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Notes and explanation of symbols
The foliowing symbols have been used in the rables in this Survey:

Three dors () indicate rhar data are nor available or are not separately reporred.

A dash (—} indicates that the amounts is nil or negligible.

A blank space in a table means chat the item tn questiun is not aplicable.

A minus sign (-) indicates a deficit or decrease, unless vtherwise indicared.

A full stop ¢.) is used ro indicare decimals.

A slash (/) indicates a crop year or fiscai year, e.g., 1969/1970,

Use of a hyphen (-) between years, e.g.. 1960-1970. signifies ap annual average for the calendar years involved, including
the beginning und the end years.

References o “tons” mean metric tons, and to “dollars”™ United Stares dollars, unless utherwise stated,

Unless utherwise stated, references to annual groweh rares or rates of vanation mean cumulative annual rates.
Figures and percentages in tables may noc necessarily add up to the corresponding totals, because of rounding.



Part one

TRENDS IN THE LATIN AMERICAN ECONOMY IN 1981

TRENDS IN THE LATIN AMERICAN ECONOMY IN 1981

Despite Latin America’s impressive growth since the end of World Warll, its development is still
strongly conditioned by events outside the region. Indeed, the trade and capital flows which tie it to
the industrialized countries have grown in relative importance since the oil crisis of 1973, so that it
is difficult for the region to deviate for long from basic trends in the international economy.

Yet, one of the most striking features of the 1970s was that the Latin American economies
—even the non-oil-exporting ones— proved able to mainrain vigorous growth despite the oil
price hikes of 1973 and 1979 and the centre’s subsequent recession in 1974/1975 and slowdown in
1980. Somehow the region seemed to be successfully defying its external conditioning. In 1981,
however, the force of external events was reaffirmed, and the Latin American economies were
brought into line once again, with growth decelerating sharply from 5.9% in 1980 to 1.7%, the
region’s slowest growth rate in 40 years, and not very much different from chat of the OECD
countries. Thus, in 1981 the evolution of the Latin American economies was again largely
governed by economic events and forces from outside the region and was therefore more closely
patterned vn the evolution of the centre, to which it is inexplicably tied. In view of this growing
interdependence, it seems appropriate to review briefly the major developments in the world
economy which, in 1981, conditioned more forcefully than ar any time in the recent past the
economic evolution of Larin America.

I. THE INTERNATIONAL SETTING
1. Main rrends

Four salient facts stand out in the evolution of the international economy in 1981: (a) the
continuved siow growth; {(b) the decline in the value of world trade for the first time in almost 25
years; (c) the extraordinarily high real rates of interesc: the highest since the Grear Depression;
and (d) the appreciation of over 10% in the US dollar. Each of these can be shown to be a
consequence, at least in the shore run, of the restrictive demand policies adopted in several of the
principal industrial countries, which gave top priority in 1981 to lowering the high, and scubbornly
persistent inflation besetting them. Taken together these features account for the pour perfor-
mance of the international economy in 1981. '

(a) The widespread slowdown of economic growth

The growth of world outpur decelerated once again in 1981, for the third consecutive year.
Preliminary estimates indicate that GDP grew by only 1.2%, a rate well below the 4-59%% averaged
over the last 20 years. Indeed, this was the second lowest growth rate since 1958, only the recession
of 1975 having affected production more adversely during the period.

Whac made 1981 parricularly serious, however, 1s that unlike what happened in 1974-1975,
when the recession especially affected the developed countries, in 1981 the slowdown was
widespread, affecting market as well as centrally planned economies, developed as well as



developing countries {(see table 1). Slow growth persisted in the market economies, but at a rate
above that of the recession of 1974-1975. The centrally planned economies, whose evolution had
heretofore been quite unrelated to that of cthe rest of the world, also experienced markedly low
growth. Yer the sharpest deceleration in 1981 took place precisely in the growth rates of the
developing countries. Queput acrually fell I0% in the capiral surplus developing countries,! though
this was largely the result of the war between Iraq and Iran. More significantly, growth in the
non-oil-exporting developing countries slowed from an average of over 4% in 1979/1980 toonly a
over 1% in 1981, implying a sizeable fall in per capita income. Only the developing countries of
South and East Asia deviated from these trends, registering a remarkable growth rate of over 6%
which far outdistanced not only other developing regions but the developed economies as well (see
table 2).
Table 1

WORLD: GROSS DOMESTIC PRODUCT
{Growth rates)

1971-  1976- a

1973 1978 1974 1975 1979 1980 1981

World 5.3 4.8 2.0 0.6 3.8 2.1 1.2
Developed market economlesb 5.0 4.4 0.2 -1.2 3.7 1.5 1.2
Developing countries” 6.2 5.3 5.8 3.6 44 29 0.6
Capital surplus countries” 4.3 4.0 -74 -10.1
Other energy exporters : 5.9 6.5 6.7 5.4
Energy importers 5.4 4.3 4.1 1.4
Centrally planned economies’ 6.6 5.5 6.3 5.4 3. 3.5 1.9

Source: United Nacions Deparcment of [nternational Economic and Social Affairs, on the basis of official narional and
international sources.

Prellmlnary figures.
*Norch America, southern and western Europe (excluding Cyprus, Marta and Yugoslavia), Australia, Japan, New Zealand

and Soeuth Africa,
‘Latin America and the Caribbean acea, Africa {ather than Souch Africa}, Asia (excluding Japan) and Cyprus, Malta and

Yugoslavla
“Brunei, [ran, Iraq, Kuwait, Libyan Arah Jamahiriya, Qatar, Saudi Arabia and United Arab Emirates.

“Data measured by net material product concept Countries comprise China, Eastern Europe and Union of Soviet Socialist
Republics.

Table 2

GROSS DOMESTIC PRODUCT OF DEVELOPING COUNTRIES
{Growth rates)

1976- a

1978 1979 1980 1981
Africa 6.0 6.0 4.7 14
South and East Asia 6.8 3.1 4.8 63
Western Asia 28 1.5 -6.3 7.9
Western Hemisphere 5.0 6.5 59 1.2
Memorandum items:
Energy exporter 5.0 4.7 14 -0.5
Energy importers 5.4 4.2 4.1 1.4

Source: United Nations, Department of International Economic and social Affairs, on the basis of official nationai and
international sources, and CEPAL, on the basis of official figures.
?Preliminary figures.

"Brunei, Iran, [raq, Kuwait, Jamahiriya Arab Libya, Qatar, South Arabia and the United Arab Emirates,



(b) The decline in world trade

World trade, which had been playing a dynamic role in growth over the previous 30 years by
expanding at a significantly faster rate than overall vutput, actually declined by 19% in 1981. This
was the first such decline in the current value of trade since 1958, and marked an especially sharp
decelerarion from the previous rwo years” growth rates of over 20% per year. As in the case of the
slower GDP growth, the deceleration of trade was also general, though the value of the developing
countries’ trade, and especiaily that of the non-oil-exporting developing economies did neverthe-
less manage 10 expand (see table 3).

Table 3
WORLD: MERCHANDISE TRADE BY AREAS®

Trade
Exports FOB Impores CIF balance
Billions Annual rates Billions Annual rates Billions
of dollars of change of dollars of change of dollars
1980 19817 1979 1980 1981° 1980 1981° 1979 1980 1981° 1980 198t"
World 2021 1998 25 2 -1 2087 2074 25 21 -1
Industrialized
P 1233 1215 22 18 -1 1382 1315 28 20 -5 -149 -100
OPEC’ 96 270 45 39 9 135 153 7 3% 15 161 115
Other developing
countries 271 293 27 25 8 350 374 25 26 7 79 -81
Centrally planned ,
e i 176 179 21 17 2 173 178 15 15 3 3o

Source: GATT, Press Release N2 1313, 23 March 1982, and IMF, International Financial Statistics, (several issues),
“Figures for 1981 are based on incomplete returns and are subject to revision.

] . - - . .
The trade balance for the world does not add up to zero, as it should, because of errors and omissions in the different
aceounts,

* Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libyan Arab Jamahiriya, Nigetia, Qatar, Saudi Arabia, United
Arab Emirates and Venezuela.
YFOB.

The decline in world trade reflected the stagnation in the volume of exports (down from
1.5% in 1980) and a decline in the dollar value of most export items, with the notable exception of
oil. The slowdown in the volume of trade was mainly due to the large (149 ) drop in the volume of
petroleum exports, which, coming after an earlier decline of 12% in 1980, left the quantum of
petroleum exports at its lowest level since 1970. The pronounced downturn in the rate of growth
of economic activity in the industrialized countries, coupled with the progressive spread of
conservation measures after the second oil price hike, were the main causes of this reduction in the
volume of oil exports. [f crude oil is excluded, however, the volume of world trade grew by 2.5% in
1981, although this was scill markedly lower than the 4.5% increase in 1980.

As for export prices, a combined index for the basic commodities {except petroleum)
exported by developing countries registered a decline of nearly 16%, as against increases of the
order of 15% in each of the previous two years (see table 4). Moreover, this decline was quite
general, covering all basic commodities. Indeed, even the prices of the manufactured exports of
developed countries decreased, by some 5%,

This generalized decline in export prices (except those of petroleum, which increased by
10-15% in 1981), was largely due to the 13% appreciation of the US dollar against the world's
major currencies. This meant that in the main it was the terms of trade only of the oll-exporting
countries and of the United States which improved in the course of 1981. The terms of trade of the
rest of the world declined, especially those of the non-oil-exporting developing countries, which



Table 4

DEVELOPING COUNTRIES: MARKET PRICES OF PRINCIPAL
COMMODITY EXPORTS”

(Annual rates of change)

1970-

1977 1978 1979 1980 1981
Food and tropical beverages 19.3 -18.1 87 21.2 -197
Vegetable oilseeds and oils 103 103 15.6 -14.9 -3.2
Agricultural raw materials 12.9 11.7 226 11.2 -13.0
Minerals, ores and metals 6.4 6.7 288 133 -12.3
Combined index’ 14.4 -6.7 153 14.8 -15.6

Source: UNCTAD, Monthly Commodity Price Bulletin, vol. 1I, N2 1, January 1982, and CEPAL calculations.
“Free marker prices (excluding saies under long-term contracts or at preferential prices), in current dollars.

"Weighted according to the relative importance of each group in che value of exports of developing countries in 1973-
1977.

fell by 10-15% in 1981, This decline in the terms of trade of the non-oil-exporting developing
economies was comparable in severity only to that expenienced in 1974-1975 (see figure 1).

Nevertheless, the export volume of all but the OPEC countries increased in 1981 by 2.5% in
the case of the developed countries and 3-4% in that of the non-oil-exporting developing
countries, with Latin America proving especiailly dynamic under the circumstances. This was in
marked contrast to the experience of 1974-1975, when not only did the terms of trade of the
non-oil-exporting countries worsen but the quantum of cheir exports stagnated or declined too.
Thus, unlike 1974-1973, the severity of the sharp decline in export prices in 1981 was attenuated
by this expansion in the volume of the non-petroleum exporrs.

{c) High real interest rates

In 1981 real interest rates in international markets (LIBOR) reached unprecedented levels, of
the prder of 6% on average for the year. It is true that nominal interest rates had been creeping up
systematicaily over the last years and had consistently exceeded 10%% since 1979 (see table $), but

Table 5

NOMINAL INTEREST RATES IN SELECTED INDUSTRIALIZED
COUNTRIES AND LIBOR

{Annual averages)

1973 1974 1975 1976 1977 1978 1979 1980 1981

Federal Republic of 102 89 44 39 41 34 49 91 113

Germany®

France® 89 129 7.9 8.6 0.1 8.0 50 119 153
Japan® 72 125 107 7.0 5.7 4.4 59 109 74
United Kingdom” 93 114 102 1.1 77 85 130 151 130
United States’ 87 105 58 51 S5 79 112 134 164
LIBORY 92 110 70 56 60 87 120 144 170

Source: IMF, International Financial Statistics, (various issues).
:Call money rare.
Treasury funds rate.
“Federal funds rate,
?London Eurodollar rate for tree-month depusits.



Figure 1
TERMS OF TRADE OF NON-GIL DEVELOPING COUNTRIES
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then so had the rate of inflation. Thus, in real terms the interest rate had not been above 1-2% per
year during the decade, and indeed, in several of these years it had been zero or negative. [n 1981,
however, because of the general pursuit in the major industrial countries of restrictive policies
aimed ac decelerating price increases, the rate of inflationbegan to decelerate, from 12.99% in 1980
to 10.8% in 1981 (see table 6), whereas LIBOR continued to rise, from 14.4% in 1980 to 17% in
1981. These opposite trends of nominal interest rates and inflation thereby raised real interest
rates to double their historical average: a level not experienced in the countries of the OECD
(suggestively enough) since the Grear Depression.

Table 6
INDUSTRIALIZED COUNTRIES: CONSUMER PRICES

(Percentage annual average changes)

1962- 1976- 1979 1980 1981°

1972 1978 1973 1974 1975

Total OECD 3.7 8.5 9.8 12.5 10.8
7.8° 13.4° 1.3°

Federal Republic of Germany 3.2 3.6 4.1 5.5 6.9
69° 7.0° 6.0°

France 44 94 10 8 13.6 139
7.3% 13.7° 11.8*

Japan 5.8 7.0 3.6b 8. 0 3. 9

11.7 24.5° 11.8°

Unitd Kingdom 49 135 13.4 18.0 11.4
02° 16.0° 24.2¢

United Stares 31 6.7 11. 3 13.5 11.0
62" 11.0° 9.1°

Source: OECD, Economic Qudook, N2 30, December, 1981,
Prehmmary figures.
Correspond to the years 1973, 1974 and 1975.

The unintentional consequences of these stabilization policies and the resulting high interest
rates were stagnation in the cencral countries, espectally in sectors parricularly sensitive to the
interest rate such as construction and consumer durables, and a consequent slowdown in the
centre's demand for the developing countries’ exports. These high interest rates hurt the develop-
ing countries in three other ways as well; however: (1) the industrial countries’ desire to maintain
large commodity inveatories diminished because of the hlgh interest rates and the decline of
inflationary expectations, thus further depressing the prices and volumes of the periphery's
exports, especially those (such as lead, copper and rubber} which are important inputs to the
interest-sensitive depreessed sectors of the centre; (2) greater nec capical inflows to the periphery
were discouraged; and (3) interest charges on past debt incurred at variable interest rates increased
substantially.

Given that in 1981 the developing countries’ indebtedness (excluswe of short-run debt) was
of the order of US$ 500 billion {see table 7) and interest payments alone equalled some 809 of
their overall trade deficit, it is clear that the developing countries’ balance of payments was quite
sensitive to interest race increases. Furthermore, this is all the more serious when, as in 1981, the
price of their exports not only did not rise in step with world inflation, but actually declined. Thus,
in sharp contrast with 1974-197%, when the terms of trade of the non-oil-exporting developing



Table 7

DEVELOPING COUNTRIES: MEDIUM-AND LONG-TERM
DEBT SERVICE PAYMENTS®

(Billions of dollars)

1973 1975 1976 1977 1978 1979 1980  1981°

Interest payments 5.2 9.0 100 123 17.2 242 34.0 48
Official sources 1.7 2.4 28 36 4.5 5.1 6.2 7
Private sources 3.5 6.6 7.2 87 12.7 19.1 278 41

Amortization payments 12.2 16.8 19.3 253 37.4 440 44.5
Official sources 28 35 3.7 44 5.2 0.4 79
Private sources 94 13.3 15.6 209 32.2 376 36.6

Debt service payments 17.4 258 293 37.6 54.6 68.2 78.5
Official sources 4.5 5.9 6.5 80 9.7 115 14.1
Private sources 129 19.9 228 26 449 36.7 64.4

Memaorandum irems:
Disbursed oucstanding debt  117.7 1747  212.0 2627 3274 3728 4261 520
Official soutces 55.7 76.2 884 104.7 124.0 137.1 156.7
Private sources 620 979 1236 1580 2034 2357 2694

Source: World Bank, World Debt Tables, December 1981.

“Figures include the public and stace-guaranteed debt of 98 developing economies {Afghanistan, Iran and Iraq are
excluded), plus estimates of private non-guaranteed debt. No data for the People's Republic of China are abailable, but
data for Taiwan are included.

®CEPAL, estimate on the basis of the net capital flow in 1981 over 1980, shown in table 11.

nations fell bur real interest rates were [ow or negative, in 1981 the decline in the terms of trade
was exacerbated by the surge in real interest rates.

(d) The appreciation of the dollar

From its low in the third quarter of 1980 to its peak 10 the third quarter of 1981, the US dollar
appreciated almost 219 (see figure 2). This represented an average appreciation of 12.6% for the
whole of 1981 in respect of 1980 against a weighted composite of the 17 majot currencies of the
world, Thus 1981 saw a dramatic reversal of the previous 10 years’ steady depreciation of the
dollar, whose value had eroded by over 209% since 1970. This sharp strengthening of the US dollar
reflected not so much a sudden improvement in che current account surplus of che United States as
the sharp rise in nominal (and real) United States interest rates registered as of mid-1980 (see
figure 3). These rates were above those of all other major currencies not only in nominal terms but
also after taking into account che likely differences in chetr inflation rates for the forchcoming year.
Consequently, che high interest rates resulting from the United States’ relacively tight monetary
policy strongly atcracred short-rerm capiral and raised che value of the dollar.

A 13% appreciation of the US dollar should have led to a significant increase in the quantum
of that country's imports, given the increased competitiveness of foreign goods this implied. This
would have served to compensate, at least in part, for the negative effect on the prices of the
periphery's exports caused by the dollar appreciation. Unfortunately, the same high intecest rates
which caused the doliar to appreciate slowed down the United States economy as of the second
quarter of 1981, so that any increasé in the quantum of imports induced by the lower prices of the
periphery's exports was largely offset by the reduced demand for impores due to the recession.



Figure 2

EFFECTIVE EXCHANGE RATES2
Index (1975 = 100)
160 |=
150 e
140

130 b N

Deutsche Mark

"'\-\ "- --n.‘.
\"""-..,___I’
110 /\ US. Dollar
e / ~
g
%
100 |— gy i
~ / ~

. \Pound Sterling

. -

90

80 P

70 -
,l11||lt||||1|Jl||1|1|_|_l|l
JFMAMIJ J AS ONDJ FMAM J JASOND

~ N
1980 1981

Source: IMF, International Financial Statistics (various issues).
alndices calculated by combining the exchange rate of the currency in question with those
of 17 other major currencies, using weights derived from the IMF model (MERM).



Figure 3

COMMERCIAL BANK LENDING RATES TO PRIME BORROWERS IN SELECTED
INDUSTRIALIZED COUNTRIES AND LIBOR
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2. Stabilization policies and the slowdown of the world economy

The widespread emphasis placed on price stabilization policies, notably in several of the major
industrial countries, bur in many of the developing counrtries as well, accounted in no small
measure for the poor performance of the world economy in 1981, To be sure, stabilization policies
were only une of several determinants of this slowdown. Since stagnation, unwanted however, all
100 frequently accompanies stabilizarion policies, it would have been very surprising if a wides-
pread move towards restrictive policies had not led to a slowdown, if not a downturn, in the world
econemy. It is therefore worth considering why the fight against inflation came to acquire top
priority in many countries’ policies.

The monetary policy followed by the Uniced Startes in the late 1960s, designed to cover that
country's excessive deficits; by consequently expanding money supply well beyond the center’s
needs of dollar reserves, finally led o the abandonment of the fixed dollar pariry wirth gold and a
movement away from the dollar towards other currencies and goods, resulting in the depreciation
of the-dollar {throughout the 1970s) and the commodity boom of 1972-1973, This sequence of
events together with the quadrupling of oil prices late in 1973, raised the rate of inflation
throughourt the world, and most notabley in the OECD countries, to double digit levels (see table 6).
Had the surge in inflation been a once and for all phenomenon, it would not have been as serious.
The problem, however, was its persistence. Five years after the firts hike in oil prices, inflation in
the industrial countries had not yet been brought down under 7%, thus leaving it at almost double
the rate which prevailed during the 1960s. The face that inflation persisted at such high levels in
spite of the important recession experienced by the OECD countries in 1974-1975 made the
sicuation all the more distressing (see table 8). Another puzzling feature was that although by
1978 the OECD economies had largely recovered their former dynamism, unemployment rates
were proving difficult co budge and hovered around 3%, well above their typical pre-recession
levels (see table 9).

Table 8
OECD: GROSS DOMESTIC PRODUCT

(Growth rates)

1962- 1976G- 1979 1980 19817

1972 1978 1973 1974 1975

Total OECD 5.0 4.1 3.3 61.2 61.3
6.1° 0.9 0.4

Federal Republic of (GGermany” 4.4 38 4.5 61.8 -1.0
49 0.5 1.8

France 5.6 4.0 33 1.2 0.5
5.4 3.2% 0.2°

Japan® 9.6 5.2 5.9 64.2 63.8
g8 -1.0° 2.3

United Kingdom 2.7 27 1.5 -1.8 -2.0
. 7.5 -1.0° 0.6°

United States’ 4.2 5.1 23 -0.2 1.8
5.4° 0.6 09

Source: QECD, Economic Outlook, N9, December, 1981,
“Preliminary figures.

*Correspond to the years 1973, 1974 and 1975.

‘Gross National Product.
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Table 9
UNEMPLOYMENT IN SELECTED OECD COUNTRIES

{Percentage rates)

1979 1980 1981°

1970-1972 1976-1978 1973 1974 1975

Federal Republic of Germany 08 3.6 3.2 3.4 5.0
0.9° 16 3.7

France 2.6 4.8 3.9 6.3 75
2.6 28" 41°

Japan 1.2 21 21 20 23
1.3° 1.4 19

United Kingdom 3.6 5.9 5.8 70 105
. 3.0° 2.9 3.9°

United States 5.3 6.7 5.7 7.2 7.5
47 5.4" 8.3

Seven major councries’ 36 5.3 49 5.7 6.5
34° 3.7 5.4°

Source: OECD, Economic Oudook, N© 30, December, 1981,
“Preliminary figures.

