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BAL/NCE OF PAYMINTS SITUATICN AND MCNETARY RESERVES
POSTTION (CO TINUED }

Mr. DEL CANTO (Internctional Monetary Fund: zcid that

the orgocpization which he represented found of porticuler

interest Chapter II of the Feonomic Survey of Lo Gaorica

4

[

(B/CN.12/291/Rev,1l), espceiclly the refersnces to the inadequcey
of Latin America's uoneturj regerves to neet fluetuations in the
balance of paymeats. Since the und wos the internationcl
orgenizaotion speeliolizing in vhose natters, it considered 1t
necessary to clorify the concept ox alioguate® reserves.

The termz "international Tiumicicl reservec® had been defined
to include those funds cvellable to a ecountry's nonetary
authorities, such as gold and conwvertible curreneies, which
could o used to cover peyneilts to other cowntries. It had been
ceilsidered important to differcnticte bhetweeir gross cnd net
reserves, the lctter varying according to the finaoiiecicl praoctices
ond domestie legisletion of cocech country. The term ‘tadogquate
nagnitude of reserves had boen dofined to mecn reserves which
were sufficient to cover povaents disequilibric and to avoid
the intensificction of rostrictions. Howsver, it had nolt been
poss=ible to eotcblish o nethemetiecl formula for dotermining
the cdequcey of reserves, though the following faectors were the
nost important debermincnts: the gensitivity of exports to
vorictions in supply and denwend, the rigidity of the doumestic
price strmucture, the cyeliczl chonge in the terms of trade
gonmnecrelial

policy, restrictions on copitel movenments cnd current

/.ccount trcnscetions,
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cccount treascctiouns, the extent to which ninimun reserve
rogulctions or inconvertibility restristed the utilizotion of
regserves, cnd the importonce given by monetary cuthorities to
sound nmoney policies corpered 10 the emphaosis ple =l on
meinteining certain levels of eccuomie cotivity. The rmulsiplici
of fcetors would seem to worzant direct consultation with the
authorities of ench counury concerning the cdequoey of their
roscrves; but the resulis of o survey conducted by the United
Nctions were quite disconeercing for it showed'that only three
countrios -- the Urited Stotes, Concds ond Switzerlend --
congsidcered their resevas ~degucte to oliset even norncl
fiuctuations in bulcnoos of vayente, whorons dv" opiisg
countrics considdrod thedy rosecrves inadcegunte
The Internctioncl Monetury Furd {IMF) Tfolt that eountries

rust ncke sone eflort to gucrd agninst sudden disloecations of
interncticnal 'rado without recoursc to drcstic restrictions
which could intensify rather than cmeliorcte cuiy depression.

The IMF could hardly cssun

@]

the respoasibility of »roviding the
;uads to cowiteract cay ;ise;uilibriﬁj, however prolonged, for
there weos o liﬂit”to the indebtoedncss WHLOM o cowntry could
coutraet. Iiv such o ense tho ersditor crnd highly industriclized

.

countries would heve to

4

ollow the proper domcsuic policies to
remedy the situatibﬁ.

The comparisoﬁ of the vclue or imports with the level of
_réserves could pfovidu 2 méuhs of Ho’“ufing tho cdequaey of

- /reserves. For
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reserves. Tor L.otin guerlco, the relcotion of roscorves to imports

-

cd risen from 39 per cent in 1828 to 55 per ceut in 1938,

=

=5
I =
Jy

f21ling Wbo only 37 Der cent in 1951. The novenetit had been

i

imiler 8to thot for the world os & whole, The Flgures used in

e ]

¢

¢}

the comperison excluded ILMF rosources, wihich were considercble.
These resources constituted ¢ scecond line of defence, cnd

in 1952, the IMF had begun o now policy of perniitting the use

of its resources through "stend-by" cgrecinents cven wher:s thero

wis doubt cs to the precisc definition of o w"tenporiry balconee

of paymehtn crigis.’ Uzder those Rgreomonté Member Cuuntries

could purchcse forcign currcicies in excess of ordincry drawing

rights for periods of siix nionthg, or even longer, ot one-quarter

per cent cormiission, which was holfl the rrite churged on ordinary

drawings on the IMF.

(¢

He eppreciated the opportuity to icke the cbove renarks
cnd emphasized, finclly, the close co-operation existing between
ECLA :nd the IM¥.

