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I, LATIN AMERICAN DEVELOPMENT DURING THE PRESENT DECADE:
EXPERIENCE AND LESSONS

1, Rate and structure of economic prowth:
rise and fall

During this decéde the economic performance of the Latin American
couptries was very varied and the rate and structure of their development
changed significantly. Economic growth became quite dynamic in some
countries but was relatively sluggish in others, and broadly speaking tle
pProcess passed from a boom period into a situation of much weaker growth
rates, with some progress in recent years towards a moderate recovery,

The region'’s annual cumulative economic growth amounted to 5,7%,
thus almost attaining the minimum target of 6% fixed for the Second
Development Decade. The population growth rate, however, remained
relatively high (2.7% on averape), with the result that the per capita
product grew by only 2,8% - considerably below the 3.5% target also fixed
by the present IDS.

Thege overall indicators conceal the sharp differences in the
performance of individual countries, For example, almost half the
countries failed to attain an annual growth rate >f 4.5% in their domestic
product. At the same time, major differences have continued to exist in
demographic trends. Consequently, during the present decade major changes
in the economic and demographic importance of the countries have continued
and even increased, while the differences among them as regards actual
and potential economic and financial development have grown sharper,

The average growth of agricultural output has remained relatively
low for the region as a whole, despite the progress made in medernization
and in the diversification of crops. Output in 1978 represented an average
-annual growth rate of a little under 3.5% in relation to 1970 levels,
which is below the 4% target fixed for the Second Development Decade,

Here apain there were clear differences among countries, since although
the majority failed to reach the target, seven countries attained or

exceeded it.
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The region as a whole likewise failed to attain the 8% target
established for industrial cutput. This sector reflected more clearly
the interruptions and fluctuations in the overall growth rate. The 1978
output levels represent an annual growth of only slightly over 6% in
relation to 1970. In moét countyies growth was definitely sluggish,
especially taking into account the present stage of Latin American
development, and only three countries reached or excéeded the 8% target,

The performance of the world economy and particularly of the
industrial countries, with which Latin America carries on most of its
external trade, had a major effect on this rise and fall in the eccuomic
growth rate of the lLatin American countries.

In the first four years of the present decade economic growth
accelerated and the region as a whole attained an annual average rate of
roughly 7.4%. Major growth factors included national policies directly
aimed at promoting economic development, and active external demand stemming
from the boom in the central economieﬁhuntil 1973, better terms of trade and
the greater supply of external financing.

In 1974 the Latin Ameriéan and the world economic picture changed
dramatically. .The oil~exporting countries benefitted from a further rise in
prices which helped to raise their real income and their external purchasing
powér, On the other hand, the non-oil-exporting countries faced weak
external demand, due to.the recession in the industrial countries, and
worse terms of trade. Since they continued to increase their imports, with
the growth of the product and domestic investment, they built wp large
deficits on the balance-of-payments current account which had to be
covered with external financing and the use of foreign currency reserves.

In 1975 external conditions worsened, leading to a significant fall
in external purchasing capacity, and despite the drop in imports the
balance-of-payments current account deficit again increased, while the growth
of the product dropped to a mere 3%, very nearly the same as the population
growth'rate.

The three-year period 1976-1978 was characterized by a process of
recovery; nevertheless, the average growth rate of around 4% is one of the
lowest in the last three decades, although the disparities in development
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between one countfy and another aré'élso cansiaeréble; During this pericd,
many countries made great efforts to adjust and control d6méstic’demand;
promoted and achieved an appreciable increase in their eX§orts; and
controlled and in absolute terms even reduced their imports in an attempt
to narrow the external gap ~ a more 3ifficult propositioﬁ now because they
faced considerable increased outflows of foreign exchange due to remittances
of profits and service payments on investment and the high cumulative
external debt,

2, New modes of insertion in the intermational economy

During the present decade, Latin America's modes of insertion in the
world economy has changed radically. The most notable fact has been the growing
internationalization and closer economic and financial linkage with the
system of the central economies. It is interesting, in this respect, to
note the markedly parallel nature of the growth of Latin America and that
of the industrial countries as a whole over the past eight years, although
the rates for Latin America have been somewhat higher, .

The following basic features of Latin America's new form of insertion
may be mentioned:

(a) The structure of Latin America's exports has altered significantly.
In the first place, exports of manufactured goods have in recent years
risen to 20% of total exports, although this increase ha§ not been uniform
and has mainly been concentrated in the big countries and some'bf the
medium-sized countries. Secondly, a distinct diversification of ‘exports
of primary commodities hés occurred at'the nationzl level, which in some '
degree has mitigated the effects that fluctuations in werld prices used to
have on one-commodity exporting countries. These chanpes illustrate patterns
in the economic development process with 1mportant ulterior effects, and
also show the efforts of the Latin American countrles to deal with thelr
structupral external disequilibrium, ' ' '

(b) The region has considerably increased its external indebtedness.

The debt, which was US$ 10 billion in 1965, today stands at close on
USS 100 billion., This quantitative chénge has been acconpanied by a change
in the origin of this capital. In the 19503, the bulk of tve canltal ‘
entering Latin America was of offlclal orlgln and mostly of a longn*erm
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nature, only a émall part coming from private sources. Today the
proportioﬁs are reversed. Four-fifths is of banking and commercial origin,
and moreover the majorify are short; and medium-term loans, which have
altered the debt profile and appreciably increased the percentages of the
value of exports represented by debt servicing, ' .

(c) Transnational corporations have played an important role in the
inecreasing internationalization of the Latin American economies. It is
estimated that in 1975 the cumulative investment of the OECD countries in
Latin America was close to US$ 40 billion and that the sales of transnational
corporations represented some US$ 80 billion, which is nearly double the
total value of Latin American exports in that year. At the same time, the
use of external leoans has very largely beén channelled through transnational
corporations, which have thus obtained greater safeguards of good returns
on their investment.

It should also be noted that although the new patterns of Latin America's
insertion in the world economy have, among other positive aspects,
permitted the repgion to have access to increased financing in time of crisis
and to promote export flows of manufactures, they have carried the region
to high levels of indebtedness and to considerable dependence both on

international private banks and on transnational corporations.

' 3, Persistence of social problems

The economic dynémism and changes in the structure of production recorded
in the region have not been sufficient to step up productive emiployment
substantially or to reduce open unemployment and under-employment, In additiom,
the prevailing development pattern continues to show a limited capacity for
a fair distribution of the fruits of economic growth. ,

Furthermore, population changes and rural-urban migration have created
new challenges in termé of employment needs and raised the cost of physical
and social infrastructure in the big cities. The growth.rate of the labour
force has accelerated as a result of the increase in population growth rates
in previous decades and the rise in the rates of parficipation of women,
which have come close to 3% annually, while at the same time the urban
population has expanded at an accelerated pace and today renresents slightly
more than 60% of the total, thus transferring to the urban area a by ro

means Iinsignificant share of the problems of rural under-employment,
/The production



The ﬁroduction heterogeneify that has characterized the
industrialization process in Latin America does not seem to have'been
notably reduced in the 1970s., The incorporation of modern technology has
a limited coverage, so that the coexistence of industrial establishments with
very different levels of productivity not only continues but may even
increase. To this heterogeneity typical of urban areas the present decade
has added an increasing differentiation of productivities in rural areas,
where, as a result of the spread of modern commercial enterprises in the midst
of a slowly-changing rural economy, the inequalities in production between
these different forms of development have augmented, with consequences on
distribution which can easily be imagined,

In these circumstances; and in the context of this structural process,
employment and distribution problems have not beén mitigated, and indeed
everything seems to indicate that they may have worsened as a consequence
of the slow growth of many countries in recent years.

Estimates made by CEPAL and other regional bodies indicate that
around 1870 the total underutilization of labour could be estimated to be
the equivalent of approximately 30% of the economically active population,
with a fifth of this underutilization corresponding to open unemployment.

As regards the distridbution of income, the indicators available show that
around the beginning of the decade the highest-incomé families attracted
large percentages of the total income, in clear contrast to the small
percentages received by the lowest-income families. Evervthing would
seem to indicate that the situation has not improved during the present
decade and that the lowest-income groups in many countries paid a large
part of the cost of the readjustment which took place in the period
1975~1978,

The indicators of poverty are, generally speaking, consistent with
the indicators of income distribution. Situations in this respect vary
notably from one country to another but if the region is considered as a
whole, surveys and censuses taken at the beginning of the 1970s in countries
which represented more tham 80% of the population indicate that u40% of the
families would appear to be affected by situations of extreme poverty, and
that nearly half of these could be considered to be indigent.
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This set of observations on social development shows that the region
has not succeeded in approaching the type of integral and human development
which the countries put forward as one of the central objectives of the

Second Development Decade.

