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PUBLIC FINANCH DEVELOPKMENTS

INTRGICTION

Due to 1°U01tv of econc:icelly neoningful informetion this chazter

1 h

had to be restrictad ~rioarily in scoe. The ¢ifficuliies encountsre
in obtrining o claar nicture point cut once rere that without accurcte

dato on the fiscal eetivities of the countriaos of ths rosion an 2 onesment

<.'

of the effect cf tross actl mbﬁW on the ecouoniizs of ton countrios is

impossible,

In anclysing the over-all offects  of the flnrneisl transactions of

the central governuents on the cconoyr, one of ths first roruirencnts

A

the over-ell deficeits or sur-lusse wialcl

would be the asccriaining of Iy}

not only would reflect the transcctions of the roverncontol sector in a

nd funds &3

narrevwer sensc, wubt th2 net results ol Tublic underteld
wells 7Hth the moltinlicity of autononcus or seri-autonomous

o

institutions generzlly having thelr own sepsrcte budtets and vory often
their own indenendent sources oi revenue, the consclicdztion of the
financial results ol s3ll these voried activitics hrs becose an

cisal of thelr econonic

indispensaﬁle rro-recuisite for & nroner awnr
significance. In meny countries it is glnost innessible to arrive at
such e consolidction due to the ebeernce of cdata concorning the activities
of some agencies or thelr inaderuecey for muroses of elinineting intra-
covermmental trensoctions.  Thus, the exist’ve dats do not ~eril on
adocuéte assesient in ruantitntivc terms of Lo cvor~-all deficits and

surnlusas, lor do th'v onsit o the dra

of delirits conclusions vith

1 Ba)
T

ras~cet to the chenmus in the sources of vevnuoes, durtjﬂ"tion of

expenditures rnd the sizo and corosition of the ~ublic c‘)t. This
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should be bornec in mind when reading the following reragrarhs.

it scems that on the whols d@ficits during 1950, although sialler
than in nrevious years, wurs still prevailing in wmost of the countrics
under consideration. There are, however, some noteble oxcontions, such
as ‘.¢cxico and Teru, where for tho:first tire in nany 7ears, surnluses
ameared in centrel governwental accounts. Taking thesc accounts alone,
axnonditures secem to be in Argontine and Brasil at a level sbout 10 to
15 per cent above the level of revenue other thon borrewing. 1In Bolivia
and sonle of the other Latin Aroriern countries, the relstive magnitude
of the deficits ampoar te be souwwhat larror.

hen considering the deficits shovm by central povormment accounts
it has to be borne in mind that their inflationsry cffcct hes boen
sonevhat mitigated br the sceumulotion of substantial surpluses notably
of social scecurity institutions cs-weinlly in Argentineg, Prazil and
Chile, which in most instancus hgve rocelved contributions, mainly in
the nature of wmnloynmcnt taxes, which wero substantially hisher than
their curront outlays for bunefits and otlier scorvices. On the other
hend, if increased cxnendibures, | ovon thovgh financcd by taxetieon, arc
accompanicd by a liLeral crodit policy, it is 1lilsly that thoir cffcets
will b2 inflationary.

The major factor in the incroose of contral govornment oxnenditurcs
has been the rise in nrices. The ~xpansion of the fovernment activities
was a factor of varying influcncu, Tho cdircetion of thosc expenditurcs
has changoed in favar of rublic worlks end ceononic develonment and
azainst national defensc; tho share of social sorvicss had cxparicnced
ne variztions in tho mejority of the countrics.

There has been 2 contimued Ineraase in govermunt roceivnts in most
counttries of Latin Amorica. In thelir scarch for increased rovenucs most
govormments have rolisd nrincinally on such mozsurcs as incrosscs in the
rates of existing tares both droct ond indircet, introduction of new
taxes and immroveont in tax ma;hingry. I 195G the bulk of thusc
changes have neen offuctod in the ficld of indircet tazss through
incrossed and now import and oxport cutics, highor salces or turneover

taxes ond exeiscs on speclfic comoditics. These develomacnts are

[reversing alrcady
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iivortrice

reversing 2lrendy to sone exbert the trond of tha i
of direcect texes o5 sources of rovanue., In sorl: ccuntrics, nolsmhly
Bolivie and Puru, supplusntery levies such as aort taxes hove hed to
be introduced for the more off.ctive terction of foreign enturrriscs
which sre on: of the rest imrortoat sources of tox roviuve., Trere has
teon o tho smae tine o growing tondoney in marny countrics to incruonc
tex iacentives as o meons of stiruloting investnent. Hovever, tox

AL

rov.miig to conbral govornacnt cecounto ¢id net -koen macon with the rise in

)

canceitr of th. cconoaios;

a

fxpendituros mainly bazcausc of the low Lo

the Infleddbility of the ter hases the srewing commlcxi,V'df povormaint
onureticns which hes inmnodad coordiznctlon of ;t”uQCL+bres ol roednts
nolicius, oné Llrels of offuctive tax aloinistraotion,

Ls 3 censcovence of increnginy wevnmdlivros ond legrdng ecurront
receints, domcstic govorriwnd debt hne risen considerstly in vost Latin
rigrican countrics. Howewver, iIn soms cn of the intirnel
debt hes boen due te romatrickion of the [ LRt bt el Frs s-ovm

a substoncial duelin o The prtic of th the nst nrtional

incons amcars te be lowr 1o Lotin A cevalon ¢

countrics.

-
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Te continued rise in price levels in recent venrs wos the najor

o]

contrivutory foctor to the inerers=d centrol govermment exvenditure

shorm in Table 1 below. Jxr "Sl?n of government activities was cnother

h]

fector of verrying importonce which lea to hﬁzﬂer levels of governaent

outlay. This was 1:rgely an outgrowth of more vigorous nurcuonce by
govermment of ~clicies aired ot %hw acceleration of economic developent
and at the exnongion of sccicl services.

i by-nroduct of the rosuartion of these now reswousibilities by
sovermments has bazn the growth and excansion of autonomous publice
arencies vhose operotions, however, cre not recorded in the contral
rovermmaent tudrset.  In mozt countrics conitel coentiributions ond
trensfors of o ~ort of coraerind tou recalnts to thoss agancles are the
only itwums soncaring in the adret, L0 the sone tine rewients of those

agonelos to the neblic uvsuslly wxeced the roceints trensierred teo them

o

throush the centrol goverpwmont wudpet. This cocess of expoinditure is
usually financed by other revinuss not receordsd in the hudget such as
|

cormericed tax receipts collected directly by the agencies, iis a conseguence,

) a

ch consist lormuly of hudset figurss, tond

thedeate showm in Trble 1 oamd
to understat@;/ to sou dogrme,'v&rV1ag frem country to ceuntry, both
the volume and vecr-to=yonr chrnge in overnment cupenditure, This is
Harticularly true in Argontina,lﬂrnzil, Chite end Licxlco whors the
onorstions of autonomous cgenclss arc imnortendt reletive to totrl
sovermiant co-enditure.  In Arg$ntina, a3 indicotod hulow, budgct
wmenditure for 1949 and 1950 incluwding thoe Five-Year Plen smounntod to
anproximrtoly only 60 nur cent of totel governmont wxpenditure., The
transactions of the subtoncmous agorelies occcounted for tho emainiﬁg 40
nur cent,

- —— - = == et ey

;/ Thore is acditicnsl dovmur O hins

in the 1950 fipurces owlng te the
usc of estiwmntus which ore goncrelly lowver then the netuel figurcs.

f JPanle 1.
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Countri;s,

R [P T
Central

{1n

1935 er
1939/

1944 or

1944745

— e

Argontina
Bolivio
Brozil ,
Chiled/
Colombis
Coste Dica
Dominicen
Republic
seundor
1
Guetaor
Hodti
Honduraos
Llendico
Hicoraguao
Ponrna
Poroguay
feru
Urugu
Vonozuels

1o

or
(=

hoeaus

15937,

1945

solvodor

1936/37

AL
o481

1,276.6
391.C

2,490.5

1,196.0%
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Govoerizert  henCiturs, ool ool Fhors
“"JliOZE of rrtionrl currineics)

1947 or

b, 22043
1,310.0

4, 7354 10,39u.0 13,393.2

})11{-5 BJ

35-;

12.1
142.9
22.3
11.1
28,6
1G.§

537.C

10,0
12.8
265.&
/l 2

203 30

-~

1943/ bk

atza or

Centrel goverrn

=blic undo
roedonntion,

Jone
Sources
r‘(‘

af

SYOVLS

rtoliiges
W e IRLIHE

h:533°7
199,2
80.1

254
303.1
25.2
luﬂ)

39 A
7

.Lo.l_

1,46345
69,44 a/

21}.7

21— ._J
BEH.6"
’ 122.4

LST .7

Dete to 1945 ond altor o

¢ ol chrnges

ot

at.

o/

2/

ioral

ic,112,1
36)6/'

G6.7
7342

6)9 I
it

b el

) 323

/ ’5.6

1,657, O
57,0
36,3

/ 51. h

& 1,075.7

b} (\r\ )]

l, j,'.:., '-, .9

1967 /05

1948 or

7,076.3
1,905,0
15,695.6
13, 166.5
h12.1
1149

Q07
652,46
56,07
Q

L e b
9343
26,5
2,302.6
75 ot
33.C
FAYING]
1, 0B5,6

)’D‘]g)

l,jt—pba[)

1918/ 19,

1949 or
-;5%51595,

6,460,273
2,125,043
20,7%07.0
l),f 5.6
Al

=

v

o

-

= @

L]

79.6
12,2
7753
A7,
1C6.9 -
20.25
2,551.3.4
6746
31.6
700N
1;2391.4
8559
1,560,

-! (_-/"Ll.»‘?l.,

L. (_,( i

1950 or
150/51

7. 504,28
3,004 .03
22,260, 15

L3 R

15,640 .61

122,100

110,07
L1e5%
105.74

2,7h6,03
60,08
32,2
113.C:3
1,640,054
204,08
1,631,687

cvious

TOArs

LGN one
Wi LU l"
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PartRuiSaar ot iy

Tuolﬁc Pinence Detn, Argootine, Yoc, 2/ H.B/Bl/ﬂnnex Q.

Bolivia: Efpgnzps ¥ Zstadistica Finoncicra, Hrdecidn CGunoral de

Bstodistica , lilnisterie de lacienda.

h}

Information furnishad by the Bolivien Govermment to Fiscal
Divisien -~ Unitod etions - ecomniled by Dircecidn Genorol de
Presupueste ¥ Cridito Pdblico.

Renly to Jjoint Uritoed Tletions - Internztioneal Ilcnetery Fund
funlic Pinencs “uesticnneire of 20 June 1944,

Stotes wonortnont of
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9 o L1950,
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Chile: sorin do 17 Q:ntlalrrﬂ“ Geyrel - *1'rcc Conornl do 1o

Gorde itblice, 1937, 10k, 1947, 16L, 1919,

Ley de Presumcsto de .ntredss ¥ Gestos, 1950,

» riplics, Oficine
950,

Colombia 1.
United

Infoyme Fincnclsre 1942, Ueportiaonto do Contreloria,
Dogots:

‘/Thc Brsis of
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Tho Bogls of » Develotmumb crvsrc: 1.0_11 Colomble, fuoert of
a mission hoaced by Leucilin Curric ord 57018 scrod by thi
Internotiens). Benk of ubconstrlct’un rnd Develomacnt in
collobeorotion with tho goverment of Colambias The

Corrrehensive Renort, 1950,

Costa Rica: Ronly to the joint United Haticns-Internaticnel fHonotory
Fuand ouvesticnnrire.

Public Finonce Dete, Coste Ricn, Docs 5/01.0/31/ hrnox 23

Domidnican Aoy Lo the JOM 't United Io t:]_ons--I"ltcr‘q ti c_"_f:]_ Honctrrmys
Roublie:  Fund cuesticnnsirce.

Dolctin deo Hacicnde, Scercterie de Istode del Tagsero ¥
Criditc Pihlico,:duly=Decankor 1948, numbor 2.

Ecuador: Boletin, Donce Contral del Seurdor, issucs of 1950,

gn}
e

El Selvador: Prevueciones ZSeendmicrs ¢z los Finonzes Pilicos, Un
tudio covrinentsl on Bl Sclve dor, by lonry C. Wnllieh

rd

ond others, Fonde de Culburs Scondricco, ioxico, 1948
Jonuery, 1951,

Boletin del DBencg ¢o Jeserve
Guetomola:  denly to the jedint United Mo

Fund cuesticnnairc.

Fublic fincnce dote furnished te fiserl Uivisicn, Unitad

is
Naticns, % the govormment of Gootomr 1n,
Fublic. an*“ce Loz, Guotimole, woc. i CI,U/Bl/Pnb‘x 22

Hoitdl: vissicn to linditi, Unitod Netiors, 1G49.
Infometicon furnished to Fiserl, Divisicn, Unitcd Hetions,

by Piscel Dumartmect of the Brncue Fotloncle do 1o
Remublicue d'iziti in 1950,

Forcirn Corricres Tleekly, Unitod Stotes Demrtment of
Co1m\rch, 6 Tov. 1950,

Hondurass  Inferme de incicndn, Prﬁfltgbfﬁ lice 1 Covorelc, nrosontode

l Eonorano Congrusc Laclengl por 1 Linistre Dr. Botres,
19-'!.}.(.: O lC‘L/.
resumcste Gunopdl Se Tnfrescs v sgreses, 19:9-195C,
Tcguc1gal_“, 1950,
Inferaction fur'i‘lf"‘ﬁczd by the Horaren gevornment to the
Internctional Brnk for deccrstructicn ond Devolomiont, 13
Seotiabor l?ho.

iexico: Cuento Pdblicrn, 1930-1G46, Scerutsarin de linciendn v Crldito

Piolico.

Dot furnishoed to the Fis
the exdeon Govoromont foi

falon, :¢ Heoticons, by
thu —~eors 1947, 194 ;& e 19h9.

fnnued Report 1049, Drace de :iexdico, Seis 1950

Public Finenes Dric, dodeo, Doce 5/ Ci.6/31/ fnrex 17.

/Kic:rngua:
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Nicoragua: Ieply te the joint United Heticns=Intorrnctional ilonctory
Fund gquusticonnaire,

temorie del Rocrudeder Gonercl de Acurnos, 1949,

b« b e o iy P ghy oty iring s Ao W SR, o -

4

Panama: Zstadistice Penomciia; Dirvecidn o stedistico 7 Censoc,
Volume 9 numbor T,
Renly to the Zelnt Unitod Uationse~Intornaoticrol Monetery
fund cuestionnaire.
A Report on the Revenue Dvstun of Penaine, Loland, Simoon B,
June 1946,

Foreign Comnerce leckly, Unit.d Stotus Depesrtment of

e p—— g

Commerce, L ticy 1950,

g

araguhy Reply to the joint United lations-Intornotional Henctary
Fund questicnnairc.
Information furnish:d to the Fisccl Divisicn, United Hations,
by the Division de Investipaeicnes Zeondaicn, Boneo del
Parasuay.
Beletin Zstodistice, Beneo del Terarusy, 1946,

erut domoric del Ministeric de Heclendz, 1938, 1945, 1947, 1945,
Balzuce ¥, Cuenta C&n&lul ce la Qgpublxca, 1938,1945,1947 y 198,
Pre qupupsto Genernl para los afios 1949 y 1950,

e}

Public Finance information Faper, Peru, Fiscal Divisiod,
haaan — - N L e T 4

Veneszucla:  Cuente de llaciendn, inisteric de Heelendn, Carcces,
1936/37, 1953/LL, 1948/17.
Bevistn de Heeienda, w-inisteric de Hoclenda, Caracas, issucs

of l9h9}

Bolutln Infermobive del hdnistouric de Heciendn, June=July
1948 ond July 1949.

Presupucstc de 1949-50, Gaccio Cficicl, iIxtroordincry copy,
number 236,

Bolotin de Istoddstica, issucs of 1950,

Jubiic Fincnce Survey, Venezucle, United Hations 1951,

/Expenditurcs
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Exrenditure
(In miliicns of pescs)
1949 1950

i L4
ATgenLlny
i = Ryttt lke

Contral governmenty | l,,319.6 5,536.1
Five~Yeor Flaon ) 1,672.0 1;,267.9
Autonemous Agencics 2/ L,09k,1 L, 6619

Tetol N 10,085.7 11,465.9

Centrel CGovernment Jxnenditure
as percontags of totel cxpendi-
tures 60 59
Sinil-rly, in Chile cs indicnted below cxnenditurcs cs shoawn in the
budget until 1946 wes eproximetcly 60 per cent of tobol goveramont
expenditure. In roécnt woors, howovor, tho govermoent s ondenvouraed
to incermorate certoin tronsrctions within tie budget which were
previously net included. fmong thnmrarc trensfors of crmerked rocelipts
to autonomous cgencios, This nccounts lorg.ly for the inerorse in
budget cxpnndi%urc in 1945 rolotive to o tel govornmerd oxoenditure,
(In millicns of npesos)

1940 194 1946 19L&

-

Chilc
Clecscd Acccecunts
Centrel Geverrment reportzd
cxoenditure 2,281..6  L,533,5 7,26L.7 13,456.8

Consnlidrted expundituch/ 3,700.,2  7,700.7 12,165.6 13,345.0

Centr~l Govoruac:
as nercentose of tatal
cxaenditures 62 58 60 73

l/ Central Govornmont cxpenditure shows not oftor deductirns of
transfoers toe autonomous agencics cwcunting to 472.6 and 7002
nillicen pesos in 1949 ~nd 1950 resnoctivaelr,
2/ Inclucdes only administreative wcoenditure of tho Imstitute for Trode
Prcacticn (lhpl) thereby gro-tly wderstoting totol oxponditurs o
this cgeney which mnkeos sizenble cubtleys for food svhsidies rnd ~ther
TUrDCSES,
2/ Beased on unnublished dota furrishoed by the camwnctont aunthoritics
in Chil..

