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Mr. MaNDIVE

ORG.,NIZATION OF WORK

The CHAIRM.N said that; in order to cover all‘aspects
of the agenda item referred to the Committeu, the Secretariat
had -suggested discussion under the followine threc sub-headings:
balances of payments sitvation and monetary reserves position
terme of trade and trends in imports and exports and general
industry, mining and energy conditions, |

Mr. BiLB0A (‘rgentina) proposcnd that and additional
sub-heading should be added, entitled general considerations,
which would alliow discussion of any matters not directly'
rclated to the first three,

It was so agreed.

Mr. PINHLIRO (Brazil) remdrked thqt‘his delegation's
interest in the Economie Survey of Latin america forvl951-52
(E/CN.12/291/Rev.l), prepared by the Secretariat, went beyond
the mere conclusions reached: ht was particularly concerned
to have a clearer idea of the significance and scope of the
concepts expressed therein -nd the terminology used in
describing them, since both diverged from generally accepted
ideas. The methods used also required someoxplanation in order
that the degree of accuracy of the conclusions reached might be
appraised., He accordingly suggested the establishment of a
working group to discuss those technical matters fully with the
Secretariat. |

 Mr. BALBO.
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Mr. B.LBO.. (irgentina) suprorted the sugg:stion. It
was imperative-from tle viewpoint of economic researci,
particularly on the calculation of national incomc, that there
should be an exchange of ideas and information on those matters.

Mre. Z:iMOR. (Mexico) felt some fmisgivings in case the
Committee should be exceeding its tcrms of reference by sctting
up such a working group. would it not be more appreopriate to
set up an informal diScussion group for the purpose?

The EXEGUEIVE SEGRBL &Y =nd the ¢opitins SRCREPB.RY both
welcomed the opportunity to discuss with any delcegates who
might be intercested a number of terminclogical and conceptual
difficulties involved in the preparation of the report.

after some discussion, the CH .I%M.N, summing up, said the
suggestion was to set up an informal working group with the
Sceretariat to discuss the terminology and methods usaed by
ECL: in the preparation of the Lconomic Swrvey and that the
results of the discussion should be made availibletoo thbe
Committee in the form of an information document.

It was so agreed.

B..L.NCLS OF P.AYMENTS SITU.TION _.ID MONBT.RY RaouitVeS POSITION
The SLCRLTLRY, introducing the documelitation submitted by
the Sccretariat on the item,stressed that the subjcct matter
of the Committee was the curicnt situation and prospeéts,and
noting that the Economic 3Survey covering the period 1951-52
(E/CN.12/291/Rev.l) wis necessarily not fully‘up to date,
expressed the hope that the discussion would point up the tronds
implicit ia the mostrecent eveats

/The most
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The most striking feature in the prescnt ~balance of
payments and m:nitary reserves situation was the continued
high level of production and national ‘income outside Latin
smerica, chiefly in the United States and Burope, while in the
past two years a sonsiderable deterioration had cccu.red in
the balancesof payment of Latin .merica as a whole. The
worsening was largely due to external factors, since .prices of
raw materials had fallen to similar or even lower levels than
had prevailed before the sStart of hostilities in Korea.Foreign
exchange reserves had been expended rapidly in 1951 and by 1952
most Latin-smerican countries hid been obliged to re-introduce
restrictions on imports, frequently to the detriment of
development progrzmmes on te consumption levels.

1n 1952, gold and dellar reserves had remained around some
3,350 million dollars, rising slightly in the second half' of
the year; this wns roughly ths sume level as before the Korean
war whereas the_curremt volume of imports wus greater, the terms
of trade were less Favourable and export volume had droppeds
The question therefore 2rose whether the level of curicncy
reserves, by entuiling a further restriction of imports, would
not prove one of the obstacles to continuved economic development
in Latin dwerica.

The countrics of Latin .merica foll roughly into two groups
those whose trade was principally with the dollar area, the
Cafibbean region plus kixico, &cuandor., and Bolivia, and the
remainder, carrying on trade mairly with Europe under »ilateral
agreements.  Practically no convertibility difficulties existed

/for the
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for the former group and their dollar rescrves as a whole had
risen slightly in 1952, whereas there had been a marked drop
in the rescrves of the latter groupn, leading to acute
difficulties in meeting cﬁrrent payments in dollars. Unless
some remedy were found for the situation, it would probably
be impossible to maintain the recent average rate of increase
in national income in Latin jmerica (4.8 per cent annually).
In fact the rate for 1952 h-d f£allen short of previous years
and; furthermore, the gross investment rate for Latin amoerica
s a whole showed signs of dropping, leading to the inevitable
conclusion that the position of balances of pavments must be
alleviated if adequate procducticn and investment rates were
to be maintained.