4, TFinal considerations

The review of the economic and social development of Latin America
in the present decade, some of the main features of which have been briefly
described in the foregoing papes, gives rise to some reflexions which may
be usefully noted in comnexion with the discussion taking place on some
aspects of the New International Development Strategy.

Firstly, the region showed that it has an effective growth capacity
which enabled it to grow at an average rate of 7.4% dufing the period
1970-1974, The experience of this period showed tHét when favourable external
conditions exist, the region is capable of making an intensive domestic
effort of accumulation and saving and thus arriving atlhigh gquth rates.
When it is borme in mind that during the period considered an impoﬁtant
gfoup of countries prew at low rates, it is safe to assert that the region
has a coﬁsiderable growth potential,

Secondly, this period showed the marked sensitivity of the economic
growth rate of the Latin American countries with respect to the course of
the world economy, énd particularly the growth rate of the industrial
countries, At the same time, the countries showed unequal capacities for
facing up to adverse external factors, In the circumstances, there is an
evident lack of financial machinery to deal adequately with situations
created by unfavourable external factors which many countries canmnot control,
such as the adverse effects of the recession or of the iInternational
eccnomic conjuncture.

Thirdly, it has been shown that the region needs active trade with
the developed countries in order to maintain high rates of growth, since
Latin America continues to depend on the industrial countries for supplies
of capital gdods and some basic inputs, which are esasential items for
making headway with the process of the transfprmation of production and
particularly the industrialization plans. -
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Access.uﬁdér-satisfactory'conditipns to the markets of the developed
countries in order to facilitate the gfowth of exports of nrimary products,
semlmanufactures and manufactures is an essential requlrement for speeding
up growth. Regional co—oneratlon and the crowth of “ec1procal trade, of
course, constitute another essential condition for achieving the development
objectives to which Latin America should aspire. But this should not and
cannot be considered as a substitute for the first of these factors. Both
strategies must be concelved of as complementary objectives, especially
over the period of the neyt decade.

:Fourthly, many countries of the region are reaching the end of the
Present decade with high levels of external indebtedness, and the servicing
of these debts accounts for high percentages of the value of their exports.,
This situation gives rise to two implications with important ulterior
consequences. In some cases it will be difficult to increase this
indebtedness beyond certain limits in keeping with the evolution of domestic
product and exports. Generally speaking, increasing the real value of
exports becomes more and more imperative owing to the need to attend to the
financial servicing of the accumulated debt, above all if at the same time
it is a question of speeding up the rate of economic growth,

Lastly, the prevailing economic and social development process
continues to reveal a limited capacity for making a fair distribution of
the fruits of growth, This will become worse as a result of the growth
already being noted in the economically active population., In the
circumstances it is evident that if the sconomic srowth rate is not boosted
and adequate policies of redistribution adopted, the social problems which

were examined earlier will tend to persist.
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11, THB BASIC OBJECTIVES OF THE LATIN AMERICAN STRATEGY FOR
THE NEXT DECADE ‘

1, The growth of the population and of the labour
: force and the need to step up
economic growth

Future trends in the composition and location of the population and
their guantitative implications for the labour force are of particular
importance when studying the basic objectives of the development strategy,
particularly in the case of Latin America in view of the magnitude of
unemployment, the extent of poverty and the very unequal distribution of
income prevalllng in the countries of the region. ‘

The population growth rate accelerated over the past three decades, .
reaching a peak in the early 1970s. Recently there has been a decline in
this rapid demographic growth which has reached an appreciable size in
some countries, This may be considered as the result of the economic and soclal
changes characteristic of the present stage of Latin American development,
occurring at the same time as official and private attitudes become more
favourable to the adoption of population policies.

It is estimated that the present 2,7% annual growth rate of the -
population will gradually drop, and increasingly so towards the end of the
century; but it will still remain relatively high, probably somewhat abeove
2% per year, Thus it is foreseen that the region's population will grow
by about 100 milliion in the forthcoming decade, rising from 360 to 460
million in 1990 and approaching 560 million by the year 2000,

The projections show that over the next 20 years the striking
demographic differences among the countries of the region will grow even
larger. One group of cowntries, comprising Argentina, Cuba, Chile and
Ufuguay, will continue to have a falling demographic growth rate and their
populations will rise by about 1l.5% annually. The rural population of
those cowntries will drop in absolute numbers; on the other hand, the
labour force will grow appreciably faster than the total population, although
tending to decline by the year 2000. Another group, made up of Ecuador,
Mexico and meost of the Central American countries, will continue to have
high population growth with rates of 3% or more for the total population,
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although in some countries these rates will be lower than in recent years,
Their urban.and rural populations will continue to grow rapidly, and the
labour force will increase more rapidly than the total population. Finally,
a third group of countries, including Brazil and Colombia, of greater
demographic weight, will fall midway between the two: .their growth will.
decline appreciably, but on the other hand.the growth pf the labour force
will accelerate at a rate of :3% per year or more,

In the year 2000, for the region as a whole, roughly 80% of the
population will be urban, two-thirds of whom will live in cities of more
than 20,000 inhabitants. In the Southern countries, the urban population
will be relatively ewven lawger than this average; and in all the other
countries the rural population will account for less than half of the total
population, : : .

This demographic growth will have serious economic, social and’political
implications. : S o

In the first place, the potential or effective demand for goods and.
services will expand considerably, particularly if an effort is made to
attain specific targets for improwving the living conditions of all social. .
sectors and to reduce or eradicate poverty over a reasonable pericd,

. Secondly, the growth .of the urban population according to these
projections will place heavy pressure on the physical and seccial infrastructure
and lead .to profound changes in the shape, size and relative importance of
the rural and urban-strata of Latin American societies, -

Thirdly, this urban growth will tend to shift unemployment problems
from the rural zones and increase their effect on underemployment and
marginal or low-productivity activities in the urban zone, .

Fourthly, it is also clear that this population growth will broaden
and diversify the Latin American market inasmuch as it is posszible to
implement a dynamic process of absorbing the labour force productively,
raising per capita income and improving the gocial distribution of income,

The explosive growth of the economically active population unguestionably
represents an exceptional challenge for development strategies and policies.
Annual growth rates of the labour force of 3% -or even more, which stem from
the age structure of the population and the increased participation of

" fwomen and
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womén’ ahd which will not change in the immeédiate future even if the decliné
in demographic growth is greater than foreseen, are extremely high and
constitute-an émployment problem which it is very difficult to selve and.
which is worsened by ‘the large proportion of the active population currently
uemployaed or underemployed.

‘This problem'cannot be solved even if the Latin American countries
recover their past long-term economic growth rate: a substantially higher
economic growth rate than in the past is now necessary. It cannot be
forgotten that the acceleration of economic growth is accompanied by
acceleration of the growth of the product per person employed due to the.
process of modernization and the incorporation of new technologys;-
consequently, capital per person employed is greater, and the volume of

output needed to absorb thea same amount of labour alsc increases,

2. The requireménts for stepping up economic grewth

Quantitative progpective studies by CEPAL

With a view to progressing in the analysis of development strategies
and policies, CEPAL is carrying out a programme of prospective studies. .
covering the férthcoming decade and in some cases going.on until the year
2000, This work is being carried out on the basis of the individual analysis
.of a representative group of countries. The analysis considers three
econcmic growth scenarios: one corresponding to past trends; another to
moderate acceleration and a third to progressive acceleration. For the
region as a whole these scenarios give economic growth rates ranging from
6.3 to 8% amnuvally., It should be stated quite clearly that the purpose
of this report is not to study factors relating to the growth rate which
should be fixed for the coming decade. That would call for further work
on such ;tudies, and consideration of various factors which have not yet
been taken into account. The aim is merely to make a general reference to
the results of that research so as to shed light on the aature and magnitude
of the objectives which the. development strategy should pursue in relation
to the higher growth rate needed in the Latin American countries., TFor:-
reasons of space, it is likewise impossible to deal here with the various
aspects of the factors of economic growth, Consequently, comments here-.

will be limited to three basic requirements relating to accumulation,

foreign trade and external financing.
/Features of
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Features of an illustrative economic growth scenarie

Thus, the analysis may be 1llustrated by eonelderlng a "moderate
acceleratzon" growth scenarlo (in relatlon to long-term past trends 1n each
of the countries analysed) whlch for the reglon as a whole gives a rate of
about 7.5% per year. This scenario consequently, represents some improvement
over 1ong-term‘histor1cal trends, but for the region as a whole it would
reoresent approximatelj the same rate of economic growth as was recorded by
Latin Amerlea over the Ffirst four years of this decade, although differing from
country to country

To attain this growth target would call for very dynamlc 1nvestment
and the investment-product coefficient would have to rise to over 25%. An
~overall appraisal suggests that this would not be an impossible target

because the region has shown, partioularly in boom periods, a relatively
-extraordinary ability to promote large-scale investment, Domestic‘saving
would have to rise appreciably if, as would be desifable,_external financing
is to be held within reasonable limits in relation to investment and the
product, . |

Howéver, it should be noted that the conditions and prospects vary
from country to country; and in some cases the acceleratlon of the growth
rate would call for much larger relative increases in investment and domestic
saving and therefore a much greater effort than in other countrles Those
countries would obv1ously have to rely more heav1ly on external flnancing.