*Correspond to the years 1973, 1974 and 1975,

“Iraly and Canada are added to the countries mentioned above.

Then in 1979, even before the second il price hike, inflation began 1o accelerate in the OECD,
reaching a rate of almost 109 in 1979 and, after the doubling of oil prices, almost 13% in 1980.
The fear that high inflation expectations were becoming permanently built into the OECD
economies and so could make stabilization policies ever more costly to pursue led several councries
to give the fight against inflation their top priority, notwithstanding che unusually high rates of
unemployment then present. Whart is perhaps equally significane s that priorities shifted notonly
towards stabilization policies, but towards monetary instruments in particular. Especially in the
United Kingdom and later in the United States, reliance was placed on restrictive monetary
policies as the principal, if not the sole, stabilization instrument.

Exclusive reliance on restrictive monetary policies regardless of the effect on interest rates
—the announced intention of the US Federal Reserve Bank as of late 1979-— meant that interest
rates would rise sharply and be more volatile, as indeed was the case throughtour 1980 and 1981.
This in turn meant that the brunc of the deceleracion in nominal demand would be borne in the
first instance by sectors sensitive to interest rates, such as consumer durables and construction,
rather than by the economy as a whole. This, together with the disregard of instruments such as
income and fiscal policies for guiding expectations and/or spreading the burden of reduced
expenditure more widely, made it all the more likely that much of the effect of the stabilization
policy would fall on cutpur rather than on prices.

It is true that restrictive monetary growth did succeed in slowing inflation, from 12.9% in
1980 o 10.8% in 1981. Burt not surprisingly —given the almost exclusive reliance on this one
instrument—— success was achieved at the cost of stagnation or recession in most of the OECD
countries, with growth deceleration from 3.3% in 1979 to little over 1% in both 1980 and 1981
(see table 8). A further result was that unemployment rose to 6.5%: almost double its historical
rate and higher than that which prevailed in the recession of 1974-1975. Even countries such as
France and Germany, typically characterized by very low unemployment, ceached rates of over 5%
in 1981.

Thus, while inflation was clearly continuing to give way in several of the OECD countries,
espectally the United Kingdom, the United States and fapan, outpur was virtually stagnant in
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1981, with hopes for recovery limited so long as real interest rates remained high. How these could
be brought down became the subject of much public debate: whether there should be a less
restrictive monetary policy, or a smaller United States public deficit, or less volatility in monetary
expansion. All schools of thought, however, concurred that recovery would be stymied unless
interest rates came down, but these remained high, notwithstanding the significantly lower rates
of inflation universally forecast for 1982. The contrasting proposals put forward refiected the
quandary in which policymakers found themselves, all of which raised the extra premium to cover
the uncerrainty which characterized the market ar chis time, and which did liccle to overcome the
inertia bogging down the economy.

3. The developing countries

The developing economies today no longer merely respond to, or simply reflect, events in the
developed world. This is certainly the case of the vil-exporting countries, but to a greater or lesser
extent it is true of other developing countries as well. As nored earlier, on the positive side, the
developing regions of Sourh and East Asia grew rapidly in 1980 and [981. On the negative side,
there were ather cases where internal events weighed far more heavily: countries at war (fran and
Iraq) or enduring serious civil strife (e.g. Afghanistan and E| Salvador); or countries racked by
their own peculiar disequilibria (e.g. the struggle of Brazil and Argentina against mple -digit
inflation). Yet, on balance, the evolution of most non-vil-exporting developing nations was
heavily conditioned by the sluggish performance of the central economies.

In particular, it was the stagnation induced by the stabilization policies of the central countries
which largely accounted for the principal events shaping the performance of the developing
economies in 1981, The centre’s stagnation slowed down the rise in the value of the periphery’s
non-oil exports to 8% in 1981 down from 23% or more in 1979 and 1980 (see tabie 3). Since the
periphery’s imports grew quite strongly and, even more importantly, interest payments ballconed,
the current account deficit of the non-oil-exporting councries grew dramatically for the fourth
consecurive year, ropping US$ 100 billion in 1981, or the equivalent of vver 30% of their
merchandise exports (see table 10). The combination of relatively sluggish demand in the centre,
high interest rates and the appreciation of the doliar resulted in a sharp decline in the prices of the
periphery’s main exports. It is true that the dollar prices of European export mamufactures also
declined, but this drop was less sharp, so thar the non-oil-exporting countries suffered a deteriora-
tion of their terms of rrade of the order of 10-153%:. Thus, the growth in the gross domestic product
of the non-oil-exparting countries, once adjusted for the deterioration in their terms of trade, must

Table 10
BALANCE OF PAYMENTS CURRENT ACCOUNT SITUATIONS®

(Millions of dollars)

1973 1974 1973 1976 1977 1978 1979 1980 1981

Total® 148 169 63 57 -32 56 17 -167 -37.0
Industrialized countries 19.7 -138 17.7 223 5.7 304 93 461 -4.0
Oil-exporting developing 66 678 350 400 308 29 698 1150 689
CoOUncries -

Non-oif exporting developing LS 370 464 320 -283 -389 -SB8 -856 -102.0
countries

Source: IMF, on the basis of official figures.

On goods, services and private transfers.
"lncludes errors, omissions and balance of listed groups with ocher countries mainly centrally-planned economies.
“Excludes dara for the People’s Republic of China prior to 1977.
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actually have been negative in 1981, Moreover, complicaring matters further, the burden af
servicing the developing countries’ debt rose sharply in 1981 due to both higher levels of
indebredness and the marked rise in real interest ratces,

Even though it is tempting to ascribe the developing countries’ murked deceleration in
growth in 1981 to the stagnation in the central councries, the detertoration in the terms of trade
and the rise in interest rates. this argument is not fully convincing, for however sluggish the
centre’s economic activity was tn 1980-1981, it nevertheless did expand. und certainly fur more
than during the recession of 1974-1973, when its vutput acrually fell. Yer in the face ot chat
recession, the developing countries grew by nearly 6% and 49 in those 1wo years, well above their
1981 growth of 0.6% or even the 1.4% growth rate of the non-oil-exporting developing
economies (see table 1).

Nor was the deterioration in the terms of trade of the periphery in 81 unique, for it had
been equaily strong in 1975 (see figure 1). True, real interest rates to the developing councries
were low or negative in 1974-1975 whereas in 1981 they were quite high. Yet this latter effect
should have been compensarted by the fact that the quantum of the non-omil-exporting countries’
exports grew significancly in 1981, whereas it actually fell in 1974-1975.

There would seem to be three critical variables which explain how the developing countries
—even the non-otl-exporting ones— were able to maintain acceprable growth rates in 1974 and
1975 despite the deterioration of the central economies, whereas in 1981 their economies
stagnated notwithstanding the less depressed conditions besetting the centre.

In the first place, and most importantly, capital tlows to cthe periphery were relatively
stronger after the o1l price hike of 1973 than afrer 1979, Though the current account deficic of the
non-oil-exporting developing countries increased by a substantial 75%% between 1979 and 1981,
this was far less than the quadrupling in the current account deficic which ook place between 1973
and 1975, financed almost in its entirety, in both instances, by external capiral {see table 11). Put
differently, net capital flows to the periphery (approximately measured by the current accounc
deficit) reached 31 %% of the value of their expures in 1981, well below the 41%: reached in 1975,
What is more, this ratio of capital inflows to exports increased by only 7 percentage points from
1979 to 1981, whereas it increased by 27 percentage points in {973-1975 (from 149 in 1973 w

Table 11

NON-OIL DEVELOPING COUNTRIES: CURRENT ACCOUNT
DEFICIT AND ITS FINANCING

1973 1974 1975 1976 1977 1978 1979 1980 19817

Currentaccount deficit

a) Billions of dollars 115 371 464 320 283 389 588 850 1020
b) As percentage of exporrs’ 140 320 410 240 170 210 240 280 3L0

Source of financing

(Billions of dollars)

a) Ner capitai flows 214 385 439 4435 404 547 689 868 970
by Net borrowing’ 11.0 257 320 326 258 394 474 662

¢) Netdirect investment and others” 104 12.8 11.9 11.9 14.6 [5.3 215 206

d) Reduction of reserve assers 5
(- increase) -99 -l.4 25 -123  -12.0 -15.8  -10.1 -1.2 5.0

Source: IMF, on the basis of official figures, and GATT, Press Release N2 1313, 23 March 1982,

“Peeliminary figures.
Exports are taken from IMF, International Financial Statistics, various issues. These figures are generally larger than
those given by GATT, so that there may be divergences with respect to table 3. The series is comparable uver time,
however, which is what matters most in this case.

“Inctudes residual errors and umissions.

“Includes ner unrequited transfers, SDR allocations, valuation adjustments, and monerizasion of gold.
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41% in 1975), Thus the veluminous capital flows made available 1o the developing countries in
1974-1975 provided them with the wherewithal to sustain expansive domestic product policies in
the face of a deteriorating excernal situation and won them time tll ctheir exporrs could grow to
close the gap. After 1979, similar capital flows were harder ro come by for two reasons:

(1) The level of the non-vil-exporting developing countries’ foretgn debt (especially of che
middle-income ones with greater access to privare capiral} was much higher. Consequently,
interest payments —especially those arising from the fast-growing variable interest loans from
private sources— expanded very rapidly (see table 7) and so raised the perceived risk for lenders,
discouraging sharp increments in credit availability;

{2) On the debtor’s side, high inrerest rates served to discourage further borrowing. Thus,
capital was far less freely available in 1981 to help developing econcmies tide over the poor
international situation, and many developing countries were therefore obliged to pursue restric-
tive policies of their own, rather than expansive ones as in 1974-1975, in order to adjust to external
disequilibria. '

Secondly, the expansive policies pursued by many developing nations in the face of the
deteriorating external situation in 1974-1975 sustained growth, but at the cost of much higher
inflation. Thus, by 1979 rates of inflation in many non-oil-exporting developing areas averaged
nearly 2599, easily three times their pre-1973 levels (see table 12). The second ol price hike of
1979 exacerbated inflation further, so that by 1980 many developing countries faced disequilibria
on both the external front (balance of payments restrictions) as well as internally (rampant
inflation). Thus there was far less scope for expansive policies to cope with external disequilibria
in 1980-1981 than in 1974-1975. Indeed, several developing countries had little choice in 1981 but
to pursue restrictive policies lest inflation ger completely out of hand. Such policies barely
managed to hold inflacion at its 1980 levels, so that it is 10 be feared that further emphasis will need
be given to price seabilization policies in many developing countries, suggesting chat strong
economic growth is sill off in the future.

Table 12
DEVELOPING COUNTRIES: CONSUMER PRICES

{Percentage annual average changes})

1980 1981
1979 1980 12 months 12 months
to Sept. to Sept.

1971-  1973-  1976-
1972 197% 1978

Oil-exporting developing 52 142 134 104 141 147 130
countries

Non—of] exporrting developing 974 26.0 245 32.0 16.8 36.6
COUnIres

Africa’ 48 15.2 17.0 17.5 16.4 16.2 211
Asia® 6.6 17.2 4.2 6.1 11.1 13.0
Europe’ 9.6 16.7 199 332 50.4 47.4 314
Middle East* 6.0 16.8 208 311 53.4 54.9 432
Western Hemisphere' 19.4 40.0 47.6 46.8 55.4 55.2 66.3

Source: IMF, International Financial Scatistics, (various issues).

“Comprise Algeria, indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Saudi Arabia and Venezuela.

*Camervon, Ethiopia, Gabon, Ghana, fvoty Coast, Kenya, Madagascar. Morocco, Senegal, South Africa, Sudan, Tanzaaia,
Tunisia, Saire and Zambia.

‘Bangladesh, Burma, People's Republic of China, India, the Republic of Korea. Malaysia, Pakistan, Philippines, Singapore,
Sri Lanka and Thailand.

“Greece, Portugal, Romania, Turkey and Yugosiavia.

‘Egypr, Israel, Jordan, Syrian Arab Republic and Yemen Arab Repubtic.
Argentina, Bolivia, Brazl, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Jamaica;
Mexico, Nicaragua, Peru, Trinidad and Tobago and Uruguay.
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Finally, While the deterioration in the terms of trade of the non-vil-exporting developing
economies in 1981 was no worse than in 1973, still 1981 marked che fourth such fall in a row.
representing a decline of over 20% since 1977 (see figure 1).

In conrrast, the decline in the terms of trade was only the second consecutive fall and it came
after the commodity boom of 1972-1973, Moreover, even at their lowest the terms of trade in 1975
were still 1195 abave their 1981 level. Thus, 1981 must be distinguished from the 1974-1973
experience in both the severity and the duracion of the worsened terms of rrade.

The convergence of these three sets of forces in one year —considerably less abundanc capital
flows, the greater need to pursue domestic anti-inflationary policies, and the severity and duration
of the worsened terms of trade— would seem tw explain why developing countries’ growth was
much more severely hampered by the stagnation of the central countries in 1981 than it had been
by the centre's harsher recession of 1974-1975.

II. MAIN TRENDS

Because of the deterioration in the terms of trade and che sharp increase in the service ot the
external debt, as well as che restrictive policies applied by many countries to reduce the external
disequilibrium and the severity of inflationary processes, the evoiution of the Latin American
economy was much more negative in 1981 than in previous years.

Thus, the economic growth rate, which during the period 1979-1980 had averaged vver 6%%
and had even surpassed the growch rates of the industrialized countries, the centrally planned
economies and all the other main regions of the developing world, dropped to only [.7% in 1981.
This was the lowest rate recorded for Latin America over the entire postwar period; in addition,
the per capita product declined slightly in 1981, a phenomenon which had not occurred in any of
the preceding 21 years.

As a result of this slowdown, and especially because of the stagnation of the manufacturing
industry and the decline, for the second vear in a row, of construction activity, the unemployment
rate rose from 5.9% in 1980 to 6.3 % in the main urban centres of the region, thus interrupting the
steady reduction of the unemployment rate which had been taking place since 1976.2

Despite the loss of vigour of the economy and the rise of unempioyment, and also despite the
reduction of exrernal inflationary pressures, during 1981 the high rate of increase in consumer
prices of the two preceding years was maintained (see table 13 and figure 4).

In che external sector, there was a marked reduction in the rate of increase of the value of
exports and importts after the extraordinary growth of the two preceding years, when the value of
Larin American foreign trade rose by almost 70%.

The decline in the rate of increase of the value of exports of goods, from almost 30%% in 1980
t 7% in 1981, was entirely due, however, to the dramatic change which took place in the unit value
of exported goods. In effect, after rising by around 23% in 1980, it dropped by almost 3% in 1981,
primarily as a resulr of the overall drop in prices of the maincommodities exported by the region.
On the other hand, the voiume of external sales of goods expanded at the exceptional rate of 104,
thanks especially to the remarkable growrth of such sales in the non-vil-exporting countries, which
managed to increase the volume of their exports by 12.5%. This performance was particularly
commendable considering that, as a result of the recession affecting the industrialized countries
and the resurgence in many of them of protectionist practices, the volume of world trade did not
change during 1981, whereas the value declined slightly. Consequently, in 1981, Latin America

These rates refer to the weighted average of the unemploymenc rates of the four main cities of Argentina and
Colombia, the six lurgest cities of Brazil, the three largest cities of Mexico. and the capitals of Costa Rice, Chiie, Paraguuy
and Uruguay, If the Brazilian cities on which nnemployment statisccs are available only as from 1980 are excluded, che
level of and the increase in unemployment rates will be lower.
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Table 13
LATIN AMERICA: MAIN ECONOMIC INDICATORS”

1972 1973 1974 1975 1976 1977 1978 1979 1980 1981°

Basic economic indicators
Domestic product ar market

prices (billions of dollars at 219 237 234 264 278 292 307 327 346 351
1970 prices) )

Population (millions) 280 288 205 303 311 319 327 335 343 352
Per capita gross domestic product 782 825 861 871 896 915 939 975 L008 998

{(dollars at 1970 prices)

Growth rates
Short-term economic indicators

Gross domestic product 70 83 70 38 354 48 51 65 59 1.7
Per capita gross domestic product 43 56 43 12 28 22 23 39 33 -10
Utban unemployment rate” . 77 74 68 60 5.7 39

] 590 65°
Consumer prices’ 209 363 400 576 615 404 382 538 562 572
Terrns of trade (goods and services) 22109 142 -105 26 28 76 S50 53 -5l

Current value of exports of goods
and services
Current value of imports of goods
and services

155 389 521 -48 137 176 101 328 289 79

125 285 619 86 39 144 166 263 318 79

Billions of dollars
External sector

Exports of goods and services 220 305 464 442 503 59.1 651 864 1114 1202
Imports of goods and services 234 300 486 328 549 628 723 924 121.8 1315
Ttade balance {(goods and services) " .14 05 22 86 46 -37 81 -60 -104 -1153
Net payments of profits and interest -33 44 53 57 <72 -84 -107 -143 -184 274
Balance on current account 44 36 -7.3 -14.1 -11.3 -11.6 -184 -198 -28.7 -38.3
Balance-of-payments position - 3.0 46 44 06 44 47 103 64 -15 05
Official international reserves® 101 155  21.6 213 240 295 385 "488 567 51.5
Balance of disbursed external debt

Public externa debt" 211 270 360 441 570 716 929 1101 1236 1498

Gross global external debt’ .. 423 . 691 895 104.6 1334 167.3 2053 257.0

Nert global external debt . 269" . 479 656 752 952 1188 1489 205.8

Source: CEPAL, on the basis of official figures,

“The figures for the product, population and income relate to the group of 21 countries included in table 14, except Cuba
and Jamaica, The figures for prices relute to the group of councries made up of those 19 countries plus Barbados, Guyana,
Jamaica and Trinidad and Tebago. The figures for the external seczor refer to those 23 countries plus Suriname, except in
the case of rhe data on the global and external debt, which exclude Barbados, Bahamas and Panama.

® Preliminary figures.

‘Percentages.

dWeighted average rate for Buenos Aires, Cordoba, Mendoza, Rusario; Bogotd, Barranquilla, Medellin, Cali; Mexico City,
Guadalajara, Menterrey; San José, Costa Rica; Santiago, Chile; Asuncidn, Paraguay; Lima, Peru;, Montevideo, Uruguay.

*Weighted average rate for the cities mentioned in 4 plus Rio de Janeiro, Sao Paulo, Belo Horizonte, Porto Alegre,
Salvador and Recife.

/Variation from December to' December.

*Plus monetary gold valued at fine ounce prices in London less chie use of International Monetary Fund credi.

"External debt with a cerm of more than one year cotrespanding to public bodies or guaranteed by therm,

‘Disbursed public external debt plus non-guaranteed debe with financial institutions reporting data to the Bank for
International Sertlenents.

!Gross gicbalexternal debt less official international reserves.
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Figure 4
LATIN AMERICA: MAIN ECONOMIC INDICATORS
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Source: CEPAL, on the basis of official data. 2Annual growth rates. bApnual average
weighted rate in Buenos Aires, Cordoba, Mendoza, Rosario; Bogotd, Barranquilla, Mede-
lin, Cali; Mexico City, Guadalajara, Monterrey; San José (Costa Rica); Santiago {Chile):
Asuncion (Paraguay); Lima (Peru); Montevideo (Uruguay). €Average annual weighted
rate for cities referred to in footnote P plus Rio de Janeiro, Sao Paule, Belo Horizonte,
Puerto Alegre, Salvador and Recife. ElWeig.hte('l December-December percentage varia-
tion.  ©Billions of US dollars.
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again increased its share in world trade, as it had already done during the five preceding years, and
thus continued to recover part of the ground it had lost during the period 1965-1975.3

Despite the above, and also despite the efforts made by many countries to control the growth
of imports; the volume of which only rose by a lictle over 2% after having risen by nearly 13%% in
1980, che deficit on the balance-of-payments current account increased by US$ 10 billion and rose
to nearly US$ 39 billion, chus doubling the amount of only two years befare. In such circumstances,
there was also a marked rise in rhe rario between the current account deficit and the value of
exports of goods and services. This ratto, which during the previous five-year period had ranged
from 20% to 28%, rose to 33% in 1981, thus slightly exceeding the record set in 1975, at the
culminacion of the international crisis of the mid-1970s. The coefficient was, of course, much
higher (46%) in the non-oil-exparting countries, in which it was equivalent to the average for
1974-1975, when they had had to deal with the effects of the first sharp rise in the international
price of hydrocarbons,

The main cause for this accentuation of the external disequilibrium was the enormous
increase in net payments for profits and interest, which rose from US$ 18 to 27 billion, as a result
of the increase in the exrernal debt and the increase in the interest rate on the international
financial markets.

Nevertheless, contrary to what happened in 1980, when net capital income was lower than the
negative current account balance and the balance of payments closed with a deficic, in 1981 the
region had a slight surplus of US$ 450 million on the balance of payments. This turnaround was
entirely due to the remarkable increase in the net flow of loans and invesrments to Latin America,
which rose from US$ 27 billion in 1980 to 39 bitlion in 1981 _

Naeurally, this greater attraction of financial resources wenr hand in hand with a rise in the
external indebredness. The gross global disbursed external debe of Latin America rose from 205
billion doliars ac the end of 1980 ra 257 billion at the end of 1981. Thus, the debt almost doubled
over the last three years, as it had as well during the triennium 1975-1981 (see table 13).