In 1952, the balances of the first group of countries on
current account had shown a slight improvement vis-a-vis the
United States; largely owing to reduced imports, but the
overall deficit for Latin .america still remained, due to the
heavy payments for scrvicing forelzn capital investments in
Latin America. The current account deficit had been only
partly offset by further dircet investment or loans,and gold
and dollar reserves had had to be transferred to the United
States in 1952, apart from rising short term debts.

The position in respcet of Lurupe had become more acute

-
=

1’1952, eéxisting trade surpluses hLnving dropped considerably ;
in fact including other current sccount items, there had been
a Geficit. The major factor had been the decrease of Latin
American -exports to Europe, proporticnately greater than from

/other ru:gions
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other regions of the world, a trend which apparcently indicated
underlying problems wlth roots stretching further back, The
Secretariat, in conjunction with the Economic Comaission for
Eurcpe, had made a thorough astudy of the prJolém and issued a

comprchensive report ou the matter.

The shortage of frecly convertible currenclies called for
measurcs that would allow a greater interchange of trade between
the two arcas, and the extenslen of some facllities of the
Eurcpean Pajm;nts Unlon to Latin-American countries might prove a
partial sclution, as suggested in th: rcport by a Secrctariat

consultant that had becen placed before the Committee,
In conclusion, he said that his chicf object had been to
t

zlationship between current

G
*
H
H

tion on the elose int
can paymentg probleme, the esxisting structure of

i
¢ce of payments and the rate of lLatin-Americean ecoucmic
t

Mr. CAMPS (Argentina) wished to clarify the situation with
fega d to Argentina's balance of paymeuts position. Certain
newspaper reports and reviews had shown Arpenting as havi
sations asmounting to US$S,067,000 at the end

\4

fle made it clear that the statements formulated were due to
an inaccurate interpretation of the concept "outstanding
collections” ageinst Argentine, which appeared in the
publications of Unitcd Statce'banks when publishing such figurecs,

He made this stetement to ensure that therée should be due
clarification of the statements in the Economic Survey, which

might cause Argentina to anncar ss one of the Latin-American

countriecs which had delayed payments, Finally, re¢ vrlné alsc
to the Economic Survey, he would submit to tb Scerctariat the

report of the Argentine Central Baunk for” 195

o8

balance of payments figure could be rectif

/Vr. MEJTA PALACIO


http:bi'1ll1.cS
http:1,vld.ch

E/CN.12//:C.18/5R.1
paze

Mr; MiEJIA PaLaCIO (Colombia) commenting on Coloﬁbia's
balance of payments position, said it had not suffered from the
worsening of the exchange situation common to many other Latin -
american countries in the past few years, bacause of its
satisfactory trade relations with the United States.

a8 a result of the forcec savings ¢ntailed by the war, its
exchange reserves of $22 million at the ond of 1941 had increased
to $176 million 4t the end of 1945. With the coming of peace,
prices in the United States had risen sharply while those¢ of
Latin-~.merican procducts had tended te drop, and despite
substantial .exports, Coleombia's foreign exchange had dropped to
$83 million 2t thc end of 1948, .fter the outbreak of the Korem
war, the balanco had again risen to some $176 million. The
principal factor in the incresse had been the more favourable
price of goffee, which had enabled Colombia to import three
times as much as in 1938 whilc still maintaining its reserves
at a satisfactory level. It had bien assisted by internal
monetary measures taken to combat inflation. Furthermore, the
country's foreign credit, had been re-established by the
scttloment of debts pending since 1938; legislation had been
adopted which provided ample guarantecs for the repatriation of
foreign capital; and the pesc had been devalued in ruelation to
the dollar,

The tariff system had been reviscd sc as to afford
protection to national industrics ,»nd import restrictions,
except for thosa on luxury geods, had been removed. Those