In thle growth scenario, 1ndustr1allzatlon becomes relatlvely dynamlc
with an annual growth rate of somewhat over 8,5%, The 1ndustr1allzatlon
process will be much more rapid and profound than in the past,

The agrlcultural sector will alsc have to expand more raﬁldly An
annual growth of 4.2% is estimated, which is significant in light of the
fact that the average historical growth rate of agricultural output in Latin
America has been a little under 3.5% ‘annually. Various studies suggest that
the agricultural growth rate in the region can be improved. This is vital
in order to satisfy food needs, the demand for raw materials and higher
export targets., These rises in output will have to be achieved By rescrting
to a greater extent than in the past to increasing the producfivity of -
cultivated land, although extending the surface area will remain an important
factor in increasing preoduction,. :

/Thus the
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Thus the economy will havé to imdergo a significant sectoral and ..
technological transformation. -The share of the agricu;tural sector will
decline appreciably, while that of the manufacturing séefor will increase.,
The rate at which this process occurs and the levels of the indices of the
sectoral composition of.the;prDQUct will vary from countr§ to cowntry, and
there will continue‘to_be.largawdifferences among them“in‘this respect over
the next .20 years, AR N '

This scenario is further characterized by a shapp :ise in the product
per person employed, which'is a sign of the strong process of technological
ehange spreading throughout the national economies.ﬁuTﬁfe should be more or
less generalized in the different groups.of countries. It should occur
more intensely in manufacturiog than in agriculture or the economy as a whole,
which raises serious problems for the implementation of a policy to improve
income distribution. ‘ S ,

Higher economic growth, despite the higher indices of productivity,
will lead to greater absorption of labour which - for the region as a whole -
should equal the rise which will occur in the economically active population.
Nevertheless, it will be impossible. to solve the problem of underemployment
in a relatively short peried. Higher levels of productivity. and income in
this- section of the populztion will be promoted, however., The employment
structure will change significantly, not only in respect to sectoral
distribution.butialSO as regards its composition from the standpeint of the
nature_of jobs and skill levels. This raises the question of training
requirements for the-economically active population, which must also be

examined, IR I L G

Imporf'requiremEnts

Between the late 19605 and ls74 the volume of imports grew rapldlv,
and more than the domestlc product, 1n most countrles of the region. This
occurred in the context of structural change leaalng to gfeater openness to ,
the exterior, dlver31 1catlon of exports, greater use of, external financing
and an actlva role for transnatlonal corporatlons in the ecouomles of the
countrles of the reglon.‘ On the other hand, in the last four years, as a
result of the eerlous bqlance—of—payment problems of the non—o;l—exportlng
countrles, the dynamlsm of imports has decreased to such an extent that

absolute levels have fallen, particularly in the countries of ﬂreater

weight in the region,
/The prospective
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The prospective studies of CEPAL consider the projections for imports
in the context of a dynamic growth process, taking into account various factors
affectlnﬂtue features of -the process, especially its relation to the produet,
invastmentsand the cbjectives of national industrialization programmes.

It weuld appear from this analysis that import needs will tend

te grow in almost all countries and for the region as a whole at a higher
vate than the domestic product, In the illustrative scenario which we ave
considering, imports will tend to grow by over 8% annually. Thus imports
6f goods and services by 1990 will be 2.5 or 3 times above the averages
recorded in recent years. "Their structure will continue to accentuate the
predomlnance of 1nterm£d1ate and capltal goods, and, relatively speaking,
the largest growth will oceur in imports of capital goods.

The balance=of-payment problems and export needs

It is therefore clear that the external purchasing power of the Latin
- American countrises will have to grow much faster than in the past in order
to be able to satisfy .the demand for imports:of goods and services. This
growth will depend on three main sources: (1) volume and diversification of
exports; (2) evolution of the terms of trade; and {3) possible magnitude of
external investment and rinancing. Thus, for example, if it is assumed that
the terms of trade remain at 1976 levels and reascnable limits are placed on
external financing, taking into account the experience of the present decade
and the relationship which such financing or the accumulated debt must
retain with the product and investment and particularly export earnings, it
would appear that for the region az a whole export earnings from goods and
services must rise at a rate similar to that of the gross domestic product, or
approximately 7.5% a year, in the economic development scenario under
consideration. '

This raises a key problem, namely, the analysis of the internal and
external prospects conditions needed to satisfy these growth targets for
expérts of goods and services necessary to the acceleration of economic
growth.

To appreciate the scope of the problem and the nature and extent of the
structural changes which will have fo take place in the internal and external
settings, it is worth comparing these needs in exports of goods and services

/with past



.‘with_pas; expé;ieﬁéé and in particular with therhypothetical projections of
exportéiéesu;ting fﬁom the extrapolation of the trends of the share of Latin
Ameriéan éxports (by-major,branches}_in world trade. Thus for example, if
world tfade-expands in future at-a rate approximately equal to the past
average, a litt;§ over 7% a year, Latin American exports will only increase
by 4.5% annually. It must be stressed that tﬁis result stems frﬁm projecting
for the future the slow groﬁth rate of exports of primary products and their
declining share in world trade, the trends for fuel exportsrwhich may now
change appreciably with the new status of Mexico as aﬁ oil exporter, and the
past trends of the share of manufacturing exports. Tﬁis structural framework
will have to change in line ﬁith the transformations in the conditions of
production and supply in lLatin America and the structural changes which must
take place in the world economy in order to shape a new international economic
ofder.

. The CEPAL secretariat has undertaken various quantitative studies of
the possibilities and policies for reducing this potential deficit in the
trade balance and their implications: for the economic growth rate. We do
not wish to extend this report by presenting that quantitative research, nor
do we wish to evaluate and establish quantitative targets, as already noted,
The aim here is mereiy to stress the nature and scope of the objectives of
the strategies and policies raised by this problem of external variables.

It is well known that external financing cannot be the main source for
covering this deficit, which will be further increased with the addition of
outflows in the form of profits and service payments on investment and the
extefnal debt, This would be neither viable, given the size of the deficit,
nor logical for the above-mentioned reasons concerning the significance of
the deficit and the situation of domestic saving which accompanies a policy
of that kind. '

Broadly speaking, the global complementary solutions which should be
explored are: (a) the growth and diversification of exports over and above
the results of the trend projections; (b) improvement of the terms of trade;
(c) the possibilities of holding down imports to lower levels than in the
projections; and (d) the use of more extermal financing than the targets

fixed in those prospective studies.

/The growth
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The growth of exports should be studied in relation to thelr '
composition and markets., With rezar& to their growth rate ard qtructure,
during the present decade the process of diversification of lLatin Amer;can
exports underway since the end of thé previcus decade has accelerated both
in the case of primary products and thanks to the increasing share of
manufactures.. Yor the region as a whole, exports of industrial products.
nevertheless represented a mere 20% 6f the total and are concentrated in
the large and certain medium-size countries. As is natural, the structure
of exports must change in line with. the productive and technologicaI-
transformations accompanying the process of economic development. and thls
is also -an inherent part of a development strategy aimed at malntalnlng a
certain degree of openness to the exterior. A similar line of thought,
particularly in relation to resource endowment, should also be'followedll
concerning the greater growth which must be achieved by exports of priméry'
praducts: in this case there iz also the material fact.of the great'weight
of such exports in the regional totai, particularly in the“case“of the
medium and small countries, | _ ‘.