/In srdéer to
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In order tc ascertzin the real greowth in foverma-mt services, the
risc in wricces hrs to be taken inte sccount. The lack of relovent
indicetors of tho chenges in the prices of foods ond servicoes nurchascd
by the governmont nernits only a rough apprexinciicn, on the besis of
which 1t eppcers that goverrment cetivities hove exponded ofter 1938
in mosf of the Letin Americen countrics, out, as it should be expucted,

ot culte different retes in cverr insteoicc.

Choensos in the Compesiticn of ‘xpenditurs

The compesiticn of governmont exp.nditure for nine Lotin Americen
countries in rocoent veers is shown in Tables 2 ond 3. Uherever nesible,
cota ore zlso shown for o pre=wer yoar in oerder to deteriine whether
chy significent chongoes hove teken place ovoer the decode of the forties,
Thz dote in Tables 2 and 3 refer only te ceatrol budgetary cxpenditure
cnd do net include the cetivitics of cutonomcous ilnstitutions cther than

those finenced through contributicns frem the gonersl budget.

/Tnblc 20
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Iebiz 2. Connositivn of Yvipment Zoonciture in Lotin Agrice
Sclzeted countrics ond reors
(in millicns of rrtioncl eurreneios)
Do NEtiennl Sccisl Expend~ Tublie  Other Investe Tetel
. Defonce iture T aebt curront - ronts
Public scwice  cxnenditurc
Bdyeca~ Health -
£4 Sceinl
lon&‘ﬂclfare--
1936 252,8" 206.4 ° 133.0 170.5 27542 230.6 - 1,276.8
1944 857.6 256.4  123.5 313.3 59765 L2 .4 »,h?‘ub
1947 ©1,255.2 k29,7 L58.2 369,4 9750 726 .8 i y 22063
1945 44115wh 809.7  516.7 3906 1,523.6 1,920.3 076 o3
19498 1,341.0° 577.6 4L21.8 1 2)o.3 0 2,154.0 6 LL6l, .2
19503 1,663.2 ’hf»S 1,204, 517.7 1.309,1 1,922.3 ?,50h¢2
Lrezil .
1935 1,441.8 265.5 0C6 .3 TG L2040 L,735:4
194 4,398.9 60053 1,518.0 1,927.6 1,947 .4 10,398.0
191;.7 l.]., 61.].6.8 l,O?’; 08 . 5,!4»79%-1- 2,166 "5 J—B Y 3()3 52
190G 4,772.8 0 1,493.8 0 6,371.2 3,058.0 155695“6m/
I949E 5,739.7 2,175.6 6,031 .4 4,619:.1 19,365,8%
19508 6,318,0 2,L47.5 1,15546 6,265.7 6,103.5 22,290.4
Shile | | |
1937 LG, 1 250.3 Shaly 6.0 507 .9 220.6  1,545.3
1944 1,30C.5 759.9  330.2 Ge3 1,685.1 L3Le5  4,533.5
1647 2,200.,3 LE15.1  375.6  LE.O L hL5.0 1,428.1 10,112.1
1946 .2,220.8 1745.2  926.9 1006.3 5,095.3 2,469,3 13,486.8
1849 2,031.3 232C.7 1,040.5 10447 5,6822.7 2,695.7 15,7556
1950E 2,855,2 3351.6 1,132.9 &66,1 5,06G,1 2,963.7 15,649.6
gglombic
1.937 12.8 60.2 550 12r56 25"2 201. C):}u()
1945 26,0 12.1 11.6  33.3 £C.8 ‘ 55.6 199.2
1947 LG.0 19.8 15,9  39.6 99 .6 137.8 363.9
1948 57.L  20.8 19.6  51.3 12405 13¢.5 41251
1949 7l 23.G 20.6  7L.0 1472.7 72.3 11,6
195053 69,9  36.1 23.9  8l.8 s . L2204
Hoiti
1937/ 705 203 206 » El j-}oo 28;6
V030 T 2u7 2.6 3.5 11.9 3.6 32.2
19h5/h7 11,5 Sely L3 2.1 18.9 ToR LGk
1947/48 13.7 8.1 5.3 10.7 23.2 1.6 75.6
1948/49 15.1 9.9 7.7 10,3 LO.6 9.7 9343
1649/50 17,2 11.0 9.2 10.4 51.7 7oy 106.9

(centinuas)
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Teble 2., (contimued)

- - — ¥ . At p——— g - o

tiational Soclal Txnenditure TFublic  Other Tnvest- Total
Defence Adug &~ Public debt gurrent ments
ticn Health = service expend-
Welfare; iturc -
Honduras
1936/37 2,1 0.4 0.3 . ; . 10,9
1943/ 14y 2.3 0.9 0.1, : . . 11.1
1946/L9 6,3 1.9 1.3 0.6 13,3 2.9 2605
1949/505 3.3 242 1.5 i1 10,7 1.4 20,2
Panama _
1938 . . . . R 2.3 10.0
192-[-21- @ 3v9 Bnh 097 ' 9:6 791 2]4—07
1947 . 6.9 5,6 2.3 11.0 10.5 36,3
1945 . 7ol 5,5 2,1 11,0 7,0 33,0
1949 . £.0 - 5.6 2.9 902 5,9 31.6
Peru -
1938 )-(-907 1707 503 3632 87'0 6905 265011‘
1945 176.6  57.9 L2 8.9 249.1 68,9 665.6
1947 214.7 14066 71,8 74,.0  455.2 119.4 1,07547
1948 212,3 138.3 7945 66.4 439.8 127.3 1,065.6
1949 319,1 179.6 90,0 72,8  520.5 2094 1,391.4
19507 351,2 227.9 113,5 1154  561.2 255.3 1,644 .5
Venezuela |
1936/3? 35.6 17.3 1444 . 151.9 65,9 2553
1947/ 48TR 109.2 897 83.7  G. 512.1  622.8 1,426.9
1GLE/49FR 126.5 123.9 9L.E 1.2 736.8 555 48 1,946 0
1949/ 50TR 1687.2 125.5 123.9 1,1 771.1 651,9 1,860,.7
1950/51%. 172.0 122.2 122.6 0,8 673,1 5511 1,631.8

Sourcest Same as Table 1.

g/‘ Gstimates used as no bresklown avellable of actual rosults.
“'/ ™ e =

£/ Istinstes

nq/ - . -

PR/ rFrovisicnal Hesulis.

/ﬂgges:
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Hotes: - (Tablc 2,) Comncoltwon of Govornmont  ipenfiiture -

Selec d_Countrics and Years

fational Defonce covers currant and capitel exoonditure of the aracd
forees including for Bra% 1 in 1944 outloy of the

-spocial war budgct.

Public Health and Sceial Tlelfarc also covors central govoern annt
contributions to sccmgl‘ﬂn;urlty
funds,

Public Deht Service includes debt redempticn. Chile: up to 1947
includes redemption of fleoating deht only.
Deginning in 1940 includes also contributions to futonomous Lcruizabtior

Investnents Unless cthervise dadies tc‘ canital outlays of
autonomous agonel s wxclucs

Srgenting s Ceritol cutley under Hindstry of Fublic ‘lorks, snocial
accounts, Five=Ycer lan (L947=1951) and those finsnced

with nrocceds of loans.

erss, of the Velley

ansclho Lscinnel de

cnd Dovirrent (1944) ond

nonditure of the Iroesidencgy in
vl toal cubleys of cthor

Brazil ixpenditure of the linistry

of San TFrencisce Cound

‘Petroleo, of tho Specelsl Plon for Tublic

of the SALTE Tlan which is dncluded in

the central rovermmont budget. lhelude
tinistrics.

Chile CP itel outlarys under budgeh, special anthorizctions and

special lswse, In 1950 caplhal outlays wndor budget only.
The budret and snecial uutncrizations include oubliec works and cutleys

.

under: Soeclal Dead Fund, Axtracrdinery Tlan Jor Jublic Works and also
covermaent contributions te the fellowing: Heusing Fund, Institube for
Industrisl and iiining Develomwent, Devilomicnt Corsorsticn Autonoscus
fmortizatleon Fund, Scheol Building Construction COIporotlon, Dining
Credit Board and Pgrarl n Creoit Soeard, Sncclol lawvs cover cutleys under
Read Plan, Tuhlic ”oruu Plen, Agriculiural Pla, Potable “later erks:
also includes expenditurce for CuﬁSbTuCtlun of lLespitals ond hot.ls,
govormmant centributicns te Mining Credit Beard wnd other mlscvllanscué
outlays.

Codombia  covurs botbh rosl and financlisl investnunts. Real
invastments consisting of mubtlic works under the idnistry
of Public Terks cnd under othor ministrics g trensfors te Aubtconoenmous
Tnstitutions (Council of Fational Nailrosds, Hatisral Reilrosd Fund,

:anicinal Develeopment ifund, 1ncus+r1a; Duveleoment Tnstitute and cthers).
Financial invostmonts consist of canitel centritucions te Industrial

Devclomont Imstitute, Agzricultural Ihcusqrmg* s Mining Oredit Bonk,
Tationsl Institute for Webter Gtiliuaticon end Jlectrical Jeuiyment ond
other agoneies.

-

'Eaiti  Bxoenditure of rinistry of Public iorbks ond for vear
1937/38 srenditure under rublic Yorks Contrret of 1938,

r
JHonduras
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Henduras: all ascertsinnble capital cxopinditure under differcnt
vinistrics.

Frnama: cxpenditure of binistry of Fublic Yorks.

Peru:  fublic .rrks under all ministrics, including property repairs,
purchese and instsllation of scuimiornt »lus canital
contributiors to govermment corporzticns and credit bonks.

Venezuela:s eall investicnts in transpertotien, agriculturc end
industry nlus cutleys fcr acucducts, sanitery works,
uildings, cowiment, cte,, made by the central gevernment; outleys
by provinces out of funds allocatec by the central governmiment alsc
included, '

/Tzple 3o
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Toble 3. Distribution of Gevermn ob Lrrenditure in Selechod Countrics

———— S - e s . g - g

Percenteogus
Paticnal Sceizl wvxpenditure  Public Other Invest-
Defence Bducaticn Public Debt Current - monbs
" Hoalth  Service  xpenditure
Social
Welfare
(In percentoge of tetal)
Argentina . .
1935, 19.8 - 16.2 10.4 13k 21.5 18.7
1924-2} Bll-oil- N 10,3 5.;0 12.6 2!-{.'30 13a77
1947 20,7 10.2 10,9 G 23.2 , 17.3
1948 28.9 8.6 7e3 5¢5 21,5 27 .1
19L9E 20.7 11.0 5.9 6.5 1.5 33,3
19507% 2242 11.3 16,6 £.9 17.4 25.6
Erazil ‘
1938 ’ BOJLL : :::6 21:;(\) 16.6 26 -.3
191414. ll-2 93 . 509 ll’l;;.6 18 05 ].'S'o?
1947 3LeT - - §.1 40.G 16,3
1948 3044 o 965 _ 40«6 19.5
19L9E 29,06 131.2 353 23,8
195033 253 11.0 el 25.1 270
Chile _ .
1937 3003 16.;5 515 OGLL 3259 * 114.:;3
1914.[{- 28.8 15:8 ?:,5 O-,2 37!2 9“5
1947 21,8 1.0 5.7 0:5 Lo O 14,1
1948 16.5 13.0 6.9 7.3 37.6 15,5
1949 18.0 14,.7 606 6.6 35,7 18.4
19503 18,2 15.0 72 5.5 3L.9 19.1
Colombia
1945 13.1. Bl 5e& 15.7 3044 279
1947  13.2 5k 5,2 10,9 274 37.8
1945 13.9 5.0 L2 2204 50,0 33,9
19149 1703 5!8 560 . 1\3&0 36:!4- l?u6
19507 16.5 Ge5 547 14 .
Haiti |
1937/38 26.2 8.6 9.1 : . 14,0
1943/ hh 23,9 ol 5.7 10,9 37,0 11,2
1946/L7  23.3 10.9 C.7 o3 36,3 146
1947/15 18,1 10,7 7.0 14,2 30.7 19.3
l?h&/h9 16.2 1C.6 e 11.C 435 10.4
1949/50 16,1 1043 .6 9.7 L&y 6.9

(centinues)
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Tebvle 3. {continued)

o e -— - -~

Naticnal Scciel Jxmenditure  Public  Other Invest=
Defonce Tducotion TFublic - Debt. Eurren? ments
Fealth Scervice  Kmenditure
Soc.Welf.

- - - ———— - Attt e B e i e e O

(In percentoge of total)

Honguras

1936/37 1903 307 2%8 ] L] Y
1943/ 4L 20,7 8.1 3,6 . ; .
1947/48 . ) . . . .
1948/49 23.8 762 he9 3,0 5042 10.9
1949/ 50T 1643 10,9 7ok 55 52,9 6.9
Panema

1938 . . . . . 23,0
1941 . 20,0 15.7 18,6 23,6 22.1
194, . 1548 12,7 2,8 38,9 287
1947 . 19.0 1504 643 3043 2849
1948 . 22,1, 1647 6l 33.3 21,2
1949 o 25,3 17.7 9.2 29,1 18,7
Peru

1938 16,7 6.7 2,0 13.6 32,8 2641
1945 26,5 6.7 6.6 743 374 13k
1947 20.0 13.1 6.7 6.9 L2.3 1.1
1948 19.9 13,0 765 Bl 113 11.9
1949 22.9 12,9 Bo5 5,2 37,1, 15,0
19508 2lok 1349 6.9 7.0 35.3 15.5
Venezuola

1936/37 1246 6ol 5.0 . 53,3 23,1
1064/ L5 e 6.9 5,0 . . .
19L7/L3FR 7.7 643 5,9 0.1 36,1 1349
1945/ L9PR 6.6 6l Le9 0ol 38,0 Lial
1945/ 50PR10.1 647 6.7 0ol L1k 3540
1950/ 51F 10,5 745 745 0.l 41.2 3342
Sources: Samce as Tablo 1

/Ta goneral,
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a

In genwrel, scciel insursnce moomenh s ere offected by catononous
bodins in neorly 1l countrics urder reviowe. In ceorvein covnbyin

(coge Chile, ond, to a lossir witont, Argentine, Droazil ond Vonesmuvcela),
a sudstentiel amcunt of investmont or devﬁlownunt'cxpenditur; is ~lso
effacted by autoncmous instituticns. Consumor prices subsidics ond
nroduction subsidies orc o third type of g vernmont experditurs which

. .

is net refleeted or enly orrtly roeflected by the centrel budset fpures,

]

1

o

In Argentine, for cxrmnle, censumor nrics subsicdics have boon finnneod

2

in wort, in reeont years, cut of the nrofits of TAPT, on cubrromous
gevermoent troding corperaticns Froduction subsidices in meny countrics
are effectoed indirectly b gronting foveured cxcharnge ratos to dmmortors
of row metorisls end coritel couiwwnte 4 sceoind type of oroducticn
subsidy, olss wddely ussd in Letin ‘novdce, ds the Tavourcd exncrt reate
desismod to ene~rurcgs worginal orports thet wuld net cothorwise be
sreduced and scld.  In Loxies precuction subsicdss hovo genernlly taken
the form of nerticl cr full tex exompticns on the nert of
crtorprises.

For these rersens the cota in Tebles 5 crd 4 mustht bo dntornratod

with erution, While in goneral they ooy sorve o indicrto tho diroction

of chenges-in the strveture of g nendlture for the nine
countrics showm, they & ot reflcet with axfficlent cccurccy the

megnitude  of thuese ch Ldditicnsl dlfficulties in this rgscht

arise from tho £ret thet the clessifierticorn of wmonditure shown in
the officirl occeunts 1s intinded orim-rily to ourve cdniudstrotive

1

Mrnen a5 and does 1ot L

d dits1f Lo cnrliois in terss of ceonoydiendly
significont coteporicas. Thus, it h-s nct boon presi

of the availeble drte, boe soporete goverrwcnt oInenditurs on gocds ond

scrvices froo tronsfor ~ommorts, such os dnbter st on tho oollic dobb,

cortrimutions to the aubonoious scelel so v Tunds, pansions, ctedsia,

in those clreurmstonces, it is inpeszi»le 4o roeuss with oo degroe
of cecureey the rele nleved - Lotin Juericnn coveoramonts in thoe.

radistribution «f incoms by wor of dirzet troned » nejtwrts, Drocdly

smealding, it oy be sold thot o s

- Tqr ¥ e e | -
~ut o clhrrees hove talkon nloce

/in this drecticon
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in this direcetion since tho nre-war nericd. It should be noted in this
cornostion that thoe scone of government as direct radistributor cof income
is cextromaly limdted in most Latin American countrics. Despite
substantial incrzescs in rocent years, internal povernment debt is still

cl~tively emall canparad with noticnal incermce in most of these
countricg .=

Purther ond mcre impertent froa the neint of viww of, its income
reclstributicn cffects, a very small nreportion of the intornel debt is
held by privete indivuals ond institutional irvesters in nractically all
Tatin fmoricen countrics. Conscquently, the direct inceme redistribution
effcets of the increase in domestic public debt in recont years have
been smell in view of thoe feet thot most of it hos been absorbed by the
central bank and by cther officisl croedit institutions.

The inflaticnery cffcets of this tyne of borrcowing have had more
inportant and rorc wervasive effects on the redistribution of income
through o continucus end proncunced risus in the level of prices than by
way of chenges in the lowel cf intcrest pommants.  Actuelly, the
inflaticnery orice rize in mwest Letin Jwerican countries has ‘
wroegressively deveolued thoe dntornal public debt with the result that
intorest payments now absorb a rolatively smeller nronortion of total
governmment oxnenditure thrn was tho cesce in the immediate pre-~war period.
The morcentages shown in Table 3 unfortunatcly de nct indicate the

magnitude and in some casc

&)

even the directicn cf these changes. This
is due to the foct thet the nublic debt service oxpenditure enterced in
the gonercl budget accounts gonerelly include cnly mart of the total
debt scrvice. orelgn debt and denestic floating debt service 1s coften
effectad out of oxtra~budgetary funds., For thosc ccuntries which were
in partial or comnlcte defeoult on thelr foreign debt scrvice, the
figures for reoccent yecors, ofter roswnticon of nayments, tond to distort
the micture by showdlng apperent relotive increcsc in public dcbt
interest noyments (cege, Colombia), It should be slsc noted thet the
pereentages shown in Teble 3 also include crdinary amortization payments

though these have boon relatively small for the neriod under roview.

