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Exports of

Latin American
manufactures to the
centres: their
magnitude and
significance

Mario Movarec*

The dynamism shown by Latin American exports as
from 1975 led to the expectation that, if such a growth
rate could be maintained, the region would even-
tually recover to some extent the share ithad enjoyed
in world trade during the 1950s, Since the decline in
its share had occurred in respect of primary commo-
dities and not manufactures, where Latin America’s
participation in world trade had increased, it s clear-
Iy of interest to look into the behaviour of Latin
American exports of manufactured goods.

The author discusses in particular Latin Amer-
ica’s exports of manufactures to the industrialized
countries, since the latter, because of their high in-
come and consumption levels, are the main pur-
chasers of such goods.

After drawing attention to the signiflcance of the
trade in manufactured goods from the standpoint of
the regional supply and the world demand for im-
ports, he analyses the levels of concentration or di-
versification of exports shown by the Latin American
countries, both with regard to primary cemmodities
such as ¢il and to manufactures.

In the discussion of the central topic, several
important aspects of the export of manufactures are
examined, including the identification of manufac-
tured and agroindustrial products exported; the de-
gree of penetration of such produets in the markets of
the industrialized countries; the shares attained by
the exporting Latin American countries, and the dis-
tribution of Latin American exports of manufactured
goods among the industrialized countries. Finally,
the author briefly describes some prospects for the
growth of exports of manufactured and agreindus-
trial products and the possible effect of such growth
on total exports from Latin America.

*Staff member of the International Trade and Development
Division of CEPAL.

Introduction

This article was written in response to some
questions raised by Raxl Prebisch, Director of
CEPAL Revietw, in connexion with Latin Amer-
ican exports of manufactures, and particularly
those going to the industrialized countries.

The issue has aroused interest for some
time because of the need to know what types of
manufactured goods are exported by the region
to the centres in order to determine as precisely
as possible the degree to which such manufac-
tures are penetrating the markets of the import-
ing countries.

When the study of this question was em-
barked upon, it became evident that it would
have to be examined both from the standpoint
of the Latin American supply and from that of
the demand in the central countries, whose
high levels of income and consumption are
decisive factors in the level of exports from the
periphery.

It is this relationship between the centre
and the periphery which has mainly deter-
mined the nature of CEPAL's studies of the
trends in Latin American external trade. Be-
cause of the economic importance of the sector,
from the very beginning CEPAL has con-
cerned itself with the formulation of proposals
aimed at achieving regional action leading to
the development of a trade structure and of
trading relations with the rest of the world
which would turn international trade into one
of the dynamic factors facilitating growth, The
dynamic effect generated will depend, on the
one hand, on the creation of an increasing flow
of exportable products and, on the other, on
their having access to the international mar-
kets,

1. Regional supply

Some of the key points in the export strategy
advocated by CEPAL have been:

(a) To promote the protection of basic
commodities, seeking for this purpose to estab-
lish agreements aimed at stabilizing the prices
of food and raw materials; and

(b) To promote the diversification of ex-
ports from the countries of the region, seeking
gradually to sell manufactures whose produc-
tion implies the incorporation of increasing

value added.
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With regard to the first point, in most coun-
tries of the region the yearly value of exponts is
accounted for by only a few commodities,
Thus, when their prices on the international
market fluctuate sharply, as is often the case,
this effects the economies of those countries.

This dependence of economic activity on
certain primary commodities goes beyond na-
tional boundaries and is equally significant at
the regional level: in the late 1970s, primary
commodities still represented over 75% of all
exports from 23 Latin American countries.!

Consequently, this high correlation be-
tween the economies of the countries of the
region and their basic export commodities
gives rise to certain conditioning factors re-
flected especially in their vulnerability to the
instability of demand, substantial price fluc-
tuations on the international market and the
unfavourable terms of trade with respect to im-
ported manufactures.

If the prevailing situation —i.e,, the high
proportion of primary commodities in the total
exports of the region— is projected over the
short and medium terms, it is seen that the
prospects are that this share will not change
fundamentally.

The situation justifies the action already
taken at the international level to rationalize
the supply of such products and encourage
understandings with importing countries with
a view to establishing new international agree-
ments on basic commodities.? _

Nevertheless, past and possible future suc-
cesses in reaching agreement between export-
ing developing eountries and importing devel-
oped countries are not enough to eliminate or
mitigate the problem of dependence on a
limited range of exports. On the contrary, this
dependence might even increase unless the
achievement of stability in demand and hence
in prices is accompanied by the development

1See CEPAL, The external economic relations of Latin
America in the 1950s, E/CEPALJG,1160, 1981, p. 62,

2in 1973, there were 21 associations of producer coun-
tries, with 70 member countries, whase objectives were
both to protect primary commodities on the international
murket and to encourage co-operation between producer
countries. See CEPAL, The external economic relations of
Latin America in the 1980s, op. cit., p. M.

of an export diversification policy, Thus, for
example, if a country whose main export is cof-
fee were to obtain greater income from its
exports of this product as a result of higher
demand and prices in consumer countries, the
same circumstances would cause a rise in the
share of coffee in total exports and hence also in
the country’s dependency on coffee: a situation
which has characterized the development of
exports in several of our countries in the past.
Consequently, the solution of the probiems
created by sharp fluctuations in the value of
exports when the latter are concentrated in one
or a few products will depend more on how
saon the high weighting of these few products
can be reduced through export diversification

“than on any positive trends in demand in the

industrialized countries.

In other words, the possibility of correct-
ing the vulnerability of exports will depend
more on the incorporation of new products as
part of a diversification effort than on efforts to
reach understandings with the importing coun-
tries aimed at protecting the level of incomes
from traditional exports.

Thus, the export of non-traditional prod-
ucts helps reduce the detrimental effect of
sharp variations in export income, The greater
the number of products exported, the more var-
ied their sectors of origin and the more bal-
anced their proportions within total exports,
the smaller will be the fluctuations caused by
the price factor in the value of exports, This will
be the case even when a country diversifies its
exports solely on the basis of new primary
commodities, whether agricultural or mineral,
because cyclical variations in prices of basic
commodities do not occur simultaneously and
often oceur in different directions.

While prices in some cases follow an
upward trend, in others they move downward
or remain stable. This behaviour of prices on
the international market explains why the unit
values of Latin American exports as a whole
have not varied even more with the passage of
time. Clearly, this has been due to the dissimi-
larity of variations in the prices of the export
products of the region. Individual ldrge fluctua-
tions offset each other to a certain extent, and
this causes the fluctuations in the unit value
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index for the region as whole to be less pro-
nounced.

It should be noted that the options in this
case, i.e., whether to export traditional or new
{non-traditional) products, are different from
the usual choice hetween primary and manu-
factured goods. Since different products are
considered non-traditional in different coun-
tries and even in individual countries over
time, it is difficult to adopt a statistical defini-
tion that is applicable throughout the region,

Obviously, as new products are incorpo-
rated, whether they be primary or manufac-
tured, it is possible not only to reduce the sharp
Huctuations in export income but also, and
even more importantly, to avoid external stran-
gulation to the extent that diversification in-
creases the value of exports and generates
surpluses on the trade balance and the balance-
of-payments current account.

If our analysis were to be limited to exter-
nal trade, it would appear to be just as suitable
to diversity exports with primary commeodities
as with manutactures.

However, this is where we see the impor-
tance of the second point mentioned at the be-
ginning of this article, regarding the advisabili-
ty of constantly increasing the proportion of
exports of industrial goods with a high value-
added content because of the benefits this
would bring to the national economies.

In the first place, it would ensure more
dynamic growth exports because world de-
mand for manufactures is growing at a relative-
ly higher rate than the demand for basic com-
modities. It would thus make export earnings
less prone to fluctuation than has previously
been the case. The greater stability of trends in
the variation of the unit values of manufactures
with respect to basic commodities would also
contribute to this.

To these benefits would be added the most
important of all, namely, the positive effect
within the countries themselves, since it is ob-
vious that manufacturing contributes to the
strengthening of the national economic struc-
ture, the strengthening and diversification of
the industrialization process and, especially, to
increasing employment and improving skills.

For all the above reasons, the Latin Amer-
ican and other developing countries have be-

come aware of the advantages of exporting ma-
nufactures and have been orienting their ex-
port promotion programmes in this direction.

In any event, it should be noted that from
the standpoint of the regional supply of export-
able goods, manufactures are only one target of
the overall export diversification strategy, in
the formulation of which they are viewed, how-
ever, as the most ‘desirable’ or ‘advisable’ ex-
ports.

2. World demand and technology

From the standpoint of the world demand for
imports, on the other hand, trade in manufac-
tured goods takes on greater significance. Dur-
ing the 30 years that have elapsed since
CEPAL first put torth its ideas on the subject,
important changes have taken place in regional
and world trade. Some of these have atfected
our contries, the largest of which have made
considerable progress in diversifying their ex-
ports —a subject we will discuss later on. The
most revealing development, however, has
been that which pertains to modifications in
the structure of world trade.

In 1955, manufactures accounted for less
than half the world trade in goods {45%). Since
then, however, they have increased constantly,
and by 1972 they accounted for 63% of world
trade. In this latter year, before the oil crisis,
fuels represented only 10% and the relative
importance of other primary commodities had
declined to such an extent that their share
(27%) was less than half that of manufactures,

Although after 1974, because of the increase
in oil prices, the share of fuels doubled (20%),
manufactures retained their leading position in
world trade: over the last five years, they ac-
counted for 58%.

Figure 1 shows how manufactures in-
creased at the expense of primary commodities,
which decreased gradually and in 1979
amounted to less than half their previous level
{22%).

Hence, over the last 25 years there has
been a clear trend in world trade: manufactures
are displacing primary commodities as tar as
cwirent value is concerned. This trend is in-
fluenced by the following:

1. The relatively greater growth of world



CEPAL REVIEW No. 17 [ August 1982

demand for manufactured goods because of the
income elasticity of demand for such goods,
which favours increased trade in manufactures.

2. Technological advances in the central
countries which lead to a gradual reduction in
the amount of raw materials and intermediate
products used per unit of manufacturing pro-
duction, Thus, ‘production’ technologies are
increasingly associated with the development
of ‘substitution’ technologies through which
‘noble’ raw materials (wood, rubber, natural
textile fibres, wool, leather, all kinds of metals,
non-metallic minerals, etc.) are replaced by
synthetic and artificial products in the produc-

tion of goods in practically all branches of eco-
nontic achivity, such as construction materials,
plastics and all kinds of plastic products, artifi-
cial and synthetic textile fibres, clothing, foot-
wear, fertilizers and other inputs for agricul-
ture, automobiles and transport vehicles,
machinery and equipment in general and
miscellaneous manufactures.

Consequently, as a result of the develop-
ment and application of substitution tech-
nologies in the industrialized countries, fewer
and fewer inputs of raw materials are required.
This reduction takes two forms. On the one
hand, world demand for raw materials is rela-

Figure 1
WORLD TRADE: SHARES OF PRIMARY COMMODITIES AND OF MANUFACTURES
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tively lower in terms of guantity (quantum),
either because they have been replaced by
other inputs or because new techniques allow
for the production of industrial goods with less
consumption of mategials. On the other hand,
the use of substitutes brings about substantial
drops in the international prices of raw mate-
rials.

Substitution technologies would thus
appear to have a negative effect on the two
factors that affect the value of basic commodity
sales: gquantity and price. The combined neg-
ative effect of the two factors contributes, along
with the problems mentioned in the first point,
to a decline in the share of raw materials in the
value of world trade.