The substantial growth required in Latin American exports over the

coming decade will therzfore have to include both the various branches
‘ of primary products as well as highef ahd more diversified exporté of
industrial products which represent the more dynamic currents of world
trade. It is well known that in the area of primary products Latin America
has been losing ground in world trade. The quantifative studies show that
it .would suffice for the region to maintain a given propoftion of ﬁorld
trade, and he allowed access to the markets of.the indﬂstrial countries,
for exports to be able to rise at a significantly higher rate than in

the past, Nevertheless, it is industrial products which must become the
most, dynamic element in Latin American exports,

. In recent yearé the value of total exports wasldistributed in the
following manner: zbout two-thirds to the qevelqpedrcountries, roughly
.20% to the Latin #merican countries, rather less fhaﬁ_lo% of the socialist

countries and 4* -to the other developing éreas, '

- /Obviously, to



- 16 =

6b§iotsly, to achieve the éxport targets required for the region's
ecbnomic'gr0w¢h'will depend to a great extenf, eépecially in the early
years, on access and growfh;of exports'to.the industrial countries which
burrently absorb such a a large proportion of them, And this will in turn’
depend on the evblution of the externmal demand of those countries ‘and '
partlcularly thelr dellberatg policies to eliminate well-known vestrictions
of all kinds which limit éédess to their ﬁarkets, and their policies to '
restpucture tﬁeir domestie aétivity in suck a way as to foster the basic’
conditions for a new, gfowing position of the developing countries in the
world ecenomy, o o _ v ‘

The studies also :show that although positive results have been achieved
in incréasing andidiversifying'egports to the industrial countries, the'
ﬂrbwth of iﬁtra-regiohal trade would appear to be a necessary condition for
.acceleratlng the development of Latin American countries. That trade has
been grow1ng at a hlgher rate than trade with the vest of the world, At
the beglnnlng of the 1960s exports to the region represented only 8% of the
total; théy now account for 17%.1/ It should alsc be emphasized that intra=-
regional e&porté-are different in composition than trade with the rest of
the world, since they are predominantly accounted for by new branches of’
intermediaté‘industriai products and capital goods. '

'Finally, it is also cleav that increased trade with the socialist -
‘countrles and the other developlng areas should be a complementary objective
in order t6 exploit the great potential offered by those areas. Besides
thésa objectives are included in national policies and CEPAL is ﬁrogressing
with basic studies in this subject.

| The fluctuations and deterioration in the terms of trade have had an

important effect on the balance~of-payments results and the course followed
by investment and real income in the Latin American countries. The prospective
studies have assumed tﬁat terms of trade will remain at 1976 levels, For
the oil—éxporting countries the index for that year is substantially higher
than for 1970, and for the nonnoil-expéfting countries it is approximately
the same., For the latter group, the terms of trade improved in 1977 but
worsened significantly in 1978 due +to fluctuations in some primary products

vhich were partly due to exogenoug factors,

1/ These figures do not include the countries and territories of the
Caribbean, except for Haiti and the Dominican Republic.
/The prospects
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The prospects as repgards therevdlution of the terms of trade are far
from being encouraging, espécially in the short and medium term, owing
to the increasing cost of Imports from industrial countries, the rise in
the price of fuels and the instability and uncertainty concerning the prices
of primary commodities., As external price relations deteriorate, balance-
of-payments problems will be aggravated, Hence the capital importance
which Latin American countries and the developing countries as a whole
assign to the objective of achieving stable and remunerative real prices
of primary commodities in the international market.

The model of these economic development scenarios assumes that the
growth 'of imports will be relatively greater than that of the domestic
product., ¥With the readiustment introduced in the technical relations, the
elasticity shown by projected imports with respect to the product is less
than in the early years of the decade; the models do, however, show a
relatively open structure of growth compared with that existing in past’
decades when what is known as the import substitution model predominated.

In the face of the potential deficit being studied, the question
to be asked is whether it would not be poszible to speed up economic growth
by reducing the elasticity of imports resulting from these studies, This
question assumes transcendental importance just now in view of the
accentuation of protectionism and the resistance of the developed countries
to the adoption of effective measures which will increase trade with the .
developing areas in the context of a process of restructuring the world
economy, Although a precise technical answer cannot be expected on the
basis of the global analytical instruments undér consideration,; some ‘comments
of a general nature may be made here. Firstly, there are various elements
which indicate that, within the context of the prevailing development style,
the import elasticity resulting from these quantitative studies may be
vegarded as reasonable from the sténdpoinf offa-spécifib structure of
economic efficiency. It is possible, however, to conceive of another
‘relatively less open growth structure with some compression of the import
" coefficient, and.in.thié sense it could be conmsidered that at least the large

- countries and some of the medium-sized countries are now in a better

/situation than
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situation than previously - owing to the industrial capacity they have
achieved and the increased size-of their domestic markets ~ to make progress
in the substitution of imports of essential intermediate and capital goods
- and achieve the net effect of a relative reduction of import needs.

The experience of these last four years of reduction and slow growth
of imports could be taken as.an indication of their "exaggerated" growth
in earlier years and of the feasibility of compressing the_imﬁort,,
. coefficient at least during the next stage of the economic development
process, It is obvious, however, that the exﬁerience of this period is
relatively short and has been dominated by special situations, so that it
.does not lend itself to drawing conclusions on the longer~term results of
this type of policy. There can be no doubt, moreover, that a policy_éf
this kind must be thought of in the context of the growth of intra-regional
trade, since this would facilitate a more efficient solution than impoft
substitution at the national level, '~ ‘ |

Lastly, it -should be noted that in this review of the reduction which
might occur in imports compared with projected levels, further considerations
“require to be formulated as regards the effects of'essenfial-dhaﬁges in
the development strategies which affect the redistribution of income and -
result in social trends very different from those currently prevailing.
It is usually considered that in such situations import needs éould decline
in relation to certain rates of global economic” growth, This point,
however, would have to be investigated in greater depth and referred to
concrete situations, because it could equally be"suppoéed‘that development
-strategies different from those prevailing could have a substantial impact
in the form of major changes in the structure of imports and their social

destination, but might have less effect on their total volume.

3. Some conclusions on the basic objectives of the
" Latin American development strategy -

This document does not pretend to deal with all -the different aspects
which a development strategy for the Latin American countries must consider,
‘Among other reasons, it would be difficult to do so owing to the diversity
of situations and the economic and social heterogeneity shown by the different

countries, The conclusions noted bhelow are confined rather to the matters

/examined in



examined in the foregoing pages; plus specific proposals approved by the
governments at. the last session of CEPAL, They therefore refer to economic
growth, Social and human development, external economic relations and regional
co-operation and integration,

A, As regards economic growth:

(1) Economic growth should be speeded up until substantially higher rates
are reached than In the past, 'so that the available labour force,
which will increase by a considerable amount, can be productively
absorbed and the conditions of emnloyment; productivity and income of
the great mass of the underemployed populatlon can be improved. Dynamic

- growth of production and 1ncome will apprec1ably Fac111tate the
instrumentation and realization of policies aimed at eliminating
situations of pverty and improving income distribution;

{(2) -Approprlate production and technological changes should be promoted in
the economy so as to ensure a process of increasing diversification
and integration of the national economies and the establishment of
more solid bases to uphold future Jdevelopment;

(3) The growth of agricultural producticn should be boosted in the ltht
of the need to increase the availability of foodstuffs in order
to resolve situations of poverty and indigence as rapidlf as possible
and meet the increased requirements for agricu;tural‘exports which
it will be essential to Loster,

(4) A vigorous boost should be given to 1ndustr1al development, in forms
suited to the conditions of the dlfferent‘countrles and taking account
of the pegicnal integration and co-operation programmes. In parficular,

- . mew industries producine essentiazl intermediate and capital goods must
be developed in order to help to ensure sustained economic growth,
Industrialization poligcies should therefore recognize that the
growth and diversification of ewports of manufactures constitute a
basic ob]ectlve of primordial 1mportance for Latin American -

' development-' ' . R : L

(5)  The formation of domestic, public and private savings must be

inereased, to serve as the main source of financing of the capital

formation required to speed up economic growth. The efficiency of

/of institutional
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of institutional méchihéry must be enhanced, and fiscal policies

both of.a‘géheralfnature'and with fespect'to public enterprises,

as well as other measures, must be adopted with a view to checking
the increase in consumption concentrated in small high-income sectors

of the population,

B. ' As regards social and human.development

(1)  Economic growth is a necessary condition, but it is not in itself

sufficient to ensure full social and humen development. It is
L‘therefore necessary to introduce institutioral reforms and adequate

policieé, within the setting of an integral and organic conception

of the development process, The results of this economic growth must

be ‘more fairlv distributed so that, with the active participation of

the different social sectors, juster societies can be constructed

in which human beings will find the best possibilities for the

fullest developmeﬁt of tﬁelr potentlalltles. To this end it will

be necessary; ‘

(2) To restructure the distribution'éf income and social consumption,

' rationalize public expendlture and change the direction of private
and publlc investment sc as to fulfil the social objective of

~ increasing the well~being of the entire population;

(3) To introduce the necessary veforms to guarantee the access of the
population to employment, education, health and other social
serv1ces, both public and privates '

