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1, . THE NATURE OF FOREIGN INVESTMENTS IN ARGENTINA

A, Exte_gr;:e;t,:m_‘_;bllic'. debt o S .

The first foreign loan to Argen?&iﬁéf"‘wég fl'eated i-n,Londq}l in 1824, but
substancial borrowing abroad did not begin until the 18701s, Until tﬁe_ |
outbreak of the first world war most'df;%heroreign:heffGWing‘ﬁy.the_?éde?elifh  ., 
Government, the states and the munieipaiities'wes'earried out in Lon&en,.betf
some issues were floated in‘continental Europe, anqxsteplingApoedee;eeued in
London were purchased by'Euféﬁeaﬁ infesters;l The.eeﬁﬁﬁelvvalﬁeief Argentine
government bonds {including staﬁés5End‘mﬁﬁicipalif%és)*@ﬁeted on the London .-
Stock Exchanbe reached 575 million in 1890 and £82 mllllon in 1913;
subsequently it decllned to 163 millioh 1n 1929.1/ The last important flotatlon
of bonds 1njthe London”markep eceu;red in 1933 when short-@erpAaepﬁs.werelj‘
converted inte twenby-year bonds yith;a'npm;nei.velpe‘of $13,5 méliiqn,,:_ ,

The fi;st igsue of dollar bohdé‘bcbu}eee'ih'lébg,iena ﬁie ﬁeminai'emauet
of such bonds outstandlng Tose from 25 m11110n in 1914 to $290 m11110n 1n 1929.:

A substantial portion of these bonds was purchased by Britlah and otner 1nvestors

_MNEEE?ide the Unlted States. Dollar-bonds issued by the federal, etate and local

'governments durlng the perlod 1923~1929 amounted to $519 mllllon.zl About $250

milllon of these issued, houever, were for the purpose of refunding the floatlng
Shortmterm debt {which amounted to $95 m11110n in 1923) as weil as-some
outstanding longuterm obllﬂatlons. ‘ | |

I/ "See M, E. Greffier, Ls fccidn del Canltal Extran]ero en el Desarrolio

Economico de la America Latina (Buenos Aires: 1945), page 88, The
figures include both sterling bonds and gold peso bonds,

E/ See United States Department of Commerce; Handbook of Underwriting of
Foreign Securities (Washington: 1930).

__/Tab;e .
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Pable 1. Purnoeee of External Bond Iqques of the Federal Government
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-A summary of the purposes of the loans raised abroad by the Federal
Government up to 1938, the date of 1ts last forelgn bond flotatlon. is given
in Table 1. Tt w1ll be observed that a large port1on of the issues represented
canversion and refundlng operatlons. a number of which were carried out in

perlods of flnan01al strrngency as an alternat1ve to default and. 1nvolved some

reductlon 1n nominal 1ntereet rates;? Some defaults occurred durlng the few years

precedlngrthe financial cricis of 1890 The arrears vere subsequently funded,

h0wever. Some of the refundlng operatlons, neVbrtheless, reoreeented a conversion

T

of floatlng short-term debt into funded debt afid a few 1oane served: to repay

Ty ey
1Y L

outstandlng domestic debt. Tﬁe loant dévoted to publlc uorks proaects were used
mainly for the construction of railways; port facilitres, road constructlon; -
: sanltet1on works end other publlc feC111ties. Some of the secur1t1es 1ssued by‘
the provincial governments and mun1c1pa11t1es were used for flnanclng the

construction of rallways, schools, roads, brldges,.and cold—storage plants, A

portzon of ‘tHe loans ralsed for the.nomznal purpose of flnanolng budgetary deficits
was also used to pay‘formpublicwworks-of varlous types; e | R
During 1935-1937 @ substantial reductlon in the Federal Government's

external dollar debt was effected by & serles of redemptlon end gonversion "o e

i0.
A

operatlons. but much of the debt.redeemed wae restored by a nevw dollar loan -

AN ,_4_. .
Ve

floated in 1938. '{TH; et é“ff

TR

In 1942 the Arg entine Government embarked on a pollcy of lar euscale debt

wr

S oete

retirement with 8 vlew to the compleﬁe eiiminatlen~of'its external debt, employ1ng
for this purpose dollar and sterling balances accumulated during the war. The
effect of this policy up to the end of 1946 is showo in Table 2,. The outstanding
dollar bonds of the federal government, the provineial governoents and the

/municipalities,
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municipa;ibdes; amountdng to $184 million at the end of 1945,'}~.rerev.ret__i._red|in_e
1946 and:iQQ?p;}gha;swipsgfranc bonils were completely redeemed in 1946, 411
eterling bonde;haueqbeen~retiredfexceptituoieﬁaildissuee with a nominal value
of. L5.? million at the end”of 1949; which-eennob be lieuidated until 1953iand o
1972 respectlvely undér . the terms of the original loan contracts. Subetantial
repurchases of dollar and sterling bonds had been made durlng the 1930's by
Argentine banks.and other'Argentlne 1ntereets,'so that the amount actually held °
abrood was: 1ees than the-: notiinal ‘amount outstandlng. l/ - .
In 1914 the external- debt of the federal government amounted to 51 per cent

of the total government debi. Increa81ng rellance on domestlc borrowing after

the first world war is 1ndicated by the faot that this proportion declineéd to

38 per cent - in 19?8 and 23 per oent in 1938. Debt sérvice absorbed about ‘9 per d

cent of the Government's budget in. 1928 ‘and 8 per cent in 1937. The aervice of

the external debt .of .the federal, provin01al and munlclpal governments amounted DTS

%o about 8 per. cent of :the value of’ exports 1n 1929 (year end1ng 30 September)

and rose to 13 per.cent in 1931 and 15 per cent in 1933.' FolloW1ng the recovery .

of world trade 1t agaln decllned to 9 per cent, ef exports in 1939-,' ;i}dﬁf

Deep'te the eevere reductlon in the value of exports whlch occurred after l:. _

1929 as tre reeult of the-world depre331on, the Federal Government fully
maintained the eerv1ce on 1te external debt 1n contrast with the governments of
many other deb or countrles._ Most external bonds of the prov1nces and

el oinnl 1t1ee, however, went into default in 1932 and 1933 in respect of both

_‘I; According to estimates published by the United States Department of Commerce,

the amount of dollar bonds held in the United States was about 35 per cent
of the nominal amount of such bonds at the end of 1945, A substantial part
of the remainder, however, was held by British and other foreign investors.

/interest and

=



E/CN.12/166/4dd .1
Page 6

X 1qtex§§§;andfaﬁortization. The responsibility for the service of many of these

B R

obligatioﬁe was assumed by the federal government in the late.1930's.. This
followed an adgustment 1nvolv1ng a reductlon 1n the nomlnal amount of certaln
1esues from $95 to $81 mllllon ‘and. - a reduotlon in. 1nterest rates from an average

of about 6 to about @ per. cont.‘*Subsequently the °erv1ce on all, prov1n01al

issues was fully mmt.

Goncurrently w1th the llquadatlon of the external publlc debt Argentlna
briefly- agsumed the role of a credltor natlon after the last war, largely ag -

the result of' balanco of paymenus dlfflculties encaunfered by certaln of her PR

PR

trading paréners, (It may be observed :that a- 51m11ar development oocurred during .

2

and after the first world war.) Short and - medlum-term ored1ts were extended

under :thes prov1«1ons of bllateral payments agreements w1th several European and

_..‘( .

Latin Americdn countrles, 1nc]ud1ng Spaln, €hile; Bollv1a, France, Belglum,rltaly

and Gzechoelovakia, The theoretlcal maxlmum of - $uch credlts establlshed Aduring -

the period: 1946—1948 was the equlvalent of close %o $1, 450 mllllon (oalculated“

at the offlozag buylng rate) but the amount aotually utzllzed appears to have BT

been in the nelghhourhood of - $500 mllllon.-/ Of the credite authorized, only
those to Spaln, Bollv1a, and Chile appear %o have been of a long~term’ Hature,

The loan agreement u1th Chlle falled to be ratlfled however, and only a

short—term -advance of” ?6 mllllon pesos ($22 million) was made to that country.xc a0

A long~term loan of ?OO mllllon pesoe to Bolzv1a authorlzed in 194? appears not -

to have been utilized. Credlts cranted %o, Spaln durlng and after the war, AR A

27 This estlmate is based on data’ appearlng in the Annual Report ~of ‘the Gentral

Bank of.Argentina for the years 1947 and 1948. 'In the present report all
conversions of pesos into dollars, unless otherwise stated, are made at the
current official buying rate of 3 ,36. pesos. per- doliar. It may be observed
that this results in.a. substantidlly larser dollar equivalent than if )
conversionwere made at an average of the varlous buylnD and . selllng rates :
actually in effect, which vary from 3. 36 .to 9402 pesos per»dollar, followmng
the revaluatxon of the peso A October 19k9°-A : . :

S

/pr1n01pally for
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T
princip;l;mﬁﬁg;wthngUﬂﬂhaﬁe;mfemﬁeaﬂ;fréémﬁﬁdz?@?“milf§6ﬂ7bé96ériﬁfﬁhé'éﬁdmbf'
| / ‘ < g eeal Lo o i o .
‘h194?.¥1, Of this..emount 400 'million wae Tunded in 1946. In April 1948 Argentina

negotizted, an pgresment: with Spainwprovﬁafﬁﬁ'fbf“a*ﬁbtalzcﬁedit {including the

‘,h”amounx funded) of-1;750 millien nesol i “he' made available in amounts up to'

‘ﬁ_jjo.millipnfpesos apnually vntil 195L "Hepaymeht is tb‘bé méde, 96 féf‘as -
possible, by Spainls exports to Argentina, and sums uncovered bjwéﬁchaéiﬁﬁ;ﬁsﬁj
,aggxtg‘be placed in.a peseta account to'Angﬁtiﬁaié crédit;'wﬁiéﬁ ﬁéyiﬂé:&;éﬁgﬁ
upon for in stmenfs of various types in Spain. Any baléncé'6ﬁ€§tandi£gféf£é;f_
1956 is to be refunded by a long-term loana, | -

- :Concurrently, with:the granbing of these cfedits;*hf%ehtiné’expefieﬁééd a’
défic%? inﬂiﬁgnguyrgnt account‘withrfhe-United Statés“ﬁhiéh, in view 6f fhé e
retiraneng.of the dollar debt and‘the'naiiOnalizatidn*Bf“Un{%é&:éfafésﬁéwﬁédiu7
utilitles, regulted in the accumlation 81 a “large volume’ of commerclal‘arrearst‘
This commercial debt in dollars ig estimated to have ‘reached sbout $250 miiiioﬂ;
in early 1949,.and is currently reported to be:aboﬁt*$150“milfibh,'ofkﬁﬁiéhr$100
mi%liqg;fgpgﬁﬁggts erresrs on account of cdmmddi%? fmports ‘and éﬁg%hgéi$50 ﬁiiiion
afreafs,arisiné froﬁ. transfers Gue on account of foreizn investients and
. var%oﬁgiseTVibes,fS@ch,asrair tranSPOft..:In*ﬁuéﬁEfJ194§ﬁthé'Gééeﬁiﬁ;n% éflﬁ:
Argentiva agreed to allocate 30 pex cohEde*cﬁfréﬁg:reéeipféiéféééiiér‘eiéﬁégéé?
to thoe payments of these arrears,gfﬂ‘OniMdy’i7;?1950'iﬁ was énﬁounced'tﬁaﬁ.thé'
Eifrnggg}=be'SBSérvédw¥héfwéccdvélﬁb‘té fhéﬁgdéd-and Agrlculturé Organization,

Commodity Series No. 10, Grain Bulletin (Washington, January 1949), page 87,

the export price in Argentina of one metric ton of wheat during October-

Decembor 19948 was the equlvalent of $178 as against the United States export
price of $91 during the same period,

2/ See United Stétéé*DEﬁérfment of Stats, Press Release No, 439, 1 May 1950.