Thus, the growing importance of manufac-
tures in world trade is largely a consequence of
the use of increasingly sophisticated produc-
tion technologies.

This leads us to belive that this trend will
continue for some time, since the technology
gap between the developing and the industri-
alized countries is likely to continue growing,
despite the efforts made to date, particularly by
the United Nations (through UNCTAD), to
reach agreements on the transfer of technology
that would be favourable to the developing
world.

Without going into detail as to what tech-
nologies the industrialized countries might
transfer to developing countries, we should
bear in mind that “technology is the fundamen-
tal tink between natural and social systems™.?
Thus, the technological development achieved
by the industrialized countries is a conse-
quence of their economic and social develop-
ment. All economic and social factors have
contributed to this:¢ the primary productive

3See “Present Development Styles and Environ-
mental Problems™, Mostafi K. Tolba, Cepal Review No. 12,
December 1980, p. 13

4The expression “economic and social factors” is used
here to refer to all categories of activity contained in the
International Standard Industrial Classification of all
Economic Activities (ISIC), United Nations, Statistical Pa-
pers, Series M, No, 4, Rev. 2, New York, 1969, Consequen-
tly, the three sectors to which reference is made, commonly
known as the primary, secondary and tertiary sectors, in-
clude all the economic activities that take place in an
ecomomy, in the areas of population, production, employ-
ment, national income and other economic pursuits, Thus,

sectors, manufacturing industries and services
{including education and technical, profes-
sional and scientific training) and even the
behavioural patterns of national societies (punc-
tuality, labour, discipline, sense of responsi-
bility, etc.). Although the influence of such fac-
tors on the development of technology cannot
be quantified, there is no question but that
they continually give it both its orientation and
its direction. This, then, is a gradual and con-
tinuing process which “increasingly sets the
patterns for the definition of needs and the use
of resources” 5

The fact that this takes place gradually
miakes it possible to develop technology in suc-
cessive steps whose order allows for progress to
be made on the basis of previous achievements.
Hence, the essential characteristics of this pro-
cess is that it is constantly undergoing trans-
formation, That is why today’s technology is so
different from yesterday’s and will also be dif-
ferent from tomorrow’s. And that is why we
may say that technology “cannot be imported
lock, stock and barrel”.®

But there is always a first step, and this first
step is taken with research designed to link the
environment with society. Since such research
usually begins in the central countries, the
techniques developed there on the basis of this
research envisage environmental realities and
life systems that are different from those exist-

for example, fuels, the by-products thereof, and erergy
appear in the clagsification, according to stage of transfor-
mation, in the following major groups and groups of the
ISIC: 210 coal mining; 220 crude petroleum and natural gas
production; 351 manufacture of industrial chemicals and of
petroleum and coal products; 352 manufacture of other
chemicals from petroleum and coal; 353 petroleum refin-
eries; 354 manufacture of miscellaneous products of petro-
leum and coal; 610 petroleum bulk stations; 620 gasoline
{petrol} filling stations (retail trade}; 4101 the generation,
transmission and distribution of electric energy for sale to
household, industrial and commercial users; 4102 the man-
ufacture of gas in gas works and the distribution of manufac-
tured or natural gas through a system of mains to household,
industrial and commercial users; 4103 establishments pri-
marily engaged in the production and distribution of steam
and hot water for heating, power and other purposes.

3See, “Present Development Styles and Environ-
mental Problems”, op. cit., p. 13.

68ee Miguel S. Wienczek, "The major unresolved is-
sues in the negotiations on the UNCTAD code of condyct
for the transfer of technology”, in CEPAL Review, No, 10,
April 1980, p. 96,
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ing in the countries to which the findings are
ultimately transferred. In addition, the transfer

of technology involves not only ‘desirable” but

also ‘undesirable’ features. “What production
technology has contributed to human welfare is
incalculable. At the same time, however, the
evils it brings with it are increasingly obvious
and disquieting. 1 am referring not only to the
anomalies of the consumer society but also to
pollution, the deterioration of the environment
and the irresponsible exploitation of non-re-
newable natural resources”.’

At any given time, it is usually possible to
transfer only partial aspects of a country’s tech-
nological process that would make it possible,
in industry for example, to improve in another
country the methods or techniques for produc-
ing certain goods, by means of new and more
productive equipment. It is not possible, how-
ever, to transfer the increasingly significant
changes that take place, as a result of techno-
logical progress, in the real productivity of the
factors of production and hence in the national
economy as a whole.

In any event, the greater the changes that
take place in the natural and social systems of
the industrialized countries with respect to the
developing countries, the greater will be both
the technological progress of the former and
the technological gap between the two types of
countries. What is most likely, therefore, is that
the ‘technological components’ in the produc-
tion processes of the future will be proportion-
ately greater and will play a stronger role in
determining the growing share of manufac-
tures in world trade.

Although this tends to confirm the trends
in world trade over the last quarter of a century,

TSee Ranl Prebisch, “A critique of peripheral capital-
ism”, in CEPAL Heview, first half of 1976, p. 19.

in the final analysis what it does is to show the
loss of importance of the primary sectors with
respect to the secondary and tertiary sectors: a
process which goes hand in hand with develop-
ment.

In a way, the above might lead us to a
fatalistic conclusion about the future of the
Third World. It should be borne in mind, how-
ever, that every trend has its limits. The extent
to which the deterioration in the technological
relation between the centres and the periphery
can go will depend on that initial step men-
tioned above, i.c., research designed to pro-
mote the development of technology in the re-
gion. Research is necessary not only to avoid
the evils that imported technology brings with
it, but also to establish in our countries a link
between nature and the living conditions of the
inhabitants, which should be more in line with
our reality.

Finally, there is 2 limit beyond which tech-
nology cannot go. Even though technology
might modify the interrelationship between
the centres and the periphery, either in favour
of or against the periphery, technology simply
cannot do away with matter. That is why tech-
nology will never be ‘creation’. If technology
were developed to the point of being able to
create something out of nothing, it would
achieve the supreme equality: placing Man on
the same level as God. But Man can create
nothing out of nothing; he can only transform
matter. Herein lies the essential difference
between spirit and matter. If we do away with
matter, the only thing transferable to Man will
be knowledge and knowledge through the
Word. “In the beginning was the Word, and the
Word was with God, and the Word was God.
The same was in the beginning with God” 2

‘ *;Gospel according to St. John, 1. 1-2 (authorized ver-
sion).
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Diversification or concentration of Latin American exports?

One development that is contrary to the inter-
ests of Latin America and which has been tak-
ing place for several years is the decline in its
share of world exports. In 1950 this share was
11%, but 30 vears later, in 1980, it had dropped
to 5%, or less than half.

Twenty-two of the 24 countries of the re-
gion that were included in the comparison
figured in this decline.®

Only Ecuador and Trinidad and Tobago
slightly improved their share with respect to
1950, thanks to the contribution made by their
oil exports. A high percentage of Trinidad and
Tobago’s oil exports consists of refined pro-
ducts processed in the country from imported
crude oil inputs.

A comparison of each country’s 1980 share
with a more recent year, 1970, shows that only 4
countries had improved their relative position:
Ecvador and Trinidad and Tebage, once again,
plus Brazil and Mexico. Oil was also responsi-
ble for Mexico’s increased share in world trade,
which rose to a level similar to 1950 {actually a
little lower).

The results of this comparison between
1970 and 1980 serve to show the seriousness of
the decline in Latin America’s relative position
in world trade over the last 30 years, despite the
dynamism evident since 1975 in exports from
several Latin American countries. It was be-
lieved that if this recent dynamism could be
maintained, the region would recover part of its
past share.® However, in 1980, the region’s
share in world exports was lower not only with
respect to 1950 and 1960, but also with respect
to 1970 (see table 1).

9The following countries were considered; the 11
member countries of ALADI {formerly ALALC), the 5
member countries of the Cental American Common Mar-
ket, and Barbados, Cuba, Dominican Republic, Guyana,
Haiti, Jamaica, Panama and Trinidad and Tobago.

WDuring the period 1975-1978, the guantum of exports
from Latin America rose at an annual cumulative rate of
9,2%, higher than the 6.8% registered by world tade. Be-

tween 1970 and 1975, however, the growth rate of regional

Table 1
LATIN AMERICA: SHARE INWORLD EXPORTS
(Percentages)
1950 1960 1970 1980
WORLD 10000 100,00 100,00 100.00
Argentina 192 084  0.56 0.40
Brazil 2.22 099 087 1.01
Chile 0.47 038 039 024
Mexico 0.86 059 040 081
Paraguay 003 002 002 002
Urugunay 042 010 007 005
Bolivia 0.12 004 006 005
Colombia 0.65 .36 0.23 021
Ecuador 0.12 0.11 0.06 0.13
FPeru 0.31 0.34 0.33 0.19
Venezuela 191 1.90 1.00 0.96
Andean Group 3.13 2.74 1.70 1.54
ALADI 9.06 5.67 4.02 4.07
Costa Rica 0.09 0.07 0.07 0.05
El Sailvador 0.11 0.09 0.07 005
Guatemala 0,13 009 008 008
Honduras 0.09 0.05 0.06 (.04
Nicaragua 0.04 004 006 0.03
CACM 0.48 0.34 0.36 0.24
Cuba LI 048 033
Haiti 0.06 0.02 0.01 0.01
Panama 0.G3 0.02 0.03 0.02
Dominican
Republic 0.14 014 007 0.05
Barbados 0.03 0.02 0.01 0.01
Guyana 0.05 0.06 0.04 0.02
Jamaica 0.07 013 011 0,05
Trinidad and
Tobago 017 022 016 020
Total Latin
America 11.23 7.13 516 468

Source: United Nations Conference on Trade and
Development, Supplement 1980, Hand-
book of International Trade and Develop-
ment Statistics, and preliminary figures for
1980, based on official statistics.

aExcluding Cuba.

exports was only 1.8%, much lower than the world rate of
5.2%. Therefore, during the 1970-1978 period, the physical
volume of regional exports grew at and average annual rate
of 4.5%, lower than the 6,1% growth rate of world trade.
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This shows that the detericration of Latin
America’s position in world trade has been very
serious and that if this trend is to change, much
greater efforts will have to be made than thase
carried out so far in individual countries.

If in addition to analysing the behaviour of -

exports by countries (the subjects of trade), we
examine them according to major commodity
groups (the objects of trade), we note that the
decline is accounted for by primary commodi-
ties. Thus, these commodities, which in 1970
represented 13% of world exports of such
goods, dropped to 11% in 1978. This drop oc-
curred mainly with respect to fuels (from 13%
to 9%) and minerals, including non-ferrous
metals (from 14% to 11%). Only in 1978 did
food and agricultural raw materials recover
their 1970 share (see table 2),

In conirast, Latin American exports of
manufactures, which in 1970 represented 1% of

world trade in such goods, rose in 1978 to 1.4%;
this was the only group that increased its share
in the value of world exports. Even though this
percentage is still quite low, it should be borne
in mind that in 1978 manufactures represented
60% of the total value of world trade; conse-
quently, a small percentage increase in respect
of this value comes to a significant amount.!!