: (u) To establlsh spec1f1c objectives of top priority in order to deal

” w;th the situations of extreme poverty in the region. The measures

proboééd should not consist of mere assistance policies, but should

result in last1ng solutions in the context of an integral and

organlc conceptlon of the deveﬁopment strategy.,

c. As regards external trade and lnternatlonal co~operation

(1} Increasing and diversifying exports faster and more extensively than
in the past is a basic requisite for speeding up economic growth,
The Structural‘nhaﬁges which. should be promoted are the natural

r

/consequence of
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consequence of the need for export flows to keep in line with the
process of the countries' production and teéhnolocical change

and the need gradually to reduce the marked imbalance characterlstlc of
the extermal relations of the Latin American countrles. The specific
solutions will, of course, depend on various aspects of the different
Latin American countries, such as the resources avaiiable, the degree

of development of the economy, and the potentia; for fﬁrther development,

Regional economic co-operation and integration can make a very positive
. p

- contribution to achieving these ohjectives of diversification, especially'

in the case of the medium~sized and small countries;

The general analysis shows tﬁat the big expansion of exports needed will
call for an appreciable effort in all export areas: primary commodities,
traditional and new proﬁucts, and in the different goods of industrial
origin., The latter will undoubtedly be -the ﬁost dynamic factors in this
growth, but the first-mentioned types of exports will continue to be of

special importance because of the region's endowment of resources and the

- big ghare of total foreign exchange earnings now accoynted for by these

exports., Naturally, at the national level the different countrles pos5ess
differént,endowments of resources and levels of industrializéfion. 80
that each country mﬁst pursue these export objectives through structures
in keeping with its own particular conditions. The important contribution
which progress in regional co-operation can make to the attainment of

more satisfactory national solutions should be stressed in this respect,

The achievement of these objectives requires several factors. At the
general level mention may be made of: (a) the national economic policies,
and particularly the measures for export promotion; (b) the dynamism of
the world economy, and particularly that of the industrial countries with
which Latin America maintains the bulk of its economic and financial
relations; (c) progress in internatjonal co-oOperation, and pérticularly
in deliberate policies of the developed countries to facilitate

access to their markets and the restructuring of their economies so

as to open the way to a new structure of the world economy and trade
vhich will promote a more dynamic form of insertion of the developing

countries; (4} the progress achieved in regional co-cperation

fand integration
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ahd'integraticn; and (e) the progress vhich can be made in
expanding trade with the socialist countries and other developing areas;
The Latin American countries have made progress during the present

decade in implementing policies for the expansion and diversification of

'exports and the liberalization of imports; however, few measures have

been adopted by the developed countries to facilitate adequate access
to their markets, and the unfévourable conditions already prevailing are
being exacerbated by the intensification of protectionist measures. It
must be concluded that the prdgress made by the Latin American countries

in the expansion and diversification of their exports has depended

'fundamentally'cn national efforts and on the evoluticn of international

demznd, and only to a very minor extent on the adontion of specific
decisions by the developed countrieg. The establishment of the
Genéra;izéd Svstem of FPreférences may be recalled here, but its
limited scope is only too well-known.

As regards international co-operation, the developing countries

havé made proncuncements and pronosals concerning the institutions
which should be established and the measures which would have to be
adopted in cénnexion with trade in commodities and industrial products

in order to increase access to the markets of the developed countries,

organize the international markets and secure stable and remunerative

prices for commodities. Very little progress has been made in
this‘field, and it can only be hoped that the current and future

negofiations will make some headway towards the adoption of

immediate and longer-term measures which will enable the new

International Development Strategy for the next decade to be placed
on bases giving greater hope for the structuring of the New

International Sconomic Order;

‘ - . /{6) Latin
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D.

(1)

(2)

(3)

Latin America will continue to need strong support from extermal
financing to speed up its economic development, In this connexion
the proposals put forward by the Latin American countries, which
coincide with the position of the developing countries as regards
the reforms of the international monetary and financial systems,
are also well knowm. There is particulaf concern here over Latin
America's progressive elimination from the flows of transfers of
resources on concessional terms, the real or potential restrictions
limiting its access to the long-term capital markets, and the lack’
of adequate machinery to deal with the serious balance~of=-payment
problems created by factors of external origin such as those stemming
from the internmational ecconomic conjuncture.

As regards economic co-overation and integration within the region
and vith other developing countries

Strengthening regional co-operation must be considered an imperative
need for the economic development of the Latin American countries;
The existing integration processes must be revitalized apd made more
flexible and a suitable impulse must be given, with the necessary
co~ordination, to new forms of co-operation in the areas of industry,
trade, agriculture, technology and finanping, so as to give rise to
the rapid growth of reciprocal trade; |

Econcomic and technical co-operation between the Latin American
countries and other developing regions must be promoted in order to
expand trade flows. Guidelines and action plans.have been adopted
in this conmexion in intermational conferences, and CEPAL is paying

special attention to the matter,

/III, PARTICIPATION
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III. PARTICIPATION OF THE REGIONAL ECONOMIC.COMMISSIONS '
IN THE PREPARATION AND INSTRUMENTATION OF THE
IpS.V THE PROGRAMME OF WORK OF CEPAL

1. Some background information on the experience gained
“in connexion with the Internmational Development
Strategy for the United Nations
Second Development Decade

The regional commissions co-operated actively in the prior discussions
and preparatory work in connexion with the Second Development Decade. The
secretariat§ contributed information, basic studies and various data to
the CDP's discussions apd the Headquarters technical activities; in some
cases they promoted meetings of experts and of their government organs for
the purpose of analysing and formulating the respective regional positions
in various matters connected with the Second Development Decade. The
Strategy does n$t include regional approaches, however, since it was
conceived as a global programme of action with general proposals concerning
developmenf objectives and the policies and measures which should be
implemented, especially at the intérnational level, in order to foster
economic and social progress ih developing countries, without introducing
any specific'proposals regarding particular situations of regions or
subregions,.

After the IDS was adopted by the General Assembly, the regional
cummissions promoted its dissemination and undertook technical studies in
order to carry out the stipﬁlated biennial'appraisals. With these aims
in view, CEPAL set ﬁp a Committee of High-level Government Eiperts (CEGAN)
composed exclusively of representatives of developing member countries of
the Commission to deal with all aspects of those appraisals from the Latin
American point of view. This Committee, on the basis of studies by the
secretariat, carried out four appraisals in the course of this decade and
its reports were submitted for consideration at the plenary sessions of
CEPAL. ‘' Thus, Latin America has produced the Quito, Chaéuaramas, Guatemala
and La Paz appraisals.

These appraisals‘represented an important contribution because they
embody the position of the Latin American govermments as regards the concept
of development and the goals and objectives which should be pursued at the

/international level
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international level, They frankly express critical appraisals of the: nature
of the dewvelopment processes prevailing in the region and emphasize the
need to introduce styuctural changes and reforms, while at the same time
examining external relations with the aim of guiding the action of the

Latin American governments at interpational forums.

2. Regional problems and the new IDS

In resolution 33/193, part II, paragraph ¢, the General Assembly
requests the executlve secretaries of the regional economic comm1551ons
"+o bring the;r respective regional experlences to bear on the preparatlon_
of their inpnfs to rhe formulation of the new international development ‘
strategy, taking fully into account the different 1evels of developnent and
differing development situations of‘their respective regions", and in
paragraph 10 requests the regionel economic commissions to contribute ‘
effectively to the preparatory work for the mew Strategy. The resolution
also includes various provisions, such as that releting to social development,
and indicates that the policies will be defined by each country within the
framework of its development plans and priorities and in accordance with
its socio-economic structure. _

Thus, an important issue raised here is the consideration which should
be given in fhe new IDS to aspects or topios peculiar to epecific regions
and countrles, especially in relation to social development, regional |
co—operatlon, oo-operatlon among dlfferent developlng areas or countrles, |
moblllzatlon of natiocnal resources, reglonal or subreglonal 1nfrastructure
plans, and problems related to the preservation of the environment. This
takes on special importance in the light of the well-founded criticism
that has been levelled at the present Strategy because of the global and
very general way in which its policies, goals and objectives are formulated
all of which hampers its 1nstrumentatlon and the subsequent tasks connected
with the review and appraisal of its 1mplementatlon, owing to the different
situations and prospects presented by the countries and vegions of the
developlngrworld

A practical solutlon which would represent a con31derable advance over
the experience gained in connexion with the Second Development Decade mlght

be that once the new Strategy is adopted by the General Assembly the regional

Jeconomic commissions
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economic’ commissions should prepare- regional action programmes for
instrumenting the implementation of the Strategy in the respective regionms.
In this way the regional economic commissions, at the level of their
government organs, could enlarge on the broad formulations of policies,
goals and cbjectives and make them more specific, taking into account the
particular conditions and priorities of each region, especially as regards
national development policies, their basic goals and objectives, regiocnal
co-operation and co-operation with other developing areas, and other points
which it may be deemed necessary to consider. In addition, the regional
economic commissions could consider important regional or subregional
projecté. These regional action programmes could be supplemented by national
development plans or programmes which the govermments would prepare for the
next decade, in the manner and with the methodology considered most appropriate
according to circumstances. More effective instruments would ‘thus be made '
available for the 1mplementat10n and appraisal of the new IDS.
CEPAL con51dered some aspeuts of these matters at the CEGAN meetlngs

in March 1979 and at its eighteenth session in La Paz in Apr;l 1979, as will
be seen below. ' '