[Umited States
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ﬁﬁlféﬁ:éééié;iﬁggortdImport Bank had agreed to extend 2 loan of $125 million to

- a consortlum of Argentine banks, suﬂject to the unconditional guarantee of the—,
Bank:pfwArgéntina. The Toan is to be used to pay Unlted States exporters amounts
in arrears. - It is to be repa1d in twenty seml-annual installments beg1nn1ng in
June 1954 and ‘will bear: interest at’ the rate of 3 5 per cent annually. Thls oredit
represents the first instance of the extens1on of substantlal flnanclal a551stance
to Argentina by-a-foreign‘govbrnmént.' Loans of $50 mllllon and $60 m1llion were,,
suthorized in 1940 by the United States Export—Import Bank and the Stablllzat;on
Fund of.the Bh:ted‘StateS“Treasury bt were not drawn upon.

B, Direct investménts

According to an estimate by the Céniral.ﬁank of Argentlna, foreign gépltal
invested.in-theraountry}’exdlusiiéﬁofnfhé exlernal.p&hlié dgbt!.gqounted in
1941 tb 7,304 . million pesos ($2, ij&ﬁilliéﬁ at %hé offiéial buying rate in that
year), The dlstributlon ‘of these 1nvestments by 1ndustry and by the country of
origin. isg. shovn ‘together with the extvrnal publzc debt in Table 3

British investments {mainly railways)zcopstituteé more than €0 per cent
of thegtota&,fand‘Unitéd'Stateé-investmehts aﬁout;lﬁhpéi cent. &8 noted in the ..: -
footnotes to Table 3 it is believed that the amoﬁntrattributed to Belgiun by
the Central Bank -represents shares in the Argentxne Electrlc Company (ggmpggig
Argentins delElectriCIdad) ' This is & successor to a Spanlsh concern formerly
controlled by a holding company (Soflna) 1ncorporated in Belgium., The
company‘s preSent ownership is dlstribuﬁed among several nationalitles,‘ 1uding
important Spanlsh and Unlted Statas holdings.l/

In part1cular, the 1nvestments of: German r931den£s apﬁear to have been,

considerable. ; The estimate in Table 3 does not::nclude the large 1nvestments

1] See Gegrge wythe, Industrz,1n Latin Amepica (wa York 1?49) a%e 96
owne
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67

re 10
Table 3. Foreisn Capital Invested in the Argentlne af
(in millions of pesos)
| AR . United b/

oup ‘ " British Siates French Belglan German Othe Total
ilways ' 3,323 - 400 - - - ' 3 723.“
rt. installations,..iv .~ 307 .. - v L6 - - =
amrays o242 31 - - - 40 7
lephone, radio = % e . 338 e - o= 320 370
ectric power, gas, / ' _
water works, sanitation 119 2197 0 oemT 959E - - © 1,255
cking houses _ - _ W
(fricorificos) pe L 150 46 - — - - T 296
her "industry"~ 292 - 258 7 8 7 16 588
riculture and .- .. - . S S s : T
livestock 62 - 1 b - -
mmerce , 210 . 73 . 3 -3 10 15" 314
al estate 68 - 1 30 - = 99
nking. -, . ..33 0 .- 8. 2Ll . 5 18 - s0° 135
surance ' 38 1 2 - 1 1 43
scellaneous - - . o3 2 T . L= N . T

Sub-total k,570 1,504 481 1,009 = 36 15k . 7,304
blic debt 872 717 - = = 163 1,752

Total v o o 5,8M2r0 237PL 5 BBL. - 1,009 ¢ 367 31p

Source' Data prepared by Banco Central for congressional commlttee
- investigating anti-Argentine activities, and published in Gémara

de Diputados, Comisidn Investisadora, Informe No, 2,

95056

(5 September

. 1941).. This table is reproduced’ in ‘United Nations, Balances of

ayments, 932—1245 (Geneva, 1948) page 2@

[

Includes Dutch, SWlSS, Itallan, SpaHISh. Uruguayan, Paraguayan and Bra21l1an -

\‘1nVe$tments.-

This.figure. represent° mainly - the “eapital’ of the Argentine Elecéfic:ﬂdmpaﬁy," A

a successor to a company formerly controlled by a Belglan holdlng company

(Sofina). .:A large.part of the shares ‘of the

and Unlted States 1nterests.

Presumably manufacturzng.

[ —_-
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owned by residents of foreign origin in_Argentina. One estimate, including such

investments, places German holdings at the equivalent of $540 million in l940.l[

Anether indication of the extent of German holdlngs (agaln including assets of

some resident Germans) is the fact that the Argentine . Governmant ‘seized assets{

of German and Japanese enterprises ambunting to more than 550 million pesos

($134 m1llion) ‘at- the end, of 1945, _/ o

French investments, wnlch were almostlentlfely in rallways in 1941, were

“fceﬁslderably larger:beforethe flrst-world-war,_gg@txncluded important holdings
1n port f&czlltles, real estate and banking. [ﬂ;,;'

The recent acqulsltlon by the Argent1ne GoVerﬂment of the Brltzsh anﬁ :;é
French—owned ralluays and the repatrlatlon ‘of some. of the forelgn lnvestments
Jiln public utillt1es hae greatly reduced the volumeugf dlrect 1nvestments 1n .

-Argentina and at the same time increased the relatlve 1mnortance of Unlted States

investments. InsDecember 1946 three Frenchrowned rallways totallng 2500 mlles in

:revgil

length were acqulred fcr 5,500 mllllon French francs ($46 nmillion at, the
', \.‘ 1

‘5 rate of exchange) In March l9b8 the Brltlsh—owned railways, representlng’o:er

S 15 000 miles of track ue@e acqulred for 5150 mill1on. Payment was made_by'the

traﬂSfer of 84O mllllon of Argentlna ‘g sterling balances and a commitment ¥o-1

._‘ €

Shlp to the Unlted K1ngdom durlng 1948 products valued at 8110 mllliOn.: In March

194?, the Argentlne sub31d1arv of the Unlted Staxes-owned Internatlonal Telephone

'--\1

and- Telegraph Gompany'mas purchased by the'government for &95 m1111on.

Investmente by nonrre31dent German natlonals have probably been -almost entirely

l; J. ¥. Rippy, "German Investments in Latin ﬂmerica“,.The 5aurhal-ongusinese
¢“.°f the Unlvers1tv of Chlcqg_, (Aprll 1948).-

Ixa

?f iSee Unlted*ﬂations, Belances of Payments 1939—1945 (Geneva, 1948) page 25-

oo /Table 30
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eliminateﬁ. A more detalled account of the Brltlsh and Unlted States 1nyestments

- R S R T R SRR
R RS TR A Vb VPRI SR T

follows.,’

Foar iy o3

Britidh imvestments

Nob%%ficﬁai‘Britﬁsnfeetinate'of British investments in Argentina is.
avallable, but the nomlnai value of eecurltles 1n Argentlne enterprlses traded

on. the London Stock Exchanbe reached a max1mum of 538? mllllon in 1933.1/

[ SR In-,-

Railvays accounted for three~fourths of thlS amount the_ga@ehproportlon;aslin

the estimate by the Argentlne Central Bank, British investments in Argentine P

railways occurred lar ely in the latter pert of the nlneteenth century, by 1913

: .-;.

"~ the nomlnal value of the total 1nvestment in ralluays had reached 5215 millian.,.

lﬁlth the 11qu1dat10n of the Br1t1sh ra1lway lnvestments the value of 1nvestments~w

R R
- vl

: R
e

-quoted on ths London Exchange dropped to 563 8 mllllon, about the seme.as the | r... .

“value of non~ra11way 1nvestments in 1913. rhe value of non-ralluay 1nvestments

rey

reached ulll m11110n in 1929. but Subsequently decllned.gradually to its present

level, Some of this decline represente tranefers to Unlted Statee and other

- foreign ownershlp rather than repatrlatlon.

United States investments

Unlted Statee direct 1nvestments in. Argentlna, whlch were very small before
the first world war, undervent a great expan51on in the perlod 1920—1930
particularly in ‘the sécond half of the' decade. By 1929 the book value of such

investments had réacted $332 nillion (see Table 4). Unllke Brltlsh 1nvestments,
Vi 2 ! '-r o '-'“"\ s R ERCEE LR RN
1/ This flgure is an estimate publlshed by- the South American Journal (London)
and 1ncludes an unspeclfied amount of. partfolle investments and’ also L
securitids Held by -‘non=British" ‘Aationals. On the other hend, 4% excludes
direct investments not represented by securities quoted on the London
Exchanges.. The figure given by the South American Journal for 1941 is about

St
N

25 per cent larger in the Central Bank's estimate, but the relative importance

of the various industirial groups is the same.
‘ - [ United- States
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Unlted States dlrect 1nvestments continued to grow slightly in the 1930's,
although at least part of thls growth was due to the involuntary reinvestment
'of earn1ngs arlslng from inability to remlt earnlngs after the introduction of

rl-exchange control in, 1931. The ‘increase of 50 per cent in the value of* 1nvestments

&>1n publlc utllltles between 1929 and 19&0 is partlcularly strlklng. This trénd

“"was reversed after 1940 a5 1nd1cated hy ‘the. decline of $40 milllon between then-

| andal9#3. The decllne has been accelerated 1n the. postﬂwar perlod following

™

the purchase of an. Amerioanﬁowned telaphone company, whlch is reflected in an =

.'“zoutflow of $91 mllllon recorded in tne perlod 19&5—194?.