In addition, contrary to what happened in both 1979 and 1980, in 1981 the rate of growth of
the external debt was considerably higher than that of the value of exports of goods and services.
Hence, the ratio between the debt and exports, after declining in the two previous years, rose
sharplyin 1981, co an unprecedented figure of nearly 2.2. This rise was parricularly serious during a
period when the average term of the external debt was shortening and the interest rates were
rising considerably on the international market.4

III. ECONOMIC GROWTH
1. The growth rate

As has been mentioned above, in 1981 the economic growth rate of Latin America dropped
sharply. Afcer rising from 6.5% in 1979 and almost 6% in 1980, the gross domestic product only
rose by 1.7% in 1981 {see table 14). In addition to being the lowest recorded since 1943, this rate
was also lower than the population growth rate. Consequently, the per capita gross domestic
product declined slightly in 1981; this had not happened since 1959.

iDuring this period, the share of world exports represented by externai sales of Latin America declined from 7.4 in
1961 20 only 429 in 1975. Thanks o the subsequenc recovery, this share ruse to almost 3.5% in 1981

1Although the value of expurts is only une partial indicator of an economy's purchasing power, since, among ather
things, this is greater in couniries where the export coefficient is lower, a debt-export coefficient as high as the one recorded
in Latin America in 1981 gives rise to concern. If, for example, it is assumed: (a) that the externai debt is twice as high as the
value of exports; ¢b) thac the average termof the debe ts 10 years, and (¢) that the average interest raze is 155, amaortization
payments will absorb 20% of expores, whereas interesc payments will represent an additional 3055 of exports. In uther
words, given the ussumed values -which appear reasunable in the light of recent experience in the region- the service of the
external debr alone would absorb half the value of exports.
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Table 14
LATIN AMERICA: EVOLUTION OF THE GLOBAL GROSS DOMESTIC PRODUCT

(Growth rates)

1970-

1974 1975 1976 1977 1978 1979 1980 1981
Latin America’ 7.1 3.8 5.4 4.8 5.1 6.5 5.9 L7
Argentina 4.1 -0.8 -0.5 6.4 -3.4 7.1 1.4 -6.1
Bolivia 5.5 6.6 6.1 42 34 i.8 0.6 -0.6
Brazil 11.5 5.7 2.0 4.7 6.0 6.4 8.0 -19
Colombia 6.9 43 42 48 9.0 4.9 4.2 2.5
Costa Rica 7.1 2.1 5.5 89 6.3 4.9 0.6 36
Cuba* 87 123 35 3.1 8.2 1.9 24 117
Chile 0.9 -12.9 3.5 9.9 8.2 83 7.5 5.3
Ecuador 11.5 5.6 92 6.5 6.6 5.1 4.8 43
El Salvador 4.9 5.6 4.0 5.9 44 -16 9.0 9.5
Guatemala 64 1.9 74 7.8 5.0 47 35 1.0
Haiti 47 2.2 3.3 1.3 44 4.7 5.7 -3.0
Honduras 3.5 -2.0 1.0 5.8 7.3 6.7 1.6 -0.4
Jamaica 4.9 2.6 -83 -2.0 -1.7 -1.3 5.4 20
Mexico 6.8 5.6 42 34 8.1 92 83 8.1
Nicaragua 5.3 22 5.0 6.3 -7.2 -25.5 10.0 89
Panama 5.2 0.6 -1.1 1.6 4.1 5.7 49 45
Paraguay 6.4 6.3 1.0 128 109 10.7 114 85
Peru 4.8 4.5 2.0 0.1 -0.5 4.1 38 39
Dominican Republic 10.1 5.2 6.7 5.0 22 48 5.6 35
Uruguay 1.3 4.8 42 1.8 6.2 8.7 3.7 -0.7
Venezuela 52 59 84 6.8 32 09 1.2 0.6

Source: CEPAL, on the basis of official figures.
“Preliminary estimates.
Average, excluding Cuba and Jamaica.
*Growth refers to the growth of the material product, which is equivalent to the gross value of agricultural production,

mining, manufacruring, construction and electric power.
71971-1974.

In addicion to being pronocunced, the loss of economic dynamism was a generalized pheno-
menon. The growth rate of the gross domestic product dropped in 16 of the 20 countries under
consideration, whereas the per capita product dropped in absolute terms in 10 of them (see
table 15).

Because of the relative importance of Argenrina and even more so of Brazil on the total
product of Latin America, the slowdown of economic activity in these cwo countries had a
considerable effect on the decline in the growth rate of cthe region,

In Brazil, which by itself generates around one-third of the total product of Latin America,
economic activity declined by almost 29, after having increased by 8%% in 1980. This decline, the
first to occur in Brazil in the last 40 years, was basically a reflection of the drop of around 6.5% in
manufacruring, which was in turn affected by the restricrive measures adopred in late 1980 for the
twofold purpose of reducing both the heavy deficic on the balance-of-payments current account
and the sharp inflationary process recorded during thac year. As was to be expected, the decline in
economic activity was also particularly evident with respect to gross fixed capital formation, which
dropped by 7.5%, and construction, which dropped by over 4%.

The centraction of economic activity was much more pronounced (-6%%) in Argentina, where
over one-tenth of the overall production of the region originates. As in Brazil, the sectars suffering
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Table 15

LATIN AMERICA: EVOLUTION OF THE PER CAPITA GROSS
DOMESTIC PRODUCT AT MARKET PRICES

Dollars at 1970 prices Growrh rates’

o 1970- 1975 a

1970 1975 (981 1974 1978 1979 1980 1981

Latin America 720 871 998 4.5 2.2 39 33 -1.0
Argentina . 1236 1353 1310 27 -0.9 5.8 0.2 7.2
Bolivia 317 372 370 30 2.4 -0.8 -2.0 -32
Brazil 528 777 916 8.6 37 39 5.5 -4.2
Colombia 587 708 833 4.3 33 29 1.8 0.3
Costa Rica 740 875 943 4.4 3.2 2.5 -1.7 5.9
Chile 267 794 1081 -0.8 . 6.5 5.7 35
Ecuador 420 622 738 93 3.8 1.9 1.6 1.1
El Salvador 421 476 376 1.8 24 -4.3 -12.2 -12.1
Guaremala 439 494 349 31 2.3 1.6 0.4 -1.9
Haiti 123 135 139 24 0.9 22 27 54
Honduras 313 296 327 0.5 1.8 29 -1.0 -3.8
Mexico 977 1 143 1 426 3.4 22 6.0 52 5.0
Nicaragua 431 480 364 21 -i.8 -27.9 6.4 5.4
Panama . 940 1043 1164 33 -0.2 4.5 13 1.2
Paraguay 383 452 665 iz 5.6 7.1 7.9 5.2
Peru 646 707 684 2.0 -1.2 1.3 L0 11
Dominican Republic 378 503 565 6.9 20 22 3.0 09
Uruguay 1097 1164 1443 i1 4.0 8.1 3.0 -1.3
Venezuela 1205 1278 1243 1.7 24 -25 -4.5 =27

Source: CEPAL, on the basis of official information.
“Preliminary estimates.

the most serious declines were construction, which dropped by 6%, trade, which dropped by 9.5%;
and, above all, the manufacturing industry, which suffered a decline of 16%. Industrial production
thus dropped below the level attained ac the beginning of the 1970s. As a result of the decrease in
the product in 1981 and of the slow and irregular evolution of the Argentine economy during the
second half of the 1970s, the per capita product decreased to a level similar to thae of 1972,

During 1981, the rate of economic growth also declined in all the Central American countries,
in most of which social conflicts and poiirical tensions continued or increased, with che resulting
accentuation of economic uncerrainty.

The detericration was especially marked in El Salvador, where the gross domestic product
declined by 9.5%. after havig dropped by 99 in 1980. Because of these drops and of the slight
decline of overall economic activity in 1979, the per capita product was 25%% lower in 1981 thanin
1978 and was also lower than it had been 20 years earlier.

Economic activity also declined, although o a much lesser extent, in Costa Rica (-3.6%) and
Honduras (-0.4%) and virtually came to a standstll in Guatemala, thus, the per capita product
decreased in the three countries. In the case of Costa Rica, the economic contraction was also
accompanied by a marked deterioration of cthe terms 6f trade, a very violent acceleration of the
inflationary process, a considerable drop in real salaries and a large increase in the unempioyment
rate, all of which worked together to create the most serivus crisis sutfered by che economy of that
country since the Great Depression of the [930s.

Thus, of the Central American counrtries, only Nicaragua experienced a considerable increase
of economic activity, with the product rising by 99, after having risen by 109 in 1980. However,
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because of the large decline of around 33% in economic activity doring the biennium 1978-1979 as
a result of the descruction and upset caused by the civil conflict which ended in mid-1979, the level
of the gross domestic product was still almost 20% lower in 1981 than in 1977,

Moreover, in 1981 the loss of dynamism which had been noted since 1973 in the Bolivian
economy was accentuated, the stagnation of the Venezuelan economy continued for the third year
in a row, and the domestic product of Uruguay dropped slightly.

In Uruguay, where economic growch had been very rapid in boch 1978 and 1979, but where
the growth rate had already slowed down considerably in 1980, the drop in the product tn 1981 was
due partly to the negative impacr of external factors (suchras cthe deterioration in che terms of trade
and the slowdown of economic activity in Argentina and Brazil, which play a key role in che foreign
trade and tourism income of Uruguay and whose currencies were sharply devalued in 1981), and
partly to the effect of the overvaluation of the peso, the real concraction of the amount of money
and the high interest rates brought about by the stabilization policy.

The measures taken to reduce the rate of increase of prices also had a decisive influence on the
very weak growth of economic activity in Venezuela. Because of the large deficit on the balance-of-
payments current account in 1978 and the sharp acceleration of the inflationary process which
occurred in 1979, the economic authorities began in 1980 to apply certain restrictive policies, both
in the monetary tield and in the fiscal sector. While these measures did gradually actenuate the race
of increase of prices, they also contributed to a reduction in the growth race of the manufacturing
industry and caused sharp drops in the construction sector and in commercial activicy (see
table 16). As a result of this and of the decline in oil production brought about by compliance with
OPEC agreements, the pross domesrtic product, afrer having stagnared during the biennium
1979-1980, rose by only 0.6% in 1981. This increase was not sufficient, however, to prevent the
per capita product from dropping, as ic had during the three preceding years; consequently, the per
capita product was almost 10% lower in 1981 than in 1977,

Among the countries whose growth rate was higher than the regionai average were Colom-
bia, where economic activity increased by 2.5%; Panama and the Dominican Republic, where it
rose by about 3.5%; Peru, 4%; and Ecuador, where it was slightly over 4%, and Chile, 5.3%.

In Ecuador and especially in Colombia, the growth rates reached in 1981 represented a
continuation of a slowdown which had begun to be evident in 1979. In both countries, the growth
of economic activity in 1981 was also the lowest recorded in many years —15 years in the case of
Ecuador and a quarter of a century in the case of Colombia. Finally, since in both countries the
decline in the growth rate went hand in hand with a deterioracion of the terms of trade, per capita
income was reduced in absolute terms, after having risen sharply in Colombia during the boom in
international coffee prices from 1976 to 1979, and after having risen even more sharply and
steadily in Ecuador, as a result of the rapid growth of economic activity and the sharp rises in the
international price of oil throughout cthe 1970s.

The increase of somewhat over 3% in the gross domestic product of Chile in 1981 also
represented a considerable reduction with respect to the economic growth rate achieved in
previous years. After having recovered in 1977 the level artained before the drastic contraction of
1975, economic activity had grown at an average rate of around 89% during the ensuing chree years.
This impetus continued, although with less force, up to the first half of 1981, but the trend was
drastically reversed during the second half of the year, when industrial production began to drop,
construction scares were viccually at a standstill and the unemployment race rose abrupely.

In Peru, on the other hand, the 4% increase in economic activity represented the continuation
of the moderate growth rate which had begun in 1979, after the recession suffered by the economy
berween 1976 and 1978. This growth was stimuiated by the notable rise in fixed capital formation
—which increased by 18% in 1981, after having risen by 45 % in 1980— and was supported by the
heavy expansion (11%}) of the agricultural sector and the marked dynamism shown for the second
year in a row by the construction industry (see cable 16). Nevertheless, because of the effect of the
economic contraction of 1976-1978 and the rapid growth of the population, the per capita product
did not recover even in 1981 the level achieved in 1975.
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Table 16
LATIN AMERICA: EVOLUTION OF THE MAIN ECONOMIC SECTORS

(Growth rates)

Mining and

. Manufacturing Construction
quarrying

Agriculture

1979 1980 1981° 1979 1980 1981° 1979 1980 1981° 1979 1980 1981°

Latin America 24 27 48 96 73 50 78 53 20 47 80 15
Argentina 41 -39 31 64 356 - 102 -38 -160 27 132 -60
Bolivia 29 20 20 -83% 20 -13 28 -10 -30 -11 30 -69
Brazil 50 63 68 100 126 02 67 76 -64 5 78 42
Colombia 41 25 32 06 142 40 42 23% -10 -98 80 80
Costa Rica 05 -08B 23 ¢ ¢ 27 08 -1.1° 193 .94 215
Chile 6.2 22 30 54 59 36 79 62 26 239 257 162
Ecuador 36 52 40 75 90 55 76 64 66 -11 17 11
El Salvador 1.5 -59 -43 28 27 26 -29 -155 -i74 -144 -341 -79
Guatemala 28 18 12 783 337 -103 36 60 10 65 02 49
Hairi 20 51 -3.1 -144 -151 465 149 7.2 -12 134 57 48
Honduras 75 28 10 39 33 - 35 56 25 80 -29 92
Mexico 21 71 64 147 220 162 106 7.2 75 130 123 115
Nicaragua -14. -10.0 143 -533 491 59-264 224 27 -742 1172 348
Panama 35 11 -1.2 71 67 31 170 40 23 79 129 -70
Paraguay 67 92 67 421 260 150 7.7 126 80 300 260 162
Peru 45 56 107 91 04 -41 43 57 1.8 46 188 111
Dominican Republic .1 -09 69 282 -148 62 46 50 2.1 52 71 08
Uruguay 59 108 -02 79 26 95 102 26 -29 (63 60 -24
Veneruela : 37 31 04 86 70 -30 42 27 03 98 -153 -28

Source: CEPAL, on the basis of official sratistics.
Prellmmary figures.
®Includes agriculeure, mining and quarrying, manufatzurmg and construction.
“Includes electricity, gas and water, and transport and communications.
“lacludes commerce, restaurants and hotels; financial establishments, insurance and real estate, communiry, social and
personal services.
“Mining and quarrying are included in manufacturing.

Thus, of the 20 countries included in table 14, the economic growth rate was very high only in
Cuba, Mexico and Paraguay.

In Mexico, the gross domestic product rose by somewhat aver 8%, thus extending for the
fourth year in a row the phase of great dynamism which began in 1978. As in the three preceding
years, the main cause of the ecoomic growth was the vigorous growth of oil production and
exports. Whereas drilling for ¢rude oil rose by 19%, doubling the volume of nearly three years
before, physical exports of oil rose by 33 %, tripling over the brief period of three years, and the
value of exports of hydrocarbons rose by 409, to a total of around US$ 14 300 million, a figure
which is 7009 higher than thar recorded in 1978. The remarkable growth of the petroleum sector
was accompanied by a considerable expansion of practically all ather activities. Nevertheless, as
had been the case in previous years, the rise of domestic demand was much higher than that of the
product, and thus led to a very sharp increase in the volume of imports, a considerable deficit on the
balance-of-payments current account and a sharpening of inflationary pressures.

[n Paraguay —which since the mid-1970s has had the most dynamic economy of the region—
the domestic product increased by 8.59%. This rate, although much lower than chat achieved during
the previous four-year period —when the product rose at an exceptional rate of nearly 11.5% per
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year— was close to the rate of somewhat aver 9% recorded throughout the period of strong
growth which began in 1973. As in previous years, the main factor behind this dynamic growth
was the construction sector, although the 16% increase in this industry in 1981 was equivalent to
only half the average growth rate for the preceding four years. As a result of the rapid growth of
the construction sector and despite the fact that in 1981, investment in machinery and equipment
declined by 59, gross fixed capital formation rose by somewhat over 9% and represented almost
35% of the product.

Finally, in 1981 there was a rapid growth of economic activity in Cuba. The material product®
rose by around 12%, after having increased slowly in 1980. Although practically all sectors grew
rapidly, this acceleration of the growth rate was particularly due to the considerable growth of
sugar cane agriculture (14%) and construction (16%) —both of which had contracted slightly in
1980— and the considerable growth of the manufacturing industry (12%). The most important
general cause of this growth was the notable improvement in the organization and efficiency of
many economic activities, which led to a marked increase in productivity.

2. Total supply and demand

After having risen at an average rate of nearly 5.5% in 1977 and 1978 and having expanded at a
rate of nearly 7% in 1979 and 1980, the total supply increased by less chan 2% in 1981. This abrupt
decline in the growth rate of the total supply reflected the much slower growth in 1981 of the gross
domestic product and the even sharper reduction of the increase in the volume of imports. The
latter, which between 1977 and 1978 rose at a very high rate of nearly 10% and in 1980 rose by
13.59%, increased by only a little over 3% in 1981 {see table 17). This slowing of the increase in the
volume of imports was due especially to the adjustment policies implemented in 1981 in many
non-ail-exporting countries, as a result of which real imports of goods and services declined by
almost 6% in such countries. This decline contrasced sharply with the trend as regards the volume
of imports in the two preceding years, when they increased at an average rate of over 13%.
Nevertheless, since the rate of increase of the volume of imports was once again higher than that

Table 17
LATIN AMERICA: TOTAL SUPPLY AND DEMAND

(Growth rates)”

lorq 1975 1976 1977 1978 1979 1980  1981"
Total supply 7.6 3.4 4.9 5.2 5.6 6.9 6.7 1.7
Gross domestic product 7.2 38 5.5 48 5.1 65 59 1.5
Imports of goods and
services 11.3 -0.5 -04 9.1 10.0 10.6 13.4 31
Total demand 7.6 3.4 4.9 52 5.6 6.9 6.7 1.7
Domestic demand 79 3.8 48 4.9 5.1 6.6 6.8 1.1
Gross fxed investment 87 10.2 48 4.1 6.3 5.6 83 0.6
Total consumption® 77 211 47 5.1 4.8 6.9 6.4 13
Export of goods and
services 4.1 -1.7 72 94 11.3 108 5.3 85

Source: CEPAL, on the basis of official stacistics.

“Estimarted on the basis of constant values of 1970 prices.
Preliminary figures.

“Includes change in stocks.

*This is equivalent tw the sum of the values of -gross production of the agricultural, mining, manufacturing,
construction and electric power sectors.



Table 18

LATIN AMERICA: RELATIVE SHARES OF THE COMPONENTS
OF EXPENDITURE AND QF IMPORTS IN THE
GROSS DOMESTIC PRODUCT

{Percentages)
Total Gross fixed
consumption’ Investment Expotts Imporrs
1970 80.3 199 9.0 0.2
1971 80.3 20.2 8.6 9.0
1972 80.1 203 8.6 9.0
1973 80.1 20.6 8.7 9.4
1974 81.4 21.2 8.2 10.8
1975 80.1 226 7.7 104
1976 795 224 7.9 08
1977 79.7 223 8.2 10.2
1978 79.5 225 8.7 10.7
1979 797 2153 9.0 L1
1980b 80.0 228 9.0 11.8
1981 79.8 226 9.6 12.0

Source: CEPAL, on the basis of official sratistics.
“Includes changes in stocks.
®Preliminaty figures.

of the product, the import coefficient rose for the fifth year in a row, reaching the highest levels
since 1960 (see table 18).

By contrast with the much slower increase in 1981 of the volume of imports, the volume of
exports rose by 8.5%, thus amply surpassing the growth of the previous year. Thus, the intense
and sustained growth of real exports continued for the sixth year in a row and the upward trend in
the exporr coetiicient which had begun in 1976 also continued.

As in the case of imports, the acceleration of the growth of exparts was heavily influenced by
the evolution of external sales of the non-ail-exporting countries. The volume of such sales rose at
the unprecedented rate of 11.5%, thanks especially to the particularly sharp growth, for the fourth
year in a row, of the volume of exports from Brazil and to their recovery in Argentina, Cosca Rica,
Nicaragua, and the Dominican Republic.

On the other hand, there was an almost total stagnation of gross fixed capital formacion in
1981, afrer three years of satisfactory growth. The same thing happened, although more moder-
ately, with respect to consumption, which after having grown at an average rate of over 6.5%
during the two preceding years, rose barely over 1% in 1981, Thus, per capita consumption
dropped for the first time since 1975,

IV. EMPLOYMENT AND UNEMPLOYMENT

In general, the unfavourable evolution of the majority of Latin American economies in 1981 had a
negative impact on the employment situation. However, owing to the substantial differences in
the structure and growth rate of the labour force and in the facilities of the labour markerts, the
effects on the employment situation varied considerably in the different countries.

‘Before anaiysing the evolution of the employment situation in 1981, it is necessary to bear in mind some structural
aspects which, in spite of the differences, are to a gteater or lesser extent, characteristic of the employment situation in the
region. In the firse place, it is important to note that alchough manpower in Latin America has grown during the past
decade at an unprecedented race, enough jobs have been created in the vartous sectors to avoid sizeable increases in the rate
of open unemployment (see figure 3). On the other hand, this has been possible partly because labour has been absorbed
—to a significant degece in many cases—— by bath the vrban and the rural informal secrors, one of the dominang
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Figure 5
LATIN AMERICA: EVOLUTION OF THE RATE OR URBAN UNEMPLOYMENT
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Figure 6
LATIN AMERICA: EVOLUTION OF UNEMPLOYMENT IN LARGEST CITIES (1977-1981)

{Rates of unemployment}
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Of the ten countries for which statistical series on urban development are available? four
—Argentina, Brazil, Costa Rica and Venezuela— showed derterioration in 1981 to judge by the
increase in their respective rates of unemployment. Moreover, although on average unemploy-
ment was lower in Chile and Uruguay in 1981 than in 1980, the curve followed by the rate of
unemployment during the year showed a decline in both countries in the first half of the year and a
sharp rise in the second. The rate of unemployment also fell slightly in Peru and more markedly in
Colombia, dropping to very low levels in Mexico and, especially, in Paraguay (see table 19).