These figures highlight the fact that Latin
American exports of primary commodities are
proportionately more important in world trade
than those of manufactures. This confirms the
region’s traditional position as an exporter of
primary commodities,

The increase in the proportion of sales of
manufactures, reflecting an increase in Latin
America’s share in the world trade in industrial
goods, is a very positive development which
has not only meant an improvement in the re-
gion’s position on the international market, but

Table 2
LATIN AMERICA: SHARE IN WORLD EXPORTS, BY COMMODITIES
{Percentages)
Minerals

Total Food and (crude and Prima _

(SITC agricultural metallic) and Fuels comm odli.t}‘(iee Manufactures

0 to Q) raw materials non-ferrous {3 (0 to 4+ 68)‘ (5 to 3-68)

(0+142-27--28+4) metals ¢
(27+28+68)

1970 5.6 13.0 13.6 13.1 13.1 1.0
1871 52 12.0 13.0 12.7 12.3 0.9
1972 49 11.8 11.7 11.1 115 11
1973 32 11.1 11.2 12.2 11.5 1.3
1974 6.0 118 11.8 115 11.7 1.4
1975 36 12.2 12.5 10.8 116 1.2
1976 5.5 12.8 12.8 2.8 113 1.3
1977 5.5 139 115 9.1 iL3 1.4
1978 5.1 12.9 110 9.1 110 14

Source: CEPAL, on the basis of United Nations, Monthly Bulletin of Statistics, July 1975, May 1977 and July

1980.

Note: In addition to exports from the 24 countries covered in table 1, this table includes exports from
Netherlands Antilles, Bahamas, Bermuda, French Guiana, Greenland, Guadeloupe, the Virgin

Islands, Martinigue and Suriname.

UThus, for example, in 1978 a 1% increase in the share
of the region in world exports of manufactures would have

meant an increase in total exports trom the developing
countries of America of 12%, equivalent to US$ 7.8 billien,
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has also promoted the development of the more
dynamic sectors of the economies of some of
our countries.

The changes that have taken place during
the past decade with respect to Latin America’s
share by groups of goods —a decline in primary
commodities and an increase in manufactures
exported— mean in reality that there was a
diversification of the region’s exports. To this
must be added the fact that some Latin Amer-
ican countries diversified their exports with
non-traditional primary commodities or com-
modities which ceased to be exported for some
time and then were again exported. It should
be remembered, however, that this type of
diversification cannot be determined at the
Latin American level, since when a country
exports a primary commodity for the first time,
it will by definition be considered a ‘non-tra-
ditional’ commodity, although other Latin
American countries will most likely already be
exporting it as a traditional one. Thus, diver-
sification at the national level cannot be distin-
guished regionally and instead actually tends
to indicate greater concentration when figures
are given for the Latin American countries as a
whole.

The most recent case is that of the con-
centration of Latin American exports on oil
during 1981. According to preliminary figures,
because of the large increase in external sales
of Mexican oil, the value of which rose to
US$ 15 billion,® this product is estimated to
have represented 40% of the total value of the
region’s exports for that year. This represents
the highest participation by a single product
ever noted in Latin America.

While because of their magnitude Mex-
ico’s external sales of oil changed the percent-
age shares of the various exports for the region
as a whole, the implications for that country’s
economy are also far-reaching and not free from
internal controversy, (il represented 64% of
Mexico’s total exports of goods in 1981 and this
figure could rise during the next few years.
Although it is lower than the figures for Vene-

125¢e Banco de México, Comercio Exterior, José Lo-
pez Portillo, “Quinto Informe Presidencial”, 1 September
1981.

zuela.(91%) and Trinidad and Tobago (89%),
there can be no question but that oil has
brought about & high concentration of Mexican
exports,

However, considering the structure and
level of development achieved by Mexican
industry and other sectors of the economy, as
well as the development projects put underway
thanks to the financial resources generated by
oil, the significance and effects of this concen-
tration are not comparable with those tradi-
tionally observed in other countries of the re-
gion. This is all the more evident when one
takes into account the seriousness with which
the Government of Mexico is carrying out the
National Energy Plan and the role it assigns to
oil in the economic and social development of
the country.

“Today, reserves amount to 72 000 million
barrels, while probable reserves are 58 650
million barrels, and the volume of potential
reserves, comprising the previous amounts
plus cumulative production to date, amounts to
250 000 million.

“A year ago, Mexico’s petroleum reserves
were sixth, by volume, in the world. Today they
are in fourth place and are constantly rising,

“Since 1976, proven reserves of hydrocar-
bons have multiplied tenfold; production has
trebled; exports of crude have grown at expo-
nential rates; refinery capacity has increased
50% during these five years, and capacity for
production of basic petrochemicals has practi-
cally doubled.

“But the objective of government policy on
this matter is not to turn Mexico into a hydro-
carbon-exporting country, into an ‘oil’ country
supplying raw materials. This is why we are
making such efforts not only to add value to our
hydrocarbons, but also to increase the capabil-
ity of our industry to supply the equipment
required by the energy sector itself and by
other basic branches of the economy. Thus,
factories have been set up to produce valves,
compressors, platforms, pipes and other equip-
ment not previously produced in the country.
Also, projects are underway for the construc-
tion of medium-sized ships, heavy casting and
forging capacity, and several steel plants to
supply us with the corresponding raw material.

“Increased production of hydrocarbons
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has created not only greater demand for capital
goods, technical staff and workers, but also,
through exports, it has generated resources to
acquire from abreoad the supplementary tech-
nology and equipment we need to achieve
integral growth.

“Moreover, we realize that petroleum does
not guarantee economic growth unless it is
used in harmony and in step with the develop-
ment of other sectors. Proof of this is the fact
that some petroleum-exporting countries de-
clined by 3% in 1980, whereas Mexico grew by
over 8% during the same year.

“In Mexico we are ‘sowing’ petroleum in
‘order to tansform it from a non-renewable re-
source into a permanent source of income.

“In view of the urgent need to modernize
the country while bringing together growth
and justice, we have had to overcome the
temptation to solve today’s problems by mak-
ing liberal use of the available resources with-
out considering the censequences for tomor-
row. This need is the essence of the plans and
programmes that have been drawn up and is
the basis of the policy we have established for
the export of hydrocarbons, which takes us
away from the concept of ‘petrolization’. It
involves the rational, planned use of a resource
in order to tacilitate and encourage the growth
of others. Those who are frightened by the high
share of exports accounted for by petroleum ata
given time, without considering its relation-
ship with the efforts being made in other sec-
tors and forgetting about the limitations clearly
set forth in the plans and programmes, are
taking the same approach, are adopting the
same mental attitude and, indeed, are being
just as hasty as those who advocate exporting all
the petroleum we can and blindly adjusting to
the torces of the market.

. “We repeat and confirm that Mexico is not
a petrolized country, nor is it on the way to
petrolization. Petroleum only accounts for 7%
of the national product; in other words, for
each peso produced in the country, only 7
centavos are accounted for by petroleum,
whereas in the petrolized countries, for each
peso of the product, 46 centavos come from
petroleum.

“Of the total budgeted income of the Mex-
ican public sector, 28% comes from petroleum,

whereas in the petroleum countries this figure
ranges between 50 and 90%.

“In Mexico, investment by the entire pe-
troleum sector is only 12% of the national total,
whereas in the petrolized countries it is the
main moving force of growth.

“Of the income received by Mexico from
abroad (for goods and services), only 38%
comes from petroleum, whereas many petro-
leum countries depend on oil for more than
90% of their foreign exchange.

“The expectations aroused by petroleum
and our sudden presence on the oil scene, with
all its conflicts, took us by surprise; we have
still not been able calmly to comprehend the
significance of this situation. We accept the
rises in oil prices graciously and naturally, but
the minute prices drop we become discouraged
and feel sorry for ourselves. Those who thought
we were going to rise from poverty, without any
effort, to a near paradise, have had a rude
awakening; those who thought petroleum was
deeded to us by the devil so as to make us forget
about tilling the soil have rejoiced morbidly, as
have those who see their own success in the
failure of the country: there are all kinds of
people in our pluralistic and free society,

“I would like to recall that we never prom-
ised that oil would bring us a garden of roses.
We did say, and it is proving to be true, that il
would give us financial self-determination, that
it would be the fulcrum and detonator of eco-
nomic development.

“We are not going to become great through
speculation. Only work will give us that op-
portunity, Let us keep on working and leave
aside all fairy tales, illusions, conceptual terror-
isy, slander and ill-will,”3

This is an example of a concentration of
exports that has had a ‘dynamic’ effect, since a
new product has been added to exports which,
although increasing concentration, also sub-
stantially increases foreign exchange income,
thus obviating the traditional external stran-
gulation of the country. The term might also be

13Ex¢erpts from the Fifth Presidential Report submit-
ted by the President of the Republic, Jos¢ Lépez Portillo, to
the Congress of Mexico on 1 September 1981 {see footmote
12 above).
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used to differentiate this type of concentration
from the traditional or ‘static’ concentration of
exports, whereby a few products account for a
large share of total value and this situation is
maintained over time; the effects of this have
already been considered.

A suitable indicator for measuring the lev-
el of concentration of the external trade of a
country is and index of product concentration.
Estimates based on indexes calculated accord-
ing to Hirschman’s formula show that over a
17-year period the Latin American countries
made significant progress in diversifying their
exports. Thus, in 1977 the concentration in-
dexes were lower than those for 1960 in all
couniries except Jamaica, where the index rose
(see table 3).

Brazil was the country that achieved the
greatest reduction in its export concentration
index: i.e,, it achieved the greatest diversifica-
tion of exports, followed by Argentina and
Barhados.

Venezuela, on the other hand, was the
country in the region whose concentration in-
dex declined the least because petroleum con-
tinues to be its major export commodity.

The order in which the countries managed
to reduce their concentration indexes was as
follows:

Reduction of concen-

tration index between
Country 1960 and 1977 (per-
centages)
— Brazil 63
— Argentina and Barbados 50 - 60
— Guatemala, Panama and
Costa Rica 30-40
— Dominiean Republic,
Honduras, Mexico,
Ecuador and Nicaragua 20-30
— Colombia, Trinidad and
Tobago, Guyana and
El Salvador 10-20
— Venezuela 8

— Jamaica was the only
country whose concentra-
tion index rose (by 21%)

Concentration indexes were not calculated for the remain-
ing Latin American countries in 1960 and/or 1977.

In table 3, the countries are classified in
decreasing order of the concentration index for

1977, so that the first countries on the list are

those with the greatest concentration of exports
and the last ones are the most diversified. It
may be noted that Argentina, Mexico and Brazil
are among the latter. Since 1977, Mexico’s con-
centration index has probably changed signif-
icantly and Brazil’s more moderately, In Mexi-
co, the index should have risen appreciably
because of the heavy participation of petro-
leum, while in Brazil, a country which has
continued diversifying its exports at a constant
rate, the concentration index should be lower.
Thus, the index for Brazil would be closer to
the value shown for Argentina and the Mexican
index would be further away from those two
countries.

As we have just seen, Brazil is the country
that has achieved the greatest diversification of
its exports. This process, which has brought
about noteworthy results, has been character-
ized by:

(i) The high growth rate of exports, which
has exceeded the rate for world trade;"

(ii) Highly diversified sales of both prima-
ry and industrial products in very significant
amounts;

{iii) Diversification with respect to coun-
tries and zones of destination, leading to an
increase in the number of co-participating
countries, which now include buyer nations in
Africa and the Middle East.

The high growth rate of Brazilian exports
has been significantly stimulated by certain
products which, since they do not correspond
to any of the basic commodities previously oc-
cupying a major place in the region’s exports,
had probably not been considered or included
in some of the national export promotion pro-
grammes.