;/ Sec sccticn cn public debt holow.

/Defonee cutlays
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Defence sutlays have tended o decreesc relotive to totbal
oxpenditure in mest ¢f the countriecs showa since 19AL;

The rroncrtion of tetal centrel goverimout sxmerditure devetod to
social services, i.e., ecucction, mublic health =nd public cocistonce,
has romainecd falrly stable since the pro-wer hericd In flve of tho

countrics shown in the toble, Significont incrooscs in this cotogery

et

have, however, taken nlace in bBrozil, Hondures, Tenmma ond Forue

* A

The most significant change in the pattern of curonditure in rocont
yeers hos been the rise in cutleys for -ublic worls end ccrnomic
develomment. The percentages rolating tc this item are sh-wil under
"investoents” in Table 3. Those figures do net give mn accursto piecturc
of the tronds in thoe varicus countrios, oxeont porheps for Oolonbla,
Peru end Venezucla, where the budl of develcgiont cipondisuers is
included in tho gonerel budgot; 10 the case of Chile and, to a lesser
extent, Argenting, the figuarss shown under.stimate the comtrilutzion of
central government finqnces te conitol forrotli-r, as o suhotontinl
properticn of investment cxoenditure is offcetod by cubenomous cguncics
cutside cf the budget.

The inercascs indicated.by the figoves mey bo otiributod to the
facts thot: a) ir recent voors msst grvernmerts heve nloced grocober
)

amrhasis cn ceonenie dovelcrmart than horebofore; b))  the pessibilities

sbhtoining mrterials ond wcouimont for the overmments! doviloiment
plens hove buen grecter in rocont roars than during the wor cod

immediete post—wor norind; c) the erst of goods crd services —urchagoed

by the veri~us geverrnients hos iacrersced cwlig to the goncrel riso in

nrices in thoe posth=wer ooricd both at hrre ond chroad.

In moany countrics in Letin Ascrice, the incrersad caphesis n
cecnomic develeomeont hos not ncterinliz.ed into comwmechonsive & overnnont
ploans under the direction of o singlo corirrl "F*HC“ity, nut hes
resultoed intoe the coonsicn T thoe petivitis o0 tho vericus gov.errpent
ol

Si¥ial put

denmartments concerned ond o tho subononous

soniewhat mere emblticus cid intogreted -
inte effcet by Argontina and Brezil. Theso cre the argentine FlvesYeor

i

Plon which vill espire in 1951, -nd thoe Trazilien SALTE Plon,

-

PR N -
FALCO WS

inditinted in 1949 and is exmected to he coamleted by .the ond o f 1953,

o 1y
/Bothn nlons
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Both »lens give norticuler cavhasis te the covelommont of transnortetion,
clectric powsr and public health facilities. Colombie is ancther
country which hes rocently odented & c.rmprehansiv;i_ rrograme of
severnment expoenditure feor cconciic develoment .-1-!  This progromne 3s
based on the recommendotions of an decncrmice Hissicn of the Internaticnal
Benk which conducted o cemprehonsive survey of thoe Colmmbian ceoncny

in 1949. An integrzl pert of the prograom is the adepticon of fiscal and

monctory nelicics designed to facilitate 2 halonced econcmic growthe

_II;/ Presidential Docree nunber 384, & February 1950,
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CHAPTER IX C—C VERMINT RAVEIUE =

Develcnnients in Totel Government flevenue

{ccent years have scon o contimuetion of the leng-ronge trord of

rising geverment reccoiptse This trond is elert 1 indicated by tha
revenue figurces glven in Table 4 for 2 mejerity of countrics. It will
be neted thet in scac instences cotivetod rovenucs fir 1950 ronmzor to
hove declined cver provicus yoars.. These are, however, cnly cstinctces
which, ch-ﬁhc hasis of nest cxpericnce, bave been fmund to diverge

CmNSLdLT’Ol“'fTCJ cetuol results. It con be ossuned thaot the cstimotes

are subjeet to on upword rovision cwing o tho cordimuing inflaticn in

the countrics concerncd during 195C.  In adltiin, the visc in the velue
of fercign trede in ihe icttor nelf of 1CED, wroursht ecbout by the

chongod intern;ﬁim;al situaticn, vill incruesc govoermont receints which
consist in mési'tguntrics Leveoly of ﬁbr rover s derived fron for.
trede trensceticns.

As indicaﬁei in Teble 5 hoth tesr ond ion-trzr riooints bove
centinued to risc, with the lotboer still fvwe® o opdy o relotivoiy smell
but often verying seguent of - L-tel rovenucss  dn relotion to fotnl
receints, nén-tax revenue hes shown such voriction leroely boceus.e of
the inclusicn of unfor.scen receints which ney rr moy not bo rocurrcrt,
sc that no velid genorr lisction npﬁliceblc't: the vari-us comntrtas
under censidersrtion crn boe niede.

The substrntiecl risc which haos ceccurrce in recent rreors Zn tlhe tex
rovonues. of mony ccuntrics_as showr in Toble 5 is attributekie to o
mumber of comen foctors whose importence vnried with thie countries
concerncd.  Aoeong the rmore dmneriont fectors ere: o) inerecse in retes
of cxisting texcs cad intreducti-n of nov “Snxes; b, cxnansin of the
tox basis due both to incrersed rocd inecin mnd wiphor orices) )

1

adiinistretive inprowvanents in the toor collictirg mrerdiaory .

a0 —

l/ Beth hudgetory ond extrabudict-ry recoints Leove boon tolon in
ccccunt whoruver nessible ns ih(f atec in Teble 1.

/rn(\- 1 Cl )+ Ll
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Table 4.

Gevorment Hoccipts ¢f cerbein Letpin

Amoricon Ccuntrics for Sclectod Yeors

(in millirns of Asticnal currcacics)

/Dominice

Country Taxaticen Total
Recelpts Rcceipts

Argontiggﬁ/
1938 9L9 .0 1,008.4
1944 1,283.4 1,506.7
1947 3,007.2 3,565,0
1948 3,627 Ly hOl a1
1949 & 1,064 41 4,116,0
1950 E 5,L69,8 5,316.9
Brozil
1938 2,562.4 3,879.8
1944, 6,609.7 8,311.4
1947 11,667.0 13,8530
1948 12,150,0 15,699.0
1949 13,716,0 17,917.0
1950 & 16,617.1 18,77540
Chile ¥/
1937 1,265.9 1,436.7
1944 3,499.7 4,089 .4
1947 77,2994 ¢,978.8
1948 11,955.8 14,3793
1949 13,425.1 15,823.2
1950 & 12,741.0 15,6LC .5
Lolombica
1937 7067 85,8
1945 143.0 1%5.9
1047 2502 275t
1948 2694 3201
1949 2159 550,
1950 E 5713 L2Z ahy
Ceste Rica
1938 2743 375
1944 36.6 52.8
1947 19,6 88.0
igﬁg The2 T 90,1

P N 125.4
1950 & . 108,.2

t Republic
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Toable L. Governnent Heccliots of certein Lotin
-~ : s LT [T B
[rioricon Countrics for Selugned foors,

Country Taxation . Tot‘j.ll
: Reced pbs Regalpis

Domindern Hepublic

1938

1759

1944 . 21,6
1947 . 73,6
1948 . ?2'f
1949 v Yo
Gurtonele

1937/3¢ © 11.0 12.5
93/6L 1443 16,8
1646/ 17 27.3 LG.3
1947/ 48 30.6 39,6
1948/L9 = 33.4 13,6
1949/50 £ 7.3 115

Haiti

1937/38 25.3 2.1
1943/ L4 37.8 §2al
196/ 14,7 61.3 85.3
194L7/18 721, /8.8
1948/ 49 73,1 83,1
1949/ 50 G743 109.1
Hondureas

1936/37 6.7 10.9
1943/ L, 7.5 11.2
1947/ 48 - 10.1 26,1
1943/ LS 10.6 2748
1949/50 & o5 20,8
Moxico

1938 3641 L;,BCQZ_%
19L4 1,116,0 1,205.5
947 . 2,054.7
1048 . - e . 2,002.1
1949 E : ) . 2,430.C
1850 & ' - 2,507.0

’
Tra sy a
/L [N bHImE AR
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Table 4s {continued)

Country Taxeticn . Total
Receints Receipts
Panaric ‘
1938 5.7 10.0
1941 10,4 16,6
1944 1446 2545
1947 21,0 33.6
1948 20.8 32.0
1949 20.9 3149
Deru : ;
1938 125.1° 18044
1945 398.6 51443
1947 7148 929.9
1948 810.7 1,05646
1949 1,098.3 1,435.1
1950 T 1,352,2 1,644.5
Venczuela
1936/37 235.9 253.6
1944/ 15 5606 . 61341
1947/48 P 1,392.4 1,558.46.
19L8/49 P 1,7658 1,963.3
1949/ 50 F 1,862.0 1,885.2
1950/ 51 & : 1,526 .4 1,632,0

Seurces: Sane as for Toble l.

g/ Totel roceipts do not incdlude the share of tox receipts assigred
to vrovinees, runicinelitics and cutoncrcus agendes shown under
taxation reccints.

p/ Data feor 1948 cnd after cre not conpeorable te those of rprevicus
yeoars because of changes in the budgeting systom.,

Netes:

Sstirstesy
Provisicnol Results.

=
It

Cther figures rclrice to clesed accounts unless ctherwise indicated,
Fiscel years: coineides vith bhe colender weor in Argentina, Bragil,
Chile, Colembia, Cestn Rica, Deominican Republic, Mexico, Fanome ond
Peru. Begins 1 July in Guatwmala, Hondures ond Venezueln. Degins
1 October in Haiti,

_ /Unless otherwiae
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Unless otherwisé indicated total receipts cover budget receipts of
. .the cantral government including gross revenues of monopolies and public
undertakings and excluding receipts of autonomous agencies-and loan
proceeds. Taxation receipts exclude consular fees unless otherwise
indicated, s :

Argentina Total receipts exclude whereas taxation receipts include
: tax receipts earmarked to mun1c1pallt1es, prov1ncee and
: autonomoub agencies,

Brazil Total receipts include revenues cf the war budget and
) public works plan other than lecan proceeds. . Receipts.
. from.extraordlnary taxes estimated at 300, 278 and 242 million
cruzeires for the years 1947, 1948 and 1949 respectively have been -
excluded, Taxation receipts include harbor fees from 1947 to 1950..

'Chile Total receipts include revenuec shown under special laws
-and for 1947 profits from revaluation of gold reserve. of
830, 9 mi.llion pesos. Revenues of rallways are excluaed

Total taxatlon receipts do not cover all government tax revenues
as some earmarked tax receipts are not recorded in the budget. Tax
revenues earmarked to the road fund but included in the budget have
been broken down from 1947 onwards as follows: two thirds included
under customs duties and one third under land tax. Tax arrears are
also included, Ce ‘

‘Colombla Total receipts include only net operatlng results of
goverament salt mines and. national.railroads. ' .

Costa Rica ' Extrabudgetary recelpts ‘included after 1945.
Transactions of the Pac1f"c Electrlc Rallroad
excluded beginning in 1949. -

Dominican Republic Total receipts include both o H¢nerr and
o ' extraordinary recewpts. :

Haiti Beginning with 1944/45 receipts of telephone, tchegraph
and hydraulic services excluded from total recezulea
Transactlons of non-fiscal accounts also excludecd.

Honduras Includes both.extraordinary and earmarked receldls,

Mexice Includes both ordinary and extraordinary receipts. Only
net results of the national railroads are included.

Panama Excluding non-budgetary receipts consisting mainly of
' refunds, of revenues, of hospitals and of loan proceeds.

Peru Includes trust funds (cuentas'de orden) and extrabudgetary
receipts. Taxation receipts include consular fees.
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Taxes on commodities

(in millions of national currencies)
and services

Customs
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In spite of the attempts made by governaents in Latin imerica to
formulate expenditure policies in keeping wlth expected revéﬁues, the
urgent need for economic develomient and expansion of soclal sefvices,
together with the increasing cost of operations, give rise to heavy
expenditure which outstripped tax revenues,

The existence of autonomous agencies and corporations varying in
nunber from country to country and operated indenendently of the budget
of the central government has tended to make very difficult the task
of effective coordination of fiscal policy. sn additional complication
has been the falrly comnon practice of giving such agencies and local
authorities indenendent sources of rewvenus by assigning to them the
receints of certain taxes which may or may not appezr in the budget,
fn indication of the magritude of the problasinvolved can be gathered
from Table 7 which shows the types and approxdmate number of indepencent

agencies in a number of countries in 195C.

/Taxlo 6.
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Table 6. Tax Receipts as Porcentzpe of Eo_u]_ﬂ_fq‘f nditure in
‘ - Cortadn Latin Cierican Counbries for Sulocted foars
irgenting ‘ Honduras
1936 59 1936/37 [
ICTT | 38 1943/ 1dy 62
1947 51, 1948/ 49 L2
1948 38
L94G Fonamo B
Brazil , 193 ' o7
= 1941 Tk
1935 5L 1944 59
1964 L 1907 58
1947 _ 3 1948 63
1948 77 , 19,9 66
1949 : | 71
;p:
1937 S B 19&5 60
1944 77 C19,7 55
1947 73 1946 g
19 | 09 199 79
1949 85+ | o
. Tenesnole
Colombia 3_:‘3 - ) /‘3;("' - 83
1937 Bk 1904,/ 45 4 117
1945 2 1007/ 45 57
o 7 19u8/hy 52
1948 85 1949/ 50 g2
1949 A
Haiti
1937/36 56
1943/ Ly 90
1946/ 17 101 -
1047/ 48 g5
1948/ 149 80 .-
1949/ 50 9

\
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)

1S
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Table 7. lpproximate Humber and Type of Jutonomous Institutions in
Selected Countries of Latin fmerica in 1950

Country Humber Breakdown of Types of Institutions
of '
Institutions
Argentina 65 15 social sccurity

11 universities and cultural
10 rublic utilitics
6 banking
23 coviring econozic developinent,
tracing end regsulatory bodles

Bragil 68 35 social sccurity
16 public credit
8 public utilities
9 reguletory bodics

Chile 25 ' 10 social sccurity
7 banlding
& economic devclomoent
Liexdco 72 6 credit
3 production
3 trensnort
5 wromotion
55 miscellanzous
Peru 11 5 economic develomment
2 transnort
L, banking
Venezucla 1L 1 social sccurity
L industrial
3 banking
2 regulatory bodics

[, miscellancous

/% ciear cxample
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: L c]ear cxomnle ol the Jnllzx:oility of thn tar basis is Jound in
rnoort and export thy reveme,  Desmite the sbstential risc in import
nrices since 1936, tarlff schedules hed remsinced rredominantly on a -
snocific duty basis until quite reeently, whon they were largely -
cmﬁn o to an Qg_y§,9;gg_basls in many countrics. As a conscquoice,
rovenues from customs duticos did net climb ss sharply as raoccints from
othur taxes. In addition, the rostrictions on imrorts imposud by most
countries under the impact of foraisn exchange difficultics tunded to
denress still further the receints of custous duticss i concomitant
develomoent which mitigated somowhat the rolative decline of customs
dutics was the levying of svreharges on imperts and exports and on
foroign cichante transactions. Thes: taxes, togethcr with nrofits
derived from the rovormment nurchose end sale of foreign wichange
violdod substential rovomics, c.g., In Lrgmitize, Jenacdor, Chilé,.Pcrﬁ,
1nv1co Frazil, Umiguay end Vonozviola. : o

M

Tax Structure

Changos in the

Buring the period 1938~1940 the tax shricture of many countiics
in Latin -wmerica wes fundamentolly affcctod by the introcuction of -
various tynss of incone taxes ard of increcscd rates in alvoedy

cstablichoed tawes on incoac, Inoa nwiser of counbrios tho owisting

texes wore buttrosscd by snoeicl lovies on canitel galns and eXcoss
prefitse. In srgentine cnd Presil, for instonce, tbu Jatter tex ghd 

originally been introduced as o wartinc levy but was subscguaitly
reteined as a nurmaront featvre of their tax svstoii. Table 8 shows the
status of income toxes in Latin derice oo of tho ond of 1250, At the
same time the relstive burden ol cusboms dubics decrvascd dvring that
peried; in the faece of rieiny prices, tis shecific dutios lost in
relative imnertance, while falling imnorits duce to yer and subsuinent -

foreign cxchanre slohtgag further affccted totol collections.
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Table 8. Date of Introduction and Tyne of Income Taxes in
Tffoct on 31 December 1950 in Latin fmerican Countries
: gat
Countrics Date of Ten
Introcduction Non -~ Schedular Partial
Schedular
Argentina 1932 x(at uni-
: form rates
for all
schedules)
Bolivia 1928 b4
Brazil 1924 X
Chile 1923 X
Colonhia 1327 x
Cuba 1931 X
Costa Rica 1931 X
Dominican
Rerublic 1949 On busi-
ness
profits
only
Zeuador 1927 X
Zl Salvador 19186 X
Guatcomala 1938 on hisi-
ness
profits
only
Haiti 1948 X
Honduras 1949 X
Mexico 1925 X
Panama 1934 X
Paragusay 1931 x
FPeru 1934 X
Uruguay 1944 on cxcess
prefits
Venczucla 1942 pid

/The successful
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The successiul imposition of the dncome luviss was schivved,

.

however, through a certein scleetivennss in tholr imncsition and

adininistretion. Incomc btaxcs on the more modest irncones of goverricnt
nersonnel cnd other wege and salary corners could be colleetid in nary
countrics with great cificicncy through withhelding 2t the scurcc.
Large, often forcign-ovmed corporations, wore olso under the scerutiny
of income tax collucbors. Individusls, hew.over, who drewr, oft'n
consicdurable, income from professions end trodes and conital invested:
coread, wore ofton zble te avoid their inceac tex - liabilitics to .o
considerable cxtont. ,
Develomaents of ‘the last two yeors slowed down the »rovious riso
in the imnorterce of diract taxes, Custors duties stortad te ceotceh
up with the inflaticnery risc in rrices: first, ad velorm surchorges

were imrosed on dmuorts end cxports In a muy v of countrics; then

customs dutics thausclvoes were irncraezsinily nlecced cn en

basis. l.orc imrortaont, orxcisc dutics and snics or fturnovor tozcies
were widely strengthensd. In one ceunbtry ot Jiost, the Deminican
Renublic, the gonoral dneoms teax thet hed boon introdnccd shortly
before was abolished in 1950, One of tle wost intorosting foaturces
of these develommoents was tho ascondercy of revonues frar czoort taxes
and from forcign cxchongoe transactions which were alsn in the neturc
of oxnort charges. Thoe risc in the orices of leading oomoert comzoditics
of meny Labin Jauricen countrios brought ebont a considercoble axparsion,

not only of the basc of these toses, but cise of thelir unit rabo.