Table 19
LATIN AMERICA: EVOLUTION OF URBAN UNEMPLOYMENT

(Average annual rates)

1972 1973 1974 1975 1976 1977 1978 1979 1980 1981

Argenrina® 66 5.3 34 26 45 28 28 20 2.2 4.4
Brazil® 6.3 79
Colombia® 127 10.6 9.6 93 3.8 89 9.7 8.2
Costa Rica’ 6.7 5.4 5.1 5.8 49 58 9.1
Chile® 3.8 46 97 16.2 16.8 13.2 14.0 13.6 118 111
Mexica” 7.7 7.2 6.8 8.0 6.9 57 45 42
Paraguay® 12.0 6.7 5.4 4.1 59 39 2.2
Peru' 76 50 41 756 69 8.4 8.0 6.5 7.1 6.8
Uruguay 77! 89’ 8.1 12.8 118 10.1 8.4 74 6.7
Venezpela® 7.6 83 6.8 55 5.1 5.8 66 6.8

Source: CEPAL, on the basis of official daca.

?Capital and Greater Buenos Aires.

bAvernge rate for Rio de Janeiro, a0 Paulo, Belo Horizonte, Purto Alegre, Sulvador and Recife.
‘ Average for Bogota, Barranquilla, Medellin and Cali.

“Urban total.

“Greater Santiago.

/ Average rate in the metropolican areas and Mexico City, Guadalajara and Monterrey,
fRate for Asuncidn, Luque, San Lorenzo and neighbouring towns,

%’Firsr semescer.

"Metropolitan Lima, annual averages according ro data available each year,
‘Montevideo.

“Urban Total.

In compararive terms, the employment situarion dereriorated very markedly in Argentina in
thac the rate of open unemployment in the Federal Capital and Greater Buenos Aires doubled,
rising from an average of 2.2% in 1980 10 one of 4.4% in 1981, the rate rising to nearly 5% at the
end of the year. The increase in unemployment was even more intense in the main cities in the
interior, especially Rosario and Mendoza (see figure 6). Nevertheless, the percentage of the

characteristics of which is the low productivity and smail income of the employed labour force. Consequently, in order to
evaluate the magnitade of the total under-utilization of labour, consideracion must be given not only to open unemploy-
ment bue also to the existence of significant degrees of underemployment in many Latin American economies. Thus,
according to studies made by PREALC. at the beginning of this decade, the under-utilized labour in the regivn amounted to
23 million integrally under-utilized labourers, BO% of whom fell into the various caregories of underemployment while
only 209 were in the open-unemployment category.

‘Unformunately, in the majority of the countries of the regian, no statiscical records are kept on unemployment and
underemployment in the rural areas or even in the differens cities, and, in general, there are no reliable series on the
shorr-zerm evolution of the absoluze level of employment either. These drawbacks are of course extremely prejudicial to the
analysis of changes in the employment situation.
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unemployed in the labour force was still very low by comparison wich char in the other Lartin
American countries (for which the rate of unemployment was lower in 1981 only in Paraguay},
and also in the seven leading OECD economies, in which the rate of open unemployment was, in all
cases save Japan, higher than in Argentina. o

The unfavourable evolution of the Argentine employment situarion reflected to a large
extent the negative progress made in 1981 by the basic urban sectors, such as manufacturing, rrade
and construction, whose levels of activity fell by 16%, 9.5% and 6%, respectively. The substantial
drop in industrial production (which came on the heals of a decline of nearly 4% in 1980} resulred
in a decrease of nearly 13% in the number of workers employed in the manufacturing sector in
1981 by comparison with the average for 1980. In addition, since induscrial employment had
already declined appreciably in past years, its average level in 1981 was nearly 23% lower than in
1970 and 35% lower than in 1975.

In Brazil, a councry where, as has already been pointed out, the gross domestic product
suffered from a moderate decrease, unemployment rose very slightly, but starting from much
higher levels. According to the monthly survey of employment carried out in che six main
metropolitan regions of the country,? che rate of open unemployment rose from an average of
6.3% n 1980 to 7.9% in 1981, bringing the total number of unemployed in those six regions to
over 800 000. Very high rates of unemployment were recorded in Belo Horizonte and Salvador
(for which the average annual rate of unemployment was 9%) and in Rio de Janeiro and Recife,
where it reached 8.69. On che other hand, the rate of unemploymenr was much lower (3.8%) in
Porto Alegre and less than 8% in Sao Paulo (see rable 20). As in Argentina, the increase in
unemployment in Brazil was related to the unfavourable performance of urban activities in 1981.
Thus, the drop of over 6% in the product of the manufacturing sector was accompanied by a
somewhat larger decrease in industrial employment, whose level during the last quarter of the year
was nearly 139 lower than during the same period in 1980 and 10% lower than for the final
quarter in 1979.

The evolution of the employment situation was even more negarive during 1981 in Costa
Rica, a councry which up to 1979 had managed to absorb the very rapid expansion of its labour
force thanks to vigorous and sustained economic growth and co the extraordinary increase in
employment in the public sector.? However, when economic activity stagnated in 1980 and teli by
nearly 4% in 1981, the average rate of unemployment rose shacply from somewhat less than 5%
in 1979 to slightly over 995 in 1981. This increase was even more pronounced in San José, a city
where the rate of unemployment, after falling to a historic minimum of 2.8% in November 1979,
rose persistently in the following two years, attaining the unprecedented figure of 11.7% in
November 1981 (see tables 19 and 20 and figure 6).

During 1981 the employment situation in Venezuela also continued to deteriorate alchough
much more gencly. Actually, owing to the nearly total stagnation of cthe gross domestic product
since 1979 and the drop of over 25% in the construction sector during the past three years, the rate
of open unemployment in the urban centres rose from 5.19% in 1978 10 6.8% in 1981, the highest
rate recorded in the past five years.

The evolution of the employment situation was in Chile and Uruguay only seemingly more
favourable than in the countries mentioned above; actually, in both countries, the average rate of
unemployment continued to decline in 1981, as it had already done in the two preceding years in
Chile and since 1977 in Uruguay, buc this downward trend was unusually vigorous during the
second half of the year (see figure 6).

This downturn was particularly norable in Chile. During the first half of the year che rate of
open unemployment in Greacer Santiago continued on the downward trend begun at the begin-

¥The monthly survey of employment carried out by the Brazilian Geographical and Statistical Institute provides data
only afrer 1980.

*During the 19705, the growth rate of che labour force was close w 49 while the gross domestic product grew atan
average annual rate of 6.2%. As for employment in the public sector, berween 1973 und 1979 ic grew at the exceprionally
high average annual race of 13%.
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Table 20

LATIN AMERICA: EVOLUTION OF THE UNEMPLOYMENT RATE
IN MAJOR CITIES

77 | 80 1 1980 1981
19 1978 1979 19 981 | i1 nm v | 1I u v
Argentina”
Capital and
Greater Buenos Aires 28 28 20 22 42 23 - 20 - 39 - 49
Cérdoba 50 39 22 35 38 2.1 - 22 - 29 - 46
Greater Mendoza 44 32 31 22 58 - 14 - 29 - 48 - 67
Rosario 31 42 29 34 46 - 43 - 24 -4l - 51
Brazil®
Rio de Janeiro - - - 75 86 79 79 16 66 83 89 88 87
Sao Paulo - - 56 77 67 57 53 49 74 74 75 67
elo Horizonte - - - 7.6 90 - B0 74 74 99 94 87 79
Porto Alegre - - - 46 58 47 48 41 59 63 61 49
Colombia”
Bogotd 76 72 66 80 55 95 78 68 80 59 49 532 58
Barranquilla 88 77 63 82 112 92 75 78 82 123 118 116 90
Medellin 133 127 144 147 131 147 129 157 154 159 149 122 92
Cali 105 98 107 100 89 11.7 108 108 66 92 91 100 73
Mexico” ’
Mexico City 79 69 57 47 45% 43 51 60 35 42 45 49 -
Guadalajara 74 60 57 55 549 40 54 65 62 62 40 59
Monterrey 90 78 39 54 55Y 60 56 66 34 45 58 63
San José (Costa Rica)® 47 58 46 56 88 43 62 - 64 73 84 - 107
Santiago {Chile 132 140 136 118 111 128 117 118 107 113 9.0 105 135
Asuncion (Paraguay) 54 41 59 39 22° 53 40 36 28 20 23
Lima {Peru)* 84 80 65 71 68 71 - - - - 68 - -
Montevideo (Uruguay)" 11.8 10.1 84 73 6.7 - 7.7 - 7.0 5.8 7.5

Source: CEPAL, un the basis of official data.
*Figures for April and October.

Quarterly averages.
‘Figures for March, June, September and December.
4 Average far the firse three quarters.
“Figures for March, July and November.
/Figures far March, Juae, September and December.

#1977, March-June average. 1978, July-August average. 1979, September. 1980, april. 1981, June.
*Half-yearly averages.

*Average for the first two quarters.

ning of 1979 when economic activity reached the peak of the recovery from irs dramaric slump in
1975 and embarked on a stage of strong growth, especially in cthe construction sector. Because of
this, the rate of unemployment in the capical fell from 16.5% in March 1979 t0 9% in June 1981,
the lowest figure recorded since the beginning of 1974. During the first half of the year there was
also a decline inthe number of people enrolled in che minimum employment plan, the programme
created in 1975 co soften some of the effects of the massive unemployment which the depression of
that year had generated. However, when the growth of the economy fell markedly in the middle of
1981 and especially when the construction of nearly all the new buildinds begun in the second half
of the year was paralyzed, the rate of unemployment in Greater Santiago rose to 10.5% in
September and to 13.5% in December. The downturn was even more marked in the cities locared
immediately south of the capital, where open unemployment was already close to 15% in
September, and especially in the urban cencres of the central provinces, where 19% of the labour
force was out of work that same month.



Although the break in the downward trend of unempioyment during the second haif of the
year was less violent in Uruguay than in Chile, it was noteworthy. Thus, in Montevideo, a city
where close to 43% of the country’s population is concentrated, the rate of unemployment fell in
the first half of 1981 to 5.8%, which is the lowest average since reliable statistical registers began
to-be kept and represents less than half che rate of nearly 13% recorded at che beginning of 1977.
Nevertheless, the downward trend which. the rate of unemployment had followed since then was
reversed in the second half of the year, during which economic acrivity and especially the
production of manufacrures and construction, began to decline.'® As a result of this, the rate of
unem ployment rose 1o 7.5% in the second half of the vear, thereby exceeding both chc fxgure
recorded in the first half of 1981 and the rate of 7% shown a year previously.

During 1981 the average rates of urban unemployment in Colombia and Peru also fell. In
Colombia, the rate of unemployment for all four of the largest cities in the country, which had
shown a persistent decline between 1974 and 1978 but a slight rise in the following two years, fell
10 8.2% —the lowest rate recorded in the past eight years— in 1981. Although unemployment
also fell in Medellin and Cali, it decreased especialty markedly in Bogotd, where it dropped from
8% in 1980 t0 5.5% in 1981. Barranquitla, on the contrary, was the only main urban centre where
the percentage of the labour force which was out of work rose (see table 20}. To some extent, the
decline in the rates of unemployment was surprising, in that during 1981 the grawth rate of the
economy fell and industrial production declined slightly. It is, however, possible that the effects of
this decline on unemployment were partially outweighed by the impact of the sharp growth in
construction for the second year running, by the probable increase in civil service personnel and,
above all, by the drop in the rates of participarion, which fell markedly in Bogoti, Cati and Medellin
—the very three cities in which the drop in unemployment was concentrated, whereas the rate of
participation rose in Barranquilla, which, as has been pointed out above, was the only main urban
centre in which unemployment was higher.

The decline in open unempiloyment was considerably less substantial in Peru, for which data
are available only for Lima. In chis city, the rate of unemployment fell slightly —from 7.1% in che
tirst half of 1980 to 6.8% in the corresponding period of 1981. This advance, which is to some
extent attributable to the rapid growth which the construction sector showed, as it had in 1980, was
partly counterbalanced by a marginal increase in underemployment.  Thus, the share of Lima’s
labour force which was adequately emploved in 1981 remained wichout variation, at abouc
two-thirds of chat shown the preceding year.

Thus, during 1981 the employment situation improved notably only in Mexico and Paraguay,
the two economies of the region which achieved the highest and most sustained economic growth
in Lutin America in the past four years.

It is estimated that in 1981 employment increased by over 3% in Mexico, after having risen
by somewhat more than 6% during the preceding year. This meant that in 1981 about one million
new jobs were created, of which close to one third were generated in the services; 24%, in
agriculrure; 2095, in construction and close to 13%, in manufacturiog. As a result of the notable
expansion of employment, the average rate of open unemployment in the metropolitan areas of
Mexico City, Guadalajara and Monterrey, which had fallen persistently from a figure of 8%% in 1977
t0 4.5% in 1980, dropped 1o 4.2% in 1981. The rapid growth of employment generated by the
vigorous expansion of virrually all the sectors was also reflecred in an increase in the imbalances
which have occurred in past years berween the labour supply and demand structures at varicus
levels of skills. Thus, during 1981 the more pressing need for certain types of specialized labour
resulting from the rapid expansion of some modern sector activities could not be easily met with
adequately skilled manpower.

However, the most significant advance in employmem during 1981 occurred in Paraguay.
The rate of open unemployment in Greater Asuncion!! feil from 4.6% in the first half of 1980 to

wThey fell by 79 and 5%, respectively, in the second helf of 1981

Uneluding, in addition to Asuncién, the cities of Lugue and San Lorenzo and the towns of Fernando de la Mora and
Lambaré.
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2.2% in the same period of 1981. The nearly full employment which prevailed in 1981 was
reflected in particular in the very low level (0.6 ) to which the rate of unemployment of people
aver 25 years of age fell and also in the shortage of labour in the rural sector during the harvest
seasons. This employment situation was due to che continuation of the persistent downward trend
shown by the race of unemployment during the second half of the pasc decade, as a resule primarily
of the sustained growth rate shown during this period by all the economic activities and in
particular by the construction sector.!?

V. THE EXTERNAL SECTOR
1. Foreign trade

After showing extraordinary growth in the previous two years, during which it rose at an average
rate of 309, the value of the foreign trade of Latin America increased by 8% in 1981. This meant
that for the first time it exceeded US$ 250 billion, more than doubling the value recorded four
years previously, which, in turn, had been double the figure shown in 1973,

{a) Exports of goods

In 1981 the external sales of poods of Larin America amounted to somewhat more than
US$ 98 billion, exceeding the figure recorded in 1980 by nearly 7% {see table 21). This growth
rate, although very much lower than the average rate of close to 32% achieved during the
preceding two years, was again much higher than the growth rate of world trade, whose value, as
already indicated, fell by 19 in 1980. This came as a continuation of the upward trend in the share
of Latin American exports in world exports begun in the middle of the past decade.

However, by contrast with what had happened in 1980, when the increase in exports reflected
the widespread progress they made in the large majority of the countries of the region, in 1981
their growth was due primarily to the very rapid expansion of the external sales of Mexico (22%),
Brazil (16%) and Argentina (14%¢), countries which together generated close to half the Latin
American exports of goods. During 1981, the exports of the Dominican Republic also conetnued to
grow intensively, their value rising by 23.59% after having increased by over 40% in the preceding
two years, and the same was true of the external sales of Uruguay, which rose by 15% after having
increased by close to 35% in the period 1979 and 1980 (see table 22).

Conversely, the value of the exports of 13 of the 24 countries considered here declined, which
had happened only in El Salvador and Nicaragua the preceding year. The drop in external sales was
also particularly marked in Colombia (-249), Haiui (-209%), El Salvador and Peru (-18%), Chile
(-16%), Guatemala (-14%) and Guyana (-11%).

Moreover, the decline in the growth rate of the value of exports occurred in spite of the fact
that in 1981 their volume increased sharply. In actual fact, the 1095 increase i this variable was
not oaly much higher than the increase in 1980 but was the highest recorded in the past 44 years,
with the exception of the slightly higher volumes attained in 1959 and in the 1978-1979 biennium.

This increase (which is all the more striking in that it occurred during a year of total
stagnation in the volume of world trade in merchandise) was, however, partially offset by the
unfavourable growth in the unit value of exports, which declined by close to 39%, after having risen
at a very high average rate of close to 21% during the two preceding years (see table 21).

As has already happened in 1980, although to a lesser extent, both the intensity of the growth
of external sales and the facrors determining their growth were different in the group made up of
the six petroleum-exporting countries and in the other economies of the region. While che value of
exports in the former councries rose by 8.6%, thanks to equal rises in their volume and unic value,

“Berween 1975 and 1980, the gross domestic producr increased ar an average annual rate of somewhat more than
10%, while cthe construction sector grew at the phenomenal rate of 28% perannum. This later figure means thar in barely
five years, che construction product increased by a coefficient of 3.4.
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Table 21
LATIN AMERICA: VARIATION IN EXPORTS AND IMPORTS OF GOODS

(Growth rates)

Export : Import

Unit Unit
value Value Volume value

Value Volume

Latin America

1970 9.1 1.1 79 14.3 9.6 4.4
1971 3.1 09 22 11.1 5.9 4.9
1972 16.0 6.5 89 13.5 72 6.0
1973 423 8.0 31.8 31.0 12.0 17.0
1974 57.1 -1.2 39.1 69.7 228 382
1975 -6.8 -2.9 -4.0 7.4 -1.9 9.5
1976 13.0 7.1 74 3.6 0.2 34
1977 18.6 7.1 10.7 14.3 10.0 4.0
1978 7.7 116 -35 13.7 : 6.0 7.2
1979 33.6 106 20.7 256 82 ) 16.0
1980 297 3.7 227 325 12.6 17.6
1981° 6.9 10.0 <27 6.2 2.2 3.9
Oil-exporting countries’
1970 8.0 5.0 29 10.2 53 47
1971 15.0 222 17.5 13.8 9.3 39
1972 5.1 0.3 4.8 12.6 5.1 7.2
1973 50.1 8.3 38.6 17.9 7.6 9.6
1974 1338 . 88 156.2 54.9 34.2 15.4
1975 -18.1 -21.4 4.2 37.0 219 12.4
1976 9.5 33 6.0 7.8 3.5 4.2
1977 il9 33 6.0 18.6 129 5.0
978 8.1 14.5 -5.6 16.7 9.2 69
1979 52.9 14.1 34.0 16.6 5.3 10.7
1980 43.2 5.5 357 32.6 14.5 158
1981° 8.6 4.2 4.2 17.1 113 5.2
Non-oil-exporting countries’
1970 93 1.2 8.0 13.2 11.6 32
1971 -0.4 1.7 21 10.5 5.1 5.2
1972 19.7 8.3 10.5 13.7 7.6 5.7
1973 40.0 79 98 33.7 129 18.5
1974 33.0 0.7 320 725 205 43.1
1975 0.5 L4 -1.9 24 -7.2 10.4
1976 19.2 88 96 09 225 3.5
1977 234 7.8 14.4 114 7.4 37
1978 7.5 0.5 2.7 135 3.2 8.1
1979 21.3 9.2 11.1 324 11.1 19.2
1980 189 5.8 12.4 32.4 10,9 194
1981° 5.2 12.5 -0.9 -1.2 -6.3 5.6

Source: CEPAL, on the basis of official daca.

“Preliminary figures. .

*Up to 1979, includes Bolivia, Ecuador, Trinidad and Tobago and Venezuela: from 1976 on, Mexico and Peru are also
included.

“From 1976 on, Mexico and Peru are exciuded.
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Table 22
LATIN AMERICA: YVARIATIONS IN EXPORTS OF GOODS

{Growth rates)

Value Volume Unit value Purchasing power
1979 1980 1981° 1979 1980 1981° 1979 1980 1981° 1979 1980 1981°

Latin America 3316 207 69 106 57 100 207 227 -27 196 132 -0.1
Oil-exporting 529 432 86 141 55 42 340 357 42 394 257 08
countries )

Bolivia 24 236 35 22 22 -15 188 264 -20 34 116 -69
Ecuador 419 157 23 09 79 29 406 256 06 241 33  -48
Mexico 489 746 221 177 247 119 265 400 91 339 526 174
Peru 8L3 108 -17.5 208 -148 -31 SO0 30. -148 689 -0 -248
Trinidad and Tobago 354 537 -85 56 -16 -196 435 562 138 318 367 -12.7
Venezuela 559 3406 54 118 -84 -63 395 469 125 447 172 52
Non-oil-exporting 203 189 52 92 58 125 1Ll 124 65 47 06 -22
COuI'.ItI.'IESV

Argentina 220 27 140 -12 -126 169 236 175 -24 S0 -35 85
Barbados 186 433 .70 186 190 -96 - 204 27 39 256 -140
Brazil 222 321 156 120 223 250 91 80 75 42 66 55
Colombia 94 167 -236 214 -32 -147 99 231 -104 -08 52 -284
Costa Rica 90 62 29 01 35 169 89 101 -120 -40 -103 -3.2
Chile 55.9 227 -18 191 92 .13 309 124 -148 305 34 .173
EL Salvador 442 209 -182 378 -228 91 46 25 -100 282 322 -227
Guaremala 11.8 244 -14.2 9.6 227 68 2.0 1.4 -80 -37 7.1 -193
Guyana -0 328 110 -83 <19 173 80 355 7.6 -104 84 -165
Haiti 80 534 197 -39 330 55 -42 154 -150 -165 354 -240
Honduras 198 113 -17 228 76 40 -24 204 -55 115 -47 75
Jamaica A5 179 16 <21 104 14 06 316 02 -110 4L 224
Nicaragua 47 268 109 -119 -37.9 148 82 179 -34 -141 -401 59
Panama 106 (1.8 91 -85 78 -09 209 213 -84 -79 -56 131
Paraguay 80 41 -0 L1 93 -68 68 38 72 .78 -108 5.1
Dominican Republic 86 107 235 150 -233 128 118 443 94 162 -80 169
Sriname 80 158 .79 16 33 -165 63 197 104 77 02 -143
Uruguay 149 343 148 -118 196 150 302 123 -02 -43 94 68

Source: CEPAL, on the basis of official dara.
®Preliminary figures.

in the latcer countries the value of exports rose by only slightly more than 5% in spite of the fact
thar their volume grew at an unprecedented rate of 12.5%.