However, with only three ‘non-traditional’
products, to which little or no importance had
been attached until a few years ago {(poultry

14The value of Brazil's exports increased between 1970
and 1980 at o cumulative annual rate of 22%, higher than
the 209 registered by world trade. In 1981, Brazilian ex-
ports rose by 16% over the 1980 value, whereas the value of
world trade for the first half of 1981 declined by 1% with
respect to the same period in 1980.
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Table 3
LATIN AMERICA: CONCENTRATION INDEXES OF EXPORT COMMODITIES

Countrie#® 1960 1966 1968 1976 1977
Jamaica 0.560 0.536 0.553 0.509 0.679°
Venezuela 0.725 0.702 0.692 0.688° 0.668
Trinidad and Tabago 0.766 0.864 0.680 0.633 0.626
El Salvador 0.712 0.500 0413 0.448 0.609
Colombia 0.743 0.664 0.609 0.530 0.600
Ecuador 0.644 0.630 0.515 0.564 0.507
Chile e 0,747 0.547 0471
Guyana 0.543 0.554 0.527 0.456
Guatemala 0.604 0.496 0.337 0.306° 0.444
Haiti 0.406 0.280¢ 0.438
Barbados 0.862 0.740 0.655 0.436 0.423
Costa Rica 0.606 0.462 0.379 0.337 0.409
Dominican Republic 0.541 0.598 0.553 0.563¢ 0407
Honduras 0.511 0.531 0.460 0.358 0.397
Panama 0.561 0.592 0.581 0.402¢ 0,370
Nicaragua 0.460 0.517 0.3901 0,313 0.364
Peru 0.335 0.287 0.266
Uruguay . 0.458 0271 0.257
Brazil 0.580 0.463 0.400 0.237 0.217
Mexico 0.272 (.243 0.147 0.174 0.212
Argentina 0.300 0.322 0.207 0.164 0.149
Cuba - . 0.754 0.871°¢

Bolivia 0.492 0.444°

Paraguay 0.301 0.272°

Source: Calculated by the secretariat of UNCTAD on the hasis of the Hirschman index, The index of
concentration for each commodity is equal to 1.0 if only one commodity is exported (maximum
concentration) and the value declines with rising degree of diversification of exports. The Hirsch-
man indexes were calculated according to the following formula:
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niumber of produets at the three-digit level of the SITC.

See United Nations Conference on Trade and Development, Geneva, Handbook of Interna-
tional Trade and Development Statistics, 1969, 1979 and 1980.

»Decreasing order according to Hirschman concentration mdex for 1977,

bIndex for 1976,

<Index for 1975,
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meat, orange juice and footwear) Brazil is re-
ceiving foreign exchange amounting to at least
twice that received by six countries of the re-
gion for their total exports and equivalent to
that received by seven other countries (see ta-
ble 4).

With regard to the destination of these
products, it is worth pointing out that they are
sold to countries with high per &apita incomes

such as the Middle Eastern and the industri-
alized countries. The Middle Eastern countries
import poultry meat, while the industrialized
countries are the main purchasers of orange
juice and footwear.,

It is interesting to note, on the other hand,
that less than 3% of the total amounts of these
products are exported to Latin America (see
table 5).

Table 4

BRAZIL: EXPORTS OF THREE NON-TRADITIONAL PRODUCTS TOTALLING AN AMOUNT
EQUIVALENT TO THE EXPORTS GF 13 LATIN AMERICAN COUNTRIES, 1980

{(Millions of dollars)

Exports from Brazil

Total exports of

Poultry meat 207
Orange juice 339
Footwear 3R8

Total for the 3 products 934

Barbados 189
Guyana 389
Haiti 211
Nicaragua 532
Panama 336
Paraguay 400
Baolivia 942
Costa Rica 1017
El Salvador 963
Honduras 835
Jamaica 960
Dominican Republie 962
Uruguay 1029

Source: Internstional Monetary Fund, International Financial Statistics, Washington, December 1981; CEPAL, Ef
CEPAL/L. 260, “A Preliminary Balance-Sheet of the Latin American Economy during 1981”; Banco do Brasil,
External Trade Department, Weekiy information bulletin No. 736, March 1981.

Table 5
BRAZIL: DESTINATION OF EXPORTS OF THEEE NON-TBADITIONAL PRODUCTS, 1978
{Percentages)
Poultry meat Fruit juices Footwear
(BTN 02,02} {BTN 20.07) (BTN 64.01 to 64.06)
Africa 33 - -
Latin America 10 2.4 0.9
Middle East 94.9 - -
Industrialized countries 0.8 97.1 98.3
USSR and Eastern Europe - 0.5 0.6
Net specified - - 0.2

Sonrce: Ministerio de Fazenda, Secretaria da Receita Federal, Coordenagiio do sistema de informages econémico-fiscais,

Comercio Exterior do Brasil, Exportagae, 1978,

Note: The main product under position 20.07 is orange juice.
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The diversification achieved by Brazil,
which may be measured by the reduction of the
concentration index discussed above, becomes
clearly evident when one notes how the rela-
tive importance of coffee has gradually de-
clined (see table 6). Moreover, Brazilian ex-
ports from the antomotive sector are estimated
at nearly US$ 2 billion for 1981: a value which
is higher than that of coffee for the same year.
According to estimates, these exports were dis-
tributed more or less equally between the in-
dustrialized and the developing countries,
with sales to the region estimated at US$ 250
million. These figures are very significant,
since coffee accounted for 74% of exports in
1952 whereas in 1981 its estimated share was
no more than 8%.

Tahle 6
SHARF, OF COFFEE IN TOTAL EXPORTS
OF BRAZIL AND COLOMBIA
{Percentages)
Period Brazil Colombia
1950-1954 Bl Bl
1955-1959 61 82
1960-1964 53 71
1965-1969 41 62
1970-1974 20 51
1975-1979 16 59
1580 12 61

Source: International Monetary Fund, Internaiio-
nal Financial Statistics, Washington, Fe-
bruary 1960, Supplement 1978, July 1980
and December 1981,

No other country has diversified its exports
as much as Brazil. Thus, for example, in Co-
lombia the share of coffee alsc declined, to the
point where in 1974 it represented 44% of total
exports, but since then it has gained in impor-
tance again, rising to 61% in 1980. It should be
noted that in 1977 coffee exports caused the
concentration index to rise with respect to 1976
{see table 3).

In brief, there has been a diversitication of
exports in Latin America, and manufactures
have contributed to this process in varying de-

grees, depending on the country concerned.

The case of Mexico, where petrolenm
caused a concentration of exports whose impli-
cations have already been discussed, allows us
to draw some conclusions.

Although every export promotion strategy
seeks to achieve a high degree of diversifica-
tion by increasing the participation of manufac-
tures, the real goal is to reverse the existing
situation where primary commodities are pre-
ponderant, so that manufactures may take over
this leading role and displace commodities
from Latin American exports.

It should be borne in mind, however, that
Latin America has a wealth of basic resources,
which in the final analysis constitute one of its
most important heritages. Other countries,
such as those of the Old World and Japan, lack
many of these resources. Thus, they will always
need them and be concerned with obtaining
them, not only by importing them but particu-
larly by investing in their development in the
countries which have them.

With respect to manufactures, on the other
hand, the industrialized world has not shown
comparable interest in promoting their produc-
tion in Latin America, although there has been
a large-scale industrial redeployment in the
countries of South-East Asia aimed at taking
advantage of the unique conditions and charac-
teristics of that region.

Consequently, in our countries the devel-
opment of export-oriented industry will have to
depend to a large extent on domestic savings.
Given the low coefficients of savings and do-
mestic investment noted in Latin America, the
proportion of these that can be used for the
necessary industrial development may well be
inadequate. This gives rise to serious questions
about the region’s prospects for improving its
participation in world exports, since this will
call for an increase in exports of manufactures
of a magnitude that will probably be difficult to
achieve. Consequently, it is also rather unlike-
ly that primary commodities will in future play
only a minor role in exports,

Moreover, what has happened in Brazil
with respect to the diversification of exports,
where certain non-traditional products based
on primary commodities have become gquite
important, provides a valuable example for
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other countries in the region of what can be
achieved in this field. But the cases analysed
might also lead to erroneous forecasts being
made unless it is borne in mind that Brazil,
because of its territorial extension, is endowed
with enormous resources which allow it to
compete on the intemational market with new
products whose export can be increased at very
high annual rates, This means that many of the
successes achieved in Brazil might be difficult

IT

to achieve in other countries of the region, par-
ticularly in those that ave relatively less devel-
oped economically. Finally, this gives rise to
the question of whether economic integration
might not provide these countries with a timely
alternative for trying to improve their position
on the international scene. This is particularly
relevant in the light of the protectionist mea-
sures increasingly being put into practice by
the developed countries.

Exports of manufactures

Exports of Latin American manufactures went
to the following destinations in 1978:15

Percentage
Developed countries 54.0
— United States 30.9
— EEC 154
— Canada 14
— Japan 2.0
— Other developed countries 4.3
Countries with centrally planned
economies 22
— Eastern Europe 1.1
— Soviet Union 0.7
— Asia 04
Developing countries 43.8
— Latin America 36.9
— Africa 3.8
— Asia {except the Middle East) 1.3
— Middle East 1.8

The dynamism shown by Latin American
exports of manufactures, reflected in the in-
crease in their share in world trade, represents
an advance which not only means that sales on
the international market are growing, but also
shows that some countries have strengthened
certain areas of their domestic industry, which
have played their part in this improvement,

155 ee United Nations, The external economic relations
of Latin America in the 19803, op. cit,, table A,

Henece, what we are concerned with is deter-
mining, from the standpoint of Latin American
supply, the countries, sectors and products
which contributed to that growth, and likewise,
from the standpoint of demand, the countries
which imported those products.

Table 7, therefore, shows the structure of
Latin American exports of manufactures to the
industrialized countries and to the developing
couniries. Within the group of developing
countries intra-regional trade and trade with
other developing countries are shown sepa-
rately,

It will be noted that Latin American ex-
ports of manufactures to the industrialized
countries and to the developing countries dif-
fer significantly as regards their share in certain
categories.

Exports to the developing countries
contain a higher proportion of capital goods
(machinery and transport equipment) and
chemicals than those going to the industrial-
ized countries. Whereas machinery and trans-
port equipment sold within the region repre-
sent a slightly higher percentage (39%) than
sales to the industrialized countries (36%),
these capital goods account for more than half
(55%) of Latin American manufactures ex-
ported to other developing countries. These
sales were made by Brazil (94%) and, in equal
percentages, by Argentina and Mexico (3%).

The industrialized countries, on the other
hand, purchase a much higher percentage of
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Table 7

LATIN AMERICA: STRUCTURE OF EXPORTS OF MANUFACTURES TO INDUSTRIALIZED
COUNTRIES, DEVELOPING COUNTRIES AND LATIN AMERICA, 1978

(Percentages)
Developing countries
Industri-
SITC  Manufactures alized Total Latin Others
countries America
Total manufactures 100.0 100.0 100.0 100.0
5 Chemicals 109 15.8 17.5 5.6
6-68 Basic manufachured goods 309 317 31.0 36.3
65 Textile yarn and fabrics 8.2 73 8.7 11X
67 Ironand steel 7.4 6.3 5.5 10.8
7 Machinery and transport equipment 35.7 41.3 38.9 55.3
73 Transport equipment 7.5 179 1.9 52.4
8 Miscellaneous manufactured articles 295 11.2 12.6 2.8
84 Clothing 9.6 35 39 1.2
85 Footwear 50 07 0.8 0.1

Source: Same as table 8, and CEPAL, on the basis of offivial statistics of the Latin American countries.,

miscellaneous manufactured articles {23%),
consisting mostly of non-durable consumer
goods such as clothing and footwear, whereas
the share of these manufactures in trade with
developing countries and within the region is
smaller.