3 = DT 3 =
71) Taxes_cn Wealth - spd fucroy

Teblae 9 rovenucs from ineniag,

.8 shown DY , wreess profits ond

capitel goins taortes constitute the Widk of the vwicld freom tox-s on
wealth ond inceme in the verdous countrios stbudled. This is
attritutable to the r L-otively low yiclde soccured fron snch temes on
wozlth as land ond inheritance toxes vhese vrhos hrove rucinoed alimest
unchonged throughout the period; en edditiconal Toetor has boon that
rcassessient of lond has not kert poacc with the risc in lond velues

T

resulting fren the inflation. In some countrics, such es lrgontine

an¢. Brezil, lond toxes ~re, wmorcover, lovi.d by locol rubbovitics.

/ Thuro have boon
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There have boen no outstending changes in the orgenizaticn of the
incom: tex itsclf. In mcst countrics it has romained a schedular tax
with preferential rates for corned incoine coupled with a global
complementary (sur) tax. & notable cxception is ‘rguomtina which has
introduced a uniform tax rate for all schedules in 1950, thus,
conarently, teking a first step toward the substitution of a unitary for
the scheduler ircome tax. In this connexion it may be noted that the
Dominican Republic abolished its rccontly inmtroduced incone bax
altogether in 1950, rcturning to the ecarlicr combination of copitation
ftax and busincss profits tax. The usc of capital gains taxes and the
incorperation of cxcoss nrofits taxes inte the permencnt tox systom of

a nuaber of larger countrics has alréady becn 2lluded to.

/Table 9.

———in.
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rercentage Distribution of Major Topos on Woalth
-and _inceme of Certain Lebin mericon Cvnbrics
for Sulccted Yuors

Countries Income, Fxcess rrofits and | . Texes.on Nlcelth
- Capital Gains, Taxus es [er- and Incoull as
centage of Total Tax Recelnts rorcentege of -
Totnl Tex
o . leceipts
~rgenting | ,
1938 R 14 20
1944, _ 25 41
1947 42 L6
1948 : L 50
1949 3 L -
1950 § 33 ak
Drazil '
1938 11 1t
1944 - 34 35
A9L7 | 3 5
1948 35 35
1949 35 35
1950 E | 32 | 32
Chile ‘ :
1937 | 2 o 18
1944 ' : 34 ‘ 3
1947 | 33 Al
1948 37 o : h3
1949 C 31 39
1950 & ‘ - o 26 - 3
Colombia
1937 - . k R,
1945 ' 34 L5
w87 , 7 L9
1948 58 : 51
1949 41 . ot
1950 & - 36 ' ‘ L8
Hoitdi
1937/38 2 2
1943/ bLy ¢ 10
1946/ L7 g 8
1947/18 13 13
1948/ 49 L 1,

1949/ 50 11 1
' (continucs)
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Countries Income, lxcess Profits ard Taxcs cn Wealth
Canitol Geins, Taxcs ea Per- end Income as
centage of Total Tax Reccipts Percentage of
Total Tax
Recelpts

Peru

1938 11 3G.
1945 25 51
1947 23 53
1948 27 5k
1549 21 L9
1950 E 19 56
Venezuela :

1936/37 as 27
1944/ 15 9 57
1947/148 P 24 63
1946/49 P 26 8l
1949/50 P 28 61,
1950/51 T 24, 58

(11} Texection of Forcign Busin: ss_snberprisoes:

The special nosition off forcign traders ond investers in the
economy of many Latin {morican cocuntrices has had a notable impact on
their tex systeoms, both in the introduction of specinl lovics designed
to tax them effectively and in the provision of sneeial incentives to
attract them inte the cowrtrics. Their Importance in the tex schomes
of theuse countrics is charactoriscd chiefly by thrue facts: they
constitute the clazent with the largest incomes, in an ceconomy in which
reny incomes arc too smcll te bo reeched cffectivily by the income tax,
Secendly, o lorge nertion of thelr incode is sooner or lotoer oxpatriatcd
rnd thercby ithdrawm fran the doaestice production mrocess to the extent
to which it is not retrined by tax collection, Finelly, in many
countrics they erc engeged in the expleitation ind cxrnorteticn of
depleatable natural rescources whose contribution te denestic cconomic
devecleomment must thus largely procced throush the investment in
develorment projects of tex revenucs drown fron such cnbornriscs.

/Countrios



5/CH.12/217 /448,12
Iage 39
Counurl s which rely for the bulk of governmunt ravenues cn lorge

fereign bntvrp"¢sou hove found their toax structure Q(wlnht(d by the
neeessity of devising effuctive tex neasurcs for such industrigs. The
incomne tax, whilé-goﬁcrallj applicd to. such enterpriscs, hag, ot the
nresdhtistagoJ-been‘fuund-largcly insufficient, chiefiy fér two roeosnns:
a genoral incone tax which covered both the bulk of the taxpeyoers =nd
the lafg0hfsrcign enterprises must apply conporstively low rotes to the
latter or losve o lurgc gep of unusud breckets botween the twe groups
thus tending to make the rates applicable to tho lathoer apmeer teo high

in relaticn t¢ the rates poid by the other texpoyers sceondly, the

¥
adninistreotive task of determining the net profits of en entermrise,
much of whose activity is carried on beyond the jurlsrlctlow of the
taxing country, is lergoly herond the capacity of nanw tox
cdministroticons, ‘ ‘ ‘
A Veriety of supplomentrry levies hoave therofqroe been intreduced,
soue of which have cutrun the ineauce tox in trodﬁctivityc. Foronosh
aneng these is the oxport taxs In Belivia this tex proviced in 1947

sbout A0 per cent of tetal tas roceipts as ogpiist slishtly over 20 per

P

cent for the income tax. In Pert the extued tox or mining wnd
agricultual products amonnted to- sbout 24 per cont as- agrinst %3 per
eent for ﬁhg income - tax in 1947, +he figures' iu 1950 Hbl"” 320 per
cont and 1%,9 per cent r sp tJV’lVa Profits derived frem rnreign' 
éxchangﬁ control, either dﬂractl" or-as i1 Brozil and Colombia- *‘wowgh
he 1mD051tlon ol schLal fees for 13ccnscs and t1c sale of Porblgﬂ
currun01es, have produced ¢nnoruhnf r&venua$ in a number of countrics
including Argentin~, Dreozll asnd Chile. , >

It is difficult, hoawever, te obtaoin curprchunsive inforsticn on’
the yicld of revenue from these seurces, ~s in sono courtrics they are
eartnierked for srorlﬁl TUIDPGSCS or aSﬂifL;C to independent funds cr

agencles Lna.urc.c@ltted, in vhol = cantral ghvornient

[®)
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=
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=
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budgets. Thus, in Jrgentina thos cticns wors corvied cut

l/ The “cruv1:n syston hes now beon chonging by the rocont cnactuont
of the new Peruvien Hining Coce which uhbbxlutus rOy
tha expert tases.

/throuzsh
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threugh the Fxchanse Fund {(iargen de Carbic), froo which varying amounts
vere transferred to the gencral budget fcr specific purpescs. In nost
of the countrics using this systun o considerable portion of the foreign
cxchange murchased at a low rate was nede aveilsblc at sinilar rotes

for favourcd imperts such as fecodstuffs, thus in cffcct using part of
the cxchange profits fcr subsidics to these immerts. Only the raieining
profits were then transferred teo the general budget, cs in the case of
Bolivia, Chile ond Eeuador. In Venczucla they werc shared betwecn the
Trcasury ond the Central BDank., .

_ Most notcworthy among the tax referms affocting forelgn cxtracting
enterprises was the se-callaed 50/50 scheie introduced by the Venezuelan
Petrcleuwnt Law of 1948, This law prevides for o variety of toxus on
petroloun enternriscs, emoeng then cxpleoraticn texes, surfacce taxcs;
incoric taxes and royaltics. These levies ore supnletented by =
provision under which companies, carning less thien 15 per cent of total
investrient, pay an additional fax sc coleulated os to bring the total
revenuc collected from them by the sovertment to 50 per cent of their
annual profitse.

While the offective taxaticn cf foreign enterpriscs thus geve rise
to importent now tax neasures in meny of thesc ccuntrics, the scarcity
of availablc domestic capital mode it appear desirable so os te adjust
the t ax systums thet they would not deter fcréign entrepencurs fron
investing or reinvesting in these countrices. This rcquirenent, howover,
has lost in practical inportance for three roasons:l/ first, non~-tax
considerations (such as free trensfersbility of nrofits end capital,
peliticel end ewnorie stebility, continued expension of attactive
investment opportunitics in cepital=-wmorting countrics) have sequired

verriding inmportances; secondly, schedular tax rates, oven in the
highest brackets, werc generally much lower in the e~untries of Latin
dnerice than in the principal capital experting countrics; thirdly, the
nroblen of deouble taxation, traditiconally the nest voexdng difficulty
confronting the foreign investor, has boeeone less ccute in view of the
priveloge grented investors and treders of crediting fros such capital-
cxporting countrics o8 Unitod Stetes, Hetherleonds ond United Kingdom,
all cr part of the t“"cs paid abread cgainst tholr highor national

incone taxes,g/

1/ Sce Bfectos ¢o 1o Tributneidn sobre cl Conercic Ixtericr y las
Inversicnes 3§_gg_£;;ran cro, Chapber 2 (Uift hd laticns 1950.XVI.1).

g/ Bilateral agrocument for the awveidence of dﬁvble'taxnticn of inconec
and successicns aro currcently under v egpt1~+ﬂnr Setween the Unlqu

Stetes—and 1x,Lﬁt1n~ﬁnc?1rﬂn~rﬁmtbi*057{5J, e
agrecnients, volwie IIT World Guide t« International
1843 to 1951) /Therc remain

Tax . ugrbO‘uPtS,
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There rencin coiplex coses of double fwatlorn, csocclcolly in the
interrelnticnship of foreign steekholders in derostic cernoretlons
(Su sidinric a) to which th‘ deteiled provisiong in Letin w”CTiCCn
lc lSlctl n on-the texeticn cf dividends accruing to fcr01gn*r° is
" freouently not sufficiently sttuned. In addition, theso prcv1 3i-ns
cover senly the dircet texes, moking no previsicn for the problon of
Arecuently heavy indircet taxes, ospoeially turnover taves end import
ond oxport dutics. Tox incentives, therofore, hove eontinued to roccive
.PLch';ttention fn'ﬁﬁc nart of neny Latin Jnericeqn goverments.  The -
pr1n01pal aim cf thCSL 1ncent1vcu has beun bo casce the bax burden during
-the initial periced of crgonization ond adjustiont. There is now. o
tendency to aveid blankcet tox incontives, csnocinlly  frorn income tex,
which o uld givc'tix priveleges even to well established entorprises
which were nn longer 1” need cf thon,  Jneng the nore inpertent
neesures token by vericus govermicnts in this circeticn are:

a) oxenption of neow or exprnding ontorpriscs froo inecno.and
allicd taxes ond of taoxes cn cubput, for o Jicited mebor of
yoers ol )

b) cxempticn ?rﬁﬂ Qutlcs on 1mporhs‘af neodel. nechingry, equipient
and Wﬂtar*“W”’ |

¢) liberelisati-n of provisicns r&léting'tc coocession gronts,
to depletiin ond cthor ¢ llawﬂvcwc in tﬁ@ crae F mining end

netrolewt dndustriess | ‘ | o

Hdth_ru5pcct tc lcﬂptl-n frert incenie rnd e1licd tﬁT“G, boginning

L Janunry 1950, “rgunflﬂ! cxxenptod noy 1an5wanus fror tho poyent of

~the-execoss profits bex; moresver, up(lhtrva4nu ﬁrafits rre net subject
toctaeticn. Belivie hes a&cpth lqglsLﬂtlcn vhich nraﬁidés Ir
frecezing or reducticn of notional, cupertr ,ﬂthl'“”ﬂ runicingl toros leved
on the output of publiec utilities ond of f-ui rarufacturing enterprisss.
The Deninicon Hepublic hies ebolished the obsontocisn tox which wos
levied ns o surtrx ot thoe rote o f 10 per ceort on the inemwo trx of
individurls ond of 20 ner cent on thet of corn retionse

Exenptions fren dutics on Lhports hove beon grontoed voonew

cnterprisces in such ccuntrics s Cuba,'ﬁl Salvadcr,-Guitbmala, Hojti
rmd Ponoma. o - - -

Colombic ond Poru hove rocently infroduccd now petrolewn end sining

-

/codes ruosnectively
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/

codes respectively., In Cclombial! the new petrelow: code prevides that

capital invested in the petrclown industry will net be subject to the
net worth tax during the exploraticn period. In additicn, more liboral
provisions for depleticn allowences have been introduced. In Pcru?

the new nining code abelishes the rother conplex export taxes on mineral
procucts snd cstablishes reyolties instends EL Salvadoréj recently
intreduced speeial cencessicns to fishing and canning cnterpriscs in an
effert to stimulate the develomment of this industry; these enterpriscs
arc cxenpt from the tax on the exploitaticn of public weters ond the use
of fishing craft and ecuipnent, and fron.export texes on their ocutpute.
In crder to qualify for these concessicns the following conditicns must
be met: 1) 50 per cont of the copital of these enterpriscs rust be
owned by naticnals; 2) 80 per cent of tlc eonployees st be naticnals;
3) vricrity in the scle of its cutput must be given to the donestic

narket.,

(1ii) Taxes on Cormrodities ond Scrvices

a) Cuastcns duties releotive to totrl tax receipts continued
to decline in meost countries (sce Teble 10). The

naintcenonce of tariff schedules cn o specific duby basis together with
the existence cf trade sgrecnents, entercd during tho war betwccn'some
countrics ond the United States which resulted eithor in the freezing
or lewering of duties on certain articles, woere the majer contributing
factors to the relatively low level of receipts fron custens duties.
it the same time, with the srcwth of receivts fren ineane and domestic
cutlay taxes, custems dutics beearic of relatively séméndary inpcrtance
s a scurce of govermient revenue. Finclly, the impesition in rccent

yvears cf restricticns on inports vorying in scverity fror country te

;/ "Decrec Law 10 of 4 Jeonuary 1950,
2/ Decree Lew 11357 of 12 Moy 1950,
3/ Decree Law 726 of 8 lugust 1950,

/count ry was
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country was on additi:inel olenent in the rcelative decline of this
revenue iterns During the last twe or three rears, however, several
governments hove made substantial medificoaticns in thelr teriff
schedules with the ducl zin of brining the rotes in line with current
prices of imnorta and exports end of previding protection for new
demestic industries. Moreover the considerable increase in price and
voluric of basic row ueterial cxperts, since the niddie of 1950 is
contributing te o decisive recovery of custons rncclptu.
b) Other Taxes ca Corrioditics ond Scrvices.

Rising price levels eand incrzesed rates arc chicfly responsible
fer the incércesed yi 1d of toxes cn corwoditics nnd services relotive
to totel tax receipts. | - ‘

The patterns «f behovior af the varicus teaxes in this eategory
indicated in Toble -1l show, however, such veristicn, not only from
country to country, but slsc within cech country, os to noke any ottempt.
at gencrﬂllz_tlbn extrenely ulfflcult. Certain tronds can, ncvertheless,
be ncted such ns the releotive dgcllne in nost ccuntrics in the yicld of
excises levied on speeific comociticss In Argentine ond Chile this
wos due to the substantis r11ly l”rcur increase in the‘Vield cf the general

sales or turnover taxes which were in turn the rosult of higher rates
introduced in rccent years. In Colombia the relative decline in oxclses
is attributsable to the comnaratively larger yviclds of the trxes on
foreign exchgnge tronsections pnc of St‘lU cuties. "It is interesting
teo note that fer the nejority of the countrics thoe Eulk of the yleld
fron cxeises is deorived froo 1oyics on the consumptirn ¢f tobsacco,
alecchol and fucl products. In additicn te these vroducts, Brezil has

a levy on textile procucts which heos centributed in recent yonrs

between 15 and 18 ner cont of the totcl yield frem cxelsces.