- In this respect, it is very important to underline the CDP's thinking
as set forth in the veport of its fifteenth meeting {(March-April 1979),
paragraph 117 of which‘reads as follows: "The adoption of an international
development strategy for the third United Nations Development Decade By
the General Assembly in 1980 should not be an isolated act. Rather, it
should be followed by a continuing evolution of regional and subregional
strategies to elaborate more specific goals and measures of policy in relation
to regional needs and circumstances, The dialogues conducted by Governments
for this purpose in regional and subregional fora shéuld pave the way for
enhanced economic and technical co-operation among members of the relevant
regional or subregional. bodies. The intefgovefnmental fora of'regional
economic commissions oflthe United Nations ave alrveady available for this
purpose. They should serve as major instruments for designing and implementing
regional and sub-regional programmes of action, thereby enhanc1ng the

operational content of the thlrd development decade.™

/Furthermore, CDP
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Furthermore, CDP indicates the need to select a limited number of
large-scale regional and sub-regional projects with the participation of

the regional economic commissions.

3. Programme of work of CEPAL in commexion
with the new IDS

At its eighteenth session CEPAL adopted two resolutlons of particular
interest with vespect to the preparatory work for the new IDS. one concerns
the fourth bienmnial appraisal of the Second Development Decade and the
other concerns the preparations and contributions by CEPAL for the formulation
of the new strategy for the Third Development Decade. '

The fourth (La Paz) appralsal follows 51m11ar lines to those of
previous appraisals., It reviews the Latin American economic and social
development process_in the ooﬁtext of the integral concept of fhé Second
Development Decade. It makes frank criticisms of the nature of this process,
especially as regards its limited social projections, and particularly
mentions the serious problems of unemployment, the high concentration of
income and the magnitude of critical poverty. It evaluates the problems
of the external relations of Latin America at this stage of its development
and makes statements on the p031tlon of the lLatin American countries as
regards each of the main toplcs of 1nternatlonal co-operatlon trade policy,
protectlonlsm in the developed countries, commodity trade, exports of
industrial products, transnational corporations, technology, and menetary
and external financing matters. It also reviews the specifio&problems of
economic relations with the different developeo areas. Léstly, it also
deals with regional co-operation and integration in the Latin American area
and co-cperation with other developing areas.

Resolution 386 (XVIII) on preparations and comtributions by CEPAL to
the new Strategy makes a number of recommendations to the governments and v
entrusts various tasks to the secretariat. Among its provisions the following
are particularly noteworthy:

(a) That the secretariat should prepare a regional action programme
aimed at instrumenting the implementation of the Strategy to be adopted by
the General Assembly:

/(b) That
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(b) That it should convene CEGAN before the end of 1879 and during
1980 so that it may evaluate the progress made in the preparatory activities
for the new Strategy carriad out by the Preparatory Committee and also the
work of the secretariat in this field; )

(c) That the governments of the developing member countries of the
region should prepare plans or programmes which include the formulation of
economic and social development objectives and goals for the next decade
together with their relevant strategies and policies, suitably linked with
the instrumentation and implementation of the Strategy as far as the Latin
American countries are concerned; and

(d) That at the nineteenth session of the Commission, which will be
held early in 1981, a regicnal action programme for the instrumentation
and implementation of the New International De&elopment Strétegy to be
adopted by the General Assembly be considered, and the development decade
for the countries of Latin America be proclaimed. 7 ‘ _

In accordance with these proposals, the instrumentation, implementation
and appraisal of the new IDS will have a more concrete and practical
significance. In so far as some degree of compatibility can be achieved
between the International Development Strategy at the world level, the
action programme at the regional level, and the governmént programmes or
plans at the national level, machinery of great practical efficiency will
have been créated. It would certainly be very useful to examine the scope
which the regional action programmes and the programmes or plans to be
adopted by the governments will have, so as to ensure this consistency

between the three levels.
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386 (XVIII) PREPARATIONS AND CONTRIBUTIONS BY CEPAL FOR THE FORMULATION
OF THE NEW: INTERNATIONAL DEVELOPMENT STRATEGY FOR THE
. THIRD UNITED NATTONS DEVELOPMENT DECADE *

The Economic Commission .for Latin America,

Reiferatihg that thé formulation of fhe New International Development
Strategy should be based on the concepts of the New International Economlc
Order contained in General Assembly resolutions 3201 and 3202 (S8-VI), which

ponstltute the Declaration and Programme of Action thereof, and in
‘ resolution 3281 (xxix) on the Charter of Ecbnomig Rights and Duties of
States, as laid down in General Assenbly resolution 33/193, which formulates
the guidelines for its preparation, '

Recalling that General Assembly resolution 33/193 lays down a set of
intefrelated measures to ensﬁre economic and social progress in the
developing countries and that it accordingly specifies among the objectlves
which should be attained for the’ benefit of the developlng countrles- far-
reaching chapges in the structure of world productlon; a substantial increase
in agricultural production in the deveioping countries and effective éccess
for such products to international markets; the development of ﬁhyéical and
ingtitutional lnfrastructure, industrialization at the rate neceSSary to
achleve the targets laid down, improvement of the terms of trade'
substantial increase in exports and the establishment of spec1al and
preferentlal treatment for the developing countries; a substant;al increase
in rezl terms ih the‘transfer_of resources oOn a predictablé, reliable and
continuous basis, organization-of-therinternatibnal monetary éyétem; removal
of obstacles to-the promotion of the transfer of technblogy, and“;ncouragement
of the development of domestic technological. capabilities, and fébaliing
moreover that the preparatory committee set up under that resolution has
already begun its work; ‘

Also taking into account the fact ‘thdt the resolution emphasizes that

the new Strategy should reflect, in an appropriate manner, the need for
adequate policies for the promotlon of social developrment to be defined by
each country within the framework of its development plans and priorities

and in accordance‘w;th its socio-economic structure and stage of development,

taking into account that the final aim of development must be the constant

#/ See above, paragraphs 572, 573 and 579 to 581,



increase of the well—belng of the entire populatlon on the b351s of 1ts

full participation in the process of development and a fair distribution

of the benefits therefrom, recalllng other provzslons of the resolutlon
relatmng to the moblllzatlon of national resources, the 1ntegrat10n of -

women and youth, and ‘the protectlon of the enV1ronment, and also bearing
31n mlnd that thls resolutlon states that the new Strategy should "contr;bute
Ato the promotzon of the ob]ectlve of natlonal ‘and collectlve self-relxance
of the developmg countmes, especmlly through the promotion and support

. of economic and technlcal co-operation among themselves“

Con31der1n§ that this resolution requests the reglonal economlc
.comm1351ons to contrlbute effectlvely to the prenaratory work for the new
Strategy by prov:dlng 1nputs, 1nclud1ng relevant documentation, in ‘accordance
_with the objectives set. forth in the same resolutlon, and that 1t ‘also
:requests the Executive Secretaries of the reglonal economic comm1331ons to

.. bring their respective experience to hear on the preparatlon of their a

.. inputs for the formulation of the new Strategy, taklng fully into account

the different levels of development and the dlfferzng development :
situations of their respectlve reglons,_‘ ) )

Also bearing in mind that in accordance w1th this General Assembly
resolutlon and the problems affecting Latin Ameracan development it is
.- incumbent on CEPAL to contribute to the Preparation of the new: btrategy so
that it w111 constltute an effectlvsa 1nternat10nal plan of actlon for
promotlng the economic and soc1al development of the developing ﬂountrles
and will at the same time take account of the toplcs and objectlves Whlch

are of transcendental 1nterest for the solution of the VaPIOhu cronomlc

development situation of the countries of the reg;on, and that orce the

new Strategy has been adopted by the General Assembly, CEPAL shonld promote

its implementation at.the regional lewvel and organize itseif to carry out

the activities of_appraising the progress achieved'with respect to the

goals and-objectives and the implementation of‘the policies‘and meas ures

laid down in the new Strategy, o ' |
Cons1der1n§ that, despite the efforts made by the developlng countrles

_ of the region towards the obqectives set out in the Intepnatlonal Development

Strategy for the Second Unlted Nations Development Deeade and the shaplng

o v



of a New International Economic Order, these have not been sufficient to
boost thé development of the de%eloping countries due, inter alia, to the
obstacles deriving from the policies and measures imposed by the
indusfrialized countries and the acceleration of the remittance of profits
outside the region and other negative practices of the transnational
enterprisgé; with the result thaﬁ Latin American development is still facing
serious probleﬁs and obstacles of a structural nature at the national level
and above all at the regional and international levels, the manifestations
of which include the foliowing:

(a) the rate of economic growth has declined considerably since the
middle of the present decade, and a large number of countries in the region
have continued to achieve unsatisfactory and extremely slow progress.
Agricultural 6utpﬁt, despite technological progress and diversification,
has continued to follow the historieal trend, and industrial output has
suffered an appreciable decline in vigour in recent years.,. This evoluticn
is clearly at odds with the region's potential for economic growth, in view
of its natural reéource endowment, the abundant availability of labour and
the capacity to promote an adequate process of investment and to carry on
private and public management of the economy, despite the problems and
obstacles of an internal and external nature suffered by the developing
countries of Latin America, including the restrictive practices of the
transnational enterprises and problems of a structural character. It is
therefore necessary to envisage solutions, within the formulation of the
third International Development. Strategy, for the problems created by the
application of strgtegies unsuited to the characteristies of the regiong

(b) the regién continues to show indications of substantial economic
and social backwardness in many aspects and features which characterize this
stage in its development: ineffectiveness in promoting the full productive -
employment of human resources; a very high concentration of ownership of
property, income distribution and consumption; increasing foreign'debt;
situatioﬁs of intolerable extreme poverty and indigence; marked heterogeneity
in the systems of production, which is reflected in the economic and
technological backwardness prevailing in the productive activities of a large

proportion of the labour force and also in the low level of integration of



the national economies; insufficient development of industrial production
of fundamen%élf@étegofies of basic and capital goods needed to stimulate
economic development; unbalanced external trade, with primary commodities
taking uﬁ a large share_of exports, while imports are largely composed of
industrial products and cépital goods essential for the growth process; and
low levels of domestic saving and considerable dependence on external
investmeﬁt and financing, which help, along with other factors, to limit
the self-determination that nationél development policies should enjoy;

(c) the far—reaghing social changes which have accompanied the
prevailing process of economic growth in the region have helped to shape
societies which are unjust and highly polarized, with increasing social
differentiation and extremely unequal distribution of the benefits of growth;

(d) the decline in the economic growth rate is largely attributable
to the recessionland fluctuations in the world economy, and in'particulap
to the couwrse followed by the situation of the industrial countries, on
which Latin America is still highly dependent, These unfavourable economic
developments have heightened the gravity of the social problems mentioned
aboves

(e) despite some promising advances in economic co-operation and mutual
trade among Latin American countries, several ecomomic integration agreements
are encountering serious difficulties, and the objectives and targets laid
down have not been achieved. In addition, the efforts of the developing
countries to implement the agreements adopted at the Mexico City Conference
on Economic Co-operation among Developing Cowntries on ECDC have not received
sufficient support from the industrialized countries, particularly in UNCTAD
and UND?; : "

(f) serious difficuifies'are being encountered in achieving thé
neceésary degree of expansion and diversification of exports of primary
commodities and semi-manufactured and manufactured products., The obstacles
which hamper an@‘limit access to the markets of the developed countries are
increasing as a result of the preliferation of tariff and non-tariff barriers,
including measures which have come back and worsened the climate of
pmtecfic’:n'iém_ now dominatipg international economic.policy, To this must

be added the worsening and instability of the terms of trade, the burden



of foreipgn indebtedness, the deterioration in the terms of financing and .
the fluctuations and uncertainty in the currency -and exchange markets,
which adversely affect the interests of the developing countriesi

(g) the industrial redeployment assistance measures in the
developed countries which are used to maintain inefficient industries
adversely affect the interests of the developing countries, while the
agreements on the restructuring of industry in the developed countries,
which affect the developing countries,-have,so‘far beeﬁ reached in forums
in which the latter countries do not participate;

(h) in practice, conceﬁts have been followed which are not accepted by
the international cémmunity and are contrary to the efforts to establish
a New International Economic Order,-such as grading, selectivity and access
to supplies: ‘ ' ' B ' '

(i) international commodity markets, including the commodity exchanges,
are frequently monopolized by the transnational corpdrations, in favour of
their own interests.- o ' .

The international situation described above is preventing the latin
American countries from fully mobilizing their potential resources and .
carrying through appropriate economic policieé to achieve the efficient
allocation of their resources and promoté dynamié growth in productivity
and income. ‘ ' _

It is therefore urgently necessary for tﬁe countfies of the region
to intensify their national development efforts and, for the‘éame purposes
co-ordinate vigorous action on the basis of regional and irternational
solidarity to tackle the ﬁroblems indicated for the benefit of all the
countries alike. To this end, it is essential to promote the formulation
and application of a regional plan of action for the fortheoming decade,
which should be linked with the preparation and applicaticn of the New
International Development Strategy as far as the countries of Latin America
are concérned. ' .

7. Taking account of the secretariat documents'E/CEPAL/lOGl and Add.l
and B/CEPAL/1076, the'biennial appraisals by CEPAL of the economic and

‘social evolution of the Latin American countries and the implementation

of the current Strategy for the Second United Nationms Development Decade,



and espécially the fourth appraisal, which lays down guidelines ahd proposals
concerning the position of thé countries of the region with regard to the
objectives, policies and measures which should be adopted at the natiopal,
regional and internationgl Jevels, the following fundamental aspects of the
basic objectives and policies of Latin American development should be

stressed, inter alia:

A, As regards international co~operation

(a) international qo-operation is needed if the materialization of the
developing countries' own efforts is not to come to naught. This requives
structural changes in the f@nctioning of the world economy in order to lead
to the establishment of a New Internatiopral Economic Order, especially as
regards - among other aspects - the expansion of the developing countries!
share of production and income in the development of the world economy; the
elimination of protecticnism; the reform of existing rules and procédures in
the financial, trade and monetary field ~ particularly those of IMF and GATT -
to ensure that due account is taken of the interests of the developing
countries; the non-applicétion bf concepts contrary to the establishment of
the New International Economic Order, such as grading, selectivity and access
to suppiies} the expansion, diversification and increased processing of their
exports; fairer and more stable terms of trade; stabilization of the
international commodity mérkets; adequate and foreseeable external financing;
appropriate access fo scignce and technology; and effective supervision of
the activities of the traﬁsnational corporations. A new form of insertion of
Latin America into the international economy should not be regarded as an
end in itself but as a means of contributing to the achievement of the basic
objectives of the economi? and social development of the countries of the
region. | ' '

(b) an essential reéuisite for the development of the latin American
countries is that the dev%loped countries should substantially improve access
to their markets for priméry, semi-manufactured and manufactured goods
produced by deveioping countries, taking into account the recommendation in
General Assembly resolution 33/193 to the effect that special and preferential
treatment should be extended to the exports of those coyntries. It is of
vital importance to define and put inte pnactice rules that will enable the



latter to implément dynamic\export promotion policies, establish a programme
to eliminate. the restrictions applied by the developed countries to the
detriment of imports from the developing countries, and strengthen the
Generalized System of Preferences and place it on a permanent footing;

(¢} to secure the elimination of the tariff and non-tariff protectionist
barriers 6f the developed countries, a strategy of vigilance over the
protectionist dcts of those countries should be introduced which can even:
review on a case-by-¢ase basis whether the application of a protectionist
measure is essential on the part of a developed country, on the basis cf
conditions:of application which must be negotiated and in the lipght of the
export interests of the developing countries;

(d) it is particularly important that world industry should be
restructured so as to favour the industrial development of the .developing
countries, For this purpose it is necessary, inter alia, that the developed
couhtries should adopt effective measures for the redeployment of those
sectors of industry requiring structural adjustment so as to allow the full
and effective participation of the developing countries in production and
harmonize the interests of beth groups of countries., This calls for the
implementdtion of long-term industrial redeployment programmes and policies
by the developed countries, including economic and other indicators, which
avoid protecting inefficient industries and facilitate balanced world-
industrial redeployment;: -

(e} vigorous steps should be taken to promote action to achieve the
objectives proposed in the UNCTAD Integrated. Programme for Commodities in
such a way as to help to attain fair terms of trade with realistic,
remunerdtive and equitable international. prices, bearing in mind that certain
commodities have their own forums for negotiation. To this end, it is -
necessary to ensure the availability of financial resources through the
fulfilment in good faith of the principle of additionality of resources,
in order to finance the¢ measures needed to achieve stabilization; to
restructure the international commodity markets through the common fund and
the essential complementary machinery; to establish working product agreements;
to promote a higher level of processing of commodities in the producing
countries themselves, and to secure a larger share for the latter in the main
aspects of the economy of these commodities, including their international

distribution and transport;