.)‘. )

A net outflow of Unlted States cap1tal amountlne to $2? million occurred
Tdurlng the four years 1945—1948. " The outflow occurred chlefly in 1946 Quring’
..whlch year “the. llquldatlon of 1nvestments in the telephone system occurred, and '

Amln 1947 and 1948 a net 1nflow of $43 mllllon and $15 m11110n respectlvely wag

'i:The 1ndustrlal dlstributlon of ‘the net capltal moveme durlng the perlod 1945= i
194?.inclu$1ve was aSFfollowetll‘
(millions of dollars; minus sigzn reﬁfésénts'het=oﬁtff%w?from Arsentina)

" Manufacturing B

iy L ".-. _ Distribution - ;
- Petroleum -~ = 9

, Public utilities ~91 , .
e Miscellaneous : L5 " RERE S e
Koo Wy )  Total 2 '

|||||

fvr§1945 and 19&6 (the only years for’ wh1ch recent data are avallable) offset the

fnet outflou of $2? mllllon durlng'the year" 19@5~19@8- the value of d1rect

5fUh1ted States Department °f commETCBs Survev of Current Business, (November,
19@9), pages 22-23_‘w_: R |

/investments at
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invéstmsnts'at the end'of'1948 may thus have been about the same‘ésuin 19#3,*'It
may be added that the estimate of reinvested earnings of subsidiaries doss not
include & large amount bf’dividenQS'Of such enterprises, the transfer of which ’

was blocked by the exchange control suthorities,

Table 4 United States Direct Investments in Angentlna
(1n millions of dollars)

82,0 &2 0 79.1 . 101.0
et %3 it D e
Agriculture-- ' =/ RS L e 042
Mining and - ;melting ,_,,.,E-., . ? 5/ 12,2
‘ Petrbleum ‘ 29,8 Q/” ,g/ o ‘:jﬁgﬁ
- Publie utilities end . ~ . - _ N
transportation 147.8  ©  155.5 222,1 .- . 181.8 ,
Miscellaneous - - o 19,3 80,2 62,4 o 21,2h/'\
. Dogal 331.8 8.3 38‘?9 38LY

Source:: United Statea Department ‘of Gommerce, American Direct Investmentg lg
Foreign Countries, (Washington, 1930, 1938, 1942): United States

Treasury Department Census of AmericanF0wned Agsets in Forelgg
Countries, (Washingtoa, 194?)

5_/ Included in. "miscellaneous"

by Includes. $12,3 million for "finance"

/11, ECONOMIC.
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I, EGCHOMIC SIGNIFICANCE OF FOREIGN_TNVESTVENIS.,. .

P T

A, Industrial distribution

Railways., More forelgn capltal was 1nvested in the constructlon of railways
than in any other sector oftl‘a Argentlne”eeerlems‘r. The first 11ne was
established in 1857, and by 1907 more than 22; 000 kilometers of track had been
lald. A% the end of 1949 the length of track Was 43 0G0 kllometers,lof whlch

- )

the former Brltluh end French 1nveetments accounted for three—fourths.jffﬁe

rest of the 11nes were establ:shed by the Argentlne State Rallway Department

8 branch of the Gavernment but a. 1arge part of the governmental 11nes wére also
financed b¥ fore1gn capital through forelgn 1oans. With the repurchase of the
Britlsh and French lines in 1946 .as prev1ously noted,. the entire rallway

system has passed 1nto the hands of the Government.

Apart from thelr general economic 1mportance, the forelgn rallways piayed
a part in recrultzng immigrant labour from Europe, partlcularly toward the endl
of the nineteenth and the beglnnlng of the present centuryr They also aeelstei
in the process of colonization by settling remigrants on lands granted by the
government. The influx of immigrants in turn facilitated additional investment
of capital from-abroad; attracted by both agricultural and industrial
opportunities. -
Public utilities. A large qumber of the public utilities in Argentina were
A egtablished by fereign enterprises., Several important enterprises have now
been transferred to Argentine ownership, but until recently fOreign enterprises
were dominant in the electric powerlindustry, the telephone system and urban

transportation, "

Some of these enterprises were originally estebllshed by Argentine
/1nterests and
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interests'and acquired by fOreign investors. during the financial reorganization
following the economic collapse of 1890,
GermanrinVestments were important in the early development of tne glectric
power industry. These were 1argely taken over by a Spenieh enterprise during
the first world wer that was the predecessor of the Compafifa Argentlna de
Electricidad (C A.D.E.) which now accounts for about 60 per cent of the output
of electrlc&l energy. The ownership of thls enterprise is diSpersed among
investors in several countries including.spain, Belgium and the United States,:
A 1afg;1y Swiss—owned enterprise, Compaiifa Ttalo-Argentina de Electr;cidad, |
acecounts for abou£'14 per cent Of the output, and enisidieries of the.United‘
Statee-OWned Amerloan and, Forelvn Power Company account for:iz per cent. OSeveral
of the Amerlcan and Foreign Power Oompany 8. eubsidlarles, havmb a book velue of
134 million pesos, were exproplated by the government durlng the years 1945—1948
and the questlon of compensatlon’le belng lltlgated 1n the Argentlne oourts.;/}ﬁ
Telephone serv1ce vas 1naugura$ed 1n 1882 by a Brltish enterprlse, the
major part of which was purchased in 1929 by a. eubeldlary of the Internatlonal
Telephone and Telegraph Corporatlon, a Unlted States enterprlse.: As mentioned .
above, this _concern was- purchased in 1946 by the government whlch.establlshed

the Argentlne Mlxed Telephone Company, with & v1ew to eeeurlng partlclpatlon of '

Argentlne prlvate capltal, This effort was uneucceseful. however,iand the‘:-,

“mlxed“ company was liqnldated in 1948 the Government thereby retalnlng full

E; Aooordlng to the Annual Report for 1048 of the Amerlcan and.. Foreign Power
Company (New York), the Company has offered to negotiate vith the Argentine
governument for -a .solution of the -difficulties arising from these
exproprlatlons Mhrough the sale of the properties or otherwise", It has
been announced that negotletlone to:this end are proceedlng.

| /ownership of the
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’ownershlp of the country's televhone system.

”

The flrst tramway line was establlehed 1n Buenoe Aires by Brltlsh 1nterests
in- 1863.' Soon thereafter several forelgneowned tramway companles were fermed

which' were subsaquently merged 1nto a Brltleh—controlled enterprlse. {Ehls‘~ -
(f ‘.‘:.-,",.‘--'n LR

enterprlse also operates oné of the Buenos Aires subway lines. In‘1936:the.i R

government eetabllehed g "mlxed" transportatlon company Wwith. whlch the Brltlsh
- AR SRR o
concern was merged. It has been reported that the Argentlne Government has been’

r-.' .-

negotlatlng for the purchase of the Brltieh .Shares in this enterpr1ee. .

The government has also—recently purchased & Brltlsh-owned concern engaged

-u.‘\ .
i )

in produc1ng and dletrlbutlhg gas in Buenos A;res and & Brltlsh-owned waterworke

R L e T hari

in oné of the prov1ncee? A s SRR TS L

!g . DR S . ‘-.‘ .\

Vel = <
.\j.'_

Meat—packlng. The flrst modern meat~pack1ng plant’ (frlgoriflco) was establiéhe&

ey
g > B PR Lo
-~ [ . s
Sk

in Argentlna in 1882 and ehortly thereafter foremgn capltal became a. declslve

Y -
O P ..r:\ ,.\'-.'-‘ . IS TR L
\u o O ) Y ._“’ e R

factor in this importang, 1ndustry, “the development of ‘vhith has had a profund Bt

effect on the‘Argentine eQONGIy, Two leadlng Un;ted States meat—packlng ¢ i
o SRR e U ey

concerns entered the 1ndustry'1n the early part of: the' present century. Only i

five of the flfteen maJor meat—packlnﬂ plants are preSently owned hy Argentlne s B

L . ‘ e

interests, 1nclud1ng one acquired from Brltleh concern. in’ 194?. ’ AP S RTAE

ey st

Other manufacturlng.l/‘ The expansion of 1ndustr1al productlon that occurred in  —77

IS S B

Argentlna in receht decadee has béen undertaken largely by domestlc enterprlse,z o

but foreign concerns have rlayed an 1mportant part 1n several ;ndustries,l.Apart

from meat—packlnb, foreign enterprlses have been predomlnant 1n the manufacture"

of t1res, rayon pharmaceut;cale, electrrcal-equlpment and certaln types of metal

27 Por an extensive account of foreign enterprise in Argentine manufacturing
see Georgs Wythe, Industry in Latin America (Wew York, 1949), pages 99-120

/products, and
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products, and has been impoftant in the textile; suggr,,tobacﬁﬁhﬁﬂa;paééfi,éx
inGustries, : SRR
- United States and British interests comtrol almost the entire production
- of rayon gooda, end 4% is estinated that sboub yo-fiffhs of the capital invested
in the major textile firms ie forsien-owned. . Brenches of United States companies

account for most of the large-scale output of pharmaceuticals and soap. . .,

1

.. /Sdbsidiaries of several leading German chemical concerns also were imporbant
gmpéfprejand dqrigg_theﬂla§t,m%gﬂfﬂ%,yn;te@_St@ng_eqtgrgriﬁeA%Qég@ﬁ?ﬁ;fQEfaqw,
impovtant pert of the prqdué#;onjqﬁ‘ceggnt,uquited Sﬁgtg§i§§d Eﬁgngb ggggﬁpgises

apepredoé;nantinuyhe:proiuctiggéongthmqpé;g t%?eﬁw%FQWOFH?FaEEP?§?:PFO@E%“S-
Most .o the.preduction of the duebraqhq.extr%6$;usﬁ@i@f%faﬁh?r-ﬁ?99%§%s=?sig
controlled by ﬁgiﬁiggwgnterprisgs. 4 number-of bronches of United Stutes mass-

s produetion infustries vere established: in:the,1920!s and the 1930!s, producing
automobiles, harvgsters and other ?gréﬁylﬁurEAbeqPiPments.aﬁi-b?hgr.?ﬁﬁﬁfaPPPred
€00dss,; In.rost.cases, however,. these 99?9@;¢s as§embied@?mpor?ed:P%s?%f;a?Eeﬂ

+:during the 1940's several new Unijed. Stafes enberprises vers. 'e:.s;t,alb,l‘_-,i,ﬂ?_l_lﬁs%;_.;é?;‘
the manufaéturelof,such products. as radios, pharmaceuticals, and firebrick, and
several. envahlished firm§ hénguxggﬁdod their 9??5@ti9?;;$€26§3% qfﬁﬁhagg‘

. Gnterprisas_hgye.pg;tigipatedﬁjqintly with Argentipejggpital,,parfigula;}y3}p 
the weaving of.;ayoﬁz the assembly of automodiles .and ﬁhe production of chemicals

;=xand,p&aﬁtacso,hBefo;ﬁ_the lasﬁ_war_abqut.SO.peé cent, of the new automobiles sold
ia the Gouniryﬂwgre,asgemblgq‘quayly,;maiﬁly in United States-owned branch plants.

- Impor{ restriciions in recent years, however, have resulted in the temporary

. closing dewn of these planks, . . o : . Sy
; B X P - Fowre . 4 . - . . - et

fruees oMo -guaniitative e;t;matgtdi.t@g:rgl@tigg_imporpancg,pf”fpreignwand domestic

[ente;prises at
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enterprises at present is available, but in view ofathé growth of industrial
production during the past-ééﬁerai years, it is apparent that the proportion of
such production attributable tb_foreigﬂ.enterprisés must have substantially

declined.