Finally, the share of basic manufactured
goods in the imports by the different regions is
comparable, amounting to 31% in imports by
the industrialized countries and 32% in those
by the developing countries.

It will be noted from the above that the
major share of Latin American manufactures
are bought by the industrialized countries
(54%). The main purpose of this article is to go
more deeply into this fact. Certain basic defini-
tions and concepts have been adopted to throw
light on the subject.

1. Definitions of certain basic concepts

In dealing with this subject, it was found neces-
sary to restrict certain basic concepts to defini-
tions pertaining to the coverage of coparticipa-
ting countries, the concept of penetration intoa
market and the definition of manufaciures, It
was also necessary to investigate the distortion
produced by statistics with regard to products
subject to offshore assembly in the region.

(a) Regions coparticipating in trade

Research was centered on a universe con-
sisting, on the one hand, of 24 exporting coun-
tries of Latin America, and, on the other, the
United States, the nine member countries of
the European Economic Community (EEC),
Canada and Japan.

In 1978, these countries together pur-
chased 92% of Latin American exports of manu-
factures to the industrialized countries'® and
are, consequently, the main importers of pro-
cessed products in the developed world.

(b) The concept of penetration in a market

In order to determine the degree of pen-
etration of Latin American manufactures in the
industrialized countries, information is needed
not only on what industrial goods those coun-
tries import but also on what they produce and
export, in order to measure the degree or level
of penetration of one or more products in terms
of the apparent consumption thereof.

16Not including the following industrialized countries:
members of EFTA, Spain, Gibraltar, Greece, Malta, Yugos-
lavia, Australia, New Zealand and South Africa.
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Since this type of information is not avail-
able, however, the research will be limited to
determining the share of Latin American ma-
nufactures within total imparts of manufac-
tured goods by the industrialized countries.

Therefore, we have chosen as our source of
information the statistics compiled by the in-
dustrialized countries that are published by the
United Nations Statistical Office.

(c) Limitations inherent in statistical
information

The conclusions of an empirical study such
as this depend to a large extent on the quality
and reliability of the statistics used. The data
compiled by the importing countries that had to
be used for this study, give a distorted pictare
of the trade relations we are trying to identify.

Because of the subcontracting arrange-:

ments between United States firms and off-
shore assembly operations located in Mexico,
near the border, there is a statistical discrepan-
cy in the two countries’ official statistics on
trade between them."” These differences arise
from the valuation given to the finished pro-
ducts upon their return to the United States,
which includes the imputed value of parts
previously produced in the United States and
not in Mexico, inasmuch as they entered Mexi-
co only temporarily for purposes of assembly
and finishing,

Although, when they return to the United
States for marketing, these products are subject
to customns duty only on the portion of the value
added corresponding to the work done in Mex-
ico, the statistics record the total value of the
finished product. The value added in Mexico,
however, represents no more than 30% of the
value of the finished product.!8

17In 1978, United States and Mexican records on the
Hlow of goods exported by Mexico to the United States show
the following;

(Millions of
dollars)
Mexican exports to the United States 4057
United States imports from Mexico 6195
Statistical discrepancy 2138

See: International Monetary Fund, Direction of Trade
Yearbook, 1980,

1BSee Héctor Soza, “The Industrialization Debate in
Latin America”’, CEPAL Revigw, No. 13, April 1981, p. 54.

This is why there are such large differ-
ences between the records of the two countries
in respect of several manufactured products
classified in different chapters of the SITC.

In view of this situation, a detailed and
exhaustive comparison of Mexican export sta-
tistics and United States import statistics was
made in order to detemmine what products are
invalved and clean up the data so as to avoid
mistaken conclusions. In addition, as will be
seen in detail later on, after making several
adjustments in the over-valued amounts
shown in the import statistics, some modifica-
tions were made with regard to the share of
manufactured products, the ranking of the La-
tin American exporting countries and the dis-
tribution by destination of the exports original-
ly shown in these statistics,

Omnce the adjustments for offshore assem-
bly are niade, it becomes evident that trade be-
tween Mexico and the United States, because
of its magnitude and particularly because of the
methods used in compiling statistics, is sub-
stantial enough to alter the results for the re-
gion as a whole. If the current method of re-
cording statistics persists, their impact could
increase even more in view of the proposal for
the creation of a free trade zone along the 3 218
kilometres of border between the United States
and Mexico.1?

19 1 have proposed that the United States and Mexi-
co should support the creation of a free trade zone all along
the border. My proposal, introduced recently at a hearing
held by a United States trade advisory commission, is to
establish such a zone along a 200-mile strip in the territory
of each country, extending along the entire border from
Brownsville, Texas, to San Diego, California, This would
constitute a mini-Common Market, Any product grown,
ptoduced or manufactured within the zone, on either side
of the border, could be traded free of duty withir the zone,

“After a ten-year trial period, the zone could be ex-
tended to include more or all of the territary of both coun-
tries, If successful, the are could be extended even more, to
include not only the United States and Mezxico but also
Canada and the other nations of Latin America and the
Caribbean.”

Excerpt from the article “La frontera como centro de
amistad”, by Abelardo L. Valdez, in Visidn, Vol. 57, No. 3,
10 August 1981,

Ambassador Abelardo L. Valdez was administrator for
Latin America of the Agency for Intemational Develop-
ment {AID) between 1977 and 1979, and Chief of Protocol
of the White House (1979-1981).
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(d) Definition of manufactures

The concept of manufactures must be de-
fined; any definition used will be a conven-
tional one.

There are several international classifica-
tions which define manufactures, either direct-
ly or indirectly, according to basic criteria
adopted for specific purposes; hence, they are
all different from one another.2

In some cases, these classifications ure not
the most appropriate for use with regard to in-
ternational trade, because of the purposes for
which they were originally prepared 2!

In other cases, the definition of manufac-
tures is based on considerations of a practical
nature, for purposes of obtaining external trade
data at the world level 2

Finally, there are classifications such as
those of GATT and UNCTAD,2 which were
created to facilitate negotiations, both bilateral
and multilateral, within the framework of the
activities of those agencies,

The United Nations statistics on the flows
of world trade in manufactures, by regions and
countries, use the definition based on sections
5 to 8 (exceptdivision 68, non-ferrous metals) of
the SITC; consequently, we must use this as
well when comparing data for the Latin Amer-
ican countries with data for world trade, since
the latter do not use any other classification.

205¢e the following definitions of manufactures: {a)
United Nations, various studies and publications: sections
5 to 8 except division 68 of the Standard I[ntemational
Trade Classification ($1TC); {(b) United Nations, United
Nations Conference on Trade and Development
{UNCTAD}, Trade and Development Board, Committee
on Manufactures, The Definition of Primary Commodities,
Semi-manufoctures und Manufactures, TD{B/C.2/3, July
1965; (¢} GATT, chapters 25 to 99 of the Nomenclature of
the Customs Co-operation Council; (d) United Nations,
Statistical Papers, Series M, No. 4, Rev. 2, International
Standard Industrial Classification of all economic activities
(ISIC), major division 3, manufacturing.

2IThis is the case with regard to the ISIC, which is a
classification of economic activities and not of products.

22Because of the structure of the S1TC and the fact that
it goes from minor (5-digit categories} to major (1-digit
sections), the data organized according to this classification
may be easily regrouped by sections in order to obtain
values for the external trade of manufactures.

23Note that the classitication established in 1965 by the
UNCTAD Trade and Development Board met a strongly
felt need in international economic relations. It was im.
plicitly understood in the deliberations carried out from

Since the world trade date are based on the
SITC, so is the classification of manufactures.
Although we have, for this reason, nsed that
definition of manufactures, our analysis also
covers agroindustrial products from sections 0
and 1 of the SITC.

In any event, this definition is not entirely
suitable for studying the trade relations of the
Latin American countries, since it includes as
manufactures certain traditional export prod-
ucts such as leather, included in section 6, and
tanning extracts of vegetable origin, included
in section 5. Likewise, it excludes from the
category of manufactures such semi-manufac-
tured products included in division 68, non-
ferrous metals (copper, nickel, aluminium,
lead, zinc and tin) as wire, tubes, pipes and
fittings therefore, which are exported by many
Latin American countries in relatively large
amounts.

2. Exports of manufactures to the centres

Trade in manufactures and agroindustrial
goods between Latin America and the industri-
alized countries is shown in tables 8, 9 and 10,
which serve as a basis for the following analy-
sis: table 8 shows the value of this trade ac-
cording to the SITC structure, while tables 9
and 10 show the manufactured and agroindus-
trial goods traded, in descending order or per-
centage of total trade.

Latin American manufactures imported by
the industrialized countries in 1978 repre-
sented 1.8% of all imports of processed goods.
Mexico, Brazil and Argentina accounted for
T7% of such sales from the region.

The imports of the industrialized countries
are distributed as follows: United States, 68%;
EEC, 25%; Japan, 4%; Canada, 2%.

The differences between the Mexican and
United States records in respect of products
finished in Mexico for re-entry to the United

the beginning in UNCTAD between the industrialized and
the developing countries that the former were producers of
industrial products whereas the Thitd World countries
produced primary commodities. Up to then, however,
there had been no internationally recognized c¢lassification
to define products of one or the other category.
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States caused an overvaluation in import sta- million. United States statistics, on the other
tistics of US$ 1 700 million. This value ismuch  hand, show imports of manufactures valued at
higher than that of actual exports of Mexican  US$ 2 652 million.

manufactures, which are estimated at US$ 950

Table 8

INDUSTRIALIZED COUNTRIES: IMPORTS OF MANUFACTURES AND ACGROINDUSTRIAL
PRODUCTS FROM LATIN AMERICA, 1978
(Millions of dollars)

Importers Imports by industrialized

SITC countries from
Manufactures Latin America World
AGROINDUSTRIAL PRODUCTS 1504 20 160
FOOD 1389 13 663
013 Meat in airtight containers 334 1710
032 Fish in airtight containers 46 1284
053 Fruit, preserved and fruit preparations 373 2 364
{053.5) Fruit juices (340) {925}
055 Vegetables, roots and tubers, preserved 42 1 864
071.3 Coftee extracts and essences 355 689
073 Chocolate and other food preparations containing cocoa 183 1236
099 Food preparations n.e.s. 19 032
BEVERAGES 87 5596
112 Alcoholic beverages 88 5 380
122 TOBACCO MANUFACTURES 28 901
5 CHEMICALS 815 50 522
51 Organic and inorganic chemicals {oxides and salts) 538 16 681
6 BASIC MANUFACTURED COODS 2 302 108 769
61 Leather, dressed furskins and leather manufactures 383 2708
63 Wood manufactures 168 4717
64 Paper, paperboard and manufactures thereof 82 12775
65 Textile yarn, fabrics and made-up articles 611 22 150
66 Non-metallic mineral manufactures 320 21034
67 Iron and steel 549 26 308
69 Manufactures of metal, n.e.s. 153 13 907
7 MACHINERY AND TRANSPORT EQUIPMENT 2661 182 341
71 Machinery, other than electric 727 63 959
711 Power generating machinery 357 11 567
714 Oftice machines 185 11135
719 Machinery and appliances {other than electrical} and machine
parts, n.e.s, 125 23 108
72 Electrical machinery, apparatus and appliances 1372 41 372
722 Electric power machinery and switchgear 261 7083
723 Equipment for distributing electricity _ T4 1266
724 Telecornmunications apparafus 572 12 656
729 Other electrical machinery and apparatus 441 15 480
73 Transport equipment 356 77010
732 Road motor vehicles 368 64 705
735 Ships and boats 103 3630
8 MISCELLANEQUS MANUFACTURED ARTICLES 1674 73 366
83 Travel goods, handbags 93 1614
84 Clothing _ 717 21496
85 Foaotwear 369 6515