/measures had
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measures had giwen satisfactory results and the country had
been enabled to obtain the hccessary imports.
The country's monetary circulation had rissen excessively

as a consequence of wartime inflation, but without the adoption

i

of any drastic‘measusz the banks had undertoken to maintain
their copital a2t 2 reasonable level, and the Central Bank had
been cmpowercd to take steps to control the countfy's credit
and meonetary policy when any inflationnry symptoms made such
action necessary. Thus a stable monetary position and 2 normial
relitionship between prices snd worjes had been mzintgiﬁcdf

Commentinge on the fiscal aspect, he said that tho budget
during the pdst three yesrs had shown . surplus. The Governmend
had been prudent in the amounts invested in eccnomic development
and had mainta2ined large deposits in the Ceéntral Bunk, which had
ennbled itlto compensate for the sersonnl fluctuqtions:in the
amount‘of_cﬁrrgncy in eirculaticn to-which the Colombian
economy wns subjecte.

With regard to trade, oxports had increased in value and
the current terms of trade were satisinctory. Trade with durope
had not beer quite so advantigeous, although exports of coffee
had increqsud, because Colombia had been forced to import
chiefly luxury goods, but he hoped thit with an expansicn of
industrial output in Lurope the position would improve.

He was not sure whether his country would be interested
in becoming nffiliﬂtpﬂ'to the Huropean Payments Unicorn, since
its chief aim. was to 8ell eocffee furvcunvurmble exchunse.
Similar argument s w\nldlmilibﬁﬁu igainst its jodining any

/proposed Latin
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proposend Latin-american Paymuonts Union.

Mr, CiRDEN..S (Ecuador) said that during the war
Bcunder had been compelled to direct its productive effort
chiefly to the production cf strategic materials and to
restrict its importe: The terms of trade had not be
unfavecurable and the country had accumulated substantial
monetary rescrves, which it had not used as an anti-inflationary
factor since it had been uncbie to obtain imports. .fter the
war tcuador, in commen with other Latin-american coutries,had
experienced a comsiderable worscning in its terms of trade.

In 1946, it had lifted import restrictions, which had
proved a greabt drain cn its monetary rescrves and had finally
necessitabed 2 reform in menotary prlicy. That reform had
enabled the country tc control infl-ticn snd maintain relative
monetary stability until 1949, when the situation had 2p2in
deteriorated. The country had scught means of diversifying
its export producticn, and hal successfully developed the
production ¢of bananas, cacao and coffee., 518 a cunsquence,its
domestic financia2l reserves had increasced; it was currently
experiencing no paymonts difficulties, nd in 1953 it would
probably have a markcd balance of payments surpluse

Since 1949, kcuador had cuncluded five bikateral payments
agreements, three with Luropean nnd two with Latin ~American
countries., The aim had been to c¢nable it to place some of its

production in those markets. Tl agrecments had so far worked

Al

/Eairly satisfacterily
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fairly satisfactorily; Eeuador's balance of trade with the
Eurcpean countries was favourable and it was eveén able to
extend -credit to themj; but certain changes might be required.
He referred to Dr. Triffin's report on possibilities of
effecting multilatural ecnmpensation settlements between Latin
himerica and Buropean countries (E/CN.12/269), and stated that
Ecuador had already been able throush divect negetiations,to
transfer European curreney balunces, in small smounts, from
ong country to another., .s rogzrds the domestic situation,
there had becun cousiderable zeonomic growth during the past
three years without inflaticnwy pressurcs. In 1950, as a
result of the Korean war theore had boen a certsin amount of
inflation, which had besn arrested in 1951 by measures taken
by the Cantral Bank, In 1952, there had been a considerable
inerc¢ase in the currency in eirculation hut that had boeen
compensated by the inerease in the cobnfry's preduction: in
five years, the production of sugar and cemont had doubled,and
that of other products had bzen developed,

The exchange and fariff systems made 1t possible to devote
particular attention to the import of capital gocds. |

One «f the cbjeets of the Government's policy was to
achieve greater coordination betwoen rublic Spénding and
revenues, so as to be able to plan'investment in accordance
with an ordered plan f ceonomic devclopment. The Government
had also sc¢ught for the best means ¢f sUttliﬁg the extornal
debt,;:sn. a8 t¢ place the ecuntry in-z pnsition where i .t .
internavicnal finaneial -crgunizations would -be willing to

/provide moncy
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provide moncy for its cconomic develcpment.