Bxtractive industries, Mining has been relatively little developed in Argentine,

aﬁd the investment of foreign capital in extractive industries has Beén confined
largsly to the production of:petroleum. Until ¥§lg‘the extraction of petroleum
Qas a governﬁental monopoly..?British'and United States companies enfered the
field shortly thereafter and by 1922 accounted for an investment estimated at
about 110 million pesos. The,relaﬁive proportion of productioﬁ.by thé
éovernmental agency, Yacimientos Petroliferos Fiscales (Y.P.F,), and the private
companies, which are largely foreign~owned, has varied in recent dscades,

" During the 1930's the private companies wers responsible'for the bulk of the
production, but the Y.P.F, overtook the private éompanies in the 1940's and has
accounted_in recent years for more than 70 per cent of preoduction. -

Refining, develéped mainly since the late 1920's, has ﬁeen undertaken both
by foreign companies and by the Y.P,F. In recent years five United States-owned
refineries have aqcounted for about 30 per cent of the cdﬁntry's refining
capacity, and the British~owned EOmpanies for about 20 per cent. The proportion
of foréigﬁééwned'refineries is to be substantially reduced-under e programme
igitiated in 1947, calling fgr an expansion of ﬁhe YPF's refining facilities of
50 per cent of ﬁhe country!s previous ;apacity. ‘The Y.P.F. hgs’recently employed

AUnitgd States enterprisqs for some drilling operations as ﬁell as for the ergction
of refineries.

In an effort to stimulate the production of lead, éinc_and other nonferrous

/metals the
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£ has recently established so-called "mized" companies
sovernmental andlprivate'eépitei, but foréign enterprises
il to an appreciable extent in® th1s development._ A number~6fﬁﬂ

=

-3

been esteblished- by enterprlses sponsored by the milltary']”

=glslet10n adopted 1n 19&1

=

in Argentina‘s finan
-1mportant among the

establishing the cowm
¢1946 eleven of the t
two Germanﬁowned ban

At the end. of 1946 t

16 per cent ef uhe a

at the beglnnlng of
domestic bank in th
of both domeetic and|.
| of the Centrei Bark
independence of oper
fic new forelgn banks
permitted to contlnu
It is reported t]
in 1947 vere fore;gn
companies in that je

almost all_life:rein

I? See Institute of

Situation in Ara

Branohes of foreign banks heve played an. import&nt part S
cial. system. Italian aed Brrtl»h;banks were partlcularly.~ |
Eorelgn banks, and Britieh'benke pieyed'a pioneering role*inr“
ner01a1 'bemkz.nﬂr system in the late nlneteenth century. In. . ,.f

otal of ‘gbout ninety banks operatlng in Argentlna (1nclud1ng-.-f

s subsequently 11QU1dat6d) were owned by forelgn 1ntereete”f' 3

he nlne remaining forelgn-owned banks accOunted for ebout
leposits of all banks, approx1mately the.eame perceetege es R
tﬁe var, indicating that fdreigﬁﬂbaﬁke'kept ﬁaee”wi;h_

e expansion of credit durlnr and after the War. The. statué;' .
forelgn ‘banks has ‘Been greetly affected by the.natlonallzatlee”
and related legislation in 1946 whlch greatly curtailed the

ation.of-brlvate banks.

may be chartered, but the exls'l:lnlT forelbn banks are - ... .o

=]
o

operations. on ‘an equal footlng wlth domeetle instltutlone.:
hat. 42 of thy 1?0 insurance companles operat1ng 1n Argentlna
-owned.l/ The proportion of premlums pald to Argentine

ar was 83 per cent against 73 per cent in 1943 Formerly -

eurance was placed w1th foreign companies, but in recenft

International Finance, New York University, The Economic

entina, (New York, 1949), .page 35. /yoars this practice

Under the government's present policy L
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yearShthisW§racticeﬁhas almO$t;ceased;.~Tnase;developmgntsaare;the,reéult_of‘:3;5
special legislation introducéd.in 19#?-whichﬂprqhibits;the,insurance-ofqpezsonS,@-
and properties in Argentina with:foreignécémpanies and.;with_éertain-excep&iogs,ﬁ

reserved to Argentine companies allainsurance:Qf,exp@rtsiand imports gndertaken_,

at’the iisk“offﬂrgentinehenterpfises; ,This;1aw¢alspyestablishgd3pheiﬁggggpiqei.;

Mixedfﬂéinaﬁ&ancévlﬁstituté (Instdituto Mixto de Repaseguros), half the capital. of:
which is Subscribed<by5theiGovérnmentfand half‘bﬁ;ﬂrgentina«;nsurapce;companigs,‘
ﬁrgentiﬂe%iﬁsurant@:comp&niesﬁWerezalsdngven-morérfavgurablggrateﬁfth@n'fOreigp;
qnmpaniésfénrréinsﬁrance-leCedﬁwithxthe Institute as wellqas;p;@ferenfial;tamgg
treatmentil 1oLy o7 e I T I .Lff' Q]f¥jf1TEﬁnﬁTﬁ&;i}f;‘f %5yw;m;@3«¢g-”w3
B;. Torei n”invesbment"andfthe‘halanca“ai‘@axmenmsmyg.;L};-:\ R

-Since:the last decade of~the*nineieepth;cﬁntury,Apgentina has'héd;a surplus?
of exports over: imports except in a very oW years.: Ehe_sizé of -this surplus

haQEVEfied“gfeatly,7hbwevér3-and in-several years a small export surplus .combined

o pith Esfgéﬂpayméhts for:-the service of the external debt and of profits.on. .

foreign investmentis:as wvell as other service: items resulted. in a substantial..
S v S R VTN

The ‘s¥olution.of :the balance. of payments afienftheaOUﬁbreak.Of!theifirsix i
world Mdr dmay bgw@enveniﬁﬁtly:&iviﬁeiﬁintoﬁthree_PﬁrLOﬁBmaﬁSminiicated by the....
net ‘increase ‘or dderease 2in.the country's foraign- indebtedness.  From. 191k to

1920 external?debt décreased -in.almost :levery year'and, leans were, -in facty . .

- extended to Fratce and the Uniteéd Kingdom.:-This-trend was reversed in 1922,. ...

and between: 1922 and 1940:there was an almostguninterruptedqincreasgringﬁhe;tﬁ;,

forgignpig@eppgdnegs,Nexgept in the years 1934f1937 duringuwhich_equrtsmwmr:"

~-expanded while imports vere restrained by‘exchdnge control. . -

In the first part of the 1920's the deficit on current account was.financed
"~ [to a large
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to a large extent by the accumlation of short—term debt, whlch was subsequently

refunded. Tn the.latter part of the decade the def1c1t was’ flnanced larzely by

a rapid inflow of lcngwterm capital. ¥ven during this period, however, the

outflow of 1nterest and d1v1dends exeeeded the capltal lnflow, as is shown in

Table 5. The thard phaee may - he seld to have begun in 1941 with the growth of

export surpluses stzmulated by the war whlch in turn facllltated the almost

complete repatrlatlon of the external .debt and. the repurchase of some’ direct
forelgn rnvestments.‘_Thls, comblned vith an 1ncrease in the Argentlne merchant
fleet cf abcut 50 per cent between 1939 and 1946, greatly reduced the deficit on

acccunt of “1nv131ble current items. In 1947 She. balance of payments entered a
new phese; characterlzed hy a, sharp ingrease in. 1mpcrte, the rapid dw1nd11ng of
gold and forelgn exchange resgrves and the subsequent intensification of exchange
contrci-and qnantitative.restrictione on imports.-’ e

The‘serv1ce on tne.externel debt and. income .on foreign equlty 1nvestments |
reached a peak of 489 million pesos ($198 mllllon) in 1929, whlch was 20 pericent
of the. value of exports in that year.‘ When exports decllned prec1p1tously in
the early 1930's the serv1Ce of the external debt was largzely marntalned, ae\;

' observed above, and in ;933 the value of 1ntereet and d1v1dendlpayments recorded
in the balance of paymente\wae-426 million pesos ($110 million), or 47 per cent
of exports. Since service on the debt was payeblevin_foreign currencies, the
decline in the dollar equivalent between 1929 and 1933 represents largely a
redncticn dn the yieid on direct inveetments, due nartly t0o a drop in earnings
and partly to the depreciation of the beso. In 1939, when exports had recovered

from the depth of the depression (althouZh being far from the pre—war peak reached

. in 193?), interest and dividends on foreign investments represented 27 per cent

of exports, /Tabie 5,
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Table 5. Inflow of Capital and Outflov of Interest and D1v1dends.
' 1922-1931=/

é(in~millibns:qf_Unit¢d Stqtes“do;}gps) .
IEEE Canltal movement,

‘ ‘ Long—-term " Short-term  Total . Interest and . .
Year _ i . dividends

ward (+) balance)

i

192223 G159 k0.9 4 mdk 3 32d - 128.5” " :'
19232520 8,0 o o 707 4226 4 853 = 1366

1925-26" " 5,3 i 51,8 . - 15,1 L - '142 8 m

K

1926~27 7 949 1525 . - B 4 132 - __.1697-2 .
1927-28 < 0 316 . 1100 - 42k, 4 139f7v R.; ; 181.8
192629 © 111, - 59.8 - 10.9 '_4_' l:._3?_‘.8“:‘ | _A..Z.":]_sg_:; 5
1929-30° 230 17847 - 8_-.3._\*_._;.1.6?_'-4 e 157.8

1930317+ BB.3or o b2 4 7.3 4 L

o

117.2

B/ Source: league of Nations, Balance of Payments, 1930, (Geneva, 1932),
Uil page-14. The d.ata are. for years ending September 30 and are
taken from a prlvate Argentine compilation. ' S

e

b/ Avérage of 1923-24 and 1924—25. o

i /T-Ei'blie‘ 6 .';v;_\_.f-‘ -

R IR

(Outward) (Inward) "~ (Outward (;)*br-in—*~i*~0ﬁxwara balance' . -
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Table 6. Balance of Payments ofrArgentinaﬁ/
. {in mil}lions of pesos at official buying rates)

1938 - 2946 IgLY T 1OWB

I. Current:transactions ~* o
(receipts (4) and payments. (=) .- [P o
Exports - - - 41,371 4 3,916 4 5 428'4_5 6

Importe (1ncluding non~monetary Co s

gold) = ~ 1,485 - 2,251 - 5,263 - 5,341
Service of public debt—/ = 11k . oy 29"~ 19
Other’ 1nvestment 1ncome9/ -~ 252 - 374 —~ 240 - 34
Treight earnings and past receipts) ~ o5 L2314 2894 183
Government and miscellaneous met ) T - - 31 = 199 - 70
‘Balance on current transactions ~ -~ 505 4 1,416 -  S4 4 - 184

II. Capital movements and moneta
(inward (4) or outward (-) movement

External public debt , ... . - 4 1217~ 442 al” 3H -

Private long-tetrm investments - 68 - 6608 180)- 2,052

Short—-term capital : Yo - 743 - 1,538 /

Monetary gold a )+ 461 4+ 504 42 566)4 1y 868- R
' o Total T 4 3 51 - 1,31 4 514 - 184

t

I11. Brrors and omissioms. .= . - = 9 e RN U N hf]: '

7 Data for 1938 19&6,194? from: Internatlonal Monetary Jhmd. Balance of
Pavyinerts Yearbook (Washlngton, 1949). Data for 19h8 from Annual Beport. of
the Central Aunk. of Argentina .(Buenos Aires, 1649), “'The International
Monetary Fund's estimate of the value of imports in 1946 and 1947 includes -
an upward adJustment of ; the Gentral Bank's estimates by 200 million and ?56
million pesdos respectlvelv. No 31m11ar adgustment has been made of the trade
flgures for 1948. e g

E/ Includes regular amortlzatlon in 1938 and may include some-amortization in
1946 and 1947,

_/ This may include some private cap1ta1 moverents on account of direct 1nvestments
snd portfelid ddcurities, i

u/ Of this .amount 331 million représents repatrlatlon of forelgn dlrect 1nvestments
and 329 million appears to represent outward movement of. Argentlne funds.