89 Miscellaneous manufactured articles 363 23 728
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{Continuation table 8)

Imports by industrialized
countries from

Manufactures Latin America World
891 Musical instruments, sound recorders and reproducers 77 4 989
894 Toys and sporting goods 108 4 186
TOTAL AGRCGINDUSTRIAL PRODUCTS 1504 20 160
TOTAL MANUFACTURES T 452 416 993

TOTAL MANUFACTURES AND AGROINDUSTRIAL
PRODUCTS 8 956 437 158

Source: Compiled by the author on the basis of United Nations Statistical Qttice, 1878 World Trade Annual,
New York, Walker and Company, 1980.

aIt is estimated that this figure includes US$ 1 700 million of overvaluation in United States records of

imports of manufactures from Mexico. This value would affect the following divisions:

Millions of dollars
71. Machinery, other than electric 184
72, Electrical machinery, apparatus and appliances 972
73. Transport equipment 164
84. Clothing 186
89. Miscellaneous manufactured articles 195
Table 9 _
INDUSTRIALIZED COUNTRIES: IMPORTS OF LATIN AMERICAN MANUFACTURES, 1978
{Percentages)

Share of pro- Market share of Distribution Latin Amer- Additional
duct as a per- Latin American among indus- ican share in amount re-

SITC centage of all exporting coun- trialized coun- Imports  of quired to
PRODUCT manufactures tries (per cent) tries manufactures reach 14%
exported by the indus-" {millions of
from Latin trialized dollars)
America countries
TOTAL MANUFACTURES 1000 Mexico 39, Bra- United States 15 a

zil 28, Argentina 654, EEC 25.3,
10, Colombia, Japan 3£ and
Uruguay and Ja- Canada 2.4
niaica 3, Domi-

nican Republic,

Haiti, E! Salva-

dor and Vene-

zuela 2, Peru 1,

Panama 0.8, Tri-

nidad and Toba-

go and Chile

0.7, Costa Rica

0.6, Barbados

0.5, Nicaragua,

Guyang and Pa-

ragusay 0.3, Boli-

via, Cuba, Hon-

duras and Gua-

temala 0.2, Ecaa-

dor 0.1.
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{Continuation Table )

Share of pro- Market share of Distribution  Latin Amer-  Additional
duet as per- Latin American among indug- ican share in amount re-
SITC centage ofall exporting coun- trialized coun- imports of quired to
PRODUCT manufactures tries (per cent) tries manufactures reach L4%
exported by the indus- (millions of
from Latin trialized doilars)
America countries
84 CLOTHING  {outergarments, 9.6 Mexice 30, Uru- United 3.3 -
undergarments, clothing acces- guay 15, Brazil States83,
sories, fur clothing and other ar- 10, Dominican  EEC 15,
ticles of furskins) Republic and Canadal
Haiti 7, El Sal-
vador and Co-
lombia 5, Costa
Rica 4
65 TEXTILE YARNS, FABRICS 82 Brazil 44, Mexi- ECC'54, 2.8 -
AND MADE-UP ARTICLES co 16, Argentina  United
{varn and thread of silk, wool, and Colombia States 38,
cotton, flax, ramie and true 10, Peru 8, Uru- Canada 3,
hemp; of synthetic and artificial guay 7 Japan 3
fibres, Includes fabrics made of
these fibres and manufactures
such as blankets and coverlets,
bedlinen, carpets and mats and
tapestries}
724 TELECOMMUNICATIONS 7.7 Mexico 81, Bra- United 4,5 -
APPARATUS (television and ra- zil 18 States 92,
dio broadcast receivers; electri- EEC4,
cal telephone and telegraph Canada 3,
equipment, microphones, loud- Japan 1
speakers and amplifiers)
67 IRON AND STEEL {pig iron, 74 Brazil 47, Argen- United 2.1 -
ferroalloys, ingots, bars, rods, tina 23, Mexico States 61,
angles shapes, sheets, hoops, 14, Dominican EEC 27
wire, tubes and fittings of iron or Republic 11, Ve- Japan 10,
steel} nezuela 3, Chi- Canada2
le2
51 CHEMICAL ELEMENTS AND 7.2 Jamaica 38, Mex- United 3.2 -
COMPOUNDS {aluminium ox- ico 25, Argen- States 59,
ides and hydroxides, zinc oxides tina 14, Brmzil EEC34,
and peroxides, lead oxides, inor- and  Trinidad Japen 6,
ganic acids, liquid or disolved and Tebage 7 Canadal
ammonia, hydrocarbons, ethyl [
alcohol, ete.} ;;
726 ELECTRICAL MACHINERY 59 Mexico 59, Bra- United 2.5 -

AND APPABATUS [{betteries
and accumulators, thermionic
valves and tubes, transistors,
electrical lighting equipment for
vehicles, electrical supply me-
ters and electrical condensers)

zil 20, El Salva- States 91,
dor 13, Haitid ECCS8,
Canada 1
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{Continuation Table 9)

Share of pro- Market share of Distribution Latin Amer-  Additional
ductas aper- Latin American among indus- ican share in  amount re-
centage of all exporting coun- trialized coun- imports of quired to
SITC manufactures tries (per cent} tries manufactares reach 1.4%
PRODUCT exported by the indus- {millions of
from Latin trialized dollars)
America countries
61 LEATHER, LEATHER MAN- 5.1 Argentina 51, EEC 55, 14.1 -
UFACTURES AND DRESSED Brazil 23, Uru- United
FURSKINS (machine leather guay 7, Mexi- States 38,
bands and belting, saddlery and coB Canada 5,
other hamessmakers’ goods; Japen2
parts of footwear. The main cate-
gory is tanned leather)
85 FOOTWEAR (footwear with 50 Brazil 72, Mexi- United BT -
soles of leather or with scles of co 12, Uru- States 76,
other materials such as rabber, guay 8, Argenti- EEC20,
plastic material, wood or cork, na6 Canada 4
Also includes boots, spats, leg-
gins, etc,)
732 ROAD MOTOR VEHICLES 49 Mexico 67, Bra- United 0.6 538
(bodies, chassis, frames and zi] 27, Argentina States 65,
other parts; chassis with engines 4, Colombia2 EEC32,
mounted) Canada 2,
Japan L
711 POWER GENERATING MA- 4.8 Brazil 67, Mexi- United 31 -
CHINERY, OTHER THAN co 28, Argenti- States 53,
ELECTRIC ({internal combus- nad4 EEC4l,
tion engines for automaobiles and Japan 4, Cana-
aircraft) da2
66 NON-METALLIC MINERAL 4.3 Mexico 42, Co- United 1.3 -
MANUFACTURES  {cement, lombia 20, Bra- States 67,
glass and glass manufactures, 7il 19, Venezue- EEC 18,
non-refractory ceramic bricks, la17 Japan 14, Ca-
tiles and similar products, arti- nada 1
cles of ashestos and articles of
minerals n.e.s)
722 ELECTRIC POWER MA- 3.5 Mexico 82, Bra- United 3.7 -
CHINERY AND SWITCH- zil §, Haiti and States 37,
GEAR (electrical apparatus for Dominican Re- EEC2,
muking and breaking or for pro- public3 Canadal
tecting electrical circuits, elec-
tric power machinery, motors
and rotary and static convertors)
714 OFFICE MACHINES ({elec- 2.5 Brazil 41, Mexi- United 1.7 -
tronic calculating machines, co 34, El Salva- States 51,
typewriters) dor 10, Argenti- Japan 25,
na, Barbados EEC20,
and Haiti 4 Canada 4
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{Continuation Tabkle 9)

Share of pro- Market share of Distribution  Latin Amer-  Additional
ductasaper- Latin American among indus- ican share in  amount re.
SITC centage ofall exporting coun- trialized coun- imports of  quired to
PRODUCT manufactures tries (per cent)  tries manufactures reach 1.4%
exported by the indus- {(millions of
from Latin trialized dollars)
America countries
63 WOOD AND CORK MANU- 2.3 Mexico 50, Bra- United 36 -
FACTURES (excluding furni- zil 38, Honduras States 70,
ture} (plywood boards, window and Bolivia 3 EEC 26,
and door frames, parquet foor- Japan3,
ing, tool handles, etc.) Canada 1
69 MANUFACTURES OF MET- 2.1 Mexico 63, Bra- United 11 43
AL, N.E.S. (structures of iron zil 21, Chile 5, States 93,
and steel, containers, wire ca- Argentina and EECS,
bles, wire mesh of iron or steel, Colombia 3 Canada 2
of copper and aluminium, nails,
screws and nuts, tools for use in
the hand or in machines, cutlery,
household equipment of base
metals)
719 MACHINERY AND} APPLI- 1.7 Mexico 63, Bra- United 0.5 198
ANCES {other than electrical) zil 16, Argentina States 84
and MACHINE PARTS (heating B, Venezuela6 EEC 13,
and cooling equipment, pumps Canada 2,
and centrifuges, lifting and load- Japan 1
ing machinery, non-electrical
domestic appliances, non-elec-
trical motorized hand tools)
894 TOYS AND SPORTING GOODS 15 Mexico 47, Hai- United 2.6 -
(baseballs, fishing and hunting ti 33, Brazil 12 States 92,
equipment, equipment for in- EEC3,
door games} Canada 4,
Tapan 1
735 SHIPS AND BOATS (tugs, dred- L4 Brazil 51, Pana- United 2.8 -
gers, Hoating structures) ma 48, Argenti- States 15,
na l EEC 55,
Tapan 30
83 TRAVELGOODS AND HAND- 1.2 Mexico 30, Bra- United 3.8 -
BAGS zil 23, Uruguay States 81,
16, Colombia 12, EEC 15,
Domninican Re- Canada4
public 10, Ar-
gentina 7
64 FPAPER, PAPERBOALRD AND Li Brazil 46, Mexi- United 06 a7
MANUFACTURES THEREQF, co 44, Argenti- States 82,
{newsprint paper, other printing nab EEC 17,
and writing paper, paper bags, Canada 1

paperboard boxes and other con-
tainers)



70

CEPAL REVIEW No, 17 [ August 1982

{Continuation Table 9)

Share of pro- Market share of Distribution  Latin Amer-  Additional
ductasaper- Latin American among indus- ican share in  amount re-
SITC ' centage of all exporting ccun- trialized coun- imports of quired to
manufactures tries (per cent) tries manufactures reach 1.4%
PRODUCT exported by the indus- {millions of
from Latin trialized dollars)
America countries
891 MUSICAL INSTRUMENTS, 1.0 Mexico 90, Bra- United 1.5 -
SOUND RECORDERS AND zil 9, Haiti 1 States 92,
REPRODUCERS {gramo- EEC8
phones, tape recorders, phone-
graph records, recorded tapes,
string musical instruments and
n.e.s.)
723 EQUIPMENT FOR DISTRIB- 10 Mexico 84, Do- United 5.8 -
UTING ELECTRICITY {insu- minican Repub- States 95,
lated wire and cable, electrical lic 5, Chile 4, EEC5

conduit tubing and joints there-
fore of base metal lined with in-
sulating material)

Brazil 3

Source: Compiled and calculated by the authoron the basis of United Nations Statistical Office, 1978 World Trade Annual,

op.cit.