Mr., PINHEIRO (Brazil) coimcndel the correct caclysis

of Brozilts balence of peyrments fosition in the Eoonomic gurvey

for Lotin /merice (I/CN.12/891/Rev.l). While thot position hed

inproved, there hod not becen o recovery to tno 1944-405 level.
H J

The Governnent hod adopted o polley of enleculated risk in

fostering increcsed inporis of raw nctericls and on

pitel goods
which might be in short supply or ruight rige in price. The
balaonee of poynents hod beon burdened by severcl fuetors, suech
os the cequisition of whont ciid other goods from the dollar

orea; the
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cren; the Inercase in fugl comsunption; deficits in the transport

1=

cececount; the decline in experbts znd the fzll in prices of Lotin-
Anle _Llut,.l’l riw -lr-l.r 1"1 -L: A
The Brazilicn Govemscnt had tcken detion to renedy the

gituntion; cpart from sa@irifiging port of its nonetary reserv

("n

=¥
severe iuport restrictions hod been introduced, with resort to

short-teri loans, Furthermiore, o free rote hod been established
to attroet foreign ecpital cnd for certoin éxports to adjust the

gop between doiicgtic cnd dntem-tioncl prices. The effset of

those uensures hnd becong evident carly in 1952,

The trode bolence with Burope wis being restored by neons
of bilateral agrecnecnts. 'he ecoment in {the Survey on the

v

difficulty of obtnining short-ierir locas fron REurope should be

~

rodified, ce Iurope hod aécitied Brezill's inport surpluses,

knowing thct they oculd a0t be poid rfer in convertible curreney,
but with full confidenee in Brozil's future, Thefc.h&d, hOEeVurs
beernn no Interruptiocn in "lend-lecesc®™ or other debt cervicing.
CcntinuityAh&d been nointoined in developiieut projects, thonks
to long~tern locns rron eredit ingtitutions cnd fron private
Buropeon Lln;nci 12 bodies,

Mr, NORIEG. MORATRS (@Lﬁtcﬂulé) gcld thdt clthough his
country Gid not foresee mnuy belcance of peyments difficulties in
the innmedicte future, he aonsiﬁureu ﬁgaL the gener~l problenl of
the adegueey of monetory ressives nuritgd Turther detalled study.
It WOﬁl& bé 3sraoililv ggircbhble to formmulsote crwueri:‘
conpa tioWC both with developrment ond with eguilibrium,. It

. S - .

/doubtful whother
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doubtful whether any metheiicticdl uiccsurenent of cdequate
reserves could be formulcnted, but general eriteria for eveluation
would be extremely helpful, ond could tcke into congideration not
only nonetory tnd fiscol pelicy but econoniic poliecy directed
towcrds the inerecse of exports cud the expension of nultilatercl
trode.

He noted that the conclusions contained in doeiment
E/CN.12/299 were generclly optimistie as to the fecsibility of
cffecting 1u*bll“* ral corpensation between Lotin icrice ond
Iuropean oountrios. His Governnent-would favour tac prepoaration
of ¢ dettiled study, to be curried out by ECLa, IMF ond ZPU
experts, on the possibility off estublishing licison between the
Iuropean Poynents Union cnd the Latin-Aiwrican countrioes.

Mr. 2UBSAD.L (El Salvador) stated that his eountry he
njoyed & favourable belonce of payments for rony ye&rs,

principally owing to the low level of iriport demend. Theat

03}

ituction hed contributed grectly to doriestie inflotion beccuse
aliiogt vhe ontire cecuwiulction of foreign exehanze reserves was
nonetized., More rccently, export rcceipts hnd declined while
inports had risecu, so that the incrcecse in the nomey supply
betweenr 1231 cnd 1952 hcd been relcotively modercte.
Hevertheless, hils countiy was only now beginning to develop

policy for the retioncl use of resecrves.

Le]

Mr, ALCAZAR (Bolivia) considered thet o uiore detciled
end definite gtudy on rogioncl multileiteral compensaetiou should
pcy perticuler anttentlon to currency convertiblility. with

/refercnce to
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reference to receant trends in Bolivien trude, he called

cttention to the difficulties conceining prices cnd nwarkets for

L)
A

his country's cxports znd to the freezing of the fuuds held
cbrocd by certcin Doliviam orgonizations. His Govermnent would

espceciclly we; orle ony agreeacut with the sterling crec.

C

lir, PASTORT (Uruguay) requesited that in acecordonce
with the suggestion nade by his Government at Hovena, ECLA
should explore the fousibillity of 2 regionel nultilateral paynents
union, as well as the establishnent of relotions between the
rogion ond the Europeaon FPcyaents Union.

Mr. BARRETC (Peru) ngreed with the Urugunyrn
represeceintative that thg sccpa of the study should be brocdened,

ond suggested that it should toke into account relations. between

-

herdn ond ""Oft“ surreney countrios.

Ur. C.MPOS (Argentine) suggested that the European.
delegates Qight prepare a stutenent giving thelr views on the
study in question (I/CM.15/399).

thot further discusgsion

(0]

s

Mr., MEJTIA (Colombia) proposec
on the riatter be postponed to zllew delegates time to preparc
spegific 8 ;tcueats ond that the chr@tcriat night ncke a
stotement to foeilitate the discussion,

It was so ggFeed.