He drew attention to the lack of information on Ecuader's
balance of payments ncsition in the Economic Survey of Latin
america 1951-1952, pointing out that with the assistance of
the Internationnl Monetary Fund studies which covercd the
subjocct since 1947 had been rrepared.

ir. B.RRATO (Pern) said it was nct true that there
had been a decreasce in the trade of all Latin-imerican countries
with Europe. Peru, for exampla, had, in 1952, increased its
exports to many duropean countiies. It had succeeded during
that year in findinz markets for a2li its uxports, and it hoped
to be able to continue to d¢ sc. His country followed a system
of free importation, subject nuly to customs duties,

Mr, COTTIZR {France) commended the Study of trade
between Latin .merics and Burope preparcd by the ECL.L/ECE/F..0
Secretariats, which judiciously emphasized the importance of
trade relations between Latin america and Burope.

In 1952, Latin :merica had ceased to have a favourable
balance of payments with Hurope. That might, however, be
partly due to cexceptional circumstances, such as the drop in
the exports of some countries and fluctuantions in exchange .
rates, since during the period from the cnd of the war to 1951
Burope had always been a debtoer to Latin americae.

Morsover, the total firurcs did not ~ive a complete picture
of the highly complex situation which invelved equally great
difficulpics for both areas, In 195%, the Suropean countries
had had 2 debit balance with these Latin .merican countries

Jwkich traded
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which traded chiefly with the United States and a credit balsnce
with the cocuntries whose principal trade was with Burope.
Consequently, in the nggregate Europe had still becn compelled
to gu on paying dollars to Latin aimerica., He pointed cut that
the situation varied censiderably ia different Ewropean c -
countries, but that France, for example ,had always becn a debtar
to Latin .merica.

Ile 1aid particular stress ou twe general ideas. In the
first place, the chief problem for many Burcpean countries,
includingz France, was $0 increasc their expoerts to Latin .mericas
The possibility of doing so was larjgely dependent on their
ability to provide the eapital zcouds nccessary fip the economic
deveiopment of Latin /meérics. France fully realised that, and
was doing its best to adapt its praduction alung the required
lines. 4 sccond factor was the bLilateral naturce of trade and
payments since the war. Such agreements had helped to develop
the trade which had been disrupted by the war, they had certain
disadvantares since they tended, in the final analysis, to
restrict trade. By means of the LBuropean Payments Union,
Buropean countries had re-cstublished a multilateral trading
system, while awsziting the restoration of complete currency

convertibility. The possibility of extemting the system to
Latin america had been considercd, but it constituted a highly
complex problem which would require scrious study. He was

therefore glad to swe the study prescnted by the ECLA Secretariat
on the subject (&/CN.12/299), -nd hupcd that it would continue

/to wgrk
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to work on the problem.
Mr C.S..8 BRICENO (Vénezuela) drow attention to the
report issued by the United Naticns in 1951 on public finance

in Venezuela, in which the advanced cheracter of the recently
reformed system was recosgnized, That was evidence of ths high
level of technical co-ordination and legal responsibility which

marked the exacution of his country's fiscal poliéiés and of
itscontinued vigorous expansinn.

During the fiscal year 1951-52, petrolcum production had
risen, bringing increased State revenue and more forcign excharge.
At the same time, the country's nseds in foreizn exclinge had
remained stabilized more or less at the 194G-50 levils.
Accordingly, the period hazd ended with an active tfﬂde balance.

The Government's fiscal policy which had served to ¢ unt .
counteract the deflationary influences existing in 1950-51 had
alsv provided a stimulus for economic expansion in 1952, in the

course of which government and private investment and bank
debosits had proportionately increascd.

Furtheérmore, the risks attendant on the fall in werld prie:z
levels had been avoided, largely becausc of the increase in per
eapita income and purchasing power. The werking capital of
most undertakings had registered sisnificant advances and
further plans for expansion had been initiated.

Of ths facters influuncing Venezucla's economic structure,
the Government's protectionist poliey was outstanding. Its

/initinl effccts


http:incre::1.sG

E/CN,12/4C.18/SR.1
Page 15

inicial effects, characterizced by a marked expansion of
investment in the protected :ndustrics, had already made
themselves [elt during the fisecal year 1951-52.

The fact, tou, that a ssate of virtuzlly full employment
existed in Venezuela had led to increased dumands for censumer
goods. Its dynamic and ever-oxpanding cccnomv called for a
flexible poliey, so as to provide for the development of
producticn potentislitics. rovernment pprogramne of planned
investment had beon recooni:ed as cne of the best instruments
of fiscal policy, particularly in ccunteracting possible
inflationary or Jdeflationary tronds. |

It was eatisfactory tc nots the roecognition accorded to
Venezuela's public werks poliey; the porcentage of capital
expenditure had risen steadily in the past years reaching 48
per cent in 1950.