2 After adjustment is made for offshore assembly, the 1.8% share in the pevious column drops to 1.4%.

Table 10

INDUSTRIALIZED COUNTRIES: IMPORTS OF LATIN AMERICAN
AGROINDUSTRIAL PRODUCTS, 1978

{Percentages)
Share of total Shares of ex- Distribution  Latin Ameri- Additional
agroindus— portingLatin = amongindus- canshareof amount re-
SITC trial exports  American trialized total imports  quired to
PRODUCT from Latin countries countries of agroindus- reach 7.5%
America trial products (millions of
by the indus-  dollars)
trialized
countries
TOTAL AGROINDUSTRIAT, 100.0 Brazil 58, Argen- United 7.5 -
FRODUCTS tina 19, Mexico States 60,

9, FEcuador 6, EEC 31,
Colombia 1.8, Canada?,
Paraguay 1.7, Japan 2
Chile 1.2, Peru

and Dominican

Republic 0.8, El

Salvador 0.5, Ve-

nezuela (.4, Cos-

ta Rica and Ure-

guay 0.2, Haiti,

Cuba, Honduras

and Panama 0.1
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{Continuation Table 10}
Share oftotal Shares of ex- Distribution  Latin Amer-  Additional
agroindus-  porting Latin ~ among indus- ican share of  amount re-
trial exports American trialized total imports  quired to
SITC from Latin  countries countries of agroindus- reach 7.5%
PRODUCT America trial products  (millions of
by the indus- dollars}
trializad
countries
053 PFRESERVED FRUITS AND 24.8 Brazil 74, Mexi- United 156 -
FRUIT JUICES co 14, Argenti- States 53,
na 11 EEC 32,
Canada 14,
Japan 1
071.3 (COFFEE EXTRACTS AND 23.6 Brazil 91, Co- United 515 -
ESSENCES lombia 4, El Sal- States 57,
vador and Mexi- EEC 31
co?
013 MEAT IN AIRTIGHT CON- 222 Argentina 64, EEC33, 1895 B
TAINERS Brazil 28, Para- United
guay 7, Um- States 43,
goay 1 Canada 3,
Japan 1
073 CHOCOLATE AND OTHER 12.2 Brazil 51, Ecua- United 14.8 -
FOOD PREPARATIONS CON- dor 41, Colom- States 96,
TAINING COCOA biaandPeru2 Japan3
112 ALCOHOLIC BEVERAGES 5.7 Mexico 50, Ja- United 1.6 318
{wine, cider, fermented bever- maica 23, Trini- States 61,
ages, beer and distilled alcoholic dad and To- EEC20,
beverages bago 13, Argen- Canada 13,
tina 6, Guyana 4, Japan 6
Chile 2
032 FISH IN AIRTIGHT CON- al Mexico 48, Chi- United 3.6 50
TAINERS le 26, Peru 17, States 68,
Venezuelad EEC 30,
Japan 2
035 VEGETABLES, ROOTS AND 28 Mexico 67, Do- United 2.3 08
TUBERS PRESERVED minican Repub- States 76,
lic 10, Braziland EEC 17,
Chile 7 Canada 7
122 TOBACCO MANUFACTURES 18 Cuba 36, Jamai- United 3.1 40
{cigars, cigarettes, manufactured ca 21, Honduras States 57,
tobzcco, including smoking and and Mexice 11 EEC43
chewing tobaceo and snutf)
0499 FOOD PREPARATIONS N.E.S. 1.3 Mexico and Do- United 20 &1
minican Repub- States 95,
lic 28, Argenti- Japan5

na, Brazil and
Venezuela 11,
Costa Rica, Chi-
le and Panama 3

Source: Compiled and calculated by the author on the basis of United Nations Statistical Office, 1978 World Trade

Annual, op. cit.



72

CEPAL REVIEW No. 17 [ August 1952

If we deduct the US$ 1 700 million of
overvaluation from the total value of Latin
American manufactures (i.e., US§ 7 452 mil-
lion), the amount will be reduced to US$ 5 751
million.

Evidently, with this adjustment, the share
of Latin American manufactures imported by
the industrialized countries would also change,
dropping from 1.8% to 1.4%.

In tam, this adjustment would change the
shares of the exporting Latin American coun-
tries, as the order of importance of Mexico and
Brazil would be reversed, with Brazil taking
first place, with 36%, followed by Mexico, with
299%: Argentina, for its part, would continue in
third place, but with a higher share: 13%.

The participation of the three countries
together would drop to 71%, with the 6% dif-
ference being distributed proportionally
among the remaining Latin American coun-
tries.

In any event, it should be noted that even
when adjustments are made for offshore as-
sembly, a very high proportion of this trade is
concentrated in Argentina, Brazil and Mexico,
as the remaining 29% i$ distributed among the
21 other Latin American countries,

The adjustment for offshore assembly also
changes the percentage distribution by desti-
nation, even though the order of importance is
not changed. Thus, the United States’ share
would decline from 68% to 59%, but the United
States would continue to be the main purchaser
of Latin American manufactures. The EEC
share would rise from 25% to 33% and the
minor roles of Japan and Canada would not
change.

(a) Penetration of manufactures

As we have noted, after adjustment for oft-
shore assembly, Latin American manufactures
represent 1.4% of the imports of industrialized
countries,

Above that average level of 1.4%, there are
21 items which have found a more favourable
market in the industrialized countries.

The product that has penetrated the most,
leather manufactures (including tanned leath-
er), amounts to 14%. Nevertheless, this high
participation is explained by the fact that this
category consists mainly of tanned leather, a

semi-manufacture that has traditionally been
exported by the region.

The level of penetration of the other prod-
ucts is as follows:

Penetration ranking

Product %)

Railway vehicles 6-7
Equipment for distributing
electricity; travel goods and
handbags; footwear

Telecommunications apparatus

Electric power machinery and
switchgear; wood manufac-
tures; clothing; chemicals
(aluminium oxides and hydrox-
ides); motors; works of art n.e.s.

Yams, fabrics and made-up
articles, electrical machinery
and apparatus; tugs, dredgers,
floating structures; essential
o0ils and perfume materials, iron

and steel 2-3

These products were mainly exported by
Mexico, Brazil and Argentina.

(b) What products are exported

The most important export item is cloth-
ing, which represents 9.6% of Latin American
manufactures exported to the centres. Clothing
and the 10 items following it in importance
account for 70% of the region’s exports of man-
ufactures to the centres. Hence, a quick look of
these items will make it easier to understand
their significance and importance.

Two of the most important groups, ie.,
chemical elements and compounds, and leath-
er, dressed furskins and manufactures thereof,
include products that are largely primary com-
modities or semi-manufactures. Thus, chem-
ical elements include aluminium oxides and
hydroxides {alumina), which are exported by
Jamaica in the amount of US$ 206 million,
while the other item also contains a high pro-
portion of goods that are actually traditional
exports, such as leather and dressed furskins,
mentioned above.

Of the 11 main categories, 5 are overvalued
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as a result of offshore assembly: clothing; tele-
vision and radio broadcast receivers and other
telecommunications apparatus; batteries and
electric accumulators and thermionic valves
and tubes, transistors and other electrical
equipment; road motor vehicles; internal com-
bustion engines for automobiles and aircraft.

One symptomatic fact that shows the dif-
ference between industrial production proper
and subcontracting and offshore assembly is
that United States records show imports of
electrical machinery and apparatus from Mex-
ico as amounting to US$ 257 million, whereas
the EEC imports only US$ 3 million worth of
such items from the same country. Brazil, on
the other hand, exports these products in the
following proportions: to the United States,
26%; to the EEC, 65%; to Canada, 5%, and to
Japan, 4%.

The fourth most important item is SITC
division 87, which includes goods produced
by the iron and steel industry. These products
are considered semi-manufactures in the
UNCTAD classification; however, in some
UNCTAD documents, division 67 is excluded
from manufactures and included under prima-
ry commodities,

The second most important item com-
prises yarns and fabrics. This is unquestionably
the most ‘traditional” category of manufactures
exported from the region. Only 7 countries
participate in this trade, with Brazil accounting
for a very high percentage of it (44%).

The importance of footwear as a regional
export product is also due to sales from Brazil,
whose share is 72%.

In brief, there are two elements in Latin
American exports of manufactures that make it
difficult to understand clearly their true signifi-
cance. In the first place, some export items in-
clude a high percentage of semi-manufactures
obtained as by-products of primary commodi-
ties which are actually traditional export prod-
uets.

In the second place, products finished in
Mexico and re-exported to the United States
are recorded at much higher values than the
value added in Mexico, as a result of which the
region appears with a higher share than it ac-
tually has,

What does seem very clear, in the export of

manufactures is that this trade is highly concen-
trated in the three biggest countries of the re-
gion,

If the manufactured products exported by
Latin America were classified by use or eco-
nomic purpose, the structure would appear as
follows:

%
Total manufactures 100.0
Consumer goods 29.2
Non-durables 179
Durables 11.3
Intermediate processed products and
construction materials 42.2
Capital goods 28.6
For agriculture and industry 13.3
Transport equipment® 15.3

The share of intermediate processed goods
and construction materials is particularly high,
i.e., 42%, compared with the 29% each for
consumer goods and capital goods.

The main items included under non-dura-
ble consumer goods are clothing (10%), foot-
wear (5%), toys and sporting goods (1.5%), and
travel goods and handbags (1.2%).

The main item under consumer durables is
telecommunications equipment, which in-
cludes television and radio broadcast receivers
(8%); these are followed in importance by tape
recorders and other sound reproducers (1%)
and works of art (paintings and drawings), 1%.

Intermediate processed products and con-
struction materials include mainly textile yarns
and fabrics (8%}, iron and steel (7%) aluminium
oxides and hydroxides (alumina) and other
minerals (7%), leather and dressed furskins and
manufactures thereof (5%), cement, glass and
non-metallic mineral manufactures (4%), wood
manufactures (2%), metal manufactures (2%)
an paper, paperboard and manufactures thereof
(19%).

Among capital goods, transport equipment
accounts for 15% of all manufactures exported

#In addition to division 73 of the SITC, transport
equipment Includes group 711, automobile and aireraft
engines, and part of group 729 (electrical lighting equip-
ment for vehicles).
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by Latin America; capital goods for agriculture
and industry account for 13%.

The main exports of capital goods for agri-
culture and industry consist of electric power
machinery and switchgear (4%), office ma-
chines (3%) and machinery and appliances
other than electrical (2%).

(c) Latin American exporting countries

As we have seen, Brazil, Mexico and Ar-
gentina account for 71% of sales of manufac-
tures. This high concenfration may be noted in
almost all cases; thus, Brazil is among the three
major exporters of 34 of the 48 items making up
the tatal for manufactures. Mexico, for its part,
accounts for 43 items, while Argentina exports
17,

The relatively high shares of the Domini-
can Republic, Haiti and El Salvador should
also be noted. In the case of Haiti and El
Salvador, their importance stems from the fact
that in recent years they have established free
trade zones near their international airports,
where enterprises engaged in offshore assem-
bly assemble and mount parts sent by transna-
tional corporations for re-export to the United
States and Europe; the manufactures exported
by the the Dominican Republic are also pro-
duced and in same way, although the assembly
operations are not located near the airport.

(d) Countries of destination

Among the industrialized countries, im-
ports of Latin American manufactures are also
highly concentrated, in this case in the United
States and the EEC, Japan, on the other hand,
imports only 4 items, totalling between 10%
and 30% of the amount imported by those
countries overall; these are iron and steel, non-
metallic mineral manutfactures, office ma-
chines, and tugs dredgers and floating struc-
tures. Canada imports the least, as it accounts
for no more than 10% in any given category.