/Iable;ggb
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Table 10, Distridution of Tex Receipts of Cortein Latin /merican
' - Ceuntrics for;scleched Years

Percentoges

Total tax receipts = 100

— - ————— S

. . L Taxes «n Corrmedities and on
~ .
Countries Taxes on Incoms Services

ond on Wealt '
nc on Wealth Custoris Other Taxcs cn

- Cormioditics and
cn Serviecs

argentina _

1938 20.3 ' 34,6 L5.1
19414 41.5 Tob 51.0
1947 15,6 17.1 373
1948 50,1 12.8 37.1
1949 P 5,647 646 L6.7
1950 7 40.8 7.7 5145
Brazil

1938 11.2 ‘ 4.1 L7.7
1944 33.8 : 13.5 . 52,6
1947 33.4 : 16.0 50,6
1948 34,5 13,6 51.9
1949 3449 12,4 52,7
1950 B 32.0 _ 12.0 56,0
Chile

1937 18.4 57,2 204
1944, 38.9 Lok 3647
1947 40.6 2h ek 35.0
1943 43,2 17.7 39.1
1949 39,1 20.3 50,7
1950 & 36,9 19.8 43.3
Cclembia
1937 - 23.6 495 ‘ 26,9
1945 45.0 29.7 2543
1947 49.1 2644 2lhe5
19,8 51,0 _ 22,4 26,6
1949 56,1 14.1 29,8
1950 & 43,3 18,1 3346
Haiti

1937/38 2.0 8943 8.7
1943/ 44, 9,8 82.0 8,2
1946/ 1,7 7.8 85,5 6.7
1947/ 1,8 13,1 80,1 6.5
1943/ 1,9 140 7947 6.3
1949/ 50 11.5 82.4 6.1

/Peru
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Teble 10, (combirmed)

1

_ . P e b s s

Ccuntrics Texes on Inccne o Toxes on Cormicdifies rnd on
Cond on Yealth: _ : -+ .Sorvices

Custuns . Other Taxes on
: ' crmoditics end
o Services

seru ‘
1938 2007, © 40,9 290,
1945 - 50.9. - ; 2"1::08 . 2l4~v3 ‘
1947 55 2549 6.7
191}.8 51—}.91!. - 25 :J_; 200-5 )
191'5‘ ' 1’-9 03 o 29 91 " 2106‘ .
1950 B Ed ok 22.0 21,5_
Venezuelé -
1936/37 . 12,5 3043

lSuS 224.-8 A

1
1944/ 1,5 7 . -8
7 162 19.1 .
5
A

2
4766 F L6
1948/49 P i
1949/50 F 6
1950/51 & 5

10.2° 17.6
19.9 1ELE

S A O B 3 .
dooats - . &,].o 1” .

R . /Tanle 1l.



Chile
1937 2.5 12.1 11.0  25.6 20.4 - 32.7 21.3 100 24
1944 15,0 10.9 Tl 33.3 13.7 - 37.2 15,8 100 37
1947 12,9 15.3 7.2 35.4 15,9 - 32,5 16.2 100 35
1948 10.8 8.6 9.0 28,8 10.3 - 1.3 20,0 100 39
1949 11.4 7.0 7.4 25,8 10.8 - 52,6 10,8 100 41
1950 E 11.8 - 6.2 8.7 26,7 11,1 - 21.3 40.9 100 43
Colombia
1937 58.9 . 25.8 1.6 - 13.7 100 27
1945 27.3 22,9 29,0 - 20.8 100 25
1947 32.6 23.4 24,3 - 2.7 100 24
1948 21.3 32,0 17.5 = 19,2 100 27
. 1949 2L.,3 L7.4 12,0 - 16.3 100 30
1950 E 20.2 51,0 11.7 - 17.1 100 34
Peru b/
1938 69.5 . - 21.5 9.0 100 29
1945 73.2 ) - 2L,.,7 2.1 100 2
1947 61.0 . - 35,9 3,1 100 19
1948 67.5 . - 30.1 2.4 100 20
1949 T 67.3 . - 31,7 1,0 100 22
1950 E 78.5 : . - 20,5 1,0 100 22
Venszuela M\
193€/37 34,2 25.0 - 3.6 62.8 26.7 - - 10.5 100 30
1944/ 45 27.4 29.0 - 17.3 73.7 15.1 - - 11,2 100 25
1947/48 P 20.5 29.1 - 4.6 54.2 19.1 - - 26,7 100 19
1948/49 P 18.6 29.4 - 4.9 52.9 18,8 - - 28,3 100 18
1949/50 P 19,7 27.9 - 7. 55,0 22.7 - - 22,3 100 16
1950/51 B 18.1 26.0 — 10.0 54,1 18.8 - —~ 27,1 100 22

Stamp Duties, ncludes Consular Fees.

a/ Receipts from mwaos trensfer of funds abroad not ascertainable. b/Including
Note:E: Estimetes, P: Provisional Results.
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" Pable 11. Distribution of Taxes on Commodities and Services in
Certain Latin American Countires for Selected Years.

o a,-i.ei@:,e,;-i-i;.;mnwOmsdmm@mw-- i e g
Exsises._ w | 2 iwmm
o e s s - rmr e .e d % v (o} Ct._.
A B ]S S
o | 4 12% a1 8=l 80 | | 41088
81 8 1%2 5| 9| Bius|8] 2| 3|8y
o ol Y £ + m g2] Q9 + 0O P adq
S 31231 8| & S 188 | ¥|88a”
(58] ﬂ [c Iy [dp] H = wmsm.m_
- O
| . [l Etod 2 4
Argertina .
1938 25.6 19.0 13,9 15,6 74.1 W.7 - 9.5 1.7 100 45
H@ﬁ MN-H Hmom Hmo@ urb.ao qo.m MJWO@ - Hluloo kc@ H-OO WH
1947 18.5 144 14.8 16,0 63,7 15.7 -~ 4.8 5.8 100 37
1948 18,3 13,4 .4 16.8 62,9 15,7 - 15,1 6.3 100 37
1949 P . . . 37.9 9.3~ 404 124 100 47
1950 E 11.5 7.1 12,4 9.0 .0 T.4 - L6, 1 6.5 100 517
Brazil
1938 . 69.8 19.3 - - 10.9 100
1944 56.1 21.L 16.0 - 6.5 100
1947 75.7 b7/ - - 0.2 100
1948 mm 76.9 2.5 . - 0.2 1C0
1949 a 77.9 21.9 . - 0.2 100
1950 E 6l 4y 17.2 10.2 - 8,2 100

T
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CH.PTER III SCCILL SECURITY TROMNSLCT IOLS

In order to properly apnraise the net effect of the financial
activities of the goverhment, attention needs to be naid to the
transactions of the sociel security funds which are now in the process
of rapid expansion. During recent vears their transactions have recached
& lavel which gives them economic significarce. In a nurber of countris
the scope of these funds has been widened to include broad categories
of industrial workers encd salaried ainloyces.

In a mmber of Latin /mericen countries, notably in irgentina and
also in Brozil end Chile, the contributions received have greatly
axceeded benefits being peid to the insured and administrative
expenditures incurred by these funds, In their ceononie ¢ffect the
contributions paid by the omnlbvees recuce their spendable incomes and
have-an cffect similar to thot of texss or of forced loans, With
:'rugard to the contributions ™:ing paid by the wmployers, their effect
is similar to that of 1nd1rbct texues es thoy are chargeable as cost of
rrocuction. ..s far os the cxrenditurcs of the funds- cre concernsd, the
cash benefits (economic transfer peyrents) as well as the administrative
charges incurrcd-(paymcnts for suorvices roderad to the insur: d) '
represent additions to the wrivate incomne of thn rocipients,

In addition to receints from the public and payments to the public
by these schames, the cucstion of transfors botween the central
government and the insurance schome has to be considered. For a nroper
appraisal of thc economic significance of the transactions of the
insurance schonics thuse transfers should be elimineted from central
govurnnent uxnunCLtures and from thg reeceints of bhw insurance funas.

25 they are not dircetly aflcctln* per“tC incomes.,

On the whole, it can be said that the ceeunulation of substantial
surnluses in thise funds had a Gecidedly anti~inflationery (ficet
offsctiing to the wrb.nt of thesc surwluscs, deficits incurrced in the
other s cctors of government cotivitics. Froa this pdint of view it is
rather of sceordary importencc whothor the cccurulated surpluscs of the
funds arc dircetly utili“cd by the ﬁovnrnnént tﬂrough the‘salc of
government bonds to the insurance schcuss or thcthor the insurance funds

/acpumulape,large
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accumulato largs cash balances, vhile the government at the same time
resorts to central bank borrowings to cover its deficits.
The following throe major aspects of the activitics of the social

sccurity institutions arc boing considered below:

a) mnagnitudc of soclal sccurity transactions,
b} contributions,

': c) Investmunt nollcy.

;&galtgdo of Rp fexl Dts 2 d ments

Mnonﬁ the countrivs whore soclsl svcur" iy reccipts arc 1mnorb<nt
Argentina, Prazil and Chilc by far head the list,

The coverage of the social °chrlty schomes in Aréuntint was
consicerably expended in 1944 end 1946, with the rusult that the gross
receipts of social seeurity funds reached a 1CVul cf Jctwoen two to
three billion'pusos during 1948-195C. In 1948 thov rgprcsuntea alrcady
more than hplf of total contral ”dvcrnmunt ruccipts, whilc by 1950 thoy
arc ¢ stimeted to rosch o lowel threo fifths of cenural zovermsnt
receipts,  The abaolute amounts rccuchd 25 well as in tcrms of
percentrage upon total rocuints of the central government for sulucted

years is given belows

ARG TIN..

Years Social Central Sec.Rec. 28 % Heldings of
o Seeurity Govermmacnt - of Central  Government Bonds
Roccipts  Heot Roecipts Govermment '
‘ Receipts

| . (in million pesos)
1944 312 1,507 20,7

1946 1,309 1,972 6644 , 1,792
1947 1,585 3,565 13,8 2,813
1948 2,339 LAOL 53,0 L, 621,
1949 2,310 4308 560 6873
1950 5 3,239 5,317 6049 | .

Sources: licaoria del Dop rtomento de Facicnda, 1944, Vol. I, pell2;
' Feonsrie owl roder oiecubivo doferente 2 12 Cuento de
Inversidn, 19473 Co _
- Cheptur on autonomous ?PunCluS,
Lanorir de la Contaduria Coneral de la Repdilica, 1948,
pre397, -10L, 406, 407,.
Presupucsto General de 1a FﬂOlon, 1950.

d/ Figure arrived at by odding the reportoed 2249 nllllon posos
invested in 1949, Memoria del Donco Central, 1949, p.78.

/In the absonce
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In the absence of cveilable information with rogrrd to bencfit
payments which made thoe calculation of the veorly surpluscs of tho
social sccurity impossible, the last column of the above toble
rcpresenting their holdings of goverrment bonds is significant as an
indication of the cxistonce of large surplus.s vhich were available for
investments in sceurdtics. It also includes the govermnent contribution
to thesc funds usuelly mode in the form of govornment bonds,

In Brezil the cxnonsion of social sccurity schemcs took nlace in
1938 with continuous increcse in scone up to 1946, Surpluses heve

been substontial throughout the period as shown bHolow:

BRMAIL
Years DNumber  Total  Total Surpluscs Totel Sécurity
of Receipts . Expends- Central Roccipts =8
insured itured Covermment % of total
(10c0E) - Recaipts Government
- Receints
(in million eruzelros)
1937 895 35844 23.8 23446 3,173 11.2
1938 1,814-6 557-2 16008 . 396"[4- 39680 . _ 1[4-03
1946 3,193  3,737.2 1,543.2 2,194.C 11,392 32,8
1947 3,324 4,486.1 2,004L.8 2,431:3 13,853 32.4
19)4.8 3,153E 50128.0 2,’—!—25¢1 2,702:9 15,699 3206

Source:s . rnuario Astadistico gg Brasil, IBGE, Afo, 1949, p.451

g/ Mainly benefit poyments end administrotive cxpenditure.

In Chile the samounts involved in social sccurity transactions are
also grcat, though net surriuses are not as hizh as in Jrgontine ond
Brazil. This may be due to the faect thet the socilal sceuriiy schemes
arc older in Chilc than in the two other countries and that benefit
payments inercascd through the years of operation. [ivertheless,. there.
are substontiel surpluscs.  Soclol sceurity reccipts rcprbscntcd 3849
per cent of total government roceinpts in tho yoor 2947. (Sce Table 12)

As for the rost of the countries the magnitude of the sccisl
sccurity trensactions is not as striking as in tho three above
mentioned countries. Their roceipte, cxponditure cnd baloances are

shown for 1947, tha loct year for which figurcs cre availebles:

/Contributions
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Contributions

The finereial nrovisions referring to social security in Latin

mericen countrics ore varled.&
7Lta@nﬁanbhw¢;&m&,£mdmuGuhmﬁﬁ,fiﬁ.mdUmgmy

in addition to the contributions of anplovers and enployees, the
governmaents have earmarked the procceds of special taxes ¢s thelr
gontribution to social security schames. In thoe rost of the Latin
imericen countries f{ixed percentnges of govermment contribution exist.
For instance in Brazil an amount equal to 5 per cont of employces'
earnings is contributed by the goveraments In CGhile the govermment
contPibutes-l.5 por cent for monuecl workers nond 4.5 per cent for
independent workers; in Mcxico ~nd Peru 2 per.cent of cwmployees'

carnings: 4.1 por cont in Venszuele; and in Penama 0.8 and 3 per cent
dencnding whether they cre anployces ang pensioneoré~or indeperndent
workers. Finelly, in Bl Sclvador though the wnresent legislntion hes
not determined the rates, the Ste cte is-rcquircd to put un 25 por cent,
the workers 25 per cent and the uleOerS 50 per cont of the cost of
social sccurity.

In the Dominicon Rupubllc um“lov=as and cmDJoyurs alonc contribute
to tho cost of such banuflts arising from maternity, conultlons
requiring medicel core, 51ckncss, invalidity, old hgb,‘"nd death of
breadwinner only. '

The cmployers. contribute with o porcentage equal to that of the
employces in Brezil, Cuba, Hoitl, Penome, ond Venezuele, In srgenting,
Chile, Dominicen Republic, Mexico, Peru, El Sclvecdor and Uruguay the
contributions of employers ore greator thon thet of the cuploycus,

The highest epnlicable reate for the umplovors zre in Uruguey and
Argentine with 11 and 10 per cent of thc aiployzes! earnings. The
lowest is in Cuba wlth onc half of ons percent. '

v

1/ Internctional Lebour Office - Intermeotional Survey of Sociel
Security, Gencva, 1950 Ppe 207=236,

Investment Policy
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Investmont Policy =

The invesStmont of social sceurity institutions in accordance with
the rules under which they have been sut up must comnly with certain
conditions of scfety, yield and liquidity. TIn Letin Jmerica, the
mejority of the schomes show preference for investuents-in gpvernmcnt
or govermont=-guarantced bondse While the yield of govsrmment bonds
is rather small comparcc with the wsual return on othor typos of
investments, it is possible, however, that cbnsidcrctions of safcty
are the determinent factor for investmonts in govermment bhonds.

The countrics where the social sceuriiy legislation spacificelly
cnumerates govermment bonds among the possible sources cof investments
of social sccurity funds ere: Argontina, Drezil, Chile, Costa Rica
(the lew provides for leoans to the government, munieinalitics, and
other State bodies up £o QO nar cont of the investments) Cube,
Doﬁinicnh-ﬁopublic, Guetenaln, Mexico {the law provides that social
security funds ceuld invest up te.20 per cent in government herida and
up to 30 ?ef cont in bonds of Hwdcan industriol undertakings),
Panara (up to 20 per coent to be invésted in bends) and Uruguey (vwhere
investments of this tyne could be up to 60 ner cont cf thoe sccinl
sceurity holdings)e In the couatrics where ne moxdmum or minimum
nercentage is fixed, it may be assumed thet there is ne 1limit for the
amount of funds te be invested dn government sccuritics, £11 of the
countrics include mortgnge losns, perscnal loens and other types of
investments such as building censtructions omong possible investments.
in Bolivia; Colombia, Prragusy and Peru, there are no specific

rrovisions covering investrcnts in

goverament hands or governnonte
gucrantecd sccuritics,

The social sccuridty institutions covering sickness and old age
in Brazil reportod 2.2 billion cruzciroes of government bonds emong
their asscts In 1947. In Chile the heldings of governmont tonds wore
small, reaching in 1947 only 0.8 miilion Chileen pescs, due to the
soclal sceourity institutions! pcliey c¢f investing in rcal estote and
in mortgoge loans. In Mexico the investment in goveormmont bonds is

also small, amounting in 1947 to 1€.5 nillion pogos.

;/ Inter-/mericen Confercnee on Social Sceurity -~ Rio de Janeiro,
10-12 HNov. 1947. Jeport of the Scerchtory-Gencral, ILO, llentreal,
19&7 ’ Pp 032".89-

/Table 2.
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Table 12, Recelpts and Bxpenditure of Social Security Funds,..
Selected Countries a/

| Contributions N ‘Tiﬂ Benefits 5
from g i =D in cash pel T -
7} sy L ksl @ s B & [ RN
. o e SOl O : ,a .l C N o O
Cauntries | o © | oo | BRILH P iTotalll,, BB lehl 85 | Total| 5,
. 2 R Sk Aol wind |ad pote) 0
514 185 | 8858 § 18g| £]5 154|88 &
i7] o + Iy - ]
ML HE BN S
S < (el s (B8 Claa] §] 8 =x
l Brazil ) ‘ |
1948 . 1, 215 1,215 1,215 M/ 312 529 h 486 722 419 l9h h35 234 2,005 42,481
2.0hile - _ , _
1957 938 2,016' 167 158 397 211 3,886 1,462 547 318 367 2,6% 41,192
3.Mexico ' o | _ ‘ |
1947 ’ . . .
g)sickness 9.8 19 5 9.8 . 0.30.2 39.6 _2.86 45.37.9 3.2 59.0 ~19.4
bjoldage 9.8 19.1 9.6 . 4.1 0.2 42.6 o h939.5 bbb - 1.8
Qegleym. ' -
injury . 103 .. 0.4 0,1 10.7 0 2.7  2.82.5 3,6 11.6 - 0.9
4 .Panama. L SR ' o
947 . 2.4 L5 0507 5.0 0.9 0.3 . . L2 ’
5.Vene~
zuela
1947 . |
geickress 9.4 9.4 3.2 . . . 22,05.90.1 141 - . 205 42.0
Yermloym. o
injury - 8.1 . . 0.3 ., 84L130.2 1.1 - ce . . |
Source: . ILA, Yearbook of Labour Statistics, 1947-h8, Geneva 1949, pp.259&260

o/ The Taxa de Providencia Social could be a source of public funas though no
information is available.