_/ This is assumed’ to represent malnly the ch.nge in gold, net short-term assets,
and long-term,loans (other than external funded debt) of the Government, the
Central Bank “and the commercial banks, It includes a net deficit of 37
million pesos stated by. the Central Bank to represent the lag between trade
transactlons and payments made abroad on account of such transactlons._

_/ The Statlstlcs publlshed'by the Central Bank do not state the . amount of the =
residual "errors and. om1s91ons“ nor Ao they - indicate in wHich of "the spec1fled‘_e
jtems the residusl is 1nclu.d.eda e

PR
P

[ The' sfgnificence
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The 81gn1f1cance for the balance of payments of the large-scale repatrlation
of external debt: and dlrect 1nvestmente in 1946—1948 is Yrdicuted in Table 6,
The saringe an’ the service of the publlc debt represent about 80 mxllion peeoe
(224 mpi;lpn} per onpum._The Br1t1sh rallways had pald no d1v1dends on ordlnary
shares.for many- years but the payments on debentures of the repatriated railways
are eetlmated to have been about 100 million peeos ($30 mllllon) yeerly. 1t
allowance 15 made for other repatrlatlons, fhe effect on the.beience of peyments
nay heweetlmeted to be a sav1ng of perhaps 200 mllllon pesos annually.rllh
addltlon, the expansion of the merchant fleet has entelled sevings on frelght
chergeezk _ | = |

%Ae‘éﬂe resultcof theee.capital treﬁsactione, the incéeAQéiiﬁiieﬁéeeéﬁénd
the purchase of ehlpe for the Argentlne merchant fleet the gold and fore1gn
exchenge -reserves accumulated ‘during the war were rapldly reduced. Thue, Sterllng

"'!
balancee,“wh;ch reaohed a peek estimated at 5152 mllllon aft r_the war fell to

&2 mlllion 1n 1948.w/ The gold reeerve Uthh had reached $1 19? mllllon at the
end of 1945 decllned to $142 mllllon 1n May 1949 the total gold and forelgn
exchange reserve dropped from 2 peak of ol 696 million at the end of 1946 to

’%uu arlrlon in- June 1949

“TTt"should be obServed, howeuer: that the'drop in the payuent of-income dﬁ

»;Iorelgn equlby 1nvestments from 374 m11110n pesos in 1946 to 34 mllllon pesos in

1948 19 not due so much to the 11qu1datlon of the British railway and other:
1nvestments es to the strln ent exchange control restrlctlons 1mpoeed by the
authorltles to counter the deteriorat1on in the external economlc p051t10n which

occurred 1n that year. Thue, deeplte the increesed earnings of Argentlneu

Th*e es stirate appeare in The Tconomist (London, ll February 1950), page 334,
_/ Data from International Monetary Fund, International Financial Statistices,

{ pril 1950) p=ge 33, : [eubsidiaries of
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sub31d1arles of Unlted Statee concerns, remlttances of leldends by these

;;eydirect inv ect1ont in

enterprises (which represent Ehe b lk of unluod

Argentlna) declined from $11.3 million 4n the first half of lch? to $7 3 m11110n37~

in the second half of the year and practically ceased durlng the second half of
1948,/ | '

The'doliar atringency, of which this decline was one manifestation, arose
not merely from the increase in imports and the répatriation of some United
States investments, but in considerable measure from Argentinéieiioetiiitr'to%
meet 1ts deficit with the dollar aréa by its net earnings of sterling and other

el

inconvertible ourrencies. Thus, in 194? Argentlna had’s trade- Surplus of 2 100

“‘mllllon pesos. wlth the eterllng and other non—dollar areas and g deflclt of B

1, 20@ million pesos w1th countrles in the dollar area,- whlle in. 19&8 the Surplus
fin 1nconvert1ble curren01es eas 1, ?OO mllllon pesos whlle the-deficit 1n
oonvertlble currencles was 1, 600 mllllon p=808, ‘In the brxefxperlod_of”eterling-
convertibility in mid-1947 a substantral part of Argéntinafs sterlipg resources
. LA

had been used for payments in the dollar area, It is possidble thathritish ‘

investments would not have been repatrlated at soen 4’ "rapid . rate as actually

“occurred had .a greater measure of sterllng convertlblllty been: malntalned.

Durlng 1949 Argentlna 8 balance—of—payments defi01t in’ convertlble
currmn01o~ -vag con31derab1y reduoed, Uhlle a 51m11ar tendency'emerged w1th
gspict. to its surp_uo in Lﬂ""'"artlble curren01es. The trade defiecit w1th the

United States, which had been $535 mllllon 1n 1947 and $199 million in 1948,

Yo ‘dropped to $44 million in the flrst nine months of 1949. The! ‘trade surplus with

the United Kingdom was, only $ll mllllon in the first nine moriths ‘of; 1949,

.

17 See Unlted States Departmert of Commerce, Survey of Current Business.‘
(Neshington, Wovember 1949) pa@e 23. ' ' :

/previously indicated

AL
R
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previously indicated, the'eccumuleted errears due to imports from the United
Stetee have been reduced eomeﬂhat in recent months, and it ie reported that the
Argentine author1tiee have agreed %o ellcw the reewmption ‘of limited remittancee
to. the United Stetee of the sarnings of dlrect inveetments=1nfAreentinael/“”‘
Mention has ‘been made alrea ¥ of the long-term loan of $125 m11110n authorlzed

by the United‘Stetee Egport~1mport'3ank in May 1950 tp finance the payment of
theee”enrearsw ‘ N )

tC: “The" 3 ie d. £ 1n eetments

. In recent yeare thelaverage profitebilltjrof foreign. equity 1nvestmente'
appears to have been substantlally lower 1n Argentlna than in Latin Amerlca as a
; whole.‘ Thls ie probably due ‘largely to the high prcportlon of investmente in
reilvays- end public utility enterprleee, the yields of which. have generelly
k'been meh - amaller than those of investments dn manufacturing and particnlarly,

| in’the extrect1on of minerals.~/ This tendency has been accentuated by the
ietrong *nfletionery pre saure that has characterlzed the Argentlne economy during
"the war .and post—wer yeere.'eince the ratee cherged by the rallwaye and utllitiee
'jhave tended to- 1ag behlnd the general rise in prices -and- coets.‘ Wlth the recent
‘repatriaticn?cf fcrelgn investments in railways the eeerageglecello}‘ﬁfcfitability
i?‘”SEE”Ftn Yn«- T1mee, 2 ng 1956' page.l._ Lhere ie'noxindicetxcn, honever. of
“the enount of cuch remittences that will e perlltted . It is reported, -also,

that the United States oil compenies deperding on 1mported oil will receive
larger allccetnone of exchange for tnle PUrPOSE.. than in the paet year.

_/ For exemple, in the pewiod 1945-1948 tne exeruge vield of Unlted etates
investments in public utilities in Latin America was 3 0 ‘per cent of
“invested capital, vhile 1nyestnente in manufecturing and in mineral
extraction and smeliing yieldéd 18, 5 per cent and 19,2 per cent respectively,
(See~United States Department of Commerce, The Balance of Payments of .
United States, 1946-1948, Washington, 1950, paze 94) = |

of the remainine
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of the rer‘ﬁnfag 1ﬂvestwc1 r~=“'-r'\u‘|'f‘9 therefore, tend to-rise.
Accord.lnb to data publlshed by the United States Department of Gommerce,
the ratio of "1ncome recelved“ in the Tnited States to- capltal invested 1n

Unlted,States‘direct 1nvestments in Argentina in recent yeers was as follows

compared with Latin' American as a‘whole:l/

;Year ‘ B Argenting S Latin Amerlca_

_ “w1938—19u0 (avera 8) 3.9 -(per cent) {not available)
: 1943 L - ko 6,6
SR 55 9.7

. From 1940 towigh?.ihceee “eeefvéﬁ in the United-States from direct investﬁeﬁts
in Armentlna average& about $20 mllllon ennually, though. tne amount was‘lower in
1943 and 19@5. In 1946 total garninss rose conS1derab1y above thls level but
subgldlarles red nvested“PlS ih] 1}.:Lcm oi' earnings, leav1ng the a.mount transferrei:
about the seeelas ‘in prev1ou°ryears,: In 19&? income recelved 1n the Unlted
States dropped t0 $5 million as the result of the tlghtened exchaewe control.
Expreseed ag a percentage of invested capltal, total earnings, 1nclud1ng .
relnveeted earnzngs of sub51dlav1es, were 6,3 and 9. 9 per cent in 1945 and 19b6
respectively‘(thé”latesteyears for which data are available), while the
Lcer}eepeﬁaingifigures for Letiﬁ"America as e whole were 11.2 and 13.2 per cent,

. Data on the carnings of foreign investmeﬂte'ih'diffefeﬁt‘brahbhes of
indue£E§ are not available for,recenﬁ yeare:lﬁutletefistiee fe}“earlief years
‘ihdieaﬂe that the "average ratee mentioned;eeeve ceheeelra¢60ﬂeideraﬁle rangeé
of ve:ri.-ai”!:i‘.cjrf.:"‘: In-1929, for ;example, a sanmle-of elghteen leadlng ”nlted. S‘bates

o enterprlses 1n Argentlna revealed a proflt rate of 15 per cent ~/ ‘According to

? See D. M, Phelpsi The Ml—ratlon of Industrv to South Amerlca, (New York,
1936) _Dages 290~296 R o

/oneﬂestimate,
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one estiiate, the éarningé"df fopsiaa oil'companies 1a thé yenrs=1956#l§43
averuged 19;7“pér cent nf investsd éapitol, sithoash the yisld duriidg the -
preceding fewryears Wit S conniderably less}éziﬁ“the 1920 s the folr major Unifed;
States meut—paCKinéﬁénténpflses eurned si sversge of about 10 per cent. of
invested cnpitéi (1nclud1ng fOlﬂleted elxnlnns) hithsubsiéntidl'devintion
from that nvernged in‘partiCulur years.