(f) it is'neéessary to assign high pricrity to the fulfilment of the
guidelines laid down in ‘General Assembly resolution 33/193 in connexion
with technolégy, to strengthen the developing countries ' own capacity to
adapt technology, and to establish conditions for the tfansfer_of technologv
which are in keeping wifh the needs of their current stage of development;

(g) Compliance by ‘the transnational enterprises with the guidelines
defined bty the fourth session of the Committee of High-Level Govermment
Experts organized by CEﬁAL as regards such enterprises is of the utmost
importance for the Latin American countries;

(h} a fundamentalfreform of the internaticnal monetary system is
urgently needed in order to promote world trade and development in an
effective manner, Tc this end it is important to:

(i} secure a fairer and more symmetrical process of adjustment in the
balances of .payments of all the countries of the region by reducing
the conditionélity in the use of IMF resources, and promote and
instrument thé decisions adopted in order to make Special Drawing
Rights (SDRs) the main reserve asset in the international monetary
system, with %he aim of ensuring that world liquidity does not
originate in the structural disequilibria or payments deficits of
the reserve currency countriess

(ii) at the next general review of guotas in the IMF definitive
arrangements should be made for the linking of the creation of
SDRs and development financing in two ways: a larger allocation
of SDRs, overiand above the size of the quotas of the developing
countries, and the channelling of the allocations corresponding
to the developed countries to multilateral and regional financial
institutions;

(iii) the IMF should step up its monitoring of the major reserve
currencies, ?ayiﬁg special attention to the circumstances of
the developing countries, and the compensatory financing facility
should be improved and expanded in order cofipletely to check the
decline in the purchasing power of exports of the developing

countries;



(iv} the flow of real resources to the developing countries should
be proﬁoted as an integral element of an effective system. In
this context, thére i3 an urgent need to establish a long=-term
financing facility to finance the purchase of capital goods by
fhe de&eloping éountries, as well as the creation of a medium-
term facility to provide support for externally—lnduced balance-
of-payments dlfflcultles.

B. . As regards econocmic, social and human development

Policies for promoting the development of the developing countries .
will be defined by those countries within the framework of their national

development plans and priorities. =~ g

Economic development

(a) development must be regarded as an integral.process, characterized
by the achievement of economic targets in terms of objectives of social change
which ensure -the full involvement of the entire population in the efforts
and benefits of development, In this context, the countries of latin America
should, individually and free-of_extefnal interference, strengthen their
economic, cultural and social structures so as to achieve coherent develépment
based on national self-determination. GCovernments should intensify activities
aimed at achieving a genuine redistribution of income and high levels of
employment in favour of the marginal groups, so as to .increase their social
well=being by improving the quality of life (health, nutrition, housing,
social security) and social and economic status (mass participation, education
and training);

(b) in the context of this integral process, it is necessary to promcte
changes in production and technology of such a nature as to ensure a process
of growing diversification and integration of the national economies and lay
sounder bases for future development;- ‘

(¢) the growth of agricultural production must be speeded up, taklng
‘special account of the need.to increase the availability of food in order to
‘covrect as rapidly as possible the situvation of poverty and indigence faced
by gheat masses of .the population of Latin America and cover export needs in
order to contribute to the external purchasing power required to. engure .

supplies of essential preducts which must be imported;



(d) a vigorous impuise must be given to industrialkdevelopment,
using methods in keeping with the conditions existing in different
countries and reglonal 1ntegrat10n programmes, anc the productlon of
consumer goods, essentlal intermediate products and capﬁtaW goods must be
encouraged ln order to ensure sustained economic growth and increase
exports of manufactures w1th1n a new structure of international trade-

(e) the Fundamental basis for this acceleratlon of economlc deve lopment
should lie in the domestic effort and the mobilization of the countries' own
resources. The region has shown that it possesses this development potential,
becatse of the na;uraliand human resources it possesses and its capacity to
give impetus to a dynamic process of investment and increage the economic .
efficiency of its production to levels which enable it to compete in the..
international markets; .

(£} there is an urgent need to promote institutional and structural
reforms in’the Latin Ahericah countries in order to realize this development
potential, especially with a view to promoting the large-scale accumulation

of capital, which-can'ohly bé‘achieved by means of substantial changes in
| the functioning of the economies designed, among other cbjectives, to reduce
‘the high lavels of cdﬁsumpfioﬁ concentrated in a small sector of the

populations

Social and human deveiopment

(a) economic gréwth is a necessary but not by itself a sufficient
condition to ensure full social and human development, This requirss the
introduction ofrinstifutional-reforms and appropriate policies within the
framework of an integfal and crganic conception of the development process.
The results of this ec¢onomic growth must be more fairly distribuféd so that,
in addition to ensuring the active participation of the different sectors
of society, it will also be possible to create juster societies where human
beings will find better possibilities for the fullest development of their
potentialy f .

() in this regérd; the distribution of income and social consumption
must bezrestructured;‘public spending rationalized and fheLtrénd of private
~and public-investment?changed 50 as to achieve the social objective-of

increasing the well-being of the entire population



(c) it will also be necessary to introduce the reforms required to
guarantee the access of the-popuiatiOH to employment, education, health
and other soe¢ial, public and private services;

(d) specific high-priority obiectives must be established in order
to deal with the situations of extreme poverty which exist in the region,
The measures proposed shculd not consist merely of aid policies but should
take the form of lasting solutions in the context of an integral and organic
conception of the proposed development strategy., It is therefore essential
to envisage as a fundamental requirement the active participation of the

population in the programmes designed to improve their quality of life.

C. As repards co—operatlon within the region and Wlth other developing
countries -

(a) Regional co-operation should be considered as a basic instrument
of Latln American developments ‘ -

(b) Creater dynamism and flexibility must be imparted to the existing
integration processes, and specific new forms of co-operation must be
encouraged in the areas oftindustry, trade, agricultire, technology and
financing. Efforts should be made to secure the convergence of these
specific forms of co-operation with the integration processes so that they
mutually strengthen one another; u

(c) Economlc and technical co-operation among the countries of Latin
America and between them those of other developing areas should be fostered,
iﬁ‘accordance with the guidelines'of,the Mexico City Conference on Economic
Co-operation among Developing Countries and the Buenos Aires Plan of Action
adopted at the United Nations Conference on Technical Co-operation among
Developing Countrles. Thls requires the full and unconditional support of -
the industrialized countrles and of the United Nations system.

1. Reguests ithe secretariat: '

{a) to intensify its studies designed to provide support to Governments
in the formulation of the basic development objéctives of the Latin American
countries for the next decade and the orientation of the strategles and
policies which should be considered in order to achieve those objectives at
the regional and international levels in the context of a ew International

Economic Order;



(b} to prepare a regional -action programme aimed at instruménting the
implementation of the Strategy for the Third United Nations Development Decade
tc be adopted by the General Assembly, as regards the countries of Latin
America;

(¢) to maintain permanent contact with the Latin American Group and
with representatives of other govermnments in the Preparatory Committee in
order to provide them with the technical information they request;

(d) to contribute and make available to the Preparatory Committee the
information and basic studies which show the size and nature of the
development problems confronting the »egion, especially as regards the
restrictions and cobstacles imposed by external conditionsg

(e) to prepare a study on the different multilateral sources of
financing for the production and exploitation of commodities in Latin America
(World Bank, regional banks and UNDF) and their degfee of utilization among
the resources channelled to the region, The study should contain specific
recommendations to improve the flow of resources to permit the optimal use
and exploitation of those products, including horizontal diversification,
without detriment to the other priority areas supported by those
institutions;

(f) to convene CEGAN before the end of 1979 and during 1980 that it
may evaluate the progress made in the preparatory activities for the New
Strategy carried out by the Preparatorv Committee, and also the work of
the secretariaf. At these meetings, CEGAN, Iif it deems it appropriate, will
formulate recommendations with respect to the subjects of particular
interest to latin America which should be included in the new IDS;

2. Recommends the member governments of the Commission:

{a) to participaté actively in the Preparatory Committee so that the
situations and problems of the countries of the region may be taken duly into
account in the preparation of the FNew Strategy;

(b) to collaborate with the secretariat in the provision of information
and in the preparation of the research it requires to fulfil the mandates

assigned to it;



3. Also recommends the member governments of the developing countries

of the region, to prepare plans or programmes which include the Formulation
of ecocnomic and social development objectives and geoals for the next decade,
together with their relevant strategies and policies, suitably linked

with the instrumentation and implementation of the Strategy as far as the
Latin American countries are concerned;

u, Purther recommends that st the nineteenth session of the Commission,

which will be held early in 1981, a regional action programme for the
instrumentation and implementation of the New Internaticnal Development
Strategy to be adopted by the General Assembly be considered, and the

development decade for the countries of Latin America be proclaimed,

209th Heeting
26 April 1979