/CHALTER TV
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CHAPTER IV CENTRAL COVERNMZEIT DEBT

General Trends

“The growth =nd composition of central governaent debt of the Latin
American republics during the IQAOTS'are éhown in Table 13. Two major
developments may be.cetected from these data since the pre~ﬁar period:
1) a substantial increase in cdomestic debt in most of the Latin
Mmericen countries arising in large part from the recurrent budget
deficits during this period;;2)‘an gequally substantial decrease in
foreign debt for a somewhat lesser nuaber of countries. The decline in
foreign debt, except for a few-countriesl/, has not been sufficient to
offset the increase in internal indebtedness. 4s a result over-all
natidﬁél debt has registercd substantial increasses in at least fourteen
of th?ftweniy'Latin'Ameriban_republingfg‘ '

lThese géhéfaliéatioﬂslére; however, suﬁject to two important
qualificafiénsz;. The first arises from the change in the structure of
the central government in seversl countries os a result of the creation
of new autonomous goverrmment trading;.development and credit

institutions as well as the expansion of the activities of the old cnes

l/ Guatemale, Haiti, Honduras, and from 21l indications, El Salvador,
though no recent official internal debt data are available for this
country, Cuba might dlso be.included in this group in view of the sharp
decline in its foreign debt from 149.1 million wesos in February 1938
to 72.5 millions on 31 July 1950 and the relatively small increase (24.4
millions) in domestic longc-term debt over the same periods Hecent data
on its short-term debt and on results of budgetary operations are not
availeble and, consecuently, it has not been possible to obtain a
comprehensive pileture of its over-all cdebt nosition.

2/ The six exccptions include the five countrics mentioned in the
preceding footnote and Vernezucla, whose public debt increased
slightly relative to its budget revenue and national income, .

Q/ A third cualification, which however applies uore to the :

intornational comnarebility of the data in Tahle 1, rather than to
changes over time in ‘the magnituce and composition of thc debt of cach
country, ariscs from tho widely different methods of reporting the
domestic debt and of convorting forcign debt into national currcney in
the officiel statistics of the various countrics. Sonc of those
differences, ofton arising from widely diverpoent concents off the
national debt and, in particular, of the internel floating debt, are
indicated in the notes to Table 13, For these ressons, as well as for
others discussed in the text, inturnational comparisons of public debt
are oftcn of dubious valuce. The data in Table 13 may at best be teken
as sufficicnt to incdicote the gonorsl magnitude of the direct cental
govermaent debt and its major componcnts for zach of the countrics under
reviewa : .

/Table 13,
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Table 13, Central Govornment Debt in Latin America, 1938-1950
(In millions of national c@rrency units)
C 31 Decembcr ‘ f
'k ' : o z'n.'-x-. _; . - -—-\-‘ﬂ,——-.. I . . ' - "‘ '.,i'__:- siergepline v -
Countried 2 1938 19h5 _ 1947 1948 1949 1950

!&rguntinal l/ (pesos)
Domestic:

Long-temn 2 3,145 7,312, 10,546 12;17% o .

Short-termd/ 594 3,396 3,815 5,830 ar . s
Total demestic T S

- (gross) 3,739 10,708 14,361 18,004 . Y
Foreign ' 1,055 53k 102 67 '61_”' ..'

Total debt(gress) , 4,794 11,242 . 14,463 18,071 .. ' a/
Long-term (nct) A 018 S 7,44, 9,890 11,235 13,540 14, Asl
Tart-term (net)d 204857 2,499 ¢ 2,290 2,201 2,108/

Total debt(n»t)ﬁf hy w- 9,699 - 12,389 13,525 15,741 16,643

B011v1a.(bollv1anos) . _ . :
" Domostic © k50 753 1,138 0 1,695 1,968 1 ..

Foreignl/ 2,108 5,292 5,650 5,820 6,008 . ..
Total _ 2,558 6,045 6,788 75524 7,976 '
:Bra21l (cru251ros) (1939)
"'Domestic P A R I S
. Tong-term’ Y L9kl 7,895 10,063 10,417 10,428 e
 Short-term 2,541 11,842 6,200 5,300 10,200 e _
 T0ta1.degst;c .. 7,485 19,537 16,263,.'15;717- 20,628 e
Forcign?_/. 10,212 7,252 7,226 7,006 - 5,235 3,671
Total debt (17,697 26,789 - 23,491 22,723 25,863 . ..
Chiié‘(begos) o \ |
Domestic: - - 3 - '_: S C ' o o
Long-term. 1,489 © 3,866 4,290 4,134 4,279 .
Short=-term 24 182 . 551 L1 392 .s
‘Total domstlcl/ 1,513 Ly OhE CL4,8KY 4,548 4,671 e
. Foreign® D L2.3h5 . 2,842 2,405 2,235 19 .
Total dobt 3,858 6,690 7,246 6,783  6,820- ' ..
»Colgﬁbia (pééos) : .' DR _ | 7
. Damesti¢, - = - 81 - 206 . 334 369 1360 .o
' Foreignl/ 97 . 102 s~ 170 152 .,

. Total 178 308 482 539 512 "

./ (centimes) Costa Rica
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Table 13.  (continued)
- 731 Decamber ,
Countiics 1938 1945 1947 1948 1949 1950
Costa Rica (coloncs) ‘ R |
Domostig N S 950k 1136 ae . T ew TSy,
ForCign 10609 ‘_]:50 03 lh5o8 ©a e lﬁOoh
Total . 135.6 245.7 259 oe ve .o
Cubau(pesos)_é/_ | ' : '
Domestic: ‘ . .
Long=term - 7.6 7.2a/ ,7o1?/ e . 32.0 -
ShOl‘t-tOI‘m 9019 - e ean L) 5 .y
TOtal domostic 9706 [N [N L) o0 LN
FOI‘Uigﬂ 1)4.9 ol 97058'/ 86053‘/ s s 7205
Total debt - 2467 vor cen .o va cosn
'Dominican fepublic :
(pésos) - (1937)
| Dom‘asﬂtic' ) s 2:6 _o‘-o‘ . 15 !-3' B 25r3 26_01 sva
Forcign 15.7 cbe 1.3 1,1 Cob scs
Tqﬂal 18.3 sna + 16,6 26.4 2647 erc
Fcuador (sucres) . . : /
Domcstiﬁ/ 25.63 121;93 121.02 111,81 . 111.h45 ll7¢200/
Foreign 269.71  L91.31  517.58 530,09 _530.63 558 400C
Total debt (in  ° - ' ' - /
million sucros) - 395.34 613.2h 638,60 6L1.90 642,08  675.20 ¥
Guatemala . o/
fzquotzaics)
Domostic L7 2.9 508 6.0 1450 ces
FOI‘Oignl/ l}-}qz 351 C{JS Oo? Os’? .00
Total 1619 QO 06 6.,? 11{—07 L ]
Haiti (gourdes)” . | . .
DomGStig/ _ . 3.6 3.6 - hl.6 537.0 3lad, 33,2
Foreign L0.3 L9 .3 11,3 8.4 5 ol 2.0
Totel . 43,9 52o9 52g9 ' L54h 39.8 LOa6
Honduras (lampiras)a/
Domestic: o
Long~tcrm . 5.0 3.3 ;‘ 2.7 7 2.2 1.7 .
Skort~term 9,8 2T N X A i 949 soo
Total domestic 14,8 10.7 10,4 1045 11.6 cos
Foreign ' 51!9 . 3ol 2_93 1.9 1.5 s
Total debt 20.7 13.8 12.7 124 13.1 PP
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Table 13. (contimued)

31 Deéember'

'./(ccﬁtinyes)“Uruguay,

Countrics = " - ‘
‘- 1936 1945 1947 l?h8; ,; 1949 1950 -
Hexico (pesos) | |
Domestic: ' -
Lcng"tcm 173 2 l, 063 ) 1,558 05 ,958.6 2,014-009 sea
Short-term : 7146 ljh,Z 195.8 200fh 22645 vee.
Total dgyestic 244,88 1,197.4 1,75L.3 2,159.0 2,267L - wee
Foreignt =~ . 1,237, 9 2408 240:6  235.5 230l _eee
Total debt 1 JW82.7  1,438.0 1,99@f9"12;39g:5“ 2,49745  aes
Nicarama. (cordob@s) L
Domeutlc e = .o - . ‘ : a/
Short~term Ol 1.9 11.3 113 30 0 ___.39.0
Total N 2,7 5.0 2746 2846 36,1 L0.7%
Forelgn' o L 23,5 L 2l l2 19,6 - 12,8 16,5 1032
Total . - 26,2 29,2 A7.2 W72 52,6 51.03/
Panama (balboas) Y ' S
DOmbSth . 2.5 . 103 ! 6.? 1005 1201 s h
Foreign 17.8% 18,0 15.7 15,5 15, ,es
Total L ,20.35/ 17. 22,1, 26.0 s
Para: ay (ﬂuaranlus) L . N
- * Domestig’ | _33_ o9 1348 5041 75.8 11T e
Foreign ' 3).6 45,2 18,2 L5.7 L34 seb
Total 6565 89,0 98.3 121.5 155,1. sea
Accrued interest 37 245 2.6 248 32 s
Tctal - o ; ‘ 69 o2 . 9105 . 100 09 o 12’-L 93 158 a3 see
Peru (solcs) o |
Domestic: _
Long-ter'm 714—-0 2&900 529 ol 550-9 . 514-9-7 e
Short=term - - 2063 :.709.6 ‘ T610.8 613,1 692,h od 8
Total domestic . 280.3 * 95846 1,139.9 1,164.0 1,242.1  eea
Forcign Y - h98.0 L B837.4  631e2 - 51heR T hLT7 W4 vos
Total debt 77843 l 506 0 1,771,1 1,678.2 1,6689.5 vas
El Salvador (colones) < o
Domystlc 3.5 On8 2.3 2ae sew LR )
: FOI‘Gigﬂ]&/ . 33@2 l{.5¢9 f _35.2 ‘.A!' : 28 l 260 /
TOtal . ‘_ 36‘7 . i-{.ﬁ(? . 37.8 sae .o e L LN ]



£/CN,12/217/Add 13

Page 57

Teble 13. (continucd)

) .3 Dccgﬂbof :

Countries 1938 19&5 1047 -,,2358 *'lgag,. 1950

Uruguay (pesos)

Domestic: o o ‘ - e/
Long~tcrm / 250.8 499.7 5795 637-7 698,9 761.3
ShOl‘t-teml 12.1 6;8 e . w e e e

Forci gn?/ - 1733 129:h  125.0  122.5  119.6 116,8¢/

Total debt .- L10.2 £35.9 T0kLu5 76042 818»5 878.18/

Venezuela (bolive-

res)a/
Domestic deott 3. d 2he6 . 310 230 227 LS

General Sourcer

Unltud Nations, Departmont of “con0m1c Af;a¢rs,

Q/ 30 Junce
&/ 1935: 28

:Eblég debt 1914~1946. \L&AG JUCCusSS, 1948)

February; 1945; 1947: 3C Juﬂb; 195Gy 31 July

¢/ 31 August. .

o/ 19381949 BO‘Scptunbc
tlmatbs.

B

Fotas

1950:. 31 July.

Argontina

Sources:

- as reportod in, Internstional Fir
{(International Vonete ry Fund), Vol. I11;

Notes:

and Sourees.

1938~ 19b6 Hynoria de l:_Contudurlc Gerorcl de la Nacidng
1949, 1950: Statonont of sinister of The Trc:suxv in the’
Congressional debate on the budget os t&ﬂ"iis for 195152,
nencisl Hows Survey

Io. 15, Cctober 13,
1950, ne. 124; Banco Central de la Ropﬁb11Cc Argentine,
I'anoria Aaual 1949, p. 89. .

l/ Data refer to central 'cvcranpnt uebt nowevur, they do
not 1nclude the oeot of the "a utonomovs cgenciest
("uburnules) :

2/ Grogs debt; i.e., including bonds huld by the Troasury.

The figares for 1945-1948 also include the debt of the
Junta Reguladora de la Produccidn Agricola (Administrative
Board for Agricultural Procduction) to the Central Bank and

the Beaco de la Nacidn which was consolidated in 1944 and -

. 5/

became & direct obllﬁetlon of the mrwsury Nhen the "Juntal
was discsteblished cnd its functions wery taken over by
TAPT (Sub zlso footnote 4).

2/ Gross licbkilities of the Treasury.

Net long-term debt {(domestic and foreion); 1ece,
excluding bonds held by the Troaoury,.19h5-19h9:
including debt of the "Junta Regulsdora™ referred to
footnote g/ in the following amounts: 1945: 693.3
million pesosy 1947: 560,43 1O48: 252.6; 1949: 196,6.

/5/ Net shor —#arm

in
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Bolivia
 Sourcos?

Note:

Brazil

Scurces:

Hotes:

Chile
Sourcos:

Notes:

end of 1949..

é/ Net short-term debt, corresponding to the dlf;urpnce
between Treasury asscts and 1lie bllltlos. :

g/ Total emount shown for 30 June 1950 not comparablc to

thosc of previous years as "nct long=term debi" does
not include the debt referrcd to in footnote 4/, nor the
"Bono de Garantfa? (Art. 4, Law No. 12, 160) which =mounted
to 358 million pesos at the ond of l°h8. :

Comimunication from the "WDircecidn General de Presupuesto

“Crédito Pdblico vy Anortizaciones® (20 larch 1950).

;/ Foreign debt, cxcent for & Sterling 0.13 million in’
. 1938, consists soluly of United States dollar
cbligations; conversicn ratest 1938: 100 bolivianos = & 13

'21585'b01ivianos 1 U.S. doller; 1945-1949: 42 bolivianos

= 1 U,3, dollar. TFigurcs shown include arrears of interest

‘from 763 mllllon bOllVl“nOS in 1938 to 3, hu5 million in

lgbgc'

Cont"aorio Geral da Uniao: Balancos Ger is da Uniro
Anuard 2 Sstatistico do Bresil; Bol“+1n do Consc7ho chnlco
de dronomlc e Flnencas, July l950 argd nu ust 1950 Banco

Delegation, N.Y: T

;/ Short=tcrm debt; currency in circulsation, formerly
reported as nart of thou short~torm debt, has been

excluded throughout the period under reviewy 1947-1949:

Figures arc rounded to the néarcst 1CO million cruzeires.

g/. Foreign debt: cicluding Irench franc obligations
amounting te zpproximatcly 502 million frencs throughout
the period under review, for which the ccquivalent amount in

‘United States dollers has been deposited in the Banque de

France for the purpose. of repayment in accordance with the
Acordo de Liguidicao of & liarch 1946+ Sterling and dollar
dobts have been converted at the fol]oulng rates (in
cruzciros por b 1 and cruzeiros per 1 UlS. dollar
respeetively): 1939: 71. 06, 16,64, 1945 67, 55, 16, 5h

l9h7 1948 : 72,00, 18,72, l9h9 1950 69 88 18.72.

Ministerio de Haclcnda,.lnfohng scbrd cl';stéao de la
Hacienda Pﬁbllcg, xnosicidn sobre el JStﬂdo de lﬂ
Hocicende Publicae

;/ Domacstic debt cxcludes covernmunt;wuardntecd obligations
(gﬂr ntins fisce las) mnountlng to 366 6 nllllon PeSes
on 31 Dbeﬂbor 1949,

g/ }orclgn debt excludes. Unltod States ﬁxport-Import Bank
guaranteed loan, mountlng to 1 ,389 million pesos at. the

/golorbia
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Sources:!

Notes:

Costa Rica

Sources:?

Notes:

Sources:

Notes:
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1938-1948: United Nations, Derartument of Economic Affeairs,
Public Finsnce Information Papers, Colombia (llarch 1950);
1949: Departamentode Con’rralorla » Informe Financiero y

JAnexes, 1949,

;/ Foreign debt includes amcunts outstanding in respect of
Ixport~Inport Bank crecits, as follows (in millions of

vesos )t 1942+ 9,33 19452 24,15 1947+ 25.4; 1948t 35.0;

1949t 30.9. Foreign debt in ecurrency of issue (including

arrears of interest) amounted to §7.6 million pesos and

5 1.9 million sterling at the end of 1938; 71.2 million

pesos and & 2.3 million sterling at the cnd of 1949.

Rates of conversion used: 1938: 1 U.S. dollar = 1 peso,

& 1 sterling = 5 pesos; 1949: 1 U.Se. dollar = 1.96 pesos,

L 1 sterling = 7,92 pesos, -

United Nations, Department of Yconomic Affairs, Fublic Debt
1914-1946, Public Finance Data, Costa Rica 1938-1945,
(E/CH, 8/31/uqncA 239y, 14 April 1949; 1950: Revista del
3anco Central de Costa Rics, M. 3, September 1950, p. 12,
1/ Foreign debt, 1938-1%947, includes arrcars of interest;

1945, 1947, 1950: including fxport-Imnort Bank loans:
1945: 11,2 million colones: 30 Septomber 1950: approximately
7 million colonzs at the current official cxchange rate
(5,67 coloncs per United States coller;; debt for 1938-1S47
cenverted at the following rates: 5.62 colones = 1 coldn;
26,5 colones = & 1 sterling; figure for September 1950 may
nct be exectly comparsvle with thosc of previous vears as .
ne breakdown was given in the source indicated chove.