3. Exports of agroindustrial products

The region exports 14 categories ol agroin-
dustrial products to the centres, The four most
important ones are: preserved fruit and fruit
juices; coffee extracts and essences; meat in
airtight containers; and chocolate and other
food preparations containing cocoa. Altogeth-

er, these items account for 83% of all the agro-
industrial products sold.

They are followed in importance by alco-
holic beverages and preserved fish and vegeta-
bles, which added to the above raise the share
to 95%. None of the remaining products
amount to 2%,

{a) Penetration of agroindustrial products

Imports from Latin America represent
7.5% of the agroindustrial products imported
by the industrialized countries.

The products that have penetrated these
markets to the largest extent are coffee extracts
and essences, which amount to 52% of the total
imports of such products, Brazil accounts for
91% of these sales.

These are followed by other goods that
have been introduced in the markets of the
central countries in proportion that, although
not as high as the above, are at least double the
average 7.5% penetration of the agroindustrial
sector, Thus, Latin American penetration in
respect of preserved meat is 20%, of fruit juices
16%, and of chocolate and other food prepara-
tions containing cocoa 15%. Brazil sells over
B50% of the fruit juices and chocolate, while
Argentina exports 64% of the preserved meat.

As regards the remaining agroindustrial
goods, their penetration is very low, less than
the 7.5% average. Curiously enough, Brazil is a
relatively large exporter of only one of these,
sugar confectionery (38%). Its share of all the
restis very low.

(b} Exporting couniries

Of the agroindustrial goods purchased
from Latin America by the industrialized coun-
tries, 86% come from Brazil, Argentina and
Mezxico. The concentration of sales from these
three countries is higher than that of manufac-
tures, where only Brazil and Argentina arrive at
T7%.

They are tollowed in importance by Ecua-
dor, which accounts for 6% because its exports
ot chocolate and other food preparations con-
taining cocoa amount to 41% of the value of
regional exports of these products.

Colombia, Paraguay and Chile account for
less than 2% of exports and the 10 remaining
countries have shares of less than 1%.

Argentina, Brazil and Mexico are fre-
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quently among the three largest exporters of
the various agroindustrial products. Mexico is
first in respect of 8 products, Brazil in respect of
7 and Argentina in respect of 6 of the 14 on the
list.

{e) Countries of destination

The main destination of agroindustrial pro-
ducts is the United States, which buys twice as
much as the EEC countries. Canada and Japan
buy less than 10% of all purchases of these
goods by the developed countries,

The United States is the main importer of
all agroindustrial goods, except preserved
meat, In contrast, Japan purchases the least of
each product,

4, Growth prospects for exporis of manufac-
tures and agroindustrial goods

As we have seen, Latin American penetra-
tion in the markets of the developed countries
is greater with respect to agroindustrial goods
than to manutactures,

The Latin American share of all agroindus-
trial goods imported by the industrialized
countries is 7.5%; its share of manufactures is
only 1.4%.

Among agroindustrial goods, cotfee ex-
tracts and essences account tor 52%; it is to be
expected, however, that such a high percentage
will eventually decline rather than increase,
particularly as a single country, Brazil, ac-
counts for 91% of these exports.

Because of the existing marketing systems
and the import quotas established by the in-
dustrialized countries, as well as possible com-
petition from new producers outside the region
and preferences granted to producers from
other regions linked with the EEC, the high
proportion of sales by a single exporting coun-
try could well suffer a reduction.

On the other hand, there is a greater pos-
sibility that sales of goods now having a below-
average share will increase, either because
some of the arguments mentioned above might
work in their favour or because established
trading links for those products can be ex-
pected to permit an improvement in their cur-
rently low levels of penetration.

Considering the above, estimates have

been made of the dollar increases to be ex-
pected in respect of exports of manufactured
goods now having a share below the average of
1.4% and of agroindustrial products having a
share of less than 7.5%, should such exports
reach the average figures mentioned.,

In the case of manufactures, 27 items
would increase in value and this would mean
an increase of US$ 1 746 million in total exports
of manufactures to the industrialized countries,
This increase would raise the value of exports
of manufactures from the region to those coun-
tries by 30% and would raise the share of
manufactures in the imports of industrialized
countries from 1.4% to 1.8%.

In the case of agroindustrial goods, the
improvement wonld be proportionally greater
than in the case of manufactures. Thus, 11
items out of a total of 15 having a share of less
than 7.5% would increase in value, by a total of
US$ 805 million. This means that exports of
agroindustrial goods from the region to indus-
trialized countries would increase by 54% and
the share of agroindustrial goods in imports of
the industrialized countries would go up from
7.5% to 11.5%

Although these increases might be
achieved through the conjecturally estimated
improvement in the position of manufactured
and agroindustrial goods showing low levels of
penetration, their effect on the total value of
exports from Latin America would not be very
significant, as this value would only increase
by 5%. Latin America’s share in world exports
would only increase by 0.2%j; this same low
percentage of increase ((,2%) would alse be
registered in its shave of world exports of man-
ufactures.

This latter fact leads to the conclusion that,
as we stated in the previous chapter, Latin
America’s prospects for improving its share in
world trade will depend on its exports of man-
ufactures increasing substantially, since pri-
mary commodities have gradually lost their rel-
ative importance. For this to happen, both the
agroindustrial and the manufactured goods
mentioned in this article will have to enter the
international markets to a much greater extent
than is presently the case and, other goods that
have not yet penetrated those markets will

have to be added.
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Assuming optimistically that this actually
happens and that Latin America is thus able to
recover its past importance, another question
would arise which may be even more impor-
tant: which countries of the region would ben-
efit from these increases? Brazil, Mexico and
Argentina currently account for three-fourths of
Latin American exports of manufactures. What
is most likely to happen, therefore, is that those
same countries will increase or at least main-
tain their share, since the access of Latin Amer-
ican manufactures to the central countries is
largely made possible by the penetration ca-
pacity of those three countries (installed indus-
trial capacity, technology, entrepreneurial or-
ganization, marketing systems and export pro-
motion, competitiveness on the international
markets, export financing, etec.).

Finally, it has also been noted that when
any of these three countries, particularly Brazil,
shows low levels of penetration for its manufac-
tures, these levels are also low for the region. In
other words, if the three major countries do not
penetrate, there is no penetration by Latin
American manufactures on the international
markets.

5. Exports of manufactures and agroindus-
trial goods in 1980

After this article had been completed, the
OECD published the 1980 external trade sta-
tistics for its member countries.?’ This publica-
tion enabled us to update the information con-
tained in this study in order to find out what
changes had taken place in 1980 with regard to
Latin American exports of manufactures and
agroindustrial goods to the centres,

The following is a summary of the main
conclusions to be drawn from the figures for
1980:

Latin American manufactures imported by
the industrialized countries in this year repre-
sented 1.8% of the latter’s total imports of this
type of goods. This same percentage had been
reached in 1978; consequently, the low level of

3B0rganization for Economic Co-operation and Develop-
ment (OECD), Trade by Commodities, 1980.

penetration of Latin American manufactures in
the centres has not changed.

Mexico, Brazil and Argentina account for
79% of such sales from the region. The concen-
tration of exports of manufactures in these three
countries is higher than that shown for 1978
(77%), because of the greater relative impor-
tance of Mexico {40%) and Brazil (31%). Argen-
tina, on the other hand, registered a lower share
(8%).

As we have already noted, the differences
between the records compiled by the United
States and by Mexico in respect of products
linished in Mexico and subsequently re-ex-
ported to the United States cause an overvalua-
tion in the latter's import statistics.28 In 1980,
this overvaluation amounted to US$ 2 500 mil-
lion. This is much higher than actual exports of
Mexican manufactures during that year, which
are estimated at US$ 1134 million. United
States statistics, on the other hand, show im-
ports of Mexican manufactures amounting to
US$ 3 634 million.

If we subtract the US$ 2 500 million cor-
responding to the overvaluation in United
States statistics for imports of manufactures
from Mexico from the total value of US$ 9 919
million of Latin American manufactures ex-
ported to the centres, the latter figure drops to
US$ 7419 million, and this adjusted value
changes the penetration percentage of Latin
American manufactures in the industrialized
countries, which then drops from 1.8% to 1.3%.

This adjustment would also change the
participation of the three major Latin American
exporters, as the rankings of Mexico and Brazil
would be reversed, with Brazil moving to first
place (42%), followed by Mexico (22%); Argen-
tina’s share would then be 10%.

%61n 1980, United States and Mexican records on the
flow of goods exported by Mexico to the United States
showed the following:

(Milltons of dollars)

Mexican exports to the United States . 9688
United States imports from Mexico 12774
Statistical discrepancy 3 086

See: International Monetary Fund, Direction of Trade
Yearbook, 1981.



EXPORTS OF LATIN AMERICAN MANUFACTURES TO THE CENTRES / Marlo Movarec 77

As mentioned earlier, in 1978 El Salvador,
Haiti and the Dominican Republic had a rela-
tively important role in the region because of
their exports of finished products through sub-
contracting or oftshore assembly arrangements.
In 1980, Haiti maintained its 2% participation
because of its exports of sporting articles (main-
ly baseballs sent to the United States); the
Dominican Republic increased its share trom
2% to 3%, while El Salvador’s share was re-
duced to half {1%) because of the aggravation
during the second half of 1980 of internal con-
flicts that affected offshore operations to such
an extent that they are probably paralysed by
now. The transnational corporations that used
to operate in El Salvador have probably moved
to other countries of the area, given their prac-
tice of moving about in order to enter into off-
shore assembly arrangements in countries
where unemployed labour can be hired at min-
imal wages.

With regard to the remaining Latin Amer-
ican countries, no significant changes are to be
observed with respect to their 1978 share in
exports of manufactures to the centres.

The percentage distribution by destina-
tion, after adjustment is made for offshore oper-
ations, is as follows: 54% to the United States,
35% to the EEC, 8% to Japan and 3% to Canada.
A comparison of these figures with the 1978
figures shows that the United States continues
to be the main buyer of Latin American man-
ufactures, although its percentage is some-
what lower. The EEC and Japan increased
their purchases, also slightly, while Canada
remained the same.

The goods showing a significantly higher
level of penetration are electrical machinery,
apparatus and appliances, and television

broadcast receivers. Mexico’s share is so high,
however, that its exports to the United States
alone amount to US$ 1 562 million, or 80% of
the value of the region’s exports of such goods.
As we have explained before, this figure in-
cludes a high proportion of overvaluation;
hence, the penetration level for those products,
nearly 4%, is not realistic.

With regard to the remaining manufactures
exported by the region, there were no signifi-
cant variations in 1980 with respect to the 1978
levels.

As regards exports of Latin American agro-
industrial goods to the centres, in 1980 they
amounted to US$ 1749 million, 16% hixher
than in 1978. The 1978 penetration level is
comparable to the 1980 level (7.2%).

During the latter year, the Latin American
supply of agroindustrial goods was more di-
versified, inasmuch as the participation of Ar-
gentina, Brazil and Mexico dropped to 80%.
This was mainly due to the drop in prices for
cotfee extracts and essences which, since it
brought about a drop in the value of coffee
exports with respect ta 1978, in turn brought
down the share of Brazil, the main coffec ex-
porter.

With respect to distribution according to
the buyer countries, in 1980 the order was the
same as in 1978, i.e., United States (34%), EEC
(39%), Canada (5%) and Japan (2%).

The 1980 data show that no significant
changes have occurred with respect to 1978
that would alter the analysis made in the pre-
ceding chapters. Indeed, they confirm the clear
trend towards concentration in Brazil, Mexico
and Argentina, of Latin American exports of
manufactures to the centres.