'Infofmationlbn*the‘ééfningS'bf'Bribish invgstmente i irgentinh ‘comparsble
with that on Uaited Htutes inﬁeétnents*is-not zvaileble, Statidtics .hwve been
publishéd, hovever, on irterest snd dividedds eorded on’ Securities of “rgentine -
entéfﬂ%iéésAdnotéd‘6n’thé Loadsn Stoek Eﬁ@hange.g/ExbféSséd*os‘&=pefcentageﬂqf-“*“
the parjnaine ofwthé éécufities,“the average d1v1dends on railways -ond other

investients (excluding government bonds) in sélected years were as .follows: =

o (per cent) o (per Cent)
191E - T e e s 4:8 . RSP 6.1 BRI EE et
198 5.5 6.1
1938-1940 (average) 1.6 5.8
1943 . N 1.8 4.1
b 1948 - R e T g B 3.9
1949 - 3.3

Since ahl rge portlon of Brltlsh-owqed rJllv;y securltles and a 51pn1flcnnt

voluine of'othcr securltles heve earned no d1v1dends 1nce the early 1950' | the

yleld on enterprlses earnlné d1v1dends has bepn somewhqt lnrgnr thun the flgures

i
‘y

given. The yleld of ralley securitles huo been lower than that of other
investments for & long period. In fact, after 1932 the averoge return of Brltlsh
investiients in srkestine ratluwuys’ fell below thst bf .rgentine sterling bonds, .
1/ See Charles .. jarren: Americen iconomic Eicnelpution, (Buenos .ires, 1948},

rage 264. . . T
.g/ These appear in the South lumerican Journsl {London).

/in important
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An 1mportant faétor“éftectrrg the yield of investments:in Argentlna VS
the rev151on of exchanbe rdtes whlch occurred . in October 1949, At that time
the free market rate, at:rhlch transfers of income. and capital of foreisn
‘lnvestments are.effected, waé changed from 4,81l pesos per dollar to 9. 02 peaos
per dollar,‘the present rate._ This represents'a depreciation of W7-per cent
azainst the dollar and 23 pér cent against sterling even after aliowing for tﬁép
devaluatlon of sterllng, and thus implles & consmderable reduction ‘in the .
forelgn eAchén;e equlvalent of peso earnlngs on existing investments; and
accordlngly a correspondlng reductlon ;n ‘the burden on. Argentina 6f remlttances ;
on account of ezlstlng 1nvestments. One issue which ig raised by the change
in rates is whether the transfer of earnihzs on investments which were blocked
at the time of the devaluation may be effeCted'at the pre~devaluation.raté or
at the nev rate.l/

' The effect of the devaluation on future investments is less easy.to
- appraise, The peso prdceeds of new United States capitalg/ entering Argentina
are almqst tvice as large a8 before the devalﬁation. Thus,  to the extent that
the capital transferred Es spent on-local products or services in Argentina,
~ the deterrent effect of the devaluétion that results from the reduction in the
dollar equivalent of the investment yields should be offset or more than offset.
If the cépital represents reinvested earnings of an existing'enterprise, however,

and is used for the purchase of non?Argentinian goods, the immediate effect of

17 It is reported that the Argentine Government has agreed to permit two United
States companies enzaged in air transport to remit at the pre-~devaluation
rate. the proceeds of sales made prior to devaluation. (See United States
Department of State, Press Release No. 439, 1 May 1950).

g/ The case of United States capital is considered here since the dollar was
not devalued in 1949 and since at present little capital is available for

investment from other countries,
, /the devaluation
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the deValuation would be unfavourable since it would raise “the peso price of the

1mported goodar BSimilarly, an: enterprlse 1mporting capitél equlpment directly

the}dpllar-equimalentugfya &iven amount-of earnlngs'would_be fess ‘han before :

devaluation, . . - > SN g d D

Thege conclusions do’not’ take:inte: account’ the ultimate effect of the
devaluap#oqgon;the“suppiy"ef'dollars iﬁinrgenfina}f If“tﬁié'éﬁﬁﬁl?“iﬁﬁfeéﬁéé;iﬁ
remitiances of investment yields may be move ‘réadily permitfed, and the

investor may thusbe in aibetter position’than 'if Témittance (dlbeit at' a =~

X faxpprgbleﬁrateﬁgWeuid;hayegperforce‘béen”ﬁ%ptﬁﬁmia’ﬁéfy Tow level, & 7 7
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II, GOVERNMEVT POLICY AHD FORsIGH INVWSTMENTS
The beglnnlng of the 1930‘3 may be said to have marked a dlvidinb p01ne‘1n_
'Argentlna 8 pOllCleS affectlnb forelgn 1nvestment as well as 1n 1ts eeonemlc
policy geﬂerally;' The relatlvely‘unrestrlcted system Wﬁlch heﬂ pfevgll;ﬁ since
‘the mld—nlneteenth century has been gradually replaced by a reblme of dlrecth
and indirect controls end by an 1ncreased measure of direet governmental “
participation in the economy, . It is beyond the scope of the present report to
descrlbe in detell the evolutlon of thls{new pollcv, and the follow1ng brief

“account” 13'conf1ned lar ely to the current 31tuat10n;

‘Trtry and status of . forelan capltal

oo

ALY 1ncom1ng long—+erm capltel (for 1nvestment over a DrOSPectlve perlod

YELF g than i yeais) is subJeet to appreval by the exchan”e control authorltles.

S PEE

o officlal statement aepears to have been 1ssued remardlns tee swed&fle eriiegia
by which ‘the entry of such capltal is overned although offlclal expre331ons of
pollcy have stressed tae deslrablllty of ettractlnD forelgn,lnveetments in

menufacturlnﬁ. Exchange control reguletlons 1ntroduced 1n July 19&? prov1de

condition for the admission of lona-term 1nvestnents from abroad but the extent .

of such partlélpatlon 1s not sPe01f1ed, and the absence of an apnreciable 1nflow
l .
of new cap;tel recently.has prevented any eonclu51on from be1ng drewn regardlng
,5 .
the appiication of this pollcy in the future l/ Certa1n features of exchan:e

. ri;;f R
concroi regulatlons of 194? were modlfled in 1948 but the prov151on relatlng to

participation by’ Argentine caprtel appears to have remalned. :

I The Tegal framework affecting the entry of forelgn capltal ‘for dlrect

l; The regulation is contained in CirCular Nb. 788 of . the Central Bank of
~ Argentina, dated 8 July 1947,
| /investment —
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invéatment — apart from the general licensing of incoming capital by the exchange
control authoritiee — ia 1aid down by several provzsions of the new Constitution
adopted on 16 March 1949._ Article hO of the Conetitution provides that "the State
may‘intercenerin the economic domain and monopolize any '1Ven 1ndustry or act1v1ty
to saieguerdﬂphe genaral interest..."l/ Two'aectors are speciflcally reserved in
'whole or in_pert fOr state enterprise. the 1mport and enport trade and public -
utilities.-"‘”_w ‘ . o R
The policy of reserv1np a large portion of the export and 1mport trade to '
the government was inaugurated in 1946 w1th ‘the establisnment of the Argentine _
Trade Promotion Institute (Instituto Argentino de Promoc1on del Intercambio, |
: commonly referred to as IAPI) ) This governmental agency has oecome the sole
_:purchaser and exporter of wheao; corn, oats, other grains, meat hides and other
agricultural producte comprisinu the bulk of Argentina s exports. The scope of :
‘ ite import functions is more 11mited.‘but it acts ag the chief governmental |
procurement agency abroad as, well as a‘channel for BOme 1mports distributed to N
.private coneumers.‘_ - -' L . | | . _ . |
With regard to "public serv1oe“ industries. the Constitution (Article uo) |
oontains the follow1ng proviszon. o L L
. "Public services (utilities) belong ab o;igine to the State, end
* in no event may they ba alienated’ or conceded ‘for operation, - Those
which are in private possession shall be transferred to the State,
by méans of purchase or expropriation With prior indemnity, whet -
such is determined by 2 national 1aw ..." SR
The Conetitution does not specify the activities coming under the head of
'"public servicea" As has been 1ndlcated above, steps were taken prior to the p
establishment of the 1949 Constitntion.to nationelizeuﬁhe,railmays, the toiephone
i7__§;;;3cte Sfrom- ﬁno Gogstitufion are teken from a trensletion published im Ih_

Buenos Aires, 25 Marcn 194 / ¢ 1
gystem and some
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sy%tem snd some énterprises gencratiné‘electric pOVer.

In his Anmus)l Messege to Congress in fay 1949 the Présidenf?quthe_Hequliq
statec that the administration would continue the policy of hationgliiing all*-w-
~ public utilities, including transportation facllltles. electric power plants, and
‘ telephoae, tele ﬁhland vater systems, .He_sfated that until'the process of <

nat101a1lzatlon vas completed, conce531on contracts governing the operatlons of
rtho'romalnlno forelgn enterprises in these fields would be rev1sed to avoid
.eXCSSSlfe-Pfdfiiﬁ;‘to facilita’e partlc;pat;qn‘by Argentlne capital and to provide
certsin facilities.t! -
) Uith regmact tn minerals, water ﬁower and_qther sourcés-ﬂf”éﬁéfgy,'thé
uConut utlon (A“blCle 40) ves Vn;the.title to suchhrésour;es in ﬁhé Sfate, but
.is ;llsnt reﬂar114~ the guestion of foreigu partlélpatlon 1n thelr siplo;tatlon.
Ho”f"=rw the governﬁénu ‘has.pursued a policy of not grantlng Aeﬁ con038910ns to
fn“e;;w enterprlvcs for the ex Sraction. of petroleum. and-théﬁéutput of the
VX.P.Fag khe'gévérhﬁent‘s agencyy <as. prev1ouoly observed, now constltutes more
rthéﬁ‘%é‘ﬁérﬂééhfibf*%hé total ¢nd has been. 1ncreasiﬁg. There ae no legal
rest ‘tlons on the reflnlng of 0il by forelgn enterpri;es, but the recent
Eiﬁé£51on of the éovernmbn+PSuref;n¢r1es and tuerllmltatlon on 1mportS'of ‘erude
0il by‘fofeiéﬁ:ECmpﬂniesgwas-aniadjunct;of exggange.éont£§i, has imﬁéséd limite
.onthe'zcgﬁe'bf-their operaﬁionsﬁ Anéthaf indication ongévefnheﬁféi;policy in
the'eXuracﬁlve infnetries isrthe‘ﬁapt‘th%t thérdiscqﬁery ﬁf.éoéifdeﬁoéits in the .
R#o Eufhio area in 1949 was followed:by}g ggverpmental-dééreé-pfovidiﬁg for
:7“E556;ﬁ1ng 12 precs reports, tpe Pr931dent's Annual Megsage 1) Gongress in-
Moy 1950 made nd-reference to further nationalization of pu.'bllc utility
enLnrprlsns b& rond that alxeaay undertaken., {See Hew Yark Times, 2 May 1950)