TERLS OF TRADE AMD IMPORT AND IXF¥ORT TRENDS

Mr. MENDIVE [Seerctorict) cbscrved thot @U“lmV reeont
yerrs the quentu of ILi.tin Jgieriec's exports hod not inereasecd,

end in 1952 hod setuclly been 7.5 per cent lower then in 1951,

/The deecline
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e cline was ccecounted for by lower cxports froa the
cgriculturcl countrics and had offseb the growth of ninercl
exports,

Mmong the supply fectors contributing to recent trends he
mentioned cdverse clinctic conditioits ond the inelcsticity of
supply of export products due both to their relatively lower
profitebility compared Wlth producstion for the domestic ncorket

cind teo agturcl fo

"J
(@)

+
5
H
0

On the denend side, eyclieal verictions
cnd the incoile elasticity of dewond in world nerkets for
foodstulfs ~nd row nctericls hed ~lso teanded to restiriet exports.
On the other hond, until 1952 the vurntwa of imports had
been nointoined ot high lovels due to tho recuperction of the
temis of trade cnd to the utilization of previously cccunulcted
rescrves, clthough not without Incurring in holcnee of paynents
difficulties, I spite of the high level of inports, however,
the pressurc of doncnd had not been relicved. The growing
demnnd for conswier geods inports could not be offset by the

.
U )

doilestic production of substitutos, cnd developiient necds hed
required grentel luports of row notericls cnd fuels.

Tho insufficicicy of copitel goods inports hed been nicrs
serious. The shore of these inports in the notLL for Lotin
Arerica hed cctuclly deelined bebween 1947-49 end 1951, clthough
there WbTL sonle proninent excenxtions in thieo cose of scversl
countriea.

In 1952 the terms of trode of the eroc hed deteriorcted
below the very Fovourcblec 1950-51 lavels, flEk ouPh they had

/still rencined
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1 reined chbove those foP 1948, Thot trond envuld have

6]
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es on the brl-onee of poviients of Letin-
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dgeericon coﬁnﬁrics.

Mr, NORIEGA MORALLS (Guotenals) stressed thoe serious
ncture of the stegnotion of Litin-gicricon exports aud the
deterior@tion in the temus of trecde in the foce of h:uwiug'
inport demend. lic exprndod on liis recorticndotion, nde in o
plencry neeting (E/CN 13/8R.47{V)), thot Letin-fiericon row
natericls should be subject t2 precter proressing before export.
Since rieny of the rogion's bosie cxports would lend thedsclves
to furthor processing, he suzzustéd thet the metter should be
studied in detail by 10LA.

e saw 1O Teasol why the greot industrisl centros should
Ooppose such a plen, singe it was o ‘nborbont way of providing:
the purchasing power neeessary to ebsord their exports. Ile
ciiphnsized thoet the ubiliﬁy-fo cbawrb such cxports wos grect in
view of tho.high propengity of the periphery countries to
consuwre cnd inport. Furthe Lﬁoro, the plon would ensc tensions
by helping to elinincte inequ:.lities between develodned and
under-developed countries.

The oxecution of the plen would have to be gradusl, to
cvold disloections in tho great industrial eenbtres ond to
1evelép'the faeilitics neeesscry for the elcborction of ruw
méteria 8% ‘The fihcueing of the pleor would cortcinly roguire

s

ceslstanee. ot government level, since expericence

I

interactions

e

hcd shown the sdngitédvity of privete investiient to eycliecl

fluctuctions. / ‘
My, BaRBRETO
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Mr. BuRRETO {Peru) roted the dependence of the region
on inports of ccpital goods, o fovourcble elincte should be
crected for foreign investilien ts in order to cugnent dorlestic
sources Of ccpltel cnd expoud exports.

Mr. MEJI: (Colombi:) expressed interest in the suggestion
put forwerd by the Gucteniclcocn representative. In the cuse of
his own country, 95 per cent of exports were in the hands of
donestic undertckings, but teehnicol problens honpered the
Turther processing of export rroducts. The clbterneative cpprooch
woes to inerecse tie rounge of exponrt productz., 4As on experinent,
his Government hod recently grunted profercnticl exchonge rates
to exporters of Various corriodities, to see whether such expprts
could later compete on Lhc wolld nierket. He enphasized that
noerkets had to be found before products were selccted for
stinulation of exports.

Colombia's tewm:s of trode were satisfecatory, clthough
future expoasion of coffec production could lead to the

deteriorction of prices through the cecuriulation of stocks, as

8]
w

h-d occurred in 1929-30.

The world situction was nlreody having cn cdverso ufféct
on sore Latiu-iericen norkets, ond wiforiunctely Latin- jﬁGIlCTﬂ
prosperity scciwed to coincide with periods of wor elsewhore.
Peace in Xore. would be folloved by ¢ period of readjustneint,
end it would be volushble if the Latin-giericen countries could
cet together to ensure thoat tho weight of readjustment would

sproporticonctely upon producers

A

not, cs in the pest, foll 4

of »rinary goods.

The neeting rosc ot 12,25 p.a.
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