The 1952-53 budget provided for an expenditure of 2,300
million bolivars, the hishest ever reccrded, with the object
of implementing the conteéemplated programme. The special reserve
fund s¢t up by the Govermment in l9h9, for the purpose of

.

avoiding the depletion of Treasury funds, had contributed
largely towards speeding urt tho execution of the prorramme.,

Mr. RUIZ (Chile) said that Ckhile's balance of
payments positicn was bas.d un the cxport of twoe major products:
copper and nitrates, in the producti-znu of which foreign capital
absorbed a large part of the procceds.

During; the war, copper prices had been controlled at a
low level while the prices of imuorts had risen, and a

/censiderable strain
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considerable strain had thus been placed on theAecdnémy. When
the Korean war broke out éoppef had azain been price c;ntrolled,
but an agreement had been roached with the United Status in 1951
raising the price @f‘cepper and allowing Chile to sell a certain
amount at free price. The agreement, however, had not proved
satisfactorylﬁnd lind lapsed after cne year. Chile had then
procceded to sell its copper at the frce market price, and, b&
adopting certain restrictions c¢cn imports, had been enabled to
re-establish to scme extent its duficit balince.

One proponderant factor affacting its deficit position was
the servicing of foreisn capital invust@d in Chilc¢, which had
placed a strung pressure on its impert capacity. It had also
experienced difficulties due to th¢ inconvertibility of forcign
exchange, particularly with the Durcorcan countries, and was
therefore keenly interested in the studics on the possibility
of multilateral payments with Burcpc.

Mr. D3L C.NTO (Internaticnal Monetary Fund) thanked
*represenﬁdtivés:for their commendutoryt@ferences to the:work of
the Fund, and said that sny success achieved was duc t¢ the
efforts mﬁde by the countrics themselves to carry ouﬁ the Fqnd‘s
recommendations.,

He ocongratulated the ZCL., Secretariat on its studies in
thHe field of monetary and exchange policy, particularly its
study of trade between Latin ameriea and Europo ana.the chapter
on payments in the Econemic Survey. | |

He requestod permission to épczk 1t length the following
day on the importint question cf'whethef'the mdnctiry reserves

oo
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of Latin -american countries were ndequate to meet any possible
contingencics and said he was also very interested in hearing
the views of recprescntatives on the possibility of extending t©
the systum of the European Payments Union ¢o Latin-imerican
countries.

Mr. 4SHER (United States of america) commented briefly
on United States import and e¢xport prospects and its international
trade and balance of payments position in 1952,

The most notable development in 1952 had been the decline
in exports of zoonds and Services, excludine thosc¢ provided under
military aid programmcs, The decraase had buen due largely to
smaller shipments of a few maojor items, such as cotton, grain
and ccal, It was alsc t0 scme extent dus te import restrictions
and ecxchange controls abroad, but the chief factor had been the
changed market situation which had made the world less dependent
on United States supplies.

United States imports in 1952 had risen gradually and total
imports for 1952 exceeded those for 1951 by some $700 million,
The rise, however, was due larscly to increased tourist and
military expenditures abroad, since the value of United States
commodity imports had been slightly below that of 191,

The lower level of Unitcd States cxports combined with
Government zidl and jrivate invegtront had enabled the rest of
the world to increase it8 holdines of gold and dollar assets by
nearly $1,600,000,000 during the 1ast nine months of 1952, in
sharp contrast to the preceding: nine month pericds, In 1953, t
the United States balanece of payments position was uxpected to

/shcw much
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show much .the same pattern as in the last half of 1952, with-
other countrics again increasing their zold and liquid dollar
assets.

The CHAIRMIN proposed, in view of the -interest
expressed in the problem of exchange rescrves and the propcsals
. for participation in EPU facilities, that a working group should
be set up to study it.

Mr. P.STORI (Urusuay) expressed his country's intcrest
in the subject of possiblc participation of Latin-iwerican
.countries in the EPU mechonilsii, but requested that the matter
be postpomed until the next mecting for futher discussion -
before a working mroup were set up.

Mr, PINHEIRO (Brazil) supperted the proposal.

It was so asrecd,

The meeting rose at 6.40 p.me.
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