Cuba Econdnica v Financicra, Javanu, sugust 1950, pp.
8—19 P

1/ Forcign debt consists of United States Jollﬂ
obligations shown at parity. It does not include
Export-imnort Dank credits whose amount outstanding on 31
July 1950 was §9.9 million pesos and obligations under the
Sugar Pricc 3tzobilization Law vhich amcunted to 3.5

million nesos on 28 February 1936 and had been. fully
amortized by Julr 1950°i

Domlnwcun Republic

Sources:

Zcusdor

Sources:
Notes:

Secretaria de Estado del Tesoro y Crédito Miblico,
ilemeriz cdel Aflo 1949, Boletin deo H"Clund_, %ol IIT
No. 2, Ju1V-Ducunbbr 1049 ppe SL~85.

Bancec Centrzl del Ecucddr Boletin, . July=fmigust 1950, p.170.
;/ Inc}ugjng'uanLd acerued interest; including Ex-Imbank

' loan: 1945: ' § 0.83 milliocas - A9LT 66595 19LG:

6,91; 1949:6,324; 1950 (31 fugt )t 6.31. Converted at official

"'Seulllng rates, 193¢: 1 U.3. dollar = 14.13 sucres; 194%5-

1550 13.50 sucres per U.u. dollar‘
s/ Gu'wtc*ﬁalc



2/, 12/217/A4d 13

Pare 80
Guatenala

Sources:

MNotes:

Haiti

Sources:

Notes

Honduras

Sourcesy

Notes:

Sources:
Notes:

Nicarasur

Sources:
Panama -
Sources:
Parsgus
. Sources:

 Hotes:

United Nations, Denartment of Kconomic Affairs, Public Dsbt 1934~

1946; Public Finance Data, Cuatemale, 1938-1948 (Doc. &/CH.8/33/
Annex 23, 12 April 1949); 19L8~1949: J.H, Adler, ®. Schlesinger
and E.C. Olson, Publie Finance end Zconcmic Development in
Guntemale - Repori of a New York Federsl Rescrve Bank Mission to
Guatencle in 1950 at the —equest of -the Cuatemalan Central Bank
(New York 1950). . ' o

;/ Foreign debt: 19L7~1950, consists sélely of United States
dollar obligations shown at per (1 guetzal = 1 dollar).

Banque Nationazlc de la Républicue d'Heiti, Ropport Annuel Du
Départment Fiscaljs Monthly Bulletin of the rfiscal Department; .
United Hations, Fission Eg_Haiti_(Report of the United Hetions
Mission to Technicel Assistaonce), July 1949,

;/‘ Dorestic debt includes fiduciary currency (nickel coins)
amounting to 3.6 million gourdes, ‘

2/ Foreign debt excludes  an Ttport-Irmert Bank loen granted in
1941 to the Societé Hritiano-fmériccine de Développement Agricole
on which the principel amount cutstanding at the end of 1949 was
3,97 million gourdes, '

United Nations, Publie Debt 1914—19¢6; Informe gg_Hacienda,
Crédito Pdblico y Comercio, 1948 2 1949.

l/ Forelegn debt, consisting seclely of sterling obligations;
converted at the parity rate of 10 lempirss = 1 pound sterling.

1945-1949, Compendioc Istadistico, 1950.

‘ l/ Foroign debt: bonded debt only, cxcluding floating debt and

cloims crising from tho destriction of foreign assets during
the Revolution and from s hscguent expropriations of forcign
asscts. The consideriold decrease from 1938 to 1945 is due
lergsly to t he reduction of the cmount outstanding, on the basis
of .1 dollar = 1 peso, in cecordonce vith the agreement with the
Intoernational Bankers! Committee in November 1942,

Hevista Trimestral del Bonco Nncionel de Nicaragua, Vol. IX, Nos.

36-37, January-Harch, April-dunc 1950, p. 31,

1938: Unitod Nations, Public Dbt 191k~1946; 1945-1949:
Estadfstice Panemedia (Contralorfin General, Direccidn de

Estadistica y Censo), Vole 9 No. 1, Jonuary 1950, p. 25

Banco del Paraguay, Divisidn de Investigacioncs Beondmicas.
Boletin Lstadfstico, Nos. 1 .and 2 (1949, 1950).

;f Nemestic debt includes "Operaciones de Crédito" and "Bonos
~de Hmisidn" not classified as intcrnal debt in the original
sources; these items totalled 12,8 million guzranies at the end
of 1942 and 7.6 million at the end of 1949.
2/ Retes of conversion not indicated/in the original sources
Peru
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Peru

Sources: Contraloria Gbnoral Balanco y'duoutﬂ Generel de la
Remiblica.

Notes: l/ Forclgn dobt convefted at the Jollowing parity rates:
3457 soles = 1 UlS,. dollar; 13,38 scles = 1 pound
storling,
El_Salvedor

Sources: H,C. Wellich y John H. .dler, Proyeccioncs Zeondinicas de
les Finanzas Publlcas, Un ¢studio experimental en Zl
Salvador, (Gexico, DLF., TT1949), pp. 229-237. TForcign
Bondholders Protcctive Council, Report 1946 through 1949,
(New York 1950), pn. 192-197. '

Notecs: ;/ Foroign debt ineludes Export~Import Bank loan, on

' which the principal outstanding on 31 Degember 1949
was 0.97 million eoloncs.

Urvzuey

Sources: Contaduria General de la Macién, Ruvista de Indices
fcondmicos 1946-1950; leply to Joznt Unltad liations=
Intcrnotional lonctary Fund Public Finance uestionnaire
(Junucny 1951},

Notes: l! Short-term dbbt, exeluding Central Bank cdvances on
current account which ere roported net of cash
¢lences held with the Bank.

g/ Foreign debt: excluding esmounts outstending in respceet
of United Stetes Ixport-Import Pank loens, as follows

(in million of wnesos): 1945: 4.153 1947: 3.64; 1948:

3325 1949 304, '

Venezuela

Sources: United Matilons, Departisent of GSconomic Affairs, Fublic
' Finance Surveys, Venezuela {Hew York, 1951). -

Notes: ;/ llo dircet forc1gn debt outstanding since 1930;
Govermaent=guaranteed fxport-Iupert Bank credits

to autconomous institutions, net of cencellstions and
exnirations, amounted to 15.5 millicn belivares between
1941 and 30 June 1950. Of this totzl only 8 miliion
botliveres hove boen disbursed by Eximbank; 4ok million
hove bueen ropaid, thus leaving o principal amount
outstending of 3.6 nillion on 30 June 1950,

/during the 1940's.
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curing thc 1940%s, Meny of thuse institutions, narticularly those engﬁed

. finnreing public economic development projects, or in extending
toans for similar vurwvescs to the nrivete scctor; hove the power to
horrow on the priveote market, usually through the issue of securities
ruarantced by the contral govermmont, Government trading corporations,
such os the "Instituto Argentino de Promocidn del Intcrcambio" (ILET)
arc “uthorﬂavd.to borrow from the ComﬁbrCl.l bapks in the- course of
their normal.oporatlons. The indebtodadss of entonomous 1nut1tutlons,
boing considerod as an Mindireet dobt! of the coentrel government, is
not included in the officicl public debt stataments of the various
countries and is not reficcted in the totalsshown in Teble 1, which
comnrise only the droct dobt of the central gOVLrTIt 8. The indircct
or guarantced interncl debt of sutonomous srpeoneics kas become of
increasing importence perticulorlys i the lorger countrics (Argoﬁtiﬁa,
Brazil, Chile aad P“cho) Oving te %ﬁw leek of sufficiontly
comorehensive éate on this tyne of move rﬁnaﬂ+ opbt it he u.not boon
possible to teke ﬁt into eccount in the proscnt uurvcy" It is
reescneble to assune, hows or, thot the inc l sion of the debt of the
~autonomous institutions as wart of tl irdobt Ldn g of the entire
centrel government scchor, would :iect, in vorving duﬂipuo, the
noegnitude of its chanoos in*vo}tmﬂ cnd composition in most Letin fmericen
countrics, bub not the directicn of those changes since tho nrU~War
nericd.

The sceond cunliflention rrises from tho chonge in the nature -of-
"forzign borrowing during tho nerdod vndop roviow, Host of tht forcign
loans received by the Letin dmoricen countric 5 since the nid=193C"s
have been of on 1qtcr—“ovvrnmcnt 1 Chﬁr“Cqu tnd consist large 1y of

crodits gronted by the United otaLuS wnort=Iiport Bﬂnﬁ.;/

4

1/ There heve olso been certein speeinl credits z,tanccd by certoin
wor ond post-wbr Unitod Stotes Governuicrt Lgencics (Lend-lensa,
Forcimm Licuidetlon Comdssionor, Heritine Cummlsqlon, cteo ) e
The cutstending indebtednzss in resmoet of those so-celled
"pronerty credits" for all of Letin imerica ot the ond of 1949
was 55 million dollerss; CFf. nesde nnl Mdvisery Council on
Internctional uOhOtﬁry and Minaneicl Provlome, Somie-annual Hepord
to the President and the Censress, Cetober 1, 1949 - 1 ‘arch 31,
195C, (Weshington, D.C., July 1950), Da 52.

/Since 1948
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Since 1946 the Internaticnel Benk hos becons the seccad mojor source of
foreign borrowing in Lotin lrmcrico. Most of the Zxim Bank crecits end
all of the Internctional Bonk locns hovwe been grented te subsidiary
government institutions and, in some ecasas to private corporctions,
with the guarantee of their respective govermments, Ixcept for certain
port~Inport Donk loans grented dircectly to the govermments concerned,
the Jeoans of thesa twb cgencios are not included in Table 13.
The following account of public debt develomments in Latin .imerica
since the pre~war period is devoted largely to the direct central
governmert debt of the varicus ccuntrics. It will be treated under the

folloving headings:

Trends, in Foreign Debt,
Changes in the Real Volune of Neticnal Debt,
Jbsorption of Inturnal Dobt.

A

A finel section will, however, deal bricfly-with the govermment

-

guaranteed lecans of the Hxocrt-Import Bonk and the Intorncticnzl Bank

for Reconstruction snd Developaent .

Foreiﬁn Debt

The cxdstunce of substantiel foreign exchange rescrves accumuleted
during the war by most Latin Sworican countrics coupled with a desire
on the part of scevercl of these countrics to improve their foreign
crecit standing which hed been impaired by the defaults of the post-
depressieon era, account in lerge part for the concerted drive in the
post=war period on the part of nest <f the Latin Americon Geovernments
to licuidate their mre-wor forcign indebtednuss, or to offer debt-
adjustment »lons designed o imnrove the presnccts of weintorrupted
service in the futurc. ' .

By the end of 1949 three countries, .rgoentina, the Dominican
Republic ond Heitl hed olmest fully repctrictod thelr netienal forcign
debt,

Lrgenting’s notional foreign debt had been reduced to 61 million
pesos at the ond of 1949 and to nn e stimated 37.6 million poscs at
the end of 1950 os compercd with 1,055 million in 1938 The Dominican
Republic's forvign dobt was reduced from 15.7 million neses in 1937 to
0.2 million in 1949. The remaining 0.4 nillion pesos meking up for

the totnl of 0.6 nillicn shown in Teble 1 reprasenﬁ the anount

/outstanding
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outstonding in reepict of Zxport-Dapert Banli credits obtained since
19L)., In" 1947 the Foition Government rodeemcd ot por oil of its fercign
vonded debt through the issiic of an internal losn of 10 million gourded

The reduction of the foreign bended debt of Brazil, Chils,
Colombia;f, 4) Selvedor, Meoxico, Flcarcgne, Panama,_Paraguayg/, Pery
and Uruguoy weos lorpgely the result of the debt-adjustment plans put
irto onerction sinee the nre-war period and the rosumnticon of scervice
under thesc plans. These adjustment plons vary considerobly from
country to. country. Generally, they provide for a permanent scttlement.
of outstanding issucs, usually by exchanging the old bends for new ones,
in most ceoses at por and in certain othérs (coge Brozil and Mexico)
with considersble reduction of thre nominal veluce of the origlonl issucs.
The plons usuelly provide for reduced interest rates ond cxtended
maturitics, for cancellation of part of the intorest arrcars ang for
settlaaent of the rasirder throush cash neyment or funding into bonds
of a new issuc, ' - |

0f the racaining countrics, S had rocuced its dollor bonded
indebtedness by nere than 50 por cent since 1936, throush repurchese cf
three issues botween 1948 ond 1949 ond througn regular  ariortization
poyrends on cther Issues oftor the suttlcmcnt (in 19368} of -the debt
incutred by the Machedo Govermaent, which had heon in defmult since
1933 Honduras?.forcign bonded debt censisting entirely of Sterling

obligetions hed also been reduced through nomal amortization payments

;/ The incrorse of Colanbials foreipn debt in terss of naticnal
currency shown in Teble 1 is due pertiy to sport-lmport Benk loons
(from 9.3 million puscs in 1942 to 3C.9 miliions at the end of
1949) ond pnartly to changes in the rates of conversicn, from 1
UeS. dellar = 1 nese and 1 pound storling = 5 pescs in 1938 to 1.96

- - ! 5 - -
pesos per UW3. dollar ond 7.92 pescs per 1 peund sterling in 1949,

2/ Ho details c¢n the composition of Parcgusy's oxtoernal debt and the
conversion rotes used cre oveilable so as to bo oble to explein the
apparcent inecreasce shown in Teble 1. The Parcguayan Government,
howevor, put into oépcration o debt adjustrmeont agreement on its .
sterling . cbligrtions in 1944 under which it hes cpparently
mainteined full redempticon chd intorest serviee since thot time.

-

/ Guotonola's
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Guotomalal¥s oxtornsl debt dccrO“SHd fron 14.2 mitlicon quetzales in
1938 to0 .0,7 million in June 1949 throubh nomel repoyments cn its dollar
debt ond redomption of its storling bonded debt in 1944 and 1945. The
date in Table 13 do not include, begimming in 1947, storling obligetions
arounting to approximctoly 427 thousand pbunds storling; which had
ranained outstonding after the Govermment redemption coffer cn all
sterling debt at par plus interest accrucd to June 30, 1944, was closed
on Afugust 20, 19&5}/ Thesc cbligations erc opporently no lenger
considercd as cutstending by the Guoetomalen Geoverrment,

Bolivia anncunced a debt sdjustrent plan on its dellar beonded debt
in 1948 but has nct yot pleced it into operstion. Costa Ricn and
Fcuador romein in default on thelr outstanding foreign bonded debt.

Finally it should be neonticened that the Venczuclan Governmont had
repaid its foreign debt by 1930, and, with the oxcepticn of rclﬂtivcly
small Export-Inport. Benk crcdits totalling 15.5 million dellars between
194) and 195C, had net berrowed abrocd since thot tine.

The repetriction or pertiesl liquidﬁtion of the forcign debt,
coupled with thc substantisl increesc in domestic debt in most of the
Latin /merican ccuntries, hod radically chenged their central govermment
debt structures since 1938. This is brought cut by the data in Table
14
Egbig_l&} Roelative Impertence of Forcien antr 2l Govermmont

Debt, 1938 ond 1949
(Percentoges cf toctal Centrnl Goverment De bt)gf

— e

Countrics 1938 1949 Countrics 1938 1949
Argenting 23.7 Q.04  Haitd 91.8 13:6
Belivia 82.4 753 Horduras 20,5 11.5
Brozil 577 20,2 Hoxico 83.5 9.2
Chile 60,8 31.5 Wicaragua 89.7 3Llal
Colombia 5Le5 29,7 Panema 87,7 56 40
Dominican Republic 85.8 2.2 Poroguay 48,2 28,0
Ecuador 93,5 82,6 = Uruguoy 35.9 1408
Guatemala o 75.1 L8

a/ Central government debt as defined in Table 133 the percentages for
1249 would be scomcwhat higher for certain coun+r1cs if United States
Ixport=Impert Bonk credits and Interneticnal Bank loans were token
into account,

;/ Cf. Foreign Bondholders Protective Counéil, Ine., Repert for Ycirs
1946 through 1949, (Hew York, 1950), p. 23L;

/It will be
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Tt will be noted that for oleven of the fifteon countriss for which
coiparable date are ave l}blol/, forcL{n debt rcorvscntcd rorce than
fifty por cent of tctal netional debt in 1938, By the wnd of 1949 this
wos truc of only three countrics (Belivia, Feuador and Penema)s The
porcentages for the remaining countrics ransed from 31.5 for Chile dovm
to Uracﬁically zero for Argentine. Theso porcentoges would be somowhet
higher for ccrtain countrlus if Ixport~Inport Benk grodits ond
Intornaticnal Bank loans were included. The foreign debt transfer
burden of most of tho Latin Jmerican republics hos been substanﬁially
reduced 25 a result of the reducticn in the principei cutstanding,
lower intercst retes con the refunded now issues and sirtonded maturitics
under the varicus adjustmcnt plens.  The develuetion of storling in
Sopﬁcmbcf i9h9 was on additicnol fretor toward this' end for countrics

whose foroeign debt includes sterling cbligotions.

Chonges in the Heel Volume of Notionzl Debt

Thelchango in structure «f the netional debt of the Lotin fmericen
countriecs shown in Teble 1k, as alreedy noted, is alse due in large
part to the substential inercrse 3n Cruestic debb. This is truc of
nost ccuntrlos, vith the axcoption of Londuraos, 31 Sclveder and
Venozuela, as ricy be sown from the figures in Teble 13 and reflects
the rocurrchtxbudgct'déficits of rwet Latin Jmoricon romublics during
the 1940782/ I | ‘

The infle ulCP“.y price riﬂﬁé in Letin (nerica during this perlod,
towﬂrds which govcrnncnt deficits wore one of the priviary contributing -
facters, particulorly in the post-wer poriod, had nrogreseively
dovmlucd the QOLcotlc public debt. This is brought out by the
CCJpFPlaOH cf thu level of nntlon debt (domestic and total), in torms
of ngt nat1onal.1anme, in n preewa year with the same level in 1948
or 19L9; for the eight countrics for which nationsl. incomc éstimatcs

arc avoilable (see Toble 15). i ‘

;/Vgndzucla is net included in Tablée 14 since it has no forcign debt
other than the smell Wxport~Impoert Bank loan referred to above.