The main cause of the reduction in the growth race of the value of external sales of the
non-oil-exporting contries wzs, in the last analysis, the drop in the unit value of their exports,
which fell by 6.5% after having shown rapid growth in four of the five preceding years. This
decline was, in turn, the result of the marked decreases shown in 1981 in the international
quotations on nearly all the main commodities exported by this group of countries. As may be seen
in table 23 and in figure 7, in 1981 the international prices of the majority of these goods declined
throughout practically all of the year, after rising significantly in 1979 and 1980. Although the
declines were particularly marked in the prices of sugar (419 ), coffee, cocoa and copper (close to
20%) and wheat, maize, beef, iron ore, tin and wool (between 10% and 16%), the prices of fish
meal, cotton and soybeans also fell.

(b) Imports of goods

As in the case of exports, in 1981 the growth rate of the value of imports declined; however,
the drop in the value of imports was more marked. Thus, after rising at an average rate of close to



Tahle 23

LATIN AMERICA: PRICES OF THE MAIN EXPORT COMMODITIES
{Dollars ar currenr prices)

Annual averages Growth rates
976 1977 1978 1979 1980 1981 1977 1978 1979 1980 1981

Unrefined sugar® 11.6 8.1 7.8 97 287 169 302 37 244 1959 -41.1
Coffee (mild) 157.7 240.2 1852 1834 1788 1453 523 .229 -1.0 -2.5 -187
Cocoa”’ 928 1720 1544 1494 1181 942 833 -102 .32 -210 -202
Bananas” 124 140 137 156 (89 192 129 21 139 212 1.6
Whearbb 135.6 105.6 1319 1644 1774 1785 -221 249 246 7.9 0.6
Maize 1389 1144 1325 1548 2103 1810 -t7.6 158 168 359 -13.9
Beef” 7.7 68B4 971 1309 1259 1122 -46 420 348 -38 -.i09
Fish mea]i 376.0 4540 4100 3950 504.0 4680 207 .97 37 276 71
Soy beans 231.0 2800 268.0 298.0 2960 2880 21.2 .43 112 -0.7 -2.7
Cotton” 793 739 72, 774 942 858 -68 .14 6.2 217 -89
Wool® 145.3 153.6 1574 1905 1945 178.2 5.7 25 210 2.1 -8.4
Cup‘pera 635 593 G619 900 986 790 .66 44 454 96 -199
Tin Y 3.4 49 58 7.0 7.6 6.4 441 184 207 86 -158
Iron ore 202 202 197 240 289 259 - .25 218 204 -104
Lead® 203 28.0 299 346 411 330 379 68 826 -247 -197
Zinc® 323 267 269 336 346 384 17.3 0.7 249 3.0 110
Bauxite” 117.3 1348 1384 1526 2125 2163 149 2.7 103 393 1.8
Crude oil®

Saudi Arabia 1.5 124 127 170 287 325 7.8 24 339 688 132

Venezuela 113 124 124 168 27.6 320 9.7 - 335 643 159

Source: UNCTAD, Monthly builetin of basic commaodiry prices, 1960-1980 supplement and July 1982. International
Monetary Fund, International Financial Statistics, 1981 and 1982 Yearbooks.
:US cents per pound.
Dollats per metric ton.
‘Deollars per pound.
“Dallars per barrel.

29% in the two preceding years, the value of imports of merchandise rose by littie more than 6%
in 1981. One of the factors responsible for this more gradual growth was the much lower ise in the
unit value of imports in 1981 and, above all, the dramatic decline in the growth rate of their volume
—from 12.6% in 1980 to somewhat more than 29 in 1981 (see table 21). Similarly, unlike what
happened in 1980, when the growth of imports was very similar in the oil-exporting and
non-oil-exporting countries, in 1981 it differed widely in the two groups of countries.

The growth rate of the value of imports remained very high {17%) in the oil-exporting
countries, although it was much lower than in 1980, when purchases abroad rose by nearly 339. In
addition, this deceleration was almost totally due to the considerable moderation in the unit value
of their impores in 1981. Conversely. the volume of external purchases rose at a very high rare of
over 119 —only slightly lower than the exceprionally high rate achieved in 1980. The marked and
persistent dynamism of the imports of these councries was also shown in the fact chat during the
past few years their value rose by 1509 while their volume rose by 65%.

However, this vigotous expansion in the volume of imports of the petroleumn-exporting
economies in 1981 was entirely due to the growth in external purchases of merchandise by Mexico
and Peru, in both of which the volume of imports rose by close to 24%. In the case of Mexico, this
meant that in just four vears the impores of goods trebled in real terms while their value more than
quadrupled (see rable 24).

The growth of the volume of imports during this period was much less dynamic in Peru, in
spite of the fact that in 1981 the external purchases of that country expanded much more rapidly
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. Figure 7 fcontinued 1)
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Figure 7 {continued 2}
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Figure 7 (conciuded)
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Table 24
LATIN AMERICA: VARIATION IN IMPORTS OF GOODS FOB

1Groweh rates)

Vaulue Volume Unir value

1979 1980 1981° 1979 1980 1981" 1979 1980 981"
Latin America 25.6 315 6.2 8.2 12.6 2.2 16.0 17.6 3.9
Qil-exporting-countries 166 326 171 53 14.5 11.3 10.7 15.8 5.2
Bulivia 126  -165 -0.7 6.9  -263 -2.3 210 13.2 1.6
Ecuador 231 5.3 6.9 3.9 -6.0 -0.1 16.2 12.0 7.0
Mexico 51.8 529 249 35.8 323 223 11.8 15.4 2.1
Peru 222 56.6 5.7 9.9 39.7 24.7 11.2 12.1 0.8
Trinidad and Tobago 26.8 323 27 18.1 17.3 0.4 7.4 12.7 3.2
Venezuela 110 13.1 24 -17.0 -29. 22 7.3 16.6 1.9

Non-oil exporting =
countries 324 32.4 -1.2 11.1 10.9 -6.5 19.2 19.4 5.6
Argentina 727 559  -124 408 552 -148 217 0.3 29
Barbados 3.4 26,6 8.5 13.9 104 15 154 14.7 6.9
Beazil 31.8 27.8 -3.8 99 -08  -133 199 288 10.9
Colombia 16.9 47.5 8.3 5.9 4.4 21 10.3 0.8 6.1
Cosea Rica 198 94 -20.6 47 -9.2 247 14.4 205 5.5
Chile 45.2 30.5 19.9 18.2 4.7 18.1 228 246 1.5
El Salvador -1.3 -34 54 137 -18.7 9.5 14.3 18.8 4.6
Guatemala 97 3.1 4.6 -840 -11.9 - 18.6 19.2 4.6
Guyana 13.9 33.8 11.0 2.6 4.0 6.9 11.0 28.6 38
Harti 12.8 259 8.0 1.1 11.0 5.0 11.6 13.5 34
Honduras 19.7 220 -7.8 11.8 3.4 -12.9 7.0 18.0 5.8
Jamaica 17.7 17.7 259 6.5 9.0 20.1 10.5 294 4.8
Nicaragua 297 1322 -0.7  -387 93.4 -4.6 14.6 20.1 4.1
Panama 8.2 217 22 5.2 221 -1.7 218 243 39
Paraguay 33.6 17.0 7.3 .2 -1.3 3.2 20.1 18.5 4.0
Dominican Republic 31.9 33.6 -3.3 19.5 8.7 -8.8 10.4 229 3.8
Suriname 7.7 228 126 -11.8 0.6 8.4 220 220 3.8
Uruguay 643  43.0 <119 333 124 205 233 273 109

Source: CLEPAL, on the basis of officiat dara
“Preliminary figures.

than those of Mexico for the second year running. Because of the sharp contraction in the volume
of Peruvian imports in the period 1976-1978, their rapid growth in the following three years
basically represented a return to the real levels already achieved in the middle of the past decade,
which were not exceeded until as recently as 1981.

By contrast with the intense expansion of the real imports of Mexico and the recuperation of
those of Peru, real imports stagnated or declined slightly in the other eight petroleum-exporting
economies.

However, the most profound change occurred in the non-cil-exporting countries, where the
evolution of imports slowed down markedly in 1981 when, after two years in which their value
increased at an annual rate of nearly 32.5%, it decreased slightly in absolure terms. This downturn
was partly attributable to the considerably smaller rise in the unit value of theirexports in 1981 as a
consequence of the drop in the inflation in the industrialized countries and the much more
moderate rise in the international price of petroleum. Its main cause, however, was the sudden
reversal in the evolution of the volume of imports, which fell by 6.9% in 1981 after having grown
at an average rate of 1195 in the two preceding years (see table 21).

This downward trend in the volume of imports was due in particular to their evolution in
Argentina and Brazil, which together were responsible for nearly 60% of the total imports of
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goods by non-petroleum-exporting countries in 1980. In Argentina, where the volume of imports
had more than doubled during the rwo preceding years alone, it fell by 159% in 1981 as a result
primarily of the contraction of domestic economic activity and of the sharp and continuous
devalvations of the peso. The decline in the national product and all the measures adopted to
alleviate the external imbalance were also important causes for the drop of 13% shown in 1981 in
the volume of imports of Brazil, which had already fallen slightly in 1980.

In relative terms, however, the most marked drops in the volume of external purchases
occurred in Costa Rica and Urugunay; in Costa Rica this variable fell by nearly 259 owing to the
decline in domestic economic activity and to the fact that the effective real exchange rate nearly
doubled in 1981. In Uruguay, imports of goods fell by 219% in real terms as a consequence of the
decline in the domestic demand and of the sizeable inventories of imported merchandise which
had accumulated over the two preceding years. Slower economic growth and difficulties in making
externzl payments were also responsible for the decrease in the volume of imports in the orher
Central American countries, while slackness in economic activity caused a drastic decline in the
growth rate of the volume of imports in Colombia.

Thus, in 1981, the volume of imports of goods grew rapidly only in Chile (18%) and in
Jamaica. In the former country, their expansion was stimulated primarily by the maintenance of an
extraordinarily low exchange rate and to a lesser extent by the rapid expansion of economic
activity during the first half of the year. Jamaica, for its part, managed to increase the volume of its
external purchases by 209 because it was able to rely in a much more abundant supply of external
financing than in previous years, :

In addition, because of the much smaller rise in the international price of hydrocarbons in
1981 and also as a result of the measures adopted in many non-oil-exporting countries to concain
the increase in imports and of the loss of economic dynamism felt in the majority of them, the
growth rate of imports of crude oil and petroleum products also plunged. Their value, which had
more than doubled in the two preceding years, grew by barely 8.5% in 1981, Mareover, in seven of
the 17 countries considered here, the value of purchases of hydrocarbons declined. However, the
share of hydrocarbons in the toral value of imports continued to increase in 11 of these countries,
reaching extraordinarily high levels of berween 2095 and 25% in Nicaragua, Guaremala and
Panama; close to 33%% in Guyana, Jamaica, and the Dominican Republic and Uruguay and almost
509 in Brazil (see table 25).

(¢} The purchasing power of exports and the terms of trade

After demonstrating notable and persistent growth between 1976 and 1980, a period during
which the purchasing power of exports of goods and services rose by 625, this variable showed
almost toral stagnation in 1981 (see table 26). This happened in spite of the fact thar during this
year, as noted above, the volume of exports of goods grew by 109% thereby greatly surpassing cheir
growth the preceding year. Thus, the sole cause for the unsatisfactory growth of the purchasing
power of exports in 1981 was the deterioration of 7% in the terms of trade.

Unlike whae had occurred in the two preceding years (during which the terms of trade
improved markedly in the petroleum-exporting countries while deteriorating in the other econo-
mies of the region), in 1981 they deteriorated in both groups of countries.

However, the drop was much less substantial in the petroleum-exporting economies (-1 %)
than in the others (-129%) {see table 27).

In the latter group, the terms of trade deteriorated in all the countries with the sole exceptions
of Guyana, Paraguay, Dominican Republic and Suriname, and this deterioration came on the heals
of the drops already recorded in the three preceding years. This meant that the total deterioration
in the terms of trade since 1977 amounted to 309%, bringing this index down to the lowest level
ever recorded. In actual fact, the cerms of trade of this group of countries was such that the average
performance of this indicator during the 3-year period 1979-1981 was the same as that recorded
during the 1931-1933 wriennium, at the height of the Great Depression.



Table 25

LATIN AMERICA OIL IMPORTING COUNTRIES: IMPORTS
OF CRUDE PETROLEUM AND PETROLEUM PRODUCTS”

Miilion of dollars CIF As a percentage ot total imports CIF

1970 1973 1974 1978 1979 1980 1981" 1970 1973 1974 1978 1979 1980 19817
Toral 650 1610 5065 7161 11235 15560 16894 6.9 102 181 198 244 250 270
Argentina 39 L6 383 247 818 654 496 35 3.2 109 64 122 6.2 3.4
Barbados 6 11 3l 34 46 34 72031 63 152 109 105 104 128
Brazil 286 984 3226 4631 6932 10286 11470 100 141 228 08 350 412 476
Culombia 9 4 14 206 349 332 620 L1 04 03 73 108 112 119
Costa Rica 12 30 63 116 186 199 170 38 66 88 98 129 130 140
Chile .34 6% 246 479 889 960 930 58 63 129 160 2t 157 126
El Salvador 5 21 32 80 95 159 155 2.3 3.6 9.3 78 94 163 151
Guatemala 16 30 92 152 234 322 390 54 70 31121 156 199 227
Guyana 1l 22 45 63 an 130 138 82 116 177 233 283% 328 341
Hair 3 4 12 26 33 34 38 306 48 96 122 140 101 160
Honduras 13 26 63 74 113 170 160 6.8 99 161 06 136 168 171
Jamaica 33 71194 197 511 440 490 63 107 207 224 314 374 330
Nicaragua 12 24 6l 89 76 174 202 6.1 73 109 149 214 196 204
Panama 66 89 274 128 334 4z 382 185 182 33 22 278 180 252
Paraguay i 13 30 84 125 154 1 144 107 253 219 240 256 i85
Lominican 19 48 116 223 322 16 347 62 98 150 226 265 258 328
Republic
Uruguay 33 43 151 230 282 455 303 142 161 3030 321 240 270 315

Source: 1970 a 197% United Nations, Yearbook of International Trade Staristics, 1980 and 1981. fnrernativaal Manetary Fund,
Incernacional Financial Seatistics; Lutin American Integration Association (tALADD and CEPAL on the basis of ofivial data.
“The series cumprises the items coming under SITC (Rev. 1) and therefore excludes nacurai gas (Division 3.

Table 26

LATIN AMERICA: PURCHASING POWER OF EXPORTS
OF GOODS AND SERVICES

{1970 = 100)
. . Oil-exportin, . Non-oil-exporein
Year Latin America counﬁries" 8 countri!;(s) £
Index Variation Index Variation Index Variation

1970 : 100.0 33 100.0 -1.8 100.0 5.7
1971 99.6 -0.4 1104 10.4 97.0 -3.0
1972 109.0 9.5 109.7 -0.6 108.8 12.2
1973 132.4 215 150.0 36.7 128.1 17.7
1974 156.9 185 2895 93.0 1248 -2.6
1975 133.6 -14.8 2137 -26.2 114.3 -84
1976 144.3 8.0 2195 2.7 129.4 13.2
1977 159.1 10.2 226.5 32 150.7 16.5
1978 163.7 28 2383 5.2 152.2 1.0
1979 193.4 18.1 317.1 331 161.1 5.8
1980 216.4 119 386.9 220 163.5 1.5
1981° 2181 0.8 395.8 23 161.7 -1.1

Source: CEPAL, on the basis of official data.

“From 1970 o 1975, includes Bolivia, Ecuador, Trinidad and Tobago and Venezuela; from 1976 on, includes aiso Mexico
and Peru.

*From 1976 on, exciudes Mexico and Peru.

“Preliminary figures.
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On the other hand, in the oil-exporting countries, the terms-of-trade index reached a very
high level (caly in 1980 was it slighcly higher), which was five times as high as the level reached by
the other economies of the region (see table 27). '

Table 27
LATIN AMERICA: TERMS OF TRADE (GOODS)

{1970 = 100
. . Oil-exportin Non-oil-exportin
Year Latin America counFt,:-)ies" s COuntri‘::g 8
Index Variation Index Variation Index Variation

1970 100.0 3.3 100.0 -1.7 100.0 4.6
1971 97.0 3.0 1124 12.4 928 -7.2
1972 99.8 29 1103 -1.9 97.1 47
1973 113.2 134 139.9 269 107.2 10.3
1974 130.7 154 306.3 119.0 99.3 7.3
1975 114.7 -12.2 284.1 7.3 88.4 -11.0
1976 1189 37 2889 L7 93 4 5.6
1977 126.4 6.3 201.2 0.8 102.9 10.2
1978 113.9 -9.9 2575 -11.6 92.7 -9.9
1979 1189 4.4 3118 21.1 86.7 -6.5
1980 124.8 49 367.6 179 82.1 -5.3
1981° 116.0 7.0 363.2 -1.2 725 -11.6

Source: CEPAL, on the basis of official data.

“From 1970 ta 1975, includes, Bolivia, Ecuador, Trinidad and Tobago and Venezuela; from 1976 on, includes also Mexico
and Peru.

*From 1976 on, excludes Mexico and Peru.

“Preliminary figures.

As a consequence of the drop in the terms of trade and in spite of the impressive growth in
the volume of their exports, the purchasing power of the exports of the non-petroleum-exporting
countries fell for the first time since 1975, In the petroleum-expaorting countries, on the other
hand, the purchasing power of external purchases increased slightly. However, not only was this
the smaller increase in the past six years but it was due primarily ro the substanzial growth shawn
by the purchasing power of exports of Mexico. [n the other five countries in this group, this
varizble fell by between 5% in Ecuador and Venezuela and 25% in Peru.

2. The balance of payments

{a) The current account

As a result of the slightly bigger increase in the value of exports of goods (6.99%) than in the
value of imports (6.24%), the deficit in merchandise trade showed a mioderate drop in 1980.
However, since at the same time ner payments for non-factor services rose by close t0 2092, Latin |
America’s trade deficit rose again, from US$ 10 750 million in 1980 to USS 11 900 million in 1981
{see table 28).

As in past years, these global changes were due to the conflicting trends in the growth of the
foreign trade of che six petroleum-exporting countries and that of the other economies of the
region,

In the non-petroleum-exporting countries, the negartive balance of trade in goods was reduced
by 35% because of the determined efforts they made to contain the growth of their imports (which
declined by 1% in value and 6.5% in volume) and to increase their exports, whose value rose by
5% thanks to the exceptional expansion of 129 in their volume and in spite of the decline in the
prices of nearly all the export commodities. Since at the same time the non-petroleum-exporting
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Table 28
LATIN AMERICA: TRADE BALANCE

(Millions of dollars)

Export of Import of Merchandise Net services Trade
goods FOB goods FOB trade balance paymems'J balance

1970 1980 1981° 1979 1980 19§1° 1979 1980 1981 1979  tuso  1981° 1979 1980  1981°

Latin America 70910 91 973 98 322 70 411 93 285 99 033 499 .1 312 12 6453 9441 1E 172 -5 950 -10 752 -11 877
Qil-exporting countries 31561 45185 4908] 28328 37572 44010 3233 7613 5071 2680 4181 6124 553 3432 1056
Bolivia 762 942 909 815 68O 673 -33 262 234 176 175 184 -229 87 50
Ecuador 2170 2510 2568 2097 2207 2359 73 303 209 353 540 493 -280 =237 -283
Mexica 9102 16241 19837 12132 18551 23166 -2831 -2310 -3329 -1102 -194 1093 -1729 -2116 -4422
Peru 3519 3899 3218 1955 3062 3849 1564 #37 -631 3% 74 304 1599 763 -937
Trinidad and Tobago 1649 2536 2468 1325 1753 1381 324 783 887 67 120 90 258 663 797
Venezuela 14159 19057 20080 10004 11318 12380 4155 7739 7700 3221 3466 3960 934 4273 3740
Non-oil-exporting counttivs 30 340 46 788 49241 42 083 55783 55023 234 8925 5782 3773 5260 5048 -6503 -14 184 -10 821
Argentina 780 8022 9145 6026 9395 8232 1784 -1373 913 1431 1894 1667 353 -3 267 -751
Barbados 132 189 175 379 419 520 -247 -291 -345 =203 -251 250 -45 -40 9%
Brazil 15 244 20132 23276 17061 224955 22080 2717 2823 1196 2316 3121 2839 -5036 -5944 -1 641
Colombia 3307 4092 3127 2996 4420 4789 510 -328 -1 661 -136 154 64 646 -482  -172%
Costa Rica 942 1001 1030 1257 1375 1092 =305 -374 -62 109 88 37 -425 -461 -08
Chile 3835 4705 3960 4190 5469 65%9 -355 -764 -2 599 264 391 #88 619 -115% -3 486
El Salvador 1224 969 792 939 907 458 286 62 -66 130 102 103 156 -40 -169
Guatemnala 1221 1520 1 304 | 402 1473 19540 -180 47 -236 139 262 Atz -320 214 -548
Guyana 293 389 346 289 386 429 4 3 -83 53 87 76 -49 -84 -159
Haiti 138 212 170 234 295 320 -96 -83 -150 39 62 63 -133 -145 2215
Honduras 750 83 820 783 956 881 -33 -121 -61 65 76 75 -02 -198 -136
Jamuaica 818 965 980 B83 1039 1308 -63 -74 -328 -48 -72 -40 -17 -2 -288
Nicaragus 616 451 500 389 903 897 227 -452 -397 67 71 §2 160 -323 -479
Panama 334 373 339 1105 1345 1374 771 971 <1035 -532 -884 -857 -239 K8 -178
Paraguay 385 400 400 377 675 725 -193 2273 -325 -8 -47 =21 185 -228 =304
Dominican Republic 869 962 1188 1138 . 1520 I 439 =269 -558 =251 81 90 21 -349 -647 272
Suriname 444 514 474 370 454 511 74 60 -37 77 19 100 -3 -49 -137
Uruguay 788 1059 1219 1166 1668 1470 -378 -610 -25% -72 8 -113 -306 -618 -142

Source: CEPAL, on the basis of official data,
“Preliminacy figurcs
*Excluding net paymenes of profits and interest.