However, with the excéption of electrlc UOWer the bulk of such industries
. has alreaay been nationalized. ' L e

/thelr expropriation.

e
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their exproprlatzon.lh‘;

The natlonallzatlonlpci1cv referred to -Qoes A0 exclude forelgn-
enterprlses as SuCh but rather all prlvate enterprlses, domestlc and foreign,
There are, however, instences of spe01flc exclusion of forelgn enterprlse from -
part101pat1nb in some branches of insurance and from establlshlnc new commerc1al
banks, as mentioned in the prev1ous section. | N

As regards ‘the etatoe'oflforeigh enterprises Once'edﬁitted to operate tn .
‘Argentifs, whether as hranoheslorKasHlopeliy_incorporated'concerns, there.eppears
t0 bernolférﬁﬁiwlegai[&ieertmination acsinst; them in the Gohstttﬁtion.Or in any
generalﬁxégiglaﬁidh;l/ Thiewholioy was expressed in a gtatoment in March 1950
by one of-théﬁMiﬁietere; who effirmed the government's policy of according
foreign investments the eame';tetus as domestlc private 1nveetments.2/ _

In this connectlon 1t : y be noted that the 1949 Constltutlon (Artlcle 68,
paragraph 167 confere bn the Congress the power "to provide for ias the
importlné of forelgn capltal see by means. of laws grantlnr temporary prlvileges
and rewards ihe' thus establlehlnb, in pr1n01p1e, the pOSS1b111ty of |
dlscrlmlnatery treetment 1n favour of epeclflc forelvn enterprlees.

There is no general requlrement in Argentlne levlsletlon that any fixe&
percentage of" domeetlc natlonals mist be employed by an enterprlse,-whether
domestic or foreign. However, mlxed"_enterpriees in whlch the government
partlclpatee 501ntly w1th prlvate 1nvestors must emnlov a spec1f1ed mlnlmum

percentage of” Argentlne natlonals which i8 specified in the special chartersr

17 Article 31 of the Constitution of 1949 provides that "foreigners" who are
‘permitted to enter the country shall enjoy all the civil rights of Argentine
nationals, It may be presumed that "foreigners" include juridical as well
ag natural persons.

2/ ~ See The New York Times, 17 March 1950, page 5.
/requiredvby such
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required by such enferprises. During the 1930'9 the.governﬁent pursued a .
restrictive immigration_policy in order %o éncourage the employmegt of Arzentine
nétionals, but this was discontinued #nd is not zpplied at present.;/

In view of the government's programme of nationalization'of.pgﬁlic utilit;es;-
particular interest attaches to the provisions of the Constitution concerning
compensétibﬁ'iﬁ the évent of e%prbpfiétidn‘éhd to the manner in which these
prov1sions are to be applled in practice. If nationalization cannot*be effécted

.

-by voluntary agreement w1th the owners cf the enterprise and the government

resorts to exproprlatlon, thg Constltutlon provides that payment shall be made

before expropriation occurs. The criterion for determining compensation is stated
in Article 40 of the Conmstitution as follows:'

*The price of expropriation of public service concessionary undertakings
. shall be the original cost of the assets involved in operations, less

the sums that may have been amortized during the period fulfilled -since
.the granting of the con09331on  and sums in excess of a reasonahle
profit, which shall also be congidered’ as répayment- of ‘the capital -
invested.," ' ,

" The definition of what constltutes a “reascnable proflt".haé not been off1c1ai1y
stated. In, the. exproprlatlon of the Rio Turblo coal dep031ts the compensétlon
vpald was equlvalent to the value of the crlglnal 1nvestment plus 20 per cent.
Mgst,qf the recgnt,measu es’ of'natﬂonaiizatgon have*been e?fe&%éd thraugh
voluntary agreement u1th the owners of the property in questlon. In the case of
the British railways the purchase prlce,ralthouﬂh con51derab1y below the nomlnal
value of the securltles, was higher than the market value of the securltles at thé
time of purchase, whlphrhgd bggn'dgpresgedlLor'SOmglygarg prlor tq nat10na11zat10n.
i7ﬁ~E;TE;'reporté&”tﬁathéﬁ‘ihvestigé%ibn“ﬁédé An 1935 indicated that less than -
.1 per cent of the employees of the major United States owned enterprises were

United States nationzls. (Sek Teorge- Hythe,- ndustry in Latin America, .
. New York, 1949, page 98.

bl

Lui o [Several sults
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Several suits for comoensat1on are 1n varlonsﬁstages of adgudlcetlon beforepthe s
~ Supreme Court of. Arﬂentlna 1n respect of the exproprleted SubSldlarleS.Of the“ﬂ/“‘“
Amerjcan and Foreign, Power Compa.nyl a Unlted Stetes enterprlse.. In thls connection
tit may be; observed that 1n respect of the provisions of the Wconomic Agreement of
Bogoté (signed at, the, Nlnth Internatlonal Confererce of American States in 1948)
Argentina Tecorded its understandlnv thet the prlnclplee conteined thereln releting
to compenset1on 1n the event of exproprlatzon of forelgn investmente “do not in .

any way, indicate that 1nternat10nal treatles or agreements shall prevall over the‘“

Cenetitutien of. ths Anerican countrlee. nor that forezgn investments shall be

+

subject to eny Jurisdiction other than that of the1r own courts“."
B, Exehenge Cor_:,trg;, . o | | |

Exchange control was 1ntroduced bv Argentlna in. October 1931. follow1ng the
gsevere drop 1n exports durlng the world depress1on.' The syetem has undergone many

changee since 1te 1ncept10n and at present 1nvolves a comnlex set of exchange

'rates applicable to both the purcheee and sale of foreign exchange by.the: Central{
Bank.r Imports are subject also to 1icensing accordln? to a- syetem of prlorltles.p

The position of forelgn investments under the regime of exchange control has
varied s1nce the establishment of'the eystem. ﬁs-prev1ouelynobserved;;the:,
serrice.on thewextérnei:dett;'with'minor exceptiony, was met. according togscheenle.
Foiiowing tne estatlfsnﬁent'of*&uel”ekcnenge'retes'in'19335'remittances on. sccount
of equlty investmente were requlred to be made at the free, market rate, whlch was
jless favoureble to investors than the official’ rate, S&E&ﬁquently-a‘speclel rate.
wag .established for the forelgn—owned railways, the 1ncome of which (expreeeed ~
inwsterlinb) had been eeverely reduced partly becauee retes charged were not
adjusted suffieciently to compensate for the depreciatmon of the peso,after—1929.

/Remittances(on
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Remittances on account of. direct 1nveetmehts do not appear’ o have been
s1vnif1cant1y hampered by exchance controls dur1n~ tne 1930*5, ‘and during the early
1940'g the unhampered.transfer of - 1ncome on 1nvestments was fac111tated by the
malntenance or laree‘export surpluses. In the mlddle of 1947, however, severe
restrlctlons were lmposed on outward: trdnsfers on account of foreign 1nvestments
as the balance of payments position deterlorated.- These restrictions vere SOmewhat
relaxed, in pr1n01ple at least under  new re*ulatlons 1ntroduced 1n June 1948,
establlshlng the system whlch is presently in effect.

. As noted above, all capltal entering for the purpose, of "lenguterm"
1nvestments, deflned as those made for a° prosPectdve perlod of mere: tnan sdi years,
must recelve prlor aéfrcval by the Central Bank As a consequence of chances ;“,‘eq
whlch have' occurred in tne regulatlons, the remrttance abroad Qf capltal and
earnings:of forelwnlluvestments decends on the crl zinal date of entry of theri
capltal. The income from capltal entering after Jenuary 1948 as well es the
capital 1tse1f mav be transferred without: prescrlbed 11m1t at the free market
rate, subject, houeter, to tne 1mpertant quallflcatlon of the "avallabllltylofl
exchanee" 1/ ; |

Capitalzuhich.euteredlthe ccuntry“before deuuery 19@8 is accorded less
fawourable treatment under‘the regulations, If the capital entered the'COuntry,in'-
the perlod between the 1ntroduct10n of the’ eevere restrlctlons 1n July 1947 and |
the modlflcatlon of controls 1n January‘léié 1t remalns subgect to the restrlctlons‘
in effect during that.oerlod' Under tﬂeserreeulatlons the annual transferable rield

on short—term 1nvestments (Wlth a maturlty of 1ess tnan 12 months) was llmlted to

12 The present free market rate, &stablished éfter the’ revaiuatfcﬁ'of the peso in
October 1549, is 9,02 pesos per dollary ‘the Mhagic! buying rate is 3.36 pesos
and the selllnu rates vary: from 3. 73 pesos to 9,02 pesos per dollar,

. /5 per cent of the
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“'5 per cent of the velue of the cepltal' thet on medluxeterm 1nvestments (with a

maturity up to Slx years) was limited t0,7. to 12 per cent dependlnb ion the

perlod of the 1nvestment and the" amount autnorlzed to be transferred in. respect

of both income end cepltal of 1nvestments for more than six years was. to be.

"establlshed on a casembyacaee “bagiy by-the Central Ban&.

- With resPect to capltal wnlch entered the country before July 1947, whlch
includes the bulk of ex1st1n “investments, no maximun limit is imposed on the
amount of .earnings which may be transferred, but each remittance is eubjectvto

authorization by the Central Bank according to avaiiability of exchange, No

‘specific provision has beeﬁ'mede3 however,;regarding'thé transfer of the capital

"of.sﬁch.investments. It is reported that accumulated arreare of nroflts, 1nterest

Lo

-and d1v1dends, the transfer of which has been blocked, are ‘regarded. by the control

authorities as capltal.

In recent years certaih'types of foreign enterprises have been adversely

affected by the exchange eontrol and direct control over imports referred for

their operatione‘iciﬂrgentiha; Theee controle; however, hereibeen,established to
limit certeln types of imports regarded as lees esoential and, 15 pr1nc1p1e, do
not involve dlscrlmlnatlon against foreign enterprlsee as such,
Cs  Taxation o

;With:minor exceptiehe fbreign~ewned”enterpr;seetere eubjectato,the same

Arzentine taxes as domestic enterprises, Domestic corpérations -and foreign

'scorporations with permeneht establishments in Argentiﬁa‘ere5subject-to a normsl

tax of 15 per cent on business incomes plus a tax of 5 per cent on dividends

.

