefficients.

Imports of goods and services will have to
grow faster than the product. Forthe regionasa
whole an annual growth rate of a little over 8%
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is estimated on the basis of provisional calcula-
tions. It is thus easy to infer that the growth of
exports of goods and services must be very dy-
namic, If the coefficient of net external finan-
cing in relation to the gross domestic product
recorded on average during the past decade
holds good during the 1980s, exports of goods
and services will have to grow by about 8%
annually. Obviously, this increase will be smal-
ler if the share of external financing increases,
but this would not be a viable solution for many
countries unless the terms and conditions of
the financing undergo an appreciable change.
At all events, exports of goods and services will
have to grow much more than in the past. In this

connexion it is worth stressing the notable re-
covery in the growth rate of exports in the peri-
od 1976-1979, These prospective studies clear-
ly show the problem of the external sector in
relation to the acceleration of the growth rate
for Latin America. What is particularly clear is
the need to restructure the international econo-
my in order to broaden and diversify access to
the markets of the developed countries and ex-
pand trade with other non-traditional areas
and, especially, the enormous importance of
economic co-operation and the growth of recip-
rocal trade within the Latin American area and
with other developing areas and countries.