Table 29
LATIN AMERICA: BALANCE OF PAYMENTS

(Millions of dollars)

Trade Net payments of- Balance on Balance on Overall
balance profits and interest currear account® capita} account” balance?

979 1980 1981° 1979 1980 1981 1979 1980 1981° 1979 1980 1981 1979 1980 1981"

Latin America -5950 -10752 -11 877 14275 18374 27358 -19797 -28 699 -38 786 26 203 27 158 39233 6 406 -1 542 447
Oil-exporting countries 553 3432 105 5874 TI59 10091 5594 -4035 -11458 B370 6302 14495 2776 2267 3037
Bolivia -229 87 30 181 261 320 -399 -166 -257 418 19 268 19 -147 11
Levador -2800 237 -283 356 333 833 -635 772 -1116 679 1042 746 44 270 -371
Mexico 1729 216 4422 3973 5736 8699 5570 772) -J2997 5886 BG27 b4 043 36 onG 1 086
Peru 1599 763 937 936 833 850 663 72 -1 786 414 726 1097 1076 633 -689
Trinidad and Tobugo 258 663 797 254 200 130 -24 433 637 368 200 -83 344 633 535
Venezuela 934 4273 3740 177 407 -740 371 4263 4060 606 4311 -1615 977 -48 2 445
Naon-oil-exporting countries -6 503 -14 184 -10821 8401 11215 17267 -14 203 -24 664 -27 328 17 834 20855 24 738 3630 -3 809 -2590
Argentina 353 3267 -751 923 1531 3303 535 4774 -4057 4760 2176 864 4225 -2598 -3193
Barbados -45 -40 95 11 8 10 -39 -27 -84 52 46 105 13 19 21
Brazil -3036 -5944 -1641 5461 7032 10290 -10482 -12 848 -11 739 7583 9379 12360 -2900 -3 469 621
Culombia 646 -482 1725 256 260 334 490 644 -1969 969 1702 2393 1459 1058 423
Costa Rica -42% 46} 98 146 216 303 554 658 -374 436 749 325 119 9 -30
Chile -619 -1 155 -3 486 676 929 1428 -1205 -2024 -4869 2261 3344 5008 1056 1320 139
El Salvador 156 -40 -169 78 24 86 123 -117 -239 257 43 197 -134 -75 -43
CGuatemala -320 -214 -548 13 59 103 -209 -165 -562 172 -86 146 -37 -251 -416
Guyana -49 -84 -139 34 43 57 -83 -126 <214 26 84 204 -57 -43 -10
Haiti -133 -145 -215 13 14 13 -117 -133 -183 132 103 135 15 -29 -50
Honduras -92 -198 -136 120 144 17 -205 2334 .29 225 256 219 20 -78 -77
Jamaica -17 -2 -288 203 265 245 -150 -186 438 -16 225 248 -165 3% 19
Nicaragua 150 -523  -479 72 89 93 90 -611 -571 -85 499 682 5 -112 11}
Panama -239 -88 -178 81 145 181 -357 =286 422 . 330 297 441 -27 1 20
Paraguay -185 -228  -304 28 59 85 -210 -284 -387 372 436 427 162 152 40
Dominican Republic <349 647 272 188 210 295 -360 -675 -378 338 708 416 -3 33 38
Suriname -3 -49 -137 41 16 -14 -37 -58 -119 64 84 109 27 26 -10
Uruguay 306 618 -142 58 100 286 -363 7160 427 453 811 462 91 95 35

Source: CEPAL, un the basis of olficial data.

“Pretiminary figures.

hlm‘luding net private tranfers payments.

“Including fong- and shart-rerm capital, official cransfer payments and ecruss or omissions
“Corresponds 1o variation in internacional reserves, including counterpart irems.



countries managed to reduce their net payments for services slightly, their trade deficic was
reduced from nearly US$ 14.2 billion in 1980 to US$ 10.8 billion in 1981.

In the petroleum-exporting countries, the balance of crade showed a very different pattern of
growth in that the surplus of US$ 3.4 billion generated in 1980 was replaced in 1981 by a negative
balance of somewhat more than USS 1 billion. This downcurn was due partly to the much more
rapid expansion in this group of countries in the value of impurts of merchandise (174%) than in
exports (99%) and also to the considerable increase also shown in net payments for services.

As in 1980, the increase in Latin America’s crade deficit was accompanied by che very
intensive growth of net payments of profits and interests. Mainiy as a consequence of the
appreciable rise in the interest rates in che international financial markets for the fourth year
ruaning and the increase in the external debt of Latin America, these disbursements, which had
already risen by USS$ 4 billion in 1980, increased by USS$ 9 billion in 1981, Thus, they reached the
unprecedented amount of US$ 27.3 billion, nearly double the amount recorded only two vears
previously and well over double the value of the deficit in trade in goods and services recorded in
1981 (see table 29).

In the non-oil-exporting countries, where these financiai remittances grew with purricular
intensity, their toral more than offser the effects of the adjustment made in the real sphere by
expanding exports and containing imports. Because of this, the deficit in the balance of payments
on current account rase from close to US3 24.7 billion in 1980 ro USS 27.3 hillion in 1981.

As for the petroleum-exporting economies, the fact thar their payments of profits and
interests were higher reinforced the consequences of the downrturn showa tn trade in goods and
services, with the resule that the negative balance un current account nearly trebled, rising from
USS$ 4 billion in 1980 to US3 115 billion in 1981,

As a result of these changes and in spite of the big efforts made by many of the non-oil-
exporting countries t reduce the imbalance in their foreign trade, Latin America’s deficit on
current account showed an unprecedented increase, which brought it to a historic maximum of
US$ 39 billion —45% higher than the negative balance in 1980.

Because of this enoemous growth in the deticit on current account, in 1981 rhere was aiso a
marked increase in the difference between this deficic and the value of exports of goods and
services. This coefficient, which fluctuated berween 20% and 289 berween 1976 and 1978, rose to
nearly 33% in 1981 thereby slightly exceeding the level recorded in 1975 at the end of the
international recession in the middle of the past decade (see table 30).

In absolute terms the largest deficic was thar of Mexico. This deficit, which was caused by the
doubling of the negarive external rrade balance and by the marked increase in net payments of
interests and profits, rose to US§ 13 biliion, thereby exceeding the deficit recorded in 1980 by 68%,
On the other hand, the negative balance of Brazil's transactions, which had been the highest in
Latin America the preceding year, fell from US$ 12.8 billion in 1980 o US$ 11.7 billion tn 1981.
This change came as a result, peimarily, of the upturn in the balance of trade in goods, which, after
showing a deficit of USS 2.8 billion in 1980, generated a surplus of US3S 1.2 billivn in 1981, The
same thing happened in Aréentim where the replacement of a negative balance of trade in
merchandise of close to USS 1.4 billion in 1980 by a 9urptuq of over US$ 950 million in 1981
reduced the deficit on current account by USS 700 million, in spite of the face thatac the same rime
net payments of interests and profits more than doubled (sce cable 29).

By comparison wirh the value of exports of goods and services, the most negarive resules
were, however, recorded by Nicaragua, Chile, Haiti and Paraguay. 1n the first of these countries,
the deficit on current account exceeded the total value of exports for the second vear running, whife
in Chile it amounted to nearly 90% of the external sales of goods und services and was over twice as
high as the deficit recorded the preceding year.

The relative magnitude of the deficit on current account was also high, although considerably
lower, in Brazil, Mexico, Colombia and Peru, countries in all of which it was the equivalenc of close
o 409 of the value of exports. However, whereas in Brazil this figure was much lower than that
recarded the preceding year, in Mexico and, above all, in Colombia and Peru, it was considerably
higher (see table 30}

45



Table 30
LATIN AMERICA: RELATION BETWEEN THE BALANCE OF
PAYMENTS DEFICIT ON CURRENT ACCOUNT AND THE VALUE
OF EXPORTS OF GOODS AND SERVICES”

{Percenrages)

1971 1972 1973 1974 1979 1976 1977 1978 1979 1980 1981

Latin America 25.2 201 11.9 157 319 225 197 282 229 258 32.7

Oil-exporting

countries 15.3  14.2 7.0 -11.5 177 19.7 260 38.0 14.2 7.3 197
Bolivia 3.7 55 0.7 -213 288 103 188 902 466 159 252
Ecuador 619 233 1.9 -L.7 215 2.1 237 429 261 272 385
Mexico 281 257 309 478 671 502 240 303 369 329 455
Peru 6.5 56 224 408 932 715 458 102 -162 1.6 449
Trinidad and Tobago 422 266 5.1 239 .230 -157 -195 -3.3 1.2 -14.5 -7.5
Venezuela 0.3 28 -175 -s01 -235 .33 308 3581 25 213 -194

Non-oil-exportin py

oumtaies porung 299 234 187 427 507 316 183 227 289 384 456
Argentina 18.4 96 -18.9 26 368 -14.2 -196 -24.6 58 483 374
Barbados 349 382 383 270 2001 330 216 105 2.1 49 154
Brazil . 504 392 324 874 743 604 393 3515 626 588 460
Colombia 495 17.7 50 206 3.9 6.9 -126 -7.4 -108 128 468
Costa Rica 41.2 299 269 499 365 289 234 361 S05 349 307
Chile 178 483 197 129 271 .55 218 378 261 339 884
El Salvador 5.7 27 115 263 160 22 -19 252 91 106 256
Guatemala 14.2 26 1.6 145 83 8.1 28 209 142 95 3835
Guyana 47 9.3 414 13 62 481 322 73 0267 308 583
Hairi 2.7 1.7 132 363% 381 37.1 403 397 528 457 725
Honduras 123 6.8 129 37.0 363 252 240 247 245 359 322
Jamaica 322 326 406 84 274 349 49 55 128 136 310
Nicaragua 213 60 303 6L6 442 77 267 47 -134 1214 1043
Panama 259 309 297 372 251 278 230 294 362 179 266
Paraguay 28.8 87 130 263 383 297 152 272 409 501 689
Dominican
Republic 450 118 192 332 7.7 158 142 381 317 531 249
Suriname 10.9 90 14.2 73 147 72 204 5.9 7.2 95 21.1
Uruguay 287 -135 .44 273 359 118 212 145 304 469 225

Source: CEPAL, on the basis of official figures.
“Negarive figures indicate balance-of-payments surplus on current account,
Preliminary figures.

The general trend in the direction of a greater external imbalance was also reflected in the fact
thac in 1981 the deficit on current account was not lower than 20% of the value of the exports of
any economy of the region, with the soie exception of Barbadas (15%) and Venezuela and
Trinidad and Tobago, which, as in 1980, were the only countries which achieved surpluses in their
CULrent transactions,

(b) The capital daccount

In 1980 the net inflow of capiral in Latin America stepped up vigorously. Having increased
strongly and persistently throughour the 1970s buc having risen by anly somewhac more than 3%
in 1980, it grew by 439 in 1981, reaching the unprecedented amount of over US$ 39.2 billion. Not
only was the increase in the inflow of loans and investments intense, it was also generalized,
occurring in rwo-thirds of the countries under consideration and in the petroleum-exporting
economies as well as in the other countries of the region (see table 29),

The largest amount of net external resources was received by Mexico, which in 1981 caprured
fuads valued ar nearly US$ 14.1 billion. Not only was this 63 % more than the amount received the
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preceding year, it was also higher than the close 1o US$ 12.4 billion received in 1981 by Brazil,
which up to the preceding year, had been the economy towards which the heaviest flow of loans
and investments had normally been directed. The net inflow of capital also increased very
intensively in Chile, Colombia and Peru. In the first of those countries, capital resources rose for
the second year running by 50%, amounting to over US$ 5 billion. The relative increase in the net
inflow of capital was similar in Peru, alchough its absolute value (US$ 1.1 billion; was much lower
than in Chile. Although the inflow showed somewhat slower growth inColombia, it was still very
high (409, the ner amount of the loans and investments received coming close to US$ 2.4 i billion.

On the other hand, the flow of external resources declined by nearly 30% in Ecuador, by over
40% in Uruguay and by close to 609 in Costa Rica and Argentina, the latter two countries having
suffered large-scale recessions in 1981.

As a consequence of the much greater volume of excernal financing received and in spite of
the marked increase recorded in the deficit on current account, the balance of payments for the
region as a whole experienced a downturn of US$ 2 billion. After having closed i 1980 with a
deficit of close to US$ 1 550 million, a small surplus of US$ 450 million was generated in 1981,
This surpius was, however, much smaller than the surpluses yielded throughout the 1970s and was
even smaller than the surpius of US3 600 million achieved in 1975 ac the end of the previous
recession in the world economy.

Moreover, the transition from a deficit situation in 1980 to a surplus in 1981 was first and
foremost due to the profound changes in the results of the balance of payments in Venezuela and
Brazil. In the latter country, the negative balance of close to USS 3.5 billion recorded in 1980 was
converted into a surplus of somewhat more than USS 600 million in 1981 as a result of the
aforementioned reversal in rrade in goods and of the fact that many more foreign resources were
captured. Venezuela, whose balance of payments had closed with a small deficit in 1980 because of
a very substantial net outflow of capital, achieved a surplus in 1981 amounting to close to US$2.5
billion. During 1981, Bolivia and Nicaragua also managed to effect a reversal in their negative
balances of the previous year, and Mexico, Barbados, Panama and the Dommxcan Republic
increased their surpluses slightly (see table 29)

However, in the majority of the economies of the region, the year 1981 was one in which the
balance-of-payments situation deteriorated. This deterioration was especially marked in Peru,
Chile, Colombia, Ecuador and Argentina. In the first of these countries, the surplus of US$ 650
million achteved in 1980 was converted into a deficit of nearly US$ 700 million, owing to the
combined effect of the sharp drop in the value of exports (-189% ) and of another and even greater
increase in the value of imports (269% ). For its part, Chile, which in 1980 had obtained the highest
surplus in the balance of payments in the region, saw that surplus decline from over US$ 1.3
billion in that year to only US$ 140 million in 1981, owing primarily to the sharp rise in imports
and to the marked growth of net payments of interest. For its part, Colombia, whose balance-of-
payments surplus of over US$ 1 billion was the second highest in the region in 1980, achieved a
surplus of little more than U38 400 million in 1981. As in Chiie, this reduction occurred in spite of
the fact that in 1981 the net inflow of capital rose considerably and was due primarily to the
marked drop in the value of exports (-24%). The worsening in the balance-of-payments situation
was even more notable in Ecuador, whose tnternational transactions resuleed in a deficit for the
first time since 1975, in an amount which, moreover, was very high, and in Argentina, where the
dramatic fall in the net intake of external resources resulted in an increase in the balance-of-
payments deficic, which rose from US$ 2.6 bitlion in 1980 to nearly US$ 3.2 billien in 1981,

During 1981, jarge balance-of-payments deficits in addition to those recorded in Argentina,
Peru and Ecuader, were reported by Guatemala (in the unprecedented amount of over US$ 400
million}, Jamaica, which had obtained a small surplus in 1980, and Honduras, which fot the second
year runaing had a negative balance of close to US$ 80 million.
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(€ International reserves

Despite the fact that, as hus been mentioned above, the vear closed with a small surplus on
Lacin America’s balance of payments, the value of official mcernational reserves dropped by 9% in
1981. This decline. which may be attributed mainly to the deciine thar year of the international
price of gold, also affected the great majoricy of the economies of the region. Only the Bahamas,
Barbados. Brazii, Mexico. Paraguay, the Dominican Republic, Suriname and Trinidad and Tobago
managed to increase their reserves in 1981, whereas reserves declined in all the other Latin
American countries (see table 31}

Table 31

LATIN AMERICA: EVOLUTICN OF OFFICIAL
INTERNATIONAL RESERVES*

{Millions of dollars)

End-year balances Growth rates
1973 1975 1979 1980 1981 1979 1980 1981

Latin America 15544 21321 48772 536653 51454 26.8 16.2 -9.2

Qil-exporting countries 5613 14018 18133 24703 24 641 374 36.2 0.3
Bolivia 73 190 367 487 410 335 327 -158
Ecuador 248 314 849 1265 852 18.7 490 326
Mexico 1611 1973 2544 4213 5111 333 65.6 213
Peru 607 587 1384 2355 1465 4536 702 -378
Trinidad and Tobago 47 751 2155 2813 3370 189 30.5 198
Venezuela 3027 10203 10834 13570 13433 3l5 253 -1.0

Non-oil-exporting countries 9931 7303 30639 31950 26813 212 43 -16.1
Argearina 1328 638 10728 9375 5276 852 126 437
Bahamas 43 53 83 92 100 38.3 10.8 8.7
Barbados 32 40 55 76 100 5.8 38.2 31.6
Brazii 6489 4194 9487 6912 7 613 -21.8 -27.1 10.1
Colombia 558 656 4555 6525 6289 65.9 43.2 -3.6
Costa Rica 54 24 88 142 41 -50.3 614 -7l
Chile i6l -121 2226 4036 3 947 120.0 81.3 -2.2
El Salvador 88 164 296 385 265 -189 30.1 -31.2
Guatemala 239 363 856 762 279 1.7 -11.0 -63.4
Guyana 9 101 -35 -73 -79
Haii 17 -1 16 2 -3 68.0 -87.5
Honduras 42 78 21% 145 70 139 -31.9 51.7
Jamaica 111 111 -288 -204 -385
Nicaragua 103 107 7 -86.9
Panama 42 13 81 98 26 -16.3 21.0 -73.5
Paraguay 57 115 620 783 822 125 263 5.0
Dominican Republic 92 127 150 233 262 190 333 12.4
Suriname 70 115 186 222 232 31.0 19.4 4.5
Uruguay 396 526 1315 2439 1 960 328 85.5 -12.8°

Source: International Monetary Fund. International Financial Statistics, Augusc 1982.

“Plus monetary golds valued ar London prices per refined ounce minus the use of IMF credic.
*Prices ar end of June.

“Variation from june 1980.

The decline especially marked in the Central American countries, in most of which official
reserves at the end of 1981 were not sufficient to finance even one month's worth of imports of
goods and services, The decline was also very sharp in Argentina —where reserves dropped for the
second year in a row— and in Peru and Ecuador. Nevertheless, because Argentina had accumulaced
a substantial amaount of resecves between 1977 and 1979, at the end of 1981 it had enough to pay
for almost six months’ worth of imports. This ratio was surpassed only by Trinidad and Tobagn.
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which had sufficient reserves to finance almost 17 months’ worth of imports: Colombia and
Uruguay, which had reserves equivalent to one year's worth of imports; and Paraguay and
Venezuela, whose monetary authorities had international assets enough to cover 909 and 80%
respectively of their imports (see table 32).

Table 32

LATIN AMERICA: RELATION BETWEEN OFFICIAL INTERNATIONAL
RESERVES AND IMPORTS OF GOODS AND SERVICES

1973 1975 1976 1977 1978 1979 1980  1981°

Latin America 0.51 0.40 0.43 0.46 0.52 0.52 0.46 0.38

Oil-exporting countries 0.49 0.65 0.54 0.50 0.40 0.46 0.48 0.40
Bolivia (.27 0.31 0.31 0.39 0.29 0.34 0.51 0.42
Ecuador 0.49 0.24 0.39 0.38 033 0.32 043 0.27
Mexico 0.31 0.23 0.12 0.18 0.17 0.15 0.16 0.15
Peru 0.41 0.19 0.09 G.11 .12 0.55 0.61 0.30
Trinidad and Tobago 0.09 0.88 1.01 1.28 1.28 1.18 1.21 1.39
Venezuela .90 1.44 1.03 0.72 0.55 077 0.86 0.78

Non-oil-exporting countries  0.51 0.23 0.35 0.43 0.61 0.56 0.44 0.37
Argentina 0.51 Q.15 0.40 0.70 115 1.21 0.71 0.45
Bahamas 0.08 0.11 0.09 0.12 0.09 0.10 0.09 0.09
Barbados 0.16 0.16 0.10 0.09 0.14 0.12 0.13 0.15
Brazil 0.83 0.29 0.44 0.50 0.73 0.44 0.25 0.28
Colombia 039 0.32 0.55% 0.73 0.80 L.16 1.18 . 1.02
Costa Rica .11 0.05 .08 0.16 0.14 0.06 0.09 0.03
Chile 010 -0.06 0.05 0.09 0.28 0.42 0.57 0.44
El Salvader 0.20 0.24 0.27 0.20 0.30 0.24 0.32 0.23
Guatemala 0.46 0.42 0.46 0.52 051 0.48 0.39 0.13
Guyana 0.04 0.27 0.02 0.01 0.06 -0.10 -0.15 -0.15
Hairi .18 -0.01 0.06 0.05 0.16 0.04 - -0.01
Honduras 0.14 .17 Q.22 0.27 0.24 0.23 0.13 0.07
Jamaica 0.14 0.08 -0.04 -0.06 -0.12 -0.23 -0.14 -0.22
Nicaragua 0.26 0.18 0.23 0.18 0.08 0.01
Panama 0.07 0.01 0.03 6.02 0.09 .06 006 o001
Paraguay 0.36 0.41 0.52 0.62 1.04 0.84 0.93 0.89
Doemunican Republic 0.16 0.13 0.11 0.14 0.11 0.10 0.12 0.15
Suriname 0.35 0.32 0.36 0.26 0.30 0.36 0.34 0.32
Uruguay 1.08 0.78 0.66 0.78 1.02 0.87 1.14 0.96

Source: CEPAL, on the basis of table 29 and official data.
“Preliminary figures.