_ remitted abroad. " Tne latter tax corresponds to the normal tax on dividends and

”cther income received in Argentina, In October 1949 a surcharge of 20 per cent

" Juas added to the
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was aadéd'ﬁd‘ﬁhe tax due:unéei'ﬁe ﬁ0rmai:}aﬁes. Reﬁiféanees or eredite:ofﬁehy'T;
class of income from an Aegeﬁtfﬁeﬁsoﬁfce-ﬁo a compahy:abread afe.eisdeeubject to
ﬂe‘fei“of 20 per cent, eifﬁheld‘et'fhe'eeﬁrcef: For'tek"ﬁﬁrposeellosses of one year
may be fosef aéeihst'fhe'ﬁrb%ifejofffhe sucCeediﬂézfeur.jears;

For"rﬁfﬁesee.of taxétidn a1l fereigheeﬁned-eﬁtefpriees witﬁ ?e#meneht
esta%iféhﬁeﬁ%s ie.ﬂfgeetineueie aesumedlfo'Be eerpofetiohs uniess proof‘ﬁe the .
contrary is sﬁbmitfe&.';Wheﬁ'eﬁeh preof is given,'the:enterﬁrise'ie-eubject‘to
taxeeidn”oﬁ fﬁe'eame baeis es eﬁrindifidual reeeiving'inebme'from Argenﬁine"‘
sourcee;.“Thie iﬁfdleee:ajnormairtai of 5 per.éent on net taxable income'plus a
surtax ranglng from 2 per cent on incomes between 5 000" and lO OOO pesos to 22
'per cent on 1ncomes of more than 1 mllllon pesos. These rates are also sub;ect
to a“eﬁicherge‘of”éo ﬁef ceﬁé; ?ﬁ%eﬁant'to“the;lam of October 1949. "Non-tesident
persons;end enfeeﬁrises‘deriﬁing‘incbﬁeszdmrfarming, ef:,ockr;e'ieing"efr'id't;m'rn'ez--'el'fu'.]';:.''E
of real estate are subject to a eurcharge of 30 per cent ‘of their nofﬁai'tai”ffﬁx
abilities. T e |

In 4ddition to the normal tax on business incomes, an sxcess-profits tax is’
1eJ{é&°QE”§reééﬁt"bﬁ a1l profits éieéédiﬁg'iz pe}'eent'of‘iﬂfeeﬂedicépital
(papifeiaﬁiue?éeeerfes). The rate vafiee.ffem‘iozper cenﬁ'bhfpfofité‘betﬁeen:l?‘
'an&ﬁZéﬁpe;ueenfwef‘invested ceﬁital to 30 pef cent.on prefits in excess of 32
ﬁéi eeﬁfiuﬁﬂe;:foreign'inﬁeefments, however, are exe@ptedfrom'ﬁhe'exeess ﬁrofite
bax. |

;To‘enceﬁ;ege:tﬁe reihveetmeﬁt"e% eéiﬁiﬁésuin'ﬁaﬁﬁfa&tﬁf&ﬁé”eﬁiefﬁriees;
Jspe61al reductlons in taxes ‘on bu31ness 1ncomes aré offered. These vary from &’
'-reductlon of 10 per cent in respect of taxes due on lncome relnveeted in flxed
assets equivalent to 30 pér Gent of ‘taxeble profits to a feductibn-of-80'perr¢en£*

/on reinvested
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on réiﬁveste& %rofitsfequivalenﬁ*td-90'ﬁer'éen€5or méré'bf faﬁéﬁlé:prbeQS.
,f ﬂormal1y-taxeSjaneflevied=only Oh,inCOméé\dérivéd'from'Argeﬁfiné égﬁfééé;‘
Infnaspect-of.internatidnal-shippihgi‘ﬁéWs“sef%iCes;.and ﬁofiﬁﬁ-p%btu}é'&ié£fibution,
howevery an allocation 'of nét income dué'to 0peratidn3”in.Afgéntiﬁa'ié méﬁé‘oh the
basig, of a fixed percentage of gross income from'bperaticﬁé'in:ﬁxgeﬁtiné. o
nForeivn insurance cbmpanies”aré'Subjéct;té'aLS@éciailfaﬁ-bf 4L§éfgéentqgﬁf
net premium. reCelved in ad&ltlen 'to their normal tax llabllitles. | |
sdn May 1950. it was announced that Argentina and the Uni ted States had agreed
-to: negotiate an’agreement forthe elimination of double taxatlon in the near
future.-/ ~This.will eliminateé ;ome areas of uncertalnty as to tax llahlllty,‘but
it may be observed that existing United States tax 1eglslat10n substantlally.ﬁt
yellmlnabes the--double ‘taxaticn of ‘income on' Unlted States 1nvestments in Argentlna
by aIIQW1Mg:mqst:t&xes paxdrln'ﬁrgentlna‘tﬁ‘ﬁe'dffset‘agalnst taxes_due to thei
~Uhited-States?Goverﬁmenta"“4 | o
If account :is ithken of ‘the: surchargc of 20 per cent’ 1ntroduced in 1949 and of
. the excess.profitsitax (which"does not: Epply tc néw’ Toreign: 1nvestments), .exﬁJ
nominal ratés of taxation‘applicable to business incomes in Argentina appear égT
be a@proaching%the:levél*of‘comparéblé‘United Sfaﬁes;téiéé."i Uﬂgég&ﬁgéaégs-
entarprisevregisﬁerediundeﬁ“théfso-cdlle&*Weétéfﬁ Hemiéﬁﬁeré'cofﬁéééiiﬁﬁ‘iééjég?
1942.19 subgeé% 56 ‘a-tax 6f 24 per cent ‘of 1ncome earned in Argentlna (plus a tax
-of -about 6 per cent on dlvidends recelved by the parent corporatlon in the Unlted

States). . For enterprises not so registered the normal rate of taxation is 38

per cent.‘ Since in most cases, at least, the level of Afgentina taxes on business

income still remsins somewhat less than that of United States taxes under the

17 See United States Department of State; Pfess Release No. 439, 1 May 1950.
- [United: States
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Unitéd States system of tax-oredits, Argenfine taxes do‘ﬁot'appear to be at present;
a‘significant'factOr affecting the profitability of United States investments in

that country,d . L ¢

'D.  Other Aspects of Policy =

» COmeroial-polioygi'The establishment o0f éxchange control, oﬁantitaxivé

grestrlctlons on 1moorts, and the bovernmental export and 1mport agency IAPI
have reduced. the 1mportance of import dutiéd as an’ element in Ar entlna s N
‘commofoia; polloyé--Befofe 1931 such dut;eS'were the main méasure of'goyernﬁeﬂoal
po{%éy affgctipg’importé and:ﬁay‘have'hadja Eehdenoy.to stimulats foreign investment
in certain branches of maﬁufaoturing:shéfbéréd by bariffs, |

.. In 1931.en additional duty of 10 per cent (ad-valorém) was levied on mosb
imports in order to combab the disequilibFiuii in the balance of paymenté. After
1931 imperts were subject inereasingly to direct cootrois;;oﬁ% tariff iﬂdfooées
?av?¢§130~b88n authorized in recent years. In 1944 o decree empoiersd the
governmgpf;totghange_qxisting import duties:by as much as 50 per cent, to impose
'quoﬁgo?ogfimporﬁs_in:onder.to;prooeotdemeStic ménufacﬁUriﬁg1eﬁ£er§rises,“én&‘to
graﬁ{‘SUDsidies;ﬁo-domestib‘toncerHS‘to”fosfof”indﬁﬁtfies'of natural 1mportance
particularly from a military point of views- In 194? % nev law authorlzed the
ﬂovafnmént'to‘impose?néw‘tariffs.ﬁp'tb ZS-péf'Cént (adévgingM)“on ihports ’
prev1ously free of duty, to raise ex1st1na tarlffs bv 50 per cent ‘and in paitlculaf
cases of urgency to raise exlstlng &utles by as much as 100 per cent. ‘

Direct congrols. In- addltlon to the dlrect controls on 1mports and exports

and forelpn exchange transactlons, to whloh reference hasg been made, ‘the government

1n recent years has instituted a wide varlety of direct controls on prlces, proflts

17 For a more extended dlscuSS1on of thls questlon see Unlted Natlons, uurvex of
Policies Affecting. Private Foreisn Investments (Document’ EfJGlh/Rév.l 8 March
1950), pages 14—19. 32-36_ . . /and credlt,
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and credit, mainly in order‘to”corbatllcflattonaryfpreeeure. The.amcunt:eni

nature of new 1nvestments is also eubJect to a measure of control through the
operatlons of eeveral governmentsal lending agencles under the sune“v151on of “the
Central Bank, While it is difficult to appralse the consequence of these controls
for the "cllmate" affecting przvate forelgn 1nvestments, 1t seems probable that
they have had ‘some deterren+ effect. Althouoh the -nflatlonary condltions which
.heve glven rise to many of these controls tend to be associated w1th reletively
high levels of profitabllity, these condltlons. in- n, have led to a. pressure

on the balance of payments Wthh. with the attendant exchange controls, has been
unfavcurable to an inflow of new 1ong-term cap1tal o

Goverggent pa;tlc1patlon 1n-1nduetrv. The forfvovng dlsccSSLon has 1ndlcated '

that several important sectors of the Argentlne econony may be revarded as closed, o
in varying degrees, to private enterprlse, both domestlc and. forelgn, as. the -
‘result of dlrect governmental participatlon 1n 1ndustry. Among the 1ndustr1es so
affected are raalweys, telegraphs, telephones and other communlcatlons and mest

public utilltiee. In the field of electrlc power there has been an expan: son of

‘ 2

governmental o"qersh1p, but . the pre01se extent of fubure governmental partlclpatlonV':”M

is undeflned, In petroleumrproductIOn and reflnlng foreign enterprlses have

declined greatly in 1mportance and thls trend appeare likely to contlnue. The -

scope of foreign enterprlse in banking and insurance has also Been 11m1ted. ,1.zj'f"‘-

For practical purposes, therefore, the outlets for future direct 1nvestments in

the Argentlne economy appeer to. be lars ely conflned to manufacturlng and perhaps,'
commercial enterpr1ses. Dlrect-governmental part1c1patrcn in‘manufacturlng has
also occurred both throubh “m1xed" enterprlses and throubh several enterprlses
under the bureau of milltary fectorles (Dlrecclon General ‘de Fabrﬂcaclcnes"H

[Militares),
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Miiitares). _Howavef,'ﬁany of these enterprises éfe reiatively unppdfifsble and
therefére ddﬁnbfgbe*Said to replace poteﬁtialifri§ate infeétmené. ;

dfficidi aéclafétioné of policy in receht‘?earé have been criticél of the
tendency of fo?eign“capita1 iﬁ the past to find an outlet in public utilities
and ‘commercial enterprises to an extent that is regéfded as exdeSSive."Such
declarations hafe stressed the governmént‘; desire ;0 attract foreign
linveStmgnt,primariiy in maﬁufacturing enterﬁfises. An appraisalxof the
prospect of at%rabtihg foreign investments into ménufacturing is outside the
kscope of the present report. it may be said, however, thaﬁ iﬁ‘thefpaét foreign
cepital has tended in many.cduntfies.to shun.inveétmgnﬁs in menufacturing -

 particularly for the local market.i/

Ve e t———— -

o

l? In this connection see United Nations,llnternational Capital Movements
During the Inter-iar Period, Sales No,: 1949,II.D,2., -vages 28-34.