2/ Tt should be nc ‘ted, however, that betweon 1943 and 1947 the incroase

in-denestic debt in Lrgenting,’ Hniti ~nd the Dominicen Republic wes
in lorge part duc tc the repatricotion of their foreisn debte

/Tcble 15,
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Teblc 15, - The Level of Central: Gevermment Debt, Selceted Countries
(In percentage of national income)

Countries 1938 1939 1940 1948 1949
Argeﬁt}g@

Total 65 59

Domestic 50 59

Total ' : Bl - 51

Domestic 7 , 13
Drazil

Total 55 . 18

Domestic . . 23 . 14
Chile

Totzl 27 7

Domestic 12 5
Colombi a

Total 37 - 15

Domestic: g 10
Mexico

Total 25 10

Donestic L 9
Peru e

Total L4 21

Domestic 18 15
Uruguay

Total 80 53

Domestic L6 : L5

Sources: Based on data shown in Table 13 end in Public Debt 1914-1946
(United Netions, Department of Iconomic Affairs, 1948).
National income estimates (at factor cost) furnished by the
Naetional Income Section of the United Nations Statistical
Office.
/1t will be
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-It will be noted that for o1l eighh:couhtries totel central
covcrmn st debt 23 a porcont ¢e of national incomz had decreasced as
compared with that of a ore~war or an carly wer yeeor, despite the fact
that in all these countrics the pational debt had increased nominally,
ranging from about 46 per cent for Brozil to more than three oand a
half -times for Avgentina, over the comparable periods, The vercentages
relating to internal debt show decreases for four of thesc countrics
and relstively small incrcascs for the romeining four, thus indicating
that the inercase of domcstie debt in absolute ter:s had not kept pace
with the risc in money incomce

The figurcs in Table 15 moy be token as rough indicators of the
relative decline in the over=cll requircments for mouting interest
payments on the nationel debt in Lotin faerica os comwarad with the
pro-wer period. This tr.nd is, in 211 probabilitics, true for most of
the other: countrics not shown in tho Tehbl.. Tt has not boen nossible
to cstimnte this decline in gbsolute texrms or in teris of budgetory
expenditure byC nse of tho lack of sufficicntly comprshonsive and
deteiled inforrrtion on netional debt service for most of the Latin
Imerican countrics, The centrel budget accounts generally include
only pert of thu debt service which is often shown in o lump sum, no

distinction being made botween intorest and cmortizotion meymontss

Absornticn of Intornnl Hebt

Thc'rétios showm in Teble 15, rerticularly thosc for 19492, apnoaf

low as comparcd with thosc of industriclly develowned countrics N
the United States ond the United Hin dom) where the nationcl debt is

corly os hich or is in cicess of tho neotional income. This comparison
is mislcadihg, horever, as the conditions of tha cnhnitel market arc
entircly difforent in the two types of countrics. In the highly
industrizlized countrics the public debt is widely held by institutional
investors, individurls, mnd commcreinl banks, wh.*has in Latin ‘merico
reivote dnvestors rbsorb only limited crmounts of public dobt.
Comﬁféﬁénsivc stﬂtistics on thc‘owhcrship distribution of tho mublic
debt are not published in Letin fmerica.  The rother inconnleta date
shown in Teble 16 for five countrics, however, mey be sufficicent to

give o cross-suetionnl vicw of the ewnership distribution of inturnal

/oublic dobt
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public debt for most of the countrics under review. ,

The deta for Guatemala, Mexico and Peru, where the Central Bank
and other officisl crodit institutions arc by far the predominant
holders of public debt, are verheps more represcentative of the entire.
region than those for Brazil ond Argentinc. In Colombiz, for exomple,
public or saii=-public institutions absorbud zbout 80 wer cent of the
toteol increasc in public debt between 1941 and l9h8;=, In Par-cguay
81l.6 per cent of the domesti% notional debt was held by the Banco del
Poragury at the end cfhl9h9g!

The date for Brozil in Teble 15 do not give an accurcte picture of
the condition of the intcrnnl government bond morket, This is true
particularly in the poste-war porlod during which the Brazilian
Government has relicd pr1n01ngllj on short-to 2 borrowing to finence
its budget deficits (soc Toble 13). Although the long~term debt of
the Federal Government had more than doubled betwoen 1939 and 1949,
lorgely through wer~time issues, it remained relotively small & the exd of
letter yeor (16,428 million cruzciros) and hed registered a negligible
incrcasc sincc 1946. The sizable holdings of government long~term
issues by the Social Security Institutes, cmounting to approxdimatoly
20 per cent of the tetal st the ond of 1947, consisted almost cntirely
of bonds turned over to the Institutes by the Government in port payment
of its contribution to the various socicl sccurity scrvices.;‘ The
principal sourcc of short-~term borrowing in 3rezil has boen the Banco
do Brasil., Sincec 1946 the sccond major sourcce hns beocen the forced
sale of Treesury bills which cxnorters arc obliged to zccept to the
cextent of twenty per cont of the velue of their exports, This measure
when first introducced in 1946 wes inteonded to have cnti-inflotionary
cffeets by atsorbing port of the increasc in the money sunply resulting
from the exnort surplus. The Trezsury bills arc traonafersble, however,
ond have been sold to benks nand other institutions cind to individunls
in the monoy morketse The 20 ner cent requirement has rlaced an undue

burden on exporters to soft currency arecs porticularly during the

i
T

International Donk for Reconstruction and Development, The Bosis of
s Development Progrem for Colembia, (Washington, D.C., 1950), ne
L54,

2/ Banco del. Poregue v, Boletin dstedistico, No. 2, Dec. 1949, pe 2.

3/ Report of the Joint Brazil-Unit~d States Technicel Commission (Rio
de Janeiro, February 7, l9h9) Do 145. '

/Teble 17.
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Toble 17, Net Absorption of Govermment Debt in Argentins, 1946-1949
(In Millions of Pesos)
‘Total
1946 1947 ‘l9h8 . 1949 1946-1949
Secinl Secug}ty

Institutcs 521 1,099 - 1,7 2,249 | 5,583
Other Cfficial ‘ ' -

Institutions 291 148 218 290 1,547
Commercinl BanksE/ L75 574 367 204 1,850
General Public -161 =639 - =517 =Wy - -1,831

Total - 1,126 ~° 1,182 1,712 2,929 6,949
Of which: | | |
Notional Goverrmment . '

debt 1,098 734 1,497 2,626 5,953

Provincinl ond ' ’ -

Municipal debt 30 LLE 216 - . 302 . - 996

Source: Banco Central de 1o Rendblicoe Argenting, IMemoria Anucl, 1946
to 1949, S : ' '

g/ 1947-1949:  excluding bonds tendered by the Covernment in pert
payment of its contribution to thé social sceurity scrvices.

Q/ 1947-1949: including the Instituto kidxto de Inversiones ltobilierins,
o sani~public credit institution charged, cmong other things, with
the steobllization of the market for govermment ond privete :
sccurities through "open morket" operctionse

———— e ——

period of dollor scarcity, botween the middle of 1947 end the end of
1949. Vherans the-exporters'to-hard currancy arous,.with‘dollar -
exchange to sell, were able to disﬁds: of thelr Tressury bills with

the banks ot per, cxnorters to soft—cufruncy srens vere obliged to toke
discounts enabliing the brnles to reclizo viclds of as much as 12 pef
cent o year../ | |

;/ " United Stotes Department of Comerece, Intcrnetionsl Refercnce
Service, seenoric Heview of Brezil, 194%, Vel, VII, No. 53, -
July 1950, vp. 1I=2;. Deport of the Joint Brezil-United States ,
Tecrnical Commission (Dio de Janeive, Februrry 7, 1949), p.145.

. L . ' t. . . .
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In Argentins the Socisl Security Institutes hove been by far the
predominant source of government borrowing during the post-war period
as may be notcd from the datz in Teble 17. During the fourw-yser
period, 1946-1949, the Institutes have obsorbed 5,583 million pesos
out of a net issue of 6,949 millions of central énd local government
obligations, Jctually their purchases were confined entirely to long-
term Naticnal Govermment bonds, and 2sccounted for neerly 94 per cent
of the net increose iﬁ the internal central govérnment debt during this
period (5,953 million pesos). This percentege would be sonewhat higher
if govermment contributions to thc socisl security schemes in the form
of bonds, raﬂher then cash, were taken into account.

| The other major sources of goverrment borrowing were the autonomous-
govermment institutions (including the Centrel Bank) ond the commercial
banks. There has been, on the other hond, a substrntial disinvestment
in govermment securities on the pért of the general public amounting to
1,831 million peses over the four-year period,

fis a result of these developments the Socicl Security Institutes
have become the principal holder of the Central Govermment long-fterm
debt, ~ccounting for about 51 per cent of the total at the end of 1949,
At the end of 1948 only 27.3 per cent of the notional long-term debt
was held by privéte investors (private bonks, insurence coampenies,
individuals, etc.), as compared with 41.4 per cent by the Seceial
Security Institutes, 16.0 per cent by the Central Brnk and the remeining
15.3 per cent largely by other Government bonks {see Table 158).

The basic werkness of the Government bond mrrket in Latin America
is due primarily to the generclly low level of savings and the |
consequent scarcity of investment copital. Dufing the post-wor period
of business cxpansidn, this condition hes been further werkened by the
heavy demonds of mrivoate buéiness for ¢redit ond capitol, resulting in
high intercst rrtes ogainst which most Ldtin American governments have
been unnble to compete. An 2dditional recson for the weskness of the
governmment, bond merket hins becn the traditionel prefercnce of the
Latin fmericon public for investing in real cstote, e tendency which
hrs been accentuated in the recent post by the continucus risc in the
genercl price level since the pre-wer period. This repid price rise
has devalorized the internal debt in mpst.Latin ﬂmerican countries,

thus causing bondhclders to suffer a loss of real income and capital.

/Exnort~ImDort
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Export—Inpert Bank and International Bonk Loans

The leading operations in Latin America of these two institutiens up
to 30 June 1950 are swmarised in Table 18,

Totai credits guthorised by the Export-Import Bank, net of
cancellations and expirations, amounted to § 849,1 million since 1934.
More than half of this total {i,e. % 428.6 million) has been granted in
the post-war period between the middle of 1945 and June 1950, This was
made possible by the Expor-Import Bank Act of 1945 which provided‘for an
increase in the limit for outstending loans and loan guarantees from
$ 70040 million to § 3.5 billion, Of the total § 849.1 million authorised
$ 610.5 million had actually been disburséd by the Bank up to June 1950,
of which % 257,3 million had bezen repaid. Net lending by the Export-Import
Bank to Latin America thercfore amounted to $ 353,2 million up to the .
middle of 1950, The principsl nct boriowers accounting for more than 72
per cent of this total, are Brozil (% 100, 5 million), Mexico (&% 77.9 million)
and Chile (% 76.4 million). B | |

Most of the [Fxport-Import Bank loans to Latin Ameriéa have boen for
specific industrial and agricuiturai doveleopment projects and have been
ticd to oxports of materials, equipment or scervices of United States suppliers.
The major exception has been a § 125 million credit to a group of
Argentine banks grantcd in May 1950, This credit is guaranteed by the
Central Bank of Argentina and bears interest of 3.5 per cent per annum,

It is.designcd to finance the repayﬁent of Argentine commercial debts to
Uni‘ted-States‘exportorso _ 7

In contrast with the public loecns floated on the private foreign
markets before the depression of the early thirties, ExportQImport Bani
credits boar relatively low interest rotes. Credits to Latin American
countries have been granted for the most pard, to zutonomous government
institutions with guarantees by their rospoctive central governments,
Intefest rates range between 3,5 and 4.5 per cent with 4 por cent as‘the
predominant rate, | . - | ‘

The Export-Import Brrk is wery likely to continue to ploy en
important role in develoﬁment l@nding.to Latin Amefica even if primary
reliancé on this typé of landing should be placed in the future upoﬁ the

International Bank, According'to & recent United States Government Report

/Toble 18,
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Table 18, EgportQImpori'Bahkiandnlntegggtional”Bank Loans
to Latin Amerdca - June 1950.
(In Millions of Dollars)

Export-Import Bank ) International Bank
- S
O R B g 2 -
Country S & | & E 28, § L 5
53 £ 5 PR BB g s i 'g 5
S0 o0 o gy 8 s d o r:rn'c_é 0
58 g4 |Boalise SE | 8808 8.
-5 ~5 0 A O, O 05% — O L @ «5 =
Argentina 125.6 0.6 0.4 0.2 - - -
Bolivia 37.0 20,8 2.4 18.5 - , - -
Brazil 183.1 167.4 67.9 [100.5 90.0 Q/ 75.0 36.8
Chile . 133.1 1l2.8 36.4 764 16,0 16.0 5.5
Colombia C 65,0 4L7.0 24,8 22.2 5.0 5.0 2,8
Costa Rica 7.3 7.3 0.7 + 6.5 - - -
Cuba 56.2 56,2 45.9 10.2 - - -
Dominican Repub11c 3.3 3.3 3.1 0.2 - - -
Ecuador 27.8  13.8 2.7 11.1 - - -
Haiti 1..7 10.7 6,2 Loy - - -
Honduras 1.0 1.0 1.0. - - - -

I Mexico 148.0 129.2 51.3 . 77.9 60,1 50.1 g/ 12.7
Nicaragua L7 L7 3.4 1.2 - - -
Panama L5 4.0 2.5 5 - - -
Paraguay 6.2 6,2 2.5 | 3.7 - - -
Peru 0.4 0.4 0.2 0.3 - -~
El Salvadoer 1.5 1.5 0.6 0.9 1l2.5¢/ - -
Uruguay 4.5  14.5 0.9 13.7 - - -
Venezuela 15.5 8.0 Loy 3.6 - - -
Total g/ _ 8,9.1 610.5 257.3 353u2 183.6 i46.1 57.8

Source: Export-Import Bank of Washington, 4vnth Semi-animval Report to
Congress, Jan-June 1950; Interaatlondl Bani¢ for fieconstruction
and Development Fifth Annual Report 1949-1950.

m/ Cancelliations and explratlons have been excluded,

b/ Includes a loan of % 15 millions granted on 26 May 1950, but not yeb
effective as of 30 June 1950,

E/ Reduction of § 10 million resulted from the refunding of a short-term
loan of the same amount granted by the Bank on 16 Jan 1949, out of
partial proceeds of a subsequent long-teérm loan of 4 26 million
granted on 28 April 1950.

d/ Loan granted on December 14, 1949, but not yeb effectlve as of 30
June 1950,

"¢/ Details may not add up to-totals shown due to rounding.
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the scope for snruel nct Lgndlng by tho Export-lmport Bank in thb near
Efuturc 1angbs buotween 200 and- 400 mlllﬂon dollars a yearo—/ On the basis
fof the past record this would mean net_lendlng to Latin Ameriea by this
‘institution at an anmual rate of between 55 millioﬁ ﬁo 120 million
j dollars, The Report also rccbmmendcd that the Export-I&port Bank's lending
' nuthorlty be expanded by about 1, 5 blll‘on aollars, from the present 3.5
. to 5 billion dollars, This would enzble the Bank to have sufficicnt funds
' available to finance cconomic developmont-progrmmnes fromed -on a Long~bérn
Basis. -: |
| The‘lunding a@tivities of the International Bank have been limited in
the first fuw years of its Op@rations. During 19&7 the Bank!s loans went
to Western furcpean countrlos and were in 1ﬂrgu part deOtud to the gbneral
purpose of post-war reconstructlon, Nith the 1ntroductlon of the Europcan
Recovery‘Program the Bank'shifted its eaphasis to development loans in
sundcrduvnloped arcas, | _

The first International Bank loans to Ld in America were granted to
Chile in Marsh 1948, Botween this dete. and June 1350 the Bank had granted
loans totalling § 183.6 million to five countries: Brazil, Chile, Colomh1a3
Mexico and El Salvador (Sb& Table &), The mrJor r501p1unts have been
Brazil (b 50,0 million) and Mexico (% 60,1).” The latter figure 1nclude$ a
short-term loan of $ 10 million which was refunded out of ﬁhé partial f
proceeds of a long-term loan of $‘26 mili cn grantvd by the Benk in April
1950, o | .

Practically_gll of ﬁhe.Iﬁterhationai Bahk‘loéns to Latin America have
been granted to finance the‘fofeign-exéhénge_requirements of clectrie power
development projdcts.. The excéptipns ;reftwo'ralatiﬁely small loans to
Chile (§ 2.5 million) and Colambia (% 5 million) destined to finance the
pmvmmbofagumdMWd_mmmmmyc ' '

logna h“Vu been 5r1nted to uuntonomous governmgnt institutions and
- to private corporatlons with govbrnmunt guurantebs.-
Interest on the Bank loans (including commission) ranges between 3,5

ard 4,5 por cent with latter rote as the predominant one,

1/ Report to the President on Foreign Economic Policics (Washington,
D.C., November 10, 1950), pp. 63-66.

/During the latter
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During the latter half of 1950 the Bank has granted 2 $§ 33 million
loan to Uruguay for the expansion of electric power and telephone
facilities, two loans to Colembiz for similar purposes, totalling % 6,1
million,  and a § 10 million to a consortium of Mexican banks and "Nacional
Financiera,” the official financing agency of the Mexican Government.

The last mentioned loan is in the form of a line of credit under
which the consortium will obtain funds for financing the cost of imports
required for specific development projects submitted by Mexican firms and
approved by both the consortium and the Bank, This new type of loan is
primarily intended to meect the needs of smaller private enterprises, whose
investment programmey although individually on a rather modest scale, would
as a whole make a significant contribution to the econcmic developmeat of

the country,