For the region as a whale, the ratio berween roral international reserves and the value of
imports decreased for the second year in a row and dropped in 1981 t0 38%a figure which iseven
lower chan the one recorded in 1979, when the international crisis of the mid-1970s reached its
peak. The coefficient was even lower in the two largest economies of the region: in Brazil it was
only 28%, whereas in Mexico it was only 1596, which meant that at the end of 1981 Mexico's
reserves would noc finance two months’ worth of imports.
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3. The external debt!

In 1981, the increased disequilibrium in the balance-of-payments current account was accompan-
ted by an acceleration of the rate of external indebtedness. Indeed, the pubdic external debt'
increased by somewhart over 21%%, after its growth rate had declined from 30% in 1978 w0 18% in
1979 and 12% in 1980. Thus, the toral public external debt was almost USS 130 mullien at the end
of the year (see table 33).

Table 33
LATIN AMERICA: DISBURSED EXTERNAL PUBLIC DEBT*

end-vear balance in millions of dollars Growth rates
1973 1975 1979 1980 1981° 1979 1980 1981

Latin America 26974 44051 110079 123580 49830 18.3 123 21,2
Oil-exporting countries 9683 17239 49235 5585 73340 105 134 313
Bolivia 632 799 1 828 2124 2540 10.9 16.2 19.6
Ecuador 332 458 2104 2671 4 200 32.5 269 57.2
Mexico 5585 11540 29174 33490 48000 138 148 433
Peru 1 442 3021 5922 6204 G 430 2.6 4.8 40
Trinidad and Tabago 151 159 422 494 550 1.0 17.1 11.3
Venezuela 1 541 1 262 9805 10867 11600 42.2 10.8 6.7
Non-oil-exporting countries 17291 26812 60824 67738 7649 -25.1 114 129
Argentina 2783 3121 8742 10285 13900 285 17.7 35.1
Brazil 7484 13700 35478 38260 41000 17.2 7.8 7.2
Colombia 1 914 2 348 3425 4 294 4950 222 254 15.3
Costa Rica 249 421 1274 1585 2 070 34.8 24.4 0.6
Chile 2 812 3731 4 977 4 885 4 380 9.2 -1.8 6.2
El Salvador 107 196 405 509 680 213 257 336
Guatemala 112 164 482 541 710 296 122 31.2
Guyana 163 291 468 519 620 93 109 195
Hairi 4] 57 208 249 280 20.9 19.7 124
Honduras 134 264 751 892 1020 262 i8.8 143
Jamatca 349 690 1 143 1299 1 160 8.2 136 -107
Nicaragua 334 598 1106 1496 2040 151 3353 364
Paraguay 146 189 561 667 770 228 189 154
Dominican Republic 314 411 864 1 186G 1 260 18.2 373 6.2
Suriname - 7 30” 30° 30 .32 - -
Urugnay 347 618 910 1 041 1 420 id6 144 364

Source: CEPAL, on the basis of World Bank, External medium- and long-term public debt: Past and projected amounts
curstanding, transactions and payments, 1956-1976, 4 December 1967, World debr tables, 20 October 1978,
Vol. I "External public debt of developing countries and rerritories”, World debt tables, December 1981; Inter-
American Development Bank, External public debt of the Latin American countries, July 1981,

“The disbursed externat public debt consists of all the commitmentes actually drawn by public entities or guaranteed by
them, payable to non-residents in foreign currency and having an original or subsequently extended term of more than
one year.

PCEPAL, provisional estimates.

"Because of the diversity of sources of informacion used, the figures on external indebredness considered in chis
section will nut necessarily coincide with those appearing in the chupters on the economic evolution of individual councries
in the sccond part of this Sarrey.

#This includes the public external debe itself and State-guaranteed private debt.



As in the two preceding years, the relative increase in the non-guaranteed debr was even
sharper, so that che gross global external debr disbursed increased more rapidly (259) than the
public external debe. Thus. for the fourch year ina row, gross indebredness increased by more than
2049 and, by the end of 1981, amounted to approximately USS 257 billion, almost double the total
recorded only three years before (see table 34), '

Table 34
LATIN AMERICA‘: GROSS GLOBAL DISBURSED EXTERNAL DEBT’

End year balance, in millions of dollars Growth rates
1973° 19757 1979 1980  1981° 1979 1980 1981°

Latin America’ 42300 69093 167321 205275 257000 254 227 252
Oil-exporting countries 14 410 26385 74804 92496 121150 274 237 3.0
Bolivia 630 784 2 385 2442 2800 248 55 147
Ecuador 420 585 3754 4798 6400 148 278 334
Mexico 8200 17014 37746 50216 73700 268 330 468
Peru 1 900 3 924 7116 7901 8500 42 110 7.6
Trinidad and Tobago 160 170 525 643 850 300 229 318
Venezuela 3 100 3908 23078 26494 28900 409 148 91
Non-oil-exporting countries 24 640 37576 91877 111746 134840 242 21.6 20.7
Argentina 5 100 5760 18299 243543 30800 637 341 255
Brazil 11000 20091 48991 357262 68000 137 169 188
Colombia 2900 3 593 5 935 7310 8200 333 232 122
Costa Rica 270 462 1 690 2124 2600 344 257 224
Chile 3 100 4 072 7 491 9 544 12400 269 274 299
El Salvador 130 247 798 846 1000 09 60 182
Guatemala 190 277 983 1120 1150 260 139 2.7
Guyana 170 - 263 527 565 630 921 72 150
Haiti 50 66 226 269 300 242 190 115
Honduras 170 341 1130 1 303 1450 231 153 113
Jamaica 350 657 1320 1388 1200 110 2.2 -133
Nicaragua 340 493 1453 1 660 2 200 23 142 325
Paraguay 160 207 727 919 1150 412 264 251
Daminican Republic 320 398 1170 1 548 1800 233 323 163
Suriname - 17 110 34 40 571 691 176
Uruguay 390 686 1027 1311 1900 248 277 449

Source: CEPAL, on the basis of World Bank, "External public debt of developing countries”, World Debt Tables, 15 de
November 1980, Yol. 1 and World Debt Tables, Diecember 1981; Bank for International Settlements, Press
review, N2 39, July 1976 and N2 79, April 1977; The maturity distribution of international bank lending, July
1978, July 1979, July 1980 {revised versions}, July 1981 and July 1982,

?Excludes Bahamas, Barbados and Pznama because they are internarional financial cencres,

®1n addition to public and State-guaranteed privace external debr, includes unguaranteed fong- and short-term debr wich

financial institutions supplying data tu the Bank for International Sertlements. Does not include suppliers’ credit without
official guarantees or the debt with che International Monetary Fund.
Provisional esrimares by CEPAL.
“Dara From the Bank for International Sertlements for 1973, is not covered as fully as for 1978, 1980 and 1981
“Outstanding claims by commescial banks against the region which cannot be classified by country

Moreover, and contrary to what happened in 1979 and 1980, in 1981 the rate of growth of
gross indebtedness was considerably higher than the value of exports of goods and services.
Consequently, the ratio between debts and exports rose heavily, to a record of almost 2.2, a
coefficient thar is 509% higher than it was in 1973, the year preceding the first oil crisis™ {see
table 35). Moreover, since Latin America's international reserves dropped in 1981, the net global

This refers 1o gross global external debt less official international reserves.
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Table 35

LATIN AMERICA"; RELATION BETWEEN GROSS GLOBAL DISBURSED EXTERNAL DEBT
AND EXPORTS OF GOODS AND SERVICES

1973 1975 1976 1977 1978 1979 1980  1981°

Latin America’ 1.4 1.58 1.80 1.79 2.07 1.96 1.87 2.18

Oil-exporting ) '

countries’ 1.64 1.95 2.16 1.88 1.68 2.02
Bolivia 22 1.61 1.59 2.34 295 3.02 2.34 2.79
Ecuador 0.7 0.53 0.62 1.35 192 1.54 1.69 219
Mexico 1.7 2.73 3.11 3.24 270 2.46 2.12 2.36
Peru 14 2.32 270 2.84 2.85 1.74 1.70 2.14
Trinidad and Tobago 03 0.14 0.09 0.19 026 0.25 022 0.43
Venezuela 0.6 0.42 0.73 1.06 1.67 1.54 1.33 1.38

Non-oil-exporting

countries® 1.67 1.67 1.98 2.01 2.05 2.34
Argentina 1.4 1.63 1.32 1.19 1.49 1.98 2.47 2.83
Brazil 1.6 2.1¢ 249 250 3.11 2.93 2.62 2.66
Colombia 1.9 1.66 1.33 1.14 1.13 1.31 1.45 1.96
Costa Rica 0.7 0.78 0.82 1.03 1.25 1.54 1.78 217
Chile 21 2.22 1.82 1.78 201 1.62 1.60 2.26
El Salvador 03 0.42 0.36 0.49 0.80 0.57 0.74 1.04
Guaremala 04 0.35 0.38 0.45 0.60 0.67 0.64 0.78
Guyana 11 071 1.13 1.48 1.54 1.69 1.38 1.81
Haidi 0.7 0.62 0.65 0.74 0.86 1.02 0.93 1.26
Honduras 0.6 0.99 1.02 1.24 1.33 1.36 1.40 1.56
Jamaica 0.6 0.60 0.96 1.15 1.03 1.09 098 0.80
Nicaragua 1.1 1.10 1.09 1.80 1.96 2.15 325 77 394
Paraguay 1.1 0.91 1.09 0.81. 1.09 1.32 1.49 1.87
Rompie™ 06 039 059 08 115 103 122 . 117
Suriname - 0.05 0.03 0.03 0.15 0.21 0.06 0.07

Uruguay : 1.0 1.25 1.04 1.06 0.90 0.86 08 = LlO

Source: CEPAL, on the basis of official data.
"Excludes Bahamas, Barbados and Panama because they are international financial centres.

*Provisional estimates by CEPAL.

“The total debe includes unclaimed setcterents of commercial banks agamst the region which cannot be classified by
) country especaally for the period 1973-1976.

“The indexes prior 1o 1976 are not given since Mexico and Peru did not become petroleum exporters until 1976,

external debrt disbursed increased at the exceptionally high rare of over 384, which is well over the
already high rate of the two preceding years (see table 36).

In 1981, on the other hand, the growth of short-term indebtedness with commercial banks
slowed down somewhar after having increased at an unusually high rate of around 50% in both
1979 and 1980. In relative terms, however, the increase (26%) was even higher; as a result of this
and of the sharp increase in both 1979 and 1980, such indebtedness almost tripled over the last
three-year period (see table 37).

Nauwurally, these overall trends in the indebtedness of the region as a whole were the result of
the wideiy varying trends in the value and structure of the debrt in the different countries. Thus,
while the rate of growth of gross external indebtedness of the oil-exporting countries was quite
high, that of the remaining economies of the region declined slightly, as had been rthe case in 1980.
The difference between the two groups of countries was particularly evident in the area of
short-term indebtedness with commercial banks, which rose by almost 35% in the six ml-
exporting countries and by only 15% in the other economies taken together.
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Table 36
LATIN AMERICA®: NET GLOBAL DISBURSED EXTERNAL DEBT®

End-year balance, in million of dollars Growth rates
1973° 1975 1979 1980 1981° 1979 1980 1981°

Latin America’ 26873 47878 118768 148888 205772 248 254 382

Oil-exporting countries 8797 12367 536671 67793 96509 244 19.6 424
Bolivia 557 594 2218 1955 2390 234 -119 223
Ecuador 172 - 271 2905 3533 5548 137 216 570
Mexico 6389 15041 35202 46003 68589 263 307 491
Peru 1293 3337 5732 5 546 7035 129 3.2 268
Trinidad and Tobago 113 -581 <1630 2168  -2520
Venezuela 73 6295 12244 12924 15467 503 5.6 197

Non-oil-exporting countries 14 826 30379 61457 80062 108253 256 30.3 35.2
Argentina 3772 5122 7571 15168 25 524 40.6 1003 68.3
Brazil 4 511 15897 39504 50350 6O 387 27.7 275 199
Colombia 2 342 2 883 1380 785 1911 -193 -431 1434
Costa Rica 216 438 1 602 1 982 2359 48.3 237 29.1
Chile 2939 4 193 5 265 5 508 8 433 7.7 46 535
E! Salvador 42 83 502 461 735 178 -82 594
Guatemala -49 -86 127 358 871 181.9 1433
Guyana 161 162 562 638 729 211 13.5 14.3
Hairi 33 67 10 . 267 305 603 271 142
Honduras 128 - 263 917 1158 1380 254 263 192
Jamatca 239 546 1 608 1592 . 1383 22.7 -1.0 -0.4
Nicaragua 237 386 1 446 1 660 2 200 5.7 148 325
Paraguay ) 103 92 107 136 328 27.1 1412
Dominican Republic 228 271 1020 1315 1538 239 289 170
Suriname 70 -98 -76 -188 -192
Uruguay -6 160 -288 -1128 -60

Source: Incternational Monetary Fund, International financial statistics, August 1982; CEPAL, on the basis of World
Bank, "External public debt of developing countries”, Wortd Debt Tables, Vol. I Navember 1980, and Woeld
Debt Tables, December 1981.

:Excludes Bahamas, Barbados and Panama, because they are international financial centres.
Gross giobal disbursed external debt minus official internatcional reserves.
“Provisional estimates by CEPAL.

“nchsdes unclaimed setclements by commescial banks against the region which cannot be classified by country.

Thus, contrary to what happened during the biennium 1974-1975, when the gross global
indebtedness of the non-oil-exporting countries rose at a much higher rate (689 ) than that of the
oil-exporting countries (26%), during the period 1980-1981, the debt of the latter grew more
rapidly (629%) than thac of the former (479).' This meanct that, as an adjustment mechanism,
indebredness was much more available to the non-oil-exporting countries during the international
crisis of the mid-1970s than at present, a fact which helps in part to explain the slower growth of
these countries during this recent period.

Nevertheless, even within the two groups, there were marked differences in the evolution of
indebtedness, For example, the considerable increase in the debr of the oil-exporring countries
during the last rwo years was to-a large extent due to the increased credic granted to Ecuador and,
especially, to Mexico. In Mexico, the gross global external debr rose by 479 in 1981, after having
risen by 339 during 1980; consequently, it almost doubled in only two years. The most important

16This pattern coafirms the fact that external indebtedness is a process which depends on the financial needs of the
debtor as well as on his payment capacity and, above all, on the opinion of ¢reditor agencies regarding such payment
capacity.



cause for this exceptional increase was the increase in short-term indebtedness with commercial
banks, which rose very sharply, increasing more than fivefold becween 1978 and 1981 (see tables
34 and 37).

Table 37

LATIN AMERICA®: SHORT-TERM EXTERNAL DEBT
WITH COMMERCIAL BANKS’

End-year balances in
millions of dolilars

1978 1979 1980 1981° 1979 1980  1981°

Growrh rates

Latin America 27 627 41310 60776 76 331 49.5 47.1 -25.6

Oil-exporting countries 14465 22133 32069 43205 53.0 44.9 34.7
Bolivia 357 522 295 284 46.2 4335 -3.7
Ecuador 1135 1071 1 492 1 941 -5.6 39.3 30.1
Mexico 4 636 7 583 15 488 24 024 63.6 104.2 55.1
Peru 1 288 1 483 1961 2313 15.1 322 18.0
Trinidad and Tobago 82 121 56 197 47.6 -93.7 2518
Venezuela 6 967 11 353 12777 14 446 63.0 125 13.1

Non-oil-exporting countries 13162 19177 28707 33 126 45.7 49.7 15.4
Argentina 2938 5 972 9 296 9964 1033 55.7 7.2
Brazil 6 093 7536 12226 14275 237 62.2 16.8
Colombia 1 140 1916 2217 2285 68.1 15.7 3.1
Costa Rica 276 344 565 527 24.6 64.2 -6.7
Chile 981 L 477 2334 3 642 50.6 580 36.0
El Salvador 327 276 218 210 -15.6 -21.0 -3.7
Guatemala 199 236 263 209 18.6 114 -205
Guyana 57 41 43 40 -28.1 4.9 7.0
Haiti 3 16 10 20 -37.5 100.0
Honduras 162 251 257 226 34.9 2.4 -12.1
Jamaica 72 98 90 58 36.1 -8.2 -35.6
Nicaragua 468 337 292 283 -28.0 -13.4 -3.1
Paraguay 78 137 163 301 75.6 204 824
Dominican Republic 243 301 452 610 23.9 50.2 35.0
Suriname 12 67 5 10
Uruguay 113 172 274 466 52.2 59.3 70.1

Source: CEPAL, un the basis of Bank for International sertlements, The maturity distribution of international bank
lending, July 1978, July 1979, July 1980 (revised versions), July 1981 and July 1982.
*Excludes, Bahamas, Barbados and Panama, because they are international financial centres.
Refers to the debt having an original cerm of less than one year with commercial banks supplying data to the Bank for
International sertlements. Does not cherefore include the short-term debt with suppliers or the debt wich other
commercial banks.
‘Provisional estimares by CEPAL.

In Ecuador —the Latin American country whose external indebtedness increased most
rapidly between 1973 and 1981 — the gross global debt rose by ane-third in 1981 alone. Asaresult
of this increase and of the meagre 3% increase in 1981 in che value of external sales, the
debc-export coefficient rose sharply, from 1.7 in 1980 to 2.2 in 1981

The gross external debe also grew rapidly, for the third year in a row, in Trinidad and Tobago.
Consequently, the debt-export coefficient doubled in only one year; even so, it continued to be the
lowest of the region, with the sole exception of that of Suriname.

This was in sharp contrast to the situacion of Bolivia, where the gross debt rose by 15% in
1981, but where the debt-export coefficient rose to 2.8, a ratio exceeded only by those of Nicaragua
and Argentina.



In Venezuela and Peru, on the other hand, global external indebtedness rose very slowly, as it
had in Peru during the previous two years and in Venezuela in 1980. Nevertheless, as a result of the
sharp drop in the value of Peruvian exports, the debt-export coefficient rose sharply in thac
country, after having dropped considerably for two years (see rable 33).

With regard to the non-oil-exporting countries, external indebtedness grew subsrantially in
Chile, Nicaragua and Uruguay.

In 1981, the growth rate of the gross external debt in Uruguay (45%) was exceeded only by
cthar of Mexico, which was slightly higher (47 %). Nevertheless, partly as a result of cthe relacively
moderate growth of Uruguay's external indebredness during the second half of the 1970s and
partly because of the steady and marked increase in its exports, the countries’ debt-export
coefficient remained one of the lowesr in the region. This relatively favourable position was also
reflected in the fact that, along with Trinidad and Tebago and Suriname, Uruguay was one of the
few Latin American councries which had a negarive external debe in 1981.

Nicaragua, on the other hand, had the highest debt-export rario of Latin America (3.94). This
country’s gross external debt rose by one-third in 1981, while its exports declined sharply over the
fast two years.

Gross external indebredness also rose by nearly 30% in Chile, more than doubling over the
last three years. Moreover, contrary to the case in 1979 and 1980, when exports grew more rapidly
than the debt, in 1981 the increase in che debt was accompanied by a considerable decrease in the
value of exports. Consequently, after having dropped sharply in 1979 and slightly in 1980, the
debt-export coefficient rose substantially in 1981, w 2.3, and was exceeded only by those of
Nicaragua, Argentina, Bolivia, Brazil and Mexico. The contrast with the evolution with regard to
the two preceding years was even more marked in the case of the net external debt, which rose very
slowly between 1975 and 1980, but increased by 539 in 1981 (see tables 34, 35 and 37).

By contrast with the three economies just discussed, Brazil, which up to 1980 had had the
highest external debt of the region, increased its external indebtedness ac a fairly low rate (19%),
which was only slightly higher than the growth rate of its exports. Because of this, the country’s
debt-export coefficient remained almost stable, afrer having declined sharply during the two
preceding years. Nevertheless, it is still one of the highest in the region.

Argentina, whose external debt rose extraordinarily between 1975 and 1980, from under
US$ 5 billion to over 24.5 billion, saw irs gross external indebtedness rise by 25% in 1981,
although this rate is much lower than those of the two preceding years, it was still one of the
highest recorded in Latin America. Since this increase was much higher than the increase in
exports, the debt-export coeffictent rose sharply fot the fourth year in a row and was exceeded only
by that of Nicaragua. Moreover, since during 1981 its official international reserves dropped by
almost 44%, its net external debt, which had already doubled in 1980, rose by more than 68% in
1981, thus tripling over the last rwo years.

VYI. PRICES AND WAGES
1. Prices

In 1981, Larin America’s inflation rate rose for the fourth year in a row. For the region as a whole,

the weighted average variation in consumer prices was somewhat over 57%, thus exceeding -
slightly the increases recorded in the two preceding years.!” Moreover, and although to a lesser

extent than in 1980 and especially than in 1979, the inflationary process was widespread, inasmuch

as of the 23 countries for which data were available, only 6 succeeded in limiting their rates of price

increases to less than 109 # (see table 38).

"Because, on the one hand, the weighting factor used w calculate che regional average is the popularion of each
country, and, on the other, the rare at which prices increased was generally much higher in the larger countries, the simple
average of regional inflation was equivalent o half (28.8%) rhe weighted average (56.25%). Nevertheless, like che
weighred average, the simple average was also slightly higher in 1981 chan in 1980 (27.57%).

‘#In 1980, four countries were in this pusition and in 1979, only une.



Table 38
LATIN AMERICA: EVOLUTION OF CONSUMER PRICES

{(December-December variations)

(1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
Latin America’ 122 135 209 36.3 40.0 57.6 615 40.4 382 538 56.2 57.2

Countries with tradition
of high inflation” 144 156 24.1 415 449 693 748 484 459 619 66.3 68.1

Argentina 21.6 39.1 642 439 401 3349 3475 1504 1698 139.7 876 131.2
Brazil 177 181 140 137 338 31.2 448 431 381 760 953 912
Colombia 35 141 140 250 269 179 259 293 178 298 265 267
Chile 349 221 163.4 508.1 373.9 340.7 1743 63.5 303 389 312 95
Mexico 78 -08 36 213 206 113 272 207 162 200 298 287
Peru 5.7 77 43 138 192 240 447 324 737 667 0608 726
Uruguay 193 356 947 7751072 668 399 573 460 831 428 295

Countries with tradition
of moderate inflation” 28 46 72 150 198 10.2 7.8 83 97 221 17.0 15.0

Barbados 9.2 101 104 260 366 123 39 99 113 168 161 123
Bolivia 3. 33 236 348 390 60 55 103 135 455 239 251
Costa Rica 43 19 69 159 306 205 44 53 81 132 178 65.1
Ecnador 80 68 069 206 212 132 131 98 118 90 145 178
El Salvador 1.0 06 52 79 210 151 52 149 146 148 186 116
Guatemala 10 ¢3 L1 175 275 08 189 74 91 137 91 88
Guyana 24 14 71 152 116 55 92 90 200 194 85 291
Hai 0.7 133 73 208 195 199 01 -14 55 154 153 17.8°
Honduras 14 15 68 51 130 78 56 77 54 189 150 967
Jamaica 75 52 93 96 206 157 83 141 494 198 286 48
Nicaragua : : 19 62 102 43 703 248 232
Panama 25 10 67 97 167 14 48 48 50 100 144 438
Paraguay 23 63 935 141 220 87 34 94 168 397 B89 149
Dominican Republic -1.3 106 80 172 105 165 70 B85 18 262 42 74
Trinidad and Tobago 33 50 80 244 186 134 120 114 88 195 166 110

b
b

30 35 51 1.6 80 69 81 70 207 216 108

Source: International Monetary Fund, International Financial Statistics and official data supplied by the countries.
*The rotals for Latin America and the partial figures for the two groups of countries shown correspond to the price
varlatlons for the countries weighted by their respective population in each year.
®For the period 1970-1979, the rares correspond to Rio de Janeiro. For 1980 and 1981 they correspond to the whole
country.

Vananon berween September 1980 and Septernber 1981.
“Variation between November 1980 and November 1981.

Venezuela

Moreover, during 1981 there were greater differences among the inflationary processes in the
different countries and, for the second year in a row, there was a widening of the gap between the
average rates of price increase of the group of countries which have traditionally had high inflarion
rates and of the group of economies in which price increases have usually been more moderate.
Whereas in the former, the average rate of inflation rose from 62% in 1979 to 68% in 1981, in the
lacter it declined from 22% to 15% between those two years.

In the first group of countries, which include most of the larger and more diversified
economies of the region, inflation was pamcularly sharp in Brazil and Peru, and especially so in
Argentina.

In Argentina, the annual rate of increase in consumer prices, after having dropped almost
steadily during 1980, began to rise sharply in April 1981 and by the end of the year was 1309%. This
change, which is clearly evident in figure 8, was principally due to the sharp rises in the exchange
rate which had been introduced in February in an effort to correct both the serious disequilibrium
in the balance-of-payments current account and the considerable distortions of the price system.
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As a result of this phenomenon, the groweh of inflacion in 1981 went hand in hand with marked
changes int the relative prices of tradeable and non-rradeable goods. Thus, the increases in the
prices of imported goods (238%) and of agricultural commodities (2139%) were way over the
variation in the prices of domestically produced industrial goods (167%) and especially of the
services component of the consumer price index (1099%).

[nfladion followed a different course in Brazil, although it remained higher than 969 for the
second year in a row. After having followed an upward trend during che first months of the year,
reaching a record 1209 in March, the rate of inflation declined systematically after chat. This
trend was to a large extent brought about by the changes introduced in the price policy and the
more restrictive nature of the moaetary and fiscal policy in 1981, During the early months of the
year, there was a significant increase in prices and rates of public enterprises and in prices of
petroleum by-products and controls on the prices of numerous commodities were relaxed. As a
result of these measures, the inflation rate accelerated initially, but the improvement in the
financial position of the public enterprises thus achieved made it possible to reduce the transfers
and subsidies which these enterprises were receiving from the Cencral Bank, thus attenuating one
source of monetary expansion. At the same time, the Government exercised stricrer control over
public expenditure, As a result of this, as well as of the gradual slowdown of economic activity, the
inflacion rate was more moderate throughout the year. Te was still very high, however, mostly
because of the widespread practice of indexing key variables, such as wages, exchange rates and the
assets and liabilities of the financial system.

Although it was somewhat lower than in Brazil, the rate of inflation was similar in Peru. As
may be seen in figure 8, the average annual rate of increase in consumer prices in Peru accelerated
markedly during the early part of the year, mainly as a result of the elimination or reduction of
subsidies and controls which had up o then influenced the prices of a series of basic goods and
services. Nevertheless, after the initial increases brought about by the liberalization policy, the
intensity of the inflationary process declined gradually, although, as in the case of Brazil, it was still
very high because of the effect on costs of a mixture of quarterly wage adjustments, the frequently
rising exchange rate and higher interest rates.

The strong fluctuacions and the excraordinarily high level of inflation in Argentina, Brazil
and Peru were in contrast with the evolution of prices in Colombia and Mexico. In these two
countries, consumer prices rose by 27% and 29% respectively, i.e., at rates practically equal to
those of the preceding year. Moreover, the fluctuations in the rates of inflation throughout the year
were minimal in both countries. Nevertheless, in 1981 Mexico's inflation was the second highest
of the last 30 years and did not fully reflect the accentuation of certain basic macroeconomic
disequilibria such as the finances of the central government, whose deficit tripled because of an
almost 100% increase in total expenditures. The inflationary pressures implicit tn the unusual
growth of boch public cutlay and total demand were partly offset by the also exceptional increase in
the trade deficit, which more than doubled, and by the marked overvaluation of the peso.

The rate of inflation fell markedly, however, in Uruguay and Chile in 1981. In Uruguay, the
rate of increase in consumer prices, which had already dropped from 83% 10 43% becween 1979
and 1980, continued to drop systematically in 1981, to less than 309 by the end of the year, thus
reaching its lowest level since 1971, The slowdown in the growth rate of the wholesale price index,
in which tradeabie goods have the highest weight, was even more marked, inasmuch as it dropped
from 77% in 1979 to 299 in 1980 and to only 15% in 1981.

The trend and the factors influencing the inflationary process were very similar in Chile,
where the rate of inerease of consumer prices, after having dropped from 39% in 1979 t0 31% in
1980, fell t0 9.5% in 1981, while wholesale prices underwent an absolute reduction of 49, after
having risen by 589 in 1979 and 28% in 1980. As in the case of Uruguay, but in a more definite
way, the principal causes of this abrupe and steady deceleracion of the intlationary process with
regard to prices were the exchange policy and the liberalization of imports. During 1981, the
exchange parity was mainetained at the level of 39 pesos per dollar, a rate which had been fixed in
June 1979; thus. the real effective exchange rate concinued to decline so cthat it was approximately



10% lower than in 1980. Under such circumstances, and because of the total openness of the
commercial account, there was a new and substantial increase in imports, which meant that the
rate of increase of domestic prices converged with that of external inflation. This ctrend was
reinforced, moreover, by the substantial drop in the unit value of exports and by the abrupt
reduction of domestic demand which occurred during the second half of the year, as a resule of
which both the unemployment rate and the level of inventory rose sharply.

In the countries that have traditionally had a moderate inflation, where the rate of price
increase tends to follow the trend of international inflation, the intensity of the inflationary
process declined slightly in 1981 for the second year 1n a row. Even so, the weighted average
increase of consumer prices {15%) was still high in historic rerms as it was lower only than the
figures recorded during the biennia 1972-1974 and 1979-1980 —the two periods of increases in the
international price of oil and of acceleration of inflation in the industrialized countries (see
table 38).

The attenuation of the inflation rate was accompanied, however, by greater disparities in the
rates of price increases in the different economies. These ranged from a minimum of somewhat
under 5% in Jamaica and Panama t0 a maximum of 63% in Costa Rica.

In Costa Rica, where the inflationary process had been accelerating slowly but steadily over
the preceding four years, there was a virtual inflationary explosion in 1981. As a result mainly of
the abrupt devaiuation of the colén in late 1980, che rate of increase of consumer prices
accelerated sharply from under 18% in December 1980 to 65% in late 1981, while wholesale
prices increased even more pronouncedly, from 19% in 1980 to 117% in 1981.

Inflation also increased heavily, although to a much lesser extent than in Costa Rica, in
Guyana, where consumer prices, after having risen only 8.5% in 1980, rose by more than 29% in
1981. As in the case of Costa Rica, this acceleration of the inflationary process was largely due to
the 18% increase in the exchange rate decreed in early June.

The rate of increase of prices dropped noticeably in 1981 in Venezuelz and, particularly, in
Jamaica. In Venezuela, inflation decreased to a little under 119, after two years during which it
had reached rates of somewhat aver 209%. This attenuation of the inflationary process was
basically a resule of restrictive moneraty and fiscal policies adopted by the economic authorities. In
1981, these policies were reflected in a drastic reduction of the deficit of the central government
and a very moderate increase in the quantity of money. However, the reduction of inflation was
also influenced by direct price controls introduced in April and by the stagnation of real wages.

The even more marked fall in the inflation rate in Jamaica, from 27% in 1980 to less than 5%
in 1981, was also due to a variety of causes. In this respect, special note should be taken of the rigid
policies adopted in the fiscal and monetary field, which contributed to a substantial reduction of
inflationary pressures from the demand side, and the strict controls adopted as regards wages and
prices, which helped to mirigate rises on the cost side. These rises were also weakened by the
marked reduction in the rate of increase of prices of imported goods, which rose by less than 5% in
1981, after having increased by around 30% in 1980, and by the greater supply of basic consumer
goods. '

2. Wages and salaries

In 1981 the evolution of average real wages and salaries was very diverse in the Latin American
countries for which seatistical information is available. As may be seen in table 39 and figure 9,
while real wages increased sharply in Brazil, Chile, Guatemala, Paraguay and Uruguay, they
decreased considerably in Argentina, Bolivia and Costa Rica, dropped slightly in Peru and
remained stable in Colombia.2

During the lase days of 1980, the exchange rate rose from 8.1 to almost 40 colones per dollar.

#The searistics on wages and salaries were gathered from the payrolis of sample establishments or from social securicy
statistics. The coverage of information may refer to various sectors of production or to all activities. Table 39 includes the
indicators of greatest coverage for urban activities; when this information is not available, the average wages and salaries
from manufacturing have been incorporated.
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Tahle 39

LATIN AMERICA: EVOLUTION OF THE REAL VALUE
OF AVERAGE WAGES AND SALARIES

(1976 = 100)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981

Argentina® 133.8 1383 131.5 1307 157.7 1486 100.0 985 967 1111 1242 1110
Balivia® 101.1 1123 1099 1116 825 833 100.0 1026 1036 1022 931 709
Brazil’ 755 781 857 864 883 968 100.0 1043 1094 1112 111.1 1236
Colombia® 1054 998 976 100.0 942 1049 1118 1128 113.8
Costa Rica’ 88.1 1000 1094 119.0 1241 121.2 1156
Chile/ 1581 1893 1615 1132 1029 995 100.0 1129 1200 1301 1418 154.7
Guatemala® 1055 100.0 851 892 908 916 1141
Paraguay” 1094 1082 1029 994 950 949 1000 954 981 924 929 988
Peru' 1103 1091 982 1000 B45 764 739 803 788
Uruguay' 1386 1458 1210 1189 1165 1062 1000 881 849 790 777 835
Percentage variation ‘
Argentina” 34 49 62 129 .59 .327 .15 -18 149 118 -106
Bolivia® 42 21 68 -198 69 201 26 10 -l4 83 243
Brasil® 42 - 89 08 22 96 33 43 49 16 53 56
Colombia’ _ 53 22 24 58 114 65 09 09
Costa Rica* 127 94 88 48 -28 46
Chile’ 193 93 -340 91 -33 05 129 64 B3 90 91
Guatemala® -5.2 -149 48 18 09 246
Paraguay” 11 49 34 44 01 53 46 35 -64 06 63
Perv' -1 -100 18 1535 .96 -33 86 -19
Uruguay' 52 .170 -17 -09 86 -58 1.9 -36 81 -04 75

Source: CEPAL, on the basis of offictal data,
“Wages of labourers in the mantifacturing industry in the metropolitan area.
Wages and salaries of personnel engaged in non-agriculrural activities ar national levei.
‘ Average wages in industry in general, deflated by the consumer price index for Rio de Janeiro.
“Wages of labourers in the manufacruring industry at national level.
“Wages and salaries declared by peoptle enrolled in the social security system.
Wages and salaries of labourers and empioyees in the non-agricultural sectors, with the exception of large-scale copper
mining and rthe cellulese and paper induscries.
®Wages and salaries declared by people enrolled in the social security system.
"Wages of labourers in general for Asuncién.
"Wages of labourers in the private secror in the metropolitan area of Lima.
/Wages and salaries in the public and private sectors in Montevideo and the interior.

In general, wages and salaries tended to decline in those countries where per capita income
decreased, the inflationary process accelerated and the employment situation worsened. They rose,
however, in the economies where the rate of increase in prices fell and unemployment dropped.
Bur the evolution of real wages and salaries was also strongly influenced by the legal mechanisms
established to determine the form, periodicity and amount by which nominal wages and salaries
were readjusted in the various countries.

Of the three countries where average real wages and salaries suffered a considerable setback,
the most pronounced was in Bolivia, In that country, average real wage of workers in non-
agricultural activities dropped by 24%. As it had already fallen slightly in 1979 and by more than
8% in 1980, its 1981 level was more than 309% lower than that of three years before, Although
during this period the per capita product also continued to decrease, the main cause of the
accentuated drop in the 1981 real wage was the wage policy which kept nominal wages frozen
during the entire year despite the fact that during the year consumer prices rose by an average of

32%.
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Figure 9
LATIN.AMERICA: EVOLUTION OF REAL AVERAGE SALARIES AND WAGES
(Index 1976 = 100}
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The drop in real wages was also considerable (-119) in Argentina, where they had increased
nearly 279 in the two prévious years as a result of the recovery of economic activity and a gradual
decline in the inflation rate. However, since that increase accurred after four years in which the
buying power of wages was continually being reduced, in 1981 che real level of the latrer was equal
to only 709 of that of 1974. The decrease in real wages which took place in 1981 was due, on the
one hand, to the sharp contraction of economic activity and employment and, on the other, to the
acceleration of the inflationary process. As mentioned above, after the devaluation of the peso at
the beginning of the year, the rate of increase in consumer prices persistently rose, reaching more
than 130% in December. The economic authorities, however, did not establish obligatory stand-
ards for the adjustment of wages and salaries, except for minimum wages and basic contract wages.
For this reason, and because at the same time the job situation was deterioraring, the nominal
increases in average wages and salaries were much lower than those of prices.

According to the information available for the first half of 1981, real wages and salaries fell
nearly 5% in Costa Rica. It is probably true, however, that this drop was even greater during the
rest of the year due to the marked acceleration of the inflationary process during this period.?! As
in the case of Argentina, the decrease in real wages and salaries was influenced by the drop of more
than 14% in the national per capita income in 1981, the sharp increase inunemployment —which
rose from an average of 5.3% in 1980 to an average of 8.3% in 1981 — and, especially, the
enormous increase in inflation, which rose from less than 18% in 1980 to 65% in 1981. The
wortsening of the inflationary process not only helped directly erode the buying power of wages
and salaries in the private sector, bur also led the economic authorities to apply a very severe policy
on readjusting wages and salaries in the public sector in order to reduce the considerable fiscal
deficit. As a result of this policy, real wages and salaries declined in the central government
considerably more than in private activity, and they fell even below their 1973 level.

The buying power of wages also decreased, although more slightly (-2%), in Peru, another
country where in 1981 the inflationary process accelerated, The rate of growth in consumer prices
rose sharply in cthe first months of the year due to the lifting of a series of controls which previously
had limited the rise in prices of certain basic articles. Although the inflation rate larer siowed
down, the increase in consumer prices in the year was 73% and thus largely exceeded the 61%
recorded in 1980. The negative effects which this phenomenon would normally have produced on
the buying power of wages and salaries, however, were partly neutralized by two important
modifications in the wage policy. The first was the granting of quarterly increases equivalent to the
anticipated rise in the consumer price index to workers in the public sector and those in the private
sector who were not subject to collective bargaining; the second was the obligatory inclusion of
readjustment clauses in the collective factors. Due to the application of these provisions, and also
due to the slight decline in unemployment in Lima and the small increase in per capita income for
the second consecutive year, the decrease in real wages and salaries was relarively insignificant.
Since the latter had fallen almost continually from 1973 to 1979, their 1981 level was almost 30%
lower than in 1973, —_—

In Colombia, on the other hand the real wage of industrial workers increased almost 1%, as
had occurred the previous year. This small increase, much lower than those of 1978 and 1979,
basically reflected the economy's progressive loss of dynamism in the last two years, especially in
the manufacturing sector. However, the virtual stability of the industrial wage as well as the minor
changes in real minimum wages and agricultural day wages were also partly an effect of the fairly
widespread indexing of wages and salaries and the noteworthy stability of the inflation rate, which
during the last two years fluctuated very slightly around 2795

The impact of the trend in prices on the evolution of real wages and salaries was also reflected
in the five councries in which the latter increased considerably in 1981, since in all of them, with
the sole exception of Paraguay, inflationary processes decelerated.??

#While in the first six months consumer prices rose by 22%, in the second six months they rose by 35%.

“2Although in Paraguay the increase in consumer prices from December 1o Decemnber was greater in 1981 than in
1980, che average increase (13%) was much lower in 1981 than in 1980 (22.4%).
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The incidence of inflation and the legal norms referring to wage readjustments were
especially noteworthy in Chile. On the one hand, the rate of growth of consumer prices declined
continually and markedly from 39% at the end of 1979 t0 9.5% in December 1981, and, on the
other, during this last year the system of nominal wage readjustments was maintained, by virtue of
which the latter were to increase by a minimal percenrage equivalent to that of the increase in the
consumer price index in the previous period. Under these circumstances, real wages increased for
the second consecutive year by 9% and thus continued to recover from their drop during the period
1972-1974, Due, however, to the enormous size (-47 %) of the setback which these wages suffered
during that period, their increase during the past five years only enabled their 1981 level to
approximate their 1970 level (see table 39).

The sharp drop in inflation, from 43% in 1980 o slightly less than 309 in 1981, and the
continuation undl the first half of that year of the declining trend in unemployment, also
contributed to the increase of 7.59% in average real wages and salaries in Uruguay. However, in
contrast to what occurred in Chile, this increase was the first in the past 10 years, a period in which
the buying power of wages and salaries was reduced by almost half.?}

Real wages and salaries rose by nearly 6% in 1981 in Brazil, despite the fact that during that
year the level of economic activity decreased slightly and the rate of unemployment in the principal
urban centres increased. The negative effect of these changes was more than offset, however, by
the slight decrease in the inflation rate and, especially, by the modifications introduced in the wage
policy. This policy retained the system of automatic half-year readjustments established in 1979, to
which was added a standard for redistributive purposes consisting of the following: while wages
and salaries lower than 3 times the minimum wage were adjusted by 110% of the increase in the
national consumer price index, and those between 3 and 10 times the minimum wage were raised
by 100% of this increase, wages and salaries which exceeded 10 times the minimum wage were
adjusted in decreasing proportions to the increase in consumer prices. During 1981, differentiated
increases were also established in the current minimum wages in the various regions with a view
towards gradually reducing the differences berween them. The 1981 increase, marked the end of
eleven consecutive years during which the real wage paid in manufacturing continually rose, a fact
which, as can be seen in table 39, is a clear exception in the context of the regional experience.

In 1981 real wages of workers in Asuncion increased by around 6%. This increase, attributa-
ble partly to the persistent and high rate of economic growth and the continual drop in the
unemployment rate and partly to the readjustment of 15% which was established for the
minimum wage beginning cn 1 May, was the second significant one in the past eleven years.
According to official information, and despite the extraordinary and sustained expansion of the
Paraguayan economy during this period, the real wage for workers appears to have declined by
approximately 10% between 1969 and 1981, a fact which is certainly surprising.24

Finally, in 1981 there was apparently an extraordinary rise of nearly 25 % in the real wages of
social security members in Guatemala. It is probable thac this increase, which is not easy to explain
in view of the meagre growth rate of 1% that year in the Guatemalan economy, was basically a
delayed effect of the considerable readjustments introduced in 1980 in minimum wages. In the first
half of that year, the minimum legal agricultural wage, which had remained unchanged since 1973,
rose from 1.12 querzales daily to 3.20 querzales. This increase benefited, in principle, approxi-
mately 600 000 farm workers. Then, in May, the minimum wage applicable in the main industral
branches rose from 2 to 4 quetzales daily, and in June the minimum wage of workers in trade,
cransport and 2 wide range of services was readjusted by 46%. These increases were applied
gradually, but apparently by the end of 1980 they were completed in the majority of enterprises. As
a result, although in 1981 new readjustments to minimum wages were not conceded, the latrer
were on average much higher than those paid the previous year.

" Bt is probable, however, that the series utilized overestimares the drop in wages, es pecially in more recent years, since
it considers only legal readjustments. An indication in this direction is provided by the index of real income per worker
employed in the establishments included in the Quarterly Induserial Survey of the Central Bank. According to this survey,
the annual average variations during the period 1978-1981 were, respectively,-1.9%, -3.1%, 3.1% and 7.8 %, figures which
appear to be more comparible with the evolution of the principal macroeconomic variables during this period.

14For a tentative explanation of this anomaly, see the section correspending o the chapter on Paraguay in the second
part of this Swrvey. - -
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